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Poverty and Income Inequality in East Asia 

The World Bank's The East Asian Miracle observed that eight high 
pcrfonning Asian economies achieved not only high average rates of 
economic growth but also declines - sometimes dramatic declines - in 
income inequality The two characteristics together were duhhed the east 
Asian miracle. Mure recent evidence on the trends in absolute poverty 
and the degicc ol income inequality in soven east Asian economies, 
however, suggest that while these economics have achieved substantia] 
reduction in absolute poverty, the .stimc cannot be said about income 
inequality. In faci the issue of inequality could get to the centre of the 
stage in the prevailing crisis in the region. 1029 

Searching for a Narrative in Times of Globalisation 

We cannot .speak of an Indian nation when constructions of this nation 
arc built upon politics and legitimations of exclusion and denials. For, 
viable nations are at all times huilt upon tlic politics of inclusion that 
combine rc.spc'ci lor distinct identities with democratic incorporation of 
these identities utihin the nanative of imtion-ncss This is the only stuff 
out of which a iiahlc. flourishing, dctnocratic nation can he cnn.structcd 
in times of globalisation that have witnessed the eruption of scvcial 
distasteful cultuial identities. 1040 

Natural Gas for South Asia: Pipelines orPipedreams? 

Thcic must h,‘ few other situations where thetc arc eager purchascis of 
natural gas (InJi.i and Pakistan), willing suppliers of natural gas 
(Tuiknienistaii ban, Qatar and Oman) and yet n(> pipeline The distances 
involved art modest and the tcthno-cconotnic viahdity siiaightfoiward 
The policy rcquiicmcnts, technology and economics of an overland 
pipeline suppl>ing natural gas to Pakistan and India. I0S4 


Law and Organised Crime 

There is no douni that Mumhui and 
some ulhct cities and more pnriicultirly 
large ports ot Uilsii .ind Litiar Pradesh, 
arc threatened V<\ mafia rule Thai is 
no icason, however lor nut suh)ecting 
the Maharusliii.i ( ontml ol Organised 
(.'nmc Bill, .idoptcd by the state 
assembly last miiiuli. to objective 
imd tiiticai stiniiiiy _ltK)6 

India and the US 

Indi.in portrayal ol the 'hegemome' 
II.S and the Clmtoii admintsltaiion's 
portiayal ot the US .r leader and shaiicr 
of a sale but peiniissibly multipolar 
world ate greatly at odds with each 
other if the India I'S strategic 
dialogue IS to have .in impact on the 
w.iy the posl-cokl war iiuematinnal 
ordei IS institutionalised, some 
altered terns ol Lommunication 
arc t .illed lot__1007 

Nine Days’ Blunder 

To expect the m<in> regional, highly 
pcisonaliscd parties forming the 
opposition to come together and slick 
togeihcr to tighi lor the somewhat 
nebulous cause ol scculansm was 
uniealistic in the lirst place To 
expset them to d.) so by supporting 
d government of Soma Gandhi 'from 
the outside . withniit sharing the spoils 
of olficc, was to expect nui ruling 
clas.ses to act completely at vaiiimcc 
wuh their known chaiacter. 1015 


Primary Schooling 

While the Tamil Natiu legislatuie has 
adopted the Compulsory Education 
Art, (.onipKiints have been aired about 
the nutuie of instruction im|)urled by 
the Mate's Tamil medium schools 
complaints ol excessive tcliance on 
icxtbiHiks, ol the use ol a version that 
alicnuies lower i aste pupils and ol failure 
adequately to lacililatc career 
hull ding or higher educsuion 1011 

Tilak and Cla.s.s Conflict 

Bal Gangadhai Tilak was the first Indian 
n.ttion.'ilist to introduce Karl Marx and 
his (oncept ol class conllitt to India. 
as eaily as in 18 81_1 023 

Debate on Science 

Indian science cntics make exaggerated, 
uiisiippoitcd and ideologically biased 
claims of the failure ot development 
as somehow inherent in tlie 
aHluctionist/mstrumentalisl, western 
and masculinist rationality ol .science 
itscif This widcspre.id lemhmcy 
dese rves to he < h alleiigcd_1065 

NATO’s War 

In the dichoiomised world ot 
contemporary |Kilitics it is often 
ovei looked that opposition lo ihc 
ionaiic and brutal nationalism of 
Milosevic mu.st not he allowed to 
mean support lor NATO’s cynical use 
of the h.umei of ‘human righi.s' lo 
cnvci up Its stRUegir interests 1021 




LETl’ERS TO EDITOR 
Limits of Caste Appeal 

lAVWiU ALAM's thoughtful artii lo, 'Is 
Casti' Appi'aJ (^asU’isni"’ (tppicsscd C ‘asics 
»n ^^ltltu^■ (March 27 IWt), answcis the 
question in the first pait of th<- title thus 
"it IS not neiessanly st»" An appeal to 
caste foi politKal mobilisation or lot votes 
does not necessaiily tnuke that stanLi 
easteisni A peeuliar leveisul ol relations, 
within Ihr culcr of viinw\' is taking 
place III India, savs Alain And it is due 
to this leariangeinent that casieisni lan 
niJitifesl Itself inihepieseiil siluaiioneven 
without an afipiMl to i.asli. In othei wotifs. 
casleism IS almost ineviiafile, uitli oi 
without caste poli'ics Then wits mu use 
It lot political mohiiisation, in the name 
of svtciidmg demotiaiy’’ 

Alani notes a twofold ptotess (me, the 
spread of i apiulism tit aaneultun* and the 
aniimalive puhlis actions in laiiil lela- 
lions, education and eiiiploymeni liise 
led to the lormation .uul konsolidalion (>f 
caste-hasedconiniiinities Two, c hallenged 
by established powei ccniics these tac¬ 
tions aie pelting unitcil at politic al lesels 
In a word heie is a double ntovcnieni ol 
first loimmg disease casieist c.ommuni- 
ties and then umtvmp ihi m into politic :il 
allianceslcn votes wiiha view loconiiont 
the amiin n yimt ol the piisilegeci 
■| he httherio oppiessc'd castes are light¬ 
ing tin equality aiicl lec c>i>iiition Alani 
leckons It as a “pna ess ol extension ol 
deiitociacy m liioia” “Tins contest and 
Miuggle IS*, he (locls, "what has given a 
new rigoui and so,’iigili to the liberal lai e 
ol Indiandeiiiociacy,evenil ith.islailed to 
radicalise iIk- liansfoiinative agenda Tins 
oiigtii lobe tec ognised and lore groiindc'd " 
Undci the c itcuinsianc cs c asie appeal t''r 
political puquise, in elteci, helps enhance 
deinoerac y This ts Alani's ceiiliai thesis 
I have sonic diftiailly witli this foimu- 
laiion l•lIsl,l .isteanddetncxiacy,] NMieve, 
art' basically incomp.itible, and second, 
any stienglhemng ol caste will IxKinii-iang 
on democ raev Casio iiiofiilisation c anno! 
be an intermediate step towaicls the liiial 
di'stination of a casicless society which is 
cn|omeclhythet^iiisliiutionot India What 
i.> needed is, in ni\ view, a umlaieial 
declaration ol caste indt|H''ndeiicC bj all 
political pailies and its fo!low-iip in iighi 
c'aniest We have had enough ol caste, hn 
thn'c and a hall iiiilleniiij 
l asle has shown lemaikable resilience 
Ihn u«ih the ages It has survived kings, 
sultans einpc-rois. James Stuart Mill and 
even i'lhiiiias Balnrigion Macitulay Note 
that a* pre'sent caste c onsohdatioii istiikmg 
plaw. ..lain confnni.. "within the ordei 
of ’vamas'” 'llie vatiiasatc iiiiact If .so. 

I Wiiiicter. how can a ix;r‘'>n ol cine vama 
ever fie ’ecj'iar, in .1 c nieaninglMl sense, 

Wv 


to another [rrsc in in another vama, so long 
as both accept the hteiatchy'’ 

Ix‘t us rec all that the first three vamas 
had descended on India some i.SfX) years 
ago The touith one was crafted in ordet 

10 segieg-'ti the black natives from Ihe 
white iniinigiano It is important toieahso 
that die foui vamas arc not of equal 
moment and that the fourth one was a tool 
lot rac lal :i|i.iTiheid The fourth varna was 
die piimoi.li il ime ol the evolving caste 
siruciiiie lust as ahstraei labour is the 
esseiii e and measure of all commcxlities 
in die M.irsiai! 'hcory ol value, so. it was 
aiutsiiv liom the Caucasus region ol 
c eiilnil Asia III It ‘Icllned the qualilication 
lot being ill th' first three vamas 

Caste as a Hegelian 'idea', onginally 
resicled in lii<‘ nuiintcnance of a regime ol 
Cauc'isian pin as But that agenda has 
long Since vanished Today there is hardly 
any Hiiaiu viui .shines with pristine 
('aiicasiaii light A .simple 'mirror test' 
will pit!'Il It tollows that the first three 
vuitiasha'cc t asedtoexistbothatthe level 
of lUcaand at thereiilniof antluopological 
leahts riiu, iti<‘ structim- of varna and 
c.isic ha- ci<!iaiised Only a phantoin of 

11 flaunts iht land Why and how'' 

V.iiiia ind' ..^le fragmentise and para¬ 
lyse Mic so> MV, turning It into a Itsing 
cieaci lio/eii m I'liie A tentabve evidence 
ot It IS tin. Ihe Indian econoiny has 
ll■mam'■li s'.i, n.int torovc*rlwo millennia, 
the pc‘r capua income, u proxy lot the 
totecs (it pii<c!ii,'tion, lias been virtually 
constant Im •! ic.ist 2,285 years, between 
i7() lt( .iii'l I'lf-S AI> This tragedy is 
laigely due in the taste .lystcm that des¬ 
pises labowi, lultifics creativity, and 
liiihleis miiova'ion. That degradation, in 
(util, sustain• i,iina and easie, which are 
nollim.v bit' ciipportivc prejudices and 
supcisttiio.i mite and .simple 

liic .usaiic. ■ .itenng India aiound 1500 
BC wcicn la'ocly backward iritompan- 
son wiih the h alders ol Moiieiijo-Dam 


and Harappa. Hiey had to learn advances 
agiiculture from the indigenous people of 
lhi.s land, whom they had subdued with 
supenor fotce of amts They could not 
afford to kill ot eneliam their teachers So 
the aiyans devised a midway between 
slavery and social assimilation They gave 
the prisoners a place at the edge of their 
village, and drew, around ihcmscives, a 
sort of 'Lakshman rckha' - the caste line 
of shudra - not to be cnissed by cither side 
Ancient ('hina or Egypt did not have such 
a problem, for all their dynasties, kings. 
(|ueciis, inonarchs. as wel I as .aib|cet,s were 
mostly home-made hutope, no doubt, did 
have a lairshate of barbarian invaders, but 
llic inttudeis got themselves quickly ah- 
sorhed m the conquered land withoiil a 
tiace Besides, in Europe' the contrast ol 
colours was not as shatp as in India That 
IS why c astc is unique to India fhie should 
not liMik tor a replay hi're of Chinese. 
Egyptian •» European expeiicncc 
Vama ananges human beings al hiith 
m a definite hieraicliy. caste fiiitliet sub¬ 
divides tliein By contrast, the first pun- 
eiplc-ol democracy is ‘allnu'iiai.'cn-alcd 
equur Ixiliisbc'i Icar v ania and i asic both 
violate dc-miHiacy Non cannot accept 
vama and then say v«i'i aic equal lu iithd s 
Caste imposes a double limit one on 
coliccliv( tieedoin,the oihcron individual 
itecdoni Caste iaiinoi bi- an instiiimeni 
tor achu-viiig detiiciciacs. not can it be a 
ttic'dicine lor anv mlnmity ul the poiitv 
('asle-hased c> ininiunilies tend to I ascism 
The upward tiend 01 democracy ovci 
time mav well Invt cycles aiound if, it 
may also face prokmged depressions on 
die way India seems to have fallen int 
a great depres.su>n of democracy, at a peak 
of casteism. There is no in-buiti iiicLha- 
ntsm in India's polity to lesturc die trend, 
at least not yet It would he a pity it Alani's 
article ratsc.s false expceiations 

Kanjit Sai 
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Art of Coalition Politics 


W HAT can and simuld he done to insulate the polity Iroin 
the kind ot political instahility seen in the p.Lst few 
weeks’’ Before plunping into constitulional ninendincnts, it 
would he useful to put political instahility into perspective 
What IS unstable at picsent is ically the government at the 
centte, and there is little lustiiication toi painting the picture 
o| an unstable polil> just because the federal government 
quakes when certain ladies have a tea patty The i980swasa 
j .'nod wlien there were stable goveinineiits at the centie 
■. scept lor the last two years! But that des ade was a penod oi 
r'dound politiial instability for the country Intensified 
■ .I'SM'iiiisi agitations in the north-cast the rise of Sikh 
* •lu.lanu'iiUili'-m and Ictioiisin, the lapid giowthof separati'-t 
loiisiii in Jaitiniu and Kashniir, the Ram Jaiiinubhooini 
. iiiipaign and the taih yatin whuh left i tiail of hatred and 
:<l<'i)d as It nieandeied its way tliioiigh the length and hieadth 
' >1 ths' soiiniiv, the Tikaii inohilisaiuin ol the Jal pcasantiy on 
. |•latlollll ol lotaLoineinpt f(>r the authority ol the state - the 
;• >liiv had III ser been us unstable as it was in the eighties In 
It 'l•|)all■<<ln the nineties have been a period ol relative calm 
aiut s onsohiiulion Isleeted governinents, tuthci lhanthc force 
'I aims, run Punjab and Kashmir. The north-east is ceitainly 
no vvoisi' than it was in the last decade 'file point is that it is 
iI'lIiiI to diiiingiiish lietwccn political instahility and tegimc 
"I dahihty. Hie nineties has been a decade ol relative political 
.'.ihihty and heightened regime instability 
I'owevei, economic rcloinis since the early nineties hast 
'■ II ked to ishion the inipael as governments stumble and 
^ i.ill This IS because the reforms have reduced the diieei lole 
1 the government m the functioning of the c*conoiny. In great 
m.iny areas of economic activity, the government has instituted 
-lahle, or at least pudiclabic, policy with regulators where 
required and lias stopped meddling. I'.ven in an area like 
finance, where the government's action and inaction continue 
to luivc a major impact (the .situation will remain unchanged so 
lone as the government continues to he a large borrower), the 
ResiTvc Rank of India has far more autonomy Kxiay than it evci 
h.id in tlic pre-reform days. All such sectors ol the economy are 
atfected by the presence of an indecisive caretakei govemment 
only in the .scn.se in which they arc alfcctcd by the presence ol 
a st,iblc. purpiKsivc govemmentthat drives up the f^.scal dcncil to 
nieet consumption expenditure All the major political panics 
have endoiscd the reforms by ihcir actions when they have 
w’leldcd .state power either at tin* centre or in the stales, whatever 
they might choose to say in their official pronrHinccments. This 
political consensus on the hrixKtdirection of reform was reflected 
^in Utc Lok Sabha's unanimous adoption of the Vajpayee 
government's budget after the govemment had fallen. 

Of course, the infrasiiucturc sectors, agriculture and the 
public sector still remain largely unrcfomied and depend on 


ad hoc interventions and instructions fiom the government, 
riicy will he hurt if there is no cflcctivc guveinnient in place 
lo decide at the right time if cotton can he exported, a 
piuliculm* powci piujCLt commissioned or a port developed 
In any case, there can be no doubt that stable regimes are 
preferable to unstable regimes The question is what can he 
dune to keep governments stable. 

There has been some talk ol a two-party system This is a 
pipe dream for a country of India's si/e and complexity, each 
nixlc of whose multiple laccts oilers itscll us a point of 
political mobilisation and potential nrgani.sing principle for u 
political party The icform that the presence of multiple 
parties calls ioi is not curtailment ol llicir numheis hut to 
weed out the non-represcntaiivc ones It is true that the 
jiruscnt cleetuial system docs permit parties and individuals 
with tiny sujiport bases to have a disproportionately significant 
loic in making and unmaking government-. Ttiis can he 
lemedied if. insfeukl ofthe linst -pasl-the- irosl system, we wcie 
to adopt run offs among the niorcpopulai candidates to finall v 
cluHisc a jierson who has the support ol llic majority ol the 
voters of a constituency. An additional henelit would he to 
shun exbeiiic posiuons, as to get the .support ol half the voteis. 
individual candidates will have lo riepend not pist on his/her 
own sectutian support base hut on others us well But let us 
he clear that making elected representatives genuinely 
luprescntalive ol then voters, while dcsiiahlc miLseli, nviII not 
necessarily reduce the numhet of political parties 

The onl 3 way many parties can govern togethci is to leain 
to work in coalition Kerala and West Bengal have hud stable 
loalition governments iui decades (the Kerala example is 
perhaps more relev.im heciiuse there, unlike in West Bengal, 
no party in the coalition has a majority on its ow ii). It took time 
and effort for the political parties of Kerala lo learn how to run 
i oahtion governments and how to function in coalition while 
in the opposition as well 'flu.* political parties at the centie Iiki 
have to Icam the art of coalition politics Another important 
icquiiement is for parties to learn to jointly govern, whether 
they happen to be in the government or in the opposition Tlic 
Vajpayee government, for instance, had a slendci majority in 
tlic I.uk Sahha, hut was hopelessly oulnunihered in the Kajya 
Sabha It could hope to get legislation through only with the 
^o-opcration ot the opposition An insttiutioiij] mechanism 
for asking fui and offering .such co-opcration exi.sts, in the 
form of vetting of hills hj multi-party committees of legislators, 
•n which prtxicss the opposition has a chance to put its stamp 
on the proposed law by suggesting amendments. 

It IS such innovation of in.stitutiona] mechanisms and 
willingness In cohabit that will lead political pat ties to 
stable governments, not wishful thinking .ilxmt two-paity 
systems 


99 ‘> 


_Ewnomie and Political Weekly May I. 1‘W9 




••KADh.SH 

Legitimate Concerns 

TMhirntiiililyKl ahi^sliuoliki*l UurPuMlfsii 
lo the torniatK>n ol an\ ^joveininent ai the 
eemre rcqijin;>- no cntph.isis But rarely has 
I iPtK'cn soLtueiiil in ^•oveiniiieiii-lonn luon 
in Delhi ns leteiitlv when the attempt dl the 
opposition p.irticstoiohble to}:ethei a seen 
lai alteinatisetotheHIl' led coil itioiitaileil 
fcei lll^e ol Saiiiajwadi I’aitytSP) thiel 
Mulavaiii Siiiph Yadas’s decision not to 
MipfHin a minomy troveni/iicm oi the t'on- 
)!te.ssatlhe<.eiiliu This mishap, whiehliiialls 
hloeked all olhei |iossihililics of yosern 
(ncnt'ioniiaiion is atti tbuiahle to the coiiIIk i 
a-» iwiieived b> the SF* leadei between his 
paity and the f’oiieiess ovei the Muslim 
vote-bank in I'P 

With the non BJI* coalition thus siiaan 
iitMine a iiioinenloiis opportuiiiis k< juii 
to}>'“ihi.r an uiiiteu set iil.ii lioia iiieie is now 
a loni (.rieti itloii bs ,i|l the pailifs ol tht 
scvillai Limp to niaki' a siapeyoal ol 
<\1iilavaiii Smjih '<•' pus 'pitalinp tlicsleb.u te 
•iiKl itiiLine iiiothw pailijiiviilaiv elcLlion 
Miuli.vutn Smeh s exlniti.iiions to ihe C’tin- 
jness 'o lake (lie leail m lopplinp thi BIF’- 
Ictl eoMiniiiLMi ail being le.iselessis ni 
vokiM lo tui'lilit.'lit Ills tvtiav.il’ when tliL 
iii'imen' loi ■iiiioii e.iine liiil llii i.itl ol the 

(Hall.. till ( oia'iess ,inii Uie other 

-ipposilioii p.irMe- 'iKiiuliiu' Ihe I elt, sim¬ 
ply look I' loi t•:.lntell that the giainl scL'ilai/ 
^oniiiiiin.i: ill* I'll -vi'iiltl 'ivei'ule other 
tonsiilcialio'is aiiil dial a( '•'■igiess ininoiity 
oo'.i'iimcpl .11 iho i*'iUie would reteise 
un.i'iiii.oiiss.ippiiii Sill n .11 oiis'HSUS iiiio'Il’ 
lliesL p.ifii’-, -’Mipl !lie SP, w \s noi uii 
ini.<;'in,il<l yitet' tli ii 'hv lepi'inal hase ol 
■loiiL .11 iiu S' p.iilies wa. ihii.ileiied 'u the 
sameesli'iii Pt the insi.iil.itioiioi a( oiu'iis 
p.'niniiien* ai Inc lepiie 

l'i'*iiseiv llie opi'osite w.is tlie ease with 
the .SP Pi I d’ w’heie the vmi ivlwe. ii tin SI* 
.ind the ( oneiess lus lieen hoMine up wi|ii 
Ihe i.i'ter ni.ikiiie .i dei isise hid to stage u 
1 oineb.ii k in the si.iti oslair asiiil'chni.u t, 
diiiint ihe t'tt;ii F’r.-iiesh I nnpress eoin- 
•nills-e er.i'.l.iti' .a MiimIwii the p.iily 
ileel.iicil Its deieiinin.i'iop Ki ohliiei.iie’ 
ihi .SI’ H.iU .1 t.’iin'>te.s iniiiority govern 
inetit been loinied at th' lenlie the .SI* 
‘'111 isaged dial its piohleins iii I'}' woelil hi' 
1 onipotimled as two .uheise powci lenlies 
- the ( on>’f''ss .it the leiPie and the BFI* 
in the st.ite would he siimilianeouslv 
w'otkin. ag,iinst r Moieovor, the itnpoii ol 
the soil ess lit l|ie ( oiigress le.iUership m 
univiiii mg the B.iiiuiai* S.ini;i| I’.inv (KSI'i 
at the elc'''nih horn in vote .igaii‘'.l die 
sOiitiJePi e niotion in the 1S.ihlia w .i.s noi 
loki oil Miilav.itii Siiien Wii i Salman 
Khiiri.1. 0 ut die lul"‘ ol the ( impress Pa’ts 
in (!P, .in a!' nipt to pion'c i a d.ilii Miislun 
.lilt III,e III ill. a.ii .Ol,' * not he iiiled out 


it the C ongics.*: succeeded in striking a deal 
with the BSP 

In u st.ite wheie Muslims and dalits con- 
stituie 17 and 21 percent ol the population 
respeeti vcl> .ueh an alliance would nodouht 
be a foiinid it'll' challenge to the Yadas- 
Muslini I omhination which lomis the sufi- 
port base o) the SP Yet. despite these odds, 
two t.tctors niiis still work m favour ot the 
SP F'lisi the SP chiefs stand ol not sup 
putting a Copgiess nnnoiity goveriimcnt at 
the leiitic h.is the backing of all the Muslim 
Ml.As and MPs of his party 'Phis p.irtly 
speaks 1 .11 'dedust the Muslim constituency 
111 Ihe stall lias in Mulayani Singh who has 
ste.idhisil' i.ikin an anli-BJP stand, while 
the l (ingress .mil the BSP were found lal- 
teiing dm III'.' ind after the Hahn maspd 
episiHie Second though the Congrc.ss has 
smighi lo n>.ik'' much of its success in Ihe 
Agi.i .i'..i'mb'' hv-election which was held 
al.mg w.lli ii'i assembly elections in the 
diiei iiordi in.li m stales Inst year, as indica- 
>‘ive I'f ,1 .hid 'll Muslim voles m its lavoui, 
die I'Li'len. ' IS loo slim ol the likely uend 
ot Mu'.Iun vodpg in the state as a whole 
■| he < 'o'leiess ■' naturally desperate to m.ikc 
a bi' .ott.ioi'L’i'm UP where it had drawn 
a blank in >1)'' bs i.ok Sabha conslirucneics 
till' i.isi .in. Hut, iionically. it is this 
(.'oncKss sr I'.iitle tor the Muslim vole - 
the b.i.is III till' .cc'ului/iommunal divide m 
lnih.iii|H<|iii. , that hasbioughi the intciiial 
lonii.i'liiMoii' within Ihe seciil.ir e.imp lo 
die loie 

KI R-M A 

Problematic Alliance 

/.’ h<iiu( luiiutuin M ntrs 

IN ki'ial.,, I'.' lilting iarit IXmiocialic Ptont 
il I'fi led I'v ii-.c rPIlM) has hc'i'n working 
.ivi'iiiiiie I • lusuly the extrmirdinarv eiithu- 
si.isin '.li'iwti uv the rPUM) in |K'rsuading 
dll' CoiK'icssiI I to form a minority govcin- 
inent ai the. ".liie with outside support trom 
‘ PhM) In III.' 140-mcmbci assemhlv, the 
11)1 iMskl III iiibcrs-CPI(M)4(».t'i’l l‘», 
l.i'i.ita D.il 4 < imgrcs.st.St .t, R.SP .*), Kerala 
C'oiigii's.iJi h .ind I..DF inuetiendcnts S and 
diet oiigri'ss'Ii fed United DemcKratii Front 
il'DS) ii.is sf memfw'rs - Congiess(l) Mi, 
Musi. 11 ' 1 1 .igu.' 13. KeralaCongicsslMl .‘i. 
Kc.il.i t .iiigii ss(jaci>h) 2, Kerala ( on- 
L'iiss'l*i:i.i , I and J.initdhipaihya .Sam 
..iksli.iiM s iiiv I - and there is a lone 
inilep.'iiileni iiii'mhcr 'I'he tight is always 
I n't w een 11 II (’. mgressf I j and I he ( 'Pit M ) and 
so willII dll' I'PKMl stalls beniting over 
tiaikw', 11 , 1 - II' insiall a niinoiit) goveminent 
lidhy t oiu'ii SM'l)supporledby('PI(M),thc 
i.mk .Hill lilc ot both the rp((M) ani^the 
C .>''c'if<.sti I .I'l' confiiH'd The embarrassed 
. 'ingiessinen aie also at gre.ii pains to point 
out ih.il .illlioiich the p.irty nuiy take sup]Hiit 


from CPl(M) at the centre, tt will opposi 
the CPKM) tooth and nail in state polttics 
This, however, docs not apiiear to be borne 
out by facts In tact, the present opposition 
m the state assembly is the weakest in the 
histoiy ol Kerala A K Antony, the oppo 
siiion leader, always incs lo play the game^ 
by the rules which is hardly the way to play 
politics The opposition did indeed start some 
agitations on non-issucs, but none ot them 
could take ott 

Meanwhile, the LDF is facing inlerncc'inc 
wars Ol all the constituents ol the LDF, the 
rPKMj IS the must di.sciphncd and it has 
now launched a campaign to further disci¬ 
pline Its leaders Many senior leaders have 
been redm ed to nonentities The CITU, the 
party's trade union wing, has at lea.st in 
Kerala now been alienated Ironi the paity 
Two CITU leadcis recently tought org.ini- 
saiional eletlions against (ilficial CPIlM) 
candidates and won ii.inds down This has 
angeicd tiic parly and the partv has refused 
peimission to the Un'U lc‘.idc'r.v to assumi 
Lh.irge oi the iKisitions thes (ought tot and 
won 7'hcsi' sennit leaders, M M l.awieiic'c, 
V' n C’hcrian and O Bharat.in havi now 
hei'n shunted .iwav and aic ainiosi tin 
wilderness One fomic'i (’Pl(M) inc,iiber o ' 
pailia'iicm, !' I .Aniotosc was suspemteu 
Itiini the party, but has it fused to take tiling* 
lying down and n.e. e.iiisi-d g,n'.ii anxiety I. 
the rPI(M) I'V .ippio.iihinp the ('Pi toi 
.idmission Until now llie C'Pl nad not en 
couraged (’PI(M) nienineis to torn ('PI. but 
,iow It h.is .evised tfie rules and Anjolus. 
IS betnc.itlmittc'd into lb** party Thet'Pt pie,' 
IS thai voung and committed coinmumsi 
leaders like Anjolo.se would Unit away to 
the ('ongrcss(l) ot othci panics it tiiey .in 
Ksolaied and so ii i*. bettci to keep them n 
th'.' communist lold by adinittiiig ibcintothc 
CF’I I'he ('PltMl has expiessed Us dis 
pleasuic ovci this deiision ot the ('PI ami 
xenior le.idcrs have even started issuing 
threats of physie.il violence il anvboi«.v* 
suspendc'ii trom Ihe ('PI(M) joined llu ('PI 
This conflict has caused great cunstcniation 
m the- LDF camp There aic .ilsi, |iiohicms 
among the other constituents The Janata Dal 
has just replaced its nominee in the mini.stry 
P K Kurup, with A Ncclalohitadasan Nadar 
tullowing a revolt in the organisation led h> 
Janal.i Dal president M P Vecreudiakumai 
Kuiup IS now working overtime to wio< k 
the coalition flic Congicsst S; is also lacing 
problems with the oiganis.tiiunal wing de 
munding rcplacemcni oi the party' s nominee 
m the ministry. The RSP has just survived 
a ieadeiship ctisis hut it is unlikely that the 
pnihlcm will die down as the veteran RST 
Icadei Baby John, who was cased out ot Itii 
ministiy a year back following health prob 
Icms, IS involved The fight m the R.SP » 
likely to intensity in the days to come a 

With all these intcinal problems, the LDr 
IS lacing adittic'ult task tn |uslifyingrPI(M)' 
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support to (he Cungress(I). The indiscreet 
haste with which the CPKM) general sec¬ 
retary began supporting the proposed 
Congress(l) minority government even 
before Cnngress(I) had asked for such 
support has caused much embarrassment to 
the other constituents of the LDF Mean¬ 
while, the BJP in (he state is smiling from 
iMi to car at the prospects of the CPKM) 
supporting the Congiess(I) because sucli an 
.Ilham e will ultimately help the BJP, which 
has not been able to win any seats so far 
either in the st.uc assembly or in the Lok 
Sahha from Kerala llic BJP polled 6 22 pei 
cent votes in the 19% elections to the Lok 
Sabha ami m l‘W8 it could muster 7 90 per 
cent votes Although the 13-mniith lulc of 
the HIP at the centre had not shown any 
special t.ivours to Keiala, the people aic 
no' complaining .is the ptevious two lanata 
d,il goveinments led by Ilese (lowda aid 
I K Ciiiirul had not been .iny betici 'I'hesc 
r,so J.iii.it.i Dal tniiiistnes were supported by 
.ill ihc 20 nienibei sot p.ii liumeiit Ironi Ketalii, 
cel all thill W.IS given u.is a berth to a Linata 
l.al MPas a minister oi st.ite II Ihc rPftMl 
.iiid (he f’PI st.iit supporting the proposed 
c (iiigiossdi inmisti) at the centie, the 
iillini.irc LMinei will be BJP in Keiala 

1(1 MAN KICIIIS 

Police Functioning, the Key 

i\ IVM iriem cases in Ra|astlian. the Na- 
iii’iial lluni.in Rights ('(immissKm iNlIRl') 
.mauled compensation to victims, one ot 
police inelticiency and negligence and the 
kilhei ot ciisiodi.il violence Ks 2 S lakh wctc 
aw.iided in iompens.ition to the p.iicnis ot 
I lidnupiH'd Ih>v who was killed dining a 
i.iil.'d lestue action bs the polue A lom- 
pensation ol Rs IS.OOd has been .iwaided 
a 10 ve.ii-old boy who was gtiesously 
iv.ilen up II I (MilKe station The two c ascs 
.lie examples ol two requiieinciits ol pu>- 
leitionol civil lights a |H>lueloiccetlii.icnt 
enough to protect the ciii/cn Irom ctiinc .iiid 
I iMliscdenoughtiifcspccttbenotionot civil 
iiehls 

While ii IS the iirst duty of the stale to 
pioteet ttic nghts ot itsc itirens, human nghts 
commissions and other human nglit.% gniups 
have to watch ovci government .igemics toi 
violations moi e than anybody else The guilty 
party in most cases ol violation ot human 
rights IS some government agency, usually 
tlie police The courts do their best to see 
that victims rcccivejusticc Bui human lights 
cannot he guaianteed thiuugh an .idvcrsanal 
U’l.iiion between the police and the tudic lary 
However daunting the task may seem, 
improvement in police lunctionmg is the 
(irst icc{uiienicm ol piotcction of human 
nghts The NHRC has also found loiiris 
negligent in pioicetmg witnesses during 
eioss-cx unination 


Nuclear weapons or missiles do not miike 
the Indian citi/en any safer fiom human 
nghts violations. At first glance it would 
seem that these expensive badges of dubious 
national honoui are merely irrelevant to the 
secunty of the cituen But they are not 
inelevant llic money s|)ent on these weap¬ 
ons piogrammcs, it sficnl on police and 
ludiciaiy, would ensun* better protection ol 
human tights Money c .innot buy attitudinal 
changes But it can buy betici tiainmg. 
equipment and also an me tease, in numhet 
lor the police force And (hat can go some 
way towaids making the eitreen saiei l-'oi 
example, in the Kannibai Nagar case m 
Mumbai, where 10 d.ilits died in police finng. 
il IS possible that (he (Hilice were simply 
overwhelmed by the si/e ot the ci owd Rc'tter 
tiamed police personnel would have known 
how to handle the Iciision and would have 
averted tragedy 

ll would be inteie-.ung to add up the 
amounts oi eompcnsai ions iiw.itded in i ases 
ol violation of luinMii lights Peihaps, when 
such compcnsatiops aie awarded, the govern 
meni could be asked m pay an equal nmouiil 
towaids law enloieenient Where budgets 
central or state, tail ui make adequate piovi- 
•sioii toi law entonl■lnelU, it should fie ton 
sideied within the pin v lew ol the human rights 
commissions ui deni.ind an explanation 
it IS to he welikimed in this legatd th.n 
iheNow Yoik hasedLiviinglilseainpaignei 
Human Kigliis WaU h. lias asked multilaiei.ii 
ieiidcis and donoi .ounities to lake India’s 
retold on c.iste ici.iieJ violence and dis¬ 
ci imination The Indian establishment may 
lespond to this hv saving that this amounts 
to interference in India's internal niattcis or 
by questioning the iii'inan right.s lecoids ot 
the iiiinor ciiuntnes tlieniseivcs Rut suih a 
icaeiion would Ix'I .ll Ions The issue ol human 
rights ttanscends n.itional boundaries 

C HINA ANDWro 

Hard Bargaining 

TilL inleinational iiie lia has iHren lull ol 
news about the vicii ot the Chinese prune 
minister, Zhii Rongp lo Amcnca Origi¬ 
nally the hope was liia* the visit was limed 
foi thetinaiisaiionot tin* deal between China 
and the HS whiih would pave tlie way lor 
China’s entry into W TO, whose memt>ei- 
ship has so far hix n denied lo C'hina 
it IS important to ticar m mind in this 
context that China is the world's tenth largest 
hading nation, accojiitiiig for over $ ?(X) bn 
(Rs l2,hO.(XX)ciore) worth of trade in IWK 
To keep It out of Ihe WTO dix?s not letleci 
favoutablv on tlie coverage of the organis 
alion It still the ' 'S and the RU .irc Hying 
to ohstiuct Chiiiese cniiy into the 
organisahon. the explanation lies in the 
.ilcempi by these i ountnes to use then voting 
power III the org.ini.sation to extract the 


maximum cunces.sions from China in reganJ 
to the access ol these countries, not only to 
the Chinese market in goods, hut also in the 
area ol financial and other services At the 
same tune, these coiiiitiies have been want¬ 
ing to make suie ol ptoiciiing some of then 
own imlustiies (e g. stcx'l and textiles) (hat 
aie in danger oi going uiutei in Ihe face ol 
competition tiom Chinese imports in fact 
the negotiations betwcvii KS and China on 
the suhiect ot Chinese meniliciship ol WTO 
have been ulniosi eiitiiely ditec texi to obtain¬ 
ing concessions iroin I'hina on thc.a' issues 
lire reason foi optimism in legarU to tiii.il 
deal on the subject dui iiig the Chinese pnnie 
minisiei ’ s visit to the I '.S was ih.il China had 
reportedly agreed to make niatoi tonces 
stons not only m terms ol rediued level ol 
import taiiits but also o)x'niiig up in agii- 
eultiire lelcconiinunieation and financial 
services, iniliidiiig msui.mce 

It should be ot intciest (u us in India 
whv China has (Kxsisicd in seekinj WTl) 
inernbersliip in spile ol the deniiinds whii h 
.irt not .tlwavs leasoiiahlo, lumi the devel- 
u|K*d I ountnes ,is a prue (ni nicinl>ership 
Obviously, Chin ,11 misidets >t w oi Ihw hile i«' 
piin (III WTO knowing th.n the w,iv the 
organis,itiuii is sMiicInied tin developed 
ineinbei countries ut ihc oiganisaiioii have 
ni.iniieuvrc(l thcinsel'.es into a |Hisitio'i o| 
strength iii the dci ision-inakmg ol the 
oigantsuium. in wii<ih developing nienibei 
(ountnes aa* not able to giM ilieii voue lullv 
heaid ami (heir mteiests piotcded The 
miniediate IhmicIii ot loinuig W'l'CJ to China 
would b(‘ the entitlement lo Most I-avouied 
N<tlio!i (MFN'I tie.itinent l.-oiii ,ill inenil)c*t 
couiiines without having to negotiate hiiai- 
etally with each and every louiitiv Hut in 
leturti China will have to agree lo gianiolli'M 
niemlx‘i i ountnes ol W’Kl .ucess to its 
maikets loi goods :ind servues as required 
by Ihe WTO lules 

CTiiiia has tiKiay emerged as not only a 
ma|oi trading country but also at ouiitrv with 
one ol tire strongest exiei n.il reserves (wlm h 
cuncritly exceeif 'll I ‘id bn i e, more than live 
tiiires the level ot India’s h icigri reseivcs), 
in addition to being a (OuniiY with om ot 
‘lie highest lates ol eionomit gtowtii in (Ire 
world .ind tire lowest rate ot inflation It is 
thereloic possible to argue that in < ’hina’s 
calculiitions the beiuTiis ol W'TO inenibei- 
siiqi would moil than t.oiii|x:ns,ite it tor the 
(ost-s invoivcil III taking on various iPliga- 
iions sill ll nieinbeiship would entail In la.t 
It tan even be iigucd (lint ihe vai'ous ton 
cessiims now Ix*ing demiindcJ ol China .it 
lire hil.iteral level by the I'S and ihc Eli 
tountnes may qu.ilily loi review umlei 
W'KJ’s dispule setlieiiient rules if China ,is 
a developing incmbc' sounity ol WTf), a 
status It IS eminently eligible foi.i.in estah- 
lish that the i onccssions ili-ni.imied vixie 
loert'vc and uure.isonabL' and v eiii heyuid 
tire ohi'ealions W !’<) nieinbei lap imposed 
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CURRENT STATISTICS EPW Research Foundation 

'nir MiinMl III WPI Kh tlw week nHhnjt April 10 mimkI m 4 ? pri t'lM ilie luweit iii 71 werku riw weipbteO penentngc tontribuiiun u) (he major gioupa (o the WPi me 
m lW8-'Wwrte pnnidrv •mule^lbl 2po cemi.tuel jmwer, bfbuiklliihiu.iiitri-29ficrcriit)iUKlnuuiul.'tctuml|iruiluctM41 (iperi.-em) IncrvateMnpnu'indueanftoine 
>.uniiniiditirstuve bcemhaip teirjK(204|icr(ciii|.lruil5474Hpeiirni) piuiiinullpniduu«(I7 2percent).edibleoiMII 7percentj drugcandmedtdnesri76percent) 
Biidtrineni ibhpei cent) borne piur inditcc hove dei lined veirt.ihleii -'’OOpereeni). orgnnu cliemicalcl'l.liprrccmi.imlelcuiical mncbiiiery (-1 7 per cent) 

Macrt)economic indicaK)rs 
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TYvnds in Wholesale Price Index (Base: 1981-82=100) (Point-to-point variations) 


Coininodities Weight 

1998-99 

1997-98 

1996-97 

1995-96 

1994-95 

19‘>3-94 

1992-93 

1991-92 

All Commodities 

100 00 

3.54 H5 0) 

337 1(5 3) 

320 1(69) 

299.5(5.0) 

285 2(104) 

2.58 3(10 87 

233 1(7 0) 

217 8036) 

Pnmafy onieles 

32 10 

380 0(9 3) 

347 8(5 5) 

329 6(7 0) 

307 9(5 4) 

2921812 7) 

2590(11 5) 

232 2(3 Oi 

22540.5 3) 

Food aiticlet 

17 39 

439 2(11 7) 

.393 2(4 0) 

.377‘89 6) 

344 7(0 8) 

.313 9,11 9) 

2804(4 4) 

268 5(5 4) 

2.54.8(20 9) 

Fuodgrains 

792 

4246(17 1) 

362 6(-2 7) 

.372 5,15 2) 

.3234(6 4) 

303 9(8 6) 

279')(I7 4) 

238 5( 1 9i 

243 2(24 0) 

Cer^s 

6 82 

418 8(20 4) 

347 8(-4 2) 

362 9(18 4) 

.3066(41) 

293 9(8 4) 

271 1(15 4) 

235 (8-2 7) 

241 6(269) 

Pulses 

1 09 

460 6(1 2) 

455 3(5 2) 

432(81 0) 428 3(16 8) 

.3(i6 6(9 5( 

134 9,28 7) 

260 2,2 7, 

253 4(9 4) 

Vegetables 

1 29 

.350.31-206) 

441 3(24 01 

(55 9(4 4) 

340 8(22 9) 

277 2(109) 

250(83 3) 

242 10 5 51 

209 7(7 2) 

Fruits 

2 80 

443 1(34 8) 

.328 8(-6 0) 

349 7(-2 2) 

357 7(33 6) 

267 8(104) 

242.6(-l.31) 

279 8(7 5) 

260 2(24 1) 

Milk 

1 % 

.384 7(6 4) 

361 5(111) 

325 4(3 8) 

.3)3 6(2.3) 

.3064(7 9) 

283 9(3 5) 

274 3(9 6) 

250 2 0 3 7) 

Eggs„fivh and meat 

1 78 

474 3(3 2) 

459 8(5 2) 

437 0(15.3) 

.378 9(-2 1) 

387 2(19 8) 

323 2)18 4) 

272 90 7 1) 

23.3 106.3) 

Cundiinents luid spices 

0 95 

690 6(16 8) 

591 2(19 21 

495 9(6 I) 

467.3(109) 

421 4(12 0) 

376 4(-18 8) 

463.5(3 0) 

4.50 2(41 3) 

(Mier food articles 

0 69 

477 W 15 2) 

562 6(.30 7) 4.30 1(14 5) 

375 8(2 3) 

367 5(.l9 8) 

245 3( 23 7) 

321 (827 9) 

251 5(-5()) 

Non-fmid aiticics 

10 08 

.38.3 (X7 5) 

3.564(8 5) 

(28 5i 3 5) 

317 4)-1 9) 

.32.16(15 5) 

280 2(24 9) 

224 4(1 4) 

227 (,(8 1) 

Fibres 

1 79 

344 8(-4 0) 

359 1(9 3) 

328 11-3 .3) 339 6( 17 8) 

412 9(9 1) 

378 5,83 4) 

2(8i4(-l((5) 

230 504 4) 

Oilseeds 

3 86 

349 6(12 1) 

311 9(14 Oi 

2? >7(1 4) 

269 K(-5 2) 

284 5(2.3 2) 

231 (814 1) 

2024(-8 7) 

271 7(4 7) 

(Xher non food articles 

44t 

427 (>(8 5) 

3‘)4<84 7) 

3'(, 4)7 5) 

350 (88‘X 

.321 5(13 5) 

283 .3(13 0) 

250 8(8 3) 

231 6(837) 

Minerals 

4 83 

160 3(-3 7) 

16(1 5(5 .31 

158 ),| 8) 

155 3(5 (.) 

147(86 5) 

1 18 0(17 0) 

117 9(2 8) 

114 7(5 2) 

Metidlic niincials 

0 23 

45.3.5(neg) 

453 3(1 1) 

44S4i4 9) 427 4(29‘>) 

329 1(22 4) 

268 9(8 9) 

247(824 7) 

l‘)8 0(20 1) 

(HIki minerals 

0 32 

.107 8(8 0» 

285 1(1 4) 

,'XI i,.4 t) 

293 3(22 6) 

239 2(.t 5) 

231 (857) 

2IK6( 5 5) 

231 3(190) 

Pt’inilciiin etude 

4 27 

1.33.3(-6 1) 

142(86 7) 

l(( 1(2 2) 

1.30 3(0(1) 

1.30 2(5 1) 

123 9)19 9) 

103 30 9) 

101 .10 9) 

I'liel powei light .uid liilincanK 

10 66 

379 5( 1 2) 

384 1(11 4) 

.144 9,16 9) 

295 1(3 7) 

284 7(2 4) 

278 (813 1) 

245 9 0 5?) 

213 50 3 2) 

Coal mining 

1 26 

503 3{neR) 

503 3( 11 6) 

450 8(22 3) 

368 (802) 

367 8(5 2) 

349 6(4 6) 

334 202 7) 

296 5(27 4) 

Mineral oils 

6 Wi 

304 4(-3 5) 

315 3(119) 

2X1 8(18 7) 

237 4(0 9) 

235 3i4) 1) 

7 3S«6 7) 

220 80 8 8) 

185 8(9 2) 

Fleettu ii> 

2 74 

505 4(1 7) 

4966(10 4) 450(8120) 

401 9(9 6) 

366 8(5 3) 

.348 4(30 7) 

266 5(9 8) 

712 70.3 7) 

Manutavtuied ptoducf 

S7 04 

334 7(3 8) 

322 .3(4 0) 

(10(84‘>) 

295 5(5 0) 

281 4(10 7) 

254 2(9 9) 

231 2(3 9) 

214 302 6) 

FimhI pmiliiits 

10 14 

341 9(4 9) 

.325 8(5 5) 

(08 uM 1) 

27()7(-()7) 

772 5(8 1) 

257 1 0 2 3) 

724 4)6 8) 

21(1200 2) 

Dims iniMlucts 

0 64 

398 4(4 9) 

379 7(8 71 

(19 1(7 7) 

324 ((4 2) 

311 3(206) 

258 1(2 2) 

757 Si 3 I) 

2(i(i 7( 30 0) 

ifiain null prodiiets 

1 St 

410 I(I72> 

349 8(12 3) 

("9 IK 36 9) 

291 4(3 4) 

281 7(5 3) 

267 5(9 3) 

244 8(3 3i 

236‘.t))9 7) 

Haki'iy piiMlu>ts 

0 21 

422 51II 1) 

3804(8 41 

(5| i«24 9) 

281 1(9 9) 

255 713 7) 

24/7(6 5) 

232 5(2 1) 

>27 7(29 2) 

Sugar kh.uid.is:ui siii 

4 06 

2'HI4<-3 9) 

302 2(16 21 

.’«) 1(17 2) 

221 9(-6 0) 

216(8 2 2) 

241 4(21 4) 

198 8(77 9j 

155 4)5 s) 

Sail 

0(M 

5M 1(4 3) 

540 8(<» *» 493 s, Id g)S52 5( 113 1) 

25') 3(9 (!) 

236 5(2 1) 

■’31 7(5 2) 

220 2(7.5 0) 

t diblo oils 

2 4S 

313 4(11 7) 

307 4(3 4) 

297 >( 1 4) 

293 2( 2 1) 

3(X)(HI8 3) 

253 6)6 3) 

738 6) 3 1) 

756 7(1 9) 

Tea and lotli e piiKOss 

0 24 

561 (8 2 0) 

572 2(22 0) 

4(,>' 1,-2 8) 

482 5( (4) 

466 6(47 6) 

316 2(,l 7) 

307 1,-10, 

305 7,4 8) 

Beverage toKii 11 > ,uiil 










liihaiee pnKliKis 

2 IS 

487 7(9 9) 

44 3(89 4) 

l<|5 s{7 8) 

376 3(5 1) 

356 9,12 5) 

317 3(7 0) 

2‘8> 5) 1 1) 

281805 5) 

Soli dunks 

007 

434 8(1 (') 

410.5(ncg) 

■1 >0 5(6 6) 

407 9(6 3) 

380 l( 16) 

386-023 2) 

311 7(9 3) 187 102(8)) 

Mfg ot hull 1 iganttvs 










(iiba>.io and /aida 

1 91 

498 8(9 9) 

45.3 9110 3i 

4114(8 1) 

.380 4(6 2) 

358 1(10 6) 

32 3 7(6 2) 

304 7,(9) 

2‘'3 3,16.3, 

Textiles 

11 5S 

322 2( 1 6) 

317t8M) 

(06(82 3) 

299 8(7 8) 

278 1(14 2) 

243 5(16 8) 

208 5,5 5) 

l9-r70l 3) 

t (Hlon textiles 

b09 

357(83 4) 

345 4(2 5) 

((/(84 6) 

322 1(5 0) 

3(8.‘K14 5) 

J(iK(82() 7) 

772 1)5 5) 

210 5( 16 0) 

C ollon yarn 

1 ?» 

392 8(0 1) 

392 5(5 3) 

(7j 7(-09) 

375‘8.9 0) 

413 3(16 9) 

353 (841 0) 

2s() /( 1 2) 

253 7(28 9) 

Ciaioii cloth tniillsi 

t 16 

339 1(1 0) 

336 3(1 4) 

((( 5(94) 

.30,3 1(3 9) 

291 (820 8) 

241 307 3) 

205 7)4 3) 

197 307 5, 

PoivcilcHiin 

0 91 

295 5(15 81 

255 l(ncg) 

.’5S 1(00) 

255 1(0 0) 

755 1) 1 6) 

251 2(0 8) 

249 2(26 6) 

1*16 90 8) 

llaiidlfHiin 

0 74 

4 36 4(7 (0 

407 9(4 1) 

(91 Ml 3) 

386 9(51 6) 

255 2(0 0) 

755 207 8) 

2166(00) 

216(1)7 4) 

Juii lesliles 

0 69 

514 3(1 7) 

5(15 8(5 4) 

4X0(8 9 2) 

528 7( 38 0) 

38.3 1(11 2) 

3 14 6(27 4) 

281 51-04) 

2X2 6(-5 7, 

WcMid and ivixnl pioducls 

1 20 

626 4(4 6) 

598 (834 2) 

4)5 9(0(1) 

445 8(3 8) 

429 5(6 3) 

404 207 1) 

345 1(63 6) 

211(832 5) 

Papci and papei pioiiiicts 

1 9‘l 

397 2(6 9) 

371 7(0 3l 

(’()6( 06) 

373(88 6) 

34 3 5(2 9, 

333 *),2 8) 

324 9(8 11 

3(X) 5(27 7) 

1 eatlx' .iiid Icaihcr pimiucis 

1 02 

296 4l 0 2) 

23)7 1(5 0) 

.’sr'MO 1) 

28? 5,3 9) 

271 *88 0) 

751 80 4) 

234 5(2 7) 

228 4{ )) 8) 

Rubber and plastic pioduds 

1 59 

249 3(1 7i 

245 1(0 3) 

'll 4(1 7) 

240 4(7‘)) 

222 7(16 7) 

)9()90 3) 

188 5ic4) 

182 300 M 

Chemical and chenuc<d 










produc IS 

7 .0. 

288 (86 3) 

271 (8-25 7) 

.'(>) 8(3 4) 

256 1(5 1) 

243 7(I2‘)) 

215 8,7 6) 

2(8)5. IJ K, 

17-7 805 5) 

Inorganic iheins its 

0 76 

.3.57 S(-l 9) 

3fi4 6(-5 6) 

(86 1(-| 7) 

l‘)2‘8ll 1) 

3.53 6)23 0) 

287 502 4) 

255 700 6) 

2<l 1038) 

Organic chemicals 

0 45 

129 2< 1.3 2) 

148 8(-2 5) 

|v'(80l) 

152 4( 8 91 

167 2(.30 3) 

128 3(0 3) 

127 9(0 9) 

I76H00<) 

Fenilisers 

1 74 

234 4(4 9) 

223.5(0 3) 

2.’.’9i4‘)) 

212 5(5 1) 

202 2(12 5) 

I79 8(-I 2l 

IKI 9(426) 

127 6(2" 5) 

Drugs and mcslicincs 

1 07 

3(.7 3( 37 61 

266 9(8 3\ 

216 It 1 7) 

242 7)7 2) 

226 (.(16 0) 

191802?) 

173 M4 7, 

165 8(8 3) 

Soaps and (teti'rgents 

0 88 

307 ‘8.3 3) 

298 2(6 2) 

2X I7|I0 7) 

253 5(6 3) 

238 4(12 8) 

211 4(4 0) 

203 3(4 7) 

l‘74 1( 17 hi 

Non-nietallii mineral pro 

2 4S 

.378(810 6) 

341 8(0 1) 

3)1 3(6 6) 320 1(11 0) 

288 3(9 1) 

2(>4 20 1 6) 

236 7(3 0) 

229 7 0 6 8) 

Cement 

0 86 

266 6(6 6) 25()0(-I0 6) 

2/''7(-.3 4) 289 6)10 2) 

262 8(24 6) 

2I0*>(0 7) 

20'»4( 3 5) 

2)7 1074) 

Basic metal, alloys and 










metal products 

7 63 

352 8(0 7) 

350 4(2 3) 

(i: 1(7 7) 

333 5(5 2) 

.117 Iil07) 

286 5(8 2) 

264 ‘>(9 6) 

74) 7(60) 

Basic metals and alloys 

4.78 

3t4 5)-0.3| 

3.35 6( 3 1) 

>25 6(3 7) 

.313 9(4.3) 

3(K)'»(10 S) 

272 4(8 9) 

?5() 200 6) 

776 2t5 5) 

Iron ami steel 

2 44 

.314 5(-1 7) 

320 0(3 6) 

(()«('84 5» 

295 (84 6) 

287 6(8 0) 

261 6(8 0) 

742 3)12 2) 

216 0(4 5) 

Ferro alloys 

0 20 

397 3(ncg) 

397 3(1 7) 

(•«) 7(0 4) 

389 1(7 21 

362 9( 39 2) 

260 7 0 3) 

257 4(9 7) 

2.34 6(5 2, 

Non Icrrous metals 

1 0.3 

415 9(2 3) 

4(8>4(3 0) 

39) 4(.l 5) 

4(8)4(5 6) 

179(820 6) 

314 3(4 6) 

3(8)4(6 8) 

281 2(6 7) 

Aluminium 

0 45 

416 2(1 6) 

409 6(4 6) 

191 •8-0 7) 3‘»4 3)12 7) 

34‘) 8(20 5) 

290 405 8) 

25). 8)8 5) 

231 20 9) 

INhcr non-ferrous metals 

0 57 

415 6(2 9) 

40.3 9ll 8) 

3‘*6 /( 2 1) 

405 2(0 7) 

402 3(20 7) 

333 3(-) 9) 

339 8(5 9) 

320 9)9 7) 

Metal products 

1 82 

.365 4(2 2) 

357 7(0 2> 

357 1(2 9) 

.347 2(7 0) 

'374 6(5 5) 

307 7(8 5) 

283 5(9 0) 

760 1(6 71 

Madunery and machme tools 

6 27 

304 7(1 9) 

299 9(-()4) 

3(8) 2(4 4) 

287 (1(4 4) 

275 6(12 8) 

244 3(4 <7) 

232 8(4 6) 

222 507 8) 

Non-elec machinery 

3 28 

.328 1(4 9) 

312 7(ncg) 

(12 6(8 8) 

287 2(5 3) 

272 7t8 1) 

252 3(3 2) 

244 5,3 2) 

23/0086, 

Eiccincal machinery 

2 99 

279 ){-l 7) 

28.3 9( 0 9) 

21.6 6(-0 5) 

288 (83 3) 

278 8(18 4) 

235 5(7 1) 

219 9(6 4) 

207,70 7 01 

Transport equipmem 

2 71 

289 6(.3 9) 

278 8(1 1) 

270 4(3 81 

260 4(6 1) 

245 4(7 1) 

22‘> 1)5 4) 

217 4,2 5) 

212 1012) 

Other misc mfg 

0 97 

181 8(0 5) 

180 9(2 2) 

177(84 3) 

169 7(-0 1) 

169 8(2 5) 

165 6)17 0) 

141 5(2 8) 

) 37 7(12 0) 

Food Index* 

27 5.3 

403 4(9 5) 

(68 4(4 5) 

152 5( 11 11 

317 4(6 31 

298 7( 10 6) 

270 (87 ()( 

252 .3(5 8) 

2 38 107 2) 


* Coinpositi: index of to>Kl articles and food pnidutiN PiKuiev in brackets aa* pi'iicntage vanalirns over the previous year neg negligible 
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COMPANIES 

KIRI.OSKAR Oil UNOINKS 

Mixed Performance 

KIRLOSKAR Oil, HNOlNtS isotiyaM 
in the manutai lure ot 3-f)50 HP engiiK-N. 
■R’ type engines, hiincul heaiini-’s and 
engine v.iIvc.n. biineinl ^lnp^. diesi'! en¬ 
gines ahosc ZSO HP ami assembly nl 
generating sets in ihc range ol 0 5 kS'A 
to lvV'\ The reecssionaiy iiends 

obtaining m the industry seem lv» have 
atlecicd tin perloimaiiee ot this Pune 
based company in l‘W7-0X While net 
sales increased matgiiiailv b\ 2 S iwi icnt 
(>\ei 1W6 1)7, opeiating piolil moved up 
by 1 1 pel vein ovei tin same piMiod 
'Hiougli iiiteiesi iliaisies vveie lovvu h\ 

17 b pel vent a sharp use in depievi.ilion 
(() S {K*i lenl 1 and tax piovision (up 1 .’h *• 
pel cent) nioie than otisel tins advantage 
But lor a shaip meiense in non opv'iating 
piotil (higliei hv •iiound Rs 100 vioie 
lollowiiig pioli* on sale ol iiivesimenis). 
the Loni[iun> would have seen a lovvei 
hoiiotiiline diiimg ilie veai uiid<’i o'view 

1 K'spite Its |)ooi iviloimanie the company 
laised the divivlend lale troiii pc vent 
laslyeailo P'ihmiv'iii Book v alue. mean 
wliili. nioveil up limn Rs 11S '> pei sliaie 
to Rs IK.’“i |HM sliaie Itie loiiipanv s 
equity ptesenllv quo' ■. al amiiiid Rs to 
on the boiiises. diseoimliiig its !')‘).'-0K 
eammgs pet sliaie by a men’ <i J nines 
lellerimg the pooi niaiket seiitiiiieni loi 
the slock 

Oelaved and unseasoiial laiiis kd lo 
negative giowih in ihv ovei.dl market 
situation III the agiKultuial seitoi i.s 2o 
HPi I'onsequeiillv the i oinpanv' s pi><- 
duvtion ol engines Iviwein 1 HP ui bSO 
HP lell lioni i'2 lOS to (ik220 u'.iieseni 
mg a (all ot |.’ pei veut Sale ol eiuiines 
III volunii leiiii.s. devliiud by to p<-i ,,ent 
fioni 7().07‘) nnils to o'.t‘)‘i 

On the povvei getkialioit limit how 
e er. the vompany peiloinK*d vvell hv 
legtstcriiig a o pti leiU giowih as mm- 
pated to a negative giowih witnessed by 
the |K)wer geneiation secloi as a whole 
The lattoi i ontinui J to he subdued and did 
not show any signs ol revival I he n vcs 
Sion ill the diesel geiieiatmg sets inaikei 
segment ..oiiimueil with nia)oi iiiduslrial 
.seetois liki' (.eineni and sie. I sutleiiiie 
recessionary I lends 

In the traviof segmu nt. w hile the oveiall 
niaiket grew hv IX pei lent, the i ompaiiv 
managed a viowili ot 21 pei vent Also, 
while the overdl aiilo vomponeni imiikei 
.segment was subduvd, the voinpany 
managed 'o inensise its maikvi sliau by 

2 pciLont.ve ^xllms in the engine hea'iiig 
indusliy by coiisolniatine its prcseiive m 


the tiactor and vai (OEM) segments and 
by intiodui mg ‘ A'l X'. the new generation 
ot beuiiiig.s 

C’OROM'WIM l FF-RTlLIShRS 

Higher Sales 

('otomanuv. I I eiiihsers. which manutac- 
tines anini'iiiium pho.sphatc ot diiteient 
giaik's. saw iiiisvil perfomiance m IW’-OX 
While the lomiianv's net sales shot up by 
2*' bpeiv.iii.'vei l')% 97, operating pi ol It 
Wits Itiphti I" 1 mea' 13 pci cent due to 
a sharp iiieieiise in operating expenses 
Hovneyei. a lowei non-optfrating loss (as 
voiiipaicl lo tin- pievuius vcai i and lowei 
iiilviest iliai"tN i.lown 12 4 pet eiiit) 
helped the loimsi'ty |k).si a 17 h pi.*t cent 
iiHiea’a' lit i(< l•"tlotnlllle 'I'lie vompany 
iijims that till' .'ovenimcnt’s di'cision 
to li\ a unilo'iii 'vlltng puce tor the de- 
voniiolleil i.’tiliseis fiom Apiil I. l‘>‘t? 
and alsi to m ‘tk 80 pet v'cni ot ihv 
Lompany's a>i li.>i subsidy vlaims based 
on audit V ertilii jtioii weie the two iiia|oi 
niv asiiicv ih.ii. lit a long w ay m iinpiov 
mg tlie oil tn. .a phosphutiL lertiliseis 
.■pan liom >i<'|>ng the industry iii its 
woikmg i.ipiitl iiianagemeni 
liov evi 1 w till.’ die lust hall ot ttie veai 
pii'ved to hi- siyiiiiivanlly betlCi tn t«’rms 
ol Sak s I'litii ' I .IS well as piotiiahihiy 
tile seioii I li.ih ol die yeai witnessed a 
imnitKi (I iiiii.ivoutahle developments 
I lie govi-Pini III .viihdiv'W the price con 
cession toi hydii <.aihons supplied to the 
leilihsc iitdii'iiN and deiontioiletl the 
lisdiovaiboiis till niisiesiiltedmasieep 
'•iviea<e m ii» ;ii.e ol hydiiH'aibon m 
|i'i(s, ieiid<‘iin" die opeiatioiis ol (lu 
conipaiiv's ti iptln ba.scd ammonia and 
urea plant^ iiii.i ihie 
i inihei .1 III |M vent devaluation ol the 
titiH-ecoupled.vM'i.iliikeiniailwav lieighi 
and otliei n .i .i.Med to the voinpaiiv's 
vois .Stianc'-h instead ol allowing the 
iiidnsiiy s plej im ,i suitable iiiv tease m 
selling pike',id I"h subsidy lot the rabi 
season, the 'jovei'iiiieiit decided lo leduce 
the siihsi'ly |v, R. ;s() jh'i tonne ot DAP 
'viili (iiotioiiioiiu'e lediielion m the vase 
• it tlievoiiip ,ny s miiplev terlilisets. with 
leliospi 1 iivv . lilt I lioniOeiohei 1 I9‘)7 
Avvoiilm,: lo ihe company, the ad.eise 
mipii t ol ,dl ill've iaciuis on its tiiianccs 
coiilil he i>i the iiiiie nt Rs .SI cioie lot 
a lull seal 

Meaiivyhik. ilu .oinpaiiy's complex 
k itihsei pl.iiii .ivliieved an on line stream 
lailoi equivalent to more than 3(K) days 
and pi oviuv IloiI (•! phi tsplini le acid t cached 
a icvoiv. level ol . i8.2hK loniies Also, 
with the iiisiiiilatioii of an additional 6 


EPW Research Foundation 

MW diesel generating set the fertiliser 
plant IS now almost 90 per cent selt-suf- 
iiciciit in powci and reportedly saves a 
considerable sum on account of captive 
power generation 

Howevei, a ihangc m the pioducl-mix 
towards less urea bascil gratlc ol fertilisers 
led to a fall m production ol fertilisers, 
alheit inaiginully. Ironi .3,9'!,49,) tonnes 
last yeai to ',90,272 tonnes 

The cvimpany was in the process ol 
inipk'nieniing anamnioitiaimpe>rt iaeility 
consisting ol an import lermmal at tiie 
lertilisei beith and a pqieline lonnecting 
u (o the icceiitlv msi.dled ,imnionia slot- 
age lank This is expected lo give Ilex 
ibilitv lo the company lo use impoitcd 
ummonia m pieleienic lo selt-manulac- 
tiired ammonia, depending on the •elaiive 
costs ot the alteinaliye smnies 

APR 

Focus on (’hemicals 

APR ifmmeily AndiiiaPiade'.hkaMiinol 
till I hapai gioup IS eiigagevi m ilie m.itiu 
l.ivtuieol Mvon grade wemd pulp, aba’-it 
i.iw matcTial loi m.mulavluimg visco.se 
lilameni yariiiV'f'Y) viscosesi,ipU libie 
iV.SP)aii(ip.ipei nie,onipan\ whuhhas 
ht'eii piomoteJ bv H,illar|<ui hidustiii s ,md 


^ WOMEN AND WORK: 

HUMAN RKSOURCi: 

MANACKMKNI PRRSPFX'TIVE 
Annradhii Sharma 
Tl^l^ bcKik covcis the entiie gamut ol 
women’s oceupalion wnh all dimen¬ 
sions. ptoblenis and complcxilie.s, The 
Indian .scenano of women's cmploy- 
nieiii Is clearly iuialy/c‘d The authev 
ihoioiighly examines Ihe factors 
deteimining women's occupational 
choice and how it is related to the 
occupation ot other incnihcis oi the 
family. Sevcial factors are also pn*- 
srnted which collectively delennine a 
woman's pc rionnance in a prole.s,sioii. 
This will piuvc to be a pn/ed collec¬ 
tion fur all students, researchers and 
scholars of sociology and women's 
siudie.s, and ot course foi all those w ho 
are iiUcrestcd in women's issues such 
as the .social activists, reformers and 
jouinalisis 

8J-2I2-0b27-{l /W Rs. M) 


fCiy\ Di-ji ihiilril /■', 

<;\AN BOOKS py r. i i n. 

I'lih /'I (ivaii Piihlisliing llousv 

s, Ans.n I Iv'Kul. \cu' I li'll;!■ I j IM)i0 
Ph, ’OC'KIOD, 1 A,?XS<)|4 

L'\.inhiidkI'l iloK \',nl nol iii 
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The Week’a Compaiiict 


(Rslakh) 


Fiaancial Indicators 


KlrloskarOU 
Entincs 


Coromandd 

FcrtUlMrs 


APR 


March 

1998 


March 

1997 


March 

1998 


March 

1997 


Sept 

1998* 


March 

1997 


Income/appropriatlons 

1 Net salck 6.tl35 

2 Value of production 63172 

3 Other Income 1058 

4 ToUd initune 64230 

5 Ran matcrials/stoick and 

spaiC) consumed 35587 

6 Other manufacturing expenses 8229 

7 Remuneration to employees 5445 

8 Other expenses 7129 

9 Operaimg profti 7840 

10 Interest 5178 

11 Crost profit 19188 

12 Depreciation 2103 

13 Profit before ttu 17085 

14 Tax provision .’205 

Profit after tax 14880 

16 Dividends 668 

17 Retained profit 14212 

I.lahilitiRi/asiitis 

18 Paid-up r<ipital 1902 

19 Reserve,s and surf/lus 32856 

.’() Long term loans 12636 

.'I Sh'irt-tciin loans 18191 

22 (H wliii-h h.uiL borrowings 7798 

't (iioss fixed .isscis 27027 

'4 Accumulated depirciiition 11839 

25 Inveiitoiics I(i3()2 

.'6 Total assets/li.itiililic. 84057 

Misiellaneous items 

27 Lxcisi dotv NA 

28 t.iri'- s.iliie added 45695 

) I'iial I'licign exchange imome 1719 

ii) > otal foa'ign exchange outgo 4037 

Ke> linum'lul and performance ratios 

31 fuinovcr ratio 

• sales III total assets) ("t-i 75 11 

32 .Sales to total net assets (CM 96 2b 

31 I .loss value added to 

gloss fixed assets I'li.) 169 07 

>4 Keium on investment 

(gross iiiolil to total assets) (%) 22 83 

15 Gross piotit to sales 

(gross margin) (9!) 30 39 

36 ftpciatiiig profit to sales 1%) 12 42 

3/ Pnilit befoie tax to sales (%) 27 06 

38 Tax provision to 

profit hefon: tax (*8) 12 91 

39 Profit atiei tax to net worth 

(return on equity) (%I 42 81 

40 Dividend (%) 35 00 

41 Eaniing per share (Rs) 78 23 

42 Book s alue per share (Rs) 182 50 

43 P/E ratio 0 38 

44 Debt-equity ratio 

tadfusted for revaluation) (%) 36 40 

45 Short term bank borrowings 

to inventories ('A) 75 69 

46 Sundiy creditors to 

sundry deb(vr.s (%) 55 54 

47 foial remuneration to employees 

to value added (%) 11 92 

48 Total remunetatiun to employees 

to value of production (9) 8 62 

43) Gross fixed assets formahon (50 5 01 

50 Growth in inventories Ck) -14 01 


61584 

46719 

37186 

357S4 

18584 

62361 

47127 

41350 

36939 

19437 

1686 

463 

437 

1047 

536 

64047 

47590 

41787 

37986 

19973 

35862 

21946 

2(M67 

13644 

9438 

8413 

11401 

8633 

14423 

4030 

5318 

1961 

1778 

1743 

941 

68.50 

4707 

3574 

4595 

2352 

7604 

7575 

7335 

.3581 

3212 

6287 

1718 

I960 

1491 

743 

7709 

5747 

4782 

2583 

2724 

1975 

890 

764 

1233 

650 

5734 

4857 

4018 

1350 

2074 

965 

1420 

1095 

NA 

NA 

4769 

3437 

2923 

1.350 

2074 

473 

803 

669 

646 

584 

4296 

2634 

2254 

704 

1490 

1722 

2432 

2432 

3975 

2890 

18285 

16291 

14102 

11560 

10079 

118.59 

6146 

4 354 

29136 

22577 

19614 

6415 

8415 

8162 

7377 

6288 

5438 

48.36 

8162 

7377 

25738 

53524 

50701 

.50014 

39618 

9884 

33671 

32764 

5934 

6106 

11980 

122.55 

12108 

8311 

7078 

71105 

40330 

40585 

65086 

49090 

NA 

NA 

NA 

400 

182 

25006 

9528 

7999 

5621 

4408 

1551 

NA 

NA 

6391 

3894 

5189 

22697 

18552 

273 

5877 


86 61 

115 84 

vi 62 

54 93 

37 85 

119 63 

149 34 

l.’t.90 

67 67 

43 29 

97 16 

17 80 

15 78 

11 24 

II 13 

10 84 

14 25 

II 78 

3 97 

5 55 

12 .52 

12 30 

i: 86 

7 22 

1466 

12 35 

1621 

19 73 

1002 

17 29 

931 

10 40 

1081 

3 78 

II 16 

16 83 

29 24 

27 25 

NA 

NA 

23 84 

18 36 

17 68 

8 69 

1599 

25 00 

30 00 

25 JO 

15 00 

20 00 

27 68 

14 13 

1202 

3 59 

771 

11591 

64 54 

S3 71 

43 22 

44 80 

NA 

3 86 

NA 

NA 

NA 

59 41 

39 15 

33 33 

195 49 

184 27 

52 49 

44 37 

30 94 

98 21 

104 22 

91 48 

637 3 3 

354 72 

353 31 

383 33 

21 27 

20 58 

22 23 

3101 

21 35 

853 

4 16 

4 30 

4 72 

484 

13 54 

5 57 

6 02 

26 24 

74 18 

12 72 

1 21 

38 96 

17 42 

68 00 


Andhra Pradesh Industrial Development 
Corporation (APIDC), also manufactures 
flexible packaging material used for pack¬ 
ing a large number of products. The com¬ 
pany, after commencing operations, initi¬ 
ally suffered losses due to problems re¬ 
garding sourcing of hardwood and due to 
cheaper imports The company came under 
the purview of the BIFR, but in 1987-88, 
with the Arming up ot international pnees 
of rayon-grade wood pulp and a rehabili¬ 
tation package, APR staged a turnaround 
and wiped off all its lo.sses by 1992-93 
1997-98. however, proved to be a bad 
year for APR. A delay in its modernisation 
and debottlenecking operations, which 
took longer than expected to stabilise at 
the desii^ capacity levels, led to further 
cost overruns. The Asian currency ensis 
coupled with sluggish fibre market both 
in the country and globally, resulted in 
tremendous prcs.sure on the offtake ot pulp 
by the company's major customers, con¬ 
sequently squeezing margins. 

Though the company's net sales in- 
creatted by 28 3 per cent dunng 1997-98, 
operating profit fell drastically by 25 7 per 
cent over 1996-97 Steep increa.xes in 
iiilcrest charges (up 33 8 per cent) and 
depreciation (up 26 5 per cent) led to a 
further tall in the company's boitomline 
Consequently, net prolit plunged by 56 6 
pet cent over the previous year. With earn¬ 
ings per share tailing from Rs 7.7 to Rs 3.6, 
the company decided to slash the dividend 
rate from 20 per cent la.xt yeai to 15 per 
cent. Book value, too, declined from 
Rs 44 8 per share to Rs 43 2 per share 
The company has now decided to con¬ 
centrate on Its core bu.sinesscs and lever¬ 
age Us .strengths in the process industnes 
With this in view, the company sold ofl 
Its packaging business to Paper Products 
and also acquired a majority stake in the 
hivcd-iift chemical business ol Bullarpur 
Industries The chemical ventuie. chns- 
tened BILT Chemicals, is engaged in 
business relating to caustic .soda, chlonne, 
plKisphonc acid and DCPD. and its units 
are located at Karwann Karnataka, Singuch 
in Gujarat (salt works), and Khavda in 
Gujarat (bromine businessi While the 
proceeds from the sale ot APR's packag¬ 
ing business was used to reduce the 
company's debts, the .stake in the chemical 
company was financed through pnvale 
placement of its dehcnturc.5 with Chescor 
Private Equity (CPE) at a premium of 
Rs 29 per share With this, CPE has ac¬ 
quired a 15 per cent slake m APR, con¬ 
sequently reducing the .stake of Ballarpui 
Industnes in APR from 50 per cent to 42 
per cent. CPE, which belongs to the 
Mauntius-haiteti Chescor India group and 
IS a niclic fund management company 
specialising in corporate finance and 
advisory services, ha.s also acquired an¬ 
other 11 perccnlstakeinBILTChcmicals 


NA ipcanv not available • means I S-namih period 
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CIVIL LIBERTIES 


Rule of Law and Organised Crime 
Maharashtra Control of Organised Crime Bill 

A G Noorani 

There is no douht that Miimhat and some otliei i ities. particularly 
large parts of Uttar Pradesh and Bihar, are threatened by mafia rule. 
That i\ no reason for not suhicctmg the Malunashtra Control of 
Organised Crime Bill, adopted h\ the state assemhh last month, to 
ohjretive and tureful anal\'si.s. 


IT IS preiiscly when a challenge t<i Ihe 
social ordei or to social well-being isgrave 
that the temptation to lUi corners and 
eoinproniiv* with th<> values of decent 
governance and the rule ol law is gieal 
There is no doubt that Mumbai and some 
other cities, partic ularly large paitsol I Ittar 
Pradesh and Hihar. aie thieatened by iiiatia 
rule Tliat is no leason lor not subjecting 
Ihe Maharashlta (.'oiiliol ol Organised 
Trime Bill, l‘»'J‘>. as adopted by the legis 
lative assembly on April 11, l‘Wy, m 
obicetive and laietul analysis It makes 
coiilessioiis to police ot(ii.efs adniis.sible, 
as 'IAI)\ did and aiithoiises telephone 
tapping 

'nuec ilctiiiilioii clau.scs aio important 
Clause 2ibl dcliiics an ‘■oicaniscd ciimc 
svndiiatc" to me.iii 'a gioup ol two or 
more peisons who, aciing eith.-r singly or 
collectively, <c. i syndicate ot gang in¬ 
dulge in activities ol organised ennie” 
Thedetinilionol ‘conspiracy' in the Penal 
codetS 120) has not been adopted It is not 
enough dial the >)ers(>ii,s aic cciispiiatois, 
thev must act m an m ganised mannei 
Hence, the stringent piovcsionsot the Bill 

Clause ?(e) thus defines “otgaiiised 
Clime" It' means any continuing unlaw 
lui activity by an individual singly or 
jointly, either as a niembci ot anoigatiiv'd 
Clime syndicate or on buhalt ol such syndi¬ 
cate, by use of violence oi threat ot vio¬ 
lence or inlimidatiun oi coercion, oi othei 
unlawful mean.s, with the objcctiveofgam¬ 
ing pecuniaiy beiients, or gaming undue 
economic or othei advantage for himself oi 
any otherperson or promoting insuigency” 
Political otfeiice (insuigency) is lumpc'd 
together with one ioi personal gam 

But what IS the ‘continuing unlawful 
activity' this definition speaks of' Ihat 
expression is defined in clause 2(d) to mean 
"an vity pnvhibited by law lor the time 
being in force, which is a cognisafile 
offence iHiiiLshahle with itnpnvmmenl of 
three years or more, i ndertaken either 


singly or lomllv, as a mcinbei ot an 
organised crime syndicate or on behalf ol 
such syuilieaie lu re.spcct ol which more 
than one >.liaisc-shceLs have been filed 
before a LOiii|icicnt court within Ihe pte- 
cediii^ pciiixl ol 10 years and that court 
has taken locnisance of such offeni'c” 
This icc|uiios not only nrgatii.sed ciime by 
ot vin behalf ot a gang or syndicate but 
fl/wMhat inoic dianonechaige-sheet - noW 
mere I'lRs - must have been filed in court* 
against the nii inlH^rs of the gang within 
Ihe Iasi dec a>lc The onus of proving that 
all these ll•;•le()lents exist is on the stale 

Commi'sioiiol theoffenceof ‘orgaiuseil 
Clime’ entails a death sentence oi life 
inipri.soninciii it death has been caused 
Iherebv bcsidi ^ a minimum line ol a Likli 
ol ruiKcs the minimum line in othei 
cases, iioiiiiatlv, is live lakh rupees plus 
fiveyear'^' impiisonment llic maxmium 
Is life impiisimment Special coiiits pie- 
sided ovei bv a ,,'ssions judge, appointed 
with the loiuuricnce of Ihe chief justice 
ot tfic BoniKo High Court, will try the 
offence 1 hcic is a highly and patently un- 
constiiulMiial provision here Clause 5(2) 
reads, "Wficic any question ari.scs as to 
the jui isdi,. I ii III of any special court, it shal I 
be relcircd to the state government whose 
decision shall be final". Reprehensible 
in piinciplc It IS violative of Article 226 
of the Constiiiition The di .ision is 
open to iiidii lal review Committal pro¬ 
ceedings aie dispensed with Appeal 
against a finai sentence or oidcr lies to the 
high couit 

Any sccti-iaiy of the state government 
can function as the ‘competent authority' 
foi dppniving applications by the police 
foi aiitlioiiiy to intercept "wire, electronic 
Ol oral «.iiiiiiminii ation" It docs not cover 
postal articles One wonders why such 
applu ation should not hr c nlcrtaincd by 
th> {uilge III the special court himseli. 
Clause II specifies the contents of an 
application loi such interception 


Tlic grounds for allowing the applica¬ 
tion arc, broadly. ‘pmbablecause forhclief 
in the culpability of the individual and in 
the use of the facility for commission ot 
crime The order of approval must state 
the reasons and set out tli^ details - person, 
kKatioii of communication tacilitie,s, type 
ol communication to he intercepted, etc 
It mu,st be submitted within a week to a 
review euinmittec, composing the chief 
secretary and secretaries in llie home and 
law ministry The additional chief sccre- 
taiy can also fill in tor the home ,sccrt'tary 
It IS an appeal fnim ('ac.sar to Caesar This 
body has to decide on the validity oi the 
order wiihiii 10 days of its receipt by it. 
The records mu,st be' preserved for at least 
10 years Evidence so obtained is admis¬ 
sible in the court I Inless si > authorised any 
police otficei who intercept.s any .such 
communieation is hahle to imprisonment 
for a year oi to fine of Rs 15,(MH) 

('onlession to a police officer ol the rank 
of superintendent ol poliee and recorded 
bv him are admissible in evidence 
Ctausi- iK(4)(5) and (6) reads thus 
"(4) hvery confession recoided under suh- 
seciion (I) .shall he .sent toirhwith to tlic 
chief luctiopolitan magistrate or the vhiet 
)u die tal magistrate havingjunsdictionovei 
theateaiii which suchconfes.sion has been 
recorded and such magistrate .sliall fot- 
ward the rceoided confession .so receivcxl 
to the special court which may lake cog 
tii/.ance ol the offence (5) The' person 
from whom a confession has been re¬ 
corded under .sub section (I} shall also be 
produced before the chief metiopolitcii 
magistrate or the chief judicial magistrate 
to whom the confession is required to be 
sent under sub-scction (4) along with the 
onginal statement ot conle.ssion, wntten 
or recorded on mechanical device williout 
unreasonable delay (6) The chief nietni- 
poiitan magistrate oi the chief judicial 
magistrate shall scnipulously iceord the 
statement, if any, macle by the accused so 
produced and get his signature and in case 
of any complaint of lorture, the person 
.shall be directed to he produced foi medical 
examination before a medical officer not 
lowct in rank than of an assistant civil 
suigcon ” 

Note that the magistrate is not even 
directed to a,scertain whether the confes¬ 
sion was made voluntarily. lie is required 
to ‘scrupulously record the statement', if 
any, made by the suspect. 

Properties of the accu.sed can be for-, 
felted to the .state on conviction if the court 
so orders. They can also be attached by 
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its order pending the tnal. There will be 
a rebuttable presumption of quilt if “un¬ 
lawful aims and other matenals including 
dcKnunents’' are recovered from the pos¬ 
session of the accused and there is reason 
to believe that they were used in the com¬ 
mission ol the oflence or if his fingerpnnts 
aie found at the site of the offence or on 
anything used in its commission. 

The draftsman ol the bill has been tixi 


zealous. Clause 25 reads thus: 'The pro¬ 
visions of this act or any rule made thm- 
under or any order made under any such 
rule shall have effect notwithstanding 
anything inconsistent therewith contained 
in any other law for the time being in force 
or in any instrument having the ioice ol 
law”. 

Thus not only the act but even a nilc 
made by the government under it “or any 


order made under any such rule” wilt 
override any other law, state or central. 
This is preposterous and is patently un¬ 
constitutional, both as an encroachment 
on the centre’s legislative powers and for 
excessive delegation by the state assem¬ 
bly of its legislative power 
It remains to be seen whether the pro- 
po.sed law will curb the menace tor which 
It has been devised. 


COMMENTARY 


US and India: Some Altered Terms 
of Communication? 

Steven Hoffmann 

Indian portrayal of the 'hegemonic' US and the Clinton 
administration's portrayal of the US as leader and shaper of a safe 
hut permissibly multipolar world are greatly at odds with each other. 
If the India-US sttategic dialogue is to have an impail on the way the 
post-cold war international order is institutionalised, some altered 
u rms of communication are called for. 


ni iRlN'd his January visit to India. 
i'S deputy .secielaiv Stiobc Talbott told 
an audience at New Delhi’s India Inter¬ 
national C'eiuic that “caticalurcs to the 
(.(intiaiA iiotwithstaiiding, wc don't see 
.viisetves a. hegemons in general and 
<. 11 luiiily not with regiird to your country 
Rattiei we .sec ourselves as conrcnied 
neighbours in the global village 
It the IIS does hold a hegemonic posi- 
lii>n in the woild order, certain Ameiican 
11 Hies ol the Clinton administration doubt 
that Washington has sought such a posi¬ 
tion eoiLseiously Indeed, they do not sec 
the US lollowmg any consistent interna¬ 
tional strategy oi overarching vision A 
non-partisan cntic has spoken recently of 
the Clinton adniinisiration's unsucce.sstul 
'‘six-ycar.strugglc to bnng coherence to US 
loreign policy in a time that often seems 
inuiherentItself- atimeofcontusing ethnic 
and economic rivalries, of elbowing for 
position in the pecking order of power" ^ 
Another cntic goes further. The adminis¬ 
tration has “reacted to international events, 
not .shaped them”, while the president's 
own “ihetonc has gotten out ahead of his 
willingness to deliver.. fThis] administra¬ 
tion. quite simply, lacks critena tor select¬ 
ing pnonties. It hasno broad strategy ...only 
impulses to do good or feel good. Policy 
has not been grounded in a hard-headed 
analysis of the US national interests 
But Indian .specialists perceive what 
might be called a ‘deep stnicture' within 


ciinent American toreign activity One 
version ol that structure has appeared in 
a recent book by a lornicr (MEA) foreign 
secretary In his siew, the US and other 
economically advanced countnes are or 
sixin will be pursuing u common strategy, 
key elements ol which are: (1) maintain¬ 
ing “long-tcim exclusive control ovei 
sophisticated technologies”, since the 
“industnaiised advanced economies con¬ 
sider unrcstncied transfer of technologies 
to the developing countnes a threat to their 
capacity ...to maintain thecorapetiti VC edge 
overthe majonty oi countries of the world”, 
(2) maintaining the “military and techno¬ 
logical .supenonty (oi the “US and other 
important powers”) over the majonty of 
the countries of the world”, (3) preventing 
“the emergence ol militarily powerful 
countries (except those which arc already 
militarily powerful and nuclearly wcapon- 
ised) as regional oi .sub-regional hegemo¬ 
nies”, (4) “insistence on discnminatory 
non-proliferation of various kinds of wea¬ 
pons of mass destruction and insistence 
on reduction of conventional forces and 
conventional armaments”, and (S) “intro¬ 
duction of the com epts of ‘irresponsible’ 
states and 'ioguc' states into the lexicon 
of international law and foreign policy”.^ 
Why would a leading American diplo¬ 
mat consider such a model a 'caricature' 
of US policy*’ Docs he, and the adminis¬ 
tration he represents, operate from a radi¬ 
cally different perspective*’ Or, as certain 


domestic criticism of the Clinton admin¬ 
istration suggests, does the Clinton White 
House have no meaningful toreign affairs 
perspective at all*’ 

CuNTONin. Rhctork’ and us Hegemony 

Whatever it may be called officially or 
unofficially, the Clinton administration 
has tned to create a coherent national 
security strategy on the rhctoncal level 
This IS rhetoric found mainly in a .series 
of si/eable documents that emanates from 
the White Hou.se and the National Secu- 
nty Council, and is repealed and eicborated 
upon by the Pentagon Recently, the 
department of state has begun to produce 
an equivalent senes of its own '* Words 
like ‘leadership’, 'engagement',and ‘.shap¬ 
ing’ figure strongly in such rhetonc. 
Amencan world leadership is pictured here 
as being directed toward achieving some¬ 
thing less than world hegemony or pn- 
macy, while making the US the world's 
indispensable nation nonetheless 

The sort of rhetoric favours insU- 
iutionali.sing the world order, lor the sake 
of institutionalrsation itself, and nrx just 
to privilege Amencan intcre.sts Thus, the 
world trading system siuiuld be 'rules- 
based’. and rest on a stable institutional 
and legal foundation The well-being ol 
Uie entire 'global economic system' de¬ 
pends on multinational and multilateral 
co-operation within a framework of gen¬ 
erally accepted rules, agreements, laws, 
and institutions Yes. the US expects to 
position Itself “at the centre of a constel¬ 
lation of trade relationships - such as the 
WorldT radc Orgonrsation (WTO). APEC, 
the Transatlantic Marketplace and the Free 
Trade Area of the Americas (FTAA).” But 
fairness, or levelling the 'playing field', 
IS what the US .suppu.sedly seeks within 
those relations. 

Addressing the matter of insti¬ 
tutionalisation in the international politi¬ 
cal realm, as.sistant to the pre.sideiii for 
national security affairs Sandy Berger 
claims that Amencan values and interests 
should be promoted “by entangling nations 
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in a weh of mutually reinforcing arrange¬ 
ments that maxiniiM; both the hcneiits of 
compliaiiic and the costs of transga^- 
snwi " A White UtHise-NSC document adds 
that “ihiougli this wch of institutions and 
ditangcnicnis. the United States aiiu its 
paitncrs in llte ina'inational lommunity 
an. laying a ioundaliMii toi seuiiity and 
pmspentv in the 21 si lentuiy” The web' 
that these statements t'livi.sion will appai - 
cm ly unaergitd an autonomous will Id onlei 
that sursises on the basis of its general 
ai-Leptitnii its sensitivity to the national 
interests ol >is prime lonstituents, and the 
eotiscnsual values it lepn'sents. i atherthan 
rest on the stiength ot one supetpowet 
Ol couise. the I'S doi's have its 'vilar 
iiiteieststo puisne A 'vital inteiest' isone 
ot “broad oteirnling iinnortanee to the 
sur\ IS nl. satelv, ano vit.ility oi oui nation'', 
and thcieloie is at the tvip ol any priority 
seale Sueh an interest is a matter ol dcle.ncc 
ralliei Ih.iii iloniinanee. even though the 
I'.s will uo “whatever it lakes" to pioieci 
Ol ailvaiice it Hut, exeieising long term 
lonirol ovei high level feehiiologies by 
ihe advaiucd poweis lot basieally eco 
iiomie leasons. docs not tiguie in tlie 'vital 
inien'si list Instead the point i' to prevent 
advanced te<. Iinology that piesenis a mili- 
taiy dungei li> the IIS and its IneniK tioin 
w'inding up in hostile hands, il possibli, 
xs well as deterring an enemy from using 
the Weapons ol Mass Destriielioii it may 
have, and devising means ol piotcding 
Americans when sin h deleiience lads 
Noi does t'linionile rhelo'ii speak oi 
preventing the use ■*! oihei inilitaiily 
poweitiil sidleseilliet aspect coniivlitors 
or regional heremons At the uiik' ot the 
Kiisli udnnnistialioii, ,i body ot language 
andthoughicon''eriied/wiihpi> venting any 
olhei gieat powei liom appealing vvhi'e 
preseiviiie tkS ‘primacy' and Ameiiia's 
uiiipolai iiiuinent' was in vogue in the 
11 S Itiii Ihe t 'linion adinintsti ation' s nasu 
disc'iuiise on tills sub|ect, contiaiy to 
assertions about it that other obseiveis 
may make, has been rather dilletenl 
'I he authoritative ('lintonilc doc uments 
have emphasised niiillilaleralisiii The 
liieloiie they eoniaiii has also made much 
ot Anietk.in liinitaiioiis us a supeipow'ei, 
these beuie diplomatic, mililuiy, and le- 
souic e liinilalioiis Die Clinton udininisi 
latioii smissionaiv/e.il lot nciii-piolileta 
tion ol we.ipoiis ol mass desiniclioii has 
bvCii latioiialised iioi by some woiKl- 
contioll'ng impulse, bin by a slicing sense 
I'l Amcncaii vulneiahtlitv WMI>ccinsii 
tiiii' 'III* grcalesl. liMst precliclabK. ami 
IcMsI pn.'vviilahl< daiicei to the Aiiieiican 
hoincLiiiil III the post cold vsai er.i Ihe 
l\ s( Am. man iielee rs agaiiisi n aie 


continued deterrence, which means that 
America must have a nuclear arsenal, and 
yet help to construct a world order which 
makes the use ol WMD less likely 
Such u woild order can he multipolar. 
As a top IKS inilitaiy spokesperson once 
said of I ic lal ly. the “rise ol regional po wi*rs 
rs leading to a niultipoldi woild'',und there¬ 
fore American 'engagement' in foieign 
affairs would be instrumental in delcr- 
niming wlieihei that world shall be “more 
sctHieoi iiioiedangerous" ’ Allhoughihc 
I ;S is expec led to lead and shape the world 
order, willing ccvoperation fmm other 
stales, especially from the most influcntiai 
ones that have acec.ss to WMD. is said to 
fie inestap.ihlv necessary 
Ceitamlv die Clinton administration's 
ottieial iheionc has also advocated main¬ 
taining an .\nieric'an military-technologi¬ 
cal le.idoveioinei nations Ftom Washing¬ 
ton s standpoint it is “imperative that the 
Uniti d Stale, maintain its military supe- 
rmiily in the Kico of evolving, as well a.s 
cliscontmu-uis thieats and challenges 
Witlioi'i 111111 supeiiority |America's! 
ability It) t M.'it global leadership and to 
iieale imenuiional conditions conducive 
ic' the a. Iiievenient ot our national goals 
woiihl he in iliiiibt” 

Amen, an iiidilaiy strength, and the 
sii|ii‘i 11 ir lei hilt tlogieal and indusli lal eapa 
cities that lie behind it. ate to he' used to 
help the 1 meet threats and challenges 
to Its .>wn se. uiity, although picveiuive 
and 'sh.ip'.tii' military and cJiplornatie 
aetions sl.all be taken tcMi 
fVspite (tic Amencan determination to 
exploii Ihe Diit Dining 'Revolution in 


Military Affairs’ that wilichangethenature 
of warfare, the Clinton administration does 
not claim the US military lead to last in¬ 
definitely. While no “global peer competi- 
toi'’ or “regional great power” is thought 
hkclv to appear between now and the year 
2015, the possibility ot one or the other 
arising after that date is recognised The 
Pentagon is even prepared to say that 
between "now and 2015 it is reasonable 
to assume that more than one aspiring 
regional power will have both the desire 
and the means to challenge US interests 
militarily” Most probably, no “regional 
power or coalition will amass .sufficient 
conventional military strength in the next 
10 to 1S veai s to defeat out armed forces". 
Blit that estimate applies onlv to situations 
in which “the full military potential of the 
United States is mobilised and deployed 
to the region of conflict". 

The US also expects the "proliferation 
ot advanced weapons and luchnology” to 
continue, worldwide Despite* “the best 
c'ttoits ol the* mlcinaiional community, 
states findit iiicieasinglyclifliculttocontnil 
the flow of intoiniiUion and a'gulaie Ihe 
spicad ot advanced technologies that can 
have I iilitary or terrorist uses" Thii.s, pro 
lifeiaiionoi weapons ot mass destniction 
(WMD) IS a piocess which is ultimately 
beyond the coiitinl oi the US and othei 
ma)ot poweis Anicric.ttis aie allegedtv 
“dramatically Safei than dmmg the cold 
war", but “the IKS homeland is still not 
Ice trom ixlcrnul thieats" 

In 1^07 an Amencan sliategy document 
issued by the’ While House and the Na¬ 
tional Seciiiitv f'ouncil (see iiote gave 


n j L Ancient visions and new experiments 

Food tor Thought of rural people ^ 

,na nev cxpci.nu-ntc Editors. Beriu\ Haverkoti and Wm Hiemilra 


I'rd peopi*- 


l-ii 


P New ftom ^ 

^ Books lor 

Chi^ngp 

Rs250/- 







tiHuifur thtUivhf \»i^ n\'‘ Ilf V lllMghlS.dKlllt llu Wf.il li 
Itt kilifWh'ilfTi (|| IIIIU pi n|>l< UllllfilJl I||\ 
irnn.intit Il hit;lili\;ht«fh« iiiNflto iiiloi ii 

i.mIi iitlift iihiiiil.iin nrir iMilii't il (lialoguc f»ii 
flilli I'nl vHiif< M)< ktiiiwlf pit V 111 within*lit itch 
Ihi I \pt lit iKi' 111 stiiiu 
I') iMg.(liis.inf>ii<> III tiMi ttiuntiM's .if mss \sm, Mil* .1 
I Hill \iiiciM.t intl tiiicipt .III thsitilxMl 111 .1 
V hithsiK tii.itiiii I, tilt ilini* lilt mk n.'ths aiul ilsi> 
limiMlMMiN oi this kntmUtli^f 

liMifu thom^ht «itlfiiiiiit stiniiii.i>it (01 im.ii 

|i< oplf 11 vt .111 h<*r s ill lilt IS lit \4 loptiM 111 
( g.tiiisitiionsami aKiii iihiii«iliMs thallc iikihu * 
i»n< rt> ifuik irii stiiiMfs fit kriowic(i)(f most 
appitiptiaif tfi sprililt nfflut^K^I vNijIamliiiliiiial 






Order by Mail 

' -fin iivi pf!»{to ActionAfft KaniataKa f*ro|pctv (AKP) 

* .r I r.<n Ptnase inrtu« ■ t»xlra on Intai cost oi your 
»ir«. t> V, ii'i frffwarding and pO'>(ac|(' 

'll Sinii A III'} siiL'i Itdiipiliin ^iMfO ' 

III ID I I IS I 0 S^Hti'hlr MYHii htchilin .Nifvuininl ID 

’III '4i.ii > iih I tNtipMi*) IIh NriiHtliihi A/eii Hooks I K 


11 * 


n/i. 

S/ CH. 

au./a' I 


BOOKS/ CHANCJF, 

lUt/f •pmomr 

•\ I mil III \i tJcjiiAid Kaniaiak 1 fs 




licotioinK and Political Weekly Mav 1. I9f^ 



the impression that American military 
activity would generally take place within 
multilateral contexts, rather than have the 
US frequently act alone. It pointed out that 
no one nation could defeat the threats 
laced by the US ‘alone*. But the 1998 
\ ci Sion ol that document featui ed a slightly 
niorc unilateralist tone While the 1997 
language held that the US "must always 
he pteparcd to act alone, when necessary", 
the 1998 revision says- "Wc must always 
be prepared to act alone when that is our 
most advantageous course.” 

In addition, the section on 'Advancing 
US National Interests' had been altered 
In.stcad of speaking of creating “condi¬ 
tions in the world where our interests ate 
raiely thieatcned”, the tevised pa.ssagc 
lead "W'c seek to create a stable, pcacclul 
inteinational security enviionnient in 
which out nation, citi/ens and inteic.sts .irc 
not thieatcned" 

Moieover. mention of ‘vital’ Ameiu-an 
.'iiemsts now up|K’aied in this section of 
me document, as did the slatenicni - "We 
ui|l do what we imist to defend tliese 
iiiUres.s. meliiditi}! when ncccssaiv 
asing oui miiiiiirs niighi iinilaicrulfy and 
il.‘i i.sisefv " lhai statement was thereby 
■nen gieatei piomiiiencc in 1998 by 
showing up eailiei than it did in 1997 

t etiainl). deleiisive and picveniative 
Aiiieiicaii action will he aimed at ‘tuiige 
stales’ llie logut state'eoncept is highly 
safieiii svitfiiti authoinative American 
ills lotu A logue' IS a stale that ihaMtens 
legional secuMly. and moie spc'citically 
ilieieiritoi lal soveicignlyof its neighbours 
I'l .1 region cntic.il to US inteie.sts It also 
liiieaiens a p,iriu iil.it I iS intciest, .such as 
ill'- “liec How ol oil" Hut the ‘logue si.iie’ 

• oiiiepi IS also grounded, by US iheloiic, 
I'l leniis tliai are not so limited, and these 
an seem thieatening to a coiinlry like 
India A 'logue' is a stale that "refuses to 
.it'ide by iiitemalioii .1 noims" And it can 
lie a slate engaging in the kind of weapons 
pioliteiatioii that “ihrealcns to upset deli¬ 
cate military balances m a region nic with 
long festering temtoiial disputes” 

Indian analysts might well woriy that 
an action such as the Pokhran 11 tests, 
which the US tended to sec as going again.sl 
inteinational noims oi standaids and cre¬ 
ating dangers in the (supposed) woild hot 
spot called south Asia, could lead to 
Wachingtoii placing then country in the 
lopiic stale’ category But these worries 
I an divcit dticntioii Irom the fact that 
f'linlomtc strategic rhetoric sets lorth other 
gciieial ui theoretical calegones ol inlei- 
nutional aeiois. one oi inoa* ol 'which fit 
India beltci than ‘rogue’, and am Iheieloie 
mote likely lo be used when Washington 


attempts to deal with New Delhi. Among 
those categories ate* (I) “the world’s most 
influential countries”, (2) those countries 
which can “affect our national well-be¬ 
ing". (3) ‘partners’. (4) ‘friends' who may 
not be American ‘allies’, and (5) “coun- 
tnes that are neithei staunch tnends nor 
known toes” 

Seveial of these terms, or near equiva¬ 
lents. have been applied to India via 
Amcncan rhetonc since May 1998. "[We | 
all recognese the leadership role that India 
has played in the tirsi hall-century ol its 
independence, and can play to an even 
greater extent in thi decades to conic". 
India IS important “economically, strate¬ 
gically, and politically - to the luture oi 
a stable and prosperous Asia and indeed 
to a stable and pnispeious world,” and 
“India’s impoitunce lo Amencan interc.sts 
will he correspondingly h»gh" A strategic 
goal ’rooted’ in the American self-inlercst 
now IS “lo see a secure India; a inoic 
economically vihi.lilt India, and, ol course, 
a belter relationship K‘i ween India and (he 
United .Stales" Moreover, a future m which 
there am “counteivaihng powers in Asia 
- like I iKlia. China Ol lapan - that pi event 
domination of the legion by any one powei 
and (ullow loi] :id|iistriieiils in powet 
adationships in the leeion. .without mu|oi 
wais" IS in ilie Amencan inlcresl 

It lndMandtheUS.irenot.stratcgic part¬ 
ners and if them is "teal political hesi¬ 
tation in India" about engaging in ‘‘lull 
blown suategic inieiaiiKHi" with the United 
States, they should h- “natural partners" 
iionellieless Too ohen "hwlory, circum 
siiuice. and mconipaiibihties ol perspec¬ 
tive seemed lo have kept us from being 
so",butlhatiealilvne(dnotbe peimanent' 
01 'immutable' ' flu possible aieas ol 
sc-ciirily lO opeialioii between India and 
the US could include counler-temiiism. 
slabiitty in the liuiian Ocean littoral, pie- 
serving t he (i eedon i < >1 high .seas, c'X|)aiided 
military cxerc ises. liigh level security con¬ 
tacts, inteinational peacekeeping, niihtary 
(raining, and a hnnled (programinel of 
miiitaiy sales " Km. the potential tor 
“security ro-opciaiioii between the two 
nations will not be lealised until we come 
to a better undeisi iiuling ot each other" ** 

111 the view ol one anonymous state 
dcpariinent otfieal. interviewed recently. 
India docs not wuni to thmaicn ihc sta¬ 
bility ol Its own legion India is a “status 
quo power . one which "accepted the 
cxi.stcnc’c ol Pakistan" even though “many 
in Pakistan could not accept that picmisc" ** 
The cleat imphcalioii is that India is not 
a rogMc Male Sec lelary I'.dtkitl, loi his 
pait. has said outright (hat (he US supports 
the notion ol India playing a “gieat-puwer 


rule in the 21 St century world’’ Bulhesees 
no contradiction between granting such 
support, and doing "everything we can to 
bnng about a 21 st century world that relies 
less and less on nuclcai weapons - a world 
in which the role ol nuclear weapons is 
waning, not waxing" 

Riiliork' AMbRiAiriy 

Plainly any Indian poitiayal ol the 
'hegemonic' US, and the Clinton 
administration's portrayal ot the US as 
leader and shaper ol a sale but pennissibly 
multipolar world am giealcly at odds with 
each other In order lo explain .such vaii- 
ance one might argue that American rheto- 
iic and Amcnciui actions do not mutch 
cithei. and that a key leatuie of Chntonite 
loH'ign policy IS that the US say s one thing 
and does another or ha.s strange coiiiep 
lions ol words leims like 'leadership' 
Hven someone who is not patticiilariy 
crilicul. hut IS trying to decide whet her the 
Kosovo iiiterveiitioii .ind othei mceiu US 
iiulitaiy actions tcpreseiil a signilicaiit 
alleiation ot administration policy, can 
wondei i( Cliiitonite st,i(enienls really 
explain what the US is doing 

But Chiitonile rhelotic probably should 
be iieithet igiiomd noi dismissed li sliould 
instead be seen is a sel ol sell- puK luimed 
standaids that arc not always met. but have 
surciv had consideiuhle iiillueiice on 
Washington's behaviour ovei the past 
several years, given both ihe peisisteiu 
el Fort made bv the Wtiile 1 lousi to propa¬ 
gate them and Ihe basic human desite for 
obsers'able consistency Most likely the 
ihctoiic corresponds more closely to i- 
cent leality than models. c\eii il they arc 
not caiiiutuies, (h,i( have been strongly 
siijped by anothet couutiy's very dillei- 
ent histoiical diam.is ^lKh as colonial 
subjugation, an ludcpendeiico snuggle, 
and loiig-teim elloiis to piactise un iiule 
pc'ndent lomigii poluy 

A foreign sliategic model niay .iLso not 
provide the be.st piism through wh.i h 
America's messy pi csent day loalities can 
he observed and understooii 'I he iheioric 
with which the Clinton adminisitatioii 
r.eseiitly detines and explains itsell mav 
not be much better, hut at least it is liome- 
gniwn and thereby moie lelleeliveol rece nt 
American experience Anv i iaim that the 
Imlian stnitegic community geiiei ally under¬ 
stands US sirategie behavioui benter than 
itsAmcncanpiactitioiieisdoisto loiniuit a 
sin sttnilartoone which western 'oiicnlaii.sLs' 
coiiimitled when (hey (tied lo claim su- 
peiior knowledge ol ‘e.isiem culliiies 

Mom imporiaiitlv, to ignore the ('liiilon 
admiiii.sn.ation's own iheionc may -.veil 
mean that petsons engaging in diplomatic 


HX)*) 
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and other sorts of strategic communica¬ 
tion with American interlocutors are 
missing a significant opportunity. This is 
the opportunity to "keep the Americans 
honest” by demanding that they adhere to 
the content of their own official rhetoric 
Were the Americans to do so. resolution 
of India-US national-interest conflicts 
would probably become a more manage¬ 
able endeavour This is not to say that 
Indian diplomats and strategic analysts 
should abandon any portion oi their own 
worldviews But lectunng or hectoring 
Amcncans about then ‘hegemonic' pre¬ 
dispositions. whether directly nr thtough 
such indirect channels as the Indian press, 
IS unlikely to he of much diplomatic help 

It would be more helpful to encourage 
and reinforce the American rhetoiical 
tendency to favimr the cieation ol an 
institutionalised world order which would 
have a life ol its own. separate Imni any 
Ameiican manipulation That world order 
would be one which impoitant countries 
like India would also shape acti vely, better 
in concert with the U.S than in perpetual 
opposition As the curient U.S-NATO 
intervention in Yugoslavia demonstrates, 
there are inajorlcaturcsot that world ordet 
which .aie open to question, even within 
tla* U.S strategicestahhshniciit, which New 
Delhi might well intleucncc constructively 
via a strategic dialogue with Washington 
that takes Clintonitc rhetonc inti > account. 

One such tcatuie. which has come into 
particular prominence in the I'S duiing 
March and April 1999. is what is being 
called the ‘f'linton dia inne’ It seemingly 
ainoiinls to “using an power to tiy to 
coerce political change abioail at little or 
no ii.sk to Aineiican soldiers"." even in 
a humanitarian siluaiion, rather th.in one 
in which vital Amencan intcicsts ate' 
involved Duiing the past yeat that doc 
tnne has been practised hy the US uni 
lateially (in the Afghani stall-Sudan case), 
bilaterally (in Iraq, with only the UK as 
a militarily active putinci to the I >.S), and 
in a nulitarily icstnctivc (lor the US) 
multilateral context (i c. as part ol the 
NATOalli.incc) when dealing with Scibia 
and Kosovo Linked to the application ol 
the Clinton 'doctrine to Kosovo may be 
what an American legal scholar has called 
a “pushing ol ilie envelope” of inicnia- 
tional law. or “being legally innovative” 
The reference here is to developing tunhci 
the legal lustificjiimis lor u.se of force by 
intcinatumal actois toi humaniiatian rea¬ 
sons and particulail) to stop pcneivcd 
genocide or some other “large-.wale vio¬ 
lation of human nghts” within an other¬ 
wise siwercign nation for that pur|H>sc 
a regional alliance - NATO - has by¬ 


passed the United Nations, preferring to 
act without seeking Security Council 
authorisation, partly to avoid being sub¬ 
ject to the veto power that China or Russia 
would piesumably exercise 
Tojudgelniin Indian governmental state¬ 
ments and picss commentary by the In¬ 
dian strategic community, India t^cs what 
can be called the 'traditional view ot inter¬ 
national law' which supports the United 
Nations charter's explicit pmhihiliun of a 
regional alliaiKe undeiliddng a militaiy cam¬ 
paign in the absence of Security Council 
permission Apparently. India would also 
agin.* with Jugoslav and Russian arguments 
that the hoiiihiiig campaign in Kosovo “is 
ac lear violation ot international law which 
tradilionullv elevates the value of national 
sovereignly in most situations ' 

II Inuia wishes to have an impact upon 
the wav in wIikIi the post-iold war inter¬ 
national ordei IS institutionalised, as does 
the I i.v tlieic are some is.suus which a US- 
India siiatcgit dialogue should pnihabiy 
covei One is whether India and the U.S 
itogethcr with other actois like UN .Sei- 
leiaiy (icnetal. Kofi Annan).''' should 
pcrhap> work on cicating a hettcr in 
iK'iwecn international law and any emer¬ 
gent need toi (Ik international community 
to halt geniKidc-likc activity 
Siimlailv. New Delhi can, as part of an 
ongoing stiategic dialogue, discuss with 
Washington (.iiid other interested parties) 
the pici edent setting implications (lorthe 
emergence I’l .1 widely accepted iiuei- 
national oiilen <>i the C'linton 'dociriiic' 
Wushingloii should be asked whcthei the 
US )call) eaiiis to lead other nations in 
forging an inaiiiitionaliscd inteniatioiial 
ordci, and. d so, w hethci the US can ri'ally 
alioiii lo use Its hi-tcch comparative 
militaiy advaniago so frequently'' Will a 
stable msiiiutioiialised world oidei ever 
appcMt It the I i.S is loo much (he “shenli 
with an allilude" or even the .seeming 
"mad hombei’ Might not the US do 
bcMiei to re\en to the ‘[Colm) Powell 
diKinne’. which held “that (he United 
Slates should intervene militaiily only 
when the ii.ition s vital interests were at 
stake only w ith decisive force, and only 
when Ihoie was a elcai goal and a defined 
siratc*g) lot getting out’"''** 

Indians w**!' wish to dcscuss Amcnea’s 
woilci role with mflucnhal Americans, 
wheie on the I iack I 01 Ttack II levels, 
ate ptonahly well advised to do by cK'ca 
sionally ccmuring into terminology tor 
which those Americans have taken res¬ 
ponsibility These arc teiins that (he 
administration now holding power in 
Washington iias put foi ward foi ilseountiy- 
mcn. othei nution.s. and history, to judge 


It by Even if Indian interlocutors simply 
employ .such terms in order to hoist the 
Amcncans by their own rhetoncal 'petard', 
the exercise would be useful, although a 
more constructive form of interaction 
would provick: more mutual benefit 
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^Leam Thorou^y’: Primary Schooling 
in Tamil Nadu 

Aruna R 

The Tamil Nadu legislature has adopted the Compulsory Education 
Act. Complaints have been aired tn this context about the nature of 
the instruction imparted by the state's Tamil medium schools: 
complaints of excessive reliance on textbooks, of the use of a version 
of Tamil that alienates lower caste pupils and oj failure adequately to 
facilitate career-building or higher education. 


THIS papei examine'* the conditions of 
leai ning in Tamil medium schools in Tanul 
Nadu It u'.es the research the wnter has 
undertaken torhci dtxnoral woik anddraws 
im hercimtinuing woik tn a'l ainil medium 
s>.honl This is more ot a report on the 
perceptions ot students, teachers and 
pan'iits and a response to them than an 
.issessment ot the state's efforts in the 
held ot piinury education It also raises 
(|Ut‘siions .ihout (ompiilsorv education in 
the context ot litese pciceptions 

'I ainti Nadu is one ot the ‘middle-level' 
Mates so tai us literacy rules are concerned 
ii ranks 12th in the Indian union in male 
liteiacy with 71 7 pei eeni, und 13th in 
ieinale litcrucy with S1 3 percent ISliamia 
aiulRelherford TIroughtliedropout 
rate at the primary stage is less than the 
nalionai aseiage, it is Mill tmuhling at 21 
pel cent |Rainanu|am l*>93| The slate has 
pioneered a iiumhei ot incentive schemes 
loretain ciiildten ai the piitnaiy level The 
hugely popiilai nndday-meal schene 
teaches over HO per cent ot the students 
in mtal areas (Tilak I996| and is credited 
cvilli hu"ng luduccd stagnation and 
wastage IRaian and Jayakumar 1902] 
hrcc h>M>ks and stationery are received by 
?() pci cent of the students i n the rural areas 
(I'llak 1906] 

Just 2 per cent of the 20,960 pnmary 
schcKils III the state are smgic-teachet 
schiKils Ovei 8K pei cent of the habitations 
in the state have been provided with 
ptimary schools within a ilistancc of a 
kilometre (Ramanujam f«931 Besides, 
Tamil Nadu is the only state to have en¬ 
acted a law providing tor compulsory 
schooling 

These aie no mean achievements, 
however, there is uneven development 
Thus, while the stalcw’ide literacy rate for 
women is nearu ly 52 per cent, this figure 
masks wide interdistrici dispantics in 
iJharmapun the literacy rate lot women 
IS 38 |)er cent while in Kanyakuman it 
is 76 per cent (Ramanujam 1993] The 


Compulsory Education Act has yet to be 
opciationalised 'Chough the number ol 
children in schools keeps increasing, child 
labour continues to sap the lilc force ot 
millions of childien no countermcasurc 
has been adopted except the commis¬ 
sioning of suivey alter survey. We need 
to begin by looking at the structural 
arrangement ol public education to resolve 
these contradu lions 

SiRuni'Rr 01 Si'iRKii ino sno Ar i i ss 

The Constitution envi.sagcs tree 
education up to the age of 14; that is, up 
to the eighth standard This implies that 
primary .schiuils iiip to the fifth standard) 
should be equal in number to middle 
schools (between the .sixth and eighth 
.standards) Yet there are 29,960 primary 
sch(K)lsandtewerthanb.000uppcr pnmary 
schools in Tamil Nadu (NCERT 1992) 
Even if we include those high .schools with 
middle grades, the numbci ol middle 
schimls lulls lai short ol 29,960 In this 
respect Tamil Nadu reflects the national 
picture 

Moreover, most middle and high scluiols 
aie far away fiom habitations than pnmary 
schiHils as they aie expected to seive a 
larger circle of habitations. Pnmary, 
middle, high and higher .secondary scImmiIs 
arc located in evci -widening circles Since 
most .schools III the mtenor or rural areas 
are run by the governinent they lack 
transport lacilities. thus accentuating the 
pniblem ol physical acce&s 

While the stale has incd to counter such 
pnrblems I hrough the provision ol free bus 
passes, the public transport infrastructure 
IS organised around the needs ol adults 
rather than those of ,school children 
Bus .servic .'s are not geared to meet the 
timings ot schcKiks or the convenience of 
students In dislricts hke Dharmapun and 
Arcot, Iherefnie, many .students have to 
chixisc between an iving late at school and 
walking anywhere between 3 lo 6 km to 
reach a middle oi high schixil Since the 


educational structure is pyramid-shaped, 
the higher the grade the steeper the incline 
a .student from a marginalise community 
has lo traverse 

Access IS often I'ecn in tcfm.s of the 
physical distance covered by a student to 
leach a .school Tamil Nadu is one ol the 
states that has reduced this distance for the 
va.st majonty of pnmary schcKil students. 
However, measuring access merely in 
terms of phy.sical distance nia.sks more 
than It reveals For example, it ignoies 
qualitative dangers such as ‘eve- teasing’ 
and caste-based harassment on a day to¬ 
day basis In many habitations, the .school 
IS .situated in the localities inhabited by 
upper ca.stcs, who ore hostile to .students 
belonging to lower castes and minority 
groups Companng the one km distance 
foi students in .such habitations to the one 
kill that students may have lo travel in a 
city like Chennai is socially mvopic In 
Chennai .students have free bus pa.sscs and 
can board buses to teach schrMils without 
fearing physical and psychological injury 
on account of then birth 

A related issue in act css is the que.stion 
of ‘decent dress' to he worn by girls in 
the hope of escaping sexual harassment. 
The issue ot liei* uniloinis ol the right 
si/es and m giM>d condition has cased 
matter s tor a large number ot pool students 
Such welcome ineasutes us the midday- 
meal schemes and the distribution ot 
free unitorms and hooks need to he ad¬ 
ministered sensitively to piovide icliel lo 
the lowei-incumc tamilies and facilitate 
education 

1 now present the concerns and dif¬ 
ficulties within the schixils once students 
have enteied the cla.ssioonis First 1 deal 
with students' views and then with 
teachers' ptoblcms and linally with 
parents' views Students concern.s centre 
over'X'hclmingly on the curriculum and 
therefore I begin with this area 

Svu ABI ANOThXIHIKIKS 

It IS a truism to say that the entire .syllabus 
toi each grade is taken to be lepa’scnted 
by the textbook As students move up tlie 
grades, the textbook dominates their 
academic lives to the exclusion ol 
everything else Most .students point lo the 
fragmented ways in which texthiKiks deal 
with concepts, skills and other forms of 
‘knowledge'. As a tenth-grade student 
pointed out lo the Tamil Nadu Committee* 
on Cumculum Load “'I'hc concept ol 
poverty line has real-life implications But 
we are given a l(X)-woid delinilton ol it 
in the social studies textbook and asked 
to reproduce that liist<'ad. it wc are .rsked 
to do a project on the consequences of 
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living underthe poverty line, we internalise 
the concept in the course of learning 
research methods What we sec and Icam 
will stay with us lifelong Textbook-level 
learning deters meaningful internalisation 
ol knowledge.” 

Another group of students argues that 
the language textbooks are ovetinaded with 
grammatical items and categories which 
do not in any way improve their com¬ 
munication competence in that language 
This is especially so in English “Wc can 
reproduce the textbook vcision ol a gerund, 
but ho w to use It effectively is beyond us”, 
.says one student 

Another complaint 1 rom students about 
language textbooks has to do with the 
representation of then concerns “MyTamil 
textbook haips on chastity of women in 
ancient Tamil Nadu, yet not a single lesson 
in all my 10 years has toiiclK'd on the 
hurdles laced by women like iny mothci 
or classmates or sisters in the 1990s’'. a 
tenth grade girl laments "We have never 
come across a lesson on caieer options 
open at let the lOlh grade We are raiely 
given an opportunity to sample the vancty 
ol writings th,ii have come nut in recent 
years, almost no short stones or plays 
appear in textbooks *' 

Many other students who woik part- 
time 111 suih industnes as automobile 
repairs or woik w-itu umily-ccntrcd pio- 
duction proie.sses such as fish prc.si’rv- 
ation Ic'd that the pattern ol instruction 
focused as il is on the olliciai icxtbixik, 
does not eneouiagc them to convlate the’ 
concepts Iviund in science tcxthcxiks with 
their work experienci- 

Textbooks could he supported and 
supplemented by story-telling, learning 
by doing, extra reading, the u'^e ot ap- 
piopriatc audio-visual aids and held visits 
However, most Tamil medium schooK. 
especially at the pnmary level, arc im¬ 
poverished in lespcet of these learning 
aids Even in si'hools where .such aids as 
alphabet charts and wooden hliK'ks aie 
provided, they ate not put to active u.se 
the leathers are afraid to use them daily 
as they are answerable lor damage and/ 
or loss of any item 

In some cases the physical stnictuie of 
the sihcxils docs not peiinit the hanging 
of clurtsornthervisual materials A school 
near Siv:<kasi has no pukka walls, in 
anothei, the granite walls requta' special 
drills Teachers ol yet another schtwl told 
me that thi*n.' was no piovision, hnaiKial 
or matenal, lor hammering n.iils into the 
wall * R''peated petitions to the educational 
officers have produced no results Anothei 
.schiKil had huge holes in the uxii and the 
Icachcis hail no ciiplHiatds lot storing the 


charts even if they hung them up during 
mstrucUon; the charts are rolled up and 
locked up in the only damage-proof 
cupboard in the school - in the head¬ 
master's riKim. 

No schtMil I visited in the rural areas 
around Sivakasi had an electneity con- 
neetton, thus precluding the use of elec¬ 
tronic media sill h as radio and television 
The tcaeheis arc preventing liom creat¬ 
ing audio inputs to foster leatmng by the 
high studeni-teaLher ratio and their lack 
of training m the use of theatre or musical 
skills 

Teacher empowerment is yet another 
facet of this issue many of these teachers 
felt that taking any initiative towards 
remedying these physical drawbacks would 
only backfire on them, inviting ridicule 
Irum iht ir peers and/or their supennrs' 
wrath A lew others were not interested 
m their schools and were waiting lor 
transfer ordeis Some teachers who were 
commuting itom other places. mo.st of 
them women, said they did not know how 
to go about enlisting local help to remedy 
thc.se siiuatioio 

The idea ol .i school library was often 
greeted with a blank stare No teacher I 
met could envision the purchase of books 
and other maietials for the .school library 
'Ther' are rules aNiul these things, proper 
channels to go thi ough". said an otherwise 
cnthusiastR te.ichcr ”It takes enormous 
amount of time and effort to cleai these 
ehaiincls 1 li.i\v no money to invest in 
anything like books ” Infrastructure 
eon.stiainis act as another deterrent space, 
pcisonnel. stoi<ige space and faiiliiies lor 
maintenance .iml proper care arc un¬ 
available A KMi hei who asks lot a library' 
IS usually s.idined with additional (asks 
related to these aieas, which also means 
that he or she w'lll have to pay tor damage 
Ol loss 

The textbooks are supposed to come 
with a tcaclici s guide that clahoiates on 
ideas 10 (oniieii the texts with real hie 
These aie i.itely distributed to all schixils 
When they aie, a single copy arrives mid- 
yeai, regatdiess ol the sue of the school 
Them is also ilie picssurc of “finishing the 
portions'u hit h allows little time or energy 
lo invent ereaiivc teaching or evaluation 
methods Oivimi all these constraints, total 
leiiancc on levthiKiks becomes inevitable 
and spells Inislration for lioth teachers and 
icarncis 

Anoihei way ot understanding accc.ss 
emerges in this context: access as a ladder 
lo ownership of knowdedge and individual 
empoweimcnt The official version of 
knowledge and the language to be used 
lo convey this knowledge are approached 


by students with a certain sense of awe 
and alienation, especially at the primary 
stage To understand this distance we need 
to turn our attention to the question of 
diglossia and the ofneial ‘standardised’ 
Tamil which has become the hallmark ol 
an educated person 

Diglossia, a linguistic phenomenon 
common to a number of south Asian 
languages, is a well-recognised feature of 
Tamil from the Sangom period. Over the 
post 1 SO years, aspoken and wntten version 
of the language ha.<i emerged as the only 
version worthy of public discourse, 
marginalrsing the dialects of regional and 
caste groups As Ilaiah (1996) points out 
in the ca.se of Telugu. bahujan speech 
forms are embedded in dialects, which 
are discounted in favour of a “purer” 
(standardised) form ot language A girl 
who ha.s been isolated within her own 
community until the age of five due lo 
clas.s and laste reasons encounters the 
oflicial version in a consistent fashion 
for the first time in the Llas.sroom Though 
her exposure to this form is u.sually 
limited to occasional outputs ot ladio or 
other mass media, she is cxpccied to use 
It foi intelligent intciaclion in the 
classrwm 

Well-meaning tcacheis begin correcting 
esciy spcccli/act she commits so that hci 
speech can c orrespond to the standai dised 
version This linguistic disciplining 
becomes brutal, though unintentionally, 
when the girl belongs to a lowei caste or 
tiitial community, since standardised! amil 
iscloscrtouppcrcastcspeci h One solution 
to this was suggested by some teachcr.s 
the appointment ol teachers who belong 
lo the same speech community as the 
majority ol the students However, the 
cuirenl recruitment policies do not seem 
lo favour this solution 

Tlic alienation that begins by a public 
dhsavowal ol one's .speech pattern grows 
as the student moves up the grades By 
the middle giades, the increasing 
complexity of conceptual and linguistic 
terminology furthers the di.stance belwew 
what IS deemed to be ‘knowledge’ worthy 
of being conveyed to .students and the 
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'knowledge' students bring from their 
paflicipation in the lives of their families. 
The instructional method most prevalent 
in schools - that ot chalk and talk - also 
reduces the sense of affinity st udents need 
to develop in order to make use of their 
education 

Anothei dimension lhat is lost due to 
the rigid conception of 'good' Tamil is the 
cultural capital accumulated in dialects 
Speech communities in Tamil Nadu have 
well-developed pnxluction processes, and 
the s|K‘cch o( each ol them is a rich re- 
IKisitory ot pniduction-ielated terms and 
kn<*wledge By correcting the siieech ot 
the ihildicn belonging different com¬ 
munities. we dispossess them of their 
cultural capital 

A poignant example of the .sort ot loss 
was observed by me in a Chennai school 
where theie weic a number of children 
ftom fishing coiiimumtics When their 
teacher iiUiodiieed the word 'champanki'. 
these first staiiduid children iiisisle J it was 
,) vanely ol fish The teuchei. who was an 
upper Iaste vegetarian, did iioi agree The 
power, vested in hei by the state and 
MKielv eiisuied ihat hei contention - (hai 
ii was .1 Ihiwei prevailed boi asix-veai - 
iikt such an event is lull of hiddini lessons 
.ib'iii) hei •'iiniiiiiintis s use of a loininon 
l.aiguugc 

fhiis ‘vhei! .I'lcss IS interpriUed to 
nil .in the -I .l..iKe iictween the lessons 
III.Ill lie sl.leevix'neiieesandlhelessons 
.iiiiihed ni the textbook and purveyed 
)>.i te.ic'heis welindthat Iamilcla'..siooms 
ollei ashpiieiy slope lor childien belong¬ 
ing to lowei class and caste gioups to 
scale 

I’VKI MS -VSI) Pi KI'OSI Ol lilH ( MION 

I opan Its. all the above issues eons ergo 
on a single maicu coiic erii where docs ten 
veais of general education in Tamil lead 
tlieii eliildrc*n’’ Most parents I interviewed 
wete categciiicul cu.out the impottance oi 
literacy andi'clucutioii However, they also 
expressed the view that the primary 
education provided by these schools was 
inadequate lor caieer and character 
building They in.si.st that meicly depending 
on schcxil education would leave their 
children in limbo when they complete 
sc hool They ob.scrvethat schcxii gi aduates 
eineige as people incapable o( dealing 
with day-to-day encounters with the larget 
world ol woik A commonly dic'd example 
W.IS that ol a schiwl graduate's inability 
to interpret a government letter oi fill in 
any official (onn from a bank or other 
business cstahlishinciit 

Besides, the level of literacy and 
laniilianty with numbers a 10th standard 


student achieves is not adequate for 
securing jobs with middle class prospects 
“We are unskilled in the sense we ate not 
trained in a specialised trade, and end up 
doing any kind ot physical labour But a 
schixil gi^uate is unskilled for practically 
all available work his education is not 
enough for white-collar jobs, he has no 
training lor blue-collai joh.s, and 
psychologically he is handicapped toi 
taking up physical labour You (ell me. 
why .should 1 send him to .schixil lor ten 
years'’” asked an agricultural worker neat 
Sivakasi 

To parents I ike hi in, the opportunity cost 
ot education is not just the wages lost 
during the yc^ the child is in school It 
also includes the money, time, information 
network and emotional energy needed 
to find a suitable career or higher educa¬ 
tional oppoi lunity tor the schcxil graduate 
As Drury’s clhiiography of parents 
fiom Kanpur sliows, the social and eco¬ 
nomic capital required to acquire cithei 
ol these oppoituiiities is closely tied to 
one's caste, class and gcndci positions 
Planning foi access to pmtc.ssional ttain- 
ing Drury pom's out, requires a wide- 
ijtiging inloriiiatioii network This 
network IS geneially an inloimal one 
(Druiy 

First-generation ieai ners in government 
schiHils lack this social capital Tlx'rc are 
no oflicial stiiutuies in place to offer 
giiidanvO lo tins group ol studcnl.s 
“I’rcparaiion toi |x>si -secondary education 
requites a ceitaiii kind of training but tor 
my classmates and me. even information 
about options at the higher secondary level 
IS scatcc". a 1 0th grade .student in Chennai 
laments “Do we have the skills and the 
knowledge base to cope with the vanous 
specialusaiions offered in a highei 
secondary course ’ It we don’t, how Jo we 
acquire them ' Where do we go for 
inlcnmution on ihe possibilities foi 
scholarships Ol ediu aliotiai loans'' We need 
to pestei out paicnis or their friends lot 
such inforiiiatioii .M.my of us have parents 
who are mental labourers who barely lead 
Their friends do lu.t have access to this 
kind of inlorniation either We don't even 
have access to mtoi mation on caste-based 
scholarship programmes, though we lead 
licrv anti leseivalion letters in the 
ncwspapeis " 

The seaich fot vuch an iiiformalton 
nclwoi klak es parents and students in urban 
areas through extraordinary social 
acrobatics Mother., who serve as maids 
in middle class households take their 
schiKil-going chiUlren to their employcts 
on a legiilai basis and seek their guidance 
They seek help on issues ranging fiom 


supervision of homework toreprimanding 
the students for not doing well in 
examinations Manychiidrencndupdoing 
unpaid labour in these houses in return (or 
the employers' help Girl children arc 
particularly vulnerable they are likely to 
end up taking on then motliers' duties and 
dropping out ol school 

Other parents kx)k to employers in the 
unorganised sector tor help Hunee their 
insistence on pait-timc jobs for their 
school-goingchildrcn I^i apaienilacking 
in .siK'ial and economic capital the only 
resort is to combine schixiling with job 
training Many parents in Chennai, lor 
example, scleit atter-.sciHX)ljobs ioi then 
children very caiefully Auto repairs, 
carpentry and plumbing an* prcicrrcd lor 
boys, while shop assistant fobs nr 
packaging in gnx:cry stores are favmircd 
lor girls Foi a parent without a social 
network providing access to iiifoniiation, 
the unorganised sectoi cstablishineiil that 
employs hischildren part time serves manv 
puiposes It IS seen as a beginning in the 
setting up a nelwoik of contacts, it keeps 
the adolescents nil thoslrcets, places them 
under trusted adult .su[h.*i vision, inculcates 
punctuality and teai lies social skills such 
as how to inleiact with customers ot 
ditlercnt cla,sse.s 

Tins rcginien ot three to lour hours ol 
work altei six hours oi .school spells 
ciunnuius physical siiess toi the students 
Tlieir parents arc aware ol this strain To 
many parents, child labour is a hatclul 
ptoposition, yet they engage then children 
in apprentice positions to ensure a more 
secure economic future A contract match 
worker parent asked me biltcily,’'Would 
any patent willingly force his child to 
work with these chemicals l(irju.sl his own 
financial gain'* Our socio-economic 
situations aie always talked about in the 
absiiaci by educated people like you 
Facing these .situations every day and trying 
not |U.st to survive but to lacilitute aslightly 
better position tot my child caniu'* be 
undeistiKxJ even by well-meaning middle 
class folks “ 

IX'spite then scepticism about the utility 
»l publii education in the |oh market, 
none ot Ihe parents I met denied the 
nnpoiljiicc ot education pet .\r “I In 
educated persons will die athousand deaths 
every day in this sixieiy”, said a mother 
A l.'^-ycai old laboua't aigucd that he 
picferri'd adult liteiacy c ia.s.se.s lo going to 
.school, since .such clas.ses combined 
meaningful activities with instruction on 
reading and writing According to him his 
work as a child labourct in a match factory 
gives him skills lhat cannot Ik.* learnt in 
any .s 'luxil. and tins training plus adult 


Economic and Political Weekly May I, I9‘W 


1011 



aliic.Uu>n wiiuloopcnmorotioois tui liiin 
■‘When I am l (* I am jromg to hi- in a hetlei 
position !(• Man mv own unit th.in aii) 
sihool eMiiiitiie I know where to po to 
gel U>an» wiin to hue and what lo iiiveM 
III VousIk'W iiK'imeSLhiMilgiaduatewho 
can inaieh this” In ihi^ folk theory ol 
possihilils, %elio(<l-hasi'deiluiatioii has no 
liim iilute 

'riiisamlnpuoii < atiitiidi' towards piiblii 
odm alioii IS made shaipei nv the i ommon 
peieeption ol a middle vlass Ihghi lioni 
It I'o mai s p.i eiits the puliln eduiaiioii 
we us I siH i''i\ have planiii.d and Iniill is 
a lusmioMs asu'ssois ‘ l.iieiaiV without 
a sense ol ••iiipt'wi inient is what is on 
ollei III SI hoo|'. and v ei aniiol alloid n' 
said a paieiii < )hi iiniiie this edii.aiion in 
a me.iimn'hil and empoweting wav o 
deteiiedlw lilt vei''ysieni itspsiamnlal 
siiiKliiie Uu so^io ei oiunnit. loiulilioits 
ol tlieiiiaioiilv ol laiinli(.sniakelheiiKlme 
ol this pMaimd sieepei We neeil lo ii think 
piimaiy edui. ationiiiili<'i.onie\loi paienial 
as))ii.iiioiis isvtellasi hddien'spiopeiisiiy 
lo leaiii Ver\ sensilixe Itisulised ada(>t- 
alions to ax t omiiKHlale the siii lo eiilliiial 


milieus ot I he marginalised groups are 
called fill 

Com I I'sitiN 

’riu dilemmas tax-cdhy students, tcachets 
and parents willnn the cuneiu sysleiii of 
puhlix ediisaiioii raise vciy tioublesome 
questions about eoinpulsoiy I'ducation 
llieie tan be no doubt that all children 
need lo be in sthool Howewi without 
meeting die xliilxiien's needs anti paiental 
aspirations and empxiwctingteaeheis. how 
'ellcilivi t .III "ur selitxils be’’ Mow do 
we ensiiii ih.ii sclioolmg empoweis the 
leal net ex n as it equalises eduxalional 
oppoiiiiiiitx ’ 

A coiollaix to this quesliiiii is about the 
w.iy puldu duxalion policies dll made 
Hxxw well xio die processes ol fxdiev 
making lellts! .nitl/or iiuoipoiale the 
volix's ol tlla. eeilieill ol stHielX wIlRlI 
n.is Iveii ilxnii ii .'diiiatioiial uxt css lot sxi 
long’ I'xeii iis xxe demand xximpulsoix 
ediixaiii'ii 'lull I we need to neat- 
pnm sM- di.ii lie people-itixlusive ' 

1 niallx hoxx V ell dix's out edncatnmal 
svsii ni .iiiil I'X extension xnii sonelv 


facilitate scif-actualisation, another goal 
of education, apart from individual 
mobility * True empowerment is built on 
both these aspects of education, and unless 
we ensure that the eurreni system is cap¬ 
able of advancing these goals, “learning 
thoroughly” - the motto ot the Tamil 
Nadu Textbook Committee - is likely lo 
lemain a chimera 
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A Nine Days* Blunder 

J V Deshpande 

To expect the nuiny regional, highly personalised parties forming the 
opposition to come together and stick together to fight for the 
somewhat nebulous cause of secularism was unrealistic in the first 
place. To expect them to do so hy supporting a government of Soma 
Gandhi from the outside', without .sharing the .spoils of office, was to 
expect our ruling clas.se,s to act completely at variance with their 
known character 


MERCIRn.I.Y. the innumerable gyia- 
tions ol the diflerent (mlitical parties and 
the populist po<;tunns:s of their leaders 
have subsided lor the time being and the 
I (Hinti 7 vs ill soon be idcitig anoihei general 
election Such a conclusion of the crisis 
treated hy the defeat the BIP-led govern¬ 
ment hy one vote cannot be much to the 
liking n| lay.ilalitha of AlADMK who 
pa'iipit.ileil ihe crisis m Lok Sahha in the 
tirs| pla-.e and Sonia (landhi and hei 
ulvisLis Mho tried to turn it to then ad 
V .intage and Surieei ol f'Pit M ) who egged 
t.ei on (liven the Iractious state ol the 
'I'esent laik Sahha. an eaily general elec- 
•u'li was to be expcctcil. hut the Congiess 
.-vpccied It to ht* held with Sonia Gandhi 
as the PM. even as a c.netakei PM So lai 
e. Jayalalitha is toiueined. it is doiilittul 
il she envis.ig-Hl siitli a turn <•( events at 
.•II Willie <•> I'ti'ie a public row about the 
viranissv:,!ii.e alt liiefandabout I'einaiides 
(Mfid'nig ol the delencc portloho, she cori- 
•iiletitlj evivcled the bJP-led government 
to capitulate before her once again and 
K-iliess hei nioie urgent but less publii ised 
giievaiiets The earliei record ol the 
goseinineiit certainiy (usiilied such con- 
iiileme Anvwav Ihe oulconie was not 
iliiite the one ctihei hud baigained 
loi Incidt .Hally, all p.irties seem to have 
ioigoticn the disnns.sed naval chicl 
altogether 

ro expect that the many tegional. highly 
personalised partie- loiining the opinisi- 
tion would come together and stick to- 
gethei to light foi a somewhat nebulous 
cause such as secularism was unrealistic 
in the first place To expect them to do so 
b) supporting a government ol Sonia 
(iandhi ‘liom outside’, without sharing 
the spoils ot oltice, was to expect oiir 
I u ling classes to act completely out ol then 
known character To cxpcx'l them to do 
so with electicsns in the offing, when the 
Mappings of office come in very useful, 
would Ire against all past expenences 

Active politics in India has become 
devoid of substantive issues. Considering 
tlie gigantic and critical problems that the 
country ts lacing, thisis a crying .shame but 
•here it is Indian (hiIiIics Uxlay revolves 
around pcrsonaliiics who make a political 
career by building up a personal constitu¬ 


ency in a specific section of the society 
by cleverly woiking upon then sectional 
interests or sectional pnde. often merging 
the Icadet's personal interests and egos 
into those ol his region or commimly 

In an unu.sual moment of candour tor 
a piuclising politician Ram Vilas Paswan 
ol the JD dcclaicd that no mattci how 
parties gioup logeihcr in the next lew 
days, in any conliguralion he would be on 
the opposite side ol Lulon Prasad Yadav 
He IS not alone in basing momenious 
political decisions on personal prejudices 
and interests Tliose who succeeded in 
ousting the Va|p.ivce government found 
that putting togetliei a new govcriimeiit was 
lat more dilfieuli Iheic are leally no 
solutions to the hurdles created by the 
various personal .immosities and ego trips 
of smiill-time pnliiK lans with laige egos 
bi.” with liny, hmiled hon/.oiis These are 
com|)oundc'd by then political compul¬ 
sions. often c'h.iiii.ihly desenhed as re¬ 
gional aspirations 

The events ol the past lew days have 
sliown once .igaiii how wtxilully wanting 
the political leadei s aie in playing the roles 
thrust upon them Anyone trying to rustle 
up suppoii loi a minority Congress gov 
ernment, would hiiv e to cope with not only 
with the antipathy between the above two 
leadeis fioni Bihar, but many others 'fhal 
the Bansilals and Chautalas. Mayavatis 
and Muluyams, Karunanidhis and 
Jayulalithas will all sink tlicir ditlenmces, 
foigel the giound realities ot polilus in 
their regions of influence and put then 
shoulders togeibei to set the country on 
Ihe .Secular I’atli iiiuler the leadership of 
Soma Gandhi was not an assumption any 
realistic observer would have made Yet 
this IS what the veterans ot many a draw¬ 
ing-room jHiIitical battle believed they 
could achieve Tlic ('Pl(M) worked tire¬ 
lessly to oust the Vajpayee government, 
even going to the extent of woiking to 
install a minority Congress government 
ted by Soma Gandhi, supported fn>m 
outside by other secular-mindcd parties 
To achieve this, i: was prepared even to 
jctti.son Its socialist aspirations Alter all, 
no one has any illusions about the eco¬ 
nomic policies ot the Congrcs.s. Other 
parties in opposition, though not ovcily 


concerned about economic policies, do 
not perceive any special secular virtues in 
Congress In the eyes of both the BSP and 
the SP. Congress and the BJP are two faces 
ol Ihe same coin, a view held by CPl(M) 
not too long ago TIk* mucii-toulcd Third 
Fnsnt had been iomied and sustained pre- 
CLsely to stay equidustaiit lioin the Con¬ 
gress and the BJP Yet even when it was 
functioning, it is doubtful wlicihei all its 
constituents had equallv let vent convic¬ 
tions rcgaiding either se«.ul.iiisin or 
equidistance from Congrc.ss and the BIP 
This came out in a shot t time Both Tciugu 
Desam and the National Conference broke 
ranks quite eai 1 v 1-orTlJ anti-Congres.sism 
IS more important than secularism It was 
always.so.Thc DMK pciccivcs AlADMK 
as a greaici menace to its survival It 
promptly proved this by switching sides 
when the AlADMK changed its allies 
Today the (.'ongiess and BJP aie the 
only parties which can be called all-India 
parties Other parties which have a pres¬ 
ence in Lok .Sahha have cuived out .space 
lor themselves in their legions after bittci 
lights mainly with Ihe C'ongrcss and only 
lately in some parts with the B IP. 7 o make 
comiiion cause with the Cirngrcss to light 
the BJP does not make sense to them. 
Some ol them, like Lalins Piasad or Jaya- 
lalitha. have a mote personal agenda to 
see the BJP-leil government ousted at the 
eailiesi, with .so many court eases closing 
in on them To atliibute their suppoit lot 
toppling the BJP government to commit¬ 
ment to scculansm is to misread the situ¬ 
ation completely Mulaytini Singh and his 
Samajwadi Party on the othci hand have 
no such urgent reason to topple the govern¬ 
ment, paiticularly it It would .strengthen the 
( ongiess. his mam iival in his own um- 
toiy There was no chance he would support 
a Congress governmeni liom outside 
A by-product ol the realignment of poli¬ 
tical forces in the last tew weeks has 
generally gone unnoticed Bvcti though 
nominally the aligmiicnl is loi and against 
secularism, it has aUo hiought together on 
the same side tliice individuals against 
whom there are venous and crcd'ble 
charges ol misuse of olliee and who are 
lacing imminent action Inmi law-eiiloree- 
na-ntagencies Willy-nilly. thecoiilnuilation 
gets reduced to one between them and 
tiiose With a relatively clean image 
Bv an ironic twist ol events, the left 
parties have thrown in then lot with the 
side with Ihe leaders under a cloud They 
worked hard to install in powei a party 
which IS unabashedly doing the bidding 
of multinationals and intcnsittonal capita¬ 
listic forces In the process, they have lost 
ground amongst many who have some 
empathy lor the socialist cause, without 
gaining any new siipjHirters .Surely ii is 
time for the left to considei soiio’isly 
whether the game ol .seculaiisni is worth 
the candle of socialism 
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TAMIL NAIM! 

Miracle in Milk Procurement 

S (iurumurthi 

After three poor \eats of milk procurement. Tamil Nadu has been 
Me to realise some of the dormant potential dans' sector in the state 
with mnos’atn'c poluv-level thanf;es 


IN an intci viowio Uve.sUK k Inteniational. 
acitcii international )ouinal dealing with 
animal hushandr\' and dan ying. I' R (iupta. 
editot and publisher ol Dutrv Irutm. V7. 
lamented the absente ol awaicness and 
tiifonnalion about the liiestock seelor 
among the poliev makef<i and geneiui 
public thus "Not many know that India 
has overtaken the I >nited States to hecome 
the woild's iiumbei one milk pioduLCi 
Nor, It IS realised tli.it milk is India's 
iiumbi'i one laiin eoinniodity. suipassing 
even nee m leims ol the value ol its output 
tothen.ilion.ileconomv"(‘ 'I-ittle' Awaie 
nessaboutLivestock,naiivAvliievemeiits , 
ItuMHi'w Ijitt Novembei •(, l<W7i 
Dutmg U7 India was estim.iled to 
havepioduiedTO b million tonnes ol milk 
valued at Ks (i.t.tKHi note sompated to 
71 *57 million tonnes '’allied al Rs StKOsO 
cioie loi lue OH Kb million lonnes valued 
at Rs t4.-no uoie lot wheat and I2‘J 
million lonnes valued at Rs l'> ^SOuoii 
lot siigai It IS reported that India >. outi 
lined to mainlaiii ns Inst position dining 
l‘W7 ns also m milk poxlustion 
Milk poKlu- non liowevei, has lo lx 
caiefullv distinguished Irom milk piov uie 
ment Tables I and 2 give the a.itewise 
milk piodiielion and miR piosuietneiit 
liguiesiespei lively loi llielasi'hieeyeais 
I'veii though Ciuiaiai lanks only seventh 
in India III milk piodiKtion iIok npiesthe 
Inst posiiioi: in milk inosinemcnl thanks 
lo the suei.e>stul implementiUion ol the 
piiiKiples ol the Anand pattern ol daiiy 
co-operalives Thi in.m behind this spec- 
laculai ai hievement in milk piiH'uremeni 
IS Veighese Kiirien the lather ol the While 
Revolution in India, who reicnlly laid 
down olliee as i h.iiimaii. National Daiiy 
Development lioaid alter nearly Ihiee 
det.ides ol dedic.iled seiviee to the daiiy 
industry Here we iiaee the elements ol the 
(Jpeiai'on Mood tOh) piogramme lespon 
sible loi the signihiant stiides made bv 
ineeouiiliy iniliismi|x>rtant >eiloi ol niral 
(.xoiiomy at a m.ieio lev el and analyses the 
le'.ent evpetieiice ol lamil Nadu, whiih 
allci sulleiing a shorH.ilI m im'k pivu iiie- 
iiiLiit I ira .spi'll ol thiee years 1 1 wr>-‘>h). 
has not onlv been able to h>iuiu e bai k hut 
has m ule history ;ii milk pro>.uiement, all 


within a (K'liod ot about six months The 
pafx'r also dwells upon the dormant po¬ 
tential in ihe daily sector in the state and 
tilt pos,sible nie.isurcf. to exploit the same, 
which loiilil puihahly take Tamil Nadu 
closer to (iui-irat in milk pixveutemeiit in 
the loreseeable future 

The t )!• piog' amme wa.s launched in the 
eai ly I '>70s wiih the objeetive ol suppott- 
ing a laimet t ontiollcdct>-o|HTalive daily 
piogiamnie ITie OF pro|cet helped estab¬ 
lish a wll oiganised eo-operative system 
whieli piixtiad milk in small tjuaiKities 
tioni miliums ol milk producer' and pro¬ 
cess the saiiK in modem dames The to- 
tipei.iiiv-’ il.iiiv development programme 
IS a three Iwtl marketing system owned 
.md o|vr.it>ii l>v b I million individual 
small si.ili-d iiiv larnicrs Aioiind 57,000 
pimiaiy milk co-operative societies at the 
vill.u'e It VC I .lie affiliated to Pd milk 
piodiiceis lllll•lns, which m turn coniitd 
22 si.iii' Itvel ledeiations The National 
Daiiv Development Board iNDDH) pio- 
v’ldes ihe ii.iOonal apex oigani.sation 
\niiita I'.del who till leeentlv was the 
Managing Duet loi ofNDDB. has assumed 
Ihe, I Mir pel son ship altei the retiiement ol 
V K linen 

Tl'c tif' pioei.imine and the associated 
policy ch.iiu'i’s have led to a diamatie 
ineiease i:, the yowth rate of dairy pio- 
duclion in huh,i from 0 7 pei eeni to 4 27 
pel ceiil lh< World Bank, which has 
funded live if.iiry development pio|octs 
iiiidei Ihe Ol since 1974 m a letcjil 
evalu.iiion ol Of-, has compared the im- 

р. ici of Ol- to Ihe Green Revi'lution in 
India Ihe giowih rale of 4 7 pei cent m 
Ihe case of milk for the period 1971-94 
IS tielow the giovvth rate of 5 h pei cent 
in Ihe c .tse ol w heal but above 2 7 pei tent 
loi th.it ol rice, the giowth rates ol lice 
and whi .11 Ivmg taleulalcd lor the period 
19b I 94 I ,ie World Bank study has al.so 
sliow n that W' pi-r tent of the ficnclicianes 
iindeiihet)i weieeitliei smallormarginal 
(ariiK'is Ol landless labouiers The per 

с. ipita milk toiisumption iugi.sicied an 
iiu tease Irom i()7gm/hcadin I970lo I9.T 
gm/lieadiii I9'i4 The study has also high- 
I’gliled Ihe inipatt of f)F tm womenfolk 
m luial aieas since b.OOfl village level 


women dairy co-opemives were formed 
undei the programme, while the women 
substituted dairy production for ‘coolie’ 
labour on construction .sites, freed up 
employment oppoilumtic.s for others 
I India's Dairy Res'olulion. Precis, World 
Bank Evaluation Department. Summer 
199K Repitxlueed by the Co-operative 
Services Group, NDDB. Anand ) 

It IS ncces.sary also to Unik at the per- 
iormanee of individual states which have 
coiitiibuted to the success of Ihe 
piogramme Right from the launch ol the 
Operation FIvxkI pmgramme in the early 
1970s. the stales ol Gu)arai, Mahara.shiia 
and Tamil Nadu consistently occupied the 
Hist, second and iliinl positions respec¬ 
tively in milk procurement till abtiut three 
years ago In October 199.5, howevet, 
Tanitl Nadu slipped to the fourth position 
yielding the third position to Karnataka 
whenthc milk pira iircment in'l amil Nadu 
which was aioiind 15 2.5 (o IS 50 lakh 
hire!, tier day (llpd) m 1994 legislcrcd a 
sharpdetliiicandeamcdowntoU 25 llpd. 
which placed Ihe slate hi’low Karnataka 
which was proem mg aiound 1 4 75 llpd 
Tamil Nadu eontmucil to lag behind 
KaiiMlaka till lecentlv Th.inks to certam 
decisions take n al Ihe policy- ni.iking level 
coupled with the iiecess.iiy <uid piopei 
admini.sliative tollow up, r.imil Nadu 
could not oiilv legaimcl its iIukI position 
but eveii ciossed the pioc uiement level ol 
Mahaiashlia.tlienumbei two stale, though 
liui hi icily III Octobei, 199h 
Oneol iliemajoi lachnstesponsihle loi 
the sleep tail m milk piociiiement iii Tamil 
Nadu dutmg 199.5-97 was Ihe lelatively 
moie attiactive pun utcmeiil pi ice prev .ul 
mg III Ihe neiglibourmg states ot Andhra 
i’ladesh and Karnataka which lesulted in 
ilivei.sionot milk lioin Tamil .Nadu Ui these 
two slates For the purpose ol out study, 
howevet. comparison .should be conlinich 
to Karnataka since the piocuiemeiU in 
Andhia Fiadcsh is not mote than K iokh 
litics per day Besides Andhia Pradesh is 
hugely a bullalo truck while Kaniataka is 
similar iii several respc-cls toT'amil Nadu, 
m both Karnataka and T amil Nadu, 90 per 
cent oi the milk piocuiement is cow milk 
When ail increase ol Re 1 |K*r lure in 
the priKuremenl price ot milk was illowed 
m Oetobci. 1996, it was aiitieipaled that 
the piocuiement level would sigriiheaiitly 
go up and Ihe stale would regain the third 
position .Sliangcly enough, not only did 
this not happen but the milk priKurcnK'nl 
dclciioiuted luither lo 12 74 llpd in 1996 
and touched a level of 10 70 llpd m 
December 1997 When the lactors icspon- 
sihle lot this strange phenomenon wen' 
analysed, it wa.s tiHiiid that the increase 
m the pnicuiemcnt price iievcricachc'dthe 
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farmers for at least six months as the 
intermediaries, namely, the statf working 
in various primary milk co-operative 
societies appropnated the higher price foi 
awarding themselves cither pay revision 
or settlement ol arreuis of emoluments, 
which had been kept pending for want ot 
funds As a icsuit. the milk producing 
tunning conimiinity had lust its con¬ 
fidence in the co-opeiatives and resorted 
lo selling then milk to pnvatc dairies, 
which had mushroomed all over the state 
in a big way A substantial quantity ol 
milk also tounJ its way lo Kaniataka. 
where ilic procurement price was more 
Atiractive Ks 8 b7 per litre of milk with 
a fa; content of 4 5 ps'i cent and K 5 pei 
lonl .solids non lal (SNF) as compaied to 
Ks 7 M pet litic in lainil Nadu. 

'Ihe decline in milk piocurcmcnt in the 
stale had its adveise impact on the milk 
supply to the Chennai Metro area Chennai 
Metio aa‘a lequiies 8 2.'i ilpd and this is 
met by oipphcs Irom the disliict unions 
III Velloie, Salem LHiannapuri, P.iode, 
\iliupiiiam and 'I iriK hirapalli dislmls 
Owiii” to the Sleep desline in piix'iin.'- 
nieiit It became iiece-.saiy tortile lamil 
N.kIu Co opeialive Milk PuKliuers' I-'ed- 
' I iiiion to puu base about 7 5 Ilpd tiom the 
'leii’hbouiinp Aiulln.i Piadesh and 
K.iii<at.ik.alK'sidcs piiK luseid laige .jiian- 
iiiKs ot skim milk powdei loi leionsti 
i‘iiiiin liilai I dining \ugusi-Oi Uibei 1W7. 
I.iniil Nadu was lompelled to puiehase 
evdilmllet loi leioinbiniition Asfiuiaial 
was the only st.iie in a position lo supply 
I'Uiiei, It IvLJine iieccss.iiy to send letrig- 
ei.iied velikies ail the way lo tUiiatal to 
li'im; the biiKei lo Tamil Nadu, an es 
Keinely expensive opeiation inilced 
file pnrehaw ol milk lioni Karnataka 
was latiii' iionical since, as indicated 
e.iilier.alaigeqiianiity ol milk troiii ratiiil 
Nadu was uelling diverted lo Karnataka 
owing to the better pioc uiement price The 
pun.base ol milk ii.iin Katnalaka was a 
.seil-deleuting exercise as Tamil Nadu was 
ptohably buying its own milk which got 
diveited to Karnataka at a pticc highei 
Ilian what it would have paid had it come 
lo Its lo-operalivc fold in Ihe slate 
All this came to an end when a price 
hike ol Ks I 44 per litre ol milk was 
announced on Apitl 7, l‘)‘)8 by Ihc chief 
nunister ol 'laniil Nadu attei a niund of 
talks with the repre.senlatives ol the milk 
piodiKers in the state It needs lo be 
nientUfiied that on Apnl 6, 1998, i c, one 
day heloie the announcement ol hike in 
puKurenient price, the milk piiKUicmcnt 
in Ihe state stood al 11 20 lakh litres As 
scMin as the anmiuiKcmeni was made, 
abundant care wa.s taken by the admmis- 
liatioii not only to ensure that the benelit 
ol the new procurement pnee reached Ihe 


farmers without delay but also that no 
wage revision tor the employees ot the 
societies was pet mined (oral leastapenod 
ol SIX months allowing this penod for the 
stabilisation ot the new procurement price 
In order to achieve this, )oint inspections 
ot individual stxrietics by the managing 
directornflheconcvmcddistnct milk union 
and the deputy icgisirar (daiiymg) wen* 
oiganisedto personally venfy whether the 
milk pnxluccrs were actually receiving 
thecnhancedpnK'ua'nK'ntpncc.Testchecks 
were earned out by the commissionci toi 
milk pioduclion in several districts I.aipses, 
il any. wci c dealt w ith sevetcly Alter this 
exercise, meetings ol the presidents ot all 
the printaiy milk piiHlucers' co-operative 
societies wcie oigaiiised in each dislrui 
and these meetings were attended and 
adda's.sed by IkiiIi tin. concerned distiict 
coliecloi and the commissioner lot milk 
piodiiction 1'lK\se meetings .served us a 
dealing house lot ledtcssing seveial ol 
the limg-pcnding problems ol the milk 
ptoducers like tinai.cmg loi then build¬ 
ings uiuici piogianiines like Ihc Jawahui 
Linploymeni fieiieiation Piogianinie 
puiduse ol equipiiieni like milk cans and 
milk testets umlei the Integiatcd Rural 
Devdopinenl I’togiamme and election- 
related muiteis The seltleincnl of milk 
bills was crilualls leviewcd in these 
meetings and wheieyei nceessaiy, money 
was advanced by Ihe federation to help 
the distiict unions with a view to bung 
down Ihe ui ie.ii s ■<> about seven loi 0 davs 
In some ol the distinis, settlement ot the 
bills was pending toi moie than M to 7.'y 
uays It should be pointed out tiial the 
le.sponse troin the milk piiKlucei s to the.se 
meetings was quite overw'hclmnig 
That all thcsi iiKasuies helped creaic 
coiiiidencc in the minds ol the fai nieis was 
evidc'iu from ilii. f.ut that milk piixure- 
inciit in the state stalled showing a 
diamalic increase in the following iiu'iiths 
On July 14, I99S, namely, within Ihicc 
montiis ol Ihe liike in Ihe pricurement, the 
state regained its third position in the 
c(>untry by provining I4 7.'> lakh litres 
’Ilie priKUienicnt coiamucd to rise cioss- 
mg I'i, 16 and 17 Ilpd and established u 
new iccord ol 17 82 lakh litres on August 
l.'i, l99Xbn'akinganall-tiineeailiei iceoid 
ol 17 21 lakh lities On Septemiu'i .^D. 
1998 It rose lo 21 i I lakh litres and leadied 
an all-time level ot 2.^ 20 lakh hues on 
O'tober 2,'998 1 his also signilicd moic 
ilian doubling ol the procuri'nK'iii in a 
peruxl ol SIX months - a record which has 
no paiallel in the history ol milk piocuic- 
nicnl in Ihe country In fact this figure was 
comk'rlably highe' than the procuicnicnt 
level of 21 50 ll|)d ol Mahaiashira slate 
which hasconsislcntly occupied the second 
po.sition aftei Chiiurat Anothei positive 


development was the return of several doi - 
manl s<x:iety membets lo the eo-opcrative 
told Thcnumbctufmilkpouiingmemhcrs, 
which .stood al 4 7 laV lis in June 1998. rose 
lo 5 14 lakhs by September 1998 
ITic above case study ol Tamil Nadu has 
quite a lew Ie.ssons to otiet In the lirst 
place. Ihc pnicuicmcnt pru e o| icted to the 
pnxluccrs has to he adequate and attrac¬ 
tive Further it should be comparable to 
the level prevailing in the neighboinmg 
states .Secondly the milk dues ol the 
producers have to be settled without mtii h 
delay II should he pointed out that the 
increase ol Rs 1 49 pei hue ol milk 
aniiouiucd in April 1998 lesulled in 
enhaneing llie pnxutenieni prive lioni 
Rs 7 51 |XT litn* to Rs 9 pei hue, wlu n the 
pnxuiement pine in Kainataka sIckxI at 
Rs 8 67 pci hue Tlie iiiLroase ol Re 1 jx'i 
litic allowed in Octohei 1996 was lalhei 
an ad h<X' one and did not icLite to the 
pnx'uteinenl price prevailing in Karnataka 
In fact the light ptico paid al the right time 
ensuied the a'tuiri ot the milk piixliKcrs 
to Ihe co-o|X'rali\e told 'IIns point is 
summed up sixtinctly by Kunen m his 
lellet to the chief ministei ol I amil Nadu 
(.Sepleinbet 18.1998|. Lomplinienutiglhc 
stale toi Its excellent pertoiioaiice 
rill io-ope..iti\es III Tiiinil Nadu have 
once figaiii deinonstraied ili.U given Ihe 
iiglu duel turn and a leiminciative pnie 
till then pioiluiL the st.iie i.m emerge a.s 
.1 ma|oi lontnhuloi In ilaiiyiiig in India 
Tlie NDDB h,is .ilways been ol ihe view 
that Tatnil N.uiii is one ol the mos' 
|Hiiential slates m huti.i Ini dairving in IikIm 

noRSlAM Poi|M|i\| 

i'abte t gives the piodinlion tiguies ol 
(op 10 slates III Ihc loiinliv lor the thiee 
\eais 1991. 1994 and 1995 It may lx-seen 
that in all the thme ye.iis the puxiuclioii 
liguiesol Tamil Nadu aie liighei than both 
(iiifarat and Mahaiashira which (xiiipy 
the lust and second positions in milk 
proi'utemcnt m the country This shows 
that It should be possible loi Ihc slate lo 
rise lo the second position with some cxti a 
elfoit In tael llic- stale has deinonstraied 
lh.n this is within its reach by the pnx-ure- 
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inenl level leeonk'd on Utlobcr 2 
While the current procuiement level in 
(iujuiut IS aiound 4^ ll|)d, which is nune 
than d( luhle the pi ocurenieni level in Tamil 
Nadu, will] conceited etloMs it should he 
possible ioi the slate lo teach a tipure ot 
30-15 llpd in a period ol three jeais 
According lo provisional census data ot 
1994 the cultle popultilion ol Tamil Nadu 
IS 12 27 intllioii, ot winch 9 <> million are 
while cattle Ot this, the hieedable popii 
lalion IS (<iil\ about 0 niilhon 
Duiiiig l')7S-79ni twi 92.aceiuiatly 
sponsoied scheme toi cioss-bied lieitei 
cull rearing sc heme wus implemented in 
the state witti assistance Itoin the ceiiiial 
goseinmenl lliis scheme, busc'cl on the 
prnic iple 'catch them \ oung'. consisted m 
pioviciing a crossbred heitei call willi 
halaiii ed cattle teed and health co\ei li><m 
the age ot loin months to 2S inonihs 
naineh till it niatiiies coiiceices and Iv 
coinesapiodiii ticecow rtie scheme was 
impleinentecl in the disiiic ts ot Velloie 
Salem Dharmupiiii l.iode Villupuiam 
and Maduiai dicliicts 'I'lie spect.icul.ii 
success (>| (lie Scheme in some ol these* 
districts c.in be appiec lated Iroin the l.ict 
that Velloiedisiiict which was piocuiing 
aiound 17 (KM) hties ot milk in I9SI S2 
when SalemdistiId waspiociiiing tT(MK) 
titles now pioiiiics moie than ^ (0 lakh 
lilies pel da\. win c Salem disliul pio 
Clues a little Ic ss than * lakh lilies pei dii) 
Accoiding loespeils, this is eiiiiielv atm 
Imtahlc to the seiiousiiess with which the 
ramieisiook to the call teaiing w heme in 
Velloie disliici :is conipaied to oihei 
distiicts III the stale 
'Ihe call leafing seheiiie was niosil> 
iiiiplemeiited in the iioiihern liistiicis ol 
the stale, which Wc'ie coveted undci Ih. 
Ob I xcc'pl Madurai distiicI the scheme 
has been a gicat success in all ill* other 
disinc Is though the moct imptcssicc leciilts 
have K’en achiesect in Velloie distiict. 
which lixlac i.inks Inst m milk piociiie 
meni m the stale ii has been lell that theie 
IS a lot ot poleiiliai iiv.iilablc in the south 
erti distric is ol I iniiielveh, Viiudhiinagai, 
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.Sivuganga. Kumanathapuram and Kanya- 
kumaii The pioeuicment m these dis- 
tiiets howevei. is not as signilicanl as it 
should he Some attention to these di.s- 
ttuls coupled with revival ot the hcilei 
call tearing sc lieinem these districts would 
provide the necessary stimulus to hung 
out tile doi mailt potential in these distiiets 
and shouici lead to an me tease ol at least 
to llpd in the dale picKurctnent Ineidcn- 
(ullc II IS ic'i oiiiinendc'd that the central 
gosermni’iU should consider reviving the 
sclienic Ioi iiiiidmg at lc'a.si tor the states 
like kar inataka Kc'rala and Tamil Nadu, 
when the m.i|<)itis ol the cattle is while 
I his Is because Itie cow comes lo heal in 
tat less time ihaii ii hutfalo and ihereloie 
the lesulls ol die c alt reaiitig scheme have 
been inm h moie dramatic in the case ot 
while c.itilc 

I he iccc nl r.imil Nadu expeiieiiee has 
shown that iiav I' sclllemeni ot milk clues 
to the prodiiuis pla>s a eiueial role in 
piociiiem'iii In lad advancing nu.iic) 
I'oin ihe lun.ls acailahle with the lejeta- 
liongieatl) in IpidinsteppingupHielevel 
ol pincuieiiKIII III the districts ol Salem, 
brode, (hiainii)'uii. Kancheepuiain and 
Villupiii.ini .\s liie funds acailahle wiih 
(he i edei.ilion .iie lathc'i hmiteci. it has not 
been possible lo idvance the hinds to Ihe 
eMdii Mecess.ac li< all the clisltid laiioiis 
The di'tiui so opeialive banks can plac 
a usehil role m this regaicl Kiev aie 
liowec I consii lined bv Ihe gmdelmes 
issued !>> NMikKD lot leiinancing 
('iiiii'iiih il'i N \llARI>guidclmesdonot 
pel mil issue ol loans or advances ten the 
sellk nient ol indk dues il isncce.ssaiy that 
the \AK Mdtslioiild have a lelook al this 
issue Since ll>e imlk pioducers, inosii) 
laimersiniiM.tl ai<‘a.s.havc'tomec'lsecei il 
Items ol c IMIS s like cattle Icvd. it is 
necessaic ih.it ilien milk due’s h.ive to he 
seiiled wiihiii ,1 leasonable tunc period, 
s,i\ secdil'i III.lavs Thiswillensiiiethat 
Ihe milk piodticois stay within Ihe co 
opei.iioc lold it IS high nine that ihe 
NAIJ.'kKI) peimits the advances b> co- 
opcnaiici hank, lo the dnstiut co-opeia 
live milk (Miio'is ten settlenient ot milk 
dues elii'iblc loi ietiii.indng 

it IS sei n III II III Tamil Nadu Ihe pei - 
ceiil.ige housvliolds in villages whc' .ue 
meinheisol danvco-opeialivc’sinrelation 
lo loial link !i iimn.d households is 7? per 
ceiil coinpaiecl'» jvreeni in the case 
ol (luiaiai l uiihei, in Ciiiiarat, ihe per 
.eniag.'ol ihc pomer members ol the total 
members is •>(< per cent, while in Tamil 
Nadu It IS mile 2i pei cent This m laet 
IS cceii lowei ihan the all-Indiu aveiage 
.>1 (I pel cent Iherc'lore, .special elloits 
vhould be taken lo bring moie people 
wiihm Ihe CO operative told and persuade 
them 10 pom milk to the eo-opeiatives It 


should go a long way in raising the po¬ 
sition ot Tamil Nadu at tlic all India level 

Though the ccntial government intro¬ 
duced the Milk and Milk Products Ordci 
in 1992 to regulate milk procurement, 
there are still loopholes in the law. which 
need to he plugged While it is practically 
impossible to moniUn the cases ol those 
who claim to ptcKure less than lO.lXX) 
llpd. which doc's not rc'quiic* a licence, 
there’ IS provision which piohibits a pii- 
vate dairy from prncuting milk in the aiea 
opc'ialed b> the co-opeialives While a 
piivalc daily which is licensed lo piociiic 
milk Itoin a paiticular milk shed is ex¬ 
pected lo piocuie milk tioni soiiiccs oiliei 
Ihan those coveied unclei the co-opera- 
lives. It has been Ihe exjietiencc that the 
piivdte dailies pioeuie milk lioin the 
tnembeis ol Ihe co-opeialives b\ luiiiig 
them with a heilei piiee than otieied h> 
Ihe cii opeiatiM’s, whe h is passed on to 
the consumeis This pradice is mil al all 
healthy 'I his needs lo he cnmpaied wilh 
ilie pio\ isions lelaling lo the pioeuierneni 
III su'Mic.inc bv ui opeialives oi piivale 
acetic les u li<< aie .>1 lolled a paiticulai area 
oi opei.ition and Ihev aie m» peimitied lo 
piociii. Iioiii niliei ail.IS Similai piovi- 
sioiis mas have U. b* ini<M|ioialed in die 
Milk and Milk Prodiicb (Inlet 

I >\\s 11 IV nil I’l 1111 \si 
III Ml. c II A'.isn 

Cunenllv i good niik h animal m r.innl 
Nadu ilists anywheie iii Ihe legion ol 
Ks i.2,(MM)loKs l.xOiK) Tin loan amount 
av.iilahleuiulei ihelKDI isoiiK Ksb(KH) 
rheec ononni i omhiionsot the lionet icia 
1 les would no' peimii inei’linc such a luige 
amount to siipplemeiit the loan available 
iindei Ihe lUDP It is iieommenileii dial 
insiiiiiiions like NAUAKD should < .nno 
Imw.iiil to assist meniliers ot dam to 
o|H'iatises lo purchase gomi qu.ihty inich 
animals and the dues voukl he adiisted 
trom (he pavnient lor milk The subsidy 
elemeni may not be m\essaiy In lad the 
Nalionai B.ickwaiil ( lasses bmaiiee and 
Developmeni Coipoiation has ri’cenily 
initodiiced aschenieloi purchase ot milch 
.inimals by persons belonging to the back- 
waicl classes 'I'he loan amount available 
IS Ks 12,()(Ki pel animal and eavh •vnel'i- 
Liaiy IS eligible lot Iwoanimaks riicieis 
no elcmetU ot subsidy '1 his is a gmid im- 
piovenii m over the existing FRDP scheme 

In conclusion, while some ot the above 
recominendations have heen made lor 
.stc’p|)ing up the priKua’ment luTamd Nadu 
with a view to exploit its doimant poten¬ 
tial. manv ol Ihese siiggeslions like the 
amcndincni lo the NABARP guidelines 
lot relinancinganJami’iidinenilothcMilk 
and Milk PriHlucis Oidci apply in equal 
incMsuie to othei states as well 
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Tbbin Tax: An Idea Whose Hme 
Has Come 

KavaUit Singh 

I'anada has passed a motion calling jor an international tin on 
I'lnanrial transai turns Such a tax, Jtrst proposed hv James' Tohiii in 
1 ^ 72 , winild slow down short-term speculative capital flows while 
liuMiig iinajfccied genuine long-term investment Tin dijfunities in 
lulopiing such taxation are political not technual 


ON Maali 23. l‘>99 llu* House ol Com¬ 
mons in Canada took a bisloncal slop by 
.uloptmg a motion (.ailing loi an iriici- 
national lav on tiiuncial iiansactions 1 he 
Canadian pailiameni iv the iirsl pailia 
iiieni III the woilJ to pass siivh a motion 
rill ni'ition iM-2 t9i loi a new la.v on all 
iians.iiiioiis III the iiiti niational tinanLial 
markets w as pul lorw anlhy I.oi ne N) slrom 
• >! National I)(moeiatii Paity in the House 
1)1 C'oniiiioiis I'.veepI tori.iheialaii(J('on.ser- 
' .ilise I'ailN. the motion leieived Ihe sup 
poit.iiKlbaikin^'olnllollii .1 paities.with a 
oiii •>! lti4ioSt i'seii'IU'linaiKi minister 
I'aiil Vl.iitm who had eaihei evpiessed 
I. sei i.it.onsahoiutheilleitivenessol suvli 
.1 lav linaliv suppoited the niolion 

Niiiii a t.iv on global liii.iiiiial tiaiisai 
loiis was tiist pioposeJ by James lobin 
III l‘'72 It IS populail> known as robin 
tav IoImii adsoiateil *his lav as a wav ot 
ii'Mimiagiiis: speiulatioii in short-teim 
loieign ev(.h.ui];e ilealmgs. thus mini 
iiiising slioi kslioni huge t uiieiu) niove- 
nients Flie idea was mooted m onlci to 
lotuiol volatiliiv oi the inteinatioiial 
lUiienes iiiaikels and to picseive some 
nilonone in n.itional ctincmy poliLies 
lobin piopi'sed a 0 2*) pei leiit tav on 
I ui reni \ lians.iLtioiis I heundeilying logit 
wa.s that the lav would slow down speed 
lative, short-term apital Hows as they 
will be laved e.ieh lime they eioss the 
boidei. while it will have only u maiginal 
ellect on long-term Hows Since many 
oihei transactions ate laved in some tomi 
or other the ahsentc ol taving oii-llie-spoi 
tiaiisatiions in ioicign evihange acts as 
.1 strong incentive for speculators to op- 
eiate in ihi.s market rather than m oHiets 
Tliu‘, the tost ol the Tobin tax loi longci - 
teiin investors would he negligible, and 
such a lax would not mterlem with genu¬ 
ine investment 

CltOHAI Cl'RKINCV TrAOI 
AMI Voi AIII IIV 

liHieasmgl), analysts are questioning 
Ihe de.sii abi hty ol global eui rency 1 1 ailing, 
which, in ici'cnt yeats. has gained a lile 


of Its own. and muv.li ot it is haidly tclalcd 
with Ihe teal eiononiv In 199.S. the daily 
global curreiuy trading reached SI 2 Iril 
lion (Table) l-uluies and option tiading 
around the world <ilone accounted lor SI 
Irillion in Ihe Inst half ol l‘)9K In lom 
paialive teims. the mlume ol global loi- 
eign evclu'iige trading in 19% evcecded 
S2S() trillion, nearlv 1(1 limes world CDP 
(S29 tiilhoiO and ovei 40 tunes world 
eviKiits ol gixids , 111(1 services (S(i iril 
lion) ThcJohiH lax Coping wah t man 
(lal Voltilihn, (edited by Mahbub iil 1 I<iq 
and others, (Jvloid I iniveisity Press. New 
Soik, I9%|mukes.istiongcasel(>i slow¬ 
ing capital Hows III I94S, It Holes 80pi*r 
cent ol all toieieii i vehange tiansailions 
went III andoui <>1 .iiimntrv m sevendavs 
Ol less hist 0 S pi'i c eni nmiained in one 
place lor a yisx 

However, iimeased global capital 
mi'bility has been accompanied bv an 
me leased Ircqiieniv ol currency ciises in 
both Ihe devel.'ped and developing coun¬ 
tries Hoi install' e. the buro[K‘an Mon 
ciai y System 1 1 M SI leniained under siege 
loi almost oni veai in 1992-9 H which also 
.diceted noii-I.Vl.s lountiies .such us Hin- 
land and S wedi 'ii i i hen came the Me vie .in 
c ui teney ci isis o) 1994 and now the south 
e.ist Asian ciisis v Inch is fast developing 
into a global tnuincial cri.sis 

(2uile olieii the atgumenl is made that 


Esiiin.i(Oil daits i!l•>t'.|l turninci (Hn $1 
ol nhiili pi h rnhii’i nuilrJ m 
l.iiniii)ii 
Now Yi'ik 
riikyti 
.Singapmi 
Hong Klim: 

Zuitcli 

All Ollioi Maikoti 


trade through nieasutes such us Tobin tav, 
because Ihe volumes are veiy large But, 
analysts have siiongly empliasiscxJ that 
the obstacles to phuing lesirictions on 
curiency Hading ,iie not lechnical hut 
political II the niodetn elei 1 ionic system 
canenablecioss bounil.uv How ol loietgn 
exchange m nilhons iheven s.inw tech 
iiology can be used to li.ui .ukI nuuiitoi 
these Hows 

liiveiilhc volulilily o| sheut lei in Hows, 
the Tobin tax selves as jiethaps Hu Ik'sI 
insliutncnt to discoui age shot i lei ni I low s 
Allluiugh the idea needs u. hi suit.ibly 
updated and modilied lobe 'elevant in (he 
present i.ontevt. nev ei Hieless it docs ol lei 
.inattiactivcmeehiUiisnitodi al witliiiiaiiv 
issues lelaled to the volatihlv and insta 
bility ol global linaiKial Hows Anothei 
advan(.ige ol Ihe 'I ohm tax is that it w oiild 
me lease the auloni unv ol national authoii 
lies in ioimul.iiiiig inonei.iiy an.l macio 
ecoiioniii policy >tiid cii ate a iiieasiite ot 
iiisulutioutiomtheeHectsol inleitialion.d 
money niaikeis .Sucli.iutoiioniv would he 
partiiulailv vahi.tbleloi iliiiclwotidcoun- 
liies, as ihey an nioie vuliiei.ible to ex- 
leiilal capital Hows 

Moieovci. ihe lobiii (,iv i. also Jesii- 
able liom the t'oiiil ol view ol its n venue 
potential It v,tii I’cnei.iti 'alu.ibic loiev 
lesenes which laii be usei' duimg the 
peiiod ol cui'eniv Ihgiii Its louiiieipurt 

(lonicstic iiiireiicv .md Im.iniial le 
souiccs e,ui U' us, (t till lie'i*lopnient 
piogiummes suih as ihe lemoval ol 
povertv. hungi‘ 1 , eiiviionmeiila) Jegradu- 
tioii illiteracy eii The levenuf (loiential 
ol a 0 25 pel cent Ux m (he I97(l,s w,is 
telaitvciy modest, with tin |9>i.5 glohal 
loiev volume the annual ic venue laised 
wr'uld be closet to .$h)(i billion Ihis 
aiiiouiii IS very tcniplmg, go'cn the l.iei 
ih.il mtciii.ilional ollicialaiilhasdecliiH'd 
ovei till yeais. ,incl iialionaM'ciciiiinents 
aie laced with less Im.iii' lal lesoiuces lot 
social sector spending due to the iniple 
mentation ol adiusiment [irograinmes 
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An additional advantage of the tax is 
that It could facilitate the monitoring of 
international financial flows by ptoviding 
accnlraliscddatabase on such flows, which 
IS essential 'fhis could be particularly 
valuable to developing countries when* 
large information gaps exist 
Given the fact that the tax would cer¬ 
tainly he pnigrcssivc. it has not received 
suppon from the G-7 countnus, interna¬ 
tional banks, the World Bank and the IMh 
The critics of the Tobin tax argue that ii 
IS impossible to gel all countries ti> agree 
to a common tax. But a beginning can be 
made with a lew countries coming to¬ 
gether if It IS not possible in the near future 
to enlist tiic support ol all countries For 
instance, a small Tobin lax could ho in¬ 
stituted by agreement among the seven 
majorcentiesof currcticy trading, namely, 
the U.S, the I IK. Japan, Singapore, Swit¬ 
zerland. llong Kong and Germany, where 
80 pei cent of all currency transactions 
take place An agreement among the seven 
countries to levy and supervise the col- 
icHition ol tax is feasible This would also 
contain the threat ol relocation of funds, 
as the various island heavens aic meie 
bfHiking addresses that function because 
the mainland authonties have toleiated 
such evasive tactics (Jne is not aigumg 
that all problems lelated tes global finance 
would be solved bv die imposition ol the 
Tobin tax. but it can certainly setve as a 
first step towards dt'veloping n mote stable 
global financial system 
Citi/cns’ groups NGOs and peoples’ 
movements all ovei the world can learn 
scweral lesst ms tioni theirf "anadian c ounter 
parts Firstly, tfie ('.uiadian citizens' gtoups 
andotliershc'longingtoeivil .siKiety played 
a crucial role in educating and ni ibilising 
public opinion in favoui ol such a tax 
Howevei. this was not an ea.sy task given 
the hostility to such a tux by G 7 (t'anada 
IS a loundei member ol (j- 7). financial 
media, fund managers, currency tiadeis 
and other players m the financial markets, 
and mternutional linancial institutions 
For mote than a year, a sustained, cross- 
.secioral public education campaign was 
launched by Ilaltfax Initiative, a coalition 
ol ranadMii oiganisaiions committed to 
the demociatisation ol economic decision- 
making. with the support of a iiuinbei ol 
citizens' g oiips. NGOs and trade unions 
A mass education ennipaign was lautichcsJ 
with the help of popular educational 
materials wntten in non technical language 
and style Specific questions which citi- 
za*ns .sho.]k! ask theirparliameiitatiaiis were 
prepared In the campaign, millions ol 
Canadian c itizcns, with the help of lahoui. 
chuich, academic. i‘nvironincnt and 


(fevelopment oiganisattons, .sent the mes¬ 
sage m favour ot the Tobin tax to their 
MPs. diieclly. through an open letter or 
by signing a citizen’s declaration in the 
weeks leading up to the vote. In December 
1998. a peiilion asking their elected rep- 
re.sentati ves to rei Icct on this phenomenon 
was signed hv over 50,(XX) citi/ams 
Fuithcr. the deteriorating international 
economic siiualion, particulaily the cur¬ 
rency turmoil in Latin Anicnca, Russia 
and souih-casi Asia, strengthened the 
campaign flic ('anadian economy, which 
has also hcvn at tccicd the gkibal currency 
crisis. hel|K-d the citizens to view these 
developments in a wider context For 
instance, last yeai. the Canadian dollar 
was under serious attack and it lost 10 cents 
Secondly, bv passing amotion on Tobin 
tax. Canada h.is shown to the woild that 
a small beginning can be made to deal with 
volatile I mane lal flows Furthur, and mom 
imponunily. this move has denioeraiiscd 
the ongoing debate on restructunng ol 
'international financial architeciure' 
which, by and large, has icmained within 
a sinafl. cxclusoe group of experts, cen¬ 
tral banks and inti'mationat financial in¬ 
stitutions, .ind cioupings such as G-7 oi 
G- 22 I Inis tlie si opc ol public panic ipa- 
tion in ma|ot eionomic decision making 


process has been widened. 

Lastly, by using democratic means, the 
Canadian public has restored the 
supremacy and legitimacy of politics (the 
politics of public interest and public good) 
over the financial markets This is signifi¬ 
cant in the present context when the state 
is losing autonomy over economic deci¬ 
sion-making 

Perhaps the Tobin tax is the only scheme 
on which a lot ol work has already been 
done I'hus, in the coming days, it could 
become an important symbol ot campaigns 
to restructure international financial ar¬ 
chitecture 

The Canadian groups have already 
announced then plans to take then cam¬ 
paign to the global level by linking up 
other like minded groups besides pushing 
It m the agenda ol international foiums 
.such as G-7 In the coming days, Tobin 
tax could become a key component of an 
inteniatioiial campaign Now. the need is 
tor other groups around the world to 
pet suade then iialional parliamenis to adopt 
such mea.suies Perhaps,theliniehascome 
for i itizens and tiien representatives in 
India 10 learn lessons tiom their Canadian 
counterpaits and start eontiihutmg in the 
ongoing dehait's on regulating global 
tinanic capital 


INDIAN JOURNAL OF HUMAN RKHfTS 

(Bi.innii,ii loiimal ftevolcd lo Third World Perspectives on Human Rights) 

flic SCI 011(1 \i<l(iim ot IJIfRisout anil IS (levoied Kill wide i.ingeol human righlsi oiweins 
.SoiiiL ol till- (upi'is iniludcd in the volume :iii it K Roy liutinan "lliimaii Rigtus in 
PeispcLiiM’” HP leevanReddy “F.dUL.ition IlunianlH'vclo|)mentandtheC'oiisiiiulion 
III India", ,S K Sankaran, “Chaknias in Indian SulKontinent A Stiueglc lor Human 
Rigfiis'. Ivti Kannohitaii. “Cimlinuing the Kowlali FMamewoik". G Sadasivan Nan 
“l‘.-ui Ciiinin.il fiial as a Human Right”. N S Chandtasekharan. “Judici,u> ,ind Protection 
ol Huni.in Kigliis nl Lahour'. G Vqav. “Nco-Lihcialisni and Siwiat hxelusion I'ontlal 
fill F,nsiioniiiimRcsourics”.KalpanaKami.ilnian "Gcndei and Peace .Some Rel lections 
im Commoiiu(.dth A.sia”. B Ramtilu and K Scetha Rama R.u) “Rights ol Adivasis 
and ihcStale ' I 'nwal Kumai .Singh, “Piisoiicrs as '('tiniinals' and Ptisiincisas 'Citizens' 
7 he Gui'slion ol then Rights", and Ashok Ran)ati Basil, “State Human Rights Com- 
mi.ssions uith spei'ial ictcicnie lo Himui.hal Piadesh" 

7 he nexi issue ol IJIIR wiHild be devixcd to “Women Violence and Human Rights’' 
wlieic ihc imiigmg Indian cx|H.'iicnce would loim the iclcrenec point IIHR woulc 
lonsianily cndiavour to conlronl the thcoiy and piaitiie and see how one heiome.s 
icicvant 10 (he othci It hopes to stiniulalc the third world scholars to engage in a iieativc 
debate with the western woild in the spheie of human rights 

IIHR IS o|H 11 to lontributiuns on human rights cssue, both theoretical <ind empirical in 
n.i'uic Pa|H' . tiom every mcthtxlologiial. philosophical and ideological pcispcclivcs 
.lie wcliome All communications and subsiiiptions should be .sent lo Frafewor 
(’ HiiHtvo/tiil fihioi, UHR and Cmtrdmatoi. Human Rtghi^ Pronramme. Drpattmem 
Ilf Hidiiind .Sxi-ntr, Univei\a\ of Hvdeiahad, Hvdeiahad 5(X) 04t), India EMatl 
g/ig.M<(»i«./i\iy (Kiel in 

Subsiiipiion Rate (Annual) Individual Institutional 
In India Rs 100 Rs 200 

Cnitside India .1i 20 $ 40 (Add S .S. if by air mail) 

(I imilcd sopies of Volumc-I are also available lot sale) 
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The ‘War in Europe’ 

A View from Britain 

Nivedita Menon 
Aditya Nigam 

In the dichotfmised world of contemponny politki it t\ often overlooked 
that opposition to the fanalit and brutal nationalism of Milosevic must 
run he allowed to mean support for NATO’s cynical use of the banner 
oj 'human rights' in order to cover up its strategic interests. 


ON April 13. 10 people died in NATO’s 
bombing of a civilian railway bndge in 
Serbia on which a train happened to be 
running. It was a mistake. NATO admitted 
A.slccd in a Bnti.sh radio interview wlicthei 
this required a rethinking of NATO'.s 
boiiihing slrategv. u NATO olficial re¬ 
plied. "1'his i.s war Wc cannot predict 
whai will happen, it is not like running 
a toiporaiion” lA suggestive analogy, 
that) These weie not the first civilian 
ilealhs there have been over 3(K) such, 
I ncluding chi Idren Since then, a little over 
three weeks aftci the bombing ol Serbia 
stalled, theie were Ieporl^ that a Kosovar* 
letugcc column was bombed, and -.evere 
casualties have resulted Again NATO 
ollicials were cautious in then res(K>nsc 
We aie not sure" they said, “it this was 
the ,ut ol *>10 'sethian aitlotie or ours” 
\i«l il NATO IS "not sure", then who 
I. saclK know s what is going on in Scibia ’ 
In any case, NATO has since accepted 
lesponsibility lot the act The Zaslav car 
taclorv was bombed when NATO knew 
there were lO.tKKI civilian protestors 
inside woikcrs trying to protect their 
jobs by sitting in The civilian town ol 
•Novi Sad w as hoiiilied twi. and the mining 
town ol Aleksiiiac And it is also well 
known now that NATO pilots arc u.sing 
ladioactivc depleted uriuiium misstles - 
an unconscionable act whose consc- 
qiK-nces we cannot even begin to imagine 
Bveiy day hundreds ol thousands of 
retugees pour into ncighbounne coiin- 
incs. fleeing both ethnic cleansing and 
NATO’s bombs, creating a humanitarian 
di.sa.stei of proportions unknown In 
nuriipc since the second world war Said 
Alice Mahon, Labour MP and Chair of the 
(-omiinttee for Peace in the Balkaas. “It 
IS clear that NATO is intent on bombing 
loads, water facilities, electricity stations 
and lactones.. A European country is 
heing bombed into the stone age in front 
of our eyes ’’ 

And this gross aggression is being 
maintained, as always, through a baitage 
of lies and media blackouts. On March 30. 
foreign secretary Rohm Cook, one lime 


anti-war crusader, bnefed the press about 
NA1'0 reports that Fehmi Agani, an 
Albanian participant in the Rambouillct 
peace talks,* had bivn “murdered in cold 
bkxid" He also claimed that other pnv 
minent Albanians like Baton Haxhiu, 
the editor ol Albanian language news¬ 
paper Koha thioif had been killed Two 
days later, according to a report in The 
Guardian. Albanian and US .souices 
admitted they wcie alive. John Simpson, 
veteran BBC loiiespondcnt repotting 
Irom Serbia, has been accused by anony¬ 
mous souices “within the goveiiinient" 
ol “piesentingSeibpnipaganda” Simpson 
reacted angnly, saying that this is simply 
because he wrote in a leading papei that 
“il the purpose ol the war was to alienate 
the people in Belgrade Irom Milosevic, 
then It wasn't woiking" A cloud of un¬ 
certainty shrouds the developments within 
Serbia, particulaily those not directly 
sponsored or hrokeied by the NATO The 
reports of the K.isovar political leader, 
Ibrahim Rugova's negotiations with 
Milosevic, which were televi.sed by the 
Serbian television, have been debunked 
by NATO souices as being two ycais old 
and doctored • despite evidence to the 
contrary even in the Bntish press 
Meanwhile, piolests have begun in the 
lorni ol mass demonstrations, all ovei 
Europe A huge tally of thousands in 
Tiatalgar Square on April 11 maikcd the 
beginning of a senes of piote.sts all over 
England Every week there arc majoi 
actions planned Liwal committees have 
sprung up to cairy the campaign forwaid 
The April 11 lally was an indication of 
the kind ol c ross-scc tion of political public 
opinion that is coming out in opposition, 
rherc were people ranging liom some 
Conservative Ml's lo old Labour leaders 
like Tony Benn. from the parliamentary 
communuts to the various small (at left 
groups; from the Campaign lor Nuclear 
Disunnament to even some flag-heaieis of 
the othcTwisedetunci I Inited Nat ions; from 
passionate ad viKatcs of Kosovar indepen¬ 
dence to lingering scKiaiist dreamt*! s of a 
united Yugoslavia The inspinng and 


colourful rally called foi animmediateend 
to the bombing Mark Steel, a joumaiitit 
with The Guardian, was one of the ani¬ 
mated speakers at the rallv As he said, 
even assuming NATO’s motives to be 
purely those of huinanitariaii concern lor 
Ko-sovars, surely bv now it is clear that I 
It was a huge mistake “It you start out 1 
saying you want to do your shopping, how- 
do you know you have succeeded''" he 
asked “Well if at the end ol the day you 
have your shopping you have succeeded 
But if at the end of the day you come home 
with no shopping, and no money because 
you blew the money at a pub, and in a 
drunken tren/y burnt down youi local 
supermarket, then mate", said ,Slc*cl, "take 
a |Ob with the NATO'” 

It IS ama/ing hut true that the news ol 
thedemonstiation was all but blacked out 
by the biitt.sh media at lca,st the piini 
media And one TV channel showed 
footage ol the rally taken Irom .Seib tele 
vision! Ouilc in tune with the portra’yal 
ol the dumorestration by the BBC as a 
protest ol Scihian natitmali.\t\ 

Nevertheless, the question ol Rntain's 
nile in the NATO action in Kosova is 
now at the centre ot a raging di-bate. a 
debate which ought to have taken place 
in parliament hetote Rlair decided to 
commitBiitaiiitowar Inpubhccliscourse. 
the debate is all uki olten seen in terms 
ol ‘unnchair hawks* <pro-human lights, 
pro-iniervcnttoii) veisus '.iimchaii ethnic 
cleanseis' ("it's not our business, lei 
Milixsevic do what he wants in Serbia") 
Opposition to the bombing is .seen as a 
kind ot advocacy ol a sii-back-aiid-walch 
policy But incieasingly the voices are 
being heard which raise* other, more dis 
turbing is>ucs Eiisl. that NATO actum 
has sticngtheiied Milosevic. and swam)K-d 
cleinocratic opposition to him within 
Serbia on a tide ol ri'suigent iiaiionali.sm 
A piomineni banner at (he protest tally 
read, 'Milosevic is not Seibia*' Leadmg 
peace acti vist Veran Malic, cdilor-in-chief 
of Belgrade's leceiilly banned Radio B92. 
wiole m The Guardian, “I sat in a Bclgiade 
prison on the lirst day ol the NA'FU attack 
Oil my country NATO s bombs have 
bla.sted the germinating seeds ol demo- 
ciacy out ol the soil of Kosovo Serbia 
and Montenegro and ensured that they 
will not sprout again for a very long 
time The tree media in Serbia has loi 
ycai supposed nationalism, hatred and war 
As a representative ol those media and 
as a man who has more than laced the 
consequences ol my political beliefs. I 
call on president f'lmioii to put a stop to 
NATO's attack on my ccninliy I lall on 
him to liegiii nc'gotialioiis ainK*d at sevur- 
ing the righi to a pc'acclul lite and demo 
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cucy for all the people of Yugoslavia, 
regardless ot their ethnic background " 

Similarly, a Bntish NGO activist in 
Yugoslavia, along with Yugo.slavian NGO 
colleagues who had to remain anonymous, 
wrote ot cili/ens’ initialive,s lordcmiKracy 
shattered by “NATO's [illegal) action" 
Military action was resorted to heion* "the 
praeiitial tor using a combination ot in¬ 
ternal dissent, international law and eco¬ 
nomic stringeiicy" was fully exploited, 
they led 

&*cond. this action has totally destroyed 
the ala-ady disappeanng legitimacy ot the 
IFN. It It IS i tear that eveiyonc is opposed 
to the politics ot ethnic cleansing, surely 
there must be (.onsullations within the 
global conimunily on what form ot inter¬ 
national iiiUMveniion is acceptable'* And 
finally, whal is becoming sickeningly clear 
IS that the bombing has made things worse 
for Kosovars - in whose name the intei- 
vention is K'lng (ustitied 1.40() inter¬ 
national observers, whose presence had 
.some lestraining influence even on Serb 
paramilitaries, lett in anticipation ot war. 
and iiding on a tide ot nationalist tren/y, 
.Serbia has stepped up its campaign 

And in all this am we to beliese that 
NATO IS diiven by a concern toi human 
rights'* Is theie any doubt left whatever 
as to the cynical use ol the banner ot 
‘human lights' by dial most hypocritical 
ot all goveinments, that ol the US, in ordet 
to cover up lor its strategic interests, foi 
the intciesis ot multinational capital, and 
for diverting the attention ot its citi/cns 
from the .sexual escapades ol its president'* 
Have not enough people given their lives 
in I IS bombing raids on suppixsed tci i oi i.st 
camps and aimamenis lactones (later 
magnanimously conceded as mistaken 
targets), to demonstrate that human rights 
are in tact tlic Inst casualty ol NATO's 
and the US's politics'* IVlicn the lii st .Stealth 
fightei crashed in Serbia, the emphasis ot 
the American media was that there were 
no casualties - the Amcncan pilot wa.s 
saved, you see Wiitcs Slavo) ’/.tick, ‘‘What 
we have heic is a political example ol the 
famous drawing in which wc a'cognise 
the contours either of a rabbit head or ol 
a giKxse head, depending on our mental 
tocu.c It wc knik at the situation in a 
certain way, wc sec the international 
community cntorcing minimal human rights 
standards on a nationalist nco-C'ommuni.st 
leadei engaged in ethnic cleansing, ready 
to rum his own nation |ust to retain power. 
If we shift the locus, wc sec NATO, the 
armed hand ol i.hc new c .finalist global 
ordei, tictending the strategic interests ol 
capital in the gui.se of a di.sgu.sting tiave.sty, 
posing asadi.siniciestcdenforcerof human 
nghls aliackingasos 'leigncountry which. 


in spite of the pniblemalic nature of its 
regime, nonetheless acts as an obstacle to 
the unbodied ossettion ot the New World 
Order” 

Olhei political analy.sts such a.s Diana 
iohn.stone tcel that thanks to Kosova, the 
US can control eventual Caspian oil pipe¬ 
line routes between the Black Sea and the 
Adriatic, and extend the European influ¬ 
ence ot favoured ally Turiccy On February 
23, James HcKtpcr, executive director ot 
the Balkan Action Council, one of the 
many think tanks that have sprung up to 
justify the ongoing transformation of 
tomiCT Yugoslavia into NATO piotecloi- 
alcs, gave a speech at the Holocaust 
Museum in Wasliingum at the invitation 
of Its ‘f'ominiiiee of Conscience' The 
111 St Item Dll his list of ‘‘things to do next” 
was this ‘‘Aicept that the Balkans arc a 
region of .siralegn. interest tor the U.S, the 
new Betlin it vou wilt, the testing ground 
lot N.VTO’s lesolvc and US leadership 
[ I Tfic administration should level with 
the American people and tell them that wc 
aa' likely to he in the Balkans militanly 
indclinitch. at least until there is a demo¬ 
cratic goveiiitneiii in Belgrade" 

Wntiiig in the New Stateinian, John 
Pilgei conc ms Behind the desperate moves 
in Iraq and now Kosova, he sees the 
detenmnation to realise “the mo.sl uigent 
post colduai piDiect" "the establishment 
of an oil proieilorate all the way horn the 
Pctsian Gull to the Caspian Sea" With 
this in mind, he argues, the US and Bntain 
have impowd their genocidal economic 
sanctions on the people of Iraq “NATO 
IS to be the policeman of this expanded 
oil colony ” 

All this IS ol course not to say that 
Milos.-vic IS an innocent anti-impcnaUst 
hero Ncitlici IS ihc choice loi democrats 
.ind radicals a simple one between the 
intematiunalisni of the ‘human rights' 
advocates and the fanatic Serbian nalion- 
alisin ot Milosevic No one in the third 
world leally needs be told about how 
senous the U.S and NATO are about tlie 
delence ol human rights - ever if many 
genuine leMisis and liberals here in Britain 
believe that this is really what the war is 
all about Whal is ollen overlooked in the 
dichotomised world of contemporary 
polities IS thai an oppositum to the one 
cannot and must not be allowed to mean 
a supjKnt tor tlie other. Much like Saddam 
lfu.ssein. whose accession to power was 
accompanied by a large-scale massacre of 
communists. Milc^vic's own history is 
no le.ss biuial Having consolidated his 
power on the promise ot restunng to Serbia 
Iks iii.st position within the Yugoslav 
Federation - a euphemism really for a 
senes ol ethnic cleansing opcratioas - 


Milosevic went about systematically dis¬ 
mantling the limited autonomy of the 
republics within the Federation. First he 
went for the Albanians, then for Slovenia, 
Croatia and Bosnia. The point worth 
remcmbcnng,.saysZi£ek.isthat"tlielTagile 
balance on which Yugoslavia rested was 
irretnevably disturbed” already as soon a.s 
Milosevic began his constitutional ‘reforms' 
in 1987, which subverted the autonomy 
of the vanous provinces Reports have it 
that ever since Kosova lost its autonomy 
schools, universities, libraries and radio 
and television stations that provided ser¬ 
vices in Albanian were shut down and 
Kosovar Albanians were systematically 
excluded from public employment.^ As 
Kosovars started setting up their own 
.schools and health care services, the strat¬ 
egy adopted was to submerge them cul- 
tutally by hrmgin” in thousands ol Seibs 
who had themselves been at the receiving 
end oi similar ethnic cleansing in Croatia 
and Bosnia. All the developments were 
inevitably leading to a maiginalisation ot 
the old political Icadeiship and the emei- 
gcncc oi the Kosova Liberation Army 
(KLA) as the only possible opposition lo 
the bruialitics of the regime The Kf ,A is 
now fighting - odcii with open NATO 
support, which of course has no altruustic 
motives loi this support - tot the complete 
independence of Kosova 
Meanwhile back home, wliat wcie we 
told when India exploded its nuilear 
missile * Strategic experts assured us, the 
inexpert and ignorant public, that nuclear 
weapons ensured detcircnce. nuclear 
weapons mean no more wars, wc were 
told Now that Russia threatens to inter¬ 
vene militarily, ‘the war in Iiurope' seems 
set to acquire uncontrollable proportions 
And as India and then Pakistan fire their 
little nuclear toys, it seems that at the dawn 
oi a new millennium it is business as usual 
on Planet Earth If anybody lives to see it 

Notes 

1 Kosova rathci than Kosovo and likewise 
Kosovar instead of Kosovan, is what Ihc 
Kosovan, themselves lend to use in the non- 
anglicised f<»m 

2 The NATO-biokciedRainhouilIet peace accoiJ 
was hammeted out hctuic the bombing began, 
promising a linnied sovereignty and provided 
that Kosova icmam nominally pan of Serbia 
for three years - an accord Milosevic has 
relused to accept Some atinbute the bombing 
to he a device lo totce him lo sign 

1 The overwhelming majority ot Kosvur 
Albanians aic Muslim, hut the issue does not 
seem to he one of anti-Musliiii pogmias so 
much as one ot Milosevic s anii-Albaman 
.Serbian nationalism It is inCeiestmg that so 
far the Oiganisalion of Islanuc Contercncc 
(OIC) has ivtuscd to back NATO's bondnng 
oi Scibia 
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PERSPECTIVES 


Lokmanya Tilak on Karl Marx 
and Class Conflict 

JVNaik 

Bal Gangadhar Tilak was the first Indian nationalist to intioduce 
Karl Marx and his concept of class conflict to India, as early as IHHI. 


COMRADES PC Jushi and K Damodaran 
in their book Marx Comes to India (1975) 
have surmised that the name of Kart Marx 
figured first time in India “in an article 
reproduced from an English Journal in 
Amnta Bazar Patnka in 1903 under the 
caption 'Rise of foreign socialists' Their 
remarkable growth in the continent in 
rccentycars’ ..andthatMarxandhiscontn- 
butions were still, as a rule, unknown to 
India” ' This paper seeks to argue and 
establish that B G Tilak. who was among 
the first Indian nationalists to see clearly 
the central contradiction between British 
(.olonial rule and the interests of Indian 
people, had introduced Karl Marx and his 
amcept of class conflict to India, as early 
as 1X81 

Ideologically. Tilak belonged to that 
school of Indian nationalists who, as early 
as 1841, made in the columns of the Bombay 
(•azetie a penetrative analysis, albeit jour¬ 
nalistic, of Bntish rule in all its aspects 
and reached the conclusion that there is no 
such thing as bcnclicient impcnatism and 
that there cannot he anything altruistic about 
colonial rule. The doyen of these early 
nationalist cntics was BhaskarPandurang 
Tarkhadkar (1816-1847) who openly 
denounced British rule as “the most bitter 
curse India has ever been visited with”,^ 
and challenged the authorities to prove 
him wrung of any of the following charges 
he accused them of; (i) treachery in politics, 
(ii) deceit in trade, (iii) undue extortion 
Irom ryots, (iv) ruining indigenous indus¬ 
try, (V) draining the country of its wealth 
and ‘thereby reducing her to poverty and 
wretchedness', (vi) racial discrimination, 
(VII) withholding high appointments from 
Indians, (viii) partiality in the distribution 
of justice, (ix) utter disregard to the edu¬ 
cation of natives, (x) hypocrisy as regards 
torcligiuus neutrality, (xi) unjust dethrone¬ 
ment of the Raja l^tapsingh of Satara. 
(xii) totally unprincipled war with 
Afghanistan, (xiii) inflicting unjust opium 
war on China, and (xi v) lack of objectivity 
in the writings of Bntish historians, es¬ 
pecially James Mill on India.-^ 


This early nationalist appraisal of British 
rule compares well with Karl Marx's 
incisive analysis of tlw same made in his 
articles in tla: New York Daily Tribune 
from the year 1853 The nationalist cntics 
have had read some of the same books 
from which Marx had derived his knowl¬ 
edge about India** It has been rightly 
observed that Marx's writings on India 
“vividly illustrate his irreconcilable oppo¬ 
sition to colonialism and belong by nghts 
to his works on the national-colonial 
queiition. In fact they reveal the economic 
and political premises which made the 
insurrection of 1857 inevitable”^ Marx 
presented a prohiund “scientific analysis 
of the conquest and enslavement of India” 
and noted “the variety of forms and 
methods of British colonial rule and 
exploitation. That colonial plunder of 
India - one of the principal sources of 
enrichment tor the niling oligarchy in 
Britain - cau-sed the collapse of the entire 
branches ot the Indian economy and the 
extreme impovcnshment of the vast wealthy 
and ancient country.. The Bntesh diximed 
millions of Indians to .starvation by break¬ 
ing the ItKal industnes. notably the hand- 
weaving and the hand-spinning, which 
could not compete with the Bntish cotton 
fabnes floixling the Indian markets.”^ 
The logic and language used by Marx 
to analyse the baneful impact of Britesh 
rule in India is almost identical to that of 
Bhaskar Tarkhadkar who unfortunately 
died before his genius fully matured, just 
a year before the Communist Manifesto 
was published in German in 1848 Hie 
Manifesto was “published in English 
fur the first time in 1850 in the Red 
Republican, Ixmdon, translated by Miss 
Helen Macfailanc, and in 1871 in at lea.st 
three different translations in America”.^ 
There is no definite evidence to suggest 
when Marx’s ideas of scieniiflc siKialism 
reached India and, m the present case, 
when the Maharashuian intellectuals came 
to be acquainted with them. It is however 
pertinent to note that in the late 18S0s, 
Vishnu Bhikaji Gokhalc, better known as 


Vishnubuwa Brahmachan (1825-1871). 
wrote in 1867, 'Sukhadayaka Rajya 
Prakarani Nibandha' (An Essay on 
BeneficienI Government) which contained 
idea.s that arc termed as 'utopian social¬ 
ism' " Curiously, it was in the same year, 

1867, that the first volume of Marx's Das 
Capital had appeared 'llie historians have 
been puzzled about the source of Brahnia- 
chari's 'utopian socialism'. Was he influ¬ 
enced by Plato's Republic, by tlie early 
European .socialisLs such as Roheii Owen, 
Louis Blanc, Proudon ct al whom Marx 
dismissed as ‘utopian socialists', by 
Marxist communism or by traditional 
indigenous ideas? As yet it has not been 
pos.siblc to give a definite answer ^ 

The point is that, some sort of socialist 
thought was in the air and it had found 
a vague expression in the writings of the 
nationalistic cntics of Bntish rule referred 
to above. For they had .showed a real 
concern lor the impoverished rural 
economy involving endless suf fenngs and 
hardships of pool pea.sant.s and landless 
labourers and had published 'heart-rend¬ 
ing* account of the untold sufferings of 
the tenants .under the khot zamindars *** 
The same kind of cnticism may have been 
voiced in other pans of India Hie problem 
of industnal labourers and especially fflili- 
majdurs had not yet aiiscn as the first 
cotton mills came to be established only 
in mid-1850s in the city of Bombay It was 
in the 187()s that the labour movement in 
India began to emerge and Narayan 
Meghaji Lokhande (1848-1897) play^ a 
pioneer role in it." But it .seems that the 
name of Karl Marx and his concept of 
class struggle between ‘haves' and ‘have 
nuts' was not yet known to India. 

From the available evidence ii seems 
.safe to establish tlic proposiUon that the 
credit of inteoducing Marx and his doctrine 
ol class conflict to India for the first time, 
belongs to Bal Gangadhar Tilak. I'hat 
Tilak had genuine interest in socialist 
thought IS evident from the kind of 
'selections’, he reproduced from the for¬ 
eign English luumals in the i.s.sucs of the 
English weekly, the Muhratta which he 
edited from its start in January 1881. and 
also from the articles which he intermit¬ 
tently wrote championing the cause ot 
agricultural labourers and industrial 
workers in the Kesan from the time he 
tixik over its editorship from G G Agarkar 
m 1886 till his la.st days in 1920 
An article on ‘nihilism’ was icpioduccd 
by Tilak in IheMa/mirm of April 17,1881. 
llii! article which was taken from the 
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bngltsh journal, tenure Hour, noted that 
mhiliiini “nianiiesis itself as radicalism 
in politics as lomiuunisni in its social 
aspect, as theism in its religious tenden¬ 
cies'’ Kcre, then, perhaps for the first time 
the term ‘(.ommunism’ as an ideology 
appeared in the Indian prc.ss I'hc article 
while tracing tlie ongin and development 
of nihilism noted that "Irom the lirst it has 
been a fierce protest against the existing 
society, and the fearful abuses of powei 
undei Nicholas, the timid rcfoiniatory 
nK’asures of his sue ccssor and the chaos 
and coniiadiction ot auKKratis rule (in 
Russia)generallyhavchecnitsinost potent 
support It postulated the entne suhverfioii 
of existing societies No more monari hy, 
no more established leligions. no more 
pmperty in land. whiLh is to he free loi 
all as the air. sim e all have an equal claim 
to bodily sustenance " The article noted 
that Alexander Iler/en (1812-1870) and 
Michael Bakunin (1810-1876) weio its 
first repiescntativcs {Tiu- Mahititui. 
April 17, 1881) Bakunin joined the I'list 
International (a co-ordinating socialist 
body) III IK6V. but alter stormy debalos 
with Karl Marx, was expelled m 1872 
The clinching evidence in support ot 


our proposition comes from an article 
which Tilak reproduced in his Mahram 
of May I, 1881. inim the English (oumal 
Wfldiru/The article whichTilak described 
as “a prized essav on the best means of 
ut)li.sing tiade unions” focused on Karl 
Marx's delinition of ‘l^ur is wealth’ and 
class conflu 11 ilak's genuine concern fur 
the woiking class is attested by the sig¬ 
nificant pi ramble he prefixed to the re¬ 
produced article It said; 

Howevei highly we may boast of prngies- 
stse civihs.ition amongst us. there is still 
muchth.ii rriiumslobcundone Wccxtract 
below fioin the columns ot the Radical 
a pn/e essay on the best means ot utilising 
tnide unions I he essay is s'eiy valuable 
and wc are suie perusal of this essay will 
priNiuce .1 u'viihiiiun of opinion ot a vciy 
usetui ind desiiable dcsciiption {The 
Main alia. M.iv i. 1881) 

The essay made a penetrative'analysis 
ol the ruthless e\|>loitation oi the working 
class by the c apitalrsts. and of Ihe class 
coni lieiemei ging I heicof. 'fhcc.ssay begins 
with ('liarirs I)jiism's description in his 
Oiiffaiot V/ c. ici^ as to “how certain species 
ot ants sieal the eggs of other species and 
leai then piogens .is then slaves These 


little crealurd'. when they come into this 
world, find themselves bom into a state of 
slavery and Ihe whole oi their lives through 
they have to labour and toil for their 
captors '’Thisdescription.theessayaigues, 
‘portray in miniature’ the crmdiUon of 
woriemen tn England, and it asks the 
exploit^ labourers' “Were you not - are 
not your children - reared from childhood 
in a state of social slavery'^ Are you not 
placed without your consent in a condition 
of subversion to other classes? Are you 
not, youi whole lives through, toiling and 
labounng and heaping wealth upon and 
procuring comfort lor another class'^ Is it 
not a fact that you never enjoy the wealth 
youcrealc'^ ."{TheMahratta ,May i, 1881). 

The working cla.s.ses”, the essay further 
asserts, “as in the case of ants Darwin 
speaks of. are reared fiom their birth in 
this state oi abasement to another cla.ss. 
Here. then, is the damaged pan ot our 
social sysicin This is where all the mis¬ 
chief begins This is the point to which 
Ihe tiade unions shoiild turn their atten¬ 
tion This aec'umulaiion ot tahouiers' toil 
in Ihe liands ot ihosi* who do not work, 
tins sacking out tiom the woikmg classes 
that which should serve foi then IvMielit 
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cooifoit and elevation, and the squander¬ 
ing of it in the most self ^.sh way by another 
class. IS the flaw in our social organisation 
whence spring paupensm. beggary and all 
soaal misery and disorder, and also with¬ 
out doubt, the greatei part of the crime. 
It is this that makes the mild dase.s of 
legislation iiieffecluar (The Mahtana, 
May 1. 1881) 

Further, the article says that “reforming 
the present slate of siKioty is like taking 
u pill to repair a broken leg. A radical 
change of the very conditions of the very 
bases of our social institutions is impera¬ 
tively required Labour is the source of 
all wealth, so is wealth is sourec of all 
political and social power .The Trade 
Unions should endeavour to iurc.st the 
diaining of the woiking man's wages into 
the hands of other classes - into the hands 
oflandloids, retailers merchants, etc They 
should institute a system whereby this 
wealth s an he among themselves, for their 
()wn benef it and ad vaiK ement" The wt ilei 
ot (he essay most significantly and 
poignantly asked “what is it that makes 
iippe’ ami lowei t lasses m modem soci- 
ctv ’ Is It not wealth' What is wealth, 
scieiiuticdlly deiined. is concentiuled 
.Kvuniulated. ctvsialhsed as Miir\ has ii 
■ tjihoiii" {The Mainatifi, I. I.S8I, 

emphasis added) 

Curionslv enough, these articles con- 
(.einini.’ I.ioom \selfaic and class conflict 
»' cte leprodutcd in the Mahnitui shortly 
.ilici the passing ol the Factories Act ol 
IKXI It IS well known that Tiluk opposed 
the Factoi les Act. but so did almost all other 
nationalists including Dadahhai Nuoion. 
M (’. Ranade, V N Mandlik, K T lelang 
Phero/eshah Mehta, <\ O Agarkai, N G 
( hatidavarkar The nalinnah.st opposition 
to lactoiy legislation was basically due to 
then tear or belie! that it would lelaid the 
growth of cotton textile industry by in¬ 
creasing the cost 11 pnxluction Practi¬ 
cally all Indian wiiieis were ol the view 
that the government of India succumbed 
to the pres.suic from Lancashire magnates 
“to handicap their Indian competitors by 
making the Indian cloth dearer" 

f'ntics have akso accusedTdak of .siding 
with landlords (being himself a khot - 
though only in name.) and ideniiiying 
himscit with a feudal landle.ss class. It is 
not the intention of thi.s paper-writer to 
|oiii issues with critics It cannot be denied 
iliat Tilak had some clunks in his armour 
But one sees a tremendous evolution of 
Tilak as a national leader, especially after 
his return from Mandalay in 1914 The 
mle he played in bringing about the 
historic l^cknow Pact in 1916 is too well 
known to bear repetition. 


All that this paper .seeks to point out i.s 
that Tiiak, who subordinated everything 
else, including .social reform, to an all- 
powerful urge ror“frcedom first' and used 
every extant means to achieve it, was 
immensely popular not only with ihc 
educated middle class but also with the 
industrial workers as it was demonstrated 
by the spontaneous strike of the mill 
workers in Bombay when he was sen- 
tenccHl to hic transportation in 1908 
There aic a numlier i>t articles in the 
Kfian in which 1 ilak timk up the cause 
ol agricultural labourers as well as indus¬ 
trial workers I'llak's inaiked inclination 
towards socialisls thought and his adnu- 
talion for Lenin lor bringing about a 
revolution in Russia and also for Kail 
Marx whom he described as ‘.Samaj 
Sattecha Puraskan.t' ('The propounder ol 
sociali.st tulc') can he clearly .sc*en fnim 
his arliclc ‘Riissiyaiha Pudhan lA*nin' in 
Ihc Ke\anol lanuary 29, 1918 While 
in F.ngiand. 1 'ilak addressed a nuniK’r ol 
working class ineeiings, one ol them was 
presided over by GeoigcKemuid .Shaw '■* 
Shapuni Saklatval.i, a scion of the Tata 
family, who became communist membt'r 
ot the Bntish pailiaincnt. called himself 
‘Tilakiie Kxirenusf At the end ol May 
1920. Saklatvala vsiote Imm England 
suggesting to 'I ilak that he should cstab- 
loh International ('ommunist I .about Party 
in India Tilak died almost within the 
two months ol liie leceipt ot the com¬ 
munication. Had he lived longer perhaps 
he would have aaed on this suggestion 
For, attei his reti.iii fiom England. Tilak 
was presented an addtess ot welcome by 
the textile woikei s ot Mumbai on Novem¬ 
ber 29, I919 At this lime, Tilak advised 
Ills admiring Ian young Shtipud Amiit 
Dange and bis compeiecs “to desotc 
themselves to woik uiiiong the workets in 
all indusines, railvsays and mines anddiK'ks 
and build up a sliong trade union move¬ 
ment”. ’’ Conn ade Dange adored Tilak all 
tiuough his lilc And the first thing that 
t'omrade Saklatvala did, on his landing 
m Bombay on January 14 , |«J27. was to 
visit Tilak menional statue at ciiowputty 
and salute it 
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REVIEWS 


Recast(e)ing Class 

Samita Sen 

Miners and Millhands: Work, Cniturr and Politics in Princely Mysore by 
Janaki Nair, Sage Piiblicalions New DcUii, 1998. pp ^2*5. Rs 450 (cloth). 


JANAKI NAIK s oiniparativc study ot 
gold mincts in Kolai and textile woikcis 
in Baiigaloie challenges many oithodox- 
ics ol Indian labour history 1lte conipaia 
live tramewoik is itsi'll a inetluxlologu al 
innovation and piosides new insights in 
a held hitheitii tloniinated by '.mgle- 
iiidii.sirv or r^gion-speLilic studies Hei 
compaiative appioa^h allows Ahntonttil 
location ol iliftcrcnl eategorics ol analy¬ 
sis She cxariunes workers' inultiple iden 
lilies to show how these aie embedded in 
speeiliL sot laland poliiu al pnx'esses .She 
emphasises the ioii)un(.iuial natuie ot 
identity and the Hind iiatiiie ol lelaiion- 
shipsesenon sitesol l.iigc-sialetapitalisl 
produition Woikers' ownexpeiieiiLusol 
these lelalioiislups ate inHiien(.ed by then 
iimnediale t and i oiitiiieent) p.isis, and then 
own ageiKv lorges then politii.il iiiose 
nienis Hut woikei.s do not operate in a 
Tieldoi ideolognalaiitoiiomv.noi is class 
irrelevant to then situation In the Indian 
uintexl. the “hisioiK.dly unpieeedenled 
mode ol prodiiition” -lapitahsni pio 
loundl) stiuituied woikcis' livjs,eultui'* 
and politic' Nan ilise.iids ihe Iheoielnal 
“tyraiinv ol class’, inii she iieseilheless 
omplusiseslhe“iiiateii dilvol exploitation" 
withm the capitalist work pioeess, i e. 
workeis as an ctimoniu ilass well as 
cl.iss as ,111 identity woikers themselevs 
invoke in then pohtiial stnigi.’les .igainst 
employers 

Nan's disiiniliveness lies in not assum¬ 
ing class politics ot an invaiiableiiaiei- 
torv ol Its development The im|x>rtant 
counietponii to 'ilass in her analysts is 
'i.isle' She contijsis the eviiliilion ot a 
.speciliL laste class c'<|uation in Kolar, a 
mining enilave piedoninuteJ hy lower 
caste workeis with the "conliniions lian.s- 
(oimalion" cxpcMieiicc'kl b\ clis|vtsed 
workers Ironi Jivcrvc hackgioiiiids in 
Bangalore .Since uuesiioiis ol caste luce 
received surptisingly httic attention in 
histones ol Indi.in labour. N.ur’s hook is 
extremely signilicant - both a. aeoiiee- 
tiveand lorpioviding a (iuniew' 0 ’'k within 
which to luxlapose class and caste 

Nan's slorv ot lormaiion ol indnsiiial 
laboiii IS dll let cut Ironi those told so lai 


and It diaws jttv ntion to the importance 
ol leguMial v.iiialions In the cases both 
ol Kolui .111(1 Bangalore, migration wa.s 
tamiiial and inioe permanent. Both these 
I etna's had higiiei sex ratios than olhci 
cities ol colonial India. Familial migration 
perinilled a in< tc el ficient rcproduelion ol 
caste, regional and language diltercnees 
and inti'icmed the kind ol communitv 
idciUiiies ih.ii co'ild develop in the new 
WMikphicc's ' a pioeess that was aided in 
pan by the new Iv I urged caste allegtanees 
lit pioleuiians ni the making' (p 24i 
Nan dlls iiiitnigh the meehanual equa¬ 
tion set up Ix'tween 'dcgiees' of pmle- 
taiidiiisatiiin Ihe persistence ol pie-ilass 
idenitlies .>nil lecels ol class conscious¬ 
ness. She shews that, on the one hand, 
caste w as tiKi ini|)< irtant to the Adi I iravida 
woikei-st'llK is to be oveiiiden by 
'luiliO'ial -ii I l.iss'(onsiderations The 
K()l woikeis tiiiilcrstcMKlandlesisied Ihe 
opptessicc III, III ol colonial uppei caste 
■ind c,ipitahsi esploitation On the other 
h,uul,c.iste iiut‘ilamhistoneai sitaHiniis 
could hec'iiiiK' .i sohdanslic toree, eontrih- 
uting to MiiK” than detracting Itom class 
struggle Itwasalongcxpeiienceol caste- 
hased social .u ti\ ism that gave the niineis 
Ihe gionnd lioni w hieh to launch a “leader¬ 
less” sii ike in 1 9 X 1 ) - a strike ovei “honour 
iMKldigiiiiv' taihei than over “the monthly 
p.'iy packet" !pp 146-47) 

An eniiitiasis ,in multiple identities ol 
the working c lass is an inipoilant correc¬ 
tive' 111 the luiluidox Marxist msistcncc on 
subsuming all complexities within class 
Nair. howt'vei i, well aware that a “mcic 
recognition nt intermittent or intertwining 
identities" is also inadequate Not is il 
p,iiliculaily helptui. Nan points out, to 
invoke an idealised past A “valoitsalum 
ol pre-eapiialisi identities ot new pnilc- 
laiians'. win..' by no means distinctive to 
Indian labour history, rs, nevertheless, a 
gcnetal and pei.sistent strain in it (p 296) 
Dqicsii Chaiiaharty, in his well known 
study ol Bengal luic worker:,, emphasises 
the continuance of the prc-capitaiist 
ideniily.' and I>ilip Simeon txamimng 
Ihe case ol woikers in Chhota Nagpur, 
dwells Dll Ihe dysjuneture from it “the 


places whence the workers came were nch 
in .symbolic co-ordinates but the chief 
charaetenslic of the new place they oc¬ 
cupied was subordination - a condition 
requiring the acceptance ol drudgery and 
humiliation" * Nair, however, points out 
the relevance of the actual condition from 
which the workers came to these new sites 
ol capitalist production The“a’membcred 
past” ol the low caste woikers who mi¬ 
grated, in families, to the Kolai Gold Fields 
was eoiistituted by the “.seanng memories 
of the indignities of the countryside” which 
served to exaggerate the "relative trcc- 
donis ol the capitalist workplace (p 296) 

('enlral to this was the memory and ex¬ 
perience ol their low caste status in the 
Tamil countryside - based on a relation¬ 
ship that was deeply antagonistic latlier 
that, integrative 

A ciitial pan ni Nair's .story of the KGF 
workei IN his experience ol capitalist 
wage contiol as libc'rating II was pre- 
leired to his earlier situation ol c'a.ste- 
hased bondage - a iiwkIc ol laboui coninil 
which was inscnhed on his veiy body 
ill Kolai, tlie tcusie) honiogetieity o| the 
adi <tr<ivicla workeis gave a special 
potency to qtiesiions ot caste around 
which eat best political activities cohered 
I >bv loiisly. 01 Kolai, workei sexponc'iiced 
caste 111 ways radically ditteicnt iroin 
llicii expeneiice ol caste in the Tamil 
couiitiysidc Ironi where they came Caste 
was not only the epicentic of their cx- 
pctience ot colonial <ind capitalist moder¬ 
nity, but It Um) was continuously in th>' 
making Thus caste was tar tinm being a 
‘prc-capitalist' hangover It became the 
identity tiom which workers aspired to 
trapping.s ol modernity It was dynami¬ 
cally ‘modem’ and ‘capitalist* - an integral 
pan of living and working in the new site 
of production 

Nair helps towards deinyslifyiiig caste 
I'y empha.sising its (rc-)construction in the 
pniccss of migration, the labour processes 
in mines, and in the stKial and political 
movements ol workers She demonstrates 
how existing scK'ial identities and nieiar- 
c'hies are nMnsenbed under capitalism by 
drawing out the relationship bctwc'cn social 
- ethnic, caste and community - divisions 
and workplace hierarchies In the KGF 
c'a.se, lor instance, the division between 
company and contract workers was to the 
formers advantage. Company workers 
were engaged tor surface ta.sk.s, in regular 
shifts and included women and children. 
The contract woikers engaged at piece 
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rates woifced undei]ground for longer hours 
and without security of employment. This 
division played a role in the precipitation 
of the first major strike of 1930. In some 
cases, workplace divisions were created 
around ethnic differentiation - predomi¬ 
nantly Tamil workers were subjected to 
•surveillance by Puiyabi durwans. These 
differentiations were also deployed by 
workers in the way they forged their soli¬ 
darities and organised collective action. 
Nair does not, however, push this argu¬ 
ment in the direction R S Chandavarkar 
did in his study of textile woikers in 
Mumbai. He examined the interplay of 
social and workplace hierarchies to argue 
against treating employers and workers as 
each a monolithic group, internally homo¬ 
geneous and mutually luitagonistic.^ Nair, 
however, reaffirms the notion of “contra¬ 
dictions in capitali-st producuon relations 
Irom which the very conception of ‘class' 
originate!'.” (p 29) 

And yet. how do we read class with 
caste’’ 'To conceptualise the relationship 
between different identities as 'intermit¬ 
ted and intertwining' is, as alieady pointed 
nut. inadequate. So. arc these C(>nte.sting 
identities? It is (his .second approach that 
has luellcd a hitler and prolix debate, 
especially in Bengal's historiography 
Does 'community' oi 'class’ better ex¬ 
plain workers' behaviour'’ Nair oilers a 
dilieient leading by compaiing the Kolar 
and Bangalore workers’ experiences. She 
argues, “caste alfiliatiuns ol workeis did 
not retain the same meaning in a setting 
such as Bangalore, an expanding city 
cunsi.sting oi diverse populations, com¬ 
pared with a mining enclave” where the 
adi dravida were “a dominant demo¬ 
graphic, and later, {wliucal pesence in the 
area” (p 25). In Nair's view, in ceruin 
historical circumstances (e g, of Kolar) 
ca.stc provided an alternative identity 
parallel to cla.ss and became “too impor¬ 
tant to be overwhelmed by cla.ss uinsid- 
erations” (p 180). Nair. thus, argues a 
close connection between economic ex¬ 
ploitation. political domination and siKial 
subiugation so that in the arena of work¬ 
ers’ politics, there was “never a moment 
when the relative importance of economic, 
cultural and social domains was totally 
bevond negotiation” (pp 180-81). 

Nairquestions the possibility of an “ideo¬ 
logical autonomy” of workers. Instead, 
■she stresses on workers’ agency in foigii^ 
collective action. Doubtless, trade unions 
reproduced culturally derived forms of 
despotic power - but not in the same way 
and not to the same extent. There were 
significant differences between (he Con¬ 


gress who sought to subsume the working 
class within its ‘anti-imperialist’ agenda 
and the communuts committed to a more 
radical social agenda But, more impor¬ 
tantly, in the 1940s especially, despotic 
modes of power were being eroded from 
below. Drawing on Antonio Gramsci. Natr 
argues, in the context of the 1930 strike, 
a “contradictory consciousness” which 
generated its own embryonic conception 
of the world but which only occasionally 
manifested in action when the group was 
able to act as an “organic touHty" (p 139). 
Against such worker-led action, Nair 
contrasts the claims of the Congress to 
repre.<ient labour which was motivated by 
the leadership’s interest in capitalist 
development in the .st'ate. The leaders’ 
interest in labour organisation had as much 
to do with upholding their rights as with 
“guaranteeing an industrial climate free of 
strikes” (p 144). Thiscomplicityisacrucial 
key to the role of the 'outsider' in labour 
movements. Employers, the state and the 
Congress (aspiring to state power) were 
unwilling to grant the possibility of work¬ 
ing cla.ss leadership emeiging from within 
its own ranks However, and especially in 
KGF, workers’ capacity (or collective 
action did not hinge on the existence of 
formal trade unions There was, clearly, 
an .mtagonistic relationship embedded in 
the quotidian realities of mining where 
workers risked (heir lives every time they 
went down to get gold. Collectives were 
ba.scd on common and shared experiences 
and could 'erupt' into action against the 
system, apparently without lea^rship or 
organisation. A.s a result, when formal 
unionisation did make a headway, there 
wa.s no “predictable relationship" between 
the leader and the led. Their own tradition 
of leadcrless struggles had taken deep 
roots in the KGF and workers were un¬ 
certain of the advantages of union re¬ 
presentation (pp I63-6S). The commu¬ 
nists believed, and they may have been 
right, that greater organi.sation would add 
to cohesion and sustainability of strikes 
and would serve better the long-term 
interests of workers But the euphona of 
their succe.ss in the mid-1940s was short¬ 
lived. Communists in their pre-occupation 
with workplace economic issues failed to 
come to terms with the question of caste 
identity which KGF workers were unwill¬ 
ing to defer to an uncertain future. Even 
in the 1940s. howevei, the euphoria was 
misplaced: there never was a ‘golden age' 
of trade uniomsm. The woikirig class was 
and remaias “a contested tenainover which 
no single ideology could gain total or 
lasring hold” (p 181). 


Nair’sgreatest insights follow from such 
combinations of different elements in her 
delicately balanced analysis. She. how¬ 
ever, retains the established convention of 
Indian labour history in herconcentraUrm 
on industrial labour as the key to under¬ 
standing class formation and class con¬ 
sciousness more generally. Indian histo¬ 
riography has. mostdamagingly, clung to 
the arbitrary and misleading equivalence 
of industrial labour force with the ‘work¬ 
ing cla.ss’. Historians not only ignore other 
(larger) arenas of labour, hut also tend to 
abstract the industrial labour force horn 
(he wider context of proletarianisation 
which affected many other categories of 
labour. These questions anse forcefully - 
though in a different way - in the context 
of Nair’s documentary film on Kolar, 
'After the Gold'. Since the film was shot 
well after gold-mining in Kolar had gone 
into terminal decline, the fiury edges of 
even a secure ‘working cia.ss’ in the public 
sector had become all too apparent. 
Industrialisation, thus, cannot he delinked 
from the general economic changes in the 
19th and 2()th centuries The industnal 
workforce must be seen as part of a more 
general story of subordination of labour 
to capital - in agriculture and across 
heiciogcneous trades in cities, towns and 



jllibrary and Information 


Sciofico 


Vol 1 Library and Information 
Science Basic 

Vbl It - Information Sciences, Information 
Technology & its An>licaiion 

R.G. PRASHER 

Peers in the field of library profession 
and library education have rame together 
to present the current status of Library & 
Infimnation Science as also to tell about 
the trends in its future developments 
Almost all the important facets of LIS 
have been dealt with in honour of Prof 
PB Mangla of Delhi University 
Prof R G Prashcr is Prufcssoi and Head 
of the Department of Library & 
Information Science at tiir University of 
Saugar, Sagar (MP). 

1997 674P ISBN8l-7022-636-lt(Set) 

_ Rs 1500 (|ier set of two volume 

COHdPT PDBUSIDie COHMMir 

A/15-16, COMMERCIAL BLOCK. 

MOHAN OARDEN. NEW UELHI-110059 
CABLE. CCWPUBtX) 
fEL 5648019,5649024 EAX. (011)56411053 


[uomic and Political Weddy May I. 1999 


1027 




villages. The history of class formation 
ami questions of class consciousness can 
only be addrc.<uicd meuningiully when we 
grasp all these connections within which 
the working classes were embedded. 

Nair’s tncus is on 'organisation' of 
labour She focuses on the factoncs, mills 
and mines which were to become the core 
of the 'formal* sector m the 1920s and 
I93()s, already defined by legislation and 
.subject to slate regulation from the late 
19th century These have provided her the 
context to examine the emergence of wage 
labour systems - and the processes of an 
emergent labour market It has also given 
her the background to examine collective 
resistance ny workeis. hrsi thiough 
sporadic strikes and later through progres¬ 
sive unionisation Her l otnpan.snn between 


THIS voiiinic IS an anthology of 18 long 
articles oi extracis from historical works, 
the oldest of them iiubhshed thiec-quat- 
ters of a century ago. which have aliected 
the way in which the .student kxiks at 
Mughal htsioiy. It one tncs to label 'eth¬ 
nically' those selected authors who write 
in English, then, are < t Indian authors and 
one co-author, one lantiquatcd) Bntish. 
three Amoncans, one Canadian, and one 
Dutchman Of the Americans, one is a 
woman OI the Indians foui (imludiug 
one co-edilor) aie Muslims. None ot the 
wntcis IS Imni Pakistan oi Bangladesh 
aftci independence, not fnmi the tonnei 
.Soviet blvic Sui h contnhutions arc on the 
whole not much missed, though one would 
perhaps have liked a nod towards 1 II 
Qureshi. S M Ikram. Riarul Islam or K M 
A.shraf The whole is preceded by a 71 - 
page iiuroduelion, which ranges at top- 
spi'cd Imm the beginnings of Mughal rule 
to Its decay, distributing commendations 
and cnticisins, praise and hlarnc to earlier 
and conlcmpoiary wnters. Some of those 
who aie .still alive, indeed younger than 
this reviewer, may not be delighted by the 
editors’ brusque characiensaliotis An 
Amciican wnler on the Maratlias is le- 
ferred to “toi a summing up of conven¬ 
tional wisdom”. Another authoi is en'd- 
iled with an “overview 11 the.se pRiivsse.s” 
TIiccdiiots also repeatedly, and with some 
jusiilicaiio't, cmphrsise the inlluence ol 


Kolar and Bangalore highlights the inter¬ 
play of caste and class which she 
contextualises in specific patterns of 
migrations, organisation and processes of 
capitalist production. 

.. Notes 
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Delhi IV'JS. i> 2 

IKS r'haiid.ivarkiir. Imperial Panel and 
Populai Pahtus Class Resistant e and the 
Slate III India i ISS0-I9S0, Cambndge 
liiiivcrsity Ficss IWH. and The Origins of 
Induslnal I'apiialism in India Business 
Strategies and the Working Classes in Bombas, 
1 9110 1940 ('anihndge. IV94 


“British colonial wnters such as W 11 
Moreland'' on the Aligaih Marxist histo- 
nans. and a niehistoiy ol skirmishing is 
visible whole ■( is stated in a footnote that 
an author has reiu.scd permcssion for an 
article ot his to be reprinted in the volume 
Tlic editois discu.ss the most divci.se 
issues with hold generalisations, with 
patches (<t dotuiled information both from 
then own rosoatohes and an cnoimous 
quantity ol iceont publications oti Indian 
histoiy and in parallel fields Then ex¬ 
pository St y le has what the late A/ir Ahmad 
called “an eloquent velocity" teetering 
on the hunk -ii a plunge into a phantas- 
niagoru magic-well of mixed mcla- 
phois “the notion ol the Mughal state 
as an all-powetful Leviathan with a 
bureauc i alic ‘.steel frame’ “. They indicate 
the possible dnec turns of future i cseaahes 
ami publications In their charaelcnstic 
biee/y and ily nainic vocabulary, then the 
cxlitois end by expressing their hopes tor 
the tuturo 

The lask heloic is thus not only the 
positivistic one of .separating myth fioiii 
rcaltiy, hut ol understanding the complex 
diaieclu Ix'iMeen the two. The challenge 
and piospcct that lies before* the historian 
ol Mughal India is thus u daunting one; 
ii rcmnms to he seen whethci the metho¬ 
dological approach that is in the pnKc.ss 
of transforming so many other ticlds in 
Indian histurv will eventually blow muc h- 


needed winds of change into this domain 

as well. 

The anthology of earUer writings is 
divided underfourhold-all headings; 'The 
formulation and consolidation of author¬ 
ity', ‘Fiscal organisation and social struc¬ 
ture' , ‘Politics, trade and transformation’, 
and 'Regions and realms of resistance’. 
The material comes from the more tradi¬ 
tional categories of historical writing but 
the urganis^ion of it by the editors reflects 
strictly contemporary preoccupations. 

Some of the older wntings have dated 
more than the others. W H Moreland 
remains a formidable analyst It is difficult 
to surpass Jadunath Sarkar as a straight¬ 
forward narrative hi.storian of events in 
Mughal India, clo.se to Edwaid Gibbon 
and Macaulay in his Whig-denved outkmk 
One reads his narrative with ab.sorhcd 
interest, even if one has discarded the 
assumption that he shared with Gibbon 
that polities dec lint* and aro t uincd mainly 
through the manifestation ol religious 
bigotry 

By contrast one may feel a grim amuse¬ 
ment at the contortions ol Wi Ifred Cantwell 
Smith a Marxist k'lievcr who has many 
simiiai ities to ihc lei I-w mg Englishmen oi 
the heroic geneiation of the I9t0s, who 
has to decide whether Pathan (nhal ehiet 
tains or successliil rural bngutids are really 
lower-class, and therelorc representatives 
ol the common (leople and gcKxl things' 
Howevet a point that he makes is that 
Mughal rulers and anstocratic Indian 
power-holders, however exquisite their 
.sensibilities, could be (according to model n 
enlightened notions) not only ruthless but 
quite n'voltingly cruel in the niannet in 
which they suppie.ssed such dissent. This 
must .still oe relevant to our aUitudu.s 
towards the past and its cultural glones 
today 

Ot all the categories cho.scn by the editors 
that ot ‘regions and realms ol icsistance' 
evokes a response from the reader aware 
ol conlemporary situations This would 
not have bevn Icitby an earlier genet alion. 
Both the introduction and the .selected 
texts assume a previous detailed tamihar- 
ity of the reader with many aspects of 
Mughal histoiy, society and culture, as is 
evident from some disingenuous turns of 
the phrase in the introduction, e g, “the 
gurus themselves, who. as is well known, 
were exclusively drawn from khatn stock*'. 
But most protcssiunal historians who dip 
into and read this substantial volume will 
find that their knowledge oi certain cor¬ 
ners and aspects of Mughal history and 
of Indian society during the Mughal period 
IS strengthened and ennehed. 


Comers of Mughal History 

Simon Digby 

The Mughal State, 1526*1750 by Mu/uilar Alai.i anil Sanjay Subrahmanyani, 
Oxford in India Readings Themes in Indian Histors Oxford University Press, 
Delhi, 1998; pp xii + 5.36. Rs 595 
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East Asian Economies 

Trends in Poverty and Income Inequality 

V V Bhanoji Rao 

The World Bank study entitledThe East Asian Miracle observed that eight high performing Asian economies 
achieved not only high average rates of economic growth but also declines - sometimes dramatic declines 
- in income inequality. The two characteristics together were dubbed the East Asian Miracle. This essay 
provides available evidence on the trends in absolute poverty and the degree of income inequality in seven 
east Asian economies and concludes that while these econotmes have achieved substantial reduction in 
absolute poverty, the same i annot be said about income inequality. In fact, the Lssue of inequality could 
get to the centre stage in the prevailing crisis in the region. 


1 

Introduction 

THIS essay, which is the third in the scries 
on ca-st Asia (comprising the four NIFis 
and ASIiAN-t), draws tmni and builds 
upon tlic data and analyses in World Bank 
(IW.t). Mcdhi (l‘W4), Ahu|a cl al (IW?) 
and vanous other stuilics After aiiiving 
al the coni lusion that poverty has indeed 
fallen in the east A.sian economics over 
(he pn.sl (wo to three deludes preceding 
the prisseni ciisis in the region, the R*sl of 
the article deals with a detailed exainina 
lion of trends in income inequality 
Tlie Imm A.sian Mirat le by the World 
Bank (1991) has looked iii great depth at 
a quarter centuiy (I96*i-9I)) of economic 
|H-iiomiance of Japan. I long Kong. South 
Korea, Singapoic, I'aiwan, Indonesia. 
Malaysia and Thailand, together referred 
to as high pcrfotming Asian economics 
(HPALs) The bank report defines the 
' miracle’ as follows 

In a number of ways, their post-war cx- 
pencnce distingui.ihcs them as a gioup 
TlKir must obvious common ch.iraclcns- 
tic IS their high average rate of economic 
growth During the .\ame penod, income 
metpialily has declined, uuneUmes dra- 
maiually [emphasis added] These two 
outcomes - rapid growth and reduced 
inequality - are the defining character¬ 
istics of what has come to be known as 
the east Asian economic miracle [World 
Bank 1993.27j. 

The report also 'notes that the HPAEs 
share .several other charactcnstics. Hiey 
include rapid output and productivity 
growth in agriculture, higher rales of 
growth of manufactured expoits. earlier 
and sleeper declines in fertility, higher 
growth rates of physical capital suppoited 
by higherrates of domc.stic savings, higher 


initial levels and growth rates of human 
capital and generally high rates of produc¬ 
tivity growth All these can be considered 
as closely related to high rates of eco¬ 
nomic growth, which in turn has a 
tavourable impact on employment expan¬ 
sion and povcitv reduction But they do 
not have any obvious implication of ic- 
duicd income inequality. 

In the next section, evidence on poverty 
IS mvicwcd to show that substantial pov¬ 
erty reduction has iK'cuired in the lour 
iigci economies and the ASCAN 1 econo¬ 
mies. In the sections that follow, diita on 
income inequality are reviewed to point 
out (hat the evidence does not clearly 
indicate a reduction in inequality across 
ihe hoard in all (lie economies. The article 
ends with a .section on rctrospcei and 
prospect on poverty and inequality in Ihe 
region 

II 

Evidence on Ab.solute Poverty 

The incidence of (xivcrly has been im¬ 
ported to be of insigmricanl magnitude in 
the four NIEs Singaporc. for instance, h. ui 
a relatively low incidence of poverty of 
2.’i per cent way back in the fifties. The 
rate was an insignificant 0.3 per cent tin 
1982-83 [Rao 19881 The decline has been 
due to the phenomenal expansion of 
employment and income since the mid- 
sixties In Korea, poverty declined from 
a relatively high 40 9 per cent in 196.5 to 
2T4perccntin 1970,14 8 percent in 1976 
and 9.8 per cent in 1980 [Lcip£iger ei uf 
1992.7) and further to 4.6 per cent in 1984 
[Rao 1988). Absolute poverty has hecnof 
rather low magnitudes in Hong Kong and 
Taiwan as well [Ran 1988; Lau 1993]. 

There was a rapid decline in incidence 
i)f iwverty in the tha*c ASEAN countries 


also as .shown by the evidence in Table 1. 
Of special .significance is the phenomenal 
reduction in poverty in Indonesia, a coun-' 
try plagued by political tuibulencc and 
economic and siK'ial chaos in late 1997 
and much of 1998. 

Poverty e.stimatcs in Tabic I are based 
on the so-called international poverty line 
ol $1 a day The evidence in Table 2 
shows that Ihe international povcity line 
understates (he incidence of poverty in 
Malaysia and Thailand compared to 
poverty estimates based on national 
poverty lines Despite this observation, 
one must acknowledge Ihe fact that 
ASEAN-3 nations have achieved poverty 
levels ol less than 20 per cent in t he nineties. 

llic stK-ial indicators m Appendix I also 
support the contention that sub.stantial 
human re.souicc development has taken 
place in all the regional economics with 
the tigers in the lead and the ASEAN-3 
following. 

Tabu I ISivmiY IS A.SRAN-t. I'm-V.S 

{.Pet <enrt 


Cuunii y He.iil-Co uni I ndex 



197.S 

1985 

|99t 

.••OS 

Malaysia 

17 4 

~I0 8 

~l 0 

” <1(1 

Thailand 

8 1 

100 

-il 0 

0 

Indonesia 

64 3 

.12 2 

17 0 

114 


Note All nunibeis ip this lable aic bjtcd on 
ihe international poveny lines of 11 per 
peibon per day at I9KS pnees 
Soune Ahu|a el at (1997). p 7 

Tabu 2 Compawisx- NAn.iNAi and Wowd Bank 
Poverty Mayniiudes for A.SEA -1 

Countiy Poverty Pi/vcriv 

(National) till per day) 

Malaysia 1987 18 6 198.VI0 8 

Thailand 1992 m I'WJ-.ri 

Indonesia I99.t ilh 1992 - i7 0 

Soune Ahu)aetal(l997) pp 7 and 15 
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Ill 

Endence on Income Inequality 
World Bank (1993) 

Evidence on Changes in Gini Ratios In 
a diagram showing GDP per capita growth 
rate ior 1965-90 ami ciiange in the average 
Gtni coctficient for the decade of the 
eighties relative to the average ior the 
decade ot the sixties [World Bank 1993.41, 
the following changes in the Gini rdtio.s 
have been indicated' 


Hong Kong 

Korea 

Singapore 

Taiwan 

Indonesia 

Malaysia 

Thailand 


'0 I 
dlinust zero 
-0 (W 
0 02 
-0 1 
-OOR 
-0 07 


It would appear that the generalisation 
about the reduction in income inequality 
IS realty ba.sed on the experience ol Hong 
Kong, Singapore, Indonesia, Malaysia, 
Taiwan and I'liailand since the change in 
Gini IS not shown tor Japan and the change 
IS insignificant in Korea 
Evidence on Rvlatne Inequality The 
Bank report also flags the positive a.sso- 
ciation between gniwth and low inequal¬ 
ity in the HPAEs, on the basis ot data on 
40 economics plotted on a graph with 
growth rate of per capita GDP during 
1965-89 on the vcrt'cal axis and an index 
of inequality ot income on the hon/ontal 
axis. The index is nica.sured by the ratio 
ot the income share of the richest 20 per 
cent to the income shaic ot the poorest 20 
per cent of the population The tollowiiig 
extract deals with economic growth and 
income inequality 

Die positive association between growth 
and low inequality in the HPAI s. and the 
contrast with othci economies, is illus¬ 
trated in tigurc ..Forty economies are 
ranked by the ratio ot the income share 
of the nchest fifth of the popukitton to the 
income share ol the poorest ftlth and per 
capita teal GDP growth during 1965-89 
TIk north-west comer of the figure idcnti- 
fic.seconomics with high growth (. .gieatci 
than 4 percent) and low ralattvc inequality 
(. less than 10) Theie arc seven high 
growth, low inequaltiy economics. All ot 
them aic in cast Asia: only Malaysia, which 
has an imlex of inequality alxwc 15, is 
excluded (World Bank 1993 29-30) 

The evidence refened to in the above 
querte is summarised in Table 3 It is 
interesting to note that among the econo¬ 
mies with a relative inequality index of 
I Dor less, there is a wide variety ol growth 
expeiiences Yet, with the exception ot 
Malaysia, ail other .six economies of the 
seven noted above (and Japui additionally) 


h^ipen to have not only inequality indexes 
of less than 10, but also average growth 
nue.s of per capita GDP of 4 per cent or 
more That indeed was the ‘miracle’ of the 
east Asian economies. What then was the 
trend (as against the level) of income 
inequality? 

Gini Ratios, 1960s, 1970s and 1980s. 
The Bank report [World Bank 1993:72-74] 
has three graphs, each showing the growth 
rate of GDP per capita (on the horizontal 
axis) and the Gini coefllcienlfon the vertical 
axis).foi 196.5-70, 1971-80 and 1981-90 
The hgurcs for 1965-70, 1971-80 and 
1981-90 lespcctivcly covered 22, 22 and 
15 economics Fnmi the three figures, the 
Gini ratios are read out for the HPAEs and 
these are given in Table 4 

Japan. Korea and Taiwan can he singled 
out for relatively low Gini ratios way back 
in the sixties Furthermore, in these econo¬ 
mies, there was little ditfercnce in the 
Ginis ill thi' eighties compared to the sixties 
It is well known that the three economies 
have cxpcncnccd .significant reductions 
in income inequality after wide-ranging 
land rctonns Changes since then have 
been relaiivclv less significant In respect 
ol the otiici live economies, notable re¬ 
ductions (almost 20 per cent or nuirc) in 
the Gini ratios occurred in the eighties 
rt’lati VC to the sixties For Hong Kong and 
Singapore, which arc urban centres, rural 
land reforms do not apply. The other three 
economies (Imtoncsia. Malaysia and 
Thai laiid)dKl ih it implement cftcTti ve land 
reforms Thus it the observed declining 
trends in inciMiic inequality in thc.se live 
econotniesaie indeed valid, tlicy will stand 
as monumental examples ot growth with 
equity despite the lack of specific policies 
to altci propi'ity relations aimed at obtain- 
in.'g such an outcome Furthci scrutiny ol 
the evidence lor the.se five economics, in 
particular, is of considerable intcre.st. 

Aiirj.MT AL (1997) 

Table 5 has (he evidence on ‘inequality’ 
from Ahu|a el al (1997). A few comments 
are in ordet The time span considered 
vanes fiom 10 years for "raiwan to 25 in 
the case ot Indonesia. Ot the seven econo¬ 
mies considered, Gini fell in two, rose in 
tha-e and remained unchanged in two 
These rrend- can hardly be used to 
geiKTalisc the mirac le of growth with equity 
as the Bank report has tned to .show. 

The Case of Indonesia: 'The Indonesian 
Ginis arc not adinivsiblc in a comparative 
context since the estimates are based on 
expenditure distnbutKHis and not distri¬ 
butions ol income The fact of the matter 
IS that there are no income distribution 
data for Indonesia. The National Socio- 


Economic Surveys provide data on expen-^ 
diturc distributions. They portray expen¬ 
diture Ginis declining from 0.34 tn T976 
(and 1980)to0.33in 1981 (and 1984) and 
0.32 in 1987 Such a trend is quite con- 
si.stent with the significant reduction in 
absolute poverty that has occurred in the 
country since the early seventies. But, that 
IS no indication whatsoever that income 
inequality has declined. There was only 
orre e.stimate of the Gim ratio for income 
distribution for 1976 and it stood at a high 
0.49 [Booth and Sundrum 1981; Boediono 
1990; Tjondronegoro et al 1992]. 

In the re.st of the article. I ndonesia is not 
considered. For the other six economies, 
an attempt will be made in Sectioas V and 
VI to look at time senes evidence to assess 
the trends relatively more accurately 

IV 

Trends in Income Inequality 

This section is based on the reviews of 
trends m income distribution in tlie cast 
Asian developing economies by Rao 
(1988) and Medhi (1995) and further 
updates. The data lor all the five econo¬ 
mics refer to household income distnbu- 
tions with household as the unit ol obser 
vatioii Thu.s. within any income class, 
there could be households ol different 
sizes It means that large and small hou.se- 
hoids are treated as equal since they have 
the same household income; however. 


T ABLl .) EcONOMIf GROWni AND 
Koaiivi. Inliioaiitv 


Range u( Per 
Capua GDP 
Crowih Rate 

Countnes wilh Relative 
Inequality tO or Less 

6.5 - 7 .S 

Hong Kong. Korea, .Singapore. 
Taiwan, 

40- 50 

Thailand, Indonesia. Japan 

30-40 

Austria, Italy 

2 0-30 

Spain, Pranie, Belgium. UK, 
Australia. Sn Lanka 

10-20 

f>wit/eitand. Pakistan, India. 
Malawi 

0-10 

Nepal. Bangladesh 

-10-0 

Mauntanta 


Soune World Bank (1993 31) 


Tabu 4 Gini Raiios roa HPAEs 


Countries 

1965-70 

I97t-80 

1981-90 

Japan 

0 31 

0 28 

n a 

Hong Kong 

0 49 

042 

0 39 

Korea 

0.34 

0.38 

0 33 

Singapore 

0.50 

0 45 

041 

Taiwan 

0 32 

0 36 

0 30 

Indonesia 

040 

(>4I 

0 30 

Malaysia 

0 50 

0 48 

0.42 

Thailand 

0 44 

0-37 

0.37 


Sourir These figures were read from (he graphs 
onpp 72 74 in World Bonk (1993). 
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common sense would call for ranking the 
large household as poor relative to the 
small household. Where income distribu¬ 
tion data are available only for house¬ 
holds, there is no easy way of adjusting 
the inequality measures for changing 
household size within income classes 
Ibus, one must con.sider the trends in 
income inequality based on household 
income distributions as bia.sed somewhat 
Most researchers mu.st believe that such 
a bias will be minimal and will not affect 
overall trends (e.specially if they are pro¬ 
nounced and clear-cut), otherwise, ail 
studies based on household income distri¬ 
butions must be considered rubbish 

Hono Kono 

Act oi ding to the data in I'able S the 
Gini ratio in Hong Kong has moved 
lip in 19')l compared to 1971 However, 
•IS can be seen from Table 6. them is no 
c videiK e of long-term and lasting ciiaiiges 
111 Gnu T'hcrc .uc fluctuations that appeal 
lo be mostly due to tiansitoty lactors .as 
esplaincd bt'low 

Relative to the mid sixties, there was an 
improvoniem iii the (nni ratio due lo an 
iiieiease in the real wage latc. highei labour 
lorce pailieip,itioii, and sliilt ol woikers 
lioiii ilie piimaiv and tertiaiy sceiois lo 
(Lxport-oiiciiledi manulaeiurine indu- 
siiies T’liis early phase attracted the atien- 
iion ul coiiimenlaiois like Chow and 
Papanek (I dg |} wlio tk i laicd tliat iiu oiue 
ilistnbuiion did not uorsen despite high 
etoiiomic and population gn'wih rates and 
iiiininiuin ol goveinmciit inteiventioii It 
w.is because relative prices not only cn- 
louiaged lahout miciisity in general, but 
also a heavy use of unskilled labour in 
paiticular 

By 1981, however, the Gini ratio (0 48) 
more or less leiuined to the I9(i6 level 
(049) The rise was due to the sudden 
iiiHux ol .T,SU.(XKI ictugecs, a leduetioii 
m the relative importance of niunu- 
luciuiing. significant growth ol the ser¬ 
vice sector, and a decline in the average 
household si/e Imm 4..S to ^ 9 pcisons. 

TTien there was the decline in the Gini 
ratio in 1986. attributed lo a relatively 
stable puce level, continued nsi* m the 
wage rate-for manutacturmg workers 
becau.se of the light labour market, imd 
eniigration of some ol the high income 
eainers (about 50,000 per ycai) due to 
political uncertainty about the lutuie ol 
Hong Kong. 

Tlic Oini rose in 1991. to the same level 
as in 1981. The causes behind the rise wci e 
ihe movemcni of Iabour'inten.sive manu- 
lacturing from Hong Kong to China, 
displacing low-income workers and 


dampening the wage rate. Average family 
size continuiMl to decline ffrom 5 9 persons 
in 1981 to3 3pcrsonsin 1991),and labour 
foice participation rate fell from 66 3 per 
cent in 1981 to 62 3 per cent in 1991 It 
IS also reported that there ha.s been a 
weakening ol Ihe labimr unions and viitual 
absence of collective bargaining, giving 
employers the upper hand in wage setting. 

There has been no seeulat decline tn the 
Ciini ratio tn Hong Kong over the period 
196fi-91 Ail that the evidence can add up 
to IS that there are iip.swing.s and down - 
.swings around a Gini of 0.45 

Kokca 

Ba.scd on the evidence ioi 1970 and 
1988 Ahu|a et al ( Table 5 1 conclude that 
theie IS no tmnd in the Gini for Korea In 
the intervening peiiod. however, the Gini 
ilid inemasc (in 1976 and 1980) as shown 
in Table 7. 

A relatively leeeiit account of the trends 
in Korean income distiibution is available 
in the inonogiaph bv Ix'ip/igeret al (1992 1 
The low Gini oi the sixties was due to the 
overall poveitv of the country and the 
erteel ol land ledistiibulion alter the Japa¬ 
nese oceupalion The rise of the fiini in 
lilt Ian* seveiinc' was due to excessive 
demand toi higlilv named labour lone 
iliinne the sc\ cnin*s and widening of wage 
and salai> dilleieiilials in favour of the 
highly educated While tile Gmi lor agii 
euluiral households rose only modestly 
liomO 29iii l97(MoO 33 in 1976, the Gnu 
loi urban w,ige/s.il.irs' eaineis (employee 
households) ros<* liom 0 3 to 0 36 TTie 
Gnu foi sell-eniployed and employer 
households lose lomi 0 3-5 in I970lo0 45 
in 1976 “These lesults si'cin to indicaie 
that during tlie 1970s a substantial uiban 
high income group developed, composed 
ol ptoiessionals. inunagei s. and owners ol 
capital, and that this devclopineiit re'.ultcd 
in an overall detciioiation in the income 
disiribulion’'iU‘ip/igciel.il 1992 I3-I4| 
T'he penod was also one ol extensive 
government iiiierv eniion involving among 
others the eiuouMgcment of the heavy 


and chemical industry thrust in the Korean 
development .strategy, resulting possibly 
tn increasing concentration ol wealth 
'Hie tiend ol iniome distribution m the 
eighties IS eoiitroseisial Hstiniates of the 
Gim ratios by Chung and Oh (1992) 
indicate that the Giiii declined tioni 0 39 
in 1980 to 0 34 in 1988 In Lontnist, 
however, estimates by Kiniand Aiili quoted 
in Leip/igei cl al (I992l iiulieate a iiiai- 
ginal increase in the Giiii The Guu in 
dieated lor 1985 by the Kiiii Anii esti¬ 
mates (0.41) IS rather close to the esiiitiale 
of 0 40 Ioi 1988 based on a tomprehen- 
sive surs’ey and hence it may be taken that 
iiiLonio distiibution has woisoned in the 
eighties As noted by Leip/igei cl al 
(1992 18 1 , there was the public pen*eptioii 
ol an increase in income inequality “be¬ 
cause ol skyrocketing ictuins on asset 
holdings, espeeiallv land” 

Given Ihe enormous data pniblenis in 
estimating the Giiii niiios Ic'r Korea foi 
Ihe years prior to 1988 (Appendix 2 lor 
more details), it ih simply not pcwsihic to 
eoniincni on the tiends in iiu oine iiieciual- 
ity The only tellable Gmi one has (04 
for 198K)ciin hardly s|)eakt()i .i low degree 
ol iiiconii* inequality 

rABlI 7 SJimRok.' kt'kIA 
Year I%n|‘)7() 1‘)7(i I9S0 I'ik: I'IksiWs 

SciT oTa 0 u'vi ~ 

.Set 2 I) l‘r (I Ul 1) 14 (I 

Set’. 0 17 0 IS {i40 0 V) 0 41 0 41 
Set 4 0 40 

Oiiiu II07S) .inti ( liuiig and S an kn 
SCI I, CTiiing anil Oh (pno.) Im siS 2 
and Klin and Aiih (I9S7) f«i sol I and 
Korea IIcvelopiiienl Inslituli: suoey 
K*siiIlsli)rsoi4hiilliiiu*clb\ I oip/igor 
1*1 . 1 ) (iw^i 

Imiii 6 (ilM Kaiios IIONl, Koni, 


Ycai 

196h 

1971 

|97o 

19X1 

:9X(> 

|99| 

Sc'lT 

( 14 T 

|i 44 

(>'44 " 

0 4X 



.Set 2 



0 41 

0 IS 

0 42 

'• IS 


.Soimi-i fhaiKO'Rll.T tM.in(l‘»8S. IW4i See 


also toiasaki < lOVI i ,uid Hung (19*1 li 
ioi fiinhci csiiiiiatvs ,uiil i.i)iiuikI)Is 


fABir S iNiooAiio IN K»si Asia i(iini RaiioO 


Cuunlry, Period 

Measuied 
Variable 
liuiiiiic Pei 

flint CoettKieiu 
rirsi~5V,ir ' Last 5 e.’u 

1 rend 

Hone Kong, 1971-91 

Household 

40 9 

4S 0 

< P 

Singapoie, 1971X9 

Household 

41 0 

19 0 

llovi II 

Taiwan, 19KS.9S 

lliiuschnld 

>9 0 

11 7 

tip 

Koiea, Kep III. luUl-XX 

llouscholil 

11 1 

n r. 

Nil 

Malaysia, 1971 K9 

Person 

SO 1 

IS 0 

1 lou 11 

Th-iiland. I97S-92 

Person 

42 r> 

S4 l< 

Up 

Indonesia, I970-9S 


14 9 

u : 

Nil 


yVore •• fispcndiluie per person 
.SowAhu|a cl .il (1997). p 27 
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Mai.a>sia 

Tlic flight iiu lease in the Malaysian 
Gini in (he earl) and mid-sevenlies 
(Table 8> was due to the hcnelils ol eotn- 
nuHlity booms and growing exports aeeru - 
ing to the neh rclatively nuirc than to the 
pool Modciation of inequality sime tlu’ 
mid-sevcnties was laigely due to broad- 
based and rapid eeoiioniu growth (hut 
contributed to employ inent expansion and 
a certain degreeof can lung up by the pooi 
Tliere is no evidence ol a lasting stiaiige 
III the (iini and one could su) with some 
degiee ol eonlidence that it has a teiideik. y 
to stay at aiouiul 0 SO uiih tiaiisiioiv 
changes due to the swings in expoit pnees 
and business activiiy 

Taivv \a 

I'uiwaii has nch statislieal data m gen 
eral and data on income disttibuiioii tii 
particulai The data seem to be of exem¬ 
plary qttalilv. since estimates Irom house¬ 
hold surveys and national aci outits agree 
VCI 7 well (Appendix 2) (Jini ralios for 
Taiwan are given in Tables 9A and Olt 
The suhstanlial decline in the Com iii ilie 
sixties eompaa'd to the eailier juTiod was 
attributed to land leloini and policies 
promoiing laboui-intensive iiiduslnes 

In (he penod since 1904, the Com lor 
householddis|)osabk income was no more 
than (Mt and not less than 0 2S It lell 
fiom an all tune high ol 0 t2(i in i'XiK lo 
0.277 in 19X0 and Ihen rose to 0 U in 
1997, same iis the ratio toi 19b4 l-oi the 
period 1964 74 howevei, the sample si/es 
were aTatively small iK*lwc en Z.MK) and 
5,.4(K) households) in coiilrast to the (lei lov.! 
from 1976 (when saiiiph* si/es weie iiioa- 
than KMMK) households) Gne c« iild thus 
opine dial the data may be* lelativelv iiH*re 


reliabic tnim 1976 onwards. In any case 
the relati velv more important a.spec( about 
incstme inequality in Taiwan is the* rather 
low Ciim and iioi the change in it 
Maiiiieiiaiie.e ol a low degree of income 
inequality loi over three decades in the 
context III lapid ec oiionitc growth was the 
msull ol a imnilrei of factors These can 
he discerned tiom a study by l,tiu (1993), 
lor inslunce. as lollows (As m all olhei 
income disii ihution studic.s, causal lactois 
cun only be iiileired and not directly 
piovcn ) bus* due to the land reforms ol 
tils I'itios <11x1 the subsequent thru.st to 
wards agiu ultui.il development, “the in- 
((lines (it taim households were signili 
cuiitly im|)ioved iclative to those ol non- 
laini households and the rural/iiihan or 
agricultiite/tnJiisiiy income dilterential 
was coiisideiably iiatrowed” |I.au 
199) III Seiiiiid. the governiiiuni pni- 
vided duel I iik eniives through taxes and 
cii'dil .(lul uive%l('il in intrastructuic* and 
human lesouici's, thus making I'aiv.ati 
attraclive t<> (l(iiiiesiic' and loa'igii invcs 
tors rile so.iiim: itive.stmenls ciealed 
employmeiii ii|<|i<iiiiimties and the late ol 
iinemplovmeiii •!.( lined from atouiiil 4 5 
[K'l (eiit in die lillies Ui aiound 2 pei cent 
in die mid si\ti> and lentained at siiili 
low levelsihtou"h(iut Finally. Iwcaiiseol 
Mitual lieedoin ol entiy to businesses and 
die absence <it policy biases that could 
eiicoui.ipi piu.itemoiuipolies ihcpiivatc 
s(ctor Was (hai.Kloused by small and 
medium >'i)teipiises Many instead ol a 
lew, could g-.l lo die lop Rings of Ihc 
income laddei "Moieovci, the absenc e of 
lai’ye piivate nioiiopolics or liiins with 
signiiivaiit iu,i( 1 1 i (Hiwei also implies that 
the Tent’ etimpoiienl in piofit is relutiv(.ly 
sinali wliK li III tinII inipioves the iiict'me 
distribution' |l au 199.3 13| 


Taiui '>a < iim |r ,iiiiskir liousi ihuos 


There was an increase (though modest) 
in the Gini after 1980 This was attributed 
to an increase in the difference in both 
household si/e and (he number of em¬ 
ployed mcmheis between rich and puoi 
households. The rich households had 
■datively niorc and better-educated in¬ 
come earners white pooi huu.scholds had 
iclatively fewer and less-educated income 
earners That trend was in part due to the 
ageing ot population at feeling the nch and 
p(H)r in diflercnt ways 

Farlicr it was noted that the household 
Gmi fluctuated between a minimum of 
0 2X and a maximum of 0or a range 
of 17.9 per cent In contrast to this, the 
range ot the individual Gini (computed by 
the autlioi Irom the publishcddecile shares) 
was lather nanow, Inim 0 35 to 0 36 or 
)usl 2 9 per cent The (iini to remain so 
stable for us long us two dec ades is indeed 
a Tnitacle’ 

Tiiaii.am» 

This sub-sei tion di aws upon the studies 
by Ikemoio (199i), Medlii (1996) and 
Aluipi et al (199 7) The T hai case exi’mp- 
litiev ibui lapid econoinu gniwth tk'lps 
puveity alleviation fUiiing ihc three 
decades (sixties, sevennes and eightiesi. 
Thailand achieved k insistently high av 
eiage gi(»wtli rales in ))ei capiU tJNI' 
Incidence ol absolute povcity dei lined 
Irom a high *7 |h’i leiil in l%2 lo 14 pei 
eenl in 1992 The sU’op decline was seen 
in both luial and iithaii aicas (T'ahle lOi 
The story on ineoine inequality, however. 
)S ihileiciit 

T here has been an increase m the Gini 
tliKiughouf I hi Thai ca.se illustiute* 
povcity tediic tioti going hand in hand with 
increasing iiiec|ualiiy Tins could well he 
because ol increasing cinploynient swell¬ 
ing the I auks at the lower and middle 
levels ol the income ladder alongside a 
glowing share ol the increasing pie aconi- 
mg to ihe lop lew One important issue 
tli.il has not been a'scaiched in depth is 
the reliability and comparability ot the 
income distnbiition data ovet time In¬ 
come Ilom household surveys was around 
60 lo 75 per cent ol GNP Irom 1962 U 


Iabii X (uni Ra’ics Mm wmi 


Yar 

I9(,7 

1970 

19 76 

19.'9 

19X1 

|9,S2 

19, SI 

1987 

1992 

|'ii>«: 

Set 1 

Set 2 

” '(7so " 

~o*sl~ 
(•/ so 

t) St 

0 -19 

0 |9 

0 44 

0 4/ 

(1 4’’'~ 
0 4S 

0 46 

0 48 

ll 49 


Souriex Anand (1V82) Ikenuitn (I IXVl, Slwii an I Mai /in (l')‘)()i Sci jKo Snodgrass (l‘JK0) and 
I iiihcd (l‘>X7) I'hr cstiinau s lor I'l'P .mk) i-jos m l.oin Alniia i IW7) supplied bv Ihc 
World Rank (Mali.ias laiiidhcre) in a piisaie luiiinunit iii><ii lo ihc author 


lOSMill P)(.t 1%8 1(>7() |(,;2 1914 lirh l')7« 19X1' |9X, lOSI !> i |9H4 I9X.S 19X6 19X7 19XK PCT |9<Xl IWl 1992 IW 1994 IWS 19>>6 1997 

()44-()V6'« li 0 11 029. 0 29 (129 0 2X 029 O.’X 0 :X l)2x" it'"* ’ll 29 0?9’ilKl 011? 0 lo’ 0 10 OH Oil 011 0 <2 (nT~I) 12 0 12 0.)2 

.Souii t IK.iIlAS (I9'>X) and cailiiT issii. s tor 1964 97 hoi ihi v uht si isliiiiales and discussions on Ihi* licnds see C’hoo (I99l|, Chu (l*W0, 1991), 

Ifi Kants and Kmii I')/9) liniIVKO) ku/mis i l9X(i), Kii.i R.mis and !7i:i (1981) and Mirnguclii (I9XS) For a Confueian expose, see Sun (1986) 


Iahii 9R Ciisi K Mins FOR lNlHVltaiAl<! Tmwvn 

1976 197* 197X 1979 1980 |9.XI 1982 19X1 |<1X4 l'»8S 1986 19R7 19X8 19X9 1()90 |99| I9()2 1991 1994 I99S 1996 199/ 
0161 oisso'is (I 16 (I 1S9 (Ms* 7~01S7' n 561 *0 ls'4'(nS4 0 16 0 .IS ’ (1 182 0 IS 0 .!SI 0 .IS 1 0 .IS (1182 0 .15** 0 Iba 0361 0 1S9 
Siiuiif (■|inipii',i! iiiiin p i- dicilc slian- in IKiBASil99Xi 


1032 


I'conomte and Political Weekly May I, 19W 





1981 while the percentage dropped to 
around SO from 1986 to 1992 (Appen¬ 
dix 2). If one were to thus consider the 
data for 1962-81 as one set and the data 
for 1986-92 as anodier. then the increase 
in the Gini in each period is firmly estab¬ 
lished The l992GtnioiO S4isthehighest 
in companson to the earlier years 

V 

Trends in Income Inequality: 

Singapore 

Infooality in Earnings 

Earnings (income fmm work) inequal¬ 
ity in the labour force measured by the 
Gini coelTicieiit is found to be high in 1973 
at a level ol 0 46 The degree ol inequality 
tell to an all lime low ol close to 0 4 during 
1978-81 It niseloO 46 m 1982 and hovered 
aiound 0 46 tc 0 48 since then (Tabic 11) 

Ttic explanation toi the changes in the 
(Jim coefficients ovci the two decades 
was mostly based on changes in the labour 
maikct conditions, govemnient policies 
and regulations and siiuctuial changes in 
the economy Ovei the peruxi 1973-78, 
luo tiia|i>r changes in the lahout iiiurkct 
u/cie a substantial use in the labour loice 
paiticipation tale among the females and 
u phenoinenul decline in the unmnploy 
nieiit lute. both helping to bung about a 
decline in the laboui force Gini coclli 
cieiits (lovenimeiil legulation of wages 
thiough the National Wages Council 
iNWO whith recommended wage in¬ 
crease guidelines (often involving a fixed 
Mini plus a percentage) al.sii had a inod- 
I'raiing impact on income inequality 

Rising costs of labour and competition 
fiom low wage economies eroded 
.Singapoe's comparative advantage in 
laboui intensive and low cost expoits in 
the late seventies Govemincnt then started 
to n'structuie the economy by eni ourag- 
ing the move away from labour-intensive 
and tow value added economic activities 
towards skill and technology intensive 
and high value added economic sectors. 
The restrucluniig policy basically meant 
rewarding the high fliers Tiie lahotii lorea 
Gnu jumped from 043 ri 1981 to 0 46 
in 1982 

Restructuring had an impact on inter- 
occupational and inter-cducational wage 
diifcrentials Dceupalional earnings dif¬ 
ferentials between prulessioiial and mana- 
genal woikeisand other workers fell hetore 
1980 but rose after the commencement of 
the rcstructiinng Educational earnings 
diflercntials between tertiary educated 
and all others fell belore 1980 but rose 
after lestructuring of the economy. Aftei 
1986, however, the educational caining.s 


differentials declined again, but other 
factors emerged that tended to keep the 
overall inequality unchanged at the rcla- 
lively high level Fonnstance, labourtorcc 
composition moved in favour of the .set - 
vice sector and the professional and 
managenal groups 

HoUSniOllJ iNl'OMl iNCQUAUn 

Ihc quinquennial household expendi¬ 
ture .surveys obtain detailed household 
expenditure and incomedata. The survcy,s 
provide an opportunity to check declared 
incomes against declared cxpendiluies 
Income data tioin the Singapore expen¬ 
diture surveys, however, do mil cover 
single person households In .spite of this 
limitation, the surveys am an important 
.source foi a-seertaining trends in house¬ 
hold income inequality HiecstimatedGini 
ratios tiom the household surveys are given 
in Table 12 

The evidence d(K‘S not point to any 
significant change in overall income in¬ 
equality ainonglliehouseholds It isniAahle 
that at larger liousehold si/es the Gini is 
lather low (Table 13) For instance, it is 
only (1.30 at household si/c iiiik* and 0 32 
at household si/e 10+ in 1992-93 The 
lalio IS laiher low (0 33) at housiduild si/e 
nine also However, households of st/c 
eight, nine aiul 10+ comprised only 2 I 
pci cent ol the loial households (si/e two 
and above) in 1992-93. and thus Ironi an 
overall view, the low Gini ratios at largci 
household si/es have little c'onscquetue in 
the aggregate Moieovcr, since du* average 
household ineoiiie per household member 
IS negatively lelated to Ihc household si/e. 
the latger households end up having lower 
per capita incomes and the lowei Gnu at 
the larger si/es is an indication ol all 
households being equally pool 

Edik AiioN vndIni’omi.Inioualiiy 

Major changes have taken place in the 
educational composition ot (he labour 
force Foi instance, while hall (he labour 
lorce in 1966 coinpnsed people with no 
education (oi less than primaiy level), that 
pioportioii dropped to 19 pei cent in 1989 
and 15 pci cent in 1993 .Sixni. Iheie will 
be praetK ally none in the .Singapore lahravi 
foK'e with less ihaii pnmary ediuation 
Those with a jiost-secondary education 
made up less than S per cent ol tlic labour 
lorce in I >()6 In 1989 tlic pmpoition was 
20.2 per cent and in 1993 it was 25 7 per 
cent The.se rhanges have come about as 
a result ol the sixeabic investments in 
human icsourc es Singapore has made since 
(he late sixties 

Table 14 has the Gini ratios among the 
worklorcc by level ol education A: 


Tabif 10 FnviiiiTY ANOlNBouAim Thailand 


Year 

Poverty Incidence 
(Pw Cent) 

Gini Kanos 
Household 
Income 

Total tlrtuin Rural 

From From 
Ikemoto Medbi 
1)991) (1996) 

l%2 

1%R 

197.** 

I*)KI 

19X6 

l«88 

1990 

1992 

57 38 61 

42 25 45 

33 22 37 

31 21 .35 

30 na na 

23 14 26 

19 12 21 

14 » 16 

0 41 

0 43 

0 42 0 43 

3) 44 0 45 

1) 47 0 50 

0 48 

0 50 

0 54 

Simne\ 

Ikeiiioto (1991) and Medhi (1996) 


Iahii Ii Gini ('(amncNis »<w 


hAKNINGS SlN(,An)M 

Year 


Gini 

1973 


0 46 

1974 


0 .'4 

I97S 


0 45 

1976 


0 45 

1977 


0 46 

1978 


0 43 

1979 


0 43 

19X0 


1)43 

I‘>X1 


0 43 

19X2 


1)46 

19X1 


047 

19X4 


0 47 

I9KS 


0 46 

|9X6 


0 46 

19X7 


0 46 

I9XX 


0 46 

1989 


0 47 

1990 


0 46 

1991 


0 47 

1992 


0 47 

1991 


0 4S 

1994 


0 47 

SitUKr 

Kuo (19971) 



'Iahii 12 (iiM KAiiosriiK Hoi'siiioii' 
iNdIMI .SiNI.MStKI 


1 

1 ^ 

1:;: 

1972 

73 

1977 

7K 

1982 

83 

1987 

88 

1992- 
9 3 

Gini 

ozr 

6-ii 


”774 i 

(mF 


S'.lUfd' K.'iillWb) 


Tarm 13 (liNt Ramos lov H(iiisiiiihi> Incimi 
ASH Pi R ( I NT Ol lIlHISIIKHIiS HS iilMMIIOII) 
Sl/I SINCAISJKI 

Household (ilNI Kjtifis Fei Coni ot 


Si/c 

1972 - 7 . 3 ' 

( 992-93 

Ho'jschi Ids 
1972 7'3 1992-93 

_ 

~0 4ii ' 

043 

48 

13 3 

3 

0 42 

0 38 

98 

184 

4 

0 4 S 

0 38 

13 2 

29 S 

5 

0 41 

0 40 

16 4 

22 7 

6 

1 ) 39 

0 36 

14 1 

97 

7 

0 40 

0 37 

12 7 

4 1 

8 

0 36 

0 3(1 

9 6 

1 3 

9 

0 13 

0 13 

•'6 

0 6 

l()i 

1 ) 33 

0 12 

II 8 

0 4 

All si/es 

0 41 

Oil 

IIK) 0 

l(K)() 

Stiun Rail 

1 99 (,l 
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sccondai) ami post-secondary IcvcLs the 
(iini turns out to he the highest It is 
quite low al ihe tertiary level It is most 
plausible that the iutuie labour torcc will 
have three levels ol educational quali- 
tications. secondai) post-secondary (but 
not tertiary) and tcttiaiy with the toinier 
two in large majonty Structiiiall> too. the 
economy tends to absoih moie and nioie 
people in the service seetoi w here income 
inequality tend.s to he a’latively highei 
Hducaiional expansion, therefore, may not 
guarantee an eventual leduction in income 
inequality, even though it greatly assists 
in raising the living standards and in 
improving the quality of hie 

Is It likely that the <.hildien of the less 
educated will do better in education*' As 
the data in I able I't indicate, childtcn ot 
highly educaied paieiits do much belter 
than ihe cliildren of leialisely less edu- 
caicd This could he both due to the dil- 
feiences in innate abilities ot childien as 
well as Ihe differences in their environ 
ments at home and sc hoof “('liildicn lioin 
homes wheie thcie is a good environiiieiii, 
Iheie aic books, wheie paienis speak well 
and aie good role models will be more 
likely to do well in school”, said Ihe 
principal ol a picsligious schcHil iStrait\ 
T'lmf.c, Sc'plcmbc'i 19‘M) I'lic data also 
imply that ^hildicii ot p.iicriis with tcla- 
lively lower cduculion need a lot more 
Ik'lp iiom the society ai laige lo iipuiade 
Ihcii educational achievement 

VI 

Poverty and Inequality: Retrospect 
and Prospect 

Posi Rl> Rl OI'( IION 

How ('ould Licst Asia Reduce Poveiiy ’ 
As Fields has noted, ‘‘Foi eco 

nomic growth lo liace bioad-based el- 
tcx'ls, theie must hc' mec haiiisms loi trans¬ 
mitting gains throughout llie ec onomy and 
c.-.pucially lo the pooi The single most 
important asset ol the poor is then labour 
It follows that ec oiuunic growth can leaeti 
the pcKir it It incieases the demand loi (hen 
laboui. incicasus the demand Ioi ihe piod- 


TaULI 14 1 ARUI K Forci CiIM Kmids in 1 l\(l 
Ol HdI'I ATION SlM.CMnlll 


Educational I cvel 

rmii 

K.Ui(i 

Never aiicudcd sihiuil 

o’ 

ts~ 

No I'lujittii.ilion 

(I 

t2 

Pn iiiaiy/post-pn inui) 

(1 

IS 

Secondary 

0 

41 

Post-siiondary (cxiluding diploiii.i 



and degree) 

0 

47 

Diplonij 

0 

41 

iK'grec and above 

0 

27 


.Slim I ( K,u>(iv<)6) 


acts ol their labour, or provides comple¬ 
mentary inputs with which to make then 
labour iiioie productive.’* A complemen¬ 
tary lactoi that increases the pniduclivity 
and employability ol people is education 
On this score also, east Asia has done well 
as Ihe eeoiioinics concerned have inve.stcd 
muniversal ptimaiy education aiid.stepped 
up investments m secondary and tertiary 
educ ation Thesf lorees have operated m 
the high giowth east Asia and elteciivcly 
coiitiihuu'd to .1 suhstantial rcduciion in 
povcity 

KevtMtm^ ihf Lrideiii e The evidence 
m Table 17 btines out the tact (hat econo¬ 
mies as diverse as Indonesia and Korea 
have heneliied horn rapid economic 
growth in teiiiis ol pewerty alleviation 
Considei. loi inslance. Indonesia II has 
gamed a neai l\ ihreeioUl rise in |K-rcapila 
fiNP m PPP luins m 19% lelaiive to 
1970 In IImi nine span ot two decack's, 
povei.v fell Id .1 iliiid ol ilte initial level 
Inlhc'caseol IfuilancI daiaielei lolliroe 
decades(InfO *12) dining winch lliine has 


been a fourfold nse in per capita GNP. 
Poverty rate in Thailand fell to a quarter 
ol the initial level Korea does not fit such 
a pattern, since the n.sc in percapita product 
trom 1976 lo 1984 was 1.6 times while 
the reduction in povcity was by a third 

PoVI RTS. Till- PRCXSPiriS 

For the poverty data in Table 17 (20 
obsei vutions in ail), a semi log regression 
fits well with poverty regressed on the log 
of pei capita GNP. The correlation co- 
el I iciciit IS 0 73 and the regression coeffl- 
cieiit of tiic log ol income pet head (-47 4) 
IS highly statistically significant with a 
I ratio ol 4 6 The tcgtcssion cck'llicicnt 
implies that every 1 per cent incicasc/ 
decline in fier capita GNP will 'cause’ 
about a U 5 point declinc/mcreasc m 
poverty 

Shmt-lenn Outlook Thccconi'mic cii 
SIS enveloping the region since mid-1997 
has had and will conlmuc to have signi¬ 
ficant impact on employment and income 
In 1998 the uiieniploymeni rate was 10 pei 
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I99X 
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l')F 
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SIR 
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-82 

0.S 


Null ini' si,inil<. loi till- Institute ol Developing bionomics, NRI for Nomura Kesearch Institute. 


SIR till Sakiii.! Inslilulu of Kcscanh anil .SKIC is a nrsearch arm ot tlic .Sanwa Bank 
Siuiiif Nikkci Weekly ciuotcd in Slioils /irwci .Sing.tpurc. March 4, l‘W*l 
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cent or more in the w«>rst cases, reducing 
purchasing powers ol vast numbers and 
raising poverty levels. As indicated in 
Table 18, Indonesian GNP would have 
declined by 1S.S per cent and per capita 
product by some 17 percent in 1998. The 
projected change in poverty is a rise by 
8 .S percentage points from an e.stimated 
lOpercentin 1997 to 18.S percent in 1998. 
The increase in tiu numbers of the poor 
IS close to 17 million and the total number 
of poor IS close to 40 million. The extent 
of suffering is relatively lower in Korea 
and Thailand. In 1999, the poverty rate 
continues to rise in the absence of any 
interventions aimed at poverty alleviation. 

Medium-Term Prosi>ects: Most scholars 
are optimistic about the growth prospects 
in the medium term. Poverty, however, 
will not go away soon, since in 19^9 the 
level would be higher and post-1999 
recovery to positive growth will not mean 
‘miracle' growth rdie.s of the eighties and 
early ninctie.s Governmenl.s could well be 
under prcs.sure to do more for the poor in 
the indium lenn 

Im oi'ai II y. Past Tri nos ano PaF-snsr 
Posh ION 

The best summary srfiout the past ‘trends’ 
in income inequality in the ca.st Asian 
economics is that each has a ‘normal’ Uini 
ratio that charatTen.Ncs the income dispan- 
ties typical to its economic stnictun.' and 
organisation around which annual fluc¬ 
tuations take place Thus we have the 
following summary inlormation about 
household income Ginis 


C'ountry 

‘Norma!’ 

Gini 

Hong Kong 

0 45 

Indonesia 

0.50 

Korea 

040 

Malaysia 

0.50 

Singapore 

0.40 

Taiwan 

0 30 

Thailand 

0 50 


One could discern three patterns of 
income inequality in east Asia First, there 
IS the atypical Taiwan pattern that is due 
to the explicit pursuit of an egalitarian 
policy framework Second, the othci three 
NlEs, with'Ginis of 0.4-0.45 seem to allow 
the market forces to prevail in regard to 
earnings disparities and property income 
inequalities. (The US Gini m 1992 was 
0 4, up from 0.35 in 1969, after 
Reaganomics had its lull impact.) Finally 
the third pattern is typified by Indonesia, 
Malaysia and Thailand where a relatively 
large rural sector and a growing urban 
sector co-cxist. In tlu sc economics, the 


pressures of underemployment in tlw rural 
areas and urban informal sector pull earn¬ 
ings dqwn at the lower end while develop¬ 
mental expenditures allow incomes at the 
upper end to grow relatively faster. None 
of these economies has any signiricanl 
land reform initiatives or other policies 
aimed at promoting equality. (Mention, 
however, should be m^e of the explicit 
policy in Malaysia of encouraging the 
Malay ownership of assets in order that 
ethnic inequalities are brought down. This 
and .similar policies in education and 
employment to correct the imbalances 
between the economic positions of the 
Malay. Chinese and Indian communities 
were put in place in 1970 after the lace 
nots in May 1969 ) 

iNI-yi ' Ai 11 s I’RasPEn s 

The economic ciisis ai i lli ‘ emergence 
of China as a compeiitor ioi the cast Asian 
economies would me jii that there is hound 
to be downwatd ptessures on earnings at 
possibly all levels 'I'here is thus no im¬ 
mediate prospect of a tall in the Gini ratio 
in the economies under consideration On 
the other hand, it one were to believe that 


‘winner takes all’ policies would be fol¬ 
lowed once the economies in crisis resume 
growth there could well be an increase in 
the Ginis in the medium term. 

Among the ASliAN-.3 economics one 
roust be wary ot the rather high Ginis 
(which may increase too in the medium 
term) Indone.sia's relatively high level of 
income inequality and the lack of free 
discourse on the subject must have had 
a role in the .scKio-political upheaval ot 
May 1998 (still continuing in March 1999 
at the time oi completion of this article) 
which has led to the stepping down ol 
president Socharto, credited with the title 
of ‘Bapak Pembangunan* or the father ot 
development. 

VI 

Concluding Observations 
Growth, Poviri'y and Inkjiiai iiy 

No discourse on income inequality is 
complete without a word ot two on the 
Ku/ncts inverted-l> hypothesis .Speaking 
at the Ainencan Economic A.s.s(Kiation 
meetings in 1955, Simon Ku^Ilels opined 
(based on somewhat limited evidence) that 




Amjtoix 1 .Sot lAi 

Dl-Vi UIPMI Nl INI>I( AIOKS 


Country 

Lite Expectaniy 

Infant Moitaiity Rate 

1 liider Five Moil.Tlitv 


at Birth (Years) 

(Per 1 (KX) 1.IVC Births) 

Rate (Per l.tKK) 






Live Biithsl 


I960 

1994 

1960 

1994 

1995 

Malaysia 

‘i.19 

71 2 

72 

12 

11 

Thailand 

S’ 1 

69.5 

101 

29 

T2 

Indonesia 

41 2 

6.T5 

119 

ST 

75 

Hung Kong 

62 2 

79 0 

41 

S 

6 

Taiwan 



- 


- 

Koica 

ST 0 

71 5 

K5 

10 

9 



AmNiiix 1 (Cr>iirr/) 








(t’ei ( vnt) 

Cuunliy 


Pupulalion with Access to 




.Sate Drinking Water 


.Sanitation 


I97S KO 

1990-96 


1990-96 

Malaysia 

- 


89 


96 

Thailand 

2S 


78 


94 

lndone.sia 

II 


62 


51 

Hong Kong 

99 


100 



Taiwan 

- 




- 

Korea 

66 


93 


100 



AmNlilx 1 (Cmihl) 








O'er Cent! 

Country 

Combined Ihiiiiniy, Secondary and Tertiary Gross Rnrultinem K.itiu 


I9gir 



T994 




Total 

^■emalc 

Male 

Malaysia 

S4 

62 


6.1 

61 

Thailand 

49 

51 


ST 

53 

Indonesia 

SI 

62 


59 

65 

Hong Kong 

59 



7T 

72 

Tttiwon 

- 

- 


- 

- 

Korea 

66 

K2 


78 

86 


Simrit UNDP (I9‘>7), Human Deveiapmrut kepo/l Oxford lJnivcrsil> I'less. New York 
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in the course of long-term economic 
gnswth. income inequality first increases 
and then decreases 

Commenting on the Ku^ncts hypothesis. 
Fields (IW3'12) notes that the inverted-l> 
IS generally obtained in cross-scction data 
and not in inira-counlry Lontexts “A more 
suitable generalisation on how inequalitv 
changes with economic giowth is this In 
the absence of fundamental change in a 
country, relative income iiiequaliiy lends 
to change very little" IFiclds IWt I4| 
The experience of cast Asia reviewcil liere 
IS in line with that obseivation 

One cannot agree with tlu' assertion 
about the reduction in inequality in ilie 
World Bank's Euht Asuin Minulf 'Flic 
experience ot ihe cast Asian economies, 
howcvei, IS very useful lor claiitying the 
relationships bi*tween economic growth, 
poverty and income inequality as noted 
below 

Gmwthmdahsohitriwvertv Typically, 
poverty alleviation lakes place via high 
and sustained econonm growth iK'cause 
of a nuinhi'i of piiKCsscs comptemeiitary 
to such gniwth F'irst. it per mils tliosi* who 
are skilled and semi-skilled to help them¬ 
selves via direct employment expansion 
Second Miice a hiKmi in constnieiion 
inevitably acionipanics rapid economic 
gmwih. unskilled workers hcnclit liom 
jobs tn the sectoi Third, due to Ihe secloi's 
supply-side intei-secloial linkages, iheie 
will he mdiiect employinent expansion 
Fourth, as the lelatively well lo-rlo spend 
more and more on pcisonal sci .ices, this 
t(X) helps the unskilled and semi-skilled 
to find jobs Finally, high and sustained 
growth sets a favourable ens ironnienl lot 
targeted piogrammes lor poveity allevia¬ 
tion, as govei ninent leveiuies eepand at 
a’latively high laics and as the concern loi 
the poor naturally im reuses 

Powrtx and vinhle inet/ualitv I’oveilv 
alleviation is not the same as reduction in 
mcome inequality, but it does help signiii 
cantly in reduction in visible inequalities 
Acute povertv ol the masses will iiianilesi 
as visible inec|uity -mansions next to slums, 
pec'pic scantily diessed next to the most 
dressed, vulgar parties next to starvation, 
etc It IS such visibility ol inequality that 
will decrease as absolute poverty is ri‘- 
dueed mon' and more In coiintiies w here 
there IS massive investment in public 
housing, theie will Ih* uieatei mduclioii in 
visible inequalities 

Income tnci/uuliiv F.xcept for nia|oi 
changes in income inequality brought 
about by fundamental alterations iii socio¬ 
economic oigani.satiori (land R'forms. Inn 
Its on wage differentials, lesirainls on 
capital gams, eic). the degiee ot income 


inequality will he relatively stable with 
numemus transitory changc.s It should 
also he noted that reduction in absolute 
poverty is not the same thing as reduction 
in income inequality. 

I.OWI-R Ini oMi lNhQiiAi.inr sNo Gkowtii 

More* rec eiU a-search (four decades aflei 
Ku/neis) is not just about the impact ot 
economic giowth on income inequality 
It is about (he impact of inequality on 
gmwth I’eissoii andTabcllini (I‘W4). for 
in.staiKc. aigiie ih.it inequality may be 
h.irmrul to giowth Their cross-country 
study titicls a sinmg negative relationship 
iH'tween me omc inequality and economic 


growth. It is .suggested that in less equal 
societies, concerns about social and 
political conflict are more likely to lead 
to government policies that cramp growth 
One can go on debating, with no end 
m sight, the validity or otherwise of cross¬ 
country regressions and the direction of 
causation (growth to inequality or inequal¬ 
ity to growth). Those areas of research 
must he pursued tui doubt, (hopefully with 
better and relatively more comparable data 
sets) hut with one conviction in mind that 
lower inequality and economic growth ts 
development anil not |ust economic 
growth The parallels ate education, health 
and Ircedom They should help rai.se the 


'IaIiII a I IlMPARIVm III Kill .Sl'KVI-V I)\r» \NI> t'SIIMXIIS IKOM Naiionai Accoiinis 


Inioinc < .ilcpoiv 

bslimate lioiii (hr 

F.s(iniates Irom 

Survey Estiniaius to 


KDt .Suivrv 

Nalional Aiiotiiils 

National Accounts Evtiiiiatc 


lUn Won) 

(Bn Won) 

Ratio (Per Cent) 

)S.t)!cs .mil sal.lllt^ 

44,692 

S8.I97 

84 0 

(■.nliepruiieuri.il iikoiik' IS 028 

81,762 

110 8 

PiopeOs inLiiins 

S6)2 

6,818 

89 1 

liaiistii iiiimiH 

4,1S8 

11.646 

8S7 

Total peison.il iiumiie 

89,478 

1 02,928 

86 9 

CiNP .11 Ml.ll Si I Plhi 

- 

1 8).871 

68 I* 


Niilf * IVtsiin.il III iiiiH. Ill GNI* r.itio 

Siiiiii I- Ilf All'll ./mil I.t'ip/igci cl ill (iinil CiNP limn A1>U 


Iabii II SiM.AiHiKi llonsiiioi i> H\n Niiiii.iit .Sicvivs 
iuni mVI 71 IW 7X I'IS.’ l‘)K7-RX l')‘)2 'H 


Avur,ige iiiinitMi household incoiiK (SSl Iroiii IIES 

S9I 

106(1 

2029 

2218 

8829 

A\rr.i('s iiiiuw lii.l.l si/e 

6-8 

S7 

S I 

4 4 

4? 

Moiilhiv inLOine |m prison (SSi Iroin IIP.S 

94 

187 

l‘>8 

S()8 

912 

Smiiial ini.oim pci |Hison iSSi lioiii IIES 

1128 

2?.l4 

.1776 

6086 

109-44 

GNP per ca|’ii,i iSSi ,ivri>vgr lor two years* 

4I6S 

7IS6 

18664 

I64SS 

2729 8 

(II S peiMin.ll MU oiiK' to GNP |ici rapila ratio i per cent) 

27 1 

81 4 

8S() 

86 7 

40 1 

Averai'c intiiiilils household cxprndltilie (.SSl lioin HES S42 

908 

ISM 

IS4K 

808.1 

Average hou a IkiIiI .i/i 

6 8 

S7 

S 1 

44 

4 ? 

Monlhly t k|hii,IiMiii |h‘i (leison (SS) Iroiii (IhS 

86 

1S9 

296 

8SI 

722 

Vniiiial ex|Kii>hliiii |h.i person (S$) lioni HES 

1082 

1908 

8SS2 

4212 

8664 

TriVaiii umsuin}Miv)ii pn capita (vSS) from lulional 
ai counts, avii in. im two years* 

2624 

41 19 

6298 

78().S 

I2)KS 

HES puisoii.il e\|uiuiitua' to nalioii.il .u counts 
privjle 1 on,iitii|i'ioii ratio (per cent) 

89 8 

-16 0 

S6 1 

.S4 0 

•»l I 

NaIIONAI IniOMI AdlICNIS 






Seat 

(.NP 

Privale C'onsuinplioii 

Populaiion 

Per Capita 

Per Capua 


iS mn) 

($ iiinl 

($ mil) 

GNP(S8 

C'onsumpiiun ($) 

1972 

hHS 

SOM 

' *2~si2 

8780 

28“56 

197 8 

9>)S 1 

6840 

2 198 

455) 

2891 

19 77 

IS/X2 

9269 

2 82S 

6788 

8987 

1978 

M70X 

10149 

2 854 

7528 

4311 

1982 

81; 7|. 

IS288 

2 472 

12854 

6182 

198 8 

86Sf,l 

16202 

2 S26 

14474 

6414 

1987 

-• ’207 

20249 

2 7.S8 

15.308 

7342 

1988 

19X62 

284 IS 

2 8 82 

17607 

8268 

1992 

82876 

36186 

8 178 

25921 

M46.5 

;9<M 

9 811(1 

42()S6 

8 259 

28665 

12905 


Null- OH poimliitioii f\iimale\ For 1181. I')X7 and 1UX8. nfficul siatistics provide only a’sidcnt 
pnpiiUiion usiiiiiutcs In I*»82, total populaiion (TP) was 1 04S times Ihe lesidenl population 
(KP) I m i‘)</2 and 1918, foMi esliiiiatcs u( GNP and GNP per capita given in the Yearbook 
oi.SiiiiniK V tlic ilcnved TP estimates were I 178 and 8 2^9 niiUion respectively and are I 128 
tunes and I I U limes the RP totals of 2 818 and 2 874 imllion The otticial RP eMiinatev tor 
tihl, l■l87 .uid 1988 (2 406 2 .SS4 and 2 S98 million) were raised hv t.ictnr!s of I 08, I 08 and 
I 09 to ohiaiii the estimates of TP 
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rates of economic growth. They may not, 
in some instances. They orv cfevelopment, 
neveitheless. 

Aprendix 2. Non, on Income 
D iSTRiBiTiON Data 

In this appendix, an attempt is made to 
provide some rough and ready indication 
of the accuracy of data from the household 
income and expenditure surveys (which 
are the usual source.s of data lor the study 
of income inequality), based on a com- 
panson of the total income enumetated in 
the surveys and income aggregates csti' 
mated in the national income accounts. 
Indonesia and Malaysia are nut covered 
in this appendix because ip the case ol the 
former there are no data on income dis¬ 
tribution and in the case ot the latici, the 
relevant hou.schold .survey reports lor the 
relatively recent years aie not available in 
the public domain 

Korea 

As noted bv most researchers on Korean 
income distribution and recently by 
I/:ip/igei et -il 119‘)2 I8J "there aic some 
setioiis problems with the underlying data 
base" The fad that government surveys 
coveied city and lanii hou.seholds sepa- 
I ately is not aproblem in itself The piohleni 
IS that tlic city surveys from inception 
(190?) until 1977 excluded all households 
on public assistance (that is. those con¬ 
sidered to he in the lou income group) and 
those with incomes above a certain level 
Researchers using the data for 19(>?-77 
Had lo estimate the income ot the excluded 
groups* the very ptxir and the nch The 
common approach was to estimate the 
incomes of the nch from tax data This 
poses two problems, namely, the accuiacy 
ol income declared to tax authorities and 
convertingtlu' individual incomes tepoited 
111 the tax data to household income esti¬ 
mates 

Starting from 19X0, the poor and the nch 
were covered in the niral and urban sur¬ 
veys. However, the urban surveys did not 
include income, data for the self-employed 
and employei households, lelying instead 
on expenditure data to estimate income 
(Very .strong a.vsumplions are needed to 
estimate income I rum expenditure ) In 
addition, the rural survey did not include 
the iion-.igncultural households The.se 
exclusions mean that .some 4() pei cent of 
the households have been left out. 

Ihc Korea Development Institute con¬ 
ducted the first national level survey on 
household income and wealth for I9XK, 
though the sample size is smaller than that 
of the government surveys The total 
income estimated from tiic KDI survey 


was 68 per cent of GNP (Table A) and 
some 87 per cent of the personal income 
derived from national accounts, a cover¬ 
age that is high and speaks well of the 
quality ol the KDI survey. The Gini for 
1988 from the KDI survey was found to 
be 0.40 against the estimate of 0.34 given 
by the Economic Planning Board based 
on the government survey. 

The data in Table A suggest that house¬ 
hold surveys tend to underestimate w^gc 
income and overestimate cntrcprencunal 
income since the lattcrincludcs some wage 
income as well. Survey respondents seem 
to understate the ti ansfers. Also, one could 
say that national accounts tend to impute 


alt sorts of indirect transfers (educidionai 
and health services, for instance) while 
hou.sehold typically count only the diiect 
cash transfcis 

Singapore 

Dataloi Singapore aie from twosource.s; 
the live-yearly household expenditure 
surveys (HES) and the annual labourfcvce 
surveys The former u.ses a comprehensive 
income concept (including not only en- 
ticprencunal income hut also all types ot 
property incomes - rents, dividends and 
intcrc.st receipts) while the latter reters to 
income Irom ail types ol work, which thus 
excludes property income I'able B indi- 


TaUII C I MWaS iNCUMf DiSXKIBIiIKIN DaFA .SaMPUNO H'RA(*IUINS/Sre,S AMI EslIMAmi 

Iniuiiauii iNiiins 


Survey Years 

Sampling hiaotion (Per t'cni) 

Numlier ol Households in Sample 

l9ti4-70. once in two vears 

0 l.t -0 16 

2 797 to 4,1 to 

1972-74. annual 

0 IS 

4,916 lo S,?4t 

1976-77 imnual 

0 to 

10,190 lo 10,821 

I978-S3, annu.il 

0 40 

11.480 lo 1(1,417 

I9S4-94. annual 

0 <9 in 1984 and 0 29 in 1994 

16 414 fiKcd 

I99S 

0 26 

11 706 

1996 and 1997 

0 22 and 0 21 

n.iXHi lixed 


Smote IKiBAS Rrport on ihc Survey ot Paniilv tniome .mil F.spendiluic in taiwan Area of 
Kepuhlit III ('hina. IW7 


Tabu I) Si'PUtiok An iirai'v(» Taiwan MiicmhuloSiirvi vs, lOSV % 


leal ItousehuUl 

Survey 

Household 

Household 

Coinpenvniion F.inployec 

Employee 

Ini Dine 

Income as 

Inc (line 

Income- 

of Employ 

Income of 

Income 

lioni 

Per Ccnl 

linin 

Survey - 

ees l(om 

Households 

Survey - 

Survi-v 

of GNP at 

National 

Naiional 

Survey 

as K-i 

National 

(NT i UK) 

Maikei 

Accounts 

Accounts 

(NTi 100 

Noliimal 

Accounis 

mill 

Pnees 

(NTS lOt) 

Ratio 

mn) 

Aciounls 

Ratio 


(IVrCeni) nin) (Pcrrcntl (NTt> l(X) (I'crCenu 


nun 


1989 

27121 

67.1 

12827 

82 6 

162X1 

20248 

SO 1 

1990 

1IS42 

7' .X 

.16187 

86 7 

19070 

22718 

819 

1991 

167()S 

74.x 

40990 

89 s 

22140 

2X422 

87 1 

1992 

411X6 

76 0 

4SX91 

90 7 

2X126 

28612 

88 X 

1991 

47929 

80 1 

49982 

9.S 9 

28427 

11189 

91 1 

1994 

S281I 

81 9 

X.X284 

9X6 

1t)8(Hj 

11928 

90 8 

I99S 

X8977 

84 7 

60«I10 

4<) 8 

1269 7 

16749 

89 0 

1996 

6209S 

82 1 

66114 

91 9 

14219 

19477 

86 7 


Tabu n tConItnuetIt 


Year Enlrepie 

l-nlie- 

Survey 

Pioperty lYopcily 

Survey 

1 lansler 

*1 ransfer 

Suryev 


neuiial pieneunal 

Entrep 

Income 

Ini'oinr 

Prop Inc 

Income 

Iniomt 

Tran Inc 


Income 

Inionie 

Incnmc- lo 

(ruin 

from 

to N<it 

tioin 

Irom 

to Nal 


from 

from 

Nat Aci 

Survey 

Na. Acc 

Act* 

Survey 

Nal 

Ati 


.Survey 

National 

Enirep 

(NTS 

(NTX 

Prop Inc 

(NIX 

All* 

frail tne 


(N7$ 

Ai coiinls 

IncniiH- 

l(K) mn) 

KK) iiml 

Rnlio 

KX) mn) 

(NTS 

Kati > 


100 mn) 

(NTS 

Kalio 



(Pei Cent) 


too mni (Per Cent) 



lUO mil) 

(Per Ccnl) 







1989 

.X7t1 

4X82 

I2.X 1 

1.XX6 

X6X7 

62 9 

I.X8I 

2140 

67 6 

1990 

640/ 

XX26 

116(1 

41X6 

XX69 

7S2 

1877 

2XS4 

71 X 

1991 

7198 

6108 

1178 

X106 

6287 

81 2 

2261 

1171 

71 1 

1992 

7771 

66X1 

1168 

X848 

7(8)6 

82 8 

24] I 

1262 

7^ *> 

199.1 

8709 

748.) 

1164 

6978 

7918 

87 9 

1K1X 

1172 

111 1 

1994 

9.X47 

7910 

120 7 

80X7 

9169 

86(1 

4427 

40/7 

108 6 

199.x 

10480 

8891' 

1178 

8870 

10142 

KX X 

()910 

4‘>4X 

140 1 

1996 

11040 

I0I9I 

108 1 

96X6 

1084S 

89 0 

7160 

S6()I 

127 8 

Source 

Based on d.lla in IX'iBAS (1998) and OGBAS^l (1998) 
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cates the degree of coverage of income 
and expenditure in the household income 
and expenditure surveys relative to the 
national income accounts It is clear that 
no more than 41) percent of UNPiscovered 
in the income of HES while as much as 
71) per cent ol the pnvatc consumption 
expenditure is accounted tor 'flic coverage 
of the labour force surveys was even more 
inadequate For instance, in 1survey 
income was only per coni of GNP 

Taiwan 

Statistics on personal income distnhu- 
lion have been collected since 1964 The 
data were based on a sample survey of 
household income and expenditua* con¬ 
ducted by the dias.toi general oi budget, 
accounting and statistics (DGBAS) The 
latest of such surveys was tor the year 
19<)7 The sampling fraction and sample 
size for each of the survey*, are given in 
Table C Uiie could o|iinc that the sample 
sizes up until the 1976 survey were rallici 
small and hence the lalei data may be 
relatively moa* reliable 

Tlic income »oncepi is comprehensive 
and covered conipuns.ition of employees, 
cnlieptericutial income, pioperty income 

Tabu It Iaiwan In. umi Dimrihi ii'<s Dvia 
■ CiNi Kmkis kik HrNM iiixiis Kanki i* hi 
P hR Hoiisuhn o Ini our iCtM-l) anu Pi k li kvin 
IncOMI ((rlNI-3) 


Year 

Gini-I (Pei 
Household 
Income) 

tiini 2 
(Pi r Person 
liiconu*) 

G2-C.I 
Difference 
(Pei t'emi 

1968 

0 )) 

0 16 

9 1 

1970 

0 29 

0 V2 

10 1 

1972 

0 29 

0.12 

10 1 

1974 

0 29 

0 )2 

10 1 

l*)76 

0 28 

0 U 

10 7 

1978 

0 29 

0 11 

69 

1980 

0 28 

0 1 

7 1 

1982 

0 28 

0 1) 

10 7 

198) 

0 29 

0 11 

6 9 

1984 

0 29 

0 11 

69 

19SS 

0 29 

0 12 

1(1 1 


Nuie Gini -2 IS not avjit.ibli' in the mure recent 


reports ol IK'iBAS 
Sounr DGBASdVilS) 


(interests, dividends, land rents and roy¬ 
alties and other rents), imputed net rent 
from owner occupied houses, unrequited 
current transfers ot income and unrequited 
current tiansicr payments (direct taxes, 
social security contributions, private pen¬ 
sion contributions and current transfer 
payments to private non-profit institu¬ 
tions) 

Given the comprehensiveness of the 
income concept, one should expect the 
estimated mconu* from the surveys to 
compaa* luvourahly with estimated in- 
ainic I aim national accounts The degree 
ol agreement indicated in Table D, how¬ 
ever. appeals on the high side, especially 
in reUtion to the experience ol most 
developing countnes Consider, for in¬ 
stance, thi’ survey esttmates of income 
compared to the estimates from national 
accounts. The agieeinent is to a tunc oi 
90 per cent in most of the recent years 
What IS more, it has increased over time 
It would also seem that the survey esF- 
mates fot cnirepi eiieurial income and trans ■ 
fer income weie on the high side compared 
to the e.stinintes lioin national accounts 

Taiwan data aic rich even in terms of 
the piibhslK'd tabulations [.sec, tor instance, 
IXiBA.S I99X| 1 hey permit, thcrcloa*. a 
greater than usual understanding of the 
income distiibutioii data i.s.sues. Cons'der 
the pi'ieiiiiial ptoblem that arises when 
household income distnbution data an.' 
not ad|uslcd lor changing household si/c 
by household income class. Taiwan data 
in Table E c learly indicate that one cannot 
easily make out tlk* Gini lor households 
ranked h> pei person income from the 
Gun tor households ranked by hou.schold 
meotiie. despite the tact that the two aie 
highly cciielatcd (with an "r” of 0.94K) 
Die data in I'alile F show that the differ¬ 
ence between tlie two Ginis vanes from 
7 to to pci cent and it has no clear trend 

Thailand 

For the .study ol trends in poverty and 
income inequality, data arc available for 
the period 1962-6^ through 1994. ITic 


National Statistical Office (NSO) of 
Thailand earned out the first national 
household expenditure survey for 1962-63. 
Comparable surveys known as the socio¬ 
economic surveys were carried out in 
1968-69. 1975-76. 1981 and 1986. Sub¬ 
sequently, to assiiit the monitoring of the 
poverty situation in the country, the Thai 
government decided thatNSOshouldcany 
out scKio-economic surveys once every 
two years The most recent survey for 
which data are available was for the year 
1994 

The objective of the socio-economic 
surveys is to collect information on house¬ 
hold income and con.sumption expendi¬ 
ture, changes in assets and liabilities, 
housing characteristics, ownership of some 
durable goods and other socio-economic 
characteristic. 

The household income concept is com¬ 
prehensive and includes wages and sala¬ 
ries, tips, bonuses, etc: net piofits from 
iarniing and non-farm activity; property 
incomes (rent, interc.st and dividends); 
current transfers received such as a.ssi.s- 
tame payments. pen.sions. scholarships 
and grants, income in kind (value of goods 
and services received as pait of pay or 
received free from other-sources and value 
of hoiiio-pnHluccd and consumed prikl- 
ucts and scivices including rentai value 
ol ownci occupied housing), and other 
monetary receipts such as insurance pro¬ 
ceeds, loltciy earnings and other windfall 
receipts. 

In the most recent survey (1994). a 
stratified two stage sampling scheme was 
adopted. Data were collected by direct 
interviews and the information was re¬ 
corded directly on the questionnaires. The 
1994 survey wasconductcdovcr the penixi 
February 1994 to January 1995. 

The comparison of the total income 
c.stimafcs from the surveys and national 
accounts is given in Table F. While the 
data coverage in recent years has not 
improved, the extent of coverage in Thai- 
lanil IS better than the extent of coverage 
in Singapore, though neither country can 
.surpass Taiwan in this regard. 

(This IS the third m the senes of papers on the 
cast Asian economies The earlier two were 'East 
Asian Economies Growth within an Inlrma- 
tional C'onlext', Ftbruary 7. 1998, p 291 and 
'Eiisi Asian bronomies The Cnsis of 1997-98', 
June 6. 1998, p 1V97 The next es.say will deal 
with trends in saving and mveslment ] 
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A Nation Searchmg for a Narrative 
in Times of Globalisation 

Ncera Chandhoke 

A.s India's position in the world has receded, Indians are seeing other countries oj Asia, and increasingly 
China, out\tiip their <otintr\, as Indian S(n ictx n mired in laste and religious wars, as the state has to 
devote mote and more of its energy to the,\e t asc't as well as to ca,^ where people demand self-determination, 
as integration into the world mat Led through glohalisation undersioies India's underdevelopment and 
powerle,ssness in the global arena, the response of large sections of the Indian middle cla,ss has taken the 
form of aggressive intolerance. This intoleiam i that puts the blame on readily identifiable scapegoats - 
the religious minorities for instance - provide t feiiile groundfor the seeds of t ominiinali.sm and majoritanantsm 
The net result is that the nation has been narrated in a new model - that of majoritarianism that .serx-es 


to exclude rather than iiii hide, m 
sections of its own inhabitants 

As Ihc gtuosoinc an I scanng imam's ol 
Christian inissuiiiaiios hciii): burnt alive 
and chiinlu's being set tui fiie cl(.h them 
.selves on tiui oollei tive const lousness. 
with itieir irrctutablc lonnalion to the 
earlici juiiii'tiis of biiilal ilcstiuction di¬ 
rected at the Muslim loinniiiniiv. can we 
us (Ui/cns ot tins ileniocratn rcpiihlit 
dodge the haul question us to how did we 
get here ‘ 

iMRODtrilON 

THE proposition that middle age bungs 
with It piofound lassitude, dispintediiess, 
und pcihap.s lesignation may K' a truism, 
but It IS not b> that luet necessarily ren¬ 
dered untrue Because litc undeniably does 
seem to be so much more messier when 
the nation and its inhabitants ant ve at niid- 
agc. For one, the di//ying eupliona ot 
youth that the piesent and the luttiie can 
be managed, il not oidered, and guided, 
if not uintiolled, dec lines inloa generalised 
and crippling lack ot lonfidence that 
pethaps It lannot be ,so. liven more dis¬ 
turbing IS the accompanying tccognilion 
thit peihaps we may never he able to 
contnil the future, that |X'rliaps uc have 
nevei been able to do so despite all the 
massise conceits ol youth 'lliis seems to 
be particularly true of India and Indians 
as our country pioceeds beyond middle 
age l(X) - and here the imagination tlopn- 
dcis For no one seems to know w hcic we 
aie going, though there is still some 
measure of leasonable certainty that we 
know wheiv wc have come Irom, and 
perhaps where we am right n(<w 
Contrast this to the heady optimism that 
pervaded the country in roughly the 15 
years tollowing independent e. Bolstered 
and buoyed by mcim'rics ot the impies- 
sive victiiiy that the nationalist, anti-co- 
lonial movement had won against colo¬ 
nialism. we had fell tli t the future how- 


rKinalise lather than integrate, and 

s(wei wi asked in unccrtaimty the piesent 
niav h.o e lx- 'ii w.is ours Today foi most 
III us even the piesent inaiked as it is by 
loss oi conn ol ON ei political and economic 
agendas as Inilia lapidly globalises, docs 
not seem to bo i mis For globalisation has 
pul a ncal t'ld pioclaimed a grand tinalc 
as It were, to .ill oui convictions that the 
couiitrv IS in ixntiol oi its own de.sliny, 
and that the iMi .itivc ol the nation isscll- 
leteieniial inaMiiuch as it draws its sus- 
iciiaiKe lioiii internal interactions .itid 
debates 

Now a gieai iK al of theoietical energy 
has been i xpendeil in explaining concep¬ 
tualising and describing globalisation 
Western iheoiists tell us that the process 
has intensitied global interconnectedness, 
so events in one pait ot the wotid - thi- 
eollapse of sim k markets lot instance 
siinuilaneiHislv ilb'ct othei parts ol the 
world Oavid ll.nvey in an evocative lor- 
nuilaiion dev nbes the priK’css ol simul¬ 
taneity as 'lime space compression’ * For 
us III tlic posli olomal world, however, this 
ioimulation cuiiiot be but mcompicic and 
inadequate inasiiuicli as it tails to laplutc 
the phenomenon ol {xiwcr that occupies 
the coic of globalisulinn Indeed, as the 
west imposes iis own ideas ol how oui 
scKiety. cultuu's economy, and politics 
should he aii.mged on us. nuisl of the 
poMcoloiiial w.old has experienced 
glohali.saiii'ii a\ t ohmal airogance and 
violeiu'r As tin c part of the world is being 
hammeied iiiii, diape to meet the need.s 
ot the global ecixiomy once again, as we 
a*c being lold huw- to think and what to 
think once again, relatively sell sutficicnt 
societies have been piised open to leceivc 
new commands on how tocomnori them¬ 
selves The dreams we once dreamt of on 
out lespectivc pillows that India would he 
in lime a self-ieliant and scif-sulficient 
nation here I speak ol the Nehruviati v ision 


keep out rather than embody large 

have been perhaps irremediably riip- 
turc'd And the narrative ol the nation that 
was lovingly and careiuliv built through 
and III the struggle against colonialism, 
and that constituted much ol the imme 
diate post-colonial generation - my gen¬ 
eration - appears to be on tlic margins ot 
obsolescence 

What IS pi-rliaps odd is that al Ilii- very 
time that (iic nation has been opened up 
to inteinational messaging, we see the 
eiupticm ot culluial nationalism in adis- 
luihing mode Al Ihc very time as we are 
being constituted by the inicirmalional 
revolution as citueiks ol what McLuhan 
calls the ‘global village , we arc seeking 
to recover our 'autheiiticitv a.s the inheri- 
tois ot some honu tide meaning system 
on w hat it means to lie Indian On .seccnid 
glance, however, tins contradiction is 
perhaps endemic to the process ot 
globalisation l-ot even as the piocess has 
rupuia'd the s>'lj.releicntial nariative ol 
ttie nation, these mptuies have bred itieir 
own retlexes and ttaiectoiies in the io'm 
ot defensive and reactive toimulations .in 
what the Indian nation is about. Indeed the 
.‘loiiy ol globalisation tests in the fact that 
at the very time it .seeks to pound the woild 
intv) a single consciousness through the 
intormational revolution, this very revolu¬ 
tion has hied and fostered several un¬ 
palatable definitioas of cultural exclusivity. 

This may possibly be natural to the 
humanconcliiion, inasniuchashuman beings 
constantly hunt foi assurances Thereloic, 
the construction ol a world that promises 
open-ended possibilities, a woild that 
assures multiple definitions ot who we 
arc, can also nurture deep and profound 
unccrtainity and confusion a.s to who we 
really arc Overset by doubt and hesita¬ 
tions people lend to search funously tor 
detinite leferrals ul identity that will fix 
who they are lor thcmsel vesand tor others. 
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In other woi4^^ are disposed to chase 
unendingly for ‘referrals’, at the very 
moment that we are told that identities arc 
not only plural but that they are fluid And 
more often than not. these ‘referrals’ 
happen to he that ol a unified, homo¬ 
genised (albeit constructed) nationalism - 
a nationalism that pledges certainty The 
problem is that the que.si for certainty 
amidst flux has bred undesirable and 
tinviable lormuiations of cultural nation¬ 
alism. a nationalism defined on the axis 
of the majority religion, and a nationalism, 
recollect, that had been ruled out by the 
leaders of the freedom movement in India 
RecolKct also that the leadership at inde¬ 
pendence had sought to bind people in 
sentiments ol bcloiigiiig that accrue 
through CIVIC nationalism based on citizen¬ 
ship rights, democracy, and equality. 
Today formulations on cultural or organic 
nationalism seek to overturn all such 
notions and practices 

Unquestionably, some of these formula¬ 
tions give us cause for woiry For a 
generalised musculai aggressiveness on 
what it means to be Indian has re.sulted in 
belligerent and vicious attacks on cultural 
and religious niinotilies. aggicssivencss 
against Pakist.in, and institutionalised a 
gcncialksed atmospheic ol intolerance in 
the body politic Notions of a culturally 
pure nation are leading the nation 1 ar away 
from the manner in which it wasonginally 
narratc'd by the lelt libera! leadership in 
India In the process we - and I speak of 
left hbc'iats - seem to have lost contiol 
over histoticallv consiiluled and handed 
down nanatives ol the nation, because 
they have been hijackcxl by Innges ol 
lightwing elements 

Now we can respond to this debilitating 
loss ol conliol m two ways One, over¬ 
come by a general sense of tatiguc we can 
say, as many postmtxicTmsts are saying, 
that there is nothing tbai can be done, that 
dreamsol political intci vention in ihc polity 
are both futile as well as illusive .Such 
interventions wc can argue in a post modem 
mood inevitably degenerate into Matus- 
quoi.sm and the consolidation of powei in 
time. We’ can in other words shrug our 
shoulders and renounce all responsibility 
tor sorting out this mess. 

On the other hand, arguably messincss 
can occasionally prove to he creative 
Perhaps this. I suggest, is the time to 
narrate the nation in a new mode; a mode 
that will perchance rover the flanks ol the 
narrative ol nationalism that most of us 
inhented as nur patrimony It is also 
conceivably time to explore the structural 
inadequacies in the way in w hich the nation 
has been in Benedict Anderson's admit¬ 


tedly overused but nevertheless useful 
formulation imagined’, or least by some 
sections of the hodv politic. In tact, an 
engagement with received narratives of 
nationalism may he profoundly construc¬ 
tive For it IS only through this process, 
that wc can shift horn being (onsuniers 
ol received narratives, to being/mM/irter.i 
of a shared narrative of the nation 
This nairativc in order to prove viable 
and relevant lot out needs ■ - that of a multi - 
cultural, multi-rcligious and multi-cthnic 
.society - should possess in the main one 
property It should ol couisc po.sscss the 
potential to address the problems of the 
here and now, as well the capacity to take 
on undc.sirable iotniulations on the nation 
But more importantly, ii should be able 
to lasliion the nalK'ii in .idemocratic mode 
For there happens i . he no cjithiy reason 
why stKictics that .r, lu low aids deiiKx;- 
racy shoulil speak i. .c. 'Mgc.s ol national¬ 
ism that are fouiul'-d on iiitoletaiiLC. chau¬ 
vinism, and Iascisn< Sik h languages, we 
need to rceognisi. neutialise. and even 
betray democracy In other words, if our 
society has to Itillil its own promise ol 
deiniK'racy, our mo niiives of the nation 
haw to hr demon niu . There is no othn 
choice, tor no healthy society that also 
happens to lay claim to being a great 
civilisation can lise with schizophrenia 
loday, however, out .society is fast 
appioaching the veige of schizophrenia, 
liecause wc pitKlaitn ourioiiimitinent to 
demiH'racy at the veiy time discourses ol 
fascism have made their appearance on the 
political stage But there is no way that 
wc can live with democracy as a constitu¬ 
ent political principle, and lascism as the 
constituent national pi incipie. The two are 
lundanientally incompatible, and altcmpl.s 
to commensurate such iiicoinpatihle ptm- 
ciplcs arc not only politically and morally 
flawed, they are frankly dislK>ne.st If wc 
adopt denuKracy .is the founding piin- 
ciple ol the body politic we will have to 
.sub.scnbc to a democratic nation, it we 
adopt iascisin, we abdicate all pretensions 
to deinociacy And whetlicr we want to 
give up demociacy as the organising 
principle of the body politic is .something 
wc need to ui^cntly reflect on For this 
will inevitably happen it we continue to 
watch silently the untamed communali- 
siiiinn of our society And silence I may 
remind the audience, signifies acquies¬ 
cence We really have no opiion except 
to intervene iiniiK'diately m this matter. 
Tlic nation has to be re-narrated in a 
democratii mode in order to lecover the 
nation lor the people ol India It has to 
be re-narraled in a democratic mode to 
retrieve it Ironi lascist, nghi wing elements 
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that parade intolerance, violence against 
minorities, and frank criminality, as pa¬ 
triotism 

1 

The Nation Ke-lmagined 

In a jirel atory point lU an lie ai gued that 
a nation cannot he (thiough debates and 
contestations I iianrated ot imagined’ as 
Anderson would have it. once and loi all, 
and left to tend lot itself For the social 
conditions in which this iiaiialivc is 
received - the conditions ot reception il 
we will - inevitably change over lime 
rheieloie. unless the nanntive constantly 
adjusts to changed conditions and altered 
a.spiraiions, it will he quickly rendered 
incongruous and inelevurii. In other 
words, the nation needs to be constantly 
rc-negotiatcd to suit the needs of the 
present Ii such le-negotiatiun diKs not 
occur through the adoption ol tresh and 
apptopnale techniciues nl repieseniation, 
the nairative will fail to spail oil collec¬ 
tive imaginations ol belonging and oi 
connectedness And once this happens 
nationalism as the naitalive oi the nation 
IS itscll tendered archaic In short, at 
historically signilicant moments ol its 
political biography, anv nation will he 
coinjKdled to Nnh re-iniagine as well as 
re-nanrate itselt to Us inhabitants and tor 
Us inhabitanis 

Now arguably such historically signiti- 
cant iiiomciitscun aiisc' in at least lour and 
possibly mote situations Tlie Inst such 
situation wilt logically anse when nu'ino- 
ncsol the nioincnt in which the nation was 
originally imagiiu'd - iii the Indian case 
during the tieedom sliiigglc - begin to 
lade Imm people's minds and iccollection 
Tlicielorc, il the nation has to continue to 
inhabit the psyches of its people, i oiilmuc 
to he III Renan's famous w'oiits, a“?4 hout 
plebiscite’'. It will need to adopt new 
techniques of rcptescniution These tech¬ 
niques ol repre.scniation may be culled out 
ol many sources - mcinotics, mythologies, 
songs. Iitcratuie. and films What is 
iinporlant is thal they collectively impart 
'signiticancc to what it means to he Indian, 
ano they hainess collective cMiiotional 
enc’igies in the project oi the nation 
'I'hcTelore, they have to he fashioned anew 
at such hi.sloiically significant moments 
.simply III order to perlonn the task that 
has been assigned to them 

lionicaily, the origins ot the second 
niomeiit that compels ic-nairalion ol the 
nation usually emanate out ol ihcoiipiiuil 
act ol itnagining Ihe nation Foi the act 
ot imagining a nation in a phiial socieiv, 
iiR'viiablv geiK'iales iiiuliqile imaginations 
ol muhiple nations We in India arc surely 
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raiiiihar with this phenomenon. Rcuighivat 
the .same moment that the Indian nation 
took sha|H- througli and in the anti-eolo 
nial struggle, scetions of Indian VK'iety 
began to iniagine a nation they weie to 
latei call Pakistan - an act ot imagination 
that led inexorably to the partition ol the 
country Nationalism therefore, as his¬ 
tory shows us in some tragic detail breeds 
Its own trajectones iii ihe lonn ot multiple 
nations of intent Ihink ol erstwhile 
Yugoslavia, the Soviet Union. Bthiopia, 
and Rwanda, and now Bosnia. Kashmir, 
the north-cast of India and Punjab not so 
long ago As these nations ot intent in¬ 
creasingly define their political identity 
against the originalnairativeot one, united, 
political Lonimunity. naiionalisni will have 
to tome to terms with these assertions It 
normally does so by acknowledging them, 
neutralising them, iim icing them, ot as¬ 
similating them In each ol lhc.se eases, 
the original narrative ol nationalism is 
restructured as it baltlcs with such develop 
ments - sometimes suctcsslully, some- 
time.s unsucecssfully 
'Ibc third situation in which the nation 
will have to he rt'-negotiaied usually arises 
when leligious. language, regional, and 
ethnic communities within the plutal nation 
iiicn.*dsingly demand autonomy, oft against 
Ihe nan ative ot honn geneous nationalism 
Conversely, such a moment will consoli¬ 
date itsell when ma)oittanan movements 
endcaviHii tobuildahoinogeneous, 'united' 
nation Ihiough suppre.s.sing these asser¬ 
tions and curbing idcntitie.s, and when 
they posit one identity, one culture, one 
language loi the plutal nation. A prudent 
and a judicious nation normally acknowl 
edges that identities smaller than that ot 
the nation aa* legitimale and acceptable, 
and that people have a right to them It 
accordingly adjusts its narrative to assert, 
or to iciteratc pluiality ' An unwi.se nation 
tollowing the majonlanan mood tries to 
cuib these smaller identities, often with 
dtsastnius lesults - think of Bosnia or 
Rwanda In both cases, the nation is 
compelled lo re-imagine iLsell 
Fourthly, as we see all ovei the post- 
colonial woild. nations tend lo re-narratc 
themselves, often in a belligerent mood, 
when the nilcmational community inter¬ 
venes ojicnly III the allaiis of .sovcieign 
nations This intervention may take the 
shape ol open use ot iiiilitarY fori’C as in 
Iraq Or it may take the lorm ol harsh and 
stalk political and economic conditionali¬ 
ties that accompany loan packages by 
multi-laieial lending agencies The net 
result IS that the (formerly} scll-refea'ntial 
(. haracter of the national narrative and Ihe 
soveic'gniy ol the rct-ipicni counti ics have 


been deeply iompionused.Ji4ost nations 
have sought often in disa.stious ways to 
counter thesciiiterventions by aggres-sively 
re-stating their own nationness, a'formu- 
lating in the pioce.s.s the original act ol 
imagining the nation. 

U 

The Crisis of the Nation in India 

By Ihe last years of the eighties, all toui 
ol tliesi* situations had converged in a 
particularlv insistent mannei to raise 
questions uImiuI the original project ol 
nationness m India Much of Ihe charm 
and the seuueliveness of a nationalism, 
that had aci »inpanic*d a .sustained and a 
Mcionoiis struggle against the colonial 
power, had worn off for generations ol 
Indians h wn 2'' years after independence 
('oniniitnieni to the nation had siiniilta- 
neiiusly waned with people investing their 
energii's in legional. caste, language, 
religious, atui other such particulanslic 
agendas The national consensus had 
further hayed as regional movements m 
Punjab mil so long ago, Kashmir and in 
parts ol Ihe north-east challenged Ihe 
temloriul intcgi ity of the country Vanous 
groups baseil on language and teligion - 
think ol the .Shalt Bann case - were as¬ 
serting their autonomy and identity Above 
all as liuii.i W.IS toFced through a combi¬ 
nation ot Liiiuinstanccs to go to the IMF 
foi a loan in l‘)9l the national n.uTaiive 
was deeply leopardiscd Indeed, the tra- 
gihty ol the nation was never as evident 
as when the (.ountry had to modify and 
sometimes abdicate projects ami plans that 
had been ainved at through histoneally 
constituted ilebates, under harsh economic' 
conditionalilies 

Now this was precisely the moment 
when Ihe pritg-i I ttl hindutva, which serves 
to define tlie country m a ma|ontaiian 
iniHic, made its appearance on the political 
stage At Ihe very time India was accepting 
Us integiation into the world on gmssly 
unc(|ual teims, and a.s it was opening up 
Its bordeis to (he world outside sections 
of s(u lely v'cie seeking to turn the country 
inwards This tinning inward, back to some 
unspeci lied 11 mdu tradition - gcirv se kaho 
hum hindu hoi - may have been a response 
to the complex of camses de.scribed above 
The point is that the response took the 
.shape of rauei.us and belligerent appeals 
to iiicas of a 'strong' nation based on 
eultiiial piitity and exclusiveness These 
appeals louiui icady resonance in a civil 
society that wa<- .showing increasing fnis- 
t ration with the way the country was going 
Resultantly, the nation lor at least large 
sections ot civil society began lo be rc- 
imagined in a majoritanan imxxl l-ogt- 


caliy, the same rhetoric that sought to 
mobilise the country on the grounds of a 
'regenerated* Hinduism served to r^niy 
exclude the minonties from the defintbon 
ol the nation For if the nation is defined 
by the tact (hat Ihe majonty belong to the 
Hindu religion, those who do not sub- 
senbe to the religion are not a part of the 
nation. This is the clear and unambiguous 
mc.ssage of hindutva. 

The project of hindutva is not, of course 
by any stretch of imagination, a new one. 
It happened to come into existence at 
roughly the same time as the Congress 
initiated the pnifect ot secular nationalism 
in the twenties. This is not .strange, not 
when we recollect that every constmction 
of nationalism is a plural venture If 
nationalism is a participative project be¬ 
cause It IS plural, each participant group 
naturally constructs its own and perhaps 
inciMnnicnsurahle version of what it means 
to be a nation This is intrinsic to ma,ss 
nationalism Accordingly, as nval formu¬ 
lations .struggled in the public arena to 
imprint Ihe body politic with their own 
imagciy and model of the nation .state, the 
nation Sccanic a contested concept It, in 
olhci woids, became the object of diverse 
and often incognisant thinking 

On the one hand, the leadership of the 
mainstream section ot Ihe fieedom struggle 
- fawaharlal Nehru in parliculai - was to 
insist icpeatedly and emphatically that it 
was umiesirahle to use the terms Hindu 
and Hinduism toc'haracten.se Indian hi,story 
and culture Even as competing religious 
identities polarised around the lines of the 
two-nation theory were to challenge and 
tragment the movement, the Congrrs'- 
continued to reiterate that the only basis 
upon which ihe new nation could be 
organised was secularism and the nghts 
ol the minorities to their own religion and 
culture The.sc rights were granted as early 
as I92X in Ihe Motilal Nehru constitution. 
Subsequently, article 29 and 30 ot the 
tundamcntal rights chapter of the Cunsti- 
lution sanctioned minority rights, and 
arlicles 2.S-30 guaranteed the freedom of 
lehgion 

The task of building and consolidating 
a secular nation gamed urgency as the 
country was partitioned along the lines ot 
icligion. and as wholesale massacres that 
accompanied the birth of Pakistan seared 
collective memories ol the body politic 
In fact, the cxpio.sion of religious .sensi- 
bi lities around this event piovokcd intense 
cmotionahsmand .some degreeof irrationa¬ 
lism. Several leaders were arguing foi the 
e.stabli.shment ot a Hindu state to offset 
the Islamic state that would pre.sumably 
con.soiidate itscll in Pakistan. The demo- 
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cratic leadership of the country, therefore, 
had to accomplish two tasks in order to 
fulfil its commitments to secular nation¬ 
alism. First, It had to send a straight and 
unambiguous message to the majority that 
the new nation had no place fw a majon- 
tanan religion, and that it would function 
on the basis of secularism or the Gandhian 
respect for all religions - sarva dharma 
sambhava. Secondly, it had to reassure the 
minorities that their identities would be 
protected in society and in the polity. 'The 
government ofacounby like India”. Nchni 
was to state firmly, "with many religions 
that have secured great and devoted fol¬ 
lowing for generations, can never function 
salisfactonly in the modem age except on 
a secular ba.sis” At another point, he was 
to say that - “Wc call our state a secular 
one. The word 'secular* perhaps is not a 
very happy one. And yet, tor want ol a 
better, wc have used it What exactly does 
It mean ' It docs not obs lously mean a state 
where religion as such is discouraged It 
means I rcedom ol religion and conscience, 
including 1 1 cedom lor those who may have 
no religion ” 

And Radhakrtshnan was lo state un¬ 
equivocally that “wc hold that no religion 
.should he given prelcrential status, or 
unique distinction, that no one religion 
should be aicoided spei'ial privileges in 
national hie, nr international relations fur 
that would he a violation of the basic 
pnnciplesnfdcmcKracv and contrary to tlie 
best intetest of icligion and government 
No group of citucns shall oirogatc to itself 
nghts and pnvileges which it denies to 
others No person shall suffer any form 
of disability or disciimination bei ausc ot 
his leligion but all alike should he lice to 
share to the fullest degree in the common 
life "CorTCsiKindingly. Pandit Nehm .slated 
on another occasion that “anything that 
creates such an apprehension [ma|ori- 
tananisml in the minds of any group in 
Indiais to bedepiecated. It tends tudusturb 
and is oppo.sud to our .secular ideal ” 
Seculansm was, thcicfore, designed to 
regulate debilitating religious strife, to 
assure the minorities of tlieir .safety, and 
to set at rest any apprehension that the 
country would align itself with tlie domi 
nant religion The vision tnat underlay 
such a commitment was that ot civic 
nationalism, inasmuch as people belong¬ 
ing to different persuasions were granted 
the right to their persuasions, and the 
freedom to practice their religion even as 
they were integrated into a democratic 
national polity. 

However, it is also true that Nehnivian 
ideas were repeatedly challenged within 
the Congress Party either explicitly or 


implicitly from day one. Since the twen¬ 
ties when the organisational activities of 
the party expanded, the support base and 
the political afTihations of sections of the 
party overlapped to an alarming degree 
with that of Hindu revivalist movements 
Chris Bayly writes that the Congress Party 
at the grass roots level was sometimes 
industinguishablc from the movemcni for 
the protection ot cattle or for the propa¬ 
gation of Hindi Thcic was, according to 
Bayly, "a sharp contiadiction between the 
secular, and nnn-communal, catch-cries 
used in the Congress publicity or official 
pronouncements, and the idioms shaped 
by Its orators” ■* Significant sections of the 
Congress ptovincial committees wcic 
pledged to the piogramme of the Hindu 
Mahasabha IxaderssuchasMadanMohiui 
Malviya and Lala Lajpat Rai combined 
a commitment to religious movements 
with commitment to the secular credo of 
the Congress Above all the use of Hindu 
symbols, slogans, and religious ideas lo 
mobilise people gave the activities of 
the Congress a predominantly Hindu 
flavour 

Under tlie surface, it is obvious that deep 
disagreements on the shape ot the future 
nation permeated the C'ongress Rhetoric 
and beliefs about die virtues ot a Hindu 
nation continued to co-exist. how.siK’vei 
uneasily, with the ideology of the left 
liberal leadeisliip that gamed ascendancy 
ovei the Congress since the thirties. But 
this uneasy co- existence extracted its own 
price. Mushirul Hasan writes of the Hindu 
centred view that came to he stridently 
exprcs.sed in Congress rircles No two 
Congrc.ssmen undersUXKl the meaning ot 
.secularism in the same way ^ He cites the 
words of a troubled Nehru who wrote in 
the altermath ol the partition thus “all of 
us .seem to he getting infected with the 
RSS mentality This is a cunous finale to 
our careers 11 the present Hindu outlook 
does not change radically, I am quite sure 
that India is diKimed". Nehru is reported 
to have complained that some ot his 
colleagues had foigotien one of the basic 
principles and planks of the Congress, i c, 
intercommunal unity. And he was to 
dismiss those who spoke of the secular 
state, as having unctersiood it the lca.sl, and 
having belied it by their own words and 
actions.** 

Nchruvian ideas triumphed for some 
time, bui the maturation of historically 
constituted tensions gravely weakened the 
commitment of the Congress Party to the 
cause of the mtnonlics. In the troubled days 
following Nehru’s death, the Economic 
and Political Weekly was to sum up the 
political mood thus “Ulhc rude.st shocks 


comes from the manner in which the 
government and the countiy are allowing 
themselves to be pushed off the edge of 
seculansm into the aby.ss of communal 
reaction, falling back lo the fnghtening 
atavism ot stagnant dark and medieval 
ethos of the Hindu speaking areas, the 
Madhya Desa which had witties,sed ages 
ago the fine.st blossoming ol Indian cul¬ 
ture It spells dark and dank reaction".'^ 

These fears were not unfounded, bc- 
cau.se latei pnme ministers of the Con¬ 
gress Party were lo openly play the Hindu 
caid. revealing thus the schism belweeii 
empty ideologii al pmlestations and rheto¬ 
ric and practice In fact, in sharp contrast 
to Nehru's own position and comimlment 
to the norm, the Congress has been re¬ 
markably vacillating when it comes to 
seculansm At times, individual members 
of the party have ilagrantly violated the 
secular principle. The Congress has still 
not been able to establish that its leaders 
were not involved in the 1984 pogroms 
against the .Sikh community despite ample, 
pnxif to the contrary And recolleii that 
in 1992. the Congress government at the 
centre remained mute and inactive as the 
Babii ma.sjid was lu/ed to the ground. 

At the Panchmari .session ol the paity 
in 1998. the Congtess president .Soma 
Gandhi candidly admitted that the coni- 
niitmenl of the party to the minorities had 
been deeply compioiniscd But despite 
this admission, the ('ongress continues to 
display ambiguity towards secularcsm. 
Therefore, even though the highly 
communalised situation in the country, 
particulaily the attacks on the Christian 
minorities calls tor unequivocal censure, 
A K Antony at a iiic*eting of the ('ongress 
Working Committee on January 16,1999, 
IS reported to have remarked that the 
('ongress should tread wanly in ihe mattci 
The parly had. said the leader, been ac- 
cu.sed in th& past as pamficnng the minori¬ 
ties, It had, therefore, lost ihc confidence 
of the Hindu majonty (more perttnenMy 
tne vote of the Hindu ma|oiity). 

The Congress now intends to rc-appro- 
priate the plank onginally appropriated by 
tb^ BJP - Hinduism The tolerant char¬ 
acter of Hinduism is the best guarantor ot 
.seculansm, argues the Congress, and we 
should tell the people what Hinduism really 
means Apart from the fact that Hinduism 
has mx pneccscly beren known for its tol- 
crana* towanLs its own people, |>articu- 
larly the so-called lower ca.slcs and women, 
the .strategy is deeply flawed for surely 
Ihc instrumental use ol Hinduism to re¬ 
assure minorities who subsciibc lo differ¬ 
ent religions is highly pateinalistic .md 
patronising Notwithsttinding the fact that 
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religious miiKirities are as much a pan nt 
the body politic as the majority, notwitli- 
.staiuiiiig the lact that they are the equal 
iiihs‘ritorsf>/and panicipantsm the nation, 
they are being told that die majonty group 
toleiates them because that is the nature 
ol the maioiity religion What lould he 
more condescending'’ What could be iiioie 
alienating’’ What could testily moieto the 
victory of the BJF set agenda'* And it 
would he laughable il it wen* not so tragic 
that the HJP has actually hailed the accep 
taiKC ol Hinduism by the f'ongiess This 
acceptanie completely and utteily lepu- 
diates the insistence by Jawaliai lal Nehru 
that the tcim Hindu and Hinduism should 
not be used to desentx* the couiitiy Nothing 
could illustrate more staikly the gap be¬ 
tween the present paiiy and the oiiginal 
Congress leadeisbip that dreamt ol a 
democratic siciiiai nation What is tnoie 
important is that despite all its ilietorual 
statements thai it iscommitted tothe cause 
ol the miiioiilies the lustotical ambiguity 
that the Congress displays when it comes 
to seculaiism, c'aniioi but Iced into the 
bindutva pnqeci that ojienly visualises 
and dclines the nation as predominantly 
Hindu 

Hiiulutva has consolidated itscit tecenllv 
in civil scx letv in India, but its oi igms go 
back to tile H)20s In |02t Savaikai 
constructed the pol tical lalegoiy ol 
‘Hindus' amt the Hiiiilu nation, by deny¬ 
ing to nthei leligious comnuinities then 
nghttui place in India The Hindu, he 
wiotc, "iiiheiils the civilisation ol the 
country as lepiesc'nied m a common his¬ 
tory, common lieiiKs .1 common litcia- 
tuic, a coiiimoii ail. a <.0111111011 law and a 
cunimon pin ^|)l iidenc e, common tans ami 
lestivals. riic's and rilii.ils. ceieiiionios and 
sacraments"’* India loi the Hindus, he 
argued, is purahhunv ami piiiivohhnmi. 
both tailu*rland .uid holvlanci Iheietore, 
though the t'hnslians .iiid the Miisiinis 
IkiVc* "inherited along with Hindus a 
common Fatherland and a gre.itci pait oi 
the wealth ol the eommoii cultiiie - Ian 
guage, law. custom, lolklore and lustoiy. 
jtheyl are not and cannot be iceognisc'd 
as Hindus Tlieir holy land is far off in 
Aiabia or Persia" ** 

And M S Golwalkar was to nanowly 
conceptuali.se I iindustan as the land ol the 
Hindus - "this countiy, Hindustan, the 
Hindu race with its Hindu Religion, Hindu 
Culture, and Hindu Language completes 
the Nation concepi” lliese ideas were 
to inspire and propel the movement lot a 
Hindu India or a maioiitaiian Indi.i both 
in colonial and in posicolomal times In 
pursuit of this project the minonties tai- 
geted as lliev were, in brutal and soulle.ss 


stereotypes as 'hostile’, ‘menacing’, 
‘threatening’. 01 ’demonic’, were mar¬ 
ginalised from the very construction of the 
nation 

From the ]'>.^l)s to the l9K0s. the .sangh 
panvai kept a low profile. It occupied the 
right wing tiingc- of Indian politics; the 
centre space was occupied by the 
tiegemoiiic Congress consensual system '' 
Il were the* events ol the 1980s and I99()s. 
which were to bring notions ol undiifcr- 
I'ntiated ciii/cnship. majontananism. cul- 
luial nationalisni, the concept of a strong 
naiion-si,iic an attack on secularism and 
minoiity culiutcs, and the development of 
chauvinistic, nanow. even f a.scist concep¬ 
tions of the n.iiion to the fore 

The rc‘.l^on^ 1 01 the success ol hindutva 
in Mihstuitlial sections of civil society arc 
iuimitiedly l.iige and complex What is 
I niporlunt I s t hat I he hi ndut va bngadc seeks 
to restore what ii secs as the jcopaidised 
unitv ol the n.i(ion. by proclaiming itself 
as w'cdded to the oneness and mtegnty «'l 
India, and by hat ping on the need to build 
a silling nation 'Ihc ideology has found 
ready revmanc e among large putts of c 1 vi I 
society - a deeply irustrated civil sixicly 
dial was Icsiking lor explanations, quick 
and leady solutn ms, and more importantly 
scapegiiats, lot Ihc quagmire the nation 
lound iiselt in 

As India s position in the world has 
u'ceded. as Indians are seeing other coun- 
iiios ol Asia and increasingly f’hina, 
ontstiip (heir country, as Indian society is 
mired m caste* and religious wars, us the 
stale has to devote more and moie ol it% 
I'lieigy to these case's a.s well as to cases 
where people demand self-determination, 
.IS integr.it ion into the wot Id markc'ttiuougli 
gl'ihalisation imderscores India's under- 
developnient and pciwcrlcssness in the 
gliihal .iieiia, tlv response of large sec¬ 
tions ol (he Indian middle class has taken 
the lot 111 ol .iggressivc intolerance "This 
intoleianee (Hat puts die blame on leodily 
identiiiahle scapegoats - the religious 
minorities lot instance - provides lertile 
ground lor Ihc seeds of communah.sm and 
m.i|oiiiununisni I be net result is that the 
nation has lx*en n.irnited in a new mtxle 
- that ol iiiaioritaiianism that serves to 
exclude laihei itian include, maigmalisc 
lather than inte<'i.itc, and keep out lathei 
than enibcxly large sections of its own 
inhabitants 

The BJP nuiy have formally modified 
Its position on scculansm and on minori¬ 
ties once It attained power at the centre, 
but the harm lias been done. For one, the 
tnggeimg oft and the consolidation of a 
mcHMl - that oi I linclutva, has bred its own 
consequences in the shape ol unleashing 


open fascist forces. The gniesomc murder 
of a .59-yeai old missionary and his two 
.sons, one aged seven and the other nine, 
IS the direct even if an unintended, out¬ 
come of the tnggering off and consolida¬ 
tion of this mocxi. For once people’s 
energies have been harnessed to the project 
of building a Hindu .state - whatever that 
might mean - and once the pany that leads 
this mobilisation in civil society acquires 
state power, such acts take on the veneer 
of reasonableness, they may even seem 
natural Even if technically speaking the 
party is not involved in .specific crimes 
against the miiinntics, it certainly is respon¬ 
sible for unearthing nefarious and dis¬ 
tasteful trends in the polity For undeni¬ 
ably (he party along with the affiliates of 
the Sangh parivar has been directly im¬ 
plicated m whipping up hate campaigns 
against the teligiixis minonties for the past 
decade or so Undet the umhreila ol soft 
1 Itnduism practised by the central govern¬ 
ment, a f a.scist Hinduism linds full expres¬ 
sion in hatclul and virulent pogioms ol 
the religious minorities As fai us the 
minoiilius are concerned, the discourse ol 
hiiulutva at best rocks ol pulcrnaltsm, at 
woisl. It iceks ol lascism " And this is 
passed oil as patriolism’ 

It the consolidation ot a iikxkI is respon¬ 
sible for the destruction of the Babi i maspd 
.ind now the enmes against ilie Christian 
nnnonly in (iiijarat and Oi issa, it is equally 
responsible lor the spread ol a fairly 
genetaliscd belief that (lie nghtliil inheii 
tor ol (he nation is Ihc ma|oiity com¬ 
munity Oiherwi V* perfectly well meaning 
people now subscribe to the fonnulation 
that the niiiuiiitics have been pampered 
through the Nehiuvian concepts of secu¬ 
larism and minority rights - the letters to 
the editoi columns ol any newspaper or 
news niaga/.inc will testify to this That 
these rights have been granted by the 
ron.stitution, and that they flowed out <>1 
liistoiically constituted debates is glossed 
over, even challenged The overthrow of 
history has never been more complete, and 
the short.sightcdnc.ss of this overthrow has 
never been more obvious 
What IS important is that all this poses 
a threat to the dix'trine ol secular and civic 
nationalism based upon a commitment to 
religious freedom, the distancing of the 
slate from all religions, and the grant of 
citi/cnship rights to all people irrespective 
of their affiliation, that the Indian nation 
had begun its post-indcpendencc life with. 
This causes some sadness when we re¬ 
member that at one point, the Indian nation 
had been constructed juridically and 
politically It stood for political liberation, 
forunivcrsal human lights, lor .secularism. 
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and for plurality. Today an aggressive 
national consciousness calls fur homo- 
gcmsation and sameness. Appeals to 
asciiptive identities are louder than ap¬ 
peals to political norms. And pungent 
notions of the volk replace the community 
of rights heating citi/ens. 

Unhappily, whereas, the liberal leader¬ 
ship under Nehru designed seculai and 
civic nationalism to a.ssure the minorities 
of fair play and justice, today hindutvahas 
been .substituted tor secularism An un¬ 
easy reminder of this is the loimulalion 
on hindulva in a judgment ot the Supreme 
Court of India The court ruled that the 
concept of hindutva, which incidentally 
had been u.scd to garnei votes in an clci- 
tion, IS not a religious doctnne but a way 
of lite The use of the term does not anuiunt 
to corrupt practices dui ing an election No 
interpretation ruled the court, can confine 
the meaning of hindutva to the naiiow 
limits of leligion alone, or equate it with 
fundamentalist Hindu religious bigotry. 
Hindutva, stated the court further, denotes 
the content ot Indian culliire and heiitugc 
It !.-> a way of life fui the people in the 
subcontinent Phis is a deeply flawed 
judg ment as \ ai lous c onimentatoi s have 
aigued. institutionalising and legitimising 
as It docs discriminatory practices and 
provocative oratory **’ What is more 
imponant is that it simply indicates the 
dissolution of the national consensus on 
secular nationalisni that was at one point 
adopted 10 manage mtergroup iclations 
among communities 

These developments need, I suggc.st, to 
be countered strongly if we want to pre¬ 
serve oui denuKratic credentials Inothet 
words, we have to pool oui collective 
eneigies to loimulatc a demociatic naira- 
tive of the nation Foi only a democratic 
nanati vc will allow us to dieaiii of a f utuie 
where people belonging to diveise and 
pel haps incommensui .ible persuasions will 
he able to live together in peace and civility. 

Ill 

Attempting Some Recovery of a 
Civil Narrative of the Nation 

As a preiatory point let me .suggest that 
nations lind feasible iiarrativi s tor them 
selves, only when tho.se narratives that 
repmsent the nation to and for its inhab¬ 
itants, manage to connect them through 
ties of belonging to each othci and to the 
nation A nation can only prosper when 
Its members tecl that their lives and their 
dK’ams arc incomplete without each olhci 
And It can tiouiish only when its inhab¬ 
itants ieci that their fates arc inextricably 
intertwined to that of the nation This is 
the essence of nationalism, the vciy pur¬ 


pose for which the nation is brought into 
existence through representations that 
serve to create and consolidate icclings of 
connectedness A natron, in effect, can 
only harness the collective emotional 
energies of its people when it manages to 
e.stablish such connectedness and corre¬ 
sponding leclings of belonging 

Certainly, nations construct themselves 
around objective tactois such as tcrniotial 
borders, shared traditions, common his¬ 
torical memotics. iituals, practices, and a 
common language Put the presence ot 
objective factors is simply not cnougli 
These factors have ti> be invested with nch 
symbolism and meaning .sothnt they evoke 
deep sentimenis of identificatioii and 
belonging It is only ilicn that a group can 
be called a nation J berelorc. I suggest that 
whether a gioup .<1 PLopk* can he termed 
a nation, depends laict i> on whether they 
consider r/iewi.M'b t \ .c hclon^ini; to one, 
and whether they i onsidci themselves dis¬ 
tinguished irom Olliers by this fact. It is 
simply not enough to depict a nation in 
terms ot Its in.slitution.s. .structures, and 
ideologies; it has to hr* depicted in terms 
ot structures ol feelings. 

These structuies of leclings may well 
he uiK'xpiessed, (licy may well hi' .sub- 
leitunean, they mav well he lot the most 
pait unrealised, and unarticulalcd - this 
IS noi important hat is important is that 
pc'ople expelletue eontusion, Ix'wilder- 
meiit. or ineompleteness. they feel tliat 
llicy have little understanding ot who tliey 
ate, whero they loine from, and what lliey 
should do III identiliahle and not so iden- 
ti I table situations.// they are denied access 
to their national v.ommunity - think of 
rcfiigecsorol exiles What Uthebi'st thing 
about inigiants and seceded cuuntiics'' 
wonders .Salman Rushdie in Sluunc “1 
think It IS ilieii hopr'lulncss ..And what is 
the woisl thing' It is ihc emptiness ot our 
luggage We have lloated upwards Itoin 
history, Irom memory, from time.” 

Now these senliinent.s oi belonging can 
only arise and consolidate themselves in 
the imaginations and in the emotional 
cncigies ol Its inhahilants if the iiulion 
speaks to all sections ol its people To the 
inhabitant it should promise belonging, to 
the refugee orilu- immigrant the memories 
o< belonging, to tlie aspirant citi/.en the 
promise ol belonging But at all times it 
has to above all things.i/vr/J: the language 
oj hi longing Hus IS important tor people 
to feel intuitively that they aie at home, 
that the nation is then s, and that, thcreloie, 
they have a sense ul rm'ts and of rootcdn»’ss 
People musi led iha: whcrevei they arc, 
whatevcTthey are doing, they always have 
something and somewhere to come back 


to, and that if they do not have this some¬ 
thing they will be lost, that they will ’float 
upwards' without anything to hold them 
to the ground If this is true, then lack of 
belonging inevitably leads to alienation 
and clcpiival And homelessness as any 
refugee ot immigrant can tell us. can 
perhaps prove to be the most enervating 
and tortured experience oi human beings 
ht'causc (here is nothing within hailing 
distance 

Suknta Paul Kumar wnics about a noted 
pewt R Parlhasaithy who ntigrated to the 
west, because as he conicssed. “I became 
hypercritical ot everything Indian Indian 
siK-iety was. 1 tell, deeply neurotic, it feet 
chained to a grossly exaggerated pa.st 
India was a nation ot sleep walkens” 
Fascinated by an F.ngland he had created 
in his mind in Ihc twilight of the Raj, he 
was unpiepated tor the alicnness and the 
baicness ot the country ot lus adoption 
It was then in his poem the 'Hxile’ that 
he was to write 
lie had spent ins youth whoring 
Alter English gods 

There is something to tx* said lot exile 
you team that roots ate deep 
Thai language is a tiec. loses its colour 
umiei another .sky 

However, the mo.st reaSNunng thing 
about the pa.sl is that it has hap|icncd 
Bui then theie cannoi he one feeling oi 
belonging, oi one ‘reassuring thing alxmi 
the past' - in a society that consists ot 
vaiious linguistii, leligious, and cultural 
groups For pc'ople liclong lo (he nation 
in dilleicnt ways ihiough then own 
languages, cultures, and I eligioiis Belong¬ 
ing IS always plutal in iis ties, its imagi 
nation, memory, .seii.se oi liistoiy. and 
perception ol the present Therclore, we 
call any attempt to impose one sense of 
belonging ondi vei se groups, each cd which 
relate to (he nation in tlv'ir own way. 
through the imposition oi one language, 
or religion, oi culture - fascism In other 
woids. people must in a demociatic nation 
at least he five to belong to the nation in 
their own ways The t tut lal teini heie i\ 
fteetloni Freedom in turn involves two 
propositions One, that groups should be 
free to lollow (heir own religious and 
culltitai practices within the amhii oj what 
ts demonaticalh pemmuhle Secondly, 
groups should not he targeted on the 
ground that they suhsriihc to a religious 
persuasion thai is not that ul the mafonty 
A lailure to do so, it is evident, leads to 
alienation, estrangement, and withdrawal 
The nunattve of the nation in \u(h an 
eient negatn the jioisihilils of il,\ own 
exiitence that of belonging. 
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ThiMCiorc any narrative of the Indian 
nation in oidei to fulfil the i otuhiiom nf 
Us own fxisii /'<«' has to reco^inise as well 
as appiCLialc the lact of piuialily I'he 
rccognilion and (he appreeiaiion nf pin 
rainy IS good tor V anoiis leasons Ids toi 
instance, gcxul loi ceev society to tv 
exposed to diriereni wavs ol lile This 
widens social horizons because people 
learn lioiii each otliet dillcient ways ol 
negotiating the woild Societies acquire 
toleration and open-niindedness e\en as 
(he boundaries ol society aie hroadened 
anu expanded This is the hc-st guaiantec 
to prevent societies turning inwards upon 
themselves, liom becoming chauvinistic. 
Ol intolerant But above all we need to 
recognt.se pluralism because this is the 
be.st guarantee of a viable nation a nation 
that speaks to all the language oi belonging 

However, in the euiiently siinhaiged 
atmos|ilicic oi iiitolciaiice towaids tcli- 
gious nnnoiities a coinmittneni to pluial- 
isni may not be enough in lac t. pluialism, 
let me suggesi. may be essential but not 
sullicient to serve as a constitueiii feature 
ol the body politic 

Let Us, toi inslaiu e. examine a situation 
wheie thiec picipositions aie on ottei I'lie 
iirst pioposilioii IS that a coriiinilmeiil to 
pUiralisin ini|iltes acci'plaiice ol the fact 
(hat a society consisis of saiioiis gioiips 
each of which subsciibc' to diflereiit and 
perhaps iiuomnietisurahle ways ol lile 
The sc'coiid pioposilion is that that these 
wavs of hie are of such oveiwhelming 
tmportanee tor (heir inembcis chat they 
have a right to ihcm The third pro|M isition 
is that il peichance tlvse ways ot hie aie 
undci attack or it they aie decaying Ih'- 
cause they aic subiected to benign neglect, 
they should he protected through the 
institiKionaiisationol suppoitivc environ- 
rnenls or Ihiough ininoiity lights 

Now considei that there is no logical 
c 'innectioii between the (hiee piopositions 

(1) We accept the value ot pluralism lot 
a numbc'i ol leasons. Wc, theudoie. ac cept 
the first but not the second pioposilion, 
so wc feel that there is nothing .so sacio 
sanei aboul these ways ol hie. oi th.i( they 
become an gcnid of such oxerndmg irn 
pen lance dial wc have lo grant or institute 
a right to tlieiii People, we can say, have 
access t(> an luliiiite nunibei oi coin- 
muiiiiies III adcmiK'iatic society, and (heie 
IS no le.ison why one eoinmunity should 
be pri\ ileged o\ ei othci s People can lelate 
to the world thrc'ugh a myiiad ot com 
munitics, and become i leep and completed 
individuals On the other hand, to confine 
our notion ol the goixt to the community 
ot (he fust instance - n'ligion foi instance', 
istolimiiandimncaieiudividualepisti'mes 


and .systems of value. Communities ol 
the first iii'.tanee, whose membeiship is 
involuntary, we can further say, possess 
the powei ol tyrannising (heir members, 
and limiting their perceptions and 
worldviews We should take every step 
we can tc > bre.ik the hold ol the conimunily 
o\et iti people 

(III Oi wc subsciibe to the first two of 
till' (hic'e pioixisiiionson oflci Therefore 
we can allow that communities ol the first 
instance an ol such ovettiding impoi- 
taiice lh.U indiMdiials should be given the 
nghi to tiuin But at the same tunc, wc 
need iioi nc'ccss.iiily believe that we have 
a I oinmitmeni to ihe maintenance ot tticse 
< oinmunities If they are decaying, it must 
hi' th.it Ihcv ,uc not viable enough, oi 
Ivcause t'le mcinhi'is have not invested 
sullidentlv m them 

Theieloic, ilieie is no ncccssaiy connec 
lum Mvvetn ilic three proposilions on 
ollei 

Ilowi'v>'i, note that il we subsciiN' lo 
Ihe lirsi ol till' il'iee propositions hui noi 
lo the .scvoi-d and Ihiicl. oi il we siihscribe 
to the Inst (WO but tuil lo (he lliitd. \se 
max land up v ilh a principle fmt we may 
lackaconsiiiiieiK y For.tliisconstiluencv 
niav h<tve hieii destniycd cithc'i Ihiough 
clelibei.iie taijeiing or through benign 
neiik'ci Be»ausc we have neithei undei- 
sIihhI th.ii piople have a ngiit to then 
leligioiis loniiiuiniiy. and that itiis com- 
iminity has a iiein to maintain and le 
(iioduce ilsell, wc may be subsc ribing lo 
plurali'.m at llie very tune that these plutal 
commumlic's aie decaying lltesc' gioups 
may simpK nave been hammea'd inio 
"ilhei non exisience or into non-ideiitily 
by the nia)oiil\ 

riieretoii' ibe proposition that India is 
a pltit:d countiy and that this tael should 
be aceepti'd is h> ilsell essemi.il but not 
e.iougb as a consdiuuve principle ol the 
body politic 1 01 we may haw a principle 
to gloji ovei. hut we may not have a 
plurality oi gioups on our hands A com 
niument to pluialisni is |us( not sutfieieiit 
in out cuiieiil situation, not it we lemeni- 
her that people uie being denied Ihe light 
lo their religion, and that religious eom- 
niuiiKics ate being targeted mereilesslv 
We. It IS obvious, have lo Irxik further than 
pluralism toc" ahlish the light ol minoiiiy 
religious eoniinnnitics in tiic nation 

(III) Suppose wc weie now to icverse 
the oidci ol the three propositions made 
above The older was that pluiulisni 
allows us lo understand that people have 
j right lo tlu'ir religio-cultural communi¬ 
ties. and this III turn prompts u - lo commit 
ourselves to supporting these communi 
tics This by it sell, wc saw, is not enough 


to secure minority gniups the right to their 
identity But assume we begin from the 
perspective of (he individual rather than 
that of .society (’an this build up a logical 
relationship between the two*' Let us sec 

(IV I) The fust pioposition is that wc 
assume that cullutes/rcligion and ruligio- 
cutiural coniinunities arc of nvcmdtng 
importance tor the indrvidual, because 
human beings acquire the evaluative ca¬ 
pacities that help them to map out and 
assess the world from the,sc communities 
Wiihoui such access, individuals arc di¬ 
minished Note that thus statement- with¬ 
out acce.ss to the rcligio-cultural commu¬ 
nity that piovides (hem with evaluative 
lesourccs, individuals experience dimin 
ishmcnl, is not something that can be 
measured in the same way as we can 
measuie .socio-economic marginality lot 
inslanee Ibis is a speculative .statement, 
which tails witlun the lealin ol moiaiity 
inasmuch as it announces a stand - this 
IS w'bui IS important lot human beings 
I'liis siund need not be juslilicd hv relc 
ence li' empiin ai considcialions such as 
the Slate meiu that we iiave so many pom 
ix'oide in Ihe counli y because we measuie 
poverty with R'lerence to some eniptriial 
(onsideialioii the (loveriv line toi iii- 
slaiue We cannot em|iitKallv prove lhal 
huiii.in beings ate diminished without their 
religious eommuii'tv |ust as we cannot 
empiiKallv piiivc lot iiisnincc tliai hum,iii 
beings posNCss nglils hv viilue ol ilicir 
capacity to be inoial 

Nor should do we Iry lodo so Rousseau 
could not ptove that iiiiman beings woio 
bom free and wea' yel everywhere in 
chains No one until now has to Ix'c’ii able 
lo peic'c'ive Ihe thickness or the length ol 
lliesc chains, oi indeed prove lhal when 
humans .iie boin they am mil tied by 
cliains So when Rousseau spoke ot hu¬ 
man beings lieing born lice .ind yel having 
being chained he was accomplishing two 
tasks - both ol them being normative He 
was pointing out the illegitimacy of co- 
e.eioii as well as the dcsitahilKy ol fiee- 
doni Thercloie, the proposition - human 
beings are diminished it they arc deprived 
ol Ihc'ir icligious community can only 
he' justified 111 terms of tnoialily And 
morality is so st'li-cvidenl, that it someone 
believes Ihe contiary - lor iixstanie, that 
religion is not inipoitant for human beings 
- he should be asked lo give rc'a.son,s lor 
tus statement 

(IV 2) The second pa'position that is 
intrinsically n'iated to the first is that it 
ic'hgio-cultural communities are a good 
tor the individual, this should be oi enough 
overriding impoitaiiee to .>c'curc access to 
them through the right to religion How- 
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ever, and this is the third proposition - 
note that the ^ectiveness of this right 
depends on the presence of a communiiv 
We cannot give individuals the right to 
rchgion when the community itscl t is being 
destroyed That will amount to sheer 
mindless-ncss. The existence of a commu¬ 
nity, thcretore, is a pre-condition for the 
exercise of the individual right to religion 

Therefore, if we accept the first propo¬ 
sition we will have to accept the second 
and the third one's We will have to realise 
that since religions and cultures are a good 
for the individual, if a religion r, being 
targeted, or if it is sought to he assimilated 
into the majority culture, we have an 
obligation to institute'a supportive M)<.-ial 
and political environment It is only then 
(hat we can secure the right ol the indi¬ 
vidual to his/her religion This is the 
ob|eclive ol minonly rights 

(V) Now consider that it diverse reli¬ 
gions and cullures aie allowed to flourish 
in society, wc will logically possess a 
plural society Note that it wc begin Iroin 
the empiiical tact ot jiluralisin, this by 
K.seli does not institute an obligation that 
diveisc and oltcn mtommcnsuiable 
ways ot lile should be respected, or that 
vulneiable leligions should be protec ted 
Wc may have a coniiiiitment to pluralism, 
but we may not have iliversc> leligtons to 
value and cherish (except the ma|onty 
religions), and logically a principle or a 
noim nc*eds a constituency, otherwise, it 
IS rendered redundant Therefore, we arc 
obliged within a democratic narrative ol 
the nation to piotect minority groups, and 
among them, w'c have to protect those 
who are the iiio.st vulnerable or the most 
taigeted 

It IS tiiiii I .suggc.st, that ideas ot pluia- 
lism and the accompanying premi.se of 
toleiation is strengthened by a turn com¬ 
mitment ot the tights nl minority gioiips 
to their religion and culture This is es¬ 
sential for the Indian nation to become a 
flounshing viable entity, loi the language 
oi nationalism as aigucd above has to 
above all instil instinctive feelings of 
belonging and home to all its inhabitants 
TI 11 .S It can only do when it accepts that 
people belong to the nation through dieir 
spccinc religion and culture, through tlwii 
specific language and ways of belonging 
Any attempt to wipe this out will lead 
to the creation of homele.ss. alienated 
citizens. 

It the narrative fails to recognise this, 
wc can logically expect (hat (he concept 
and the institution of the nation will Irag- 
incnt, shred, anddissolve. Wccannoi .speak 
ol an Indian nation, when constructions 
of this nation arc built upon politics and 


legitimations of exclusion and denials 
For viable nations arc at all times build 
upon the politics ot inclusion that com¬ 
bine respect for distinct identities with 
democratic incorporation of these identi¬ 
ties within the naiiative ot nationness 
Hiis It .seems to me is the only way in 
which people belonging 10 diverse and 
incommensurable persuasions can live 
together in a nation This is the only way 
in which they can (cel that the nation is 
there, embedded in tlieir memories and in 
their imagination tor the prc.scnt and the 
indefinite fuiuie This is the only stuff out 
of which a viable, fit nil ishing, democi atic, 
nation can be constructed in times ot 
globalisation that have witnessed the 
eruption ot scveial distasteful cultural 
identities 
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p 81, i‘)49, l‘)’v|, 4th edition. Cinklude, Pune 

9 .Savaikai lliiiduiia, p 92 
It) M .S Oolwalkai, tt'r or Out Nationhood 
Defined (Nagpu> P N liiduikar, Hliarat 
Publications) p l‘^^9 
11 Cm 'bis sc'e llic fust chapter ot lapan B.isu 
cl .il Kluiki Slioil\ and Salfioii Ilai!\. Iiacls 
For Ihc rimes. Orient Longinuiis Hydetahatl. 
1964 


12 See Sumii Soikai, "The Fascism of the .Sangh 
Panvar’, Fionomii and Poiitutd Weeklv, 
January 40. 1994. pp 164-66 

14 Ihoiiias Blom Hansen ‘(ilohaltsalion and 
Nationalist liiuginations Ilindiilvu’sPruimst. 
ol Equality ihiough Dillentncc', fiononut 
and Pohtuai \\'iiU\ Mauh 9. 1995, 
pp 604-16 

14 See Suiiiil .Sarkai, 'Hit l-.isnsni ol the .Sangh 
P.UIV .11 , 1991 Ftir a lesponsc 10 this point 
ol view sec Atiun V'atiaik ( omiininalism 
Conlrued (Dilhi Vislaari ih.ipiirS 

15 The SupieiiK." r'ouri had 10 ilecide whethei 
13 elected a’piesentalives to Ihe BJP/Shiv 
.Sena goveinineni in Mahatashtia that 
included the cliiel miiiislcr Maiioliar Joshi 
and the Shiv Sena cliiel B.il rh.it kerav had 
engaged in coiiupi practices undei ihe 
Rcpiesctitation of tlie People Act .Section 
12 4 (4) oi ihe acl makes Ihe appeal lo religion, 
race, caste, coiiiinuniiv, in language, 01 the 
use ol Ol the appeal to leligious and nalioiinl 
syinhots. lor Ihe puipose at winning tlie 
eleition oi lor prc|iulicclv aliecling the 
del lion oi any olliei person, i ortupi (naclices 
Scciioii 124 la) ot Ihe act pioliihtis Ihe 
pioiiMiiion nl Icvlmgs ol enmity or hatied 
between tlw people on giounds oi leligion, 
race caste loinmunitv or kniguagc lot ilic 
purposes ol winning the election 01 lor 
preindicing the piospccts ol anv other 
i.indid.ilc winning the election Hh* court 
loiiiiii scveial ol the accused, including Hal 
'Ihackciay guilty ot promoting religious 
enmity .and h,iiied Wlut is interesting is the 
pionouilcement ul the court on hiiidiilva 
Manohar Jushi v Nitin riluurao PiUil |99S, 
7 ,S('AI,1. 4(1, Raniesh Yeshwani Prohluui v 
'*r,ihhakai kasinalh Kunte and Orsl99S 
7 .St'Al.!' i, and ten otliers 

16 CossiiMii .nid K,ipur dels ing into Ihe hisloiicnl 
c oniexts within w hich the c oncepi ol Itindutva 
was articuhited sinie eiiiph.itii ally that 
hiiiilulva uiniiol be 'o^p.ii.iied liom ils .ippeal 
to religion, nor tiom its assault on ihe 
legiliniacy ol iiiinoiilies - ‘Ihe couits 
conclusion tli.il lln'ie is nothing in llieconcept 
ol limdulc.i lliai piomoies religious enmity 
or hatii'd belles Ihe lact th,u the attack on the 
lehgious minoiities is a constiliicni element 
of hindutva' Ha’iida Cossinan and Katna 
Kupiii.’SecuUiiisni Bench MaikeJhyHindu 
Right. Iioinmiii and Politiial Weekly, 
Septemhe’r 21 19'l6, pp 2614- to in pg 262S 
Also sec Anil Nauiiva The Hinditvj 
Judgments A W,iming Signal' luonoiim 
and Potilii id Wrekh Janiiaty 6,19%, vol 41. 
no I, pp 10-14 

17 ('lied in Sukiila Paul Kuiii.ii. 'Hie ('hanging 
Mask ol liidi.ui Reality'm Indu Banga and 
laiciev teds) ( ulluial Reoiienialiim in 
Modem India, M.inoh.ir IX-lhi. pg 141 12 
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ODBSBANK 


The Development Bank of Singapore Ltd. 

MUMBAI BRANCH 


BALANCE SHEET AS AT BIST MARCH IW9 


(Rs in thousands) 


As at As at 

PARTICULARS Schedule 3103 1999 1103 1998 


CAPITAL AND LIABILITIES 


Capital 

Reserves, and surplus 
Deposits 


1 495,371 

2 64.948 

3 1,108,015 


Borrowings 

4 

480.(XH) 

Other liabilities and 
provisions 

1 

5 

42,852 

TOTAL 


2,191,186 

ASSETS 

Cash and balances 
with Reserve Bank 
of India 

i 

6 

46.621 

Balances with banks 
and money at call 
and short notice 

7 

382.013 

Investments 

8 

1.154,888 

Advances 

9 

381,106 

Fixed Assets 

10 

12,409 

Other Assets 

II 

214,149 

TOTAL 


2,191.186 

Contingent Liabilities 

12 

23,811,928 

Bills tor collection 


17.698 

1 

Notes on Accounts 

17 



495.171 

47.123 

639.498 

300.000 



PROFIT AND WSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH 1999 


PARTICULARS Sc 


I INCOME 

Interest earned 
Othei income 

TOTAL 

n EXnCNDITURE 

Interest expendi'd 
Operating expenses 
Provisions and 
contingencies 

TOTAL 

m PKOFIT/LOSS 


(Rs. in thousands) 

Year Ended 
31.03.1999 

Year Ended 
31.03 1998 

256,177 

44.447 

136,777 

57.725 

300,624 

194^102 



190.312 

47,823 

106,805 

42,750 

33,718 

30.097 

271,853 

179,652 


IV APPROPRIATIONS 


Notes on Accounts 17 


Net Profit tor the year 

28,771 

14,850 

Net Profit brought forward 

36,787 

24,907 

Less Pnoi period 
adjustments 

(10,945) 

NIL 

TOTAL 

54A13 

39,757 


Transfer to statutory 
reserves 

5.754 

2,97C 

Transfer to other reserves 

NIL 

NIL 

Balance carried over to 
balance sheet 

48.859 

36,787 

TOTAL 

54Ail3 

39,757 



As per our attached report of even date 



For M M Nissim and Co 

Rir THE DEVELOPMENT 

BANK OP SINCAPOKP. LTD 

Chartered Acrountants 

Mumbai Branch 


Sdf- 

Sd/- 

Sd/- 

N R Ganiwala 

F Fialho 

Pham Phu 

Partner 

Head - *^inaiK.c 

General Managci 



& Chief Executive Officer 

Mumb.n April 23, 1999 
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ODBSBANK 


The Development Bank of Singapore Ltd. 


MUMBAI BRANCH 


SCHEDULES ANNEXED TO AND FORMING PARTOFTHE ACCOUNTS FOR THE YEAR ENDED 31ST MARCH 1999 


(Rs in thousands) 



Schedule 1 - Capital 
Balance a& per last Balance 
Sheet (including a sum of 
Rs.20,00,(XXV- kept with the 
Reserve Bank of India under 
Section 11(2) of the Banking 
Regulation Act, 1949 ) 

Add Additional Capital remitted 
by Head Office during the year 

TOTAL 

Schedule 2 - Reserves and Surplus 

I Statutory Reserves 
Balance as per last 
balance sheet 
Additions dunng the year 

II Capital Reserves 
(Refer Schedule 17, Note 

III Revenue and other reserves 

IV Profit and Loss Account 
Balance as per Profit and 
Loss Account 

TOTAL: (I, II, 111 & IV) 

Schedule 3 - Deposits 
A (I) Demand Deposits 

i) From banks 

ii) Prom others 

TOTAL (1) 

(2) Saving Bank Deposits 

TOTAL (2) 

(3) Term Deposits 

i) From banks 

ii) From others 

TOTAL (3) 

TOTAL (1,2 A 3) 

B (i) Deposits of branches m India 
(ii) Deposits of branches 
outside India 


TOTAL (I A II) 


As at 

31 03 1999 

" . .. «■ ■ 

As at 

31 03 I99K 

495.371 

313 171 

NIL 

I82.(X)0 

495J7I 

495371 



9,611 

5,754 

6,M2 

2,970 

15,365 

724 

9,612 

724 

NIL 

NIL 

48,859 

36.787 

64.948 

47,123 



6,703 

21,639 

4,198 

16,710 

28,342 

20,908 

■ .4J24 

-hm 

4,554 

3.2'5 


~ ■ " 

400,000 

675,119 

I0().(X>0 

515,365 

1,075,119 

615,365 

1.108.015 

mm 

1,108,015 

639,498 

NIL 

NIL 

1,108,015 

639,498 



(Rs in thousands) 


As at As at 

.tl0n999 3I03I99K 


Schedule 4 - Borrowings 

1 Borrowings in India 

I) Reserve Bank ol India 
It) Other banks 
III) Othci institutions 
and agencies 

TOTAL (i. II A III) 

2 Borrowings outside India 

I) From banks 

II) From others 

TOTAL (I All) 

Secured borrowings included 
in I and 2 above 

Schedule 5 - Other Liabilities 
and Provisions 

I Bills payable 

II Interest accrued 

III Others (including provisions) 

TOTAL 

Schedule 6 - Cash and Balances 
with Rnerve Bank of India 

I Cash in hand (including 
foreign currency notes) 

II Balances with Reserve Bank 
ot India 

i) in Current Act ount 
II) in Other Accounts 

TOTAL (I All) 

TOTAL (I A II) 

Schedule 7 - Balances with 
Banks and Money at 
Call and Short Notice 

I In India 

i) Balance with bi.>iks 

(a) In Current Accounts 

(b) In Other Deposit AcxounLs 

ii) Money at call and short iKiticc 

TOTAL (I A II) 

II Outside India 

I) In Current Accounts 

II) In other Deposit Accounts 

III) Money at call and short notice 

TOTAL (i, II A III) 

GRAND TOTAL (I A II) 


NIL 

2t().(KK) 

ZSO.IKK) 


4KO,000 



45,555 

NIL 


45,555 


46,621 



NIL 

22().(K)() 

KO.OOO 


2.556 

14,116 

39.692 


56,564 


27.15h 

Nil 

27jM« 

’;;»,«36 


2.KXK 

1(M),(XK) 

_Nil 

I02.XXX 
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©DBSBANK The Development Bank of Singapore Ltd. 

MniHAI BRANCH 


SCHfUWLESANNhXhn lOANDhOKMING HAK! (»• ////-'\CCOl 'MS hOR FHE YEAR ENDED M ST MARCH 1999 



<Ks 

in thiiiis iii'L 


As at 

r 

.11 

— - — — 

^1 01 iwy 

t| ()t I'Hls 

Schedule K - lnve.stmcnts 



1 Invcstnwnis in lnUi.i in 

11 Government Set unties 

S07.5I t 

! 

. tl'’llX' 

III Other appiosed Scsiiiities 

NIL 

' Ml 

111 ) Shares 

NIL 

Ml 

IV 1 Debentures and Konds 

(>50.(K)0 

|4<l (KKl 

v; Subsidiariesand/iir 



(oiiit ventures 

NIL 

Ml 

rOIM. Ill 

1.157,513 

477.085 

II investments outside India 

NIL 

NIL 

lOrALfll) 

NIL 

ML 

CROSS TOTAL 

1,157.513 

477,085 

Ia'ss I’iovisioii lot depreLialion 

2,625 

Ml 

GRAND TOTAL 

1.154,888 

477.085 

Srhedule 9 - Advances 

A I) Hills puii based and 



Disiountcd 

X6,407 

27.9SI 

II) ('ash Ltediis, Dverdralts 
and loans repayable on 



deiTiiUiti 

ld9.3KI 

214.8’( 

III) I'eim laians 

145,118 

161.M3 

TOTAL 

381,106 

704.617 


—— - 

—y 

H 1 ) Seemed b> tangible 



assets 

124,920 

406.721 

ii) ('overed by Bank/ 



Government );uarantees 

NIL 

NIL 

III) I'nscLUicd 

56,186 

297,K96 

TOTAl 

381,106 

704,617 

(' 1 Advances in India 



1 ) Priority Scctots 

99.923 

88.7S() 

II) Public Sectors 

NIL 

Ml. 

III) Banks 

NIL 

NIL 

IV) Others 

281.181 

,615.867 

II Advances Outside India 

NIL 

NIL 

TOTAL 

381,106 

704.617 



(Rs 

in thou-sands) 


As at 

As at 


31 03 1999 

31 03 1998 

■Schedule 10- Fived Assets 

I Pixed Assets hither than 
premises. UK. hiding luiniture 
and lixtiiies) 



Cost as .It 1 1)4 98 

25.974 

23.658 

Additions diiiinp the ve.ir 

3 748 

2,174 

Tiaiisleis Irom f'apital Woik 



III Ptiijiiess 

NIL 

147 

Dediu tions during the year 

917 

5 

Depreii.iiion to dale 

16,396 

12.284 

Balameasai O 03 99(1) 

12,4119 

13.690 

II Capital woik in piogics 



Bal.ilii e as at 1 04 98 

NIL 

147 

Additions dining the year 

NIL 

NIL 

'1 i.inslei to 1 ixed Assets 

ML 

147 

B.il.mie.is,i| 31 (H99(|h 

NIL 

NIL 

TOTAl (1 + II) 

12.409 

13,690 

Schedule 11 - Other A.vsets 



1 Intcicst Aicrued 

26.055 

17,475 

II Taxpaidinadvanie/Tax 



deducted at s lurce (net) 

2.988 

835 

III Deposits in respect of 



Iciised (iremises 

1 12.5(8) 

132,500 

IV Others 

52,606 

37,056 

TOTAL 

214,149 

187,866 

Schedule 12 - C'ontingent 



Liabilities 

I Claims against (he bank 



not acknowledged as debts 

NIL 

NIL 

II Liability for partly paid 



investments 

NIL 

NIL 

III Liabihty on account of 
outstanding Icwward 



exchange contracts 

22.790.786 

27,305,487 

rv Guarantees given on behalf of 
constituents 



( 1 ) in India 

497.437 

463.867 

HI) outside India 

NIL 

NIL 

V Acceptances, endorsements 



and othci obligations 

VI Other Items for which the bank 

266,205 

187,625 

IS contingently liable 

257,500 

258J84I 

TOTAL 

23,811,928 

28,215,820 
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ODBSBANK The Development Bank of Singapore Ltd. 

MUMBAI BRANCH 


SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS FOR THE YEAR ENDED 3IST MARCH 1099 

(Rs. in thousands) 

(Rs in thousands) 


Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


31 03 1999 

31 03 1998 


31 03 1999 

31 03 1998 

Schedule 13 - Interest Eurncd 



Schedule 16 - Operating 
Expenses 



I Intercst/disi'ount on 






advanLCs/bills 

IS4.370 

69.447 

1 Payments to and provisions 






for cmploycvs 

16.458 

14,935 

11 Income on investments 

K(i.244 

35.632 




ill Interest on halant es with 
Reserve Bank of India <md 



II Rent, taxes and lighting 

5.209 

4,938 

other inter-hank funds 

I*) .563 

31,698 




TOTAl.tl, fl & III) 

256,177 

136.777 

III Pnniing and stationery 

376 

289 




IV Advertisemcm and 



Schedule 14 - Other Income 



publicity 

143 

233 

1 Commission, exchan)!c 






and biokcragc 

14,8.50 

11,MU'! 

V Dcpteciation on hank’s 



II Pniht on !>aic vtl 



properly 

4,534 

4.I8S 

investiivnlii (net) 

II 

1,115 




III Profit on sale ol land 



VI Directors’ and local advisory 



huildings and other assets)net) 

(371) 

NIL 

board members’ fees, 
allowanees and expenses 

25 


IV Profit on exchange 






tran^aettons (net) 

28.727 

44,437 

VII Auditors’ fees and expenses 

484 

197 

V Income earned by way ol 





divtdends etc front substdianes/ 






compante!> and/or joint vcntun*s 
abroad/in India 

NIL 

NIL 

VIII Law charges 

32 

53 

VI Miscellaneous income 

1,230 

268 

IX Postages, Tel^rams, 








TOTAL 

44^7 

57,725 

Telephones, etc 

5.248 

2.001 

Schedule 15 - Intereit 

Eipended 



X Repairs and maintenance 

479 

471 

I Interest on Deposits 

97,753 

61,759 

XI Insurance 

690 

645 

11 Interest on Reserve Bank of 






India/Inter-bank borrowings 

92459 

45,046 

XII Other expenditure 

14,145 

14,781 

TOTAL (1 & II) 

190412 

106405 

TOTAL 

47423 

42.750 


1 
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©DBS BANK The Development Bank of Singapore Ltd. 

MinVfBAI BRANCTi 


Schedule 17—Nntev Forming Part of Ihr Acrnuntii for the \t‘ar ended 31&t March, l!t99 

1 Principal Accounting Policies ' 

I I Basis of Preparation 

Ihe accompanying financial statements arc picpaiCil on the hisioiical cost convention and coniorni to the generally accepted 
accounting principles and to the practices picsailiiig vcilhin the banking industry in India 
I 2 Tramactions Involving Foreign Eachangr 

Foieign currency assets and liabilities ai c-res alued at ihe year end rates notified by the Foreign Exchange Dealers' Association ' 
ol IndiatFEDAI 1 Outstanding torveard esc h.ingc contracts arc revalued at the rates notified by FEDAi for specified malunties 
and at interpolated rates for coniiacts ol in N'ivccen the specified maturities The resultant gams or losses are recognised 
in the Piotil and Loss Account 

Income* and expenditiiic in foreign cuiiciii \ .iic translated at the exchange lates prevailing on the date of the transaction 
('oniingent liabilities at the Balance Sheei dati on ac count ot outstanding foi waid exchange contracts are disclosed at the 
conn acted tales 
I 3 Investments 

All investments aie classified as "current' invcsiiiM'iiis and arc valued in aggregate, tor each category, at lower of cost or market 
value in .tcco'dancc with the gu.ciclines issued b> the Kcvcise Rank of India (RBI) 

Mai Let value in case ol government/approved scciuiiies and public sector unit bonds, tor which quotes are not available, is 
determined on the “Yield ii> Maturity" method in accoidance with the latcs picscribed 1^ RBI Treasury Bills and Certificates 
of Deposit aie valued at carrying cost Debentures loi which c|uotes are not available, are valued at carrying cost if interest is 
SCI viced regularly and m accordance with ihc Asm t Classilicaiion and Ptovisioning Norms pic*sc iibod by RBI in other rases 
I 4 Advances 

Advances aie st.ited net ot loan loss piovisiitns I’lo, ision Icn lo.ui losses is made in respect of icientitied advances based on the 
periodic icview as pei the bank's polic v that i oinpln s wiili iiic* piovisioning guidelines issued by (he RBI 
I 5 Fixed Assets 

Fixed Asset, are stated al histoiical cost less accumulaied dc|iieciatioi. i 

Oepirciation is provided on a pro-rata basis on the siiaighi line metIuNi at the undermentioned rates 

A sset T ype* Kate 

Plant and Machimiv 10'/ to 20'/!' 

Furniture and l‘ivu>ics JO*/ 

Motor Veins Irs 12 S'/ 

1 6 Staff Kclircmcnt Benefits 

The Bank has a Provident Fund and a Graiuiiv i iiiid toi its employees iindei ihc Group Gratuity Cum Life Assurance Scheme 
of the late Insurance Corpcnation ot India il.K'i Ihc I mvident F'und and (he Gratuity Fund have been approved by the Income 
Tax Department and contribution* .ne made 'i< the ies|K-clivc tunds/l l( 

I 7 Income Recognition 

Interest Income is ac< oupted for on aciiu.il except in case ol inioresi on non pci forming advances, which is recognised on 
realisation 

Ccnnmission inconv* on guarantees is iccogniseJ on icieipt basis except in cases where the period of Ihe guarantee exceeds one 
year and Ihe guarantee amount exceeds Singapoic llollais one million in accordance with the bank’s policy 
I K Provision For Taxation 

Provision for taxation has been made on the 'liabilitv inethcxl" of accounting, wbirh is generally followed in India. 

I 9 Net Profit 

The Net Profit is alter 

Provision for taxes on income and wealth in acmi.laiice with statutory icquitemems 
Provision for loan lossc.s 

Provision for diminution in the value ol invcsiuK'nis 

Head Office Administrative Expenses to the extent estimated to be allowable under Section 44C of the Income Tax Act. 1961. 
Other usual and necessary provisions 

2 The Foreign Exchange Dealers' Association nt India iFf.I M) guidelines on revaluation ot forward exchange contracts, which tfe 
approved by RBI, are mandatory and hence, these have been followed in pretcrence to Accounting Standard-11 - "Accounting For 
TIk Effect Of Changes In Foreign Currency Rates", issued by the Institute ol Chartered Accountants of India The impact of this 
variance in the method of revaluation of forward exchange contracts is not quantified 

3 TheCapiul Reserves disclosed in Schedule 2 consists ol fixed assets and bank balances transferred by Ihe erstwhile Indian Representauve 
Office of the Bank to ihe Mumbai Branch on the closure of the Representative Office 

4 The Mumbai Branch of the Bank has completed a major levamp of its computer systems, which adequately addresses the Year 2000 
phenumenon The remediation has been completed in April, I9M and the Mumbai Branch is fully capable of meeliiv luuei arising 
from the millennium change without any interruption lo its operations 
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MIJMBAI BRANCH 


Disclosure in terms of RBI Circulars: 
a Capital Adequacy Ratio 23 26% (Previous year 31 47%) 

b Percentage of net non-performing advances to net advances 4 93% (Previous year 9 199! > 
c Provisions and contingencies charged to the Profit and Loss Account includes 


(RsOOO's) 

Previous Year 

Provision for loan losses 7K10 17174 

Provision for diminution in value of Investments 267S NIL 

Income Tax 2044)1 11615 

interest Tax 2Klo 1279 

Others 19 29 

d The Mumbai Branch of the Bank has not raised any subordinated debt 

e Business Ratios Previous Year 

I Capital Adequacy Ratio - Tier I Capital 2126'^ 3147% 

II Capital Adequacy Ratio - Tier II Capital NIL NIL 

III Interest Income to working funds 11 KK'a 8 89'X 

IV Non-interest income to working funds 2 069! 3 7S% 

V Operating profits to working funds 2 909! 2 92% 

VI Return on assets I 319! 0 97% 

vii Business per empIc^eetRs thousands) 47K20 43223 

VIII Net Profit per employee (Rs thousands) 928 479 

6 Previous year’s figures have been irgroupcd/reaiiangcd. whcicvct neiessary 
As per our Report of even date. 

For M M Nissim and Co l or DF.VELOPMhN r BANK OF MNGAKIRI. LIMITED. 

Chartered Accountants Mumbai Branch 

S(V- .Sd/- SiV- 

N R Ganjwala I loyd I lallio Pham Phu 

Partner Head Finame General Manager & Chief F.xecutivc Officer 

Mumbai April 23, 1999 


23 26'* 
NIL 
11 KK'* 
2 069! 
2 909! 
1 319! 
47K20 
<»28 


Previous Year 
31 47% 
NIL 
8 899( 
3 75% 
2 92% 
0 97% 
43223 
479 


Aaditors’ Report on Uie Accounts of the Mumbai Branch of The Development Bank of 
Singapore Limited under Section 30 of the Banking Regulation Act, 1949 

We have audiud the annexed Balance Sheet ot the Mumbai Blanch of The Development Bonk of Singapore Limited (iik-oiporated in 
Singapore) as at 3lsi March, 1999 and the annexed Piotii and laiss Account tin the yeai ended cm that date 
In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949. read with the provisions ot sub sections (I). (2) 
and (5 1 of Section 211 and sub-sectiun (5) of Section 227 of the (’ompames Act. 1956. the Balance Sheet and the Profit and Loss'Ac count 
together with the notes thereon, are not required to be and aie not ilrawn up in accordance with Schedule VI to the Companies Act, 1956 
The A. counts are therefore drawn up in conformity with Fomis A and B ot the Third Schedule to the Banking Regulation Act, 1949 

We report that 

1 We have obtained all the informauon and explanations whic h u> the best ul our knovs ledge and belief were necessary fui the purpose 
of our audit and have found them to be satisfactory 

2 • In our opinion, proper books of account, as required by law h.ivc been kept by the Mumbai Branch of the Bank so far as appears 

from our exaimnation of those books 

3 The Balance Sheet and Profit and Loss Account of the Mumbai Branch oi the Bank dealt with by this Repoit are in agreement with 
the books of account. 

4 TheForwardExchangeConiractshavebeenvaluedassiatcdioAcciiuntingPolicy I 2 in Schedule 17 to the Accounts and the resultant 
gains/lossea have been recognised in line with the Foreign Exchange Dealers' As.sociation of India guidelines approved by the Reserve 
Bank of India. The Policy is not in accordance with Accounting Standard-11 - “Accounting For The Effect Of Changes In Foreign 
Currency Rates”, issued by the Institute of Charaieied Accountants of India The impact of this deviation is not quantified 

5 With regard to the Year 2000 compliance, it may be noted that the audit is nm intended, designed nor performed to identify or delect 
problems which include issues, internal and/or external, that may result from the inability of computer hardware, software or other 
automated proceiies to properly process data related to the Year 2000 

6 Subject to the foregoing, in our opinion, and to the best of our intormation and according to the explanauons given to us the said 
Accounts read with the principal accounting policies and the other mxes thereon, give the infonnatiun required by the Companies 
Act, 1956 in the manner so r^utred, for bluing companies, and give a true and fair view* 

• in the case of the Balance Sheet, of the state of affairs of the Mumbai Branch the Bank as at 3lsi March, 1999 and 

• m the case of the Profit and Loss Account, of the profit of the Mumbai Branch of the Bank for dw year ended on that date. 

For M M Nissim And (2o 
Chartered Accoutiunu 
Sd!- 

N R Ganjwala 

Mumbai-April 23.1999 Partner 
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Natural Gas Imports by South Asia 

Pipelines or Pipedreams? 

Kabul Tongia 
V S Aninachaiam 


There must he few other silmUton\ where there are eager purchasers of natural gas (India and Pakistan), 
willing suppirers of natural gas (Tiirkrneinstan Iran, Qatar and Oman}, and yet, no pipeline. The distances 
involved ate modest, and teehno-economu viahility appears straightforviard This paper examines m detail 
the pohcY, tet hnology, and a ononiic s of an ft c/land pipeline supplying natural gas to Pakistan and India. 
Sui h a pipeline would he shared hy hoih i <>««/» n s and would repre.sent a unique opportunity for i o-operatioii. 
As pipelines exhrhrt significant etonomre.s of stale, shared pipeline vsould offer the lowest price natural 
gas for holh countries Paki.vtani loitsuirieis would obtain cheapei gas than from a lower capacity pipeline 
foi their esclusive use, also henefttnig from ti.insii fees paid hy Indian consumers An alternative to land- 
haseil pipelines thiough Paki.stan for India would he liquefied iiatuial gas, which is more expensive due 
to the capital-intensive nature of the litjucjiii tion process. Howevei, any oveiland gas pipeline does not 
depend sah Iv on ecoiiomit viahililv hut on fiolnical acceptam e as well I Ins study addresses some of the 
potential lomerns, briefly di.s(u.ssing <>piions lot ovenoining security of supply worries. Through co- 
opeiaiiiig on such a venture, one that offeis the ptomise of signifn antly helping to build the ilifta.strue ture 
of both couiiti res, there is the po.ssihilitv I'f the lu iglihouring coiiiili res her oming partners in picrgress, instead 
of laiiguishiiig as pri.soners of geographs 


If' the 20th leiituiy has been desLiibed as 
the i.eimii> ot oil. (ht coming; leniury is 
being heralded as the eia of iiutiiial gas 
Within ten years, the shaie of iialuial gas 
in woild piiniury energy supply is es- 
peeled to overtake evi n that ol nwl, with 
an annual groutii in (.onsiiniplion esii- 
niati'd at ^ ? pv'i vein compared to about 
2 penent lot oil and loi coal. Tins giowth 
isiiiosidiamalit in the power sec toi.wneie, 
due to iniprovenients in conihined cycle 
power plant technologies, natural gas has 
emc'iged as the fuel ol choice lor genc'ia- 
tion ol electricity 'Ihe largest shaie ol 
growth ot primary eneigy u.sed loi powei 
pioduction during the pericKl l‘> 2020 

will be trom natural gas While the use 
of coal for powei production is .ilso ex 
jH'cted to grow during this pciiod, by 71 
per ecnl. natuial gas usage in this secloi 
IS exiwcted to pinip by 168 pci ecnl 
I'hc benerus of natuiai gas ha.sed power 
priHluetion arc many, ini luding the lowest 
piiee electricity, ti-duced eiivironiueiilal 
impact(k ically as wx‘li a.s globally), and amen¬ 
ability to lapid ennsiiiietion In addition 
to technological improvements, the in- 
cieased use ol natural aas is explained by 
shifts III polic y ri'gardine ils use foi powei 
picKiuctioii Ane\ jiiipie is the UK, whic h 
III this decade, will iiiciease its share of 
natural gas f rom vin ual ly zero to over one- 
third of tlu eleilncitv gcneialcd 
India and Pakistan imth kuik fo natural 
gas as an attractive f ui'f, not only for powe.r 
productionbui alsofoi othci applications 
lic’cause ol nuHle.st domestic rc.sorvcs, both 
couiniies aie examinini! vanou.s optioas 


to impoil iMiii'al gas cillier thiough pipe* 
lines Ol bv i iiikei s as liquelu'd natuial gas 
This p.ipei > \.inimes Ihe feasibility ol a 
sliaied pipeline lor India and Pakistan, 
suppiv ing »M hum countries in west and 
cc'iiliai A'l.i Ihis I-, not the lust studs lt< 
suggest n.ilui.il gas im]H)its for Pakistan 
and lndi.i. though not necrssuiily as a 
sharc'd pipeline bc-tween llie two countries 
IXiiNita Siddiqui and Tahir-Klieli 
1996, Ra/a i ‘>081 To be vi.iblc siuh a 
pipeline would need to demonstrate not 
only tec hiio evonomieleasibiliiy but also 
poliliial .ic< cpi.inee in both couiilrtcs 

Thi-. papei is divided into three main 
sections Iiitls lust section, we summarise 
the powei and natural gas sectors in both 
counti lesand also review iheu.sc'sol natuial 
ge.s and tec hill'logics for its tiaiisporta- 
tion Iiitlie c V Olid section, we doicu.ss the 
pro|Hised pi|iclinc' .system, including the 
hactors involved in the choice ol .supplier 
nations and on the routing of the pipeline 
We also .m.iivsc the viability ol such a 
pijieline. based on criteria we define The 
last section i-s.imines the* policy and de 
eision tianievvoik needed foi such a pipe- 
line This pa|K‘r concludes with btief a 
biiel discusMi I of concerns that both 
eountni s muv have, and possible avenues 
lor (iveiconimg the apprehensions ttiat 
might h'lidei what is othcrw'ise an eco¬ 
nomically aiiiaeiive venture 

Imksmuk ii'Hi IN Inoia ami Pakisian 

Ehci au its While theie are significant 
dillerenees in ihe two countric.s’ elecliic- 
ity piotiies most notably in choice ol 


luels ananalysisol then energy aiiJpowci 
scenarios levealsagrcatei similaiily than 
chaiiee would explain In lernis oi elec- 
iiicily geneiJlion capac iiics I’akistan has 
an insi al led c apaei ty »)l 14,68V MW [ HIJIP 
and India lias an installed capai ily 
ol 84.96^ MW in-A I997|. excluding 
then captive power plants Table I shows 
the eapac iiy and powei generation in both 
countries hy fuel type. These tiguies lead 
to an annual per capita geneiation in 
Pakistan and India ot aiounvi4.‘iUkWhand 
*20 kWh lespeclivcly It is important to 
note that these numbers aie for gioss 
genet.limn only, the consumption is likely 
to be lower l>y about Z.*? per cent due to 
m-phuil consumption and high transmis¬ 
sion and distribution (T and D) lo.vses 
Tliesc numbers urmpareunfavourably with 
the 1995 world average net generation of 
over 2.2(XI kWh/ycar 
'I'hc very high'T and D losses actually 
intoipoiate widespread pilferage, which 
IS lampatii not only in tuial areas but in 
some big cities as well The utili.sation 
pattern is also similar unlike in nioie 
economically developed countiics, agn- 
eulturc has grown to be a majoi consumer 
ol clectiieity, with a consumption of 16.6 
per cent in Paki.stan (1996-97) and 30 5 
per cent in India (1994-95), and the share 
consumed by industry is steadily declin¬ 
ing Rural electrification, seen as a symbol 
of empowerment, has been a pnonty in 
both countries, more so in India, though 
scarcity conditions still prevail. The power 
sector IS regulated, and the pncc.s charged 
to consumers arc often below supply costs. 


IIIS4 
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S'nir The Liiiisiiiiiption |Hnni> sho^vn in both naliinis aiv tor inilieative purposes only Aiiual Lonsuinptiim need not be clustered and imported gas 
(.an .list) loin an esistinp Itunsmission/distribution nctwoil 


Hits IS especially the ease Im agricultural 
and domestic s'onsunieis. whose elec trie- 
ity isctoss-subsidiscd at least partially by 
industrial and coniineaial users paying 
more than the average cost 
Natural (Jas Naluial gas does not 
substantially eunlnbute to India's genera¬ 
tion of eleelncity This is because ot an 
eaiiiei government policy oi pnontismg 
use oi Its modest reserves Ini producing 
■lertiliscrs and petrochemicals Proven 
Indian reserves are not lai^ic, about 490 
billion cubic metres (BCM), which con¬ 
stitutes about 0.3 per cent of the woild's 
reserves {BP 1998] ' Tabic 2 shows the 
consumption pattcirs for natural gas in 
India and Pakistan. It is estimated that by 
2000, the potential Indian demand for 
natural gas would be about 80 BCM/year 
[Ministry ol Petroleum and Natural Gas 
1995]. Doine.siic production is unlikely to 
be above 25 BCM, leaving a large volume 
for imports or to be subslitatcd by other 
(less preferred) fuels 
The use of natural gas in Pakistan is 
older and more widespread than in India. 
Beginning with the Sui gas fields in the 
early fifties, Pakistan has developed a 
widupread transmissum and distribution 
network. Estimates for proven reserves 
vary, but government of Pakistan docu¬ 
ments show about 507 BCM of gas [HDIP 
1998). International estimates are a little 
higher, at 590 BCM [BP 1998]. In addi¬ 


tion to use in power plants and industry, 
natural gas is al.M) used toi donicstic 
consumption (Table 1) Pakistan si'cks to 
increase the use of natural gas, especially 
lor power pioduclion There have been 
many estimates ol future demand, and all 
show strong growth rales. Reports foi 
(potential) demand by 2(K)2 are about .33 
BCM/yeat lot Pakistan [Wajahatullah 


I9'^7|. though domestic production is iH»t 
expected to ri.se dranialieally abovt' the 
current levels. 

The official governmcni ligure lot 
Pakistan leads to a a-serves to pioduclion 
latio (R/P) of 25 6 Years, and the a'seises 
estimate tot India leads to a R/P o| 21 b 
ycats While these appear low, they are 
about double the Noith Ainctican K/I' ol 


Tamii I CiKdss En-crKKin Ciinckmiun Capai in and (icNiRAiiiiN l‘>V6V7 

(Vet lenl) 


Pakistiin_ ____Inilia . 



Capacity (MW) 

(ieiiciaiion 

( apociiy* (MW) 

Genet alion^ 

Hydnipowei 

4,K26 1^2 S) 

IS 3 

2l,61li (.’54) 

IH 7 

Natural gas 

4,015s f27 1) 

27 1 

6 69« (7 9) 

7W 2 

Coal 

IW (1 0) 

0 6 

S3 64 3'' (fi3 1) 

for all 

Oil/diesel 

5,561'- (37 9) 

3(,4 

266 (0 3) 

IhennaF 

Nuclear 

1.37 (0 9) 

01 

I.K4() (2 2) 

21 

Wind 



900 (II) (included in (hermal) 

Total 

I4.K69 (100 0) 

KKK) 

•4')6S (KKIO) 

l(K)0 

l9%-97 generation (hitium kWh) 


S9 1 

394 S' 


Nines a As ol Manh It, 1947 (pruvisionall, lliis lapacily is the working Klciatcd) capacity 
b Match 31 19% through December 31 19% (piuvtsionali 

c Our estimate loi breidiiown bc’lween natural gas ,inil fuel oil/high speed dicsel-bu.-«d 
piiwrr Many plants have dual (or mulli) fuel provision, .iiid tuet u.scd depends on supply 
d This total IS lechntc.illy listed as sieam-bascd, bul separate categories are given lot gas and 
diesel, implying this is largely coal-fired However, a small amount ol oil based powei 
might Ih’ ini lulled 

c The generation is given as ‘iheimaT including u>al, gas, oil and wind Ksliiiiales ot iht 
icspcctivc (imiribution can be made fniin their share ol loiai capac ity Howevci generation 
by c o,il IS higher than its capacity would indicate, due to iis highei load laciors We estimate 
Its (ontiihulion overall al ovei 70 pci lent of ihe total generation 
f Piovisienal 

Figures in brackets indicate percentage 

Smrie Paham fMeigy Yearbook IW7 CtA AnnunlRefori /VWi-97. ininisliy ol |miwct Aimual 
Report I9V6-97. government of India, h.onomu \ui\e\ /W7 v.s. goseinmeni ol India 
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11.5 ycdis IMI' 1998| H(»wcvcr, the In¬ 
dian and i'akiMdiii ratios are based on the 
current low prcvJui tton and umsumption 
levels. To incioasf ilic use of gas, btith 
nations have expressed a sttong and 
iinmcdiale intent t« inipoii naiiiial gas 
{Nawa/.Shant IWH.f'liaudhars Nisai All 
Khan 1998. Murasoii Maiun lu'if,) 
Eleettu it\ Kwwth anJndtnnil c«\ I he 
1996-97 shortage ot cletiric jKiwer in Indi.i 
was olfictally stated to be at 11 .5 perceni 
aveiage and IK per cent peak (Ministry 
ol Power I997bl I Inotficial estimates are 
highei, around almost 1.5 pei cent and 30 
pci ccnt,iespectivcly (AtuMNecWine I996| 
This gap between supply and demand is 
expected to woisen. with addition ol 
capacity tallingiai shoitoi even the modest 
dnwnwaid revised taigets ’ 

One ol the nv thod'. toi iinpioving the 
supply lit ele< tni its h.is been to open the 
generation sestoi to independenl powet 
producers (IPPsi While this was started 
in 1991 with India's liheiahsation oi the 
power and other sectiMs. the actual con 
ttihutioii fiom IPPs has been low Tins is 
blamed on two main leasons the pool 
liiiaiicial health ot the stale electrieits 
boaids tSi'.Us. the state iitilitiesi as well 
as buieaucialtc and iegul.itoty hutdle^ 
The much piibluisc'd l-nton case did not 
improve loi 'ieii tnvcsiois' conlidencetn 
this scctoi Ol India's ■ v>n assessment ol 
hneigiimleiit Paiikhi in96)pio\idcsmoie 
miormatioii on the l■<Ilon case 
Pakistan also looked toIPPstci impiove 
Its powei supply position Antn ipaimg 
high returns, this sector became the 
target ol the bulk ol l.neign investment m 
Pakistan The pir'win of IPPs has been 
.strong, with 2,884 MW ot IPP capacilv 
genciatmg ^0 pei cent ol the iheimal- 
based electiicitv produced in 1990 97 
IHDIP 19981 Anothei l.tHK* MW .tie 
expected to coine online in the nest lew 
veais |Ai|a/uddm 1998] C’litics ol IPPs 
lee'lhegrowthiatesloi such powei plants 
aic loo high, driven bv toieigii investors* 
appetite loi very high leluins k'admg to 
prodtietion ot nioie powei than can be 
eorisumedprontablv Iheieatealso ie|iorls 
oi bad planning and coinipi piaciices 
(liven the sluggish giowth ot Pakistan's 
cecinomy m the past lew yeais. it is e\ 
peeled that, m the neat term. Pakistan w ill 
have a sin plus oi elceineilv ' 

Tlic bulk ol these proiects m Pakistan 
are based on liiel oil, which is easy to 
import and the plants loi which can be 
constructed adaiively quickly However, 
electiicity liom luel oil is not as competi¬ 
tive as that tr> m otliei fuels sui h as iiatui al 
gas. CNpectall> wltcn viewed ii< teniis ol 
tui'i. (I I m.ugmal) costs Pacii with the 


recent dcctease m oil prices there lias not 
been a de< lease m electricity tanifs * One 
.suggestion has been to substitute natuial 
gas tot the more expensive fuel oil. which 
would result m signiftcarU foreign ex¬ 
change savings 

Nxil FVI tivs UsL ANOTKAS'SI’OIir 

Natuial gas has emerged as the luel oi 
clinice loi v.Kioiis uses. It is most exlen- 
sivolv used by domestic consumeis tor 
cooking and HiMtmg, petrochemical and 
lerlilisc'i mdustiies as both fuel and feed 
sunk, and b> jiowcr pniducers lot gen¬ 
erating eleciiic ity While there aic .substi¬ 
tutes tornalui.il uas in industry (c g. naphtha 
lor leitilisei plants), current price' make 
natural gas more competitive 

W'orldwulc Itadc m natural gas is also 
glow me lapidlv and its icservcs arc* more 
ilisttihiited tliioiiglioiit the world than those* 
ol oil i'lic pi.o en lesoi vess have mote than 
doubled n the hist 2t> years, mclc*a^m}’ the 
wot III K/P 111 61 I vi*arsin i997|BP 1998, 

I'oufi fiiiuus \ laige piiipoiiion ol 
u|xoming IPI’ pio|ecls in India .iic ev- 
IK’ited to be based on natuial gas (oi an 
equivaleni l(i"l capable ot liimg a gas 
tinbmei lai tii m* than the availability ot 
lUliii al g.is VII <uld simgc'st In pail. Hits can 
be explain! d bv the higher leiunis inves¬ 
tors see ‘oi I’.i*. basc*d pro|eels, and i , an 
aileluct III Hu legulatory enviioimieni 
I Tongia and Itaiieiiee 1998] 

I lie main k .iidii lor worldwide giowlh 
III natuial gas lei powet production is the 
mipiovcinent iii the combined cycle* gas 
luihme tt'C(.l) rite elticicney ol coin 
hilled c'cle I'i'iUs is appioachmg (i0 pei 
cent,'' wliiih I. ilu* higlit'sl toi thermal 
geiieiaiio-i lln i .tpiial costs have lullen 
duimg III! niMi III s lo about ^ 425/kS\' loi 
oveiiughi Iiiiisiiuciii.n co.sis, which is 
abiiul hail ili.ii <.1 loal-basedpowei pi,nils 
Ihc two ve.ii I oust ruction lime is also 
veiv ia[iid Iwm* as quick as toi coal 
plant* I Ills Is .ill Ilu* moic* relevant when 
consideimg ilu Inch cost ot capital (high 
inleii’sl i.ilesi in developing umnlries A 
■educed londiuilion period would thus 
help to lowei mi 'iesl during construction 
in •iddiiion siuh plants are .suitable toi 
peak as w ell .is b.ise load powei, and oiler 
gic*ai lleMbditv l-ii use in an unstable gnd 
Anolhet inaim iie”c'tUlouscot natuial gas 
IS enviionmeiiial Natural gas is seen as 
u cic'.m bid with almost no paniculate 
ernisstiiiis ledis ed sulliit and NO^ emis 
sums, as well as sonic* 40-50 fu'r cent 
rediiciion in ciibon emissions conipaied 
lo coal H'oiled N.itions 1997] 

1 he iinmatv bene'it ol such plants is the 
low eosi ol elev.iiicity In the IJ.S, the liksi 
ol powet lioni a new CCGT plant is 


estimated to be below 4 cents per kWh 
(about I 6 R.s/kWh). US estimates place 
the share ol electricity costs due to fuel 
al about 65 pet cent |EIA 1997a]. This 
should bi* weighed by the low price US 
powei pniduccrs pay for natural ga.s. in 
the ncighhouihood of $ 2.S/MMBtu 
Alternatives to natural gas such as oil 
are more expensive A barrel ol crude oil 
has an etiet gy content ol abnul S 8 MMBtu 
At the rate ol $ 1.5/haiTcl. that works out 
to about S 2 6/MMBtu Piefeired fuels tor 
u.se in combined cycle plants, light and 
medium distillates, arc more expensive 
than this and their pnees arc often more 
volatile than that of natural gas. Othci oil- 
based fuels aic* often used in steam-cycle 
OT diesel plants, which have much lower 
ellicic*nc,ie.s 

rniuspnrtittitm let hnoingx There aie 
some* diilic’ullies in the use ol natural gas 
rile lirst IS of av,t:l.thihty 73 percent ol 
the world's known leserves arc m west 
Asia and N)itm*t .Soviet Union .stales |B1’ 
|99S1 In addition, iis low eneigy density 
U s[<c*c'iatlv iM-o w.v oil)makesIIdiliirult 
Ui sioie and It .inspoii While oil can easily 
Ivii'i ■' l (I’.si Mi'iHis 111 Nvii.hm Gas 

Kt MlUll, 

tl'ti I mil 



Pakistan 

India 


IWt, 07 

1991 

I’tiuci piOiltiLlinii 

s 

Ti 

> t rlilisci 


41 

IlKiiiestii 
(icnoral imliistiv/ 

!«> ' 1 

L 1 oinhineii 

ioiunirri.i.il 

Jl S I 

[ 2h" 

Olhi‘1 

1 s* J 

1 

fotal 

PitMltitlion I'WtiV/ 

100 0 

10(1 

ilK'.Xfl 

1** 8 

27 7* 

iVi'ii i a Ihi* nil iuiiiN 

1 4o pci Lent i onsuiiieil 

hv the iiiiiL'iil iiiilustiv 


li Ihts UK tuclr' 

. 4 pci It 111 a* pi-li.' 

i.hcinii..il ti'cit'lnik 

domrsti. 

iiinsuinplinn 

IS cv|H.‘i.lcd lo tx* tirr 

siiull 



i. Annual pi 111 I 111.111111 is exii apolaleil from 

tlic Apiil l)ci 

ciniHir 19% priHiiii non 

Soiiin Peiki'lan l.nnuy 1997, 

iiiinisiiv I'l ix^lrnlcuni and natural gas 
Annuiil Nf/joil I99t> 97, (invcmiiient 

of India 



I IHII t PlKII IM ('HAKAni-RISmS 

roltil 

Peak 

Compressor 

l.i*iigth 

Pn*ssuic 

Spacing 

(kni) 

Ipsi) 

(miles) 

iIAPSi 

IiukiiienistJ 2,7 IS 

1,2(8) 

120 

han 2,6SS 

l.2(Hl 

120 

Oman 2,430 

l.2(M) 

120 

Oualat 2.(iVS 

1.200 

120 

C'uitgas* 2,084 

1.440 

180 

Noif '* Cemgas is based on published data, and 

IS out esliinale ol >uch a pipeline only 
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Piouu 3 Transmission Costs ror 10 BCM op Gas to Pakistan 



—TuiKinanistan { 
-» Qatar ! 

I 

>. Iran | 

Cenigas 
—at—Oman 


Note 1 his lif'urc shows the transmissinn losIs assuming coiisuinptuui in Pakistan is 10 BCM/yeai 
Higher flows imply onwatd transmission to India 


be shipped by tankers, gas must typically 
be traikspiTited tiuough pipelines, which 
are capital-intensive 

Pipeline technology is well established 
and relatively mature l‘br long-pressure 
I'XX) t- psi) pipelines with diameters typi- 
I’ally in the 3-4 Imit tange A liansmission 
system coiisisi.s ol not only pipe to tians- 
port the gas hut also ol compicssor station 

- to lepn'ssurisc ihe pas must loses ptes- 
sure line to IrK tion - at regulai invcrvals 
A small 1 1 action oi the transported gas i.s 
consumed b\ Ihe gas-driveii compressors, 
thitugh It IS possible to use eli'Ctric eom- 
pa'ssois instead The nio.st notable ini- 
prosements in teehnolopj have been tor 
supaior materials and arivaticed welding 
techniques that have made pipelines thm- 
nci walled, satci. and lessexpensise than 
bclore 

The othei method ol trunspoit, as liquc- 
I led natural gas (I .NO). is even more capital 
intensive I Ins is bt'cansc' naluial gas hque- 
lies only at \eiy low lernpeiatures, below 

- 16Udegit esrelsius Foi af'-inilliontons/ 
yeai sy.steinlaboul X BCM/y car legasilied I. 
Iiquelactioii plunks, LN(i tankcis, icectving 
and storage tcnninals and a'-gasiiication 
laeilities can lypicaily cost over $ ioui 
billion*’ Because ol this, lor relatively 
short di.stanees iindei about 2,(MX} miles 

- pipeliiK's aie less expensive than LNG 

Strong eeonuiiiies ol .scale e\i.st lor 

nuiuial gas pipelines nioic .so than lor 
l,NG lacilities The volumes economi¬ 
cally transpoitcd by a pipeline strongly 
depend on the pipeline diameter Due to 
(he non-lineai cilcets ot Inction and pres- 
siKi* losses, doubling the diameter of a 
pijie allows for about six times the gas 
How ' Typical transmi,s.sion pipelines 
operate most ccunonucally at volumc-s ot 
atniut 20 BCM/ycar, oi greater at higher 
piessures 

Pakestan has been negotiating w'lth a 
number oi Us neighbours (or gas pipelines 


(see section on ‘Pipeline Routes') How¬ 
ever. all these ptojects appeal to have 
stalled India had negotiated with Oman 
for a deep-sea pi|vline for natural gas to 
western India However, the dauniing 
technical ditlieultics (being (he deepest 
pipeline proposed ever) with consequent 
economic unceitaiiities made the piojcct 
nonviable Theie wcic also leporls ol 
pipelines coming Irotn west Asia (such as 
Itoni ban), hut lliesc protects have not 
taken ofl due to dilficultics on routing 
India prclers a pipeline that would tiavel 
along (he coast ot Pakistan, inslead ol on 
land Pakistan has ie(K>rtedly opposed such 
routes in faxoi ot land-ba.scd options In 
light ot (he pool (Mospects foi gas troin 
(he west, India is icsigned to consider 
LN( i. despite its higher costs In this paper, 
we suggest that a shared land-based pipe¬ 
line lor Indian i onsumeis through Paki.s- 
lan would be pi el ei able lor both coun- 
tiics ** 

This study examines a natural gas pipe¬ 
line (Tians-Asia Pipeline System ot 
TAPS I as a sysieni lor delivery til natural 
gas to both Palisiaii and India Any one 
ol the gas-iich nations ot west oi central 
Asia can lie the supplici In this paper we 
c'h(X)sc lour ol tlie moic promising sup- 
ptiei nations Tiiikinenistan, Iran, Qatai. 
and Oman Figure 1 shows a map ot 
possible routes lliiough TAPS We have 
assumed land-based pipelines to the ex¬ 
tent possible TAPS is expected to cithci 
begin in oi traverse Iran, and then pass 
through the vmthern part oi Pakestan, 
ixefon* teiininatiiig iii India. 

We have niiKleled the flow of various 
volumes of natuial gas paianiettically, 
ba.sed on standard pipeline technology 
The pipeline diameicr is 4X inches, a 
standard si/c, and we assume the capacity 
(actor (oi the pipeline to be 90 per cent 
on average, vaiying between 80 per cent 
and 100 pei cx'nt Table 3 .shows other 


system parameters used in the studies. We 
calculate the toul pipeline length within 
Pakistan to be anmnd 800 km 

Some pipelines are being built to op¬ 
erate at vciy high prcssuies. on tlic order 
of 2,(KX) psi These can do with a smaller 
diameter pipe to maintain a given flow 
rate, hut requirc extra conipre.ssion We 
have cho.sen to model the technology 
similartothat piacticed iii North America 
Bused on our preliminary c alculations. we 
obscivc sinitlat trends for even these very 
high prcssuie pipelines 

We as.sumc that lor any gas passing 
through third-party countries fi e, not the 
supplier nt theconsuinrrt.tiansu tees must 
t>c paid per unit energy** We estimate 
tiansit tees to be $ ()02/MMBtu-l(X)km 
Thus, (ndian consumets will pay Pakistan 
such lees. and both Pakistani and Indian 
consumers will pay Iran (unless Iran is the 
supplier nation) 

The costs shown in Ihe following .sec¬ 
tions uie meant to be tepicsentative of 
realistic values and (hen main utility is to 
sht'w lohust trends from our analysis. The 
exact puces will vary .slightly based on 
negotiation rinancitig, technology, mut 
ing. etc 

rkcsiipplici fuiiums ( I)Turkmenistan. 
Turkmenistan’s reserves are estimated at 
98-l.‘»5 trillion cubic Icci (Tct 28.3 
BCM). unol I icial estimates place the value 
live (lines higher Hie nfticial estimates 
imply a R/P talio ol 82-129 ycais 

Tmkincnistan has traditionally relied 
on natural gas lor a significant portion ol 
Its export eaimngs .Since the bicak-up of 
Ihe Soviet I <nion, Tuikinenistan has seen 
Its pioductioti fall liom a 1989 peak oi 
89 9 BCM/year to about 32 3 in 1995 
I Intel national Iinergy Agency 1993.1:IA- 
C’ABS, .September 1997) It is estimated 
that Tuikmenisian has an existing pnxiuc- 
tion capacity ol 75 BCM/year of gas. 75 
pei cent ol which is available foi export 
IRIA-CABS. Septcmbei 1997]. 

Turkmenistan is cspci tally intca'sleo in 
new expoil toules, as it is owed over a 
billion dollais by tonner .Soviet Dninn 
slates lor gas it exported IWellsih I99(i| 

P 'cause ol this, a was leady to be a partner 
to a piofect led h> the Americ an company 

T AIIII 4 OrMANIt Hroik ikins ior Pakisiak 
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PmiiRE 3 Transmissios Costs iur Gas to India 



Note 'Ihis tigun* assumes thji iiinsuiiiplinii in P.ikislaii is 1(1 HCM^veai, leaving Ihe remainder as 
gloss supply to Iniliu 


Unocal, under the Cs'iitgas Loiisoitiuni 
Centgas has plans to build a pipeline liom 
Turkmenistan Isi Multan in Pakistan (and 
perhaps onwaids to Delhi), traversing 
Afghaiiisian Whileumsiderahle progress 
was made in technical planning. Ihcie are 
serious doubts as to the short-ierni firos- 
perts due to the continuing eivil unrest in 
Atghiuiistaii " Rased on available data, 
we have attempted to model the ('entgas 
Itne as well, to show the prospeeis for such 
a pipeline it it were to be shaied by Pakistan 
andlndia Ourcalculationstoi theCentgas 
line arc meant to be rcpiesenlat i se ul t rcnds 
only, and do not neces aril> leiieel pie 
vailing pnceselsewtieieoreslimates made 
by othci analyses 

The only routes lor Tuiknien gas to 
Pakistan wmild he' thiough Aighanistan 
(0 g, the Centgas line), or through Iran 
(eg, TAPS) 

(2) Iran Iran has the st'eoiid latgesi 
reserves in the world, alter Russia, and 
these reserves arc estimated at 810 Tel 
(EIA-CABS. Maieh l‘)U8) In 19%, the 
production was 2 6 Icf, implying a R/I’ 
ratiool over 300 years However, the gas 
industry is underdeveloped, muc h ol Ihe 
gas >s being used tor icinjcction into oil 
fields (38 per cent in 19%) and some is 
being Hared (almost 12 percent in I9'th) 

Due to depressed oil prices, and iti hope 
ui earning Irom more exports, Iran plans 
to increase its gas output signilieantly 
However, there is considerable Aineiiean 
resistance to any foa'tgn investment in 
Iran’s oil and gas sectors This was for¬ 
mulated into a strict policy dircetive in 
1996 with the Iran-lihya .Sanction Act 
(II.SA), which places sanctions against 
foreign companies investing more than 
$ 20 mtllion in the oil or gas industries 
of these countries 

In spite ot these ciiKicultics, Iran is 
anxious to develop its large South Pars 
Pield '* This held is shown in Figure I 


as the soiiice ol Iranian gas for India and 
Pakistan In addition to being relatively 
neat, gas piped Irom Iran does not have 
to traverse a third Country before reaching 
Pakistan, 'vlucli avoids transit ices and 
rcduees political difhcultics 

(3) Oman Oman has not h(x^n a tradi¬ 
tional playei in ihe natural gas market, but 
IS looking to diveisify its exports away 
horn oil Its leseivcs of 30 Tcl lEIA- 
CAUS, laiiuaiy 1998j result in an esti 
mated K/I'iatiiMil (ust over 200 years In 
ihe iieai teim Oman expects to export 
natui.il g.is in (lie iomi ol L.Nf! A 6 6 
inillicin t.nines |H'i year facility is undet 
developnieni. and most ol its output is 
alteadv can lailed 

(4) (2atai (Jaiar has the thud largest 
iesei\>.s ol n.iiural gas in the world. 250 
Tcl. and a K/P ot around 520 years A 
s|K'cial feaiute is that Qatar has the largest 
reserv es<it mni assiictated gas in Ihe woi Id, 
most ot \i Im li IS m ilu* North fMctcl with 
239 Tv I vl rccovciablc reserves [hlA- 
CABS Mac l•t‘< 7 | Qaiarbeganexporting 
I.NTi 111 19%. aiicl has two LNO protects 
ongoing Ol iiiiiK'iway 

Pr/x'/iiie toutes ITierc arc altcmaiive 
pipeline proposals, including a similai 
land-basi'd pipeline from Iran to Pakhstan 
(and potentiallv to India) This would be 
along the so-called central route, slightly 
noithoftheTM'Sroutcshownin Figuie I 
Another route considered was from Qatai 
to PakLstan along the coast of Iran (Ihe 
Gull south Asia or OllSA, line), tor a 
capacilv ot aboiu 16 BCM/year This 
proiect has also stalled, possibly on pric¬ 
ing issues (fvpii dl sea-based pipelines are 
around two times more expensive than 
land-based pipc'lines (International Energy 
Agency 1994, Kuhe^ta 1996] A totally 
undersea pipeline was the Oman-India 
deep-sea pipeline, which was expected to 
cost between $5-10 billion, for a capacity 
about half th.ii oi a land-based pipeline. 


Wc point out that tiw analysis methodol¬ 
ogy used here is largely applicable to any 
route, and the results will he broadly 
similar. 

The decision on the route to be taken 
for the pipeline depends on die terrain and 
other technical considerations. It is al.so 
subject to policy decisions, such as which 
regions will receive (and benefit from) the 
most ga.s For supplying different regions 
of Pakistan, a proposal to go via the so- 
callcd central route has the hcncfii of being 
able to supply both Smdh and Punjab with 
gas From the Indian perspective, the 
Centgas line would be most .suitable for 
supplying gas to the Punjah-Delhi rcgiorcs. 
The coastal or central lines would be better 
designed foi south Rajasthan, Gujaiat, and 
Madhya Pradesh This western region is 
expected to he a region of high industnai 
growth, with Gujarat leading the way with 
numerous pctnKhemical plants coming 
up that ran consume gas From a policy 
perspective, there are advantages to going 
towaids Gujarat In addition to high 
mdustnalisation (implying latent or even 
existing demand), piped gas can link with 
LNG OI other fuels arriving at the coast 
llowevei, tiiere is greater netback (com 
parative) value for piped gas delivered to 
the Delhi region, as alteniative fuels such 
as LNG amving at the coasts would need 
to be piped inland lor consumption 

The decision on which country should 
he the supplier is also not a simple mattei 
of economics Ulher factors mattci For 
instance, the US objects to not only any¬ 
one buying gas Irom Iran, hut even to 
pipelines transiting through Iran '' Af¬ 
ghanistan, the only other route from 
Turkmenistan, is mired in a iivil war that 
shows no signs of abatement. This makes 
consideiation of any transit route through 
Afghanistan prematurc The entire ivsue 
of gas and oil pipelines routing out of the 
Caspian Sea region has been described as 
the last “great game’ [Smith 1996) De¬ 
cisions on pipelines out oi west and cen¬ 
tral Asia will have profound geostrategic 
implications for the coming decades 

Pm mg structure- Unlike oil pnees, 
natural gas prices are nut primarily deter¬ 
mined by the market but arc subject to 
project specifics and negotiations, and lend 
to vary significantly. We assume a costs- 
plus mechanism tor setting the pnee of 
gas. which IS the norm for most projects 
in emerging economics |Ra/avi 1996] 
While the exact rates ot return required 
by investors will rkpend on the calculated 
nsks of the project, such projects are not 
likely to be very different from major 
powci projecLs in the region It is likely 
that there will only he limited or non- 
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Fnimh 4 Dujvereo Coct i» Gas in Pakistan from TuRKMiiNisrAN (via TAPS) 





Note- This figure shows the pnce of gas in Pakistan foi vanous Ics oK of i onsuniption A shmed line 
implies the rest ot the 20 KCM/ycar sapai it> is used tin tiansinission nnwaids lo India, alone 
implies underutilisation of the pipeline's potential lapacily 


lecoursc rinanciiig available for such 
vetiturcs Based on power projects in the 
area, wc estimate a nominal cost of capital 
os being 16 pci cent Through Icvciage 
with cheaper debt, we estimate equity 
returns on the order ul 25 per cent, which 
IS nut considered very high lor ,such 
piojccts For oui i.dlculation.s we have 
used ns dollars loi both investment anil 
repayments, and have assumed the avail- 
ahililv ot a tax holiday We have .il.so 
a.s,sumed a 15-year an ounting lile, which 
IS at least 10 oi more years less than ihe 
expeited life ol the pipeline 

Wo define the tiansmission costs as the 
total annual costs ot ga.s transmitted 
divided by the volume ol gas eonsumed 
The annual costs consrst ol capital costs 
(to cover pipeline and compicssot station 
costs), gas costs for consumption by 
compressois. operation and maintenance 
costs (fixed and vanable) and transit tecs 
paid The capital costs arc assumed to be 
split p/o tata hciweeii India and Pakistan, 
Fur the set nuns up to delivery points in 
Pakistan, the capital co.sts will be shared 
as pci the negotiated consumption For the 
sections from there on lo India, all the 
capital costs will be home by Indian 
consumers 

In pipeline transmission, the flow is a 
function of the diameter and the pies.sure 
(see f(x>tnote 7 lor a simplified formula). 
Given a fixed diametei, it is possible, up 
to a point, lo increase How ci onomically 
through increased compression. In tins 
analysis, we-clumse diltercnt flow rales, 
and optimise the coinpiessor si/es accnid- 
ingi) I c. Ihe entile compression system 
I. ■ •ptimised for lowest cost flow for given 
loiumes. If a lower volume of gas is 
transmitted than designed tor, that is an 
ineiriciency not accounlcd for. 

Transmission costs are only a portion 
ut the total cixsts that the end-user faces 
In this analysis, we examine only (he 


transmission costs and not the onwards 
dtstnbulion costs Assuming small con¬ 
sumers. the di.stiibuti(>n costs can be two 
or more times the transmission costs | In¬ 
ternational Fjicigy Agency I W4| because 
of the smallei dianielcr pipeline, lowei 
capacity factors, .mil the increased costs 
tot laying a pipeline near more densely 
populated aivas I low evei, we expect much 
ot this gas will hi' u.sed lor powei ot 
industrial production and the plants could 
Ihcieloic be siluaieii in proximity lo the 
pipeline, reducing m viiluaHy eliminating 
disiiibiiiion losis Allcmaliveiy, this gas 
can be led into an existing gas tran.snu.s- 
sion and distiibution ncMwork 

llie oihei niafoi i omponeiit ol delivered 
gas costs IS the cost ot the gas itself, paid 
to the supplici Typically, .supplier nation 
puces aie indexed lo oil or oil product 
pnees While the exact prices may vary 
slightly dcpt'nding on the quality of the 
gas and negotiations, wc a.ssumc an equal 
wellhead price ol )> I lU/MMBtu (oi gas 
from all the lountrics Hstimatcs for 
marginal cost ol gas in producer nations 
are between .5 0 50-0 (lO/MMBtu. indicat¬ 
ing llic suppliei pnee we have used to he 
reasonable 

Many forms ol ownership are possible 
lot such a pipeline, with a stake Iwld by 
any or all of the following; the producers, 
the consumers, a tiansmission company, 
and oil and gas disinbutois. In addition 
to these obvn nis stakeholdcis. such protects 
are targets li>r outside tinancing. which is 
useful given the magnitude of investment 
required, in the billions of dollars Direct 
involvement by governments would .show 
support lot llio profcct. and would akso be 
required lor funding from multilateral 
agencies (Ra/.avi 199o]. Other than fund¬ 
ing. the loa'ign exenange and other guar¬ 
antees that multilateral agencies can pro¬ 
vide arc very useful tor reducing invcsini 
nsks (and thus lowering costs of capital). 


The World Bank has shown explicit 
interest in such projects, both because of 
the leverage they offer wj-a-eu private 
paiticipaiion and due to the non-commer¬ 
cial (political) nsksot such ventures (World 
Bank 19<)6|. 

Risi'i IS 

Figure 2 shows the lost ul natural gas 
transmis.siun to Pakistan from all ot Ihe 
lour possible supplici nations via TAPS, 
as v'cll as based on the C'enigas pipeline 
(which IS ba.sed on Turkmen gas transmit¬ 
ted through Afghanistan) ’I1ic cost loi 
Pakisiani consumers is based on then con- 
suiiiption ol 10 BCM/ycai hxira flows 
above this level are intended tor consum¬ 
ers in India The gas volumes shown in 
tins figure are the initial flows at Ilie 
beginning ol the pipeline. A small fraction 
ot the gas is i onsumed by the compressors 
and this is taken into accimnt when cal¬ 
culating pnees The figure shows that 
transmission costs drop significantly with 
higher flow, with lowest costs for flows 
ovci 20 BCM/ycar This 'optimal' flow 
IS higher than would he the ca.se without 
Indian consumption due lo the benefit ot 
transit tees that offset additional coinpre.s- 
sion costs lor higher flows I1ie main 
factors af f ecting the pnce are the distances 
involved, as well the length the pipeline 
travcrsi's a third country Broadly speak¬ 
ing, thcie are two levels ot prices, .slightly 
higher tor Turkmenistan (via TAPS) and 
Qatar, and lower lor [ran, Ginaii, and 
Cenigas 

Figure 3 shows the transmissum costs 
as seen by Indian consumers for varying 
initial flows. Again, this assumes con¬ 
sumption ill Pakistan is It) BCM/ycar Wc 
can see that the costs arc higher than foi 
Pakistani consumers, especially lor low 
net flows This is partially because oi the 
assumptions made about the pipe, hut also 
follows from a poor utilisation ot the 
pipeline's capacity and transit fees paid 
to Pakistan Wc nonce similar ttemis ri 
prices, with the exception that the ‘opti¬ 
mal' flow IS now tor a higher initial flow, 
about 25 BCM/year. which corresponds 
to 'i gross flow to India ol 15 BCM/year 

Menu s for evaluation The delivered 
c-ixst of gas for both countries is the sum 
ot the supplier nation costs ($ I lU/ 
MMBtu) and the transmission costs Ba.scd 
on these cixsts, for Paki.stani coasumers, 
sharing a pipeline would result in net 
savings ot about 20 per cent, llicse sav¬ 
ings do not include ihc heneflts of avoid¬ 
ing oil imports or value addition due to 
utilisation ol the ga> 

Fur India, the licncfits ol gas Irom such 
a pipeline are measured in coinpan.son to 
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Fibi'iu- ^ Dct ivERLD Cost I# Gas in Pakistan i-iiom CbvruAs (Estimahon) 



L 


Note This figure shows the pnec ot gas in Pakistan for vannus Icsi'Is of consumption A shared tine 
implies the rest nl tlie 2fl BCM/yeor capacity is used ioi transmission onwards to India, alone 
implies underutlliration of the pipeline s potential cjpuLiis 


the pnee tot LNG. which would he avail¬ 
able at coastal regions The ex-terminal 
(post gasitication) price ol LNO is ex¬ 
pected to be in the neighbourhood ol 
$3.6()/MMBtu ISharma l‘W, Inloi- 
national Fneigy Agency IWS], and the 
cost for such gas dcliveied inland would 
be still higher However. LNG has its ad¬ 
vantages in that It IS inhen'ntly stored and 
purportedly more tungible than piped gas 
However, unlike lor oil. no substantial 
spoimarkethasbecndevelopedfot LNG 

Unlike lot Pakistani consumers, the 
bcnclits to Indian consumers arc not due 
to sharing the pipeline but due to having 
the pipeline at all In lacl. as Figuic I 
shows, India's co.sts arc loivei with a 
relatively lower Pakistani consumption 
This IS not to say that there are no lienelits 
from shanng Adding a partner spreads the 
risks, and also adds a market We discuss 
lhe.se in the section on ‘Benelils by Shar¬ 
ing 

In I'lgiiies 4 and 'i wc show the eltecls 
of shanng a pipeline on deliveied <.ost ot 
gas toi varying levels ot consumpiion in 
Pakistan T'hesc uie for gas Itoiii 
1 urkmenistaii via TAPS and via Centgas, 
respeciively f'or these calculations we 
assume tliat the Pakistan consumption cun 
be met eithei alone, oi by shanng a 20 
l)C.'M/ycar pipeline with Indian consum 
ers As expi'cled. when going alone, the 
lower the Pakistani consumption, the 
htghci the costs aa* Howevet. hy sharing, 
the oppivstlc IS true lower consumption 
Icails to lower costs' To separate the cl fects 
oi economics ot scale and transit Ices, wc 
show anothc. pair ol curves representing 
shared pipelines with no transit lees II the 
I'ull-tlow pipeline wcie to tran.smit moie 
than 20 BCM/year. tiie savings to Paki¬ 
stani consumers at inwet levels ol con¬ 
sumption would be still greater. 

We can translate this into total savings 
lot Pakistani consumeis Figute 6 shows 


the total annual costs for the Centgas line 
based on shanng or not shanng a 20 BCM/ 
year pipeline Converting to Pakistani 
Rupees iPRc) iff I US$ = 45 PRe, the 
savings ate in the billions ot rupees per 
yeai To put these numbers in perspccti ve, 
7 2 billion PRc is mure than the combined 
allocation tor health and tood, education 
and training, population welfare, women's 
development and science and technology 
in the I9‘>7-‘>X Pakistan budget 

Bi MI I IS BY Sharing 

'1 he icsulis show clear benefits lor both 
nations Inmi such a pipeline These are 
diiect ccvinonnc benefits, ansing from 
economies ol scale and transit fees, and 
arc relatively easy to quantity. Fconomic 
eunsulerations aic not the sole indicatois 
ot the viability of the project Political 
issues and advantages remain prominent 
and must he addiesscd as well While Iran 
and CoiUg.is iTuikmcnistaii) appeal to he 
the most promising suppliers bu.sed purely 
on comnu'iii.il i onsiderations, other 
i>nitc.s. which might be politically more 
cxitedicnl. aie also attractive. In this sec 
tion, we discuss such benefits ol a joint 
Indiu-Pakistaii pipultnc, as well. 

Tramii frvi,, etonomtes ot scale, and 
other ofHTouonu! benefits: Wc have shown 
in the pci sons section how Pakistani 
coiksuniers save significantly by shanng 
a pipeline opctaimg on higher flow In 
addition to ccoihunies of scale, transit fees 
can be a souice ot significant turcign 
exchange eaimngs Long-distance pipe¬ 
lines oficrale nu a economically at vol¬ 
umes around or ah-ivc 20 BCM/year It 
IS unlikely that Pakistan, in the coming 
years, would he able to consume such 
volumes ot imported gas. in addition, it 
usually takes a tew years for a pipeline 
to ramp up to the target capacity The 
lower the target capacity is, the higher 
would he the penalty fur reduced con¬ 


sumption. Gearing the pipeliiie towards 
full-flow would therefore result in signifi¬ 
cant savings in the initial years of opera¬ 
tion This may prove to be especially 
important given the high costs of capital 
for such projects. Sharing a pipeline with 
Indian consumers would also be benefi¬ 
cial as they would share other operating 
costs, such as compressor losses 

Inc reusedmarketjor natural gas: While 
many would readily agree to the short¬ 
term beneiits to Pakistani consumers by 
shanng a pipeline, there remain questions 
as to long-term benefits, considering that 
Pakistani ability to consume imported gas 
would eventually rise to the point of 
maximum economies ot scale. 

There is an inevitable degree of uncer¬ 
tainty in projections for future demand of 
energy for a country The demand for 
natural gas in Pakistan will be dependent 
not only on economic growth - while 
determining the very growth itself, to some 
extent - but also on the ability of the 
country to pay for the gas Potential demand 
has not always been mi indicator of .sup¬ 
ply In both countnes. there has tradition¬ 
ally been a gap between the two when it 
comes to eneigy 

In the lutuie. if Pakistan needs to con¬ 
sume more gas than a .shared pipeline 
would provide, the logic ot benefits logic 
would apply to turther shan'd ventures as 
well Stated simply, it is chcapci fur 
Pakistan to consume fractions of several 
pipelines than a single pipeline, more .so 
given limited initial demand. Unlike a 
single pipeline, which would he undei- 
utiliscd miiially, multiple shaied pipelines 
could be constructed to match growth in 
demand, and would thus be able to operate 
niixsi efficiently at high capacity 

Multiple pipelines piovide greater 
sccunty of supply, both technically and 
commercially, due to the diversity of .supply 
and. possibly, pipeline routes. Diversity 
of supply IS amongst the most important 
considerations for security of supply 
[International Energy Agency 1995, Bohi 
and Toman 1996] In addition, it is ex¬ 
pected that subsequent pipelines will he 
iessexpenstve,’-'' and would be determined 
more by economic considerations than 
political ones 

Financing issues. It can also be shown 
that just having an extra market improves 
the commercial viability ol such a project. 
It not only provides greater flexibility and 
mom for growth, but it also reduces the 
nsk of default. '^Having the Indian market 
available to investors might result in a 
lower cost of borrowing money. This is 
all the mure relevant considering the 
present difficulties facing the Pakistani 
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Fkhjw 6' Total Annual Costs to Pamstam fdk Natukal Gas prom Obnioas. 
Shamno vs Not-Sharino a Pocune (Armoximation) 



Notf A shared line implies the rest ut the 20 BCM/year capacity is used fui tidnsmission onwards 
lo India dlnne implies undenitili/ation nt the pipeline's potential sapacity 


cconoms 

Pitkistati's debt is iiuw appFoximaU'ly 
‘>0 per cent of its CiD!’ I>ebl servicing is 
buiigcted at 71 0 per cent of the 1998-90 
net fetieiai revenue leeeipts, or 45.5 per 
lent ul the total federal expendtture The 
19‘)7-9h budget provided lot fedeial lev- 
eniies of PRc 326 billion Dcfcnte expen- 
dituie was budgeted ai PRc 134 billion 
and debt set vicing at PRe 248 billion, 
iiitaling f’Ri t82 billion expenditure for 
|usl these two outlays It is pro|ected that 
debt seivicing alone will rise within a lew 
seats 10 surpass total federal revenues 
.Such .soseieign risks do not necessanly 
leUiice investments - the cost of capital 
lust becomes nioie expensive 

It is dilliLult to quantify the savings in 
pioieci financing due to sharing without 
extensive nsk-tetuin tradeoff analyses It 
IS sate to assume even il financing costs 
do not fall, investors will bi* more witling 
to accept pioject risks They would also 
he willing lo participate in such a project 
even wirhoix counter-guarantees for all 
possible contingencies This could speed 
up the implementation of the project An 
additional benelit would be the availabil¬ 
ity of Indian capital lot the pipeline It is 
possible that Indian investments ate used 
locnvci some of Pakistan's initial capital 
co.sts and could be amortised, say, through 
tiansit lees 

Cheaper power for India. The benefits 
tor Indian con.sumers arc also signilicant 
We expect that a primary usei of imported 
gas would be the power sector Many 
upcoming power plants intend to use gas 
or premium distillates such as naphtha as 
lucl Due to limits on domestic availabil¬ 
ity of gas, many projects would rely on 
I.NG. Compared to the estimated ex-ter- 
ininal price of $ 3 60/MMBtu tor LNG, 
gas from such a pipeline winild be 20-30 
pc! cent cheaper I'hc exact savings would 
depend on where the power plants are 


sited, and the costs of .iltomatives .such as 
LNG, naphtha, oi even coal 

Gas through Pakisi.tn would be avail¬ 
able in the wcstei n part of the uiuntiy The 
route .shown in Figuie 1 comes close to 
the existing Ha/iia-bijapur-Jagdishpur 
(HBJ) trunk gas pipeline, offering the 
po.ssihility of intet-connection and divet- 
sity of .supply. The HBJ pipeline is already 
over-committed, underlining the need lor 
more gas. 

If we assume that 10 BCM/year is 
available to India fiom a shared pipeline, 
this volume of gas lould power approxi¬ 
mately 8.000 MW of combined cycle 
power plants This would make a sig¬ 
nificant cuntnbution to the power sector, 
and IS about 20 per cent ot the Ninth Plan 
(1997-2002) target for increase in genera¬ 
tion capacity Indian consumers would 
also benefit Itoin the cheapest additional 
power, as lucl costs .irc the largest com¬ 
ponent of electiicity lanfls from gas-based 
p<iwer [Tongia amt Danerjee 1998] 

Window of oppoitunity The window ot 
oppoitunity lor such a project is m the 
consumers’ favour, with oil prices cur¬ 
rently at what are. in real terms, the luwe.st 
they have been sime the early seventies 
This IS iclevant hecau.se gas prices arc 
typically indexed to nil prices, and mu.st 
ga.s contracts are loi medium- to long-tenn 
supplies (15-20 years) Most forecasts for 
cal prices dunng this period project low 
increa.scs in price [lilA 1998] 

There is an increasing perception among 
developing countries that the economic 
growth ol the west was fuelled by cheap 
and readily available energy If inexpen¬ 
sive I 0 .SS 1 I fuels could be the pnme mover 
tor the prosperity ol the west, it is oiily 
natural ^at emerging economics also look 
fot their own .supplies of energy. 

Iflndian consumers dt' not receive accevs 
to piped gas thiough Pakistan, they will 
be left with no option hut to depend on 


LNG. Once that step is taken m the broader 
economy, there will be less incentive to 
go for piped gas There are already some 
projects along coastal India that opt for 
the LNG option .Such piojects may limit 
investments - and iIk need - for .such a 
pipeline 

Confidenre huddmn mea.\ure Tlicre arc 
not many instances ol laige scale co 
operation between India and Pakistan A 
lonely example is the often iited I960 
IndasWatci Treaty [Khoja I99K| shared 
gas pipeline is an ideal platlonn loi evo¬ 
lution of co-operation, leading to interde¬ 
pendence between India and Pakestan. It 
would also turn out to be an cllcctive 
confidence building measure (CBM) 
There are few arenas as iipe foi co-opeia- 
tion as the energy sectoi Given the huge 
investments and expenditures lor energy 
and inftastructurc in both countries, such 
co-operation lould be the basis foi con¬ 
tinued co-opeiat ion in affiliated (and other) 
fields 

There is precedent loi gas pipelines to 
be built between rountries with political 
differences The .Soviet Union began 
delivery of natural gas to western Hurope 
in 19681 Uavis 1984]. and the pipeline was 
constructed during the height ot sold war 
tensions 

While ajoint pipeline might be a stiung 
CBM. and appears to be cconoiniiallv 
attractive, many believe that this alone 
may not be a .sttong enough drivei lot its 
acceptance They cite that India and 
Pakustan do not trade enough with eai h 
other, annually losing an cstiniaied billion 
dollars While part ol this«. an be alti ibuted 
to the resistance ol ve.xied iiiteiesis • 
especially in the agncultural sector - in 
both couiitiies, we do not feel that this 
argunwnt is relevant foi the pipeline The 
pipeline has virtually no losing stakehold¬ 
ers, and would he a purely economic 
transaction For both loiintiies to accept 
the pipeline, they must stop playing /cio- 
sum game sinitegics as they have in the 
past [Perkovich 19961, the pipeline is a 
win-win prospect 

Poi K > Isstii .s /iM> Cmnit rns 

Pakistan ~ does India tompluute the 
picture ' The savings shown in Figures 4 
and S aic based on varying levels ol gas 
coasumption in Pakistan There remains 
the i.s.sue of what the actual consumption 
might be. both initially, and how it might 
change (giowj ovei time .Some of the 
benefits by sharing arc ba.scd on lelaii veiy 
low consumption in Pakistan II the 
Pakcstani consumption is high enough, 
will It be worth having gas go onward.s 
to India ’ 
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Table 4 siK'>ws one compilatiun of demand 
projections lor Pakistan (Wajahalullah 
19971 We tan sec that the demand pro¬ 
jections vary. espctially in the initial years, 
'fhe 1998 numbers show a large latent 
demand, how much ol the demand tor 
2010 will either he unlullilletl. ot substi¬ 
tuted with another luel. is unknown 
I'o attempt to show what Ihi needs loi 
imports will be it is imjHirtanI to project 
the output Irom domestii. supplies Thcie 
are .st>me reports that show that the do- 
ine.stic supplies have pt'aked. and will 
decline in the coming \eais [c g, 
Wajahatiillah 1997) (ttlk'resiiniatesshow 
that production will not jtcak lot a numbi'r 
ol yeais (c g. Kara 1998) 

One of the iniportani drivers lor g.is 
imports IS tiled as the need to switch lioiii 
the more expensive tiiel oil to iialiiial gas 
for pi>wcr piodik lion According to an 
estimate, one tiillion cubic teei ol gas, 
used III power plants results iii savings 
of 1> I 4hillionot toicignexchangetbased 
onoilal S l8/haireland4()peticntoperatoi 
shuie and gas ai S 2 2VMMBtii) (laulhi 
19981 Tins translates into savings ol ap- 
proximately S.•.‘'(•million loi every “i B(’M 
used to leplace luel oil in powci piodiKtion 
However, we are not sure that all the gas 
imported would result in suih avoided 
co.sls, espeeialiy civen the depressed oil 
prices that aie ptojc ted lot the coming 
years A Iso. i he go vo rn nieiit di h' s not pi arc 
ti.sc ol gas tor leplacement ot luel oil in 
powei plants on a Inch pnontv Ilighei 
prioiities aic given loi the domestic sec¬ 
tor. Iciti lisei produc tiun. high- sivcsJ dtesed 
leplaceineiit in the powci sccloi. and 
kenisenciepl.K eiiK'iil iiilliedome.stic sector 
(Wajahaitiilah I997| In addition, laigely 
due to liiiuied econoniK giowih theie is 
an cxpectalion Ih.it theie will he a shuii- 
leim surplus ol powei limiliiu; inc need 
lor powei (iliiiils and natural gas as iuci 
In addition, no new l.iige Icililisei plants 
iue iindei jilanning (Wajahatullah 1997! 

()ui corn, lusion is that even undci sub 
dued Pakistani demand as piojeited by a 
tew Pakistani analysis it still makes sense 
to !av a pi|x.'linc to Pakistan IIowcvci. 
sharing the pifiehnc would increase its 
commercial viability signiticanily allow 
mg Its lull potential to he utilised sin'iiei 
The lowei the cost ol gas. the less would 
be the possiOle n**ed loi government 
siibvidv Ol iiitcrveniion 
roi the initial years, we feel that 10 
Bf’M/yeai is a rcisonable oMimalc loi 
Pakistani impoits This is 90 jx-i cent ot 
the 1999 97 consumption ol gas (HI)IP 
I998| Siich a volume toi Pakistan implies 
gieai scofK* foi adding the Imlian consum 
CMS to hettei utilise a j'lpehnc's capacity 


There IS the 1 niptession that regardless ol 
the benof its ol .idding India to the pipeline. 
us addition complicates ihing.s and might 
slow dow'n supply of gas to Pakistan On 
the loniiarv. with efiort to overcome 
expected concerns, we argue that having 
Indian consumers as well would speed up 
implementaiiiin ot any such piojecl 
The latioiial policy for Paktslaii would 
be to demand that no steps should he taken 
that make gas in Pakistan more expensive 
oi delay its amval One option would he 
to build a jiipi line to Pakistan, and then 
considci extending it to India us pci the 
availabiliiy (>l spare capacity However, 
such a pijieline would not necessatily 
optimise toi (he higher Hows, and would 
ai co be inoic expensive per unit gas trans- 
IM'iii'd rtiis IS all the more important lor 
the piopo .ed \ eiy high prcssiiie pijicdines. 
wheie dilliient How volumes are hc*si 
served hv dillen-ntdiamctei pipelines (sec 
Ka/a l**9>',lo( samplecalculations) Bused 
on oiii .iiialy and looking at other pipe 
Imepniji’Cis we do not .sec how including 
Indian (l■llsllmels for the pipeline would 
delav Pakisiaiii gas oi make it mi'te ex 
p<'nsive 

liului Si . of Supplv Theie is the 
stioiig jkiciption hy vtme in India that 
a I'li'eline iliioiigh Pakistan would he a 
risky jiioposilion In addition to the cost 
ol ilie pij'el'.iu' list'll, then.' is ihe greater 
invesiment dovvn.sttcam in power and 
iiidusliia! ]'l.iiils to utilise the piped gus 
The fact dial the Indus Walei 'Iiealv has 
held up loi fixer 25 years through two 
wais. should show that a pi|)elinc‘ could 
ttaicseend jiolitical dilfcrcnccs 
'llieiisk.soi disruplioncanhemmiimsc'd 
orcounieu dliv a number ol meehaiiisms 
We expect that much ol the g.is will be 
used toi povvoi jiioduction. in comhtned- 
cve le imwei j'lanls 7Tie.se are olleii made 
to opei ale w illi dual ormultiple luels, .sue h 
as naphtha u oilier distilluics I Ins Ilex- 
ihility is clc'-ii.ihle as insurance against 
supi'iv disiuj'iions and price shocks The 
cost per I (KMl MW plant lor the lequired 
tvpc ol luel oilMisiillatc lot one <Tionth's 
usage woulc' he around $ 15 million (ex¬ 
cluding tiansj'oii ami stoiage) 

Tlie pij'ed gas could he linked to do¬ 
mestic gas networks, which could he ltd 
hy not only cloiiic.stic' gas hut <ilso l.N(i 
It is also posMhle lot gas to be stoied in 
slialegic leseives. many Olit'n counliics 
iiave cxK iisive underground gus stoiagc, 
enough lo; iiiDiiths ot consumption [In 
tctnalional I.nergy Agency |99S| How 
cvoi, such stoiagc lakes years *o develop, 
and is also imi necessarily the optimal 
method lot dealing with slKirt-lerm dis 
ruplions m supply (Flanigan I995| 


At a policy level, gas transmission 
agrccincnt.s can be strengthened by sub¬ 
jecting them to iniemationai frameworks 
and agreements. Indian consumers would 
then not have to worry overly about dis¬ 
ruptions. and would rely on the legal 
framework fot resolving such matters and 
on pressure from multilateral agencies to 
ensure compliance With a numbet of 
countnes and institutions involved in the 
project. It would he difficult to disiupt 
supplies lor political reasons Another 
mechanism would be fui Pakistan to have 
a lakc-ur-pay clause toi the entire volume 
ot gas it there were to he a disiuption ol 
.supplies to India ITiis would be ol interc.st 
to ihe piixluccrs and investois and would 
indue e compliance as Pakistan would liiid 
It difficult to pay loi ihe enliie volume 
without Indian paiticipation. liquallv. 
Indian c'liisumers would he hound to pay 
loi iheii negotiated share ot gas In ad- 
dilion, a supplier nation agieement might 
he so at ranged wheic il then* were any 
unlowaid disruption ol gas .supplies lo 
India. Pakistan’s supplies would also he 
cuitailed This measuie could he loin- 
hined with u take oi-p.iy clause lo secure 
I'toduccis' and investois earnings 

While these steps may aj'peai cumbiM- 
somc icijuiitng many ncgoliuiions hcM 
We'd! Imiia and Pakistan t.ind the oinct stake 
holdeis) It must he remcmhcTed that all 
gas negoti.ittons aic inheienlly complex, 
hut .lie not exceptional oi unrealisahle 

Othi r I mil t-nn While Im.iiu ing such 
a large project is an expccMc*d c oiicern, we 
do not anticipate it to he a major hurdle 
given the huge numbet oi institutions and 
countnes that could he involved While 
some niav view imported natural gas as 
a drain on loteign exchange, impoits can 
also he viewed as an alternative to ex¬ 
hausting dc'tnc'stix leseive.s. which cfnilil 
hc' .stoied loi en'c'igcncies. meeting peak 
[ecjuirements ,ind variations in demand, 
.ind pine llattening Indeed, stoiage is an 
option the I hS exeictses heavily, with about 
1(X) BC’M ol working gas stored under¬ 
ground' Tins IS almost a filth evt its annual 
production |ILIA-(‘ABS. Apnl 1998} 

One other issue that needs assent is the 
inclusion ol Iran as a supplier, or even as 
a tiansit route This is an independent 
IS.SUC, which needs resolving, hut is not 
seen as central to India and Pakistan 
collaborating on a pipeline 

Discission 

Many people wc have held discussions 
with think such a pipeline is a good idea, 
hut the prospects lor its becoming reality 
arc* bleak, given the legion ol outstanding 
dillcrcnces between the two nations. To 
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US, this is the biggest obstacle, that dis¬ 
cussions over a pipeline could be held 
hostage to other unrelated issues. 

This pipeline will not be a panacea for 
the ills of the peoples of hMh nations 
Many promising venturc.s fail because too 
much importance is placed on secondary 
benefits. For Pakiisian to benefit economi¬ 
cally. all It ha.s to do is allow a pipeline 
to continue onwards to India 
When a,skcd how politically viable trans¬ 
mission ol gas through Pakistan to India 
IS, the Paki.stani petroleum minister. 
Chaudhary Nisar Ah Khan, responded- “1 
think It IS totally viable, there is not the 
slightest doubt It is basically a political 
decision which we have to take, but onward 
lian.sini.ssion ol gas from Pakistan to India 
IS not only viable but very 
convenient bconomically. physically, it 
IS very lea.siblc’' [WCiI 1997] 

A ma|oi pcrspc'ctive Inim which deci 
Slims should be' made is economic While 
the exact savings will vary with specilic 
details yci to Ix' worked out. the trends 
we have shown are robust The savings 
possible ato enoi mous, not to mention that 
It might losici a new ciu ol co-opcration 
between the pvxiples ol both countries 
Gandhi has said "Poverty is the worst 
loim ol violence" "riuly, this statement 
iiiptuies the link between development 
and long-ieim (leace 11 both countries put 
ihcir political will bc-hind sue h a pipeline, 
c(Mis(iuciioiuould begin sometime within 
this millennium 

Notes 

11 liiv icsean h i, suppoitoil hy ihc W Alton tones 
I iiiiiuljlion and iIk- dcpailiiicnl ot ciiginecnng 
and publii. poliiv C.unegu' Mellon llniveisity 
W'l. have benrlited (roin discussions with 
iiuineuiiis colleagues, f.oicnimcnl utftiijis and 
indiisiry spee > ilisis. many ot whom wc sue untihle 
Id foinullv acknow'ledjic We eiaiefiitly 
ae knowledge ihe diseusemns with .uid coiniiicnts 
liom George I’erkovich Benoit Moicl, Shyaiii 
.Sunder Changer M<irg;.ii James Icnscn. Shinn 
luhii-Kheli Hilal Riiiu. Vijay Kelkai. Vaqar 
Zakonu, R P Shaima anil M K Narayanan The 
aulhois an* lesponsible toi Ihe contents 
1 hi> analysis wras largely perlonncd before the 
iiuilear tests i unducted hy India and Pakistan 
While ilK-se might cieate shoit-ieiiii hairicrs lo 
euiniiiuniealion and co-operation ihev do nut 
detract tioin either (he am active hencfils ot such 
a pipeline, noi tnim Ihe need for discussion about 
this Ol other lotnis of eo-operation In fact, with 
ecunoiiiiL sanctions coming into fiua*. it inighi 
induce both euuntnes to liMik tor new methods 
I it saving on uitiastructua- expenditure and lorcign 
ixchange A pipeline pmject would not only he 
all that, but ii will also he a meaningful, long- 
(citn avi'nuc lor co-nper.itinn ] 

I This number is sigmlicontly lower than Ihe 
reserves listed at Ilie end of 19% 690 BCM 
h IS unvleot what has led to this downward 
revision in estiinutcs 


2 Dunng the Eighth Plan (1992-97), the 
anticipated need for increase in capacity was 
48.000 MW. excluding captive power The 
resoua-e-based Plan latgei was 3U,5.U MW. 
but the actual incieasu leported by (1997) 
was only 16.422 47 MW 

3 Ouelothelikely surplus of power in Pakistan, 
coupled with the liquidity and foreign- 
exchange discs then: were moves towards 
exporting power lo India However, these 
were put of) due to political differences In 
addition, we expect any surplus capacity is 
likely to become a shortfall over time 

4 IPPs in Pakistan aic bound lo buy fuel ml 
from Pakistan .State Oil (PSO) PSO is not 
passing on the reductions in fuel pnccs to the 10 
IPPs, II IS ihougiii that ihe ‘savings' fnini 
cheaper oil uic used to fielp the govcmmenl's 
balance sheet insie.id Recently, Ihe Pakistani 
govemmcni tiHik siiong aciton agamsi many 
IPPs accusing iliem ol coiruption (which 11 
could be a valid (xtusc lor cancelling the 
eontiocts) |Salceni I99K] Wlulc sonic IPPs 
have‘solunlonlv olleKillomduceelecliicily 
pnivs. they cili thi high oil pines tfa-y face 

as a barnrr to lowiinr the tariffs (Ahmed 
19981 

5 This I.V Ihc net Olicieiicy. ba.sed on higher 
lieaiing value I Ins is iiii|H>rtani as in soulh 
Asia many quotes jic foi gioss output, which 
con be <1 few pcrci iii higher (iiinie so (oi coal- 
based powei) I he net output (andcflicienc v) 

IS lowci hec.iusi ol iln- in-plani or so-called 
aiixiliaiv consumplioii 

6 Based on (ypii al Miiges (of cutnpoiicm costs 12 
[iUA I‘t97h|, wi tstiiikiic on LNO cliain ol 
ahove si/e and iiiiHleiate uaiisii distance uisis 
helwecn 3 V amt 7 ** billion dollars 

7 .’vlany nniueni luiniuim; are vanants ol tlx; 13 
Li.ulitioiiaI WeviiHHiili toiniula 

I 

Q ^ 36')2(iil'"‘y 

Q a cubic leel ot g.is pci hour, slundani gas 
ptessuie KiniK-iatuie, ami spccilic 
gravity 

d - inlemal diaiiielrr ot pipeline, inches. 14 
L - length of pipe, miles, 
p, -- inlei picssuie pounds pel squ.ue inch 
absolute 

|i, - oullei piessuic, ixiunds per squan; inch 
absolute 

More praciicahie loiiuulae lor modem Itans 
mission systems iiklude ihe modificaf pan¬ 
handle foiinula, which IS whai is used in out I $ 
analysis [.Specificaiions fin the pipeline ate 
taken from iungia's PhD disseitation 1998) 

8 rhete are ic ports ol potential iiuptiits fiuin 
gas fields III Bangladesh, as well os fuitlier 
ua.st (Myaniiiai) However, Ihe leservcs .uc 
iciaiively iiiodcsi and such pipelines would lt> 
only supply g.is ii> the cosiern ptiilion oi 
India WillKiut waiting forthcscdevelopinenis. 

a niunbci of loinpanics ate establishing f.NG 
tcnninals along iIk coasts ol India as a quickei 
method ot oittainuig naiurol gas For example. 

Enron intends to use LNG toi the .second 
phase ot Its DahhnI power pioiect Such LNG 
terminals would not necessarily compete with 
piped gas for cusiuincis Even to the extent 
any LNG icfmiiuils serve areas neara pipeline. 

Ihey would oflei divensity of supply, which 
IS desirable 

9 For ihis analysis, we assume lhai l,(KK) 

I standard) cubic icet of gas has energy c (intent 


of I MMBlu In practice, the relationship 
depends on the qu^ity of the gas, including 
how much higher hydrocarbons (such as 
ethane, butane, etc) are presenl EIA (1996) 
data indicoie ihot drv gas liom Iran has the 
greatest enetgy conicni pei unit volume 
Iranian gas is also extiecied to have natural 
gas liquids present, which will raise its energy 
content even futlhei Howrvei. these counity 
specific values .ue mil being used in the 
analysis as the exact values will depend on 
the specific field ol gus In this |ia{H;i we use 
the accepted appmximaiion as given alHive, 
and freely convert hetwe en voIuiik' -uid energy 
contaiix'd thciein 

There is no sinndaid formula lin dctcimining 
transit lees, but the value we have chosen 
appears leasonable based on available reports 
for such proiccts i )lten. payiiK'ni is imuk- in 
kind (I e as gas) instead ot in hard cuiiciiiv 
Based on dciaits nl the f 'entgas ncgoliations 
that have bc*en relc.ised the delivered pnee 
in Multan is supposed lo he hc*tween $ I 6^- 
2 OS/MMBlu indexed to oil pncTS (Rashid 
19981 This IS a lavourahle (irice ioi Ihe 
consiiiiieis hut it appeals lo he low foi Ihc 
suptihers and transpotiers .Such prices .ippeui 
more leasonahlc lot highei flow volumes 
than vurienlly ncgoliaied b\ Hakisiaii In 
jidflitioii, UniKal. Ihe lemlei nl (la. I'enigas 
coiisoitiiiiii. IS being surd by iIh' Aq'rnttncan 
(inn Biid.is which .laiiiis lights lo Ihe 
Turkmen gas Ihal is to he iransporlcd in 
I'ukistan 

1 he South Fais tield, i onlaiiimg an 'n,limaicd 
12K Ti I nl ni'o iissociateil gas is ,ui csteiisioii 
ol (2a(,u s North f-icld Tins ts ae .uldrtinrinl 
reason Iran would wtsli in tap tins licid sonii 
There are mixed signals iliai have been 
emeigtng lioiii the US adiiiiiiistiarioii Wlien 
Total (hraiicc), Garpinm (Russia) and 
l'e!ionjs(Mal,iysiJ),aniimiiicrdlh,u(lies weie 
investing in liaii’s ntlshoie ga', fields, atlci 
wavering lor some I line tlk‘ I IS aUiiimtstialioii 
decided to waive ihc s.iiu.(ions that ll.SA 
would have ici|iiiied liUiiiiut 1998) 
i N(i IS not as flexible ns it inighl appear Due 
to the higii capital costs most liquelaclion 
caiucity IS coniniilicd to long temi contracts 
Facilities ate typically not built willuiul a 
buyer in mind While some aiiiounl ol suiplus 
caikicily exists, ii is esiitii.ile(l that s|hit nodes 
■iccount for only < (lei u-iil nl ihe nuiikcM 
(Antk'rson 1 1011100 c'l al IW?) 

The first oi a kind pipeline i' always expected 
lo he mor- ex|H.‘nsivc partKilly tx-causc ol 
uncertainly in opc-ialing p.iranieleis I'aiuic 
pipelines also benefil ironi rediu ed suncyiiig 
and Right-ol Way i barges Thev tan also 
henciil Irom slMied coiiipicssoi si.itions 
A smiplilicd slalislical example will show 
how tins might work Assaiiie that the 
Haki.stani demand will likely he' F‘ and ltidi,iii 
deiiiaiid T These will also have ii vanaiiie 
Vai|P| and Varll), respeclivelv If we assuiiK 
that Ihc Iwo dciiunds an- .101 m,illy disli ihiilcd 
then the variance ot the sum will he* 

Vailf + IJ = Var|P| ■» Valid * A'ovailP l| 
A.ssuniing that (he dcinaiiils in the two 
countries are indcjienJeni the last leim tli.ips 
to .'CIO With this Ihe siaiidard vieviaiion ol 
the sum ol the outputs (ff|P + l|) «l''cadscs 
hy the laclor ol (hen square riKUs (in relai've 
tciins) This can he seen as 
tl(l» s l| - v/(Vai|P4l|) vio'iPl ♦ o-ld) 
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{Continuing the example, assuming P s I, the 
flow for both natiiin.s together would he twice 
the Pakisiani flow but have only V? the 
standard deviation 

Iheie IS a flaw with this siinphried analysis 
III that It requires the lovanance of the two 
demands lo he /eio i c the deiiiaiids to he 
mdependeni ol each otliei What iniluenLes 
demand'’ A icasnnahK answet is ovriall 
cconomK gniwth Cuven the liiiiiled iiitei 
actions between the two nations' eionoiiiies 
the assumption ol indepcndi'nic I'an fx' a 
satisfactory approsiiiiation We have also 
assumed normal disinliulioiis toi both nalioiis' 
deiii.uids wliiih iiiighi be eonscivalive TIk. 
greater the unceitainly in their iiidisuluul 
demands ihe greater would be the benelits 
lioiii combining iiiaikels 

17 This electrical cnpiKitv assumes that tlic gas 
IS available as per the instantaneous denioiid 
In reality lo ii).aih ivsik lo.uls alternative 
suppiv should ht av,iilnble oi thcie must he 
balaiiieil load sh.it ing 

IX Siniilai stjieiiKiits have been made about Ihe 
('eiilgas pqieliiie conlinuing on lo India At 
.1 ptesenl.itioii in New Delhi hv Unocal. Ilie 
Piikisi.iiii peiioli iiiii and iialiir.il gas secretaiy. 
fiulfara/ Ahmed coiimieiiled. "This pioposal 
amis ,ii icgioiiallv and optiiii.illy hiiiieiiig gas 
lioili .1 iieaiby siuirvc to luilh couiitiies by 
exploitingllK'ccoiioiiiiesol scale Fhedeliay 
ing ol cost hv both coiinlnes would lesull iii 
a w in w III situation loi both and in Ihe piocess 
idso provide a itiarkel lor the gas ol Ihe land 
locked rurkmenisi,in' ISrinivasaii l*)‘)7| 
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DISCUSSION 


Debate over Science: Moving Past Politics 

of Nostalgia 

Meera Nanda 


IN a number of interventions spread out 
over the last two years. Gceta Chadha has 
taken issue both with Alan Sokal and 
myself ovet our opposition to post¬ 
modernist and post-colonial critiques of 
modem science.* She has followed the 
debate with a great deal ol perseverance 
and passion. She has raised serious 
questions, which deserve a serious 
lesponse In what follows. 1 will try to 
respond tnhermost rcc enl criticism (EPW, 
November 21, 1998) oi my mo.st leccnt 
e.ssay in£/^W(April IK. 1998). Alan Sokal 
Will scpaiateiy address the issues ('hadha 
hrs raised regarding Ins well known parody 
ol post-modernist science critics 
First, relatively minor points about 
m> alleged tone and intent As for the 
U'nc, Chadha chaigcs me with “ovei- 
e ithusiasm” in suppoti of science And as 
lot my intent, .she rciluccs my position 
merely to a backlash against the pup'eyors 
ol the “politics ol nostalgia”, namely, 
Natidy, Shiva, Alvares and othci assorted 
romantic traditionalists 
If 1 appeal “over-cnthusiastic” about 
science the problem, 1 contend, lies not 
with the content ol what I am saying, but 
with the context in which this debate is 
taking place Given the total, hypcibohe 
and neat-hysterical att,icks on science and 
modernity that have come to form the 
common ^^nse of a large and inlluenttal 
section of India’s “proga-ssive” intel¬ 
lectuals and social mo vcnient,s, any del cnee 
of .science, however qualified and nuanced 
It may be, runs the risk of appeanng 
uncritically eelcbratoiy. Indeed. Geeta 
Chadha herself provides a good example 
of the kind of inflamed rhetoric that 
provides the backdiop of my intervention 
in the .science debate. Take, lor instance, 
her very reasonable que.siion' given the 
fact that science and technology have 
become a leason of the modernising state, 
should the left-progrc.s.sives continue to 
give science a clean chif' But in a move 
charactenstic of the genre of science 
ciitiquc that Sokal and myself are 
concerned with, she frames the science in 
que.stion as a "package deal” of the kind 
between "electiicity and .Au.scbwitz", and 
iollows It up with references to "genocide” 
and “totalitarianism” of development in 


India. Given the 1 act that Chadha, following 
Helen Longino and other feminists .she 
cites so approvingly, insists that the content 
of scientific knowledge is co-constructed 
with the political context and cultural 
values. It IS hard to sec how she can salvage 
any content or rationality of science that 
IS not forever tainted by the memory of 
Auschwitz and othet ctimes against 
humanity. How can this kind of over¬ 
wrought, diabolical Iraming ever admit or 
even imagine a clean chit tor science’’ 
l)oe.sn't the frame lorcclose anything hut 
a mo.st fervent condemnation ol science 
and technology’’ Is it any surpiise at all 
that Chadha should find my plea for 
a continued relevance of modern .science 
III the cultuial tianslormation ol the 
brahmanical cosmopolis as “ovei- 
cnthusiastic”’’ 

I could, at this point, go on and tenet 
out passages Irom my essay in question 
th,U I am by no means aiguing lor a view 
of science as some kind ol a new-left 
religion, nor I am beating the dnim lor 
progrcs.s-forevei Who in the right mind, 
at the end of this long and bhaidy 20th 
century, would w.int to checi lead the troops 
onwards and upwaids’’ Who can, alter the 
Gulags, dream utopian dreams’’ What 1 
have been arguing against is the philo¬ 
sophical logic and the political lall-out of 
the genre of total critique of scientific 
reitson that has bniught us to the point in 
India wheie all we ore left w’lth are our 
vaunted traditions, an injunction from 
the high priests oi Indian social .sciences 
not to cniss the Lakshman rekha ol “our 
own" ways of knowing, and a far-from- 
convincing defence of new traditional¬ 
ism from Chadha and her feminist- 
epi.stemologist allies that “cpistcmic 
relativism ...need not be ...as damaging as 
made out to he ” 

Before I move on to more sub.stantive 
issues, let me bi icfly set the record straight 
on the scope and intent of my critique of 
the cnlics i.f science. For no fault of her 
own - for she has not read my entire 
oeuvre - Chadha patronises me by 
assuming that 1 am only reacting to the 
likes ol Shiva and Nandy. True, I have had 
to spend more time and energy demysti¬ 
fying Shiva becau.se of the influence she 


has had on the ecoleminists, larmers, and 
swadeshi movements at home, and because 
of the iconic statuie she still has. despite 
.some rumblings of discontent, in women’s 
studies and .science studies in the west. 
Yes, I single out Nandy because of the 
leading role he played in the scicnlific- 
tcmpci debate But 1 hasten to assure - or 
discomfit’’ - Geeta Chadha that I have 
far bigger fish to catch, .so to speak, than 
the tired old nimantics like Nandy and 
Shiva 

In my forthcoming book, provisionally 
tilled Hrophels Facing Backwards - Fast- 
modernist Critiques ofSiience and New 
Social Movements in the Post-Colonial 
World, I challenge the performative 
contradiction that underlies all genre of 
immanent critique, be it deployed by 
romantic or ciitical neo-Gandhianv fthe. 
“new communitaiians”, as Sarah Joseph 
has called them rcecnlly in the page of 
F.PW), Foucaultian post-colonialists and/ 
or Foucaultian post-developmcntali.sts. 
post-colonial di.scourse analy.sts. Iemim.st 
standpoint epistemologists and all other 
derivatives discourses of post-modernist 
social theory m the west My target, in 
other words, isthcentiiegcnieoi immanent 
siK'ial ciiticism that reiects the historic 
bleak in human knowledge heralded by 
the scientific revolution as a western/ 
curiiccntric/colonial and patriarchal 
"metanarrativc”, and turns to “local 
nanali ves” lor legitimating an “alternative 
modernity” grounded in “our own” con¬ 
ceptual categories and ways ol knowing. 

I argue that all pniphets ol alternative 
model nily. a.s long as they i eject as 
noi matisc the pnigressi vc and scculansing 
differentiation of fact-value, nature- 
culture, positivc/analytical mythopoetic/ 
as.sociativc knowledge inlnxluccd by the 
institutionalised .sccptici.sm of modem 
science, end up lacing backwards C, as 
Habermas put it, "posl-m«xlemity defi¬ 
nitely presents itself as anti-modcmity”.^ 

Yes, I agree with Chadha, all critiques 
''f .science aic not anti-.science To attack 
any criticism of science as an in.stitution, 
a way oi knowing or a btxly of knowledge 
as rcjectionisi or anti-scicnce will indeed 
amount to a conservative backlash again.st 
feminists and all other cntics who have 
asked some extremely pertinent quc.stions 
about the role of science in perpetuating 
sexist and onentalist ideologies Censoring 
all criticism of .science will amount, 
inoieover, to a dangerous dedication of 
science which will be counter to the spirit 
of scu nlific inquiry which grants nothing. 
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not even itMsK. an immunity from further 
testing 

Bui those critiques of sciem e that deny 
the legittmncv of the wry ideals and goals 
of scientific knowledge, as we know it. 
cannot hut he anti-scientific Dnfortu- 
natcly. even tluiugh some may want to 
hack-pcdai and deny it. feminist episte- 
mulogists, posicolonial intellectuals and 
other a.ssurtcd critics ot “colonialism ol 
the mind”, have foi loo long led thi.s kind 
of an attack on the vciy logic and rationality 
of science as being inseparable from the 
culturally derived conceptual gtids, 
civiicsational assumptions, gender and/or 
national identities of the knoweis. It is 
this, supposedly “radical” denial of the 
very possibility ol a self-rcflcxive and 
piogres.si vely less value-laden science that 
I. Alan Sokal, and othei critics of post- 
modeinist/social constructivist trends are 
concerned with At the same time, we 
remain committed to holding scientific 
ideas, institutions and scientists themselves 
to most exacting hut reasoned critique for 
their role in institutions and agencies that 
promotecsploitationol nature and people, 
militarism, racism To rcxluce out critique 
ot the critics ol science to a conservative 
“backlash”, as Cieeta C'hadha and other 
partisans ot .science studies both in India 
and ciscwheie have done, is to mis¬ 
understand out intent and to willully turn 
a blind eye to the substance ol our ci itique 

Very briefly, what is this perlormutive 
contiadiction that turns the dreams ol 
alternative/post-modernity into anti- 
modeinity'' It is simply this (to take the 
challenge Jurgen Habermas posed to 
critical theory). how can there be a cntical 
theory o| siKiety when reason it.self is 
identified with the urge to dominate? Oi 
as Ambedkai put it lur more simply 
and long before Habc'inias- “Reason and 
moiality are the two most powerlul 
weapons in the armoury ol a rcformc-i To 
deprive him of the use of these weapons 
IS to disable him lot action It is my 
contention that post-modernist and social 
con.structivist theories ol knowledge 
reduce rationality and truth to a matter of 
local knowledge, consensus and cultural 
forms of tile and thus, in elfcet deprive 
the subalteni the means to question these 
very local knowledges and forms of life 
that arc a source of their opprc.ssion It is 
this deeph flawed unde riving logic of 
situated t ntu ism, and not the progressive 
intentions ofthecidtunilistleft. that makes 
the latter an unwitting bedfellow of the 
religious right. IdoncU doubi loi a moment 
that the critical traditionalist left is in fact 
strenuously opposed to the cultural 
chauvinism of hmdutva and the murdennis 


politics that lollows from it. But their 
deference to tradition as theonly legitimate 
source ot knowledge keeps these critics 
tethered to the same ideological grazing 
grounds as the herd of hindutvawadis. 

But enough about my largci project. Let 
me return to my mam purpose, that is, to 
answer the specific issues Chadha has 
raised. Hei critique follows a double track 
First. she]uxtapose.s my “over-enthusiasm” 
forscience with Shiv Visvanathan's hyper¬ 
critical reading oi thedismalroleol science 
and technology in our more than 50 years 
of maldevciopment in India. Having 
disposed ol these two positions as two 
extremes, she proceeds to present her own 
qualilicd deleiicc* of anti-cniighlenmcnt 
ideas and epistemic relativism as the 
middic-ol-the-road solution for science 
studies and social movements in India I 
have serious misgivings about both these 
tracks 

Let me begin with her “simple juxta¬ 
position” My problem with it is that it is 
well, t(K) simplistic By holding my defence 
oi science <is a niirroi image to .Shiv 
Visvanathan s radical refection ol it, 
C!hudha simply assumes that I am iiiiwil ling 
to entertain any ciitiquc of science oi that 
1 am unwilling lo see that there are genuine 
problems with die way science and techno¬ 
logy have been deployed in development 
projects A<.(.oidiiigtoChadha,1 see Indian 
science cntiLseillK'ra.s mimicking western 
academic *ashions or as indulging in 
nostalgia But she claims that I fad to see 
that the .souices ot disenchantment of ttie 
Indian criiics he in the “history of the 
Indian nat ion state" and its failed develop¬ 
ment policies She then offers Shiv 
Visvanathan account ol his own dis- 
.’nchantnumi with “science, seculansm. 
developnieiil. i.-asun and progress”, as 
“sociological evidence” to show that I do 
not understand t he IcKal sources of science 
critique in India 

lliis caricaiuie of my position is doubly 
unjustified I'lisl. I clearly and repeatedly 
applaud and supfKirt the anti-.scicnti.stic. 
anli-technocrntic and humanistic imfiuLsc 
of the critics ot .a lence. I credit the cnlics 
for“insistingthaiiticvoiccofthcdisplaccd 
he heard, that culture not always give way 
to technocratic leason. ." (p 918) I 
repeatedly insist that “science must be 
sciutmised for it's ideological hia.ses” 
(p9l5). It IS hy no means the case* that 
I arn blind to. or I minimi-se, the dangers 
of letting science liccome the reason of the 
state. Indeed, as a one-time journalist- 
acti vi.st. I have niyselt produced a sizeaMe 
volume ol critiques of top-heavy develop¬ 
ment initiatives, and have actively sup¬ 
ported development alternatives * When 


I criticise the critics of science. I am most 
emphatically not challenging their unease 
and disenchantment with what has passed 
as development and modernisation, 
although 1 do sometimes challenge their 
evidence and their analytical acumen. But 
what I insist upon challenging is the 
widespread tendency among Indian 
scient'e critics to read maldevciopment 
into the very rationality of science itself, 
to make the often highly exaggerated, 
unsupported and ideologically biased 
claims of 'failure' of development as 
somehow inherent in the reductionist/ 
instrumentalist, western and masculinist 
rationality of science itself. 

That IS why 1 find it highly ironic that 
Chadha would think that Shiv Visva¬ 
nathan's entique of development will 
provide “sociological evidence” that 1 
demand lor the local roots of disenchant¬ 
ment with science On the contrary, Vtsva- 
nalhan's compendium ot the ills nt 
development that Chadha cites is very 
good example oi what 1 think is wrong 
with the left’s critiques of science and 
development Highly complex, multi¬ 
faceted developments, from the F,nier 
gcncy, to the l)elhi riots to the Naimada 
dam ~ and yes. both Visvanath and Chadha 
forgot to add the ga*en revolution* -- ai>' 
read as an unfolding oi the “geniK'idal”. 
“totalitarian’ iclos ot scientific reason in 
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the Kfvice of a muideroas. modernising 
state. I have examined m details the 
theoretical bankruptcy anden^irical blind 
spots of this style of development cntique, 
as it relates to the green revolution.^ 

The i^ilosophical problem I have with 
the kind of critique Chadha holds up as 
a ‘‘conective” to my work is as follows 
This gena* of criticism, in keeping with 
the broadly post-modernist, anti- 
enlightenment trends, allows no relative 
autonomy totheiwtenrof scicntilic ideas 
and technological innovations and the 
political context of their u.se' the poliUcal 
consequences of di.spiuceinent and oppies- 
sion are seen as built into the content and 
logic oi science or modernity it.sen 
Furthermore, these cntirs sec the histone 
■ ill in the traditional, largely Hindu, 
cosmopolis introduced by forces of 
modernity, however uneven they ate, as 
a iiarrativcof loss ^nd fall from an onginal 
slate of whole and healthy communities 
While sunK' among this genre ot cntics 
may be explicitly roniantu. about the past, 
nostalgia IS ncithei ncce.ssaTy nor sui ficicnt 
for this position What is fundamental to 
ihis position IS a belief - deeply resonant 
with post-mixlcinist theories in the west. 
It not explicitly dciived Irotn them - that 
the very (.ntetia ol tationalily, piogrcs.s, 
and indeed, well-being are relative tis the 
social context and eultuial assumptions 
Heeausc the crilics attempt to measute 
development aguin.sl the eiitena ot well¬ 
being, sociability derived from the niotal 
eioiioniy oi traditional ''cuminunities'' - 
who.se integrity and continued survival 
they are committed to- they tend to entirely 
ovcriixik. OI at least seriously minimise, 
both the constraints lhc.se communities 
imposed on its members, as well as the 
real opening < tor improvement of welfare 
and personal freedoms that is a possibility 
ot m(Klcint.salion. In the prtxress, not only 
do they not feel anv need to put their 
ideological assumpiuins regarding ihc 
purported “crisis of mixlcmity” to the lest 
ol evidence form the ground, they .scnously 
misread the aspiiations and demands 
tor the fruits ol nuxiomiiy by ordinary 
people ** 

Take for instance, the lest item on 
Visvanathan's list oi the sins of modem- 
isation, namely, the Narmada dam, which 
he equates in his txMik with the "banality 
of evil” Narmada dam is undoubtedly a 
complex issue and equally honest and 
well-meaning paiple can lake opposite 
stand on its desir^ility: concerned and 
devoted acti viiUs liketliose associated with 
ARCH-Vahini and indeed a signiflcani 
number of the affected tribal groups 
themselves have taken a stand in favour 


of (he dam.^Butthe radical critics foreclose 
any reasoned discussion of why even the 
affected people may find thedamatlracti ve, 
provided they arc ensured a fair part ot 
the benefits that can accrue from it. Instead. 
Visvanath trivialises the very rationale for 
the dam by reducing it to “progress and 
electricity’’ and gives it a sinister turn by 
callingit an“cvir' Such a framing impedes 
an even-handed, dispassionate - dare I 
say. .scientific- investigation of the mcnls 
and demerits ot the dam It also, inci¬ 
dentally, hides iioin view the undemo¬ 
cratic. strong-arm tacticsof the ‘tiandhian'' 
opponents ol the dam.** 

The relevance ol tlic debate over the 
ilam to the is.sue at hand is this* where docs 
this framing device of flic Natmada-dam- 
as-an evit denve from*' It you cam to 
deconstruct the argumentsot the opponents 
of the dam, they rest on a philosophical 
assumption that an alien and unhealthy 
notions of 'prugicss' is being imposed 
upon the indigenous people, whose cultui al 
rights to then own traditions and 
knowledges aie being dc.stroyed I'll 
repeat, this kind ol i ritique need not he 
explicitly no.staIgi(. - tlic critics can admit 
that the past was far from perfect What 
they deny, howcvci, is that a confrontation 
ol local knowtedi'cs and motes with 
modern ideas, techniques and litcstyles 
has anything posiiivc to contribute to the 
litc-opportunilies III those affected That 
contronlation is seen only us a lo.ss and 
as a disaslci 'Hns assumption is not allowed 
to be put to a senous sociological invc.sti 
gallon by the cntics. or more accurately, 
this presumption again.sl change is held 
despite sufficient es idcncc to the contrary, 
some coming Irom the .supposed ’victims' 
of the dam I tsell ** It is this kind of uncntical 
a prion prcfetcncc lor local knowledges 
and traditions as adequate enteria for 
development that I question 
Take Vandana Shiva’s critique ol the 
green revolution as a viurcc of violence 
again.st women (and men, Ux). if you 
include her critique oi the GR as a .source 
of the ethnic separatism in Punjab) '^Sht va 
opposes Ihc GR and the increase in the 
participation of rural women in the wage 
economy on the grounds that it breaks the 
.supposedly harmonious, co-operative and 
nurturing relationship rural women have 
with nature and with their communities 
The mural economy tit the peasant. Shiva 
insists, valut.s women's unpaid work in 
Ihc larm economy, prepating manure, 
feeding the cattle, weeding and the like 
Again, it IS only when ymi hold the moral 
economy oi the peasantry as truly moral 
~ that is, capable of lairncss, justice and 
autonomy - that you can hold ii as the 


criterion for judging and discarding the 
transition from a private to a public patri¬ 
archy that isgotngon in the Indian country¬ 
side as a result of the green revolution." 
lt.r/wM/Jmanci to anyone who calls heiself/ 
himself a femini.st that the so-called moral 
economy, and the place it assigns to 
women, has been a ma|or contributory 
factor to neaily all the indices ot female 
neglect and subservience in our society 
It .lArw/dmattertoanyune who calls herself/ 
him.sclt a secularist that .Shiva and others 
ass(x;iated with thccvolcminist inoveinent 


are well regarded by, and wi llmg and active 
participants in neo-Hindu organi.sations 
closely linked with the hindutva pan vat '' 
It .should matter to all those who call 
themselves progicssive that highly 
patriarchal, largely uppei-caslc. land¬ 
owning tanners' movements can so easily 
co-opt ecofemmist and anti-irapenalisi 
rhetoric, while retaining women within 
the tiaditional family sliucturc and 
while (at least one ol them) voting for 
iheBJP” 


The underlying pioblcm is that the genre 
ot science-ciitique that we are examining 
has decided - based upon highly 
ideological and untested assumptions - 
that It IS the diskx:attons of the tiaiiitional 
commumlies. l/icir social mines and their 
ways ot knowing that is the real .source 
of misery, poverty and oppression ol Indian 
masses The “epistcnuilogical anti- 
iiiipcnali.st'’’, all those who agitate lor and 
write learned discourses tor “decolonis¬ 
ation ol the mind”, have been struggling 
over Ihc right to define the < riteria lor a 
giHxl society they believe that the po.st- 
colonial project of modernity has been a 
“derivative discourse” (to use Paitha 
C'hatteijec'.s phrase) ot colonial ma.stcrs 
They want to let the “real India” - Ihe one 
supposedly “otherod” and silenced by the 
west - lo SCI the criteria not just foi ii.self. 
hut lor a more civilised, ecologically con¬ 
scious, more holistic alternative west as 
well (This explains Ihc recent alliance- 
between the leading thcon.st of feminist 
standpoint epistemology, Sandra Harding 
and the post-colonial ci itics ol science the 
th"d wot Id “others” are to be allied with 
women I n the west i n order to foi ce modern 
science lo the cnieria ot juslitication 
derived Irom then own hie cxpcncnce.s. 
cultural a.s.sumption.s, ways of knowing, 
etc. Here we have a complete reversal of 
the enlightenment lathei than let develop¬ 
ments in scientiilc knowledge cntically 
illuminate discourses sanctioned by 
tradilions, religion and patriarchy, wc have 
traditions sitting on luilgment on modem 
science. )*■• In this search for allem-otive, 
locally grounded crilena, the icit criUcs 
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of science differ from hindutvaideologues 
only in their secularist intentions and 
rhetonc, not in their defcigK of a cultural 
e&sentialist view of difference.*^ To these 
critics, as also tor the hindutva troops, it 
IS modernity, including aboveall “western" 
science, and n«r our peculiarly inega]i> 
tanan Hindu inheritance that is primarily 
“implicated in oppressive social struc¬ 
tures”, to quote from Chadha 
The cntics have failed to convince me 
that we live in a s(x;icty, which i.s .sullering 
from excesses ot science and rea.son On 
the contrary, I believe that scienti fic temper 
never has a chance in India to l(x>.scn up 
the Hindu cosmopolis, nor has it cvet 
received a full play to create a new public 
sphere where bettci argument could trump 
inherited status of caitle, gender and class 
Let us not forget that post-colonial India 
chose to idolise the conservative Gandhi 
as Its voice ot conscience, as its mahatma, 
over that gncvously neglected and much 
maligned man of reason. Babasaheh 
Ambcdkar Reason in public life was loo 
dangerous tor the hraliinanical clues who 
came to rule post-colontal India Our 
country's tragedy is (hat the voiancs of 
scientific temper wcic - and are - without 
political power. And this tragedy is 
compounded by the iact that the left, whicii 
IS the natural ally ot the poweticss. has 
been too wedded to the high culiuie of 
Indian ttadilions How else to explain the 
alaenty with which iiillucntial segments 
of left intellectuals have taken the post¬ 
modern bait to defend the “non-westem 
difference", regardless of how this 
difference actually pKiys out IcKally'* 
The second track ol Chadha's cnttquc 
of my position is that I am too disnii-ssivc 
ol llie progressive potential of anti 
enlightenment ciitiqucs She writes, “it 
IS not impossible to combine anti- 
cnlightcnmcnt ideas with crilical 
thinking. ” Ihc onlv example she gives 
of how this may happen is laila Mam's 
analysis ol the colonial construction ot the 
tradition ui sati This is no place to launch 
into a full-tledged critique of Mam's 
position But the fact remains ihat Mam 
can make the colonial construction look 
like a distoition and an imposition only 
by maintaining a deafening silence on the 
legitimations of sati .ind ascetic widow¬ 
hood, both customary and .scriptural, in 
pre-u>lonial society India The cumu¬ 
lative effect of the.si* kinds of colonial 
discourse analyses is to avoid a critical 
assessment ol the lolc of Hindu cosmo¬ 
logy III prc-colomal society, elements ot 
which are very much in place in con¬ 
temporary society Chadha will have to 
spell out the alleged critical poicnliai ol 


diese anti-enlightenment ideas, for it is 
not (4>vious to me at ail. 

As for Chadha’s promised arguments 
for “cpistemic relativism'' as the most 
appropriate strategy foi liberatory 
movements, they are simply too weak and 
underdeveloped to merit any di.scusston. 
Yes. we .sliould see all truth as fallible and 
provisional - but that is no critique of 
.science. Indeed, fallibilisi and scepticism 
are prime wienft^rvirtues.Therealcrunch 
for all relativists is how to decide between 
competing versions of truth No self- 
dc.scnhcd relativist has been able to offei 
an adequate solution to thisproblem Gc'cta 
Chadha is no exception. 
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State Government Finances: On Verge of Collapse 

Failure to contain wasteful expenditure and reluctance to raise additional 
resources have been the mam causes of the deteriorating trend in state 
finances, particularly in the last two years. Tax wars among slate 
governments to attract private investments as well as competitive populism 
on the pan of ruling ponies and contenders for power have led to this 
sorry pa.ss. Starved ot funds to meet essential invesbnciit needs in the s(x.t.i 1 and 
infrastructural sectors, large borrowings arc being resorted to h\ several 
states just to meet current expenditure. Unless drastic measures are 
taken without delay, the finances of several states will collapse 1115 

Shivaji: Growth of a Symbol 

In the late 19th and early 2()th centuries, the image of Shivaji assumed a 
central position m movements of self-assertion and identity lomiation 
Phule's intcrpretaiion of Shivaji was that of a non-biahmin king; Tilak's 
of a champion ot Hinduism. Shivaji always represented resistances 
sometimes to loteign rulers, at others to Muslim rulers Shivaji's many 
images were reactions and responses to the establishment ot colonialism 
in western India 1126 

Asian Crisis and Women 

Seeing the Asian ensis in only its urban dimensions, ii is verv easy to 
conclude that the crisis affects mainly men who have lost then jobs But 
though that statement is nut true even of the iiiban economy, when the 
rural economy is brought into the picture, the plight ot the domcsiic 
cconomy and ol women within it is sharply exposed 1135 

What Does Aid Finance? 

Most aid to developing countries is given m the torm of .sectoral investment 
pmjects that arc intended to supplement the recipients' own rcviuices in 
those areas. New icscarch. however, shows that aid tlnance is typically 
fungible - that is. aid earmarked for u particular sectoral project docs not 
increase spending in that sector any more than untied assistance would 
have. .An examination of the fungihilily of foreign aid in the Indian context 
shows that aid matters, but not in the way cuininonly imagined. 1142 


Top Secret 

Indiaspcnds large .imlinLieastnganiount 
on defence Howev ei. secretary shrouds 
all issues relating to sectecy Threat 
pereqibons, dclcni.o jHihcy, cfneicncy of 
weapons and uthei such matters ate 
not open to public e xamination. 1085 

Out of Touch 

Onya intellectuals .it the end of the 
19th century, though shaped by 
colonialism and trudalism, were more 
open-mintled and rcicptivc to ideas 
In companson today's Onya intellectuals 
seem myopic and out of touch with 
the concerns ot th e masses 1093 

South Asian Co-operation 

The Gujral docinnc provide a 
viable basis for south Asian regional 
co-operation At the core of such 
co-opcration must nc better relations 
betwee n India and Pakistan 1100 

Against Hegemony 

There can be no question of human 
rights and srif-detaminahon as lung as 
tlw US's iron fist continues to enforce 
its economic preponderance. 1097 • 


IVionetari.sm Continued 

'I'hc most disappointing asjK'ci 
ot the credit policy statcinenl tor 
1‘>99-2000 IS the Reseive Bank's 
failuic to break with the cxidc 
monetanst appiuach ol the past 
,ind bring to beat newer («ispoLti\es 
on monetuiv polity tormulatioii 
as demanded by the state ol 
the eco n omy _^7S 

Self-Help Groups 

While self-help gnnips Imve now 
hectime acknowledged means oi 
widening access to institutional ciedit, 
they arc also beginning to take up 
ISSUC.S ot social concern, as bus 
been happening in the tribal areas 
o l Onssa _ 1 089 

Regional Tinderbox 

Indonesia's pcnlous economic 
situation hits tuclied a social 
ethnic and teligioiis insis 'nie 
Chinese population ot Indonesia 
and neighbouring Singapore is 
looking to Au.stralia to defuse 
the crisis. 1098 



LETTERS TO EDITOR 


Savarkar and Hindutva 

THIS IS in response to the two ro)Oinders 
loovH letlei 'Savarkar Mcmoiur IlX*i.i'rn 
her 26. 

Tile Inst one bv Wishvas Raiie (I'Vhru- 
ary 6, l‘)W). ob|ats to out opposition to 
th( Sjiaikar Meinorial in Mjisciiles on 
the erouiiil ilut while “erection of a 
[Sa\aik.ir| nieniuiial in India niy he asso¬ 
ciated isith hindutva. hut certainly not the 
otie hemp elected at Marseilles" Kane. 
esidenil> is quite unconvinced bv oui 
diL'innent that, in the current political 
context installaiion ol the Savarkar me 
inoiiat III Mniseillc's. instead ot htphliphi- 
iiip and popularising the anti-inipeiialist 
ideolopy/politics ol Savaikai's earliei 
years wouU*. bv usinj' his nationalist past 
as a eoiiveiiient pea. onl> lepitimisc the 
anii-iiationalist liindiilvavadi stand ol the 
later veats This.intuin.wouldgivelurthei 
impetus to the (icrnteioiis hindutva pro|ec I 
which IS out to desliov the post-indepen¬ 
dence Indian nation state, togelhei with its 
ideological basis constituted ot seculai- 
isni, pluialisni and detnoeraey. lUid install 
a 'Hindu’ nation stfite in its .stead, pio 
|icllcd bv an avalanche ot hatred and 
aggression against a battery ol constructed 
‘enemies’ The tact that the pioinoters ol 
the meinonar pniject are themselves 
nieinbeis ol the hindutva hngadc and would 
by no nieair share eaily .Savarkai's view 
that the IK57 Sx levolt against the Hiitish 
coloiii.seis. nominally Iwaded hy (he lust 
.Mughal emperot. Bahadur Shah /alui. as 
the syinhol ol indigenous I idiu, was the 
'Fust War ol Independence' and. by 
implication, neiiher Katu I'latap nor 
('hhatrapati .Shivaji was a warrior ot 
Indian independence, to oui mind, only 
goes lo buttress our line ot aigument 

■| he vitupc-ialive response Iroin V .S I‘at- 
waidhun tFebniaiy 27. I W‘)) fuilher vali¬ 
dates our stand ?atwaidhan. in his letlei 
contends (hat “it is dillicult to coiitiadiet 
(he siaienieiils and non sequitur genoiali- 
sations" and heiue opts dodge the lev. 
categoiicnl issues raisi‘d by us, e g the 
nu*tamorphosisol S.ivarkarfrotn ‘TheFirst 
Indian Wai i.l Iiidcticndcnce, 1X57' to 
‘Hindutva Who Is a Hindu the hindutva 
project, as eiu apsulated in the spinc-chill- 
ing war ciy ot ‘one nalion.one people, one 
culture: or ‘Hindi. Hindu. Hindusihan'. 
hvir;’ essentially aiitiilielica! lo the inam- 
siieam (Indian) iiation.ilist ideals as cap¬ 
tured in the expansive call lor 'uniiv m 
ch.ersiiv’ and epitomised in (he troika ol 
(laiiclhi Nehru .:nd Tagore, the deliberate 


ch&.s(Kiation ot the hindutva brigade Irom 
the epic stiuggic for national liheiation. 
and Imaliy their (including Savarkar's) 
Idle in Ctandlu's assassination. He has 
instead supplanted ‘hindutva’ by ‘Hindu’ 
and I hi ough this clever sleight ol hand has 
branded any attack against hindutva as an 
attack on the Hindu and Hindussm In our 
eurlici snhmissinn itself we held listed out 
the vancuis distinctive charactcn.stici ol 
hindutva Here, it would suincc to say Chat 
hindutva is aeuneaturc, an attempted pet- 
version, ol Hinduism and hence cannot 
be equated with the latter The hindutva 
argument, while invoking Hinduism, 
tvpic ullv I ol lows a pattern ol twisted logic 
Fust. It makes a rather simplistic and ex¬ 
aggerated claim regarding the virtues ol 
liiniluism anvl then proceeds to call upon 
the laithliil U) do exactly the opposite 
lliiiiluisni Is groat as it is tolerant and non- 
V lok'nt ' .Never mind the various loi ms ol 
insiilut.oiiahsed violence against women. 
0 g, huinmg them alive, and dahts ) Hence 
Htiidiis niiisi be macho and aggressive 
Hituluisiiiiespeetsallreligions But Islam/ 
rhiistiamiy docs not (Never mind il it 
clivs not ^ollnd UK) respeettul i Hence, 
Hindus nuist break mo.squc.s and bum 
missionaiic s India (Hindus) did ikiI eorn- 
init .my uggiession or annex icintoncs tor 
(he last two ihou.sand years (Never mind 
the bliHiily battles the Indian royalties 
kept on liehtmg i Hence, India (Hindus) 
inusl .'icquiie nuclear arms (and make go-'d 
use ol It) And so on and so forth As 
legaids who's a Hindu/Indtan'' Tbc cri¬ 
teria laid dow II by Savark.tr are very clear 
Only ill 11 till whom ‘Bharatvarsha’ is 
both llie imiilihunii’ (i c. latherland) and 
pimyaliliiimi <i e. itie holy land) are 


Hindu, all the rest have divided loyalties 
and consequently are suspects. This point 
has been further clarified and built upon 
by M S Golwalkar. the second supremo 
and the chief icteologue of the RSS, in the 
following manner 'To keep up the purity 
of the race and its culture, Germany 
shocked the world by her purging the 
country of the .Semitic Races - the Jews. 
A good lesson for us in Hindusthan to 
learn and profit by" Hence the non-Hindu 
people ‘‘may stay in the country, wholly 
subordinated to the Hindu nation, claim¬ 
ing nothing, deserving no privileges, fai 
Ic'ss any preferential treatment - not even 
cili/cn’s rights" (‘Wc, or Our Nationhood 
Delined’) While .Savarkar (ol the later 
years) botrowed from the Eumpcan/Gei- 
man racists ot the yesteryears. Johann 
Kaspar Bluntschli in paitieulai, lor 
Golwalkar the lountainhead ot inspiration 
was no less than Hitler litm.sell 

Si'Ki A Si M. P R Ram, Iri an BNiiiNixK. 

J luAV Ml in a Asad Bin Smi . 

Mumbai 

Cultural Reorientation 
in Modem India 

IN my review ‘Cultural Reorientation m 
Modem India’ (Match 27, I'W) 1 have 
eominentc'd on one ot the two Hindi 
c'ontrihiitinns Tlie authoi ol (he coritri 
button has been wrongly identiiied iis 
M P.mcicy The essay I have coininenteil 
upon IS written hy Prrm Singh The ^itoi 
IS regretted 

G P 1>SIIPAM)I 

New Delhi 
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Long Haul in East Asia 


T he news from east Asia has been good recently. 

The stock markets have shot up from their troughs, 
exchange rates have also appreciated and stabilised, and 
interest rates are back at levels before the crisis hit the 
region. Especially Thailand and South Korea received 
large and record amounts of foreign investment last year 
and the levels are expected to stay high this year. The 
r.iting agencies arc taking a more positive view of the 
region Projected growth rates are now being regularly 
rcvi.sed upwards. 

Since analysts have been proved wrong so many times 
III the past two years, few are prepared to declare victory' 
Y(‘t. with the significant exception of Indonesia, the 
mood is generally upbeat Indr-cd. the concern is that a 
return to positive growth and rise in equity values may 
cause governments and companies alike to be less 
vigilant in their efforts to reform and restructun? and 
h'*nce fail to deal with deep-rooted systemic 
vulnerabilities. 

P>ast Asia yet faces daunting problems. The aftcr- 
cf fecLs of the crisis continue to be felt by busines.ses and 
individuals even though the macro indicators have 
improved. The rates of non-pcrfomiing loans are just 
i'fxiut be ginning to peak but they remain at unprecedented 
levels implying continued deep .sy.stcmic distress 
Bankruptcy rates are also at historically high levels, 
while capacity utilisation after falling sharply has |ust 
bottomecl out. The greate.st burden of this adjustment is 
being borne by workers and their families as 
unemployment rates have soared and show no signs yet 
of falling. 

The challenges facing east Asia bear important 
lessons for India. To dig themselves out of their hole, 
east Asian economies have at least three significant 
tasks ahead: finance the recovery of the banking system, 
restructure the corporate sector and lay the foundations 
for a competitive economy ba.sed on a new range of 
activities. 

The banks throughout the region are severely 
undercapitalised. After years of imprudent lending, the 
bill has now to be paid. An index of the imprudence :s 
the discount at which some of the non-performing loans 


are selling. In Thailand, the loans of the non-bank 
financial companies have sold in the most recent auction 
at between 20 and .TO percent of the face value, even this 
price was achieved because the government set, in 
effect, a reserve price that prevented a further fall. In 
Japan, recent sales of non-performing loans were at 
about the same discounted rates. The governments have 
to bear much of the residual co.sts ITic fuscai strain on 
these economies will grow .substantially as the.se bills 
are paid. For India, where the fcscal situation is already 
precarious, the dangers of these additional obligations 
should be obvious. 

Much of the corporate sector is caught in a tangle of 
low demand, low capacity utilisation, and unpaid debts. 
These feed on each other. Governments have set up 
mechanisms for facilitating debt restructuring and 
reports sugge.st that some creditors and debtors are 
finally facing up to the reality of accepting losses and 
moving on. But this process will take at least two or 
three years to work itself out. While the prospects of 
rc.structuring are boosting equity markets, their effects 
will flow through the real economy only with 
considerable lag 

But the bigger question facing ea.st Asia is whcthci it 
will resume sustained growth once it does manage to 
deal with its current debt overhang. Will exports of 
manufactured goods fuel once again the high growth 
that countries in the region are accustomed to enjoy’^ 
Policy-makers who arc thinking beyond the crisis have 
reasons to be concerned. According to a study by Raphie 
Kaplinsky of the Institute of Development Studies in 
the UK east Asia \ economies have faced a steiuly 
decline in their terms of trade. While prices of their 
manufactured goods have either remained unchanged 
or even fallen, their import prices have gone up. As 
Kaplinsky says, east Asia has to run faster to stay in the 
same place. 

East Asian recovery will be good for its own people 
and for the re.st of the world But this recovery is unlikely 
to be flashy and brilliant East Asia has gone through 
more than a hiccup. Its development strategy is in need 
of a long-term shift and that implies the long haul. 
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TAMIL NADU 

New Friends and Foes 

AIADMK chict JayalaHtha may well have 
succeeded in bnnging down (he Vajpayee 
gnvcmmenl. but events thereafter have 
certainly not worked according to her cal¬ 
culations. Not only was no alternative 
government more accommmlatmg ol hei 
demands installed at the centre, back in 
her home state hei piuty stands isolated 
with the blame for engendenng politual 
instability on its head 

It wa.s the ALADMK which, on the eve 
of the 1998 Lok Sabha cleciioiis. had 
taken the lead in forging a front with small 
Dravidian parties and entenng into an 
alliance with the BJP, the first time a 
Dravidian pjity had done so. But aftci a 
yeai, largely due to Jayalalitha's self- 
seeking attitude to the coalition govern¬ 
ment at the centre, the party finds itstdf 
bereft of the allies it had assembled in the 
state On the other hand, as the new politi¬ 
cal alignments crystaili.se in the .state, it 
is the BJP that .seems to have emerged 
relatively unscathed. Despite being a mcent 
entrant in Tamil Nadu politics, the party 
has managed to wade througfi the conll ict- 
ing currents in Dravidian politics Not 
only has it succeeded in weaning away 
the minor Dravidian parties from the 
AIADMK, but altei the break with 
Al ADMK, It has. along with its remaining 
allies in the state, worked out an alterna¬ 
tive alliance with the DMK. Ilius the B JP- 
DMK-PMK MDMK-reCalliancewhich 
seems almost in plai'e inTamil Naduscvms 
a viable enough substitute tor the erst 
while eomhination including the 
AIADMK 

This leaves the Congress and its splin¬ 
ter, the Tamil Manila crongress (TMC), 
with .some difficultchoiees. With the DMK 
cementing Its ties with the BJP, the parting 
ol wavs between tbc DMK and the TMC 
appears inevitable. At the .same time, since 
the TMC was formed with the express 
purpose of opposing the AIADMK, any 
understanding with its parent party, the 
Congress, depends upon the stand the 
Congress adopts vis-a-vis the AIADMK 
Given that the TMC and the AIADMK 
polled around IS per cent and 20 per cent 
votes, either oi the options - an under¬ 
standing with the AIADMK or with the 
TMC and thereby with CPI. CPI(M) and 
JD - would be more or less equally re¬ 
warding tor the Congics.s from the elec¬ 
toral point of view 
It 1.S here - in the Congress's choice of 
Its allies i.i Che slate - that the is.sucs 
thruwn up by the cm ent turn ut events 


gam importance. With the DMK-BJP 
combine focusing on the role of AIADMK 
in precipitating political instability and 
with the numerous cases of corruption 
against Jayalalitha gathering momentum, 
it would not be without risk for the 
Congress to enter into an alitancc with the 
AIADMK An alliance with the AIADMK 
IS also likely to alienate the dahts and the 
mmontics in the state, given the track 
record of the AIADMK vis-a-vis these 
two communities when the party wa.s in 
powei. On the other hand, the issue of 
scculansm, on which the anti-BJP patties 
arc pinning their hopes, may not cut 
much ice with the voters m Tamil Nadu 
for two reasons. First, the progress of 
inve.stigations into the Coimbatore bomb 
blast, the initial results of which are al¬ 
ready apparent in the chargesheeting of 
180 accused in the case, is likely to create 
a cliniaU' that will not be conducive to 
attempts at garnering minonty .sympathy. 
.Second, in light of the arcumstancis that 
have led to the 13th Lok Sabha election, 
for which a party from the state was 
pnmanly rc'-ponsible, the is.sues ol govern¬ 
mental instability and corruption arc likely 
to cany more weight in the regional 
context 

Incidentally, the Indian National I.xiague 
(INI.), a party repre.senting secttims of the 
Muslims 111 the state and a partner in the 
DMK- TMC alliance now in limbo, has not 
yet cut oil Its tics with the DMK. Instead, 
the INI IS ot the opinion that il the national 
agenda tvir governance is accepted as the 
broadDMK -BJP alliance manifesto, which 
avoids icIciciKC to the controversial is¬ 
sues perceiveJ as inimical to their inter¬ 
ests hy the minorities, the party sees no 
reason to keoji away from the new BJP- 
DMK vombinution. In the event the 
AIADMK which created the upheaval in 
Delhi Ml an attempt to capture the 
(.eniicst.igc in Indian politics - with 
Jayalaliilu at one .stage not ruling out even 
the po.sMhiliiv ot her somehow becoming 
the counity's piime minister - is finding 
iiselt tnulging a lonely furrow with much 
dimitiislied huigaining strength in the 
coming pailiamcntary elections 

IMP 

A Retrograde Step 

THL managing director of the Inter¬ 
national Monetary Fund (IMF) is reported 
to have profKised the sale of some 5 million 
ounces ot gold held by the Fund and use 
the interest earned on Ac funds generated 
by the sale of gold to expand the Fund's 
initiative to provide relief to heavily in¬ 


debted poor countties (HIPC^). Die Brit¬ 
ish chancellor of the exchequer, Gordon 
Brown, is reported to have told a news 
conference Aat while his country was in 
favour of the sale of twice the quantity of 
gold, there was a growing consensus 
among Ae G-7 industrial countries to 
support the sale of more Aan S million 
ounces of IMF gold. In the light of Ais 
statement by Cordon Brown, it would 
appear that the G-7 countries have more 
or less made up their mind on the sale of 
a part of the IMF gold which is reported 
to exceed 1(X) million ounces How much 
will be the quantity Hnally agreed upon 
ior sale is yet to be determined. It may 
be anywhere between 5 and 10 million 
ounces. If it is 5 million ounces, it will 
fetch the IMF not more Aan $ l.S billion. 

II It IS clo.se to 10 million ounces, Ac 
realisation from gold sale may amount to 
f 2.8 billion. IM us take note here that 
the price of gold in the international market 
IS currently low, hovenng around $ 280 
per ounce The average gold price of $ 294 
per ounce m 1998 wa.s the lowest since 
1978 

Whether or not this is the nghi time for- 
thc IMF gold to be .sold, when the market 
price is so deprcs.sed and sales realisation 
aie likely to be extremely low. the more 
important point nevertheless is whetheroi 
not IMI' should al all be .selling its gold 
and whether debt relief to HIPCs can be 
extended only by incteastng the IMF's 
access to rcsourecs in this manner In Ae 
recent pa.st IMF has been able to put 
together substantial rebel packages for 
countiies like Mexiui, Indonesia, South 
Korea and Thailand, in addition to Ku.ssia 
These rebel packages running into several 
tens ol billions of dollars have been finan¬ 
ced partly out of IMF's resources. It is 
intrigi'ing indeed that when it has come^ 
to providing relief to HIPCs Ae question 
of gold sale has been raised, even though 
Ae total debt relief in vol ved would amouni 
to a small fraction of the relief extended 
through special relief packages organised 
earlier. It is therefore only natural to suspect 
that behind the gold sale idea there is 
another agenda. 

If the intention is to provide IMF with 
enhanced liquiAty, there are oAei options 
available for Ae purpo.se. including rais¬ 
ing ot quotas and issuing of fresh Special 
Drawing Rights (SDRs). Whether or not 
Ae new SDRs issued should be allocated 
to Ac member countries of Ae IMF in 
proportion to their quotas, as was done in 
the pa.st, or they should go to fund a special 
facility meant to bailuutcountrie.sin crisis, 
as reportedly proposed by Ae governor o(** 
the Reserve Bank of India at the recent 
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meediig of the Interim Committee are 
qiiftjutiniis that would have to be resolved 
once there is agreement on the basic 
proposition to create fresh SDRs. Unfor¬ 
tunately, whether it is the question of 
expanding quotas or issuing of new SDRs, 
. the G-7 countries have been adamantly 
negative. 

As regards the sale of IMF gold, it would 
be a retrograde step to pursue the idea. The 
one institution that should, instead of un¬ 
loading its gold holding, be actually adding 
on to its gold stock is the IMF, conceived 
of as it was as becoming ultimately the 
world’s lender of the last resort. Since the 
intemational price of gold is currently 
dcprc.ssed, it is the ideal time for the IMF 
to be in the market to buy gold with newly 
ca'ated SDRs and thereby strengthen the 
reserve backing for SDRs so that foi any 
future extension of credit to ensis-ndden 
countries the IMF doe.s not have to depend 
on the whims of any one or all ot the 
n 7 countries 

A.S regards extending debt relief to 
HIPC's, It IS obvious that the amount 
invob'ed is not such that cannot he met 
f out ol the lesourccs cuirently possible to 
niohilisc by the IMF witliout resort to the 
eMtaordinary recourse to unloading a pari 
«t Its gold .stock. 

While advocating thccn*ution ol a.s|K*cial 
type of SDKs to fund a new facility lor 
hailing out countries in crisis, what RBI 
governor Bimal Jalan is reported to have 
said seems to mark a departure in the 
Indian .stand on the subject ot SDR cre¬ 
ation Until now, the Indian stand has been 
tliat SDRs created by the IMF should be 
allocated to the member countiics in 
proportion to their quotas What the RBI 
governor now seems to be .suggesting is 
that the SDRs be cieated specially to 
* finance a facility within the Fund which 
tan he drawn upon for extending assi.s- 
lance and bailing out countries in crisis, 
thus relieving the Fund of pres.surc to find 
adequate finances in limes of crisis. 

One major advantage of the stance taken 
so for, namely, that all newly created SDRs 
should be allocated to the members in 
proportion to thetr quotas, has been that 
member countries have been able to make 
use of the SDRs as and when their balance 
of payments situation so demanded. They 
did not have to wait lorthe IMF to recognise 
their balance of payments difficulties in 
order to gam access to the SDRs. If, on 
the other hand, the newly created SDRs 
go to build up a special IMF facility it 
would mean that a member country's 
I access to the funds will depend on the 
IMF’s acceptance that the member coun¬ 
try concerned is facing a balance of pay¬ 


ments difficulty. Since decision-m^ng 
in the IMF is dominated by G-7 countries, 
in particular the US which holds a virtual 
veto power, for gaining access to the special 
facility a member country will have to 
easure that the US and the other G-7 
countries are favourably disposed to it. 

While It is not clear from the press 
reports of the RBI governor’s proposal to 
the IMF's Interim Committee whether he 
put forward hts suggestion as an alter- 
naiivetolheproposaltnsellpartoflMF gold 
for the creation of a special facility to fund 
debt relief to the HIl^s, the departure his 
proposal marks from a long-lmid Indian 
position in regard to ihc creation of SDRs 
IS such that it calls loi a thorough debate 
The proposal is also in need of a number 
ol clarifications For instance, Jalan is 
reported to have said that “SDRs thus 
created would he extinguished on re¬ 
purchase by the borrowing country’’ and 
that therefore theie would be no perma¬ 
nent increase in unconditional liquidity 
It IS not clear what exactly is meant by 
this. Was the RBI governor proposing the 
creation of special SDRs to meet only an 
immediate crisis situation or was he pro- 
po.sing the creation of a permanent facility 
to cope with cnsis situations as and when 
they aro.se in the future'' It the latter, then 
there is no rea.soii why the SDRs should 
gel cxlingui.shcd when a burrowing coun¬ 
try repurchases ihein SDRs .should then 
revert to the piopo.sed special facility 

EAST TIMOR 

Second and Other 
Thoughts 

EAST TIMOR was a Portuguese colony 
for some 4(K) ycais until 1974 when 
Portugal began w nhdrawtng from the area 
EastTimorese had I avuured independence 
then too. hut neighbouring Indonesia 
preferred annexation On December 7. 
1975. Indonesia invaded Ea,st Timor. The 
US and Australia chose to remain silent, 
hut the linited Nations did not recognise 
the annexation as legal. Indonesia has 
since held us 27ih province by brute force 
and an e.stimated 2.00.000 East Timorese 
have died under the rcprc.ssive regime 
During this lime, western developed toun- 
tnes made achoicc m lavourof Indonesia’s 
oil and natural rcst^urces over the human 
rights of the East 1'iinoresc. Now, among 
the changes that have followed the down¬ 
fall of Suharto, is a choice ol indepen¬ 
dence for East Timor. 

For some reason, Portugal, the former 
colonial ruler, is .still allowed to have a 


say in decidii^ the fate of East Timor. 
Indonesia in its negotiations with Poitu- 
gal, had tried to barter wide-ranging 
autonomy for East Timor in exchange for 
acceptance by the international com¬ 
munity of its annexation ol the province. 
It was Portugal that insisted on indepen¬ 
dence for East Timor 

‘Letting go' does not come easily to 
rulers and the choice East Timorese aic 
offered is not between autonomy and 
independence, it is a 'yes’ or ‘no’ vote for 
autonomy. President Habibie has pro¬ 
mised to grant East Timor independence 
in the event of a negative vote, t c. a 
negative vote for autonomy will be treated 
asademandforindependence ButHabibie 
himself faces a general election in June 
and a pFe.sidcntial election in November 
His sliongcst opponent. Megawati 
Sukarnoputri of the Indonesian Demo¬ 
cratic Party fur Struggle, lias opposed 
independence for East Timor What 
womes Megawati is that choices have a 
tendency to proliferate Other parts of 
Indonesia such as West Papua and 
Aceh may want to go the East ‘Timore.se 
way. These provinces have also seen 
violent ethnic conflict and army repres¬ 
sion There was a piote.st rally in Aceh 
recently demanding self-rule If her 
parly wins a majority in June, the lefer- 
endum planned lor August, may not happen 
at all 

Facing a choice of freedom is likely to 
turn as bloody for the East Timorese as 
Indonesian rule. There arc pro-intcgratiori 
and pro-indcpcndencc groups in the re¬ 
gion, K>lh heavily armed The referendum 
may degenerate into a civil war The 
guen lla leader. Xanadu Gu.smao. has gi ven 
a call to the East Timorc.se to take up arms 
to fight for independence ABRI. the 
Indonesian armed forces, with blood al- 
icady on its hands, faces the choice ol 
using force in East Timor to n*iain and 
coasolidaic its po.sition in the new politi¬ 
cal .scenario in Indonesia or of 'letting go' 
to concentrate on other trouble spots in 
the country. This choice is a pari ol a 
redcftmlinn of the role ol ABRI in Indo- 
■'csian political life The oppo.sition 
parlies have been demanding that the 
ABRI's political role he reduced ABRI 
ha» also withdrawn Irom Golkar. Ihcmling 
party. 

With so many actors involved, the rcl- 
erendum in East Timor cannot be easy 
Yet, as a way out of an ethnic or .scparati.sl 
problem, the Indonesian option ol refer¬ 
endum in Fj,st Timoi, even with its pos¬ 
sibility of bloodshed, is far belter than 
Yugoslavia’s eviction of Albanians and 
US bi mbing of Kosovo 
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EPyV Research Foondatioii 


COMPANIES_ 

BIRl A rORP 

Focus on Cement 

BIRLA C’ORF (loinietlv Birla Juic and 
Industries), the flagship soinpanv ut the 
M P Birla gioup. witnessed a disemirag- 
tng petloitnance in IW7 98 While the 
ccmipany's net sales deelined by 8 I pet 
cent ovei I9‘>f) 07 . operating prolit tell 
diiLsiKallv h> 74 I ps^i lent A La.siading 
etiect led to the companv going into the 
led with .1 net loss ot Rs .SI I trore as 
eonipared to a net pioiit ot Rs 7 4 sioie 
duiing the previous seai 
I'he tall 111 tuiiiovei was tnuiiily due to 
thcs'onipany hiving oil its Bally Jute Mills 
The ecnieiii iiidiisiry wIikIi is iharui 
tensed bv oveieapaeiiy in regions doini 
nated by the t onipaiiy siKeuinbed to the 
liri’ssuie ol supplus (01 the seioml son- 
si‘«.utive vear Cut-thtoai coiiipelition led 
to a eonsids’iable rediielion in pines As 
against the industiy's total installed 
LapaLity ot Itl.Sb iiiiihoii tonnes, aetual 
pioduLiion icaehes around 7S million 
tonnes 'Ilie sluggishness in the etoiiomy 
and the unstable goveininent onlv added 
to the indiistiv's woes c'o.st ot piodui.tion 
too insreased sharply due to insieases in 
royalty on limestone, elei. ti nity rates, piu e 
otpetroleuinpiodints lailway lu'ight and 
tiiipositioii ot seisne lax at the lati ot 5 
pei leiH with etteii tioin Novembei th, 
IW7 on mad iranspoilation 
The company iiiitially Lomnieined 
o(>etatioiisin t'tIUundei the name ot Hula 
lute Maiiiilai.tilling ( oinpany l-iowever 
with Its expanding lange ol business it 
shange>l its name to Hula Jute and IiiiKis- 
tnes with ellea tiom ^el 1 lllaty 7, l')8^ 
Since tlieii the lomp.iiiv has hev'oiiie a 
large i onglomeiate maiiutai luring i.enieiit 
jutc gtKHls, calc lum cai hide at ely leiie gas, 
textile yams tliKir coverings, irtm and 
stc'clcastings etc Itsprc*sentc'oiecompet¬ 
ent V lies in areas olhet than |iite, and to 
relied this change 11 once again changed 
Us name to Bnla for}) Having hive'd oil 
a inajoi pait of its )ute business, the 
companv has prttnarilv become a cement 
compaiiy w-itli the otliei businesses ac¬ 
counting till a matginal shaie ot its total 
turnover Birla ("tup cunenily has five 
cement plants at thiee loealions with 
aggiegale capacilv t)l I b million tonnes 
pei annum 7wo ol its plants aie locatc'd 
m Madhya Piadesli, two in Raiasihan and 
a grinding unit is situated in West Bengal, 
winch IS led cimkei lioin the olhei plants 
Birla {'oip eomnunds a S-4 S pei cent 


share of the cement market and has a ma|or 
presence in the north and a negligible 
share tn the west and ea.st. 

Meanwhile, for the first six months ol 
1998-99, the fortunes ol the company were 
unchanged On a net sale ot Rs 425 crore, 
the company suflcred a net loss of Rs 20 4 
erorc Ol this, Rs 18 9 crore was incurred 
during the last three months ended Sep- 
tembei 1998 Birla Corp now plan.s to 
concentrate of its core areas ot cement and 
jule. and lot this reason may even with¬ 
draw f nun the other sectors The company 
cotnmisstoned a grinding unit at Rae Batch 
111 IX'cembcT last year and also acquited 
l.ok ('cments, situated in Andhra Pr^esh. 
a lew monlhs ago It has also bought the 
C'heiinai-hascdTalabari Ccnicnl Company 
in addition lo bc'ginning prospecting loi 
limestone rhi.s move will enable it to 
iiuteaie its presence in the south 

On the lute front, the industry scenario 
IS not very encouraging and the Ihictuat- 
ing demand-supply and export positions 
have taken a loll on the company s margins 
In a bid to reverse the scenario. Bii la Corp 
now' plans lo stress on value added items 

BAIAI lil-hCTRlCALS 

Higher Sales and Proills 

Ba|a| Llc\ ineals is engaged in the maiiu 
I acture and li ading of eleeti ical appliam os 
The company's product range spans Itgiil- 
ing. turnkey piofcc ts. domestic appliances 
and power l^>ols While it manulariures 
Ians, die-cjsi components and magneto 


assemblies, it markets other products which 
are sourced from third parties. 

The company fared well m 1997-98. 
posting a 25.6 per cent increase in oper¬ 
ating profit on a 19.S per cent increase in 
net sales over 1996-97 Despite sharp 
increases in interest and depreciation the 
company's net profit soared by 39 6 per 
cent ovei the same period Only Ia.st year, 
the company had declared a bonu.s issue 
in the ratio of one equity share for every 
two shares held C'nnsequcntly. equity 
capital increased from Rs 2 9 crore lo 
Rs4 fciorc.undeamingspcrshareonthe 
increased capital stood at Rs 16.4 Though 
the company maintained the dividend rate 
at last year’s level of 30 per cent, the outgo 
was much higher at Rs 1 4 croic as com¬ 
pared to Rs 0 9.5 crore in the prcvKius year 

Sale ol lighting pioducts increased by 
28 iH'i cent and this included a single big 
ordn tor 110 high masts for flwx! lighting 
at Reliance Petroleum's Jamnagar Retin- 
eiy Sale of consumer durables kui in- 
ei eased by 16 5 per cent dunng the same 
pciiod, and the company iiitioduccd the 
BDB mixei grinder and other upgiaded 
new models in ihe existing range ot ap¬ 
pliances 

Sale ol power tools, on the olhet hand 
deelined by 46 per cent The company 
claims that this is because, as from 
December 1997, the sales disinbulioii and 
seivieing of power tools weie handled 
directly by Black and Decket Ba|aj Pro¬ 
duction ol Ians at the company's Matchwcl 
unit iiieteased by 16 5 per cent over the 
pievious year Howevet, pioduclioii o> 
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Ik* WMk’k ConpMiM 


(Rtlahh) 



Bhrla C«rp 

BqM 

_Mwtricnli 

Eater 

Industrla 

Flnwiclal Indicaton 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

IncoaH/appropriatioBft 

1 Net sales 

828.32 

90147 

30S48 

25S60 

15397 

31006 

2 Value of production 

8IS02 

9028S 

31114 

25803 

15620 

30160 

1 Other Income 

2353 

2460 

353 

314 

44 

162 

4 TuUtl income 

83855 

92745 

31467 

26117 

15664 

30322 

S Raw mnienaWstoies and 
spares consumed 

23306 

28376 

3342 

2339 

8702 

18522 

6 O^r manufactunng expenses 

26149 

26010 

19713 

16760 

1828 

2799 

7 Kemimeratirm to employees 

10474 

10735 

1952 

1680 

SSI 

793 

8 Other expenses 

22100 

20569 

4302 

3024 

1757 

2.989 

9 Operating profit 

1826 

7055 

2IS8 

1718 

2826 

.9619 

10 Interest 

4.543 

4493 

871 

705 

2140 

2747 

11 dross profit 

-2100 

3695 

1214 

toil 

1103 

2930 

12 Depreciation 

3008 

2859 

166 

144 

872 

1038 

n Profit before tax 

-5108 

836 

1048 

867 

231 

1892 

14 Tax provision 

5 

100 

340 

160 

2 

198 

l.'i Profit efier lax 

-5113 

736 

708 

907 

229 

1694 

16 Dividends 

3.36 

611 

141 

99 

NA 

NA 

17 Retained profit 

-.9449 

125 

.565 

412 

229 

1694 

l,iabUitica/assets 
<8 Paid-up capital 

3056 

3056 

432 

288 

4910 

9040 

IQ Reserves and surplus 

19446 

25595 

6928 

6558 

9668 

9929 

''0 Lonp-term loans 

22292 

17799 

2022 

1265 

13363 

4866 

21 Short-terro loans 

13283 

1213.3 

2879 

19.38 

3625 

3644 

'2 Of which bank bonuwings 

9155 

toooo 

1642 

798 

362.9 

3644 

21 Gross fixed a.ssels 

78415 

76109 

5995 

.9081 

37068 

27107 

24 Accumulated depreciation 

.39256 

.182.39 

988 

809 

11098 

9708 

.’S Inventniies 

II7I3 

14329 

3655 

2989 

5396 

.9.399 

26 Total assets/linbilities 

69852 

71502 

18995 

19120 

35916 

28170 

Misrellancmis Items 

77 Excise doty 

14372 

14599 

717 

443 

3611 

7517 

7K Gross value added 

19429 

21266 

3882 

1105 

4282 

6.980 

21 Total foreign exchange income 

10517 

12326 

604 

195 

2417 

3.972 

to Total iorcign exchange outgo 

29.99 

3.551 

696 

992 

8076 

5139 

Key (inandal and performance rnthis 
.11 Turnover ratio 

(sales to total assets) (%) 

118 .58 

126 08 

160 82 

166 84 

42 87 

110 07 

12 Sales to total net assets {%) 

142 62 

153 88 

249 IS 

2()4 90 

48 78 

132 06 

1 ( Gross value added to 
gross tixed assets (%; 

19 68 

27 94 

63 19 

69 05 

11.55 

24 27 

14 Return on inve.stmeni 

(gross profit 10 total assets) (%) 

•3 01 

.9 17 

6 39 

6 60 

3 07 

1040 

*S Gross profit to sales 
(gross margin) (%) 

-2 94 

4 10 

3 97 

196 

7 16 

9 45 

it> (iperatmg profit to sales (%) 

2 20 

7 83 

706 

6 72 

18 35 

IK 12 

17 Profit beloic tax tc sales (%) 

-6 17 

0 93 

3 43 

3 39 

1 .50 

6 10 

18 fax provision to 
profit before tax (91) 

-0 10 

11 96 

32 44 

41 .92 

0 87 

10 47 

.19 Profit after tax to net worth 
(return on equity) (96) 

-22.72 

2 97 

9 62 

7 41 

1 57 

11 32 

♦0 Dividend (96) 

1000 

20 00 

30.00 

30 00 

NA 

NA 

41 Earning per share (Rs) 

-16 73 

241 

16 39 

17 60 

0 58 

4 20 

42 Book value per share (Rs) 

67 13 

85 16 

119 19 

1.93 13 

2143 

20 92 

43 P/E rauo 

-1 3; 

NA 

NA 

NA 

9 19 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (9b) 

108 66 

68 39 

40.64 

28 68 

141 .99 

52 40 

45 Shtut-ierm bank borrowings 
to inventories (96) 

79.87 

69.79 

44 92 

76 70 

67 18 

67 49 

46 Sundry cieditors lo 
sundry debtors (9b) 

159 69 

16006 

52 65 

60 20 

43 27 

38 45 

47 Total remunention to employees 
to value added (9b) 

67 89 

50.48 

.90 28 

.90 83 

12 87 

12 05 

48 Total remuneration to employees 
to value of production (%) 

12 85 

1189 

6 27 

6 51 

3.53 

2 63 

49 Gross fixed assets formanon (9b) 

3 03 

3.59 

17 20 

i5 16 

36 75 

6.81 

SO Growth in inventories (9b) 

-18.26 

1.89 

22 28 

2 47 

-006 

-23 83 


NA msuu not available 


die-cast component fdi by 21 per cent 
and that of magneto assemblies remained 
stagnant at last year's level The perfor¬ 
mance of this unit was affected due to' 
additional costs by way ot octroi on raw 
material purchases and the lower tariff 
offtake of die-cast components during the 
year under review. 

Meanwhile, for the first .six months of 
1998-99. the company continued to per¬ 
form well. It notched up a IS. I per cent 
rise in net sales and an 18.7 per cent 
increase in net profit over the correspond¬ 
ing period last year. 

ESTER INDUSTRIES 

Control over Costs 

Ester Industries is engaged in the manu¬ 
facture of poIyester/PBT chips, polyester 
film, engineering plastic, polyester/PBT 
filament yam and methanol. 1997-98 
proved to be a bad year for the company 
and Its performance suffered drastically 
over 1995-97 (17-month period) lliough 
the figures for the two pennds arc not 
comparabic, .all percentages have been 
annualised to enable comparison While 
the company's net sales declined by 29.7 
per cent, operating profit was down 28.8 
per cent during the same period Steep 
increases in interest (up 10 4 per cent) and 
depreciation (up 19percent)lcdtoasliarp 
fall in the company's bottomiine which 
declined by 80.1 per cent 

Though there was an increase in sale 
in volume terms as far as films, yam and 
engineering plasucs is concerned, net sales 
in value terms declined due to a sub.sianiiai 
fall in per unit pnee of all products. Profita¬ 
bility declined due to severe recessionary 
trends and poor market conditions cx- 
penenced during the year under review 
A major factor that was responsible for 
the recessionary trend and spiralling 
downtrend in prices was the South East 
Asian currency ensis 

On the export front too, value of goods 
exported dwlined by 4.1 per cent on an 
annuali.scd basis. Once again the mam 
culprit was the South East Asian cnsis 
which had major competing countries like 
South Korea and Indonesia cutting down 
their prices drastically. 

During the year, the company success 
fully complctediisexpansinn-cum-moder- 
nisation programme which cost Rs 125 
crore for increasing the annual production 
capacities for chips from 20,000 tonnes to 
36.000 tonnes and polyester film from 
4.000 tonnes to 18,000 tonne.s 

Ihe company’s share presently quotes 
bekiw par at Rs 3, reflecting the poor 
investor fancy lor the scrip 
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MONEY MARKET REVIEW 


EFW Rcsearcli Foandatioii 


Failure to Break widi Monetarist 
Approach 

The most disappointing aspect of the credit policy statement for 
1999-2000 is the Reserve Bank’s failure to break with the crude 
monetarist approach of the past and bring to bear rtewer perspectives 
on monetary policy formulation as demanded by the state of the 
economy. 


I 

Weak Policy Perspectives 

IN many respects, the RBrslatestmonetaiy 
and credit policy statement for 1999-2000 
should only be considered as disappoint¬ 
ing. In the first place, it fails to provide 
an insightful review of the recent monetary 
and banking trends that is more illuminat¬ 
ing than what common commentators 
provide. Second, the real economy, parti¬ 
cularly the indu.strial sector, is in dire struts. 
Except for some passing and casual 
references, the policy statement provides 
neither enlightenment into what has gone 
wrong with the industrial sector nor does 
it state what monetary and credit policy 
would do to mitigate the persistent low 
growth. Rnally, the must disappointing 
aspect of the policy statement relates to 
the RBI's failure to achieve a break from 
the past crude monetarist approach and to 
bring to beu newer perspectives on imme- 
lary policy formulauon - a promise which 
the present governor held out immediately 
on assuming charge a year and a half ago. 

In presenting and aggregate depiKUt 
grow^, for instance, no mention is made 
of the fact that near Rs 18,000 croit worth 
of Resurgent India Bonds (RIBs) were 
involved. If they were excluded, there is 
a clear sign of a sharp deceleration in the 
growth of aggregate ^posits of scheduled 
commercial banks from 19.7 per cent in 
1997-98 to 15 5 per cent in 1998-99. The 
presence of theRlBs funds made it possible 
for the government to resort to large market 
borrowing and the RBI to make a success 
of it by accepting private placements and 
offloading massive amounts of securities 
through open market operations (OMOs) 
in 1998-99, withoutcausingumhie pressure 
on interest rates Though the banks vrere 
specially goaded to invest RIB funds in 
govanment securities, no mention is made 
of it while highlightuig the fart that they 
deployed substantially larger funds than 
in the previous year ui government sccu- 
nties. A clear sign of deceleration in banks ’ 
depu.su growth may have signiHcant 


implications for the future. A similar half- 
baked review is presented of the growth 
in foreign exchmge reserves without taking 
congnisance of the fact that about $ 4 
billion were added toofficial reserves from 
out of the RIB proceeds precisely starting 
from the week ended August 21.1998. if 
they are excluded, the year 1998-99 a.s a 
whole would have seen practically no 
addition to reserves. In Ae absence of 
some details, it is difficult to fathom the 
sources of addition of about $ 2 billion 
since the beginning of 1999 (circumstantial 
evidence points to capital receipts). Even 
the comparison of higher reserve money 
growth of I4.S per cent in 1998-99 against 
13.2 per cent in 1997-98 appear^ mecha¬ 
nical and valueless wtrni there have been 
significant changes in reserve ratios and 
alterations in the adjusted reserve money 
numbers 

As for the depressed industnal scene, 
one would have expected some lead fri'm 
the central hank on its possible causes, 
from which one could den ve some lessons 
on what needed to be done to remedy it. 
A closer look at these issues would have 
dnven home the fact that to a significant 
extent the institutional and organisational 
constraints in the system of credit delivery 
have K'cn responsible for the clogging of 
the production and trading cycles in the 
manufactunng sector and significantly 
arresting their momentum. 

Against this background, aggressive 
promotion ot the short-term money market 
and depending almost entirely on it as the 
transmission mechanism for purveying 


monetaiy policy impulses, to (he neglect 
of applying more direct insttumente 
focusing on expanding bank credit and its 
distribution, smacks of imperviousness to 
the needs of the situation. While the 
development of financial madeets and 
promotion of efficiency intheiroperations 
are essential for a healthy growth of the 
financial system, it is necessary to be 
conscious of the fact that money market 
operations ought not to be pla^ on a 
pedesul as primary operations of the 
financial system; they are a ‘tail’ which 
ought not to wag the ‘dog*. Money market 
and treasury operations tend to engulf the 
financial system rather than remaimng at 
the ‘margin’ when monetary and cr^it 
policy focus IS solely on them. 

Therefore, the objection is not to the 
series of money market measures 
announcement by the RBI - interim 
liquidity adjustment facihty, large liquidity 
support against collaterals oi government 
securities, the development of the repos 
market including permission to all non- 
bank participants to access short-tenn' 
liquidity through them, cheque writing 
facility by money market mutual funds, 
consolidation of various government 
papers that may facilitate benchmarks and 
separate trading of registered interest and 
pnncipal of .securities (STRIPS), enhance¬ 
ment of bidding commitments from the 
enlarged set of 13 primary dealers and 
measures to promote retailing of govern¬ 
ment sccunties - but to the fact that these 
measures arc being taken withoutconccrted 
attempts by the central bank to take can' 
of the senous apathy shown by the banking 
system to regain the r^uir^ degree ot 
dynamism in matters of credit delivery 
llie RBI should have known by now thaly 1 
mercreducticnorCRR,or.scttingaslightly ' 
higher M, growtii at 1S.S to 16 per cent 
as compared with the rate of IS to IS.S 
per cent projected for the previous two 
years, isnotgoingto facilitate the timeworn 
notion of “the flow ol adequate bank credit 
for productive sectors of the economy in 
order to improve growth”. 'The situation 
calls for fresh policy perspectives, more 


Tabu 1 Dailv Quotations of Huhs and Lows of CAg. Rarts m Peb Cbni Rn Annum 
SiMFCB Statistical Charactfiiistics 



All Four 
Weeks 
of the 
Month 


April 1999 
Week Ended 


All Four 
Weeks 
of the 
Month 


Match 1999 
Week Ended 



30$ 

23* 

16* 9* 

2$ 

26* 

19 

12* 

S 

Simple Mean 

7.9 

86 

82 

7 8 6.8 

94 

8.4 

77 

tot 

8.2 

8.3 

.Standard Deviation 2 0 
Coefficient of /anation 

0.4 

06 

OS 16 

2.6 

14 

06 

08 

02 

05 

(percentage) 

2S.3 

4.8 

7 I 

5 9 23.3 28 0 

16.7 

80 

8.3 

1.8 

6.0 


Data fw reporting Prides (RF) are omitted $ Thursday data. 
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Oram A; Daily Top-End Quotahom op Call 
Money Rates. Ana. 1999 



direct attack in terms of credit policy 
instruments, and addressing the morass of 
hanks' organisational apathy. It is a pity 
that the govemor’spoiicy statement shwid 
he uninspiring in all these respects, 
considenng the scriousnessof the industrial 
situation. 


11 

Call and Forex Markets 

An interesting contioversy affected the 
call and forex markets during the month. 
New!>paperreportscarned vicwsot finance 
niiiiisliy uflicials and the RBI governor 
im interest rates and exchange rate of the 
rupee that apparently contradicted each 


Gium B‘Sror Qixitaiions Ria THB US Doular 
M iHB Dnesnr Inibi-Bank Market. Am. 1999 




jl «• 



9 

ai <7*1 

« 7 « 



n n-’r ''■••t't r'^T'r'T'i 

Wurtiog Days 


Other While the finance ministry officials 
made a strong plea for reduction in interest 
rates and deprcctaiion of the exchange rate 
just a few days ahead of the announcement 
of the monetary policy by the RBI. the RBI 
governor on dilicrcnt plitforms wasshown 
to be arguing for status quo in both This 
left the markeLs quite confused leading to 
gyrations in the exchange rates. Later the 
finance ministry oificials clrnifled to say 
that both were left to the RBI 
Apart from this, the daily liquidity 
position was quite tight during April 
despite an undertone of excess liquidity 
in the .system Adtei an easy first week, 
the call rales remained around 8-8.50 per 
cent and sometimes even touched 9/9.25 


percent. In fact, after the reduction in the 
repo rate from 8 per cent to 6 per cent on 
March 1, during March and April, barring 
on odd reporting Friday.s, there was not 
a single ^y \yhcn the call rates were 
below 8 per cent (Graph A and Tables 1 
and 2). The tightness in the overnight 
market was evident in the fact that the 
fixed rate repos conducted daily by the 
RBI did not receive any application 
between April 12 and 28 On other days 
too. except on two occasions, there were 
just one or two applications and that too 
for meagre amounts The tightness felt in 
the overnight market was largely on 
account of withdrawals towards tax 
payments, too many holidays dunng the 
month which prevented lenders from 
lending but enhanced the demand from 
borrowers, the govemment borrowings 
which were as high as Rs 26.000 crure 
including state loans in the first three weeks. 
of the month and high level of open marker 
operations at least in the initial part of the 
month (Table 3). Uncertainty was also 
injected by political turmoil witnessed in 
the .second half of the month It appeared 
that the unexpected political instability 
inspired the RBI to keep the call rates high 
so that cheap money did not find its way 
into arbilragihg between the call and forex 
markets. Timing the OMOs and govern¬ 
ment security auctions were, as expected. 
well-.synchronised with the iclea.se of new 
liquidity into the market. Even the indirect 


Tabu 2 Cui Monfy Rates 

(fer lenl per annum) 


linns 



Aon! 1999 




March 1999 



10$ 

23 (RF) 


16 

9(RF) 

2$ 

26 (RF) 

19 

12(RF) 

5 

Weekly range 

8 t.S-8 SO 

6 50-8.25 

6.50-8 30 

0 25-8 60 7 00-14 00 

3 00-10 00 

7 60-11.25 7 00-8 50 

7 .50-9 35 


(4S0-7 25) (4 7S-8 75) 

(5 00-8 25) 

(5 75-7.35) (6 50-15 (XI) 

(7 00-9 00) 

(8 00-9 75) (7 50-10 25) 

(7 00 9 15) 

Weekend (!-'id«y) 

8 I.S-8 SO 

6 50-8 25 

7 7.5-8 15 

0 50-6 00 

800 

3 00-7 25 

8 9(K10 75 7 90-8 10 

8 15-8 75 

(S 50-6 00) (4 75-7 00) 

(7 50-8 25) 

(6 50-7 10) 

(6 .50-7 2) 

(7 75-8 25) 

(8 25-9 50) (6.50-9 50) 

(9 00-9 50) 

DHHI lending taies(ningc) 

na 

na 

7 00-8 15 

2 50-8 60 

na 

5 75-10 25 

7 65-11 50 7 50-8 65 

na 


na (6 7S-9 00) 

(6 10-8 25) 

(6 50-7 15) (6 7.5-15 00) 

(6 25-9 00) 

(7 90-9 75) (7 10-9 10) 

(8 75-9 15) 

Kiguies m pnicnlheses repRsent weekly range dunng similar penod last year S Pnday being a holiday Thursday daia 




Tarls 1 Estimated Flow or Lioi'ionv inio the FlNAisnAL System diikino April 1999 












(Rupees imrrl 

Week Ended 

•to 



23 


16 


9 



Inflow Outflow 

Net Inflow 

Outflow 

Net Inflow Outflow 

Net Inflow Outflow 

Net Inflow Outflow Net 

AikIious and Redemptions 











14-dny T-bitls 

too 98 

2 

too 

74 

26 50 

too 

-so 50 

100 

■ 50 300 

50 250 

91-day T hills 

too too 

0 

30 

too 

70 160 

130 

10 100 

120 

-20 tl4 

93 21 

tM-day T-hilU 


- 

too 

500 

-400 

- 

51 

500 

-449 

- 

CovcrniiMuii secuntjes 

281 

283 


6933 

-6933 

.. 

- 4682 

mm - 

1118 


Coupon Payments 

7.52 

752 

586 


586 .504 


504 746 


746 179 

P9 

CRR Interest 

Nct.Foreign Assets 

- 



- 

- 

- 

- 2000 

- 

2000 

— 

(vanaiion) 

• ^ 

* 


12 

12 

44 

-44 1218 

.. 

1218 43.37 

- 4 ).17 

Total 1 

Memo Items 

Open Market 

1235 198 

1037 

816 

7619 

-6804 714 

274 

440 8848 

6720 

2128 4930 

141 4787 

Operauons (RBI) 

- 


0 

.526 

-526 0 

2158 -2)58 0 

.1543 

3.543 0 

870 870 

Repos by RBI 

0 iOO 

-100 

0 

0 

0 9066 

I 9065 1849 

9745 - 

-7896 170 

1169 -999 


Note: A negative sign inailies net outflow - nie«ns ml 
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Graph C Annuauibd Daily I-Month, S-Monih and 6-MoNni 
Forward Premia in Pp-RCENTAoe por the US Dollar rv the Domkik 
Inioi-Banr Market por Aprs. i999 



Working Dnys 


Graph D: Yau><XiRVRt rat 364-Diay ‘DiaAEURy B&u amd Dated 
S aouRmB: DAvarMA»MuwTkAMiACnam(ArRR.7) 
DuRiNal%isrHAU>OFAPRR. 1999 



Penod to Matnnty in Ascending Order 


iMervention by the RBI inihe forex nuricet 
to contain volidlity helped the sentimems. 
The perceived ughtness in the overnight 
market also induced the RBI to suspend 
its OMOs and the government’s market 
borrowing programme temporarily and opt 
once more for private placement of 
government paper in the latter part of the 
month. 

Forex Market 

The prevailing political uncertainty also 
affected the forex maikeL The rupee, which 
was stable for months at about Rs 42 45/ 


50 to the US dollar, depreciated and even month it had recovered slightly and 
crossed the Rs 43 levd in some tradings stabilised at Rs 42.82/85 (Graph B), 
on April 23. However, by the end of the resulting in a net loss of about 40 paisc 


Tabu 4‘ Cbnire's Market Borrowimk So Far por 1999-2000 


Dale of Issue 

(1) 

Matoniy 
(In Yean) 

(2) 

Coupon 
(In Per Cent) 
(3) 

Public Response 
(Rs Cnire) 

(4) 

Amount Raised 
(Rp Crore) 
(3) 

Apnl 6 

10 

1199 

7.>84.16 

3,000 

A^I6* 

14 

1240 

* 

3.000 

April 8 

7 

1168 

8,987 00 

3,000 

Apnl 14* 

19.6 

1260 

- 

4,000 

Apnl 23* 

14 

12 40 


.5,000 


* pnvRie placement with RBI 


Tam 15 Aiicnow op 14-Dav Treatury Bills 


(Amount in rupees erore) 


Dree of 

Auction 

(1) 

NotiRed 

Amount 

(2) 

Bids Tendered 

No Face Value 

(Amount) 

(3) (4) 

Bids Accepted 

No Face Value 

(Amount) 
<5) (6) 

Sttbscnption 
Devolved 
on RBI 
(Amount) 

(7) 

Cut-off 

Pncp 

(Rupees) 

(8) 

Cut-off 

Yield 

Rate 

(PerCem) 

(9) 

Amount 
Outstanding 
on the Dale 
of Issue 
(10) 

1998 










Apnl 3 

10000 

3 

11000 

3 

110.00 

- 

99.72 

7 30 

235 00 



(-) 

(-) 

(-) 

(-) 





Apnl 7 

100.00 

2 

35 00 

2 

35.00 

15 00 

99.72 

7.30 

200.00 



(-) 

(-) 

I-) 

(-) 

(50 00) 




April 17 

100.00 

2 

31 00 

2 

31 00 

1900 

99 72 

7 30 

200.00 



(-) 

I-) 

(-) 

(-) 

(5000) 




Apnl 24 

100 00 

8 

528 00 

3 

100 00 

. 

99 73 

704 

300.00 



(1) 

(100 00) 

<l) 

(100.00) 





1999 










Apnl 1 

100 00 

8 

190 00 

6 

100.00 

0.00 

99.70 

7.82 

200.00 



(-) 

(000) 

(-) 

(000) 

(000) 

(99.70J 

17 82] 


Apnl V 

100 00 

14 

417 00 

5 

100.00 

000 

99.72 

7.30 

200.00 



(-) 

(000) 

(-) 

(0.00) 

(000) 

[99 73] 

17.04] 


Apnl 16 

100.00 

12 

79 00 

7 

67.00 

26.00 

99.70 

7 82 

200 00 



(-) 

<000) 

(-) 

(000) 

(7 00) 

199 70] 

[7 82] 


Apnl 23 

100 00 

11 

152 00 

4 

77 00 

2.00 

99.70 

782 

200.00 



(-) 

(000) 

(-) 

(0.00) 

(21.00) 

(99.70] 

[7.82] 


Apnl 29 

100 00 

10 

68.00 

8 

62.00 

33.00 

99.70 

7.82 

200.00 



(-) 

(000) 

(-)’ 

(0.00) 

(5.00) 

199.70] 

[7.82] 



nguRs in panodieses in cols 3 lo 6 lepieaeiK niimben and amoanis of lUNMiomiKlilive bids which are not mduded in the total 
FigiiRs m the square tEackeis under cols 8 and 9 repreaeni woghted aveaga price and respective yieid. 

* Bnriieled figines in cot 7, if any, mbae to devolvenient on ptimaiy deakn, exclusive of RBI. - No Ind. 
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teiod to Maturity id Aaceodiog Order 


or by 1 per cent It should be noted, that 
during April the US dollar itself depreciated 
against almost all major currencies 
including the Euro and the yen. In the first 
fortnight the market was initially confident 
that the nipee would withstand the exo¬ 
genous sticks as there was a steady in¬ 
crease m forex currency reserves ($ 29.69 
billion as on April 9). But, a reported 
statement by the finance ministry that the 
rupee was overvalued by 3 per cent, saw 
the rupee touch a low of 42.67/68 per US 
dollar on A[Mril 9. The forward premia too 
moved in tandem with the spot rates 
moving up (Graph C). 

Dunng the second fortnight political 
worries conunued to occupy centrestage. 
The forward premia, however, dipped 
owing to the cut in CRR by SO basis points 
Irom 10.50 per cent to 10 per cent The 
spot rupee received a sligitt respite in the 


laaito wMi ti» tuich KWaiied pMf^ 
the flMHice UQ. The market lecetvw a 
fluther leaaauiance with the imenutianal 
credit iadi« ACency, Staadard St Poor, 
leaffinamg its BB (speculative grade) 
foreign cufiency and BBB local currency 
k»g-teim issuer credit ratings for India. 
The agency also affirmed its single-B 
foreign cuneacy and A-3 focal currency 
short-term issuer cie^t raiingt for die 
country despite the ptditiad upheaval and 
termed the outlook as stdble. This was fol¬ 
lowed by a similar move hy the Moody’s. 

m 

Primary Maiima 
Dated Securities 

Having succeeded mkeepiiig the interest 
rales mote or less staUe by adopting a 
strategy trf private placement of govmi- 
merit securities and then offloading them 


*• .. . ti v M. . 

ihimigh open market operations, the RBI 
was abo expected to fidfow the same 
strategy this year. The RBI aimed at 
cona^dating the ISO^idd securities this 
year in order to increase the floating stock 
of existing securities. The market thus 
expects reissue of old stocks during the 
current fiscal, with the same coupon and 
maturity dates. The reissue also neces¬ 
sitated another reform in the government 
securities market, namely, one of introduc¬ 
ing price-based auctions. Since the stocks 
to be issued this year would largely be 
reissue of stocks issued earlier with the 
same yields, the market yield at the utne 
of reissue codld be reflected ^y through 
the premium or discount in'the price of 
the security.The price-based auctiemsfrom 
the market viewpoint were a welcome 
change as they would encourage the parti¬ 
cipants to bid aggressively in auctions. 
This would also help the RBI to keep a 


Table 7' Aumora of 364-Dav Tscabusv Bills , 

(Amoiui HI rupees erore) 


Daeof 

Auchan 

Notified 

Amount 

Bids Tendered 

No nmVshiB 
(Amowa) 

Bal 

No 

1 Accepted 

Psoe Value 
(AmeunO 

Subtcriptian 
Devolved 
on RBI 
(Amount) 

Cut-off 

Fnce 

(Rupees) 

Cet-off AmonH 
Yield Outstand- 
Rsie aigon 
(BerGent) the Dele 
of Issue 

1998 

Apr? 

100 00 

2 

6.00 

2 

600 

49 00 
(4S00) 

92 61 
(92 6t] 

7 98 
(7 981 

14339.00 

Apr 22 

100.00 

4 

78 00 

2 

66 00 

(34 00) 

9261 
(92 61] 

7 98 
(7.98J 

11546.00 

1999 

Apr? 

SOOOO 

41 

I32S.OO 

13 

SOOOO 

000 
(0 00) 

90 93 
(90 9S] 

9 97 
(9 931 

1070000 

Apr 21 

SOOOO 

26 

927.14 

8 

SOOOO 

000 

(0.00) 

90 97 
[90 99] 

9.93 
[9 90] 

1100000 


not available - no bid. Hgures la the sqmre btackels iqxesent weighted avenge pnee and the 
lespecuve yidd Figures u bncksis lepresm devolvemeat on Pnmaiy Dealers (PDs) 


Table 6* AumoNs or 91 -Dav TasAsimy Bbjli 


(Amount hi rupees crore) 


Dale of 
Auction 

(1) 

Notified 

Amount 

(2) 

Bids Tendered 

No Pace Value 

(Amount) 
(3) (4) 

Bids Accepted Subscnplion 

-Devolved 

No Face Value on RBI 
(Amount) (Amount) 
(5) (6) (7)* 

Cut-Off 

Pnee 

(Rupees) 

(8) 

Cut-off 
Yield 
Rate ■ 
(Percent) 
(9) 

Amoimt Outstanding 
on the Dale of Issue 

Total With RBI Outside RBI 

(10) (It) (12) 

1998 












Apr 3 

too 00 

2 

to 00 

2 

10 00 

4000 

98.20 

7 33 

1525 00 

692 00 

833 00 



(I) 

(2S 00) 

(1) 

(2S 00) 

(5000) 

(98.20) 

(7 33) 




Apr? 

100 00 

2 

IS.OO 

2 

15 00 

35.00 

98 20 

7 33 

1425.00 

727 00 

698 (X) 



(-) 

(-) 

(-) 

(•) 

(50.00) 

(98.21) 

17 29) 




Apt 17 

100 00 

4 

6SOO 

3 

40 00 

10.00 

98.20 

7.33 

1850 00 

737 00 

111300 



(2) 

(S2S.00) 

(2) 

(525 00) 

(5000) 

(98.20) 

(7 33) 




Apr 24 

100.00 

4 

14S.00 

4 

too 00 

— 

98.20 

7 33 

2425 00 

663 70 

1761 30 



(3) 

(575.00) 

(3) 

(575 00) 


(98 20) 

(7 33) 




1999 












Apr i 

100 00 

9 

130.00 

8 

too DO 

0.00 

97.86 

8 75 

1520.45 

224 70 

129S 75 



(1) 

(20.00) 

(I) 

(20 00) 

(0.00) 

(97.86) 

18.75) 




Apr 9 

100.00 

IS 

211.00 

7 

too 00 

000 

97 91 

8 54 

1490 45 

224 70 

1265 75 



(I) 

(30.00) 

(1) 

(30 00) 

(0.00) 

(97.91) 

18 54) 




Apr 16 

100 00 

12 

28S.00 

3 

100 00 

0.00 

97.94 

8.41 

1465 45 

i29 70 

1335 75 



(-) 

(0.00) 

(-) 

(000) 

(0.00) 

(97 94) 

(8 41) 




Apt 23 

100.00 

16 

162 00 

10 

100 00 

000 

97 94 

8.41 

1465 45 

129 70 

1335 75 



(-) 

(0.00) 

(-) 

(000) 

(000) 

(97.94) 

(8.41) 




Apr 29 

100 00 

9 

no 

7 

90 

0.00 

97 94 

8.41 

1565 45 

129 70 

1435 75 



(2) 

(100.00) 

(2) 

(10000) 

(10.00) 

(97.94) 

(8 41) 





Fignies ui parenifaeses in cob 3 to 6 rapieaeiu aiuibeft and amounts of noa-competiUve bida which are aoi included m the tMai 
Figuici in the square kaacfcett mder cols 8 and 9 lepRaett weifhted avenge prioe aad lespecttve yiM. 

* Bracketed figures ID col 7, if aay.ielaie to devotvemeDtoDptunaiy dealers, exclaiive of RBI -nil 
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stable yield curve and faciiiule STRPS 
trading subsequently, as emphasised by 
the RBI governor in his latest policy 
statement Although icissue may result in 
bunching of repayments in later years, the 
consolidation of secunties was necessary 
for deepening the government securities 
market The bunching of repayments could 
be taken care of by carefully planned 
reissue of government paper. 

As for the government's boriowing 
programme for the current fiscal, the RBI 
has managed toiaise as much as Rs 18.(K)0 
crure up to Apnl 23 against Rs 8,000 crore 
up to April 24 Iasi year (Table 4) Net 
borrowings were substantially higher at 
Rs 13.583 crore up to April 23 this fiscal 
compared to Rs 5.08*) crore up to Apnl 
24 last year. 

Given the high liquidity still available 
in the system as wa.s evident in the la.st 
auction ul .seven-year paper, the RBI has 
floated the firsl tranche of slate loan.s The 
coupon on this lO-ycar state paper to be 
conducted on Apnl 21. a day after the 
announcement of.the monetary and credit 
policy, was fixed at 12 25 per cent. The 
coupon on the 10-yeat paper of the central 
government auctioned earlier was 11.90 
per cent Against the notified amount ol 
Rs 3.675 crore, the RBI received Rs 6.933 
crore As in the past, the RBI persuaded 
the .state governments to retain the ciitta- 
oversubscnption as later it may be difl icult 
for the states to raise funds at a rcavinable 
mtc. 

Incidentally, in a positive development, 
several state governments introduced 
reform in their fiscal matters. Karnataka 
was reported to have pas.scd legislation 
capping the government guarantees to 80 
per cent ol its total revenue rcceipi.s. houi 
other states, vi/, I'untah. Oii.s.sa. Himachal 
Pradesh and Rajasthan were icpoitcd to 
have committed theni.selve.s to ma|oi fiscal 
reforms including a lime hound hike in 
user charges and containment of expendi¬ 
ture. The tour state governmenLs have 
signed a senes of memoranda ol under¬ 
standings wuh the union finance ministry 
agreeing to certain conditionalities in return 
for additional a.ssistance from the centre. 
Meanwhile, concerned with the incrc'a.sc 
in the slate government guarantees and 
ihcv impact on state govenimcnt debt, 
banks and financial in.stitutions sought a 
guarantee redemption fund as a pre¬ 
condition to subscnbmg to securities ol 
state government entities. 

Following the mop up of nearly 
Rs 26,(XX) ciore in the first three wceLs 
of Apnl, the market was by now already 
feeling the pressure of diminishing 
liquidity The RBI. therefore, preferred to 
suspend for .sometime both loan floatation 
and OMO 


Treasury Bills 

Auctions of all treasuiy bills in the first 
fortnight were well-bid with devolvement 
on the RBI and PDs restricted only to 
Rs 33 crore in 14-day bills auction held 
on Apnl 16 and 29 aivd Rs 23 crore in the 
auction held on April 23 (Table S). The 
auctions of 91 -day and 364-day bills were 
successful with no devolvements on either 
PDs or RBI (Tables 6 and 7). The yields 
on bills have generally receded somewhat. 

Amongst the TBs, the yields on 364-day 
bills have generally been stable and hence 
they were expected to emerge as a bench¬ 
mark In that icspect, the decision to intro¬ 
duce yet anolhci 182-day bills may harm 
the growth of the 364-day Ulls. With a view 
to introducing greatercertainty in the timing 
andquantumnl pnmary issues as demanded 
by the market participants, the RBI is 
about to announce an auction calendar for 
i.ssue of TBs including the 182-day ones 

Bonds Market 

Of the 10 issues iiom central and state 
PSUs that were present in the bonds market 
'in the month of April, almost half of them 
continued (licit Inirrowing programmes 
from the previous month. As a result, there 
wasa spill-ovcrin mobilisation from March 
and collection only for Apnl stcxHl at 
R.s7(X) croie as against tiuir proposed 
amount ot Rs 1,160 crore. All the PSUs 
taken together, however, proposed to taisc 
Rs 2,848 crorc in April, out of which they 
collectively mopped up Rs 930 crore. 
whereas all the PSU and othci issues 
preseni in the market plaruied to muhiii.se 
Rs 3,202 cioic hut they have reportedly 
collea:tcd Rs 1130 so far That means, the 


new entrants Gotlld raise just Rt430crore 
during the month. 

Hie perpetual bonowenlikeIDBI,KIlC! 
and IPCI were largely out of the market this 
month. ICICI. nevei^less,cameoutonan 
experimental basis with a variant, ‘Any¬ 
time Offer',foritserstwhileRegulv Return 
Bonds and Money Multiplier Bonds. 
Among banks, only Andhra Bank was 
present in the market tius month to raise 
Rs ISO crore (including Rs 50 crore as 
greenshoe option) on its 84-month 13.7 
per cent bonds, which has been'fully 
mobilised Next month is likely to witness 
Bank of Maharashtra in the market. 


TabuV REPoTitANSAeiiaNciNCoveitNMENrPAPUl 
(OnffR than with the RBI). Anuc 1999 

(Rupees t rare) 


Repo Period 
10 Number 
of Dayc 

Amount 

(Rupees 

Crore) 

Range ot Inierest 
(Per Cent 

Per Annum) 

A Dated Secunlies 


I 

10.11 

3 (X)-H 90 (6 85) 

2 

2.30 

6.50-9 50 (7 95) 

3 

966 

5 00-990 (7 53) 

4 

306 

6.30-10 25 (7 86) 

5 

80 

8 45-9,55 (8 78) 

7 

84 

925 10 50 (9 81) 

8 

8.3 

8 75.9 15 (8 88) 

i) 

75 

9 20 10.25 (9 55) 

10 

200 

8 65 (8 65) 

1 1 

25 

10 50(10 50) 

12 

40 

915 (915) 

1 t 

75 

8 9.5 9 20 (9 12) 

14 

1.356 

8 25-It 00 (9 05) 

IS 

80 

900-9 30 (9.19) 

16 

96 

8 50 (8 50) 

17 

50 

8 65-10.50 (9 02) 

29 

too 

9 30 |9 30) 

75 

55 

10 30(10 30) 

AM I\sues 



1-75 

4932 

.3 00-1 KM) (8 16) 

B S64'Day TBs (Ail Issues) 


1-14 

231 

8 3.5-10.50 (8 69| 


Kiiiurcs in hrackcls oa- weighled averoan intcieu me 


Tamj: 8 AinviNS (» Yu-lp Reks by RBI 

(Amount in rupees i tore) 


Aucliim 

II) 

Number 

of 

Days 

(2) 

BidsTcndcKMl 


Bids Acocpied 

Fised 
Cut-off 
Yield Rate 
(Pa-tint) 
(7) 

Estmiaiol 

Amount 

Ou>- 

suuiding 

(8; 

No 

(-3) 

Faix- Vidue 
(Ainciuni) 
(4) 

No Face Value 

(AtiKwnt) 
(5) (6) 

Api 1 

4 

4 

7(i9 

4 

769 

6 

1169 

Apr 3 

3 


No application 

was received 

6 

769 

Apr 5 

3 

2 

530 

2 

5.30 

6 

5.30 

Apt 6 

3 

2 

150 

2 

ISO 

6 

680 

Apr 7 

3 

It 

6535 

11 

6535 

6 

7215 

Apr 8 

4 

1 

50 

t 

50 

6 

6735 

Apr 9 

4 

17 

2480 

17 

2480 

6 

9065 

Apr 10 

3 

1 

1 

1 

t 

6 

2531 

Api 12 

3 


No aiiplicdtion 

was received 

6 

2481 

Apr 1.3 

3 



*• 


6 

0 

Apr 15 

4 



*• 


6 

0 

Apr 16 

4 





6 

0 

Apr 19 

3 





6 

0 

Apr 21 

3 



** 


6 

0 

Apr 22 

4 



f* 


6 

0 

Apr 23 

3 





6 

0 

Apr 24 

4 



** 


6 

0 

Apr 26 

3 





6 

0 

Apr 28 

5 

1 

too 

1 

100 

6 

100 

Apr 29 

5 


No application was received 

6 

100 

Total 



.39 

I061S 

39 

10615 
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Armtm Tmc ^boommiiv M/uuBwO rwuuu w O t wwawM t ff ft>WK RBr* SGL Data 


(Amimitt m mptes avrti 


OcKciiiuoiis 








Toial for die Mooth 






23 



16 


? 



1 


of Ami 1999 


AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY AMT 

YTM 

CY 

AMT 

YTM 

“cy" 

AMT 

YTM 

CY 

1 Treaauty Bills 

A 14-Day BiOs 103.25 7 B7 

BOI'Day Bills 56.15 163 

C 164-Day Bills 26967 973 

2 001 Dated Secaniiea 

A Convened (Per Cent Year) 


5475 
11346 
867 37, 

7.49 

8 31 
966 


5995 
18952 
586 90 

689 

800 

947 

• 57.37 
I499JS 
75237 

686 

865 

938 

300 

50.00 

1213.73 

798 

855 

4 59 


278 32 
1908 38 
369005 

7..38 

856 

7 91 


1.3 25, 2000 

75.00 

1048 

1292 

500 

1072 

I2B8 

2950 

1052 

1292 166.00 

1058 

1292 

. 


. 

275 50 

loss 

12 92 

II 75. 2001 

14945 

1089 

MSS 

.357 80 

1094 

11.57 24109 

1092 

11.56 315.00 

1099 

II.S7 

165 15 

II IS 

II 61 

122849 

1097 

IIS7 

12.50. 2004 

707 43 

II 33 

1199 7SI 12 

1135 

1199 S8228 

II .37 

1200 667 83 

1144 

1203 

I3S32 

1156 

1208 284397 

II .38 

1200 

Sub-iotel 931.88 11 19 

B Regalar (Ber Cent Year) 

II99II1392 

II 22 

1186 852.87 

1121 

11911148.83 

t 

II 19 

1203 

30047 

1133 

1182 4347 95 

1121 

1194 

5 SO. 1999 


• 

- 

• 


. 

1500 

900 

551 2000 

10.34 

5 32 

. 

• 

. 

35 00 

977 

SSI 

13 00. 1999 

- 

• 

• 

2500 

983 

12.83 

2500 

1016 

1284 3396 

1005 

1283 

2500 

10 SO 

1285 

10896 

10 13 

1284 

13 12, 1999 

• 

• 

• 

. 

.. 

. 

. 


- 48.50 

990 

1296 

. 

. 

. 

48 50 

990 

1296 

1340. 1999 

• 

• 

- 

1700 

995 

1312 

1302 

995 

1311 illSO 

1005 

13 11 

2i)00 

1041 

1313 

161 52 

10.08 

nil 

13 70. 1999 

8 52 

963 

1365 

1941 

923 

1.363 

5181 

9 26 

13.62 15910 

7..57 

13 57 

590 

976 

1361 

24474 

818 

1359 

1140, 2000 

290 00 

1068 

11.30 485 00 

1071 

11.30 218 13 

1070 

1129 60300 

1074 

1130 

.332 37 

1084 

1131 

1928 50 

1074 

n 30 

n 64. 2000 

75 00 

1065 

MSI 

35 00 

10 6S 

list 

9500 

1065 

n.Sl 447 50 

1070 

II 52 

2520 

1084 

1153 

677 70 

1069 

1152 

12 14. 2000 


- 

. 

85 00 

10 58 

1195 

SOO 

10 51 

11.94 10.00 

1060 

1195 

. 

. 


10000 

1058 

1195 

5 75. 2001 

•> 

- 

- 

- 

• 



- 

- 1600 

1097 

640 

- 


. 

1600 

1097 

640 

1085. 2001 

35 70 

1088 

1086 

• 

. 


2505 

10 89 

1086 1500 
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In the private sector, El DuPont India 
received highest safety structured 
obligation [MAAA(so) a^ AAA(fso)l 
fruin both Icra and Crisil on its three-year 
NCD Theisuiepiacedinprivateplacemcnt 
offered coupon rates of 13 per cent for 
annual payment and 12.6 percent for half- 
yearly payment to raise Rs SO cmre which 
wascollected successfully. The high rating 
was due to the fact that it carried a letter 
of comfort for an unconditional and 
irrevocable guarantee from it.s parent 
DuPont DeNcmours and Company. USA. 
Reliance Industries launched its triple 
A-rated five-year Floating Mibor-Linked 
Debentures. 'Mibor' is the weighted 
average of call money rates of 17 insti¬ 
tutions including banks, PDs and FIs put 
out by the NSE on a daily basis and is said 
to be an accuriuc indicator of the overnight 
money rales The is-suc earned an annual 
pul/call option and had a coupon rate of 
2 per cent over Mibnr which is currently 
around 6 25 per cent per annum It had 
no-floor-no-cap on intere.st rate which is 
what made it innovative It had. however, 
a fixed-rate option of 9.25 per cent The 
next issue to hit the pnvatc placement 
.segment of the market this month was 
TELCO Construction Equipment 
Company (TCECT,), a subsidiary fully 
owned by TELCO. On the offer was a 
three-year bond carrying 12 25 per cent 
coupon, and issue sire of Rs 100 emre 
Apnl also witnessed lor the first time 
an issue from an educational institution. 


Hk Cheimai-based Vailiammai came out 
with 216 year bond plomung to collect Rs 
4 crone Item the market. The issue was 
rated A+(so) by Crisil and initially offered 
coupon ratesbrtween 14-15 percent But 
due to low transparency and uncertun credit 
perception, the coupon rate was forced to 
be hiked to 16 per cent payable annually. 
Response to this issue is not known 

Among the closed ones, invariably all 
the issues were successful in meeting with 
the targeted amount with some issues 
getting generous over-subscription.s. 

After the tax concessions offered to 
municipal bonds ki the union budget for 
1999-:^XX), Nagpur municipdity was the 
first one to announce a bond issue to raise 
Rs 100 crore to fund its water supply 
project followed by JalgaonfRs 200crore) 
andNashikfRs 100 crore) municipalities. 
In the line in near future are also issues 
from Tamil Nadu Industrial Development 
Corporation (Rs I00aorB),MSEB(Rs 3(X) 
crore). Power Gnd Corporation (Rs 600 
crore) and Rural Electrification Corpo¬ 
ration (Rs 600crore). In idl they art aiming 
to raise Rs 2,000 crore. 

Other Instruements 

Surplus liquidity in Uk first fortnight 
resulted in .softening of interest rates on 
commercial paper. Three-month CP rates 
marginally declined from 10 per cent to 
9 80 per cent while one and two-month 
rates were around 8.75-9 per cent and 9.50 
percent, respectively. The rates, however. 


fitnmd iq> fractionally ia the last week of 
April fidlowing fiimhig up the lates in 
the overnight market. Giasim Industries, 
htdoOuIflndustries and Pidilile Industries 
were among the issuers in the primary 
market. As per diua released by dbe RBL 
the total outstanding amoumofCPs as on 
A|»il IS stood at Rs 5,029 aore aitd the 
total amount of CPs issued rhiring the 
foimight ended April IS was Rs 1,386 
crore. This indicate an improvement in 
the CP market. 

IV 

Secondary Markets 
Dated Securities and TBs 

The market preference for govemmmit 
paper was seen at the long end throughout 
the immth. Preference was stronger for 
paper maturing after2009. This was mainly 
on account of the fact that the market 
expected the RBI to reissue long-dated 
papers dunng 1999-2000 in order to 
consolidate the government securities 
market. The yield curve, which was 
relatively flat m the first half of April, 
turned steeply upward slewing in the second 
half (Graphs D and E). 

OMOs and Repos 

The OMOs of the RBI were quite 
aggressive in the first fortnight when the 
RBI sold Rs 1,003 crore of 12.29 per cent 
2010 paper and subsequently also sold 
Rs 526 crore of 12.60 per cent 2018 paper 
As per the data released ty the RBL its OMOs 
dunng the two weeks ended Apnl 16 were 
to the extent of Rs 5.701 crore Around 
the monetary policy on April 20. however, 
the liquidity position in the market grew 
tight and the RBI did not resume its OMOs 
which w6re suspemlcd on the day of the 
policy announcement. Including the sale 
of privately placred 12.40 per cent 2013 
paper, the RBI’s OMOs amounted to 
Rs 7,()97crore(AppendixTable).TheRBI 
repos at 6 per cent also did not find any 
investor after April 12 due to higher 
overnight rates (Table 8). Rqws outside 
RBI remained relatively high (Table 9). 

Bonds and Other Instruments 

Activity in the secondary bonds market 
decreased considerably due to liquidity 
concerns dunng fiw latter half of the month 
(Table 10). Total volumes in corporate 
bonds, tax-free l^U bonds and taxable 
PSUbonds declined significantly. Activity 
in secondary market for CPs. however, 
showed considoable pick up in the second 
fortnightof April. Papers ofKDdak,Nirma, 
Sony, Ranbaxy and Nestle were traded. 

(V P Pnisanth, Rafiq L Ansari, Naaduu Sengnpla 
and Dipt! Pankh were actively invirived in die 
preponlioo of this note.] 
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Average per day working 

261900 
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a Govenunent Paper (I-f 2) 
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b Others {S■♦4+.S+6l■7+*) 
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- No trading GCB GovenuneDi Compensation Bonds * includes Non-SLR bisutulional Bonds, 
S1.R Institutional Bonds. Bank Bonds. Promissoiy Notes, Units of UTI, Company Notes and Zero 
Coupon PSti Bonds ai<dhiheis 
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COMMENTARY 


Defence Spending: Cost of Fighting 
Imaginary Enemies 

Gautam Navlaldia 

India spends large and increasing amounts on defence. Secrecy 
shrouds the mue of security. Threat perceptions, defence policy, 
efficiency of weapons and other such matters cannot be examined by 
the public. This article argues that parliamentary scrutiny and public 
accountability are a must. 

[This IS the first part of a two-part article. Ilie second part, to be published next 
week, will examine internal secunty matten.] 


INCREASES in the allocation for defence 
are a recumng annual phenomenon. Apart 
from the increase shown at the time of 
presentation of the budget, there is the 
n.sual upward revi.ston in defence expen¬ 
diture in the course ot the financial year. 
Between budget estimate (BE) and re¬ 
vised estimate (RE) tor lt)98-99, outlay 
increased by nearly R.s 1,700 crorc This 
vear even before the parliament approved 
the defence budget (DB), there was pres¬ 
sure to increase capital outlay for it by 
another Rs 1,000 crorc. It is claimed that 
defence expenditure accounts tor just 16 
per cent of government's total expendi¬ 
ture and that the nse in defence expen¬ 
diture IS not excessive, although as wc 
shall .sec, allocations have risen by Rs 8,400 
crorc. Contrasted with the decline of 28 
per cent, in ‘absolute terms’, of capital 
expenditure, the increa.se in non-plan 
revenue expenditure of 8 per cent - in 
which detcnce spending n).sc by nearly 16 
fier cent - is disturbingly large. 

Further, the manner of presentation of 
the allocation for defence seems calcu¬ 
lated to achieve obfuscation. The net re.sult 
I.S to rob the figures of much of their 
meaning and the real cost of the defence 
acqursition programmes does not become 
public The annual budget process for 
1999-2000 has excelled in providing 
fudged figures in such key areas as ex- 
pcndinire, liabilities, fiscal deficit, etc, of 
the government of India (GOI) and per- 
SKsted with-understating GOI's military 
expenditure (ME) Union finance minister 
in his budget speech on February 27 
claimed that “Rs 45,694 crore are being 
provided for defence expenditure against 
Rs 41,200 crore in revised estimates 
1998-99”. This suggests a modest hike of 
Rs 4,400crore. However, irilocations listed 
under defence for 1999-2000 in the ex¬ 
penditure budget, volume 2 is Rs 53,395 
crore. Therefore, the increase between BE 


of 1998-99 and 1999-2000 is more than 
Rs 6,000 crore 

The second report of the standing com¬ 
mittee on ministry of defence (1998-99, 

12th Lok Sabha) says that the requirement 
of MOD secretanat, defence accounts, 
canteen stores, defence estate organisation, 
capital contnbutions to the defmee RSU, 
defence pensions "are not included in the 
overall defence allocation". And goes on 
to say that “(w)hat i.>. accepted in common 
parlance as the defence budget is the net 
expenditure thus amved at tor the five 
demands”, i e. No IK to 22 (army, navy, 
air force, ordnance and capital outlay). 
This is significant because in order to 
underplay DB a rccla.ssincation of expen¬ 
diture on defence .services pensions was 
undertakoi in 198S-86. Until 1984-85 the 
practice was to include expenditure on 
defence services pensions in the DB. The 
result IS that the defence expenditure in 
i999-20(M) has been understated by 
Rs 7,348 crore oi l3percentofDB.There 
IS also no reason to exclude the outlay for 
the MOD from DB since it is expense 
incurred for administration related to 
defence. 

But-even this does not provide the 
complete picturebccauseDBalsoexcludes 
coast guard, border toads organisation, 
nuclear and missile piogiammes, etc The 
stuiding committee says that the "require- 
menls of the coast guard organisation and 
the border roads oragnisadon are provided 
for bv the department of revenue and 
ministry of surface tranqiort, respectively”. 
This is an acknowledgement of dispersal 
of military allocation under several Affer¬ 
ent heads of expenditure. There are also 
allocations for nuclear and missile 
programmes in the budget of the depart¬ 
ments of atomic energy and space which 
should be included. 

This by no means is the whole story. 
The actual Aversion of resources for the 


armed forces gets blurred because alloca¬ 
tions for paramilitary forces (PMF), de¬ 
ployed for ‘internal secunty', are excluded 
from consideration. Under Uic prevalent 
notion of 'natronA' security, external and 
internal security areintert wined and treated 
as one. Besides our Constitution circum¬ 
scribes central government’s power over 
law and order which is a state subject It 
also speaks of ‘armed forces of the union’ 
which encompass paramilitary forces For 
administrative and accounting reasons 
these come under ministry of home affairs 
(MHA). But Aeir formation, training, and 
deployment in fighung internal wars likm 
Aem to army’s infantry battalions. Ex¬ 
cluding these Items implies depressing the 
DB by Rs I0,(X)0 crore In oAer words 
DB has been undersuted by Rs 18,400 
crore. 

In order to appreciate Ae burgeoning 
militaiy expenditure it is worth noting that 
total plan and non-plan expenditure of Ae 
GOI IS estimated to reach Rs 2,83,882 
crore in 1999-2000 India's GDP is ex¬ 
pected to be Rs 19,98,875 crorc In other 
words real military spending, at Rs 63,000 
crorc plus in 1999-2000, will be nearly 25 
per cent of total expenditure and 3.18 per 
cent of GDP. In oAer words even if some 
figures (such as for CRPF, CISF, NSG or 
SPG) arc contested for being considered 
part of the DB it will not bring allocations 
below 3 per cent. 

Almost 75 per cent ot the outlay is 
accounted tor by recumng expenditure for 
1.7 mn personnel’s pay. allowances, train¬ 
ing. exercises, etc. The other 25 per cent 
goes uiwards capital expenditure. It is trae 
Aat foreign exchange component of DB 
is depressed by 12 per cent fall in value 
against US $ last year. Thus it is argued 
that a Rs 900 crore increa.se in the army’s 
capital outlay cannot finance major pur¬ 
chases such as the 300 Russian T-90t^s 
worth Rs 500 crore. The navy has get a 
capital hike of Rs 2,400 crore when it is 
beset wiA block obsolescence, has com¬ 
mitment of Rs 10.000 crore procurement 
over the next five years and also plans to 
inAgenously build an air defence ship for 
Rs 1,500 crore, modernise INS Viraat, 
upgr^e carrier compatible Sea Hamer 
fighters, etc The lAF has been given an 
outlay of Rs 3.200 crore. a jump of Rs 500 
crore, which cannot cover the propo.sc(i 
allotment of Rs 3,300 crore for buying 50 
AJTs, expansion of the SU-30 fleet, and 
upgradation of MiG 21 Bis «id Mirage 
7000 aircraft. 

It is true Aat allocations have rarely 
satisfied the military. Indeed in .some yew 
poor allocations may have affected mili- 
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tary haniware acquisition But an internal 
study by the ministry of finance (MOF) 
of SO years of defence spending shows that 
during half of this period defence alloca¬ 
tions were not fully utilised, and for 10 
years fiscal targets wen' barely met 
On the other hand, it is contended that 
control ot piocurcmcnt puKcss by bureau¬ 
crats has led to gap>> in weaponry and 
weapons .stocks that arc useless in mmiem 
combat. It is tldiined that India diws not 
have misMic capable submannes, one, 
ordered Iroiii Ricssia. has yet to amve 
Torpedenss fitted in Indian crafts are in- 
eflectivc against nuNlcm elcctronieally 
equipped battleships Again, the 
Tungushka air defence system, to be cf- 
k'Ctive, requires at least a do/cn batteries 
whereas the Indian aimv has two The 
army feels that civilians icKik lor I'conrv 
mies at the expense ol actual prepart'dness 
which can he devastating in tinK's ol wai 
For instance the arm> waited 10 years to 
get an effeelive answer to AK-47. while 
soldierc died in combat 
The problem Km ween sei vices and the 
bureaucracy has u oi sericd Over the years 
civilian authontv has conic to mean huieau- 
cratie control As a result while forces 
became accountable to the bureaucracy, 
the b«re.iui racy is accountable to not one, 
especially v, here matters related to an evci 
expanding notion ot ‘national security' 
are conccnicd I insiirpi isingly, tK* bureau 
cracy has relused the demand by the 
parliament to jmivide a written defence 
pcdicydoi iiineiii C'ontiol and secrecy have 
also caused dcLivs in am ving at decisions, 
cost overruns, .ihsolesicncc. and have left 
rcHim lor im'giilantie>. 

The army chiel recently cited an ex¬ 
ample ol Kitcauc rat n delay the ui my had 
to .surrcndci Ks I (}t) cri ue Innn a modemi- 
salion grant ol Rs 40 erore K'cause it 
took more tiian two years to get the money 
allocated to it released Theie is a 1 S-yc'ar 
old demand pending tor l.^.*inim self- 
propelled aitillery guns. .Several high 
profile projects such as Arjun mam battle 
tank, advanced jet trainer, light combat 
aircraft, etc. are a long way from comple¬ 
tion. and co.st overruns have K*cn inevi¬ 
table We aic iic'ithet close to assembly 
productum of MUT not to a prototype ol 
AJT and lA'A The nuclear Kimh lest hxs 
afteclcd import ol key components. 
Meanwhile, cost t >1A IT which was Rs 800 
cron? in 1986 will now be more than 
Rs MKK) eroic and tor IX?A it now woiks 
out to be Rs crore 
As fcM MB I, the decision of the MOD 
to buy 3001 -90 tanks in a Rs 4.500 crore 
deal w4h Russia KKi outright purchase 
and 200 to be maiuitai tuied in India - has 
led to a controversv ■.mcc lormer prime 
minister 11 D Deve Oowda denied die 


statement by MOD that the UF govern¬ 
ment had recommended T-90 tanks. He 
went on to state that these tanks have not 
undergone field trials and that only tech- 
nicalcvaJuationwasdonc Theselanks cost 
about Rs 12 crore each against Rs 5-6 
crore for the T-72.S. And it is said that it 
will take six years before accessories a.sked 
for can he supplied. There are also reports 
that naval imports of spare parts for the 
UDW submarines cost between 20-30 
times the normal trade pncc. Again the 
former lAF chief had complained to the 
defence minister George Fernandes that 
the French firm Sextant was selected to 
provide the inertial global positioning 
system by the MOD for Sukhoi and Jaguar, 
although the equipment manufactured by 
Sextant had not been certified foi military 
u.se (MIL-SEPC) and its prices were higher 
than Its competitor, another French tiim 
Sagem. The latter's system is currently in 
use with Prithvi missiles and since De¬ 
cember 1997 with SIT.30 MK. Amid.st all 
this there are apprehensions that if 
indigcnisation and selt-rciiame m mili¬ 
tary hardware arc the objectives behind 
DRDO projects then what has been the 
goverainent’s reaction to the 1995 rcpoit 
ot iK' comptiolier and auditor general of 
India which found nearly 50 pei cent ot 
Its personnel ‘unfit’ for R and D woik"* 

Tlieic arc othei con.sequenccs of bureau 
cratic un-atcountability. Delhi I Iigh Court 
pa.s.scd severe stnclures against the MOD 
for mil ‘disc losing the correct tacts' to the 
appointment committee ot the cabinet, lor 
not acting ‘in accordance with law' and 
acting ‘unrca.snnably and irrutionall)' 
while making senior level appointiiienis 
in the lAF Similariv the Delhi HC quashed 
the appointment of Lt General 11R Kalkal 
as GOC-in-C ol the eastern command on 
grounds ol .supcisession Similarly MOD 
suppressed inturmation from ACC i«*gard- 
ing vice-adniiral Harmtnder Singh All 
these arc w'lious charge.s. With the recent 
dismissal ol the naval chief these allcga 
lions indicate that by keeping information 
away fnini parliamentary scrutiny and the 
public domain, private agenda' and sub¬ 
jective cu.isidcrations could have come to 
prevail 

Considei tin* controversy over MOD’S 
letter of July 27.1998 which barred inter¬ 
ception of suspected gun running boats at 
high seas, viutsidc the maritime bound¬ 
aries, withoutMOD’spnorcIcorance This 
resulted, retrospectively, in setting free 
the gun Kiats seized in February 1998 
under 'Operation Le&h' with 73 people 
and arms and ammunition on a represen¬ 
tation by a one ti me associate of the defence 
minister. The July letter was said to be in 
keeping with GDI’s two pronged .strategy 
of improving relations with Myanmar 


white coverdy backing various anti-nuU- 
taiy juma groups. However, military in¬ 
telligence claitned that the Myanmatese 
group which was the beneficiary ofMOD's 
beiKvotence sold these weapons to mili¬ 
tants fighting Indian armed forces in the 
north-east. Could the charge be correct? 
The public has no way of knowing what 
the actual facts are. Precisely, therefore, 
the public and parliament cannot afford 
the luxury of a laissezrfaire approach to 
security related matters. For too long, in 
the name of ‘national secunty', only the 
banc contours of secunty perception has 
been mode public which cannot illuminate 
the policy that is premised on it, the re¬ 
sources required to meet the objectives set 
by the policy, or even an assessment of 
the overall impact of a major decision 
The decision to lest a nuclear bomb in 
May 1998 brought out a basic defect in 
oui security regime that can be ignored 
at our own pent. It is that a coterie can 
take a decision that compromises the 
country’s vital interests with no fear ol 
being held accountable for such actions 
Without a strategic defence review or 
con.sultatians in the cabinet and the par¬ 
liament. the BJF coalition government 
exploded the nuclcai K>mb And tollowed 
this with exclusive secret negotiations wiin 
the ll.S Wc do not know why this ap 
proach towards the I IS was prefcried over 
a renewed push for multilateral nuclear 
disarmament'' And with the defeat ol the 
BJP-led coalition, the US administration 
has expressed apprehension uKiui the fate 
of the secret dialogue. According to IIS 
admini.stratton Kith India and Pakistan 
iia 'I committed thcm.scl ves to adhere to the 
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Deiihuid No 

Ministry/ 

Deport nwnt 

Allocation 

16 

MOD 

35290 

17 

Pensions 

7.3486.5 

t« 

Army 

23924 90 

19 

Navy 

3362 62 

20 

Air Force 

6042.66 

21 

Ordinance 

134 14 

22 

Capital Outlay 

12229 68 
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53395.55 

37 

Coast Guard 

V>9 

-It 

.SPG 

80 

44 

Ointral Police 

(>916 34 

79 

Bonier Roads 

418 74 

89 and 90 



(SO per cent) 

Alomic Energy 

150000 

93 (SO per cent) 

Space 

875.00 
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I0IS908 
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63.554.63 


Note: The above figure excludes pension 
outlays for PMFs. coast guard, BRO, ^c. 
as well as state governments SRE's 
Source Expenditure Budget 1999-2000. 
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CIBTby September 1999. The US deputy 
seoretuy of state Scott TaRwu pointed out 
that as far as Indian and Pakistani public 
opinions were concerned “we obviously 
must let the govoTunents in question decide 
how much they want to expose to public 
and parliamentary scrutiny the content of 
their side of the dialogues that th^ are 
conducting with us”. The defeat of the 
BJP-led government also saw US admin¬ 
istration expressing concern that a change 
of government can 'unhinge’ these secret 
talks. The is.sue is not signing or not siting 
a multilateral CTBT. The point is that 
bilateral negotiations between two unequal 
partners by their very nature benefit the 
.stronger party. This fact together with US 
pronouncements arouse suspicion that the 
GOI has had to offer concessions to US. 

In the absence of a written polic> and 
public debate citizens do not know how 
much of the threat scenario is make- 
believe, exaggerated, ormerc propaganda 
With a declared nuclear weapon status and 
iiltle likelihood of a rollback, there is 
greater need for public control over the 
country’s sccuniy policy lest a self-.serv- 
ing political leadership aggravate rela¬ 
tions with neighbours We came close to 
this when a motivated campaign was un¬ 
leashed against China 

.Some time ago the union defence minis¬ 
ter (UOM) had created a flap claiming 
Chine.se incursion into the central sector. 
It lianspired that riDP chicl Gautam Kaul 
had alleged that f'hinese- military was con¬ 
centrating troops across Lipuickh pass in 
the central sector of the northern border 
This part of the border is guarded by ninth 
independent bngadc Now the govern¬ 
ment ha.s decided to leducc the strength 
bv moving troops to Bareilly from 
Jo.shtmath Surely, if the allegation was 
iruc or the situation fluid, troop pull-out 
would be inconceivable? 

Similarly the UDM who last year spoke 
ol Chinese imhtary 'tmcirclement' of India 
refen cd to their alleged presence in Cook 
Island which he claimed had been taken 
on loan where an electronic surveillance 
system was installed, and “there are moves 
to convert that into a major naval base” 
lie told the Lok Sabha on March 4 that 
China does not have any base of its own 
near Andaman and Nicobar Islands and 
that India is aware of ChiiKse assistance 
to Myanmar in the upgradation of the 
naval base at Codt Island. 

A simple shift in emphasis and the threat 
perception changes: the first malres the 
Ghinese |»esence a real existing danger 
whereas the other suggests the possibiUty 
of such ’assistance’ becoming a threat. In 
die Chinese government’s assessment 
India will take at least 10 years to establish 
an operational nuclear strike capability 


and does not pose an immediate threat 
And strikingly the MOD annual report for 
1998-99 not only describes China as our 
'great neighbour' but asserts categorically 
that It is ‘not an adversary’. The reference 
to Pakistan tooisdcvuidof hostility. Indeed 
going by the MOD annual report there has 
been a remarkable lessening of tensions 
with the other neighbours too. The changed 
tone of MOD is welcome. However, these 
shifts ate so sharp compared to the rhetoric 
of just some months ago that there is need 
to be cautious lest this turns out to be a 
passing phase very easily replaced by 
vitnolic hyperbole 

The nc^ for a policy document is 
highlighted by GDI's pronouncements 
after the nuclear weapons test in May last. 
After the May 11 blasts GOI said it would 
“consider being an adherent to some of the 
undertakings in the CTBT...(depending) 
on anumberof reciprocal activities”. Since 
economic sanclions were imposed later, 
'reciprocal activities’ refers to global 
nuclear disarmament rather than lifting of 
sanctions. However, this stance has 
changed and progress on CTBT is linked 
now with lifting ut sanctions. If economic 
consequences necessitated this shift then 
the question arises as to why the GOI did 
not take into account the damage nuclear 
blasts wou Id do to our eainomy in a period 
of economic downturn in Asia Nor was 
GOI able to use its so-caUed 'nuclear 
confidence' to push for multilateral global 
nuclear disarmament. 

Indeed GOI shitted ground from its 
declared position earlier that 'detenora- 
tiun of the security environment' lay behind 
Its nuclear weapons programme to claim¬ 
ing that this was intended to give it 'stra¬ 
tegic autonomy' This was strange be¬ 
cause the diplomatic efforts ^owed that 
our manoeuvrability reached an all-time 
low. The decision narrowed down the 
options, with GOI internationally 
marginalised, and Indian foreign policy- 
makers having to smoolhen their way 
through concessions to intemational credi¬ 
tors. It IS known that the pressure on GOI 
has increased on the issue of the new 
patent rights regime, opening of irtsurance 
sector, telecom policy, etc. Whether these 
sectors should be refonited is not the issue. 
The is.sue is the direction and content of 
the change. And therefore, should GOI 
make unilateral offers withcnit recourse to 
even formal recipiocity, even when there 
is no compulsion under WTO? Take 
another instance. Should the reform of the 
insurance sector mean allowing 
privatisation knowing fully well the his¬ 
tory of insurance prior to nationalisation 
in India or the insolvencies of insurance 
companies in US not v«»y long ago?’ It 
is here that GDI’s vulner^Iity to inter¬ 


national pressure in the aftermath of nuclear 
blast makes a mockery of the word *na> 
tionaT in 'nauorud security’. 

It is true that the visit by die Indian printe 
minister to Lahore has visibly reduced 
tensions and for once media is playing up 
people-to-peuple contacts. It is cliumed 
that nuclear weapons tests by the two 
countries have brought about a situation 
whore chances of war have receded But 
the Indian army chief said recently that 
nuclear deterrence “only restricts an all- 
out war employing weapons of mass- 
desmiction...(I)f militancy grow.<i too Ing 
both the initiator, i e, Pakistan and the 
affected nation, i e, India are tempted to 
use conventional weapons.” This only 
emphasises the need for comprehensive 
rethinking, without which the current thaw 
would remain tenuous, llie strategic 
defence review which ought to have bran 
undertaken prior to nuclear blast was not 
undertaken even 11 uKinths after it. The 
presence of nuclear armed US-EU ships 
in the Gulf, the Arabian Sea. and the 
Indian Ocean along with US naval bases 
strewn across this region finds no reference 
in the MOD'S annual report (1998-99). 
Nor IS there a demand tor the US or EU 
ui withdraw nuclear arms from here. In 
any case, nuctear deterrence against .small 
neighbours is dangerous overkill and too 
expensive a proposition against big pow¬ 
ers, the erstwhi le Soviet Union's ruination 
is a case in point. There is more bravado 
than strategic thinking behind GDI's 
security policy. 

This keeps the public confused whether 
GOI IS sincere about secunty. With NATO 
now taking on a global role and ready to 
undertake acnal aggression in violation of 
international law, India’s deci.sion to go 
in for Agra II (IRBM) test launch may be 
seen as an a.ssettion of independence But 
the decision was taken on the eve of the 
BJP-led coalition’s trial of strength in the 
Lok Sabha and so smacks of political 
expediency. And, therefore, while on 'he 
one hand the GOI obliquely links the 
Agnin test to US-EU’s propensity to 
terronse countries they consicter hostite. 
on the other, Indo-US secret negotiations 
carry on and military relations stalled after 
Pokhran II are resumed encompassing, 
reportedly for the first time, training of air 
force personnel. Consequently, if GOI 
claims that secret negotiations with US are 
a must to get economic sanctions lifted, 
then does the Agni II test not queer the 
pitch. CtHiversely, if Agni II lest was viuil, 
how does the GOI plan to both convince 
the US to lift the sanctions including on 
sales of dual use technology a.<i well as 
carry on with missiles development and 
prn^Ltion. Or is this simply an exercise 
in deception, agreeing to non-producli<» 
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of IRB tntssiles and freezing development 
of ICBM. Besides a test is an essential 
requirement but it does not mean that the 
missile has become operational or that 
production would begin. Above all, such 
militaristic tests do not help the civilian 
space programme. 

it IS known that India had wanted an 
early revival of the stalled meeting of the 
Indo-US defence policy group with a 
change in pnitocol equation. US has fielded 
assistant .sccrctaiy level officials so far 
against India fielding its defence secre¬ 
tary India also wanted a meeting of the 
joint techmeal group (JTG) which governs 
hi-tcchnology exchanges. For instance. 
India's AJT prototype has been delayed 
a.s It cannot get the American Allied 
SignalsF- l24engineforAJTL-15‘> which 
requires the U.S govcminent clearance even 
under normal circumstances Besides the 
US has not only blocked visits by Indian 
!K:icnttsts to the US hut they have said 
that the US will not piovide assistance on 
“maintenance of safety, command and 
control ol the.se nuclear weapons”. Simi¬ 
larly. US lobbied hard with Russia to 
stop .sale of cryogenic rocket to India for 
Its GSLV space programme. Of course 


Indian scientists have managed to develop 
an indigenous cryogenic rocket, but 
'reinvenbng the wheel’ is a costly and 
time consuming exercise. As far as the US 
is concerned “how much is enough (of 
nuclear arms] is very simple: zero...”. And 
(he same applies to missiles which US- 
EU use against emuntries which lack 
defence against it. 

The notion of 'national security’ and its 
attendant secrecy has been a long-stand¬ 
ing problem. In the past too foolhardy 
measures were taken which have proved 
costly for the country. Stachen was an¬ 
nexed by Indian troops in 1984 with the 
last post captured from Pakistan in 1987. 
Since 1984 according to the MOO, ISO 
soldiers have been killed and 10,000 
injured The high altitude battle /.one is 
an icy wasteland of dubious strategic 
.significance whetc moie soldiers die due 
to weather conditions than enemy bullets. 
And the country has been allocating 
annually no less than Rs 2,SOO-3,OOOcmre. 
A rough estimate suggests that the country 
has spent in last IS years no les.s than 
Rs 30,000-35,000 crore. And even here 
petty lies dominate as evident from (he 
contradictory figures released by the 


extenml affairs minister and the army on 
Siachen. The lok sabha was told on Mardi 
17 that during the last three yeois 28 army 
personnel were killed in Siachen. But tlw 
figures released by the IS Corps head¬ 
quarters, under whose command Siachen 
falls, says that in 1998 itself 31 army 
personnel were killed. With such cavalier 
attitude prevailing accountability to the 
parliament is absolutely vital. Such ac¬ 
countability alone can force a change in 
poliucal approach to problems; from dis¬ 
carding hostile policy towards neighbour 
to dismantling the regime of terror used 
to crush insurgencies. All that has been 
said points to .serious shortcomings ot the 
existing secretive regime in which the 
countty’s security perceptions and policy 
are formulated and budget allocations 
made. This enhances the validity of the 
argument that parliamentaiy setuUny and 
public accountability arc a musk Thistiolds 
true for ‘internal secunty’ as well. 

(To be concluded) 

Note 

1 I am grateful lo Prabir Purkayostha for infor¬ 
mation on these Ihice key areas 
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OSflSSA 

THbal Women against Liquor 

Ashok Komar Mishra 

While self-help groins have now become acknowledged means of 
widening access to institutional credit in many parts of the country, 
they are also beginning to take up issues of social concern, as has 
happened in a tribal area in Orissa. 


THE progTamme to link the mtal poor to 
mainstreani institutional credit institutions 
through formation of self-help groups has 
taken roots as an iimovative credit dis¬ 
pensation mechanism in our country. The 
emergence of SHGs as a I orum of the poor 
has no doubt helped in widening their 
access to institutional credit and has also 
helped in widening their horizon. 

The collective aspirations of the 
members of the SHG become stronger day 
by day as the group dynamics gets 
strengthened and the group bond gets 
cemented The group members learn the 
benefit ol group action and realise the 
importance of group strength. The SHG 
besides otfcnng a means to access re¬ 
sources starts functioning as a collective 
unit, whichcan addre.ss common problems 
through gmup action and can demand its 
rightful share in the development process. 
There are many instances where SHGs 
have successfully taken up group causes 
and fought againtit deprivations and .social 
.stigmas While successfully playing their 
pre-dcterminedrole ineconomicempower- 
mont the SHGs have also begun to play 
a role as vehicles of social progress. But 
It IS only a gradual process. 

Ismael Getubig (Jr) in his thought 
provoking es.say on ‘The Role of Credit 
in Poverty Alleviation: The Asian 
Bxpenence' has identified following five 
success critena to assess the effectiveness 
of any credit-for-poor programme (i) the 
extent to which the programme has reached 
the truly poor, (ii) loan recovery (mea.<iured 
by repayment rate) which indirectly reflects 
the productivity/profilabiltty of the loan 
as well as borrower's .satisfaction and 
suppunoftheprogtanune,(iii)productivity 
of the loan measured in terms of returns 
on investment; (iv) impact on borrower’s 
income and sustainability at the programme 
level; (v) non-economic objective of a 
credit programme such as empowerment 
of rural women, increasing their status in 
the family, etc. Various studies conducted 
to assess the effectiveness of the SHG 
linkage programme have mostly high¬ 
lighted the economic cntcria mentioned 


above. The awareness the SHGs have 
created and the attitudinal changes they 
have brought in the minds and outlook of 
the members have definitely helped in 
realising their own intrinsic strength. 
Formation of groups with homogeneous 
background and interest which is a key to 
the success of the credit linkage programme 
gradually leads to a situation where the 
self-help groups transcend econoinicis.sue.s 
and are induced to take up other related 
issues. 

The successful experiment of Gramcen 
Bank in Bangladesh has an inbuilt social 
development agenda, as all the members 
of the self-help groups are re(|uired to 
obey the norms already fixed for the 
members, i c, lb pnnciples/command- 
ments, which have a social overtone. The 
SHG linkage pmgramme in India basically 
aims at improving the access of the rural 
poor to institutional credit without a 
prescribed social agenda However, there 
are instancc.s where the SHGs have gone 
beyond economic empowerment, as when 
group solidarity gets strengthened. 

Self-help group, like all other groups, 
evolve over a period of time. The inter¬ 
action among the members keep on 
changing and the rclatimiship among them 
gets continuously adjusted. The shared 
sense of collecuve identity of the group 
gets strengthened Each self-help group 
passes through several stages - the first 
stage when the group members are yet to 
shed their prejudices completely and their 
level of awareness is mimmum. 

The second, cntical/normative stage 
when the group may experience pressure 
from outside as well as from within, where 
the process also helps in the emergence 
of a group leader*and in shaping its own 
norms; and a thud stage when the self- 
help group starts functioning as a team 
where thrre is complete agreement regard¬ 
ing the group objective. It is able to with¬ 
stand outside pressure and resolve internal 
conflicts and the participation level of 
membm in dccision-midcing process is at 
its peak. At this stage, a mature group 
notices the common problems/issues and 


acts coiiecaveiy ineq;iecave oi me raci" 
whether it is an economic or a social one. 
The story of the self-help group of 
Kaptapalli gram panchayat to put a slop 
to alct^l consumption and theircollective 
action in the anli-liquor campaign is 
illustrative. Kaptapalli gram panchayat of 
Nuagaon block in Nayagarh district 
(around 87 km from Bhu^neswar, the 
capital of Onssa)has many self-help groups 
in Kaptapalli, Kersang. Godakaban and 
nearby villages. These SHGs have been 
formed with the intervention of an NGO 
named 'Samuhavikas' and have been 
maintaimng their savings for the last three 
years. The savings amount vanes from 
Rs 3 to Rs 15 per month Some of the 
SHGs have only male members whcieas 
a tew others have only female members. 
Most of the members who used to collect 
firewood from the forest and sell it in the 
market were persuaded by the NGO to 
organise into thnft-cum-crcdit groups and 
take up vanous activities such as tamarind 
processing, paddy processing, trading in 
blackgram. leafpiatc making, processing 
of forest produce, etc They provide loans 
for emergency as well as production 
purpose from SHGs Most of the .SHG 
members are ‘Kutia Kandhas'' who relate 
closelytoproto-Ausiraloidstockandspcak 
the 'Kui’dia)cct.TheKandhasarebastcally 
agncultunsts. while the pninitive groups, 
mostly the Dongna Kandhas of Konqiut 
distncts are mainly engaged in shifting 
cultivation. The Kandhas use bothdistillcd 
and fermented liquor in their socio- 
religious affairs. Distilled liquoi is largely 
consumedbyDesia Kandhas Thcpnnulive 
sections depend upon the local varieties 
like sagtvpalm juice (‘salap’) and date- 
palm juice (‘tadi’) Lttcal herbs and roots 
are added to increase the alcoholic content 
Sometimes Mahua flowers are collected 
and liquor is prepared to meet the require¬ 
ment on .special occasions I .iquoi is con¬ 
sidered as food and ai the same time a 
ntualistic food tosati.sfy deities and spirits. 
It IS considered as a social necessity by 
the Kandhas and therefore consumed 1^ 
them irre.spective of sex and age It also 
affects them as they are exploited by 
moneylenders and liquor vcndtiis. Ai the 
lime of marriage, among (dher gifts. Tipi- 
kalu' or distilled liquoi is exchanged 
between the two parties as prestigious gift 
However, in group meetings the women¬ 
folk used todiscuss the ill-etf eels ol alcohol 
on their socio-economic life especially its 
imjiact on Ihcir family life and family 
economy. It was a common consensus 
among the womenfolk that prejiaration 
and consumption of liquor ha.s a sliatrenng 
effect on their household which rasulted 
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til untold sufTering 6t iSe woinimfolk. 
Subsequent to the discussion among the 
women membensof the Ghodkabari Mahila 
(Women) Self-Help Group in February 
199S the consensus emerged that they will 
appeal in writing to the village committee 
for a long-lasting solution to liquor 
menance in their village. A village mecung 
was held in March and the following 
decisions were udcen. (i) No villager will 
be allowed to consume liquor and disturb 
the peace m the household, (ii) No one is 
allowed to prepare or sell liquor in the 
village (lii) For tribal rituals at ihe time 
of marriage and ‘sradha' ceremony, 
permission of the village committee may 
be taken to prepare liquor at home, (tv) 
A commiUee was formed to implement 
this, on whose repun a person found guilty 
can be penalised. i e, imposition of fine 
amounting Rs SSI, tailing which legal 
acUon will be taken against the guilty 
Similarly, on receiptol a wntten complai nt 
by Kaptapalli Mahila (Women) SHG m 
December the Kaptapalli Purusa (Male) 
SHG acted upon the complaint 
immediately and convened ajoint meeting 
of all male and female members in the 
village on the same day and decided to 
stop preparation and sale of liquor in their 
village, failing which die gramsahha was 
authorised to take the help of the police. 

The community ptessurc worked well 
for quite sometime and the consumption 
of liquor among the villagers came down 
At the .same tunc, there were a few, instancc.s 
of flouting the diclat of the gramsabha. 
The determined tnbai women were quite 
vigilant and asdciiiieduarlicrthcyunitediy 
intervened and broke the pots, fireplaces, 
etc, used for making liquor The related 
issues continued to remain in theii agenda 
in Ihe group meetings 1 he collected mahua 
(lowers was used as cattlcfield and women 
members also helped to sell them outside 
Rvensugge.stionstocuiall 'datepaim' and 
‘sago-juicc palms' trees were considered 
and rejected 

It was subsequently observed that addicts 
were visiting nearby villages to dnnk. The 
determined tnhal women of the SHG 
decided to face this challenge initially by 
forming a joint committee of the villagers 
in three villages of Kaptapalli, Kersang 
and Godakahari. I.ater it was decided to 
coverall the nearby villages foranti-liquor 
campaign by the SHG members. It was 
decided to organise an anti-iiquor 
graiyyau-a On May 19, 1996, around 70 
women and .'ll) tnhal yi mths from dif icreni 
villages of Kaptapalli, Beiiiuanban and 
Bahadajhola panchayats met at Kaptapalli 
village. A few NGOs alvi participate in 
the gramyatra through Kersang, Gunamati 
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uut.Phaiapiiin viUi^ when die ptid- 
cipanis were given ft tradidmal welcome. 
In eftcfa village, meetings were organised, 
where all the villagers participated and 
after thorough discussion in the gram- 
sabhas, the host villagers agreed in writing 
to strictly practise prohibition in their own 
villages. 

On the second day the participants moved 
to Santamandu and Badatamandu villages 
where subsequent to the discussion with 
the villagers a street play titled *Nisa Karc 
Nasha* (Drinking leads to destruction) 
was organised. The participants of 
gramyatra covered Kantiaraba. Kui agadu, 
Makarapalli, Kendubania. Gundurasahi, 
Chakundamadaand Ocegi. During the next 
two days, the padayatns covered IS more 
villages, viz, Oodakabari, Seema. 
Luharkhani, Kaliamba, Konahaiiko, 
Pobaia. Kampala, Muriama. Nuasahi, 
Kesenda, Kaha, lT.samaska, Bardiho, 
Kusumgadia, Barakola, etc. 

The enthusiasm and response tn all the 
villages were not similar and there were 
setbacks too. For instance, the villagers ol 
Munama did not receive the gramyatra 
ilal They did not attend the meeting in 
,pite ol several invitations. It was learnt 
I hat most ol the people ol Munama pi epare 
lii|uorand sell it in nearby non-inhal village 


of Qoonu. Similarly at Kftlia* the villi^rs 
did not show any interest in the campaign 
and did not turn up tor the meeting although 
subsequently they regretted the decision 
in wnting. Howevet. the overall response 
to the anti-liquor gramyatra in all other 
villages was excellent Local community 
leaders, tnbal doctors, a hank branch 
manager and district officials were as.so- 
ciated with the padayatta at some points. 
Time will only tell what impact the efiort.s 
of these tnbal women members ol the 
SHGs will have on the drinking habits of 
the members of the community. It may 
icquire more .such efiorts before lull pro¬ 
hibition is achicvisJ in their villages But 
the illiterate tribal women members of 
Kaptapalli have prosed a point. Common 
is$ue.s, economic oi .social can be dealt 
with better through groupaction.Thenppie 
they have ercated will definitely have a 
lingenng effect on their mind and their 
lives 

Note 

t TheKandhasaa'l.ir'cstaiiiong62tnbesinihe 
stair (Onssa) wiih j iKjpulation of 9 8'> lakhs 
as per IQKI census Tliciu arc vanmis seriions 
among Kandhas-I suipna Kondhas ot Koraput 
disinci. Kuna Kamlhas and Drsia Kandha.s in 
Kandhamal an<l ar.irhy district 


.MADHYA PRADfiSH 

Democratising Democracy 

Manu N Kuikami 


If the panchayat system is to he effective, it neeth to he strengthened 
ta fmologically - whether by providing information on the upkeep of 
II hand pumps, the use of STD.s, or the internet. 


III,RICH BEC'Kol Munich University in 
his book Democracy Without Enemies 
says'that people acquire* a taste for 
democracy by practising it. Freedom 
begets, strengthens and expands freedom 
Wliui all this means is that we have to 
invest in civil society. We have to delegate 
powc. and autliiH'ity to it tn every respect: 
technologically (information media) 
economicaliy (basic investment) and 
educationally (skills and knowledge). 
Public work (where public is supreme) in 
this sense means an odd blend of politics, 
I are for others and everyday co-opei ation. 
Wc need a citizen-state alliance for civil 
society." India's panchayati ng system has 
emerged as one of the potent instruments 
lor building a vibrant civil society in the 
days to come. Thanks to 73rd and 74th 


Constitutional Amendments, village/lown 
lepublics/govcriiinents have been con¬ 
stituted and in MP there are at least 30,922 
village panchayjis spread over in 45 
districts(/illapanchayats)atid4.S9(janpad 
panchayats) In MP thousands of liKally 
elected grass roots men and women arc 
now making a dittcience to the lives of 
the people igwd or bad depending on the 
panchayat leaders i 

If wc go h> Beck’s model of demo¬ 
cratising the democracy the first task in 
MP IS 10 strengthen these decentralised 
bodies. The tivec mam areas which emerge 
as impotlani in this t8.sk are (a) streng¬ 
thening the pamliayat.s technologically; 
(b) managing resources both fiscal and 
phy.sical: and (ci skills and knowledge of 
doing things effic lently and effectively by 


these panchayats. Hie method followed so 
far in MP is lo issue ‘adesh’ from time 
to time on the powers gi ven and not given. 
By the time these adeshes reach the village 
panchayats things would have changed 
totally. Hie previous ade.shcs are never 
abolished even when they arc iirclcvant 
oruselcss Managing panchavats (aiall the 
three levels) cannot be done through these 
centralised instructions Let us examine 
each of these areas ol action against the 
background of the experience pained in 
MP in the la.st few years. Iu.st yeai hack 
a decision was taken to hand over tlie 
maintenance of nearly 2 50 lakh India 
Mark II hand pumps in.stallcd by the PHEI) 
in MP and an amount ui Ks 500 per pump 
was given to each village panchayat Hus 
wa.s the mo.st sensible decision taken hy 
the goveninicnl in keeping with dcvolu 
tion of powers and tuiicOons to the 
village panchayats (VPs) rhenthePHED 
.started a campaign ol vilification ol 
lhc.se VPs on the ground that the villagers 
do not know host to maintain them, they 
lack technical skills, (hey do not know 
the spare parts ol the pumps, they will sell 
the spare.s. inaiiitenance giant will he 
niisu.sed, etc 

The female pans has were very angry 
Women of the village arc the ones who 
spend their lifetime with the.se hand 
pumps and in BetuI women have wnuen 
a Maintciuoue Manual of huhu Mark II 
Hand Pumps by dcsciibing eai-h spaie of 
the pump in their own local language 
India Mark II hand pumps in India are 
more than 30 years old Why could not 
the PHED dcmyslily the technology of 
the.se pumps in 30 years'^ Hie village 
mechanic of the PHKD ncvei twik the 
villagcis into confidence. Here is a hand 
pump which gives hic to the people and 
this technology has been kept a sciret by 
ourpubhcheaUhcnginccrs Bui the people 
themselves undei stood how the pump 
works, where it breaks, how to grea.si’ the 
fast moving parts, etc This is the clarsic 
ca.se ot how democracy can fait if 
technologies which sustain lilc and living 
arc not ‘demociatiscd' and the earlier the 
l*'chiiociats realise this beltei is for 
democracy in our country Sam PctRida 
brought .S'fD tea:hnoU)gy to the doorsteps 
of the people of this country and he 
democratised the telephone technology 
Mahatma Gandhi wants'd the village 
technology In be democratised sothai latgc 
number of pctrple use it and enjoy it 

Wc are on the threshold ol the new 
information tec hnology and il our 
panchayats have li> |icrtoim well in MP 
they have to be equipped fast Eqiiipni.*.nt 
docs not mean buildings tables, andchaiis 
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but equipped with technologies which are 
affordable and can be used to enhance 
their efficiencies Ali4S0andoddjanpad 
panchayats have to be provided with PCs 
and connected with internets. A 
Hyderabad-based company Kayz has 
developed ‘Plug and Play* internet services 
accessible from the TV sets available m 
many villages. Many of the adeshes of 
government never reach the VPs, JPs and 
ZPs All these can be off loaded on the 
internets Take the case of Rozgar, a 
magazine published by Madhyam, a public 
sectorundeitakingof MP-whichcontains 
many govemment orders and notificabons 
The postal distrihuliun is cumbersome. 
This can be put on the internet and every 
janpad level member and unemployed 
youth sitting in a block town can access 
the adverU-sement for jobs, application 
forms, etc. and need not wait for postal 
receipt of application forms and the chances 
of mis.sing the deadlines In fact, the whole 
govemment Gazette can be puton the web 
site of the MP government. The arguments 
put forward again.sl providing PCs and 
internets is that the janpads are not literate/ 
educated. But how come they picked up 
STD technology within no time? 

The State Finance Commission in MP, 
has made recommendations for the 
devolution of grants and sharing of 
revenues from the state to the different 
tiers of the panchayat and between the 
tiers. There are still areas of conllict and 
the panchayats have to he rewarded toi 
their tax revenue mobilisation efforts MP 
has to go a long wav in improving the 
planning methodology ZPs have to plan 
at the district level and thedi.stncl planning 
has remained a theoretical exercise Each 
district in MP is a complex enuiy by lUcIf 
with so many sectors like forest, mineralv, 
nvers and roads needing close attention 
for improvement as well as for generating 
employment and revenues. The state and 
district level planning experts have to sit 
together with panchayat members and 
develop ZP. IP and VP level plans with 
the involvement of people and panchas 
This was how the d^'entralised people's 
plans were developed in Kerala for which 
Planning Commission supported The.sc 
plans should not become blueprints like 
the PWD blueprints which are dumped 
when funds exhaust They should become 
talking points for the people in the districts 
for developing themselves and their areas 
and the government playing a facilitating 
role. The private sector can also play a role 
in this district plans by picking up some 
activitie.s for flnancial and other support. 
Under the 73rd/74th Constitutional 
Amendment district planning body has to 
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be strengthened. Unfortunately, the 
sectoial departments of tlw govemment 
set up their own ’line’ structures by by¬ 
passing the panchayats. The DPEP - the 
World Bank funded primary education 
programme has established village 
education committees (VECs) in their 
project villages when there is already a 
piovi.sion under the panchayats to have 
such VECs which can oversee all types 
of primary education programmes, formal, 
non-formal, alternative and education 
guarantee schools, etc. All bilateral and 
multilateral agencies mu.<n be mandated to 
work with these panchayats in India. The 
ZPs are never involved in any discussions 
with bilateral and multilateral agencies 
when the loans/grants are negotiated. 

The third area of democratisation process 
is the .skill and knowledge improvement 
of these panchayat bodies and iu members 
In the past ‘.soochnashivirs’ and ‘janjagran 
abhiyans' were held in many blocks of 
MP They all turned out to be camps for 
the officers to tell the people about their 
'yoianas'. The tactics of getting benefits 
ofthcseyoianaswerenevertold PaiKhayat 
members arc nearest to the people and 
then knowledge of how the state works 
IS very important Unfortunately, the 
training of the.se panchayat members was 
not done properiy by the govemment Many 
training centres established under the 
community development programmes in 
IQ60s are languishing for want of funds 
and directions in MP Theycanbeeneigi.scd 
now. 

The final arcaol concern for developing 
these panchayat bodies in MPisthe absence 
of an institutionalised ‘think-tank* to 
advocate, articulate, argue, defend the 
cause ol panchayats in all state level policy- 
making lora and confabulations. There is 
a need foi constituting MP panchayat 
parishad as an institutional fomm headed 
by a professional activist who believes in 
the pnilcssinnal development of these 
panchayat bodies V Kuricn helped to 
develop village milk co-ops through the 
state level milk federations. Gujarat State 
Milk H.*deraiion is now competingglobally 
to sell Its milk products. Ihe panchayats 
are like co-operatives fw promoting civil 
society and good governance. The state 
level pane' ayat parishad is like a state 
level federation for protecting the 
panchayats This MP panchayat pari.shad 
will exert coastant public pre.<isures on the 
state for making these panchayats vibrant 
organs of civil society and governance. 
Otherwise the state level legislators, 
ministers, buieaucrats would make these 
panchayats impoverished constitutional 
bodies. 
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Qiiya Intellectiials Then and Now 

BiawanM^ P*ti 

Oriya intellectuals at the end of the 19th century, though shaped by 
coloniedism and feudalism, were more open-minded, tolerant and 
receptive to ideas. In comparison, today's Oriya intellectuals seem 
myopic, out of touch with the concerns of the masses. The situation 
can only improve when the marginal classes claim their place in 
society and among mtellectuals. 


THIS short article focuses on tiie way 
Oriya intellectuals thought about ‘the 
world’ around the closing years of the 
19di century. 1 have in mine! many people 
like Madhusudan Das and Fakirmohana 
Senapati. They belonged to a specific 
histoncai context Colonialism and the 
feudal order pixwided the central para¬ 
digms of their existence as much as the 
coastal Onssa region. A remarkable fea¬ 
ture was that at the turn of the century most 
people like them were from the less af- 
llucnt section of society. It was their 
individual talent and their connections with 
the tcudal/colonial wot Id that enabled them 
Id 'make it’ One is only generalising lure 
and there were obviously some excep¬ 
tions. With the expansion in variiHis fields 
over the last 1(X) years or so it is worth 
p<indcring whether intellectuals in Onssa 
loday are moving forward or backwards 

- something that emerges when we com- 
pjic the past and the present. 

It is indeed staking that Onya intellec¬ 
tuals at the turn of the 19th century were 
much more open-minded, tolerant and 
i’xpo.sed to diversities than their counter- 
p.irts loday What is amazing is the way 
these people were exposed to diversities 
.4 different languages (viz. Oriya. Bengali. 
Persian. Sansknt, Teiugu, Hindi and 
Imglish) and religious systems (viz, Hin¬ 
duism. Islam, Christianity, Brahmoism). 
This made them very human and sensitive. 
Onecan refer here to the murderof Graham 
Staines and his two children - anything 
like this would have been very senously 
cundemnedby theOnyaintellectual ‘then* 

- tnespective of the acnial activities of the 
missionanes at that time. 

Perhaps this open-mindedness ensured 
another feature - receptivity to ideas and 
the fondness for debates and discussions. 
Ihe notionof ‘adda’ has of course changed 
With the clock of capitalism ticking inces- 
^tly along with features like urbanisation 
and alienation. Ironically, however, the 
increase in possibilities does not seem to 
have made any visible mark on the think- 
>»{! of the Oriya intellectual. And. what 
IS perhaps unfortunate is that in some 


quarters the world of ideas itself is con¬ 
sidered subversive loday. 

Given their social ori^ns the Oriya 
intellectuals around the closing years of 
the 19th century were sensitive to the poor 
- even after being distanced from Aem 
in course of their career. Take the case of 
Madhusudan who resigned from his post 
as a minister since his adopted daughter 
had overheard a remark made by someone 
about Madhusudan giving ‘armchair* 
advice to others to work seriously dunng 
the plague relict operations, when he 
himself was comlortabiy ensconced as a 
minister drawing a fat .salary. How many 
politiciaas in Ons.sa would do such a thing 
today‘s In fact, evidence shows that the 
trend is exactly the opposite today. 

Although uneven and limited, there has 
been a significant increase in the size of 
the educated thinking population How¬ 
ever, one can find certain commonalities 
between ‘then' and ‘now'. The most 
obvious one relates to the bureaucrat 
syndrome - the burcaucrat in Onssa was 
also a creauve water, an intellectual and 
a thinker - a trend that has continued. 
At the same lime, even here there were 
certain pos.sibilitics-associated with the 
exposure to diversity andopm-mindedness 
a century ago which seem to have gone. 
One can easily illustrate this by referring 
to the issues, concern and the agendas of 
Ihe past and the sheer myopia of the Onya 
intellecmal Pxiay 

Similarly the obsession with the coastal 
tract is another notable area where one 
notices continuities However, there is a 
difference in the way that in the past there 
was a more cntical awareness related to 
issues like hunger, starvation and the agri¬ 
cultural system. In tact, it is worth noting 
here that when the first imfigenously- 
owned newspaper - The Vtkala Diptka - 
was set up in 1868 one of its initial con¬ 
cerns was to highlight the fall-out of the 
1866 famine on die people of Cuttack, 
Puri and Balasure. The Oriya intellectual 
today IS not even aware of the severe crisis 
affecting agriculture in the coastal tract or 
of the fact that the cropping pattern le- 


mains similar to the 19th century, along 
with a nuyor increase in the population. 
This prevents possibilitiesofa vision which 
can see even coastal Onssa holistically. 

The perception of the popular masses 
marks another area where one can see 
certain continuities. At the turn of die 
century there were a lot of feats and 
msecunties of the Oriya intellectual, who 
located the ‘adivasis’ and the outcastes as 
the distinct ‘Other’. This can be seen with 
reference to some of the popular move¬ 
ments of the pie- i920 phase, viz, Mahima 
‘dharmees* ‘entry’ into the Jagaimatba 
temple and the Keonjhar ‘meli’ of 
Dharanidar Bhuyan in the 1880$. One sees 
a continuity insofar as this is concerned, 
with perhaps one addiuon - the common 
people do not appeal in the visions and 
the agendas of the intellectuals today. And, 
this is possible due to the absence of any 
major threat perceived from the popular 
masses 

Let us also examine another theme - 
gender. Fakirmohana's anguish related to 
Rcbati's attempt to get education illus¬ 
trates a deep humanitanan sympathy for 
women. Thus, even while nding the horse 
of patnarchy there was some concern for 
women among the thinking people The 
present can be perhaps illustrated through 
Anjana Mishra and the way she is per¬ 
ceived in some quarters today. 

One can however conclucte by mention¬ 
ing that things are changing and the next 
centuiy will perhaps witness major shifts 
when 'daiits', adivasis, women and other 
marginal groups will transgress the bound¬ 
aries which have been imposed by the 
upper castc/class patriarchal order in order 
to effectively keep them out. The begin¬ 
nings of this process are visible. This will 
not only mark major shifts but also pro¬ 
vide new directions. The question is how 
many Onya intellectuals will be on the 
side of these processes? Will they think 
like the Utkala Putra which, in 1870, had 
questioned the exploitative structures, the 
lack of initiab ves to promote education as 
well as blind and superstitious beliefs, or 
8 k Samvabadi, -which had envisaged 
Distinct possibilities for the ‘future’? This 
will of course be determined by the shape 
of things to come. After all, GopabaiKlhu 
Das. who was a product of Ihe same 
environment, was meumorphosed not just 
by humanitanarasm or the (X;tober Revo¬ 
lution but also by the mass movemeni 
associated with the ‘non-cooperation’ 
straggle in Orissa. 

(This article is based on a talk delivered at The 
Ortssu Forum, New Delhi. Apnl 10. l'W9, 
organiscJ to observe the biiih anniversary ol 
Madhusudan Das ] 
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Fractured Societies, 
Fractured Histories 

Hiranmay Dhar 
Ro(q> Rekha Verma 


Subaliem studies have presented a critique of the orthodox concept of 
nationalism and partisan history writing, and more recently, of 
history itself. 'Fractured Societies, Fractured Histories’ was the 
theme of the Sixth Subaltern Studies Conference. Participants 
discussed political institutions, nationalism, community and caste in 
third world social formations. 


THE Sixth Subaltern Studies Conterence 
was held at the Giri Institute of Elevelop- 
ntcm Studies at Lucknow this ycai Under 
the nibnc ‘Fractured Societies. Fractured 
Histories', the conference discussed po¬ 
litical institutions, nationalism, commu¬ 
nity. caste, etc. 

fo his inaugural address. Cyan Pandey 
pointed out tlut the Subaltern Studies (SS) 
have emerged as a powerful critique of the 
orthodox concept of nationalism and the 
partisan way of hi.story wnting. In recent 
times, Imwcvcr, the SS have became the 
entique of history itself, i e. the way in 
which we negotiate our past and appro- 
pnate tt for our political puiposes. 

In his more detailed account of the 
evolution of SS studies, Partha Chatteijee 
located the current debate in sixnal sci¬ 
ences in the divergence between the 'pure' 
theory of transition formed out of the 
western European expenence and the 
specific instances of transition in the third 
world social formations with their uneven 
contradictions Chatteijee pointed out that 
the elite/subaltem relation is not an alter¬ 
native definition to class but its comple¬ 
mentary that better explains these uneven 
developmen's. Nor is it synonymous with 
the ruling class and the governed class as 
thisielationdoesnotcoiTesponduithe struc¬ 
ture of the state power. The elite/subaltem 
should be view^ as two opposed, dialec¬ 
tical consciousness: The subaltern is at the 
same time dependent (subordination) and 
(^iposed (auUHiomy) to the elite conscious¬ 
ness. On the basis of this approach, he 
said, the SS initially concentrated on two 
aspects of modem Ustonography. (a) the 
split b^een the pohtical domain of the 
subaltern and the elite and (b) the au¬ 
tonomy of peasant consciousness. 

CritiCKsm and self-criticism initiated a 
new. turn in the enquiry of the SS from 
forms of subaltern autonomy to their 
fMocess of representation. One methodo¬ 
logical shift in dieir enquiry was the study 
of the text. Hovrever, the agenda of tlw 
SS remains lire same, i c, oppositional and 


critical history writing. The subaltern 
cannot speak for the entire society. The 
histonography of subaltmn, he said, would 
always remain fn^mentary, partial and 
even incoherent. 

This new turn in their enquiiy.Chatteqee 
argued, has enabled the SS to engage in 
the current poiilical debate on community, 
caste and the gender question. The SS 
tried to show that both the Hindu chau¬ 
vinists and the secularists are pursuing 
two different .strategies to cinisolidate the 
regime of modem state. The caste con¬ 
flicts arc now almost entirely centred on 
the relative position of different caste 
groups to the .state. While ail women arc 
subaltern m a patriarchal society, the SS 
thinks that the social construction of gender 
in such a society is made more complex 
through the intervention of caste, cia.ss 
and communal identities. 

In his paper 'Retailing of the Muslim 
Conquc.st of India', Shahid Amin talked 
about dis|unction between historians’ 
histoiy and peoples’ construction of the 
pa.st. I c, memory, in recent times in India. 
For the histonans the real challenge under 
the situation i.s not to keep on producing 
real sturdy secular history and use it against 
what the people are imagining. His history 
now should also be a history of memory 
Neither .should the historians’ response 
in terms of the argument that India has 
been defined by syncretism. S^cretism, 
Shahid Amin said, is a process and this 
process has very often been a process of 
conque.st, i e, there is a lelatimi between 
syncreti.sm and conquest. 

Citing the example of the ballads of 
Gazi Mian of Bchraich - r»phew of the 
Mohammad of Gazni who died at 19while 
protecting his shepherd subjects - Shahid 
Amin argued that Gazi Mian was not a 
pacifist, hut a conquercH'. Yet hts achieve¬ 
ment is not in terms of conversion, but in 
teimsof those who are not converted, i e, 
his followers. Neither side has given up 
its position in this relationship and that is 
what IS required to^y in telling histray. 


i e, hi terms of tUffeience. For ^uch type 
of history wihing it is necessaiy, he s^ 
to open a third front in history writing and 
write a non-sectarian histray. 

In their'Vasudhaiva Kutumbakam: The 
Hindu in the World’, GyanPrakash (speak¬ 
ing for their group Vasudha) talked about 
coruiection (a) between ideological appa¬ 
ratus (i e, internet) and electronic capital¬ 
ism and (b) between globalisation of 
Vishwa Hindu Parishad (VHP) and 
globalisation as such. Electronic capital¬ 
ism, GP said (marked by uemendous 
compression of time and space in the 
caiHlalistsysiem of production) has created 
a new professiomd class - termed post¬ 
state class system - who can secede from 
the rest of the society. 

It IS in this context, the VHP is trying 
to recoastitute the Indian chaspora - dis¬ 
persed and oriented in their home-based 
religious pracuces - into a cohc.si ve Hindu 
community. The US official multicultural¬ 
isation policy, telecommumcation rcvolu- 
Uon and large presence of Indian immi¬ 
grants in the US academia have helped the 
VHP in this pursuit. Through dissemina¬ 
tion of their re-coded concept of ethnic 
i(toitity,cotnmunali.sm, family valucsfe g, 
patnarchal control over women), the VHP 
have been trying to give this new class a 
sense of identity which transnational 
capital has been constantly trying to erode 
This has enabled VHP to raise milhons 
of dollars in the US for welfare programmes 
in India with obvious seepage to the coffer 
of Sangh pari var With these re.sources the 
Sangh parivar can potentially develop a 
new political agency - the post-state class 
system - which will not he under the 
domination of any nation state. The left 
in India and in the US, GP argued, have 
failed to comprehend this new role of 
Hindu nationalism in the new global order 
and the potentiality of electronic revolu¬ 
tion which at once allow the penetration 
of inteiiuitional capiul and create a Hindu 
who can step into the ‘international civil 
society’ at ease. 

The post-state class system, GP argued 
in subsequent discussion, refers not to the 
withering away of the state and clas.s 
relations. It signifies ancfToitby thecapital 
to organise the economy without the 
constraints of a nation state. On the rela¬ 
tion between international capital and the 
nation states, GP argued that the Berton 
Wood was an attempt to organise global 
capital through the institution of natioti 
state. Under its current phase, die global 
c^iital has created a jwlitical situation 
which does not remain confined to tht' 
diktat of nation state. While searching for 
ahnic identity and roots, hindutva has 
connected its^ to diis changing nature of 
global capital. 
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In his ‘Religion. Social Space and Iden¬ 
tity: Construction of Boumiaiy in Colo¬ 
nial India’, Sanal Mohan (SM) discussed 
the movement led by Piathydcsha Raksha 
Daiva Sabha and its prophet Yohannan 
for recasting the soci^ power structure 
in the iatp 19th and early 20tii century 
Travancore. SM aiulysed the movemoit 
m terms of a contest over space which has 
found a balance between materialism and 
spirituality, rather than in terms of binary 
opposition between material well-being 
and spirinialit/ louring tlw movement the 
dalit consciousness came to be expressed 
through reworiied religious idioms, tradi- 
uons, collective memoiy, social experi¬ 
ence, etc. The Sabha reworked the bitter 
memory of slavery in a manner that gave 
dalits at once a better understanding of 
their slave past and also motivated them 
to break with that pa.st. 

The Sabha’s effort to restore dalit iden¬ 
tity was, to SM, a process of self-negation. 

I c. to become what it was not earlier. In 
this the Sabha’s effort had been to break 
out of the caste-fold which was the basis 
of all past communities and to introduce 
new concepts. But the agenda remained 
.iikomplete. The catstc affiliation persisted 
ami came back later when the schism 
.ippeared in the movement. 

(iautam Bhadia opened the discussion 
With the argument that history writing 
lannut do without stereotypes But he 
xsked, what would be the method of ste¬ 
reotyping the dalit latiguage. Gayatri 
('hakrabarty Spivak argued that the con¬ 
struction of didit consciousness by recall¬ 
ing the slave past (by SM) is the construc¬ 
tion of dalit consciousness through sepa- 
intion Ravi Sinha remarked that in Ms 
process of packing and unpacking ‘stcreo- 
tstvs' one .should not forget the person 
who was packing and unpacking tiie ste- 
^ rtotype, and his reference point. The 
reaction of SM to these questions has been 
that he would go for the stereotype to the 
extent it enables him to dismantle the 
stnicture of dominance. He was. however, 
not sure how an outsider could know in 
absolute terms the ways and means of the 
community that he studio. 

Sukalpa Bhattacharya (SB) in her paper 
'Women and the (^estion of Cultural 
Rights- Two Cases of North-East India’ 
aigued that the women in the north-east 
aic thnee marginalised: as a post-colonia] 
suhicct, as part of periphery to the (na¬ 
tional) centie, and, finally, as women. In 
the north-eastern states, the state-nation is 
an imposition on a society now positioned 
between patriliny and matriliny immedi- 
k ately after their stave past. In such a situ- 
^ ationthenon-insurgentwomenofMizotam 
and Nagaiand are opposing load elites, 
customs, church and the Ii^an state in¬ 


directly through their welfve progiamme. 
In the same vein, Prasenjit Biswas argued 
in his ‘Debate between FUriliny and 
Matriliny in Khasi Soci^' that ^ op¬ 
position of khasi women organisations to 
the patriarchal authority has been indirect 
(through the opposition to the state-na¬ 
tion), inarticulate (not directly counter¬ 
poised against patriarchy vriiich is only 
emergent) and partially conservative (de¬ 
fending die eiisence of khasi traditional 
culture). 

The concept ‘state-nation*, according to 
PB, refers to an iastitution which is im¬ 
posed from above to which the commu¬ 
nity below was made to adjust. Mahmood 
Mamdani informed that the term ‘state- 
nation’ has frequently appeared in the 
discourses on state formation in Africa in 
recent times. In Africa, he said, there has 
been complete di.s|unction between the 
processes of state fonnation and the social 
processes. The concept of state-nation in 
Africa is seen a.s an agent that enforces 
a manufactured identity enforced from 
^ve. 

PB, however, argued that his concept 
of state-nation is different from MM's 
concept. In the north-eastern ctmtext the 
concept inheres the concept of nation from 
below a.s presented by them in the UN 
Forum on Unrepresented Nation laved 
Alam, however, found in this concept 
’nation from below' an expression of 
demand for recognition by these little 
communities a.s distinct people within a 
larger multinatinnal situation. 

On the question of retrieval of subaltern 
vnicesShahid Amin aigued that one cannot 
retrieve a subaltern text and leave it at that 
as it does not help us understand the 
document. One has to iiriiabit it with the 
time and space which are different from 
those of tte historians’ to make the text 
meaningful The historians should also 
remember in this connection that the 
officiai documents (unlike memory) re¬ 
flect on the,rBlatiun.ship between the state 
and the people Thr way the evidence is 
made available reflects the way the state 
has impinged on the life, and livings of 
the subaltern 

Reacting to comments on her paper, SB 
said that one does need some stereotypes, 
some basis of an interaction with the 
subaltern groups to make an entry mto 
their otherness “What does one doT’ - 
she asked, when a woman (like her) wants 
to study tite emergence of the Naga woman 
from an unorganised, rural Naga women. 
Reacting to this Spivek poimed out that 
she agrees with the aigument about the 
necessity of stmotypes in dealing with 
unotganised Naga womoi. The question, 
however, is, how does one proc^ in a 
situation where one is not in a position 


to enter into the space of unotganised 
Naga women and wiw have therefore been 
defined as women without language, his¬ 
tory, etc. One of the ways to resolve this 
question is, she thinks, through the 
textuality of doing (without, of course, 
valonsing doing over knowing) in that 
arena with patience and Icam the limit of 
our ignorance which tells us that the other 
has no language 

PB, instead, advocated the field-iinguis- 
tic method in which the investigator talks 
directly to the other in the held. One 
discussant, Juiki, said that the assumption 
that the so-calied native once idcntiried 
will talk to the investigator in an 
unmedialed form is a rather grand ano- 
gallon It, in effect, locates the investigator 
at the centre of the narrative and has the 
potentiality of recoastxuction, not retneval 
She said that it might be more usehil to 
construct the whole narrative as relation. 
Shahid Amin pointed out that even when 
the researcher knows the language of the 
speech commumty he is investigating, 
there is the possibility that the distance 
between him (the researcher) and the 
speech community surfaces {Recisciy when 
he claims that he is nearer to that speech 
because of the knowledge of its language 
This kind of affirmity (the knowledge of 
language) is enabling. But he warns ihm 
there is .something else besides (this en¬ 
abling) and his writings must have space 
for this understanding. 

Sail Mayaram’s concern in her 
‘Canonising Hinduism: the Politics of 
Conversion* is to highlight: (a)The VHP’s 
interpretation of Hinduism, and (h) its 
recasting of extant tradition among the 
backward castes Hindu rawat and Muslim 
menu (both progeny of the community) 
in the centraJ Aravallis. 

With the help of their local accomplice, 
Chauhan Sabha, the VHP is introducmg 
the idiilosophy of karma with its emphasis 
on jati hierarchy, displacing the locally 
held beliefs The local shrines, callrd 
jliuqjhar. which provide space for women 
paiticiptf ion and are usually organised by 
lower caste pnesis, ore being replaced by 
mandirs where uihanised, brahmin priests 
control ritual practices. The open struc¬ 
tured ancestral shrine thaan, which hnngs 
the deity nearer to the people, is being 
replaced by the mandir which distances 
the deity from the people. 

VHP is trying to deny divinity to a 
certain deity and empowering certain 
others. The popular cult of Ram Dev, the 
local dalit go<i is being compared with 
Vishnu ’avtar’i, a Hindu gnd. But another 
pt^lar deity, Tejtqi has been denigrated 
as Tejqti could not be related to any Hindu 
god. The VHP IS also tiying to redefine 
the erotic Tantra cult of Hinglaj, the 
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goddess of Nathyogi - which provided a 
major challenge to the caste and gender 
divide - as Parvati, the goddess of social 
propnety 

Commenting on the activities of VHP, 
Rajesh Mishra said that the cannonisation 
of Hinduism is a political project It cannot 
be contested effectivdy by individuals 
opening a third front in history writing, 
e g, non-sectanan hi.story writings sug¬ 
gested by Shahid Amin earlier. Roop 
Rekha Verma added that the latest politi¬ 
cal agenda of VHP is to impose uniform 
identity on various social/tehgious groups 
and commercialise Hinduism. 

Ratan Khasnabis argued that a strong 
wave of communalism is sweeping the 
subcontinent in recent times. The ideo¬ 
logy of clas.s has yielded place to com¬ 
munal ideas Javed Alam reacted to this 
by saying that the problems of commu¬ 
nalism cannot be understood by counter¬ 
poising class against community. In India, 
the larger castes have collapsed into com¬ 
munities like jadav, kurmi, etc, who do 
nut accept brahmanical categones, hier- 
arohies and nlual discriminations. From 
out of these internally differentiated com¬ 
munities a new middle class has emerged 
which is trying to organise these commu¬ 
nities in larger political groupings and has 
challenged the brahminicid authorities The 
upper caste bralimins, thakuis, etc, in 
reaction, have .stopped thinking about 
themselves as brahmins, thakuns. etc, and 
have taken to Hinduism and have arraigned 
themselves against the struggle for de¬ 
mocracy by these newly emergent middle 
classes This is the specificity of India at 
this juncture Ravi Sinha pointed out in 
this connection that the social scientists 
must ilmi out methods to incorporate their 
study of myths, mysticism, etc, with all 
other micro level movements which may 
not always be of the subaltern groups. 
Only this kind of approach will enable the 
activists to find strategies to fight com- 
munahsm on a larger scale. 

In her response. Sail Mayaram argued 
that she found local complicity among 
merat and rawat in the process oi penetra¬ 
tion of VHP ideology in their region. How¬ 
ever, she said, the people also resisted 
Even after 'panvartan', the Muslims con¬ 
tinued with theirpracticesofbunal When 
there were attempts to change the kinship 
structure, people resisted openly resulting 
in nots. The form of resistance depended 
on the customs and practices of resistance 
ofthelorals Modernity, she said, entered 
into the lives of the.se communities in 
div tfse ways. The idea that the Hindus and 
Muslims are two distinct categones came 
during the colonial era and the idea of de- 
Islamisation came into being at the time 
of mobilisation ui 1947 


Analysing the colonial stale, Mahmood 
Mamdani (MM) argued that it produced 
two types of identity; civic and ethnic. The 
civic identity is the identity of citizens and 
is racially defined. The natives are defined 
edinicaily, excluded from the regime of 
nghts, and follow their own customary 
laws enforced by customary authonty. In 
the Afncan case these customary nghts 
included the nght to use land (though not 
itsownership), which is very important for 
the livelihood of the poor. 

At independence, the distinction between 
the Citizen and subject turned into citizen 
and ethnic. The settlers belonged to civic 
citizenship, but the natives belonged to 
both Thcrearetwotypesofsettlers:(a)thc 
foreigners, the non-native settlers, and 
(b) native .settlers (also tailed foreign 
native), who came from outside that ethnic 
area In an ethnic sense, the settlers are 
divided into indigenous and non-indig- 
enoiis It IS in this demand for pnvilcging 
the indigenous over the non-indigsnous 
(often the majority if one adds settlers and 
native settleis) that the ethnic conflict in 
Africa IS structurally emb«lded. 

In the context of Rwanda he said that 
the Hutu (usually poor) and the TuLsce 
(usually well off) are the only two con¬ 
flicting groups who had a hustory of in¬ 
termarriage and had patnarchal system of 
lineage before the colonial period. This 
ensured ethnic mobility in their identity 
During the colonial period these identities 
were wnticn into law which forbade these 
inlcrmamdgcs and created a Hutu counter- 
elite who could now organise die majority 
Hutu (KS percent of the population)again.st 
Tut.see(l.^pciccntofthetotal) Onthc other 
hand, the Tiitsees, were disprivilcdged in 
the CIVIC .sphen* in relation to the whites 
So. whilf’ihcHutusaredemandingTutsees 
ovcrthrowal, the latter were calling for 
independence - overthrow of the white 
Both the struggles have a democratic 
component and yet, MM says, neither can 
be accepted uncritically. 

The 195.5 revolution brought Hutu counter- 
elite to power They wanted to clean.se 
every lastitution of die Tutseos. The year 
1972 brought to power another regime 
who proclaimed cultural revolution over 
and above .siKial revolution. After the 
1994 genocide theTutsee leadership came 
to power, ’ vhich was seeking justice above 
all So wc have a .situation where the 
Tutsce, the minority, fear democracy. To 
them, it IS a tool of further genocide. On 
the other, the Hutu, the majonty, is afraid 
of justice which, to them, is a ruse for the 
minority to retain power over them. 

In his ‘Can a Muslim Be an Indian’ 
Cyan Pandey (GP) said that we must argue 
for the (temocratic potential of the nation 
state and not for nationalum that has de¬ 


manded cultural lunnogeiieity of commu¬ 
nities. Nation, he says, is at the same time 
regional, religious, occupational, etc, with 
many different identifications. In the dis¬ 
courses on the process of nation-building 
during and after partition, GP argues, the 
Muslims have been categorised as: (a) 
fundamentalist Muslims and (b) Muslim 
nationalists politically associated with the 
national movement. These discourses 
never bothered about the political affili¬ 
ation of Hindus in general. The politically 
conscious among them were divided into 
nationalists of right wing variety and 
secular nationaliius. 

In these discourses the minorities were 
called minoritiesevenin places where they 
arc majonty, e g, in undivided Bengal or 
Punjab The Sikhs, Jains and Buddhists, 
etc. were considered Indians as the birth¬ 
place of their religion (like Hindus) was 
India. Only the Muslims were foreigners 
who conquered India, consistently chal¬ 
lenged the Indian national movement foi 
political and other nghts and finally actua- 
lised their rights in the form of Pakistan 
In all these discourses the Hindus ap¬ 
peared as the invi,siblc ‘hum’ (us). The 
other invisibility in these discourses were ‘ 
the politics of nationhood itself That it 
IS a political project, involving such issues 
as federalisation. centralisation, etc, can¬ 
not he acknowledged as for hindutva the 
concept of nationhood in India, as else 
where, IS always a pure, natural category 
not political lliat invisibility needs to be 
quc.stioncd. No nation, GP say.s, exists 
naturally; no nation can come into exi.st 
cnce without its politics being worked out. 
negotiated and fought for 
In her presentation. U Alpagham said 
that the subaltern studies works have 
evoked mixed reaction. Political econo¬ 
mists, among others, have argued that 
their categones and methods arc more* 
ngorously defined than tho.se of subaltern 
stales. But there are subaltern studies 
.scholars like PaithaChatteijee who wanted 
to integrate mode of promotion studies 
with lho.se of the culture and society 
Commitment to economic and social 
development, among the social scientists 
in India, she said, have resulted in the 
entrenchment of the empincal positivusi 
approach to social sciences research. The 
social scientists in this country have n<it 
shown much inclination to tiie study <>' 
power and change. To the mindset of social 
scientists these words evoke thd meanin(!.s 
of attempt to divert, or dislodge the older, 
agreed upon agenda and foster change 
Once the (Hoblematic of power andchange 
IS putattiiecentreof social science reseanl) 
and is given the social science perspec-*. 
tive, the whole social science researcli 
would lead to altemative paradigm. 
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Women studies in India, on the other 
hand, she thou^t, kept power and change 
in focus of their project Women studies 
groups have remained rooted in political 
and social movement and have ccmstantly 
expanded their political space. To this extent 
she thinks, the feminist movement in India 
has reached a higher stage of development 
than the mainstream social science re¬ 
search as well as subaltern studies works. 

In his final presentation. Javeed Alam 
argued that in India there were certain 
communities who were unfree. At this 
paiticular juncture, he said, it is these 
communities who are fighting the greatest 
battle for bourgeois democracy. The co¬ 
lonial construction of caste, he said, has 
to a large extent been overcome by these 
commumties His concern is to find out 
the conditions that stand in the way of 
forming a radical movement. In tiu con¬ 
text of globalisation his other related 
concern is to find the .sites available to us 
to fight the capital. His a.ssertion was that 
the nationalist platform agaiast imperial¬ 
ism is one such possible site where one 
Lun fight globali.satton as well as defend 
the rights of citizens which globalisation 
<s attacking The Indian state, which is, 
after all, the state of the ruling clas.s, will 
tit it create this platlorm It can be raised 
only through the united struggles ot peas¬ 
ants, workers and the toiling peojilc. 

The middle class in India, he said, is for 
elobiilisation and have become its spokes¬ 
man. Secondly, he .said, the contradiction 
between regional capital and pan-lndian 
capital, so di.stinct in the 1960.s and 1970s, 
IS no longer there Regional capital now 
IS as eager as pan-Indian capital to col- 
laboiatc with global capital. There is also 
ii disjunction between economics and 
politics in India at this moment. Forma- 
iions like tiBCs, etc, he said, have been 
.illowed by the ruling classes (at the cen- 
I'c) to function at the regional level and 
I arry their political projects, social engi- 
neermg, etc, on the condition that they 
(these formations) do not interfere with 
the economic policies of the ruling class 
ai the centre. Hie understanding of this 
licsjunction between economics and poli- 
iiLS IS very crucial in putting up a fight 
against globalisation. 

In her counterpoint. Gayatn Spivek 
]Knmedoutthat new dciinitionsof peoples’ 
niovements are coining up in south Asia 
and south-east Asia - non-guvemmcntal 
organisadon is a discription given by the 
othersiife. itisnotadefinition.Theesscnce 
<>l a definition of these peoples’ move¬ 
ments would be whether their work is 
substantially truncated or not when for¬ 
eign help is stopped These nationalist 
movementsfthe peojdes’ movements) were 
not part of the old nationalist movement. 


To the extent that there is a national 
movement, we have to think of the nation. 
But that national movement is dissolved 
when tile networks - the third world net- 


THE March 28 issue of the New York 
Times Magazine contains an informative 
article on US political strategy. Its content 
is .summed up by an eloquent image that 
tidces up one page of tlw publication- a 
boxing glove in the colours of the Ameri¬ 
can flag, accompanied by the following 
caption; “what the world needs now - for 
globalisation to work, America can’t be 
afraid to act tike the almighty superpower 
that il is’’. The rca.son for the announced 
punches is elucidated in these terms. "The 
hidden hand of the market will never work 
without a hidden fist McDonald’s cannot 
flounsh withoul McDonnell Douglas, the 
designer of the F-1.5. And the hidden fist 
that keeps the world sate for Silicon 
Valley's technologies is called the US 
Army, AirFbrce, Navy and Marine Corp.s.’’ 
The writer of thc-w word-s is not a jMovoca- 
tive joker, but none other than Thomas 
Fnedman, Madeleine Albright's adviser 

We are very far, here, from the unifying 
discourse spouted by fashionable econo¬ 
mists on tlw self-rcgulating mailcet as a 
guarantnrof peace Ihe Americanniling class 
knowstiiatcconomicsarepolitical,and that 
it IS relations ol power- including miliury 
power - that command the market There 
will be no ‘global market’ without an 
American inilitaiy empire, they .say - for 
the above-mentioned article is but one 
amongst hundreds. This brutal frankness 
is no doubt pos.sihlc over there because 
the media arc sufficiently controlled for 
the govemnwnt’s strategic objective never 
to be subjeci to debate; freedom of cxpre.s- 
sion - a freedom which often reaches the 
burlesque- applies only to matters involv¬ 
ing individuals and, beyond them, to 
conflicts within the ruling class, rendered 
perfectly opaque in these conditions. There 
is no political force capable of combating 
the system and enlightening a public 
manipulated with such consummate ease. 

More cunous is the silence of the Fairo- 
pean powers and smne others who. pre¬ 
tending not to read the press on the other 
side of the Atlantic (I dm not think they 
have no idea what it says), forbid their 
adversaries from hinting at the very exis¬ 
tence of Washington’s global strategy. 


work, women network, etc - combine and 
that heemnes the front for struggle. To this 
extent, she said, ihere has been displace¬ 
ment of nationalism in the global struggle. 


falling back instead on facile accusations 
that these opponents harbour a ‘conspira- 
tonal' view ofhistory.orcven that they are 
behaving like viskinaiics who see the shadow 
of the ‘Great Satan’ around every comer. 

And yet the strategy in question is quite 
limpid The US is less convinced than its 
allies, so It would seem, of the virtues of 
competition and ‘fair play' - virtues, in¬ 
cidentally. which it violates with impunity 
every time its interests are at stake (c/the 
banana wars arrurng many othennstances) 
Washington knows that, without iLs mili¬ 
tary hegemony. Aroenca cannot force the 
world to finance its .savings deficit, which 
is the condition for the artificial mainte¬ 
nance of Its economic position. 

The instrument of choice in the impo- 
.sition of this hegemony is therefore mili¬ 
tary, as the highest US authorities never 
tire of repeating Thi.s hegemony, which 
in turn guarantees that of the Triad (LIS- 
Canada, Japan, western Europe) over the 
global system, would therefon* demand 
that the US's allies accept to navigate in 
its wake. The UK, Germany and Japan 
have put forth no objections, not even 
‘cultural’ ones But the speeches Euro¬ 
pean politicians feed their audiences - 
witii respect to Europe’s econuniu power 
- thereby lose any real significance By 
placing Itself exclusively on the icrrain of 
mercantile disputes, with no project of its 
own, Europe is beaten from the start. 
Washington knows this well. 

The weapon against the US’s global 
strategy is a process of globalisation which 
must be at once multipolar, democratic (at 
least potentially), and negotiated The 
maigin of autonomy that this allows i.s the 
only means of correctly addressing fun¬ 
damental social problems, which differ 
due to the unequal development of regions, 
and is by the same token the condition for 
democracy to take root .scriou.sly. .since it 
gives a better chance to demilitansalion, 
security and peace. In contrast, Amcncan 
hegemony, in association with neolibera¬ 
lism, has st> fai only produced chao.s, Ihe 
multiplication of conflicts and large-scale 
militarv intervention This, alter alt, was 
only to be expected 


Democracy against Hegemony 

Samir Amio 

There can be no question of hunum rights and se^-determination as 
long as the US's iron fist continues to enforce its economic 
preponderance. 
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The principal tool in the service of 
Washington’s chosen strategy is NATO 
- hence its ability to survive the collapse 
of the adversary that was its raison d’etre. 
Today, NATO speaks in the name of the 
‘iniemauonal community’, thereby expres- 
ung Its contempt for the democratic prin¬ 
ciple that governs this community through 
the UN. In debates conducted in the US 
on the global strategy we are discussing, 
human rights or democracy are mention^ 
only rarely They are invoked, in fact, only 
when this is useful for the functioning of 
this same global strategy, which explains 
the blinding cynicism and systematic use 
of double standards in evidence There is 
no question of intervening in favour of 
democracy in Afglianistan or in the Gulf, 
for example, no more than there has ever 
been any question of hampenng Mobutu 
yesterday, Savimbi today, and many oth¬ 
ers tomorrow People's nghts are sacred 
in certain cases (Kosiivo today, perhaps 
Tibet tomorrow), and forgotten in others 
(Palestine, Turkish Kurdistan, Cyprus, the 
Serbs of Krajina, expelled at gunpoint by 
the Croatian regime, etc). Even the terrible 
genocide in Rwanda gave nse to no sc- 
nous investigation into the responsibility 
of diplomats who had supported the 
governments that were openly advocating 
It. Certainly, the despicable behaviour of 
certain regimes - like those of Saddam 
Hussein or Milosevic - makes the task 
easier by offering pretexts that are easy 
to exploit. But the uimplete silence that 
meets other ca.<ie$ deprives the discourse 
of demtKracy and people's rights of any 
measure of credibility It would be impos¬ 
sible to do a greater disservice to the 
fundamental requirements of tlie fight lor 
democracy and human respect, without 
which no progress is possible 
The avowed goal of the US’s strategy 
is not to tolcriue the existence of any 
powers capable of resisting Washington’s 
orders, and therefore to seek to dismantle 
all those countries deemed ‘too big’, as 
well as tocreate the largest possible number 
of pawn states - easy prey for the estab¬ 
lishment of Amencan bases guaranteeing 
their ‘protection'. Only one state has the 
light to be ‘big’, the US. as ils two last 
presidents have said explicitly. The method 
put into practice, however, is not limited 
to wielding the bludgeon and manipulat¬ 
ing the media. Itattempts toencio.se people 
in immediate and unaccepuble alterna¬ 
tives; bowing to oppression, disappear¬ 
ing, placing themselves under the US 
protectorate. For this to take place, it is 
necessary to draw a veil of silence over 
the policies that have created the tragedy. 
For example, wc may cite the rapid tccog- 
mtirni of the states of the former Yugos¬ 
lavia, with no concern for prepanng them 


bjr regulating the fate of the concerned 
peoples in a democratic manner. 

Alignment with the strategy of the US 
and its subaltern NATO allies has dra¬ 
matic consequences. The UN is about to 
succumb to die fateof the leagueofnahons. 
Clearly - and fcnrtunately - American 
society is not that of Nazi Germany, but 
for the decision-makers in Washington, 
like those ofBerlin before them, force has 
been established as a supreme principle. 


DURING his recent visit to Australia, 
Singapore’s (mme minister Goh Chok 
Tong was a worried man. He worried 
about ‘volcanic’ pressures within Indo¬ 
nesia, with prospects for still ‘greater un¬ 
certainty’. According to anAustralian com- 
mentatoi, Goh (eared that Indonesia lacked 
the leader needed to steer the country 
through Its greatest crisis since the mid- 
sixties Worst sUll, it did not look likely 
to him that this year’s Indonesian elec¬ 
tions would deliver a strong government 
which could handle the tasks ahead 

The city state of Singapore, with a popu¬ 
lation of about 4 million, is Indonesia’s 
close neighbour. The latter is giant with 
a population of about 200 million, and is 
angry with Singapore. The besieged 
Suharto regime had expected much more 
from Singapore (a prosperous neighbour) 
by way of economic help, when things 
started to go horribly wrong from late 
U>97. President B J Habibie, Suharto’s 
protege and succe.ssor, has neithei forgot¬ 
ten nor forgiven the island state for this. 

Bcside,s, he IS peeved thru Indonesia gets 
soreadtly blamedfordiscrimination against 
its minority Chinese population, when Singa¬ 
pore's treaiment of its Malay minority, in 
his view, IS so blatantly racist And he is 
dismissive of Singapore, regarding it as 
a little dot in a sea of green - apparently 
referring to its geogra^ical location sui- 
rounded hy | .ipulous Musbm neighbours 
in Indonesia and Malaysia. (It is worth 
noting that Singapore’s relationship with 
Its other dose neighbour, Malaysia, has 
never been quite comfortable, even though 
at present they are having a truce of sorts. 
The government in Singapore is more 
.sympathetic to pntne minister Mahathir in 
his troubles with his former deputy, Anwar 
Ibrahim, under trial and in jail.) 


to the conqitetB detriment of intenutiohal 
bw, for wbdi die dominant discourse has 
subkituted an odd ’right of intervendm’, 
distuibingly reminiscent of the ‘mission 
civilisatrice’ of 19th century imperialism. 

The struggle for democracy will remain 
completely ineffective if it is accompa¬ 
nied by submission to American hege- 
monism. The struggle for democracy is 
indissociable from the fight against 
Washington’s hegemony. 


In other words. Indone.sia might be whip¬ 
ping up its Malay and blamic credentials 
thus further adding to Singapore’s inse¬ 
curity. No wonder, prime minister Goh is 
seeking to establish even closer tics with 
Australia. Because, apart from Singapore, 
Australia is probdily the only regional 
country which is equally, if not more 
worried about developments in Indonesia. 
And Singapore seems to think that 
Canberra has some leverage in Jakarta 
which might help. 

Certainly, Australians seem to give the 
impression that they are .somehow shap¬ 
ing Indonesia’s policy on East Timor, a 
former Portuguese colony annexed by 
Indonesia in the mid-sevoitics It is dif¬ 
ficult, though, to say who is leading whom 
At first, Canberra hcsitsmtly suggested a 
longish penod of autonomy forEastTimor 
under Jakarta’s sovereignty, which might 
be followed an act of sclf-dctcinunation, 
if necessary. Jakarta first baulked at it, but 
then threatened toquitaltogetherifits auto¬ 
nomy offer was rejected. It was autonomy 
or independence. This scared Canberra 
out of Its wits, fearing that Australia would 
be saddled with the major responsibility 
of peace-keeping, and rebuilding East 
Timor’s economic and administrative 
inlrasuucture; possibly an ongoingrespon- 
sibility over a fairly long period of time. 

Whether or not Jakarta was bluffing, 
only time will tell. In tite meantime, the 
internal debate in Australia on East Timor 
is tearing apart the opposition Labour Party. 
Gough Whitlam, a fcHiner prime minister 
and Labour Party icon. hM come under 
attack from his party's spokesman on 
foreign affairs. He is accu^ of having 
pursued a dangerously ambiguous policy 
on East Timor (during 1974 and 1975) 
which encourag^ Indonesia to annex tiie 


Indonesia: A Regional Tinderbox 

SPSeth 

Indonesia's perilous economic situation has fuelled a social, ethnic 
and religious crisis. The political situation is unstable. Worried about 
this, the Chinese population of Indonesia and neighbouring Singapore 
look to Australia to defwse the crisis. 
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territory throuf^ miUteiy opentioiu. bi 
fact, both sides of Aiutnlia'a body-politic 
(Liberal coalition and Labour Party) bear 
the popular odhim of kowtowing to the 
Suhfuto regime for its occupation and 
oppression of East Timor. 

Australia would appear obsessed with 
East Timor, because of internal political 
passions it tends to arouse. Fbr Singapore 
(andother regional countries)though.East 
Timor prob^ly is peripheral. Ind^, for 
Canbem too. Indonesia, with its 200 
million population and in close proximity 
to Australia, is and should be the main 
game. Because, with Indonesia fragment¬ 
ing or Balkanised, the whole region will 
be a tincfeihox. 

Therefore, Singi^iore’s prime minister, 
Goh Chok Tcmg, wa.s right (during his 
recent Australia visit) to identify Indone¬ 
sia as a senous crisis centre. Indonesia’s 
perilous economic situation is at the heart 
of this crisis, which m turn is fuelhng 
social, ethnic and rebgious conflict. In the 
midst of all this, theie is no sign of an 
emerging credible leadership, lliere is a 
growing iecling that the forthcoming 
parliamentary and presidential elections 
will simply reinforce political instabihty 
anduncertamty with shaky aialitions. That 
might not be all that disastrous, except that 


bidoDcaa has no traditioo of woridtq; out 
a system based on political oooqirotnise 
and accommodation. TUls could lead to 
a military/political dictatorship. But it is 
unlikely to work for long in the new set 
ofcirciunstances, unleashed by Indonesia’s 
economic melt down. 

Indeed, as far a.s Indonesia’s economi¬ 
cally influeiuial Chinese minority is con¬ 
cerned, any prospect of Habibie as the 
country's president (with or without elec¬ 
tions) is definitely bad news. He is known 
to have bad-mouthed the Chinese and 
woriKd to build an Islarmc constituency 
favouring affirmative action to redistrib¬ 
ute economic power - roughly on the lines 
of Malaysia’s ‘pribhumi’ (indigenous) 
model. Such a model might have worked 
under more propitious and peaceful cir¬ 
cumstances over a long period of time. 
But, under present circumsuinces, it would 
only inflame ethnic divisions and look 
like a policy of expropriation of Chinese 
inb»ests - hardly the Idiid of policy to 
etuourage investments. 

Unless Indonc.sian elections throw up 
some strong leadership (a tail order look¬ 
ing at the present situation in that country), 
Singapore appears to be thinking in terms 
managing its ramifications. That is where 
Australia’s credentials appear respectable. 


Doting die long Suharto reign, Australia 
had buih up a web of relationships encom- 
pa^g a wide rmige of Indonesian insti- 
tntions and personalities. These did not 
include opposition figures (which, in any 
case, were officiidly saniused), but tids 
deficiency is being filled in quickly. 
Australia also has the ear of the US, its 
powerful patron. It has a military treaty 
with Indonesia, and thdr mibta^ brass 
interact closely and cordially - an impor¬ 
tant factor in a country where military is 
also an important pohucal element 

All thesepositivc attribuiesot Austraha’s 
situation ate not lost on Singapore and the 
Chinese community in Indonesia Hence, 
a new and flattering couitship of Australia 
as a medium of influencing Indonesian 
polity. As Paul Kelly, international editor 
of fix Australian, h&s written. “There is a 
new anitudetowaidsAusbaliain Asia today. 
It involves a bcaer appreciation of our 
strengths and a recognition of our capacity.” 

But, as Kelly recognise.s, this tends to 
exaggerate Australia* .s influence. Because, 
in the ultimate analysis, it is developments 
within Indonesia which will decide its 
fliture and how it will affect its neighbours 
like Singapore and Australia, and the 
regkin. On this account, the picture is 
rather bleak. 
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PERSPECTIVES 


South Asian Regional Co-operation 
Problems and Prospects 

Riyen Harshe 

This article argues for south Asian regional co-operation based on 
the Gujral doctrine. At the core of such co-operation must he better 
relations between India and Pakistan. 


THE post-cold war phase in international 
lelations has witnessed a distinct trend 
towards regionalism. With the growing 
strength of this trend, a large number ot 
states from diflerent parts of the world arc 
constituting themselves into regions to 
give fresh impetu.s to a wide variety ot co¬ 
operative ventures based on regionalism. 
Regionalism, in general, has proved to be 
an effective device to serve economic and 
commercial objectives of these states In 
the process, old organisation.s are being 
recasted and new organisations are being 
created to suit the changing global political 
context. The proliferation ul diverse 
regional organisations like the European 
Union (£U), North Atlantic Free Trade 
Agreement (NAFTA), Association of 
South- East Asian Nations (ASEAN). Asia 
Pacific Economic Co-operation (APEC), 
Association of Caribbean States 
(CARICOM), Economic Co-operation 
Organisation (ECO). Economic Com¬ 
munity ot Wc.st African States (ECOWAS) 
and Southern African Development 
Community (SADC) offer adequate 
evidence of this proposition As a viable 
response in a rapidly globalising woild, 
the trend towards regionalism is being 
espoused by developed as well as develop¬ 
ing countnes. 

In the light of this trend towards 
regionalism, it can as well be argued that 
India will be unable to perfoim its role as 
a global player without weaving a web ot 
durable co-operative tics with its immediate 
neighbours. But the prospects of regional 
co-operation in south Asia would continue 
to be Mcafc unless constant con.structivc 
efforts are made to resolve differences 
among south Asian states. Keeping the 
imperative of regional co-operation as the 
backdrop, this article wmild attempt to 
relocate India in the context ol south Asia. 
Initially, such an exercise would lake a 
cntical overview of .some of the major 
political problems between India and its 
neighbours and later proceed to assess the 
significance of India's initiatives to 
promote a co-operative ambience in .south 


Asia The south Asian region includes 
India, Pakistan, Banglade.sh, Sri Lanka, 
Nepal. Maldives and Bhutan. Belorc 
proceeding further, it would be useful to 
make some preliminary observations 
regarding India’s status in this region in 
order to appraise the trajectones of 
interstate relations in the south Asia 
It has often been easier to conceive 
south Asia as a region because ot its 
colonial past. In fact, all the major states 
of this region including India, Pakistan. 
Banglade.sh and Sn Lanka were under 
Bnti.sh impenal rule. BtiUnn aI.so controlled 
Myanmai while Afghanistan was a buffet 
.state between British imperialism in India 
and the former Czarist Russia as also the 
Soviet Union. After establishing political 
control over almost the entire south Asian 
region, Bntain opted to integrate the south 
Asian countnes within its well spread out 
network of trade and commercial ties. It 
wasa vertical linkbetween the metropolitan 
power and the stales in south Asia that 
created a notion of the south Asian region 
dunngcolomai umes.Iii contrast, the post- 
culonial states in south Asia would like 
to conceive a qualitatively diHerent notion 
of .south Asia as a viable region. Impena- 
Itsm invanably signifies an asymmetrical 
relationship ol interdependence between 
the materially advanc^ and backward 
.s(x;icbcs | Harshe 1997:10]. Dunng colo¬ 
nial times, the colonies in south Asia were 
vertically integrated into the international 
divisionoftahourunderdieBritish impenal 
system. With the termination of British 
colonial rule, it is the sovereign inde¬ 
pendent states of south Asia which are 
.seeking to w irk out honrxmtal forms of 
interdependence amongst themselves in 
the process of constructing their notion of 
south Asian region. 

Any movement towards regional co¬ 
operation in south Asia is inconceivable 
withoutlndia’s active participuion because 
.south Asiaispredominantly an Indo-centnc 
region. India can easily identify itself with 
the religious, social and cultural sy.sicms 
of itsncighbouisductoobvious similarities 


between them and India. To give some 
examples, Hindu religion is common 
betweoi Nepal and India, like Pakistan 
and Bangladesh, India has a sizeable 
Muslim population. The people of Tamil 
ethnic origin constitute a miyor ^hnic 
minonty in Sri Lanka. Furthermore, in 
addition to Bengali language the people 
of Bangladesh and those from the state of 
WcstBengal in Indiaareboundby common 
cultural ethos Likewise the people of 
Pakistan share Urdu language with Urdu 
speaking people of India and culturally 
there is much in common between 
Pakistani and Indian Punjab. In a word, 
India has something in common with ail 
its immediate neighbours but the neigh¬ 
bouring states of India do not share 
similariues of any magnitude or depth 
among themselves. 

South Asia can also be characterised as 
an indo-centne region due to India’s 
overwhelmingly superior power in 
relations to its neighbours. A combination 
of some of the principal elements of 
national power including va.st geographical 
size, huge population, abundant natural 
and mineral resources, wide and reasonably 
well developed industrial base, an impres- 
.sivr re.servoir of trained manpower, size 
of the economy, capacities to produce 
nuclear weapons and a vibrant democracy 
have made India a regional hegemon The 
dominant position of India in south Asia 
became obvious after the disintegration ol 
Pakistan and the emergence of Bangladesh 
in 1971 Such doimnance has contributed 
towards divergence of perceptions about 
India's policies between India and its 
neighbours. For instance, the strategic 
community in India tends to construe 
India’s military interventions in neigh¬ 
bouring countnes in defensive terms. 
However, all the .smaller and weaker neigh¬ 
bours of India have viewed such inter¬ 
ventions in termsof the outward projection 
and demonstration of India’s military 
might To put it more sharply, India’s 
military interventions in Bangladesh 
(1971), Sn Lanka(1987-90)andMaldives 
(1988) have only added to the insecurity 
as well as fear of Indian hegemony amrmg 
India's neighbours. 

In view of its pervasively dominating 
position in south Asia, it can be con¬ 
vincingly argued that India constitutes the 
core while all its neighbours form a 
periphery of the south Asian region. More 
often regional organisations are built 
around dominant core states. For instance, 
Iran, Nigeria and Smith Africa have been 
at the core of organisations h'ke the ECO, 
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ECOWAS And the SAOC respectively. 
Likewise being the dominant country 
of the south Asian region, India could act 
as the core of organisations like the 
South Asian Association for Regional 
Co*operation (SAARC). Keeping this 
status of India in south Asia in mind we 
shall proceed to analyse some of the 
substantive problems bkween India and 
its neighbours. 

I 

India and Its Neighbours 

Over the past two decades, south Asian 
region has emerged as a theatre of ethnic 
tensions and rivalries. The question of 
Tamil minorities in Sri Lanka, perhaps, is 
the foremost of the eduiic problems from 
the standpoint of India. Ever since Sri 
Lanka’sitidependence.lhepeopleofTamil 
ethnic ongtn from north and north-east Sri 
Lanka have feltasense of alienationowing 
to official policies. Indeed, mainstream 
political parties dominated by the Sinhala- 
Buddhisi nmority have virtually controlled 
the various state organs in Sri Lanka since 
independence. However, the majority 
community in general, and the succc.ssivc 
Sn Lankan regimes in particular. have not 
been adequately receptive to the demands 
of Tamil minorities. And it is this 
insensitivity of the majority community 
towards the legitimate a.spirations of 
minorities that evcntualiyforcedtheTamil 
militants to launch a laruggic for self- 
determination that entailed demand for a 
separate state for the Tamil ethnic nation¬ 
ality. Dunng the post IS years. Liberation 
Tigers of Tamil Eelam (LTTE) have 
relentlessly waged a war on the .succes¬ 
sive Sn Lankan regimes in their quest to 
attain independmit statehood. Since this 
war has been adversely affecting Indo-Sn 
Lankan ties, India is obviously concerned 
with the fate of Tamil minorities of Sri 
Lanka. 

India’s interest in maintainrng peace 
and stability in Sri Lanka has been shaped 
by a combination of factors that have 
evolved, continuously, in the course of 
ongoing interactiems between India and 
.Sn Lanka. First. Sri Lanka has been 
strategically located in the Indian Ocean 
region. Indeed, the natural harbour of 
T'nncomalee as well as the Palk straits 
enjoy growing signiflcanceinaglobalising 
world. Being a major power in south Asia, 
India has always endeavoured to forge 
closer trade and business links widi Sri 
f-anka. Second, hidiahasbeenuiidoubtedly 
concerned about the fate of Tamil minority 
m Sri Lanka. It has often suppcHted tlw 
icgitimale aspirations of Tamilians in Sri 
Lanka who fought for citizenship rights 
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in dial country. In order to get just and 
fair treatment, the Tamil popafaulon in Sri 
Lanka inidaliy opted to seek some sort of 
autonomy by invoking mechanisms of 
devolution of power under a federal 
arrangement. When the demand for 
autonomy failed, the militant sections of 
the Tamiliui population opted to fight for 
outright ind^ndence [Bose 1994], 
Since the LTTE waged a war on 
successive Sri Lankan governments, there 
has been an incessant flow of refugees 
from Sri Lanka towards the Indian state 
of Tamil Nadu. Obviously, India has had 
to take steps to return the refugees to Sn 
Lanka. Rnally, India has always been 
apprehensive about the intrusion of foreign 
powers such as China, Pakistan, Israel and 
the US in the affairs of the island. India 
is unlikely to permit foreign governments 
to establish a viable presence or influence 
in the neighbounng .states. For, presence 
of any foreign power will affect India’s 
long-teim national interests. This attitude 
was described a.s Tndira doctrine’ by some 
observers and compared with Monroe 
doctrine. However, there is very little 
comiiKin between these two doctrines. The 
former, if at all it is a doctrine, stems from 
geographical and cultural unity of south 
Asia whereas the latter doctrine was pressed 
into service by the US imperial interests 
in the pursuit of maintaining control over 
the disparatcculluial communiliesof Latin 
America [Tanham 1996:5]. In the light of 
these three factors it may be easier to 
appraise India's policy in Sri Lanka 
India’s policy towards Sri Lanka traver¬ 
sed through two dif leient stages. Initially, 
IndiraGandhi showed suffleient sympathy 
towards the struggle of Tamilian popu¬ 
lation, and the LTTE freedom fighters also 
found a sanctuary in Tamil Nadu But by 
1987 the Jay wardhanc regime of Sri Lanka, 
in abid to resolve the inter-ethnic tensions, 
had successfully brought India on its side 
by signing a peace treaty with the latter 
country. India's urge to keep outside 
powers out of the Sri Lankan crisis almost 
dragged it. a.s a regional geiKlarme, to 
promote peace and stability in the island. 
In retrospect, tfu operations of the Indian 
Peace Keeping Force (IPKF) between 
1987-90 could as well be perceived as a 
major blunder in handling ties with India’s 
neighbours. For, by deploying the IPKF 
India chose to resolve an essentially 
political problem through military means. 

Indeed, India had succeeded in the past 
in liberating Bangladesh from Pakistan by 
extending military support to the freedom 
fighters. After giving covert support to the 
freedom fighters, India offered de jure 
recognition to Bangladesh in December 


1971. Thus the decks were cleared for 
hidia’smilitary intervention inBaitgladesh. 
However.thecircumstanccsinBangladedi 
were i^litalively different from those 
prevailing in Sri Lanka. Tlie former was 
geographically 1,200 miles away from 
Pakistan. Further, an overwhelming 
majority of the population of Bangladesh 
had rallied round Sheikh Mujibur 
Rehaman’s Awami League to fight 
Pakistani domination in Bangladesh. 
India’s overall diplomatic offensive as 
well as the Indo-Soviet treaty of 1971 
preceded its military intervention in the 
liberation movement in Bangladesh. 
Through its military intervention IntUa 
merely aided a massively popular political 
movement 

In contrast to Utc liberation struggle in 
Bangladesh, the LTTE has been operating 
well within the geographical boundaries 
of Sn Lanka and the success! ve Sri 1 ^kan 
regimes have displayed adequate deter¬ 
mination to control the secessionist forces 
on the island. Ncverthele.s.s by actively 
supporting the Sri Lankan government in 
its bid to meet the challenge posed by the 
LTTE India lost on two counts. On the one 
hand, the Tamihans in Sn Lanka became 
inciea.singly apprehensive andeven allergic 
towards the role of Indian military and. 
on the other a sizeable proportion of the 
Sinhalese population became critical of 
India’s hegemonic designs overthe island. 
Capitalising on the anti-India sentiments 
among the Sinhalese, a political party like 
the Janata Vimukti Penimana (JVP) was 
able to consolidate its position in Sri 
Lankan politics. In substance, India's 
military intervention and the uncere¬ 
monious retreat of the IPKF in 1990drove 
home a point that the resolution of the 
problem of Tamil minonly needs to be 
searched in the politico-diplomatic rather 
than the military sphere 

India has been evidently placed in a 
precarious position while handling the 
question of Tamil minorities on the 
politico-diplomatic front. The prevailing 
norms of intmnational .relatirms would 
often constrain India from interfering in 
the internal affairs of Sri Lanka. AT the 
same time, the demand ofTamilian people 
for a separate state is no longer an internal 
affair of Sri Lanka. The crisis within Sri 
Lankan polity has cau.sed a flood of 
refugees in Tamil Nadu and adversely 
affected the interest.^ of Ashing com¬ 
munities in India. Furthermore, the 
protracted war in Sri Lanka ha.s caused a 
drain on India’s economy lender the 
prevailing conditions, India can neither 
back the Sri Lankan government nor the 
LTTE wholeheartedly. By supporting one 
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of the contending parties India would only 
aggravate the tensions and thneby delay 
the settlement of the problem. Besdes, 
India has also been facing the threat of 
secessionist forces in Kashmir and the 
north-east. Hence India has to be doubly 
cautious while sht^ing its policy towards 
secessionislmovements inothercountnes. 
Any proactive stance from India in the 
internal affairs of its neighbours can worry 
Pakistan and China. At this juncture, India, 
plausibly, can make efforts to bring the 
contending parties in Sri Lanka to the 
negotiating table. 

Like Sri Lanka, the problem of ethnic 
nationalities has also affected Indo- 
Nepaleserelations Forinstance,thepeople 
of Indian origin in Nepal are more often 
ill at ease with the treatment meted out 
to them by the Nepalese government. 
Whereas some sections from the people 
of Nepalese origin in India have b«n 
sympathetic toward.s the demand for 
Gorkhaland. Under Subhash Gheisingh’s 
leadership the Corfcha people have been 
struggling to carve out a place for them¬ 
selves within the Indian union by pro¬ 
moting their demand for Gorkhaland 
throughasustained agitation. What is more, 
the people of Nepalese origin in Bhutan 
have also been allegedlybackingthcUnited 
Liberation Ront of Assam (ULFA) moral ly 
as well as materially. 

Finally, the flow of Chakma refugees 
from Bangladesh to the north-eastern .states 
of India continues to sour ties between 
India and Bangladesh. In fact, the migrants 
fiomBangladcsh have come to baiiabefoie 
1971 as well as aiterthr birth of Bangladesh 
in 1971. The post-1971 migrants primarily 
came as economic refugees and spread 
themselves in different pans of India 
including the states of Trifmia Nagaland, 
West Bengal and Gujarat and metropolitan 
cities like New Delhi and Mumbai. The 
presence of illegal immigrants from 
Bangladesh have created problems in the 
domestic politics of India due to their 
numbers[fordetailssecGhosh I998].Thc 
growth of Tripura as a Bcngali-majority 
state and the agitation in Assam against 
the influx of alien (Bengali) population 
during the 1980s are cases in point. 
Likewise the Shiv Sena-BJP coalition 
government has been protesting against 
illegal Bangladeshi immigrants in 
Mumbai. Indeed, the governments as well 
as people in south Asia will have to launch 
sustained confidence building measures 
to resolve the problems of ethnic minorities 
and refugees that aie spread all over 
the subcontinent At times, these problems 
lend to become more acuteowingtothe un¬ 
resolved problems of border demarcation. 
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India, PakMan and Ifindatva 

Foreign policies begin at the borders. 
This old dictum could be kept in mind 
while appraising the intmtate relations in 
south Asia, especially those between India 
and Pakistan. Ever since (he partition of 
the subcontinent. India and PsJci.s(an have 
not been able to draw a mutually acceptable 
frontier between themselves. India also 
has yet to re.sol ve the problem of delineating 
a mutually satisfactory frontier with 
Bangladesh. IntheoontextoftheBharatiya 
Janata Party (BJP)-led government’s 
advent to power in 1998 the question of 
redefining India's borders as well as 
strengthening the security forces at the 
borders began to acquireadded importance. 
Because after the Pokhran n nuclear 
explosion of May. 1998, the BJP-led 
government had assumed a fairly jingoistic 
stance. Subsequently, the Vajpayee regime 
chose to build bridges with j^istar: with 
the 'bus diplomacy’ in 1999. In spite of 
these symbolic diplomatic gestures, the 
outstanding problems between the two 
countries such as Kashmir, unresolved 
land and maritime frontiers and the status 
of minonties. that have assumed mammoth 
proportion.s over the past five decades, sue 
unlikely to be solv^ in the short run. 

In fact, the apprehensions in Pakistan 
either about the BJP-led regime or the 
B JP's role in the Indian polity as the major 
dominant party have some historical basis. 
After all the BJP has been quite closely 
associated with the Suigh panvar. And 
some of the high priests of Sangh parivar 
like Golwalkar, who represented right- 
wing Hindu nationalist groupings, had 
always opposed partition. In fact, the BJP 
and the Sangh parivar aggressively oppose 
what they call appeasement of Muslims 
in India Their .support to uniform civil 
code, abrogation of Article 370 of the 
Indian Constitution on Kashmir and 
aspirations to build Ram Mandir in 
Ayodhya continue to hurt the sensibilities 
of Muslims in India. Moreover, Pakistan’s 
Islamic orientation and religio-cultural 
affinity with Muslim ininorities in India 
has often compelled it to view the status 
of Muslim minunhes withseriousconcem. 
Suchcono -nhasoftenpromptedtheSangh 
parivar to suspect the fideiity of Muslims 
towards India. The Smigh parivar believes 
that any extra-territorial loyalties, 
especially those of IndianMuslims, would 
eventually jeopardise India’s security. And 
the Sangh parivar, in general, has always 
thrived on the mistaken notion that only 
tile parivar’s concern for India’s security 
is genuine. 


Ftirtfaermoie, stnee the past decade the 
subversive activities of (he Ihter-Services 
Intelligence (ISI) of Pdcistan have 
increa^ enormously in their range and 
depth. Pitidstan-sponsored terrorism has 
severely dislocated normal life of people 
in Kashmir. The alleged support of the 
Taliban regime of Afghanistan to 
secessionist forces in Kashmir coupled 
with the suspected links between terrorist 
outfits in Kashimr and fundunentalist 
groupings led by international terrorists 
like Osama Bin Laden have further 
weakened the prospects of peace in 
Kashmir. Capitalising on Pakistan’s 
support to terrorism and its links with 
Taliban, the BJP has consistently tried to 
consolidate hindutva forces under the guise 
of protecting national security interests. 
Under these circumstances, the Kashmir 
question, by now, has become complex 
enough to defy any easy solution 

Kashmir continues to be central and, 
perhaps, a perennial bone of contention 
between India and Pakistan. Pakistan, ever 
since its birth, has aggressively staked its 
claim over Kashmir. To examine the 
validity of such claims a peep into the 
history of the formation of Pakistan is 
essential. Actually Pakistan emerged as a 
unique entity in the history of nttion- 
states. To begin with, it was being 
constituted, fundamentally, on the basis 
of religion. Thus regions which had 
predominantly Muslim population would 
form Pakistan. Initially, the founding 
fathers of Pakistan conceived of it by 
separating (he western, the eastern and the 
southern parts of the subcontinent How¬ 
ever, the plans to carve out the southern 
wing of Pakistan through the state ot 
Hyderabad were thwarted when the 
government of India under Sardar Patel’s 
leadership integrated the state of 
Hyderabad, lun by the Nizam, into the 
Indian union. 

Second, Pakistan, unlike most of the 
contemporary nation-states, came up as a 
geographically non-contiguous state. Its 
western and ea^em parts were separated 
by almost 1,200 miles. Naturally, apart 
from religion there was little common 
between these two parts.* In fact, owing 
to the obvious linguistic and cultural 
differences between the two parts it was 
difncult to bring about the national 
integration of Pakistan. Hiiid, and as a 
corollaiy, to ensure the survival of Pakistan 
the ruling elite in Pakistan was actively 
propagatingthemythofaggiessivedesigas 
of Hindu majority in India over Pakistan 
In the process, Islam as a bond of affinity 
was deployed to unify Muslims from the 
two wings of Pakistan. Finally, Pakistan 
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cmUd reconcile to the integntion of 
Jontgidh and Hyderahad into India widi 
some protest but it fiercely opposed the 
integration of Kashmir within the Indian 
union. Apart from its predominantly 
Muslim populuion, the possession of 
Kashmir was hnpmlant for Pakistan due 
to security considerations. 

In die context of diecold war, the tenitoiy 
of Kashmir enjoyed enhanced strategic 
significance. It shared common frontiers 
with India, Pakistan, Afghani^an, China 
and the former Sovim Union. Even after 
the cold war, thanks to its location, Kashmir 
has become a gateway to south, south¬ 
west and central Asia. Kashmir isincvitably 
affected by certain major trends in these 
regions. These trends include the flow of 
arms and drugs, the growth of cross-border 
terrorism and the advent of a host of 
fundamentalist movements that are 
promoting Islam. In fact, territories like 
Kashmir in times of war as well as peace 
would always be enormously significant 
due to their location. Sadly thou^, the 
peace time signiricance of Kashmir is only 
theoretical as the state has seldom enjoyed 
peace in the last 50 years. During these 
50 years the people ol Kashmir have had 
to think in terms of three alternatives: 
loining Paki.stan, remaining in India and 
attaining independent statehood to settle 
their future [Oupta I%71 However, as 
time progressed Kashmir became a hotly 
contested area between Pakistan and 
India and in the process the aspirations 
and anxieties of the people of Kashmir 
were almost forgotten by the contending 
parties 

From Pakistan’s .standpoint India’s 
occupation of Kashmir has been illegal 
liccause India has held on to Kashmir 
without holding a plebiscite under the 
auspices of the United Nations (UN). 
Par^xically, it was the Nehru regiriK: in 
India, which ventured to introduce the 
Kashmir question in the UN in 1948. To 
gamcrsuppoit fonts positionon Kashmir, 
Pakhstan initially turned to the Muslim 
world and later obtained US military 
a-sMstance (Gupta 1981:88-110]. In 1953, 
the U,S steppe into the politics of the 
'•uhcontinent by providing weapons worth 
$ I.S billion for 10 years to Frisian. In 
the context of the cold war, the US was 
(nliivating Pakistan along with Iran, Iraq 
itnd Tiirkey as a part of ite Nmthem Her 
Miategy which aimed at encireling the 
Soviet Union with US allies. What is more, 
Pakistan continued to be a significant US 
itily to counter the Soviet Union as the 
h'tter invaded Afghanistan in 1979. The 
Lounter Soviet invasion in Afghanistan, 
the US offered $ 2.36 Mliioi worth of 


armaments to Pakistan between 1979 and 
1988 [Harrison 1997]. In addirion to US 
support, Pidcistan took the advantage of 
the growing Sino-Indian rivalry aft« the 
1962 war between the two countries and 
sought Chinese support on Kashmir. China 
also provided assi.stance to Pakistan in its 
missile programmes. The growing Sino- 
Pak friendship only underscored the 
importance of Ka.shmir to India. For. by 
holding ontoKashmirlndiacouId continue 
to press its claims over Akasai Chin region 
of Ladakh and ward off any threats to 
Punjab. Conversely, as Ramesh Thakur 
(1994:35) has put it, toss of all of Kashmir 
would deprive Pakistan of luid link with 
its most important Asian ally and threaten 
its presence in strategically viUd regions 
on the border of Afghanistan and China. 

Apart from gathenng support from major 
world powers like the US and China, 
Pakistan constantly exploited the discon¬ 
tent among the Kashmiri people vis-a-vis 
the central governments in India. During 
the I98()s it propped up diverse terrorist 
outfits in Kashmir in the hope of stage- 
managing the eventual secession of 
Kashmir from the Indian Union (Ganguly 
1996 and l997].Theseeffortsboth thrived 
on and fed the acute sense of alienation 
ol the people of Kashmir. What is more, 
the people in the valley rendered clan¬ 
destine support to secessionist movements 
like the Jammu and Kashmir Liberation 
Front (JKLF) At that time, Pakistan 
could have struck a hard bargain on the 
Kashmir issue had it capitalised on India’s 
weakness when the latter was also going 
through iu unprecedented economic crisis 
in 1991. 

Indeed, throughout these five decades. 
India has repeatedly tried to bring around 
the people of Kashmir to its side. By 
introducing Article 370 in the Indian 
Constitution the ruling classes in India 
agreed to givegreater autonomyto Kashmir 
than other Indian states. Similariy, Kashmir 
was made a pan of India as it went thnnigh 
periodic elecuons held under the Indian 
Constitution. To counter the US and later 
the Chinese support to Pakistan, India 
banked on Soviet support at the Secunty 
Council of the UN. llie Soviet veto at the 
Security Council continued to block any 
moves towards plebiscite on the Kashmir 
issue. India also obtained Soviet military 
assistance tlirough various military co¬ 
operation agreements. Eventually India 
signed a 20-year treaty of co-i^ieration 
and friendship with the Soviet Union in 
1971 and ensured Soviet support for its 
policies on long-term basis. With the 
disintegration of Ptdeistan in 1971, India 
began to enjoy a commanding position 


in the subcontinent. The Indo-Pak 
a^eementofShimIa,signedin 1972, tried 
to restrict the scope of the Kashmir issue 
to the bilateral ties between the two 
countries. 

Afler the mid-1980s India began to lose 
its advantage in Kashmii as the successive 
regimes in India attempted to control 
Kashmir from New Delhi in a centralised 
manner. In fact, the alliance between the 
Congress (I) and the National Conference 
of Kashmir, prior to 1987 elections, had 
alienated the Kaslnniri Muslims from India 
(Sen Gupta 1996:277-80] Ever since, a 
new generation of politically conscious 
and assertive Kashmins has been mobi¬ 
lising against injustice, institutirmal decay, 
and increasing alienation of the people 
from the rulers in Delhi. Under these 
circumstances some sections of the people 
in the valley went as far as to demand 
outright political independence from India 
Indeed, the emotional bonds between the 
people of Kashmir and those from the rest 
of India were severed. Nevertheless, after 
the early 1990s. India was able to steadily 
retrieve its hold over Kashmir by firmly 
handling the terrorists, on the one hand, 
and by holding elections in Kashmir, on 
the other hand 

The holding of elections and the rule ol 
an elected government have by now co¬ 
opted the elite in the management of the 
sute government. It has also blunted the 
sharp edges of the terrorist outfits. How - 
ever, the government has yet to initiate 
effective measures to rehabilitate Kadimin 
pandits who have fled from Kashmir due 
to terronsm. There is also the problem, 
taken up by the human rights groups ol 
protecting the rights of Kashniin people 
against stateterrorism. Perhaps, maximum 
transparency is required on the part ol the 
state to win over the trust of Kashmins. 
In this context, allegiance to India need 
not be treated as synonymous with 
allegiance to existing government. The 
governments in New Delhi also will be 
constrained to be more receptive towards 
the religious and ethnic complexities of 
Kashmiri society to manage dcniocratic 
govemance in l^hmir. 

Briefly. India has always regarded 
Kashmir as its inalienable part. At one 
level Kashmir is at the heart of the very 
being of India. If the right of self-deter¬ 
mination is conceded to the people of 
Kashmir it might inspire several other 
states, especially those in the north-east, 
todemand the same right Also, if Kashmir 
becomes independent the very social fabric, 
with its secular foundatioas, oflndia might 
get destroyed owing to the spiral of 
communal tensions that it is likely to 
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genetate (Cheema 1991].ToptttHsiinply. 
Pakistan would be unwilling to be flexit^ 
on its present position regarding Kashmir. 
If Pakistan continues to be insistent on 
resolving the Kashmir issue before 
normalising its relatiims with India, the 
two countnes would remain in deadlock. 
India will not be ready to resolve the 
Kashmirquestion on terms and conditions 
set by Pakistan. 

m 

India and Bangladesh 

Tlw interdependence between India and 
Bangladesh in sheer geo-political terms 
has been substantial. Bangladesh shares 
territonal frontier with India on three sides 
and die Indian Navy commands the Bay 
of Bengal. Similarly. India has always 
been interested in transit routes thnnigh 
Bangladesh for quicker and cheaper 
movement of its people from the state of 
West Bengal to north-eastern states. Both 
India and Bangladesh paid little attention 
to the border problem even though Indo- 
Bangladesh agreement of 1975 had 
conceived the idea of tencing the frontier. 
As aconsequence of the anti-alien agitation 
in Assam during the 1980s the Indira 
Gandhi regime, in 1983, formally began 
to work on the idea of fencing roughly 
2,000km frontier with Bangladesh.' 
However, the binder was poorly delineated 
It ran through villages, houses, markets 
and middle of a river. To fence such a 
border was a very difllcult task To com¬ 
plicate matters further, India and Bangla¬ 
desh had granted exclusive fishing rights 
in some places to each other’s citizens m 
unusual agreements signed in alternate 
years [Thakur 1994; 182j. There was also 
the problem of adverse possessions which 
implied that the territory may belong to 
one country but traditionally it was culti¬ 
vated by the citizens of the other country. 
In substance, fencing was a poor military 
type solution to a demographic problem. 

The BIP, while in the oppo.sition, began 
to make political ciqiital out of interrelated 
issues like poorly delineated border and 
the flow of illegal immigrants from 
Bangladesh. Since the illegal immigrants 
were voting for die established parties, the 
BJP began to fight on the ami-immigrant 
plank and thereby raised its share of votes 
in Assam as well as West Bengal. The BJP 
viewed Hindu immigrams from Bangla¬ 
desh as refugees and Muslim immigrants 
as inflltiators [Soutik 1993). It also tried 
to exploit the issue of Hn Bigha to its own 
advantage The Tin Bigha corridor is 
roughly 180 metres by 85 metres. Leasing 
the corridor out to Bangladesh created a 
50,000-strongHinduenclaveofKuchiibaii 


cot off from the rest of India. Nahirally, 
the BJP rose to champion the cause of the 
Hindu populauon of^Kuchlibari enclave 
in order to dis^y its concern for the 
affected Hindus.^In the lightofouranalysis 
ofsomeofthemajorptoblemsinthe inter¬ 
state ties of soudi Asian states it would 
be easier to dwell uprm the prospects of 
interstate co-operation in south Asia. 

IV 

Trade and SAARC 

Any worthwhile (Hoject of regional co¬ 
operation requires certain basic pre¬ 
requisites. To begin with, countiies which 
aim at co-uperation must have the will to 
pursue peaceful ties. Even die-hard 
enemies like France and Germany had to 
enter a phase of rapprochement before 
working out an anangement towards the 
establishment of the then European 
Economic Community (EEC) in 1957 
Politically, factors such as the threat of US 
dominance as well Soviet expansion had 
brought France and Germany claser. In the 
process, they chose to promote mechanisms 
of interdependence thiou^ European unity 
movements to consolidate and further 
strengthen their respective positions in 
world politics However, unlike the 
successful experiments of regional co¬ 
operation such as the erstwhile EEC orthe 
EU, the SAARC countries lack a peaceful 
environment. They are constrained to build 
notions of co-operation in the shadow of 
protracted conflicts between India and 
Pakistan. The ambition of both these stales 
to build nuclear capabilities has further 
aggravated tensions in the region. 

Moreover, the economies of the SAARC 
countnes aie competitive and not comple¬ 
mentary. in substance, all these countries 
produce and export primary goods and 
import sophisticated manufactured 
products from the advanced industnalised 
countnes Obviously, the vertical trade 
and commercial links between the 
advanced indu,stnalisedcountnesofN«th 
Amcnca and west Europe and the SAARC 
countric.<> arc far stronger than the 
hon/ontal links within the SAARC states 
(Kushwaha 1995-96], For instance, the 
US, countnes of the European Union and 
Japan together are the largest trading 
partners ol the SAARC countnes ac¬ 
counting for more than 50 per cent of total 
trade. Furthermore, a substantial propor¬ 
tion. i c. 40 per cent, of the uade of SAARC 
countries is with the APEC region, 
includingChina. In contrastthe south Asian 
countiies formally do not trade with each 
other. As a share of total exports of south 
Asia, intra-regional trade amounts to no 
mon: than 3 percent [Bank Arindam 1998). 


In view of these trade figures withhi the 
south Asian region, efforts at the 10th 
SAARC summit, concluded at Colombo 
in July 1998,toprDmoleSouth AsianFtee 
Trade Area (S^’TAIcan be perceived as 
a welcome step. A free trade area would 
offer the benefits of economies of scale 
and induce producers from individual 
countries to be more competitive and 
eilicient. Moreover, the formation of Bee 
trade area is quite likely to prompt outsiders 
to set up pr^uction facilities within the 
region to avoid discriminatory trade 
barriers imposed on non-union products 
[Bank Arindam 1998). India played a 
positive role towards promotion of regional 
nude in the south Asian regiem at the 
Colombo summit. It took a bold step of 
removing quantitativerestrictions on 2,000 
commodities. India also is keen on pro¬ 
moting an investor-fnendly environment 
in order to improve its overall economic 
performance. In fact, if India and Pakistan 
arc able to reduce tensioas in theirbilateral 
interactions through a process of a sus¬ 
tained dialogue as well as fruitful nego¬ 
tiations the entire south Asian region will 
be aide to concentrate its attention on 
developmental activities. In this context 
the Gujral doctrine might appear in¬ 
creasingly relevant. 

The Gujral doctrine consists in following 
a policy of non-reciprocity towards 
neighbouring states with the idea of 
accommodating their interests. It has been 
permised on the fact th^ being the most 
powerful state in smith Asia, India needs 
to play a conciliatory and accommodative 
role vis-a-vis its neighbours in the larger 
interest of maintaining peace and stability 
in the region. Such a policy, in its turn, 
can provide a viable base to promote 
diverse co-operative endeavours at the 
bilateral as well as multilateral levels 
among the south Asian states. During 
Gujral’s tenure as a foreign minister as 
well as the faime minister (1996-98), the 
Gujral doctrine became the basis to 
promote co-operative ties between India 
and its neighbours. We shall proceed to 
highlight some of India’s achievements 
dunng that period. 

To start with, a 30-year Ganga water 
sharing treaty between India and Bangla¬ 
desh took effeiafromJanuaty 1,1997.Thc 
Ganga water began to flow from four sides 
[Asian Recorder 1997a]. Likewise India 
signed Mahakali river water treaty with 
Nepal in 1996 which will be operative in 
the near future. The projects of sharing 
river waters as well as development of 
barrages between India and its neighbours 
would link them in the network oi 
interdependence to pursue develq)tnenial 
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objectives in the area erf agrarian pro¬ 
duction. Ap^it from linkages throiq^ the 
rivers, India supported an initiative to 
establish road Uiik between Nqial and 
Bangladesh through one 61 km transit 
route. The route goes from Kakaibita in 
Nepal toPhulbari inindiainto Bangladesh. 
This would allow Nepal to trade through 
(he Chittagong area of Bangladesh. 
Similarly, India, since long, has been 
looking for transit facility via Bangladesh 
towards its north-eastern states. Such 
transit routes would drastically reduce 
transport costs. However, such routes can 
be made operative, effectively, only 
through cordial interstate and intersocietal 
ties. Bang a landlocked state. Nepal has 
always beendependeni on the transittoutes 
provided by India. Taking advantage ot 
such dependence, India could ahio control 
(he activities of the ISI agenu operating 
fromNcpal Italsoneedstobeundcrscored 
that linkages through infrastructure 
between India and its neighbours can give 
a boost to intta-regional trade. 

In Its own way, India took constructive 
niea.surc5 to promote intra-reginnal trade. 
For instance, in order to promote the idea 
nl South Asian Preferential Trade Area 
(SAPTA) India offered tanff concessions 
on 500 con-sumcr goods from least deve- 
lopcdcountnes Consequently Bangladcidi 
was able to .sell its goods like textile or 
Icalhci Items with a decreased duty of 
almost .50 pei cent. Thus increasing the 
exports from Bangladesh was an impoitant 
.step towards trade liberalisation (Asian 
Recorder 1997b) Like Bangladesh, India 
al.su ventured to pursue cordial economic 
u'lations with Sn Lanka. To start with, 
India signed an inve.simcnt promotion and 
prutccuop agreement with Sn Lanka on 
lunuary 21, 1997. Furthermore, Gujral 
icgimeuniiatcrallyreducedtanfrtonemove 
all non-tanff baniers on 70 to 80 products 
exported from Sri Lanka to India. And 
linally India also offered financial 
assistance to Sri Lanka to rectify the trade 
imbalance between the two countries and 
to rehabilitate the Sri Lankans who have 
been the victims of civil war in Sri Lanka 
IA.ii«n Recorder 1997c). The current 
(‘I tuns between India and Sn Lanka to 
pi omote free trade area are consistent with 
the Chijral doctnne. 

The Gujral doi^ne wasquite successful 
in promoting a co-operative environment 
in south Asia. What is more, the Gujral 
regime had initiated a dialogue with 
Fakistan on all the impoitant issues, 
including Kashmir, to bring about an 
•uino.sphcre of cordialit;! between the two 
coumnes. The network of co-operative 
lies among south Asian states has to spread 


roudi wider to encompasa a wide range 
of issues including trade, joint ventures, 
investments, rural development, sharing 
of information technology, prevention of 
environmental degradation, qiread of basic 
education and population control. In 
addition, the countries in south Asia will 
be constrained to combat, collectively, the 
problems related tocross-border terrorism 
and the flow of arms and drugs. People- 
to-people contacts at the socio-cultural 
level through democratic regimes in all the 
south Asian states could, plausibly, 
facilitate a desperately required co- 
opaittive environment in the region. In 
view of the growing impo^i ve of regional 
co-operation. India will be consuained to 
curb tendencies tu adopt hawkish stances 
that bring about an inevitable discord 
among the interstate ties within the region 

V 

Concluding Remarks 

Considering the growing trend towards 
regionalism in iniernational relations, it 
would be appropriate for India to initiate 
a range of co-operative measures with its 
neighbours, in the hope of building the 
SAARC as a viable forum for regional co¬ 
operation. However, problems posed by 
ethno-nationaliiies as well as interstate 
hoidres within the region are stumbling 
blocLs in promoting any co-operative 
venture. Perhaps, it is possible for India 
to form relations with all its neighbours 
except Pakistan In fact, the continued 
tensions b^wcen India and Pakistan have 
persistently marred the prospects of co¬ 
operation within the region. What is more, 
the Kashmir que.stion has not merely 
attracted international attention but has 
brought intrusive powers like the US, China 
and the erstwhile IISSR asimportant actors 
in detamining the landscape of interstate 
ties within .south A.sia. Ina way, actmtinued 
deadlock over the Kashmir issue is 
aggravating the arms race between India 
and Pakistan Such a race, unfixtunately, 
has also acquired a nuclear dimension 
now. Hven though these two countries 
have fought three wars in the past, they 
are still not convinced of the need to divert 
available scarce resources towards deve- 
lopmenul |Hirposes. Being geographically 
contiguous states. India and Frisian will 
have to live with each other Hence they 
will have to wutk out inodes of peaceful 
and co-operativc coexistence instead 
facing the choice of co-destruction. In this 
context, the significance of bilateral 
dialogues and negotiations, at different 
governmental and non-governmental 
levels, can hardly be untterestimated. The 
process ot fruitful negotiations would 
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inevitably tuighten up prospects of co¬ 
operation between die two countries. like¬ 
wise tire relevance of Gujral doctrine 
cannot be underestimated when India opts 
to forge co-operative lies with its 
neighbours. 

Notes 

(This article is based on a talk loinily organised 
by Shanti Poundaiion and B M Birla Science 
(>nlir at Hyderabad, March 1998 and a paper 
presenled in a natianal seminar on' India's Foreign 
Policy' organisedby MohatmaCandhi Umversily, 
Kottayam. Augtiat 1998 I would like to express 
my gratitude lowoids V K Bava. SnBianh, Lok 
Raj Baral, P V Rao, Parvair Ic^ Cheemo, Pnthvi 
Ram Mudiam. S J George and K M Seethi.] 

1 Cyril Radiciiffe's name is associaied widi the 
arieficial and unenforceable border that divided 
the subcontinent between India and Pakistan 
in 1947 

2 Such a siraiegy has been consisiem within the 
bmoder framewoik of the BJP's overall slant 
of Hindu cultural nationalism 
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BALANCE SHEET AS AT SI ST MARCH, 1999 

PROFIT LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH. 1999 

(Rupees) 


(Rupees) 

Schedule 

As on 
31-03-99 

As on 
31-03-98 

Schedule 

Year Ended 
31-03-99 

Year Ended 
31-03-98 

CAPITAL & 

LUBILITIES 

Capital 1 

Reserves &, Surplus 2 

Deposits 3 

Borrowings 4 

Other Liabilities and 
Provisions S 

377,604,591 

377,604.591 

INCOME 

Interest earned 13 

Other income 14 

48,917,194 

19,481,945 

29,340,801 

9.448.876 

6.143,134 

145,920,548 

0 

8,417,395 

(17,424,632) 

70,255.031 

0 

5,329,459 

TOTAL 

68499,139 

38,789477 

EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions ft contingencies 
(Income-Tax provision for 
the current year) 

9,975,664 

31,255.710 

2,851,067 

31,418,646 

TOTAL 

838.085,668 

435,764,449 




3,600,000 

675,000 

ASSETS 



TOTAL 

44431474 

34,944,713 

Cash and Balances with 
Reserve Bank of India 6 
Balances with Banks and 
Money at Call & 

Short Notice 7 

10,786,098 

8,147,844 

PROFIT/(LOSS) 

Net Profit/(Loss) for the year 
Profit/(Loss) brought forward 

23,567,766 

(18,193,625) 

3.844.964 

(21.269496) 

169,188,663 

86,805,213 

TOTAL 

5474,141 

(17424432) 

investments 8 

Advances 9 

Rxed Assets 10 

Other Assets 11 

93,140,020 

222.515,368 

6,330,202 

36,125,317 

58,128,720 

227.031,899 

7,087,029 

48,563,744 

APPROPRIATIONS 

Transfer to Statutory 

Reserves 

Transfer to Other Reserves 
Proposed Dividend 

Net Profit/(Loss) carried over 
to Balance Sheet 

TOTAL 

Notes to Accounts 17 

4,713,553 

0 

0 

768.993 

0 

TOTAL 


435,764,449 

0 

Contingent Liabilities 12 

Notes to Accounts 17 

659,687,633 

303,979.781 

660.588 

5474,141 

(18,193,625) 

(17424432) 





As per our report attached 






For M.P. Chitale & Co. 
Chattered Accountants 



OVERSEA-CHINESE BANKING CORPCKATION LTD. 
MUMBAI BRANCH 

Sd/- 

Uday M. Chitale 

Partner 



Sd/- 

Vietor Lee Eng Kee, 

General Manager 



Mumbai, Apnl 23, 1999. 







1106 


Economic and PoHticai Weekly May 8 , 1999 










































Oir*nca*CliiiicM Buddnc Corporatioo Limited 

(■■coqionMd ta SUnapora) 

Mumbai Branch 

No 146, Maker Chambers VI. Nanman Peunt. Mumbai 400 021. India 
Tel 91 22 283 2722/1.282 9771/2 Fax 9I 22 283 28.3S 
Tlx Oil 8IIS1 CK-BC- IN Swift OCBCINBB 


SCHEDULES TO THE BALANCE SHEET 


(Rupees) 

(Rupees) 


As on 

As on 


As on 

As on 


31-03-99 

31-03-98 


31-03-99 

31-0.3-98 

SCHEMILE 1 - CAPITAL 



SCHEDULE 3 - DEPC^ITS 



Capital 



A) 1. Demand Deposits 



Opming Balance: Amount 



(i) From Bonks 

0 

0 

brought into India by way 



( 11 ) From Others 

50.079.392 

.35,612.849 

of Stail-Up Capital 

377.604.591 

3.56.333,341 

II Savings Bonk Deposits 

1.427.641 

932.715 

Add' Amount received iiom 

HO. dunng the year 

0 

21,271.250 

III Term Deposits 
(t) From Banks 
(ii) From Others 

0 

94.41.3.515 

0 

33.709.467 


377ftM491 

377.604.591 



TOTAL (L D> Ul) 

145,920348 

70355331 

Note. Securities f»the Ace value of Rs. 3.000,000have been depoMted 

B) I Deposits in India 



with R.B.I. to coiimty with secUon 11(2) of the Banking Reguialinn 

Act. 1949. 



II Deposits outside India 

■MMEl 

0 

SCHEDULE 2 - RESERVES 



TOTAL 

145.920348 

703S5331\ 

A SURPLUS 

I Statutory Reaerve 

Opening Balance 

768.993 

0 

SCHEDULE 4 - BtHtROWINGS 

I. Borrowings in India 

(i) Reserve Bank of India 

■ 

0 

Additioni ft Tianafen during 



(ii) Other Bonks 


0 

the year, being 20% of the 

4.713.S53 

0 

768.993 

0 

(lit) Other taMinniom and Agencies 


0 

year's profit 

Deducuoiu during the year 

Ii. Borrowings outside India 

MM 

0 

TOTAL a ft 11) 



Closing Balance 

S.482346 

768.993 

WBBmM 

9 



SCHEDULE 5 - OTHER 



il. Capital Reserve 



LIABILITIES AND nOVlSKWiS 



Opmng Balance 

0 

0 

1. Bills Payable 

793.482 

0 

Additions ft transfers 



II. hner-offioe adjustments (net) 

96.822 

0 

during the year 

0 

0 

III Interest accrued 

1.144.862 

600.519 

Deductions dunng the year 

0 

0 

IV Others (including Provisions) 

6,382.229 

4.728.940 

Closing Balance 

HI. Rcvaluatioa Reserve 

0 

0 

TOTAL 

8317395 

5329359 

Opening Balance 

0 

0 

SCHEDULE 6 > CASH ft 



Addittons ft Iransfen 



BALANCES WITH RESERVE 



dunng the year 

Depmnalian on revalued 
poflion credited to Piofil 
and Lon Account 

0 

0 

0 

0 

BANKOFINDU 

I. Cash in hand 

(including fomm cunency notes) 

II. Balances with Reserve 

Bank of India 

207.880 

272.220 

Clottng Balance 

0 

0 

(i) In Current Account 

10378.218 

7.875.624 

IV Share Premium 

Opening Balance 

Addiuons ft transfers 



(li) In Other Accounts 

0 

0 

0 

0 

TOTAL a ft H) 

10,786398 


dunng the year 

0 

0 

SCHEDULE 7 > BALANCE 



Deductions dunng the year 

0 

0 

3VITH BANKS AHD MONEY 



Clostng Balance 

0 

0 

AT CALL ft SHORT M)TICE 

1 la India 



V Revenue ft Other Reserves 





Openuig Balance 

Addittons ft transfers 
during the year 

Deductiona dunng the year 

0 

0 

0 

0 

(i) Balances snth Baidts 

(a) In Current Accounts 

(b) In Ofter Dcpoad Accounts 

6.898,442 

135.000.000 

771.773 

50.000.000 

0 

0 

TOTAL 


50.77t.T7^ 

Closing Balance 

0 

0 

(ii) Money at Coll ft Short Notice 


. 

VI. Balaaee In Prodt ft 



(a) With Banks 

0 


Loss Aeeauat 



(b) With Other Institutions 

0 


Profit fot the current year 

660,588 


10TAL 

0 


Profli from prevwus year 



II. Outside India 



Loss as per ftofit and Loss 



(i) In Cinrem Accounu 


7.285.940 

Aocoimt (c/f from previous 


(18.193.625) 

(ii) In Other Deposit Accounts 


0 

jrear) 

660.588 

(Ut) Money at Odl ftShon Notioe 

0 

19.747300 

Clostng Balance 

(18.193.625) 

TOTAL 


27333^ 

grand TOTAL (Ln. m. IV,V,VD 

M43.134 

(17«424A32) 

GRAND TOTAL R ft H) 


86308313 
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SCHEDUl£S TO THE BALANCE SHEET 



SCHEDDLE 8 - INVESTMENTS 
I. Invckimente in India in 
(i) Govemment Secuniies 

(II) Other Approved Secunties 

(III) Share* 

(IV) Oebentuies & Bonds 

(V) Subsidiaries and/or joint 
ventures 

(vi) Oihera (Deposit with SIDBI 
•n current year, C D 
purchased in previous year) 

TOTAL 

11 Investments outside India in 
(i) Govemment Secunties 
(including local authonties) 
(It) Subsidianes and/or joint 
ventures abroad 
(III) Other mvesonenis 

TOTAL 


As on 
31-03-99 


63,140,020 

0 

0 

30,000.000 


93440 ^ 


(Rupees) 


As on 
31-03-98 


23.328.720 

0 

0 

30.000.000 


4,800.000 


38428,720 


(Rupees) 




SCHEDULE 10 - nXED ASSETS 
I. Premises 

At cost at the beginning 
of the year 

Addiuons durmg the year 
Deductions during the year 
Depreciabon to date 

TOTAL 

II Other Fixed Assets 

(including furniture & fixuires) 
At cost at the beginning of 
the year 

Additions dunng the year 
Deductions dunng the year 
Depreciation to dote 

TOTAL 


SCHEDULE 9 > ADVANCES 
A. (i) Bills purchased & 
discounted 

(ii) Cash Ciedtts, Overdrafts ft 
Loans lepayable on demand 


64,980,138 67,820.382 


46,024,306 


(ill) Term Loans (Packing Loan) 1111.510.704 


TOTAL 


U241346S 


222415468 


26.044.116 

133,167.201 


227431,899 


119.926.641 

27.300.000 

79,605.258 


227,031499 


As on 

As on 


31-03-98 



8.478.991 

648,464 

0 

(2.797,253) 


TOTAL 6430402 

GRAND TOTAL (L H) 6430492 


7,729,896 

749,095 

0 

(1491.962) 


7,087429 


GRAND TOTAL (I ft II) 93440420 38,128,720 .erfumtii.R n _ OTHER ASSETS 

I • Inier-olfice adjustments (net) 

II Interest Accrued 

III. Tax paid in advance/Tax 
deducted at source 

IV. Stationery and Stamps 

V. Non-banking assets acquired in 
satisfsctioa of claims 

VI. Othen 


B (i) Secured by Tangible Assets 31,804,330 
til) Covered by Bank/Govt. 

Guarantees 0 

(ill) Unsecured 190.711,038 

TOTAL 
C I Advances in India 

(i) Pnonty Sector 
(II) Public Sector 
(ill) Banks 
(iv) Others 

TOTAL 

II Advances outside India 
(I) Due from banks 

(ii) Due from others 

(a) Bills purchased ft 
discounted 

(b) Syndicated loans 

(c) Others 

TOTAL 


TOTAL (C I ft II) 222415468 | 227,031499 


177.330,678 

0 

0 

44.984.690 


222415468 


170,713.964 

0 

27,300.000 

28.817.935 


227,0^1.899 



TOTAL 

SCHEDULE 12 - CCmTINGBNT 
UABILITIES 

1. ClaiinB agauist the Bonk 
not acknowledged os debts 

2. Liability ibr partly paid 
investments 

3 Lmbility on sccount of 
outstaiiding (btwanl foreign 
exchsnge contracts 

4. Guarantees given on behalf 
of conshtuents; 

(a) In India 

(b) Outside India 

5. Acceptances, endotaements and 
other obligations (includes 

LC issued) 

6. Other items for which the 
Bank is conbngently liable 

TOTAL 


0 

5.274,886 

4.690490. 
0 

0 

26.160,141 


36425417 


0 

3,870,237 

675.000 

0 

0 

42418.307 


48463.744 
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SCHEDULES TO PROFIT St LOSS ACCOUNT 


(Rupees) 



SCBKDULE 13-INTEREST 
EARNED 

l. Inteicsi/diacoiuit on 
advances/bilis 

n Income on investments 

m. Inleiest on b alan ce s with 
Reserve Bank of India and 
other inter-bank funds 

IV Others 

TOTAL 


SCHEDULE 14-OTHER 
INONME 

1. Commission, exchange and 

brokerage 5.518,464 

2 Profit on sale of investments 0 

Less Lou on sNe of 

investments 0 

3 Profit on sale of land, 

buildings and other assets 0 

Lets'. Lou on sale of land. 

bnUding ft other usets 0 

4 Profit on Exchange Transactions 13.568.576 
Less: Lou oi> exchange 

innaactions 0 

5. Inconie earned by of 

dividends etc. fiom subsidiaiies/ 
companies and/or joint ventures 
abroad/ia India 0 

6 Miscellaneoiis Income 394,905 



(Rupees) 


0 

394,905 


TOTAL 

SCHEDULE IS - INIRREST 


1 Imeiest on deposits 
n. Interest on Reserve Bank of 
India/Iiiier-bank Borrowings 
111. Others 

TOTAL 


1,536.601 

0 


0 

7,907,480 


19,481.948 I 9.448E76 


3071,298 1.063,865 


6,700,962 

3,404 


9,978.664 


1,786.171 

1,031 




SCHEDULE 16 - OmtATlNG 

EXPENSES 

1 Payments to and provisions 
for emidoyees 

2. RenL taxes ft lightmg 

3 Printing ft stationery 

4. Adveftisements and 
pubbcity 

5. Depreciation on Bank's 
property 


6. Directors’ fees, allowances 
and expenses 

7. Anditon' feet A expenses 

8. Law duiges 

9. Pottages, Telegrams, 
Telephones etc. 

10 Repairs ft Maintenance 

11. Insurance 

12. Odier expenditure 

TOTAL 


As on 
31-03-99 

As on 
31-03-98 

11,048.682 

10,732.957 

13,189,461 

12,906,083 

216,049 

263,731 

75.031 

52,030 

1,430,291 

0 

1.23Z40S 

0 

0 

0 

200,525 

220,500 

33,280 

0 

2.170.694 

2.356,882 

368,848 

2,524,110 

112,761 

18.376 

2.410,688 

1,111.573 

31458.710 

31418446 

■■ 
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SCHEDULE 17 > NOTES TO THE ACCOUNTS 

I Principal Accounting Policies 
I I General 

The Financial Sutemenu have been prepared on the histtuical cost basis. 

1.2 Foreign Cnrrency TranslatioB 

I Asseu and liabiliues in foreign currencies are translated on the Balance Sheet date at the rates notified by PoietgB Exchange 

Dealers' Association of India (FEDAi) The resulting profit or loss on revaluauon is included in the Ihtdit and Loss 
Account 

II. Income and Expenditure items are accounted for at the exchange rates ruling on the date of the ttansamion. 

I 3 Investments 

Investments are considered as current/tradmg investments and are marked to market under various categoiim. Any net 
depreciation bi market value of investments under each category is |nt>vided for Any premium on redemption is amortised 
over the period to matunty 

1 4 Advances 

Provisions for bad and doubtful advances are made to the satisfaction of the Auditors on the basis of norms laid down by 
the Reserve Bank of India (RBI) for identification of and provisioning for non-perfomung assets (No such provisions were 
required as at 31st March 1999.) 

I.S Fixed Assets 

I Fixed Assets are staled at historical cost less accumulated depreciation 

II Depreciation on Straight Line Method is provided for on fixed assets as under at the stated rates, which are equal to/ 
higher than those prescribed under Schedule XIV to the Companies Act, 1936 


Types of Assets 

Rate 

Furniture and Fixtures 

10% 

Office Equipment 

10% 

Computer 

20% 

Motor Car 

20% 

Renovation/Rcnewals 

33 33% 


I 6 Revenue Recognition 

Interest on advances. Income from investments and Commission and brokerage are accounted for on accrual basts. 
2 Provisions and Contingencies (Rs 3.600,000) in the Profit & Loss Account denotes provision for taxation. 

. 3 Capital Adeqqacy 

Capital Adequacy Ratio of the Branch as at 31st March, 1999 was 94% 

4 Subordinated d'>bt raised as “Tier II Capital” - NIL 

5 Ratios 


Ratios 

1998-99 (%) 

1997-98 (%) 

Capital Adequacy Ratio - Tier I Capital 

94.00 

9093 

Capital Adequacy Ratio - Tier 11 Capital 

0.00 

0.00 

Interest Income as a percentage to Working Funds 

909 

8.19 

Non interest Income as a percentage to Working Funds 

3 62 

2.64 

Operating Profit as a percentage to Working Funds 

5 05 

1.26 

Return on Assets 

484 

092 

Business (Deposits Plus Advances) per Employees (Rs Lacs) 

334 94 

297 29 

Profit per Employee (Rs Lacs) 

21.43 

3 84 

PERCENTAGE OF NET NPA's TO NET ADVANCES 

0.00 

000 
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Ovenea-Chlncse Banking Corpnratinn Limited 

(Incorponied in Singaporr) 

Mumbai Branch 

No 146, Maker Chambers VI. Nanman Point. Mumbai 400 021. India 
Tel 91 22 283 2722/3. 282 9771/2 Pax- 91 22 283 283.3 
Tlx on 811.31 fXTBC IN SwiB OCBCINBB 


AUDITORS* REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

Wc have audited the attached Balance Sheet of the Mumbai Branch of Oversea-Chinese Banking 
Corporation Limited, as at 31st March, 1999 and the relative Profit and Loss Account for the year ended 
on that date 

in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the 
provisions of sub-sections (I), (2) and (S) of section 211 and sub-section (5) of section 227 of the Companies 
Act. 1956. the Balance Sheet and Proflt and Loss Account together with the notes thereon are not required 
to he and are not drawn up in accordance with Schedule VI to the Companies Act, 19S6. The Accounts 
aic. therefore, drawn up in conformity with Forms 'A' and *B' of the Thitd Schedule to the Banking 
Regulation Act. 1949 

We report that: 

a We have obtained all the information and explanations which to the best of our knowledge and belief 

were necessary for the purpose of our audit and have found them to be satisfactory; 
b The transactions of the Branch which have come to our notice, have been in our opinion, within 
the powers of the Mumbai Branch of the Bank; 

c In our opinion, proper books of account, as' required by law, have been kept by the Branch so far 
as It appears from our examination of those books; 
d The Balance Sheet and Proflt and Loss Account of the Mumbai Branch of the Bank dealt with by 
this report are in agreement with the books of account as adjusted for ceitain closing entries as of 
31st March. 1999. 

e. In our opinion, and to the best of our information and according to the explanation given u> us, the 
said account read with the notes thereon, give the information required by the Companies Act, 1936, 
in the manner so required for Banking Companies and on such basis the said Balance Sheet gives 
a true and fair view of the Stale of Affairs of the Mumbai Branch of the Bank as at 31st March, 
1999 and Proflt and Loss Account gives a true and fair view of the proflt of the Mumbai Branch 
for the year ended on that date. 


For M.P. CHTTALE ft CO 
Chartered Accountants 


Sd/- 

UDAY M. CHTTALE 
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REVIEWS 


Making Sense of Data 

M H Suryanarayana 

Econometrics and Data Analysis for Developing Countries by Chandan 
Mukherjcc. Howard White and Marc Wuyts. Koutledgc, London, I99H. 


THIS volume seeks to develop a course 
on “data analysis and econometnes as a 
lesearch tixil in the analysis ol develop¬ 
ment issues" It assumes the reader to have 
done at least a haste couise in statistics 
tor social scientists and a course in econo¬ 
metrics also. It IS a guide on how to ‘use’ 
some basic methods, interpret the results 
and become sound applied, empincal 
economists 

The txHik cs.scntially chalks out a “.sec¬ 
ond course in statistics and data anuly.si.s" 
Hie chapters of the biKik arc classified into 
flve broad parts 

tl) Foundations ot data analysis This 
pan prepares the leader for data analysis 
by emphasising its role in model speci- 
fication. estimation and testing It retreshes 
some fundamental concepts in stati.sttcal 
inference It shows tit how to test lor 
normality u.stng exploratory devices in¬ 
volving mean-based and order-based sta- 
ustics as well as tomial tests using mean- 
based statistics, and (ii) how to coirect lor 
.skewness thmugh appropriate data tran.s- 
formation so as to render the data .set 
symmetrical and hell shaped 

(II) Regression and data analysis This 
pan contains chapters on some basic topics 
in applied rcgri'ssion analysis, multiple 
regnsssion, model selection and mis-spcci- 
licatiun in multiple regre.ssion. hypotliesis 
tc.sting, pnnciplcs underlying the approach 
to model specification thiough ‘general to 
specific* modelling, and testing zero re- 
stnctions, non-zero linear restrictions, 
parameter stability with and without 
dummy vunables 

(III) Analysing cross-section data This 
pan covers problems in regres.sion and 
data analy.sis based on c ros.s-.sccliun data It 
begins with achapteroii heteio.scedasticity. 
Its detection using graphical methods and 
diagnostic tests, and its correction by data 
transiomiation or using the weighted least 
squares method It deals with some issues 
that crop up quite often in development 
research based on survey data, that is. 
categoncs and counts It shows how cat ■ 
cgoncal vanablcs can be accommodated 
by inean.s of dummy vanablcs. This is 
iollowed by analysis ol contingency tables 
and tests of independence ol categorical 
variables There is a review of linear 
probability and logit models when the 


dependent vanable happens to be categon- 
cal and dichotomous in nature This part 
concludes by highlighting the usetulne.ss 
of residual analysis and influence statts- 
lics in evaluating such models. 

(IV) Regression with time-.scries data: 
This part explains the reasons for spunous 
conelation in studies based on data or^rcd 
by tune What is meant by stationarii* 
deterministic and stochastic trends in 
time senes? What are their implications 
lor ordinary lca.st squares (OLS) estuna- 
tors'' How to te.st for stationanty'' IKiw to 
achieve stationanty by suitable data tran.s- 
lormations*' Thc.se concepts and methods 
are discussed with empincal data on con- 
.sumcr pnee index, money supply and real 
expoit growth for Tanzania. In addition, 
this pait deals with the problem ot 
auliK'onclation with reference to a hypo¬ 
thetical data .set tor crop pniduction func¬ 
tion It emphasi.ses, among its cau.ses. the 
pioblein of mis-spccificatinn due to 
omi.ssion of relevant variables or inconect 
specification of the functional torm. and 
their siatisiical consequences This is 
lurther illustrated while discussing tests 
lor autocorrelation using visual methods 
hkethe n'sidual plot and correiogram The 
discussion covers some valid piocedurcs 
tor estimating regression parameters based 
on non-statioiiary data, that is. analysis 
and application of co-integration and ciroi 
correction mixlels The coverage is bnel 
and confined mainly to bivariate analysis 
based on data sets for exports and real 
exchange rate lor Pakistan, and real gross 
domestic product and real consumption 
tor Co.sta Rica 

(V) Simultaneous equation models. The 
question of simultaneity in economic 
relations and their impiicatiuns for mod¬ 
elling arc discussed in this part One 
important consequence ot simultaneity is 
that explanatory variables are not exog- 
cmnis which gives rise to simultaneous 
equation bias m tlic OLS estimators. This 
leads to questions like how to tc.st whether 
a vanable is exogenous and how to deter¬ 
mine whether a given equation is esti¬ 
mable (idem died V'Thcse issue.s are neatly, 
though hnefly, discussed in this part It 
concludes with a discussion on methods 
of estimating a single equation belonging 
to a .set of simultaneous equations 


Thus, the bode covers a wide range of 
techniques and methods. At the same time, 
as the authors themselves admit, it is 
selective and does not seek to provide an 
encyclopaedic introduction to all the re¬ 
cent techniques of econometnes and data 
analysis Still it goes to the credit of the 
authors that the approach and message of 
the book is well illustr^ed by means of 
empirical examples as shown below. 

1110 introduction to the book provide 
a convincing illustration ot the need lor 
carriul data analy.sis with an empirical 
example. The example is about explaining 
cross-country variations in birth rate in 
terms of Gross National Pioduct (GNP) 
per capita and infant mortality rate. A 
lincai specification anditscstimation based 
on a sample of observations for 109 
countnes in the year 1985 produces seem¬ 
ingly good results: coefficients have ex¬ 
pected signs and are statisiicaiiy signifi¬ 
cant and the estimated model explains 
about 79 percent of the observed vaiiation 
in the crude birth rate. Diagnostic testing 
validates the normality and homosceda.stic 
assumptions about the error term 

Howevei. a graphical analysis brings 
out that the three variables ditfer with 
respect to the sliape of their respective 
univanatedistributions IJnlikecrude birth 
rate which is approximately rectangular in 
shape. GNP per capita is strongly posi¬ 
tively skewed and infant mortality is 
moderately positively skewed Thus, the 
explanatory variables do not have in 
common with the dependent vanable an 
important feature of the distnbution. 'hat 
IS, .shape. Accordingly, the bivariate re- 
latioas between thc.s<‘ vanablcs as dis¬ 
played in their pairwi.se scatter plots do 
not appear linear. This calls tor an appro¬ 
priate lianstormation of the vanablcs to 
eliminate the effects of skewness in the 
data sets on the explanatory variables and 
hence nonlincarities in the pairwtse scatter 
plots. The transformations ol the explana¬ 
tory vanables, log of GNP per capita 
vanable and .square rcml ol infant mortal¬ 
ity, reduce the skewness and renefer theii 
distribuuons nearly similar in shape, lead¬ 
ing to linear patterns in their .scatter plots 
Hence, the model is telormulaicd in temi-s 
of the transformed variables. The esti¬ 
mates of regression parameters show a 
different result. GNPpcrcapitais no longei 
statistically significant and does not have 
an expect^ sign. This is further confirmed 
by bivariate ^aphical analysis, regression 
e.sttmates and analyses of residuals which 
show that simple regression of birth rate 
on the square root of infant mortality rate 
IS superior to any other alternative speci- 
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fication. The modified specification ex¬ 
plains a larger percentage (8S per cent) of 
the sample variations in the birth rate 
across countries. 

The results indicate that the health of 
a nation as reflected by its infant mortality 
nue is a major explanatoiy variable for 
cross-country variations in birth rate and 
GNP per capita has little to explain any 
further. Thisexampleshowshow a mecha¬ 
nical application of regression analysis 
can yieU misleading results. With simple 
graphical analysis of the sample data, the 
authors bring out very clearly the pro¬ 
blems asiiociated with wrong specifica¬ 
tion of the model. In other words, simple 
graphical methods can be used as effective 
diagnostic tools and can ennch regression 
analysis by a better specification arid evalu¬ 
ation of the data generating process. In 
fact, this example summanscs the approach 
underlying the treatment of different top¬ 
ics dealt with in this volume, that is, careful 
data analysis before specification and 
estimation of models bused on the data set 
This IS the main message of this hook. 

The book shows how it is important not 
only to test ideas against data but also to 
get ideas from analysing data. Accord¬ 
ingly. there is a special empha.sis on data 
analysis Pan I discusses three variants of 
mtxtem approaches to data analysis, viz, 
(ri general to .specific moilcUing involving 
model selection through hypothesis test¬ 
ing; (ii) exploratory data analysis (EDA) 
to detect meaningful patterns in the data, 
and (ill) fragility analysis concerned with 
verifying .sensitivity of results with re¬ 
spect to competing specifications 

Another distinguishing featuic of this 
hook IS that it enlightens the reader on the 
importance of assumpticms in statistical 
analysis using simple examples. Foi in¬ 
stance. modelling averages do not make 
much sense without a.ssumptions about 
the shape of the distribution. The sample 
mean is the most efficient estimator of the 
population mean if the sample comes from 
a normal population. The estimator loses 
Its desirable properties if the population 
i.s skewed or has heavier than normal tails 
providing scope for samples with outliers 
llius, the que.stion of validity of as.sump- 
iions is important for least squares esti¬ 
mators which are mean-based statistics. 
This gives rise to the need for exploratory 
data analysis when the underlying distri¬ 
butions are not known. This is illustrated 
with reference to exploratory band regres¬ 
sion (EBR) which is a n^dtan-based 
graphical method. The merit of EBR lies 
in Its ability to trace the nature of the non¬ 
linear iclaaon between the dependent and 
‘ ndependent variables witiiout any a prion 
specification of die fiinctional form of the 
legression. 


There is a valid emphasis on specifica¬ 
tion also. It shows how the t-test in multiple 
regression can be used to test complex 
hypotheses involving linear combination 
of hypotheses by rc-paramelerisation of 
model specification. This isillustratcd with 
reference to an empirical study on explain¬ 
ing demand for manufactured goods in 
Indiamtermsof income, pricesoffocxl and 
manufactured good.s While rising incomes 
would incrca.se demand for nianutactured 
goods, the pattern of such increases in 
demand also depend on the behaviour of 
income distribution which had worsened 
How the dampening impact of worsening 
income distribution on ^mand for manu¬ 
factured goods could be considered by 
specifying a quadrauc income term in the 
model is well iilu.stratcd in the book. 

This IS a well wnten hook. Some of the 
distinctive features which set the book 
apart from the usual texthoods on econo¬ 
metrics deserve to be noted The book 
deals with rcgicssion analysis using 
empirical examples from developing coun¬ 
tries in Afnca. I atin America and South 
Asia The data used in these examples are 
available in a floppy disk provided along 
with the book It pays due attention to the 
question of mixlel specification, a prob¬ 
lem frequently faced by an appli^ re¬ 
searcher It lays special emphasis on data 
analysis using modern approaches like 
exploratory data analysis, mis-specifica- 
tion testing, specitication searches, model 
selection through general to specific 
modelling It uses graphical methods ex¬ 
tensively in data analysis. Even while 
dealing with these topics, its main focus 
IS on explaining the principles underiying 
data analysis and (heir analytical implica¬ 


tions. Of course, the book explicitly 
recognises the importance of econometric 
theory but instead of dealing with math¬ 
ematical derivations and formal proofs of 
results, it shows how to go about appying 
statistical and econometric methods in a 
world of messy data 

Thus, tins book makes a ref re.shing break 
from the traditional textbook approach of 
equipping the reader mainly with theories 
suid methods-of estimation. It represents 
an attempt to fill up a major void among 
the available textbmks on econometnes. 
that IS, data analysis in research. It pro¬ 
vides a rea.sonably up-to-date and bal¬ 
anced discussion of *how to use’ some 
basic tools in data analysis and economcl- 
ncs, and interpret the results. It illustrates 
‘useful* applications of econometric tools 
to empirical problems with reference to 
some well known published research 
papers. The empirical examples used to 
illustrate different concepts and tools arc- 
very informative These examples show 
how policy relevant and economically 
meaningful relations can be extracted 
through a careful application of econo¬ 
metric methods and proper data analysis 
This way. the hook relates the tools in a 
realistic manner to the problems faced by 
an applied researcher in the context of 
developing countries One shortcoming of 
this book is that there is no errata for some 
typographical errors on (he following 
pages- 179 212-3, 304, 3.58-9. 363. 385. 
423 and 427 

In sum, this book on econometrics will 
be a very valuable guide to not only 
students of research on empirical econo¬ 
mics but also those concerned with eco¬ 
nomic policy re.search. 


CConwpt) 
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S.P. Ganguly, 

Fonworded by T.N. Chalurvedi 
The book demystifies the mysteries of 
public finance by bringing out the 
conrhutional provisicms laws, regulations, 
rules, procedures etc. relating to public 
finance in Indu, indicating the controls 
exercised over public finance and how such 
conhols are exercised 

1997 ISBN8l-7(»2-S88-4 HBRs 17S 


By the same author 

FUNDAMENTALS OF GOVERNMENT BUDGETING IN INDIA 


CONCEPT PUBLISHING GOMPIINY 

A/l 5-16, COMMEROAL BLOCK. MOHAN GARDEN. NEW DELHl-110059 
CABLE: CONPUBCO TEL. 5648039.5649024 FAX.: (Oil) 5648053 
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Quit India Movement Revisited 

Disjunctions and Dislocations 

Aditya Nigam 


rurbulent Times - India 1940-44 by 
Mumbai. 1998; pp 223, Rs 300 

THE Quit India movement appears as a 
moment of crowning glory in the mytho¬ 
logy of nationalism, narrated with little 
variation right from the school textbooks 
to orally circulating legends about it. A 
critical juncture of India’s history that 
marked a turning point in the overall 
offensive of the anti-colonial struggle, this 
chapter remains a irucial one in the 
’autobiography of the nation’ So much 
so that difference about its historical 
assessment had alway.s called forth near- 
hysterical responses from later day 
nationalist.s as well There was, fru'instance, 
in the early 1980s, such a ‘discovery’ by 
the journalisi-tuming-historian. Arun 
Shounc who published an expose of the 
communist betrayal in that movement. 
There was little scope there for accounting 
for a different perspective - even though 
it may have bran based on a gnevously 
wrong assessment fSumit Sarkar's 1984 
rqoindertoShoune.b) the way. is included 
for its historical imponance in this volume 
as an appendix) 

Indian historiography has since charted 
a long and tortuous course, interrogating 
the very premises of the then dominant 
nationalist narratives of history that had 
sought to appropnate all history ol the 
nation’s numerous ‘constituents' into its 
own autobiography, oi simply marginalise 
and silence others. We arc much more 
aware today of the intricate layers of 
movements and struggles and of the many 
different ‘selves' timt were taking place 
then and not all oi whom identified un¬ 
equivocally with the ’nation' as it was 
taking shape Essays in this volume 
draw our attention to such disjunctions 
and dislocations within the nationalist 
movement - often of course, despite 
diemselvcs. 

Biswamoy Pali’s own essay on the Quit 
India movement in Onssa highlights the 
all pervasiveness of the nationalist 
struggle where, often the class struggles 
against the internal exploiters were 
deliberately muted. There was an amazing 
unity across class, caste and tribal-non 
tribal groups, at difler-mt points, that was 
'lot always so. Such fissures and conflicts 
lid keep coming up, to the extent that he 
argues, that it would be mistaken to locate 


Biswamoy Pati (ed); Pr^ular Prakashan, 


the movenwntonly ’within the framework 
of anti-imperialism’. However, some of 
the assertions rcgardingdieinclusive nature 
of the struggle probably should have been 
sub.stantiated more. Srinianjaii’.se.s.say on 
Bengal situates the movement in the 
context of the denial policy of the colonial 
rulers - given the possible threat of a 
Japanese attack-andthefamtnecondition.s 
that were building up. The high degree of 
repression that this combination of factors 
made jMssible. provided the backdrop of 
the movement. Her study shows another 
intcre.sting aspect of the movement- the 
invocation of the mythical ‘Mahatma’ by 
the Rajbatisi. Modeshia and Pahari tribals 
while attacking the local thanas or post- 
offices. ‘Mahatma ki Jai’ was their war 
cry as much as that of the ‘jatiya sarkar’ 
(national govemmentjof Midnapoie which 
sanctioned the use of arms in his name by 
women for their self-defence. The ‘real’ 
mahatma of course mattered little Her 
reading ol the ambiguous attitude of the 
‘depressed classes' as something directly 
attnbutable to the protectivediscnmination 
policy of the colonial rulers is problematic 
and It occurs as a passing mention - a 
matter of much more serious theoretical 
reflection. 

Jim Ma.s.sclos’ piece on the movement 
in Mumbai reads it as a natonaiist text with 
elements of repetition and novelty 
combined - and these he sees as elements 
of circulonty and linearity (respectively) 
within the movement. The events them- 
.sclvcs consliiute a text that is then read 
in many different ways and which con¬ 
tinuously transformed the writing ol that 
text. In Benjamin Zachoriah’s essay on the 
impenal economic policy in India during 
1942-44and Sanjoy Bhattacharya’son the 
troubled relationship between the colonial 
state and ih" communist party in the same 
period, we gel a glimpse of the ways in 
which, at each of these ievels/instihitions/ 
oiganisations there wereactuaiiy no unified 
policies and when indeed there were, there 
were also serious gaps between the 
intentions and theiractu^ implementation 
and outcomes. Zachariah's essay also ex¬ 
plores the interesting situation developing 
with the war and Britain’s consequent 
sudden indebtedness to India and the 


debates within the imperial power on how 
best to handle the situation. Aishwaij 
Kumar’s piece on the IFTA in Bengal 
begins promisingly with a claim to locale 
orgarused cultural activities as part of 
subaltern history (as opposed to the elite/ 
nationalist) but winds up without addres- 
.sing that issue at all. Vinita Damodaran’s 
paperon the Azad Dastas and underground 
activity that sustained the anti-colonial 
struggle beyond the phases of spontaneous 
mas.supsuigecxplores the comity together 
of these Da.stas and the burgeoning gangs 
of profassional dacoits in the context of 
growing famine and hunger. The loosening 
control of the political leadership on these 
as a consequence and Gandhi’s desperate 
attempt to retrieve the situation form 
interesting reading. 

There is however a problem with the 
volume that strikes a non-historian reader. 
These intricacies of the vanous levels of 
relationships call forathcoreiical reflection 
that can make them speak to the extremely 
embattled ground of both, the con¬ 
temporary, and to the current debates on 
history Else they also stand the danger oi 
being incoporated into the autobiography 
oi the ‘nation’. Finally, the production 
certainly leaves a lot to be desired con- 
sidcnng the large number of proofing and 
typogiaphical errors. 


SITUATING SOUND AND ^ 
RHYTHM 
(Music of Dunii Nadu) 

Dr. TV. Kt^m Swami (A petjomdag 
artist and a music actMst, speeiaOy 
so with Camatk Classical Music) 
Every chord of music originates out 
of the ideologies and technologies of 
the day. it is al.so not immunte to ex¬ 
ternal influences rather it gets richer 
by imbibing the infiiKnces. The his¬ 
tory of music in Thmil Nadu is a his¬ 
tory of changes through assimilation 
since ancient times. The aesthetic 
quality has also varied. Hiis book 
seeks to establi.sh that there exists a 
relationship of complementarity be¬ 
tween assimilation of alien influence 
and the aesthetic quality of music at 
different points of time. 

8l-2l2-0607‘31999 200pp 23 cm. 
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SPECIAL ARTICLES 


State Govemmmt Finances 

A Survey of Recent llrends 

NJKurian 

This paper attempts to bring out the deteriorating trend in state finances in recent years, in partu iilar 
during the last two years. Failure to contain wasteful expenditure and reluctance to raise additional resoun es 
on the part of the states are the main causes. Tax wars among state governments to attract private investments 
in the wake of economic reforms as well as competitive populism on the part of ruling parties and contenders 
for power led to this. The last blow has been the pay revision of employees forced upon the .state governments 
by the centre’s unilateral decision to implement Fifth Pay Commission Report. Consequently, states are 
starved of funds to meet the essential investment needs in social and infrastructure sectors. Large borrowings 
are resorted to by several states just to meet the current expenditure. Almost all the indicators of fiscal 
health of the .state economies are steadily deteriorating. The paper reaches the conclusion that unless drastic 


measures to correct the situation 

THE fcKUs or attention in most public 
debates on government finances in our 
country has been almost exclusively on 
central government fmanees. Since 1991, 
the centre has earned out several measures 
ot lax reforms as part of the ongoing 
economic reforms. The overall impact of 
these reforms on the central government 
finances have not been quite encouraging. 
Indeed, the tax-GDP ratio of the centre, 
which had reached a level higher than 11 
per cent in the late eighties, has come 
down hclow 10 per cent in recent years.* 
Whatever gains were achieved in expen¬ 
diture managementby the centre dunng the 
earlier years of reform have been nullified 
by the pay revision of the central govem- 
menl employees in the wake of the recom¬ 
mendations of the Fifth Pay Commission.^ 
The state government finances have 
been undergoing severe strains over the 
last several years. While the gap between 
expenditure responsibilities and revenue 
jssigtunents has been always a concern 
tor the backward and fiscally weaker 
states, the more developed .states have 
been enjoying buoyant revenues and 
managing their flscal affairs rather well. 
A number of states started experiencing 
fiscal imbalimccs from the second half 
ot the eighties consequent on the cential 
pay revision, on the basis of the Fourth Pay 
Commission recommendations. Unlike 
the centre, most of the states had not 
nracused any fiscal discipline even dunng 
(he initial years of economic reforms. 
Indeed, many of them reduced sales and 
other taxes competitively to attract private 
tnvestment. Such tax wars resulted in 
'^tgnificant revenue losses withoutcom- 
tnensuraie gains in terms of pnvate invest- 
ntenis and associated econoimc gains. 


are resorted to without delay, finan 

Failure to contain wasteful expenditure 
and reluctance to raise additional revenues 
on the part of state governments arc the 
two common problems afflicting most of 
the state finances With the era of frequent 
elections and competitive populism prac¬ 
tised by diflerent political parties aspiring 
forpower, the regime oi responsible public 
finance has become extremely difficult 
The explicit and implicit subsidies pas.sed 
on to influential segments of the society 
through state budgets are substanual and 
arc still growing 'The combined net losses 
of State Blectncity Boards have ctos.sed 
Rs 10,000 crore 

The central pay revision, based on the 
recommendatiunsofthcFifihPayCommis- 
sion has cast its shadow on state finances 
as well. Almo!>t ail the states, under pres¬ 
sure from their employees’ unions, have 
agreed in pnnciple to give central pay 
scales to their employees. Many of them 
have already implemented their promises 
partially or fully The burden of pay re¬ 
vision is truly unbearable to the state 
governments with weak resource bases. 
Even the richer states are facing fiscal ensis 
on account of this * Some of the major 
states arc facing an impossible situation 
where thcirentiic revenues are not enough 
to pay the wages of their employee.s.-^ 
Several state governments are indeed 
becoming’governments ofthe empioyee.s, 
by the employees and for the employees’ 
only. Overal*. the pay revision has created 
a fiscal crisis ot unprecedented dimen¬ 
sions for the state governments. Evenwith 
sincere effoils to correct the situation, it 
may take several years for the states to 
come out of the current fiscal imbalance. 

At a time when the need for increased 
resource flows from the centre to the states 


•s of several states will collapse. 

has become imperative, there has. in fact, 
been a reduction in the overall resource 
Hows to the stale-s. As a result of the 
stagnation in the central tax revenues, the 
Finance Commission-mediated tax revenue 
devolution has not increased dunng the 
la.st two years. This has hit the poorer 
stales har^r as they depend more on such 
devolution.^ Further, the revenue gap- 
grants recommended by the Tenth Finaiu'e 
Commission were front-loaded and tapers 
oft to ^eroby the fifth ycar.ie. 1999-2(XX) 
Again, because oi the resource crunch, the 
centre has been unable to maintain a 
growing tempo of central assistance to the 
stale plans. It is, thus, obvious that the 
centre is not in a po.sttion to provide fi.scal 
support to the states when such support 
IS, indeed, most needed 
With very little own funds and decel¬ 
erating central assistance, states have been 
depending more and more on high cost 
borrowings for financing their plans As 
a result the interest burden has been 
mounting ^ An aspect of the ecomwnc 
reforms has been increased reliance on 
market forces and pnvate investments. 
The available statistics on pnvate invest¬ 
ments since 1991 indicate that they have 
been Rowing mainly into those stales which 
arc more developed with beitci infrastruc¬ 
ture and relatively efficient administia- 
tinn The official aid flows from bilateral 
and multilateral agencies also show a 
similar trend of favounng more developed 
states Thc.se arc clear signals of diverging 
growth prospects of developed and devel¬ 
oping states which do not augur well for 
the Indian economy and polity 
In .Sections I to V of this papei. trends 
of various aspects of stale finances in the 
recent past are discussed with the support 
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of available data from vanous sources. In 
the final .section, a few concluding com- 
ment.s arc offered. 

I 

Relative Performance of 
M^jor States 

The IS major states repre.scnicd in 
fable 1 together account for ovei 93 per 
cent of the total population of India " There 
is great diversity among these states in 
terms of the si/c of population, which 
vanes from just 1.2 million in Goa to as 
much as 139 1 million in Uttar Pradesh. 
While Goa',s population is only one-tenth 
of the population of the capital temtory 
of Delhi, the population of states like Uttar 
Pradesh. Bihar, Maharashtra and other 
major states are comparable to those of 
some of the major nations of the world. 

Ihe IS .states arc divided into three 
groups of five each based on the level of 
their per capita income. The per capita net 
domestic products at current prices for 
1996-97 are presented in column 3 of 
Table I.They vary fromRs l9,7l9inGoa 
to Rs 3.835 in Bihar. In other words, the 
per capita income in the richest state of 
the country is ovei five times that of the 
poorest I'lic population-weighted aver¬ 
age per capita income of the high income 
states woiics out to Rs 16,.349 'fhe cor¬ 
responding average per capita incomes of 
middle income and low income states are 
Rs 10,128 and Rs 6,362 respcclively. The 


average per capita income in low income 
states is less than 40 per cent of that in 
high income stales and the average income 
of middle income states is just above 60 
per cent of that in high income stetes. It 
IS also relevant to note that while the 
high income states account for only about 
19per cent of the population of the country, 
the low income states account for as 
much a.s43 4 percent. The corresponding 
share of the middle income sidles is 31 3 
per cent. 

A companson of the intra-group vana- 
tions in per capita income indicates (hat 
such vanations are maximum in the case 
of the low income states and minimum in 
the case of middle income states. Among 
the low income states, per capita income 
of Rajasthan is over 2.2 times that of 
Bihar On the other hand, the highest per 
capita income of Tamil Nadu among the 
middle income states is just 1.3 times that 
of Kerala. In the case of high income 
states. Goa’s per capita income is about 
I 4 times that of Gujarat. Further, even 
among the low income states, Bihar is an 
outlier. The per capita income of Bihar is 
less than 60 per cent of that of Orissa, the 
second poorest state in the country among 
the major states 

'Ilic pecking order of the mapor states 
according to per capita income has under¬ 
gone only minor changes over the last 
several years. As compared to 1990-91, 
Maharashtra has oveital^ Haryana among 


the high income state and Kaniataka has 
oveitaken Andhra Pradesh among the 
middle income stees. Among the low 
income state the ranking remains un¬ 
changed. The per capita income disparity 
among the states, however, was lower in 
1990-91 as compared to that in 1996-97. 
The highest per capita income of Goa was 
only 3.3 times that of Bihar in 1990-91 
ascomparedtoS.i times in 1996-97. Intra¬ 
group variations were also lower formiddle 
income and low income state in 1990-91 
as compared to 1996-97. Such variation 
was. howeite, higher in 1990-91 for high 
income states.* 

The major reason for increased diver¬ 
gence in per capita income of the major 
states in 1996-97 as compared to those in 

1990- 91 has been the differing levels of 
growth of state incomes during the period 

1991- 92 to 1996-97. The annual com¬ 
pound rates of growth of NSDP at 1980-81 
prices for this penod arc presented in 
column 4 of Table 1. The highest late of 
growth was achieved by Maharashtra 
followed by Gujarat At the other extreme, 
Bihar achieved the lowest growth rate of 
0.3 followed by Ori.s.sa which achieved a 
growth rate of 2.7. There was, however, 
wide variation in the growth rates amon^ 
the low income states with Rajasthan and 
Madhya Pradesh doing remarkably well. 
The growth rate among the middle income 
stales on the whole was better and showed 
relatively lower vanation Compared to 


Tabit I Ruativf Pekkhimance or nc Maiok Stah-s siun- 1991 


States 

1991 Census 

Per Capita Nei 

Annual Com- 

Credti-Dcposit 

Share at Finan- 

.Share of Assisi 

Share of Propo- 


(Population 

tromeslic Product 

pound Rate of 

Ratio of (?om- 

cial A.ssistance 

ance Disbursed 

sed Investment 


in Million) 

at Current Pnecs 

Giowlh of NSDP 

mercia) Banks as Disbursed by 

by Slair Hnancial under Industnal 



for 1996-97 

at 1980-81 Paces 

onLa.stFnday All-India Finan- 

Corporations 

Entrepreneur 



(In Rs) 

(1991-92 to 

of March 1998 

ciol Institttlions 

- Cumulative 

Memoranda 




1996-97) 


Cumulalive up to 

up to Marsh 

(August 1991 






End March 1997 

1997 

to March 1998) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

High income stales 








Goa 

1 2 

19 719 

55 

24 6 

0 6 

- 

07 

Gttjaiai 

41 .1 

13,932 

8 0 

48 2 

13 2 

93 

19 4 

Haryana 

16 S 

16.199 

46 

42 9 

24 

48 

36 

Maharashtre 

78 9 

17,29.5 

9 5 

72 3 

22 1 

11 5 

17 5 

Punjab 

Middle insome states 

20 3 

18.213 

47 

38 6 

23 

36 

33 

Andhra Pradrsh 

66 .S 

9.867 

53 

72 1 

66 

78 

82 

Karnataka 

45 0 

10.279 

47 

68 2 

59 

ISS 

3,0 

Kerala 

29 1 

9.066 

67 

443 

1.6 

44 

09 

Tamil Nadu 

5.5 9 

11.708 

5 9 

96 1 

87 

106 

6.8 

West Bengal 

Low miome states 

68 1 

9.441 

66 

46 1 

39 

2.5 

34 

Bihar 

86 4 

.3.835 

03 

27.5 

14 

2.0 

1 0 

Madhya Pradesh 

66 2 

7.445 

6 1 

51 4 

48 

3.2 

80 

Onssa 

31 7 

6.422 

27 

45.2 

1.6 

3.7 

1.6 

Rataslhan 

440 

8.481 

7.2 

47 4 

4.2 

6.1 

4.4 

Unnr Pradesh 

1.39 I 

6.73.3 

34 

28.6 

75 

119 

9.7 

All'indta/AII states 

846.3 

10.919 

67 

55 5 

100 00 

100.00 

100.00 


Source Columns 4 to 7 are based on data given in annex tabirs given in Report on Currency and Finances i997-9S, Volume I, column 3 is based on 
cstimaies of itaic domestic products by iIk Diiectonte of Economics and Siatislics of the respeclive slate governments and column 8 is based 
on data on mdusinal investment proposals given in Annual Report of the Ministry of Industry for 1997-98 
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GigBiataodMaharashtra,thepetfoniMnces 
of Goa, Haiyana and Punjab woe less 
impiessive. 

An annual average growth of population 
of about 2 per (%nl for the country as a 
whole during this penod implies that the 
states might have experienced much more 
signi fleam variations in per capita income 
growth. WhilestatesiikeGujaratand Maha¬ 
rashtra experienced 6 to 8 per cent of real 
growth in per capita income per year since 
1991-92, there was negative compound 
growth of about 2 per cent per annum in 
Ebhar Indeed, the per capita income of 
Bihar in each year of the period 1991-92 
to 1996-97 was lower than that in 1990- 
91. Similarly, the annual growth of pei 
capita income in On-ssa was negligible 
and that ot Uttar Pradesh was just above 
I per cent Compared to these, Madhya 
Pi^csh and Raja.sthan had experienced 
respectable per capita income gmwtli of 

4 to S pci cent. The middle income states 
experienced per capita income growth 
varying from a little below 3 per cent in 
Karnataka to over S per cent in Kerala. 

A majoi a.spect ot economic reforms 
initiated in 1991 has been the greater nilc 
assigned to market forces in investment 
decisions Piivate sector investment was 
expected to be the principal vehicle for 
eiononiic growth and development of 
dilfercnt regions in the country The rela¬ 
tive performances of major stales in attract¬ 
ing private investment, in terms of a few 
key indicators, are presented in columns 

5 to 8 of Table 1 

The credit deposit ratios of all commer¬ 
cial banks, taken together, as on last Friday 
of March 1998 for major states are pre¬ 
sented in column 5 The ratios vary from 
as much as %. I per cent lor Tamil Nadu 
lo as low as 24..S per cent for Goa. While 
all the slates in the low income group have 
I redit-deposit ratios below the ail-lndia 
average of SS.S percent, four states among 
high income group and two .states amongst 
middle income group have their credit- 
deposit ratios below the ail-India average 
it IS worth noting that |u.st four out of the 
i 'i major states have credit-dcpsisit latios 
above the national average. On the whole, 
the credit off-take is better m the middle 
income states Maharashtra is the only 
high income state with high credit-deposit 
M' 10 The credit off-takes vts-a-vis depos¬ 
its IS unifoimly piMirin low income .states 
hvenamonglt^theperformanceol Bihar 
and Uttar Pradesh is exceptionally poor. 

It IS relevant to note that the overall 
I rcdii-deposit ratios ot commercial banks 
’•ave been coming down over the last few 
vears due to recessionary conditions* The 
vtv'dit-deposil ratio at the all-India level 


wasashighas6I per centas on last Friday 
of March 1992. Between 1992 and 1998 
when the oserall credit-deposit ratio came 
down by S.S percentage points, the de¬ 
cline of the ratio was much steeper in the 
case of low income sutes (12 percenugr 
points in Bihar, 12 3 percentage points in 
Madhya Pradesh. 27 percentage points in 
Orissa. 7.8 percentage points in Rajasthan 
and 16percentagepointsin Uttar Pradesh). 
On the other hand, the credit-deposit ratio 
in Maharashtra improved from 62.4 per 
cent in 1992 to 72 3 per cent m 1998. 
Further, it is noteworthy to mention that 
Maharashtra alone accounted foroverone- 
fnurth of the total credit off take in the 
country in 1998 It may, however, be noted 
that credit-deposit ratio as an indicator of 
investment has icrtain limitations. The 
fact that Mumbai is home for a .significant 
proportion of large companies may give 
inflated credit off-take figures for 
Maharashtra. The credit mobilised in 
Mumbai could actually get inve.sted in 
other states. The relatively lower credit- 
deposit ratios in states like Goa. Punjab 
and Kerala may he partly due to the high 
bank deposits in the .states on account of 
large remittances (torn migrants which are 
well beyond the investment potential ol 
these states. On the other hand, tlic veiy 
kiw credit-deposit ratios of states likeBihar 
and Uttar Pradesh is a reflection of the fact 
that these .stales are unable to absorb a 
majoi share ot the meagre deposits 
mobili.sed then.' 

Finances extended by ali-India institu¬ 
tions like IDBI, IICI. ICICI, Lie. GIC and 
im constitute an important soutcc of 
investiblc iund.s .statcwisc percentage 
share ot cumulative financial a.s.sistancc 
disbursed by all India linanciai institu¬ 
tions up to end kI March 1997 are pre¬ 
sented in column b of Table 1. The un¬ 
evenness oi the distribution of the insti¬ 
tutional credit across the states is evi¬ 
denced from the fact that Maharashtra 
alone accounts f oi over 22 per cent ofsuch 
credit Gujaiat at the second place .shares 
13 2 per cent of such credit At the other 
extreme, the live low income .states to¬ 
gether which account lor over 43 per cent 
of the population ul tlic country share only 
19.5 jvr cent of the institutional credit 
iiven among the low income states, there 
IS considerable disparity in institutional 
credit absoijilion - Bihar accounts for 
only 1.4 pet cent and Ori.ssa'.s share is a 
shade bcttei at I 6 per cent. Among the 
middle income sial.'s the share of Kerala 
i.s low at 1 6 |icr cent and that of West 
Bengal is only .19 per cent. The share of 
other three arc well above their respective 
share ol population. 


The funds disbursed by i4ate financial 
Corporations (SFIs) are another main 
source of investment financing in the 
states The cumulative share of .such dis¬ 
bursements till March 1997 are presented 
in column 7 ot Table 1. While Goa does 
not have a state financial corporation, 
'the remaining U states have their own 
state financial corporations with vary¬ 
ing levels of effectiveue.ss The highest 
share of disbursement of IS.S pet cent of 
the total was m Karnataka lollowed by 
11 9 per cent in Uttar Pradesh, 11.5 per 
cent in Maharashtra and 1U.6 pci cent 
in Tamil Nadu. The remaining 10 states 
together accounted for le.ss than 50 per 
cent of the SFI loans states like West 
Bengal, Bihar and Madhya Pradesh ac¬ 
count for very small share of SFI credit 
for investment 

The investment intentions as evidenced 
by the investment proposals under Indus¬ 
trial Entrepreneur Memoranda can he con¬ 
sidered as a sort of composite index of 
investment intentions. The pereentage 
shares of such invesmicni propo.sals dur¬ 
ing the period August 1991 to March 1998 
are presented in the last column of 'fable 1 
Gujarat tops the li.st with 19 4 per cent 
share lollowed by Mahara.shlra with 17 5 
per cent The other states with relativciv 
better record are Uttai Pradesh (9.7 per 
cent). Andhra Pradesh (8 2 per cent). 
Madhya Pradc.sh <8.0 percent) and Tamil 
Nadu (6 8 per cent) The low performers 
are Kcrala(0 9pcrcent),Biharfl percent) 
and Orissa (1.6 per cent). 

It will be interesting to compare the 
growtli pciformance of the states since 
199) with their performance in terms ot 
atti acting pnvatc investment The dear 
cases where high growth rates of .state 
domestic products (SDPs) are a.ss(iciaied 
with high levels of private investnienls 
arc Maharashtra and Gujarat At the 
other extreme low growth rates ol SDPs 
aie associated with low levels oi private 
investment in Bihar and Onssa A de¬ 
composition ot the SDP growth, state- 
wise, indicates that the relatively high 
g-jwtli rales of SDP m West Bengal. 
Madhya Pradesh and Rajasthan are cx 
plained by high rate of growth of agri¬ 
culture which does not depend on private 
investment in the organised sector sigm- 
fieantly. Similaily, reiaiivciy lower SDP 
growth rate.s in Andhra Pradesh. Tamil 
Nadu and Uttar Pradesh despite com¬ 
paratively high levels of pnvate invest¬ 
ment are explained by unimptessive og- 
nculluial growth in these states. More 
importantly, the lull mi|uct of tfie perfor¬ 
mance of the states in terms of attracting 
private investment in the past few years 
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Will be reflected on SDP growth in the 
coming years' * 

II 

Financing Pattern of State Plans 

'fhe projected and realised Eighth Plan 
outlays along with their pattern of financ¬ 
ing lor the IS major states are presented 
inTablel. The projected pliui outlay vaned 
from Rs 761 crone in Goa to Rs 21.000 
crorc in Uttar Pradesh. As against these, 
the realised outlay at comparable prices 
varied from Rs 701 crore in Goa to 
Rs 22.692 crorc in Maharashtra. Only in 
the case of four states, vt?, Maharashtra. 
Andhra Pradc.sh. Kerala and Tamil Nadu 
the realised plan outlays exceeded the 
projections Goa and Karnataka realised 
more than 90 percent of the projected plan 
outlays. 

States which realised more than 80 per 
cent of the projected plan outlays are 
Gujarat. Punjab and Madhya Pradesh Plan 
realisation with reference to projected 
outlay was lowest in Bihar at 36 percent. 
Bihar was followed by Onssa at 51 per 
cent and Haryana and West Bengal at 67 
per cent each The overall plan realisation 
lor the IS major states works out to about 
83 per cent of the projected outlay 

A comparison oi per capita plan outlay 
realised duiing the Eighth Plan indicates 
that It vaned from Rs 5,842 in Goa to 
Rs 2,256 in Gujarat among the high in¬ 
come stales The coiresponding variation 
among the middle income .states was from 
Rs 2.579 in Karnataka to Rs 957 in West 
Bengal. In the ca.se of low income states. 


the variation was from Rs 2.002 in 
Rijasthan u> Rs 545 in Bihar. It is, thus, 
obvious that the per capita plan outlay 
among high income states was signifi¬ 
cantly higher thui that of middle and low 
income states. Similarly, average plan 
outlay per capita in middle tiKome states 
was appreciably higher than that of low 
income of states. It is noteworthy that pdr 
capita plan outlay in Goa during Eighth 
Plan was more than 10 times that in Bihar. 

The average per capiu plan outlay 
realised by 15 states taken together was 
Rs 1,677 during the Eighth Plan While 
all the five high income states had per 
capita plan outlay above the average for 
15 states, three middle income states 
(Karnataka, Kerala and Tamil Nadu) and 
just one low income state (Rajasthan) had 
per capita plan outlay above the average. 
Even among the low income states, Bihar 
sUxxl apart with average per capita plan 
outlay below half that of other states. 

The sourcc.s of flnancing of state plans 
can be categorised under tluee broad li^ds, 
vi/, ccnttdl a.ssistance, own funds of the 
states and borrowings of the states Dunng 
the Eighth Plan, central assistance com¬ 
prised normal central assistance under the 
Gadgil Formula, external aid flowing to 
the states through the central budget and 
plan revenue deficit grant recommended 
by the Ninth Finance Commission. Col¬ 
umns 3 and 7 present the percentage .share 
oi central assistance as per the projected 
plan and realised plan respectively. For all 
.states taken together, the share of central 
assistance is almost same in both cases 


In the case of individual states, however, 
substantial differences in tiK share oi 
central assistance as per projected and 
realised plan can be noticed. Two sets of 
reasons can be adduced for these changes. 
States which experienced shortfall in 
realisation of projected plan due to short¬ 
fall in own funds or borrowings found that 
the central assistance at the projected level 
consututed a higher percentage share of 
dieirrealised plan. Haryana and all the five 
low income states are in this categoiy. 
states which have done better in terms of 
own funds and or borrowings at the stage 
of realisation as compared to projections 
found that the share of central assistance 
has come down. The absolute decline in 
central assistance, wherever it occurred, 
was almost invanabiy due to shortfall in 
exlernai aid inflow. Indeed, in the ca.se of 
Maharashtra and Andhra Pradesh the 
increase in the share ol central assistance 
in the realised plan outlay was on account 
of realised external aid flow exceeding 
projected aid flow. An important aspect 
about central assistance is the fact that a 
major share of it is given to the states as 
loans The grant component ot normal 
central assistance and external aid i.s only 
30 per cent.'^ The plan revenue deficit 
grant, however, is grant altogether. 

.Share of projected and tealised own 
funds of the states dunng the Eighth Plan 
arc given in columns 4 and 8 respectively 
of Table 2 Own funds of the .states foi 
financing the plan compose of balance 
from current revenues, contnbutions oi 
state public sector undertakings and non- 
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Proi.'Ucd Outlay 



Realised Outlay 


Slates 

Total Outlay 

Percentage 

PcRcntQge 

Percentage 

Total Outlay 

Percentage 

Pertenloge 

Percentage 


(Rs Crore at 

Share of 

Shore of Own 

Share of 

(Rs Crorc at 

Share of 

Share ot Own 

Share of 


IMl 92 Ptices) 

Cenlial 

funds of the 

Borrowings 

1991-93 Pnees) 

Central 

Funds of the Borrowings 



Assistance 

.Slates 

of the Slates 


Assistance 

Stales 

of the Slates 

(1) 

(2) 

(31 

(4) 

(51 

(6) 

(7) 

(8) 

(9) 

High income stales 









Goa 

751 

28 3 

24 9 

469 

701 

28 5 

37 1 

34 4 

Gujarai 

11..500 

19 1 

41 9 

39 1 

9.319 

20 1 

23 4 

56 5 

Haryana 

.S,700 

17 3 

.17 4 

45 3 

3.802 

26 5 

67 

668 

Maharashtra 

1K..520 

16.5 

31 4 

52 0 

22,692 

21 8 

444 

33 9 

Punjab 

Middle income states 

6.570 

139 4 

80 7 

41 3 

5.277 

62 6 

-36 6 

74.0 

Andhra Pradesh 

10 500 

45 2 

44 

50 4 

10.966 

.50 7 

-47 

54 1 

Karnataka 

12. WO 

2.3 6 

44.8 

.31 6 

11.604 

20 9 

34 1 

668 

Kerala 

.5.450 

442 

26 6 

82 4 

6,712 

31 6 

54 

63.0 

Tamil Nadu 

10,200 

.55 5 

-5 1 

49 6 

10,665 

39 3 

5 0 

.55 7 

West Bengal 

Low income states 

9,760 

96 1 

-68 2 

72.1 

6,519 

545 

-65 1 

110.8 

Bihar 

I.3.000 

43 4 

5 1 

51 5 

4,712 

97,2 

-74 1 

76 9 

Madhya Piadesh 

! 1,100 

30 8 

175 

51 7 

9.886 

3.3 3 

15 2 

63 0 

Orissa 

in 000 

432 

167 

40 1 

5.076 

49 1 

-17 1 

68 1 

Rajasthan 

11,500 

36 4 

19 1 

445 

8,810 

39 2 

-15 1 

75.9 

Uttar Pradesh 

21.000 

54 2 

-’as 

68 5 

15.778 

.58 3 

-30 7 

724 

Total IS states 

1,.57.871 

406 

64 

53 0 

I..32.5I9 

39 4 

16 

590 


Sttun e Based 'in data ivailable in Planning Oimniission. Government of India 
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debt c«irital receipts and additional re- 
sources mobilised. All states average of 
own funds was projected to be 6.4 per cent 
of the total plan outlay. What was realised 
was, however, a meagre 1.6 per cent. The 
states which did better at the stage of 
realisadtm as compared to projection are 
Ooa, Maharashtra, Pupj^. Kerala, Tamil 
Nadu and West Bmigal. Punjab’s pro¬ 
jected own funds were highly pessimistic 
on account of the troubled environment 
at the time of formulation of the Eighth 
Plan, which improved considerably in the 
subsequent years with the restoration of 
peace in that state. It may be noted thru 
in thecaseof all the five low income states, 
the reahsed levels ol own funds were 
loiver than those projected. Kerala and 
Tamil Nadu, which projected negative own 
funds for plan, realised positive contribu¬ 
tions on these accounts. 

The third component of plan financing, 
viz, borrowings of the states, consists of 
SLR-based market borrowings, negotiated 
loans from various national level financial 
institutions, bonds and debentures raised 
by the state PSIls lor plan funding and 
contractual borrowings including provi¬ 
dent funds and loans from small savings. 
The projected and realised share of borrow¬ 
ings in plan funding are presented in 
column 5 and 9 respectively. TTie pro¬ 
jected share ol borrowings for Eighth Plan 
tinancing of the 15 major states was S3 
pel cent ot the total while the realised 
share of borrowings was higher at 59 per 
cent The projected share of borrowings 
varied from as much as 82 per cent in 


Kerala to a little less than 32 per cent in 
tte case of Karnataka, bi the evem the 
highest share of borrowings was in West 
Bengal at about 111 per cent and the 
lowest at just about 34 per cent in 
Maharashtra. The states where the realised 
share of borrowmgs were lower than the 
projected share are Goa, Maharashtra and 
Kerala. On the other hand. Gujarat, 
Haryana, Punjab. Karnataka, West Bengal. 
Bilw, Ons.sa and Rajasthan are the states 
where borrowings financed substantially 
higher share of plan than projected. 

West Bengal is the tmly state where 
borrowings accounted for more than 100 
per cent of the plan finances during the 
Eighth Plan penod. The principal instru¬ 
ment of bonowings in West Bengal has 
been small savings. Indeed, mcrfiilisation 
of small savings in West Bengal has been 
steadily growing over the last few years. 
This is explained in terms of the rural 
surpluses generated by the fairly high and 
wi^spread growth of agriculture in that 
state. The other states where borrowings 
accounted for two-thirds or more of plan 
funds for the Eighth Plan are Haryana, 
Punjab, Karnataka, Bihar, Orissa, 
Rajasthan and I'ttar Pradesh. Because ot 
the heavy dependence on borrowings to 
finance the plan, all these states experi¬ 
enced significant increase in their interest 
liability at the end of the Eighth Plan. 

Financing patterns of state annual plans 
for 1997-98 and 1998-99 are presented tn 
Tabic 3 Anticipated plan outlays at cur¬ 
rent prices tor 1997-98 are given in col¬ 
umn 2 and the structure of their financing 


are ^ven in columns 3 to S. For all the 
IS major slates taken together, central 
assistance accounted for about 40 per cent 
of plan financing and borrowings ac¬ 
counted for over 78 per cent of plan fi¬ 
nancing. The conuibution of states’ own 
funds was (-)I8 per cent It implies that 
about 18 per cent of the borrowings/cen¬ 
tral assistance was diverted by the states 
for meeting current expenditure on non¬ 
plan account. Such diversions were maxi¬ 
mum in Punjab (1.54 per cent) followed 
by Uttar Pradesh (77 per cent), Madhya 
Ptadesh (64 per cent) and West Bengal (61 
percent). Gujarat, MaharashU'a, Karnataka, 
Kerala and Rajasthan had made positive 
contnbutions of own funds for plan 
financing. Borrowings as a share of plan 
outlay exceeded 100 per cent in the case 
of Punjab, West Bengal, Madhya Pradesh 
and Uttar Pradesh. 

The state plan outlays for 1998-99 as' 
approved by the Planrang Commissiou 
and the structure of their financing for the 
IS states arc given in columns 6 to 9 of 
Table 3 The approved plan outlays for 
1998-99 can be seen to be sigmficantly 
higher than the anticipated outlays for 
most of the states. As a result, the total 
plan outlays-.nf IS states tor 1998-99 at 
Rs 69,442 crore is over 41 per cent higher 
than the total for 1997-98 at Rs 49,172 
crore The .states' own funds, however, 
received a further beating in 1998-99 as 
compared to the previous year. About 25 
per cent ot the boriowings/ccntral assis¬ 
tance are expected to be diverted by the 
states for meeting the non-plan revenue 


Tabu 3 Finanonc Patti-rn of Annual ftjw 1997-98 and 1998-99 


Annual Plan 1997-98 Annusd Plan 1998-99 


States 

Anticipated 

Percentage 

Percentage 

PercenUigB 

Approved 

Percentage 

Percentage 

Perutfittugc 


Outlay at 

Share of 

Shore ol t>wn 

Share of 

Out lay >01 

Share ol 

Share of Own 

Share of 


Cunvnt Pnees 

Central 

Funds of the 

Borrowing 

Current Paces 

Central 

Funds ol the Borrowings 



Assistance 

Stales 

of the Suites 


Assistance 

Stales 

of the .Slates 

(1) 

(2) 

(3) 

(4) 

(.5) 

(6) 

(7> 

(8) 

(9) 

High income stales 









Coa 

184 

41 1 

9 2 

68.1 

291 

26 8 

-.50 9 

124 1 

Gujarat 

4.500 

22 9 

22 6 

.54 4 

5,4.50 

25 9 

-1 6 

75 8 

Haryana 

1,421 

43 2 

20 6 

77 5 

2,260 

42 2 

-42 6 

100 4 

Maharashtra 

8.393 

20 6 

16 9 

62 5 

11.601 

16 1 

-0 1 

84 1 

Punjab 

Middle income state 

1,415 

43 6 

IS39 

210 3 

2,500 

27 5 

-57 3 

129 8 

Amlhij Pradesh 

3,617 

59 4 

-18 5 

59 1 

4.679 

65 7 

-44 8 

79 0 

Karnataka 

4.15! 

22 0 

14 7 

63.3 

5.353 

22 3 

103 

67 4 

Kerala 

2,891 

21.6 

12 3 

• 66 1 

.3.100 

24 8 

-18 1 

93 .3 

Tamil Nadu 

4,0.52 

41 1 

-7 8 

667 

4..500 

37 9 

54 9 

117 1 

West Bengal 

1 ow income states 

3,388 

54 1 

-60 9 

106 8 

4.595 

59 5 

-.59 2 

99 7 

Bihar 

3.201 

53 9 

52 4 

98 5 

3.769 

536 

-28 0 

74 4 

Madhya Pradesh 

2,152 

.-'8 9 

-64.3 

105 3 

3,700 

56 4 

-55 4 

99 0 

Onssa 

2.169 

647 

-25 t 

608 

3.084 

52 1 

-13 8 

61 7 

kajasthan 

3,748 

31 1 

09 

68 1 

4.300 

32 6 

-36 7 

104 1 

I'ttai Pradesh 

4,892 

61 3 

•77 3 

1160 

. 10,260 

42 3 

-31 8 

79 5 

1 >tal IS states 

49,172 

39 5 

17 7 

78 2 

69,442 

37 3 

-24 9 

87 6 


'’«urr«. Denved from data avoUable in the Planning Conimision. (joveniinent of India 
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expenditure. Only one state, vu, Karnataka 
IS expected to provide a positive contn- 
bulion of own funds for p(an financing 
Five states, vi/., Goa. Haryana, Punjab. 
Tamil Nadu and Rajasthan are projecting 
more than 100 per cent borrowings for 
financing the approved plan It is note¬ 
worthy that there is hardly any difference 
among the three groups of states in terms 
of source of financing of the projected 
plans. Indeed, thiec out of five .states which 
projected more than 100 per cent borrow 
ings are from the high income gniup 
A comparison between figures given in 
Tables 2 and i clearly indicates a deteno- 
ration ul the nnance.s of the .states since 
the Eighth Plan In the Eighth Plan, nega¬ 
tive own funds and high level of borrow¬ 
ings were limited to a lew states, mostly 
low income states and others with iiscal 
stress due 10 special leasoiis By l9‘)7-98 
the share of negative contributions and 
borrowings have gone up lot all states 
taken together and they have become more 
prevalent For 1998-99, even at the pro¬ 
jected levels thc.se tendencies have further 
aggravated Two factors can be identified 
as the principal reasons for thc.se ticnds 
Consequent to the implementation ot 
the pay revision ol central government 
employees based on the Filth Pay Commis- 
sion recommendations, the state govern¬ 
ments have been compelled to follow suit 
Almost all the states have accepted in 
pnncipic pants ol pay for their employees 
with that of the central govcnimeni em¬ 
ployees Most ot them have implemented 
the pay revision lull} or partially This, 
however, has senously damaged the tcscal 


balance of most of the states. The addi¬ 
tional fiscal burden on account of pay 
revision is roughly estimated to be about 
Rs 20,000 crote per year for ali the .states 
together. It will take years before the state 
finances are put back to healthy balance. 

The second factor which ha.s adversely 
affected the state finaiK.*cs over the last 
couple of years is the deceleration of the 
growth in central tax revenues. The central 
tax revenues as a percentage of GDP has 
been showing a declining trend. As a result, 
the .share of central tax revenues devolved 
to the states ha.s not been growing While 
the devolved share constitutes about one- 
third ot the tax revenues of all the stales 
f aken together, lor fiscally weaker stales 
like Bihar devolved tax revenue is as much 
as 60 per cent of the total tax revenues 
The declining growth of the central tax 
revenues has .senuus adverse implications 
on the finances ol the state governments. 

Ill 

Revenue Receipts of M^jor States 

We shall now turn to an examination 
ot the le venue receipts of the major status. 
Revenues of the states can be broadly 
classified into tax and non-tax revenues 
I'ax revenues are composed of states' own 
tax revenues and share in central tuxes 
Non-tax revenues compn.sed stales’ own 
non-tax revenues and grants from the 
centre The major components ol revenue 
rci'cipts of the 15 major states are pre- 
.sented in I'ahle 4 

The pnncipal compoiwnt of revenue 
rcccipt.s of the major slates is own tax 
tcveiiues Column 2 of Tabic 4 gives 


statewise figures of ovm tax revenws. The 
absolute amount of own tax revenues of 
the states vaiy considerably across the 
.states from just Rs 303 crore in Goa to 
as much as Rs 11,715croreinMaharashtra. 
It IS noteworthy that states like Gujarat and 
Karnataka collect more tax revenues than 
larger states like Bihar, Madhya Pradesh 
and West Bengal. Similarly, Tamil Nadu 
with less than 40 per cent of the population 
of Uttar Pradeith collects more lax rev¬ 
enues than the latter. Of course, the level 
of prospeniy as measured by per capita 
income may have a major influence on the 
level of tax revenues. For a fair compari¬ 
son of tax efiorts among the slates the own 
tax n'venues as a percentage of the net 
state domestic products (NSDP) have been 
worked out As against the average tax- 
NSDP ratio of 7.5 per cent for the 15 
states, the ratio was highe.st at 1.3 9 per 
cent for Kerala, followed by Tamil Nadu 
(II 5 per cent), Karnataka (11 4 per cent) 
and Goa (11 per cent) AH the five low 
income states have tax-NSDP ratios below 
the 15 states’ average. Uttar Pradesh and 
West Bengal share the lowest ratio of 6 
per cent followed by 6 1 per cent in Orissa 
and 6.3 pur cent in Bihar It is intcrc.sting 
to note that two of the high income states 
vi/, Haryana and Punjab have tax-NSDP 
ratios beli'w the average level for 15 states 
Even Maharashtra which has racsed the 
maximum tax revenues has a tax-NSDP 
ratio ol 7.8 per cent which is only mar¬ 
ginally above the all states' average. 

A comparison of per capita own tax 
revenues of the three groups of stales 
indicates substantial differences Fur high 
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Tax Revenue 



Non-Tax Revenue 


States 

(1) 

.Stalls' Own 
Tax Revenue 
(2l 

States' Share in 
Central Taxes 
(3) 

Total tax 
Revenue 
(4) 

States' Own Non 
Tax Revenue 
(5) 

Cirants from 
Centre 
(6) 

TotJ Non Tax 
Revenue 
(7) 

lotal 

Revenue 

(8) 

High inkoinc slates 

Goa 

W 

90 

595 

547 

70 

417 

810 

Gujarat 

fiUhS 

1175 

7240 

1575 

855 

2428 

9668 

Haryana 

2141 

4.52 

2575 

5l5t 

540 

3473 

6(48 

Maharashtra 

117IS 

2275 

15990 

3755 

1510 

5265 

19255 

i'tinjab 

2715 

528 

5255 

l'M5 

561 

2506 

5569 

Middle income stales 

Andhra fY.ideah 

4X82 

2959 

7821 

1625 

1748 

3373 

11194 

Karnataka 

5768 

1750 

7498 

1542 

782 

2124 

9622 

Kerala 

5899 

1242 

5141 

514 

490 

1004 

6145 

Tamil Nadu 

7984 

2165 

10149 

886 

926 

1812 

11961 

West Bengal 

425') 

2420 

61.79 

418 

1130 

1.548 

8227 

Low incunu* stales 

Bihar 

2251 

4078 

6529 

1061 

648 

1709 

8038 

Madhya Piadesh 

4104 

2656 

6739 

1975 

1500 

3275 

10014 

Onssa 

1542 

IS66 

2908 

482 

897 

1379 

4287 

Kajasthan 

5124 

1766 

4890 

1561 

1309 

2670 

7560 

Uttar Pradesli 

0506 

6072 

12578 

1519 

2.531 

36.50 

16028 

All India/Atl states 

71102 

55038 

106139 

2.5543 

23154 

46697 

152836 


Rased on the hiidgetar) doLunv-nts of the central and slate govenimenis 


1120 


Economic and Political Weekly May 8, 1999 




iacome slates per capita (ax revenues vary 
from Rs 2,1M in Cku to Rs 1,1S2 in 
Haryana. For middle income states, the 
same vary horn Rs 1,342 in Tamil Nadu 
to Rs S71 in West Bengal. The corres¬ 
ponding variation in the case of low in¬ 
come states is from Rs 629 in Rajasthan 
to Rs 242 in Bihar Tte per capita tax 
revenue in Goa is almost nine times that 
in Bihar. Also, it is important to highlight 
the fact that Punjab with double the per 
capita income of Kerala collects per capita 
less tax revenue than Kerala. 

The pnncipal source of states’ own tax 
revenues is sales tax which accounts for 
about 60 per cent of the total. The other 
m^or components of states' own tax 
revenues according to their revenue share 
are state excise, registration and stamp 
duty, motor vehicle and passenger tax, 
electricity duty, land revenues, profession 
tax, entcrtainmem taxes and other sundry 
taxes In the wake of economic reforms, 
several states competitively announced 
various tax concessions, especially sales 
tax concessions, to attract private invest¬ 
ments These tax wars resulted in consid- 
ciable reduction in the buoyancy of growth 
of tax revenues ot the states without 
commerrsuratc gains in terms of private 
investment A few states, particularly 
Andhra Pradesh and I laryaiia, intioduced 
total prohibition tor a lew years Consid¬ 
ering the incllectivcncss ol enforcing 
prohibition and the as.sociated losses ot 
exerse revenues, these states have cither 
n'pealed prohibition or introduced partial 
prohibition. Of late, a number of .states 
have been giving various tax conces.sions 
to please powerful lobbies in the society 
These populist mca.sures competitively 
practis^ by successive governments have 
created sc nous dents on the revenues of 
some of the states Punjab needs special 
mention in this context where due to large 
number of tax concessions the tax-NSDP 
ratio has, indeed, come down over the last 
couple of years. 

The expcnences of vanous states clearly 
indicate that there is high po.sitive corre¬ 
lation between tax cflorts and tax rev¬ 
enues. A closer examination of the indi¬ 
vidual components of ta.\ structure in 
different states bnngs out the fact that 
those states which have reached high lax- 
SOP ratios hke Kerala, Tamil Nadu and 
Karnataka have tried to exploit the full 
potential of lax revenues by widening the 
coverage, rationalising the rates and 
streamlining the procedures to minimise 
tax evasion. The additional tax revenue 
potential of states like lUtar IVadesh, West 
Bengal and Punjab, where the tax-NSDP 
latios arc exceptionally low, are substan¬ 


tive. The sales tax revenue collected in 
West Bengal is less than SO per emit of 
that collected in Tamil Nadu, though the 
two state ecomimies are of comparable 
size. It IS noted that an appreciably higher 
rate of sales tax on motor spirits alone 
fetches an additional Rs I,0(X) crore in 
Tamil Nadu as compared to West Bengal. 
Similarly .Tamil Nadu collects almost three 
times theexciscrc venues collectedin West 
Bengal though the former is under a re¬ 
gime of partial prohibition while the latter 
has no prcdiibition at all. While sales tax 
accounts for about 60 per emit or more of 
the tax revenues of most of the states, its 
share is as low a.s 40 per cent in Punjab. 
This, despite the (act that Punjab ha.s one 
of the highest per capita consumption 
expenditure Similarly. Uttar Pradesh 
collects less amount as motor vehicle tax 
than Haryana oi Unssa. though it is well 
known that the potential tax revenue in 
Uttar Prade.sh on this account could be 
much more than that of Haryana or Onssa. 

Sharing oi (.eiitial taxes with the states 
IS a constitutionally ordained function and 
the principles loi vertical division of the 
tax revenues between the centre and the 
.states and hon/ontal sharing of the states’ 
share by the various states are determined 
by the Finance C'ommtssions. The cur¬ 
rency of the Tenth Finance Commusion 
award will continue till the end of 
1999-2000 Prc.sently. 77.5 per cent .ol 
personal income tax revenues and47.5 per 
cent of the union excise revenues are 
distributed among the states. The lormula 
used for hon/ontal allocation is fairly 
egalitarian which gives 60 percent weight 
to per capita income and 20 percent weight 
to population 

For the IS m<i)or states as a whole, share 
of central taxes worked out to ju.<it about 
one-third ol the total tax revenues. The 
slatewisc amounts are presented in col¬ 
umn 3 ol Table 4 For high income statc.s, 
the share ot central taxes in totai tax 
revenues vanes irom 16 per cent each for 
Gujarat, Maharashtra and Punjab to 23 per 
cent foi Goa. In the citse of middle income 
stales the .shares vary from 21 percent for 
Tamil Nadu lo 38 per cent for Andhra 
Pradesh For low income states the cor¬ 
responding shares vary from 39 per cent 
for Madhya Pradesh to as much as 64 per 
cent for Bihar T'he egalitarian nature of 
central lax devolution to the states is .thus, 
quite evident. 

A major concern of the states ol late, 
however, is the deceleration in the growth 
of central lax revenues and hence the 
quantum of devolutions. The annual 
growth in the totai revenues devolved to 
the slates was between 12 to 20 per cent 


per year till 1996-97. In 1997-98, but for 
Voluntary Disclasure of Income Scheme 
f VDIS). there might have been an absolute 
decline in the devolved reveniws. The 
amount to devolve as per the budget 
esbmates for 1998-99 is ju.st at 1997-98 
level. Further, due to rucossiunaiy coiuU- 
Uons and low rate ot tndusliial gmwdi the 
union excise revenue may tail signifi¬ 
cantly short of the projected level and this 
IS likely u> reduce the overall devolution 
to the sutes below the budgci estimates. 
If the current trend ol decelerating gmwih 
in central tax revenues continues, even the 
propn.sed implementation of alternative 
devolution scheme' recommended by the 
Tenth Finance Commission may not bnng 
any succor to the .state governments 

Column 4 of Table 4 presents the total 
tax revenues ot the states which consist 
of their own tax revenue.*: and the ite- 
vol ved tax revenues from the ceitirc Total 
tax revenues accounted for about 70 per 
cent of the total revenues of 15 major 
stales in 1996-97 

The total non-tax revenues of the states 
coasist of status' own non-tax revenues 
and grants from the centre The principal 
components oi stales' own non-tax rev¬ 
enues arc interest receipts, dividends and 
profits, user charges lor economic ser¬ 
vices. social services and other general 
services. Grants from the centre compnse 
of the grant component oi central assis¬ 
tance for .state plans and centrally .spon¬ 
sored schemes. grants under Finance Com¬ 
mission dispensation for meeting the 
special needs ol the .states, natural calam¬ 
ity and relief grants and other.sundry grants 
Tlie totai non-tax revenues of the 15 major 
states worked out to a little over 30 per 
cent of their total revenues in 1996-97 
The.sc were more or less equally shared 
by own non-tax revenues of the .states and 
grants from the centre 

Column 5 of Table 4 gives the statcwl,se 
own niMi-tax revenues ol the slates TTicy 
vary from Ks 347 crore in Goa to Rs 3,755 
crore in Maharashtra. There is wide varia¬ 
tion in the amount ui own non-tax rev¬ 
enues among states within each of the 
mrec groups. A significunl shaa' oi non¬ 
tax revenues in some states like Goa. 
Gujarat, Andhra Pradesh, Bihar and 
Madhya Pradesh, is on account of mineral 
royalties which are accounted as part ol 
the user charges for economic scrvice.s In 
slates like Kerala, Karnataka and Madhya 
Prade.sh revenues from forestiy and wild¬ 
life IS important States where public sector 
units are run efficiently and cominercialiy 
profitably, they arc in a posiuon to con- 
inbule significant amounts tu the state 
public exchequer in tlie fomi of interests 
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tnd dividends. Gujarat, Maharashtra, 
Karnataka and Tamil Nadu are in this 
category. Haryana’s exceptionally large 
non-tax revenue is on account of a large 
amount of gross receipts from the state 
lotteries which accounts for almost half 
of the amount. By and large, those states 
which recover a reasonable fraction of the 
cost of economic and social .services which 
do not belong to the category of ment 
goods, collect a fair .share of their own 
non-tax revenues from this source. Those 
states which have exceptionally low own 
non-tax revenue.s, which include Kerala, 
West Bengal and Orissa, do not have any 
of the above mentioned sources as a major 
revenue earner 

Statewi.se granl.s from the centre are 
presented in column 6 of Table 4 On the 
whole Ihc central grants have an egalitanan 
bias This arises from the fact that the 
grants under plan ba.scd on Gadgil formula, 
the Finance Commission tormula and the 
entena for allocation of the pnncipal 
poverty alleviation programmes under 
centrally .sponsored scheme.s, all have an 
egalitanan bias it may, however, be 
mentioned that statutory grants based on 
Tenth Finance Commi.ssion recommenda¬ 
tions constitute a sizeable share of central 
grants in the ca.se of Andhra Pradesh and 
Uttar Pradesh 

IV 

Total Expenditure Major States 

Apart from meeting the unavoidable 
expenditure on account of maintenance of 
the vanous organ.s of the state and general 
administration, the state governments incur 
considerable expenditure in providing 
various social and economic services Part 
of these are in the form of revenue expen¬ 
diture and the remaining in the form of 
capital expenditure Indeed these expen¬ 
ditures are important instruments of eco¬ 
nomic and social transformation of Uk 
society and as such they constitute what 
is known as development expenditure. In 
the previous section, we have examined 
the details of revenue receipts of the states. 
Besides revenue receipts the states receive 
non-debt capital receipts on account of 
recovery of loans and other miscellaneous 
capital receipts. Almost invanably all the 
sutes incui expenditure which outstrip the 
total receipts. The<gap is filled by borrow¬ 
ings. ITie repayment liabilities on account 
of borrowings, especially the interest 
liability, is a fast growing item of expen¬ 
diture for ail the states 
A summaiy picture of statewise expen¬ 
diture is presented in Table 5. The total 
expenditure and its components, viz, rev¬ 
enue and capital expenibture can be seen 


in columns 2 to 4. In column S, the share 
of development expenditure as a percent¬ 
age of toul expenditure is given. Col¬ 
umn 6 presents interest payment as a per¬ 
centage of revenue expenditure. 

Revenue and capital expenditure in¬ 
curred by the IS major states in 1996-97 
are presented in columns 2 and 3 respec¬ 
tively of Table 3. It is clear that revenue 
expenditure, by far, accounts for the lion’s 
share of expenditure of the states. For all 
states taken together, revenue expenditure 
accounts for 89 per cent of the total 
expenditure. The share of revenue expen¬ 
diture varied from 82 percent in Raja.sthan 
to over 100 per cent in Andhra Pradesh.*^ 
The share of revenue expenditure does not 
appear to be related to the level of income 
of the state as no pattern can be discerned 
from the structure of expenditure of the 
three groups of states. 

It IS important to mention in this context 
that there has been a steady increase in 
the share of revenue in total expenditure 
of .states over the years. The revenue 
expenditure as a percentage of total ex¬ 
penditure of all states was 6S per cent in 
1980-81 which increased to 78 per cent 
in 1990-91 and further to 89 per cent in 
1996-97. Dunng this period the revenue 
expenditure of all states as a percentage 
of GDP increased from 10.89 per cent in 
1980-81 to 13 40 per cent in 1990-91 and 
further to about 14 per cent in 1996-97. 
On the other hand the capital expenditure 
of the states as a shmc of GDP has been 


steadily coming down from 5.8 per cent 
in 1980-81 to 3.6 per cent in 1990-91 and 
further to 1.51 per cent in 19^97. 

The expenditure of the states can be 
broadly ciassihed into development and 
non-development expenditure. Items of 
expenditure on various social and eco¬ 
nomic services, Ixnh on revenueand capital 
account can be classified as development 
expenditure. For all states taken together, 
development expenditure accounted for 
about 70 per cent of the total expenditure 
in 1996-97. Almost 80 per cent of the 
capital expenditure and a little less than 
two-thirds of the revenue expenditure can 
be classified as development expenditure. 
While social services accounted for the 
major share of revenue development ex¬ 
penditure, economic services accounted 
for the major share of capital development 
expenditure. 

Non-development expenditure accounts 
for about 30 per cent of the total expen¬ 
diture of the state. This is comprised of 
over one-thud of revenue expenditure and 
a little over 20 per cent of the capital 
expenditure. The pnncipal non-develop¬ 
ment expenditure components of revenue 
expenditure are interest payments, admim- 
strative services and pensioas. On the 
capital expenditure side the major items 
of non-development expenditure are repay¬ 
ment of loans to the centre and discharge 
of other debts. 

Percentage share of development ex¬ 
penditure in total expenditure for the IS 


Table 5 Totai ExwNninmi. of toe Statos in 1996-97 


Slates 

(I) 

Revenue 

Expenditure 

(2) 

Capital 

Expenditure 

(t) 

Total 

Expenditure 

(4) 

Percentage 
Share ol 
Development 
Expenditure 
in Total 
Expenditure 
(5) 

Interest Pay¬ 
ment as a 
Percentage 
of Revenue 
Expcndilnic 

(6i 

High income states 

Goa 

7*9 

125 

914 

63 3 

12 8 

Gujarat 

I02S9 

1767 

12026 

73 2 

157 

Hat y ana 

6767 

381 

7148 

54 4 

to 6 

Maharashtra 

20846 

3363 

24209 

72 8 

117 

Puniab 

6926 

107 

7033 

58 1 

2? 6 

Middle income elates 

Andhra Pradesh 

14392 

-387 

14005 

79 5 

12.8 

Karnataka 

10201 

1365 

I1S66 

726 

11.8 

Kerala 

6788 

900 

7688 

647 

>6.2 

Tamil Nadu 

13065 

1341 

14406 

73.3 

11.3 

West Bengal 

10362 

1262 

11624 

72 9 

18.7 

Low income .states 

Bihar 

8254 

675 

8929 

61 2 

17.2 

Madhya Pradesh 

11462 

479 

11941 

76 2 

12.0 

Omsa 

S1I7 

965 

6082 

67 4 

21.1 

Rajasthan 

8226 

1840 

10066 

71 8 

18 9 

Uttar Pradesh 

19208 

2777 

2I98S 

61.3 

21.1 

Ali-India/AII stales 

168950 

21331 

190281 

69.S 

IS.l 


Sourtf Based on central and stale budgets as reported in the Suf^UmenttoMI Bulletin, February, 
1999. 
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11)4^ states ar^ presented in column 5 
Tate S. They vary from as low as 54 per 
cent in Haryana to as high as about 80 per 
cent in Andhra Pradesh. The fact that 
expenditure incurred on account of state 
lorries in Haryana is a substantial non- 
development revenue expenditure in that 
state explains the very tow share of de- 
vetopmeni expenditure there. Similarly, 
the tow development expenditure share of 
S8 per cent in Punj^ is partly because of 
the very large interest burden on account 
of expenditure incurred on fighting terror¬ 
ism in the state. The share of development 
expenditure was higlMr among the middle 
income states on the average, where tour 
out of the five states had their share of 
development expenditure higher than the 
all states average. Only two states each in 
the case oi high income and low ini omc 
sute.s had their share of development ex¬ 
penditure higher than the all .states average 

As noted earlier, one of the major con¬ 
cerns about the state finances in recent 
years has been the increasing burden of 
interest payments As a result of widening 
revenue gap. while capital investment has 
been coming down, borrowings of the 
states has been going up. Further, in the 
wake of financial .sector deregulation, stale 
governments have to pay market related 
interest rates which are significantly higher 
than the earlier fixed rates in a regulated 
money market The combined effect of 
these - increased borrowings and higher 
intcre.st rates - has been soaring interest 
burden on the states. Intcie.st on state debt 
as a percentage of GDP which was as tow 
ass0.90 in 1980-81 increased at 1.72 in 
1990-91 and luither to 2.12 in I99S-96. 

Tntere.st payment as a percentage of 
revcnuecxpcndiUirc forthe 15 major states 
along with the ail state average is pre¬ 


sented in column 6of ThbleS. Two states 
in the high income group, two states in 
the middle income group and four states 
among the tow income group have interest 
burden higher than the all states average 
of 15.1 per cent. Punjab had the highest 
interest burden at 23.6 per cent of the 
revenue expenditure in 1996-97. How¬ 
ever, it may be mentioned that after the 
loan write off for Punjab announced by 
tire centre in 1998, the interest burden of 
Punjab has come down significantly. 

V 

Special Probleitu of Finances of 
Special Category States 

Ten out of 2.5 states in the Indian union 
are categorised as Special Category stales 
and given favoured treatment in respect 
of plan financing and financial devolu¬ 
tions. They are the seven states in the 
north-east - vi/,. Arunachal Pradesh. 
Assam, Manipur. Meghalaya, Mizoram, 
Nagaland andTnpura-Himachal Pradesh, 
Jammu and Ka.\hmii and Sikkim. A num¬ 
ber of them were created for consider¬ 
ations other than financial viability. Some 
of them formed parts of former Assam as 
just one or two districts. Ail of them have 
the common charactenstics of hilly and 
difficult terrain and very tow level of 
infrastructural development. Mosioi them 
have sigmficant tnhai popuittion. Almost 
all of them arc border states with con¬ 
siderable international borders. 

The 10 Special Category states together 
accounts for just ovn- 5 per cent of tire 
population of the country. However, ac¬ 
cording to the Gadgil formula for devo¬ 
lution of central assistance for states plan 
as approved by the National Development 
Council, 30 pei cent of the total funds is 
earmarked fui Special Category states 


Further, as against the composition of 
central assistance of 30 per cent grant and 
70 per cent loan for major states 
(characterised as non-special category 
states), special category states receive 90 
per cent plan assistance as grant and just 
10 per cent as loan Similar favoured 
treatment is received by the special cate¬ 
gory slates in the hands of the Finance 
Commission in respect ot devolution of 
central tax revenues. High levels of devn- 
luuon by the Manning Commission and 
the Finmice Commission compensate for 
the very fragile own revenue basis of these 
states. 

Table 6 presents the important financi^ 
indicators of special category states. As 
a reference point the all states average of 
each of the indicator is also included in 
the table. Column 2 presents the per capita 
net domestic products of the states at 
current prices for 1995-96. the year foi 
which latest data are available. It is clear 
that special category states are, by and 
large, poor stales with relatively tow per 
capita incomes. Only Aninachal Pradesh 
and Nagaland have average NSDP higher 
than all states average, that too only 
marginally higher. Tnpura is the second 
poorest state in the country, after Bihar, 
in terms of pbr capita income 

The various revenue receipts of the 
Special Category states are presented in 
columns 3 to 7 oi Table 6. Column 3 
presents the per capita own ux revenues. 
They vary from as low as Rs 77 inMizoram 
to Rs 620 in Himachal Pradesh All of 
them are below the all-states average of 
Rs 686, though Himachal Pradesh comes 
quite close. Some of these states do not 
even impose sales tax which is the pnn- 
cipai source of own tax revenues in other 
stales Their logic is that due to transport 


Table 6* Hnanit^ r» Spscial Cateoorv .Siates 


Stale 

Per Capita 

Revenue Receipts Per Capiurin 1995-96 (in Rs) 

Developmental 

Capitol 

Per Capua 


Nel Domestic 

Own Tax Own Non-Tax 

Tax 

Central 

Total 

Expenditure 

Expendituic 

Outlav 


Producl ai 

Revenues 

Revenues Devolution 

Grants 


as a Percent- 

as a Percent- 

Realised 


Curreni 






age of 

age ot Total 

in the 


Pnees for 






Revenue 

Expendiiute Eighth Plan 


1995-96 






Expendituic 

m 1995-% 

at 1991-92 


(in Rs) 






in 199.5-96 


Pnccs 

(I) 

(2) 

(3) 

(4) 

(.S) 

(6) 

(7) 

(8) 

(91 

(10) 

Aninachal Pradesh 

i020S 

82 

866 

1331 

5774 

8053 

72 1 

362 

14936 

Assam 

6288 

291 

139 

378 

590 

1.398 

65 6 

114 

8.36 

Himachal Pradesh 

8747 

620 

213 

726 

1624 

3183 

67 1 

17 2 

4408 

Jammu and Kashmir 

6181 

.347 

192 

78.3 

2644 

3966 

62 2 

2.3 3 

2959 

Maaipur 

6914 

140 

229 

835 

2278 

348.3 

66 1 

22 4 

4476 

Meghalaya 

7862 

345 

349 

832 

2038 

3564 

67 9 

21 6 

396l> 

Mizoram 

9570 

77 

614 

1656 

6052 

8.399 

70 8 

19 5 

9518 

Nagaland 

9758 

158 

260 

1511 

4020 

5949 

600 

17 1 

4692 

Sikkim 

• 9472 

471 

789 

1174 

5502 

7936 

74 5 

26 1 

10932 

Inpura 

5083 

161 

129 

766 

2088 

3144 

67 9 

19 1 

.318.3 

All states 

9725 

686 

254 

323 

232 

1494 

61 5 

152 

I6i9 

Sonrre* Denved from data availdiie m the Plannmg Commission, govemment of India 
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and communicauon boalenecks the prices 
are generally 25 to SO percent higher there 
as compared to the rest of the country and 
they do ntM want to overburden the con¬ 
sumers by further raising the paces by 
imposing sales tax 

Own non-tax revenues given in col¬ 
umn 4 indicate that they vary from as low 
as Rs 129 per capita in Tnpura to as much 
as Rs 866 in Arunachal Pradesh The 
high level of non-tax revenues in stales 
like Arunachal Piadesh, Mi/.orain and 
Meghalaya arc on as count ot sireable 
revenues from lorestiy However, the 
recent Supreme C'ouit mediated regula¬ 
tion of felling trees has created sizeable 
dent into this source ot non-tax revenues 
The high level of per capita non-tax revenue 
ol Sikkim IS partly explained in terms of 
the sizeable net revenue irom lottery 
accruing to that state With restrictions on 
lottery sales, this amount is likely to come 
down On the whole own non-tax rev¬ 
enues of special category states are com 
parable to those of the majoi states 

Finance Commission-mediated tax rev¬ 
enue devolution IS given, .statewisc, in 
column 5 Ihey vary from Rs 378 per 
capita tor Assam to Rs 1,656 per capita 
lor Mi/orain Obviously the per capita tax 
revenue devolution tot all the special 
category states exceeds the all states 
average ofKs 323 pert apita Indeed, thiec 
ol them, VIZ, Arunachal ]^adc.sh. Mizoram 
and Nagaland, receive more than lourtimes 
the per capita average for all .states and 
Stkium receives more than three limes 

Per capita gi ants from the centre is given 
in column 6. It is dear that the.se are far 
incxcessof the all states average of Rs 232 
pel capita The principal reason for the 
very high level ot cential grants to special 
category states is that 90 per cent of the 
central a.ssistance fur their slate plans is 
in the form of grants and they together 
receive .30 per cent of the central as.sis- 
tance though their share of the total popu¬ 
lation is lust about 5 per cent of the total 
Even the lowest pcrcapiia grant for A.s.sam 
of Ks 590 IS mote than double the all states 
average Grants pci capita of states like 
Mi/oram. Arunaciial Pradc.sh and .Sikkim 
are nmicthan 20t.meslheall statesavciage. 

The total per capita revenue receipts ol 
special category .states arc presented in 
column 7 They vary Irom Rs 1,398 for 
Assam to as much as Rs 8,.399 for Mizoram 
All of them except that of Assam exceed 
significantly the all states average of 
Rs 1.494. It IS interesting to nuic that the 
revenue receipts per capita of a number 
of special category .states like Arunachal 
Pradesh, Mizoram and Sikkim arc close 
to their |icr capita NSDFs. This implies 


that the size of the governments in these 
states in terms of the purcha.sing power 
is comparable to the private .sector especi¬ 
ally in view ot the fact that there are not 
any major corporates in these state.s. 

Developmenut expenditure as a per¬ 
centage of revenue expenditure for special 
category slates is presented in column 8 
The share ot developmental expenditure 
vanes from 74 5 per cent in Sikkim to 60 
per cent in Nagdand. Indeed, the only 
stale with the share of developmental 
expenditure less than the all stales average 
among special category states is Nagaland. 
Considering the lact that large quantum 
ot plan assistance flows from the centre 
to these states, high share of developmen¬ 
tal expenditure is not surprising. Lower 
shares in states like Nagaland and Jammu 
and Kashmir arc on account of large-.scalc 
diversion of plan funds for current non 
developmental expenditure 

Capital expenditure as a shan* of total 
expenditure of special category states is 
given in column 9 for different special 
category states It is noteworthy that the 
share of capital expenditure in ail special 
category states except Assam is higher 
than the all .states average The share ot 
capital expenditure is exceptionally high 
in Aninachal Pradesh and comparatively 
high in Sikkim. Con.sidenng the very low 
level of inlra-structural developments in 
the.se .states, the high share of capital 
expenditure is indicative of the nght pri- 
onties 

Per capita plan outlays realised by the 
.special category stales during the Eighth 
Plan arc prc.sented in column 10 of Tabic 6 
They vary ftom the low figure ofRs 836 
for Asssm to the veiy high figure of 
Rs 14,9.36 in Arunachal Pradesh As.sam 
IS the only state where the plan expendi¬ 
ture was less than the ail .states average 
and that too almost half that level All 
other special category states had achieved 
significantly higher levels of outlay dur¬ 
ing the Eighth Five-Year Plan. It is, 
howcvei, important to note that Assam, 
which accmnis for more than 50 per cent 
of the population of special category slates 
had achieved very low level of plan outlay, 
pulling down the population weighted 
average plan outlay for special category 
states to a low level of Ks 2,631 per capita. 

VI 

Concluding Comments 

Thediscu.s.sinn in the foregoing sections 
clearly brings out the following facts: 
(i) There ate substantial inter-state differ¬ 
ences in the level of per capita income and 
theirgrowth rates in rBcentyeais;(ii) {nivate 
financial flows and investments are clearly 


biased towards developed and better ad¬ 
ministered states; (iii) by ami iaq;e, high 
income and middle income states have 
achieved significantly higher plan outlays 
as compared to low income states during 
the Eighth PImi and in the subsequent 
annual plans; (iv) the share of own funds 
in plan financing has been coming down 
in almost all the states cutting across the 
level of development; (v) the share of 
borrowings in plan financing has been 
steadily going up in almost all the states 
irrespective of titeir level of development; 
(vi) the relative share of different compo¬ 
nents of revenue receipts vary consider¬ 
ably across the states; (vii) broadly speak¬ 
ing, own tax revtaiues and own non-tax 
revenues are more important for relatively 
ncher states, and share in central taxes and 
grants from the centre are more important 
for relatively poorer states; (viii) tterc has 
been a steady increase in the share ol 
revenue expenditure and a decline in the 
share of capital expenditure across the 
states over time; (ix) the share of develop¬ 
mental expenditure in total expenditure 
varv considerably across the states and on 
the average this share is higher among the 
middle income .states as compared to higher 
and lower income states, (x) as a rcsul* 
of widening revenue gap, borrowings have 
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been going up resuhing in increasing 
interest UaUii^ which has crossed 20 per 
cent of the revenue expenditure in the case 
of 8 few states, (xi) while there has been 
an overall deterioration in the finances of 
almost all the major states, the fiscal 
deterioration has been exceptionally dam¬ 
aging in the case of a few low income 
states and Bihar stands apart even among 
them; (xii) the discussions bring out the 
exceptionally hragitenatuieof the finances 
of the Special Category states 

The picture depicted above is based on 
analysis of dau on stiue finances up to 
199^97. The impact of pay revision of 
the state government employees has led 
to further detcnoration of government 
finances in the subsequent years. In almost 
all the states, irrespective of their level of 
development, the fiscal burden on account 
of this has bocome unbearable with effect 
from 1998-99 Partoftheadditionalburden 
of expenditure is being met by increased 
market borrowings, impounding of salary 
arrears in provident funds and diversion 
of plan funds As a result, realisation of 
plan outlay dunng 1998-99 is likely to be 
coiuiiderably below the projected levels 
Furthci, excessive borrowings dunng the 
current year will increase the interest bur¬ 
den considerably nn the subsequent years 

It IS appareiu that the present fcscal 
situation in most states is unsustainable 
Tlicre is an urgent need for re.stonng a 
semblance of balance between revenue 
receipts and revenue expenditure. A prac¬ 
tical step IS to ensure that revenue expen¬ 
diture growth docs not exceed revenue 
receipts growth This can be achieved only 
if utmost restraint is practised in contain¬ 
ing government expenditure Most of the 
.states have considerable scope for raising 
additional lax revenues Tlic scope lor 
raising non-tax revenues by cutting ini- 
pltcil subsidies on a vancty ol economic 
and siKial .services of a non-ment nature 
through appiopriate u.sei charges are sub¬ 
stantial.'* 

Restructuring of the finances of state 
electricity boanls fSOBs) should receive 
tup priority in several states where SEBs 
impose a heavy burden on state finances 
Even when the SEBs are run technically 
efficiently, they incur heavy losses due to 
politically motivated free or near-free 
electricity supply to the farm sector Since 
central electricity regulauiry authority has 
already come into existence and several 
.states are in the process of establishing 
state level authorities, things should move 
faster. 

Now that Eleventh Finance Commin- 
Sion is in the process of evolving the 
principles and jcril»ia for vertical and 


horizontal devolution of resources from 
the centre to the states. It will be appro¬ 
priate if the commission introduces appro¬ 
priate p^formance criteria to be fulfilled 
by the states to make them eligible for 
central devolution It is high time that the 
weightage given to perframance in the 
Gadgil formula tor statewise allocations 
of central a.s.sistance by the Planning 
Commission is also raised subsuntially. 

Notes 

[The views expre!>^ed in this paper on; stnctly 
those of ihe author The author is grateful to 
Amaiesh Bagchi. Jiuiordhan Hojela and Pronab 
Sen for helpful comments.] 

1 With the recciii .shift in hose yeai from 
I9K0-8I to IWt <>4 for the new series of GDP 
and the accoinpanvmg changes m the methodo¬ 
logy o( eslinutiim which lesuhs in higher 
GDP figures, then, will be an across the hoard 
decrease in lax GDP raUos for recent years 

2 Between I Wb V/ and 1998-99 there has been 
almost 41 pci ^em increase in the gross 
emoluments of the central government 
employees Out of this over iwo-ihirds is on 
account ol pay revision alone Acceptance ol 
the Filth Pay Commission recoinmendolinns 
also resulted m significant uicreasc in the 
pension liahilitis's ui the central government 

1 Subsidies on non iiient goods and services 
in Ihe states alone account for about 7 per 
cent of GDP Such subsidies are significantly 
higher in the usher states And often such 
subsidies acirus more and more to relatively 
ncher segments ol Che society whether it is 
forpowci. teniliser. irrigation, higher educa¬ 
tion or spccMiised health services For details 
sec ‘Goscronvnt Subsidies in India’, discus¬ 
sion paper hiought nut by the ministry of 
finance in (he government ot India in May 
1997 

4 While analysing Ihe fiscal crisis ol Maha¬ 
rashtra, one ol the iichesi states in the coun- 
uy. Madhas (lOilhole indicates that Ihe ex 
penditure on adiiiinistrativc services which 
was just ohoiii ID per cent of revenue expen¬ 
diture through moie than a decade and hiilf 
of 1980-81 to l‘)97-98 is expected to shoot 
up to 2.1 pel reni in 1998-99 due mainly to the 
impactuftheFilthPayCoininission Foi details, 
see ‘Maharashtia. Where Has All the Muncy 
Gone'’’ bv M,ultiav Godbole, bt itnimii and 
Puhtuul Weekh. .Sepiemhei 26. 1998 

5 Uttar Piadrsh, the largest state which accounts 

lor ovci one sixth of (he population of the 
countiy finds that the entire revenues ot the 
state will not suificc to meet the salary bill 
of the state employees The very prerunous 
fiscal condition ot the state is viviiily desenhed 
by Knpu .Shankar in 'Budget 1998-99 Stale 
Finances in a .Stwinibles' in R anomic and 
Pobiital November 14. 1998 

6 For all states taken together, the devolved tax 
revenues acxount for just about olir-third of 
Ihe UMol MX revenues. However, the shore of 
such devolution is as much ns Ml per cent fur 
Bihar and around .10 per cent in ihe cose of 
Uttar Pradesh and Onssa. 

7 Anuinheroistatesexpenencedasleepincreasc 
in the interest burden over the last few years 


For several states interest payment as a 
percentage of revenue expenditure has more 
than doubled over the lost five years 

8 TheiemaininglOstates.categQnst^asspecial 
category slates, account fw |ust over 5 per 
cent ol the population ot the countiy 'The 
balanceuflessthan2 per cent ol the populaiion 
IS accounted by the seven Union Temtones 
among which Delhi is the must populous. 

9 Data relating to pet cupiui incume ol nutfor 
states used ftn* analysts air not presented here. 
They ore from Ihe same sourees as the data 
on per capita income lelating to 1996-97 

10 Data relating to credit-deposit ratios fur 1992 
though nut piesentcd in Table I. are available 
m Report on Cunenty and Fuuune, 7997-98, 
Volume I 

11 Data relating to structure ul SDP growth used 
here are from the Report an Cunenty and 
Finanie, 7997-98, Volume I 

12 The rationale foi 307(1 gram-loon ratio is 
historical When the Gadgil formula was 
onginally evolved in late sixties, about 70 pci 
cent of the slate plan expenditure, on the 
average, was on capital account and 
the balance .30 per cent un revenue account' 
It was only logical that the revenue compu 

, nent was to br provided as grant while the 
capital uoinpunent was passed im os loan 
Over the years, though the revenue shore of 
plan expenditure has gone up sigmficontly 
(and now it is over SO pci cent) Ihe old grant- 
loan ratio of central plan assistoncs- to states 
remains unchanged 

1.3 As against Ok existing formula under which 
77 1 per cent of personal income tax revenue 
and 47 5 pei cent ul union excise revenue are 
devolved to the slates, under the alternative 
devolution .scheme recommended by the Tenth 
Finonse ('omiiiission, the states will receive 
29 per cent of all the cential bu revenues 
pooled togcllici Pooling, thus, implies a 
reduced share of the highly buoyant personal 
iiicoiiie lax which will br compensided Kv a 
share in the less buoyant customs duty and 
corporate tax 

14 The negative figure ol capital expenditure is 
a dt-nved number troin the budget figures and 
may be an accounting abciratiun 

11 The lox-SDP ratios vary widely among sMies 
- Irom about S per cent to 14 per cent Indeed, 
in some of the prospcious states like Gujarat, 
Maharashtra and Ifoiiiah ihe i<tx .SltP ratios 
have come down dunng the Eighth Plan period 
This was iraunly on account of vanous tax 
conces.sion.s annouiued in these states either 
to attract pnvate investnunis oi to appease 
influential segments ol the sireiet) .States 
which expenence very low tax SDP ratios 
such as Uttar Pradesh and Bihar have the 
potential to suhsioniialty increase the tax 
revenue by tightening the tax administration 
machinery 

16 The gross subsidy to ognculture un account 
of subsidised power and imgaiion alone wot ks 
out to over 2 per cent of GDP There is 
considerable scope tor reducing these sob 
sidles substantially without hutting the 
genuine interests of the iarni secioi M>)st of 
the high cost social scctoi services including 
higher education and spcriatisrd health 
.seiva-es are provided ainxist free There is 
con: iderabic scope for raising user charges 
substantially to those who can afford to pay 
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Shiv^i Maharaj: Grovith of a Symbol 

Malavika Vartak 

In the late 19th and early 20th centuries, the image of Shivaji assumed a central position in movements 
of self-assertion and identity formation. Phule's interpretations of Shivaji was that of a non-brahman king; 
Tilak 's of a champion of Hinduism. Shivaji always represented resistance - sometimes to foreign rule, at 
others to Muslim rulers Shivaji's many images were reactions and responses to the establishment of 
colonialism in western India. 


SHIVAJI Maharji. the founder of the 
Maratha kingdom in the I7lh century, 
occupies a piominent position in the 
Maharashtrian ethos Whether in tradi¬ 
tional folk culturc, popular imagination, 
or in the recent politics of the Samyukta 
Maharashtra Samili and the Shiv Sena, 
Shivaji’s lilctimc. with tales of his mili¬ 
tary prowess and valour, continues to he 
a strong emotive force for the people of 
MaharashUa Tlie position ol pre-eminence 
occupied by Shi vaji remains unchallenged 
or unrivaled by any other figure in 
Maharashb lan history Asa tried and te.sled 
symbol of history, culturc and identity 
formation, the image of Shivaji provokes 
cunosity n*garding its history and evolu¬ 
tion thus making a study ot the changes 
in the image over time and ol the forces 
that might have facililuted this evoluiion, 
an essential component of the history ol 
modem western India 
In this paper I propose to look at the 
evolution ot the image ot Shivap, starting 
from the second half of the 19th century 
to the first decade of the 20th century The 
period IS signilicant as it marked the 
establishment of colonialism in we.stcni 
India, which in turn intnxluced a numbi.*i 
of new forces of change in the polity, 
.society and economy of the nrgion This 
paper attempts an examination of the ways 
in which these forces contributed to and 
informed the moulding of the image of 
Shivap to suit particular .social, cultural 
and political trends 
Adapting to. as well as resisting colonial 
rule involved both the convergence and 
mtiving away of ideas and communitic.s. 
Integral to this development was at one 
level, a growing need fell for an ‘all-India 
identity' as also identity formation along 
hnguisiic, regional and caste lines in an 
effort to assert separateness These move- 
mentsof identity foimution, although often 
divergent in their aims were not com¬ 
pletely differentiated in their means, and 
often used similar rlietonc and symbols 
for mas.s mobilisation 
The symbiotic relationship among 
identity, nation building, myth, symbol 
and history a-ssumes great relevance in this 


sccnano As Anthony Smith points out. 
the past that is being handed down is a 
multilayered past, susceptible to different 
interpretations. It also contains ditfenng 
strands ol tradition and very raicly is it 
possible to speak of a single monolithic 
past. Thus what we see is that nationalism 
or movements of identity formation enjoy 
a certain amount of fr^om to choose 
from the various strands those which they 
seek U) make popular as the 'true past' 
[Smith im 177). 

The process ol disallation of the past 
however operates within a definite tradi¬ 
tion, It IS not entirely new but inherits the 
mythologies and symbols of previous 
generations. The past therefore takes on 
the form of the didactic and the dramatic, 
using poetic spaces, specific forms of folk 
culturc as well as modem modes ol ex¬ 
pression [Smith 1986:206] 

In revivals and reconstructions, whether 
in the case of broad nationalism oi 
subnaUonalisms. the past often includes 
a romantic ‘golden age’ where the com¬ 
munity IS perceived to have thnved in all 
aspects of human activity. Central to this 
theme is the idea ot linear development, 
which culminates in a downward trend 
leading down from the ‘golden age' to the 
present As for the histoncist intellectuals, 
objectivity is not one of their main con¬ 
cerns The aim is to retail the past in a way 
that would not only insinre the community 
to act in a cho.scn direction but also to 
explain their present condition and pre¬ 
scribe remedies (Smith 1986 191]. 

Therefore, while studying identity for¬ 
mation or the growth of a people's politi¬ 
cal consciuusnc.s.s. it becoine.s essential to 
explore the various images of Shivaji 
popularised by the different ideological 
viewpoints as the ‘chosen pa.sts' It would 
also be necessary to take into consider¬ 
ation the variety of media used, from the 
traditional oral medium to the use of 
modem mcthculs of printing and pubiesh- 
ing to the populi,st methods of mass 
meetings, .speeches and festivals. Integral 
to this would be the study ot the socio¬ 
economic and power structures that facili¬ 
tated the growth and shape of the image 


and how these could relate to and reflect 
the mcxid and the needs of the people at 
large. 

I 

Background 

In order to understand the dynamics 
involved in the building of Shivaji as a 
symbol, it would be helpful to look into 
the context and background against which 
the divergent interpretations developed 
An acknowledgment of the contribution 
of the printing press' is essential in 
popularising and di.sseminaling idciki that 
were generated by the 19th century intel¬ 
lectuals The press, particularly signifi¬ 
cant 111 this era, gave impetus to and can 
account foi the spurt in literary activity 
witnessed in the 19th century including 
the writing ot history Even though Shivaji 
as a symbol was continuously put to use 
whether in the traditional oial medium of 
ballads or 'pavada' and the ‘lavaiii’,^ or 
that of literature and journalism, or the 
more populist forms ol public meetings, 
festivals, etc,'publishing gave the.se ideas 
and views a certain amount of legitimacy, 
solidity, and a widercirculauon and reader¬ 
ship. Control over the press thus serves 
as an important determinant in building 
an image of Shivaji and indirectly signi¬ 
fied decision-making power over the 
version that would gain ascendancy in 
terms of popularity and authority 

Due credit should also be given to the 
presence of modem western education, 
another distinguishi ng element of the 19th 
century, in shaping the structure of society 
and the ideas generated. Knowledge of the 
English language was important as it was 
the key to many of the coveted govern¬ 
ment jobs, which no longer remained the 
monopoly of the higher castes thus facili- 
Uting a certain amount of social mobility. 
With modem western and specifically 
English education wc see the emergence 
of a politically, culturally and socially 
atttculate western educat^ middle class 
which was to effectively use the language 
of power and politics for the circulauon 
of Its ideas. Christian missionaries also 
played an important role in spreading 
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modem and English educatioa For ex¬ 
ample, Jotirao Pfniie, pioneer of the non- 
bn^man movement in Maharashtra and 
one of the chief architects of the image 
of Sluvaji, was educated in a school run 
by the Free Church of Scotland. 

A backdrop, and significimt to this study, 
is what Koineth Jones (1989) calls the 
‘colonial milieu’ or tte specific area of 
Bntish and south Asian cultural inter¬ 
action. that evolved in the 19th century 
and contributed signiHcantly to the growth 
of social reform movements. Some of the 
chief organs of reform in Maharashtra at 
this time were the Prmthana Samaj and the 
Satyashodhak Samaj^ and it is significant 
that the influence of the ideals adopted by 
these societies is evident in the versions 
of Maratha history and Shivaji popuiari.sed 
by Ranade and Phulc who were founders 
or members of these organisations 

It is true that Shivaji occupied a position 
of pre-eminence in Marathi folk culture, 
ami as O'Hanlon (1983:6) points out, the 
strong and already existing emotional iden¬ 
tification with the glones of the Maratha 
pasi enabled politicians and ideologues 
across the political .spectrum, from Phulc 
to Ranade to Tilak to Savarkar, to employ 
the figure of Shivaji to win over different 
social groups Still, the condiUons that 
made Shivaji the obvious choice as a 
popular fiolitical symbol m the context of 
ri.stng nationalism and identity formation 
need to be explored Tins can be explained 
by the belief that integral to Shivaji’s role 
us the founder of the M aratha kingdom lay 
the idea of resistance to the eslablrshed 
Mughal authorily Ihis ability to represent 
lesistance made the image naturally rel¬ 
evant in the context of colonialism. 
Moreover, re.sistance to colonial rule in 
the 19th century was not as outspoken as 
in the 20th century Bntish rule wa<t .still 
by and large seen as beneficial and there¬ 
fore unlike the Peshwas, who had directly 
lesisted the East India Company forces, 
Shivaji and his resistance to Mughal 
authority proved to be convenient themes 
lor surrogate resistanc*e. The other factor 
that could have contnbuted tuward.s this 
choice was that the empire under the 
IVshwas had collapsed recently and its 
dcticiencics and drawbacks were still fresh 
III the collective memory and experience 
'<1 the people. Shivaji’s rule on the other 
bund lay much farther back in time and 
niemory and therefore was easier to 
eulogise and use as the ‘golden age' for 
Western India and Shivaji as its symbol. 
Hn instance, the image of Shivaji was 
iiMsd in movements of resistance as in the 
iJctcan nots of 1875 where Vasudeo 
lialwant Phadke, declared himself to be 


Shiviyi B and led a widesipread revolt 
agiunst moneylenders [Sanuith 1975:14]. 
This makes it evident that die resistant and 
the radical association widi the image of 
Shivaji could be used in a variety of shifting 
contexts whether it was bndiman domi¬ 
nance, Muslim rule ot colonialism. 

Socially, the Peshwa rule was marked 
by oithodoxy especially regarding adher¬ 
ence to brahmanical regulations. Peshwas, 
belonging to the chitpavaii brahman 
subcaste were peiccived to have facili¬ 
tated a rise in terms ot power of chitpavan 
brahmans who, by the 19th century grew 
to be a politically, socially and economi¬ 
cally dominant group controlling the 
important channels of power and culture 
and also reinforcing a rigid social stnic- 
ture with limited scK’iai mobility. 

In 1818, the Peshwa forces under Baji 
Rao 11 were dcicatod hy the East India 
Company. The advent of the East India 
Company on the political scene in western 
India and the distance that it enjoyed as 
a foreign power, initiated a proces.s ot the' 
loosening up nt the hitherto extremely 
tight networks ol power and privilege and 
at least officiallv. there were little caste 
restrictions on employment and educa¬ 
tional opportunities provided by the co¬ 
lonial government AsO'Hanion( 1985*5) 
has pointed nut. although the East India 
Company did not usher in a golden age 
for the lower castes of western India, il 
definitely opened up avenues especially 
in the field ol education These forces 
facilitated the use of certain social groups 
that would .soon he important players in 
Maratha history ol the 19th century 

The transiei ol (miwci in 1818 led to the 
'restoration' ol Pratap Sinb Bhosaie a 
dcsccndcnt of Shivap, as the legitimate 
ruler of the Maruthas The 'restoration' 
brought about by Mountstuart Elphinsiune. 
governor o( Bombay (1819-1827), was 
significant us it gave legitimacy to the 
Bhosaie family a.^ the 'true' rulers of the 
Marathas. and consequently rendered the 
Peshwas as usurpers As O'Hanlon 
(1985:37) suggests, the restoration alro had 
a significant impact on identity formation 
and the hrahman-non-brahman debate, 
which was to influence the image-building 
ol Shivaji The hrahman-non-brahman 
debate first t ame to surface over the vama 
ot the direct dc.scendants of Shivaji, the 
Bhosalcs of .Satara The debate involved 
the brahman refusal to acknowledge the 
Marathas as kshatnya.s.'* Although the 
outcome of the deb.tte was decided in favour 
of Pratap Sinh. it brought out into the open 
long-.standmg n values, which contributed 
towards the foimation and ciystalli.sation 
of the non-brahman ideology. 


These tensions were geocrally reflected 
in the cultural sphere, and specifically in 
the interest in and writing of Maratha 
history, which was used extensively to 
cope with the stresses and strains of the 
age. It dircw forth issues rcgai ding the role 
of the wamoi elite os opposed to that of 
the brahmans in shaping the history of the 
region as well as the issue of non-biahnians 
being the onginal inhabitants of tlie land 
and therefore its legitimate heirs as we 
shall see in Pbule's historiography 

On the part of the Ea.st India Company, 
hy the third decade ol the 19th century. 
Pax Britannia was well on its way and now 
the concerns of the company had gone 
beyond conquest into the realm ol control 
and consolidation. To cater to thc.se con¬ 
cerns It was necessary lo gain the co¬ 
operation and support of at least some 
sections of the indigenous .society. Con¬ 
sequently colonialism opened a number 
of opportunities for the people it ruled over 
and thus began a process of patronising 
certain classes to meet its administrative 
needs. 

Although the East India Company de 
libcratcly kept itscll alnol from internal 
social i.ssucs, in oilier ways, as in the 
continuance of the sy.stcm of 'dakshina' 
and active state .support to the Hindu 
college, the regime under Elphiasioncdid 
try and maintain status quo.^ According 
to Ravindcr Kumar, the college had been 
e.stahlishcd by HIphinstonc m an efturt lo 
exhibit and impress upon the majority 
Hindu community his concerns tor its 
religious traditions and values. Alter 1836, 
however, the decision wa.s taken to revamp 
the education system and to direct cfioits 
and resources to contemporary and 
practical knowledge, a signiiicani and 
symbolic .step in this direction was the 
renamingofthe Hinduc'oitege as the Deccan 
College Dak.shina was dtskoniinued and 
the government declared that the funds 
would be used towards increasing oppor¬ 
tunities in the field ui science | Kumar 
1968.26S-68J As Kumar has poin'cd out, 
this led to the antagonisation ot a large 
group of the old intellectual clue, the 
'shastns' The shastris remained deeply 
suspicious of colonial policies, tesilteiii to 
change and loyal to the traditional Hindu 
world view. 

However, concomitant to ihe alienation 
was the n.se of a new cla.ss of brahmans 
who were quick to lake advantage ol the 
new system ol education It was this class 
oi a new rising elite that Ravinder Kumai 
(1968*277) calls the ‘libi*ial brahmans’ 
that grew in importance as it was able to 
bndge the gap ^‘tween the alien govern¬ 
ment and the population. Kumar here, 
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makes an impoitant clarification pointing 
out thatthese ‘liberal brahmans’ likeGopal 
Han Deshmukli. Vishwanath Narayan 
Mandlik and Mahadco Govmd Ranade 
cannot be equated with the 1 iMh century 
European liberals ^Hicy were liberal only 
in companson to the orthrxlox shastns 
(1968-284) This class, being still essen¬ 
tially brahman and having the easiest access 
to education was active in the literary field 
and, as we shall sec. was well represented 
in the held of Maratha histonography 
making imponant contnbutions from their 
ideological standpoints. 

The other social group that was articu¬ 
late in the political, social and cultural life 
in western India was from the Maratha- 
kunhi complex The term Maiatha-kunbi 
complex as u.scd by O'Hanlon represents 
the majonty of the non-brahman cluster 
of castes While Kunbi is the generic term 
forthose working on land, the term Maratha 
is more complicated Although Maratha 
at one level meant the entire Marathi 
speaking population, in indigenous and 
caste lerm.s. those tamilies who claimed 
a Maratha identity leprescnted a nun- 
brahman social elite While the kunhis 
accepted a shudia status, Marathas en¬ 
joyed kshatnya .status and claimed Raiput 
decent However, it is pragmatic to use 
(he general term ot the Maratha-kunhi 
complex as we see that not only were 
name.s duplicated in these two categories 
but also as O'Hankm (198.S 16-21) sug¬ 
gests. there seems to have been considera¬ 
ble amount ol mobility within (he cluster 
where affluent kuiihi l-amihes often lound 
It easy to be a.ssimilaied in the Maratha 
group 

Alter the transfer of power in 1818. wc 
see the active application of utilitarian 
principles by Goldsmid and Wingate in 
the western Indian rural land.sc-ape, mani¬ 
fest in the ‘ryotwan’ settlement ^ As 
Kavinder Kumai (1968-298) shnw.s, this 
settlement was engineered specifically to 
create a class ot nch pea.santry that would 
owe their existence to the new govern¬ 
ment and as a re.sult would he loyal and 
supportive The system, created to facili- 
(atecapital accumulation and consequently 
lemvcstmenl in agriculture and irrigation, 
was also responsible for the growth of 
'chowdis' or caste municipal councils and 
‘dharam.shala.s’ fl968 299) where capital 
was invested 'Die glowing investment in 
casie-spccilic in.stitutions implied a 
strengthening of caste ties which in turn 
could have contnhuted in an impoitant 
way towards idcntii v iormalion The grow¬ 
ing wealth of this class also gave them a 
stronger voic'c in politics with senous 
impact on the erosion of brahman hege¬ 


mony. This is exemplified in the fbrma- 
uoB of the Deccan Ryots Association and 
their demand for separate electorates in 
1918 IKumar 1968:304]. Similarly, the 
Maratha-kunbi complex was also able to 
make its voice heard in the realm of histoiy 
writing 

So far we have three kinds of social 
classes that occupied centre stage in 19th 
century western Indian public life - the 
orthodox shastns who had remained largely 
re.sistant to colonial rule, the ‘liberal’ 
brahmans who with their will to adapt to 
the changes had been able to carve out for 
themselves a niche in society and the 
‘nuuveaux nches* peasantry which was 
growing articulate in pressing for more 
representation in government and tor more 
pnvileges To enhance the complexity of 
the scene. Kumar .shows the emergence of 
a class that would probably he seen to 
bridge the gap between these three groups 
(1968 304) TTiis class is represented by 
Bal Gangadhai Tilak, Vishnu Shastn 
Chiplunkar and Shivraro Mahadco 
Pamnjpc, and was able to strike a delicate 
balance between the competing interpre¬ 
tations espoused by each of the three groups 
(Kumar 1968 310]. This group remain^ 
committed to classical Hindu doctnnes as 
well as advocated thcirbelief in the progre.ss 
of society Tilak did not see any contra¬ 
diction between the institution of ca.ste 
and the process of modernisation In fact, 
he rationalised the existence of the ca.stc 
system by comparing it to the European 
sy.stem of guilds and presenting it as an 
institution essential for the protection of 
the individual from the alienation and 
anomic that came with the modem world 
Tilak did not oppose social change He did 
rccogDi.-iC the need for it, but was of the 
opinion that caste and social reform were 
of .secondary importance. He advocated 
that the quest for political autonomy be 
given precedence over social reform as it 
was at this site that the interests of all 
convciged (Kumar 1968.312-13] These 
views are consequently evident in the 
image ot Shivaji that Tilak promoted. 

It would also be impoitant to take into 
account government officials while look¬ 
ing at the articulate dominant classes in 
western India Although numerically small 
and with iessei popular support, the opin¬ 
ions and views expressed by this class 
commanded considerable respect as the 
standardised or official view. As these 
views enjoyed the privilege of being 
perpetuated through instruction and text¬ 
books, in most cases they served as points 
of reference for other works 

It IS important to note that none of the 
above-mentioned categories was a water¬ 


tight compartment of school at thought, 
but loose divisions merely re|»esentalive 
of broader trends in western Indian poli¬ 
tics and Maratha historiognqihy of the 
19th century. 

n 

Politics ot History Writing 

In 19th century western India, in die 
contexts of nationalism and social reform 
movements, mostintellectualsfolttheneed 
tor identity fomiation among other chal¬ 
lenges posed by colonialism and took 
recourse to history to legibmise their 
ideological standpoint. In Maharashtra, 
it IS a point in time where there is a re¬ 
newed gniwth in interest in Shiva)i in the 
political as well as the cultural spheres. 

With die stage set. we could now look 
into the actual image building of Shivaji 
in the second hall of the 19th century 
However much I would like to go about 
this exerci.se chronologically, unfortu¬ 
nately It will not always be possible and 
I feel categonsing according to vicwpoinus 
and ideological leanings proves to he lar 
more heiptui 

The ,wn-hrahman mtetpretatinn 

One ot the important works relevant to 
this study on Shivaji in the 19th century 
canbcattnhutcdtoMahalmaJotiraoPhulc 
As mentioned earlier, Phuie was the leader 
and the chief ideologue of the non-brahman 
movement in western India Phuie be¬ 
longed to an alflucnt kunbi family, was 
educated at a Scottish missionary schixsl 
and was thus one of the few members ot 
his caste that had the advantage of a modem 
western education. His educational back 
ground could have had a strong influencc 
on his ideas on Hinduism, the brahmanical 
order and the role of the British govern¬ 
ment in this scenario.^ In his poiemit 
agaiast brahman hegemony, as O’Hanlon 
points out, Phuie with his fellow radicals 
was able to chalk out a new collective 
identity for all of Maharashtra's lowei 
classes through an intelligent use oi 
existing symbols, myths and legends in 
the living folk tradition (I98S:8). To 
popularise his inteipreubon of Shivaji 
niulc used the traditional medium of the 
povada. The language was deliberate!} 
kept simple, colloquial and therefore m 
non-Sanskritised Marathi, making it more 
accessible to the lower classes. 

Published in 1869, Phuh: at the outset 
of his povada of Shivaji Bhosale declares 
it to he written for ‘lokahitartha’ or ‘tor I 
the good of the people' and clearly statesj 
that the povada may be useful to tlie| 
“ ‘kiinbis’, ‘tnalis’, ‘mangs’and ‘mahars',, 
the ruined kshatriyas". As O’Hanlon] 
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suggests, Phule was able to conflate the 
shudra identities of the kunbis ami nialis 
with the ati-shudras or untouchables who 
came fh»n the mang and mahar castes. In 
this way he radicidised the implications 
of a shudra status from that of a ritual 
status to one that signified a community 
of the oppressed while at the same time 
rejecting the religious authority of 
brahmanism. The inclusion of the au- 
shudras forms the touchstone of a genu¬ 
inely caste free society where the plight 
of the untouchable is categorised with the 
deception of the cultivator (198S; 131 -32). 
He also makes it clear that the povada had 
a specific social and political message, 
and that he, a man of the mas.scs was 
interpreting Shivaji for them from their 
point of view (O’Hanion 1985: POJ 
Exhibiting a well developed understand¬ 
ing of the region and its culture. Phule was 
able to elfcctively combine the imagery 
of the western Indian landscape with the 
heroic deeds of Shivaji to give the povada 
the necessary emotive force The povada 
starts with the topography of Maharashtra 
descnbing it as lougli and correspond¬ 
ingly suitable for a hardy people, thus 
from the outset invoking pride and estab¬ 
lishing a stning bond between the land and 
the people 

A large part of the povada is devoted 
to Shtvaji's childhmxi. It is well known 
in the local tradition of Maharashtra that 
the two important influences in Shivap's 
hie were those of his mother. Jijabai. and 
his guide and mentor, Dadoji Kondadev, 
incidentally a brahman. I%ule deviates 
I mm the established tiadition with regard 
to Dadoji Kondadev in the povada. Here 
Jijabai is credited with encouraging young 
Shivaji to take up arms and Tight for the 
freedom of his people* Through the Aryan 
invasion theory which Phule articulated 
in great detail in his other work, 
Gulamgin,^ Jijabai m the povada is also 
shown to have explained the bondage of 
the Maratha people under Muslim rule due 
to the lack of kshatnyas. which in turn is 
blamed on Parshuram, a legendary 
brahman who in Hindu mythology, 
took up arms and killed all the kshatriyas 
(Phule 1869*9-10]. In this way, niule 
presented brahman domination as the 
cause for the suppression of the martial 
race of Maharashtra and coasequently the 
subjection of the people to Muslim rule. 

niule also minimised the role of Dadoji 
Kondadev through an inlelligettt use of 
local imagery. In the povada, the sentence 
that acknowledged Dadoji Kondadev as 
Shivaji’s tutor also minimises his contri¬ 
bution by asking if 'there is any need to 
icach a flsh bow to swim’ (1869:13). The 


imi^ery thus used renders the martial 
attributes of Shivaji as natural, and there¬ 
fore the role of a tutor as nominal. 

Shi viyi, as a king, is identified with non- 
brahmon identity fotm^ion, as he is cred¬ 
ited with uplifting the downtrodden and 
significantly giving 'the sacred thread to 
the kunbis’ (Phule 1869:1]. The role of 
the Bhakti saint Ramdas is another marker 
that bangs out the ideological underpin¬ 
nings of the work According to tradition, 
Ramdas. a brahman and Shivaji’s spiritual 
guicte, encouraged Shivaji to be more 
assertive in his endeavours to protect 
Hinduism and thus advocated the use of 
the sword as opposed to the cymbals 
(Kumar 1968 ll| In Phule’s work, 
Shivaji’s acccptaiii.e of Ramdas as a 
spiritual guide was merely in order to win 
the support of a certain section of the 
people As pointed nut by O’Hanlon, 
throughout the povada there is a clear 
attempt to link up Shivaji exclusively to 
the non-hrahman .sect ions of Maharashtrian 
society as Shi vap is often called the ‘Jewel 
of the Kulawadis' In the povada, Shivaji 
IS linked toother kshalnya-shudra legend¬ 
ary heroes and the tnumph of the mavh 
armies of Shivap is linked to the martial 
past of the shudra-kshatriyas under king 
Bah (198.5:17m 

Towards the end ot the povada, Phule 
brought in the divine element where we 
.sec his attitude towards the present con¬ 
ditions. British rule is thus accounted for 
"The creator of the world who watches 
over the whole world and who gives 
wisdom to all felt pity for us poor shudras, 
so he made his most beloved children, the 
English, into rulers and sent them to India 
to free us k.shatriyas from the snares of the 
brahman deviks" (O’Hanlon 1985.174]. 
Phule’s povada oflers an insight into the 
symbiotic relationship between histono- 
graphy and the contemporary situation 
The povada is essentially a statement to 
identify local cultural tradition with the 
non-brahman one and social status is 
defined in non-brahman terms (O'Hanlon 
1983:13]. Signiricantly, at the end of the 
povada, Phutc makes it a point to de.scribe 
Shivaji as the chief and the master of the 
Peshwas thus reiterating Shivaji’s a.sccn- 
dancy and his own political leanings (niule 
1869:441. Phule also urged the masses in 
the last few lines to look upon their past 
and useiitoc'iangc theirpiesent (O’Hanion 
1985:173]. 

Although Phule was a western educated 
man from an affluent background, he 
lemained disadvantaged as the literary 
circles were dominated by brahmans and 
therefore obviously his non-brahman ide¬ 
ology expressed clearly in the povada did 


not get a favourable response. Conse¬ 
quently his work was initially rejected by 
one of the leading literary journals, the 
Vividhdnyan Vistar and also got poor 
reviews from other important journals like 
ttie Dnyanodava (O'Hanlun 1985:175]. 
Thus we see that Phule's work which was 
extremely popuIi.<it in character, appealing 
to the masses, had to face obstructions as 
It went against the numcncally small but 
dominant social group. However, with 
tune, we do sec Phuie’s version gaming 
populanty as it became a foundation stone 
upon which later non-brahman leaders 
built their ideology and gained widespread 
support. 

Phule's awareness of the potent force 
of vShivajt as a symbol is evident in his 
work ,Gulamgin, where he warned against 
the interpretation of Shiva)i that would 
project him as a ‘go brahman pratipalak’ 
or a protector of cows and brahmans, and 
a champion of the Hindus This interpre¬ 
tation according to him, was created by 
br^mans to maintain brahman hegemony 
over the people and to ‘spread ialse re¬ 
ligious patnolism' (O'Hanion I983.8].The 
symbol of Shivaii wa.s u.sed in many of 
Phule's other works, e g. Shetkaryacha 
Asud, where Ramdas, the brahman spin- 
tualguidcof Shivaji ischaigcd with having 
deliberately kept Shivaji and Tukarain, a 
popular Bhakti saint who had gamed wide 
populanty among the lower classes of 
Maharashtra, apart, icanng that this would 
distuib the status quo which went in favour 
ofthebrahman.s|Samarthl97S.ll] Phule 
also blames Dadoji Kondadev lor delib¬ 
erately keeping Shivap illiterate and akso 
instructing him to make large and ex|)en- 
sivc donations to the ‘lazy brahmans’ 
(Kamhle 1982.239). 

Phuie through the use of local . tradi¬ 
tional and populi.st means was able to 
drive a sharp and sustained attack against 
brahman dominance It is therefore a 
convenient merger of myth and symbol to 
suit spccilic contemporary conditions. 
Phuie gave birth to a whole new tradition 
ol history wnting and it could be said that 
h*s was one of the earlier attempts to write 
history from below. Phule's tradition wa.<: 
taken up by others later in the century, e g. 
Krtshnarao Aijunrao Keluskar who is 
credited with having wntten the first full- 
scale biography of Shi vaji during the height 
of the Shivaji movement. He criticised 
Til^ for giving more importance to the 
Peshwas than Shivaji (Omvedt 1976 60] 
Keiuskar's views on Shivati were sup¬ 
ported by important non-brahman leaders 
like Vithal Ramji Shindc and Kc.shavrau 
Sitaram Thakre, both members of the 
Prarthana Samaj. 
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The orthodox Hindu image 

The works mentioned above were by 
those who had a non-brahman point of 
view. They were presenting an altcmabve 
history to support their exercise of identity 
formation. Historiography at this time was 
largely dominated by orthodox brahmans. 

The kind of interpretation that Phule had 
warned against is exemplified in the works 
ofhis contemporary. Eknath Annaji Joshi 
Joshi published hts work in 1877 titled 
‘The Advice Given by Dadoji Kondadev 
to Shivaji Maharaj’. Besides the u.sc of 
cla.ssicai Marathi which was ased only by 
the brahman literati, the title gives a strong 
indication ol the ideological leanings ol the 
work as it focuses on Dadoji Kondadev's 
contribution, an appniach which as we 
have'secn is diametrically opposite to that 
adopted by Phule Joshi lays emphasis on 
the role of Dadoji Kondadev in moulding 
Shi van’s character and in.spinng him to 
establish a Htndavi Swarajya by resrsting 
Mughal rule loshi’s work differs with 
Phule’s in terms of the imagery used tor 
iastance. central to Joshi's work is the idea 
of Ramrajya to signify an age of peace and 
pro.spenty while Phule, to make the same 
point uses the concept of Balirajya 
fO’Hanlonl983'2.^1 The use of Bali, a 
non-Aryan by Phule as opposed to the use 
of Ram an Aryan, by Joshi to repicsent 
the ‘ideal' is an important statement, as 
It effectively demonsttates the difference 
in their ideologies and world views 
Similarly, Joshi exemplifies demonic at- 
tnbutes in those that Phule describes as 
the original and legitimate inhabitants of 
the land, e g. mythological characters like 
Hiranyakashyap and Ravana [O'Hanlon. 
1983 29]. Joshi, while emphasising the 
role of brahmans in the narrative of Shi vaji 
Maharaj. also typically presents him as a 
‘go brahman pratipalak’ and as a symbol 
to inveigh against the decadence in Hin- 
dursm thus presenting his version of Shi vaji 
as a sharp contrast to Phule. 

In line with this school of thought was 
the work of V K Rajwade. who was the 
founder of the Bharat Itihas Samshodhak 
Mandal in 1910 The main thrust of 
Rajwadc's work is the emphasis he places 
on Shivaji’s brahman advisors, Ramdas 
and Dadoji Kondadev thus confirming his 
position among orthodox shastris like 
Joshi While Ramdas is credited with 
having inspired the Marathastodefy 'alien* 
authority, [Kamble 1982'248) he blames 
the pacifism of Bhakti movement for the 
thralldom of slaverv in Maharashtra 
[Omvedt 1976:60). 

By the beginning of the 20th century we 
have V D Savarkar continuing the tradi- 
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tioik of Joshi and Rajwade. In 1906, when 
revolutionary terrorism in Maharashtra 
was at its peak, in a translation of the 
autobiography of Mazzini, pubhshed by 
Savarkar’s Abhinav Bharat .society, in the 
preface we get a clear articulation of 
Savarkar's interpretation of Shivaji and 
Maratha history. Savarkar compares 
Mazzim’s luly to India in Shivaji's time. 
Interestingly, it is Ramdas and not Shivaji 
who IS equated with Mazzim thus giving 
a new interpretation to Shivaji's entire 
career. It could be .seen, as Anil Samarth 
points out, as an attempt to give a moral 
and religious justification for Shivaji's 
endeavours to carve out a Maratha king¬ 
dom. Similarly on August 28,1907, in an 
article published in Vihari, Ramdas is pro¬ 
jected as the ideolo^ while Shivaji is 
his active agent This interpretation was 
then linked up to the contemporary situ¬ 
ation and a need was expressed for another 
Shivaji and Ramdas to free Indians t'om 
Bntish rule [Samarth 1975:108-109] In 
this school of thought championed by the 
shastns. although an opposition to colonial 
rule is important there is also a continual 
reiteration of the notionof Hinduism under 
threat, the need to rescue it from the 
humiliation imposed by Islam and conse¬ 
quently the need for a more assertive and 
aggressive resistance. 

The lilvral interpretation 

Although I^ule'sand Jo.shi's works were 
at opposite ends of the spectrum, we have 
other interpretations that would feature 
somewhere in between the two poles Rao 
Bahadur Gopal Han Dcshinukh, popu¬ 
larly known as 'Lokahitawadi', distnct 
judge ol Nasik, wrote extensively on social 
is.sues and contributed to several contem¬ 
porary journals His ideas on Shivaji were 
expressed in his article titled the 
'Rajyasudhama' in thcPraMcknr.May 8, 
1848. In the article he differentiates revo¬ 
lution from a rebellion where, as pointed 
out by Anil Samarth, rebellion unlike a 
revolution is short-lived and cannot sus¬ 
tain popular support Deshmukh believes 
that while the upn.sings of the Ramoshis 
or the Pindan were rebellions, Shivaji’s 
resistance was a revolution in all sense.s, 
as It gave a significant role to popular 
agency and the foundation of what grew 
to be the Marathaempire was laid (1975.7). 
Lokahitawadi’s convictions regmding the 
role of popular agency and the glonfica- 
uon of 'revolution' is indicative of his 
political and ideological leanings, a strain 
seen in all belonging to the ‘liberal’ cla.ss. 

The other and perhaps more important 
wnter within this liberal tradition was 
Rajaram Balkn.shna Bhagwat. A profes¬ 


sor of Sanskrit at St Xavier’s College, 
Bhagwat was actively involved in the social 
reform movement in Maharashtra. He 
published a number of works on die his¬ 
tory and the culture of Maharashtra in ‘A 
few words about the Maralhas’, 1887, and 
the ‘Dharma of Maharashtra’ 1895. 
Bhagwat attnbuted die composite culture 
in Maharashtra to the oadition of syncre¬ 
tism in the Bhakti movement and con¬ 
ceived the idea of a common social and 
religious culture of the Maharashtra 
Mandal or the commimity of Maharashtra 
[O’Hanlon 1985:176). Itis significant that 
Bhagwat’s views on society and history 
are similar to the moderate Congress 
members of this time. As O'Hanlon says 
'This combination of .social reform with 
the assertion of national identity, deriving 
from the idea of a local community united 
in Its political and religious tiaditions which 
had always been in existence represents 
a common world-view among moderate 
nationalists and appears to echo the 
thoughts of the likes ol M G Ranadc” 
(1983:22) 

The work which we are directly con¬ 
cerned with is the biography of Shivaji 
published in 1889 Bhagwat. while 
emphasising the role ol Shi vaji's brahman 
advisors like Raghunath Hanmantc and 
the balance of power between braliinans 
and prabhus,'^ also gives importance to 
the ‘Maharashtraness* that transcended 
religious and caste boundaries against 
external enemies jO'Hanlon 1983:22) 
Shivaji IS furtherdesenbed as one who did 
not discnniinate against the lower classes 
and allowed them participation in the state 
machinery [Bhagwat 1889;61].Bhagwat's 
admiration lor Shivaji is evident when 
Shivaji IS compared to Alexander, Napo¬ 
leon and Caesar, and in the eyes of the 
author, outshines all three by far [Bhagwat 
1889'79.80]. 

As O'Hanlon demonstrates, both Phule 
and Bhagwat conflated the idea of local 
and all-India level of religious and politi¬ 
cal identity but to serve differing ends 
(1985:178). For Phule the ‘other’ is the 
brahman but for Bhagwat it shifts Bom 
the Muslim to the non-Maharashtrian as 
well as non-Indian. Bhagwat sees Hindu¬ 
ism as an integrative force m the form of 
Bhakti, an opinion that Phule disagreed 
with. Phule and Bhagwat had divergent 
views regarding loyalty and ahenation and 
thus this reflects on the existing social 
tensions. Phule drew upon a {we-Aryan, 
Kshatriya tradition with whi<^ he con¬ 
fronted orthodox Hinduism. Ibr Bhagwat, 
die identity is Hindu although in the most 
general terms and Shivaji is used in assert¬ 
ing this identity [O’Hanlon 1983:23-25] 
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^thin the same tndithm. we have the 
woitc of Ranade, dtied Kise Marntha 

Power published in 1900. Ranade is the 
best example of the western educated 
liberal brahman class described in the 
earlier section A member of the judiciary 
like Lokahitawadi, he was committed to 
the idea of progress, science and rational¬ 
ism [Kumar 1968:285]. He wasaisoa firm 
believer in the idea ol human agency as 
theultimatc. While rejecting caste. Ranade 
believed that Bhaktt had softened caste 
boundaries in Maharashtra and that Bhakti 
had done for Maharashtra what Protes- 
untism did for western Burope [Kumar 
1968:291] 

While wnting from a pan-Indian nation¬ 
alist point of view. Ranade gave due regard 
to localism and local mots of leaders like 
deshmukhs. patiLs. vatandars while often 
conflating the two - the local and the 
national 'Hi.story of the Marathas is the 
history of the formation of an Indian 
nationality* (I9U0:8) Ranade also expres¬ 
ses awareness of the need to deconstruct 
the image built by the Bnlish. especially 
that ol James Grant Duff, who was the 
Biitish resident at Satara. which is essen¬ 
tial to the construction of a national iden¬ 
tity as well as certain myths in the folk 
tradition that seemed incompatible with 
his ideology. He goes on to write that 
"Shivaji was neilhci a robhci or an incar¬ 
nation. not did he denvc his strength from 
his supposed rajput descent. He was nobly 
bom in being Shahji and Jijai's son He 
was a man whose strength lay in his 
realising m his person the best aspirations 
of the age. Such men arc not horn without 
long preparation or nut of their time or in 
a country where the popular mind has not 
been educated to apprecime and support 
them” {l‘Hx):46-47). 

He declared that the hook The Rtse of 
the Maratha Power was wntten from a 
Iceting of ‘true patriotism’ (1900:iii) and 
as a reaction agaiasl the European ac¬ 
counts that had projected Shivaji and 
Maratha history as a history of a free 
hooting power which thrived on plunder 
and adventure. Ranade wrote, “free hooters 
and adventurers nevei succeed in build¬ 
ing up empires which last for generations 
and permanently alter the poliucal map of 
a great continent’' (1900:3). It is important 
to note that in his wnting, Ranaite makes 
a distinction between 'Mahomeddans 
and the Native Hindu rulers’, e g, "M^o- 
meddan power had spent itself and native 
Hindu rulers had resumed control before 
the British came” (1900:6). Thus we get 
an insight into his world view which is 
simitar to Bhagwat’s, i e, essentially Hindu 
hut often conflated with pan-Indian. 


Ranade’s rote as a public figure, a promi- 
irent member of Ok judiciaiy, Prarthana 
Samaj and the Congress seems to have 
been represented m his writing. The 
Maratha empire, tor him, was much more 
than the work of one man or a series of 
gifted men but that the “foundation was 
laid deep m the hearts of the people” 
(1900:6). He thereby emphasised tluu a 
political revoluuon has to be preceded by 
a social and religious revolution and that 
the upheaval in religious sphere was not 
brahmanical in order but heterodox in 
spint and was importantly an. urge felt 
from below. 

According to Ranade, Shivaji was suc¬ 
cessful as he was able to realise the a.S' 
pirations of his age and put them into 
practice. He also used the example of 
Shivaji and Ramdas to ^w the clo.se 
relationship between the political and the 
religious. His pcditical ideology is clearly 
reflected in his .statements such as “It was 
the upheaval of tlic whole population, 
.strongly bound together by the common 
affinities of language, race, religion and 
literature and seeling further solidarity by 
acommon independent political existence” 
(]900'7) He also lays great emphasis on 
Shivaji*s adminisiration and the support 
of the ’ashtaprodhan’ and other brahman 
‘karkuns* or administrators like Abaji 
Sondev and Raglumath Ballal (1900:66). 
Importantly. Shivaji is never seen as a 
non-brahman leader but a leader of the 
Marathas who laid foundations of not only 
the Maratha empire but a pan-India na¬ 
tional awakening 

Official view 

As mentioned cat her, the official view, 
because it enjoyed sanction from those in 
authority and came to be taught in schools 
and colleges, served as a point of reference 
or departure tor mo.st schools of historio¬ 
graphy at this time Within a decade of 
the conquest of the Peshwa territemes by 
theCompany *% lorces, important develop¬ 
ments in the field ol historiography took 
place. By 1X28 we have a ‘History of the 
Marathas* by James Grant Duff, the 
Company resident at Satara. This work 
was underpinned by the reports of early 
British administrators of the conquered 
territories which in turn were taken from 
those who had served in the earlier regime, 
mainly brahman clerics, and therefore 
provi^ an interesting combination of 
traditional and colonial concerns. 

Grant Duffs work strongly reflects the 
political and military concerns of the 
colonial regime, specifically his use of 
mobility and the terrain of Maharashtra 
[Gordon 1993:4] Therefore, Duffs pre¬ 


sentation of the history of the Marathas 
is premised upon Shivaji’s military ex¬ 
ploits, the founding of the Maratha empire, 
and then a gradual decline which finally 
culminated in the collapse of the em|xre 
m the early 19th century Shivaji is pre¬ 
sented as a grmid rebel who was able to 
sustain resistance against Mughal mle. 
Accounting lor the growth ol the Maratha 
empire in the 18th century. Dull opines 
that. “The nse of the Mahrattas was chiefly 
attributable to the confusion of the other 
states" (1912:d) His dcscnption of the 
years under Peshwa rule as 'dark* is very 
much within the broader framework of 
colonial historiography a.s seen m James 
Mills' Hiitory of British India, where the 
presentation of the 18th century as a 
decadent penod serves as a justification 
foi the e.stahlishmcnt of colonial rule in 
India 

Bnti.sh policy and Bntisli administra¬ 
tion was also in its own way responsible 
for propping up Shivaji as the symbol of 
Maratha identity, with the rc.stuiation of 
Pratap Sinh Bhosale. the dcscendent of 
Sliivaji's line, as the legitimate niler of 
Mahaiashtia and thus implicitly pointing 
towards the Peshwas as usurpers thus 
promoting the image ol a dominant 
Chhatrapati [O'Hanlon 1985.3U] Al¬ 
though this move was in tune with the 
short-term vision of drawing loyalty away 
from the Peshwas and thus alienating the 
brahmans, it conlribuied to the image 
building of Shivaji and gave impetus ui 
the growth of Indian nationalism 

Interpretation of new orthodoxy 

So far, in our study ol the image building 
we have looked mainly at the literary side 
of It. (Though Phuic's work was essen¬ 
tially in the form ol ballads to bt- sung. 
It was still pubh-shed and circulated in 
hook form). We also know* that books and 
journals where these ideas were expressed 
were accessible only to those belongiitg 
to the higher Mvcio-cconomic circles in 
society. One of the most important figures 
responsible for building the image of 
Sh'vaji and taking it to the masses was Bal 
Gangadhai Tilak'' through populist means 
of festivals and public meetings Trial 
pre.scntcd a combination of both the ortho¬ 
dox and the progressive His success lay 
in his ability to communicate and function 
within elite circles as well as feel the pulse 
of the people and act accordingly. 

Hlak's public interest m Shivaji came 
vriien James Douglas in the i880s pub¬ 
lished the Book of Bomtovand commented 
on tlie dilapidated condition of the tomb 
at Raigad of the founder of the Maratha 
empire.'^ In 1885, Richard Temple and 
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Reay promised to extend government 
support to the restoration of the monument 
which amounted to the annual sum of four 
rupees and little else was done since 
fCashman 1975 101 ]. In 1895. Tilak once 
again drawing attention to the monument, 
wrote' “Many days have passed since we 
heard the well known verse: ‘make fa¬ 
mous today the name of Shivap'; but no 
one IS met with acting along the lines of 
this advice” (Wolpcn 1977:79]. 

A committee of 50 was organised, and 
by December 1895, Rs 50,000 was col¬ 
lected Tilak, as we know, had earlier 
organised the Ganapati festival, which 
according to Wolpert succeeded in giving 
Ifinduismacongregationaldimcnsion The 
Shivaji lestival on the other hand was a 
symbol of direct political action epitomis¬ 
ing the kshatnya tradition of Mahara-shtra 
and .served as a means of stimulating a 
resurgent Maralha nationalism (1977 80). 
Shivaji's non-brahman background .served 
to win over, to an extent, non-brahman 
groups who hitherto had kept aloof from 
the Congress since the Congress at this 
time was perceived asan elitist organisation 
dominat^ by brahmans It was also a way 
of establishing legiumacy of a party by 
claiming the authonty of a heroic figure 
The use of .Shivaji as a cutl Figure gave 
Titak the opportunity to .seek die support 
of the princes who had so far stayed 
away from nationalist politics [Cashman 
1975 99-101). Tilak initially tried to 
maintain a secular image hy dccianng that 
the festival wa.-i not to alienate Muslims, 
but couidn’l su-stain it as the idioms and 
issues that were u.scd dunng the course of 
the movement were often read as anti- 
Islamic (Cashman 1975.106].'^ 

The Shivaji festival gave a sanctifica¬ 
tion of political history, giving Indian 
nationalism a perception of its pa.st. Ti lak's 
aides in this movement were other public 
figures such as Shivram Mahadco 
Paranjape. the editor of the newspaper. 
Kal and S G Jhinstwale. The first Shivap 
festival was celebrated on April 15.1896, 
and as Wolpert points out, had all the 
trappings ol Hindu religious festivals 
including readings from religious texts, 
the traditional forms of music and dance, 
huge portraits of not only Shivaji but 
significantly also Sant Ramdas (1977:81). 
On this day, Tilak wrote: “It has been a 
matter of constant and painful surprise [to 
us] as to why wc, the peopieof Maharashtra 
did .sleep so soundly, so lung Should we 
not have to hang down our heads if we 
are asked hy a foreigner how we have till 
this day forgotten the event of which we 
should always be thinking, which we 
should never forget even in our 


dreaiiis?...The people of no other country 
would have forgotten die great man who 
laid the foundation of our empire, who 
upheld our respect as Hindus and who 
gave a particular direction to our religion” 
(Wolpert 1977-80]. 

Thus we see that Tilak from the very 
outset u( the Shivaji movement used 
extremely strong and emotive language to 
inspire Ilians but which also sent signals 
for a call for Hindu revivalism and chau¬ 
vinism. 

In I897.due to the widespread epidemic 
of plaguein the region at the time, Shivaji’s 
coronation and not his birthday was cele¬ 
brated. It is at this time that the now all 
UN) popular Shivaji-Afzal Khan is.sue was 
publicly taken up by the principal of the 
Fergusson College.*^ The issue was 
eulogised by both Bhanu and Tilak using 
the utilitarian pnncipie that violence and 
treach-iry in the interest of the people at 
large and for noble reasons is justiFied. 
Insinuating statements from Bhanu that 
“Every Hindu, every Maratha must re¬ 
joice at the killing of ADal Khan”, 
[Cashman 1975:114], and Tilak's state¬ 
ment ‘Gel over the Penal Code’ according 
to Wolpert. also went a long way in in¬ 
stigating the Chaphekar brothers in their 
assassination of Rand and the terroiist 
movementinMaharashtraingeneral Tilak 
at thisgiUhenng alsoexpounded the theory 
of the ‘Hindu right to revolt’ which was 
similar to the Chinese concept of the 
'mandate from heaven’ (1977:85) With 
these examples, as a result it becomc.s easy 
to sec that Tilak's Shivaji had come to 
represent an aggres.si ve spint of resistance 
and resurgent nationalism which had 
distiiict and overt Hindu leanings 

It is important to note thatTiiak was able 
to take the image and symbolism of Shivaji 
beyond regional boundaries and mould it 
to the needs of the time. In the ‘swadeshi’ 
movement in Bengal, Tilak was able to 
protect Shivaji as a national hero linking 
him up to the swadeshi cause and repre¬ 
senting him as one “who took on the told 
stand against the tyranny of his time” 
(Ca.shman 1975 12IJ. 

Insights interthe development and growth 
of the Shivaji movement can be seen in 
the newspaper articles of the Kesan and 
the Mahrutta both of which were owned 
by Tiiak and therefore served as media for 
the expression of his ideas and his version 
of Shiviyi. The newspapers were used for 
a continual reporting on the progress of 
the movement from 189^ onwards. We 
can also see the subtle growth of a polemic 
against colonial rule, as the article in 
Mahram on June 2, 1895 blamed the 
di lapidated condition of the tomb at Raigad 


on the British government m it was sop- 
posedly only after the transfer of power 
that the tomb was neglected. There are 
also complunts against the paltry sum of 
rupees four that was hitherto allocated by 
the government. The articles therefore 
reflect not only on the develqMnem of the 
Shivaji movement but also the develop¬ 
ment of an anti-colonial stance and an 
effort towards mobilising the people 
against the government. There is also a 
polemic against the Anglo-Indian press 
like the Ituban Gazette or The Times of 
India which often advised tile people 
against joining the movement or called it 
an ciite/brahman coaspinicy (Mahratta, 
July 14,189S). The articles covered vari¬ 
ous issues from the facts of the movement 
to projecting Shivaji as an-all India leader. 
An article in the Mahratta, on June 30, 
1895 read: “Shivaji was a Mahratta. but 
he also was an Indian and we are sure that 
every Indian feels a .sense of pride in the 
fact ol modem India having produced a 
hero like the founder ol the Mahratta 
empire. The growth in these days in the 
Indian hearts of a national feeling which 
bids u.« to sink all distinction of race and 
creed, and look upon all Indians as form¬ 
ing one grand and puissant nationality 
ought to inspire every Indian ” 

Among the other achievements of the 
movement was that the Shivaji fund 
brought logethcrmembcrs of theehtenilii^ 
classes, like the princes of states like 
Ichalkaranjt, Aundh, Sangli and Baroda 
with members of the Congress, like Suren- 
dranath Bannerjee and Madanmohan 
Malaviya. It is also important to note that 
leaders such as the above-mentioned, 
although frorodifferentparts of the country, 
spoke at the festival regaidiiig the great¬ 
ness and the all-lndia relevance of Shiviyi 
(Mfdiratta, December 31, I89S). 

By 1895, Rs 11,000 was collected and 
Tilak’s genius and ability for mass 
mobilisation was evident in his declara¬ 
tion that a single Maharaja like that of 
Kolhapur might very easily complete the 
task of restoring the tomb at his own 
expense. But it was the desire of all that 
eveiy class and every caste should feel that 
it had taken person^ interest in the sacred 
task and had its own honest pie (a small 
coin) IKelkar 1928:289]. 

Even though Tiiak did manage to get 
mass support, the movement soon reachto 
a slump. Severe famine hit Maharashtra 
in 1896 followed by plague in 1897 thu.s 
putting a serious breidt on the inflow of 
funds. By 1900, the Mahratta was com¬ 
plaining about the lack of support from 
the aristocracy and declared tlW it would 
have to rely on the more patriotic and less 
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tud middle and lower classM [Caahmaa 
1975:111]. By 1906. the teadeis of the 
SMvi^ movement who had been against 
petitioning for government support were 
appealing to the British government for 
funds. The Bombay govemment donated 
a sum of Rs 5,000 for the erection of a 
'chhatri’or cenotaph at Raigad. According 
to Cashman the decline of the tnemmal 
fond inrhcates Hlak’s ability to initiate a 
novel and popular programme but also his 
inability to b^g it to fruition (1975:112). 

Besides natural calaimties. the indiffer¬ 
ence could be. as Cashman suggests, due 
to the fact that many 'sardars’ and 
‘jagirdats' saw the Shivtyi movemmit as 
a brahman and Congress conspiracy as 
well as due to the violeiu reinterpretation 
of the Shivaji tradition. It is probably at 
this point when the transformation of the 
image of Shivaji from that of a champion 
of the nun-biahmancause to that of militant, 
resurgent and brahmanical Hinduism is 
most apparent. The Shivaji Club, started 
in 1890.hadaniembershipof300by 1895 
and by 1898 was preparing for a small- 
scale rebellion. Tim club was however 
raided by the Maharaja of Kolhapur in 
1899 and declared illegal. The militant 
acti viues of the club ai lenated the Miuatha 
chiefs who were in a relationship of loy¬ 
alty with the Bntish The non-braiiman 
chiefs could have been foither alienated 
due to Titak’s involvement in the Vedokta 
and Tai Maharaj controversies.'^ 

However it is important to note that 
despite all the struggle.s, Hlak was able to 
prc.sent and popularise an image oi Shivaji 
which was a combination of resurgent 
nationalism, both Maharashtrian as well 
as Indian, and Hindu revivalism - a combi¬ 
nation that was very much a part of 
Tilak’s social background and political 
ideology. 

ID 

CoDclusion 

Looking back almo.st a hundred years 
after the founding of the Shiv^i move¬ 
ment and 150 years after the period from 
where this study on the image building of 
Shivaji begins, it is evident that it is a 
combination of the images promoted by 
those like Joshi, Rajwade and Savarkar 
and Tilak that has bwome popular today 
as opposed to those promo^ by Ranade 
and niule. Shivaji, I feel, is looked upon 
today more as the leader of the Maratha.s 
and a champion of the Hindus than as a 
nun-brahman king symbolising a lejecuon 
of brahmanical Hinduism. Coming from 
M aharashtra, it is evidem to me that in the 
(•opular imaginatimi today, the Shivaji 
movement is still a.ssociated far more with 


TUak than any of the oilier pratagooisls 
dial we have lookedat, and Maharashtrians 
often speak of their “glotious tradition of 
Lokmanya Tilak and ^vi^i Maharaj” 
[Guirta 1982:159]. The *Shiva^ Jayanti’ 
celebrated with enthusiasm in Maharashtra 
has now become the cultural territory of 
the Shiv Sena, apolitical party whidi repre¬ 
sents Hindu and specific^ Maharashtrian 
chauvinism and a resurgent subnation¬ 
alism. Significantly, the Shiv Sena finds 
a majority of its supporters from the upper 
caste, middle thid lower middle classes 
and not horn the backward and dalit 
sections of the society for whom Phule and 
his non-brahman ideology form the crux 
of their polemic 

The present form of Shivaji as a symbol 
makes it pertinent to explore the various 
reasons for this particular version taking 
shape and see li we could endorse the 
views of Cashman (1975) who felt that 
Tilak was unable to sustain the Shivaji 
movemenL 

To try and an.swcr this question it would 
be necessary to look into the structures of 
power that existed in western India over 
the peiiod of our study. Although Peshwa 
power was displaced by 1818, brahman 
hegemony continued through the century. 
Brahmans continued to dominate bterary 
circles and control the flow of information 
in society, giving legitimacy and recog¬ 
nition to specifii' forms of history and 
culture. Thus it would have been extremely 
difficult for versions like those of Phule’s 
to gam asc'endancy and be widely ac¬ 
cepted. However, we must concede that 
Phule was able to carve out a niche fur 
his work which nourished within its own 
sphere of influence although it could nut 
assume the most dominant position. 

It would also be helpful to look at the 
media used. Ranade orBhagwat used the 
print media which as mentioned, given 
literacy levels at this time and the limited 
access to education, would not have fil¬ 
tered through the various barriers in 
society. On the othci hand, both Phule and 
Tilak used the more populist means of 
S|veading their views. Phule through his 
use of the traditional folk medium of the 
povada and Tilak through the use ot the 
Shivaji festival which was backed by the 
print media, i c. through his articles in the 
Kesari and the Mahmtta. However, there 
was a difTcrente bet ween the two - Ti Ink ’ s 
method, in my opinion, was far more 
flamboyant, a method that appealed and 
catered to ma-sses eqiecially the urban 
lower and lower middle classes that were 
gnnving as a result of industrialisation and 
modernisation while Kiule's method was 
still restricted to the rural context. The 


popularity of Tilak’s image of Sbivqji over 
Phule’s could therefore indicate a situa¬ 
tion where Tilak was foie to adapt to the 
changing times and its changing needs of 
mass populist politics better than Phule. 
The phenomenon could riso be seen as 
a case where tiw folk lorm which was 
situated in aniralcmitext wasbeing pushed 
to the periphery as mass urban centred 
politics moved to occupy centrestage. 

The issue of expropriation of cultural 
symbols comes into play here. Shivajt, 
initially used as a symbol of non-brahman 
resistance, by the end of the 19th century 
came to be increasingly associated with 
Tilak who belonged to the dominant and 
powerful group in 19th century Maha¬ 
rashtrian society. It is signiflcant and ironic 
that government offlcial reports as well 
as the Anglo-Indian press saw the movec 
ment as a brahman conspiracy and their 
attempt to regain lost power [Samarth 
1975:25] Therefore the popularity of 
Tilak’s Shivaji could be seen in the con¬ 
text oi the whole freedom struggle, where 
metanarratives like those of nationalism 
gamed ascendancy a.s they glossed over 
smaller internal fault lines in society. 

Having liwked at the formation of Shivaji 
as a symbol, from an ideological point of 
view. It would also be helpful to look into 
the varying narratives of Shivaji from a 
thematic angle The interesting point in 
such an exerci.se is that we find a number 
ot themes which overlap in the vanous 
interpretations. For instance, no matter 
what the ideological leaning, Sluvaji rep- 
re.senLs the spirit of resistance and resur¬ 
gence in every work If we look ai the 
aspect oi opposition to Muslim rule it is 
almost uniformly present in ail the differ¬ 
ent interpretations, to varying degrees 
(although Phulc's work is es.scnttally anti- 
brahman, he does describe Shivaji as one 
who resisted Muslim domination) Even 
in the liberal tradition of Bhagwat and 
Ranade, it is esseittiaily a Hindu worid 
view that dominates. In tact, ironically 
though, it IS Tilak who actually overtly 
declared that the Shivaji movement did 
not intend to alienate the Muslim popu¬ 
lation and yet it produced one ot the more 
anti-Muslim portrayals ot Shivaji 

The other marker would be the rule of 
brahmans in the narrabve. Here we could 
divide the interpretations in two. The nun- 
brahman tradition championed by Phule 
ascribes to the brahmans like Dadoji 
Konddev or Ramdas. an insignificant if 
n(4 a negative role In the liberal Ranade- 
Bhagwat, orthodox Hindu Jushi-Savarfcar 
or the new urtiuxlox tradition oi Tilak, the 
brahman advisors play a significant role 
as mentors, ideologues and administrators 
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in the narratives. Here again if wc look 
at the finer nuances. Bhagwat-Ranadc 
emphd.sise the role ot the brahmans as a 
pan of, I (eel, the rhetoric of syncretism 
where the "hrahirtan, Maratha and Prabhu 
had an equal role to play in the gover¬ 
nance" On the other hand, in the Joshi- 
Savarkar and the Tiidkite tradition, 
Dadoji Konddev and Ranidas are given 
more of a prominent role as tluise respon¬ 
sible toi cultivating the assertive side of 
,Shivdji 

In the eai her sections wc have seen that 
the I <tth century literarv and cultural sphere 
in wesiem India was dominated by a 
growing intemst in the founder ot the 
Maratha empire. Shiva|i Muharaj The 
image of Shivap as.sumcd aceniral position 
in most movements ol self-assertion and 
identity formation in western India, 
whethcranli-hrahnian anti-lslamicoranti- 
colonial The narrative of .Shivaji thus 
became a site where competing images of 
the king as a .symbol were being contested 
from divergent ideological viewpoints 
As a a*suli. the diffenng interpretations 
ol Shivap that gamed pnimtnenee were 
that of a non-brahman king in vokingMaha- 
rashtra's dormant martial tradition, a 
champion ot Hinduism or a populist leader 
rcstsling the tyranny ot hts time and of 
course a combination ot all these chara¬ 
cteristics to varying degrees Wc have also 
seen that these images that became 
iiiodu lai wen.* in fart reacUonsand icsponses 
to the outcome ot the interactions between 
existing siK'io economic structures ol 
power and the challenges posed by the 
changing limes and should Ihcretore he 
seen and understood in this contest. 

Notes 

t Benedict Aniieisdii in the chapter "I he Ongins 
of National ronsciousness' gives pniiiaiv to 
the pnni media which Ihnved due to its chara 
cteristics ot lopioductbility and dtssciiiinalion 
and thus niaiki.il a sharp break fiom die earlier 
era ot iiiamiscnpt cullure (1991.17) 

2 1 Ik pov.ida and the lavani are both forms ot 
Marathi luliuiv Ihe povada is a hallod nonnally 
dealing uiili themes of hemism and valour 
while the lasam ileal, with thciiM's ol love 
and nmiaiKr and incluiles music and dancs^ 

3 ThesiK;iii] n:liiiniiniivementshroughttiisurf!ia; 
long standing gtiev.iiices against brahman 
domination and tlie ,ociaI and eronumic 
bairii-is ihal il had i‘.stahlished Most of 
these iirgisnisalions sought to improve social 
conditions by reiecting institutions like Ihal 
of caste 

4 In the IK2(KortlHidoxtirahiittinssuchasBalaii 
Pant Natu. Oiintaiiiaii Kao Pal'aanlhan and 
Nilkanth .Shastri Thaiie led a iihivc towards 
limilmg wdic ntuals ti brahnuns only In the 
pmccsss they were qucsiiomng the ksiiatnya 
status of the Maratha ruler Praiap .Sinh 
Bhosale ,xs their stance w.cs that there did not 


nisi any real in Maharashtra (O'Hanlon 
1985 ] 

5 The dokshina was a grant by the government 
to brahmans lo aid and encourage them in their 
traditional rote of bearers of vedic knowledge 
However, this implied active Mote support to 
a certain community and the generation of 
a kind of knowledge that was for too classical 
to he ol use to the Company government 

6 Unlike the European liberals, the Indian 
liberals were not commuted in the ideals ot 
individualism ot kimnfmre In tact as shown 
by Kumar, Konade was a strong advocate of 
prorectionisiii A It hough educated on the ideas 
ot Adam Siralh, J S Mill and Herbert .Spencer 
the Indian Ithcrals borrowed selectively, i e, 
only tliosc that they fell were suitable loi local 
conditions 

7 This was a land revenue settlement specifically 
in western india and was essentially chara 
ctensed by a direct relationship between the 
ravenue payer and the government official 

9 Phule strongly believed that it was due to the 
hiahinan iiumopoly of education that they 
weir able to niaintain their control over the 
macses and it was iheir ability lo take advantage 
of the new form of education that had kept 
the brahmans still in a dominant position He 
also warned that the colonial govcmmrnl. it 
11011 on'ful. would soon he rcmforcing the old 
social order of inequality (O'Hanlon 198.5] 

9 In Cuhmtgtn, which tronslaics into slavery, 
Phuk- al the uulscM declares Ihal his aim is 
lo expose brahman exploitation In this work 
drawing upon (he Aryan invasion theory. 
Phule proiecis the brahmans as invaders troni 
the north who suppressed tla* indigenous 
people, die non brahmans His iheuiy tlicrc- 
fore brings up issues of Icgitiniaiv and 
‘original iiihahiliants' 

10 The.se are the three higher castes of Maha¬ 
rashtra The iirahhus may be equated to the 
kay.isth coinniunilies in the rest ot India 

11 II IS importani to keep in mind that Tilak in 
general leinis is credited with taking politics 
to the masses whether it was ihiough his 
advmaiy ot extremist measures oi organi¬ 
sations like die Home Rule League 

13 Howevei according to Keer, it was Jotirao 
Phule who first discovered the dilapidated 
condition of Shivap's tomb (1964 ia((). 

1.1 As ('asiiniaii points out, a number of issues 
taken up including articles pubhslied in the 
A> sio 1 and I [vMahratUi and other newspapers 
liad distiiici anti-Mushm tones An article in 
the Namr Optnum on June 2,1895 expressed 
the vieW', ihal the teal mission of Shivap was 
to protect biiihmans, cows and Ihe Hindu 
religion (1975 108) 

14 The Fergusson College was lounded in 1885 
hy (lie IJcccan Education .Society This society 
was piedi ninantly brahman of which Tdok 
was an active incmber and the college itself 
grew lo be an instituiion for nationalist 
propaganda. 

15 The Vedokta controversy was regarding the 
kshatnya stntiu, ot the non-brahaman chiefs 
In his luticle in (he Kesmt on October 22, 
1901, Tdak furthci alienated the Maratha 
chicis by willing that .thivaji was a kshatnya 
only because he fought for the people who 
in turn bestowed on him Ihe honour According 
lo him none ot the Maratha chiefs of the 


present deserved that honour {K^ar 1930]. 
The Tai Mahany case was acoK over odopiioa 
of a child by Tai Mahanj for which Tilak 
took on iBsponsibibiy. However Tilak taler 
got implicaied for furthering the came of the 
brahmans as Tai Maharaj appealed to Shahu 
Mahaiq. the then ntluig Bhosale, for help 
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^[raiian Involution, Domestic Econmny and Women 

Rural Dimensions of the Asian Crisis 

DevNadum 
Govind Kdkar 

Seeing the Asian crisis in only its urban dimensions, it is very easy to conclude that the cri\is affects 
mainly men who have lost their jobs in construction. But though that statement is not true even of the urban 
economy, when the rural economy is brought into the picture, the role of the domestic economy and of 
women within it are both sharply brought out. In order to comprehend the rural dimensions of the A.sian 
crisis, the authors take the example of Thailand, with some supplementary material from Malaysia and 
Indonesia. 


THE curmit economic recession in Asia, 
the Asian cnsis as it is called, seems to be 
a largely urban phenomenon It is in urban 
areas that the spectacular overbuilding 
has taken place After, or evem before the 
closure of the finance and real estate enm- 
pames.it was comitniclion activity in urban 
areas that stopped, throwing hundreds of 
thousands of workers out of employment 
.Subsequently, as the financial crisis has 
deepened and markets have shrunk, there 
have bc«‘n vi.sible job losses in manufac¬ 
turing sectors, like automobile and even 
textiles. Unlike south-east Asia where job 
losses have most atiected the construction 
scctoi, in South Korea, overinvestment 
was concentrated in manulactunng, and 
It IS in manufacturing again that most job 
losses have been concentrated 
The .seeming overwhelmingly urban 
nature of the economic recession, how¬ 
ever, changes when wc take into consider- 
iition the nature of the urban labout force 
\ large section of the urban labour lorcc 
IS rural in ongin. migrating cither on a 
long-term basis or $ea.sona]ly Thus, as 
I he employment situation deteriorates in 
urban areas its impact has been quickly 
lelt on rural areas in at least two ways; 
il) the fall in remittances of migrants, 
i-ven where the migra'its do not return to 
the villages, and (2) the additional burden 
ot ab.sorhing and maintaining the migrants 
III cases where the migrants have returned 
!•' the villages The fall in income is more 
iironounced in the case of workers with 
i> >w education, workmgas casual labouicrs. 
^vhether sea.snnal or throughout the year 
Within the villages too income from the 
■lon-farm sector of ‘own account' produc¬ 
tion has fallen substantially Though 
•>!.’nruluiral mitput has increased, for in¬ 
stance, in Thailand, the higher margins 
■Itu* to pnee increases have only partially 
I'cenpassedonto farmers; and farmers who 
) not produce a surplus are even worse 
oil. because of the .steep increa.se in prices 
^ <1 imported inputs, like fertilisers, pesti- 
' ‘ lUcs and petrol. The beneficial effects arc 
luiihcrmorc confined to imgated areas 


and to farmers who have access to water 
and capital to be able to change to more 
profit^le forms ot production. On the 
whole, however, the increased workforce 
now dependent on agnculture has not been 
absorb^ in new pniducttve activities, 
leading to the classic effect of agranan 
involution. In aieas where extensive land 
cultivation is still ixisMblc, there are pres¬ 
sures for increasing the land under culti¬ 
vation and for the mining of natural pro¬ 
ducts. like bamboo .shoots, to .substitute 
as cash sources tot the lost urban income 
Tlic agranan S(‘c toi of the dry and rainfed 
agnculture. at Icasi partly .subsidised ur¬ 
ban wages dunng tlio hixim and now bears 
the brum ol providing the cushion to rural 
poverty In the absence of any state pro¬ 
visioning for the poor, it is the family and 
to an extent the kinship nctwuik, what 
Mci llasoux named i he domestic cconoiny. 
that has to provide for the slight increases 
111 local production .ind the rcdi.stnhution 
of consumption Within the dume.stic eco 
nomy. the butden oi somehow providing 
for the family, and putting in extra labour 
in this pursuit, tails largely on women 
Seeing the Asian ciisis in only its urban 
dimen.sion.s, it is vcr> ca.sy to conclude that 
the cnsis aftcets mainly men who have 
lost their jobs in construction. But though 
that statemcm is not true even of the urban 
economy, when the rural economy is 
brought into the picture, the role of the 
domestic economy and of women within 
it are both shat ply brought out 
In order to comprehend the rural dimen - 
sioiis oi the Asian ciisis wc take the 
example ol Thailand, with sonic 
.supplementary nialcnal from Malaysia 
and Indonesia hirst, we need to answer 
the que,stton Is there a rural cnsis? And. 
are the rural pojr worse off now? The TTiai 
economists Animar Siamwalla and Orapin 
Suphanchaimat concluded in May 1998 
“...the crisis may ha/c helped the rural 
poor .somewhat, through the increase in 
agncultuiai income" (1998:18) 

Our own field studies in the north-east 
and northufThailandlNathan, Kclkarand 


Nongluck 1998], led to the conclusion 
that the rural poor wete worse off than 
belure. First, because of the fall in urban 
remittances; second, because of the col- 
lap.se oi craft work in the informal sector, 
and. third, bccau.se of the increa.se in pnccs 
ot agncultural inputs and all other manu¬ 
factured goods Our field findings, based 
on ca.se studies, can now be sub.stantiated 
by the recent .study by Kakwani (1998) 
This large-scale study uses vai lous rounds 
ol the labour force suiveys conducted by 
lliailaiid's national .statistical oitice to 
compute changes in employment and per 
capita income rmd estimate the eftecis o( 
the cnsis, .sepaiating cnsis eliocts from 
seasonal vaiiatioiis and long-ienn trends 

IIRB\N EMPl-OYMtNI ANO 

Ri'rai Economy 

The importance of urban employmi'in 
to rural income is shown in that 10 to I ^ 
per cent ot rural incomr is due to icmii 
lances irom urban employment or ‘trans¬ 
fer payments' (Amiiiar and Orapin 
1998 IX) At the same time, non-larm 
workers arc 35 per cent ot the rural labour 
ioFce in the nonh-ea.st, with only 10 }icr 
cent engaged in village b.'iscd, non-farm 
activities [Pieeda Piapcttcbob 19*I3 77) 
These 10 per cent are likel) to be hugely 
woiiKn engaged in liaiidicralt and olhc 
‘own account work 

llic 10 to IS pel cent ot rural income 
denved from remittances would be imme¬ 
diately atiected by the loss of urban 
eni|-loynicnl ol the migrants Further, in 
tlic north-easi, the higgc.st source of rural 
labour tor urban employment, as many 
workers were 'commuting workers' as 
migrants (Preeda Prapertchob 1993 77] 
llicii contribution to rural income would 
not come under ‘transfer payments', hut 
IS ncveithcle.s.s due to urban employment 

Thus migrant and comniuting ruial 
laboui in urban employment pfa> an 
important role tit ruial inconH's The fall 
in urban employment has vi musand quick, 
li not immediate, cflccls on ruial income 
Our field study showed that (I) many 
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migrant workers settled in the cities, 
particularly in construction, had returned 
to the village; C2> many who tfid not return, 
however, reduced or stopped altogether 
their remittances, and f3) seasonal mi* 
grants were not gomg out, or did not have 
jobs, m the 1998 dry season. Further, 
among the unemployed in manufacturing, 
including from south-east Asia’s largest 
textile mill and garments manufacture, the 
older women workers, above the age of 
30 or 3S who had little hope of getting 
any other job, tended to return to whatever 
rural situation they could; while the 
younger women, in their teens or twenties, 
stayed on in Bangkok expecting that they 
would sometime, before their savings ran 
out. get some kind of job. 

In Thailand the most increa.se in un¬ 
employment as a result of the crisis has 
occutml in the construction sector, with 
almost a million unemployed {Kakwani 
1998:40] The type of labour that has 
suffered the biggest increase in unemploy¬ 
ment is the categuiy of 'recent migrants’, 
who also have the lowest income pereamei 
{Kakwam 1998 35] In the present cnsis 
It IS the casual labourers who would be 
the first to be laid off. Construction, in 
particular, is likely to employ a very small 
number of skilled, regular workers and a 
large number of casual workers It is no 
surpnse that while unemployment has 
increased in the construction .sector, per 
capita real earnings have not declined 
significantly [Kakwani 1998:40]. 

The seasonal migrants would be clas¬ 
sified as ’recent migrants’, which would 
also include those who are not seasonal 
hut only recently (less than a year ago) 
came into the cities. This is the section of 
the urban labour force that is rural in origin 
and on whose remittances the rural eco¬ 
nomy depends. The recent migrants have 
been most significantly affected by unem¬ 
ployment due to the crisis and, as is to be 
expected, their income per earner is also 
the lowest ‘Thus, recent migrants suffer 
from a high level of unenqiloyment, and 
have lowereamingsand work longer hours. 
TTie impact of the crisis on them has been 
the most severe” (Kakwani 1998:35]. 

From the above we can conclude that 
the impact of the crisis has been most 
severe on recent migrants. Since recent 
migrants are the ones most likely to remit 
money to the villages, this impact is then 
transmitted to the rural economy 
Kakwani concluded that there is a sig¬ 
nificant adveise impact of the crisis on 
unemployment in all three areas - urban 
or municipal, pen- or semi urban areas 
(‘sanitary districts* in the *11181 classifica¬ 
tion), and rural areas. Overall unemploy¬ 
ment, however, is higher in the villages 
than in municipal or ‘sanitary district’ 
areas At the same time, real income in 


viBages is not only much lower than in- 
cities, but has fallen more timn in munici¬ 
pal veas. While the magnitude of income 
loss is highest in municipal areas, the 
percentage efiect is much higher for peri- 
or semi-urban areas and villages. Chven 
the substantially lower income levels of 
the villages, the welfare effect of the loss 
of income can be taken to be mote than 
in urban areas. The villages are not only 
poorer than the cities; they have suffered 
a larger fall in average real income and 
a larger increase in unemployment 
♦ 

Regional Effect of Recession 

The area hardest hit by unemployment 
is the nortfi-east, where unemployment 
doubled to 8.53 percent; while in the north 
too it doubled but to a lower 4.04 per cent. 
In Bangkok and vicinity the unemploy¬ 
ment less than doubled and is still low at 
2.85 per cent. 

Wliile the north shows somewhat lower 
unemployment than the north-east and the 
east, it must be noted that there are legal 
restrictions on free movement of workers 
of the hill tnbes from the north. Less than 
half the hill tribe populiuion of the north 
has Thai citirffinship or identity papers. 
And among those who do. some have 
papers that onlyallow them to travel within 
the province where it has been issued. This 
makes many hill tribe migrants illegal and 
reduces their earnings fiom employment 
outside their village. But it also drastically 
reduces the number of those seeking work. 
Field surveys showed that in the north¬ 
east, most adults who did not have local 
work left the village in the dry season. But 


in the north such seasonal migration is 
largely confined to the youdk who know 
the ’Ilial language and can manage to 
somewhat d^ with Thai authorities 
outside the village. TIhis, any unemploy¬ 
ment figum f<H- north Tliailand would 
underestimate the actual extent of un¬ 
employment among the hill tribes. 

‘The two regions with the lowest season¬ 
ally adjusted real incomes are the noidi- 
east and north. While the east has suffered 
the biggest loss of income, brought about 
by the recession, the north-east and north 
still remain the lowest income areas. 

While the whole country of Thailand 
has suffered from the eqonomic recession 
following the floating of the baht, one 
province was even earlier hit by a reces¬ 
sion due to political developments in its 
neighbourhood. The provinceofMaeHiHig 
Son derived substantial income fiom 
supplying the Shan State Army across the 
bonder with Myanmar. The agreement 
reached between Khun Sa and the 
Myanmar government put an end to the 
trade and business related to the rebel 
army As a result Mae Hong Son (in north 
Thailand) has become the poorest province 
in Thailand, falling behind Surin and 
Si Sa Ket. which were otherwise the 
poorest provinces in Thailand (personal 
communication, Kuravipa Boonsue) 

According to the figures ol per capita 
GDP many provinces of the north-east are 
poorer than those of the north. Butamajoi 
problem with these figures is that they are 
provincewide aggregates, bitheethnically 
and agm-ecologically relatively homo 
geneous provinces of the north-east these 
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(Diy Season 1998) 




Villages 

Sani'ary Distncis 

Municipal Areas 

Unemployment rate (Dry 1998) 

4 42 

304 

271 

Unemployment rate (Dry 1997) 

1 34 

1 64 

1 29 

Oisis index 


3 03 

i 64 

1 79 

Per cent Lhange in unemployment 

226 

too 

138 

Average real total income (Dry 1998) bahi 

2718 

4505 

7108 

Aveiage real total income (Dry 1997) bahi 

3029 

5278 

8014 

Crutii index, baht 

- 

•513 28 

-943.63 

-955.03 

Per cent change in avenge income 

18 8 

20.9 

13.4 

Noh Income figuics are in baht The crisis index calculated by Kakwam estimates the change dur 

to the tnsis 





Sourif Kakwani (l998:Table 21) 
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Dry Seanon 1997 Dry Season 1998 Crisis Index 

Per Cent Change 

North-east 

3 72 

8 53 

4.79 

128 

North 

2.04 

4.04 

1 80 

88 

Central 

1 88 

3.97 

2.11 

112 

Eastern 

1 49 

4.12 

218 

146 

Western 

1 04 

1.86 

0.91 

87 

Sottlhere 

1 24 

1 97 

0.87 

70 

Bangkok and vtcimty 

t.SI 

2.84 

0.70 

46 

Total Thaiiand 

2.25 

4.79 

2 59 

115 


Sounr Kakwam (1998:TaUe 22) 
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•dfegaie figures do not pose much of a 
proiMm, parbcularly adien the provinces 
do not have trig urban centres. But for the 
north these ptovincewide figures pose a 
sid)Staniial problem in idoitifying the 
extoit of poverty. 

The agto-ecolQgical zones of the north 
are basically two: the valleys and the hill 
slopes. Different ethnic communities also 
populate these two agto-ecological zones. 
WUIe the hill tribes live on the hill slopes, 
thevslIeysarethehomeofdietKXthetn Thru 
(Tat Yuan, Tai Yai) or migrants from the 
plains. The economy of the valleys (as is 
case with ail Tai pe^les) is based on wet 
nce(paddy)cttitivation, recently bolstered 
by wides|»ead cuidvatim of fniit and 
vegetables in the dry season. Further, the 
lowland Thais also have ethnic connec- 
bons with the ruling and busine.ss .sec¬ 
tions of the provinces. With generally 
higher educational levels their migration 
is also more permanent into better-paying 
jobs. 

Ontheotlicrhand,thcecunomyofthe lull 
slopes has been historically based on 
rotational fallow or swidden cultivation. 
Until recently opium provided the main 
source of cash in the hills, more recently 
this role has been taken over by fruit and 
vegetable cultivation Migration from the 
hills is largely into the low-end of the 
labour market. 

When we compare the living standards 
of the poor of the north-east with the hill 
tribes of the north, the gnieral impre.ssion 
IS that per capita possession of consumer 
Items like TVs. and motorcycles is much 
lower among the hill tribes. In the north¬ 
east it IS only families of the landless, who 
also had low educational levels, who have 
lew TVs or motorcycles. Some 15-20 per 
cent of the households in the north-east 
are likely to be landless; and it is amng 
them that poverty is concentrated.lDn the 
other hand, in the hills of the north it is 
rare to find a village in which even 20 per 
lent of the households possessed TVs and 
motorcycles. This would indicate that per 
capiUi income is lower in the lulls of the 
north than in the north-east. 

Vill^es in the northern hills have the 
additionaldisadvantage that many of them 
are not recognised administrMively. Many 
exist in areas that are designated as 
' National Packs’. Consequently, proviaon 
ot public facilities like roads, education 
and health services is also lower in the 
northmn hiHs than in the north-east 

There are no overall studies of percapiu 
incomes among hill tribes. Ihere are 
probably village-level studies in a number 
of project reports and odier documeids. 
We would draw the broad conclusion 
that poverty levels amoi% the hill tribes 
■n the north are higher than in the north¬ 
east. 


Emers OF Calais ON 
AciiicuLTuaAL Inoomb 

From die above analysis we can con¬ 
clude that while urban (municipal) and 
semi-urban (sanitary districts) have suf¬ 
fered the greater loss in absolute income, 
thewelfaredfectonvillageincomes, whidi 
are lower, is greater. Before the crisis in 
1997, the iiKidence of rami pomty in 
Thailand at2t.2percem.wasalieady much 
higher than the 4 per cem and 9.6 percent 
for municipal and semi-urban areas 
(NESDB 1^8:3]. Furdier, the absolute 
levels of welfare among the hill tribes are 
substantially lower than among the plains 
dwellm in the math or even the north-east. 

Within this picture one feature that stands 
out among all sectors of economic activity 
IS the better periormance of agriculture. 
The average real income in iiumufacturing 
declined by baht K.57.17 per month as a 
result of the recession. This is a highly 
significant decline There are also signifi¬ 
cant declines in trade, banking and insur¬ 
ance, and the service sector. In construc¬ 
tion, although it has the highest unem¬ 
ployment rate, the average real wage has 
not declined .signiiicantly. In agriculture 
there is no significant fall [Kakwani 
1998:40]. This is undoubtedly due to the 
increase in agneultural pric«, which has 
helped the agneultural sector to maintain 
Its real income 

At the same time, we should note dwt 
average real income in agriculture is still 
way below the real earnings of the 
economy. It was only baht 1839 in dry 
season l99ginagnLulture.asagainst4796 
in manufactunng, 4657 in construction 
and 4385 in trade What was the percent¬ 
age fall in average real income by sector 
due to the economic crisis? 

Of all these sectors agriculture has been 
the most stable “It seems that the agn- 
cultural sector has so far prevented 
Thailand's standard of living from falling 
further down 11 the agricul^al sector is 
unable to maintain its employment and 
real income levels, the statidard of living 
and poverty in Thailand will ileteriorate 
at unbearable level" [Kakwimi 1998:41]. 

But it should be remembered that there 
are two agneultural sectors in Thailand, 
the irrigated and the rainfed {Oiang Noi 
1998] widi significam differences in in¬ 
come performance of the two. Further, the 
rural economy is not just agricultural, but 
derives a substantial part of its incume 
from providing wage labour in urban 
employment. It is thus affected by the dn^ 
in urban employment and hKome; and the 
landless and li^-pcm in die lunl areas 
depend more on mignitt wage labour, 
have lower educational levels mid dius are 
part of the large casual -labour force of 
sea so n al migrants that has been more 


affected by unemployment and falb in 
real income than the better off sections of 
the rural economy. 

With overall increased margins for 
agricultural commodiues, there has been 
some intensification of agricultural pro¬ 
duction. f^eld observations in the north¬ 
east and the north showed a switch from 
production of low vidue agneultural com- 
riwdities for the internal market to higher 
value commodities for export, e g. from 
feed com to sweet com, or from soya bean 
to green soya. Similarly there has been an 
increase in intensificauon of land use (.stwri 
duration crops, before and after the mam 
crop, inter-cropping) or growing crops 
which require more lab^r (e g, veg- 
eubles). But such switches in crops and 
increases in intensificabon are possible 
for those farmers who have imgation and 
capital. Not all fanners arc able to lake 
advantage of the new opportunities 

On the other hand, the possibilities for 
using the additional labour made available 
by remigration from the cities arc veiy 
limited for those without assured water or 
sufficient capital. Additirmal labour can 
only be employed in extensive rather than 
intensive systems of cultivation. In the 
hills of the north there is a marked increase 
in the collection of bamboo shoots, mush¬ 
rooms and wild herbs for sale in the urban 
market. This is the only way in which 
labour without capital can be used to earn 
some income. 

Even for those with irrigated agricul¬ 
ture, the gams from the higher margins are 
not as substantial as the (nice figures would 
leave one to expect. For farmgate pnees 
of nee the year-on-year increase was 25 
per cent by March 1998, which is only 
about half of the comparable increase in 
the wholesale price [World Bank 1998'4|. 
Whether this is due to the risks arising 
from exchange rate fluctuations, or to the 
monop.<ionisbc behaviour of marketing 
agents (nee mills and exportersj, the fac' 
IS that the stimulus to farmers' was only 
half of the increase in wholesale prices. 
On top of that there was little increase in 


Tabu 1 Real Income bv Reuion 



Seasonally 
Adjusted 
Avenge 
Real Income 
(Diy 1998) 

Cnus 

Index 

<Efle(.t> 

Her Cem 
Effect 

North-east 

2232 

526 76 

23 

North 

2991 

-487 26 

16 

c:eiitni 

42.13 

-664 60 

15 

Eastern 

4388 

-1210 84 

27 

Western 

3488 

-6.16 24 

17 

Southeni 

3«48 

-652 31 

J7 

BaiVliok and 
vidaity 

7254 

-1025 46 

14 

Total Tha land 3818 

-691 49 

18 


Soutre- Kakwani (1998 TaMe 21) 
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the area planted tu nee, just 0 7 per cent 
(World Bank 1998:41 showing that nee 
production is rather inelastic The increased 
profitability of rice production then does 
not transmit into increased opportunities 
for non-nce farmers to switch to rite It 
IS obvious that cassava grows on poor soil 
under rainled conditions and cassava 
growers cannot switch to ncu however 
more profitable ncc may be than cassava. 

Thus. It IS important to emphasise that 
any .stimulus to agnculturc as a rc.sult of 
the currently higher margin.s for agri- 
cultutal commodities is confined to those 
areas (concentrated in the central plains 
and the valleys of the north) with assured 
water and to those fanners with adequate 
capital. In most cases assured access to 
imgation involves and is the result ol 
substantial public investment in dams 
and other imgation protects It is not the 
result ol merely ptivalc investment oi 
capital. Public investment in imgation is 
necessary to enable farmers' pnvale capi¬ 
tal < whether oul of own savings or loaned 
Irom banks) to be profitably invested 

Furthci. loi the large number ol farmers, 
concentrated among the land ptxir and in 
the nun-irngated lands, who do not have 
a surplus of rice to sell, the increa.se in rice 
prices IS purely notional, it discs not trans¬ 
late into any real increase in welfare On the 
contrary, the increase in cash expenditures 
for fertilisers and pc.slicides. prices oi which 
have gone up by about 40 per cent means 
a larger cash outl.iy. without any corre¬ 
sponding return Further, the increase in 
pnees of manufactured goods leads to an 
overall decline in real agricultural iricumes. 

Be,sidc.s the piimary cf Icvt on the ability 
to benefit from the cum:nt agiicultura) 
oppoitunities there is also a connection 
between imgation and the extent and nature 
of migration In dry villages ol the north¬ 
east. with a single i ice c rop, migration was 
per cent of the lafumr force, while 
in imgated villages il was only b .'sK per 
cent fWcera Pak-uthal )997;5,S| Futiher, 
fieldoKscrvatioiis .showed that with higher 
educational levels migrants fmm the ir- 
iigated villages went into better-paying 
and more secure, often government, jobs 

WoMiN ANO im Crisis 

Another income-earning aiea fot niral 
(and urban po<ir) households is ‘own- 
accounf work in the informal sector or 
‘niiero-eiueipri.ses' This is particuiarlv 
the domain of women, who manufacture 
handiciafts lot sale In our field studies wc 
hadubserved the senous decline in income 
from such handicrafts, including silk 
weavinginthenorth-easi Kakwani’.s.study 
confirms that there is a significant decline 
in the income of own-account workers, a 
statistically significant decline of 549.06 
baht per month (Kakwani 1998:421, 


All figures of unemployment point out 
that the sector most affn:ted is construc- 
uon and that more men than women have 
been rendered unemployed due to the 
crisis. Fnim this it is usually concluded 
that men have been more affected by the 
current recession. This is a hasty and 
superficial conclusion. 

In the first place, the crisis has lowered 
average total real wage per month by about 
baht 594 for women workers and 620 
for men workers. Since the average wage 
per month of men continues to be at least 
1,000 baht higher than that ol women, one 
can definitely conclude that the impact of 
the cri,sis on women's average wage is 
more severe than that on men's average 
wage. 

,Secoiid. in order to judge the impact on 
women and men we need to take into 
account the effect on all sources of in¬ 
come. not only on wage employment The 
informal or homewoik sector is almost the 
exclusive prc.scrve of women Our field 
investigations had .shown that women’s 
income Irom homework had fallen dra.s- 
iically This has now been coniirmed 
Kakwani's study that there has been 
significant decline in the income of own- 
account workers of almo.st 5.50 baht per 
month If we add the fall in average 
teal wage to the tall in own-account work, 
the impact on women’s eainings is cci- 
tainly much more than that on men's 
earnings 

In Malaysia too. while men arc 5.^ per 
cent oi those laid-off, and women 47 per 
cent, the eltcct of the fall in incomes of 
hawkers and those working at home in the 
‘putting-ouf system, must be added to get 
a picture (if the relative impact on women's 
and men's earnings (Rokiah Talib 1998, 
for a disc ussion of the gender differenti¬ 
ated impact inMalaysial. Women are over- 
represented, both among hawkers and 
among home woi kers. In Indonesia, on the 
other hand, women are over-represented 
in the ‘openly unemployed' (See Ocy- 
Gardiner and Dharmaputra 1998]. At the 
same time there has been a virtual collapse 
of own-account work and petty small trade. 
An IFAD report (1998) pointed out that 
income in weaving declined by more than 
75 per cent and that many women now 
preferred woik as agricultural labourers to 
weaving, lut in the cities (and in street 
demonstratKins) men are more visible than 
women. It is easy to conclude that men 
are more affected by the economic ensis. 
The collapse of the construction sector in 
lndone.sia (unlike in Malaysia where it has 
been propped up by the govemment’s ref¬ 
lationary policies) hides the fact that, with 
the exchange rate and financial collapse, 
manufacturing industry too has been b^ly 
affected, and that more women than men 
have been laid-off in manufacturing. 


"Tlw visibility of laid-off men and the 
invisibility of laid-off womoi has resulted 
in gender-^fferentiated public responses" 
[(jiey-Ganlineraiid Dharmaputra 1^8; 16]. 
As emergency measures, for instance, tlip 
government introduced a labour intowive 
employment programme in the type of 
activities such as digging city ditches and 
irrigation canals during the first three 
months of 1998, and provided subsidised 
lunches mainly in the harbour area for 
.some 15,000retrenched woikers. The bene¬ 
ficiaries of these programme were naturally 
all men “Inclusion of women into public 
works types of programmes has faced 
difficulties, as implcmenters as well as 
planners arc mostly men who are very 
likely to think that some special 'femi¬ 
nine' programmcN have to be devised for 
women” [KeHuu- and Osawa 1998]. 

Domi snr Hi'onomy and the Burden 

The coping strategies of rural families 
have increased the burden of women's 
work. With more being produced within 
the family, like mure cooked food at home 
lather than purchased from the shop, it is 
woinen',s labour that increases. The n*- 
duced ability to spend on healthcare means 
that women’s caring role within the family 
increa.scs Since women are finally re- 
sponsibic for keeping the lamtiy going, it 
IS they who have to spend more time 
gathering wild foods liiis extra burden 
on women is paiticuiarly fell in the north¬ 
east Thai land. Men see themselves as pan 
of urban .sector employment They spend 
more of their lime ‘looking tor work’, 
rather than doing .something to supple¬ 
ment the family's mcagie resources Such 
a tendency i.s less pronounced in the 
northern ITiai hills, where men do spend 
more lime collecting bamboo shoots, etc. 
for .sale in the market to increase the 
family’s cash earnings But overall, the 
coping sti ategies of rural families have put 
more of the burden at increased labour on 
women. This, as one would expect, is also 
true lor both Malaysia and Indonesia. 

Though the enteitainment sector has 
suffered badly in the current recession, the 
collapse of other avenues of earning cash, 
has pushed many more women to enter 
the sex trade. With the upper end of the 
sex maiket affected by the cuts in ‘entcr- 


Tasu 4 Avrrace Reai Intome sv Sbttor 
(Dry Season 1998) 


Sector 

Average 

Costs 

FerCeni 

Real Income 

Index 

Change 

Agneutture 

1839 

-181.83 

9.8 

Manufactuniig 

4796 

-8.57 17 

17.8 

Consiniction 

4657 

-654 90 

14.0 

Trade 

4385 

-1069 46 

24 3 

Service 

6486 

-977 39 

150 


Siiurcf Kakwoni (1998 Table 16) 
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udnment’ expenses o( corporations, it is 
the lower end of the market which women 
ate being pushed into entering. This effect 
is weii known for Thailand. But in Indo¬ 
nesia too there are reports of increasing 
numbers of young women (and girls) 
entering the sex trade. “Competition has 
become more severe while customers are 
declining.. .While actual numbers are hard 
to come by, Friman Lubis of Yayasan 
Kusuma Buana, a Jakarta based founda¬ 
tion focusing on women's health issues, 
claims that up to 10 women come daily 
from the niral areas surrounding Jakarta 
to enter prostitution. He furtherclaim.s that 
one well known red light dLstrict, Kramat 
Tunggak, now receives between 50 to 100 
newcomers per month compared to only 
about 20 a month last year. Reports from 
different cities around the country echo 
these claims and speak of declining in- 
cnines for prostitutes Increasingly, chil¬ 
dren too are joining this occupation in 
search of money" (Oey-Gardiner and 
Dharmaputra 1998*16]. 

Part oi the ‘coping strategics' is child 
labour Perhaps faced wiih a threat to the 
survival oi the household, child labour, 
despite the tall in wages, becomes an option 
iorthe desperately pix<r The figures show 
that alter having declined continuously 
over the 90s. in the current year tlierc is 
a statistically signiHcunt increase in child 
labour I Kakwani I99HJ Thai newspaper 
reports have given tiguics oi at lca.st 
4.00,000 children dropping out ol school 
in the current year Of course, these drop¬ 
outs arc in the post-primary pha.se. since 
schmiling up.to class 6 is compulsory. In 
Indonesia up to 20 per cent of students 
may have dropped out of school jlFAD 
1998*71 

Among children, the general biasagainst 
girl children, makes it likely that more 
girls than buys have dropped out of .school 
Investigators for the Save the Children 
Fund (UK) reported that parents said it 
was easier for them to persuade girls to 
enter the sex trade to support the family, 
than to persuade boys to take up a job 
(personal communication, Victor 
Kaninan). 

This IS the ‘domestic economy', which 
Meillasoux had analysed as providing the 
basis lor the industrial economy. The 
domestic economy ot rural Thailaml is the 
subsistence agrarian sector, latgcly run 
and managed by women. In the boom 
penod of the 80s and early 9(}s the agrarian 
economy had changed its methods of pro¬ 
duction in order to provide the surplus 
labour for urban accumulation. Cattle 
largely disappeared from the agrarian 
system of the north-east as fanners, even 
tlivise not producing a .surplus, switched 
>» labour-saving methods of land pre- 
P<uation. With the ‘walking Uactor'. land 


preparation could be carried out on a 
weekend. Labour-intensive transplantation 
of rice was given up in favour of broad¬ 
casting. In the Tainted conditions the 
difference in yield between transplanted 
and broadcast ntc was not large enough 
to make up for the loss of income in urban 
employment 

llie agrarian economy thus provided a 
part of the subsistence to the workforce, 
enabling wages paid by urban capital to 
be lower than would otherwise have been 
possible Particularly in the case of sea¬ 
sonal migrants, so important toThailand‘s 
construction boom, the domestic economy 
of the agrarian sector provided the sub¬ 
sistence to maintain the workers for the 
half of the year when they did nut woik 
in construction In Malaysia too and even 
more so in Indonesia, with its low uibani- 
.sation. rural workers arc an important part 
of the urban labour force, partly main¬ 
tained by the rural economy in the boom, 
and now pushed back to full dependence 
on the rural economy in the recession 

The Lcwis-Cype unlimited supplies oi 
labour that tuciicd (he Asian boom partly 
depended lor its cheapness on the rural 
.subsistence economy, both in maintaining 
workers to that part ol the year when they 
were not needed in uiban industry, and, 
again, in sustaining them, until they ate 
called back in the next boom This is not 
something new In past recessions too the 
Thai govemmcni relied upon the village 
to act as a cushion “Most of the people 
still lived on the land and grew their own 
nee Many in the cities retained links to 
the village If deflationary strategies de¬ 
pressed the urban economy, tney could 
still go back home and share in the family 
nee bowl’’ {Pasuk and Baker 1998:74-75] 

In return, however, wages earned in 
urban employment did not contribute to 
any building up ol the productive base of 
the rural pivir The deterioration ol the 
agrarian base in north-east Thailand is 
manifested in the increased soil erosion, 
salinity and other cnvironmeniat degrada¬ 
tion, which reduce agricultural pr^ucti- 
vity. In the hills ol the north (and north- 
ca.st) the deterioration ot the agrarian ba.se 
IS reflected in loss ol forests cover While 
there IS a conversion of torcst land into 
agricultural plots, there is also a symbiotic 
relation between forests and agriculture in 
the hills The loss of forest cover leads to 
soil erosion, reduces the nulriimis avail¬ 
able in the soil, and reduces the water 
retaining capacity ol the soil. Over the last 
two decades, lores! cover in ITuuland has 
gone down from 50 percent to 25 per ceiu 
This affects the productivity of agneukure 
in thehills and has substantial olherelfects 
on the valleys and the plains as a whole 
- erosion in the valleys and floods in the 
plains. 


Why did urban earnings not contnbute 
to rural accumulation? In the first place, 
pubic invesimenls m water-harvesting and 
other inipiovemcnts arc neces.sary for 
pnvate uivcsimems to become profitable, 
in the boom years Thailand, and other 
south-east Asian economics like Iiakinesia. 
spent little on developing rural productive 
intostructure. The poor aieas ol the coun¬ 
tries are also those with the least public 
investments, particularly in productive 
systems, in the last two decades fhis 
meant that pnvate investment in agiieul- 
ture out of workers' remittances was very 
difficult 

Further, it is also likely that the boom 
created a lecitng that the rural economy 
did not need to bother about productive 
investments, since urban cinploymcnt 
would always continue to he available In 
a telling example we found thal loans 
given ior buying cattle had been used by 
the men to buy motorcycles This reflects 
not only men's preference foi then own 
convenience oi preslige, but also an un¬ 
derstanding thul productive mvestment.s 
were not necessary, since there would 
always be urban work available 

Now in the recession, the domestic 
economy ol the agrarian .sector provides 
the cushion (o absorb the workers ten¬ 
dered unemployed, both iornier perma 
nent and seasonal workers 

Invoi nioN 

The increase in the population now 
dependent on agneukure has two eitccts 
In areas where it is virtually impossible 
(nr ai any reasonable cost) to increase the 
area ot land under cultivation (like in ihc 
north-east) the effect is to increase the 
numbers working on land, but with a zero 
marginal productivity ot the inciua.scd 
labour. In terms ot the production sy.stcni 
the effect is what Clifford Geert/ had iirsl 
analysed as ‘agranan involution in the 
ca.se ot Java It results in a sharing ot 
income and woik, which without any 
increa.se in income means a sharing ot 
poverty 

In areas where some extension ol agn 
culture IS possible (as in the northcni hillsi 
the fall in urban incomes will lead to 
an iiicrca.se in the extensive systems ol 
cultivation. In the outlying islands ol 
Indonesia, populated by the indigenous 
peoples, boat-loads of Javanc.se, thrown 
out of work by the rcccsston. arc migrating 
everyday in the hope oi clearing .some land 
ior eulUvation (peisunal communicaiion. 
Dano Novellino). Bui more acutely and 
without such 'transinigialion', since die 
effect IS fell in the areas of cash incomes, 
substitutes for wage employ nicni are being 
found in the sale ol forest piixlucls. like 
bamboo shoots, mushrooms and herhs In 
the village of Phra/ipakdai (Cbiang Rai 
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/wvvincc nf north Hiaifand) the hill tribes 
have caretuUy helped the forest to re¬ 
generate ButinthecurrentcnstsAiemutuaji 
assurance needed to maintain a system of 
commuiuty management has brokra down. 
Dnven by the need for, individuals are 
digging out bamboo shoots for .sale tn the 
market. At least 20,000 kgs of bamboo 
shoou have been harvested fiom the 
regenerated forest in the current year 
(personal communication Juthamas 
Rajaprasidhi). 

K^wani concluded that “the crisis has 
created a rather serious situation in the 
n<ath-ca.stem region and there is an urgent 
need to have some employment creation 
programme targeted to this region" 
(1998:46). We would add that the situa¬ 
tion in the northern hill sections largely 
dependent on swidden is also senous, but 
the aggregation of hills with valleys masks 
the seriousness of the situation The fall 
in cash fium urban sources has pushed the 
hill tnbes to mine the natural resources for 
immediate cash, e g, digging up bamboo 
shoots for sale in urban markets. Such 
mimng nf forest re.sources could quickly 
fuither degrade the forest environment 
and damage the long-term pixiduclivity of 
the hill ecosystem Thus, here too a rural 
employment programme is urgently 
ne^d to prevent fiirther damage to the 
hill-forest environment. For rural Indone¬ 
sia too the World Bank has recently 
advocated a rural employment programme 
as being essential for poverty alleviation 
in the current reces.sion. 

Rationau ran a Rukai. Public Works 
PROCiRAMML 

After having initially implemented a 
deflationary monetary policy (on IMF 
instructions) in Augu.st 1998 the Thai 
government switched to a mildly 
redationary fiscal policy The deficit tn 
the budget in 1998 is expected to be about 
1 per cent ol GNP, thmigh the IMF itself 
ha.s agreed to a higher deficit of 2.5 per 
cent As was emphasised in the UNDP 
meeting on the Thai economic cnsis, once 
reflation has been agreed upon, what is 
important is the sector of the economy 
towards which such reflationary finance 
is targeted. The late Mahbub ul Haq 
emphasised diat the 'manner' of reflation 
was important in determining the effects 
on the economy and advocated concen¬ 
trating on the rural ptxir. 

The governments of south-east Asia, 
however, have little experience of using 
fiscal policy to stimulate the economy 
Raised on an anti-Kcynesian bias, it is 
difficult for them to switch their fiscal 
pcdicieslomeetthe needs of reflation. The 
Thai government, for instance, is finding 
it difficult to come up with schemes for 
spending more money quickly. 


In deding with the effects of the Kcet- 
sion die main lines of Thin national and 
international assistance have bemi con- 
ccntiaiedon renewing ctnnpetitiveness and 
nninroving governance. Fuither in oider to 
deal with what are called the social costs 
of adjustment the World Bank and the 
AsiM Development Baidc are supporting 
‘social invastment projects*, fin' which 
US S I billion has bm granted. Some if 
It is for .scholarships to help childroi stay 
in school (baht I billion), hMlth insurance 
(baht I 2 billion), rural employment 
(baht 890 million), and computer training 
(baht 8S million). Some of the Social 
Investment Projects ue to be implemented 
by NCiOs through the Social Investment 
Fund (SIF). 

The social investment fund will take up 
projects of the following type.s such as, 
(1) agncultunil or community business 
dcmon.stratiun, community basars, and 
saving groups: (2) health centres for the 
elderly, shelters for people with HIV, 
traditional medicinecenues, and child care 
centres; (3) reforestauon. fire prevention, 
flcxxl prevenuon, public drainage systems, 
waste management, and folk museums: 
and (4) developing local products, and 
community information centres. None of 
these scheme.s addresses either the neces¬ 
sity of providing employment as widely 
as possible or that of strengthening the 
productive base of the rural poor 

The critical point in the current reces¬ 
sion is to increase disposable income in 
order to stimulate demand, to 'kick-start* 
the economy, as some would like to put 
It A reflation aimed at increa.sing the 
incomes of the rural poor would have 
(Da more beneficial impact in terms 
of a stimulus to demand say. a re¬ 
financing of the finance companies, 
.since the propensity to consume of the 


forel poor is fai|jier (hm of Qie tabtn 
middle class or shareholders Md ownera 
of finance companies; (2) the denumd of 
the rural poor would be much more di¬ 
rected towards locally produced, non- 
imported goods than the demand of any 
otter section of Thai society; and (3) tte 
income accniing to the nnal poor is not 
likely to be converted into fiwrign curren¬ 
cies. as IS likely with, say, the middle 
classes and investors in tte finance com¬ 
panies. 

In terms of alleviating poverty, tte most 
cnticai ‘social safety net* for tte rural poor 
IS tte provision of income support. Tte 
fall in niral incomes is already having 
undesirable effects like tte withdrawal of 
children fiom school (2,00.000 children 
in the current school term), increased entry 
of women into the sex trade and increase 
in child labour )^at is needed is quick 
(if not immediate) income support, to 
provide a floor to the incomes of tte rural 
poor. This is what will help stop fiutter 
inLiea.ses in child labour, in for^ entry 
of women in tte sex trade, etc. 

The .second question that comes up is 
that of the weakne.ss of tte agrarian base 
of the new rural poor The rural poor are 
concentrated in the dry areas of north-east 
Thailand and among the hill tribes of tte 
north. In the imgat^ villages, where any 
public investment in agricultural infra¬ 
structure (which is as it is low in Thailand 
as a whole) is concentrated, there is not 
as severe an impact of the recession. It is 
tte rural areas with the least local accu¬ 
mulation and least local absorption of 
labour dial have suffered the most m the 
current recession. Thus, it is necessary to 
address tte question of increasing tte 
resilience of ^e rural economy, specifi¬ 
cally that of tte unimgated nor^-east and 
the hills of the north. 
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Prom the atx>ve two areas of interven- 
ii(W can be identified for focused atten¬ 
tion. First is the initiation of a rural works 
programme, to provide quick income for 
the rural poor, in order to mitigate effects 
of the loss of urban income. This will 
provide an immediate stimulus to demand 
and the economy as a whole 
Second, at the same time it is necessary 
to utilise the potentid of rural works 
programme for rural development. Asian 
Tinbergmi reiterated, “Rural public works 
programmes based on short-run and ad 
hoc considerations obscure their potenual 
as a strategic instrument for sustainable 
rural development. A far bolder applica¬ 
tion of rural public works and a long-term 
perspective are needed” (1994:14, em- 
pha^s in onginal). Thus, it is necessary 
to link such a rural works programme 
with the reconstruction and stren^ening 
ol the agrarian base, in the two most vul¬ 
nerable areas, the non-imgated plains ol 
the north-east and the hill areas of the 
north 

Overall what is needed is to increase the 
productivity per hectare of tainted agri¬ 
culture. enhance the labour-ab.sorbing 
capacity of the village economies; and 
.support the development of a variety of 
income-earning sources While such 
programmes could work for Ihe landed 
prxir. Ihe landless would need a different 
approach A combination of land reform 
and employment programmmes would he 
needed to build up an asset ha.<se for the 
landlc.ss. so that they could make u.se of 
possibilities in areas like animal raising 
Although the new Thai Constitution has 
provisions recognising the lole of com- 
munitie.s in managing natural resources, 
this has not been translated into any kind 
of policy or rules Thus for the hill tnbes 
(here is the long-standing question of their 
land claims, both individual and commu- 
iuty-ha.sed. This is complicated by the fact 
that, foi instance in Thailand all of the 
major hill tnbes - Karen. Lahu. Akha, 
llmong. Li.su and Yao - are cross-border 
lommunities. As is normal, they have 
(. K>.ss-bordcr marriage and social relations 
I'urther. they also tend to shift residence 
depending on economic opportunities (and 
political conditions) in ihe regions that 
they inhabit This is then f.vliowcd by 
Molations of their human nghts in the 
lorm of expulsions and other actions of 
the vwous stales. To stabiiilse Ihe develqv 
'oent and allow for the cross-border 
•udmage and social interaction of these 
‘ ommunities, would require that the re- 
)!ion of the Upper Mekong be treated as 
one, and that cross-border community- 
level associations be formed. The govem- 
nients of the Mekong region have 
their own association to co-ordinate their 


Iwgely extractive actions; but the commu¬ 
nities that have for ages acted across these 
borders do not have cross-border associa¬ 
tions 

Imreasing the food and livelihood se¬ 
curity of small farmers and the landless, 
particularly in the labour catchment areas 
that supply the seasonal migrants, will 
enable them, at least subsequently, to 
improve the terms on which they deal 
with the rest of the world. With a better 
food security position, they will not be 
forced to accept just any low-paid job, and 
will be able to afford to train themselves 
and educate their children for better entry 
into the urban market The pressures of 
inadequate family subsistence income 
leading to child labour and the entry of 
women into the sex trade are likely to 
decrease 

The countnes mo.si hit by the Asian 
crisis, those of south-east and east Asia, 
have little histomal experience of niral 
public works programmes, designed to 
provide employment South Asia has a 
long tradition ol such programmes, dating 
back to colonial famine relief measures 
China too has a tradition of midiilising 
local labour for oli-season accumulation 
It IS, perhaps, this history of south-east and 
ea.st Asia that has inhibited a nirai public 
works {Hogramme from being a key part 
of debate on what is needed lor recovery 
in the present recession But the frequent 
denial ol the existence of a rural dimen¬ 
sion to the Asian ensis, shows that there 
arc strong political lactors in the neglect 
of the ruial poor Certainly, industry, 
whether local- or loreign-owpcd, would 
not like a flora to wage rates. 

The experience of other countries 
(see Mesa-Lago 1991. for the Latin 
American experience | shows that whether 
a social security nica.sure is initialed for 
a particular section of society depends 
upon the pressuie that it can bnng to bear 
upon the slate In the case of rural Asia, 
whether a rural employment .scheme is 
initiated or not depends on the mobilisation 
of women and other rural poor to press 
for such a measure. Initiating a rural 
employment scheme, could be step to¬ 
wards a rural employment guarantee 
scheme, and as such could be the single 
most impoiiant measure of social security 
for rural Asia 

nius paper u partly based on work we did for 
the Internaiinnal Punil for Agncultoial Develop¬ 
ment (IFAD) O r thanks to Phrang Roy. Ganesh 
Thapa, Man Osawa. Victor Karunan. Thanh-dom 
1 niong. Donna Doanc. Nongluck Suphanchaimat. 
Chns Bakci. Komvipa Bonnsue, and porticipanis 
at the IPAD meeting on measures to support 
the nirai poor, held at Bangkok on October 26. 
1998, for discussions and comments ai vanous 
stages Neither Uie organisation for which the 


onginal woik was done, nor the iBdmdwtt 
who commented on this paper bear any lespon- 
sibitiiy for etrors or the speciflc analyses in this 
paper 1 
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Foreign Aid to India 

What Does It Finance? 

Shikha Jha 
Vinaya Swaroop 

Thi\ article shows that fotnun aid to India merely substitutes fot spending that the government would 
have undertaken anyway, the funds freed h\ eat marked aid are spent elsewhere. Moreover, in passing external 
a.tsi\'tanee earmarked for the states, the central government makes a reduction in transjers it would have 
other WI.U- madt to the states From the countrs's perspective these fungihihty results could be good; domestic 
spending priorities - inter-set tora! and inter-regional - are iinaffeeted by foreign aid. For the donors, 
howevei. the results inditate that sun ess of their projects, as mea.sured by the conventional benefit-cost 
analysis, does nor tell the whole story: the marginal use of then money and its overall development impact 
could he different from that in tended 


PUBLIC spiMidiii)! h.u long been e«insid- 
eted one of the ntdin ih.tnnels through 
whieh loteign aid inlluoni.es development 
outcomes Most aid to developing loun- 
tnes IS given in the lorin ot scctotal in¬ 
vestment projects that are intended to 
supplement leiipii'iits own resouiees in 
those sectors New research, however, 
shows that aid rmiinee is typically fungible 

that IS, earmarked aid to a particulai 
sectoral pio|ect does not increase spend¬ 
ing in that sector any mote than an untied 
a.ssistance would have | Woi Id Rank 14VK | 

Noting that it may not be necessarily a 
bad outcome, in this article we examine 
tungibilit> oi loieign aid in the Indian 
context Our lixus is to analyse the inllti- 
uncc of loteign aid on the level and com¬ 
position ot public spending in India We 
also kxik at the impact ot aid le.souices 
acquired lor specific state government 
proieets on fiscal ti anslers Iroiii the central 
to the state governments 

All) Fi.'m ibii my 
Wiui Do Wi Ksow AM) Why 
D o Wl. f'ARI ' 

Most foreign aid - over fi5 per cent ot 
the total - gtvs to sectoral pro)ects that 
finance activities including highways and 
bridges, schools and health clinics, irri¬ 
gation facilities and power plants (WotId 
Bank l‘WK) For aid-financed projects, 
however, wtiat we see is not always what 
happims Iah us sec why Wc observe 
piujccts os they come off the line - that 
IS, a toad or a power plant being built with 
donoi assistance I o judge the success of 
these projects among othci things, the 
conventional heiwlit-i ost analysis is used 
and the economic rate of return is calcu¬ 
lated 'Flic true clfeet ■>! the aid tinanceai 
pniject. howevei. depi’nds on whethei the 
recipient countP' is able to reallocate its 
other expenditure For example, if a 
goveiiiment would have undertaken a 


donor-financed piuject in the absence of 
that financing, then donor funds simply 
relax t'le government's budget constraint 
and finance, at the margin, something else 
In such a case, donor funds, although 
earmarked tor and expensed on a spex ilic 
project, an* fungible and the true rate of 
return on the project is not adlei led by 
the conventionally calculated economic 
rate of return Aid could also be paitially 
fungible In such a case, the icxipicnt 
country spends at the margin, less than the 
lull amount of aid in that scctoi Tlius, it 
funds arc fungible - fully or paitially, 
what w e observe about the donoi-linanccd 
pmject IS not what actually happens 

The concept of aid fungibility is rele¬ 
vant in a system of intergovernmental 
transleis also In a federal structure ot 
governance, loteign aid carmatked lot a 
subsidiaiy government could end up re¬ 
placing funds that the federal government 
would have given in the absenee of that 
aid.' Aid tungibilitv, however, is only an 
issue It the donoi and recipient have 
different pteferences If the objectives ot 
the two panic's are the same, project aid 
IS exactly the same as if the amount were 
provided as general budget support 

Foki.ion Alt) U) India 
Its Si/i and EHir-mviNi.ss 

Among developing countries. India 
continues lo bt' one of the largest rc*cipi- 
ents ()l lori'ign aid.^ The average annual 
dt.sburscinent ot aid to India in the first 
half of the 19<t0s was close to 2.9 billion 
dollars ’ On a yearly basis, it financed 
over 4 per eeni ot the combined spending 
of the central government, state govern¬ 
ments and public .sector enterprises 

(liven India's long history of receiving 
foreign aid, a number ot empirical .studies 
have dcKumcntcd her aid experiences [see 
tor instance Cassen and as.sociatcs 1994; 
Bajaj 1992; LiptonandToye 1990) Upton 


and Toyc (1990) - arguably the most 
comprehensive study of foreign aid in 
India - have commented on aid el fee li ve- 
ness in general, and the effect of aid on 
poverty alleviation in particular The 
de.sonplive part ot their aid analysts - aid 
flows, aid utilisation, contribution ot aid 
flows to reducing the deficit of investment 
ovci saving, purchasing power ot aid, etc 
• IS quite impressive. They have aigued 
that aid lor agne iiliural lesearch. icrtilisei 
impons and produelion and input ditlu- 
sion mechanisms, wluch supported the 
'gioen revolution* in northern wheat glow¬ 
ing regions in the 19()0s. had a signiticani 
impact on reducing poverty liains from 
aid to the pixir. particularly those in the 
rural areas, generally have been in terms 
of extra consumption, or prcvciition ot 
consumption los.ses Most of these con¬ 
clusions arc based on anecdotal evidences 
rather than on any rigoious statistical 
analysis Moreover, since there is no inlor 
mation on the t uiigibility ot aid. it is uneleai 
what part ot this .success story could be 
attributed to foreign aid It is possible tliat 
the government ot India would have 
undertaken at lea.st some of these public 
expenditure initiatives even in the absence 
of foreign aid! 

In an effort to study the i.ssue of aid 
fungibility in India, Gang and Khan (1991) 
examine the links between aggregate 
foreign aid and public investment during 
1960-8.5. In their econometnc study then 
find that grants and loaas to India genci 
ally go into developing projects with n>< 
leakage into consumption (non-invest 
ment). Moreover, the econometric cvi 
dcncc from their study indicates that bi 
lateral aid to India during this period wa 
ic-directing government's own resoutci 
from consumption to dcvelopmen 
projects In our view, the findings of Ganj 
and Khan give us an incomplete piciun 
of tiK* impact of lorcign aid for at leas 
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I wo reasons First, the dciinitton of public 
investment in their analysis does not 
captuR' the dirtcrcncc Ixitwceii capital stock 
I both phy sical and human) uiihaiicing and 
purely cunsuniption cxpenditiiie For 
example, several researchers define all 
puhlie spending on education as part of 
public investment [.see Bairo 1991) There 
arc several components listed undergovem- 
inent'sconsuniplionexpcndiluieeatcgory. 
such as operations and maintenance, which 
may have highei lates ol teium than invest 
ment expenditure [Devaiajan, Swaroop 
andZou i99b) ‘I'hcielnre.itisunck'arthat 


All) Ai 1.1 >1 MioN IN India 
An iNsnii iiDSAi. Pi RsHicnvts 

Hie Indian Consiitution mandates that 
all external iissisi.iiK'e iincluding funds 
earmarked toi si.iti ptojecls) accrue to the 
central government, which is also liable 
lor any repayments In turn, these funds 
are piKilcd with a portion of domestic re- 
.souiccstofinanse Plan Outlays’ which arc 
vanousdevelopincni piojeets, programmes 
and schemes iiu hided in the country's 
annual Plan P.iit ol this pool ol rc.sourccs 
IS retained by the central govcinmeni for 


its own Plan expenditure and the remain* 
ing is allocated to the state in a mix of 
grants and loans to finance their Plan 
outlays Transfers through this channel 
are mediated by the Planning Commission 
on the basis of the modified 'Gadgil 
formula' which is a weighted average of 
populauon, per capita income fiscal per- 
iomiance and special problems of the 
.slates.' The other impurtiuu sources of 
tianster from the centie to states umsist 
of tax shares and statutory grants lecom- 
mended every five years by the Finance 
Commission-aconstitutionally mandated 
body. 

A notable feature ol this dishuiscment 
mechanism is that nut all cat marked 
external a.ssistancr to the states is trans¬ 
ferred to them in full (Table I) Prior lo 
1976 there was no identii table translei 
from the centre lo the states on recount 
of external aid, earmarked aid loi state 
projects only augmented the total Plan 
resources in the countty Moreover, the 
assistance on account of cxlemally-aided 
piojects IS given (except to the special 
category stales) on the same lenns as 
iiotmal central assisiaiice - 70 pet cent in 
the tonn ol h lans and '^0 pet ceni as grants, 
in Bajaj's words. " this anangeincni 
(Of allocating foreign aid) pieserved an 
inteinally deierniined pattern of iiitor- 
secioral and intei-regional distribution of 
Plan resources The .idditional lesouices 
generated by external Hows w'eie there¬ 
fore shared among all slates, not only 
those that undertook and implemented 
cxtcmully-aided pnijcc^s" [Baiaj 19')2 l'>41 
'Ihus this sy.stcm of foieign aid manage 
incnl at the centul level up|K‘ars to be 
designed to make torcigii lesotiues 
liingibic 


even if aid were to be seen as linancing 
,'ovemmcnt 'consumption', .such a find¬ 
ing should neccssanly iieacauseol conceni 
lor donor agencies Set ond, all foreign aid, 
by design, is nut .supposed to go for in vest¬ 
ment purpo.ses.'* Financing consumption 
therefore may not be an unintended out- 
• oinc of the process In an unpublished 
study, Gupta (1993) has also looked at the 
issue of foreign aid fungibility within the 
ilevciopmcni expenditure category in 
India Using a model of two-stage budget- 
mg procedure, the author finds little 
(vtdence of tungibiliiy across develop¬ 
ment expenditure categones. His short 
-malysis, however, lacks any meaningful 
‘liscussion of data and geneially offers 
'-ery little explanation of the rcsulLs. Ad- 
dre.ssing these and other related tungibi lily 
issues, our cmpincal research on India 
looks at the link between foreign aid and 
■■seal indicators (more on this below). 


IsBic I AC'A TrvssmrsTCIS iATSs AS I’mciio'Aiii-<ir Toiai All) Riirivimi* Diiiirim Si‘*ic)ics 
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Soutifs HaU on .vUlilionnl i»:ntml assistance (A('A) tronslcrs un iicvuiint ol oxicrnal .issisiaiuc au 
taken fioin Waiaj (1992) Foreign ant data are Irom s-woiis issues ot fitummi Sunt , 
(ininisirv ol hnance. guvemment ot India) Note dial the niimhcn, in tiu la -1 toluiiin .iie less 
than 100, which means that on ihe whole the states reteise less than whai kuihs into the. 
oounti) foi ihe sectors mentioned Bui die lact ih.rt diese numbers au iimuh InglK-i ihan !('•» 
for ceiUiiii scitors implies that Ihcie is a leallncatio’) of exlemal a-ssisiaine uiiior.g (hose 
sectnis 
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Inicrrst (HD Defence 

. J Pnncipal Pjymcni L—J Other Ceneial Services 

A Modei oe Am Fiingibility 

Suppose a couniry spends its total re¬ 
sources on a single private good, C^, and 
two public goods. G, and All'three 
goods are normal ’’ It pays for these goods 
by means of domestically generated 
re.sources In addiuon to the domestic re¬ 
sources, the country receives earmarked 
assistance towards the purchase of good 
G^ tnm a donor agency. This scenario is 
illustrated in Figure I. 

BB* represents allocation choices that 
can be financed from domestic rcsource.s, 
and given the preferences of the recipient 
country, point A represents the preferred 
resource allocation Hie overall level of 
utility attained by consuming ail three 
good.s IS indicated by the indifTerence curve 
UI. Now let F be the amount of earmarked 
forcignaidgivenforGj Tlvdonoragcncy 
and the recipient country are assumed to 
have different preferences regarding how 
aid should be spent** While the donor 
agency would like the aid funds to be 
additional - that is, to be spent on Gj at 
the margin, fur a variety of reasons, it is 
unable to monitor the intended pattern of 
public .spending in the countiy. Upon 
receiving aid, therefore, the recipient 
country could make it fungible by chang¬ 
ing both the level and composition of its 
public expenditure programme. 

If the recipient country can treat the 
entire aid amount as a pure supplement 
to its domestic resources, then aid is fully 
fimgible As illustrated in Figure I. the 
post-aid resource constraint is B'C'C: the 
honzontal .segment, B'C'. indicates that at 
lea.st the aid amount has to he spent on 
G 2 The new optimal rc.source allocation 
IS given by the point E and the a.s.sociatcd 
level ot utility is higher fU^ > U|). In 
spending the acquired aid resources on 
good Gj, the country diverts some of its 
own resources from Gj to G, and/or C . 
(An example of diversion of funds to C. 
IS a reduction in taxes.) Suppose, on the 
other hand, the recipient country does not 


divert any ot its resources away from the 
aided good while spending the earmarked 
aid on It This could be due to the donor 
agency's effective public expenditure 
monitoring process, h such a case, aid is 
fully non-fungible. The opumal allocation 
mix of the country’s own resources is nut 
influenced by the aid amount and point 
A (inFigure 1 )continuestohethecountry’s 
preferred mix Aid to Gj. however, in- 
crea.se.s overall utility. The past-aid con¬ 
sumption point, D, is on higher indiffer¬ 
ence curve Uj This indicates that even 
if the aid were fully non-fungihic, the 
recipient country would still benefit 
Finally, il the country can treat a portion, 
(p (0< (p <l), of the aid as a resource 
supplement, then aid is said to be partially 
fungible and the fungible portion of the 
aid is given by <p. In such a case, the post- 
aid resource line (not drawn in Figure 1) 
moves out hy the fungible amount. In 
ch(X).sing the optimal resource mix. the 
countiy includes the fungible amount as 
an additional resource supplement to be 
spent but disregards the non-fungible 
portion. I-<p. Depending on the value of ip, 
the final consumption point lies between 
pointsE((p=-1) and D (Ip sO) in Figure I. 
This model can be applied to data and 
the fungibihty coefficient ip can tx: esti¬ 
mated [see Feyzioglu et al 1998 for an 
application) 


Bmpducal Resvus 

Our empirical analysis uses the above 
model to analyse aid fungibility in the 
Indian context [For details on the estima¬ 
tion methodology and data, see Jha and 
Swaioop l998].Toexamineaidfungjbtlity 
at the central government level wc use 
annual time-series data from 1970tlvough 
1995 The choice of the time penod is 
based on data availability for all the rel¬ 
evant variables in the analysis. In addition, 
we construct a panel database over the 
period 1980 to 1992 on 14 general cat¬ 
egory states** of India to look at firngibility 
at intergovernmental level. 

Foreign aid and central government 
spending’ Suppose the country receives 
on a per capita annual basis a rupee 
(measured in real terms) in external de¬ 
velopment assistance. Our econometric 
estimation sheds light on the following 
three questions Does central government 
spending rise by a rupee'' Does central 
government development spending ri.se 
by a rupee? Is there any impact on central 
government non-development spending'' 

During the .sample penod- I970thrnugh 
1995 - the central government .spent, on 
an average annual basis, roughly IK per 
cent of the country's re.sourcc.s (GDP) (see 
Table 2 for a break- up of the total spending 
between non-development anddevelopment 


Tabif. 2 Q-jorai Governmint Exffndhuri and FinRnc.N Aid 
(as a Percentage ol GDP) 


Year 

Developmeni 

.Spending 

Non-development 
Spending 

Total Spending 

Concessionary 

Ixians 

Total Aid 

mo 

3 83 

9 03 

12 86 

1 53 

1 91 

1971 

4 71 

9 87 

14.57 

1 68 

1 84 

1972 

4 69 

10 67 

15 36 

1 41 

1 5.3 

1973 

375 

K9K 

12 73 

1 37 

1 92 

1974 

4 34 

9 52 

13 86 

1 68 

2 08 

1975 

5 51 

10 98 

16 49 

2 14 

2 62 

1975 

541 

II 89 

17 30 

1 71 

2 14 

1977 

609 

10 31 

16 40 

1 04 

1 57 

197K 

6 45 

12 07 

18 53 

0 88 

1 39 

1979 

6 63 

II 68 

18.30 

0 86 

1 42 

1980 

5 60 

1341 

19 01 

0 89 

1 90 

1981 

5 95 

12 24 

18 19 

0 88 

1 43 

1982 

609 

14 46 

20 55 

107 

1 54 

1983 

604 

13 51 

19 .55 

0 80 

1 31 

1984 

7 37 

14 61 

21 98 

0 84 

1 24 

1985 

6.33 

1501 

21 34 

0 86 

1 26 

1986 

6 86 

15 99 

22 85 

0 73 

1 39 

1987 

5 80 

1594 

21.73 

0 94 

1 71 

1988 

5 68 

1544 

21 13 

066 

1 50 

1989 

624 

15 27 

21 52 

061 

1 42 

1990 

5 55 

15 29 

20 85 

0 72 

1 40 

1991 

464 

13 88 

18 52 

1 05 

2.10 

1992 

4 48 

1366 

18 14 

I ..39 

1 74 

1993 

4 14 

14 63 

18 77 

0.90 

1.63 

1994 

440 

13 02 

17 42 

0.69 

1.27 


Sourtes Information on ceninil govemmem expenditure is from union budget documents, mmi-sirv 
of finance, government of India Total aid consists of concessionary loans ond grants on ihr 
govemment account Data on total aid (mulUlateral and bilateral) and GDP me from vannus 
issues of Ecimomic Survey (ministiy of finance, govemmenl of India). Data on concessional > 
loans an: from the World Bank 
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FumiE 3: Coivosmm qf DEVELornsn 
Skndino (Cbniiuu. Goveument) 

S« 



G3 Agncultuie and Allied Activities 
QQ Industry Energy ■ Irrigation 

^Transport and Communication 
S Social Services Q Othen 


categoncs) Moreover, the country, on 
average, received aid from ail foreign 
.source.s amounting to a little over I S per 
cent of lUN (iDP with a range from under 
1 to 2 7 percent. Dunng thiii penod, foreign 
aid financed roughly 8 3 per cent of the 
central government's budget. 

Our econometric re.sults do not support 
the hypothesis ot lax tuliel effect In other 
words, there is no evidence that foreign 
aid - measured as total annual disburse¬ 
ment ot concessionary loans and grants 
irom all hilaietal and multilateral sources 
- has led to a reduction in the lax revenue 
ot the central government (see Table 3 for 
d break-up of external a.ssi.stance between 
loans and grants for recent years). We al.so 
find that a nipee mcrea.se in aid has no 
perceptible impact - that is, in a .statistical 
sense not different from i:en»-on develop¬ 
ment spending. On the contrary, a rupee 
in aid translates into roughly a rupee 
(regression coefficient is 0.90) of non¬ 
development spending. Our sample pe¬ 
riod includes the year 1991 during which 
there was a general fiscal cnsis in the 
country and central government .spending 
was cut across the board. During this year 
(used as a dummy vai table in the regres¬ 
sion). however, r^uction in development 
spending was much more than in non- 
development spending. Clearly, our find¬ 
ings do not support the view that extramal 
assistance is mtdnly u.sed for development 
related activities.'*’ This means that in¬ 
stead of being spent on purposes intended 
by tlie donors; the money is being used 
to finance non-development activities of 
the country. We inquire next as to which 
activities among the non-development 
t aicgoiy could be benefiting from foreign 
aid 

Figure 2 shows the composition (the 
main sub-categones) of non-develupmmit 


Fiouee 4: CoMrosmoN of Aid 
(Concessionary Loans) 
6 % 



pi Agnculture and Allied Acttviues 
■ industry O Energy fiSlmgaUon 
tSTranspon and CoinmumcaUon 
miSocial Scrvi(,es I 1 Other!. 

expenditure over the sample period. 

Upon receiving foreign aid earmarked 
for deveioptifent projects, if the Indian 
government withdraws its own resources 
from those activities (or allocates less than 
it would have done in the absence of atd- 
financed projects) and uses them for other 
purpose.s, one could argue that this may 
not be an undc.siiable outcome so long as 
the related funds are used for other produc¬ 
tive purposes. One such use is servicing 
and/or repayment of debt, both internal 
and external Our estimates, however, 
indicate no distermble relationship be¬ 
tween foreign aid and interest spending. 
Similarly, no such link .seems to exist with 
the pnncipal payments on loans. Together 
these two items account for nearly 42 per 
cent on non-dcvciupmcnt spending. 

A majontem in the central government’s 
non-developmeni spending is defence. 
Over the sample penod of our analysis, 
the share of India's defence expenditure 
in GDP averaged 3.3 per cent. Its share 


in non-developinesit spending was 35 po* 
cent. Could India have maintaiMd the 
observed level of its defence spending in 
the absence of development assistance? 
Our results do not support any (statisti¬ 
cally significant) association tetween 
India's defence spending and fmeign aid. 

Finally, we consider the link between 
foreign aid and the remainder of non- 
develqiment spending which is mostly 
general service and admimuratton. Our 
findings indicate that activities under this 
category arc being funded by government’s 
own resources that are freed by foreign 
aid. We find that out of every additional 
rupee of aid ^ven to India, about 73 parse 
arc used to finance its administrauve and 
general service expenditures.*' 

In order to see if there is a visible impact 
of aid at the disaggregated level, we divide 
development expenditure into seven sub- 
categones or sectors - agnculture. imga- 
tion, energy, industry, transport and com¬ 
munication. social sa:tors. and others. But 
we sUll do not find any statistically sig¬ 
nificant relationship between the develop¬ 
ment expenditure on any oi these sectors 
and the foreign aid eatmarked tor that 
sector.'^ See also Figure.s 3 and 4 

This confim sour earlier result that there 
seems to be no link between foreign aid 
and development spending Earmarked aid 
funds appear to crowd-out government’s 
own spending in that area. 

State-specific foreign aid and inter¬ 
governmental tranrfers: In a federal struc¬ 
ture of governance, foreign aid can influ¬ 
ence the intergovernmental fiscal transfer 
mechanism. Upon receiving aid on behalf 
of a subsidiary government, the federal 
government could make adju.stments in its 
fiscal transfers to that lower level of 
government. For example, m Ethiopia, a 
federal country in the Sub-Saharan Africa. 


Tabu 1 External Assist aniI: Loan Position (Govcrnmlnt Ar<o(iNii 

{Ri (litre) 


Year 

Total 

Of This 


Cranis/Total 


nisbutsements 

(a) Loans 

(b) Giants 

Oisbursemenls 





(Per Cent) 

1982-8.1 

216076 

1821 16 

319 40 

1571 

1981-84 

2189 77 

1886 41 

303 36 

1185 

1984-85 

2285.98 

1895 60 

390.18 

17 08 

1985-86 

2862 14 

2428 22 

433 92 

15 16 

1986-87 

.1442 11 

1022 17 

419 96 

12 20 

1987-88 

4851 SO 

4.19610 

457 20 

9 42 

1988-89 

4918 28 

4185 41 

552 85 

11 20 

1989-90 

.5475 58 

4766 77 

708 81 

12 94 

1990-91 

6172 81 

.5618 58 

534 25 

8 65 

1991-92 

10015.21 

9116 25 

918 98 

9 16 

1992-91 

937505 

8995 41 

879 62 

8 91 

I99J-94 

•0115 52 

9229 90 

885 62 

8 76 

1994 91 

9529.74 

8611 70 

916 04 

9 61 

199.5-96 

870961 

7646 07 

106156 

12 21 


Source’ Appendix XIX, ‘Extemal Assislaiice* 1491-92 am! 199.5-96. depaitmeni of efconomic 
affairs, minisuy of finance, govemmenl of India 
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the miergovcmmental transfer system 
involves a 'budget otTset’ provision by 
which reductions in the grants to states are 
made for an amount (hat is equal to ex¬ 
ternal assistance acquired by states The 
rationale iK'hind this offset mechanism is 
to ensure that the overall resources - 
domestic and foreign - available to the 
country arc shared in accotdance with the 
national priorities, raihci than hc'ing di‘- 
cidcd by the donoi community In the 
Indian hudgetniv system there is no such 
explicit pioMsion Concerns have been 
rat.scd, however, that states that prixTure 
cxtcinally-aided pnqccts are not able to 
reap the lull henet its Is there any evidence 
to supptm this conicniion'’ In our empiri¬ 
cal analysts we focus on (his issue and ask 
the question do Indian states have any 
incentives lo seek external funds’ More 
spc'cttieally. we examine whether central 
goveinmcnt trunsteis in state are reduced 
when foreign aid is secured lot slate 
projects 

Data on tinnsleis horn eential to state 
goveiniiienis on account oi extc'rnal assis¬ 
tance IS labelled as ‘Additional Central 
Assistanee tACAi in the Indian public 
linanee stalistics The average shaic of 
ACA in loial transieis over the period 
I‘>80 (hniiigh IW2 was 6 per ccni Out 
results show that central government trans¬ 
fers on account of loreigti aid arc not truly 
additional and. at ihe margin slates do not 
benefit on account ot cxtcinally aidcxl 
piojcc'ts 'Ihesf* rcsults aie ba.sed on data 
from 14 geiieial category states, which 
account tot nearly *.*8 pei cent ol the 
assi.stancc given to ail states on account 
ot loreign aid More spccitic ally, we find 
that a rupee incix'ase in central govern¬ 
ment transieis on account ot toieign aid 
IS assiK'iatcd with a reduction ot Ks I 62 
inothcTtranslcistostates I'hus.siateslhat 
arc able to piocure extei nal assistance end 
up having less assistance from the ccntial 
gt ivernmcnt <)n t he other hand, there seems 
to he- an incentive loi revenue effort, a 
rupee increase in slate gi i vernment’ s spend¬ 
ing financed by Us own lesouices in the 
previous yeai leads to a 12 paisc increase 
in central government iiansfurs in the 
iolkiwing ycai 

CON' I I Sl( IN 

Our research on tungihility shows (h.it 
aid maPers hut not in the way it is com¬ 
monly thought Donor- funded projects arc 
quite visible in India and tnany ol them 
aie successful loo But what wc .sec may 
not be what actually happens If aid is 
fungible - and this appears to be the ca.se 
in India - then a succes.sfuf donor project 
with a very high rate ot return could be 


financing something very different at the 
margin. Fungibility of aid may be good 
news for India as domestic spending 
pnonlies are unatfccicd. For Ihe donor 
community, however, the rc.suits indicate 
that successful execution ot their projects 
in the country could be providing an 
incompleic picture; the marginal use of 
■heir money and iLs overall development 
impact could be very different from that 
intended Perhaps a more effective way 
of disbursing aid would he to provide 
diiect budgetary support based on mutu¬ 
ally agreed development outcomes with 
monitorable indicators 

Notes 

rrhe rmdincs, intcrpietationv. and conclusions 
expiesscd in (his .uticle are entirely those of the 
dulhors, they do nut necesiianly repicscni the 
views of the World Bank, its executive direitois, 
or the rounitics they represent | 

1 rhis IS simihu to the 'in kind' transicr. (lor 
ev.iiiiple, d voucher piugnutiine) th.il are 
designed to influence individual behaviour 
■ire sub|eci to the tungibdity pruhlcni Recipi¬ 
ents oi food stamps - a roinmoii vuuihci 
scbeine - could mduce expenditures on foixl 
from their nim-f<Hid stamp income 

2 foreign aid in this atlicle teteis in otficial 
dcvciopnicnl assistance - grants plus 
concessional loans (hot have at least a ?S per 
ctiH grant somponeni from all oIIkiiiI bilat 
eial and iiiultil<ilCRil soiiiccs 

S Though wall a population close to v(X) mil 
linn Ihis translates into a per cupila assistance 
Ilf roughly T dollars pet year In comparison, 
dining the same penod Egypt n country of 
S(i million people - tcccived an average of 
I s billion dollais per year in loreign assis 
lance, whiih is loughly 6S dollars on a pit 
capita h.isis 

4 (.evvdVHi) foi csainple, has argued that aid 
ti msiers ins hide very hMcrogeneous s‘oin|ti>- 
iionls (e g, drought-related food tiansfcrsj and 
then. Ion- arc likely to have dilfcirnt iiiaiginal 
propensities lo consume and invest 

5 IVior lo an> disbuiNUinciit. however. .10 per 
i ent ot iIk‘ total alloc able amount through this 
channel is earmarked fur the gonurallv pooi 
and resiHiise sonstraincd stales, which air 
Arunnchal Pradesh. Assam. Himachal 
Piadesh lammu and Kashmir, Manipur, 
Meghalaya Mi/orani, Nag dand. .Sikkiin and 
fripuia The luiinula is applied lo t.S general 
categui V states - Andhra Pradesh, Bihar, Coa. 
Gujarat H<iryana, Karnataka, Kcialu. 
Maharashtra Madhya Pradesh. Orissa, 
Punjab, Rajasthan. Tamil Nadu. Uttar Pradesh 
and Wt I Bengal - which receive Ihe remain¬ 
ing 70 per cent 

h In leeent years, however, the piupoition of 
earmarked external assistance transfemrd to 
the slates has incieased to nearly l(K) per vent 
in most sectors in order to ease their le-source 
constraint and, thereby, improve aid 
uiilisatiun 

7 Aiiorrmt'gMic/tsagoodforwhichthequontUy 
demanded incieascs when income rises 

8 If they have identical ptefeiences, then the 
dislinuion between earmaiked aid or pure 
budgetary support has no meaning 


9 Information on Goa wax not available. 

10 "The Exlenwl Assistance made available by 
the donor countnes/institutions is mainly used 
for financing dcvelopmeni projects which 
involve capital investment of a high magni¬ 
tude", Etterml Asmumce. ministry of fi¬ 
nance, government of India 

11 We wem; unable lo decipher from our cenno- 
inetnc analysis whete t^s ilie lemainder of 
aid goes 

12 To examine the impact of secioi specific aid 
on secionil spending, we had lo use conces - 
sioiiary loans as the aid vanable since no 
sector infonnation is available on grants 
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DISCUSSION 


Farm Size and Productivity 

Manabendu Chattopadhyay 
Atanu Sengupta 


IN a recent polemic directed against our 
paper ‘Farm Size Pixxluctivity: A New 
Look at the Old Debate’ (.EPW, Decem¬ 
ber 27,1997), Graham Dyer {EPW, June 
27.1998) latses some relevant questions. 
His comments .seem to cast .senous doubts 
on the legitimacy of our findings. While 
admitting that the re.sults appear to be 
quite perplexing, given the current state 
of the debate. Dyer argues that it has very 
sicndei basis This note is an attempt to 
answer some ol the questions raised by 
Dyer so that mo.st ol the pnibahle mis¬ 
understandings which ie.suited fnim Dyer's 
prc.scntalions an.* claiiHed 
it IS cleat that Dyer argued on the fol¬ 
lowing important aspi'cts First, he ques- 
tioas *lie validity ol the data .set which he 
considers to be “somewhat compromised" 
(Dyer 1998 A-11.11.1 le feels that data on 
only one ciop. vi/. paddy, aie quite in¬ 
adequate to diaw conilusions regaiding 
si/c productivity lelationship. 'these 
anomalies in the data .set were lurthcr 
aggravated by the ainoiphous distinction 
amongst /ones and their classilicatioas to 
"developed” and "less developer!" ones 
Funhcnnoie. he is not clear whetlier we 
have u.scd net cultivated area or gross 
cropped area in our regression exercises 
Notwithstanding such data discrepancies, 
the methodology used by us at times is 
not quite coirect, as Dyer .seems to sug¬ 
gest In fact, he asserts that there has been 
a blind following ol Bhaltacharya and 
.Sami's (1972) techniques "without fully 
understanding the rnplications noted by 
the latter” (Dyci 1998 A-114) He also 
comments that ANCOVA technique ap¬ 
plied by us IS not valid and this may be 
jpplicr^ie only tor the log-linear model. 
Thus by all counts, our findings, though 
startling, are laden with .serious Haws 
In order to clear .some serious apprehen¬ 
sion of Dyer regarding the definitions of 
the regress and regressor used for mir 
legiession analysis, we state that we in¬ 
deed rcgie.s.scd value of output per unit of 
net cultivated area fV/A) iMi net cultivated 
area (A). Our findings are, therefore, not 
weakened by the introduction of a "sig- 
iiilicant bias” (Dyer 1998. A-1 IS]. 

It IS however true tliat our dau set wa.« 
somewhat limited since we could consider 
only one crop. viz. paddy. It would have 


been better if we could include more crops 
Adimtting this limitation, we can stress 
that paddy is the mo,st important and major 
crop in West Bengal agnculturc.* Hence, 
.study on paddy stmuld reveal most ol the 
important characteristics of the region 
where it is a majoi crop. A number of farm 
efficiency studies ha ve been based on major 
crop only.^ While data analysis based on 
a number ol crops would certainly pn»- 
ducc results which aic closer to reality, 
what wc wish to point out is that sufficient 
insights may also be gathered regarding 
farmer's behaviour while concentrating 
on a major ctop 

The zonal classification has been made 
by Comprehensive Scheme for Studying 
Cost of Cultivation (CSSCC) on the basis 
of various agriK lunatic factors A single 
zone may coni.iin blocks belonging to 
difTercntdistnc is ' Ourdistinction between 
developed and loss developed zones was 
based primarily on tainfall .since Indian 
agiiculture is highly dependent on rain¬ 
fall Systematic lainfali reduces the risk 
which may piovide an impetus towards 
adoption ol inrxlern technology. We con¬ 
sidered regions tecoiving normal annual 
rainfall (l.i50-2(H)0mm) as developed 
while those receiving above normal (ex¬ 
ceeding 2(K10mm) as well as below nor¬ 
mal (le.ss than I LsOmm) rainfall as less 
developed Wc agiec with Dyer when be 
points nut that stinie other relevant vari¬ 
ables may also help to classify the zones 
as developed and less developed. But non¬ 
availability of such data is a major con¬ 
straint lor such studies in India. 

Dyer feels ih.it we have “blindly” fol¬ 
lowed the methodology used by 
Bhattachaiya and Saini. In this context 
It may be imperative to note that Chatto¬ 
padhyay and Rudra (1976) noted that 
the work by Bhaltacharya and Saini was 
.statistically most extensive among avail¬ 
able works However, lack of any dis- 
aggiegated data prevented Chattopadhyay 
and Kudra from undertaking such studies 
Availability of disaggregated data for the 
year 1989-9(1, although inadequate, 
prompted C^hattopadhyay and Sengupta to 
pursue ngonius statistical analysis similar 
to that camcHl out by Bhattachaiya and 
Saini There is obviously no quc.stion of 
blindly following Bhattachaiya and Saini; 


It IS just that we have done similar analysis 
on the same subject. 

Dyer’s as.scnion about our conclusion 
on the nature of the si/A.--produetivuy re¬ 
lationship seems to be based on the fact 
that none of our zonal regicssions is sig¬ 
nificant, and that the numhet of .significant 
cases at the village level is also low There 
IS no justification, therefore, to cany out 
the combined x‘ test in such a context. 
Dyer concludes While agreeing that on 
the ha.sis of .stali.stical evidence wc do not 
have a .strong case to conclude that an 
inverse relationship between laini si/c 
and productivity exists, what may bc 
rcle vaiit to state here is that wc were guided 
more by Bhaltacharya and Sami’s asscr 
tion that most ol the village level legres- 
sions arc in.signiricani due to smallness of 
the sample si/e, and yet one may bi- 
interested in carrying out a combined x* 
test for finding the nature ol overall re¬ 
lation. Results of x‘ test for our study 
indeed suggest the existence of overall 
negative lelation between farm si/c and 
productivity Added to this is the tact that 
tlicie was a picpondcrancc of negative 
coefficients (although often not signi¬ 
ficant). particularly in the developed 
zones All these seem to give an indica- 
uon that the size-producti viiy lelation may 
often be negative, although for various 
constraints and limitations with the data 
It IS not possible t(> aincludc strongly 
whether the icIation is often negative at 
the village level in the sense of statistical 
significance. 

Dyer’s furthei comment that ANCOVA 
analysis is valid only for log lineat model 
IS rather misleading In a cmss-scction 
.study observations acro.s.s viilage'.//onc.s 
(mom cosetare likely tobehs'ieroscedastic 
Since ANCOVA prcsume.s that variances 
across such regressions are the same, lo'j 
linear model would be r losei to this as 
sumption than the linear model This must 
not, however, lead one to conclude that 
ANCOVA cannot be applied in linear 
models Lineai models are often u.sed fot 
various modelling con.sids'rations inilud- 
ing spccifisational aspect Api'iopnatcly 
speaking, whether linear ot log-linear 
models, application of ANCOVA would 
first require that the hypothesis of equality 
ol variances be tested. One need not, 
however, go into such ngorous applica 
lion of stalistitai tools in a .study like ours 
since the purptrsc of using ANCOVA was 
to lind Ihe possible elfcet of aggregation 
bias at villagc/zonal level. Moo'ovci. 
consideration of both the lineai and log- 
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linear models for our study was proraptoi 
basically by the visual inspection of scat 
ter diagrams ot V/A against A, both ai 
level and log values, which suggested that 
It was dilficult to choose between the two 
tunctional forms 

Dyer secncs to possess some weird 
notions regarding the mbustiie.ss of our 
resultsas againstthc work by Bhattacharya 
and Saini He argues that though wc gut 
similar results both lor the as well 
as the ANCOVA, oui re.sults wen' less 
robust His conclusion seems to be based 
on the tael that Bhattai harya and Suini got 
signi ticani results tor the OLS at the dislnct 
level while we did noi It may be pointed 
out that Bhattacharya and Saini (hem 
selves did not give much importance to 
this result and opted tor the x~ test lor 
iurthcrreinloi cing theirconc lusions Thus, 
it does not cairy much conviction to say 
that then icsults were quite robust while 
ours weie not at all. 

Given the sugge.stions and interpreta¬ 
tions that Dyer posited in his papet. we 
conclude by slating that due to limitations 
in our data as well as absence ol strong 
evidence by stime statistical criteria, our 
conclusions in the paper cannot he 
emphasised strongly fhis tact was noted 
in our papet also We never tried to 
“generalise" our tlndiiigs In all humility 
It may huwevci be pointed out that there 
are some indications in the present rural 
scenano ot West Bengal (hat small larm- 
eis are gradually becoming more cl ficient 
compaa'dtothclaigeroncs TInshasbeen 
possible partly due to the better availabil¬ 
ity ot agricultural inputs among the .small 
farming families and partly due to ihc 
institutional changes hiought about by (he 
implementation ot land reform 
programmes and the establishment ot the 
three-tier pamhayat system in the l9K0s 
in the rural West Bengal Howcvei. the 
only way to confirm such lindings is to 
carry out a primary sample .survey As to 
change of position ol one of the authors, 
there should he no dogmatic inclinations 
In the true scientific spirit ol mind, any 
genuine rescaicher must always he ready 
to evaluate the existing theoncs in the 
light ot changing empirical scenario 

Notes 

1 This piiinl ha' been Loncedert by Dyer hiinsell 
[Dyer im VI13] 

2 See, for example, Kumbhakar I9<13. 
Kumbhakor and Bhatiachorya 1042, Sidhu 
1074, Sidhu amt Baanunte 1979, Kaliraian 
1981, etc 

t Zone-IV for exampit i.uinpnses of some 
Mocks betongin^ lo Wc.sr Dinaipui distnci as 
well as some blocks of Hooghly distnet 
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Civil Society, Freedom and Democracy 

Smaller participatory bodies may provide avenues for greater interaction 
between decision-makers and the people and free associations of citizens 
may allow for the pursuit of diverse particular interests. But to secure 
individual liberty along with social equality, neither increased participation 
nor diversity of intermediary bodies is enough. Both remain inadequate 
in protecting the individual against abuse of power; indeed each of them 
can he appropriated to sanction majority practices and unequal structures 
of power. To safeguard against this possibility, it is necessary to go 
back in history and retrieve a nghts-based conception of civility, 1188 

Financial Autonomy for Local Governments 

Empowering panchayats or local governments in any developing country 
is a critical economic and political issue. While the ‘economics' pan is 
fairly clear, the political hurdles arc enormous since hierarchies which 
promote 'panchayats' may not be interested in providing them with 
(he required financial freedom 1197 

Municipal Finances: Tale of Five Cities 

Analysis oi municipal budgets can .show the extent to which poor quality of 
services is a result of inadequate availability and inefficient use of re.sources 
by city agencic.s. Comparative study of municipal budgets of five large 
Indian cities over a six-year period focusing on resource mobilisation 
and utilisation, allocation patterns and trends in important sources of 
revenue and in expenditure on important sectors across the cities. 1202 

India-Russia Economic Relations 

Wide year-to-year fluctuations characterise India's trade with Russia. 
While Russia is eager to sell India machinery and equipment and 
military hardware, India has to reckon with ad hocism in the manner of 
u.se of the lupce hoard at Russia's disposal with consequent acute 
uncertainty tor Indian exporters. 1215 


Family and the Elderly 

The well-being of the growing 
number of the elderly in India lies in 
their rcinaming in the joint household 
The joint household is undergoing 
severe stresses and strain, but also a 
process of adju.stment which may 
enable it to survive. 1179 


Endangered Sheep 

The requirement of raw wool for the 
carpet and other industries is growing, 
but wool pnxiuction by the sheep 
husbandry sector may fail to keep 
pace. Production conditions of raw 
wool in Rajasthan, the largest 
pitiducing state, particularly with 
reference to the shnnkage and 
degradation of grazing lands 1209 


Future Postponed 

Whether there were machinations by 
the ‘foreign hand' or not. Jyoti Ba.su 
was once again not allowed to become 
pnme minister. What is intriguing, 
iwwever, is nm the action of the 
Congress, but the behaviour of the Left 
and the CPI(M) in puticular. IIM 


Government Pay and Perks 

The national pay scene has grown 
ever more chaotic and nddM with 
anomalies. An even-handed survey 
that will be fair to the government 
employees and to the public that 
pays them is urgently needed. 1167 


Not By Prices 

The preoccupation with ‘semng pnccs 
nghl' to deliver higher growth and 
private investment m agriculture is 
misconceived The aggregate agncuitural 
.supply response with respect to barter 
terms of trade is ambiguous and certainly 
less significant than that with 
respect to non-pnee factors. 1220 


Internal Wars 

The political and financial aists of 
fighting internal wars have assumed 
senous proportions, thanks to the policy 
of relying on repression in prelereucc 
to democratic solutions and expansion 
of the goveromoit's welfare and 
development activities. 1171 


The Bomb and the Left 

The BJP has conducted nuclear tests and 
it IS very likely that the Congress will 
^ the .same way. The lead in die anti- 
nuclearmovcment must therefore be taken 
by the Left. But does the l.eft have a 
courageous, pnncipled and determined 
perspective on this issue?_1164 


Intellectuals and Rulers 

The role of intellectuals and cultural 
woikers as a social prop of the propertied 
ruling cla.s.s is common to all class 
societies, but what makes the Bangladesh 
situation unique is that almost the 
whole range of them is arrayed 
against the working people 1175 











LEi l ERS TO EDITOR 
Future of Urdu 

1 HAVH gicat respect for Ralph Russell 
bill I had 111 read his article (EPW, laimary 

2 S/*)-14) twice to understand his pui poit 
This IS because oi its pnilixity 

Ralph Russell rightly says that some I >'P 
Muslims arc tix> la/y to help themselves 
to preserve tlicir culture widiiii the means 
available to them. But he is speaking ot 
the uppcrcrust - the degeneiate elite whom 
Muix would have tcimed scab and scum 
ol society The Urdu-speakingartisansaiid 
workers who live lioni hand to mouth, did 
not have the means to resist the tormidahle 
gosetniTienial measuics taken m ellect by 
an empin' - which the ruling party then 
controlled to suppress a local group that 
had a leadership totally out ol tune w'lth 
the times unable to provide the strategy 
and tactu's that alone could have enabled 
the I'rdii-spcaking people tc' resist the 
onslaught llic I'idu-speaking non-Miis- 
liiiis weie iioeigled wiihlhcallegedcharms 
ot liimli- not icalisiiig that the Nagii script 
IS (insulted to writing Urdu foi definitive 
orexact pui|>oses icontusing Valecl’ with 
'jaleel' and 'paikhana' with 'parvana') 

Russell IS light that iJnlii works should 
also ap|K-ar in Hindi sciipt - largely this 
IS being done and should he done Roman 
(hdu should also K* pronuMed both tor use 
abroad and among special sections of the 
pc*ople like the .u my, w here' Urdu has a tiadi- 
tiuii But the thiuM must be on 'iiustauiiq' 

< sc 11 po'lont I assisted by c ompuier soltw ate 

Ralph Russe'l has rightly ciitieised 
certain ofiicially pauonised I hdu insiiiu 
turns which are inainl) stalk'd, according 
to public perceptions by ‘do nothings' 
Enormously incrcascil public igtiance is 
the only answer Ui t»iis The lolc ol the 
Muslim intelligentsia .md Muslim bureau¬ 


crats has not been .satisiactory. Thi.s is 
mainly due to tltcir ideological confusion 
and feat psychosis. They have mittguided 
the government on substantial issues. 
Instead ol taking advantage ol the work 
being done on Urdu in other countries 
espec tally Pakistan, mo.st of these (tensons 
thought they could show ihcir loyalty to 
the slate by denigrating Pakistan and 
calling Indian Muslims anti-national. 
Many ol them, after retiieinenl, have 
ambition ol becoming leaders ol the 
Muslim public - a (ask which some ol 
them arc ill-equippcd to pcrlorm 

Daniai La Mil 

New I)cl 

Mohammed Eeza (1929-99) 

THIi demise of Mohammed Ec/a, the 
illuctrious son ot a great .social and reli¬ 
gious it'loriner of Kerala, Vakkoni 
Moil la vi. has cast a lingering shadow ovci 
the cultural realm of the .state. A percep¬ 
tive writer and thinker, Ce/.a Iclt behind 
a 1 ich tt adition long sustained by Vakkom 
Mouluvi but lying dormant in the post- 
Moiilavi eta, which sought to combat 
religious conservatism and orthodovy 
while fully adheting to a genuine secular, 
pluralisl politiial agenda. 

Bom in lieza had his early edu¬ 
cation in the cisiwhllc Mate ot Travancorc 
III the most ditl'icult circum.st.mces He 
was only ihuv w'hen Vakkom Moulaii 
died aiid. theieloie, he had to learn by 
hiinself the \alue and signiticance ol u.' 
mission his latbei had undertaken which 
spanned ocer tliiee decades. Ec/.a went to 
Madias in puisuit of higher .studies and 
it was thcie that he came into contact with 
moilciii iicnds in Tsl ti. philo.sophy and 


poiitic.s. He came back to his home village 
a different man By that time Eeza had 
developed an intere.st in Marxism (of 
course, not of the Stalinist doctrinnairc 
variety) and even worked with the KSP 
(and subsequently the RSP) for a while. 
.Soon he found himself a prisoner in this 
field and decided to eschew party politics 
Thi.s. by and large, helped facilitate a safe 
return to the intellectual domain where he 
ttxik to wnitng, offering new insights into 
politics, literature, phikvsophy and rcligicm. 

Hera began his career as a teacher which 
he continued till rciircinent in the mid- 
l^kOs TTic earliest of his wntings ap- 
pean'd m (he 1950s in K Baiaknshnan’s 
Kaiumuh Ills writings also appeared in 
Mallttuhhoomi, Kala Kaumudi, Chitra 
Kunhiku, Kerala Kmunudt and Chmtha. 
Ec/a also wrote a lengthy article on Albert 
Camus which exposed the intellectual 
disiioncsiy of the critics of Malayalam 
lilcrattiic nt titat time who not only tailed 
to understand Camus' writings, but eon-' 
(inucd to cast aspersions on him Like¬ 
wise, Ee/a’s intervention in the context 
of the Shah Banu controversy provided a 
.sense ol diiivtion to (he ongoing Shariat 
debate He had warned that Muslim 
ottIuHloxy and fundamentalism would not 
only generate the potential for ruin and 
decay within, but hung in unforeseen 
consequences foi the secular labric ol 
sociciy l:e/a's loicbodings came true 
when both Islamic and Hindu fundamen¬ 
talists swelled their ranks, capitalising on 
each other’s unyielding conservatism This 
luithci lorccJ him lotake up an exhaustive 
siiidy on religious fundamentalism whic h 
ap|H.*aied in a senes ol articles in Chmtha 
weekly, undei the caption 'Islamic Funda¬ 
mentalism Myth and Realty' These 
articles reticeied his depth ol knowledge, 
leligious aiuincu. world vision and social 
commitment It is no exaggeration to say 
that there is hardly any work on the subject 
in Malayalam which paralleled the in¬ 
sights and scholarship of Heza. 

Mohammed Ecra was one of the found¬ 
ing aichitccts ol the Vakkom Moulavi 
Foundation which, since its inception in 
tlic early I98()s, has been a leading intel¬ 
lectual forum in the .state's capital. He was 
the manager of the Foundation till he 
bieathed his last on January 17, 1999, 
stnving hard to resuscitate the forgotten 
mission of Vakkom Moulavi. Eeza was 
a man of exceptional qualities and the loss 
of tilts genius has certainly cau.sed an 
mlellectuai vacuum in Kerala society. 
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Dithering over Cyber Laws 


I N September last year the secretary to the department oi 
electronics had told the press that an official draft of a 
‘cyber law’ was with the law ministry for approval and would 
be introduced in the forthcoming winter session of parliament. 
He also said that the new legislation would promote e- 
commerce and empower government departments to accept 
as well as issue electronic documents. But despite the claim 
that everything had been worked out in detail, the much- 
awaited Information Technology Bill is yet to see the light of 
day. It was not inutxluccd in the winter session of the parliament 
last year nor in any of the subsequent sessions. Now that the 
^ Lok Sabha has been dissolved, there is talk of the commerce 
ministry pushing for an ordinance on a cyber law. Apparently, 
the commerce ministry has also prepared a draft Electronic 
Commerce Act, 1998 with the help of a private agency. The 
draft Information Technology Act, which is available on the 
official website of the Electronics Department, and the draft 
Electronic Commerce Act, 1998 which has been prepared at 
the behest of the commerce ministry cover much common 
ground. It is, however, not known which draft has received or 
will receive the blessings of the law ministry, without whose 
clearance neither of the drafts can be brought forth either in 
the form of an ordinance or as an act of parliament. Besides, 
one wiiuld expect the vanous ministries to act in tandem 
instead of at cross-purposes in an uncharted area such as cyber 
law. What seems to be lacking is not only a co-ordinated effort 
i hut also a sense of urgency to pul in place a set of cyber laws 
that would help Indian business to avail of the ever growing 
opportunihes in electronic commerce that is witnessing nothing 
short of an explosive growth. This is unfortunate considei- 
ing that the prime minister himself took a bold initiative 
in constituting the National Task Force on Information 
Technology a year back in last May and included in it political 
heavyweights such as Jaswant Singh and Chandrababu Nairiu 
It is not lack of political will but apparently dithering and petty 
squabbles among the bureaucracy in the different ministries 
that is delaying enactment of suitable cyber laws. 

Existing penal and criminal laws are gn/ssly inadequate to 
grapple with computer-related crimes. Many countries in the 
developed world have enacted specific laws to prevent 
computer-related crimes including unauthorised access, 
falsification and erasure of data, hiuking and virus attacks, 
data and software piracy, etc. It is nobody’s case that the 
provisions in our existing statutes, which were enacted in an 
I v.ra when computers were not known, can adequately take 
care of such computer-related felony. Healthy growth of 
information technology requires a secure environment which 


can only be ensured by adequate legal provisions and .suitable 
enforcement measures. Specific legal provisions are also 
required for smooth conduct of electronic commerce. At 
present, ordinary commerce is carried on with the help of 
authenticated paper documents. By their very nature electronic 
documents are different and existing laws must be adapted to 
recognise and create paper equivalents of electronic documents 
such as contracts and title deeds. Accredited certification 
agencies are also required to be set up to authenticate elcctnimc 
documents and digital signatures so that electronic commerce 
can be carried on both at the national and international levels 
I-egal recognition of secure electronic transactions is also a 
must to foster electronic money payments and transfers. 
Moreover, the law must provide for detection of and action 
against increasing cyber frauds so that the interests ol 
consumers are safeguarded while buying goods, services or 
securities electronically. The legal provisions should also 
enable government agencies to prevent and delect crimes 
related toelectronic money laundenng. frauds against revenue, 
economic espionage, public morality and national security 

Another aspect of cyber law relates to data protection This 
IS an area which is unlikely to have the benefit of bureaucratic 
initiative and hence citizens must fight for adequate protection 
of personal data. Personal data should be held by any agency 
only for specified and lawful purposes for specified time and 
should not be used, disclosed or sold for any other purpose. 
The law must protect against unauthorised use of personal 
information including financial or medical records. 

The very fact that cyber laws are required to cover a wide 
and altogether new territory places a premium on greater 
transparency and public debate on the proposed legislation It 
must also be recognised that cyber laws framed today may not 
meet the needs of tomorrow considering the technological 
changes brou^t about by new innovations all the time 
Therefore, any set of cyber laws must also provide scope for 
changes in the future to be able to keep pace with technologv 
This can only be done by a constant review of the laws and 
interaction with other nations since, at the other end of the 
spectrum, cyber laws have to deal with a borderless world 
The concerned ministries of the government must move 
forward with a sense of urgency and transparency and initiate 
a public debate leading to enactment of a set of adequate cyber 
laws that have a built-in review mechanism. If the government 
fails to delivei, maybe a suitable law can be enacted at the 
initiative of an enlightened member of parliament. After .til, 
we have the example of the Computer Misuse Act, 1990of the 
UK which was piloted as a private member’s bill. 
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MAHARASHTRA 

Congress and SP 

CERTAINLY, given the lacklustie per¬ 
formance of the Shiv Sena-Bharattya 
Janata Party(SS-BJP) government in its 
fouryears of being in power, the prospects 
for the ruling SS-BJP alliance in the 
forthcoming Ixtk Sabha and Vidhan Sabha 
polls do not appear too bright. Yet, some 
recent developments in national and state 
level politics do suggest that the opposi¬ 
tion parties in Maharashtra may not be 
able to repeat theirimpressi ve performance 
of the 1998 Lok Sabha elections 

A major factor suggesting such a trend 
is the stand-off between the Congress and 
the Samajwadt Party(SP) at the national 
level which has had immediate repurcus- 
sions in Maharashtra since Maharashtra, 
because ol the large Muslim migration 
from Ilttai Pradesh to Mumbai and adja¬ 
cent urban towns, happens to be the only 
state other than UP where the SPean claim 
to have a presence Tlic SP was the main 
gainer in UP and Maharashtra ot the 
Muslim disenchantment with the Cong¬ 
ress In the post-Babn masjid peritxl. so 
much so that the Congress, the main con¬ 
tender in Maharashtra against the SS-BJP 
alliance, had to enter into a tie-up with the 
SP (and the Republican Party of India) to 
ptvsc an ctfectivc challenge to the ruling 
combine in the 1998 Lok Sabha polls. But 
after the attempt to install an alternative 
‘secular’ government at the centre falls 
through, the Congress, which is engaged 
in a direct confrontation with the SP over 
regaining the Muslim base in UP, has 
seized the opportunity to nail the SP for 
its ‘inflexible’ approach and thus betray¬ 
ing the Muslim cause The crossing over 
of the SP's Maharashti a unit president and 
the party’s lone MLC. Hussain Dalwai, 
along with some party oince-bearers and 
district unit chiefs to the Congress will lx. 
a boost to the party. 

Yet. so long as the SP’s four MLAs from 
Mumbai continue to remain with the party, 
the departure of Dalwai and his support¬ 
ers, who have no mass base, may nut 
substantially erode the SP’s ba.se in the 
city. This may, instead, cau.se problems 
for the Congress in at least four Ixik Sabha 
constituencies in the city where the SP 
claims to have a hold over iarge chunks 
of Muslim voies. The Congress-SP-RPI 
alliance in the last Lok Sabha election had 
won two and lost two ot these constitu¬ 
encies Even if the Congress, through the 
RPI, this time manages to .salvage non- 
UP Muslim votes in the city, the .split 
in the oppo.sition votes is bemnd to help 
the SS-BJP alliance m these four constitu¬ 
encies. 

OuLsidc Muirbai, where the SP has 
hardly any pre.\cncc and the Congress- 


RPI alliance is in tact, the ruling SS-BJP 
combine will be finding the going tough. 
The much trumpeted govemment schemes 
such as free housing for 40 lakh slum- 
dwellers, jobs for 27 lakh ymith and Zunka 
Bhakar stalls have fared disastrously. The 
Maharashtra Krishna Valley Development 
Project, floated with an eye on the Con¬ 
gress base in south Maharashtra, is facing 
opposition as contractors remain unpaid 
because oi the government’s financial pro¬ 
blems and the rehabilitation programme 
for the displaced is stiil unclear. The Nav- 
sanjivan scheme aimed at the upliftment 
of the tnbals of north Maharashtra has 
suficred a setback as cuts in financial 
allocation for health and nutrition pro¬ 
grammes last year have resulted in a sharp 
rise in infant mortality and ca.scs of severe 
child inalnutntion. Moreover, the resigna¬ 
tions of cabinet ministers Shashikant Sutar 
and fiabanrao Gholap over corruption 
charges, and ot the former chief minkster 
Manohar Joshi over his alleged involve¬ 
ment in a land scam in Pune, have put the 
ruling parties in the dock. Hie govemment 
IS dc.spcratciy attempting to camouflage 
Its failures by floating new schemes such 
as the Annapurna Yojana todi.stnbute sub¬ 
sidised wheat and rice to helow-povcrty 
line ration-card holtters, increa.sing the 
wages of sugarcane cutters by 2.‘i percent, 
and creating new districts and talukas in 
Vidarbha and Marathwada. The govern¬ 
ment’s decision not to conduct assembly 
polls along with the Lok Sabha polls is 
atso infonned by its awareness that it 
cannot face the electorate with its present 
dismal record Yet. what may ultimately 
sustain the ruling alliance’s hope ol put¬ 
ting up a better performance is that since 
the I99.S dssembiy elections the alliance's 
vote-share has increased from 29 to 41 per 
cent With the opposition alliance, which 
had garnered 49 per cent votes and muted 
the SS-BJP combine in the 19981 xik Sabha 
polls, under severe strain the ruling 
alliance may recover some of the ground 
lost in 1998 

TAMIL NADU 

Caste Violence 

THE myth that the rule of the Dravidian 
parties IDMK and AIADMK) had led to 
an end ti' the oppression of the depressed 
castes and communities in Tamil Nadu 
has been shattered many limes in the recent 
past The tenorisation of the dalit paliar 
labourers by the backward caste thevar 
farmers in collusion with the state admin¬ 
istration IS a case in point A vivid account 
of thc.se atrocities in Tamil Nadu is found 
in a report Broken People: Caste Violence 
agamxt India’s 'Untouchables’ released 
recently by the US-based Human Rights 
Watch to c'oincide with the birth anniver- 


saiy of B R Andietflcar. Both from this 
report and occasional investigations 
carried out by Indian human rights groups 
and the media it can be seen Aat oppres¬ 
sion on the dalits continues unabated in 
Tamil Nadu, whether it is niled by the 
AIADMK or the DMK. 

During her five-year tenure as chief 
minkster from 1991 to 1996, AIADMK 
supremo Jayalalitha was accused of bias 
because of her extension of privileges to 
thevar politicians (including her aide 
Shashikala) and appointment of thevar 
policemen in important positiona which 
enabled them to consolidate thdr power 
base. The shift in political power to the 
Karunanidhi-led DMK in 1996 did not 
lead to any change in the behaviour of the 
police and the administratipn. and Tamil 
Nadu has seen some of the worst casteist 
carnages during the last two years. On 
June 30,1997, in Melavaiavu in Madurai 
district, following the elections of a dalit 
a.s the president of the village panchayat, 
some members of the thevar community, 
who had earlier threatened to retaliate if 
any dalit was elected, murdered turn and 
five other dalits in public. They chopped 
off the panchayat president's head and^ 
direw it in a well. Till Februaiy this year the 
accused had not been pro.secuted. Those 
arrciited were released on bail, while the 
per.son identified as the ringleader ol the 
attack was still at large. In some villages 
in southern Tamil Nadu, where they arc 
in a minonly, the dalits face eviction by 
the higher caste villagers who, in order to 
drive them out. have quite often burnt their 
hou.scs - and in one case burnt alive adaht 
(in Mangepuram in Virudhunagar district 
on March 7. 1996). 

Most ol these anti-dal it attacks in T-wii i 
Nadu have been marked not only by the 
active collusion ot the local police but also 
by public participation of ruling {xiliti 
Clans In February 1998, during tlw pai^ 
iiamentaiy elections, villagers of GundiK 
patti in the Kodaikanai hills decided to 
boycott the elections, apparently because 
they could not accept any of the political 
parties or candidates who were contesung 
from their constituency. The ruling DMK 
therefore decided to teach them how to 
participate in the ’democratic process’ 
So, on Fdiruary 26,1998, DMK actlvisl^ 
along with policemen raided the village, 
looted and destroyed property and 
assaulted the villagers, especiallv 
women. Later the National Commission 
for Women, in an inquiry report on the 
incident, while condemning the attacks 
on women, blamed the Tamil Nadu 
police for taking sides ’’with a political 
faction". 

Although the DMK government has set 
up a state human rights commissios 
(SHRC) to demonstrate its adherence to 
Ae law, it blocks its investigations into. 
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hinwm rights abuses in an ingenious way. 
LikitheNatkmalHumanRigfttsConmiis- 
sion. SHRCs ate also denied jurisdiction 
over an investigation if the matter is pend¬ 
ing before any government-constituted 
commission. Taking advantageofthistegai 
jKovision, the DMK government sets up 
judicial commissions immediately alter 
caste clashes, thus pre-empting the SHRC 
from conducting its independent investi¬ 
gation. The state-constituted Judicial com¬ 
missions have generally given a clean chit 
to the police and the upper castes. 

RURAL CREDIT 

Interest Rates on 
Micro Credit 

A correspondent writer. 

SEVERAL aiipects of the credit policy 
announced by RBI call for comment. More 
than any other aspect, however, what 
wiUTant.s notice is the absence of recog¬ 
nition on the part of RBI that rural credit 
mA only deserves special attention in view 
of Its neglect m recent past, judged by any 
f measure, but also holds opportunities for 
the extension of bank credit in a situation 
when the real problem is not one of excess 
demand for credit but oi excess liquidity 
as IS borne out by the banks' holdings of 
govcronient securities above SLR to the 
extent of Rs S6.0(X) crore which is almost 
equivalent to the net borrowing budgeted 
for 1999-2000. 

Viewed in this light, an aspect of the 
credit policy that seems to have gone 
unnoticed, is the decision to leave to the 
discretion of banks intere.st rates charged 
on loans to micro-creilit organisations, or 
by these organisations to their members/ 
beneficiaries. This decision is said to have 
been taken in response to representations 
that interest rates on bank loans extended 
to micro-credit orgamiiations be left free 
to be decided by hanks a.s per normal 
policy and be not linked to the interc.st rate 
ceiling applicable on direct small loans to 
individual beneficiaries. 

Evidently, since hereafter interest rate 
on hank loans to micro-credit organisations 
will not be linked to the interest late ceiling 
applicable to direct small loans to indi¬ 
vidual beneficiaries, it will not be unfair 
to assume that the freedom given to hanks 
mchargeinteresi rates as per normal policy 
is tantamount to allowing them to charge 
rates higher than the rate ceiling appli¬ 
cable to direct small loans to individual 
beneficiaries. This decision contradicts the 
avowal by the RBI that “micro-credit in¬ 
stitutions and self-help groups are impor¬ 
tant vehicles for delivery of credit to self- 
employed persons, particularly women in 
roral and semi-urban areas” and that RBI 
''Atuichcs particular importance to the work 


of NABARD and public sector banks in 
this area”. 

The problem seems to be that RBL 
NABARD and public sector banks have 
yettorecognise fully thecnormouschange 
that is taking place in rural and semi-urban 
areas, particularly in those parts of the 
country where decentralisation has made 
headway. In this context it is relevant to 
take note of the observations of the chief 
minister of Kerala, E K Nayanar, in his 
note circulated at the meeting of the Inter- 
State Council on January 22 while de¬ 
scribing the exercise by his government 
in plan decentraiisauon. According to 
Nayanar, while the state's efforts were 
receiving encouragement from the Plan¬ 
ning Commission, other central agencies 
had not fully woken up to bring their 
functioning, particularly in the matter of 
extending rural bank credit, in line with 
the requirements of plan decentralisation 
He mentioned in particular that "in spite 
of our repeated requests to the Reserve 
Bank of India ovei the past two years or 
so that the formation of district and lower 
level credit plans ol the banks should be 
integrated with the KkuI level plans drawn 
up by the local bixlies. virtually no action 
has been forthcoming", lliis presumably 
IS tiue of that component of the distncl 
and local level rural credit plans of the 
banks which covers extension of bank 
credit to micro-ciedit organisations. 

The decision oi RBI announced as part 
of Its credit policy to give frci^m to 
banks to charge mieicst on credit to micro- 
credit organisations reinforces the impres¬ 
sion that nut only is there no genuine 
recognition of the significance of the role 
of micro-credit org.misations but also titerc 
IS a danger hercaftci that self-help groups 
formed at the initiative of the local bodies 
may well bcdi.scnininatedagainst inregard 
to interest rates on hank loans. Not only 
banks but even Re.serve Bank of India and 
Its .satellite institutions are evidently yet 
to incorporate full) rural credit into their 
dccision-makmg on overall credit policy. 

KOSOVO 

Limited US Options 

NATO has successfully proved in Kosovo 
that human nghts cannot be protected by 
bombs. After diplomatic efforts to force 
Yugoslav piesideiu Slobodan Milosevic 
to call off the cthnii cleansing in Kosovo 
failed, NATO .set out to prove that fear 
is the key. The plan was ‘smart’ incremen¬ 
tal bombing across Yugoslavia which 
would instil the tear of the US in 
Milosevic’s heart But Kosovars continue 
to be driven from their homes in increas¬ 
ing numbers Yogoslav ground troops 
continue to function much as before the 
NATO bombings The Issue of Kosovars' 


right to autonomy or self-rule has been 
bombed into the ground. 

It is another fear that is proving to be 
the key in this conflict - the US fear of 
engaging in a ground war, the US presi¬ 
dent’ s fear of lo.sing support at home if he 
orders ground troops into Kosovo, the fear 
of body-bags. Recent opinion polls in the 
US have shown that Amcncans arc divid¬ 
ed over whetiwr US interests are involved 
in the Kosovo conflict and whether the US 
should send troops into Kosovo. The pro- 
engagement Americans are a very slim 
majority. 

The US had already proved in the Iraq 
conflict that its ‘no-fly /.ones’ made no 
difference at all to Baghdad’s ability to 
control Iraq's northern and southern pro¬ 
vinces and their Kurd and Shia popula¬ 
tions, and that its bombings made no 
difference to Saddam except that it rallied 
the common Iraqis around him It is using 
this tried and failed strategy again against 
the better judgment ol US military heads 

Unlike in Iraq, the US cannot bomb 
civilian targets in Yugoslavia because the 
civilians in this ca.se arc Europeans It can 
go on bombing military and industnal 
targets and Milo.sevic can go on evicting 
Albanians in a war of nerves Milosevic 
IS far more likely to win such a war of 
nerves The bombings have probably 
a.ssured him sympathy of his own people 
The US president would not last as long 
because he will have to show results 
quickly to the American voters 

The US may soon have to face a choice 
between an ignominious abandonment ol 
Its stated aim of protecting the Kosovars' 
nghts and involvement of ground troops 
If Amcncan public opinion hardens agai nst 
involvement of ground troops. Clinton 
will be left with only the option of with¬ 
drawal. This choice will be made more 
difficult by current media hype, especially 
in the US, which is leading the people to 
believe that the US w'lth its smart hiimbs 
IS bound to succeed in its objective of for¬ 
cing Milosevic to negotiate. TTic Ameri¬ 
cans may be willing to debate the qucs'ion 
of whethei their country should play 
global policeman, but they would not 
easily contemplate the question whether 
their country can play global policeman 

Kosovo had autonomy within Yugolavia 
from 1975 to 1989. After autonomy was 
withdrawn, the Kosovo Albanians boy¬ 
cotted government institutions including 
elections. Over the past decade, they have 
held their own elections, run their own 
schools and hospitals and f ought thei r own 
battles. They can continue their struggle, 
probably with help from neighbouring 
Albania Kosovar rebels may win imle- 
pcndcnce without US help Whatever the 
outcome of NATO bombings, the US may 
simply have proved itself inelovani to the 
central issue at the end of it 
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CURRENT STATISTICS 


EPW Reaearch Foundatkm 


FDI approvals and ociimI flows slowed down in 1198 Since August 1991, approvals have leached $53 billion and inflows $15 billion, aboirt 30per 
cent of approvals USA connnues to dominate as the source of PDI, follotv^ by Mauritius which is used as a tax haven reasons; otherwise die 
UK. lapon and Gennany follow USA Fuels and tclecoinmunicatioas have obsoibed 50 per cent of FDI approvals. Statewise distribution has some 
large gaps, otherwise Maharashtra tops the list followed by Kanuiiaka and Tamil Nadu 
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4* Includes Rs 17,945 cnire im .HXiHint of proceeds (ruin KIRs suice August 28 (998, excluding them the 
would be 15 9 per cent and 15 6 per cent, respectively, bank depusils witlinul RIBs grew by 15 9 per cent 

Index Numbers of faidnslrut Fe’w.iry _ F iscal Year So Far 

Production (1993-94=1001 Weigitts Ft99 1998-99 1997-98 


General Index 100 00 149 2 1416(3 9) 136.1(6 5 

Muiing and Gnairying 1047 117 0 II8 7(-L7) 120 8(61 

Manufaclunng 79 16 155 1 145.3(4 3) 139.3(7 C 

Elecincity 10 17 134 6 11/ 1(64) 128 8(6 3 


Capital Market 


BSE SensKive index (1978-79=100) 
BSE-100 (1983-84=100) 

BSE 200 (1989-90=100) 

S and P CNX-50 (Nov 1 199.5=1000) 
Skmdia ODR Index (Jan 2. 1995=1000) 


Weights 

l‘»9 

1998-99 

1997-98 

19‘)7-98 


149 2 
1170 
I5S 1 
114 6 

141 6(3 9) 

M8 7(-L7) 

I4S .3(4 3) 

M; 1(64) 

136.1(6 9) 
120 8(6 2) 
139.3(70) 
128 8(6 5) 

137 6(6 6) 
1224(5 9) 
140 6(6 7) 
130 0(6 7) 

May 7, 
19<»<) 

Miitilh 

Ago 

Ye.tr 1999-2000 So Far 1998-99 

Ago Trough l^ak Trough IVak 


.5866(10) 111861(185) 99811(197) 7178(816.5) 
-25()2(-08) 41924(129) 45677(164) 24387(96) 

-29.36(-09) 37.593(12 1) 40790(15 1) 26580(109) 
12574(5 7) 35414(16 2) 28192(14 8) 25731(15 6) 

ml 16549(514) 12651(64 7) 4168(27 1) 

yrar-on-year ond the 1998.94 fiscal yeor growth ol money supply 
and 15 5 per cent, respeclively S after closure of gisvi accounts 

_ Full Fiscal Year Averages _ 

r 19‘)7-98 199(^.97 199.5-96 1994-95 


J) 1376(66) 1290(551 1223(128) 1084(84) 

I) 1224(5 9) M.5 6(-20) 117 9(96) 107.6(7 6) 

)) )40 6(6 7) 131 8(6 7) 123 5(1.3 8) 108 5(8.5) 

1) 130(86 7) 1219(39) 1173(8 1) 1083(85) 


Fj)d ul FikqI Year 


rough IVak 1998-99 1997-98 1996-97 


3108(-8 9) 
l628(-9 2) 
369(-9 4) 
l063{-9 3) 
767( 19 9) 


4070(8 4) 
1791(11 2) 
407(12 4) 
1172(12 1) 
958 


374(8-3 9) 
I65I(-2 7) 
380(08) 
1078(-.3 5l 
653(-30.5) 


389.3(15 8) 
1697(15 9) 
377(14 9) 
1117(154) 
94(81 1) 


3.3611-0.2) 
I464(-S 5) 
.328(-50) 
968 

93(8-4 4) 


Foreign Trade 


Expoits Rscinre 
DSSmn 
Imporu Rxerore 
U.S S )im 

Non-POL USSnin 
Balance of Trade Rs cron: 

US$ mn 


Feliniary 
■ 1999 


Fiscal Year So Far 
1998-99 1997-98 


Fall Fiscal Year 


11969 I26()84(I0<) 

2819 2995(8-2 9) 

1140.5 16028.1(16 4) 

.31.57 38071(2 3) 

2779 .32794(8 8) 

14.36 - 34199 

-.338 -8123 


I-110(87 3) 
10859(2 8) 
I17b5i(l06) 
37228(5 I) 
30116(14 4) 
23.552 
•6.370 


126280(63) 
33980(26) 
151554(91) 
40779(5 8) 
32.562(119) 
-25268 
-6799 


118817(117) 106353(28 6) 82674(18.5) 

.3347(85.3) 31797(20.8) 26330(184) 

138920(13 2) I22678(.36 3) 89971(231} 

.39132(67) 36678(28 0) 286.54(22.9) 

29096(-0 2) 29152(28 3) 22727(29 5) 



Apnl 20 

Mayl. March 31 


FordgB tbrebange 

Bexerves (excluduig gold) 

1999 

1998 

1999 

Month 

Ago 

Rs croic 

126828 

104346 

12.5446 

I3M 

US S mn 

29619 

26268 

295.10 

44 


Vanalion Over 


1999 2000 1998-99 


1835 229.35 22137 21649 -7302 18402 

292 3554 3607 5243 -3690 S640 


Ntnr\ (11 .'>u|ierscnpf numeiel denotes month to which figure relates, e g, supersenpt 3 stands for March, (ii I Figures in 
■ir over Die cumparalilrpiriM! of the previous year na niH available neg negligibte * unchanged 


brackets are percentage vanalions over the ipeeifled 
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RMPeign Investment Approvals and Actuals: A Profile 

(A) Foreign Calteborathm (FC) Approval! (D) Indiutrywisc Break-up of Foreign CoilahortHin Approvab 

. . ■ ■ —. - . . (August 1991 to December 1998) 



lotnl 

1998* 

1997 1996 

1995 

1994 





.1— 

1991-1998 





Name ot Industry 

Numbei of 

Aniouiu 

Pei 








Approvals 

ol 1-1)1 Cent to 

1 Total no of foreign coUabonitioii.s (technical and inve&tmcnt) 



—- 

Approval 

Total 

Approvals by 

14SSI# 

1786 

2.325 2303 

2337 

1854 


Tech 

Fin 

Ks cion. 


i)SIA 

3397 

193 

167 410 

593 

382 




-- 

—— 

II) KBI 

50.S3 

432 

801 719 

799 

702 

Basic Goods Industnes 

1240 

1326 

8 lli)<> 

44 7 

Hi) FIPB 

6101 

1161 

1357 1174 

945 

770 

Ferrous metals 

202 

138 

1275 

to 

2 No of foieign collaboration approvals involving foreign 


Non-ferrous metals 

29 

31 

771 

04 

investment 

8*198 

1191 

1665 1559 

1.355 

1062 

.Special alloys 

36 

20 

145 

0 1 

DSIA 

1016 

64 

48 99 

165 

92 

Miscfoihei Items) 

22 

39 

1181 

tn 

II) RBI 

1686 

31 

.385 295 

247 

201 

Mining services 

6 

16 

1777 

1 0 

III) PIPB 

5896 

1096 

1232 1165 

94.3 

769 

Power 

1.3 

1.14 

28540 

1> 7 

3 Total amount of foreign investmeni 



Power (oihei) 

86 

102 

18421 

1 (» 2 

(Rscrore) 18119#$ 

3081 

5489 3615 

.3207 

1419 

Oil lefiiiery 

1 

11 

4875 

*> 

1 ) SIA 

378 

72 

32 118 

30 

32 

Oil refinery (othei) 

21 

20 

3912 

22 

11 ) RBI 

1336 

19 

927 125 

54 

5.3 

Others (fuels) 

.39 

75 

20.30 

1 1 

ui) PIPB 

16425 

2990 

4530 3.372 

3123 

1.314 

Fertilisers 

53 

6 

247 

0 1 







Chemicals 

698 

6(>6 

11210 

6 2 

# Includes $8 proposals hv FIPB for GDKs/FCCBs involving investmeni 

Cetiieni and gypsum product 

33 

46 

703 

0 4 

ot Rs 1939crore 

$ Aiiiouni ul FIJI appioved US $ 52 95 billion Inppnix) 

Capital Goods industnes 

2669 

2219 

15278 

8 3 







Boilers and sicam plants 

40 

29 

118 

0 1 

(H) Actual Inflow of Direct Investment (Fill and NRI) (Rs trore) 

Computer hardwrr 

0 

X. 

0 

0 0 


— 

— 



-- 

Pnmc movers 

38 

22 

91 

0 1 

1 (lovt’s approval 311S2 

8240 

10128 5759 

.1869 

1501 

Electneal equipment 

779 

575 

4046 

2 2 

3 RBI's approval 

3279 

611 

867 620 

530 

.161 

Election ICS 

127 

220 

2165 

1 2 

1 NRI's scheme 






Others (s/w) clcctncal 

13 

21 

61 

0 0 

a per cent 

7421 

360 

1040 2062 

1971 

1119 

Automobile industry 

343 

211 

2977 

1 6 

h l(X) pci cent 






Otheis (Excl cars and aii/.a:al 

77 

109 

1482 

0 8 

1 GDRs/f'CCBs 

5889 

51 

3436 1645 

450 

107 

Industnal iiiachinciy 

7.16 

425 

|95k 

1 1 

s Amount of inflow.^ 3 1 7 

4059 

9.54 304 



Machine tools 

76 

84 

279 

0 2 

on transfer of 






Agnciiliural machinciy 

27 

9 

414 

02 

shares fnun 






Earth moving inaihinery 

.V 

19 

81 

()() 

a'sulem to 






Misc mcchaniial and engineeiing 

247 

.1.13 

1121 ) 

0 6 

non resident 






Medical and surgical appliances 

27 

42 

242 

0 > 

rmal 

53058 

1.3320 

16 425 10389 

6820 

128') 

Industnal instruments 

90 

67 

117 

0 1 

-- 


-- ■ 

-*-- 

— 

— 

Scieiilifik nisliuiiicnts 

14 

26 

61 

{'(1 

Id Kreuk-up of Foreign Direct Investment Proposals Approved 

MalhcinatiLal.surveying etc 

1 

4 

18 

<10 

-—- 

-— - 

— 

-- 


-- ► 

Defence industnes 

4 

1 

4 

OO 

Staicwisc 

No of 

Invest- 

Per Coiintiy- Invest 

Per 

Intermediate Goods Industries 

207 

412 

3587 

2 0 

POMIIOII 

Appro- 

Hleni 

Cent to wise 

ment Cent in 

Dyestulfs 


15 

107 

I) 1 

|Aug 1991 to 

vals 

(Rs 

All- Position 

(Rs 

lotal 

Rubber goods 

89 

81 

1(158 

0 r» 

Ian 1997) 


don;) 

India Up to f'lore) 


1 uather.leathei goods and pickers 

31 

130 

2 74 

i'2 




31 1.1 1998 



Glass 

28 

50 

1 142 

o'' 


‘ 


... - 


- — - 

Cerainic.s 

52 

128 

790 

0 4 

Nofthem Region 



US 

42609 

215 

riiiibcr Products 

2 

8 

!(■ 

0 0 

IX-lhi 

512 

17330 

17 1 Mauritius 

18395 

10 1 

Consumer Nnn-duiabic Industnes 

1149 

1886 

20021 

11 (1 

Harvaii i 

411 

1788 

1 8 UK 

13014 

72 

Pholugiaphic raw film and paper 

10 

y 

TO-5 

0 1 

Htnachal Pradesh 7(i 

330 

0 3 Ja|Kin 

7513 

4 1 

Drags and pharmaceuticals 

171 

116 

802 

0 1 

Puniab 

105 

821 

0 8 fiermnny 

6760 

17 

Textiles 

111 

413 

281I7 

1 ' 

Western Region 



•South Koica 

6041 

1 1 

Papei and pulp inul paper prod 

62 

9il 

2 1ll9 

1 t 

Guiarat 

548 

3763 

.3 7 Australia 

59(K) 

3 3 

Sugai 

1 

h 

looi 

l)f> 

Maharashtra 

1355 

12676 

12 5 Malaysia 

.5445 

3 0 

Fermentation industnes 

17 

41 

1126 

0 6 

Kajaslhan 

19 3 

600 

0 0 Israel 

4227 

2 ^ 

Food products 

118 

400 

8245 

4 ■* 

Eastern Region 



Ncthei lands 

4063 

•> 2 

Mannc products 

19 

68 

85 

o') 

Hihor 

69 

|3| 

0 1 Belgium 

3905 

2 2 

Misc (food products) 

(1 

1 

10 

0 0 

Oiissa 

77 

3791 

3 7 Cayman islan 3622 

2 0 

Vegetable oils and vanaspad 

3 

32 

194 

0 1 

West Bangal 

271 

52.59 

5 2 France 

3587 

2 0 

Soaps.cosmetics nnd toilet picparuiiuns 15 

13 

336 

0 2 

Nonh-eastcni Region 1S 

16 

neg Sinpapoie 

3.3(4 

» 8 

Misc ind (incI honi/floii/agro) 

619 

545 

2887 

1 (. 

Central Region 



Italy 

2688 

1 5 

Consumer Durable Industi es 

.10 

7(1 

545’ 

.1 () 

Madhya Piodesh 192 

5268 

5 2 Thailand 

2452 

1 4 

Comm office and household equip 

27 

43 

982 

0 s 

Utiar Piodesh 

395 

2445 

2 4 Switacilnnd 

2448 

1 3 

Passenger cars 

3 

27 

447< 

2 s 

Southern Region 



Canada 

2.345 

I 3 

Services 

4.32 

2.598 

56243 

31 (I 

Andhra Pradesh 439 

2511 

2 5 South Afnca 

1873 

1 0 

Computer software 

68 

685 

3241 

1 8 

Komaiako 

689 

5494 

5 4 Hongkong 

1743 

1 0 

Tclcxommuiiications 

109 

369 

12741 

IK 1 

Kerala 

104 

521 

0 5 .Sweden 

1427 

0 8 

Consultancy 

80 

.144 

1708 

0 9 

Pondirheny 

52 

253 

0 2 China 

69. 

0 4 

Air/sea iriinspuii 

n 

95 

2273 

1 3 

Taiiul Nadu 

812 

5469 

5 4 NRls 

7461 

4 1 

Financial servic'cs 

6 

235 

7144 

(') 




Euro Issues/ 

19410 

10 7 

Non-financial services 

19 

232 

2895 

1 6 

AH others (inci 



FCCBs/GDRs 


Banking services 

- 

16 

|7| 

1) ! 

unclassified) 

4047 

3.30.3.3 

32 5 All othcis 

104.32 

5 8 

Hospital and diagnostic ceiities 

7 

.50 

552 

0 ( 

Total 

10359 101494 

100 0 lotal 

181.392 

l(K)() 

Othei sers'iccs 

4 

31 

807 

0 4 







Hotel and inunsin 

112 

216 

(0)1 

: >J 







Trading 

16 

335 


,)7 







Grand Total 

5724 

8511 

181297 

ItKl •) 
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COMPANIES 
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ATLAS CYCLES 

Indigenous Development 

INCORPORATED in 1950. Atlas C ycles 
manufactured its firsi bicycle in 1952 
From an initial capacity to manuiacture 
120 bicycles per day, the company 
achieved an annual production of 
24.52.464 in 1997-98 'Hus phenomenal 
growth was made possible through con¬ 
tinuous capacity expansion and backward 
integration programmes Boasting oi an 
excellent inrra.structurc base, the company 
has manulacturing facilities at Sonepat, 
Rasoi.Sahibabad. ncarlX'lhi.andGurgaon 
Today the company has a total installed 
capacity to manuiacture 33.4(I.(KX) bi¬ 
cycles pet annum In addition it also 
manufactures acccssoiies at Sonepat and 
bicycle trames. forks and other steel tubes 
at Gurgaoii v. hich arc i apti vely consumed 
as well as sold in ihe dome.siic and expon 
markets. 

In 1997-98 the company pcrionned well, 
notching up a 75 5 pet cent increase in its 
htUlomlmc over 1996-97 While opeiat- 
ing profit was higher by 2.3 5 per cent over 
the same peritxi. intcmst charges declined 
by 12 4 per cent and depreciation was 
higher by 8 4 pei sent Though earnings 
pel share incrca.seu Irom Ks 8 2 loRs 14 .3, 
the company maintained the dividend laie 
at last year's level ol JS per cent Us share 
pnee currently lules around Rs 50 6 on 
the bourses, discounting its 1997-98 earn¬ 
ings by 3 5 times 

The company’s second bicycle plant at 
Sahibabad. which saw an upward trend in 
production during the year under review, 
has undertaken an ambitious expansion 
programme to enhance production capa¬ 
city to meet the growing demand and to 
offer hcttei pniducl und services. Though 
there was a slow down in some ol the 
consuinet industries, the company's tube 
mill ficrtormed salislacU^nly and its exi.st- 
ing range was enlarged by addition of new 
tube si7.e.s A hi-tech strip accumiiiaioi 
wa.s also installed locnhaiice rolling speed 
of the tube mill In oider to incn'asc the 
paint lile ot its bicycles, a new camel hack 
dip pointing plant was commissioned at 
Its Malanpur unit to impart high gloss to 
the high-tiukc black paint 

T he company has indigenously devel¬ 
oped md introduced in the capital market 
an 18” wheel children's hike undci the 
bland name Atlas Zoomer. besides a new 
26" wlictl ATB wPh a 3 -type Iranic which 
was chiistcned Atlas Freedom to com¬ 


memorate the 50th year of Indian inde¬ 
pendence Other new developnwnts in¬ 
cluded a 26“ wheel ATB with a 17" frame 
called Atla.s Fla.sh, a new roadster Allas 
.Super Strong bicycle, and a new hybrid 
bicycle Atlas Maestro. In addition, proto- 
iypc.s ol a number of new bicycles were 
developed and subjected to testing. The 
company al.so took in hand experimental 
work on a closed loop cooling system for 
process tanks for water conservation The 
company claims to have improved the 
eflicicncy ol its compressors by improv¬ 
ing the process of cooling by water It has 
modified its manufactunng processes by 
switching over to lower H P machines, 
thereby saving electricity. It has also 
substituted compact fluorescent bulbs for 
tubclights and the old incfficienl moiois 
have been replaced by new motors ot 
better etticicncy 

BERGER PAINTS 

Accent on Hechnology 

Berger Paints witnes.sed mixed pertor- 
mance in 1997-98 While net salts were 
highet by 11 8 per cent ovei 1996-97. 
operating piofit scs'med to be undei pres¬ 
sure with an increa.se of only 4.1 pci cent 
However, a sharp fall in interest charges 
(down 32 per cent) and tax provision (lower 
by 22 3 per t cm i helped the company post 
a 27 6 per tent inciea.se in Us hottomlinc 
This, despite a I0(t per cent incrca.se in 
depreciation 

F-ncoiiragcd by Us performance, the 
company t jiscd Ihe dividend rate Irom 60 
per cent in t he pre vious year to 70 per cent, 
and issued bonus shares in the ratio of one 
equity shaa* lor every share held This was 
also to Lelehrate the company's platinum 
jubilee year and its growth over the last 
lew years 

Broadly, the paints industiy can he 
classified into decorative and indu.strial 
segments In India, though the decorative 
segment dominates the industry, the market 
for indusinal paints has also improved 
.substanti il / in ruient years. While the 
decorative pa'iiis segment includes syn¬ 
thetic enamcK, distempers, emulsion paints 
and cement paints, the indmUnai paints 
sector int hides automotive, general in¬ 
dustrial. high performance powder and 
coatings, coil coatings and marine painLs. 
Though Berger Paints ts a major player 
in tlic paints industry and offers a whole 
range of architectural and deciuati vc paints 
and industrial paints, it is known more for 


Its decorative paints. In fact the latter 
contributed around 80 per cent to turnover 
in the* year under review. 

At present, the company has three 
manufactunng units located in Vallabh 
Vidyanagar (Gujarat), Howrah (West 
Bengal) and Pondicherry While it pres¬ 
ently has a total capacity to manufacture 
43,000 tonnes of paints, it plans to in¬ 
crease the capacity of its Pondicherry plant 
subject to maiket conditions. The capacity 
of powder coatings at its Howrah plant has 
already been doubled to 2,(XX) tonnes per 
annum. 

Berger Paints has an impre.ssive clien¬ 
tele whiqh includes .such names as Ashok 
Ley land, I'elco, Bajaj Tempo and 
Mitsubishi in the commercial vehicle 
segment It also caters to Ihe requirements 
ot the two-wheelers of Escorts Yamaha 
and Kinetic Honda 

Keeping in mind the competition ob¬ 
taining in the industry. Berger Paints is 
stressing improvement in technology. It 
has technical collaboration agreements 
with Teodur NV, Holland, lor sloving 
paints used by Ihe white giHuls market and 
with Valspar/Mohil. I'S, tor heavy-duty 
coatings used in oti-shore oil drilling 
platlomis It also has anothei agreement 
with Herbcits ot the Hoechst group tor 
automotive paints 

I'he company is al.so ltx;u.sing on mar¬ 
keting and has Already launched a com¬ 
puterised tinting system christened 
Golorhunk. which can produce about 
S.()(K) colouis in both enamels and emul¬ 
sion, with technology Irom Itultiiito ol 
Italy The company planned to set up more 
than 150 such machines all ovet the 
country 

MADRAS REFINERIES 

Capacity Expansion 

The public .sector company Madras Rc- 
finencs faa*d well in 1997-98. While net 
.sales increased by 9.1 per cent, operating 
profit was highei by 7 4 per cent over 
1996-97 Though interest charges were 
higher by 7 7 per cent, a higher non¬ 
operating income (due to insuranceclaims) 
and a iowennercase indepreciationcharges 
(up 3 per cent) helped the company post 
a higher hottomlinc Con.sequcntly, net 
profit .surged ahead by 26.5 percent With 
eaming.s pci share rising from Rs 7.1 to 
Rs 8 8, the company decided to raise the 
dividend rate from 25 per cent to 27.5 per 
cent. The company's.stock presently quotes 
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Atfaw Cycle Berger Paints Madras 
Industrial_Reflneries 


FiBancial Indicators 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

Inrom^apppoprlatlons 
t 'Net sales 

30066 

27776 

29984 

26817 

263332 

241320 

2 Value of production 

29853 

27788 

30818 

27050 

259438 

248786 

S Other Income 

265 

213 

348 

423 

6721 

1878 

4 TVuuf Income 

30118 

28001 

31166 

27473 

266159 

2.50664 

5 Raw matennlsysioies and 
spares consumed 

21551 

20550 

14779 

13298 

216001 

203647 

6 Other manufacturing expenses 

1.323 

1228 

5020 

4116 

2191 

2.387 

7 Remuneration to employees 

2274 

1984 

1720 

1414 

4613 

2885 

8 Other expenses 

3143 

2759 

6304 

54)5 

8175 

8979 

9 Operating profit 

1827 

1480 

3.343 

3210 

35179 

32766 

10 Interest 

684 

781 

.572 

841 

I4I87 

13170 

11 Gmu profit 

1062 

708 

2857 

2496 

22533 

19585 

12 Depreciation 

437 

40.3 

.333 

166 

8085 

7850 

13 Profit before tax 

625 

305 

2524 

2330 

14446 

11732 

14 Tax provision 

160 

40 

700 

901 

1518 

1514 

IS Profit after tax 

465 

265 

1824 

1429 

12928 

10218 

16 Dividends 

93 

72 

881 

554 

4367 

3946 

17 Retained profit 

.372 

193 

943 

875 

8561 

6272 

l.iabilities/asseU 

IX Raid-up capital 

355 

353 

1171 

881 

14710 

14361 

19 Reserves and suiplus 

4001 

1654 

7057 

5257 

76745 

65745 

?() Uong-tenn loans 

.5607 

6210 

96X 

*).).5 

86974 

71222 

i 1 .Short-term loans 

NA 

NA 

2927 

3932 

4431 

22480 

.12 Ot which hank borrowings 

NA 

NA 

2927 

)732 

4431 

12980 

Z 1 Gross fixed assets 

6X62 

6459 

5986 

4453 

157471 

149267 

.'4 Accumulated depreciation 

3258 

2X04 

1594 

1259 

62313 

54147 

2*' insentones 

21.53 

2297 

6722 

56)6 

48172 

76410 

26 lutdl assets/liabilities 

12587 

I222K 

17301 

14509 

479194 

455986 

Miscrliancoas items 

27 Excise duly 

NA 

NA 

4876 

4))7 

8676 

8191 

2X Gross value added 

3X77 

3454 

527) 

4693 

36727 

.34.351 

29 Total foreign exchange income 

1240 

12.32 

28 

36 

NA 

57 

10 Total foreign exchange outgo 

276 

55.1 

2865 

2755 

2.30353 

263531 

Kr) finandal and performance ratios 
11 Turnover ratio 

(sales lo total assets l (%) 

2.38 87 

227 15 

17.3 31 

184X3 

54 95 

52 92 

12 Sales to total net assets (9E) 

.301 78 

271 86 

247 .33 

24)68 

144 01 

1.38 84 

T1 Gross value added to 
gross fixed assets (‘X) 

.56 50 

53 48 

88 06 

105 )9 

23 32 

23 01 

14 Return on investment 

(gross profit to total assets) {%) 

8 44 

5 79 

16 51 

17 20 

4 70 

4 30 

tv Gross profit to soles 
(gross margin) (%) 

.3 53 

2 55 

9 53 

9 31 

8 56 

8 12 

<6 Operating prufil to sales (%) 

6 08 

5 13 

II 15 

11 97 

13 36 

13 58 

17 Profit hctoie tax to s.de.s (%) 

2 OX 

1 10 

8 42 

8 69 

5 49 

4 86 

IX fax provision to 
prufil before tax (9 1 

25 60 

13 II 

27 7.3 

* 38 67 

1051 

12 90 

19 Profit after tax to net worth 
(return on equity) (%) 

10 67 

661 

22 (7 

2)28 

14 14 

12 76 

40 Dividend (%) 

25 00 

25 00 

70 00 

60 00 

27 50 

25 00 

41 Earning per share (Rs) 

14 31 

8 20 

15.58 

It. 22 

8 79 

7 12 

42 Book value per share (Rs) 

119 38 

108 45 

68 45 

67 13 

62.17 

.55 78 

43 P/E ratio 

3 54 

NA 

4 35 

NA 

3 5.3 

NA 

44 Debt-equity ratio 

(adjusted for revaluouon) (%) 

143 40 

175 77 

12 08 

15X1 

95 10 

88 91 

45 Short-ierm bank borrowings 
toinvcniones (%) 

NA 

NA 

4.3 54 

66 22 

9 20 

1699 

46 Sundry creditors to 
sundry debton (») 

37 67 

34 49 

S> 02 

52 36 

2147 66 5.552 96 

47 Total ruinunenition to employees 
to value added (%) 

58 65 

.57 44 

32 63 

.30 13 

12.56 

8 40 

48 Total remunerauon to employees 
to value of production (%) 

7 62 

7.14 

5,58 

5 2.3 

1 78 

1 16 

49 Gross fixed assets fonnaiion (%) 

6 24 

9 92 

34 43 

5)45 

5.50 

.3 97 

50 Growth in inventories (%) 

-6 27 

-12 40 

19 27 

7 35 

36.96 

70.30 


NA means not available 


at around Rs 31 on the bourses, discount¬ 
ing its 1997-98 earnings by 3 5 times. 

The company has now doubled its 
borrowing limit to Rs 2.000 crore in view 
of its Rs 3,000 crore capital expenditure 
programme which is to be implemented 
over the next five years and its heavy 
outstanding from iIk Oil C'o-ordination 
Committee. Madras Refineries has already 
obtained clearance from the government 
to expand its refining capacity at Manali 
by another 3 million tonnes per annum 
The expansion programme envisages 
setting up of a hydrocrackcr unit as ihe 
main secondary pnKcssing facility with 
suitable process integration with the ex¬ 
isting refinery. After the implementation 
of the proposed expansion project, which 
is expected to cost Rs 2,000 crore, the 
company’s refining capacity wilt increase 
to 10 million tonnes 
The company plans to .set up a 2.'>0 MW 
power plant as a joint venture neai its 
existing refinery at Manali, the fuel foi 
which will be the refinery’s heavy n'sidue 
This IS expected to co.sl around Rs 1,100 
crore The company has obtained final 
clearance for its Rs 766 crore diesel dydro 
dc-sulphunsation project at Manali 
With crude oil availability being a major 
concern, Madras Refincncs plans to in¬ 
stall crude receipt facilities at Naga- 
pattinam forimportingcnide.ltisronsidet- 
ing vanous options for setting up manne 
taciiities, including provision of a fixed 
jetty. The setting up of its own port faaht} 
will al.so cut down on crude petioleum 
transportation cosLs. The 2 million tonnes 
facility, which is expected to cost Rs 50 
crore. is expected to feed crude to the 
company’s Cauvery Basin refinery in 
eastern Tamil Nadu and is being pan 
funded by the Calcutta-based IBP com¬ 
pany This will help the refinery lo a great 
extent 

TTiough the Cauvery refinery has a low 
uneconomic si/c of 5 lakh tonnes per 
annum, the negligible cost ot transpor.ing 
crude was to offset this disadvantage and 
It was set up to cxclu.sivcly utilise crude 
output from the ONGC’sha-sin Pniximity 
* T the demand centres means lower trans¬ 
port costs on the distnbution front too 
Unfonunatcly. crude throughput In-in 
ONGC fell short and the refinery operated 
only at 7(1 pei cent eapaciiy This loo w as 
possible only after il had transported crude 
by road all the way from Manali 
Meanwhile, for the fust six months of 
1998-99 the company achieved a sales 
turnover of Rs 1.720 cit*re. while profit 
before tax stood at Rs 8f crua' as com¬ 
pared to Rs 70 crore in the convs|M)n<iing 
penod of 1997-98. 
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Ul Bank of America 

BANK OF AMERICA 

NATIONAL TRUST & 

SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 

BAIANCE SHEET AS ON MARCH .?/. 1999 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1999 



As nn As on 

March 31. March 31, 
1999 

Rupees R 
in (lOOs 




Year Ended 
March 31. 
1999 
Rupees 
in 000s 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Borrowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks and 
Money at Call and 
Short Notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 
Bills for Collection 
Notes to Accounts 


1 2.000 2.000 

2 6.389.426 6,025.951 

3 35.018.533 38.603.566 

4 26.052.812 20.141,975 

5 4.889,399 3.883.667 

72.352,170 68.6.57.159 


6 t,249.898 4.618,981 

7 5.521,928 690,940 

8 22.028,725 19.169.658 

9 36.331.399 38.441,408 

10 531,785 545.389 


4.688.435 5.190.783 

72,352.170 68.657,159 


12 315.870.461 342.744.572 

1.378,953 1,765.717 


1. INCOME 

Interest earned 
Other income 

TOTAL 


EXPENDITURE 


9,175.255 7,254,090 
1,074,233 1,546,595 


10,249,488 8.800,685 


Interest expended 

15 

5.973,087 

4,520,374 

Operating expenses 
Provisions and 

16 

1,410,077 

1.255.453 

contingencies 


1.424,079 

1,254.845 

TOTAL 


8.807.243 

7.030,672 


3. NET PROFIT FOR 
THE YEAR 



1.442.245 1,770.013 


545.389 4. APPROPRIATIONS 


Transfer to Statutory 
Reserves 

Transfer to Revenue 
and Other Reserves 

TOTAL 

Notes to Accounts 


288,449 354,003 

1,153.796 1,416,010 


1.442.245 1.770.013 



Schedules referred to above form an integral part of the 
accounts 

As per our report attached 


For A.P. SANZGIRI & CO. 


CHARTERED ACCOUNTANTS 

Sd/- 

Sd/- 

ARUN DUCXIAL 

ABHUrr P. SANZGHH 

MANAGING DIRECTOR 

PARTNER 

NEW DELHI. May 1. 1999 

MUMBAI. May 5, 1999 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31. 1999 



As on As on 
March 31, March 31, 
1999 
Rupees 
in 000s 


SCHEDULE 1 > CAPITAL 

1. Deposit with Reserve 
Bank of India under 
Section II(2KbKii) of the 
Banking Regulation Act, 1949. 

2 Amount brought in as 
start-up capital 

TOTAL 


SCHEDULE 2 - RESERVES 
AND SURPLUS 

1 Statutory Reserves 
Opening Balance 
Add: Transfer from Profit 
and Loss Account 


2 Capital Reserves 
Opening Balance 
Add: Iransfer from Revenue 
^ Reserves 

Add: Amounts due to Head 
Of^ce. capitalised 
Add: Amount remitted 
by Head Office 


3. Revenue and Other Reserves 
Opening Balance 
Add: Transfer from Prefit 
and Loss Account 


Less: Transfer to Capital 
Reserves 

Less. Profit remitted to 
Head Office 



March 31, March 31, 


1999 
Rupees 
in 000s 


1998 
Rupees 
in 000s 


TOTAL 


1,563,778 

1,080.000 

2,000 

2,000 

2,000 

2.000 

1,258.043 

904,040 

288,449 

354,003 

1,546,492 

1,258,043 

3.349,857 

2,579,857 

118,051 

770,000 

8.730 

Nil 

212,500 

Nil 

3,689,138 

3,349,857 

1,418.051 

772,041 

1,153,796 

1,416,010 

2,571,847 

2,188,051 

118,051 

770,000 

1300,000 

Nil 

1,153,796 

1,418,051 

6389.426 

6,025,951 




SCHEDULE 3 - DEPOSITS 

A I Demand Deposits 
i) From Banks 
li) From Others 

II. Saving Bank Deposits 

III. Term Deposits 

i) From Banks 

ii) From Others 

TOTAL 

B i) Deposits of Branches 
in India 

ii) Deposits of Branches 
outside India 

TOTAL 

SCHEDULE 4 - BORROWINGS 

A Bonowings in India 

i) Reserve Bank of India 

ii) Other Banks 

lii) Other Institutions 
and Agencies 


B Borrowings outsioe India 
TOTAL 

Secured bonowings in 
A and B above 

SCHEDULE 5 - OTHER 

1 lABILITIES AND 
PROVISIONS 

1. Bills Payable 

2 Interest Accrued 

3 Others (including provisions) 

TOTAL 


68,306 

6,380,439 


67,974 

6,106.210 


2.937,190 2,562.385 


Nil 

25,632,598 


Nil 

29.866.997 


35.018,533 

38,603,566 

35.018.533 

38,603,566 

Nil 

Nil 

35.018.533 

38.603.566 

2,540.000 

13,514,000 

818,300 

5.092,250 

3,045,000 

2.521.000 

19.099,000 

8.431,5.50 

6,953.812 

11,710,425 

26.052,812 

20.141,975 

Nil 

Nil 

1,017,137 

614.969 

3.257.293 

1.119,867 

785,174 

1,978,626 

4,889,399 

3.883.667 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31, 1999 



TOTAL I & II 


As on 
March 31, 
1999 
Rupees 
in 000s 



SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

1. Cash in hand (including 
foreign cunency notes) 

2. Balances with Reserve 
Bank of India 

a) In Current Accounts 

b) In Other Accounts 

TOTAL 

SCHiaiULE 7 - BALANCES 
WITH BANKS AND MONEY 
AT CALL AND SHCHIT NOTICE 

I IN INDIA 

i) Balances with Banks 

a) in Current Accounts 

b) in Other Deposit 
Accounts 

ii) Money at Call and 
Short Notice 

a) with Banks 

b) with Other Institutions 


II OUTSIDE INDIA 

i) in Current Accwints 

ii) in Other Deposit Act 
lii) Money at Qdl and 

Short Notice 



80,577 

51,611 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

80,577 

51.611 

8,681 

8,129 

5,432,670 

631,200 

Nil 

Nil 

5,441,351 

639,329 

5.521,928 

690,940 


SCHEDULE 8 - INVESTMENTS 
I Investments in India 

1. Government Securities 14,872,032 

2. Shares 600 

3. Debentures and Bonds 7,156,393 

4. Others Nil 


5 Less Provision for 
depreciation 



II. Investments outside India 
TOTAL I A II 


HO 


22,028,725 

Nil 


4,169,469 

437,143 


19,169,658 

Nil 


19.169,658 

Nil 


SCHEDULE 9 - ADVANCES 

A. 1. Bills purchased and 

discounted 

2. Cash Credits. 
Overdrafts and Loans 
repayable on demand 

3. ’^erm Loans 

4 Les.s; Bills Rediscounted 
TOTAL 

B. I. Secured by tangible 

assets 

2 Covered by Bank/ 
Govemmoit Guarantees 

3 Unsecured 

4 Less. Bills Rediscounted 

TOTAL 

C. I. Advances in India 

1 Pnonty Sector 

2 Public Sector 

3 Banks 

4 Others 

Less. Bills Rediscounted 



22,028,725 19,169,658 


II. Advances outside India 
TOTAL 

SCHEDULE 10 - FIXED 

ASSETS 

I. Premises 

Cost as at April 1, 1998 
Additions during the year 
Revaluauon diuing the year 

Deductioas during the year 


Accumulated depreciauon 
to date 


Capital works in progress 
TOTAL 


As on As on 
March 31, March 31, 
1999 1998 

Rupees Riqiees 

in 000s 


7,283,918 5,919,848 


15,885,215 16,422,950 
16,220,081 18,252,421 

39,389,214 40,595,219 
3,057,815 2,153,811 

36,331,399 38,441,408 


17,911,736 20,732,582 


3.115,133 

18,362,345 

39.389.214 

3,057.815 

36,331,399 


4,659,551 

15,203,086 


8,572,420 

1 , 000,000 

143,845 

29,672,949 

39,389,214 

3,057,815 

36.331.399 

_ 

36.331.399 


7,415,952 
2,536,356 
107.428 , 

30,535,483 ' 
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m Bank of AmcNlca 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31. 1999 




As on 
March 31. 
1998 
Rupees 
in (X)0s 

! ■ - - ■ 

As on 
March 31, 
1999 
Rupees 
in 0(X)s 

As on 
March 31. 
1998 
Rupees 
in 000s 

11. Other Fixed Assets (induding 
Himiture and Fixtures) 

Cost as at April 1, 1998 
Additions during the year 

772,710 

103,045 

639,180 

162,705 

SCHQXJLE12 - CONTINGEl^rr 
LlABlLmES 

1 Liability on account of 
outstanding forward 
exchange contrurts 

1 


Deductions during the year 

875,755 

95,869 

801,885 

29,175 

294.815,666 

325,037.391 

Accumulated (tepreciation 
to date 

779.886 

495,777 

772,710 

488,418 

2. Guarantees given on behalf 
of constituents 



Assets under installation 

284,109 

23,816 

284,292 

23.586 

(a) in India 

11.455.153 

9.255,052 

1 

.307,925 

307.878 

(b) outside India 

Nil 

Nil 

TOTAL I & II 

531,785 

545.389 

3 Acceptances, endorsements 
and other obligations 



SCHEDULE 11 - OTHER 
ASSETS 

i 


8.265.787 

8,211,954 

1 Inter-Office Adjustments (net) 

2 Interest Accrued 

L Tax paid (net of liability) 

4 Stationery and Stamps 

5 Others 

82,398 

575,789 

304,091 

3.501 

3,722,656 

430.643 
632.455 
1.106..536 
3.561 i 
3.017.588 

4. Other items for which 
the Bank is contingently 
liable 

1,333,855 

240,175 

TOTAL 

4,688.435 

5,190,783 

TOTAL 

315,870.461 

342.744.572 








SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31. 1999 



Year Ended 

Year Ended 


Year Ended 

Year Ended 


March 31, 

March 31, 


March 31, 

March 31. 

i 

1999 

1998 


1999 

1998 


Rupees 

Rupees 


Rupees 

Rupees 


in 0(X)s 

in (XX)s 


in 000s 

in OOOs 

SCHEDULE 13 - INTEREST 



3. Profitf(Loss) on revaluation 



EARNED 



of investmenu 

(300) 

Nil 

1 Interest/discount on 



4. Profit on sale of land. 



advances/bills 

6,197,111 

5,177,567 

buildings and other assets 

2,267 

1,005 

2. Income on investments 

2,445,560 

1,841.908 

5. Profit on exchange 



3. Interest on balances with 



transacuons 

464,507 

483,381 

Reserve Bank of India and 



6. Miscellaneous Income 

18,455 

13,218 

other inter-bank funds 

4. Others 

TOTAL 

71,702 

460,882 

9,175,255 

55,991 

178,624 

7,254,090 

TOTAL 

1,074,233 

1.546.595 

SCHEDULE 15 - INTEREST 
EXPENDED 



SCHEDULE 14 - OTHER 



1. Interest on deposits 

4,253.159 

3,627,649 

INCOME 



2. Interest on Reserve Bank 



1- Commission, exchange and 



of India/inter-bank 

1,719,329 

599 

889,464 

3.261 

brokerage 

1 2. Profit/fLoss) on sale of 

654,757 

s* 

597,479 

borrowings 

3. Othen 

1 investments 

(65.453) 

451,512 

TOTAL 

5,973,087 

4.520.374 

L .. 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDUN BRANCHES) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31, 1999 



Year Ended 

Year Ended 


Year Ended 

Year Ended 


March 31. 

March 31, 


March 31, 

March 31, 


1999 

1998 


1999 

1998 


Rupees 

Rupees 


Rupees 

Rupees 



in 000s 


in 000s 

in (XX)s 

SCHEDULE 16 - OPERATING 



6. Directors’ fees, allowances 



EXPENSES 



and expenses 

145 

120 




7. Auditors' fees and expcn.scs 

800 

800 

1 Payments to and provisions 



8. Law charges 

6,943 

9,402 

for employees 

442.451 

381,517 

9. Postages, Telegrams. 



2 Rent, taxes and lighting 

162,335 


Telephones, etc. 

100,031 

98,435 

3 Pnnting and stationery 

41,191 

46,621 

10. Repairs and maintenance 

90,062 

58,769 

4 Advertisement and 



11. Insurance 

4,052 

2,243 

publicity 

5 Depreciation on Bank's 
property 

17,637 

31,404 

12. Other expenditure 

436,916 

402.449 

107,514 

98,192 

TOTAL 

1,410.077 

1,255,4.53 


SCHEDULK 17 - NOTES TO ACCOUNTS 

I ACrOUNTINO POLICIES 
a| Accounting Conventions 

The Financial Statements are drawn up in acLordance with hiatoncai cost convention on accrual basts except in case of 
commission on guarantees and letters of credit, income on non-performmg assets and payments undei the Eaily Voluntary 
Retirement Scheme of 1988 frefcr note 2). which are accounted on cash basis 

b) Transacttons Involving Foreign Exchange 

Assets and Liabilities in toieign currencies arc translated into Indian Rupees at rates current at Balance .Sheet dale as presenbed 
by FEDAl The net exchange difference arising thereon is charged or credited to the Profit and Loss Account as prescribed 
by the Reserve Bank of India (RBI) Income and expenditure items are translated at the exchange tales prevailing on the 
dale of transaction 

Outstanding forwaid exchange contisicts. except currency swaps, are revalued at rates of exchange notified by FEOAl 
prevailing at the year end .ind the resulting profits or losses are included in the Profit and Loss Account Currency swaps 
are revalued at rates of exchange derived internally on the basis of market quotes 

c) Investments 

All investments held by the bank are ‘current investments' and aie valued at lower of cost and market value in aggiegate 
for each category as per RBI guidelines In case where market quotes are not available, trading securities are earned at 
cost or valued at RBI prescribed “yield to maturity” basis, whichever is lower Treasury Bills. Pnvately Placed Promissory 
Notes and Negotiable Certificates of Deposit are valued at carrying cost 

d) Fixed Assets 

Fixed Assets, other than Premises, are stated at cost less accumulated depreciation Depreciation is charged on the straight 
Lne method, at rates higher than those pre.scribed in Schedule XIV of the Companies Act, 1956, as per the global policy 
of the Bank Depreciation in respect of revalued assets is provided for on the revalued amount and charged to the Profit 
and Loss Account 

e) Advances 

Advances are stated net of provision for doubtful advances in accordance with the norms prescribed by the RBI 

n staff Beneau 

The bank has provided for gratuity on the i.asis of actuarial valuation at the year end Separate funds for provident fund 
and pension, recognised under the provisions of the Income-tax Act l%l, have also been created Contributions to these 
funds have been chaiged to the Profit and loss Account, 
g) Net Profit 

Piofit for the year is arrived at after providing for doubtful advances, adjustmenu on valuation of cunent mvestinents at 
lower of cost and market value, and Uxes on income. 

2 The liability pertaining ;o employees who reured under the Bank’s Early Voluntary Reurement Scheme of 1988 is bang accounted 
for as and when it falls due under the Scheme The liability under the Scheme as on March 31, 1999 as actuarially determined 
IS Rs I.374.P00 

t Investmems include bonds valued at Rs 48 23 million (face value Rs. 50 million) which were misplaced m transit. Necessary 
action in terms of lodging FIRs with the Police and noUfying the issuers of the bonds has been taken. The Bank conunues to 
hold valid legal title to the bonds 
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BANK OF AMERICA 

NATIONAL TRUST & 

SAVINGS ASSOCIATION 

Bank of Americ^a (Indian branches) 

SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 

THE YEAR ENDED MARCH 31. 1999 


4. Ratio oi cmital fonda to risk-weighted assets as at March 31, 1999: 

a) Tier 1 Capital 8.89% (Previous Year; 8.54%) 

b) Tier II Capital • 0.37% (Previous Year: 0.41%) 

c) Total Capital • 9.26%4Pkvioiu Year: 8.95%) 

5 The percent^e of net non performing assets to net advances as at March 31, 1999 is Nil (Previous Year. 0.17%) 

6 Provisions and Contingencies in the Profit and Loss Account include; 

a) Provision for Income-tax Rs. 1,258307,000 (Previous Year: Rs. 1,191,136,436), net of prior years’ tax provision wntten 
back Rs. Nil (Previous Year: Rs 206,421,564) 

b) Provisions for Interest Tax and Wealth Tax Rs. 124,994,847 (Previous Year: Rs 56,208,516), net of pnor years’ interest 
tax provision written back Rs Nil (Previous Year k\ 40,746,484) 

c) Provision for Non Petfomung Assets Rs. 40,777,255 (Previous Year. Rs. 7,500,000) 

7 Important financial ratios for the year ended March 31, 1999 

a) Interest income as a percentage to srorking funds 10 39% (Previous Year 1088%) 

b) Non interest income as a percentage to working funds - 1 22% (Previous Year' 2 32%) 

c) Operaung Profit as a percentage to working funds - 3 10% (Previous Year- 446%) 

d) Return on assets - 1 99% (Previous Year- 2 58%) 

e) Business (Deposits plus Advances) per employee - Rs 99,139,951 (Previous Year. Rs 108,878,359) 

0 Profit per employee - Rs 2,005,904 (Previous Year Rs 2,503,554) 

8 Other expenditure includes Head Office Administration expenses Rs 131,986,034 (Previous Year Rs 151,018.863) 

9 Previous year’s figures have been regrouped and reclassified wherever necessary 

Sd/- 

ARUN DUGGAL 
MANAGING DIRECTOR 

MUMBAI- May .5, 1999 


AUDITORS' REPORT ON THE ACCOUNTS OF BANK OF AMERICA NT & SA (INDIAN 
BRANCHES). UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have audited the attached Balance Sheet of the Indian branches of Bank of America NT & SA as at March 31,1999 and 
also the related Pioftt and Loss Account for the year ended on that date 

In accordance with the provisions of Secbon 29 of the Banking Regulation Act 1949, read with the (Hovisions of sub-section (1). 
(2) and (5) of Section 211 and sub-scction (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and Profit and Loss 
Account, together with notes thereon, are not required to he and hence are not tta-awn up in accordance with Schedule VI to the 
Companies Act, 1956 The accounts are, therefore, drawn up in confmmity with Forms A a^ B of the Third Schedule to the Banking 
Regulation Act, 1949. 

We report that- 

(a) We have i^uuned all the information and explanations which to the best of our knowledge and belief were necessary for the 
purposes of our audit, and have found them to be satisfactory. 

(b) The transactions which have come to our nonce have been, in our opinion, within the powers of the Bank. 

(c) In our opinion, proper books of account as required by law have been kept by the Bank so far as appears from our examinauon 
of these books 

(d) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this repmt are in agreement 
with the books of account 

(e) Refoence is invited to Note 3 in Schedule 17 regarding investments. 

In our opinion, and to the best of our information and according to the explanations given to us, the said accounts read with 
other notes thereon give the information required by the Companies Act, 1956, in the manna^ so required for Banking Companies, 
and on such basis the said Balance Sheet gives a true and fair view of the state of affairs of the Indian Branches of the bank 
as on March 31. 1999 and the Profit and Loss Account gives a true and fair view of the Profit of the Indian Branches for 
the year ended on that date. 


For A.P. SANZGIRl A CO 
CHARTERED ACCOUNTANTS 

SOI- 

ABHIJIT P SANZOIRI 

MUMBAI; May 5, 1999 PARTNER 


Iconomir and Political Weddy May 15, 1999 


1163 




NUCLEAR NOTEBOOK 


tThe Congress and the Left 

Ai'bin V'anaik 


The BJP has conducted nuclear tests and it is posstble that the 
Congress may go the same wav. The Indtan left must play a leading 
role in the anti-nuclear movement. But does the left have a 
couuigeous, principled and determined perspective on this issue? The 
left miLSt reasse.ss its past understanding oj the nuclear weapons issue. 


SOON alter ihc Vaipayec tnivcmmcni lell, 
Mani Shankat Aivarol the Congress Parly 
in an arti<.le ‘4(M) Days ol Vajpayee’ in 
The Indian E\pres\ ol April 20, 1999, 
made some extremely revealing comments. 
He .stated that Pokhian II and Agni'Il 
testings wen* m elleet itieveiMble. that 
denucleansahon was (Militically iiitea.sible, 
and that a nuclear deierieni required an 
appropiiate delivery system This, from 
the one peison in the t'ongress Party who 
was most committed to maintaining the 
earliei stame ol nuclear ambiguity and 
who had in its name, unlike many olhei 
Congress stalwarts, unequivocally op¬ 
posed the May 199S tests Aiyar also made 
another concession when he delenJed what 
he claimed was the newei pany position 
that signing the (' IB I should he linked 
to the commencement ol negolinlions for 
global dtsarmanienl 'litis is also a shilt 
Irom hisowii earlier position that Ihcf'nJT 
should be linked to a tinie-hound pro¬ 
gramme for total global disarmamenl 
He IS still demanding a linkage hut ol 
a different ami less stringent type Aivar 
IS not a key decision-maker .n the Con- 
giess Party, even on the nuclear issue But 
he has K'eii among the mo.st knowledge¬ 
able. outspoken and most sitonglv com¬ 
mitted of Congressmen to the old posture 
ol ambiguity f'urthemiore. his opposition 
and criticism of the C’TBT, though mis¬ 
taken, was nonetheless consistent and 
based on a principle beyond nationalist 
self-seeking .So, unlike others who op¬ 
posed the CFBl when India was a nuclear 
have-not but not now when it is a nuc Icar- 
have. Aiyar has lonliiiucd to oppose the 
treaty on considerations beyond 'national 
interest’ Thai he. as one small haven of 
relative consistency in the parly, should 
now shift his giouiid is therefore strongly 
indicative that a lutuie C'ongre.ss govem- 
niciil will not only not icvcrsc the course 
set by Ihe previous BIP government but 
Itself go along the .same path ot prepara¬ 
tion of a deployable weapons sy.stem The 
most one can hope for fiom a Congress 
government is th,i. tin pace of its nuclcai 
ptcpaiations might be siowci than it a 


BJP-led government was in place But 
even about this one cannot be certain 
Certainly, the Congress - if it comes to 
power - will not on its otvn stop further 
wcaponisation or preparations tor deploy¬ 
ment and lor building a nuclear weapons 
sy.stcni infrastructure. The crucial ques¬ 
tion for those opposed to further nuclear 
arming is whether such a Congress Party 
can he contmlled by the main left parties 
on whose support it may have to rely il 
it has to form a minority government alter 
the elections'^ How serious an issue is the 
leltgoing to make of these ongoing nuclear 
preparatKins"' There is both a short-term 
aspect and a longer-term aspect to pos¬ 
sible left behaviour in this regard In the 
shortei term the left parties have to decide 
how .siiongly they can press a Congress 
goveniment on the nuclear issue given 
that they akso have to support such a 
government in the name ot opposing the 
grealcr evil ot the BJP and Us allies 
Thus there is also the longer-term i.ssuc 
ol what the left should do regarding the 
nucleai issue and how strongly it should 
press on this front. Here, it must become 
clear whether the left itself has a coura- 
geou.s, pi intiplcd and determined perspec¬ 
tive on the issue'' Does it have sensible 
goals and strategics both for the short term 
and the longer term? Does it have a clear 
sense of what tiansittonal measures arc 
mquired. regionally and internationally, 
so as to sustain and strengthen the momen- 
tum ot disarmament? Does it even know 
enough about what is happening in the 
wider world ot nuclear disarmamenl debate 
and efforts'' Above all, in order to fight 
III a pnncinicd way for nuclear disarma¬ 
ment. can It learn from its own mistakes 
and recognise its own inadequactes? Or 
dtxis It believe it ha.s no such delieiencics 
ana that its own pcrspective.s have always 
been principled and appropnate? 

Ail this IS a large agenda which cannot 
be properly explored in the course of just 
this single article. Even a systematic cri¬ 
tique of the enormous deficiencies in the 
thinking of the mainstream left parties on 
the nuclear issue must await deeper and 


' " ■■ . I ■ 11 . . 

fuller treatment elsewhere. But what will 
be offered here are some brief reflections 
that might spur some in and around the 
Indian left parties to recognise how seri¬ 
ously deftcient the thinking of such parties 
is and therefore of how great is the dis¬ 
parity between the needs of nuclear dis¬ 
armament today and the political-ideo¬ 
logical preparedness of the CPI and CPM 
to iecogni.<ie and address these needs. 

Will the mainstream Indian left parties 
ask themselves the following questions 
and .seek serious answers to them? 

Why did the left not see it coming? 

Did the nature of the CTBT debate have 
anything to do with the decision two years 
later to go openly nuclear'' If so, what was 
the connection? Could it be that the debate 
then prepamd m some .significant, indeed 
very signilicant. way fur what happened 
later'' It this is so, then why didn’t the left 
recognise the preparation? Was it nut the 
case that at lca.st some very powerful sec¬ 
tions of Ihe decision-making and decision¬ 
shaping elite were opposing the CTBT 
because they were .stalling and wanting to 
keep, indeed carry out latei. the option ol 
testing and not because they were sen- 
oiisly bothered about whetlici the (’’I'BT 
was iniquitous or nut ’ Docs the tact that 
subsequently tests were carried out con¬ 
firm this judgment'' Docs the fact that pro- 
bomb people who were earlier bitterly 
opposed to the CTBT for supposedly non¬ 
partisan reasons (having to do with its 
supposedly flawed, discnminatory, anii- 
disarmament, pm-nucicar hegemony, etc, 
reasons) are now aftei ihe tests perfi^tly 
willing to jOin the CTBT regime, confirm 
this judgment? 

In that ca.<ie. why did the left not ret ugrusc 
this at the time instead ot going on about 
the importance of maintaining a 'mftional 
coasensus’ on the CFBT issue? Why did 
the left not warn about such possible 
duplicity, esjiecialiy by the forces of the 
Sangh pari var, and insist that theopposition 
to the CTBT although commonly .shared 
by all parties did not reflect a coasensus 
but in fact ma.skcd very different under- 
.standings of national interest and security 
which had to be revealed behind the fa¬ 
cade of a seemingly common position? 
Was there actually a ‘national consensus’ 
on the CTBT or was this a misuse of the 
term ’national’ because what existed was 
at most an elite consensus and elites al¬ 
ways love to use terms like ‘consensus’ 
to disguise the narrow, elitist nature of the 
presumed agreement’' 

Since this Indian left still believes that 
virtually all the non-nuclear weapons statev 
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aitd virtually the whole of the anti-nuclear 
movement internationally (all those who 
support the CTBT with varying degrees 
of enthusasm) are either fools or dupes for 
doing so, there really is no point in asking 
this left to carry out any self-questioning 
about its previous understanding of the 
' nature of the CTBT. But to prevent future 
testing does this Indian left have another 
alternative which is both supenor to, and 
more feasible than the CTBT as a measure 
to ensure a complete test ban on Indian 
hawks? If the CTBT is .so iniquitous then 
should it not want its unravelling? Will 
a world without this (.TBT be a better one 
with greater security? Will it be more 
advanced on the ladder of the struggle to 
strengthen the momentum tor nuclear 
restraint and disarmament? 

To put matters in another way, do the 
mainstieani Indian Iclt parties feel they 
have made any mistakes at all in regard 
to how they handled the whole CTBT 
issue'’ Do Uicy believe some ol these 
intslakcs arc senous onc.s'’ Do they feel 
they should acknowledge such mistakes 
and .seek to openly correct them*’ In short, 
hav» these left parties learnt anything at 
all from all that has happened over the last 
lour yean> f inin the ops’ning of tlio debate 
on the CTBT to the May 1998 tests and 
after? Oi do they feel there is nothing 
serious to learn*’ 

Whv wux the left shnv to retu t? 

Why did the main ielt parties, the CPI 
and ('PM wail till May IS, 19981e> conic 
out with statements condemning the tests 
that took place on May 11, 1998? Why 
were there rcpoi Is in the papers before this 
indicating that the left parties were cau¬ 
tiously welcoming the tests? Arc the left 
parties going to insist that this delay was 
not significant and merely reflective of 
organi.sational niutine or are they pre¬ 
pared to acknowledge that it reflected an 
initial confusion and uncertainly within 
the top leadership about how best to rc- 
spondlothe sudden and unexpected event? 
11 so, will the left lace up to the obvious 
next question - why. tl its leadership's 
understanding of nuclear-related matters 
IS so perceptive and appropriate as it wants 
others to believe, did it hesitate when the 
tests should have bniught forth an im¬ 
mediate and unequivocal condemnation? 
Is the left prepared to acknowledge that 
the very fact that it hesitated for as long 
as it did (and indeed initially sent out 
oinfusing signals) indicates a deficiency 
in its general perception of nuclear-related 
matters? After all, isn’t it a fact that only 
after acknowledging one’s deficiencies 
can one begin to try and rectify them? 

Docs the left at all ivcognisc that even 
in Its official stmements condemning the 


tests ilmadeaterribleeirm'innot criticising 
but implicitly endorsing the misuse of 
Indian science and scientists for the sup¬ 
posed technical achicvemmt in carrying 
out the tests? Docs it recognise that this 
betraysashamefol insensitivity to the moral 
dimension concerning nuclear weapoas*’ 
Is it willing to ask itself why tt mode this 
error, i e. does it realise that this reflects 
a iaiger and deeper problem about the 
general insensitivity of the left parties to 
the moral issue pertaining to nuclear 
weapons? Why has it not to this day pub¬ 
licly repudiatcti tins unwarranted endorse¬ 
ment of misu.se'' Why has not one major 
leader or well known public sympathiser 
of the left paitii's or any publication 
committed to the left (though not part of 
the party press) ieli the need to demand 
such a correction'’ Does this refusal to 
admit mistakes betaken a general unwill¬ 
ingness to acknowledge weaknesses in 
Iclt perceptions on nuclear matters, and 
docs such a reluctance indicate a greater 
or a lesser capacity on the part of the left 
parties to Icain tiom mistakes? 

WiU the left give up its ambiguity? 

Is the Indian Iclt going to now seriously 
quc.slion its eatlici position of support for 
nuclear ambiguity or not'’Docs it have any 
.sense that its cm rent position ot wanting 
to go hack to that earlier stance oi ambi¬ 
guity might he an absurd one? Is the left 
willing to ask Itself why this stand ol 
ambiguity ultimately proved unstable as 
indci^ some otlier anti-nucicansts weic 
long maintaining'* Is it willing to ask ilscit 
why It did not realise or declare that Indian 
ambiguity was always more unstable than 
Pakistani oi Isiucli ambiguity and there¬ 
fore India would be the first among these 
countries to go openly nuclear? Docs it 
realise the moral obscenity of defending the 
po.slure of nut. lear ambiguity’’ Did it not 
realise that it the possession of nuclear 
weapons constitutes a threat ol mass 
murder than dclending ambiguity, i e. 
nuclear weapons capability, amounted to 
defending the right to threaten mass 
murder? Did it not realise that even if this 
was not tantamount to asking for the 
exercise of that nght, it was nonetheles.s 
a morally untenable position because one 
cannot defend any country or anyone even 
having the ’nght' to threaten mass murdei 
regardless of whether that ’nght’ is exer¬ 
cised or not*’ 

Did the left not realise that once it 
defended nucicat ambiguity it would be 
forced to address tlic question of whether 
or not to detend the technological up- 
gradation of the weapons option? Why did 
the Ictl, even as it supported the posture 
of ambiguity - keeping the option open, 
not insist that there should be no techno¬ 


logical upgradation? Why did it implicitly 
and explicitly endorse the steady efforts 
to upgrade the capacity whether through 
advances in delivery vehicles or m other 
researches toenhanre the explosive power 
of ‘devices’ ’’ Because it endorsed techno¬ 
logical upgradation. the left was also forced 
to oppo.se the CTBT not just because this 
treaty was seen to be inequitable but 
more mundanely because ii threatened 
the technological upgradation of Indian 
weapons capacity'’ Did the Indian left ever 
ask Itself about the dangers of a logic 
which insisted that India .should not ex¬ 
ercise the option but that it was enliiely 
legitimate to keep on tcchnologicdily 
upgrading this option and not allow any 
thing to stand in the way ol such an 
upgrading process’’ 

Did the left never reali.se that its detcnce 
of keeping a nuclear weapons capability 
as a ‘symbol of sovereignty’ was precisely 
to invest nucieai weaponsorthc ''apability 
to produce them with an utterly undeserved 
’virtue’ which reflects precisely the 
mindset of nucicaiists seeking to justify 
the* existence and ptescnce ol .such evil 
things'’ Does the Iclt not realise that the 
dilfcrcncc between the claim that such a 
capability needs to be preserved because 
It IS a ‘symbol of sovereignty' and the 
claim that qctual piiMluction and posses¬ 
sion of nuclear weapons is required as a 
‘symbol of sovereignty’ is simply one ot 
degree and not of kind'’ 

In short, what are the Indian left forma¬ 
tions prepared to rethink or reassess tlicir 
past understanding ol the nucleai weap¬ 
ons issue and their own puticies and 
perspectives in this regard’’ 

These, atlcrall, are the ‘bigactors’ whose 
integnty and commitment to lighting 
Indian nucicansm arc among our most 
important assets They can and should 
occupy an honoured and respected place 
in the collective struggle to defeat such 
nucleansm But like the 'small actors' 
they can and do make mestakes But 
precisely because they are 'big acuirs’ 
both the positive consequences ol thoir 
virtues and the negative con.scquenccs of 
their errors are .so much more .significant 
and have so much more impact on the 
course ot events InthiscoUcclivcMrugglc 
there will be many occasions on which the 
left will he expected to play a leadership 
tole, indeed many will be wanting it ti. 
play .such a role. But leadership has to In* 
earned It cannot be earned if mcsiakes and 
weaknesses are not recognised oi coi 
reeled. On the nuclear issue the Indian 
left's pcispectives and understandings 
sufter from flaws all the more profound 
becau.se they are not seen as such There 
IS a dc.spcrate need foi left introspection 
and there isn’t that much time 
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COMMENTARY 


The Future Postponed 

Arvind N Da.s 


Whether there weie machinatiom earned out hv the ‘foreign hand' or 
not, Jyoti Ba.su was not allowed to become prime minister. But what 
is intriguing is not the action of the Congress which was entirely in 
character, hut that of what has been called the domesticated ‘1.4’ft’ in 
general and tiu Jenus-faced CPUM) in particular. 


HEGEL said, “Events and personalities, 
as it were, come iwu c in history” Jyoti 
Ba.su added, “The first time as historical 
blunder, the .second time as tarce!” 

The extremely durable chief minister 
once again lost the chamc ol becoming 
the world's first communist head of a 
demiKratic government and while some 
in hts party appi‘aied lelieved, the disap¬ 
pointment ol otheis was palpable fhe 
Revolutionary Socialist Party (RSP). lor 
instance, had been a ma|or cheer-leader 
foi the venerable cliki ministet of West 
Bengal, it barely consoled itself by pro¬ 
posing his name yet .igam. this time in 
anticipation of the elec t ions m Septeinber- 
October Tins part ol the rationalist Lelt 
IS pi'rhaps relying on the 'third lime lucky' 
.supeistition' 

in any event, the a'.iction ol Jyoti Basu 
himself to being denied what would at best 
have been caie-taker tenancy of 7 Rate 
Course Road m New Delhi was signifi¬ 
cant. He IS reported to have accused the 
mystenous and ubiquitous ‘loreign hand’ 
as having pulled the prime ministerial 
chair from under him |ust as he was about 
to take his seat on it Whether this per¬ 
ception speaks correctly or otherwise ol 
the role ol external interests m determin¬ 
ing the politics ol the world's laigcst 
democracy is a mattci lot senous specu¬ 
lation 11ndoubtedly, loreign agencies ik^ 
intervene in the internal affairs of Intlia 
and Basu cited the evidence ol Daniel 
Patrick Moynihan and others to buttress 
his case However, at Che time when Jyoti 
Ba.su acknowledged his discovery ol ihe 
'foreign hand' in 'match-lixmg' the prime 
ministenal contc.st. it sounded at least a 
bit like a case of sour grapes 
In a much more telling and stgniricani 
manner. Basu also remarked, *'A commu¬ 
nist cannot become prime minister of 
India” That statement was strongly remi¬ 
niscent of .something that Jagjiwaii Ram, 
a .similarlv frustrated aspirant for prime 
ministership, had .said in 1977, "is mnlk 
mem rluwuit kabhi hiti pradhan inmtrt 


nahi ban sakta hai" (a chamar - untouch¬ 
able dalit - cannot become the prime 
minister ol tins country). It is anothei 
matter that while many sections of the 
political class treat Jyoti Basu as a gentle¬ 
man - part of the bhadralok - who is also 
a communist (despite Ashok Mitra’s 
famt IIS attempt to di.stinguish between the 
two), Jagjiwan Ram was never allowed to 
blur Ins caste identity in spite of his class 
mobility ('astc perhaps leaves a more 
peimunent mark than ideology' 

In any event, the fact is that whether 
there were machination.s earned out by the 
‘loicign hand’ or not, Jyoti Basu was not 
allowed to become prime minister Even 
apart Irom the "foreign hand', there weic 
several native players (if .Sonia Gandhi 
can be included witlim that band) who 
denied him the position In the front line 
barring his entry into office was the 
ungrateful Congress, a party which had 
been so heartily .supported by tlie CPI(M) 
and by Jyoti Basu himself Fai Irom re- 
ciprrKatmg the cnthusia.sm with whic!'. 
Harkishaii .Smgh Suijeet and others had 
endorsed the uyna.stic and other claims ol 
Soma Gandhi tr' head the government of 
India, Congressmen and Congresswomen 
showed asliaractenstic ingratitude when 
It came to supporting Jyoti Ba.su as a 
vonteiidci 'Ihe lu.st of the Congress tor 
power IS such that it can blindly refect 
Basu m haste and repent in leisure dunng 
a long care-taker regime of Mai Behan 
Vaipayce The 'dog in the manger’ alti¬ 
tude ol the f'ongiess vis-a-vis Jyoti Basu 
matched that of the Samajwadi Party wj- 
a-vts Soma Gandhi The rc.sult is tor all 
to see til'’ partisan greed of the players 
of the piilitical game has impelled them 
to top tficii own fellow members of the 
'secular team' and score .self-goals 
The atl itiidc of the Congress is, of course, 
understandable at one level Not only does 
the party still believe in Ps exclusive and 
even divine righi to govern India but also 
bt'causc the icaipnhttk calculations ol its 
strategists convinced it that even a Jyoti 


Basu interregnum would harm Uic parly’s 
interests. The Congress has got so used 
to carrying on ‘politics by any means' that 
even a brief but relatively clean Basu 
regime would show it off to its disadvan¬ 
tage. Inextra-administrati vepolitical terms 
too, the partnership would benefit the much 
smaller CPI(M) than the bigger Grand Old 
Party. Besides, it certainly would not do 
for the 'dog in the manger' to be wagged 
by Its Lcft-inclined tail! 

What IS intriguing, therefore, is not the 
action of the Congress which was entirely 
in character and therefore predictable but 
that of what has been called the domes¬ 
ticated 'l-eft* in general and of the Janus- 
laced CPI(M) in particular. The RSP and 
the Forward B Kk' broke ranks with the rest 
of (he [,cA Front to insist on demanding 
Jyoti Basu us the leader of a Congrc.ss- 
supported Disunited Front On the other 
side, the leader of the CPI was quick to 
endorse the claim of tlic Congress- that 
was not surprising since tailing the Con¬ 
gress (and at times the likes of Laloo 
Prasad Yadav) is habit for the CPI 

What were interesting were the obvious 
differences in the otherwise monolilhiL 
CPKM) 'fhe general secretary ol the paity 
.staumhly pledged his allegiance to the 
leader of the Congress who had only 
months carliei been desciibed by his 
poiithureau colleague as 'a mere house¬ 
wife' Others in high-up positions in the 
party were petrified at the thought of 
iutdiiig themselves in power when is.sues 
like CTBT, the Patcnt.s Bill, the Insurance 
Regulatory Authority, Women’s Rcsei ra¬ 
tions Bill, etc, were pending. But then 
there wen. others Kxi like the redoubtable 
parliamentarian Somnath Chattericc who 
dropped mote than subtle hints that Barkis 
himself was not entirely unwilling'. 

But now that the moment could not be 
giasped, what is the prospect for the 
domesticated Leif.' Will it continue with 
Its schi/.ophrcnia with the RSP demanding 
protection ol Jyoti Basu once again while 
the CPI and the CPI(M) scurry about 
seeking electoral shelter under the um¬ 
brella of one or the other of the non- or 
even anti-Communist parties? Will the 
CPI and CPl(M), therefore, continue 
merely to woo Sonia Gandhi rather than 
engage in serious political oppo.sition to 
the communal BJP'> Will they get back to 
the business of courting Laloo Prasad 
Yadav and hence ignonng the outrages in 
Jehanabad and elsewhere? Will they con¬ 
tinue to distance themselves eicclorally 
and otherwise with other sections of the 
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Left that have not yet renounced militancy 
and mass politics altogether? 

The answers to timse questions have to 
be found m the very nature of the domes¬ 
ticated Left in India. It must be acknowl¬ 
edged that even while the gargantuan 
communist organisations in Europe were 
cnimbling under their own weight and the 
trtumphalist Right proclaimed not only 
tlie end of communism but even the end 
of history, the Red Flag has continued to 
flutter in India even over such incongni- 
ous sites as the Writer’s Building in 
Calcutta. It is the engagement with de¬ 
mocracy that has given the Indian com¬ 
munists both vitality and flexibility 
However, it must also he recognised that 
the domesticated Left has al.so survived 
~ as only a vestigial reminder of the social 
urge for change - by lorsakmg its very 
ideology and disunctivc politics The lad 
that there arc no sigmrtcant movements 
of the mas.s organisations of these patties 


INiilAN Unance ministers have during 
the p.LSt 10 ycais been beating their breast 
I >vcr the increasing fiscal deficit but doing 
little to find out the mam causes and lake 
pr.ictical and spe'dy remedial measures 
Both the prc.sent pnme mintster and the 
tinance ministci. howc vci. have identified 
the substamial pay revision, following the 
lecommendations of the Fifth Pay Com¬ 
mission as one ol the pnncipal cau.scs for 
the increa.se in fuscal deficit. Addressing 
the National Development Council in 
I’ohruary this year, the prime minister 
leterred to pay revision by the central and 
st.ite governments as an example of ‘com 
IH'iitise populism', leading to fi.seal dif¬ 
ficulties .Speaking at a seminar organised 
by the National Institute of Public Finance 
and Policy in early Jimuary, the finance 
mincstcr admitted that pay revision was a 
cause of major financial worry for the 
w^ntral and state governments He sug¬ 
gested setting up a joint pay commissicm 


- trade unions, kisan stMias. even stu¬ 
dents' organisations - speaks of their 
obsession with power politics. At the same 
time the extreme aridity of analysis and 
theory m their publications evidences the 
long distance they have travelled from 
Marxism merely to survive. Maniputttion 
as a substitute for movement cannot take 
the don^ticatcd Left very far. 

Of course, the forthcoming elections 
have given their leaders an oppoilunity 
once again to postpone any serious intro¬ 
spection about then poliucs and submerge 
themselves m politicking. It is unlikely 
therefore that anything will change as tar 
as the domesticated Left is concerned. It 
will continue to speak in many voices 
even as it inevitably dnfts towards just one 
course After all. as the poet Samar Sen 
once said. “The pavsions of youth have 
become the lusts ol old men". In the case 
of the CPI(M). tliai could also include 
middle-aged men 


for both central and state governments in 
future The latest ti onomic Survev .says 
that “the impact ol the Fifth Pay ('ommis- 
Sion and its aftennath on revenue deficits 
of the centre, states and local Inxlies lends 
urgency to the need to down-size govern¬ 
ment", adding that fiscal prudence is the 
mo.si intractable and long-.standing i.s$ue 
confronting the nation. 

With .so much agreement about the 
impact of pay revision on the fiscal deficit. 
It IS surprising that in (he finance minister’s 
budget .speech on Fcbniary 27 there was 
not even a mention of the existence of the 
prohlem The ostne h could not have done 
better Last ycai's annual report ol the 
finance ministry did not even give the 
amounts spent on pay revision, departing 
from normal practice, as the ligurcs are 
distuibingly large and unaffordable. 

The budgets of the state governments 
also will be get'iiig increasingly out of 
balance due to the disproportionate 


amcHints being spent on the .salaries of 
then cmployee.s. I'hcrc is no ea.sy solution 
to this ditlicuU problem. Government 
cannot naturally take back from the 
employees ishai it has so leccntly given 
them. But it may help if the subject is 
examined in grcalci depth than it has been 
done so tar. 

The finance minislct ’ s suggesiion to set 
up a joint pay commission lor iKHh central 
and state governments in iuluic makes 
excellent sense This is nut a new idea 
Before the Fourth Pay C.'ommisyon sub¬ 
mitted Its report, Ramakrishna Hcgdc who 
was the chief ministei ol Karnataka al tlie 
time, had made a strong plea to pnme 
minister Rajiv Gandhi that the stale 
governments should be consulted before 
the central government revised pay but 
the suggestion was completely ignored 
the reply wa.s issued on hchalt ot Rujiv 
Gandhi by (he then finance initnster. 
V P Singh 

The World Bank and the IMF ncvei lose 
a chance to press government to reduce 
subsidies which atepioportionaicly smaller 
than the amounts spent on pay levision 
But they have not enlicised pay revision 
that IS not linked U' improved productiv¬ 
ity, presumably undci the hcliel that better 
pay will reduce corruption Is the avciage 
Indian government employee paid loo liule 
or t(K> much' C'umpaiative tables aic 
available loi thciatcsof pav ol employees 
of dif ferc-nt categories in sevci al countiies 
ol the woild. But they carry lilile meaning 
due to ihc diflerencc m per capita income 
between developed and developing coun 
tries and Iluctuating exchange rates Heie 
aie a lew compaiisons. which have only 
■cunosity value The Chief ot Aims Stall 
in India gets less salary than a gaihuge 
collector in New York city A bus diiser 
m Switzerland is better paid than (he Indian 
cabinet .secretary On the othei hand, 
surveys by the Wotid Bunk and IMF have 
.shown that the dittcicnce between Che 
salary ol i he as orage go vcmmcnl cmp.oyee 
in India and ihe pci capita income is one 
ot (he laigc.st tor any countiy in the ssoild 
Thcie arc only a less AIncun countries dial 
have largei difiercnccs Senior Indian 
government officials hosvcver trequenlly 
complain that employees in pnsaie c.sm- 
panies get beltci pay than them 
But what IS tiol generally known is that 
Indian governmeiil employees enjoy ses- 
eral perks and pnvileges that are unusual 
and would be the envy ol then colleagues 
in other counincs Part ol this is .1 legacy 
from the days ofBntish nile in India and 
part whai the employees have fven able 
toextract from government alier inikpcn- 
dence 


Government Pay and Perks 

(^rowing Chaos 

K P Jo.seph 

The national pav scene is very chaotic and fill! of anomalies, many of 
them lenai ies oj history. Government employees now enjoy several 
unintended benefit\ which originated during British ride plus 
hiinierous concessions unique to India that have been wrested by them 
through agitation. An objective siiivey that will he equally fair to the 
government employees and the piiblU that pays them is immediately 
needed to bring out the many excesses and to remove them. 
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In (i(hot loumrit's, including Bntain. the 
annual leave* eained hy the employees il 
not availed <>l duiine the course ul the 
yeai lapses and cannot he as cumulated In 
Indio lease not availed of is carried lor- 
waid tioni year to year. suh|ei.l to (.eitain 
limits that aie being raised hy the (Viilral 
l'a> { ommissions 'lltc I*ilih Pay f'oin- 
nussion n'coniniendcd a liinii ol VKIdass 
and this has been .ipproved hy the gov 
erniiieiii Many slate goveinmenis alsi' 
pioitiptls lolhmed the example ol the 
ceiiit.il goveinment Tins umisiial conces¬ 
sion had a pet iiliai origin Dui mg the davs 
ol Htilisii Mile III India, acciiiniilatinn of 
lease ssas .iHosseO to help employees ol 
Iliilish oiigin to s isit their home country 
The .sea soyage to Britain Ironi India and 
hack look about a month II svas therelore 
iieccssaiy to let the employees cany lor- 
svai d k as e to enable I hem to spend enough 
time III the home coiintiy To avoid the 
appealaiue ol disi nminalion, Indian 
emplos'pcs sseie also allosved this comes- 
sion Withoiii nndeisiaiutmi: the oiigin 
and the pmtiosc ol this (vsnliai conces¬ 
sion, iiieiii pay c.ommissions have been 
iiKieasmc ihe limit up to sshu h leave I'an 
U a>.cunnilaleil Ihe sale eovenimenls 
have also allossed aecumiilation ol leave 
on a hhei.il s..ale ketii ing employees mm 
diassr sal.iis loi the a.iiimulaied leasv as 
alumpstim onleasini'sersicc* 'Ihisgises 
an eslia beml'l ol m.uly .t war s addi¬ 
tional pay to <!ouiiimeiil employei's in 
India Lncaslmunl ol le-ise allossed hy 
mans si.ite gov. •nments 

( ommulaiioii ol pension is a plieiiom 
enonpeculiarlo India .mil a less Common 
wealth countiics It is igain legacy I tom 
Bniish days It ss.is oiigina.lv me.ml to 
help British cmplosies to gel settled 
when they leliiined to the home countiv 
.tiler lelnemeiu Hits lias been allossed 
to si’iitiniie eseii aliei iiul.-pendenie 
llie ptoportioii ol pension that van he 
commuted dilleis l.om one state gov'in- 
nieni to aiioilu-i in the lenlral budgel 
I.II !0sji)-2lMK> iheie is .1 piosisKMi ol 
R.s.'s*; v'lore toi vomnuilation ol iisil 
pensK'iis III .iddition tlie deleiue sei- 
vices leleconiinmm alions posts .md 
railssays ssouKi also be paying laige 
amounts lot lummul.ilion 'Iheie is no 
lUsliticalioii tor lOiilmuing sommulaiioii 
ol pensions 

.^tnong coneessioiis unii|ue to India, 
given alior ii'depeiKleiii e. is bonus loi all 
employees This st.irtc'l in a limilcd way 
in p ililic seeioi companies svliieh wcie 
allowed lopay bonu* il they made a pmlit 
Later It was made obligators in public 
se.toi companic' amt corfiotation to puv 
luuni's lit a immiirs salary whether lliey 


made a profit or not Bonus was later 
extended to all government departments 
in the central and state governments, with 
the quantum ol bonus going up each year, 
irrespective of pnsduclivity In laet, there 
IS not even a pretense ol mcasunng pm 
ductivity It has become a natural tight of 
every employee The F*illh Pay Com¬ 
mission's iccommcndalion that "all in- 
I'eniivc schemes have to he produmvity- 
Imkcd" was completely ignored 
rheic are lew countries in the world 
where the pnee ol petml is as high as in 
India Ol when* government is so liberal 
111 allowing Its employees to use govern- 
incni tiansport even for louincys from 
home to oiiice and hack and toi extended 
lunch breaks liven the cabinet secretary, 
the senior-most civil .servant in Bntam. 
would he envying the privilege that the 
lunior-most IAS or IPS officer en|oys in 
the lue of government vehicles With the 
I noniious incmase in the numbei of heads 
ol depaiinients and other scnioi otiicials 
the cost sil transport piovidcd lor employ¬ 
ees has iiureaseil .substantially riieie is 
giave misuse ol govemmeni vehicles lor 
piis.ite purposes in the central and state 
goceinnients and the public secloi In 
countries like the US. the number of 
I'lliiials peimilicd to use gosernnienl 
vehii les lor piurneys from home to otiu e 
IS extremely small Burly this yrai. Cliiii.i 
withdrew goserniiient cars fiom its em- 
plovees Nobody has ever worke'd out how 
much nioiictary' benefit to govemmeni 
employees cleiises as a result ol the loo 
libeial niles .tboiil the u.se of government 
car*- 111 liulid 


Equally liberal has been the provision 
ol telephones at home tor government 
offteials and their almost unrestricted use. 
Over 40 percent of the pages in the section 
devoted to the list of central government 
telephones in the Calcutta Telephone 
Directory arc for the Department of Tele¬ 
communications A comparison with the 
entries tor oltieial telephones in the tele¬ 
phone dncuoncs ol other countries would 
show how very liberal tn providing resi¬ 
dential telephones to its employees India 
has been I'here is hutdiy any check on 
Ihe U.SC of telephones tor long-distance 
calls The petsunai staff ol a stale govern¬ 
ment minister spent over Rs 20 lakh a year 
on tc‘lephone calls, which were all treated 
as official A senior IAS oflicei called his 
wile who had gone to Europe on a short 
visit so often that the bill came to Rs 5 
lakh which he relused to pay. This is 
another perk that has not been taken into 
aciouiit Ol evaluated when comparing 
Indian government s<ilanes with those m 
othei countries 

1'he working hours ol the Indian gov- 
einnient employees would he among the 
shoit..st jnvwheie in the world This is 
w li.ii the I’llth I’av ('ommission has to say 
about It "Currcntlv. thcie arc loo many 
lioliilays in govcminent and wc toiluw a 
iivc-il.is week in a number ot govcninient 
ollnes 1-urtlici. there is a lendemy to 
declare a holiday on veiy llitnsv grounds 
like the death ol a VIP or the birth cen- 
(enaiv ol some depaiic'd leadei and so on ' 
(p 142 ol Volume I ol the report! riiere 
would be lew lountnes that observe two 
naiunial holidays as India diws on August 
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15 and January 26 or spend so much pid>lic 
money on celebrating them. Even alter 
Russia gave up May Day celebrations on 
the grand scale, India shows no signs of 
reducing the pomp and show on Republic 
Day. Pandit Nehru addressed the nation 
from the Red Fort on Independence Day 
because there was no television then. It 
would be salcr and easier for the prime 
minister to addrctis tlie nation from the 
comfottof his otfice. lather than lontinuc 
the traditional and co.si ly drama at the Red 
Fort, 'fhe government employee is again 
the gainer as he gets another day oil I1ie 
country loses anolhet day’s production 
The Fifth Pay Commission’s recommen¬ 
dations to increase the number ol working 
days by 60 a year wore ignored. 

Very little work is done even during the 
short working houis The Fifth Pay Com 
mission was veiy ciitical about this It 
said “Public servants arc alleged to in¬ 
variably come late to office, spend a latge 
part of the day in sipping tea. smoking and 
indulging III gossip, and leave office eai ly 
Consequently, produi tivity is said to be 
dhy'-nially low. estimates of then actual 
working hours langmg from one to two 
and a half hums in a day" (p l(X) of 
Volume I of the re{ioit) 

Then there aie the oideilies .it the beck 
.ind call ol polue otfu ers. the 'bungalow 
peons’ of inilway oftieials, etc Oovein- 
menl otfn nils in othei countries would be 
envying their Indian colleagues lot being 
driven lound by chautfours in lars with 
lotatnig led lights on lop In a stale gov¬ 
ernment recently ,i eoinmittce ol the leg- 
islatuie lecommcnded that such uimetcs- 
sary and vulgat display ol authoiity should 
be stop|ied Die bureaiiciacy ignored the 
leiommendation with impunity It should 
he quite ■•bvious that Indian governinenl 
employees get much more than then take- 
home pay, which never ligure in any 
(.ompurisons ol then pay with tho.se of 
their counterparts in oihci countries 
file Fifth Pay C'omnii.ssion rcioni- 
mended a major reduction in the numtx'r 
of government employees 'Fhe govern¬ 
ment did nothing about it. But there was 
talk of downsizing iIk' worklorcc in the 
linaiue mmtsier’s budget speech m Fcb- 
niaiy A glance at the budget documents 
would however show that the stall stiength 
111 the central govcmmenl is cupccled to 
goupby43.000lhi.syc:u (p9.'iol Volume I 
"I Hxpendiiure Budget I W9-2(X)0) Hardly 
a propitious .start tor downsizing 
Anothci cuncc-ssion that is peculiar to 
India IS the creation of more 'and more 
minccus.sary senior posts in most tlcpart- 
inents in recent years to speed up promo¬ 
tion Tlic Fourth Pay Commission strongly 
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recommended the abolition of unneces¬ 
sary posts at the senior levels but govern¬ 
ment look no action, the number of senior 
po,sts is steadily increasing in .spite of talk 
about downsizing 

'Die number ol .senior posts was origi¬ 
nally increased apparently to salisiy of- 
fleets wailing foi promotion for long 
penods on lower scales ol pay. When the 
pay scales ol scnioi officials were in¬ 
creased by the later Pay Commissions, it 
was no lunger ncicssaiy to create addi¬ 
tional posts ol heads ol departments Not 
only wa.s no action taken to .stop the steady 
growth in the numbot of departmental 
heads and olhci senior po.sts, hut the 
Department ol Personnel started cadre 
reviews lo improve the promotional pros- 
pccls ol ofticcis Willi scant regartl to the 
quantum of work cspt'ctcd of them There 
have been cases where the number ol 
ofliccrs was iiicie.isi‘d .so much by cadre 
leviews that iheie were not enough rooms 
to uceommodate them There were about 
1.000 posts ol IC.S ol fleers in undivided 
India, there an' over 5.000 IAS olficers 
serving now The police department is a 
.scandalous example ol the proliferation ol 
semot posts 

But tor eontimiing thousands of totally 
unnecessary senioi posts tn ihcccniral and 
stale governments, ntoreoff icc space, mote 
supporting slatt .ind mure stall cais have 
to he pnwulcti It also destroys discipline 
as senior ollicials slab each other in the 
hack to gain Die lavour of politicians 

I'here aic not many countries like India 
that revise salai les with retrospective etteel 


and pay large amounts of arrears, covering 
several years Die Indian practice releases 
large amounts simullaneouslv into the 
hands of government employees which 
arc often spent wastefully on acquisition 
ol luxuries Most other countries revise 
salatics eflcc'tive lioin a luturedate 'I'his 
completely avoids the ti emendotis amount 
ol unnecessary work done in povcrniiK'nt 
ol flees all over India locale iil.ile tin arrears 
of pay lor seveial years, atiei consulting 
the old pay bills The calculations aie so 
involved that it is not possible to say how 
much money has been spent by the v eniral 
and slate governments during the Iasi i wu 
years m deleimmmg the arrears to he p.ud 

Very tew counines eonipv'nsate govern 
nicnl employers fully lor ml lation In India 
not only is ihe goveinmeni eniplovee tiilly 
protected .'igainsi intlalion hut the cost ol 
living allowance is ad|usted iwice tn a 
year, it used to he done even more often 
till the Fourth Pav t ommissioi* icconi- 
mended against n 

In many public sectoi compatiuvs and 
nationalised batiks, highei sal.tries wete 
paid than weie given to legular govein- 
nieni employees in the early years, as they 
wcie not generally eligible lor pemion In 
much ol the puhln sectoi. pension'- have 
been mtioduced but the siilaiies remain 
higher than tn government slepanmems 
The rates (it pay vaiy widely between Uit- 
fererjl public sectoi companies Here also 
there IS extensive ovei stalling especially 
at Ihe scnioi levels Then- has iK'eii no 
attempt to lo>.ale such problems and ui 
iroduce tinilormitv in the public sector 
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Thi* natumii] pay scene is very chaotic 
and full 111 anomalies, many of them lega¬ 
cies of hiMots The government cniploV' 
CCS HOIS eii|ov several unintended henelits 
ivhicii oMginaled in ihe days ol Btilish 
lule plus iiuineious ccincessions unique lo 
India lliut have been wrested hy iliein 
Ihiough agitation An obicctive suivey 
that will be equally Uii to the goveriiiiieiit 
employees and the publii that pays them 
IS inmiediately lu-eded lo bung out the 
nuns cMsiiiig aiioiiialies and lo leinove 
them 

It has to he leinemK'red that pay was 
laised on the rcioniinendaiioiis ot Ihe 
hiurlti and bilth Pay t 'oniinissioiis lolally 
disiegaidiiig what lhe\ said about inipiov - 
ilig the piodiielivily ot goveinmetit em¬ 
ployees and redi" iiig the hoiiendous 
oveisl.illiny 

I liv'ie has bci n giowing la\il\ in ileal- 
ing wiiti establishment niatiois like pay 
SI .lies stall stieiigth and discipline attet 
mdepcndeiue, esfh'i tally duiiiig the last 
20 yeais IHiiinL’ the ume ol Hiitish tule 
theic was vei> rigid eiitoicemenl ot all 
reeulalioris about estahhsliiiieiil It is t> pi 
sal ot Ihe impoiianse givs*n to the subiest 
that a siHie known as the I'lvil .Seisii'e 
Regulations regulating estahlishiiKiil 
m.ittets was pubhsiis'd soon altei Btilatn 
ltu)k ovci the sonliol sd goss’iniiienl liom 
Ihe hast Inslia ('ompany in the ss'coiiti half 
ol the last senliiis I'liis was leplaCs’d by 
the I'unilamenlal Rules whisli same into 
lone III IVIZr which aimesi at enlorciiig 
gieatei eioiiomv in spending on salaiies 
In Britain Use!! i'‘gul.itions alviui cstab 
lishnis'iil w.ere published only as late as 
in 1044 II was salls-d I:si.i>oilc. lalsi 
leplaeed b\ ('isil Seisise Pay ansi rsiii- 
shtioiis ol Seivise ('oile 

Biituin believed in liaviiig a liglil grip 
on the purss'-slimg> Ihe l-iiiuiameiual 
Rules weica very complii aU'd set ol lules 
for ciitoicing the sirictesl i-iononiy I-ix 
iiig an eniploys'c's salary sm prsmtolion 
became somelliingol a iiliiul aiiddepensled 
oil w‘lis'ihs ‘1 die pisiinolioii involved highei 
rcspoiisibihlie‘ oi not There ws're lom- 
plcs loimulas to salsiil.iie annual Is'ave. 
'he time allowssi on tiaiisfs'r to )oin the 
new post ptMisioii, et( All tins is'sulted 
in hail spliiiiiig ol die w'oi >i kind with the 
Indian Authl Depaitiiis-nt gs’ttmg involved 
III all suili iiialtets It was mostly much 
ado about nothing 1lien then' was ths* 
disiiiictioii hs'lwcen Is inpoury posts and 
ps'im.ins'iii po'l.s and hctwven offisi.iiing 
III a post and being sonOi mod in it w fnsii 
ineaiit .so niiish more work all round 

Alls'] iiidependenss' with Ihe coming ol 
dll' Planning ('onimission, iigidity <iN)ul 
s o .iiingnew'|Kistssanishs'd (iovciiiinent 


offico* started growing tn size withCHii 
mucheontrol Pay revision to compensate 
tor rising cost ol living came to he done 
in an entirely ad hoc manner through pay 
cornmnssions appointed at irregular inter- 
vaks. Senior oBicials and the unions ol 
government employees grew aggrcs.sive 
With support from the nnicers ol the 
.ses'ietanat win tlicmselvcs bcncftled by 
the shanges. lestnctions on numhs'i ot 
hs-uds ol sicpatlments. cieation ol .senior 
posl.s, use of stall ears, etc, were icmovcd 
Hie rs'i oinniendalions of the Hniith and 
1 ilih Pay Commissions to impnive pm- 
Jus li VIty and i educe overstafl ing were not 
iinplements'd It was a conspiracy bctws’cn 
Ihe politicians looking for votes and the 
buieauciats leathenng their nest, with no 
oils' lo isHik altci the interest of Ihe public 
This IS where the Indian Audit Depart 
meiil. wliKli was so overaetive m mts'i- 
pietmg and entoreing the I'lmdameiiial 
Rules duniig the years between the two 
world w at s ansi tor some ycai s latei. should 
have some in and reports'd to parliament 
the is'ckless waste ol public money on 
oveisialtiiig without en.suring pmdustiv- 
iiy 'Tils' .Audit Department was cones n- 
liating on lis'cs so much that it did not 
realise tli.ii then.' was a wood at all The 
hloats'd bure.iuciacy m the central and 
slats govs'iiimeiils lleeied the public, with 
no resisiance liom Audit, tiic waishiiug 
.Surpiising a,s it may appear not only did 
the Audit Depurlmcnt completely fail to 
bttng tsi the iisilice oT pailiaineni and 
goveninu'nt all this colossal wa.ste ol public 
money, but actively participated iii ihe 
shaimg ol spoils ansing Itom implement¬ 
ing Ills' res oimnondations oi the f'lttb Pay 
( uiiiinission The central government 
appouiU'sl a s oiiimillce ol secretaries to 
consider the implementation of the recoin 
mendaiioii ol Ihe pay comnitssion The 
Deputy ('i)iiliollci and Auditor (is'iieral 
was mimiii.ited as a member ol this com- 
mitlee It is unheard oi loi the Audit 
Departmen' to participate in making ad- 
miiiisiialive decision.s. which it will noi 
he 111 a posiiion In cntieise latei 'The audii 
depaiimeni iicd iis own hands when it sai 
dow 'I to shaie in the abundant spoils made 
available bv the pay commission II nevei 
hud a woid isi say about the inannei in 
which the govoininent of I K Oujral 
implemented »he recommendations ot the 
pay coniiinssion. completely ignoring the 
interests ol the public This has n.'sultcd 
in the avoidable spending of at least Rs 
lO.OfK) cTiirc a year by eciilral and state 
govemnienis - several tinics the money 
spent on buying the Bofors guns. It is by 
lar, the most serious case ot failure ol 
Audit c\ er in our country 
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Internal Security: Cost of Repression 

Gaatam Naviakha 

The political and financial costs of fighting internal wars have 
assumed serious proportions. This is because the present policy 
regime privileges repressive measures over democratic solutions. An 
increase in the welfare and development activities of the government 
are the real answer to insurgency. 


[This IS ihe second part of a two-part article. The first pait, published last week, 
examined expenditun; on external defence.] 


AT a recent meeting aimy chief V P Malik 
said that involvement oi the army in internal 
sKurity is “neither good tor the army nor 
forthe nation” It erodes the army'.s combat 
deterrence and the aimy’s budget gets 
depleted which affects its modernisation 
He also pointed out ihat in India main¬ 
tenance to modernisation ratio is 88 12 
against 70 tO elsewhere 
The army is trained to occupy terntoty 
and sub|ugale people Low intensity 
conflict IS a long duration conflict 
dependent on manpoisei because ol heavy 
casualties ThcamIysa^slllost969officers 
and jawans since 1990 m Jammu and 
Kashmii (J and K), and 2,910 of its 
personnel were injuied According to them 
1.216 civilians were killed, without 
specifying whether it was the army or the 
militants that killed the civilians But they 
claim to have killed 15 1 guest militants 
ol which 322 were Pakistanis 
C'Icarly ca.sualty levels aie high for the 
army. The 15 Corps head quarters claims 
that there has been a steady increase m the 
niiinber of foreigners. In 1995, fiO out of 
997 militants (6 per cent) killed by the 
aimy were foreigners by 1996 it rose to 
155 foreigners among 593 killed (26 pei 
cent) and further to 215 foreigners out ol 
693killed(31 percent)in 1997, and finally 
m 1998, out of 496 militants killed 233 
(47 per cent) were foreigners As usual 
these figures arc at vai lance with those of 
the MHA for 1997 and 1908. According 
to the MHA in 1997, out of 1,075 militants 
killed 197 were foreign militants and in 
1998, out of999 militants killed 319 were 
(oieigners Thiswouidmakethepeicentage 
of foreign militants 20 per cent in 1997 
and 32 per cent in 1998 
According to MHA 185 security 
personnel were killed in 1997 and 232 in 
1998. The number of injured ro.se to 461 
in 1998 against 390 in 1997 although the 
number of violent incidents dipped from 
3,420 tn 1997 to 2,811 in 1998. Civilian 
ca.sualtics came dow n from 938 to 833 
while the number of injured rose from 


1,060 to 1,160 llie figures .show (hat 
while numherof incidents came down, the 
encounters themselves became intense 
with more casualties suffered by the army 
compared to the militants. They also reveal 
that ‘guest* miliiantr began to appeal 
by 1995. and play a prominent role by 
1997-98 

Now It IS said that 50 security persons 
aie required to cliininaie or neutralise one 
trained militant According to the union 
home secretary theie are 3,()(X) militants 
in J and K and 8.()(K) in the north-east If 
the above is tiuc then either the militant 
numbers aic undeicalculated to suggest 
that ‘everything is under control’, or the 
deployment of tnxip is higher because it 
IS not the numht't of militants but the 
popular support lor militancy that dictates 
the heavy deployment of troops As lor 
how much of out military allocations aa* 
dia-ctly related to internal .secunty, it has 
to be pieced together. 

Allocations toi Kashtriya Rifles in¬ 
creased fnim Rs 2li3 crore to Rs 578 crorc 
between BE loi 1998-99 and I999-2(XX) 
And because there is no accompanying 
capital outlay lor KR it implies that the 
above is foi adilitional manpower which 
IS the bedriK'k ol any counter- insurgency. 
TheBSFclaimstlicy require 179battaliuns 
wliercas it has 156 for ‘border management 
plan* and that they are short by about 
23,(MX) personnel They complain that 
soldiers have not been getting the much 
required rest in the past nine years due to 
counter-insurgency opcratioas The CRPF 
says while HUM sanctioned raising of 20 
battalions comprising 100 personnel each 
in SIX companies it could not he done lor 
want of funds According to them 222 
CRPP companies arc in J and K, 3.50 in 
the north-east and 24 each in AP and 
Bihar. Union home .secretary says that 
India Re.scrvc Battalion, an addition to the 
paramilitiaiy forces, is being raised and 
18 battalions deployed are in the north¬ 
east and Punjab. Furtheimorc, we know 
Inim sporadic oificial leaks (hat 80 pci 


cent of the central paramihtary forces and 
at leastthrccarmycorpsstrength isengaged 
in internal security operations If wc 
exclude capital costs from our 
con.sideratioiis the table provides an 
estimate of the pnee we are paving for 
fighting our own pcople 

The secunty related expenses (SRE) of 
the state governments, part or the whole 
of which IS borne by the central govern¬ 
ment. are not known. All we know is tor 
instance, the centre's decision to lake on 
the entire cost of fighting insurgency in 
Punjab and thereby wiped out Rs H.OfX) 
ciore outstanding against the state 
government. .Similarly wc know that 90 
per cent of the SRE in north-eastern states 
are borne by the centie The actual figures 
are not available but loan and inteirsi 
write-off in 1999-2(KK) under Demand 
No 29 of the MOF is shown as Rs 964 
enur Most of it is related to ,SRh And 
if stales' own share tif the ,SREs are added 
then the cost would use higher For the 
GOI the cost of internal wars is around 
Rs I2,(KK) croie 

Back in 1973 the public accounts 
committee ol the pailiament in its 113th 
repoit had expressed concern at the ex¬ 
pansion of central paramilitarv fotces and 
called foi ar. inquiry into this. Expectedly, 
nothing was done and the growth in 
paramilitary forces has continued And it 
IS directly ndated to the GDI's smgulai 
contribution in turning political pnihicins 
cauiicd by uneven regional development 
and unequal soc nvrcononiic relations into 
a iis'il wat-like .situation with government 
forces pitted against oui own people 

Tins creates the justification loi incivase 
III the sin-ngth of PMF winch are trained 
along the lines ol army's infantry forma¬ 
tions against our people not (ust in the 
north-ca.st and J and K but in Bihar. AP 
MP. Ons.sa and Maharashtra And c oiiHicts 
IcK'ated in the political economy of our 
country are being seen as ‘defiance ol 
authority' Dalits who comprise the bulk 
of the landless agricultural lalHiurcis have 
been f ight mg toi higher agi ic ultui al wages 
and restoration of ‘gliair mo/rua* land to 
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the landless peasants who were given 
‘pattas' Thedalitsorganiscdbythevanous 
naxalilc gioups are treated as criminals 
and hunted and killed as enemies In 
coiitiast the landlord army, Ranveet Sena 
IS tieatcd with kid gloves 

A reading ol the annual report ol the 
MHA (I99K-99) shows the bias Foi 
instance 62 lines arc devoted to the ‘left- 
wing extremists* against just eight lines 
for the iandlotd senas Hie report also 
attaches ‘high pnnrity to containing this 
menace (left-wing extreniismi’ I’hc 
reference to landlord senas says that “the 
landlords have formed various sen.is lo 
counter left-wing extremist menace" Tins 
turns thetacts upside downsinceoigunist'd 
rural poor tixik to arms to deicnd them¬ 
selves against the giNiiis ol landlords and 
not the othci way round Nevertheless 
what IS remarkable i- that lor both the 
govemmcnl and the landlords the oiganiscd 
landless are a 'menace' thus exhibiting a 
degree of eonveigenic The bias is also 
evident in the niditlcn'nLe shown lo their 
just demands, deployment ol forces in the 
vicinity ol uppci class-caste villugesaway 
from the dalil tolas, victimisation and 
haiassment of the pmir. etc The bias 
becomes even more glaring in the absence 
ol any iclerence lo the unli-f'liiisiiuii 
campaign of the liindutva torces Indeed 
as tar as the Ml IA is eoiicei ned, the lai gest 
private militia in the count!y floated by 
the ‘.Sangh parivar', namely, Bajrang Dal 
and Its VICIOUS campaign dcKs not re(|uire 
attention Truly ignorance is bliss This is 
how CiOl .spend- pan ol the Rs l2.fKK) 
crorc 

Now, aecoiding to the olliLialaei (mills, 
internal wars are spreading and so aie the 
budgetary allocations and deployment of 
sccuntyfoicesincieasing Aeloscisciutinv 
reveals that two things are happening In 
the name of improving law and oulei 
money is being spent on PMI -, euphe 
mistically called 'police', forined along 
the lines ol inlantry lormations ol the 
anny. wdh deployment and operations 
alien lo police I unctions They uicdcployud 
not to keep two warring groups apuil but 
piimarily against the aggrieved people 
either landless ugriculinral workers, dalils. 
tribals. orothernatioti.ilitics Central grant 
to states channclli.scd through MIIA is 
al.su geared towaids raising armed con¬ 
stabularies. As a result noniial police 
functions has'c declined, or in a decrepit 
.stale Indeed, the dismal law and order 
scene in Delhi, which is policvd dnectly 
by the MHA shows how thoroughly 
incompetent the CIOl is when it eomes lo 
oidmary law and order situations Itcannot 
be tiiisled wi'li internal .secuiity Indc-ed, 


tlie combination of decline in the effective¬ 
ness of the police and the growing role 
ol PMFs show.s the steady cnision in 
democratic resolution ol popular 
giievances 

Tills step-up in supprc.ssion ol the people 
has gone hund-in-hand with the argument 
that Pakistani ISI is behind much ol the 
aimed opposition faced by GOI forces 
What began as an exerei.se to obfuscate 
(JOl’s role III causing the iii.surgcncy 
eveiiiually became .simply a 'pioxy war’, 
which was meant lo suggest that this had 
nothing lo do with political primesscs 
internal to the country The MHA, lor 
nearly a year, piumised a white papci 
about ISI While the report lemained 
iiiioniplete, a background paper prepared 
by the MIIA and circulated to the 
parliamcntaiy consultative committee ol 
the MHA .seemingly piovided alleged 
magnitude and extent of damage caused 
by ‘ISl-s|x>nsored tcnorism* According 
(othisdralt29,l5lciviliaas.5 101 seuinly 
peisonnel were killed. 4.730 incidents ol 
explosion* caused Rs 2,000 ciore woitli 
ol damage and 61,900 sophisticated 
weapons were smuggled into India The 
draft estimated that SRU fur eoiintenng 
LSI amounts lo Ks 64.0(X) crote 

One does not know how MHA has 
antvedutsiiclilii>ures What wustheoiigin 
of the coni lie t and when did it progiess 
to heeotning an ISI opciation'^ What is the 
cut-oil veai what is the criterion lor 
designating a euntlict ‘LSI-related’, and 
how li,iv cost calculation been done'' But 
the wliite papei has been jettisoned even 
hetoie It I'lok oil because the imtiaiive by 
the piiriie niiiiistcis ol the Iwo counliies 
lobhed the MIIA of its propaganda ^lii/ 
And alien it-aiing a scare scenario llirougli 
delibeiale leaks union home mmisiei 
tei ently c lainied that there are no LSI bases 
in India, llieie are ‘individuals acting on 
Ivliall oi LSI' But .idded that “(I )hc centre 
IS (|iiitt' cap,ible ol tackling them” II Ilijs 
IS tine (lien w by ibe hue and cry over LSI*' 
Is (lie leason sinipiv that ihcie was liiile 
eviili nee hut inllaied projection ol tha*at 
lor iiistuiue soon after the MHA 
announced (he at rest oi an LSI agent who 
was pluiiiiing to blow up DS embassy 
buildings III India, the IIS administration 
stated that il .*> did not “see any involve¬ 
ment ol Pakisl-tiioi ISIinlhiseascdohliLsl 
US missions in India)’’ The otherwise 
pnckly MHA chose lo remain silent. 

It IS coned that force levels deployed 
in some opei.itions have declined 
Intea'slingiy w heieas m Nagaland the ai my 
IS iMck m the h,ui.ick.s. in J and K only 
10 units’ ol the army have been ‘de- 
induetc'd' It is not known whethci ‘units' 


refers to company or battalion. Never- 
theles.s. thLs only enhance.^ the credibility 
of the argument that political negotiations 
with the militant leadership has become 
vital NATO’s acnal aggression against 
Yugoslavia in support for the Kosovo 
Alhaniiuis underlines that couiitncs such 
as India will find it difficult to claim sove¬ 
reign right to .suppress popular aspirations 
Enlightened .seli-intercsl demands 
accommodation and reconciliation 

Our government encourages short 
inomoiy with a long lament lor the citizens. 
We boast that Kashmir is an ‘integral’ part 
ol India How integral is if' Until 1947 
the only all-weather load linking Kashmit 
to the subcontinent was the one between 
Rawalpindi and Snnagar Trade and 
tourists UK)k this loutc And had Radclift 
Awaid not transferred (he Muslim 
majoiity district ol (iurdaspur to East 
I’uniab, India would have lacked a land 
eon idol lo J and K Many more Kashniins 
iiavciled to Kaw.ilpindi and Lahore and 
.settled there over centuiies compared to 
(hose who settled in Delhi oi Allahabad 
'i1ie political inspiration tor Jammu and 
Kashmir Muslim ('oiilerencc as well as 
National Contercncc was Lahore and 
Aligarh The support gioup was mostly 
Lahore-based and had Allama Iqbal as its 
luminary. So il is not unnatiiial lor people 
in I'akistun to feel a sense ol soliduiity and 
alliniiy."’ (’an the same he said for Indian 
political loices' 

Theie is little awareness of J and K and 
Us recent history m the rest ol India. Our 
seholarsliipmlliclieldolagranunreiations 
IS mipiessive yet (here is not a single study 
III the radical land rclorm that tixik plac” 
m I and K between I94X and 1952 under 
National ('onfcrcnce'.s ‘Naya Kashmir 
I’.ogramme’ It was the first anywhere in 
the entne siihcontiiicnt ‘Jagirdan was 
aholislied and land dislnbutcd without 
paying compensation to the ousted 
landlords I'lie complete transformation 
ol Kushiniii society treed Itoin feudal 
bondage and (he rapid improvement in 
living conditions ol bulk ol the population 
have gone unnoticed In other words. othet 
than our physical control and assertion of 
legal rights our government or the political 
parties have not endeared themselve.s to 
the Kashmiris. During the entire course of 
anti-insuigcncy operations from 1989 to 
now. barring a tew brave people, most 
1 cmamed si lent And because Indians were 
indiltcicnl oi suspicious ol any move¬ 
ment that questioned Indian control over 
J and K, going so far as to demand Irom 
the aggrieved proof ol (heir commitment 

* Fnrihis information lamgrateful loTapan Rose 
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to secularism, GOI inspires little 
confutence in the Kashmiris. 

And even as we insist Kashmir is an 
integral part of India, and thiU the fate of 
minorities in India is linked with Kashmir, 
there is a tendency to forget GOl’s role 
m causing alienation as well as our own 
polity’s degeneration with little progress 
in emancipation of the working people 
especially the dalits. women, and 
minorities. Against this backgmund the 
focus on the plight of Kashmin pandits, 
for which both the militants and the 
government are responsible, and the apathy 
shown towards Ka.^mins whose suffenng 
at the hands ol the Indian secunty forces 
are well documented, points towards a 
skewed perspective 

It IS true that political leadership ol the 
movement demanding right oi sell- 
determination exercises little control ovci 
militants The militants lack political 
foresight and programme This pnived 
costly as they played into the hands of the 
(iOI in early 1990 when Kashmin pandits 
tnghtened by calls lor Ni7.am-i-Muslafa 
I «’cre moved out ol the valley in a convoy 
inlo camps in Jammu and eLsewhere. This 
seriously undermined the democratic 
Appeal ot the movement and enabled the 
Indian sccunty toiccs to crack down on 
Kashmin Muslims Miiitanis and 
especially ‘gucsC militants have also been 
icssponsible lot horrilic killings. But all 
this cannot dimmish the tyranny and tenor 
let loose by Indian torccs. The escalation 
of the internal war began with largc-.scalc 
mussacies ot the 1990 under the 
governorship ol Jagmohan. Nor docs it 
excuse the role of the GOi in pnvilcging 
niilitancyoverlhe nioxcmcnt andtaigcting 
unarmed militants and tetronsmg civilian 
^non-combatants. 

GOI refused permission to Humyct 
leader Abdul Gam Lone to travel abroad 
lor medicinal reasons claiming that the 
llurriyet leader had stated that medical 
lac'ilittes were lacking in India. For a 
country whose VIPs use public money for 
every conceivable treatment abroad this 
cliaige of the MHA would be laughable 
l.xcept, as the NHRC noted, it was never 
made. However, it is in financial matters 
ihut MHA exhibits its petty concein. 

It Kashmir is a part ol India, then the 
t'lOl .should willingly pay the cost of 
lighting the ‘proxy’ war. But when did 
insurgency in J and K turn into a proxy 
"•ir? Until 1994-95 we were being told 
ihal Pakistan was helping the Kashmir 
militants with arms and ammunition but 
du was admitted that ‘alienation’ ol 
k.ashmiris was caused by broken pledges 
liy successive Indian governments, erosion 


of internal autonomy, rigged elections 
beginning widi the very first in 1951 for 
the consQtuent assembly of J and K, 
imposition of leaders chosen by New Delhi, 
etc. Between then and now there is a 
hiatus. But what is sinking is that the 
GOI, faced with in their own words a 
‘proxy war' in J and K, plays petty politics 
which undercuts whatever claim - legal 
or extra-legal - that India makes for itself 
in J and K 

GOI has refused to clear the arrears 
owed to J and K government for the SREs 
totalling Rs 800 crorc a little less than the 
Rs 927 ctore overdrait with Jammu and 
Kaslunir Bank There is the threat held out 
by NHPC to cut power supplies to J and 
K it they do not clear their arrears 
immediately. That is when the hy&el power 
generated in that state is 3,000 MW but 
J and K is starved ol power. They have 
also to live from hand to mouth now that 
the FCI has informed the state government 
that it will not provide foodgrains on credit 
unless Rs I SO croro of arrcais are cleared 
first Moreover according to Jammu and 
Kashmir police, 90 pet cent of their vehicles 
are oft the roads because of acute cash 
crunch Tlie refusal of the MOP and MHA 
to set up a rotating tund of Rs 230 crore 
to help the state out of the gnm situation 
has made it worse I'he state government 
also says that implementation of the 
recommendations oi the Fifth Pay 
Commission has meant an additional 
burden of Rs 510 crote Finances arc also 
in a mess because they arc paying service 
charge of Rs 620 ci ore annually on central 
government loan which is deducuid at 
source. They also wanted compensation 
for the ios.ses sufleied due to the Indus 
Water Treaty which impo.sc.s hmiLs on the 
use of nver waters loi power generation 

If the ITBP duel is to be believed the 
Jawahar tunnel on the Jammu-Srinagar 
highway may collapse because it was built 
for 300 vehicles per day against tlie 3,200 
that it will handle during the summer. This 
IS the only land link between Jammu and 
Srinagar, built alter 1 ^47. which is in a 
poor state As a lesult the time taken to 
travel 300 kms has more than doubled For 
this slate of affairs responsibility rests 
squarely on the shoulders of the MHA. 

Just as MOD is at odds wit h the services, 
the depaitmcnt ot J and K aflairs brought 
back under MHA. is cntical of the J and 
K government The MHA prefers to di vert 
money towards aughicntation of PMFs 
and state forces rather than allow the stale 
to improve its economic situation 
Therefore, an in.solvcnt state government 
has increased its .spending on beefing up 
secunty forces In 1990, J and K had 


31,000polic*e personnel which hasclimbed 
up to .50,000 In addition there are 12,855 
special police officers {SPO.s) of which 
2,030 are ‘suirendereJ militants' And 
there are 1,455 village defence committees 
composing SPOs 

By starving the stale of funds the MHA 
is undermining its own counter insurgency 
policy This is intnguing. Dih's it mean 
that the cost of fighting the ‘proxy wai* 
IS now .so immense that GOI cannot spate 
funds tor anything other than the war oi 
that ‘proxy war' is an exaggeration In 
eithci case GOT s role leaves one contused 
There is reason to believe that GUI is 
underplaying indigenous militancy 
Official figures vary but even the most 
alarmist estimates of the MHA do not put 
‘guest militants' at more than 30 pei cent 
of an estimate 2,000-5,000 militants 
Indeed aeronautics engineci Nadeem 
Khatib’s case illustrates how militancy is 
still attracting piote.ssionals to their fold 
in Kashmn However, it ‘guest iinlitanis’ 
arc playing a higgei role siiiely GUI’s 
approach ought to be to wi n the confidence 
ol the people. Presence of a loice which 
IS alien, whose ideological motivations 
aims at impixsing a system and thcrelore, 
denies people the nght to make a dunce 
cannot be something that is condtu. ive to 
the stnigglc iorlrecdomol the Kashmn is 

The oincial position, in defiance ot all 
rea.son. discounts indegenous militancy 
and, therefore, opposes any overtures to 
the polilicai tcadciship of the nioveme.nt 
Meanwhile, the worsening econoniu. 
situation has lesullcd in protests against 
lax hike proposals ol the stale governmeiii 
Even Hurriyel Conlercnce which wa.^ 
initially dismissive of protests against tax 
hikes and scarcities has been compelled 
by popuiai dissatisfaction and tlic entiy oi 
political actors such as CPI( M), f'ongi e.ss, 
BSP to rethink None ol this is geaa-d lo 
restore people’s conluleiico in the GUI 
’fTiis .self-defeating policy rcinloices tl e 
conviction that a legal claim cannot he 
mourned on an alienated and subjugated 
people 

On several occasions in the past there 
was opportunity to start the political 
process but the view that pievaileil was 
lo coerce Kashmins to submission rather 
thim meet their aspirations And when 
push comes to shove both India and 
Pakustan prefer to discuss Kashnm between 
them rathci than allow Kashmins any sax 
in deciding their lutute This has happened 
in the past and prime minister Nav\.i/ 
Shaiiel once again saul ihal Kashmn is 
a bilateral matter thereby sending 'n 
oblique mc.ssage Ihal the two countnes do 
not considci Kashmins to be an equal 
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partner in any future settlement ot the 
dispute 

In the case of Nagaland, while attempt 
at rappiuchcment were made by the 
Narasimha Ran government and the ItF 
governments of li D IX*vc Gowda and I 
K Gujral. the Vajpayee government barely 
managed to salvage the cease lire 
agreement signed with the NSCN (I and 
M). Indeed lor one whole ycai the MIIA 
managed to stall any pnigiess by appointing 
P P Snvastava. distrusted by the Nagas lot 
his role as an advisor to the governor ot 
Manipur in fomenting kuki-naga clashes 
With the appointment ot P D Shenoy talks 
will resume But recurring complaints 
about breach of ceasr* lire agieement in 
naga hills ol Manipur and Arunachal 
Pradesh by the Indian forces point to the 
fragility ot the lease fire 

If GOI IS siiucre and wants to explon? 
Iimitsot ‘constitutional arrangement', say 
with the nagas. then that possibility rests 
on trust Five decades ot military en¬ 
gagement has not cnishcd the struggle of 
the naga people BliHid-Ietting has not 
succeeded in instilling fear of Indian 
security forces whose operations are as old 
as Indian independence and definitely older 
than the republic Thcielorc, wisdom lies 
in keeping awav from intrigue, deccittui 
conduct, fomenting internecine conflicts, 
promoting counter-insurgency forces and 
ethnic groups, and u nwi I li ngness to di scu ss 
an arrangement wherein Nagaland 
becomes a sovereign stale within a stale 
There is othciwise little option left for 
India in Nagaland And even th.nt is 
prccanously placed with a long record ol 
broken promises such as violation ot the 
nine point agreement ot June 1947. and 
the Shillong Accord ol 1972 Distnist is 
compounded by the involvement ot tiK> 
many actors, from RAW to IB, anny to 
UHM, each justifying its existence thniugh 
exaggerated threat perception 

Thirteen montiis of the BJP-led govern¬ 
ment's acts of omission and commission 
have taken fiom the crcdimlity of Sangh 
panvar’s paranoia about Pakistan and 
China. The setback suffered by the GOI 
after the nuclcat tests left them with little 
room for diplomatic manoeuvring The 
only way out of this mess which was ot 
the govs'mmcnt's own making, was to 
shed their beilicu.sity and improve the<r 
behaviour And because of loweiing ot 
tension between Pakistan and India the 
force's of chauvinism commanded by Sangh 
panvar were robbed of their favourite 
object of hate 

On the cve of the defeat in parliament 
of the B.’P-led coalifion goveinment, 
Jammu and Kashmirchief minister Panioq 


Abdullah tabled the report of the state 
autonomy aimmittce in the asseinbb 
which has recommended reversion of acts 
passed after 1952 and restoration of the 
status envisaged under the Delhi 
Agrt-fnicnt of 1952 which recognises the 
sovereignly of J and K over all matters 
other than defence, foreign affairs, and 
communication This provides a window 
of opportumty to initiate a political process 
that can pave the way for a trilateral 
dialogue. It should be mentioned that 
acknowledging the feeling of solidarity 
between Pakistanis and Kashmiris docs 
not wipe out five decades of development 
in J and K, especially land reform, and the 
political history ol the subcontinent This 
has helped create a strong constituency lot 
independence and even J and K Jamaat- 
i-Islami which advocates merger with 
Pakistan has been compelled to accept the 
popular demand for icfeiendum which 
offers the choice of independent.c A 
solution without the participation ol 
Ka.shmris is impo.s.sibIe If GOI is sincere 
a It must proceed from the ground 
mality that there is support tor right ol 
sclf-deleiminatiun which cannot be 
dismissed Similarly, piospctls ol 
lessening of tensions with China and other 
ncighboiits point towards possibility of 
turning opportunity into suhsianlive 
piogiess 

Moieovei. if the political and financial 
costs of lighting internal wars have 
assumed serious proportions then I he 
remedv lic-s m overhauling the present 
policy legiinc which privileges repressive 
means ovei a democratic .solution .Since 
counter-insurgency is manpower depen- 
denl, substant lal amount of mi litary wages 
and allowances are linked to inicnial wars 
Thus a change in political approach can 
enable a c utbac k in personnel which could 
help save ihousands of crores ot rupees 
Disengagement and pull back from 
Siaclicn. better public accountability, etc, 
can help pay lore.s.scntial acquisitions and 
lesull 111 a substantial cut in unpnKludivc 
expciidituie and increase in the welfare 
and development activities of the 
govcmnicnl 

It has been suggested that the surest way 
ol effect ig savings is to do away with 
certain ain.ed forces foimations An 
integration at the fighting formation as 
well as tiatiiing levels can help save a 
thousand ciorc or more and increase 
combat cllicicncy. Several of the PMFs 
can also he done away with and the new 
ones in the ol fing can be made redundant 
CAG had recently recommended clasing 
'military tanns' without delay Military 
has 50 farms with 35,(X)0 acres and about 


15,000 cattle heads costing Rs 120 crore 
annually. 

Less red tapism and greater public 
accountability can help check profligacy 
and wa.stage that charactenses much ol 
military purchases. Wc have seen that 
bureaucracies in MOD and MIIA have 
cau.scd much damage to the country's 
security Unless their M/.e and power is 
curtailed and unless they are brought under 
public control, wastage, crisis, muddle- 
headedness, ad hocism will continue A 
drastic reduction in the sire of the MOD 
and MHA can help save several hundred 
cnircs of public money For instance Rs 
7(K) crore will be spent on pay, al lowances. 
and travel expenditure of the MOD and 
MHA By bringing both under parlia¬ 
mentary control, the role of the bureaucrats 
as the intermediary ot the arbiter can be 
nullified All this with furthci relaxations 
III relations with China and Pakistan can 
thus result in savings of no less than Rs 
9,(KK)-I().(XK) crore This need not affect 
ac(|uisition pnigrammes tot boksteiing the 
country's legitimate defence Foi in.stancc 
It IS legitimalc to protect the border, the 
maritime boundaries, and the trade loutcs 
But the same cannot he .said about 
mcicdsing the allocations to fight our own 
people, to acquire nuclear aims, to buy 
cxcc.ssivcly expensive military hardware 
This can provide a firm foundation foroiii 
seciiiity as well as .stienghten our populai 
soveieignly 


HINDUS OF INDIA 

Brig. Jagdev Singh 
Received Ati Vishisht Seva Medal 
fur his role in 1971 war with 
Pakistan to liberate Bangladesh 
This scholarly work investigates nsc 
.and fall of one of the worlds greatest 
civilizations, viz. Indus Valley Civi¬ 
lization. It furthercxamines the Aryan 
way of life, the Hindu religion and 
ca.ste system in Hindu society which 
are distinct features of this engross¬ 
ing work. Special elTorts are made to 
cntically analyse the Vedic systems 
of Indian philosophy—Nyaya, 
Vaisheshika, Sankhya, Yoga, Purva- 
Mimansa and Vedanta. 
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Bangladesh: Intellectuals, Culture and 
Ruling Class 

Badruddin Umar 

Intellectuals and cultural workers of Bangladesh, aligned as they are 
to various political parties, fail to perform their function as guardians 
of cultural and moral values. There is a spoils system which rewards 
the intellectuals for their silence. 


HIE n>Ie of intclleituals and cultural 
workers as social prop ot (he propertied 
ruling class is common to all societies 
which are divided into classes Bangladesh 
IS no exception. Bui what makes the 
Bangladeshi situation exceptional, is the 
tact that almost the whole lange ot so- 
called intellectuals and cultural woikcis 
(hcncctorward to he icterred to together 
as intellectuals) is airayed against the 
working people as seivitors of the ruling 
class and imperialism. This is true 
particularly in the case ot those' who are 
tainousas wiiteis. leaclieisancl pcrtoiming 
ailists like acloi s, singci s Theic aio persons 
who are diilcrent hiii they are a kind ol 
exception which pioves the rule 
These intellectuals owe allegiance to 
dirU'icnt political pailics like the Awami 
League, tlie Jamaar-i-lslaini, the Bangla¬ 
desh Nationalist Party (BNP), the .tatiya 
Paity. etc But whatever llieirpaity allegi¬ 
ance. they aie all set against the intciests 
ol the pc'a.sant.s, worki rs, the middle class 
ollice employee.s and ’vorking people 
III spile ot (his c lass unity, these 
intellectualsditli'i among themselves and 
(hen ditteiencesiellecdhe in(eres(sot the 
paitics to which they owe then allegiance 
The must authentic, organised, powcitui 
and oldi'st party ot the lulmg class m 
Bangladesh is the Awanii League It was 
tounded in 1949. it has a ccilaiii lecoicl 
ol struggle against Pakistani rule in this 
country and has deep and widesfnead social 
roots The Jamaat-i-'slami is a much smal¬ 
ler and much lc.s.spoweitul political party, 
but like the Awami Lc'.igue it is oigamsecl 
and has il.s own social niots Moreover. 
It has a political tradition which goes hack 
to pre-partition India. Conipaied to the.se. 
the other two parties - the BNP and the 
Jatiya Party - an' more oi less amorphous 
Tliey were termed by two militaiy dict.itors 
under tlic patronage ot the armed lorces. 
and arc compccscd mostly ol runaway 
elements ol the Awanii League, National 
Awami Party (NAP) and some other stray 
Olganisations. menul ihe bureaucracy, the 
•limed lorces. businessmen, etc 
li IS not only the BNP and the Jatiya 
Party, but also the Awami League which 
now h.xs in its leadership u large numbci 
of retired army officers, bureauciats, 
businessmen and industiialists And tins 


.surely indicates a considerable decline in 
the basic political inllucnce, not only oi 
a particular political party, but oi the i uling 
class in general. 

Cultuial poverty ot the ruling classes 
always cieatcs a ciisis in scK'iety with 
dangerous consi'quenccs It happens 
because in every sck lety the culture ot the 
ruling classes is the dominant cultuie ol 
that .society and us sue h «t is also charac¬ 
terised as the national culture ol (hat 
c ounlry 

In a capitali.st soiiely tla.' ruling classes 
piopelled by the prolit motive tty to 
maintain harmonious leiatinns. as much 
as (K)ssible, between the various classes 
within the cxploitiitivc system, and also 
within the I ramewoikol (heirownclasses 
It IS not .so in a sociel v where accumulation 
takes place not iluough production and 
exploitation ol suiphis value, but through 
plundci, thii'veiy and c.oriuption In the 
interest ot pruuioimg and improving 
picxJuction. the c.ipit.ilist proper IS obliged 
to go by ceitain nonns ot culture, and 
maintain certain disciplines But the 
plunderer, the thiel and the coirupt do not 
need to have any consideration toi such 
things lilts luhng class llouiislies in a 
situation ul .iiuiiciiv 

The tilling i kiss oi Bangladesh is an 
unmi.stakableex.inipleot cultural poverty 
Apart trom other historical reasons its 
causes must be sought in the process of 
loimution ot this class as the ruling class 
ol Bangladesh Without going into details 
here, it can be said that since the end of 
1971 the rapid 1 1 n ination ot a new rich and 
middle class look place through a process 
ol plunder, con upturn and graft by mcm- 
beis and associates c<l (he political party 
which came to power With the enlarge¬ 
ment ol this process, other penpheral 
elements came in and thus the aieas of 
plunder and the number of plunderers 
incica.sed Inthc wakeol this development 
the new rich and the upper middle class 
emerged as the i uling class of independent 
Bangladesh 

Hie basis of all th<it happened oi did not 
happen in this country since (hen. was 
tormed dining the tirst threc-and-a-hall 
years ot Awami I eague rule Foi (his 
reason everything (hat happened during 
the entire period following the liquidation 


of Bangladesh Knstiak sramiK Awaiiia'^'' 
League (B AKSAL). a fascist organisation 
formed in 197S under the iea^rship of 
Sheikh Mujibur Rahman, was a follow¬ 
up ot the policies formulated and pursued 
by the Awami League and then by the 
BAKSAL, and it faithtully reflected the 
aspirations of the new rich who lorms the 
core of the ruling cla.ss 

The Awami League went into 
hibernation immediately aitci its overthrow 
from power, rc-cmcrgcd towards the end 
ol Ziaui Rahman's rule, and Ixx-unH* a 
powerful political force during the nine- 
yeoi rule ot Ershad. came within reach ot 
governmental power in the election of 
1991. and won a majority in the general 
election of 1996 Since then this party and 
Its leaders have been ruling this country 
in a style which befits the new lich and 
the new i uling clas.ses ol Bangladesh. 

Hie pre.scnt prime mincstcr takes the 
opportunity of inaugurating the annual 
hook fair of the Bengali Academy and 
deliver her ‘learned’ lecture before an 
audience in which the police forces 
numerically surpass all the others It 
happens because the kind of people who 
ought tube tlierc at the time ol inauguration 
ate kept out tor security icasons Thus the 
attendance and secuiity of the piime 
minister assumes more importance on an 
iKcasion meant for the cultuially initiated 
common people in this country 

The prime minister dclivcied an 
inaugural speech in the Bengali Academy 
which she could have also delivered in 
Paltan Maidan. in her party otlice before 
lier adminng cronies oreven in the National 
Assembly This is because she has only 
one speech in her political ensemble and 
she delivers it on all occasions 

Uoi ng back to tlie role of the intellectuals. 

It may be rnenl loncd here that the chai acter 
of the Bangladeshi intellectuals reflects 
veiy authentically all the basic featurosot 
the ruling classes, including then cultural 
poverty 

An 11 reconcilable coiilMdiclion exests 
between the two large political parties - 
the Awami I .eague and the BNP becau.se 
ttK'y are the only parties which contend 
toi power and wield the greatest influence 
on the voters But among the mtcllectuaU 
the Awami League has the support ul an 
overwhelmingly large section, about three 
quarters This relation ot (he Awami 
Ixiague with the intellectuars is a post- 
Bangladesh phenomenon, becau.se during 
the Pakistani penod it had negligible 
.support among the intellectuals, and its 
leadership was compo.sed ot scmi-literate 
persons, as it .still is. Latci, in mdepi'ndcnt 
Banglade.sh. this .support came from (he 
Communist Party ot Bangladesh (C'PB) 
led by Mom Singh In the absence ot a 
political line distinct trom the An amt 
Lcagi c, the CPB worked as then cultural 
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wing Alter the fall of the Soviet Union 
and the diNintegration ot the CPB, mast 
of these intellectuals were 'delivered' to 
the Awamt I eaguc a> a pailmg gilt 
The Jamaal has its own brand ot literate 
supporters, but their aetivitics are mostly 
limited to a type of propaganda which 
makes little impact on I he educated middle 
class, and touches only a triiige ot the 
urban and the rural pwir 
Within the same class (ramewoik there 
IS a noticeable difterenee between the 
orientation of the Awami League and the 
lamaat Whereas the former is oseilly 
chauMiiist. the lattei is overtly leligious 
and fiindumentalist In Bangladesh, 
c liauvinism and leligioiis tiiiiduiiK'ntalism. 
thtiugh dominant in one oi the othei. are 
not niiituallyexclusive and heiit c elements 
of both are loiind in both the paities Thus 
the Awami Leagtn* has no hesiialioii in 
making naked use of lefigion m politics, 
and the Jainaat. in spite ot their despii able 
role dtiriiig the 1*171 iiulepeiidence wai, 
d(H‘.snol hesitate to use chauvinism Thus 
the Awami I eagiie. among other things, 
has adopted an eduealion policy whreli is 
as luiidameiitalisl as luiild be liamed hv 
a paity like the Jamaut On the olhei hand, 
the lamaat i Islamiisnexertiiedol making 
vot ifeious dcni.mds toi piotetting the 
soxeremnty ot Bangladesh and the vital 
iiiteifst ol the Bangali Muslims iiom the 
‘aggiessions'ol Indiaandtiieliihal peoples 
ol the t'hittagimg Hill iracis 
Ap'ail (lomtheqiiestionol i lassinleicsl, 
this atfiiuiy ot ideas and attitudes bung 
(hem quite c lose to ear li olhei. partK iilai ly 
III times ol Liisis III Ibis iesp<’ct theie is 
nodilleietiLC between (lie Awami la.Mgiic 
and the BNP. Ilu'iigti appaieiilly the latter 
seemstobemuc liclosci tDihe l.tnia.ililuin 
the foiniei 

The Aw.imi I e.igiie inlelleciiials main 
tain a certain dist.iiue liom iheii poliiual 
party in the sense that they 'lo rot openly 
suppoit then polic les I'lie .\wanii I e.igiie 
gets .support tliiough the mtellei Inals' 
silence Theso-ealledseeulai intellectuals 
ot the Awami la.'ague iievci .speak ag.iinst 
the oppoi turn St hob-in 'bbmg of the .\v, ami 
League w ith the Jatiiaat, as they did hi loic 
Ihc genetal ekdion and at (he time 
ot getting Jatna<it sup[>< m in the pai liament 
while foniiiiig the piesent goveinnieiii 
They do not laise their voice against the 
Awami I eague policy when their new 
educationalprogi.iintik mtiodiicesreligion 
m the eiiriiciilum and stiengthens and 
expiuids Madrassu ediieatioii 
What IS most siiiprising m the political 
climate ol this euuntiv l^ that in spile oi 
stihstanlial give and lake between the 
Awami I .eague and Jamaai. the two parlies 
are presented to the [leople as ladically 
opposed lo each other by the iiitcllecluals 
ol ihe Aw.inii la.*ague Not only (hat They 
woik to cieate and preseive this illusion 


^ the minds of the peny bourgeoisie and 
large sections of scmi-litorate working 
people. In .seminars, cultural functions, 
newspaper articles, books and in public 
meetings the intellectuals denounce the 
Jamaat and uthcrrciigK>u.s fundamentalists, 
and at the same time maintain t onspicuous 
silence when the Awami league and the 
Jainaat politically collaborate and when 
the toinier makes political use oi religion 

No other party has helped the new rise 
and consolidation of the Jamaat and the 
lundamentalists more than (he Awami 
League In l‘>7JallJamaatico]labotaU)rs, 
and even such among them against whom 
tiieie were speeilic criminal rceoids and 
eliaiges, weic released from delention, 
and a call was given by .Sheikh Miijibai 
Rahman toi them toactively inin in nation 
building activities. The grants ot the 
Madiassas were increa.scd and a policy 
was inaugurated foi expansion ot 
Madiassas, winch constitute a pow'erliil 
leciuiting b.ise lor the Jamaat-i-lslami 
The ciiriieuliim ol the Madiassas weie 
'niodeinised' later as a follow-up oi tins 
polny. and it paved the way toi tlie 
Madiass.) students to enter colleges and 
universiiies where they toimcd the Islami 
Chatra Shibii. a fascist students oigaii 
isalion ot the Jamaai The pa'sent Awami 
1 eague goveinnient has now openly 
del laa'dtheii tiimpolieyiofuitliei expand 
Madtussa ediuation They have d-.-ilaied 
that Madrassa education ha^ become an 
integral pail ol the national ediuation 
system 

riu' .\w.uiu Li'aguc intellectuals have 
lailed to demninee this utletly letrogiade 
.ind icMctionaiy education policy On (Ins 
point (hex leni.un silent and (lieieby 
eonliilnitv* towaids the ideological and 
oigaiiisational buildup oi (he liinda- 
inentiilist Ion i-s, particularly the Janiaat- 
i-Islanu 

.Not only this These Intel lei dials ot ten 
support Itie inisdeedsofthe Awanii Ixsigue. 
.Ids ol exploitation and roptession and 
tiauduleni political practices They do not 
liesit.iie to apportion responvihilily foi an 
I'u idem ot I'ltminul dimensions to tins or 
that opposition party without wailing toi 
any mvesiigatii'n. and even wnen such 
inciilenisaiediiectly caused by the Awami 
Leagiie itsell Suih grossly uiiclliical 
behuvioui by inlelleciuals is a matter ot 
eveiyday expi'iience in the political hie 
ot Baiigladesli 

('iillui al and semi pofiticul organisations 
like the Sainmdita San.skiitik Joie (United 
Cultural i'loni), Ohatak Dalai Niimiil 
Committee (Committee tor the Liquidation 
ol KilleisaiidColl.iborators).GIiatakDaIal 
Niimul Samannuay Committee (Co¬ 
ordination ('ominittec for (he Liquidation 
ot Killers and Collaboratois) which 
oiiginaled al vaiimis stages of democratic 
movement in the I'JiiOs and U>9()s have 


been totally appropriated by the Awami 
League intellectuals and they have become 
handmaids of Awami League politics, 
though in this process they have almost 
lost their previous strength and influence. 
They have been able to do this mainly 
because ol massive media support, 
including the all-embracing suppoit of the 
electronic media 

The intellectuals do not render this kind 
ot .support lo the Awami League for 
nothing. The Awami League has a special 
type of spoils system in which high offices 
arc doled nut, land is allocated, business 
opportunities are provided; personal media 
access and publicity arc arranged, oppoi- 
tunities lor foreign tours are opened up, 
pn/cs and honours are showcied The.se 
are done either directly by the Awami 
League or by agencies related to them and 
at their disposal In whatever niannci, the 
Awami League intellectuals me hand¬ 
somely lewaidcd tor all then suppoit to 
the ruling paily and their anti-people 
misdeeds Murder, custodial murder, 
eusloiiial ra|)e, all soils of malia activities 
supported by the police, have become a 
matter of roiiline in Bangladesh But the 
Awami League intellectuals seldom protest 
.igamst suih atroiilies when Awami 
Ixiigucis. are suspected. 

Bangladesh has now become a ver;' 
docile client .slate ol the US The entire 
ruling class and their parlies - the Awamt 
I .eague, the BNP. the Jamaai and the Jatiya 
Party -- ac t as set vitors ol US imperialism 
III eonloimity with this, the intellectuals 
supporting them keep their peace even in 
matiers which cause serious haim to 
national interests, the latest example being 
theencigv policy of thegovcinmeiit which 
oilers Bangladesh's entire gas and oil 
lesourees to US companies The govern- 
incni lias aiicady gone a long way in 
handing ove* the c ouniry ’ s so vei eign i ights 
over Its vital resouiccs like ftHHlgniin. 
vegetables, I ruit priKluets. etc. to impenalist 
companies by granting them patent lights 
and by liberalising the import ot potentially 
haimiul Items like tcimmator .seeds 

IIS impenalistn and financial organ¬ 
isations like the World Bank, the IMF and 
the Asian Development Bank togethui 
exercise almost sovereign power over the 
af lairs oi Bangladesh, but the intellectuals 
ol the ruling class arc not found to voice 
any protest against them. On the contrary, 
they .ire eager lor whatever crumbs are 
thrown to them lor services rendered. 

Tins IS the ethical matiix ol this class 
of intellectuals who constitute a vast 
niajonty of the acli ve educated community 
in Bangladesh 

Progtessi ve and democratic political and 
cultural forces must rise against Ihc 
extension ol anarchy i n the .sphere of culture 
and lo resist the intrusions ot politicians 
into the culluial sphere. 
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INDONESIA 

Politics of Poverty and a Leaking 
Safety Net 

Jan Breman 

White the Indonesian government reports an increase in poverty to 
get foreign loans, the World Bank tries to push down the estimates. 
The truth is that poverty has increased to 30 to 35 per cent since the 
economic crisis. Migrant labourers .suffer hitter poveity. The .situation 
requires a redistribution of economic and political power. ■ 


PoVrRTY AND lMf(>VERI!>HMC.N1 

FHE economic ciisix lhal is ailo'ting 
Indonesia more than any other country in 
Asia IS accompanied by great poverty 
Opinions about the magnitude of 
immisensationdilter. (lovemmcnt sources 
report that, by the end ot IW8, almost 50 
percent ot the population had sunk below 
the poverty line Reports inspired by the 
World Bank and published early in iy‘)9, 
however, contradict the ise alai niing I igums 
Poverty had certainly iiu reused somewhat, 
but iai less than had b en predieted Mow 
reliable are these divergent estimates'The 
otticial tiguros aie based on large-scale 
surveys condui ted by the national bureau 
charged with lamtiy planning, (BKKBN) 
In my onthiopologual lieldwotk in two 
villages on the northei n coast ol west Java 
I investigated the data collection carried 
out by the local goveinmeiit Poverty in 
tiu countryside was recorded at an 
impiobably low level under the new oidei 
regime, hut in the autumn oi l^ys its 
repotting incteased suddenly and 
enormously. apparen'Iy on instiueiioiis 
iiom above Jakarta tie'eded Ihe.se higher 
figures tokeep up the pressure lor massive 
foieign loans 

Whilt the present government ot 
Indonesia detives benefit from the high 
poverty figures, the World Bank is bent 
on scaling-down the dimensions ot material 
deprivation Its optimistic findings that 
the .situation is not as had as it seems is 
not based on any thorough study hut rather 
on rapid appracsal thtit suggest that less 
than IS pet cent ol the Indonesian 
population IS living in acute poverty This 
implausibly low figuie is partly due to 
incorrect estimatc.s o( the poverty level 
lhal pertained beforc the start of the crisis 
in inid-l997. Although a diaslic incicasc 
in prosperity was indeed brought about by 
Indonesia's rapideconomic growth during 
the last decades, the very unequal 


distribution ol that wealth has been 
sysiematicallyundeistated Todcmon.'arate 
the success ot tlu' new order politics and 
policies, goveiniiient statistics showed a 
dramatic fall in poverty to less than I2 per 
cent of the population, astatistical exercise 
which was aided and abetted by the World 
Bank. 

In reality, appn iximatcly onc-t ifth ot the 
population were unable to lultil their 
minimal needs \lier the economic crisis, 
this rose to 30 to ^5 per cent ol the total 
population The impact oi the ctisis 
ceitainly .shows gicat diversity in spatial 
and social teiins Java is more strongly 
aftected than the nu|oiity ot other islands, 
and within Java the situation vanes trom 
region to legion I hat vanance also applies 
to my two lieldwork villages Inconect. 
howevei, is what the World B.ink wants 
us to believe, n.inicly. that the non-pooi 
have siitleied inoie than thos, who weie 
alieady pooi I and-owning households 
and owners ol othei capital a.s.sets have 
increased the gap between them and the 
landless 

Throughout J.iv .u agricultural lalxnirers 
know no oihei existence than that ol bitter 
povertv Tlie iinseiy ol thts bottom class 
of people has liiiiher been woisened by 
the enormous ineiease in prices ol the 
necessities ol hie Since subsidies wcic 
abolished eaily in I ^>98 at the command 
ol the IMF and the World Bank, the poor 
have had little money for any commodity 
othei than tice, and cannot permit 
tlicnisclves a siillicicnt quantity each day 
even ol that basic loodstuff. Also heavily 
allected is the amiy ot migrant labourers 
who wem aci usiomed to search for casual 
work III the cities The wage that tliey 
earned in tins way was needed to ensure 
the livelihood ot family members left 
behind in the Milages. Income oppor¬ 
tunities loi this floating mass of people, 
who woikcd in the coaslruction industry, 
as stn'ct vendors and in other informal 


sector jobs in the urban economy, have 
rapidly declined 

The pushback of the.se migrant labourers 
to the village, without work or income, 
also means reduced tuniover in petty trade 
and services in rural areas Still, the World 
Bank insists that the infoimal economic 
.sector acts as a .safety net tor the labour 
force that has become superfluous in the 
formal sector. This unorganised economic 
citcuit IS said even to show a stiong level 
in employment and production I have 
found no conflrmation of this rosy picture 
in my fieldwork village.s On the contrary, 
the increased pressure at the lowest level 
ot existence is cxprc.ssed in the further 
rugrc.ssiun of the most vulnerable. For the 
aged, the sick, and female heads ot 
households, poverty has deteriorated into 
pauperisation 

Failiiri. of Safciy NF,rs 

In the first instance, the World Bank 
maintained that the pmvision ot social 
secuiity should not be the respon.stbility 
ol government Initsopinion.nccdcreated 
by the crisis lould he alleviated in one's 
pnmordial ciicie ot support. According to 
this lineol thought, labemt that hud become 
redundant in the city should letuni to the 
village whcE" it would he absorbed in 
agriculture and where it could count on 
the help of family, co-ieligionists and the 
community as a whole I'his ignored the 
fact that the massive labour migration had 
in Itself been the result ot displacement 
from agricultuie and the village 
Inleimiitcnt uiban employment acted as a 
satcly net. and this has now come to an 
end toi many people Moreover, the village 
IS no longer a community in which 
collective caic cn.sures transfers from the 
better oil to the less fortunate. 
C'oiniiioditisation of social relationships 
has caused the nch-pw>r contra.st in the 
couiUiystde to become just as acute as in 
the uihan milieu J have lound that mutual 
support within the lanniy and between 
neighbours still prevails, but pieciscly at 
the bottom of the village economy .such 
aid IS too little and too incidental for 
survival 

The introduction ot a stK'ial safety net 
financed by government should be seen 
above all against the background of 
gmwing pohtical unrest and social tension 
The Woild Bank had no choice but to 
.shore up the ilwindlmg legitimacy ot the 
Indonesian state with ample loans. The 
programme, started in the autumn of 1998 
and taigetcd on the pool masses, consists 
ol cheap nee lations In my lieldwork 
villages, the dcstiibution ol that rice has 
not (loceedcd accoiding to plan Monthly 
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consignments arrive vei^ irregularly and 
in varying amounts while their distribu¬ 
tion diK-s not wholly oi even pninarily 
hi-iieln the poor The better otf insist that 
ilie distiibution should not be restneted 
to their indigent fellow villagers At the 
LkuI level the new order-style of gi vern- 
nieiit and prditics still continues, and as 
a result a large part ol the cheap rn e is 
stphuneii otf by \esied inieiests This 
1 *'not only due to coiiuption Mai.v id 
the poor w hoiti 1 questioned said that 
they did not liavc the money with wliitii 
to buy the low-pnccd i tee. costing 10.lKHi 
lupiahs 1 wiincwhal mi >re than one dolJai) 
pel Ht kg 

Hmploymcnt on public uinks has Ikvii 
equally unsutcesstid In nioM cases (he 
iniHiesl hodgel asailaMc loi the puipose 
has been used (or load inipmvenieiils, but 
wages represent a mere lOpereeniol loial 
cspendituic In oidei to distribute the 
hcnclil as iiiuch as |vissihle and lieie, 
too, the non pool demand liieir sli.iie - a 
neu gang is leiiuited eat h day. wiili the 
result tli.il one lotisiiuelion pio|eil 
provides no inoie than ihiee ol lour days' 


woric to one woticer. Tbere is no evtoence 
thtit any serious attempt Is bdng made to 
combat unemployment. 

The linal link m the social safety net is 
(he granting ol small-scale credit. Self- 
employed woikcis - such as petty traders 
and shopkeepers, farmers and craftsmen 
- are clublx'd together in .small groups and 
given loans meant to stimulate pniductivc 
acii viiv The amounts pnivided ate sti low 
howe \ ei. 1 aiiging, (rom 50.000 to 2.()0.(XM) 
nipiahs (SIS 10 15 dollars), that it goes 
without saving that this money will be 
.siieiii on Lonsuinplion and that repay¬ 
ment Is cvticincly unlikely. Moreover, the 
laiiliiy IS piovided tmly to those (omi- 
n.iic people who already have sonic 
capital at their disposal I have not en- 
t tiiinieieil a single jobless migrant or land¬ 
less lahiHiiei who has benefited ironi (his 
cheap credit 

Snell disappointing experience with (he 
social safety net have now causc'd the 
Woi Id Itank to postpone a loan ol another 
WK) million until after the elections in 
June I0‘)9 As leasons loi doing .so, tlic 
Hank lists political abuse and non- 


iianspaRiHstKireBHwn;** apotiie term lor 
corruptioo. In my view, however, the 
leakage of money intended for comhatm? 
poverty is a political rather than an 
administrative probimn. Under the 
order the poorest segments of th.- 
population had been deprived of any 
po.ssib!lity of improving their htc am! 
labour standards through collective iiLtioi, 
Any such effort beyond the control oi the 
authorities was considered subversive 
Social activhsts who ventured to detem- 
t he I ights of the working cia.ss di.sappearc(f 
from public view, and the poor had lost 
all capacity to join hands. Hie silence that 
wa.s imposed upon them has in no way 
been lilted At present, chanty with which 
1(1 alieviate the worst suiferingis essential 
and the nun-governmental organisations 
clevoicd to this task grow daily in numbet 
But such charitable cl forts, however, 
t ummendahle wfien their intentions are 
geiuiine, remain far removed from any 
stiucluial combating ol poverty This 
ri'quircs a redistnbution ol economic and 
political power Tlie light Inrsocialequality 
has hardly begun 
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PERSPECnVE 


Changes in the Fanuly and die Elderiy 

am Shah 


Though household organisation in India is undergoing stresses and 
sirains^the future well-being of the multitudes of the elderly lies in 
iheir remaining in the joint household. For this a process of 
adjustment between the older and the younger generation needs to be 
mcouraged so that they arrive at a new understanding of their 
mutual needs. 


THE subject of changes in the fanuly and 
their impact on the elderly in modem India 
has been receiving a great deal of public 
attention these days. We find frequent 
discussions of this subject in newspapers 
and magazines, on television and radio, 
and on the public platform. These discus¬ 
sions are most welcome because they 
highlight the importance of the subject. 
However, I am afraid 1 have to point out 
that frequently they are highly siropli.stic 
and repetitive Social science research on 
the subject is also increasing, but unfortu¬ 
nately most of It lacks sufficient con¬ 
ceptual. methodological and analytical 
ngour and is repetitive Moreovei. most 
of It IS conlincd to a small section of 
siH'icty, namely, the middle class, retired 
people in die organi-sed sector in urban 
areas The vast majonty of elderly people 
living in rural areas and tho.se working in 
the unorganised scctoi in urban areas arc 
neglected. We need to develop a perspec¬ 
tive covenng all sections of the elderly in 
the country. 

I have ju4 now mentioned the nec'essity 
for conceptual ngour The most funda¬ 
mental concept in this regard is ‘family* 
Itself. In popular language the word 
'family' has several different meanings, 
but scientific discourse demands precise 
use of words It has now become common 
in social sciences all over the world to 
distinguish between ‘household’ and 
‘family’. For example, in India wc com¬ 
monly find that a son’s household may be 
separate from that of his parents’, and two 
or more brothers may live in separate 
households, but they consider themselves 
as belonging to a single family. In this 
situation it would be confusing to use the 
word ‘family’ for the household. It is 
common in pofnilar discourse to say that 
(he joint family is disintegrating, but this 
statement can be highly misleading be¬ 
cause a joint household may be divided 
iniolwoormorehouseholdsbutlhe.se new 


hou.scholds behave a.s members of a single 
family. To understand the situation of the 
elderly it is absolutely essential to find out 
if an elderly person lives in a household 
or not It IS not sufficient for him or her 
to be a memhci of a family. 

The distinction between ‘hmsehold* and 
‘family’ is not a matter merely of words 
but has a deeper meaning and substance 
in Indian society 1 have described at con¬ 
siderable length in my two bonks on the 
family in India (1*)7.^, 1998) the situation 
in which manned sons set up separate 
households from that of their parents’ 
This situation isquitecomplex and marked 
by play of emotions and sentiments. A 
different kind of relations develop be¬ 
tween parents' and sons' households 
consequent upon separaUon - what I have 
called inter-household family relations 
I lowcver. cordial these relations might be, 
their quality is different from that of re¬ 
lations in the integrated household. As 
time pas.scs and parents prow in old age, 
they become acutely sensitive to the 
consequences of household separauon. The 
sons may remain cordial from a distance 
They may even provide money for par¬ 
ents’ maintenance But that is not suffi¬ 
cient Hindulaw hasniledsincetheancient 
umes that the members of the joint family 
are entitled to receive maintenance from 
joint family property. Financial support 
may thus be available to old and drsabled 
pwents and it may even be enforced by 
law. However, law cannot enforce re.si- 
dence in a joint household What is mo.st 
distressing and depressing to old parents 
is their isolation from a joint household 
It IS bearable to .some extent as long as 
both the parents arc alive, because they 
can support one another. But when one 
of them passes away, isolation of the 
remaining parent oecomes highly critical 
la any study of the elderly wc have to 
find out their living arrangement. It is well 
known that since the ancient times some 


elderly peoplein Indiaabandon their homes 
and go to live in pilgrim centres such as 
Varanasi and Mathura And inrecent times 
some elderly people live in the homes for 
the aged However, the number of old 
people living in such institutions is very 
small 1 have not yet seen any count of 
such old people in pilgnni centres, but 
their number cannot he large As regards 
homes for the aged, we know that there 
are about 7{X) of them in the country as 
a whole, with approximately 28.(X¥) aged 
people living in them (figures provided by 
HelpAge India, rc.scarcb and development 
division). It will readily be agreed that the 
number of aged people living in lasiitu- 
tions IS only a drop in the ocean of aged 
people in the country. The vast mafonty 
of old people live in households 

Unfortunately, the Census of India docs . 
not provide figures regarding the various 
types of households in which old people 
live For example, we do not know how 
many old people live in single-member 
household, i e, an old man or woman 
living alone, how many households arc 
compu.scd of two old poisons, most com¬ 
monly, a hushnnd-wife couple, how many 
households are composed of one or both 
of old parents and one or more young, 
unmarriedchildren, how many households 
are composed of one or both of old parents 
and one married son and his children, and 
how many households are compo.scd oi 
one or both of old parents and two or more 
mamed sons 1 would suggest that insti- • 
tutions like HcfpAge India should pres- 
.sun.se the Census of India to provide these 
figures. 

While we do not have direct infi nmation 
about the living arrangement of the aged, 
we .should use whatevci indirect informa¬ 
tion wc have to get at least an approximate 
idea of the .situation in the country Con- 
.sidciublc research has by now accu nu- 
lated on the numerical and kinship com 
position of the Indian household since the 
beginning of the 19th century, i c. roughly 
‘'ince the establishment of British rule 
I have discussed this research at length 
in my two books on the family in India 
(1973, 1998). I shall only .summaiise this 
discussion here. 

Although the ancient ideal of the loini 
household was prevalent thioughout 
Indian society - the ideal that all the sons 
aftertheirmamage .should continue to live 
together with their parents it was basi¬ 
cally a Sanskntic ideal, prescrilied by 
Hindu senptures and pracii.sed mainly in 
a smell section of society composed ol 
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upper castes and classes. It was practised 
to a lesser extent among the lower ca.stes 
and classes and tribal gnrups which con¬ 
stituted the overwhelming majonty of 
Indian .society. Consequently, taking the 
society as a whole, the average household 
was small and simple or nuclear Conti ary 
to popular belief, every Indian did not live 
in a laigc and joint household llie average 
size ot the household remained between 
lour and 1 1 vc f roin about I K(K) AD to about 
IVfiO AD I sec Table 1 and its discussion 
in Shah I99K6S-671. Mo.st of the pint 
hoascholds were also small, composed ot 
oneorboth ol parents and only one miirried 
son The mam masons wete three (I) Life 
expectancy was low If many members of 
the oldci generation died out hefoie (he 
youngei generation was mairied, (here 
were lowc'' chances for joint households 
to survive lor long, if develop at all: 
(2) Massive povcity meant lower level ol 
household a.s.se(s and therefore lower ten¬ 
dency to live in joint households. If there 
was not much property, how can there be 
much joint pioperty lo become an eco¬ 
nomic base lot joint household ^ and 
(.t)The lower level ol San.skiiti.sation 
among lower castes and classes and tribal 
gioups meant a weak emphasis on joint 
household among the masses 
The situation ha.s changed in several 
ways after 1951, i e, loughly after inde¬ 
pendence Fust of all, the average si/e ol 
the household has steadily mctea.sed since 
the Census ol 1951 It was as high as 5 55 
in I9KI [scs.* Table I and Us discussion 
in Shah 1998 65 67] It dechncHl only 
slightly to 5 51 in 1991 (see Census ot 
India 1991 186. Table A-1) Inothei words, 
the average Indian has hcvn living in a 
larger household now than belore 1951 
This suggests largci numheii ot joint 
households now than helort 
For the tiist time in 1981 the ('ensiis of 
India provided figuies of households 
belonging to dificani types of kinship 
composition in the country. Thc.se figuics 
show that 45.98 per cent of the total 
hou.scholds were joint and 54 02 pci ccnl 
nuclear [see Table 2 and its discussion in 
Shah 1998 68-71 j. From tlicsc ligures we 
should not jump to the conclusion that (he 
joint household ha.s been disintegrating 
A proper interpretation of these figures 
requires us lo understand two lacts. One, 
on an average a larger number ot people 
live in joint households than in nuclear 
households Thus, although joint house¬ 
holds constituted 45 98 per cent, many 
more people lived in them compared to 
people living in nuclear households Two. 
there is what sociologists call the develop¬ 
mental cycle of th' hou.schold To pul it 


rooghly, there is a cycle of development 
from the nuclear to the Joint household 
and from the latter to the iormcr There¬ 
fore. at any point of time there arc bound 
to be nuclear as well as Joint households 
in the society Unlortunatcly, social sci¬ 
entists have not yet worked out the normal 
distnbiition of nuclear and joint house¬ 
holds in the country. All the same, 45 98 
per cent joint households in 1981 is not 
a low percentage at all. 

Tlic Ccusus ol 1981 has also pros ided 
data about the number ol married couples 
in a household [see Tabic 3 and its dis- 
cussioninShah 1998:71-72] Olthchouse- 
holds containing one or more couples, 
23.05 pel cent households conlained two 
or more couples. What is more important, 
howevci, IS the fact that about 40 per cent 
ot niatricd couples each lived wiih one or 
more othci couples Moreover, ol the 
households containing one man icd couple 
each, a .Mzcahle proportion wiuitd also 
coniain one nr more widowed memheis, 
such a.s the married man's widowed fa- 
thei, mother, brother, ot sister In my view, 
sue h households should be consiileredjoint 
households It would be a mistake to 
considei them as nuclear, as is licqucntly 
done in the literature on the family All 
in all. this data on couples indicates a high 
level ot joint household living 

late expectancy has been mcieasing m 
iiHKtein India, providing greatci chances 
than botoie lot development of joint 
households, (husc'oninhutingsigiiilkaiuly 
to (hen laiger numbers Moieovei ac¬ 
cording to a publication ot the Census of 
fndia [ShamiaandXcnos 1992 22-23] not 
only has the propoition of the aged jiopu 
lation (60 years and above) increased !;< >in 
5 50 m |95| to 6 42 in 1981, but ihc ratio 
of the numbei of aged poisons lo the 
nunilier ol (.hildam. called the index ot 
aging, has also mcreused from 13 7 lot 
eveiy KM) children in 1961 lo 16 2 in 
1981 III other words, it is the older poujile 
lather than children who have contributed 
lo the increasing average size ol the 
household Most ol these old people must 
be living in joint households, thus con- 
uibuting to the inercasing propomon ol 
joint hou.seholds in the country. 

Economic development of the country 
after 1947 as inctcascd the possibility of 
accumulating household assets, such as 
.sub.stantial houses, tumiture. utensils, 
vehicles, etc. providing a better ei onoinic 
base than betore lor development ot joint 
households 

Finally, sociological anu social anthro¬ 
pological studies all ovci India suggest a 
wider spre.'id ol Sanskntic values, includ¬ 
ing that ol emphasis on joint households. 


among lower castes and classes and tribal 
groups, i e, in the majority of Indian society. 

All evidence at our disposal thus points 
to the conclusion that, as far as the living 
arrangement for the elderly is concerned, 
many more of them are living in joint 
households withtheironeormoremamed 
sons or some other relatives today than 
about 50 years ago. The only exception 
to this unorthodox conclusion seems to be 
the wcstcmi.scd, professional, middicclass 
in urban centres among whom the empha¬ 
sis on joint household life appears lo be 
declining I Infortunately. we do not have 
statistical evidence about households in 
this section of .society, but circumstantial 
evidence seems to be unmistakable. 

When 1 say that many more of the elderly 
people are now living in joint households 
than betore. I do not wish to suggest that 
all cldeily people now live in joint house¬ 
holds Indeed, many elderly people live 
in .singlc-nicmhcr and husband- wife house¬ 
holds We have to lake into account what 
sociologi.sts call the developmental cycle 
of the household in undei.slanding family 
litc, including the lite ol the elderly 
Accoidingly, Ihcre arc bound to be some 
elderly people living in single-mcmbct oi 
husband-wife households at any time m 
the .society We do not know whether then 
piopomon in the .siK'ioty as a whole has 
increased or not, but their proportion seems 
to have inerca.scd in ihe protessional, 
middle class in urban ureas Tins is a 
vulnerable section of the cldcily What 
seems lo have aggravated then living 
conditions is the absence oi strong 
neighhouihood lelationships in large, 
modeln elites compared to prevalence ol 
such relationships 111 villages, small towns, 
and even old sectors ol large towns. These 
eldeiiy persons are isolated not only iiom 
their kin hut also Iroiii ihcir neighbours 
This makes their life doubly miserable 

When I say that tnoic elderly people live 
in joint households now than about 50 
yeais ago, I do not wish to suggest that 
their quality of life in these households 
IS hcttci now than before. It is nccessaiy 
to distinguish between the living arrange¬ 
ment of an elderly person in a Joint house¬ 
hold and his or her quality of life - assured 
food, nutrition, m^ical cate, company, 
etc - in this household, leading to an 
overall satisfaction with it. While the living 
arrangement is a visible thing and can be 
easily observed and measured, satisfac¬ 
tion with this arrangement is not easily 
observable The latter depends a great ded 
on the nature of inter-personal relations 
in the household which covers attitudes, 
emotions and .scniimcnts. We do not have 
deep and ngorous studiesof these relations. 
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In the absence uf such studies we have to 
depend on our personal and general Ob' 
servations and on insights derived from 
a few micro-studies. 

In popular discussions of the Indian 
family there is a tendency to glorify the 
past. The elderly people in particular tend 
to provide ui idyllic picture of it. Fre¬ 
quently it is assumed that |oint households 
were free trom tensions and conflicts in 
the past. Conscqumtly there is a tendency 
to paint a dismal and alarming picture of 
the present, as if every thing is falling 
apart I think a more reaiistic appraisal of 
both past and present is required Teasions 
and conflicts always cxi.st in joint house¬ 
holds in the past They are not a recent 
development Only their nature and inten¬ 
sity seem to have changed. Not only that, 
people are also making serious attempts 
to deal with them It seems to me that a 
pioccss of adjustment has been going on 
between the older and the younger gener¬ 
ation in their family iilc in modern times, 
and we should try to understand this 
prwrc.ss 

A definite change has been taking place, 
lor example, in the attitude of the oldei 
generation towaids their niamed daugh¬ 
ters Iraditioiially, particularly in north 
India, tlic patents refused not only to stay 
but even to accept fiKid and water in their 
maiiied daughter's home Normally there 
weie very tew occasions loi parents to 
visit then daughlei's home Howevci. as 
1 have widely ob.served in (iu|aral if for 
some reason the patents had to visit their 
daughter’s home, tliey would first go to 
the home ol one ot her neighbours, rela¬ 
tives or friends in the village or town, 
place their baggage there, and take water, 
tea and foixl there They would go to the 
daughter's home altei wards If for some 
leason they had to go to their daughter's 
home first, the daughter would offer them 
water or tea borrowed i rom her neighbour 
If they had to stay overnight, they would 
.stay any where else hut not in the daughter's 
home. Before commencing the return 
journey they would give a substantial gift 
to her and her children. The iundamcntal 
idea guiding this behaviour was 
'kanyadan' The parents believed that a 
daughter at her marriage was given away 
as gift to her husband and his family, and 
therefore nothing could be received in 
return trom her In this ideology there was 
no scope for even a disabled or destitute 
old father or mother to shift to live in the 
daughter’s home, however much she might 
want to take care of him or her at this stage 
ol life. 

All this IS now changing, nut only in 
towns but even in many villages Parents 


are, of course, even now reluctant to shift 
to live in their daughter's home. But if the 
worse comes to the worst, they do not 
mind shifting. Nowadays we Find many 
daughters talcing care of their old father 
or mother 

The demographic situation isalsochang- 
ing, particularly in the upper and middle 
classes. Since these classes have accepted 
the small family norm - some have ac¬ 
cepted even one-child norm - there arc 
greater chances now than before of emer¬ 
gence of nuclear lamihes of parents and 
one daughter. Thc.se classes have also 
developed a liberal attitude towards daugh¬ 
ters, such that they arc not ovetly unhappy 
for not having a .son When the daughter 
moves to her husband’s home on mar¬ 
riage, the parents are left alone. As long 
as both ot them ate alive they support one 
another in old age However, when one of 
them pas.scs away, the remaining parent, 
IS forced to consider the question oi shift¬ 
ing to the daughter's home. Change.s in 
Hindu Law have also helped transmission 
of parent's properly u> the daughter rathci 
than to the fathei's patn-kin, so that she 
IS not unduly burdened widi expenses oi 
IcHiking alter the old and disabled parent 

As regards .sons, because of the small 
family norm in the upper and middle 
classes, usually the parents have only one 
or two sons Ihe new occupational struc¬ 
ture usually lorccs each of these suns to 
leave the parental home and settle in 
another city in the country or abroad. 
Sometimes all the .sons, including even the 
only son, are forced to move away fnim 
the parental home In this .situation the 
parents and sons work out a visiting ar¬ 
rangement However, the visiting arrange¬ 
ment may becunie infrequent oi even break 
down. The paicnis have then to live alone 
As long as both oi them are alive there 
IS not a senoas piohlem. But when one 
uf them passes away, a crisis arises. The 
sons and their wives may try their best to 
acaimmoddle the .surviving parent, but 
.sometimes this denis not work out to 
everybody’s satisfaction, and the parent 
is left alone I have already mentioned 
how the life of such an elderly person 
becomes miserable in modem large cities 
without congenial neighbourhood relation- 
.ships. 

In the traditional .set up, if an old man 
did not have a son to support him, he was 
often welcomed by one of his brothers to 
join him in his household. This is becom¬ 
ing Ic.ss and less f.equent, particularly in 
Cities, partly becau.se of the small family 
norm - frequently there are no brothers 
- and partly because of the shrinking range 
oi joint family ties In the case of a woman 


without a son, usually .she was wclcorred 
to rejoin one of her hmthers Nowadays, 
however, either she has no brother or, if, 
she has one, het return to his home is« 
becoming less and less trequenl 1^'a 
daughter-in-a-law is leluctant In take due 
of her parents-in-law. how docs one ex¬ 
pect her to take care of hci si.stcr-in-law? 

The increasing age at mamage has played 
a major role in aggravating tensions in 
joint households In the case ot child 
marriage the daughcr used to begin her 
adju.stmcnt in the con|ugal home at an 
early age when her habits, tastes and ideas 
were still in the formative stage, and 
therefore her eventual integration in the 
joint huu.sehold was relatively ca.ster. 
Nowadays, however, she enters her con¬ 
jugal home when her adult pcrsoiialiiy is 
almost all set She may also bring with hci 
strong ideas ol individualism ron.se- 
quently, her adju.stnienl with her parents- 
in-law becomes dilFicull 

Ncvcrthelcs.s. it is necessai^ lo iiecugnt.sc 
that the attitudes ot the nidet generalioii 
towards the younger generation ate al.so 
ch.'inging It IS particularly noticeable that 
the older gcnciation is much less authori- 
tanan now than bctoie. Gradually a spun 
nf accommodutinn and ad|ustmeiu with 
the younger generation is sptending in the 
older generation 

An important aspect of parent-child 
rclat lonship in the urban pmtessional class 
IS thqt usually parents make heavy emo¬ 
tional and niatenal investment in bringing 
upchildren, paiticulai ly .sons Many middle 
cla.ss parents sacniice a lot tor the child's 
caiecr This investment begins with put¬ 
ting iHb child in a nurseiy school and goes 
on increasing till the child gets settled in 
hts ot her profession, .say, that ol a doctor, 
engineer, icchnotogisi. business ctccu 
live, chartered accountant, or government 
officer Mo.st sons and daughters n'cipro- 
cate positively towards parents and repay 
the investmt'itt. as it were, in later pha'a'S 
of life 

The most cntical test of this relationship 
comes when parents become old and 
disabled As mentioned earlier, the prob¬ 
lem IS not acute as long as both the parents 
arc alive But it hceomes acute when on 
of them passes away, and the other is 
struck by some senous ailment rei|uiiiiig 
constant nursing In this situation, while 
the son’s willingness to look attei the 
parent is usually not in doubt, the daugh 
tcr-in-law's willingness to eo operate is 
questionable. Mosldaughters in-law willy- 
nilly come lound One thought plajs a 
sobering role with them “If I tio not l.ikc 
care of my parents-in-law. niy brothei's 
wife iMil do the same to my parents " 
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1 have (Jesenbed aimve various situa¬ 
tions in which elderly persons in upper 
and middle classes in uiiian areas arc Iclt 
alone - noi so much the old cuuplus hut 
widowed, divorced, and never married 
sm{;le elderly persons, as mentioned car- 
liet Thc‘ increasing niimhcrs of such eld¬ 
erly persons are a challenge to modem 
India, requiring all of us to place out heads 
together to find solutions It seems to me 
theie IS no one sure solution Diffeicnt 
strategies need to be adopted in different 
situations TIic ideal solution is to relocate 
the old pi'rsons in a suitable household 
The goveinmcni may olfei a tax incentive 
oi a giant to a household accepting him 
or her However, care should be taken to 
sec that such an incentive is nut misused 
or abused 

Is the home lor the aged a good solu¬ 
tion'^ We have to recognise in this icgard 
the diflereiues between such homes set 
up by castes and religious groups on the 
one hand and by the government on (he 
other Some castes and sects have set up 
homes lor their aged in pilgnm centres, 
thus giving a new foi ni to the ancient idea 
ol old poisons spending the rest ot their 
life in pilgnm (ciitres The community 
institutions seem to piovide a nuire con¬ 
genial environment than the government 
institutions We may lecall that ourcoun- 
liy does not have a very good record of 
lunning covcinment institutions, apart 
from die taci that the goveniment does not 
have sufficient money for setting tliein up 
In any case, the homes for the aged do not 
offer a solution to the problem ol the 
multitudes of aged people in the countiy 

Old age pensions provided by she 
govetiimenl are trcquently cited as a 
solution to the prtiblem of the elderly 
Similarly, aigumetits arc made in favour 
of legislation to loice the members of the 
elderly person's family to pay inamtcn- 
aiice ex|>enses to the elderly Suiely, 
monetary help is helpful But tt would he 
a giavc mistake to view Ihc problems of 
the eldcrlv in pui cly monclary terms Even 
if an cldeily person has .mffictent money 
hul IS abandoned by (he family and has 
lo hse an ivilated existence, particularly 
in inhuman urban neighbourhtKKis. his or 
her !.le is likely to be miserable 

]i IS hatdly necessary to emphasise that 
the liiture well-being ot the multitudes of 
the elderly in India lies in their remaining 
in the joint household One may call it 
joint tainily if one likes, but it must he 
clearly undersitKid to mean (oinl house¬ 
hold This household organisation is 
obviously undcigoing stres.ses and strains 
in modem times However, I have strong 
impiession that it is also undergoing a 


process of adjustment so that it can sur¬ 
vive. This process of adjastment should 
be encouraged by education and well 
informed public debate and discussion 
Both the older and the younger generation 
need to arrive at a new undersunding, iur 
which both need a new socialisation. This 
IS a matter of society and culture, ot ideas 
and attitudes, not of law and force. While 
individual freedom should be valued, 
individualism as a cult does not seem to 
have a place in the idea.s and a.spirations 
ot the vast maionty of people in Indian 
•society Mindless, uncontrolled, rabid 
individualism which is often spread by the 
media in the younger generation these 
days IS not likely to be conducive to the 
well-being of the elderly and the creation 
oi a healthy .society 

(This IS a revised version of Ihc senpt of iny 
lecture arranged hy HelpAgc India al India 
International C'enirc, New Delhi on Ucccmlici 
16.1998 I lhank M N Sniuvas, Anceta Minoiha 
and Tulsi Patel foi comments on the sciipi) 
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REVIEWS 


Perils of Borrowed Growth 

Deena Khatkhate 

Pakistan’s Economy at the Crossroads: Past Policies and Present Imperatives 
by Parve/. Hasan; Oxford University Press, Karachi, 1998, pp x + 375, price not 
mentioned. 


MEASUREMENT ol economic perfor¬ 
mance of maional economics has now 
become one of the most controversial 
issues, among both economists as welt as 
those who run the economies If the rate 
oi growth Is fairly high cveu securely, it 
IS dismissed as a measure of well-being, 
as It does not retlect the changes tor better 
or foi worse m income distribution and 
the number of the people below the 
poverty line If on the other hand, the 
piugTe.ss oi economics is evaluated by 
the yardstick of social indicaiors, which 
pa.ss olf as human development indica- 
lois, inspired by the pioneering woik ol 
Ainartya Sen. il raises a question as to 
whether they are really independent of the 
income niea.sua' Perhaps a practical way 
IS lo take a composite view o( economic 
development, which includes a ludgment 
based on a broader perspective ol the 
political economy ol the couiitiics con¬ 
cerned 

These thoughts crowd in one's mind 
while reviewing this book on Paki.stan's 
economy by one ol Pakistan's leading 
economists, who was both at one stage of 
his lile a policy-maker m his country and 
a senioi policy-level economist in the 
World Bank. TTie penod covered is from 
the inceptionof Pakistan in 1948 to almost 
1998. The way Parve/. Ha.san has analysed 
Pakistan's myriad problems, both eco¬ 
nomic and political, the changing kalei¬ 
doscope of Its polity and its interaction 
wilh global trends, hears out the pcrccp- 
tiveness of his mind, his high intellectual 
integrity, admirable objectivity and un¬ 
common ideological neutrality These 
attributes combined w ith an international 
perspective that he acquired by his long 
association with the multilateral iastitu- 
tions. which exposed him to several de¬ 
veloping countnes in A.sia, have imparted 
a certain degree ot credibility and authen¬ 
ticity as well to his evaluation of Pakistan’s 
economic policies and problems. In doing 
so, he has been savvy enough not to hurt 
some of his economist friends involved in 
Pakistan'jS economic management during 
ihe Ayub Khan and Zia regimes even as 
he was critically assc.ssing their roles. 


Going purely by aggregate GDP, 
Pakistan's record .seems quite respectable 
Between 1960 and 199S. the average rate 
ot growth was around S per amt, which 
was higher than that of India and the 
Philippines and not far below that ol 
Indonesia Per capita growth ot Pakistan, 
however, was mucli below that of these 
countnes including India Inflation pci- 
lormance likewise compares favourably 
with that of India, Sri Ijinka. China and 
all the cast A.sian countnes The fiscal 
dcTicit of Pakistan w<is not any worse than 
that of India 

Income-dislrihiiiionwisc, Pakistan has 
certainly not done well, the number of the 
poor has diamatii<illy incn;a.sed to reach 
a level ot 45 million at present. Income 
distnbution has slightly detenorated even 
though the rate ol growth of GDP was 
generally satislacioiy Thus, “the house¬ 
holds income shaie of the lowest 20 per 
cent, though it has fluctuated over time 
and was at 5 7 pei sent in 1990-91 - lower 
than 6 4 percent in l%3-64 and substan¬ 
tially lower than the peak of 8.2 per cent 
in 1969-70 ovei 1964-91 - the ratio of 
highest 20 per cenl to the lowe.sl 20 per 
cent incieased Iroin 7 1 to 8 6'' (p 61) 

Howevei. Pakistan differed stnkingly 
Irom India and other developing countries 
in respect of certain crucial macro-cco- 
nomic variables Ovet the penod of lour 
and half decades. Pakistan’s domestic 
.savings to GDP latio remained at a very 
low level II fust incieased from 2 percent 
in 1949-.50 to the highest 13 6 per cent in 
1987-88 and has since then stagnated 
around 11-12 per cent. Even this ratio 
could not have been sustained but for the 
large defence support Pakistan rccelvc^J in 
the first few yeais. The investment ratio 
has been much higher by one-third, re¬ 
flecting that the main prop of the Pakistan 
economy alw'ays came from foreign 
sources. Contrast this to the saving per¬ 
formance in India and other countnes. 
India's domestic saving rate reached a 
high level of 24 per cent in 1993; after 
that It occasionally went beyond that level. 
All the countnes iii cast Asia recorded 
mi^st remarkable saving rates. As a corol¬ 


lary of this. Pakistan also had perpetual 
balance ot payments piobicms with the 
current account deficit remaining stub¬ 
bornly high, in the region of over 5 per 
cent, since 1980 This was despite the 
honan/a that Pakistan leapi'd from the 
migrants' remittances which amounted to, 
in some years, as much as i 2 billion 
dollars. The current account deficit is not 
by itself a calamity, provided the foreign 
and domestic savings art* well utilised to 
raise pioduclivity and efficiency of in¬ 
vestment. as the cast Asian countnes like 
South Korea, Thailand, Indonesia and 
Malaysia did dunng the 19X0s However, 
Pakistan could not do that as is evident 
in Its inability to niise exports The con¬ 
clusion IS stark even the iavourahle ex¬ 
ternal shocks could not he harnes.sed fur 
Pakistan’setfurt to maintain sclf-sudained 
growth 

I'here is yet another debilitating feature 
of the Pakistan's economy which Ha.san 
has spotlighted Pakistan ran a mounting 
public debt, both domestic and loieign 
'fhus, total debt of Pakistan eonstitute^l 82 
per cent of GDP in 1995 and this ratio is 
on the rise Ol this. .50 per tcni is foreign 
debt India's tcnal public debt, on the olhei 
hand, constitutes about 51 per cent, of 
which only 10 per cenl is foreign debt All 
other south-east Asian countnes. exiept 
Indonesia, had very insignificant anmunt 
of foreign debt until 1999 It is these 
aspects of the Pakistan’s econoinv which 
have taken il to the brink al present 
Borrowed growth may help an ci ononiy 
but only for a while and unlevs tlu* economy 
pulls Itself up by Its own bootsiiaps, it 
would tend to swirl into crisis even now 
and then as Pakistan's experience has 
amply demonstrated Except dunng the 
Ayub Khan period when Pakistan seemed 
to have discovered a strategy ol develop¬ 
ment, suited to Its own instiiutionai, 
political and social eiivironmeiu, it nas 
drawn a blank in general and unless it 
makes a tundamental change in the defin¬ 
ing principle of its policy matnx, it would 
hnd It difficult to get out oi the lecurrcnt 
crisis that it finds lisell in. 

Hasan has tned hard to demysnly ihc 
policy conundrum by letuming to Ihe 
question of past policy piTformanci, nature 
and causes ol policy lailutcs and the 
dynamiwi ol dccision-making dunng the 
various political pemxis As a diagnosis 
of policy failures one* could not agree with 
him more. In Hasan's own words, “in 
Pakistan’s case, especially in the penod 
after Ayub Khan, suicessivc politics 
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leadership lacked a clear economic vision, 
a sense of strategic diiection, and a strong 
comnutmeni to economic development. 
Because annual growth remained high and 
there never wa.s a serious financial or 
economic cnscs. longer-term adjustments 
could be oltcti ignored. The relatively 
ea.sy availability ot external souices of 
lundinginvcstincntsalsocnabicd Paki.stan 
not to face hard choices between pie.senl 
and futuic consumption. The dyiumics of 
policy-making weieaivtgieatly influenced 
h> the powerful lop layers of bureauciacy 
'file icmarkahic continuity in ccunomic 
leadcrship at the top civil scivice levels, 
while impaiting a measure ot stability to 
policy-making and ensuring a rt'asonably 
cllicient day-to-dav management also 
hindered anv radical departures fiom past 
policies" (p 791 fills IS all unexceptional 
but what lia.san misses is that theie is an 
air ot dv/a vii ahcuil Ins diagnosis What 
he .says toi Pakistan equally holds lor 
India and some othci Lountries. but with¬ 
out the consequences laced by Pakistan 
A similarly iiilcrveiitionist regime in In¬ 
dia. with all that gix's with it. such as a 
dvsfuiiLtional Imicauiiacy. political chi¬ 
canery, and distorteil economic incentives 
culminaiect in many wrong things winch 
thwarted India's i-cononnc giowth and 
.stmcturul ihange. but ii did not bung 
' down Its domestic .saving latc, raise bal¬ 
ance ol payments dcliiit. oi boosted the 
countiies' loicign debt as in the ca.M* ol 
Pakistan One has to look loi an ullcina- 
tivc explanation toi Pakistan s iailuic 
Similarly, the p:i-st.riptic>ii flasan sug¬ 
gests tor Pakisiaii lo gel out ol ns piesciit 
pioilicainent is lun convincing 'Iime.uid 
again, in his discussion, he icitcialcs the 
implementation lailuies. wnhout asking 
liimscii why those tjiliuc's oci. lined leeur- 
rcntlyinlliciiistpiacc ilisainst.intietrain 
IS that strucluial rclornis .shooi^ have bc'cn 
ngoioiisly putsued But lie tends to pick 
bones with the authorities when they 
pushed thicmgh the si.uctuial rclornis w itli 
speed and urgency lie is concemed with 
the trade liheiahsation legime, which led 
to a Hood ol impoits. adversely atlectmg 
donie.stic industry Incieascd .scope lor 
private scvlor is howneJ upon because 
"the private sectoi paituipated in Ihc 
invcstiiieni boom but did not step up the 
rate of ilssav ingsand instead nrlu'cl heavily 
(Ml hoirowod funds, both Imm the domes¬ 
tic banking svstcin and loieign lesourccs 
lot financing projects ’ (p 2“l i Paki.stan 
litioi ali.scd the f inaiicial sec lor in the sense 
ii IS ui.ilersiood in academic literature and 
in tliepoliev advice provided hy the Woild 
Bank and tiic Fund llasun concedes. "Ihc 
financial sci tor tefonn over l‘)0() % did 
achieve a ilegri'c ol iiileicwt rate liberalis¬ 


ation, moderate reduction m credit sub¬ 
sidies, move to market'based govenunent 
borrowing, stiengthening of prudential 
tegulation and increased (»mpetiUon in 
the banking system” (p294). But his verdict 
IS that “the financial system refonm can¬ 
not be considercd lo have been a success ” 
He. howevci. attnbutes this outcome to 
the macro-economic instability. Here again 
the contra.si with India, which was simi¬ 
larly situated. IS sinking The structural 
reform combined with stabilisation, though 
not full-blown, did turn around the Indian 
economy with an expanding hon4on ol 
incentives unlike Pakistan’s. 

Tile question that needs to he faced 
head-on is why even the best policies, 
levied in the crucible of experience in 
scvcnil (Hher countnes, did not succeed 
in Pakistan Perhaps there should be a 
political econniiiy explanation for the lack 
ot Pakistan's endunng growth and its 
pi oneness lo ficqucnt crises The domi- 
nanl state in the Pakistan fcderatiun is 
Punjab, in let ms of political power, eco¬ 
nomic clout and participation in defence 
and civil scivice Any economic jiolicy, 
thcielon*. has to have the tacit approval 
ot this most dominant cla.ss, which also 
means that any policy (hat is likely to 
eiodc the power ha.se of this cla.ss would 
have 110 chance of being accepted The 
financial .sccloi as well a.s the private sector 
arc hotl'. strongly dominated hy (Uie .state 
and since political powei too resides in it, 
even a faeilitaling policy to the benefit ol 
the uticcicd class, wcnild not be implc- 
nionted if it entails a cost which is con- 
sideicd lo be onerous. That is why in 
Pakistan il has not been possible to raise 
taxes from industry or agriculture, which 
has made its lax system highly inelastic 
!.ikewisc'. inconios are also concentrated 
in the lop bracket of this one class, whose 
marginal pmpensiiy to save apparently is 
not high, while other classes have a low 
tnaigin lor saving Though the financial 
.system is loinially liberalised, Ihc owii- 
eisliip ol hanks remains concentrated in 
the same domin.ini c lass. As aresuU. actual 
liinclioning ot iho institutions pnimotes 
the same economic inefficiencies as be¬ 
fore the linuiicial reform. In short, the 
incentive s\sieiii simply docs nw work 
It follows. 'Iictclore. that fundamenial 
polu y reform m Paki.stan should be predi¬ 
cated on a ladical rcstructuting of the 
pofiOcal process which will disperse poli¬ 
tic al and ccom )niK power in orderto allow 
the excluded classes lo participate in the 
economic management of the country 
fhis hook I. a solid piece of work which 
assiduously niaishalls data and institu¬ 
tional details lo narrate a cohesive and 
convincing stoiy ot Pakistan's economic 


development. Perhaps the nairatitMi would 
have had a better focus, if it was not dis¬ 
tracted by time-slicing and contextu^sing 
by poltucal regimes, particularly when the 
underlying political economy cuts across 
all the regimes Hasan could have suc¬ 
ceeded in identifying a key to the policy 
alternatives with all their political conno¬ 
tations, if he had gone deeper uito the 
anatomy ot Moeen Qureshi's afl-too-bnef 
pnme mini.stership. Quershi did all the 
dream things conceivable in the best of 
all possible worlds, only because he was 
nol hobbled by political baggage, thereby 
undersuunng the tact that a .solution to the 
economic problems of Pakistan lies in 
unraveling its political economy. Who 
else I.S more eminently suited to perform 
this task than Parvez Hasan with all the 
analytical .skills he has so abundantly 
displayed in this biKik? 
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Debating Multiple Realities 

Vikash N Pandey 

Meanings of Agriciiltare: Essays in South Asian History and Economics 
by Peter Robb (ed); Oxford University Press, Delhi, 1996, pp <X9, Rs 495 (Cloth). 


THE contemporaty agtarian debate is 
engaged with the concerns such as (a) 
modernity and development vs traditional 
and pie-modern symbiosis between culture 
and economy: and (b) recent upsurge in 
the economic subiugation ot the 
developing countries through globalisation 
and liberalisation The present volume is 
a collection of papets discussing these 
differing themes through an exploration 
into three dimensions of south Asian 
agriculture (local, fragmented, universal) 
in theircomplcx web ot purpose, function, 
forms and meanings 

The volume contains loui papers which 
liK'us on the erosion of the hetciogeneous 
liK'aliscd woi Id ot peasantry in south Asia 
under the hegemonic paradigm of 
inodernilv Thiough an elaborate analysis 
ot the multiplicity, conditionality and 
■cmpoial spci'ilicity of agricultural 
lorminology in prc-colonial south India 
(Tamil Nadu). Das id I .udden reconstructs 
'ageographiialtorniaiion' of pic-colonial 
south India This was replaced by the 
scicniifu discouise ol agnciiltuic in the 
modem era “It lonveitcd the agriculture 
into u text tor managerial act ol farming, 
.idviince technical expertise, aulhonsed, 
lesied and stored at the top and disti ibutcd 
irnm the top down, by states and their 
illied economic and scientil'ic experts” 
tp ^7). Under colonial regime such 
iiandaidisution called Indian agiiciilturc 
made all liKalilies look alike” (p 56) 

Imnicaily, Ludden himsclt co-opts the 
■past’ into the modern .science of 
geography After excavating pre-colonial 
universe* ol liKalism Ludden fixes it in 
spatial terms ”6v i wiring a imp of the 
peninsular across at the latituile of the 
eifihteenth parol lei north" (p 56; emphasis 
added) Is this mapping iLsell not a 
inodernisi gesture'^ Moreover, do all 
UK'alitics look alikc'^Ludden's es.say about 
•1 totalhscd eventuality ot ‘a worsted 

• xistcncc' allows intcntionality only to the 
'oloniscr and meek surrender by the 
(oloniscd. by denying resi.stancc and 
iheiehy diversity. 

Itic Mayer’s study is a rich exposition 
"I ihe colonial pnx:cs.scs in Sri I-anka 
'I'heiie the growth of plantation led to the 
toiiiraction in ’chenas’ Later on, the 
■' itionalists' support to the paddy culti¬ 
vators “in need of moral ’rehabilitation' ’’ 
(p 223) added to further sidelining of 

• hena and garden cultivation “The 


unexpected results were the development 
of. .a ’non-peasant’ society of rural 
colonialists, and mounting tensions with 
the nearby Tamil scttlcmentsin the northern 
and eastern provinces, eventually leading 
to the present ethnic ensis” (pp 224-25). 
Mayer finds the riHit ol this ethnic crisis 
in the myth of “well integrated and self- 
sufficient social and economic system well 
adopted to certain ecological factors”, 
“an idealised image of pre-plantation 
village” (p 223) fiitercstingly. he himself 
reconstructs the same pre-colonial picture. 
.Similarly. Benedict Hjejle provides 
engaging details of pioduction and land 
uses with relcrencetodiifcrcnt social layers 
and discusses the local resilience in the 
villages and towns along the Sarada nver 
in the southern division of the Vi/akha- 
patam distnci Yet. the conclusion is as 
it the good old oiiciual community spirit 
got cormpted by evil western rationality' 
However, high-point ol this cry against 
the ‘loss ol a gloiious world’, is S S and 
Chitra Sivakumars' study ot the organis¬ 
ation of agiaiian ‘-iKiety in Tondainian- 
dalam Accoiding to them' a) iheic was 
an integrated oigaiiisation of land, labour 
and water management, “maximising 
managerial economics of scale, or 
minimising transaction costs”; b) kinship 
and caste netwoik enabled “access to the 
main soutci* ol dissemination of all types 
of inlonnation” (pp 339-40); and e) a 
complex web ol entitlement forming an 
organisalional hierarchy in the agrarian 
economy “necessitated a high level of 
accountability among members, trans¬ 
parent functioning, and a concern for 
cohcsivencss” (p 342) Thus, the village 
as “a highly decentralised transaction 
icgiinc” (p 344) was “oriented towards 
three goals, guarantees of entitlement, 
flexibility 111 negotiating individual 
inceniives. a umirinfor spreiulinn ri.\L 
an OSS the popnUuc" (p 346; cmpha.sis 
added) And Ihe organic .solidaiity (in 
a Durkeimian sense) ol the caste .society 
tended to counter the distancing innitcnce 
ot hierarchy In this moral universe’, the 
compulsive loue ol the norms of 
‘dharmam’ coupled with the threat ol 
desertion against an autocratic ruler, led 
to redi.stiihulion ot wealth, cohesivencss 
and solidarity ol social groups Based on 
this Sivakumars postulate a dualism ot 
‘Ihe monotheist Bntish state andthcchurch 
ol England vs p,iiithctst Hinduism and 


Indian segmentary st^... (T)he former 
was exclusive in its outlook and hence 
propagated itself through proselytisation, 
while the latter was ever inclusive, and 
finally, while the former had no social 
theory, the latter operated through the 
paradigm of vama” (p 37(1) 

By implanting ’dharmie’ universe into 
day-to-day existence in each locality/ 
context, Sivakumars fabntate ‘organic 
solidarity' and pretend its celebration by 
all the .subjugated and hegemonic groups 
alike In addition to the nostalgia of brah- 
manical arrogance about ‘barbaric others’. 
there IS a pmhiem of fabrication ol a 
culture ot poverty in pre-colonial times 
As says Robb. “ . before Bntish rule and 
.since, India has had its own extremes of 
wealth and power” (p 24) Little attention 
IS paid to the inegalitanan and oppressive 
structural elements and us live iiiter- 
hnkages with (a) uneven distnbution of 
risk (life chances) acniss the population 
and resultant day-to-day conllicts between 
vanous layers of siK'ial hierarchy, and (b) 
the regional and siib-contincntal power 
pyramid (institutional architcclure) 
sustaining and, in turn, sustained by the 
local power asymmetnes One wonders: 
what IS the compulsion to uncritically 
glonfy the pn'-colonial asymmetries in 
ordei to critique the colonial and con¬ 
temporary oppressions'^ 

In tact, through an old Parsonian 
‘resolution’ ol systemic integration 
Louihcd in the language ol institutional 
economics, .Sivakumars reduce the human 
exisicnccloa trans-histoncal nietaphy.sic.il 
rule ot transaction cost A modem hbcr.il 
devi.se is employed to pnijcct a pristine 
gloty ol the past So, this nativist 
loundationalismof ‘we’ thecastem- ‘they’ 
the western (oncntal /spiritual /oiganic vs 
occidental / material / individualistic) 
creates two strange bedfellows in pi acticat 
politics - liberalsandtMdilionahsis lormet 
celebrating the single rule ot economic 
efficiency and the latter, eternal dham.ic 
ordei. Both negate the dynamic, multi¬ 
dimensional and transitory siK'ial existence 

CON'SI Nl, DlSShNI and Ml'l Ills l( IIS 

There arc five papers in the solunie 
detailing out the diveigences in labour 
relations and practices in Indian agm ulture 
acniss time and space Binoy Chaudhuii 
questions the deterministic not ion thai there 
was one way trajectory ol imposition of 
commcrcralisation on small peasant 
economy Hedetailsout“{a)thcdivorsiiie.s 
related to the loan advances in Bengal and 
(b) the nile ol ceitain conjunctions of 
market forces in creating condil ions wh. ic 
dependent peasants could cxeicise their 
collective will more eflectivelv than on 
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other i»ccasinns .. “ (p 91). But then he 
makes an assertion that the “matket forces 
were then to a considerable extent 
autonomous, in the sense that their opera- 
lion was now possible without the 
mediation of the established power 
relaiion,\‘iVbui. emphasisadded) Ludden 
and olhei s had e voked autonomous < ultui <■ 
and localities and Chaudhuri replaces it 
by market (as independent of powci 
relation.^) 

Sumit Ciuha points out that the relations 
between two hypothetical quantities, 
laboui-timc and work, tend to vary 
“atcording to season, topogiaphy, 
operation, equipment and the institutional 
arrangements ' (p 2oO> Mere counting 
tile number o( days in dirieiciit activities 
and” cait)ing out anthmelical operat¬ 
ions on such unlike units . (is) like .sub- 
traitiiig a lemon iroin a grapefiuit and 
dividing by an orange” (Ibid) A way out 
IS to ‘ineasuie laboiii inputs in Indian 
agnculture*. by converting all labour into 
standard labour units as suggested by 
D R Gadgil <f>p 2(>()6i). So, alter an 
inleiestiiig critique ol the reductionism 
involved in the mexsuicment of multiple 
laboui relations, Guha proclaims that 
the above-mentioned method, "would 
I ertoinl v he siipei lor in almost all i iicum- 
\taiues ” (Ibid, emphasis added) How¬ 
ever. will not this method, hound to a 
particulai penod / spai e, be another iiega- 
Uoii ot the heterogeneity in (he transitory 
foimsot thesoiialorganisaiioiiol labour’ 

In llicirpapeis. Kavi .Siivastavaand Konn 
Kapadia have disi:ussed lliesecomplcxilies 
focu.singon the processes and ncgcHiations 
taking place amidst stiuctuial inequalities 
and struggle to carve out the space lor 
rcscstancc I'htough a coiupa.s.sionate dis¬ 
cussion about the landless women 
labourers ol one 'uniouebahle' caste in 
Aruhxir village in easleni I'lruchirapalli 
dislriot, Kapadia nobces a “steady inctea.se 
in the use of piece-rate in.stcad ot daily 
wages in the payment of labour” (p 261) 
Employing the radical side of Foucauldian 
posi-structuralisin. she ai gucs that in (etm.s 
ol reoigaiiKsation ol the relationship 
between laboureis and work and among.st 
labourers, piece rate is more subtle, effi¬ 
cient and selt-iegnlatoiy, in other words, 
mcKlcrri peiiop(it.al Daily wages imply a 
lower rate lorlcssefficicnt labour, whereas, 
piece-rate arrangements mean gneaiercl lort 
and high ratesof nmiuneration, mipcrsona- 
li.scd control of labour through workers’ 
own s<*if-di.scipliiic, competition amongst 
them and their glowing vulnerability 
Srivaslava has examined the labour 
prcK'ess III two widely difleient agrarian 
settings, namely, tne villages situated in 


the eastern and western regions of Uttar 
Pradesh. In the eastern UP village the 
tracUtional labour relation.s are slowly 
changmgintwudiverseways: “aloasening 
ol the labour market on the one hand, and 
an mteasification of direct cxtra-economic 
coercive prc.ssure on the other” (p 230) 
In the western UP village, high labour 
absoiption in agriculture and other non- 
agncultural employment have changed the 
labour payment .systems (Ibid) Though 
“ thercaremarkedvanauonsinthepenud 
of teases and hence in tenunal security.. 
the highest incidence of tenunal insecunty 
in both villagesisamongtiiepoorerclasse.s” 
(p 233). Overall, these differences and 
sinulantics denote twin processes, “if 
alternatives arc available, the poor 
preferentially withdraw from interlocked 
rclatioaships . At the same time.. .surplus 
appfopriation may make use of existing 
model of surplus appropriation in very 
different ways, leading to diflereni 
outcomes” (p 249) 

Robb dcnlucts three lessons from this 
study (a) Relations ot production “aic 
influenced by local conditions. ” (p 12) 
(b) ‘The incamng of agnculture wasclcai ly 
quite diffcient for different classes” and 
“it was fiagmentcd ...” (c) “In terms ot 
decision, such sets of agrarian actors arc 
a long way from the optimising and 
supposedly independent farmers so often 
assumed to exist by economic policy- 
makeis” (pH) 

Utsa Patnaik and Abhijit Sen have 
di.seussed how the dcvelopment- 
undei development nexus is operating toi 
reorganising the production regimes and 
telalions in many third world countries. 
Patnaik's argument is based on a simple 
fact that agriculture and agro-climatu 
features aic closely tied to each other 
hccau.se. unlike manufactunng, crops are 
ilunate and soil specific. Dunng last two 
to three centui les world division of labour 
in agricultural piixiuction has been based 
on this ditleiencc between bio-divcr.se 
tropical world and the temperate world 
Through the iiustrument of debt, land and 
re.sourccs of the third world population 
wcie diverted so to grow and .sell 
exportables at the expense of their own 
consumption Thereby, the temperate 
regions gamed at cess to the richness of 
tropical bio-diversity at the cheapest 
pos.sible rates This logic of colonial era 
IS being replayed today through national 
external indebtedness of the developing 
countries and the conditionality of 
economic reforms for receiving loaas. 

Discussing this renewal and its 
ramifications, Patnaik argues that because 
of the contemporary changes in the 


perceptions 'idioat heabhy diM (more fish 
and white meat, fibrous green vegetables 
and fruits), especially amongst the better 
off consumers in the north, the home- 
demand for die temperate products is going 
down Resultant possibility of a large glut 
of (he northern agricultural products is 
avoided through (a) massive annual 
subsidies to the farmers by paying them to 
restrict acreage: and (b) export of surplus. 
The mam potential buyers of this surplus 
can be Asia, Latin America and Africa, 
onlyif these rcgionsdo not remain/bccome 
self-.sutficient in food production. Fortius. 
It is required that there should be a restraint 
on the growth of domestic incomes, market 
demand and consumption of their own 
goods/rcsourccs by the third world 
populat ion. Hence the double-edged pobey 
measures of structural adjustment 
programme (SAP) - increase in exports 
of mainly agn-products and deflationary 
cuts in budgetary expenditure (i c, reduction 
in public productive investment, thereby 
leading to a fall m private investment) 
This i.s achieved through (and reinforces 
in turn) worsening intcmational terms of 
trade so that “the capacity to import lixid 
out ol agn-expurt earnings lags behind the 
increasing requirements fur lood impons 
as land and resources get displaced front 
domestic fcHtd production” (p 306) And, 
It has actually happened in many countnes 
For example, in the six most populous 
countries - Nigena. Kenya, Hthiopia. 
.Sudan. Taii/ania and Zaire- which account 
foi about half of the total prtxlucUon m 
sub-Saharan Africa, per capita cereal 
pioduction has declm^ by 3.1 per cent, 
while tubers plus plantation output rt>sc 
by only 6 8 per cent (taking 1980 as the 
base year; p 309) Therefore, even with 
greater agri-export orientation, these 
countnes would be net lo.scrs of foreign 
exchange Concurrently, this transition 
involves long run changes in cropping 
patterns towards exportable items and 
mcicasc in import dependence for food; 
put together strengthening the greater 
mdrbtedne.ss of tropical tinrd world to 
temperate fust wurld.Thisresultsingreutcr 
vulnerability of kwal population against 
climatic or economic fluctuations. Asenes 
of bad rainfall years meant virtual threat 
of famines m sub-Saharan Africa dunng 
1992-93 which was averted only through 
‘focxl-aid* from the north, further trapping 
them in indebtedness Patnaik concludes 
with the warning: 

A similar emphasis on agn-exports in India 
from 1992 ha.s already started affecting the 
cropping patterns m many areas, with paddy 
land being converted lu prawn fishenes. 
sunflower tor oil replacing millet, and the 
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lowing of fruit and vogeubles cuntracled 
for by the multinationals replacing 
foodgrains - we may recall Paul Baran's 
observation (1937) to the effect that what 
IS cooked in the kitchen is not decided in 
the kitchen What peasants in the 
developing countries will cook in their 
kitchens, ot whether they will have 
anything, to cook at all, is being decided 
increasingly by what is cooked in the 
kitchens of the advanced countries (p 311) 
Sen draws attention to the fact that 
wherever the World Bank led economic 
prescriptions were implemented, dc- 
institutionalisation (withdrawal of govern¬ 
ment) followed, trade was liberalised, 
prices got raised and, distnbution was 
deregulated and privatised. Thereby 
agricultural growth became lower in hall 
of these counines. Even The World 
Development Report 1986 conceded that 
coiTccuon of relative prices alone is not 
sufticient and public investments wcie 
important lor increase in private investment 
and growth Yet, the World Bank 
publication on Indian agnculturc (Vol D 
ol 'he 1991 Etonomu Memorandum of 
India, Agriculture - Chatlenge\ and 
Opportunities) picsciibed to (a) leducc 
agricultuic subsidies, (b) control public 
cxpcndituic, (c) impiove the satcly ncl 
otlcicd by lood programmes while le- 
straining costs, (d) mutate ciedit lelorms; 
and (e) end marketing and tiade restrictions. 

ThciealU‘ 1 , the Narasirnhain Committee 
recommended to cut ihc bank lending to 
pnonty sectors iiom 40 per cent to 10 per 
cent So, Ihc volume and area coverage 
ol agricultuial landing aic being icduccd 
implying leduction in investment in 
agricultuic (lor such results ol the Woild 
Bank-sponsored changes see EPW, vol 
XXXII no 42, Special Issue on Banking 
and Finance. 1997) Such ■agricultural 
iion-stiategy of the liulian government’ 
has resulted in . (a) an mtunsilication ol 
the already excstiiig regional concentration 
ol growth, (b) such growth being only 
Irom yield increa.se and not fiom intensive 
cropping leading to many ecological 
misu,se, and degiadation ot land whereby 
mmortrrigation n'gimcs suffer, (c) declirc 
III agricultural investment, (a cloai 
indication of the decline in private 
investment due to reduction in the public 
investment), and therefore, (d) intensive 
use ot current inputs in agriculture and 
thereby continuity ot rising costs and 
declining input productivity (p 321). 
Therefore, as Sen argues, prices may keep 
n.sing and growth low. which will have 
.serious implications for maintaining loud 
sccunty; 

. the global liberaii.sation ot agricultural 


trade will improve incomes of nch farmers 
and may increase exports, but will do so 
not so much by increasing producuon. as 
by increasing prices and reducing 
consumption llw consequence will be 
increased poverty, smee those most affecled 
adversely will be the poorest groups in the 
countiy - landless agricultural labourers, 
marginal farmers and urban unorganised 
workers - whose mam itemof consumpti on 
IS food (p .327) 

Docs it mean a docile Indian agriculture 
and population, again condemned to be 
the passive victims of history*' Is “ Indian 
agriculture an arena foi producers 
coerced to provide raw materials for 
consumers in developing countries"? 
(Robb; 161 Ai cording to Robb, this 
underdevelopniem-dcvclopment nexus is 
uvcr-cxaggcralcd “ one might rather 
think that the tundamental problem for 
tropical countries was the declining 
.significance of iheir produce and markcLs 
for developing ccoiioniies, and hem e their 
lack of bargaining power" (Ibid). Here, he 
IS probably underestimating the point 
which Patnaik and Sen have made f Ju.st 
one example ol such socially and 
ecologically devastating trends Indian 
marine fish piiKlii-'t ) Nevertheless, Robb 
highlights ail iiniKirtani dimension that 
such unequal relatiiais bet ween developed 
and developing i ounincs is related to the 
diricreiitiatioii within the developing 
countries not only duriiiglhcconlcmpoiaiy 
days and colonial era but also much before 
that This would, therefore, imply that 
there was no 'glorious amalgam ol the 
moral economy, village communiiy and 
Indian spiniii.iliiy*’ dismantled by the 
Bnli-sh rule tp 22» Instead of “ bioad 
biush marking t of) an absolute cs.seiiliali.st 
contrast", we have to carefully scriilini.se 
the ct lects ot c < ilonialism, globaIi.sation or 
free trade "as tliev arc transmitted thiough 
indigenous institutions" (p 33) 

How dcK'sone make scn.se ot thiscanva.ss 
ol multiple icalitic.s and theoretical 
aiticulatiims ’ No doubt, there has been a 
shift in Indian lii.storiography in recent 
tiiiic.s recogmsiiig ihat material stiuctures 
do not exhaust 'he human existence But, 
do we save mu epistemological gestures 
Irom deieiniiiiisni merely thiough 
piivilegiiig (.iiltuic ovei material*' Does 
not ciiltuie again become aiiothei totality, 
a pro (01 posii modern univcrsalisation*' 
In tact, these polarities aie gniunded in an 
ontology dualisniofmatenalenvininment 
and human cultuie Instead, there is a 
possibility ot •eeing the culluial realm 
intertwined with the social relations of 
production, becau.se structures are material 
environment filtered through social 


enactment of constraints and possibilities. 
They arc processes both as conditions and 
effects, a set ot inevitabilities in which we 
find ourselves and which we resist and 
reconstitute *rhis i.nplies indeterminacy 
and therefoie. particularity and multi¬ 
plicity 

The import of the above discu.ssion is 
that in the dynamic process of past and 
present, social and economic, there is a 
melting space of agriculture which iscoii- 
.stituting and in turn, constituted Diversity 
and homogciii.sation arc dual processes 
both in 'pie-modein’ and ‘modern* agii- 
culture where .subjects are c rented thi ough 
an ordering and that is renegotiated / 
rcItHniulated through human intervention 
Rather than rcductng/fixing the dynamics 
of agriculture into the fossilised pulantics 
ol tradilion-modcin, cultural-matciial, 
l(Kal-imi versal, inside-outsidc wc need to 
explore Its complexities And sudicritical 
paiticipation lor locating (he inequalities, 
oppressions, alternate strategics and 
inteiventions cxpixsc 

how the presiriplioiis ot muikcl 
ciunoimcs do not relate lo the <ictual 
exjH*nente ol most Indi.iii cullivalors, .so 
tli.si lo apply (hem is lo run (tie nsk ot, 
at best, serious dislocation ,uul siitU'iing 
And slate inicrvonlions aio indeed 
nci'ded. lo help bieak through sptvilic 
limiLsot pui po.se and lunLiion, Irom which 
most individual producers and workers 
I annot csi ape It is lict aiisc ot these limits 
loo that theie arc loiivincing lc.irs ol 
disiortions being exaggemted in India, 
beiwccn classes and regions, as a result 
of ptevailiiig muikct ralioiiale and 
presiriptioiis World H.ink styl',* [Robb 
t t-.Ul 

To Lomiude, this is a remarkable col¬ 
lection It bungs togcihet divergent .socio 
liisiorical consiructs of south Asian 
agricultuic in one place, and f.u ilitatcsthe 
ground lot a debate lioin a v,iiicly <*1 
perspectives Moic so as it al.so contains 
a thought-provoking critical siiivey of 
themes in the loim ol intrtxluclory chaptei 
by Robb 1 he range of questions Robb hax 
raised relate ni»t only to the Indian histono- 
graphy oi an enterprise ot economics but 
to the wider i.ssue of .sociological com- 
piehension ol ‘ruial’ as such. Is there a 
single univer.se callcil rural south .\sia'' If 
not. then wfiat arc Us implications lor the 
concepts, terminologies and models 
liitheito used to explicate such complex 
and various ‘ruial* existence*' And these 
questions arc, intlecd. enmeshed with the 
piocess ol modeinity, glob,il.sation. 
Iibcralis,iuun and, ol coiiisc. with the 
political economy ol non rcMexivc 
culiuralisni 
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Civil Society and Its Avtars 

What Happened to Freedom and Democracy? 

Gurpreet Mah^jan 

Analysing the debate around state-civil sorictv relationship in modem western and Indian political 
discourse, the paper points our the hiatus between the 18th and 19th century political thinking and later 
20th century political thought. The letond half of the 20th century is chatacterised by a loss oj faith in 
the institutions of the state and looks towards civil society to preserve cs.sential human and democratic 
rights As against this, the papei advocates a return to an earlier rights-hased conception of civility by 
enforcing tinivetsal laws through the instrument of the state. Since the state alone can create conditions 
nece.ssaiY to protect the institutions of civil soiictv from internal disruptions, the paper argues against 


detachment of < ivil .society from 
demociatic constitutional state, w 
individual liberty 

IN contcnipurary social and political theory 
civil society is alniosi always associated 
with democracy Yet. there continue to 
exist vasi dilfcrenccs ol opinion about 
what IS Cl VI I society and the precise manner 
in which It IS linked to demcK'racy For 
some thconsts civil society represents 
autonomous associations that exist 
independently ol the state, assiK'iatioiis 
which curtail the powet ol the state while 
simullanecuisly allowing individuals and 
groups in scK'iety to manage their aftaiis 
directly By this leckon'iig civil society is 
another name tor voluntaiy associations 
of all types. Iron* tooihall associations and 
theatre gmups to tiade unions, ihiuclies 
and caste panciiayats Ira*spectise of the 
goals that these associations pursue and 
without eonsiderulioii to the xay they 
impact upon the lietdomand lights ol all 
citi/cns, all loriiis ol eollectiviiies aie seen 
as agencies ol civil society and weighted 
positively What is pethaps equally 
problematic is that in this tramework 
proliferation ol associations and non¬ 
government agencies become the hallniai k 
ofdcmociacy InsteaJol ensiinngthat the 
state provides equal rights to all cito'ens, 
its retreat Imni the public arena is presented 
as being a condition necessaiy foi 
strengthening and reinventing democracy 
In contrast to this faiily popular 
conception ol civil siviety iheie exists 
another viewpoint onewherctlieconditinn 
of civility IS the presence ol lule ol law 
A variety ol institutions - Irom hospitals 
to schools - that exist outside the state and 
posses*' a rational legal structure ol 
organisation constitute the realm ol civil 
soc'iefy Here the pa*sencc ol an open 
.system ol stralilicalioii along with a stance 
ol neutraliiy become ihc pt unary attributes 
ol civil sosieiy Just why should an open 


le .state. In.stead, the institutions of 
ich alone will ensure sot lal equality 

system ol stratilication be the d's- 
tinguishing leaturcol civil .society and not 
the state’' And why should civil society 
be placed outside the state'' TTiese aic 
questions that remain imponderables 
within this Inimcwork After ail denuxrracy 
challenges existing hierarchies based on 
status, land and biith. and seeks to institute 
a mnn* open system based on ci|iial rights 
ol citi/enship Consequently, within a 
demociacy all stxial and political insti¬ 
tutions are expected to abide by this norm 
ol openness Assuming that civil scx'ieiy 
heialdsthcpicsenceot anopenandsc‘culai 
system, there is little reason to sepaiatc 
civil society tiom the .state. Why should 
civil scK'iety bo pl.iced outside the domain 
ol the .state whii.h onunaates the law'* 
Faced with dilemmas of this kind, one 
nevds in lad to ask whether civil society 
IS. or must he seen as, an ideiitiliable /one 
that lies outside the state'' Is it an aienn 
that IS equidistant from religious and 
political institutions ' Is it a synonym foi 
voluntary and non-state a.ssociations'' Is 
sell-management the chief attribute nt 
iiisti tut ions of civil scx'icty'? Is civil .scx'iety 
ihe aiena ol struggle and participation'' 
Above all, why is civil society considered 
to he an inlegial and indnspcnsable aspect 
of democracy’’ These are questions that 
need to be addressed if we aic to make 
sense ol the concept ol civil society and 
to under.stund its privileged status within 
demociatic theory 

iNDivinrAi Ruiiiis as ms Conuiiion 
O l Civil II V I^K M. AND HlCiH- 
o\ Civil StK'ii n' 

The term civil society became a part o! 
the general political discourse in the I6lh 
and 17th century Huropc. At this time 


ivd sot iety arc very much part of 
and non-disi rimination along with 

theorists ol democracy invoked this 
concept to del me a democratic lorm of 
guvernmeiit rooted in the rights ol citi/cns 
In the I ^lli ceiituiy when the e.stahlished 
Roman Catholic Chuich exeiciscd con¬ 
siderable hegemony ovei social and 
tiohtical lile, the concept ‘siHietascivihs’ 
was coined to depict a /one which was 
tree from papal inlluenec, and was 
governed by laws that wcie not ol divine 
iiiigiii As such, c.vil scK'iety .symbolised 
Ihe autonomy ol the temporal lealin in 
lelation to the ecclesiastical Within civil 
SOL lely people had Ihe nght toehoo.se their 
king and be governed by laws that pursued 
the minimum shared interestsol the people 
[Cokis 1977 9-21] At this stage, civil 
society heialded the pitKCSs ol secuiat 
isation which paved the way foi the con¬ 
struction nt j democratic polity It ques¬ 
tioned the centrality that was previously 
accorded to icligious institutions and 
leligious explanations, and ailowcC for 
the emergence of an alternative pattern of 
society and government. Later thconsts 
built upon this conception and by the 17th 
century civil society came to designate a 
distinct form of political society - cme in 
which the rights of individuals received 
primacy over all else This conception of 
civil .society emerged mo.st forcefully in 
the writings ol John Locke, and it formed 
ihc basis ol much of the sub.sequent 
thinking on civil society and democracy 
Writing in the late 17th century, Locke 
diftcrcntiated civil .stK'icty both from state 
ot nature as well as a political society. At 
a general level Locke maintained that civil 
scK'iety comes into existence when men, 
pos.sc.ssing the natural right to life, liberty 
and estate, come together, sign a contract, 
and con-stitute a common public authority 
The public authority, or the supreme 
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sovereign established through a vohintaiy 
coittract, has the right to promulgate and 
administerlaws that arc required to exercise 
and enjoy rights that are given to men by 
nature. Locke contrasts this civil stwiety 
with the state of nature: in the latter, men 
have equal natural rights but there is no 
legal authority that can uphold these nghts 
and punish its offenders Since the natural 
state of human existence lack.s rules and 
institutions that secute the freedom of 
rights - bearing individuals, it represents 
an uncivil condition. 

The existence of a publicly recognised 
poliucal sovereign, an established system 
of taw and a mechanism for punishing the 
offenders of that law, constitutes the 
minimum conditions for the existence of 
civility in society, hut by itself it is 
insutficicnt lor the emergence ol :i civil 
society For IxKke, the piesence ot law 
and governance in accordance with law 
transform a collective body into a political 
.society However, the existence of civil 
society requires mote than the rule of law 
Civil society emerges only when the 
citi/cn’s right to hie, liberty and piopeity 
IS guaranteed by law [l.iK'ke 1924‘ 44-621 
To pul the same thing in another way, legal 
lecognilion and protection oi ihc natural 
rights ot individuals transtoim a political 
swietyintoacivilsiH'icty • AcivilscKiety 
cxi.sts tor the sake of securing the rights 
ot men, and within ii the actions ot the 
sovcicign arc supposoil to create conditions 
by which individualscunenjoy theirnghls 
and lihcrty Itilly Consequently, a political 
.siK'iciy in which the basic i ight.sol citi/en.s 
arc not recognised oi given prioiity hy the 
.sovereign does not constitute a civil society 

Understood thus, civil society is a 
specific kindot political society one where 
the rights of individuals rc'ceive primacy 
ovet all else And it is this principle ol 
'primacy to nghts' that distinguishes civil 
•society from other lornis ol political 
society, collective bodies, community 
institutions and a.ssociations. Fuithei, as 
a collectivity predicated on the principle 
ol individual rights, civil .society does not 
stand outside the state In other woids, it 
is not a domain externa! to the state, 
standing against it or trying to curtail its 
powers. Instead, the presence ol civil 
society ahnininccs the emergence ol the 
modem dcmociatic state. As civil society 
signifies a collective body that chenshes 
individual nghts and legally protects Ihc 
freedom of its members, it symbolises a 
oindition that i.s necessary lor the existence 
of a democratic state. 

Standing at the head of the liberal 
democratic tradition, Locke did not 
advocate universal adult franchise nrequal 


chizetiship rights. However, his tiMory 
provided apnnciple-namely, the primacy 
of rights - that was subsequently used to 
challenge existing patterns of social and 
political discrimination while simul¬ 
taneously curtailing the arbitrary use of 
power by the political .sovereign. The 
emergence of a political society that gives 
precedence to the natural and inalienable 
rights of citizens, thus heralded the 
emergence ot a secular democratic state 
- one where the concern for individual 
liberty could be combined with social 
equality 

IxKke had conceived civil .society as a 
democratic state in which the rights ol 
individuals receive prioniy. Wnting in the 
19th century, CiWF Hegel reaffirmed this 
idea albeit by interrogating the liberal 
Ixickean understanding of ftecdom, law 
and state. Like his predecessor, Hegel 
maintained that civil society represents a 
system of icIjIioiis that support and 
enhance freedom of all However, he dis¬ 
agreed with LtK'kc's negative conception 
of law and freedom According to Hegel, 
Locke countci poises individual subjective 
will to universal law The latter is presented 
as being external u* the self; that is. as an 
object that constrains the subjective 
particulai will, i lenee, in laickc's writings 
universality cnieis only as a “negative 
category" I Hegel iV5.1 33] that limits the 
self-will, and law appears to be in conflict 
with subjective will and freedom Hegel 
challenges this new hy questioning the 
apparent cnnlt.uliition between pailiculat 
will and law Ai knowledging the primacy 
of the .subjciliM' particular. Hegel 
maintains that the iinivcisal (embodied in 
law) must cnu'igc Irom .self-will Indeed 
lor Hegel the uiiiscrsal law rcpreseiils 
“reflective” or “sell-conscious” will 

Beginning with this understanding, 
Hegel defines civil society as a lotni ot 
ethical hie in u hich the subjective and the 
objective co-e\isi in harmony This 
hamiony is possible bccau.se civil .society 
embodies a system of relations built upon 
the mutual lecogmtion ol the nghts ol the 
sell and the oiliei Within civil siKicty the 
self acknowledges Ihc other, lorgcs a link 
with It and tecognises the rights ot each 
subjectivnv the sell and the other. This 
recognition ol lights allows lot the 
construction ol a system through which 
Ihc idea ot tovdoni is actuahsed in the 
work! f’lv'ilsiKietybecomcstheobjc‘ctivc 
citibodinieiu ol the idea of fiecdom in the 
wctrlJ as It represents institutions and 
structures that acknowledge the mutual 
rights of the sell and the other 

.Seen thus, civil society, tor Hegel, is a 
collective body, oi for that matter, any 


collective body, whose members are 
conceived as “scif-subsisteni persons” 
[Hegel 19.53: 148J The fact that the 
members of civil society arc. and have the 
.status of, distinct sclf-.subsistcnt indi¬ 
viduals, distinguishesthiscollectivityfnHn 
the family. Although then' are occasions 
when Hegel refers to civil society as the 
“universal family” [Hegel 1953 148), he 
maintains that it (civil scx-icty) “tears the 
individual Irom his family ties, estranges 
the members of the family Irom one 
another...” (Hegel 1953' 14K).lIndei1imng 
the idea that civil society is neithei an 
expanded ianiily nor an extension ot the 
latter, Hegel argues that civil society docs 
not anse out of natural ties of kinship and 
community. Instead it develops in the 
“course ol the actual attainment ol selflsh 
ends” (Hegel 1953- 123]. 

Since Cl vi I siK-icty cmeiges in the pursuii 
ol individual intctesi.s. subjecovc paiii- 
culanty is retained within it and the 
universal law emerges as a mode ot sus 
taming that particulanty It is the ability 
to n'tain and accommodate the subjective 
particularity that dificrcntiatcs civil society, 
as a form oi collective life Itoni ancient 
political systems and patterns of oigams- 
ation “. (IHor example, the allotment of 
individuals >o clas.scs was lett to the ruling 
class, as in Plato's Republic, or to the 
accident of hiith .as m the Indian La.stc 
system I'hiis. .subjective particulaiity was 
not incorporated mio the organisation of 
.society as a whole, it was not reconciled 
III the whole, and it shows il.self there 
a.s something hostile, as a corruption of 
the social order. Hither il overthrows 
society. a.s happened in the Urcck .states 
and in the Roman Republic; oreksc, should 
society piescrvc it.sell in being as a foice 
Ol a icligious authority, loi instance, it 
apjKurs as innei coiniplion and complete 
dcgcncralion. as was the ca.se to some 
extent in Sparta and is now altogether the 
case in India" [Hegei 1953 133) By 
compari-son. in the modem world ' /here 
civil .society exists, “subjective particulanty 
IS upheld hy th< objective o^er in con- 
lonnity with it and is at the same time 
allowed its nghts .” [Hegel 195.^ 1.53] 
Rights, in the laltci context, arc granM 
to individuals and to corporate bodic'- that 
ari.se out of tlic voluntary associations o! 
individuals 

Further, as was mentioned eailiei. in 
civil scKiety inleiaciion between indi¬ 
viduals is sliaped by the mutual ret ognition 
ot Ihc rights of tlie .self and the other As 
.such, a system ol rights links individuals 
witheachol her and one group with another 
“Mv individual nghts. whosecinbod'ineni 
has •iilhcrto been immediate and abstract. 
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now similarly becomes embodied in the 
existent will and knowledge of everyone, 
in the sense that it becomes recognised” 
(Hegel 195.1 136] One might also add 
that in civil swiety the rights of the sell 
are postulated without detriment to the 
rights ot the other and encoded in law 
Indeed, the law provides “knowledge of 
what is right, or more exactly. ol our legal 
rights t/fer/i/e/w)” (Hegel 19.5.3 1.16) and 
it IS through law that the abstract right 
“steps into a determinate modi* ol being 
It IS then something on its ow n account, 
and in contrast with panicular willing and 
opining ol the right, it is sell siibsistent 
and has to vindicate itscll as something 
universal" [Hegel 19.5.) 140] 

For Hegel, Ihe uni vel^al (in this instaiicv, 
the law), I an only be vindicated when it 
IS accepted and endorsed in piuticulai ca.ses, 
coicsequently, tor him, the admini.siralion 
ot justice coastnutes an important inomi'nl 
of civil society The court ol justice exists 
to ensure that, incspeclivc ot private 
inteicsts. the abstract right einhodied in 
law forms the basis ol individual and 
collective ,iclion in '.ociety Oiven the 
significance ot this task in the hie ot civil 
society. Hegel aigues that tlie members of 
civil society “have the tight in /luiu nstare 
and coiTcspondinglv a duty ol acknow¬ 
ledging the )ui i.sdiction oi ihcc'ouil tuid ac¬ 
cepting Its decision as final wlicn his own 
intcie.st.s are in dispute” I Hegel 1953 141] 
In other words, in Civil siK'iety individuals 
have an obligat ion to abide by the dcci sions 
ol the court because b> administeting law 
thcaiurts restore rights to theirduc position 
in society. And, it is thiough the 
adniinistiaiion ot justice that the unity 
between the subjective paniculai and the 
universal is achicsed in .si’cielv 
Within the Hegelian tiainewcnk, tights 
come with certain obligations (or the selt 
and the collectivity In the case ot civil 
s(x:icty. lor instance, individual mcmlxTS 
have rights ol their own and at (he same 
time they have an obligation to respect 
equal rights of other members This 
obligation compi'ls them to acknowledge 
Ihe juiisdictioii oi the courts and accept 
the decisions of the latter. Hegel clahoralcs 
the theme ol nghls and accompanying 
duties by taking the cii.se ol a corpotalion 
- an in.sliiulion that.syiiibohsc.s, in Hegel’s 
view, ihcspint ol civil society Kven though 
members ol the corporation aiu separate, 
■sell-subsislent persons, with the right to 
life and property, the welfare ot tellow 
associates is the ruspon.sibihiy ot each 
member. In tact, lor Hegel, the wealthy 
have an obligation to assist the ptHircr 
members “Within the Corporation the 
help which poverty receives loses its 


accidental characner and the humiliation 
wrongfully associated with It The wealthy 
perform their duties to their fellow 
associates and lhu.s riches cease to inspire 
citlierpndeurcnvy.,.”|Hegci 195.3-154], 
On the other side, the collective body as 
a whole is expected to provide fur the 
li velihcKid and welfare of all its members- 
it must “protect its members against parti- 
cularc-ontingencies; [Hegel 1953.15] and 
“ptovide education requisite to fit others 
to become members” (Hegel 1953: 15] 
“f’lvil .society has the right and duly ol 
supci iiucndi ng and influencing education, 
inasmuch as education bears upon ilie 
cliild’s capacity to become a member of 
society Similarly, society has the right 
and duly of acting as trustee of those 
whose extravagances destroy the security 
of their own subsistence or their families” 
[Hegel 19.S) I4«i. 

In gL.ieral lei ms it is the responsibility 
ot L is’il .soc let y to ensure that all Its members 
cn|oy the “broader freedom and especially 
the intellectual benefits of civil society” 
(Hegel 1953 1.50]. ff it tails to fuliil this 
duly and .seetions of the population lull 
below the minimum subsistence level, t hen 
It IS the task ot public authority and 
wealthici classes to provide assistance to 
the tornier by piovtding them the oppoi- 
tiinity to woik (ii ven these attributes, civil 
society IS a special kind ot collective body 
and the instituiioiis within it, such as, the 
corpoialion. are special kind of assoi lati ve 
bodies For one, it is governed ncithci by 
kinship tics noi by the blind iotccs ot ihc 
market Instead it represents collective 
bodies, associations and institutions, (hut 
arc premised on a system of individual 
rights Second, the collective entities ol 
civil society exist to secure the ln.'cdoni 
and weltiire ot its members. Even as (hey 
allow foi the pursuit of individual needs 
and dcsiies. they seek to ensure that 
individual goals are pursued in a manner 
compatible vsilh the rights of all its 
members. The civil society exists to prelect 
individual hic and liberty and it places an 
obligation upon its members to share that 
goal and lo act to realise it in society As 
such, whdi binds the members ot civil 
siK-icty (ogcthci arc not ties of kinship but 
the comnioii concern for the wcllare and 
freedom ol all 

Frem the I7ih to the 19th century tno.si 
political ihcoiists regarded Ihe right to 
property as an essential individual right 
LiK'kc and Hegel were noexceptions. Like 
several ot their contemporaries they 
maintained that it wasthecoiic'ern ol civil 
siKiety to protect property. For both of 
(hem fiecdom meant protection of life, 
liberty and propri ty. Besides deiending an 


individual’s right to property they also 
upheld the instrument of contract. 
According toHegel, contract, unlike simple 
ownership of property, was a form of 
relationship based on the mutual recog¬ 
nition of the freedom of the self and the 
other, in property ownershipor po.ssession 
there exists only the abstract will; that is, 
the hcedum of a single person related only 
to hi mscif On the other hand, in the device 
of the contract wc have a situation where 
two persons exist in their capacity as 
owneis Consequently, they need to act in 
conlormity with a common will and 
without detriment to the rights of cither 
IHegel 1953- 38-39] Since contract 
requires mutual recognition of the rights 
ot the different parties, it had a special 
place in civil society. The deience ot con¬ 
tract III the workplace or market and the 
accompanying defence of the right to 
property, in the wntiiigs oi Locke and 
Ilcgcl. .served the tntcrc.st of Ihc bour¬ 
geoisie Ini act their work .seemed to suggest 
that Ihe instruments that were central to 
the capitalist mode ol pnxiuetion were 
expressions cil ficedoin and compatible 
with the collect ns of civil society At tunes, 
(he piiinacy accotded to the right lo 
property in civil society rcinlorccd the 
view that Ihe latter was an expression ol 
the bourgeois order; that is. a system in 
which a iights-hascd political institutions 
were coupled witli industnal organisation 
oi capital 

There is oi course little doubt that the 
I oncept of civil society, us it emerged in 
the writings ol Hegel, was compatible 
with, li not supportive ot, (he bourgeois 
system, but what is equally important is 
that civil .society was not a synonym tor 
liee iiiarkci, unregulated competition ut 
the pursuit of mere prolit Hegel, in 
paiticular. was emphatic on this count lie 
maintained that civil .society emerges for 
the sake ol satisfying individual needs. 
However, when people realise that their 
needs can only be lultilled by “means ot 
the others” (Hegel 1953. 123], a system 
of interdependence develops Wiihin it, 
"tlie li vehhiXKl, happiness and legal status 
ol one man is interwoven with 'he 
livchhixKl. happiness and nghu of all” 
(Hegel 1953: 123]. Initially single needs 
arc .satisfied through wink pcrlinmed by 
craltsmen, but as division of labour 
evolves, manufacturing, or mass- 
pnxluction to satisfy particular needs also 
grows in .society, lliis. in turn, rc.sults in 
the businessof exchange, wherein separate 
utilities are exchanged primarily through 
money as it “actualises the abstract value 
of all commodities.." (Hegel 1953. 132]. 
Hegel iecogni.sed the role of producers 
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and the business class but he also realised 
that control by public authority was 
necessary to ensure a fairbalancc between 
the interests of the producers and the 
consumers. In particular, public authority 
was needed to defend people’s rijihiN as 
purchasers and for “management oi goods 
inspection” [Hegel 1953:147J. Above all 
else, “control from rfxjvc" [Hegel 1953' 1471 
was needed to ensure that bustnes.<i is not 
reduced to “mere self seeking” [Hegel 
1953' 147, 1S3J, and that all individuals 
have the possibility of sharing in the general 
wealth of society. Con.sequently, the 
corporation was regarded asadistinii entity 
and rights were granted to it, hut at the 
same time, it was expected to function 
“under the .surveillance of the public 
authority” [Hegel 1933: 152]. 

For Hegel, police or the public authority 
was an integral part of civil .<Kx:icty and 
them was no question of civil scKirty 
functioning without the prc.scncc and 
regulation ot that public authority {.sec 
Pelc/yiLski 197f> 10]. What wa.s designated 
by the advocat&s of free market as state 
inteiference was seen by Hegel as the 
pnnciple ol universality operating in civil 
.siKicty Without the presence of public 
authonly, Ilegel teared that civil society 
would cease to be a collective body It 
would not he able to secure the rights and 
weltaic ol Its membcis What also needs 
to be remembered in tins regard is that the 
Cl VI I .s(H icty, lor 1 iegel. embodied the .spint 
of irateinity. While it allows for the 
production ol wealth and property, it exists 
to .secure the iiecdom and welfare of all 
Its members, and it is these considerations 
that place severe coastraints upon profit- 
making and tree market. The concern of 
freedom and welfare also create space tor 
the principle of redi.sinbution to operate 
in siK'icty, thereby ensuring that the ideals 
of justice and equality permeate the life 
of civil society 

The writings of Hegel have a special 
place in the debates on civil .society not 
simply because contemporary discussions 
take their lead from him, but fiecausc he, 
more than others, elucidates the idea of 
civil society and reflects upon its 
relationship with democracy. His analysis 
gives a systematic and coheicnt foim to 
the theme that had, in one way nr another, 
been associated with civil society in 
previous usages: namely, that the idea ot 
‘freedom lor all’ animates civil society. 
Tracing the genealogy of the concept of 
civil society. Dominique Colas points out 
that all through the 16ih and I7th century 
theconcepts of civil society and fanaticism 
appear together and always in opposition 
tooneanothcr(ColasI997:9].Challcnging 


the latter, civil society stands tor the 
expansion of individual freedom. At first, 
the expresssion ol freedom results in the 
displacement of the theological worid- 
view and attempts to secularise social and 
political phenonwna. Subsequently.Locke 
links the realisation of freedom with 
protection of natural, inalienable nghis of 
man Hegel carries this idea forwaid and 
collectively these tlicorists assert that civil 
society denotes a structure of relationships 
in which the nghts of individuals receive 
primacy and arc lecugnised and upheld by 
law. 

In elaborating this view ot civil society 
Hegel clanfied that civil society involved 
thecxistcnccol institutional arrangements 
that were built neither upon the principle 
ot hierarchy nor upon a clased system ot 
stratification Fui tlK'imore, he showed that 
there wasa.sytnhiottcrelationshipbet ween 
the state and civil society The state 
apparatu.s, in paiticuiar, law and public 
authonty, was a part of civil society, and 
vice-versa, the spiiit of freedom that civil 
society repie.seiUs permeates the state. As 
.such, the two moments determine each 
other. Civil .society points to the existence 
ot a particulai kind of state and the law 
promulgated by the state regulates and 
secures the conditions which give civil 
.society Its distinct form 

Hegel had ailu ulated this position most 
clearly hut he was not the only one to 
.stipulate a nestis between the state and 
civil society. Before him, LcK'ke had used 
the term civil society to denote a state that 
endorsed the rights oi individuals; and as 
Knox points out, several theorists ol the 
18th century ii.sed the concept of civil 
society in contexts “where wc would 
normallyspeakof thc.state'’[Knux 1953 x]. 
That IS, lot ihcin it was an a.spccl of the 
slate Hegel distinguished between the slate 
and civil .siKicty, however, he saw them 
as two moments of ethical life that were 
imbued by the same spirit. In both ol them 
one could glimpse, albeit in different ways, 
the univcisality of the idea of freedom 

The close connc*clion between state and 
civil society po.stulated in thc.se writings 
was backed by the assumption that the 
state symbolised a rational order, “the 
actuality ol concrete freedom” [Hegel 
1933: 161]. Within it the “personal indi¬ 
viduality and the particular interests not 
only achieve their complete development 
andgainexplicitrecognitionoftheirright. 
but ..they also passoveroftheirown accord 
into the inteicst of the universal” [Hegel 
1953* 160]. Like many analysts of the 18th 
century Hegel did not view the state simply 
as a symbol oi legitimate authority 
expressing the .sovereignty of the ruler, or 


as an insbument of coercive power. For 
him the state signified a structure which 
upholds and protects the freedom and riglHs 
of Uie individuals. While its law embodies 
the conditions of objective freedom, its 
institutions secute subjective ficedom that 
al lows individuals lo pursue their particular 
ends. Consequently, for him as well as 
many of his immediate contemporaries, 
the .state and civil society were closely 
related. Infact, one was a part of the other, 
and, more importantly, both were 
embcxiiments of the idea ol Irc'cdum 

DisiuicstoNMiNr wtiH nir .Siail 
R npRcshNiATioN.s or Civii Sfxins inhii. 

TwinoffhCinhiry 

From the 17th to the 19lh century, a 
limited democratic slate, and even a con¬ 
stitutional monarchy, was perceived to be 
a vehicle of democratisation and secular¬ 
isation Based on the consent oi tlic people, 
however restricted that might be, the 
demcxrrattc .state was seen as a symbol of 
public freedom, challenging closed 
systems of stratification and traditional 
forms of organisations looted in the 
principle ol hierarchy and exclusive 
pnvilcgcs Political philosophers from 
Locke lo Hcgcl endorsed this conception 
of the state, llowcvcr, the second halfot 
the 2()th century witnessed a toss of faith 
in the institution of the state, and this led 
to a reconsideration of the eatlier con¬ 
ception ol civil .stK'iely Rethinking cm the 
concept of state and civil society oicuircd 
in thiee quite diverse contexts i) as a 
corollary ol the marxian understanding ot 
the relationship between economic 
interests and political institutions; n) in an 
attempt lo icvitalise pailicipation ot 
citizens in western democracies; and iii) 
intotalitananregitncsof socialist scKieties 

Till the 19th century civil .society 
represented a network of iclations - 
structures and institutions - based on the 
principle ol individual rights. Since the 
language of rights could be appropiiated 
by subordinated groups to challenge then 
exclusion from the political arena, it was 
an important means ol empowering 
individuals. It stimulated the growth oi 
institutions that lunctioncd on the principle 
of .social equality and, at the same time. 
It protected the individual against abu.se 
of power by another person, a corpoiation 
or the state. As a btxly looted in the pnncipIc 
of equal rights, civil society represented 
a collectivity that wa.s committed to the 
ideal of equal liberty While it allowed tor 
the pursuit ol private interests, its also 
guarded the common concern for the 
freedom and welfare of all mci.ibers. 
However, this conception of civil society 
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wa.s .seriou&ly challenged within marxism. 
Within this framework, civil society came 
to be portrayed pnmaniy as the domain 
of particular interests and not collective 
freedom. 

In ‘The Critique of Hegel’s Philosophy 
of Right', Marx cmphasi.sed the nexus 
between economic interests and political 
institutions. Focusing on the right to 
property sanctioned by civil six'icty. he 
maintained that the latter lacked the ability 
to express universal interests common to 
.society as a whole (Marx 1977 Kl| fake 
the capitalist state, it remained the voice 
of the rulingcla.ss Grainsci developed this 
idea tuither, albeit by .i.s.suciating the state 
with instrumeni.s of direct coercion and 
civil society with tliecrcationot hegemony 
(Gramsci 1975 12-131 While the ap¬ 
paratus of state relics on coercive power 
to legally enforce discipline on gioups. 
civil society organises "spontaneous 
corcsent given by the great mas.sc.s of the 
population tothe general direction imposed 
on scK’ial life by the doniinaiitfundamental 
gmup” [Gramst'i 1975 12]. For Giam.sci, 
the preponderance of civil society over the 
state allowed western societies to generate 
consent without relying heavily on direct 
coercion and domination By comparison, 
direct intervention by tlie state and frequent 
reliance on the coerci \ e power of the state 
remained the charadei istic features of the 
east. 

The distinction between the east and the 
west that was postulated hen.*, and endorsed 
by other marxists [Anderson 1976-77) 
was subsequently questioned by Ftench 
sociologists, particulai ly Pierre Biinbaum 
The lattci differentiated between wcstcin 
states and argued that in highly insli 
tutionalcsedanddilferentiated states, such 
as. France, a “strong” state was accom¬ 
panied by arelatively ‘*wcak”civil scKiety 
Here the state dominated over all aspects 
of social and community life and prc.scnted 
it.self as a "machine tor dominating civil 
.society" IBtrnbaum I9K8. 72| It con¬ 
trolled, regulated and oversawthe activities 
of the civil siKiety I'his enabled a qiiickei 
realisation of the ideal of universal 
citi/.cnship, and. at the same time, cicated 
space forcollective actiondirectcd against 
the state In sharp contra.st to this, in 
countries like Biitain or America, a less 
differentiated and "weak” state was 
attended by a relatively "strong” civil 
society. In these politics, the institutions 
of civil society, for example, the trade 
unions, manage their own affairs by 
reaching collective agreement with their 
employers I Bimbaum 1988 78],asarc.sult 
the state is not called upon to rule in 
disputes Indeed the state acts as a "locus 


for the representation ofa range of different 
interests” [Bimbaum 1988* 186); it allows 
pressure groups and associations of all 
kinds to make themselves heard. Con- 
.scquently, societal corporatism spreads 
without clashing with the slate. However, 
pluralism gets limited to some extent as 
some interests arc legitimised at the 
expease of others [Bimbaum 1988: 187] 
and the state is able to exercise consider¬ 
able inlluencc over the membera of those 
socio-economic groups which are 
favoured. 

Bimbaum postulates an inverse 
relationship between the state and civil 
society. A highly iastitutionalised and 
differentiated .state hasawcakavilsiKicty: 
It gives relatively le.s.s space for the self- 
management of societal groups and 
institutions While a less diflercntiatcd 
and inMitutionali-sed state allows greater 
expression to the a.<isociations and interests 
groups in society However, what is perhaps 
significant is that in a weak state strong 
civil siK'iety. collective action is less likely 
to be* directed against the state Tiie state 
becomes the direct target of movements 
in politics with a relatively weak civil 
siKiety Since the presence of a sliong 
cimI siKicty .icted as a deterrent agaiasl 
polltical tnobi I i.sat ions that oppose the stale. 
Bimbaum argued that the institutions of 
civil society could not be depended upon 
to democratise society. Indeed, civil six'iety 
was |ust a dependent variable that had to 
be taken into account while explaining 
different patterns of political mobilisation 
and collc'ctive action. 

In sharp contrast to this perspective, 
advocates of "associative” democracy 
[Hirst 1994) invest hope in the agencies 
of civil society According to these thcHinsts 
the centralised and highly bureaucratised 
modern state does not allow citi/ens to 
participate and govern tlicmseivcs. By 
locating decision-making in the haiuls of 
a few civil .servants and experts, it ha.s 
taken away from the citizens that which 
must rightfully belong to them in a 
demiKiacy To leversc this trend cham¬ 
pions of associJtive democracy seek to 
limit the state by giving powersof decision¬ 
making to “communities of place and 
interest” [hirst 1994 20) Strong, voluntary 
communities provide, in their view, the 
means of "delivering a decentralised 
welfare slate and regenerating regional 
economies” | Hirst 1994: 26; also sec 
Steward 1996). 

Besides, smaller communities allow 
citizens to debate. di.scuss and deliberate 
upon issues that affect their lives and 
immediateenvironment directly. They also 
enable members of the group to build tru.st 


andexcbangeinfoimationthatisnecessaiy 
for proper decision-making [Barber 1984). 
The point that needs to be underlined is 
that the ’new communities’ that these 
theonsts seek to build and strengthen have 
little in common with the traditional 
communities based on ascri ptive identities. 
Indeed, supporters of associative demo¬ 
cracy do not attempt to recreate com¬ 
munities around traditional identities and 
patterns of loyalty. As such, this model is 
predicated on the success of the democratic 
project of .social equality. To put it in 
another way, thc.se analysts begin with the 
belief that dcmocratisation has dislodged 
previous social hierarchies and systems of 
inclusion and exclusion. Consequently, 
the small communities that they attempt 
to activate are, in a sense, “new” com¬ 
munities for they arc the product of an 
open rather than a closed system Further¬ 
more. thc.se new forms of community life 
acknowledge ihcir members as equal 
nghtS'bearing individuals. Thus, the 
principle of equality permeates lastitutions 
at all levels and allows for the creation of 
a dcccntiali.sed democratic polity. 

The voices of assiKiati ve democracy arc 
dissatisfied with the centralised, imposing 
and alienating .structutes of the modern 
bureaucratic state Hence they .seek to 
ciieigisc local bodies and associations in 
the hope of transfemng greater degree of 
ilecision-making power to the citizens in 
western democracies Activating a vaiicty 
of different institutional .structures and 
forums - Ironi neighbourhood councils to 
parent-teacher assiK'iations and church 
organtsations - is thus seen as a way of 
enlivening citi/enship and limiting tnc 
l.eviathan As small, local communities 
become the main units of democratic 
governance, ii is assumed that the state 
would withdraw and become a necessary 
but secondary public power [Barnett 19%) 

A third conception of .state and civil 
sixriety emerges in socialist societies faced 
with totalitarian regimes- the must sinking 
example being Poland. Here the state does 
not appear as the embodiment of freedom, 
rather it represents a force restricting and 
actively curbing civil and political liberties 
of individual citizens. Under these 
circumstances, the state is pitted against 
civil society - an entity that expresses, 
struggles for, and protects individual rights 
and freedom [Spulbeck 1996; Hall 1995). 
in the struggle for political democracy a 
variety of diverse associations and bodies, 
from labour unions to the CsUholic church, 
are placed together under the category of 
civil society as each of them contritote 
to the forces that are resisting and fighting 
against the totalitarian state. 
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For the critics of the totalitarian state, 
diril society stands outside the state and 
exists in sharp contradiction to it. Indeed 
the task of civil society is to transform the 
state completely by making it responsive 
totherightsoftheindividual Hence,what 
identifies the institutions of civil society 
IS their shared perception that the state is 
the leptHiiloiy of coercive force which i.s 
frequcmiy directed against the citizens 
The fact that the state is a potential and 
actual transgressor of individual liberty 
and that its might must be collectively 
challenged gives coherence to the 
otherwise diverse units of civil sixriety 
Although a non-hierurchical and open 
system of stratification is not always a 
characteristic feature of these institutions 
and collectivities, yet, each of them 
endeavour to fight against totalitananism 
as it exists in these societies Consequently, 
civil society IS seen as an in.stiumcnt of 
demociatisation, a symbol of ‘perestroika’, 
that can energise the struggles tor 
individual libcity and assist in the gradual 
transition to a mure open and deniocmtic 
polity. 

As IS evident tiom the discussion above. 
Ill each ot these three representations the 
conicption ot the sl.ite is signiiicantiy 
I evised As a result the .icciiinpanying idea 
ol civil siK'icly IS also altered. Alihough 
civil society remains a coitclatc of 
democracy, it is now represented as a 
domain that exists oiilside the state, it not. 
against the state Till the 19th ccntuiy most 
theorists viewt*d eivil .society asa p.irticular 
form of political community one in which 
lights ol individuals leccivc primacy and 
institutions are based on the explicit 
recognition and acknowledgement ot these 
lights. As sucii, civil society embodied a 
norm that defines the democratic slate 
Indeed, in this incarnation, civil society 
was closely associated with the process of 
democratisation because the principle in 
which It was anchored - namely, the 
pnmacy of individual rights - offered a 
means of challenging prevailing forms ot 
inter-group inequalities as well as a way 
of displacing structures ol inequality that 
exist within traditional communities 

In the 20th century, ihe centrality 
accorded to rights previously is displaced 
with the notion of direct participation and 
self-management. Hie shiit to an as¬ 
sociative model of democracy makes civil 
society the domain of church, family and 
voluntary associationsfBaiher 1996:147]. 
it reduces civil society to a “space that we 
occupy when we go about our daily 
business when wc are not engaged in 
politics (voting, juiy service, paying taxes) 
or in commerce (working, producing, 
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shopping,coii8uming)*’tBaiherl996:149], 
It is perhaps necessary to underline that 
thisconceptionof civilsocietyhasemerged 
in a context where traditional structures 
of loyalty and community identity have, 
to a considerable extent, broken down: 
andthcpnncipleoi formal equality, rotted 
in Ihe notion of equal rights of citi7cns 
and an individualistic ethic, has been 
widely accepted and incoiporated in the 
practices of the slate. The church, lor 
instance, appears as an institution of civil 
society only when it does nut exercise a 
hegemonic influence over the social 
domain. Once it is transiormed into a 
voluntary congregation, it appears as an 
association that can be a vehicle of civil 
liberties Hius, in dcimx:niciesoftlic west, 
the shift ftom a nghts-based conception 
of democnicy to an assiKiolivc one is 
preceded, or aicompanied by the demo¬ 
cratisation of slate and society. And, it is 
only with the realisation of the democratic 
project that assiK-iations like the church 
arc able looperate and manage theiraffairs 
in conformity with the principles of non- 
discnminalion andcqual rights As a result, 
even when civil society is placed outside 
the realm ol the formal structures ot 
political powei. ii continues to be per¬ 
meated by the ethic of freedom and equal 
rights that the democratic state is expected 
to manilc.st and uphold. Only in totalita¬ 
rian regimes the civil society and .stale 
appeal as advctsaiics, poised again.st each 
other. 

Civil Sot ii rs as an iNSTROMKNr or 
Hi MAN! Governanol 

As was notii'cd earlier, social and 
political theory in the second half of the 
20th century lias been charartensed by a 
loss ol faith in the institution of the state 
This sentiment ts evident not only in 
wc.stem dcmcKiacics but also in third world 
democracies, like India. Here too, dis¬ 
enchantment with the state forms the 
backdrop to the icvival of interest in civil 
society (Gu|)ia 1997], indeed it is a recur- 
teni and common theme in the writings 
on civil siK'ioty The disillusionment with 
the state is expiesscd by marxists and non- 
marxists alike. Fnrlheorists of the marxLst 
persuasion, the |Hi.st-colonial bourgeois 
state in India cannot accommodate the 
interests ot the weaker sections ot .soacty. 
The democratic struggles of-the people are 
accordingly placed in civil society. The 
latter becomes the “leitmotif ofmovements 
struggling to tree themselves trom 
unresponsive and often tyrannical post¬ 
colonial elites'* IChandokc 1998; .^0]. 
ManuranjanMohanty refers tothisdomain, 
where the deinmTalic demands have a 


salience, as “creative society”. The latter 
expresses the demands for decentraiised. 
responsive and participatory state 
iMohanty 1998 74], For other analysts, 
most notably. Rajni Koihati. the path of 
development that the state in India has 
adopted is deeply Hawed the focus on 
“market efficiency”, “piotitability”, 
“development” and “national security” 
(Kothan 1988a:2] has made the Indian 
state unresponsive, if not hostile, to the 
basic rights of the common man. Indeed, 
with a large repertoire of coercive ap¬ 
paratuses the state trequcntly violates and 
suppresses the essential hbcities of the 
people. AgaiiLst such an undemocralii and 
elitist state, civil society is placed as the 
arena where the marginalised protest and 
struggle for then cs.scnual human and 
dcincK'ratic tights 

In each of the.se perspectives civil society 
IS the domain ot popular participation, 
albeit outside ol the lormal institutional' 
structures of the state MarxLsts believe 
that It offers avenues for rcsLsting and 
challenging the hegemony ot the ruling 
class, while siK'ial scientists like Rajni 
Kothan sec it as a way ot empowering the 
common man In case of the latter, civil 
siK'ieiy appears as the ‘lake off point for 
humane governance" (Kothan I988a:3]; 
It includes, within its ambit, a vancly of 
contemporary social movements - such 
as, human rights movements, ecology 
movements, women’s movemenLs and the 
peace movement - which seek to restore 
the principles of good life in the conduct 
ot human aflairs At the .same time, the 
civil society also incorporates a “network 
ot voluntary, self-governing institutions 
in all walks of life” (Kothan 1988a 202, 
emphasis added). Collectively, these 
organisations piovide the “grass roots 
model ol mass politics . in which people 
are more importantihm the .slate" (Kothan 
1988b 212, emphasis added] Kothari 
clearly associates civil society withpcople- 
centric institutions; consequently, he 
incorporates within it all those forums in 
which people participate directly and 
manage their own affairs Since the accent 
.s almo.st exclusively on people’s parti¬ 
cipation, panchayats, even casic pan- 
chay als. voluntary a.s.sociations arid NGOs 
ol all hues and colours are regarded as 
agencies of civil society that strengthen 
dcmcxrracy. What bnngs these diverse 
institutions together is the fact that they 
stand outside the state, otfeiing an 
alternative to statc-.sponsored and state- 
managed organisations: in fact they open 
“alternative political .spaces out.side the 
usual arenas of party and govcmmcnl” 
(Kothari 1988a 45] 
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Kothaii wishes io empower the 
institutions of civil society as they offer 
an alternative to the bureaucratic and 
unresponsive state machinery Like several 
western scholars ol the 20th century, his 
writings on civil society express a loss of 
faith in the state To quote him, the “state 
has lost Its role as an agent u( transfin- 
mation.orevcn asa pmtcctorand mediaioi 
in the aftairs of civil society. In lact, one 
finds that the whole relation between the 
state andcivil siKiety is increasingly visited 
by a growing coercion of the state 
appaiatus'’(Kotharil9gKb 21*9] Iiisiindcr 
these circumstances that he pins his hopes 
on smaller village level biKlics, pane hayats 
and non-govcinmenial agencies, and 
assumes that these institutions of direct 
participation would “tiansform the nature 
and scopt' ot the state” [Kothan l9KHa' 
1421 so that the lattei can act in accordance 
with popular sentiments 
Like many social theorists in the west. 
Rajni Kothan maintains that a highly 
bureaucratised st<ite restricts and does not 
augment avenues ul popular participation. 
Instead ot guaranteeing Irccdom. its 
aulhonlanan structuie cuibs individual 
liberty. Against this .state, civil siKicty is 
presenied as the arena ot selt-iiianagemcnt 
and active partuipation It is peihaps 
necessary to icnieniher that Kothan pins 
his hope on civil society hecau.se the Indian 
state has tailed it has helicil |K-ople's 
expectations and has been .in ineffective 
agent of social and economic trails 
formation As such, the move towards 
civil society is pniiiaiily a negative one 
prompted mainly by a loss ot iaitli in the 
state. Further, while .sear hing ioi an 
alternative to the state. Kothan postulates 
a dichotomy heiwccii people and state 
elite, the former are repre.sented as 
marginalised and .subjugated masses '1 he 
po.sruialed dichotomy captures the neglect 
of the village as a unit of economic and 
political life. but. at the*.same time, it 
ignores the conflict of interests that exist 
in caste and community divided villages. 
Consequently, the entique ol state and 
centre-managed development ends up 
po.stulating a romantic picture ol 
homogenised village communities that are 
immune to the struggles of power that 
infest the machinery of the state 
In Kothari's writings civil society 
emerges as an alternative to the state. 
Conceived in this form, it is equated with 
non-state, non-government organisations 
and a.ssociations through which people 
paitiripate directly and manage their own 
affairs Since institutions that are 
independent of the .state and government 
exi.st in a vanety of different political 


systems, civil society does not appear in 
this fnunewortcas a correlateof democracy 
Indeed, this perspective .sugge.sLs that civil 
society was strung in pre-modem India as 
It was governed through traditional 
community institutionsthat allowed people 
to manage their own affairs with little 
iiiterterence from the political regime The 
tact that Kothaii does not distinguish 
between different kinds of institutionsthat 
exist in the social arena fosters the impres¬ 
sion that all collc*ctivities, from football 
cluhs and caste panchayats to student 
unions. Ramil la mandalis and temple 
urgaiiisarions. are agencies ol demcKra- 
tisation That some ofthese bodies operate 
on the principle of hierarchy and exclusion 
IS a consideration that is almost always left 
out ol the discussion on civil society. 

To .some extent this confusion exists in 
most conceptions of participatory 
dem(x;racy However, inthe Indian context 
the clubbing together of diverse organis¬ 
ations and community structures undet the 
nibnc ol civil society poses a special 
problem. In western democracies com¬ 
munity identities and institutional 
sti uctures have either disappeared nr been 
compelled to lunciion in accordance with 
the minimum Iraniework of democraiic 
equality prescribed by the staic. Con¬ 
sequently. siKial instilutums and even 
religious bodies, like the church, have 
been ttaiisloinicd into voluntary associa¬ 
tions However, in India, where the task 
ol ensunng iiiler-group and intra-group 
0 (|uaiity still remains unfulfilled, em¬ 
powering all types of .social and religious 
institutions tends to hinder the reali.satioii 
ol democratic equality. What matters in 
a deiiioi'racy is the nature ol social and 
community institutions: the principles on 
which they iunetion rather than then 
numbers or degree of autonomy is the 
c nicial consideration The theorists of civil 
siKiety, troni Ixicke to Hegel, realised 
this Hence, they associated civil society 
With the displacement ot tradition.il 
idcnti'y-hascd institutions with those that 
opeiated on principles of social non- 
disc-iimination By neglecting this 
dimension, Rajni Kothan indirectly 
legitimises groups and institutions that do 
not opr ■ ate on the democratic pnnciple ol 
equality. 

Within a democracy, active and direct 
participation of citi/ens indecision-making 
IS a valued gixid, but it must also be 
realised that the majority is not the be.st 
guarantor of equal rights. Participation 
allows for the expression of popular will 
but It also ensures that the decision of the 
majority prevails. In societies where 
community membership determines, or at 


least shapes, choices, die framework of 
rights needs to be given priority. If 
democracy is to function as a system that 
delinks distribution of political privileges 
from social ascriptive identities, civil 
society must rest upon the explicit 
recognition of equal rights of citizens. 

Rajni Kothari docs not deny the 
significance of equal rigjits and civil 
liberties in a democracy. In fact he would 
like to strengthen the framework of 
citi/ens' rights However, in endorsing a 
participation-based conception of 
assiK'iative democracy, that is currently 
espoused by several liberals in the west, 
he ncglccLs the implications of this view 
in the Indian context To repeat the 
argument, participation is intended to 
energise communities; however, with the 
breakdown of religious hegemony and 
older lomis of communities based on 
asenptive identities, we.stcm thconsts of 
democracy assume that new forms of 
community have emerged in these 
societies cnmmunitic.s that are not based 
on the pnnciple of hierarchy and cxclu.sion. 
Noii-statc associations, neighbourhood 
councils and institutions ol local .self 
government are sought to be strengthened 
in this context The shift from nghls :o 
participation poses relatively fewer pro¬ 
blems in we.stcm societies b^ausc ol the 
c hanges that have already been introduced 
III the scKiai and public arena However, 
in countnes like India where a.scnptive 
community identities and institutions are 
politically recognised and religion plays 
an important lole in the lite of the 
coniniunilies, it yields more dcsturbing 
icsults. Here, the enipha.sis on d reel 
paiticipation in non-state as.sociations. 
rather than the presence of collectivities 
that lunction on the principle oi equal 
rights ol cili/ens, justifies acommunitarian 
cthic that leaves the structures of intra¬ 
group inequalities in lact. 

iNnRMtOIAKY iNSTHUnONS AND ClVO 
SrxriETY 

While most social scientists in India 
associate civil siKicty with voluntary and 
non-government bodies in the .social arena 
that allow individualstoparticipatedirectly 
and manage their own affairs, Andre 
Betcille differentiates between the diverse 
lorms of intermediary institutions in order 
to situate civil .society in the modem 
discourse on individual liberty and social 
equality. According to him, every .society 
has a numberof mediating institutions that 
link individuals to each other and negotiate 
between citizens and the state. “A society 
with only individuals (citizens) at one end 
and the nation (or state) at the other would 
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not only be difficult to live in but also 
difficult to conceive'* fBeteille 1996:14]. 
Hence, the presence of mediating insti* 
tutions is a universal feature of ail human 
societies. However, the nature of these 
organisations and institutions undergoes 
a fundamental change with the coming ot 
democracy: instead of being closed 
structures based on the principle of 
hierarchy and exclusive privileges, they 
become “open and secular institutions 
They arcopen in the sense that membership 
in ^em is independent of such con¬ 
siderations as race, caste, creed and gender; 
selection to positions of respect and 
responsibility... are based, at least in 
principle, on open national competition 
They are secular in the sease that their 
internal arrangenient.s are not governed by 
religious rules or religious authorities” 
IBetcille 1996. 17J. The emergence of 
open and secular institutions is conducive 
to the growth of civil society. 

For Bcteille then, the existence or 
proliicration of mediating institutions 
per se is not enough Civil society is depen¬ 
dent upon the strength of those mediating 
institutions that are open to all categories 
ot citi/.ens and whose functioning is 
controlled neitlici by the state nor by 
religious authorities. Apart tioin being 
institutions that are not rooted in relations 
of kinship, caste or religion, these are 
airangcmentsthatue, touseaHabennasian 
phrase, equidistant I rom state and religion 
Their autonomy lies in the fact that tlicy 
are neither controlled by state nor directed 
by religious rules. Tlicy have a di.stinct 
identity of their own which is recognised 
publicly, and they function in accordance 
with in.stitutionaIly prescribed rules and 
laws that arc also know n to all its members 
Incontcinporary India. Bciciilesces banks, 
universities, hospitals, municipal cor¬ 
porations, schcKils, ncw.spaper.s, profes¬ 
sional as.suciations as examples of these 
new institutions that arc conducive to the 
well-being of civil society 

The merit of Beteille’s analysis is that 
It distinguishes unambiguously between 
institutions of civil society and other types 
of mediating institutions in society Unlike 
many of his contcmporancs m India, he 
a.ssociates civil society with the modem 
concern'for individual liberty within the 
tramewoik of a secular society [Beteillc 
I9<)S: 562-64]. Accordingly, the insti¬ 
tutions of civil society are valued as tree 
associations of citizens in pursuit of 
particular ends To put it in another way, 
they are not envisaged as units of direct 
participation or self-management, rather 
they surface as expressions of individual 
autonomy. Hence, their presence con¬ 


stitutes an essential moment in the process 
of democratisation. In linking civil society 
with individual freedom and social non¬ 
discrimination, Beteille tries to return to 
the ideas that informed the thinking on 
civil society in the 18th and 19th century. 
However, he is unable to escape the 
scepticism that characterises 20th century 
views on state. Taking a cue from Weber, 
he .sees state a.s the repository of coercive 
force, or. at be.st, an embodiment of sec¬ 
tional interests. Consequently, he separates 
and distances civil society from state 
Indeed, Beteillc secs both state and 
religious institutions as enemies of civil 
society. He begins his analysis by 
stipulating that civil society refers to 
institutions that are neither controlled by 
the state nor governed by religious norms 
This bracketing ol state with religious 
institutions is indeed quite problematic 
and It poses serious problems in the Indian 
context. It dclegitiiiiises the slate and law, 
and lends credibility to the view that the 
state must not iiiteiicre in the lunctioning 
of as.socialions and community bodies - 
a conclusion that is favoured stningly by 
the communitaiian pcispectives in India. 
In tact, the latter have appropriated the 
idea of non-inierterencc by the sMte to 
defend the autonomy of communities, 
including religious communities, even 
when they do not endorse the minimum 
conditions of equal citizenship (Mahajan 
199K- 177-78] hven though Beteillc is 
interested in piotecting the autonomy of 
open and secular institutions in society, 
his argument lends support to the com¬ 
munitarian perspective that has scant 
respect for the latter. 

Besides, it must be noted that the policy 
of political non-intertcrcnce was 
particularly lelcvant at a time when state 
and church worked closely together to 
establish the hegemony of one religious 
group within the nation state. However, 
once that alliance was fractured and state 
was compelled to endorse the principle ol 
religious toleiance and formal equality, 
slate played an important role in 
secularising the polity. In France, for 
instance, the state became an ally ol the 
non-confoimists and religious non- 
behevei.s in their struggle against the 
established hegemony of the Catholic 
church [Aconib 1967] It also played a 
crucial role in the secularisation of the 
educational institutions. In other words, 
unlike religious institutions that have no 
interest in augmenting the bunds of 
citizcn.ship, thi democratic .sute can be, 
and hi.slorically it has been, a catalyst in 
creating and secunng conditions that are 
necessary ior .strengthening civil society 


What is needed then is to find ways of 
compelling the stale to perform this task 
because open and secular institutions 
cannot be expected to function effectively 
in a context where the state is hostile to 
It. To a considerable extent, Hegel rccog- 
ni.sed this and ior this reason he postulated 
a symbiotic relatiiMiship between state and 
civil society. 

Andre Beteillc tends to ignore Hegel in 
this regard Following dc Tocqucville he 
views the presence of plural public as¬ 
sociations in civil life to be the hallmark 
ot a healthy democracy In his analysis of 
democracy in America, de Tocqueville 
maintained that free associations flounsh 
in democratic nations where the principle 
ol equality exists. “The principle of 
equality, which makes men independent 
of each other, gives them a habit and a 
taste ior following in their private actions 
no other guide than their own will” [dc 
Tocqueville 1945:304] Consequently, in 
these .societies they have a natural 
inclination for tree institutions On the 
other hand, ‘‘[I]ii an.stoci atic siKicties men 
do not need to combine in oidcr to act, 
because they aic .stnmgly held together. 
Every wealthy and powerful citizen 
constitutes the head of a pennanent and 
compulsory as.soctation, composed of all 
lho.se who depend upon him or whom he 
makes subservient to the executions ol his 
designs” [dc Tocqueville 1945' 115] 
Beteillc dues nut reflect upon these 
conditions that allow lor the growth of 
plural associations Looking through 
Wchenan lenses he assumes that adhercna" 
to institutional norms coupled with the 
existence of a rational-legal structure is alt 
thatisnmicdforinstitutionsofcivilsocicty 
to function effectively Examining the 
functioning of civil society institutions in 
India, he argues that the absence of the 
latter has prevented these institutions from 
acquiring a “personality ot their own, 
separate fioni the pcisonulities of their 
creators” [Beteillc 1996 20] These 
institutions have been ineffective a.s they 
have failed to set their own agenda and 
act in accordance with in.stitutional rules 
and pnKedures 

CONCLI'SION 

While It IS true that in an organi.sation 
governed by a rational-legal structure, the 
institution receives priority over the 
individual, however, the compulsion to 
enforce this structutc, to abide by 
institutional norms and to retain the open 
and .secular character of institutions can 
cxime only from the universality of law. 
And, universal laws cannot, as Keane 
points out, emerge spontaneously from 
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civil society, (heir lormulation and 
application entails the involvement of the 
state [Keane 1988] Besides, the state alone 
can create conditions that are necessary to 
inoteet the institutions oi civil society 
trom internal disruptions [Blaney and 
Pasha 199^1 As such, it is dilficiili to 
detach (.ivil siKicty (loni the state or to 
conceive it without the latter Indeed the 
institutions oi civil society :uc, and must 
be viewed as. parts ol the democratic 
coiistilulional stale W hen this dimension 
IS lost and civil SIX. lety ispieseiited as rule 
^'overiied mteniiediaiy institutions, the 
concern lor social equality and non¬ 
discrimination tails by the wayside As 
Dipankar Gupta poinis out. there can he 
rules that “p>oniote rational ellieiencv hut 
are indillerciil to < on.sideiations ol 
citizenship" [fjiipla 1997 M)6] To make 
institutions lesponsiblc to the claims ol 
equal c iti/enship, it is necessary to lollow 
Hcger.s lead and sec civil siKiety as a 
moment in theethical li leoi tlvdenuK'nilic 
state 

Fo conclude, sniallei paitieipatory 
bodies may proside .ivenucs lot giealei 
inteiaction between the dccision-makeis 
and the people and liee associations ol 
c iti/cnsmay allow tor the pursuit ol diverse 
particulai mten'st But tosectiic individual 
tiheily along with siK'ial cc|ii.ilil>. neilhei 
iricicascd participation noi diversity ol 
inlcYinediaiy bodies ist nough Both remain 
inadequate m protcviinji the individual 
against abuse ol poviei, indcvd each ol 
them can he appropriated to sanction 
inaiority practices and unequal stnictuies 
ol pi'wer 'J'o sateeuaid againsi this 
possibility. II IS necessary to go back in 
histois and reiiieve a rights based 
concepiion of civiliiv 

Note 

1 Kctleiiini: >in llie iiaiisition Imni poli'n .il 
s<>ciel> III civil siK'icty Kiiiis'vcmu aigues tli.ii 
tins niDvc iiniduit's a iciiiaikahle change in 
nun ' It puls lusiiie .is ,i luk' nf cniidiicl in 
•he pKiii: ol instinct an J gives Ins actions the 
111111.-1I i|ii,ilii> ihi‘> pievioiisly lacked 
IKoussc.ia l%K ti 4 | 
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Decentralised Finandi^, Governance 
and Public-Private Co-operation | 

Sugata Marjit | 

This paper talks about financial autonomy oj the local governments, such as panrhayats. A mechanism [' 
is suggested by which panchayats can come in direct contact with the private taxpayers and other funding t 
agencies. This .scheme is important once we seriously take account of a corruptible system of collection * 
and redistribution. The so-called ‘decentralisation ' priu ess, which makes panchayats dependent on t entral 
and state hierarchies, is hound to be inefficient. This calls for decentralisation of financial power. 


1 

Introduction 

lltn pnibletn of u ccniralised planning 
sysleni. whereby all infoniiatiuiis are 
pmeessed at the top and decisions aie 
disseminated Irom the peak, has been lelt 
to such an extent in India, that the early 
uhanii ot ceononiic planning has been lost 
to a great extent. Whetbei the light kind 
ol decentialisatioii is as tually taking place, 
IS a separate question One important 
expenment with decentralised planning 
runs in terms ot panchuyat oi thi ough local 
village level governance. There is a 
substantial litcratuic a\ ailablc in this area. 
particuKuly in theconiexl of West Bengal 
VI here the state government has regular¬ 
ised panchuyat elections and encouraged 
local developmental woik Ihiough piopei iy 
elected demociatic bodies Interested 
readers mav Uxsk at Gluish (I9K1). Kohli 
(1990), l.ieten <199.^), Mallick (1992), 
Acharya (1993), Hariiss (199.3), Ciinik 
and Manor (1994), Sengupta and Cia/dar 
(1996) etc 

The simplest way to capture the idea ot 
state intervention in the tievciopment 
process is to eon.sidei the well known 
examples ol public gcxid whea* under¬ 
investment IS exiiected due to appi opnalion 
problem Hus is tiu basic point which 
brings in state as a pn>vidcr ol education, 
health, inirastiucture, etc. Such a pttibleni 
will be common to all countries, lor ex¬ 
ample to Singapore and to India. Howevei, 
in Indiathe problem is much more complex 
In a country with many states, each with 
significant intra-slate diversities, with 
sarious political, ethnic and leligious 
repiesentations. allocution ot public tund 
bmiines a formidable lask. Hai her Icadci s 
had contemplated that a centralised body 
could be effective in taking the right 
decision Even with sut h glonous objective 
in ttK'us, intcr-regionul disp.irities grew 
over the entire post-indcpondcnce period 
ll>rc/e and Sen 1996. Ghosh, Neogi and 
Marjit 1998J. 


It is an uphi II task to pinpoint the malady 
of the centralised planning process, but 
the I ole ot decentialised planning system, 
as a .superior institutional iramework, is 
very difficult to ignore. One competing 
argument lavouiing such a system talks 
about the ‘inloiniationai and monitoring' 
efficiency Since local people know the 
local priorities, (hey .should have the right 
topick and choose piojects Disbuiseinent 
ol lunds and implementation ol projects 
lequire stncl inonilonng and tlie local 
goveinmeni is well suited to do that It is 
also an argument e.stablishtng the case tor 
division of labour in political govei nance 
It IS dilticull to undermine the role ot 
decentralised go\ ei ning aiithoi dies in India 
simply becau .e oiii country is 'too big’ tor 
any cenirahsed decision. Hus slalcmeiit 
needs a caveat it someone mentions the 
case ol Cliimi But such a comparison, 
which IS otien made without much reason, 
tails to enleitain the fact that there is 
nothing called ‘'fhe (Thinese Deaiociacy’ 
In India decisions are olten made on the 
basis and appiehension ol a political 
backlash and now-a-days in coniunction 
with coalitional senitments It is logically 
iiicoiiec t to compaic. except in the context 
ol specifii. Ciiscs two systems with ditleamt 
political stiuctiiies It is even more naive 
to think that India will tie a dcmcHTratic 
China 

This papet. is the title suggests, will talk 
about dea'iitralisalion and govcrnanc c first 
and then piocced to model a system wheic 
active CO operation between the private 
bodies and Kk al governments can bypass 
ccnirahsatn n even lurthei 

In Section II w e analyse situations wlicie 
centralisation and decentralisation of 
public decisions explicitly incorporate 
coiniplion v all element ot reality we aic 
unable to ignoic A proper comparison ol 
institutional s) stems must relate it to the 
existing st'cial .uul political conslMints 
Although scvcial papers and honks have 
dealt with the issue of corruption in detail, 
in India popular discussions on slate 


intcivention, public action and relorms, ; 
point towards the benign and innocent 
rule of an 'autonomous' entity Uiilortu- 
nately, reflections on how the so-called * 
'state' actually works in India or tor that 
matter in any developing economy, on 
how political-bureaucratic nexus frustrate 
optimal policies, how 'targeted' policies . 
fail to reach the 'targeted' population, are 
missing even ttom noted contributions by 
Dre/o and Sen (199.'». 1996). Basil (1997). 
Ray (199K). etc An extraordinary con- 
ti ihution in arclated albeit nuire specialised 
area is by Dasgujita and Mfuikherjce 
(I99K) Recent liteiature on the theories 
ot corruption and economic policy are 
available in Maijit and Shi t I99K), Marjit 
and Mukheqee (1997), Marjit, Mukherjee 
and Mukherjee (1998), Marjit, Rajeev and 
Mukherjee (1997), etc Mooklicnee (1998) 
discusses in an elaborate mannci the 
pioblems ol incentive and coiruption in 
developing countries. 

Section in highlights a liamework lor 
public-private co-opeiation in piovidiiig 
.social intra.struclure in mral and remote 
areas The tyjie of liseal retoini aiici/oi 
institutional modification needed lot this 
scheme will be elaborated The pioposed 
scheme will not need a ’n*volution’ to be 
propeily impleinenied, hut will require 
'specialcsed state intervention at tlie grass 
roots’ level The lole of stale as a mo.a- 
loring authority ratlier than aiedisirihutive 
autlioiity will be brought into Ickus Oui 
preoccupation with the Chinese rase doves 
u* again and again lowaids government 
as the crucial agent to bong about the 
change. Seldom we tcx'us on the .ltrcc< 
involvement ot the massive piivate sector 
in uplifting .social standards The notion. 
lh.U redirecting lesources through the 
gov ernment wi 11 > leld a w el l-det i ned si vi al 
purpose, presupposes a lot abou' tlie 
integrity and efficiciny ot the collecting 
and redistiibuting mechanisiiis li is 
impoitant to check whcthei the taxpayers 
or res<'uice-gcncraliiig e.iilities have the 
peicept'on of an idealist, honest and 
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etttcicm state If one thinks that a signi¬ 
ficant part of every rupee, that goes out 
of hei piK'kct us tax. lands in the pocket 
of poll ticians/bureaucrats running tin state, 
she may be less concerned about the social 
usefulness of a redistributive activity 
conducted by the stale This in a way may 
affect the propensity to pay taxes Similui ly, 
for every rupee spent to provide social 
infrastructure to the poor, just a little may 
reach the targeted sivtion and none can 
be held accountable because the taigcted 
segment may have veiy little information 
about the whole process. All these is.sucs 
lead to an alternative tramcwoik ol .state 
intervention 

Section IV discusses the problems ol 
implementation ol ihe decentralised 
scheinctalkedahouiinthcpapci Secuon V 
concludes the papci 

II 

Centralised vs Decentralised 
Planning 

Hi IK II .S( Y \Nl) ('OKKtil'IION 

Consider a situation where the central 
government decides to spend x amount on 
a parliculai project directed to a particular 
segment ol population V(x) dclines the 
maxinuim benefit that could be generated 
by .spending x Such 'benefit' accrues if 
and only if x is effectively spent lot the 
nght purpose The centralised authority 
may lack information about the effective 
impicmenlalion of the pmiect if there is 
no monitoring by ihe local governments. 
Typically, without loial supervision and/ 
or monitoring a traction of Vtx) is likely 
to be lost tn this tegard we assume the 
following. 

Citven X, the actual value realised is 
a V (M. ()<«<! (I) 

In other words (I -<x) V(x) is simply not 
avhievahic becau.se thete is no deceniia- 
lised supervision It is a kind of citicicncy 
loss that has to be incuned due to 
centralcscd dec ision-making Now we turn 
towatds another kind of 'loss' due to 
corruption and tiansaetton"' costs 
* X' IS the ami >unt dec idedhy t he planning 
authority But is there any guarantee that 
all of X will be actually invi'sted/incurrcd 
lor the targeted population'’ Note that 
(1 -a) V(x) could be interpreted as the cost 
of misplaced emphasis The ccntial 
authorities may think that building 
tubewclls IS the major task, whorcas there 
may be more urgent need U>r a concrete 
road However, misplaced emphasis may 
hide an element of c urruption 'Tubeweli' 
contractors may pull Ihe stnng and that 
may lead to the los.« of (1-a) V(x). Wc 
are abstracting lioni such a situation and 


assuming that one can conceptualise 
(1-a) V(x) as a cost due to misplaced 
emphasis caused purely by informa¬ 
tional con.straints and not by comiptivc 
influence 

Corruptive leakage eats into Ihe actual 
disbuisemcnt ot x Let (l-P)x is lost due 
to bnbery and transaction costs. Here is 
an example. Suppose x amount of money 
has to be disbursed for coastnicting a 
numbci of tubewclls. Collusion between 
'tubeweir contractors and officials 
disbursing the amount may lead to a Moss' 
ot (I -P)x If 10 ‘tubewells’ are to be built, 
only eight get built and the official report 
may hide such an outcome. 

We a.s.sume that V(x) is homogeneous 
of degree 1 and this leads to the delcr- 
minattonol ct fc'cti ve value Ve of the central 
disbursement 

= a P V (X) (2) 

Any offic'il announcement and rcsolu 
tiun will always ignore the (1 -P) factor, 
although that stares us at our face and 
leopardiscs the benign perception ot a 
benevolent state Question is what liappen.s 
if we go lor a decentraii.st .supervision 
which l(X)ks at Ihe ‘best’ use of the rc.source 
Ccitainiv. the a factor will be favourably 
at Icctcd by such a process. The new a will 
be some u> a Is it the case that with 
decentralisation all corruption will he 
eliminated'’ 

'fhe answer IS no Supposetubewellsare 
tcally nece.s.sary. panchayat will go for u 
However, this diws not imply that the 
choice ot contractors, locations, will not 
involve corruption and favouritism There 
IS no presumption th.'U local rcpre.scntali ves 
willbc 'hane.st’ iclattve to the government 
personnel disbursing the expenses in the 
carlict regime I^ct us consider the iol- 
lowing example .Suppose in a centralised 
system the money at the last stage was to 
he relca.scd by a government olHcial who 
charges bribe of the amount {1-P)x either 
from the contractors or from the persons 
organising the activity Suppose now 
panchayat steps in. It is quite possible that 
the same biihe may be divided among 
panchavat members oi among Ihe new 
power brokers * The presumption is that 

a P V(x) > rt p V(x) (.1) 

Hven if p < D I c, decentralisation leads 
to greater leakage due to corruption, local 
consciousness and information .supplying 
ability will mean a substantially greater 
value ol a. letlccted in o. 

It IS also possible that in the absence of 
a panchayat or local government, it might 
be difficult for a spe^y disbursement ot 
funds assigned lor local development 
Political intlucnic and lobbying may do 
the trick. Theretore, funds disbursed per 


unit of time will be greater, increasing the 
effective value of x. This and some other 
factors are not highlighted in this paper 
because the pu^iosc is not to dwell at 
length on the worthines.s of panchayats 
relative to centeahsed planning. 

The following diagram is the simplest 
way to concci ve the working of the system. 

citaens/corporates, etc —* ■■» centre 

I 

V 

state 

panchayats 

Citircns/corporates, etc. provide tunds to 
the central government by paying taxes, 
centre disburses it to the states and then 
to the panchayats Note that a panchayat 
I s a generic repiie.sentation of the local self- 
government. In this flow chart, there is no 
‘decentralisation’ regarding the collection 
ol tunds The idea of decentralisation 
relates to the actual disbursement through 
the grass routs agencies Such a concept 
of decentralised planning happily 
incorporates a power structure which cuts 
across all political ideologies and other 
diversities L(x:al governments may be 
better judges ot ItKal problems, yet the 
money hastocome tnim above Panchayats 
may be hard put to generate liK'al lesouiccs 
since agricultural income lax docs not 
work and the taxable base ot the pemr is 
simply non-existent 

Anolhcrcompel ling pniblem lies hidden 
in the existing .set up .Since x needs to be 
.spent through a panchayat, it mu.st come 
from ccntral/state budget That muih 
money has lu he taised through laxs^s 
borrowing, aid, etc, x has to travel a long 
way fnim the contnbutors' pcK'kct through 
the layers ot administrative hierarchies 
down to the panchayat. To raise x. to 
pmccss It through the layers, let alone the 
issue of tax-evasion, etc, real costs are 
meuned (say) worth a fraction 0 < b <1 
I'hat IS to rai.se x, one has to rai.se (1 +8)x 
to cover the associated casts 

While paying taxes, seldom we think 
about the social purpo.se it will serve. 
Given rampant corruption among the 
politicians and administrative officials, 
massive spending on sick public 
organisations, lavish parks dished out in 
the name ol ‘state-related’ foreign visits 
by the mint.ster.s, etc, the propensity to pay 
taxes may get severely affected. Although 
there is no serious empirical evidence on 
this. It IS worth pursuing. The basic question 
IS, if a panchayat of 10 village.s in We.st 
Bengal needs a hospital worth Ks 20 crore. 
and if a business group is paying taxes 
worth Rs 20 crotc, why cannot the 
panchayat and the business house get 
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together and build the hospital This is a 
tricky proposition, with a lot of potential, 
to which we turn now in the next section. 

Ill 

Extending the Limits of 
Decentralisation 

Tin? Roi> OF Pt blit-Private 

Co-OPER/VnON 

Redistributive roit* of state is well 
recognised in the development literature. 
In tact, well beyond the scope of ’tax- 
subsidy’ policies, lies the potential for 
sustained public action be it in education, 
health or infrastructure Tax transfer 
mechanism works through the complex 
layeis of intervention People pay taxes to 
the ’state' which is defined to be a better 
judge of re-all(K'ating such taxes towards 
lofty social endeavour In a way to a 
taxpayer, it hardly matters which state 
agency is responsible lor tax-collection 
A lational (comiptM taxpayer will try to 
evade taxes as far as |K»ssible Once she 
pays a certain amount ot lax. she can be 
mdirtcrent lo how it is spent Wc shall 
stick to this assumption lorthe time being 
Typically x is collected by the central 
autlioiities redistributed lo the panchayat 
through the stale goveinmcnts Hypo¬ 
thetically speaking, a panchayat can hnd 
someone who pays x as tax. contact hci. 
take the money, give her a ceitilicatc of 
payment .She takes the certiiieate to the 
taxing authority and files it as hei letiiin 
Such a piocess completely bypasses 
hierarchical redistributive meehanism. In 
the alisencc of panchayuts. centralised 
administration has t<> organise the dis- 
hiii soment ihiough bureaucrats who aie in 
chaige of iinplcmcnting .state objectives 
With panchayats in powei, supci vision, 
monitoring and accountabi lity rest directly 
with the Uwal goveinment li they cannot 
raise iund through kn-al taxc.s, they should 
have the right to the diicct u.se ot tax 
collected 'Hus immediately reduces the 
associated ti ansaelions costs This is a real 
net gain to the treasury, (5 = 0) even it 
a and P continue to lie die same 
This arrangement is more effective, 
greater is the delay in disbursement ot x 
through the Ufiper layers ot administration 
since often the funds arrive in in-stalinents. 
Lump sum receipt will also lead to moic 
elficient utilisation 

11 I.S difficult loconaMvc that panchayats 
will run alter small taxpayers for sizeable 
social investment projects It a schcxii has 
to be built, one may need a handful of 
individual taxpayers to raise the sum This 
may involve di.s-cconoinic5 of scale - a 
factor that runs counter to saving the 


wonomit and Political Weekly May LS, 


transactions costs A proper collaboration 
between panchayaLs and corporate tax¬ 
payers may solve such a problem. It is not 
ditficult to sec why .such a scheme will 
wotk, at least at a conceptual level • 

A well known argument in the theory 
of public expenditure suggests that pnvatc 
initiative will fall short of socially optimal 
ettort in providing a public good since 
there will be externalities. If the optimal 
amount to be spent is x, private agents will 
spend some amount x < x Suppo.se 
government largeK to rai.se x from a 
representative ageni With tax evasion and 
bribery the collected amount turns out to 
be x* < x We now postulate a framework 
by which an agent determines x*, the 
amount which will he contributed We 
inlnxluce the following ‘social-conscious- 
ncss’ axiom “Agents care about how col¬ 
lected funds are actually ased” Considei 
the following utility structure that deter¬ 
mines X* 

Let y be the individual (corporate) 
income, x (he amount oi lax it will pay 
and p the subjeitive probability that the 
individual believes that taxes will fund 
.sociallyuseful piojocts Individiialscannot 
observe how x is vpcni by the government 
The lollowing obiectivc function is sought 
to he maximi.sed 

Max U (y-x. px) - c (x) (4) 

X + + 

U(), the utility tunclion is defiiK'd over 
net income alter tux income (y-x) and 
ip X) the expected amount out of x which 
will be spent on six ially beneficial pui pose 
It IS assumed that (l-p)x goes as wasteful 
ex|x.‘nditure Although higher x reduces 
after lax inconu* and thciefore creates 
disutility, to the extent it is supposed to 
he spent foi soiiaIgtxKl, generates positive 
utility toi the agent C(x) is cost ot ’hiding 
income’ with. 

c’(x)< 0, (”■ = 0 (5) 

11 you wish lo pay lower tax. costs 
increase in (enns ot brihesand oihci efforts 
First order condition of maximisation 
yields, 

-8u/8(y-x>+|Su/Spxl.p-c' (x) = 0 (6) 
Second order condition 
|8‘u/8 (y-x)‘| + (8^8 (px)^J p^ < 0 
assuming diminishing marginal uti lity. (6) 
determines, analytically, an optimal x* It 
IS ca.sy to check that 
dxVdp > 0 (7) 

If somehow- the agent believes that theie 
is a greater chance now that her contri¬ 
butions Will go to socially useful purpo.se, 
.she Will conliibute more 
The ongin of ’p', tlie probability that 
the state does not use public money for 
joy rides ot politicians and bureaucrats, 
contains lack of information regarding 


how the money is u.scd. Direct redistri¬ 
butive investment in the form of direct 
contact with the panchayats and direct 
participation in Imancmg social infra¬ 
structure protects raise the value of p. 
Therefore, total collection may increase. 

A pertinent que.stion is how our scheme 
differs from the standard proccduie of tax 
exemptions on spending lor specific 
activities A major problem is that it is very 
difTicuItto monitor the activities on which 
lax exemptions are claimed Olten sui h 
activities do not involve infrastructural 
investments To the extent it is believed 
that a panchayat is far better an agency 
than u govenimeni department lo manage 
local affairs, activities undertaken for tax 
exemptions will he better monitored Also 
we arc talking about a direct tax-credit 
rather than tax exemptions I'lie scheme 
puls sufficient weightagc tothc motivation 
guided purely by selt-inlcresi and ego The 
fact that developmental activities of a 
particular groupol villagescanbcfinanced 
by a corpoi ate house .will add social recog¬ 
nition to the corporate biand name as well 
as to the specific panchayats Once pan¬ 
chayats arc aware ot the tact that funds 
can he competed for. there may be addi¬ 
tional incentive foi rapid designing of 
.siK'ial pt ojects It is di fficuil to argue against 
such a scheme at a purely theoretical plane. 

Literature on dcceniralist imancmg in 
the Indian contexi has focused on financial 
scli-reliance ol the panchayats Paper by 
Raiaraman and Bhcnde < 1998), and earlier 
work by Wignaraia et al (1991) have dis- 
cus.scd alternative ways and means to 
strengthen the fiscal Inundation ol local 
governments. A more detailed account is 
available in Oommen and Datla (1995) 
who HI their icspi'ctive papeis point out 
the constitutional constiaints binding on 
the smooth functioning oi the panchayats 
In general, the discussions inevitably lead 
to the question ot delegating power to the 
panchayats to tax agricultural income This 
again becomes a political question with 
no answci since you ju.st cannot lax agri¬ 
culture Also It IS important to understand 
that the constituent villages under a pan¬ 
chayat may not have sufficient income to 
generate required resources for infra- 
.struclural development It is evident Irotn 
the foregoing discus.sion that wc <ue talking 
about a mechanism which is far more 
direct and well laigcicd Ttic problem with 
coaslitutionally spec died distribution ol 
resources and any sugge.stion lo improve 
the .sharing rule is that it admits the consn 
tutional authority ol either the central or 
the stale govenmicntsovei the panchayats 
One should at least think in terms of alter 
native routes by which the taxpayer and 
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(he benefit, litry ot the n-dislnbuli vc procc.ss 
can come in closer eoniacl Bypassing a 
fiseal hierarchy has la'niendous advantages 
which cannot be ignored. 

An alternative iristilutional mechanism 
that helps the piocess ot deccntrali.sation 
has to do with the NGOs NGOs arc non- 
prolit organisations funded both publuiy 
as well as privately to ImA after local 
developmental progiammes In an inteiest 
ingn*ccntpaper. Beslc} amlGhatakl I9‘)8( 
talk about a specifii type of “public- 
piisate" Kvopeiation as relleclcd in the 
coexistence ol goveminent anil the NGOs 
While NGOs and povet nmciit' s t)b|ecti ves 
may not he perfectly aligned, the NGOs 
may have a nioie ct I iciciit w ay ot operating 
social piojccl.s, thus saving costs Tlic 
resulting trade-of I dclcrmines the reasons 
foi the existence ol the NGOs The only 
problem in their papei is that theie is no 
conceptual .md functional dilleieiuc 
between an .N< J<) and a lt>eal povcnimenl 
The question theic is. why one observes 
the NCKJs bill nol the local goveiniiienis 
perloiiiiing .is the NGOs In other winds, 
an alleinative institutional anaiigement. 
w hcie a local government hasdiiect access 
to piivatc and public hinds and efficiently 
manages local ileveli ipinental piogramines. 
should cineigc and dominate the NGOs 
Absence ol such an insi.tutional aiiangc 
ment then beioiiics an intiiguing and 
haunting problem 


rv 

Problems of Implementation 

Decentralisation of financial control as 
piovidmg more linanciat autonomy to the 
panchayats will not he easy to implement 
Theic aieba-sically twolypcsol problems, 
political and operational Ishall first focus 
on the operational pioblems and then 
highlight political and constitutional 
bolllenecks The.sc problems may not be 
mutually exclusive. 

It will not be easy for each and every 
panchayat to find and run aftci taxpayers 
lor a partieulai scheme Inlormatumal 
problems associated with linding out 
suitable tunding sources cannot be 
neglected Goinpoting for funds may lead 
to conflicts among panchayaLs. Hence, 
some hieiarchical control cannot be 
dispensed with I'lus becomes paiticularly 
important'vlieiitherearc ‘spillover" etlccls 
ol panchayat activities Negative exleina 
iitics assiKiated with such actions will 
require thud paity intervention Hence, 
total decciitrahsaiion will he impossible 
Although such ‘externalities' often may 
he of ‘positive' nature Problems will he 
less .sevcic there 

Disparities among panchayats may 
mciea.sc' M beltei developed regions aie 
ableiojttrac'tgteateramountul hinds But 
one may note (hat pooler the panchayat. 
greater should be the marginal social 


benefit of lifting it up. Those panchayats 
should care about their ‘absolute’ welfare 
rather that their ‘relative’ position vis-a-vis 
the developed ones. Moreover, a provt.ston 
c an be made by as.signing each panchayat 
the maximum amount they can negotiate 
and/or the maximum tax-credit receivable 
under the scheme. An explicit con¬ 
sideration of ‘inequality' can feature there 
through fixing ‘progre.s.sivc' limits on 
negotiable resource 
A large pait of ihc development funds 
u.sually comes t nim the woi Id orgamsalions 
and arc channelled through the central/ 
stale governments Hence, direct nego¬ 
tiations with local governments may 
n-quire amendments in the charters oi .such 
oiganisations Thcrc is no tca.son why 
wot Id lundtng agencies cannot directly 
get III touch with Ihc panchayats What is 
proposed here as a fust step, is a diiect 
link bciwcen the local .sell-govcniments 
ami piivate contributors 
Moie formidable problem of imple- 
nicntalion is associated with the possible 
apathy ol llie ccntral/state governments to 
iclinquish linaneial control in favour ol 
the panchayats .Shatmg ot liscal [hiwci 
as rellectcd in incieasmg shan.' of tax- 
collection redistributed lo the stales is .1 
well ri'cogni.sed I iclit of ilcbatc m the sphcie 
I-I ccniral-stutc fiscal relations What is 
being suggested hen* can lead to substantial 
political piobicm 'I'his has to do with the 


Institute of Practising Managers, Hyderabad 

(A non-prolit and non-aligned autonomous institution uiidci 
the .SiH lets tot Research and Management in Rural Development rcgisteied under 
Publn. Societies Act ot Andhra Pradesh) 


Announces Programmes on 

I Marketing Management for gruduutcs looking for chuilcngiiig career. The progrunnne also 
eovci.s the lopie.s related to salc.s and export management (June 01-30-1999). 

2. Research Method.s for Social Sciences for in service lecturers and part time scholars pursuing 
for their Doctoral Degree (June 14-18, 1999). 

Certificate Course in Agribusine.s.s Management (July 01-September 30, 1999). This 
coutsc IS designed for the result orienicc. graduates in any discipline looking for career in 
Agribusiness 

The Prospectus of the course and application can be obtained by remitting Demand Draft 
of Rs 50/- (Ks fifty only) in favour of the Institute from the Executive Director, In.stitute 
of Practising Managers. 104, Flora Apartment, Opp Slate Bank of Hyderabad, Road No 3, 
Baniara Hills, Hyderabad 5(K) 0.34. Telefax; 040-3.545 267. 


12(Xi 


Bcononiie and Political Weekly May IS. 1999 



“power of collecticHi’' A rise in Ae share 
of states^anchayats in total taxes may be 
considered as a tendency towards greater 
decentralisation But the ability of the 
panchayats tocollectand use taxes reflects 
an alteration of the power superstructure. 
This IS bound to be resisted by the political 
hierarchies It is moie so because pan¬ 
chayats will negotiate with private 
taxpayers and will eat into the financial 
re-sources available to the centre and the 
state.s. One related criticism may be that 
the government higher up will be forced 
tt) compete with the panchayats to obtain 
the required resources and the 'collusion' 
between panchayats and private taxpayers 
will reinforce the externality problem. 
Howevet, once the central authonties 
decide on the amount to he invested through 
the local governments, allowing them to 
directly acquire die iunds will be aiudicious 
.strategy Hence, the prescribed institutional 
change pioceeds in iwo steps First, it 
alk'ws the panchayats to rat.se the ear¬ 
marked sum Second it allows them to 
taese moic. Our scheme pins down the 
tiiiancial icspunsihility ot the hierarchies 
and thus restni ts the authoi itics to indulge 
111 unproduclive, wasteful exces.ses. a 
iiie.isure to he hated b> the vested interests 
It) politics and bureaucracy It is Ihis 
icsistaiKc that can picvent the scheme 
Ironi getting started 

V 

('onclusion 

I .el me summarise the points I wish to 
make 

First, we have argued that panchayats, 
111 spite ol being cot nipt, can sei ve a useful 
social purpose which a coirupt centralised 
auihonty will not Once we understand 
how important the panchayats aic we 
should be a little more serious about 
properly empowenng them 
Second, the panchayats must have the 
constitutional nght to collect luiids from 
piivate taxpayers This is not the issue of 
>.ollccting agncultural income lax which 
will never come into existence, thanks to 
the powertui farm lobbies. Direct nego- 
iiation with funding authorities will 
'liminate hiervchical constraints. 

Third, direct redistributive mechanism 
IS desenbed and dc.signed in the paper, 
las a deeper foundation than what is 
uggesied as a mere constitutional clean 
p An element of altruism, reflected in 
le monitored direct use of tax contri- 
utions. is likely tocnhance tax-collection, 
eep-rooted perception in public eciv 
>mtcs. that appropriability problem 
ads to under-investment at ihc private 
vcl, does suffer from a fallacy. It one 


observes that people are not willing to pay 
for social projects then what they actudly 
confront is (in terms of the framework 
developed in the paper) [Su/Spx . p] = 0. 
This can ari.se both due to 6u/5px s o. the 
standard ar^ment, oi due to p^. Raising 
p through the direct redistributive 
mechanism can lead to greater collection, 
a point clearly missing in public cconinnics 
textbooks. 

Fourth, an intcrc.siing research problem 
istocomparc and contrast NGOsand local 
self-governments It NGOs are allowed to 
generate funds Irom private sources why 
not the local panchayats Is it a reflection 
of the tact that financial empowerment of 
local government is a complex political 
issue and strengthening NGOs i s an cl fcc- 
tivc way ol c.scapmg such a problem'^ 
The purpose of this paper is basically 
to .set up a stage for a possible debate No 
deterministic answer is likely to come out 
of It. But one mu.st understand that em¬ 
powering panchayuls or kx;al governments 
in any developing country is a cnticai 
economic and political i,s.sue. While the 
‘economics' part is laiily clear, political 
hurdles arc enormous since hieiarchtes. 
which promote 'panchayats', may not he 
interested in providing them with the 
ictiuired tmancial liccdom. 

Note 

(lam indebted lo Ahhi|ii V BanerKc, Dieter Bees. 
Manin Kolmar, participants in a seminar at 
Jadavpui Univctsity. my research students, 
colleagues and fnends at the CSSS, CalcuKa.ror 
comments which have helped shaping the ideas 
developed in the paper I hold none of them 
lesponsible tor enois and omissions 1 

I SeetheSiaUMnun Calcutta.daledDecember 8, 
I V9K,pS lot anewstinhowpanuhayat members 
(belonging lu a number oi political parties) 
havedivened public iunds (or personal benefits 
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Municipal Budgets in India 

Comparison across Five Cities 

SitaSekhar 
Smita Bidarkar 

Budgets reflect the calibre of planning and the priorities of municipal corporations. Analysis of municipal 
budgets IS a means to determine the extent to whu h poor quality of services is a result of inadequate availability 
and inefficient use of lesoiirces by ettv agencies With increased focus on decentraltsation and devolution 
of funds, more attention should he paid to the analysis of municipal budgets. This article makes a comparative 
studs of the rniinn ipal budgets of five large < ities in India - Ahmedabad, Bangalore, Chennai. Mumbai 
and Pune - over a si.x-yeai penod of time, giving ii,seful insights into rc.source mobilisation and utilisation, 
allocation patterns and trends in important sources of revenue and in expenditure on important sectors 
at ross cities 


HVKKY ycjr viduminous rcscaich is 
(lirt'ctod towaiJs the .inalysis ot India's 
national huditel and to a cerium extent 
towards the budgets oi diiteieni states 
The budgets at the liKal level, however, 
do not icieue the kind ol attention they 
should Jespiie the glowing importance ol 
urban areas and the increasing locus on 
der entrahsalion and devolution ol linan- 
eial powers The quality of civic seieices 
IS detcimmed not only by the quantum ol 
resoutces mobilised o> the munuipal 
corporation bui also by the elticiency with 
which these lesouices are utilised ' Bud 
gets lellcc t the calibre oi planning and the 
priorities ol municipal corpoiations A 
stiidv ot municipal budgets would, there- 
loie prosidc saluabk' insights into how 
iiuinic ipaliiies I aise re venues and also their 
piioiitiesloi the use ol lesouicc's It would 
piovtde city admiiiisiialois and policy 
makers w iih an opportunitv to review their 
rc-source ini'bihsalion .md management 
stiategie.s. .md mote irnpoitantly to plan 
collective actions 

This papei piesenis an analysis ol the 
budgets ol the corpoiatinn.s ol the live 
cities oi Ahmedabad. Bangalore. Chennai. 
.Mumbai .md Pune hf the penod I990-<)I 
to I99.‘S.‘)(\ SIX years being an adequate 
time period to truce the growth oi a city's 
linaiiccs III relation to its physical growth ' 
The study cxainincs a senes ol i.s.sucs that 
arc oi great concern How liave the cor¬ 
poration , grown m tei ms ol the revenues 
they have generateui and the expenditures 
they have mcuired ovei lime'' Wliat is the 
growth in le.il terms ’ What are thuir major 
.sources ol revenue'’ Do cities differ in 
their resouice mobilisation in terms of 
magnitude of generation as well as in 
terms ol the composition ol the revenues'’ 
Do allocation patterns vaty across cities'’ 
Has thcic been varuiion m the allocation 
pattern within cities ueniss years'' What 


aic the nuijoi aieas where there is coticen- 
tiation ol expenditure'? How do the cities 
pertoim m aieas such as education and 
health that are ciucial, especially to the 
urban pooi' Arc c apilal expenditures on 
intiasliuciuial development kc^iping up 
with the needs < i( the cities'? On the whole, 
arc Iheic .my lessons to be leanil for the 
Bangaloie fils C’orptiration from othci 
cities ’ riicse .ue the major i.s.sues udda‘ssc*d 
III this pjpei 

I 

Methodology 

'Fhe study uses budget docimcnts 
brought mil .mnually by the corpoiations 
ol (he tivi cities studied here The time 
peiitHl coscicii IS the six-ycai period 
between 1990 9| and 1995-96 loi all the 
cities except ('hennai for which the docu¬ 
ments weie pimiircd lor 1992-93 to 
I >95 9h Discussions were also held wiih 
otiicials ol ihe c urporations to elicit inior 
m.ilion and s.ihd<ite observation 

Trends iii u \gnuc and expenditure liave 
been exaininc'il in nominal as well as in 
mal terms ’ 1-simiates and revised c.sti- 
mutes are also tr.u'cd to gam an insight 
into cstimalioii priKcdures. Sources ol 
revenue and uses of funds have been 
classified iiiuici common heads so as to 
lacilitale conipaiison across cities The 
pioporiion lit expenditure that goes lo- 
waids paynic.li ol .salancs and allowances 
IS compuied by picking out thc.se items 
of cxpendituic Irom each and every de¬ 
tailed head of expenditure of each city 
Annual average rate of growth tor total 
revenue or cxjicnditure (or lor any heads 
for which (rends have been examined) has 
been eonipiilcd using .standard formulae '* 
Apart from these, other qualitative entena 
such as the quality of presentation of the 
budget documents, measure of dependence 


on sources of revenue that arc not .self- 
generated, etc. ate also u.scd to compare 
coipoiations 

To maintain comparability across cities 
to Ihe greatest cxlenl possible, cate has 
been taken to deduct revenue tnim and 
expenditure on certain lieads that aie not 
commontoothercities Fot example..since 
not all the cities studied piovide watci 
supply to then citi/ens we have not in 
eluded levenue nr expenditure Itom this 
service in our analysis in the case ot 
Ahmedabad .Similarly in the case ot 
Mumbai budgets that deal with .services 
such as electricity .md transport that arc 
not provided by the municipal corpora¬ 
tions m othci cities are not included 

II 

Key Finding.s - Revenues 

All the five cities obseivcd hca' have 
shown substantial growth in Icrmsul popu 
lalion and area under the jun.sdictinn ol 
the municipal corporation during the six- 
year pci Kxl covert in this study It would 
therefore be presumed that revenues and 
expenditures would have grown a.s well 
\n examination of the trends in revenue 
in I'ahic 1 for all the cities reveals that 
m all the live cities revenues have been 
growing over the years As can be ob- 
.served, Ahmedabad and ('hcnnai lead in 
the growth rate they have achieved (17 pci 
cent), followed by Mumbai and Pune (16 
per cent) However. Bangalore .show.s the 
ica.st growth in comparison (12 per centi 
and in real terms the growth has been 
marginal (1 per cent) a.s compared to the 
other cities. 

An analysis ol the gap between esti 
mated and actual figures for revenue shows 
that estimates are always larger than the 
actuals in all the cities except Pune The 
gap is largest for Ahmedabad at almost 
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SOpercentondlowesifor iennaiat4per 
cent for I99S-%. Mumbai actuals arc 11 
per cent lower than the <‘stiniatcs. For 
Bangalore the gap was per cent ^ 

The composition of revenue by sources 
of income for the five cities in 1992-93 
and 1995-96 is given in Tables 2 and 3. 
The tables show that the corporations of 
the western cities of Ahmedabad. Mumbai 
and Pune, generate a large part of their 
revenue from taxes levied by them The 
corporations ol the southern cities of 
Bangalore and Chennai depend to a great 
extent either on grants or on share in taxes 
fur resources. It is to be noted that, tor the 
western cities iK'troi ,sccures nearly two- 
thirds of then tevenuc. For Chennai and 
Bangalon.' property tax is a major source 
ot revenue (32 and 28 per cent respec¬ 
tively) 

Comparing Tables 2 and 3, it is lound 
that during the three-year period between 
1992-93 and 1995-96, Ahmedabad's re- 
lianie on giants has considerably leduccd 
and its genciation of msouiccs through 
own taxes has inLicascd to a great extent. 
In Mumbai and Pune, diversity in resource 
generation has marginally improved with 
income Inmi own taxes and fiom grants 
leducing in share and other revenue in¬ 
creasing. In Chennai there is no ma|or 
change in pattern while in Bangalore, de¬ 
pendence on grants has shown a consid¬ 
erable ri.se duting this period 

When the revenue is divided by own or 
othei souiccs as has been done lor the five 
cities m Table 4 lor the year 1995 96, it 
can be not iced that whi le the western cities 
generate a major part ol their revenue Irom 
then own sources, the southern cities 
generate only up to 30 and 40 per cent ui 
the revenue horn own sources If in the 
case ot Bangalore, compensation lor (Ktroi 
is considered a proxy foi revenue Irom 
(Klroi, the revenue fnim its own ,sourccs 
goes up to 60 per rent 

Since octroi and property tax constitute 
the two ma|or sources ot income lor all 
corporations a detailed look at the in'nds 
in collections Irom these two raxes is 
called for. Trends in iKtroi and octroi 
compensation arc presented in Table 5 It 
IS evident that iKtroi has been a steady 
buoyantsourccof revenue for Ahmedabad, 
Mumbai and Pune Income from octroi 
has .shown a considerable annual growth 
ot It) per cent in Ahmedabad. 14 per cent 
in Mumbai, and 19 per cent in Pune In 
comparison the compensation that is given 
to Bangalore in lieu of o«aroi has grown 
at a relatively lower rate of 12 per cent 
In real terms however income from 
compensation has increased minimally by 
3 per cent while growth in octroi income 


has ranged from 4 to 9 per cent for the 
western cities. Interestingly, growth rale 
of octroi is almost the .same as that of 
revenue 

While octroi forms 60 to 70 per cent ol 
the total revenue for the cities that levy 
octroi, for Bangalore compensation forms 
an average of only 20 per cent of the 
revenue annually. This has prompted city 
administrators to press for reininxluction 
of octroi It is to he noted that the stale 
does collect entry tax in large sums but 
pas.se.s on only a small part of the revenue 
to the Bangalore City Corporation. In the 
case of Chennai, however, though octroi 
has been abolished years ago, no specific 
compensation is provided by the state gov¬ 
ernment. 

Trends in revenue from property taxes 
are examined in Tabic 6. Income from 
property lax has grown by 10 to 23 per 
cent annually in all the cities at current 
prices. In Mumbai ,inJ Chennai, the growih 
has hern phenomenal at 23 per cent and 
21 pcrcenlrcspcetivcly At constant prices 
however, the growih turns out to be signi- 
fieant only foi Mumbai (12.5 per cent). 
Chennai (II pei cent) and Ahmedabad 


(7 per cent), while it is nominal fur 
Bangalore (2 per cent) and Pune (3 per 
cent) While Mumbai and Pune do not 
have much cause for concern on this issue 
as most of their revenue comes from octroi 
anyway. Bangalore needs to give serious 
thought to identiiying the reasons for this 
lack of growth. Why is it that revenue from 
this source is not growing much despite 
the burgeoning growth of the city'* Is it that 
many piopcrties are outside the tax net*’ 
Is It that the tax rates are low*' Oi arc there 
leakages in the collection meehamsmV 
These are is.sue.s that need to he addressed. 


Tabi f 4 l)i<niiiBiinriN ui- Ri-vi-niil by ()wn anp 
OiHLK ,SouRru> (199S-‘16) 

il’ei <(*«») 


City 

Revenue 

Revenue 


fiom Own 

fiom Other 


Tax Sources 

Sources 

Ahmedabad 

KO 

?0 

Bangaliiic 

2K+3t* 

IV 

Chennai 

IK 

f>2 

Mumbai 

Kl 

P 

Rune 

74 

26 

Null * SI pel tcnl loines Irciii 

1 oiiipensation 


lot UClIOl 


Iahii I rHI-NllS IN Aid At Rivinii Inioaii 


Ye.ii Ahmedabad B.ingaloie C'hennai 

Muiiiha(' 

Rune 

IVKO-VO 

IIS S 

93 8 

lid 

na 

78 5 

l‘)9{|-<>l 

I4K7 

92 7 

n.! 

728 5 

92 3 

IWl-W 

174,7 

121 0 

na 

820 1 

S4 6 

1992-9X 

I9K9 

144 3 

133 3 

911 i 

107 8 

J99I-94 

2I9X 

P4 9 

164 2 

1146 8 

114 2 

I994-9S 

2KS S 

191 9 

167 7 

1145 9 

138 0 

1995-% 

3S4 2 

IK2 s 

215 9 

1564 1 

189 7 

Average annual giowlh role 






(per tent) nomiii.il 

17 

12 

17 

16 5 

16 

ACiR real 

7 

1 

8 

6 

5 

Note * rigiiies loi Mumbai aie 

loi pan ot Ihe budget (Budget \ and F.) as the other cilics do niU 

inLluili' budgets on olhci lunations 





Tabu 2 CuMmsmiis ni Ani'Ai Rivim'i 

Inuaii (1992 93) 







iPfl ifilt) 

Revenue tie,id 

Ahinedahad 

Bangalorc 

Chenn.ii* 

Muinh.ii 

Rune 

Taxes levied hv ihe Lorpniaiion 

14 S 

58 0 

17 6 

84 4 

7;- (> 

Shaie ot laxeA 


II 1 

44 2 

1 5 

0 9 

Ciiunls and Liiiilrihiinons 

K4 4 

62 

17 

0 4 

7 5 

Non-iax reveniu. 

1 0 

1 2 

14 5 

4 1 

0 6 

Others 

U 1 

21 S 

- 

9 6 

IS 6 

Total 

KKt 00 

|(K)(XI 

KKI (K) 

KXlOO 

KXi (H) 

Niiir Data loi Chennai IS for the ycji 1993-94 





TsBir 1 CoMPosiiioN i» AniiAi RivFNri 

Incomi (1995 961 







iPri <en(i 

Revenue Heui> 

Ahmedabad 

Bangalore 

Ctienniii 

Munib,u 

Rune 

Taxes levied by (he cnruoialion 

79 6 

27 7 

38 1 

82 8 

718 

Share of taxes 


7(1 

44 0 

0 4 

0 4 

Cnuils and (.onliihulionv 

12 9 

13 6 

3 9 

0 5 

0 1 

Non-iax revenue 

46 

1 0 

13 8 

4 9 

0 8 

Others 

29 

30 1 

0 0 

114 

24 7 

Total 

l(X)l) 

t(X)() 

KM) (Ml 

KKIO 

mo 
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It can also be seen in Table 6 dial 
Bangalore and Chennai generate a major 
part of their revenue Irom property tax, 
(28 and .12 per cent rc&pecttvrly) 
<\hmcdabad also csirns a rea-sonably large 
ptopoition ol 1 C venue through this tax <20 
pci cent; I'oi Pune and Mumbai earnings 
Irom property tax form 10 per cent and 
Iper cent of the total icvcnuc respt'i 
tivcly 

III 

Key Findings - Expenditure 

The pattern of cx|ienditurc ol a corpo¬ 
ration would reveal where its piioiities lie 
Any anomalies in allotuiion would also 
be revealed. What lollows is a detailed 
analysis ol the trends in revenue expen¬ 
diture lor the live i Hies The tiends in 
cx|K*nditure are outlined m Table 7 t',x- 
penditure has grew n a^ ross the cities ovei 
the six-year period with Mumbai posting 
the largest annual giowth tale ol 17 pei 
centandKangaloieihe least (12 per cent) *’ 
In leal terms liowevei. Bangaloie shows 
a nieie I 4 per eeiil giowlh whereas other 
cities show reasonable growth - Ahineda- 
bad (.1 pei cent), Chennai (4 .S pei eeiiti. 
Mumbai ib pei cent) and Puiu* i4 1 pei 
cent) 

That estimates are always laigei than 
actual figuies lor all t ities is bioiighi out 
by an analysis ol the gap between esti¬ 
mated and actual values ol expendilute 
Hangalote and ('heniui show the latge.st 
gap 54 per cent and 48 pei ceiii a'spec- 
Uvcly Ahniedabad and Pune show the 
smallest gap ol 13 5 per cent atui 11 pet 
cent respectively ^ Siicli huge gaps be¬ 
tween estimatc'xl and as dial v .dues whether 
It be I or revenue Ol lot hxpenditcre, point 
to a deleetive planning sysieni and prob¬ 
able inelfieiciicy in the collection nieeha- 
nism An cat her study ol Bangaloie bud¬ 
gets has shown that the city's iailure to 
generate more resources could also he due 
to leakages and unwai ranted exemptions 
tor some Irom property tax. 

The allcKation of expenditure to dilfer- 
enl heads indicates the policy pnorilies of 
the corporations to a eciiain extent 
Whether what should he done ideally 
matches what is done in tact is a matlei 
to be investigated Tables X and ‘1 outline 
the way allocations weie made todillemnt 
heads by the corporations in 1992-^3 and 
1995-96 rc.spcetively ** The piionties of 
the corporations and whethei they have 
changed in any way over the thrce-yeai 
period c an he studied through these tables 

Grants (mostly to educational insiiiu- 
lionsland adminisirati \ eexpendilurx' form 
the laigesi chunk (28 pci cent and 25 per 
cent) of Ahmedahad's expeiuhluie 'I'he 


laigcst shaic of expenditure in Bangalore 
goes to health (28 per cent) followed by 
public works (1/ |>cr cent) Mumbai 
coijKiralion spends the largest portion of 
Its e.xpendilure on solid wa.slc manage¬ 
ment (25 per cent - tins is included in 
‘others') and public health (27 5 ner cent) 
For the Ihine municipal corporation, edu¬ 
cation IS ilie most important component 
of Its cxpeiidilure. While education pro¬ 
vided by the Pune municipal corporation 
receives 17 per cent of the cxpcndilure. 
an additional 33 per cent also gex's toward 
ediicaiion in the form of grants towaid 
educational institutions (In comparison 


to these Indian cities, the city of New York 
spends 31 per cent of its budget on edu¬ 
cation.) 

Comparing Tables 8 and 9, the changes 
in the composition ot expenditure can be 
analysed. In Ahmedabaid. though there 
appears to be a decrease m expenses on 
education, in practical terms there arc no 
mapir changes, since most of the grams 
that have increased in the three years as 
a share ol expenditure have gone toward 
educ ation In Bangalore and in Pune, there 
have been no major changes in the expen¬ 
diture pattern, while in Mumbui expendi¬ 
ture on loans and grants has been brought 


TahiI S Tri-nds in 0>'ikiii In< umi' ani> (Xikui Compcnsaiicin 




Octroi Incoinc 


Ouitoi Compensation 


Vcji 

Aliniedahod 

Miinihai 

Pune 

Bonealore 


(Atiui 

Share ol 

Octroi 

SImic ot 

Oclioi Shoic ot Octroi 

.Share ot 


ini Dine 

loiol 

Incimie 

r>iiji 

liKoine Total Compen- 

Tolal 



Income 


Ini OHIO 

Income s.itiDn 

Income 


(KsCiiiie) (KTCc*ni) (RsCnwi 

(IXt Ccmi 

iRsCroie) (Pti Cent)(R.Cion:) (Per(cnl) 

mx'i •«) 

7X4 

60 



41 7 

SI 26 6 


IWd ‘M 

XO 0 

61 

40S 6 

61 

so 1 

S4 19 7 

16 

i‘i‘>i 'ii 

97 t 

67 

46S 6 

67 

SS 9 

66 11 6 

25 

IW.I-'H 

122 9 

71 

S144 

6« 

62 S 

SX 1) 19 

(» < 

IWt <14 

129 6 

69 

6S1 9 

67 

69 6 

61 14 X 

24 

l‘)‘)4 *)S 

isy 1 

62 

77.M 

69 

92 2 

(.7 62 7 

29 

IWS Vf. 
Annual 

21) > 1) 

69 



117 2 

71 SX7 

27 

growth i<iti 







(MiRl 

(pfi lent) 

16 


14 


19 

12 


ACiK in iL.il 







l( 1 Ills 
ipi-i coni) 

6 


4 


9 

1 
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iR \ ('miel 

Yc.u 

Aliiiiuitairod 

Buni;aloie 

Chennai Mumbai Pune 

Aitiij) Total Actual 

Tuul 

Aklual 

Total ALtiial 

Total ALtiial 

^olal 


1 IVr Cent) 

(Per Cent) iIVi Cent) 

(Pei Cent) (Pei Ccmi 

1'»«<I <XI 

llvl 

2.S() 

27 

- 

- 

8S 

11 

1 <«()-<» 1 

III 1) 20 

.10 2 

11 



H6 

It) 

IW1-U2 

no 18 

.12 2 

27 


IXKO 

12 1 

15 

1992 9( 

tS X 18 

42 2 

29 

19 4 

29 6 211 1 

140 

11 

1991-94 

)6 7 17 

41 9 

11 

SO 1 

10 S 116 1 

11 144 

11 

1994-9S 

44 2 IS 

40 7 

21 

S<) 1 

IS 2 172 8 

1.1 16 1 

12 

|99S-9ft 

ACR 

/IS 20 

SO 1) 

27 

69 1 

12 0 428 4 

14 19 2 

III 

(pci Lcni) 

16 

10 


21 

21 

12 


AOK in real .ciins 







ipcr ccnil 

1 

2 


1 1 

12 S 

1 
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t/f.s t rotr) 

Year 


AhilK’iiahad 

Hongjliirv 

Chennai 

Mumbai 

Pune 

19K9 9() 


142 1 

67 6 


- 

78.7 

1991) Cl 


IM)4 

76 1 

- 

698 4 

91 0 

1991-92 


174 9 

104 X 


R(P)6 

84 5 

1992 9'X 


199 8 

120 S 

107 7 

l(M).S 6 

no 1 

I99T 94 


224 9 

lot 7 

127 S 

1146 9 

124 8 

I99I-9S 


247 7 

1192 

142 2 

I16S7 

121 5 

I99S 96 


294 9 

110 7 

IS8 9 

ISS9.1 

181 4 

ACiR (per cent I 

11 

12 

14 

174 

15 


AGK III n.'jl tcMiiis (per cent) 


4 5 


44 
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down and that on public works increased 
during the three-year period. 

An analysis of the miyor heads on 
which the expenditure on education in the 
different cities is allocated is given in 
Tabic 10. 

Bangalore spends a very small portion 
oi Its total expenditure on education as 
compared to other cities (Table 10), since 
unlike other cities it is not a mandatory 
function of the city corporation However, 
over % per cent of expenses incurred 
under this head go to pay staff salancs and 
allowances. A major part of the meagre 
amount that is left go into meeting oper¬ 
ating and administrative expenses On the 
otherhand. in Ahmcdahad and Pune, grants 
to educational and other institutions con¬ 
stitute almost 94 and 8,5 pei cent rcspti.- 
Iivcly of the total expenditure on educa¬ 
tion However, there is no clear indication 
of how much of these grants is used to 
pay salaries since detailed accounts are 
luit given foi theses items in the docu¬ 
ments Operating expenses are quite sub¬ 
stantial :n Mumhai because it runs a tew 
medical lollcties and schools 

The amount of funds that go into health 
caie ioi 1 . iti/cns. espec lally tho.se Iroiii the 
pooiei set turns is a very important con¬ 
sideration Ioi mcasuiing the quality ol 
seivicepiovidedby thecorpoiution Table 
11 gives the break-up ol the expenditure 
inciiired on health c.ire in the dilfeient 
cities As was the case with education, 
most ot the expenditure on health care 
gix's towards payment of salancs for all 
the five cities Pune is m the Inst position 
in terms of the percentage of its expen¬ 
diture It devotes to hospitals and maternity 
homes closely followed by Chennai 
('hcnnai spends a reasonable proportion 
ot the health cxpcndituie on opctating 
expenses as compared to the other cities 
Hxpenses on preventis e care lor Ahmeda- 
bad and Bangalom show up as 0 per cent 
because all the expenditure under this head 
giKs towaids payment of salaries 

The expenditure that is incurred by the 
corporations on paying salanes to their 
employees makes up a large chunk of the 
total cxpendiluie. Whether these expen¬ 
ditures arc hacked up by expenditure on 
supplies for the employees to function 
efficiently, is to he examined. In many a 
case, oui study reveals that almixst ail the 
ex|)enditure under certain heads is going 
towards salanes while hardly anything is 
spent on cither equipment or supplies 
iTahle 11). 

There has been a remarkabk increase 
in the share of expenditure on salaries and 
other benefits as a proportion of total 
expenses during the six year interval in 


all the corporations. Municipal employees 
of Mumbai have benefited the most among 
the five cities lollowed by those of 
Ahmedabad and Pune. The proportion of 
expenditure on salaries incurred by 
Chennai and Bangalore corporations has 
grownatarelativcly.sIowcrrate Puneand 
Ahmcdahad have spent comparatively 
much lower proportions ol their expendi¬ 
ture on salaries than have the otiicr cities 
Chennai spends quite a laige proportion 
oi Its income on its employees while 
Bangalore spends half its expenditure on 
salanes. It is also interesting to note that 
the annual growth rate of expenditure on 
salancs is lower than that of revenue 


expenditure in Mumbai and Pune. 

The sustenance of good management of 
a city through provision of an environ¬ 
ment conducive to eomlortahlc living and 
efficient conduct of husinc.ss is dependent 
on the amount of funds that are pumped 
into development and maintenance of 
infraslructunil facilities We now exam¬ 
ines the trends in capital expenditure for 
the five cities and what heads this expen¬ 
diture IS conccntiatcd on 

Table 13 gives the trends in eapital 
expenditure ineurred by the five cities As 
can be clearly observed from the table. 
Chennai and Ahmedabad have made 
phenomenal progress in this regard 


Taw I 8 ComroMTiuN <»• AricAi Ri-vrsm F.\i>i.Nniiiiitt 119*12'll) 

(/V» ifnn 


Expenditure Head Ahmedabad 

Hangalorc 

Mumhai 

Pune 

Adininistralive expenses 

1.16 

6 1 

1 8 

7i. 

Eduialion and related expendilua* 

22 0 

so 

16 9 

19 1 

Puhlii he.ilth 

11 1 

28 7 

18 S 

7 6 

Loans/dchts 

162 

OS 

8 S 

2.S 

Ciianis and luntrihutioiis/subsidy 

no 

0 0 

IS2 

27 0 

Elcctncily expenses 

0 0 

So 

02 

0 0 

I’ublii works 

1 7 

11 S 

1 8 

1 9 

Olheis* 

11 2 

40 4' 

ISO 

.14 1 

Total 

100 

KKl 

100 

KHi 

Aio/i’s Detailed dal.i lot Chennai loi 1192-91 oi 1901 94 is not uvaikihic 

* This Item is unduly large because il inrludcs heads ol expenditure that are not comiiHin to 
other eilies 


Tsbii 9 CoMPiisnioN Ol AniiAi 

RivLNiii ExuNomiRi-(I99S-96I 

l/Vi lint) 

Expenditure Head 

Ahmcdahad 

Bangalore 

Chennai 

Mumbai 

Pune 

AdminisU alive expenses 

25 .1 

S4 

48 

1 2 

68 

Eduialion .uid lelated expenditure 

1 4 

S 2 

10 1 

1 5 

17 4 

Public health 

19 4 

28 4' 

16 4' 

22 5 

77 

l.oans/dehis 

|1 8 

19 

4 0 

9 8 

1 9 

Grants and loninhuiions/subsidy 

27 9 

0- 


17 1 

12 S’ 

Klectncity expcnsi-'- 

12 

4 5 

114 

2 2 

0 

Public works 

1 2 

16 9 

14 0 

0 

1 S 

tllhcrs 

78 

IS 7^ 

19 1 

41 Si 


T Dial 

1(H) 

IIH) 

KM) 

100 

KH) 


Noif\ I Int.lu(les solid waste iiianagemeni Foi Mumhai il is ini luded in others 

2 Clives iiHinthb giants to about 15 iiislitutions and siholjiship to saiuius ■■duv.iltonai 
instiliiliiMis .Xinuunt sanclioncd per year is Rs l,09,X(X) which is given scpar.Ueb as an 
ap|K‘ndt\ in (he budget dosunien' 

I Edueiilion grants '>nly 

4 'this iteiii IS unduly large because it inLludcs heads ot cxpendiluie ihai aie noi Loinmon 
to olhei lines 


Ism I to CoMFosnioN III ExHNbniiRi on EonrAnoN (I99S-96) 

{Pet lenO 


Expcnditurc 

Ahmedabad 

Bangalore 

Chennai 

Mumhai 

Pune 

Adminisiranon 

0 69 

0 04 

4 71 

1 15 

0 

Salary and other related expendiluie 4 8.1 

96 64 

42 72 

78 07 

12 S8 

Operating expenses 

0 22 

2 5S 

0 79 

(159 

I 64 

Equipment 

0 01 

0 

S41 

1 IS 

(IS1 

Grants to puhlii insiitulions 

94 0,1 

* 

17 45 

6 97 

8Sn8 

Others 

0 19 

0 77 

87 

II 86 

0 I6 

lotal 

100 

KU) 

KH) 

KM) 

100 

Niite * The budge) hook lists IS institutions receiving giants in an appendix huf nol in the main 


document 


liconom ic and Poliucal Weekly May IS. 1999 


120.5 



sliuwtng a ^0 per cent and 24 per cent 
gn>wth respectively Pune has also given 
importance to lapital expenditure with a 
growth Idle ul IS per cent. Mumbai ha.s 
shown d gniwih oi only 3.3 per cent in 
the last couple ol years.^ In real terms 
them has been a negative growth in this 
penod Again lagging behind most of the 
othet cities, Bangaioie shows a detep- 
livcly healthy growth ot 11 pci cent In 
real terms however. Bangaioie has hatdiy 
made any real progress 'Hie gniwth rale 
t.s a low 2 pci cent Other cilics tan* far 
better m this rcgaid (liven this tact, ihe 
sad state ol roads in the city come as no 
surprise However. Bangalore has a mill' 
tiplicityol bodies perfoimingovei lapping 
functions and so IcMiking only ai tiH'capital 
expenditure inthc inunieipakorpoiation's 
budget may not give the true pictuie when 
compaied to cities sue h as Mumbai where 
the corporation carries out most intru- 
structute lelaied woik lor the city It has 
to be remembered tlierclore. that the 
compaiison here is of the municipal coi- 
porations and not the cities as a ccliole 

It IS ail interesling eveicise to .study Ihe 
eomp(>nenls ol the ca|ntal expenditure in 
terms ot how much they take up of the 
capital cx|K.‘nditurc incurred by the cor¬ 
poration ol a ciiy Dittereni c iltes have a 
ditlcreni Iikus in this legaid, as can hi' 
observed from Table 14 In Ahmedahad 
expenditure on grant.> made tor capital is 
highc.st in c oinpansoii with other c itics 
This IS in line with the state govemiiicnrs 
polity of giving priority status lo 
iniiasirueiuraldevclopmenl (Kecenlly.an 
India Toda\ survey found lli.ii infrastruc¬ 
ture IS best in Gujaiat and Malun ishtra as 
compared to oihei stales i 

In all the cities apprc'ciahle and iniieh 
required investments have gone into 
phy.sical infra.structure mostly tor con¬ 
structing road.s, bridges and Itairte man¬ 
agement Pune leads ip this regard in the 
year 1995-%closely followed by Chennai 
It IS also inlt'iesting to note that even in 
a city like New York, that is a part ot an 
advanced country with advanced infia- 
siructuralandcducaiioiial tacilitii s. capi'al 
cxpcndiliircon infrastMicliire forms49pc*i 
cent ol the capital expenditure and that on 
education takes up 20 |icr cent ot ihc total 
capital expenditure The expcndilurr on 
cleclncity (mainly on .siicet lighting) is 
highest in Muinhai 

Ail the cities that have been studied in 
this pajier are important cities in tlicir 
icspeciive stales It would iherelore be 
intcivsting to examine whether their rev¬ 
enues and expenditures have gniwn as a 
pciu'niage of that of the slate I'ables 13 
and 16 give the livnds in the .share of the 
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revenues and expenditures of the corpora¬ 
tions in then icspc'ctivc state revenues and 
expenditures All the cities with the excep¬ 
tion ot Bangalore have .shown a propor- 
tionaa' growth in their share In the ca.se 
ol Bangalore Ixiih revenue and expendt- 
tuie have declined as a percentage of the 
slate's ligums This is an alarming trend 

As can he noted from Table 16. expen¬ 
diture in all the cities has increased as a 
propoition ot tlic rcspcciive state expen- 
dilurc* over a pciiod of three years as was 
the case with revenue.s. Bangalore again 
IS an exception with expenses by the 
coquiration bc'coming a smaller propor¬ 
tion oi the slate expenditure than it was 
III 1992-93 It IS certainly a matter for 
eoneem (ha: lor a city that is giowing 
phenomenally, as compared to othcrcitics 
in the stale, the corporation is spending 
a lower p'opoition than it was spending 
a few ycais ago 

It dilleienees in population si/.c.sand the 
city si/es are taken into account and the 


per capita expenditure computed for each 
city, as has been done in Table I7,acleaier 
picture of the local government’s inad¬ 
equacies emerges. Data for 1991-92 has 
bran used since data on population is 
available only for 1991, U.sc of projected 
values was not tound to be suitidilc. The 
analysis of per ciqiita expenditure for the 
live cities shows that Mumbai and 
Ahmedabad spend the mosl on each of 
their citizens than do other cities Chennai 
performs the worst in this regard with 
Bangalore doing marginally better 
A similar analysis of per capita capital 
expenditure in Table 18 shows Chennai 
to be leading with Pune following closely 
behind Ahmedabad is not far behind but 
Bangalore yet again .s|iendv the least on 
capital expenditure for each citizen A 
quick glance at the per capita revenues for 
the cities reveals that Mumbai and 
.Mimedabad generate more revenue per 
capita than do the othet cities (table noi 
given here) This is probably a pointer to 


Tmiic 11 CoMrusKUHs OI F.vnNiMii'Ki- ON Hi m hi 11993-96) 

l/Vv lent I 


hvpcnJitiin- 

Ahmedahad Bangaioie ("hcnnai 

Miiinhai 

Pune 

Adiiiiiiislialion 

1 66 

0 23 

0 63 

S 6« 

1 7 

.t.ilary nn.l kiIi'm hcncfits 

32 .16 

XO 63 

63 1 

61 68 

71 0 

Opci.iiing cvpi-niliiuie 

6 03 

<1 

17 07 

4 36 

4 1 

r.quipiik III 

0 9.3 

0 K3 

0 IS 

4 66 

0 9 

Hicventive till 

!) 

0 

.3 03 

6 30 

2 5 

Hospital t/rlmii v 

3 03 

1 12 

9 6 

4 42 

132 

Oihvi s 

3.3 94 

17 17 

6 4 

1? 7 

6 5 

1 olal 

KKMKi KKUHl UM)0(> 

100 00 

MH)IK) 

'1 MU 1 1 Itl MIS IN .SaI AR> E'.XPI NlliniHI AS FiRI 1 NIAia f» 

Toiai Exit noimiri- (1993-96) 

Yeats 

Ahmedabad Bangalore 

('hennai 

Mumbai 

Pune 

|9h9 90 

33 4 

43 7 

- 


32 38 

1990 'll 

34 0? 

41 22 

- 


33 32 

|99|-‘C 

27 61 

33 04 

- 


43 10 

1992-9 1 

12 6 

33 49 

. 

32 2 

33 68 

1991 9-1 

22 22 

31 02 

61 7.3 

32 1.3 

35 97 

1994 93 

46 62 

3X 77 

62 2 

37 38 

30 49 

1993 96 

42 11 

30 IX 

6.3 32 

S3 77 

34 49 

Anniijf giiiwdi 'alt (AGK) (per vent) 16 

13 

13 

18 

16 

Af!R in real leiins (per cent) 

6 

3 

3 

8 

45 

Tahii 13 Trcnos IN ('amtal ExnjmiicRi 








{Rs 1 roil 

Years 

Ahmedahad 

Bangalore# 

Chennai 

Mumbai* 

Pune 

l9«o 90 

na 

18 02 

- 

- 

14 87 

1990-91 

1X39 

13 78 


. 

10 62 

1991-92 

Zl 60 

1.3 93 

- 


21 58 

1992 93 

22 4X 

1291 

42 34 

- 

31 II 

|99t 94 

19 63 

16.32 

99 30 

1.33 4 

35 92 

1994 93 

27 48 

20 48 

118.19 

IIS 11 

32 28 

1993 % 

(i6 33 

36 59 

9.3 83 

144.5 

39 38 

Annual growth rale (AGR) (per Tnl) 24 

II 

30.3 

.3 3 

13 

AGK in real icrnis (per cent) 

14 

2 

19 7 

-5 5 

6 


Niilef * .Since data is not available for sulTicieM number of years we cannot draw any concluslo^^ 
ahoul Mumbai 


# Bangalore does not give accouniv for capital expenditure separately, these figuics haw 
been arrived ol by picking iiemv of expenditure dial eonstilute capital expenditure 
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the other cities that they need to streamline 
theirresource mobiiisaiitm methods if they 
wish to make themselves comparable to 
these two cities. 

IV 

Conclusions and Recommendations 

Tins comparative analysis oi the mu¬ 
nicipal budgets of five large Indian cities 
shows that their revenues have not kept 
pace with the growth of these cities in 
recent years. Nevcrthcles.s, it is signiHcant 
that somecitiesfAhmcdabad and Chennai), 
have done a better job of augmenting their 
resources than others Some have planned 
and managed the resi>urccs available to 
them better than others It is reasonable 
to conclude that while, in general, re- 
source con.straints do limit the extent and 
quality oi the servicc.s delivered by these 
iitics. there is scope lor both generating 
more re.sources and for using them more 
eifectively and ciricicntly through im¬ 
proved planning, supervision and man¬ 
agement. The variability among the five 
cities in these respects is a striking finding 
ol the .study 

The burst of capital investment in 
Chennai and Ahmedabad in lecent years 
showing a growth of over 14 pci cent in 
rc.il lei ins emphasise.s the tmpt>rlancc ot 
investment in inliastnicture deveiopment 
tor the developineiii ol a city. The corpo¬ 
ration ot Bangalore, having shown a veiy 
small 2 pci cent giowth in capital invcsi- 
incnt in real terms, h.is a lesson to learn 
Irom these two cities. As mentioned ear¬ 
lier. tlie city authorities have either not 
unlicipalcd the requirements oi the bur¬ 
geoning city or have tailed in the effort 
lo cope with the city's growth, the cor- 
{Miration has lo make conceited et forts 
toward generating resources to finance 
capital expenditure so as u> provide ad¬ 
equate intra.structure to citi/cns As has 
also been shown in the study on small 
industries conducted by PAC, even small 
entrepreneurs consider Ahmedabad to have 
provided better inlra.structurc than has 
Bangalore. Unless the inlrastructurc of the 
sily is conducive to the .setting up and 
running of industnes. Bangalore will lose 
out in the race to attract investnient. 

The heavy dependence shown by all the 
cities on one or the other of resources 
indicates a lack of diversity in resource 
inobili.sation. While to an extent the 
western cities are in a stronger position 
with a major part of their income coming 
Irom their own resources, the southern 
cities* dependence on grants or shares in 
taxes is a cause for concern The tact that 
the western cities have the advantage ot 
having octroi as one of their sources of 


revenue, makes a case for either 
reintroduction of octroi or an increase in 
the compensation given, as the case may 
be [Gopakumar 199X1.'*’ However, it 
would be wiser for the corporation of 
Bangalore to reduce its dependence on the 
higlier levels of government by not only 
lobbying for allocation of taxation av¬ 
enues like restoration of professional tax 
tor example as suggc.sted by the Com¬ 
mittee on Urban Management of Banga¬ 
lore City 1997. but also to took toward 
identifying other diverse sources of rev¬ 
enue such as levying user charges for 
facilities provided by them such as park¬ 
ing, garbage removal, etc Also, as is being 
done in other cities, ihe corporation .should 
levy property tax on properties owned by 
the central and the state governments to 
augment its resources It is also possible 
that a reduction in tax rates may bring 
about an increase in collections as has 
happened in the city ol New York in the 
last couple of years'' 

Across cities, the outflow of a large 
proportion of expenditure towards sala- 
nes IS not a distuihing trend in iksclf 
However, when adequate funds arc not 


provided for supplies, the productivity of 
cmployeescannot be optimum. The corprv- 
ations therefore need to baiance the ^lo¬ 
cation of resources to both these require¬ 
ments. A review of the allocation mecha¬ 
nism IS called for. Contracting out of woric 
such as garbage clearance and road main¬ 
tenance on a larger scale can probably be 
considered as an option to ensure clficicnt 
u.se of resources To help streamline costs 
and ensure efficient use of capabilities, 
loint ventures could be taken up with the 
corporate sector or ci(i/en groups as is 
already being done on a small scale. 

Tile priKess of atnving at estimates - 
whether it be for the revenues expected 
to be collected or the expenditures to be 
incurred - .seems to be unitormiy arbitrary 
across all cities. The gaps between esu- 
mated and actual figuies arc large and 
there is no tendency toward a conver¬ 
gence This !<• more so in Bangalore. It is 
imperative that planning and estimation 
procedures are streamlined and competent 
external help .sought it nuce.ssary for the 
purpose. 

The compari.son of the presentation of 
the budget documents ot the five cities 


1 MiiL 14 CoMnjsinoN ni Camiai kxMNDncRF (I99.S %) 

iPft lent) 


Head:, nf Expcndiluic 

Ahmedabad Bangalore 

Chennai 

Pune 

Roads, bodges and tralfic nigmf 28 8 


45 9 

55 0 

60 5 

Plants/lools maihiiiciy/rumiluic 1 8 


1 5 

0 

0 2 

Grants 


55 0 


0 

0 

0 

Hospital s/healih 

0 


i 0 

0 2 

4 5 

Education 


0 


03 

0 3 

34 

Electricity 


1 9 


5 9 

186 

12 5 

Capital Expenditure Irom loans 


20 2 

0 0 

0 

Others 


12 5 


25 2 

25 9 

18 9 

Total 


100 


100 

too 

too 

Note .Since dciailcd data is not available fur heads under capital expenditure, in Mumbai, it is not 

included in the table 







TABifc 15 Crrv Rcvcnufs as a Share or Stati Reveniu's 








(R\ irme) 

City 


1992-95 



1995 96 


Stale Revenues City Revenues 

Per Cent 

Slate Revenue* 

Cil> Revenues 

Pet Cent 

Ahnieilahad 

5911 

198 9 

54 

8088 

5.54 8 

44 

Bangalore 

S4:2 

144 5 

27 

9125 

182 7 

20 

Chennai 

7016 

1.5.t3 

I 9 

8985 

215 9 

24 

Mui.ibai 

10818 

911 .t 

84 

1.5388 

1.564 5 

10 8 

Pune 

10818 

107 8 

1 0 

1.5.588 

189 7 

1 2 


Tabu 16 

Cm Execndouri as a Share oi .Stah Expi ndituke 








[Rtirnre) 

City 


1992-95 



1995-96 



Slate 

City 

Per Cent 

.State 

City 

Per Cent 


Expenditure 

Expenditure 


Expenditure 

Expenditure 


Ahmedabad 

6211 

199 8 

52 

8195 

294 9 

56 

Bangalore 

5592 

120 5 

2 2 

9094 

150 7 

1 4 

Chennai 

8545 

107 7 

15 

I(K)6I 

158 9 

1 (1 

Mumbai 

11547 

1005 6 

87 

16766 

1559 3 

9 5 

Pune 

11.547 

127 8 

1 1 

167ofi 

262 9 

1 6 
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based on certain entena such as ease of 
understanding, comprehensiveness, and 
iransparency. shows that the documents 
of Mumbai and Pune are the best, fol¬ 
lowed by Ahmedabad and Chennai. Ban¬ 
galore budgets, on the other hand, lack 
attention to detail The absence ol delin¬ 
eation between a capital and a revenue 
account is a glaring omission that none 
ot the other cities are guilty of For a 
citizen It may be suflicient it details arc 
given in the book tor him to know what 
the corporation is doing for him. hut from 
a policy analyst's point ot view, the Kick 
of uniformity in presentation acniss cities 
presents certain dilficulties in analysis 
Therefore, it would lie convenient not 
only for researchers and citi/cns that 
budgets be comparable but also foi mu¬ 
nicipal corporations so as to assist them 
in the evaluation of Ihcir pcrtoimancc 
relative to other cities. 

The creation of ward committees on a 
larger scale than ha.s been done so far in 
compliance with the 74th constitutional 
amendment and their involvement in the 
monilonng oi budgetary planning pro¬ 
cess. would not only en.surc equitable 
allocation of resources but aKso lead to a 
match between the fas ilities provided by 
the coiporation and the citizen's needs In 
this context. BCC can follow the example 
of the participatory budgeting process 
being used in Porto Alegre in Bia/il 
wherein citizens participate in decisions 
related to mobilisation oi resources and 
to .setting pnoniies foi expenditure [lor 
details see Puhltc E\f 1W] 

As has also been rcLoninicnded by the 
Committee on Urban Management oi 


TAai> 17 Per Capha Riypncf Exh-noiti'iu in 
K iinis(l<IV|.42) 


City Per Capita Revenue Bxpenditiire 


Nominal 

TteSl 

Vhmedabad 

527 9 

288 9 

Bangalore 

2518 

138 9 

Chennai 

198 7 

108 7 

Mumbai 

642 7 

351 8 

Pune 

487 5 

261) 8 

Note Per Capua tigure.s are ha.sed on Census 

1991 



TariI' 18 

Pia ('AMrA Cahtai F.xnNuiiiiKi 


(l9‘)l-')2) 


Ciiy 

Per Caiiita < 'apital Expenditure 


Noiiiinai 

Real 

Ahmedabad 

65 2 

35 7 

Bangalore 

38 6 

21 1 

Chennai 

86 5 

47 4 

Mumb.i 

107 2 

.58 8 

Pune 

78 1 

42 7 


Note Per Capita figures arc based on ('ensus 
IWI 


Bangalore City. 1997, the state govern¬ 
ment should provide more financial as 
well as administrative autonomy to the 
local authorities to facilitate efTicicnt 
management of the city. Also, the steady¬ 
ing lactor ot reasonably long tenure of 
officials and elected mayors would assure 
greater stability and therefore guarantee 
attention to pmper management of the 
city 

The finding that Bangalore’s municipal 
revenue and expenditure have remained 
alinu.st stagnant tor the past six years calls 
for a seiious review of the budgetary 
planning and control systems. Not only 
do additional sources of revenue have to 
he idcnlitled, increased efriciency in the 
collection system from existing sources is 
also required I'hc resource mobilisation 
has to he adequate to provide quality 
services to citizens as well as provide lAr 
efficient infrastructure. 

Sinci Bangalore, as noted above, lags 
bt'hind othci cities in most dimcasions of 
levcnuc and expenditure management, 
thcic IS an uigent need for the Bangalore 
city corporation to systematically reform 
Its budgetary planning and control prac¬ 
tices Measures such as modernisation, 
computerisation of information systems, 
setting up goals and ensunng accountabil¬ 
ity in expenditure, improving its rc.source 
mobilisation would all leadtothecflicienl 
pnivision of adequate and good quality 
CIVIC seiviics lo its citizens. It is after all 
in flic iiitcrcsl of both the citizens and the 
city, administrators that Bangalore does 
not lose out on opportunities for growth 
due to mismanagement of the city’s fi¬ 
nances 

Notes 

[We wish lo expirss our sincere gratitude lo 
Samuel Paul. i.haii man, Pubhu AHaus Centre, fui 
uveratl guid.inie and criiieal inputs and 
suggcsiiims We also convey ooi special thanks 
lo Lollcugucs K (iopakuinar and S Manjunath tor 
their valuable (.omments and encouragcmenl | 

1 I’ublii Affairs Centre (PAD hxs conducted 
report laid studies in seven eilics m India lo 
gel lcc<lh'ii.k from ciiirens on Ihc quality of 
public sciviLcs These repon cord studies 
have been sonducted in the cities of 
Ahiiicdabad, Hangaloie, Calcutta, Chennai. 
Delhi, Miiiiibai and Pune [Paul 1995. Paul 
and Sita .S klw 1997a] 

2 An earliei study - [Paul and Stla ."iekhar 
1997b), oi the muniapal budgets of Bangalore 
has provided a set of interesting findings on 
Ihe financial health of that city Tlial study 
seemed lo Lorroborate Ihe findings ol an 
carliei study conducied by PAC on the 
perception of the citizens on Ihe quality of 
public services in Bangalore It is with ihc 
purpose of making an assessment of where 
the city ol Bangalore stands in comparison 


with other cities ui Imfia that the imaeat study 
of the municipid budgets of the city cor- 
purations of Ahmedabad, Bangalore, Chennai, 
Mumbni and Pune has been corned out 
Nominal terms refers to actual figures while 
real terms refers to figures adjusted fat pnoe 
changes We have used whole^pnce indices 
for deflating 

4 The formula used is Annual Growth Rate 
s( Latest figure/oldest figure)*(l/ao ol 
years) ' 

5 This analysis IS hosed on figures forestiinates, 
revised estiinaies and actual amounts for each 
cily tor each year covered in this study For 
details refer budget documents of the diftcrent 
cities for each year 

6 It IS interesting to note that Ahmedabad, which 
IS smaller than Bangalore m Icnns of size as 
well us of population, has a larger expenditure 
than that of Bangalore ,9u is the case with 
Pune, which though around the same in lenas 
of SI7C IS smaller in population 

7 Refer budget documents for Ihe relevant years 
foi all sines for details oi estlmats^s. revised 
esliinales and actual figures ol revenue and 
expenditure 

8 .Sinic ditturem cities have different styles of 
classificjiion ol expenditure heads, wc have 
reclassified the heads to derive common heads 
acmss ciUes 

9 Mumbai being an old city which is nut growing 
al as fast a late as the other cities, there has 
pnibabiy been sufficient investment in the 
past III this area and hence the lower gniwth 
in recent ycais However, since data is 
available for only Ihe past thice years 
cons fusions r annul he drawn without 
additional inforiiiation 

II) Imciestingly while Bangalore receives ahuui 
U per ceni ol its revenue us compcnsalioD 
for ocirui. there is mi such coiiipensalion 
available lo Chennai it is to he noted that 
Ihc state govcminent ol Karnataka collects 
vast sums tlirotigh entry lax but passes on a 
very small poition of ii to the corporation ot 
Biingalore 

11 Tlic New York rity budget is available on the 
inh-met and these details ore token from tbal 
document 
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Declining Production Conditions of Raw Wool 

Analysis of Emerging Conflicts in Sheep Husbandry in Rajasthan 

Sunil Ray 

While the requirement of raw wool for the carpet and other industries is increasing, it is questionable whether 
wool production by the sheep husbandry subsector will he able to keep pace with the demand This paper examines 
the production cqnditions of raw wool in Rajasthan, the largest producing state, particularly with teference 
to the shrinkage and degradation of grazing lands 


DURING 1992-93,oflhetotalrequireineiit 
of raw wool of 34 million kg in manu¬ 
facturing hand-knotted carpets, 20 million 
kg was available from local sources and 
the rest was imported from abroad [IWS 
1994J The requirement of raw wool in the 
carpet industry is estimated to mcieasc by 
the turn of the century by 62 million kg, 
of which 42 million kg is expected to be 
met by local wool | Warner 1992]. It means 
that by the turn of the century, the couniiy 
has to produce 22 mi llion kg of clean local 
wool over and above the present level ol 
production in order to meet the estimated 
requirement. However, if local wool which 
IS also used to manufacturc woollen goods 
other than hand-knotted caipets is taken 
into consideration, it appears the sheep 
husbandry subsector has to produce more 
wool than even the estimated level ot 
prcxluction The question is whether this 
subsector is copahloof ineeUng the increas¬ 
ing demand foi w(X)l Or, is it capable of 
meeting the demand even at the excsting 
rate in the years to come*’ If it fails to do 
so, how does one visuali.se the growth 
prospects of wool-based industry, especial¬ 
ly the hand-knotted carpet indu.stiy‘’ 

'Die present paper addre.s.scs these issues 
and closely looks into the production con¬ 
ditions oi' aw wool in the statcof Rajasthan, 
the largest pnxiuccr of raw wool in the 
country, drawing some inferences. 

PRODumoN Conditions 

Given the genetic characteristics of the 
breed, the st7e of the .slieep population and 
the availability of grass and grasslands are 
the immediate primary conditions for 
production of raw wihiI. The reproductive 
pcrformanceof sheep that differs according 
to the breed, habitat and management system 
associated with diverse climatic and socio¬ 
economic con.stiaints plays an important 
role In determining the population size. The 
basic reproductive performance in turn 
depends on the phytiiological mechanism, 
in which nutritional factors are important 
iiidetcrminingtheannual reproductive cycle 
of adult sheep. In respect of pastoralists the 
reproducUve performance of sheep is limited 
by not only the nutritional provision but, 
more particularly, the seasonal fluctuations 
in its availability (Doney et al 1982]. 


These apart, there arc other technical 
aspects rel^ngto physiology- but beyond 
the scope of the present study - that 
influence the reproductive performance of 
sheep and hence population size For 
instance, ‘ovulation and ova loss’, which 
govern the lambing percentage, arc 
influenced by nutntional patterns [Gun et 
al 1969; Liridsay 1976; Gumming 1977; 
Duckcrand Boyd 1977], If the nutntional 
pattern vanes across the regions, the 
lambing peroentage would also vary and 
so also the si/c of the population All these 
factors are related to the supply .side of the 
population size and therefore to the 
potential supply of raw wool to the 
proeessing sector The population si/e is 
also influenced by the desirc on the part 
of the rearers to expand or reduce the flock 
si/e Therelativeopportumty cost of .sheep 
husbandry \ is-a-visolhcr occupations play 
a crucial role in affecting this desire 

POPlil \TION DV.NAMIfS or SlII-EP 
Zonewue Analvxis 

In Ra)a.sthan there arc eight breeds ot 
sheep, ol which five are found in the and 
/one, the western pan of the state These 
include Murwan, Jaisalmen, Magra, Pugal 
and Nali The re.st of the brced.s, namely. 
Malpura and C'hokla. arc concentrated 
mainly in the scmi-arid /.one, and .Sonadi 
in the humid ot sub-humid zones of the 
eastern pan ol the state. 

The sheep population was at a maximum 
during 1983. with 134 31 lakh .sheep. The 
total population of sheep was .^3.18 lakh 
in 19Sf. which exhibited a continuous 
nsing trend until 1983. excepting 1972, 
when the population witnessed a small 
decline It declined .steeply in 1988 in all 
/ones, followed by a sign of r»;overy dunng 
1992 The immediate cause ol this fall was 
the continual drought the .state witnessed 
during the latter half of the 1980s From 
1984 to 1989 the rainfall received by the 
state was much less than average (Khan 
1993]. It IS only during 1990 that rainfall 
was normal. Due to poor rainfall, not only 
did the grazing conditions deteriorate 
leading to higher incidence of mortality, 
poor lambing rate, etc, but it mo.st likely 
exerted an adverse impact on fltKk si/.c 


which eventually reduced the population 
si7£. The effect of drought on the si/e of 
the sheep population, of course, varies 
between the zones. As one can sec in 
Table 1. the size fluctuated considerably 
dunng the last three time periods 

The penod 1977-83 saw the population 
increa.se in each zone to asignif icant extent, 
but the state witnessed a sharp decline in 
sheep population dunng 1983-88 1 n respect 
ol all breeds However, there was a 
considerable recovciy dunng 1988-92 The 
rate at which the size of the population 
increased, declined and recovered, in 
respect of each zone, varied. This vanation 
IS .shown in Table I 

Although the annual growth ot the sheep 
population was highest in the and zone 
dunng 1977-83.therateat which itdcclined 
in that zone dunng 1983-88 is more than 
for the seint-and /one The rate at which 
It recovered dunng 1988-92 is again lower 
than the rate for the sub-humid zone. The 
humid /one. witnes.smg the largc.st decline 
and the lowest recovery rate, is the worst 
of all Between the and and the semi -and 
zones, the former shows a hi^er population 
growth and a miKlcst recovery rate, with 
a slightly lower incidence of fall in 
population of sheep 

The fluctuating tiend of growth of 
population docs not disturb the hierarchy 
of the zones from the point of vic« of the 
concentration of sheep in aKsolute terms. 
Table 2 shows that the soncentration of 
sheep population is highest in the and 
zone, with 60-66 pei cent, followed oy the 
semi-and zone with 20 to 25 per cent ol 
the total, with around 10 per cent in the 
sub-humid and 5 per cent m the humid 
zones The zonal potential oi raw wool 
production vanes accordingly However, 
what matters significantly is the quality 

TaBIL t ZoNIWlSrPl-lirillATIONSINGROttlll 
RaTC 0|- .SlirFP POPl'IJITION 


Zones 

Rise 

Uerlinc 
1481 88 

Recovers' 
1988 42 

And 

•14 to 

-SST 

■14 14 

Semi-and 

1881 

- S 48 

-1 T 72 

Sub-huinid 

■14 28 

- 6 

■f 4.S6 

Humid 

1 7 20 

7 76 

+ 1 21 


Soul e e CompulalKin bused on data Lollecled 
Iroiii livestock census, vanous issues 
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ol the wool, which vjincs, by and large, 
jccoiding to the genetic characten.stiCN ol 
the breed Hence, a bicedwise analysis oi 
population dynamics could indicate the 
potent lal lorraw wi kiI pnxluction that exists 
m tile stale in terms oi quality 

Breedwise Amhwis 

It may be appiupnate to estimate tlte 
population of each brml and its giowth ovei 
Uic last four dec.idcs Since the gens'iit 
characteristics of the hanxls aie (lilfcn.'ni 
fioni each oilier, the quality and quantity oi 
w(K)l each produces differ llte estimation 
of tiK' population of each hnxd and its gmwth 
bears considerable sigiiificaiuc, because it 
could finally iiKlKate the gmwth (Kitenti.il 
of tile wool bcLscd industry iii the stale 
Based on ihc hicedwisc pcicentage 
distnbutioii ol the population across the 
di.stncts ami /ones, .is is done at CAZRI 
(.Sen ct al I4SI |, the population of each 
breed along wifli its giowth is e.stimatcd 
foi each peiiod since I9.S] and shown in 
Table ^ It is as.sumed that the paltcMii of 
zonal disiiihution of the breeds and their 
I espec tive home tiacts have nut undei gone 
any significant .indnoliccablechangeovci 
the years Ahmgihcboidersoleachdistiicl 
Ol duiing migration, die chance of mating, 
in some cases, between diffeicnt breeds 
IS unavoidable ' 'I his results in loss of 
ongmalgenelic ulenlity Theieproduction 
ol sheep in this piocess constiiulcs only 
a marginal segiiH'nt of llie total population 
Table 3 shows dial the population ol 
Matwari bleed in westein Kapisthan and 
that of Maipur.i ami Soiiadi biecds in eas- 
Ict n Katasdiaii coiiirihiiic die maximum lo 
the total popiilalion ol sheep I'lie po|)uia 
tion of the test ol I he bieeds is c ■ imparati vely 
much less in all Ihc years under study Fhe 
population ol almost all the bicvd'.exlnhils 
a .steep use in l‘)8t, lollowed hy a sleep 
decline in die subsequent yeuis 
The otherohsci vatioiis that can he made 
tiom Table ^ aic as follows 
(I) The extent lo winch the population 
ol each htced could gmw in the eaily 
1950s has luriicd out to be less giaclual 
in the lollowing yc.irs Howevci, the 
Malpiiia breed is an exception. Its giowth 
rate was as low as 0 79 per cent duiing 
1951 -56 but wiiiiessed an increase to Ihi 
tune ot II 18 |Ki cent dining 1977-8 ' 
(U) Uiiiiiu' the List 4! year', the sheep 
population witnessed the largest tail in its 
grow'ih,atthc*r.ileol 5 89percent annually, 
during l‘)8V88 

nil) Although the lotal population ot 
sheep increased by 5 26 pi-i cent duiing 
1988-92. tin populations of Nali and 
iuisahneii breeds appear u. conttiii.c a 
neg.ative gmwth iieml 
tiv) The annual gi<)wth lale ol iik 
population IS nuxinuim le>r the last lour 


decades: Magra (.3.34 per cent), followed 
by Pugal (3 25 percent), Chokia (2 71 per 
cent) and Nali (2.19 per cent). It presents 
an interesting situation, in that all these 
tourhreeds, as shown inTabk‘3. constitute 
a small pea-entage of the sheep population 
in the state.but they appearto have achieved 
higher gmwth rates as compared to the 
giowth ot population of the other biecds. 

The worst allected breed during 
1983 88 IS Jaisalmcn. which displayed 
a negative population gmwth rate to the 
tune oi 1191 per cent. The factor which 
.seems lo have been responsible tor this is 
the seventy of dmught, which tomed the 
leaicrs to sell oil their stock ol sheep, 
eventually reducing the reproductive 
cap.u:ity ill the flock Howevci, those who 
had their own mcan.s to cope with such 
a siiuattuii wca* allcctcd less and pc*ihap> 
weic able to avert a steep reduction in ihc 
Hock size and the rcproductivity ot the 
Hock lltc survival rate for mm-migiaiory 
Hocks has heen observed lo have declineu 
sharply IKavoon I99l|, leading to 
conn action ol n(x:k size. Thea* um othci 
factors that show that even in the same 
silualion ot drought, the specific 
charucleiistics o| the locality make a 
diHereiice in the reproductive capacity ot 
the lolk, due lo the competition iK'lween 
the sherp and other livcsicx'k animals 
This gels intensified when [■eisisteni 
droughi conditions .set in (Kuvoori 19911 


All that is intended to be explained is 
the variation in the rate of reproduction of 
populations of different breeds of sheep in 
different time periods, under differentzonal 
conditions. Such variations indicate the 
degree to which sheep rearers tue able to 
respond to different geo-climaticsituation.s 
- volatile grazing conditions, drought, etc. 
Apart from better management of flocks 
in a given situation, the lelativcoppoitumty 
costs ol maintaining the sheep unit at the 
household level play an important role in 
fixing Ihc limit oi the size of the flock. The 
comparatively higher annual growth of 
populations of Magra. Pugal. Chokia and 
Jaisalmcn dunng 1951-92 could explain 
this situation belter The quality of raw wool 
pioduced by the.se four breeds is compara¬ 
tively belter than that ol Ihc other breeds 
and Ictchcs a better pnee This might be 
an important iactor leading to increase in 
the population gri'wth ul these breeds. 

However, inoic important is the avail- 
ahi Illy ot grj.ss and its regenerative capacity, 
lor It IS grassland that finally sustains the 
population and incrca.scs the level ot wool 
output The problem begins only when 
grass and grassland fail to sustain the 
population, cithci due lo population in¬ 
crease to a level beyond what can be sus¬ 
tained, Ol due lodetcnoiation in lhcgta/.ing 
conditions, or both In any case. law wixrl 
production is adversely allected It is in 
this context that common grazing land and 
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Sourn- .SuiiKils Table I 


' Bkiidwisi Si'irePdiiiiAiKiNAMtANNiiAi CcmkiundGkuwiiiKails 
(INP fRI TNIAfil ), 1951-92 

iPnimluiion in lakh \i 



|9>i 

1956 

19lit 

I9nh 

1972 

1977 

1985 

1988 

1992 

Mai wan 

' TtTw” 

51 4.5 

' 27 55~ 

"”5h2T 

~55‘5<r 


.55 40 

40 26 

57 99 



(6 57) 

5- 2 62) 

(5 (.71 

(-1. 45) 

(4 27) 

(4 17) 

(-.5 49) 

(9 .^5) 

JalsallllCli 

2 2(1 

5 95 

4 67 

591 

5 17 

6 78 

8 76 

4 84 

5 85 



lit 81) 

(5 41) 

14 82) 

1-10 05) 

(16 72) 

(5 25) ( 

-tl 19) 

(-5 68) 

Magra 

' 7! 

5 5/ 

5 |7 

5 95 

5 17 

5 77 

7 97 

6(K) 

6 86 


114 95) 

( 2 55i 

14 5(), 

1 5(j()) 

(12 7.5) 

(6 67) 

(-5.52) 

(5 41) 

I'ugal 

0'#2 

1 75 

1 S7 

1 94 

1 -t6 

2 90 

5 95 

5 (XI 

.5 47 


(l495> 

5 2 55) 

(4 50) 

(-5 60) 

(12 75) 

(6 67) 

(-5 .52) 

(571) 

N 'll 

5 1 

7 6's 

/4K 

8 10 

3 29 

87! 
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It 47 

11 26 



(8 2.5) 

1 0 401 

(1 58) 

(0 42) 

1099) 

(10 25) 

(-4 19) 

(-046) 

Chokia 

1 74 

5 48 

5 25 

5‘J6 

4 97 

4 47 

6 46 

4 68 

112 



114 94) 

( 1 54) 

(4 16) 

(5 95) 

(-2 18) 

(7 68) 

(-6 27) 

(2 57) 

Maipiii 1 

8 59 

8 74 

to 51 

10 25 

II to 

9 84 

16 72 

12 52 

13 94 


(0 79) 

( 5 58) 

(1 761 

(• 0 22) 

(-2 .56) 

(It 18) 

(~5 65) 

(2 72) 

Sonadi 

9 85 

15 12 

15 12 

16 56 

17 65 

17 29 

22 84 

16 55 

19 20 
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it 84) 

(1 40) 

(-0 38) 
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(-6 42) 
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5 5 17 
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Null \ I r'i)!dies wiihiii bra.kcis diow aniiiial cdinpuuiid giowlli rates (in percentage) 

2 Pigui .s wiihuut biackci > show il.c populatiu! of sheep (in lakhsi 
Snun (■ Coni|iutaiions baser! an 'Slncp in Rajasihan’. CAZRI Monograph No 14, September 1981 
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iu condition assume great importance as 
the primary condition for raw wool 
productinn 

Common Grazino Land 

The backward linkage of raw wool 
production is associated with common 
grazing land since it provides the mam 
input for maintaining the good health of 
sheep and higher yield of wool Of course, 
there are other inputs such as flock manage¬ 
ment, in terms ol timely mating, care ot 
ram, lambs and pregnant ewes, feeding 
and wateiing, judicious .selection of 
breeding stock, time ot grazing in .summer 
and winter, and bolter health care 
management [Taneja 1974] 

Since the uaditional system of manage- 
mcnl IS prcdominani in Rajasthan in 
managing sheep flocks, in the event of 
increasing population of sheep, manage¬ 
ment ot common pa.stiire land has a direct 
bearing on raw wool production The 
management ol pitsture land has turned 
oul to be extremely crucial at the present 
luncturc. since it is inllicted with two 
parallel problems On the one hand, dc- 
giudationof the land is gradually becoming 
a permanent crisis in ilock management, 
on the other, encroachment on common 
grazing land by private individuals, 
especially tot agricultural operations has 
been posing a constant thieat to small 
ruminants like sheep The widespread 
incidence ot degradation ol pasture land 
in Rajasthan [Gupta and .Saxena 1971, 
Sliankaranarayan 1977) has led to de.serti- 
I icution to an alarming extent [Dhir 19881 

Production of gta/eable bio-mass has 
declined considerably to one-halt or one 
third of that possible undcr-raiional 
management of the land, as a result, the 
continuous loss ot vegetation cover has led 
to increased surface instability and pemr 
regeneration of grass [Dhir 199.11. The 
problem is lurtlieraggi avated by more and 
more land hcingbioughtundcrcultivation 
The net sown area, even in Jaisalmer. the 
driest distiict, shows an increase troni 
11,000 ha in 19SI-S2 to 23.0<K) ha in 
1987-88. During 1951-52 to 1961-62. 
grazing land declined by about 15 8 per 
cent, whereas grazing animals increu.sed 
by 53 2 per c-ent during the sime period 
The net sown area also increased by 49.5 
per cent durmg the same penod (Jodlia 
1966]. The increasing trend in net sown 
area continued in the following years also 
except (or 1987-88. when it appeals to 
have dectined steeply This is shown in 
Tabic 4, which shows the land-u.se pattern 
ot the state from 1969 to 1991. 

Land-use Pattern 

In columns 2,3. and 4 of Table 4, five- 
year averages ol three time periods. 


1969-70 to 1973-74,1976-77 to 1981-82 
and 1982-83 to 1986-87, have been esu- 
mated and shown The land-use pattern of 
the individual years from 1987-88 on¬ 
wards are shown in the rest of the columns 
One of the noticeable trends in Table 4 
is that barren and uncultivable land has 
gone down steeply from 13.69 per cent of 
the total reporting area in 1969-70 and 
l973-74to8 15 per cent during 1991 The 
net area sown shows some fluctuations 
over the years, but its relative increase is 
evident. It was around 43 per cent during 
the 1970s and the early 1980s but in the 
lollowing years except 1987-88, when it 
declined steeply due to unprecedented 
drought conditions, it incrcos^ to around 


48 per cent dunng 1991. The land under 
forest and lor non-agricultural purposes 
exhibits an increa.se. although tt is not 
significant The land under permanent 
pasture remains unchanged, but the cul- 
turahlc waste, which is also u.sed for gtazing 
[Sen et al 19811, appcais to have declined 
over the years. As regards permanent 
pasture land, although the data show that 
It has almost remained uiu. hanged, no 
attempt has been made so tar to determine 
how much ol it has been encroached upon 
illegally and hence, how much is actually 
Icti to be called permanent pasture 
While, on the one hand more land is 
gradually being brought under cultivation, 
the livcsUKk population, on the tuhei. is on 
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(5 10) 
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14872 

1.1011 
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Ntite Rigun's in biaikcrs aic Ihe pencnt.sgi* ol ihi- rcpoiling area 
Si'ane Siaiiuiial 4/>MnirMvaiious issues) CioM'inincniuf Kaiasihan 


Tabu S Rrsisivsi (ii .Shu p Ri ahi ri on Nt ii>i n( i <ii Rni koai iimi-ni on Comshin (ika/inu Land 


Villages 

(I)lStllClS) 

Encioachiiieni 

torriiUivaiiun 

Lnirniuhiiicni 
toi Other tlian 
Culiiv.ition 

No 

Bntioachniem 

Any Other, such 
.IS Oovernmem 
Allolmcni for 
AgncuUure 

Marwan (Jodhpur) 

Bhavi 

10 

- 

- 

- 

Bap 

9 

1 

- 

- 

Jaisalincn (Jaisalnici) 

Chacha/Odaniya 

.Salkha 

1 

4 

9 

1 

Malpura (Jaiput) 

Mohunpura 

7 

- 

1 

- 

Mundola 

8 

2 

- 


< holda(Silc.u) 

niuid 

6 

1 

1 


Mandela 

- 

(0 

- 

- 

Nil) (Uangunagai) 

Rajpura pipiun 

10 


- 

* 

Haidaswjti 

10 

- 

- 

- 

.Sonadi (Udaipui) 

Nai 

3 


- 

- 

.Soinayalvilaih 

- 

7 

4 

6 

M.igralBikanei) 

Madh. Knthdi 
•Shobasor 

IU 

10 




Pugal (Bili,'iner) 

Pugal 

7 

- 

1 

1 

Danlur 

7 

1 

- 


loiai no ol respondents 

100 

28 

18 

12 
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tlk‘ inca*a&c It has increased fruiii 388.7K 
lakh in 1972 lo 4%.S0 lakh in 1983, but 
declined in 1988 lo 4(W 17 lakh Even this 
IS much higher than what it was in 1972 
(Government ol Rajasthan t994| It has 
considerably reduced the availability of land 
pel animal, leaving aside the existing 
condition of grazing (Smghvi 1993, Sen el 
al 19811.' Apart from the declining 
availability of grazing aiea protein trom tlic 
available torage and grass appears to have 
been falling gradually It is estimated that 
a 10 per cent protein level in the daily ration 
IS essential to optimise wool pniduction 
(Government ol India 19761 Thcpniblem 
which is getting intensihed is that ol pasture 
and grazing land, which u.sed to provide an 
optimum nutntii mal level by virtue ol hav mg 
a mixed typt* ol herbage containing both 
legununousandnon-lcgununousiorageaiid 
glasses, no longer providing such an 
optimum level ol niilnlion [Singh 1992) 
Even il It IS asailable in some pa.sture.s, the 
piessurc due to incn'asmg competition is .so 
high (Maulkk and Hanharan I986( that the 
per i.ipita av,iilahilily tails much short of 
the optiinuin lequimment 

The itu teasing competition among 
livestock animals seems to have been 
aggravated by the phenomenal use in 
human population, uliidi has hiought 
about an expansion and intciisilication ol 
(aiming on ilie one hand, and an incieasitig 
livestock population on the other (Dim 
199't ( The msleuv* in luim,in population, 
c oiipled with the new souk es ol irrigation 
((ioveinmentot India I989).espi*ciallvm 
Meslein Rajastlian wliete lanal icrigalion 
has bi-en introdiised. appeals lo have 
KMiised the lelative oppoiiumty cost ot 
loodgiaiii piodu^lion. Ic.uling to the 
iiitensiticationol i.om|S'titioii lot land lot 
toodgrain and wimiI and meal pioduction 
(joint piodiict) III other winds, it is a 
einnpelition between llic demand tor land 
toi theproduction of (oodgiainstoleedthc 
lm..ian population, and lot the natural 
piovluclion ol glass to feed animals, 
including sheep Since the tendency to 
bnng mote .md iiioa- land undereulti vation 
ts ineieasing, sheep husbandry by rural 
households might shimk if the geneiation 
ol value ailded fiom sheep reanng does 
not riseal a competitive rale with relei cnee 
loagricuUure Agiicultiiral progiess in the 
Rajasthan context, and more so in the 
context ol western Kajasthan, is indispen¬ 
sable But in view ot the increasing thrcat 
Ills posing to sheep husbandry, the gi adual 
dcclmeof theseo|ie tor raw wixil pnxiuciion 
in the '.t:ite cannot be ruled out 

I'.nckoac iimini 

E.neioachment on common grazing land 
by fanners for cultivation is ,>nolhcr trend 
which Cannot be lelt unnoticed Hus 
unintcrri'ptcd trend does not see.n to have 


been nlported and hence goes unnoticed 
by the government The result is constant 
shrinkage ot common grazing land, and 
no official record ot it is avaii^ie. During 
out survey in rural areas, enqutnes were 
made as to whether encroachment on 
comnum grazing land had taken place or 
not, who the encroachers were and why 
such encroachment had taken place. 
Villagewise lesponses of the sample 
respondents are presented in Table S. 

Ol the total 160 respondents, 1.58 
expressed then views on encroachment on 
comnum grazing land As seen in Table 
5. as many as 100 complained about the 
eneioachmeni on grazing land by lamiers 
lot ugneulluial operations. Encroachment 
IS taking place wherever imgation has 
been made available through either 
gicumdw,uei exploitation or cxtcasion of 
Indira Gandhi N'ahar Panyojana (IGNP) 
This IS lopoited to have taken place in 
village I I'l Gaiiganagar distnet It is 
obseivedthatKI villagesinBikancrtehsil. 
27 111 Liiiikataiisar tehsil (Ganganagar 
distnci) and 67 m Kolayat (Bikaner distnci) 
have come undet the IGNP. As a result, 
the total 49.245 bighas of common 
glazing land in all these villages have now 
been reduced to 15,984 bighas [Patwa 
19931 

Another important trend in tliKs 
connection is that ol encroachment even 
where the IGNP is yet to be extended 
.Since ihe farmers hope that it is going to 
becxiended lo 1 heir areas in the near lutuK', 


power sub-station. In vitbige 0, where dw 
rearers raise Malpura sheep, the govern¬ 
ment has encroached upon 200 bighas of 
grazjng land and fenced ttoff foi^lhepurpose 
of developing a nursery. In a similar way. 
grazing land ha.s been fenced off by the 
forest departmeni for afforestation in 
village 1 where Sonadi sheep rearers live. 
Such enclosing is seen as an act of 
encFoachmcnt (Brara 1992]. A few have 
pointed out that grazing land has been 
disUibuted to farmers foragricuitural opera- 
tionsin viliagelof Jaisalmen sheep rearers 
Apart from this, another problem which 
IS increasingly going to be faced by the 
sheep rearers is that of the likeliho^ of 
I ree movement of flocks from their home¬ 
steads to the grazing land or outside the 
village being restricted, once agricul- 


IXBII 7 DlSIRIBUlinNOI'EXOIK anijCross 
URiai(SO .SO) Rams I98S-<D 


Year 

Cxotiv Ram 

Cross-bred 

Total 


(UK) Per Cent 

Ram (.50 



Foreign 

Per Cent 



Blood) 

Exotic 

Blood) 


A 

B 

C 

n 

I‘i8!i 8(1 

ll.S 

1200 

1.1IS 

1986 87 

220 

917 

1166 

1987 88 

140 

458 

598 

1988-89 

122 

487 

609 

1989-90 

95 

158 

451 

1990-91 

70 

402 

472 

1991 92 

126 

164 

490 

1992-91 

149 

692 

841 

Total 

IU46 

4898 

5944 


they have aircatiy begun encroaching upon 
the common glazing land. This has been 
eonfiimed by the observations made by the 
sheep fearers ot Nali breed ol village 11, 
ol Magrabreed ol villagel and Pugal breed 
>1 village I 

lineroachnient lor purposes other than 
farming is alleged to have been committed 
by the govciiiment For instance, a.s is 
rejKiiied by the ('hokla breed rearers of 
village II. the goxeniment has encroached 
on the land for a sheep development faim, 
and m vill.tge I, lor the installation of a 


I Aim fi Bkfsowise Anmiac SvFMAOi Wmn Pboihk'iionPik ShK'PIin lus) 


Bn’cd/\ e.ii 


1966 

A 

1988 

R 

1992 

C 

Difference 
between 
1966 and 1992 
D 

M.trwan 


1 36 

1 28 

1 14 

-0 22 

laisalmeii 


2.50 

1 92 

1 60 

-090 

Nall 


204 

2 15 

1 60 

-044 

Pujal 


1 82 

1 65 

1 60 

-0 22 

M.igra 


1 82 

1 78 

1.60 

-0.22 

('hokla 


1 82 

1 12 

1 .10 

-0.52 

Mdlptira 


1 02 

1 06 

1 21 

4-019 

Sonadi 


1 02 

0 96 

1.17 

4-01.5 

Average ioi all 


1 68 

1 52 

1 40 

-0.28 


Soun r Sheep and Wool departmeni, Jaipur 


Iahci 8 Esiimatcd Numbfr Ol Fiocksoi- 
Malpiir.v, Naci and Sonadi Brpfds 

Dl'RINO I9V2 



Population ol 
Sheep during 
1992 (lakhs) 

Estimated 
Number of 
Flocks 

Malpura 

1194 

27880 

Nall 

II 26 

22.520 

Sunadi 

19 20 

38400 

Total 

44 40 

88800 


Simriif Fur column A. data has been collected trom the report on 'Woollen-Based Industries in 
Kaiasthan' prepared by Kirloskai Consultants, Poona, and submitted to the Rajasthan Stale 
Indusiiial and Mineial Development Corporation, 1966, Jaipur, p 2, for column B, Sheep 
and Wool (Jepartment, Jaipur, and for C. esumates based on the data supplied by the Sheep 
and Wixil Departmeni on disinciwise wool pnxiuction per sheep have been us^ 
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turd opefdloas «rowid thp villkges 
inciease. tlw sheep tenen of hbotwari 
of village I leported that th^ have been 
undergoing such a strain. The degradation 
oi the grazing ccmditions and the uninter- 
lupced shrinkage of grazing land, due to 
cncrtMclunent seem to have been leading 
to conflicts between the sheep rearers and 
the cattle owners, in that tte latter tend 
to prevent sheep from grazing on the 
grazing lands. This is done on the pretext 
dial if sheep are allowed to graze, the rege¬ 
nerative capacity of grass would dechne. 

Hence, the issue of common grazing 
land appears to be riddled with various 
conflict situations, exerting an adverse 
impact on the sheep rearing economy of 
the state. In such circumstances, the sheep 
rearers are placed in a situation in which 
migration is an easy way out Although 
sheep migration i.s a process that cannot 
he reversed, its increasing .scale, with low 
cost cffccti vcne.s.s [Kavoon 19911, coupled 
with interstate problems and disputes 
[Bharara 1989], continues to be a matter 
of senousconcem. It means that the process 
may not he accepted by the sheep rearers 
beyond a limit, where the relative 
upportunity cost begins to increase 

It IS estiinatcd that from the western part 
of Rajasthan nearly 12 lakh sheep arc on 
permanent migration to liP, MP and 
Ciujarat (Government of Raja.sthan I <>94] 
During the drought years, migration of 
.shecpincrca.scdconsiderably However,it 
declined in the following years, maybe due 
to good rainlall all over the state. If 
migration turns out to he uneconomic, the 
tendency to turn to sedentarisation cannot 
be ruled out [Bharara 1989), but then the 
carrying capacity of the common grazing 
land will further reduced 

Raw W<k)i Prodi'ctivity 

The immediate impaa of the conflicting 
.situations menUonedidx)vecan be discerned 
in the falling productivity of sheep in 
terms of wool production This is shown 
in Table 6. Table 6 shows that except for 
Matpura and Sonadi breeds, raw wool 
pixxiuctivity per sheep has gone down to a 
large extent in respect of the rest of the 
breeds in 1992, as compared to 1966. Tlie 
table also shows that wool productivity per 
sheep of Jaisalmen breed has gone down 
steeply During 1966, the average ptxiduc- 
tivityofwoolpersheep was2.Skg. whereas 
in 1992, It is 1.6 kg - a fall of 900 grams 
of raw wool per sheep. Similarly, in respect 
of Chokla breed, productivity has fallen by 
520grams per she^. ForNalibieed, produc¬ 
tivity has fallen by 440 grams per sheep. 
Pot Marwari, Pugal and Magra, it has fallm 
by220granisper sheep in I992.ascnnipaied 
to 1966. Taking all the breeds logcthei, the 
average productivity per sheep has fallen 
by 280gramsin 1992,ascomparcdto 1966. 


ft is true that the volume of nsTwool 
production has increased over the years, 
but based on the observatiOTis made in 
Table 6, it can be said that the increase in 
the population ot sheep, rather than produ¬ 
ctivity of sheep in terms of wool, has mainly 
contributed to the increase in production of 
taw wool in the state Intheevmuof grazing 
land as well a.s gnuingconditions declining, 
what IS needed to increase wool output is 
perhaps to improve the productivity of each 
animal, i e, a higher rate of conversion ol 
grass into clean wool (Hndlay 1992], and 
not an increase in sheep population. It, 
IheretOTe, suggcststhcinb^uctionof anew 
tnanagciTKnt regime for pasture land. 

Improving pRoouenoN Conditions 

One of the major steps taken by the 
government to improve the production 
conditionsofrawwoolisthe 'hybridisation 
programme’, which is intcn^d to raise 
productivity of wool along with itsquality. 
The mam reason why the strategy of 
hybridisation has been adopted is that 
supply oi local wool is going down 
gr^ally and consequently import of wool 
for the manufacture of woollen products 
IS going up Ttic state is losing much 
foreign exchange as a re.<!ult Having been 
encouraged by the results ofcros.s-breeding 
between cxoin breeds and Chokla and 
Nall breeds, a hybndisation programme 
was taken up as a strategy to improve 
production of wool and its quality 

It began with Ru.s.sian Merino, American 
Rambuiliet and Curriadale [Government 
ofRajasthan 1982[.ThestrBtegyol incorpo¬ 
rating Marwari and Jaisalmen breeds into 
the hybndisation programme was attemp¬ 
ted initially. However it did not succeed 
becau.se black spots were found to be 
appearing on the coats ot the cross-bred 
lambs.^ Although an attempt was made to 
incoiporate Magra and Pugal breeds, even¬ 
tually It wa.s abandoned. This was because 
the population of these breeds, whose fleece 
is considea’d to be extremely suitable for 
carpet manufactunng. is so limited that if 
they were to be incorporated in the cross- 
bimiing programme it is likely that their 
population would be wiped out. Similarly 
the Chokla breed was kept out since the 
survival rale of the lambs after cross¬ 
breeding was found to be extremely poor 

However, the intervention .strategy of 
cross-breeding has finally found its appli¬ 
cation with the remiuning breeds, viz Nab. 
Sonadi and Malpuia. Corriadle waschosen 
forcross-breedmg with Sonadi inBhiiwaia 
and Udaipur. Rambuiliet with Maipura in 
Jaipur and Rus.stan Merino with Nali in 
Jhunjhunu, Suratgarit and Churu fCSWRl 
1990]. In order to raise the rale ot re¬ 
production and acclimatise the exotic blood 
to local conditions, the major emphasis of 
the government is to sec that the sheep 


teaiersTnbreiiliiil^lid^i^^ 
nuns [SO per cent of exotic blood], tfaai 
produce bunbs with 25 per cent exotic. 
blood It IS hoped that the quartcr-iueed 
with 25 per cent exotic blood will produce 
more fleece with more tuxly weight, which 
eventually will turnout to be economically. 
more bencticial to the rearers. 

The strategy adopted by the government 
IS simple At the lime oi breeding, exotic 
rams arc given to the local sheep rearers 
on a selecb VC basis. The male lambs which 
are bom arc looked after by the liKal sheep 
rearers until they reach the breeding age 
(normally 18 monthst The government 
provides Iced and health coverage to these 
lambs throughout this pci iod. and then die 
.sheep and wool department buys them at 
the rate of Rs .^5 per kg of body weight. 
The sheep and wool department then sells 
those rams with SO per cent exotic Mood 
to other local rearers at a subsidised rate. 
It is at this stage that the govemnvmt tries 
to populan.se the .scheme of distnbution 
of rams, which aftei cros.s-breeding with 
the local ewes produce lambs with 25 per 
cent exotic blood. Even after two decades 
or so since the hybndisation programme 
began, it has not been widely accepted. 
This IS what appears from Table 7. which 
shows the progress ot the hybndisation 
prugnunme in trims ol distnhuUon ol exotic 
and cross-bred rams to shepherds during 
1985-93 

An important aspect of the hybridi.sation 
programme is what is indicated in column 
C, which .shows the distribution of half- 
bred rams (with 50 per cent exotic blood) 
to the shepherds In order to examine its 
progres.s in terms ot its coverage or 
incorporation of shepherds into the 
programme, the population of sheep in the 
year 1992 of Maipura, Sonadi, and Nali 
breeds has been divided into flocks m 
Table 8. The number of flocks ot each 
breed is estimated, based on ttic entenon 
followed by the government, viz, one half- 
bred ram for each flock .src ol 50 sheep. 

Since the total number of hall-bred rams 
distributed dunng 1985-86 to 1992-93 is 
4,898 (Table 7). the number of flock.s 
being covered should be equivalent to the 
number of rams di.stnbuled Based on this 
same criterion, the total number of flocks 
of all three br^s during 1992 together 
IS estimated to be 88,800 as .shown in 
Table 8 Hence, the number of flock-s or 
population being covered by this pro¬ 
gramme, from out of the total fl<x.'ks. i an 
roughly he estimated at around 6 pet cent 
dunng the last eight years. It tiie mortality 
rate, which is consi^rable [Government 
ofRajasthan 1994], and reselling of ram.s^ 
by the sheep rearers, who bought ihc same 
at the subsidised rate, arc taken into 
consideration, the result would be even 
more disappointing. 
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Aiinough'tBc'hybn^isation pnigramme 
IS central to sheep and woo! deveiopimnt 
in the state, it is yet to be given a central 
place by the sheep rearers m their local 
husbandry practices In spite of the con¬ 
ceited ef Ions of the government torthe last 
two decades or so. their impact continues 
to be only at the pcnphciy ol local sheep 
husbandry practices Tlichybnd population 
ol sheep as a result constitutes only a 
meagre percentage ol the total population 
of .sheep Apart Irom the higher monalily 
rate compared to that ol the native sheep, 
the nutntional demand ol the cross-breeds 
IS much higher than that ol native sheep 
This IS causing serious financial problems 
to those tearers who have adopted cniss- 
bredramsiot hybndisaiion|r.SWRI l‘)9{)]. 
The existing local iceding conditions do 
not .seem to ensure clliciuni conversion 
(Basuthakur 1988] ami there is not much 
improvement in quality [Yadavctal 1993) 

As against the cross-breeding pro¬ 
gramme with exotic bleeds, the 'selective 
cross-breeding pnigramme' seems to be 
mure acceptable to the local sheep reaicrs 
IMaulick and Ilarihatan 1986} This 
programme has been taken up in those 
plaecs where the cioss-biecding pro¬ 
gramme with exotic breeds has laded to 
take ufl It IS lelt that selective breeding 
not only is conducive to the local enviion- 
ment and able to adjust to the local feeding 
conditions, hui alsopniduixshetterquality 
wcKil. apart trom increasing the volume ol 
raw wcK)l production [Moir ct al 1974. 
Yadav 1993] The strategy ol popularising 
this programme adopted by thego vemment 
IS almost the same as the one adopted in 
the eross-broeding pi ogramnic with exotic 
rams In oider to implement this pro¬ 
gramme with a reasonable degree ol suc- 
CC.SS, considerable itivi'slincnt on the part 
ul the state IS required It the rate at which 
investment is made ai picsent continues. 
It is dilficull to visualise the numbc'i of 
years which will be required to reach an 
acceptable level of suc'cc.s.s 

CONC'I I'SIO.NS 

The piodtiL tion conditions, riddled with 
the emerging conllicis described in the 
paper, are impinging upon the potential 
of raw wmil production The incrca.sing 
shortage ol supply of taw wool due to low 
production as compaied to demand in the 
recent past clearly indicates this. A study 
conducted by the author shows that the 
spinning mill cluster of Bikaner, one ol 
the biggest carpet yarn inanulacturing 
centres, is increasingly dependant upon 
imported wool, especially from New 
Zealand. This is not necessarily due to the 
relative advantage of the imported wool 
in terms ol quality over the local wool, but 
mainly shortage ot the latter. While the 
demand fur raw wool has increased over 


the ycam, the supply bottleneck has led to 
increased dependence on imported wool. 
The increasing tendency for backward 
linkages to go abroad, consequent to the 
steady reduction in import duties in the 
liberalised reginK, is making the growth 
prospcct.s ol the processing sector more 
vulnerable to the vaganes of international 
I luctuations The ramificationsof the trend 
in employment and income generation for 
the local labour force, and the growth 
prospects of the industry especially in the 
decentralised .sector, can hardly be 
underestimated The only way. it appears, 
to reveisc the current trend is Ui introduce 
a new inanagcmcnl regime in the sheep 
husbandry subsector. 

Notes 

[This patiei is an uuleoinv of a part of targe study 
sponsored hy NABARD I am extremely grateful 
10 V ,S Vvas for his valuable suggestions in the 
pieparation of the report I am indebted to S C 
Kashyap. V Ralna Reddy, Surjit Singh, Raiun 
Kanjilal and 11K Pat hale for their helpful comments 
on mv report I also thank Jagdish Prasad .Shanna 
and Oopol .Singh Ralhoie for their ossisianec | 

1 For instance during the field survey, it was 
found that both Marwari and Jaisalmeri breeds 
of sheep were moving together in the same 
flock in Rap pamhayat village.s of Phalodi 
tchsil III Jodhpurdistnet, although the number 
ol llic Jais.ilincn breed was less On emimr>. 
It was levciiluil lh.il this happens only when the 
laisalnicn IIik k moves out on migration wh<‘ii 
they mingle with Marwon flocks Ic idmg to 
natural cnxss -breeding Most of the sheep rearers 
said that (he home tract of each breed continues 
to be the same over the years 

2 It IS estimated that the per capita availability 
of glaring area of livestock has gone down 
trom 0 20 hcLtarcs in 1972 to 0 16 hectares in 
19R.J [.Smgbvi 198^1 

^ This w.u>reveulcd indiscussion with the nfliuals 
of the sheep and wool department, govcrnincni 
of Raiasthan, Jaipui 

4 This observation w,is made by the ofltcials of 
the sheep and wool depaitmcnt Jaipur, in 
disLiissiuns with ilwm It appears that the sheep 
real ers. hav mg pui chased half-breed rams from 
the govcrnincni al the subsidised rale, sell them 
ai a higher pnee instead of lelaming them with 
their flocks fui the purpose of cross breeding 
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mdia-Russia Economic Relatioiis 


Issues and Prospects 

RGGidadhubU 


Wide year-to-year fluctuations characterise India's trade with Russia. While that country is all .\et to nuike 
significant sales to India of machinery and equipment and military hardware, India has to reckon with ad 
hocism in the manner of utilisation of the rupee hoard at Russia’s disposal and bleak prospects of sugnipcanth 
boosting exports even of 'comparative advantage ’ commodities. Exports to Russia may plunge once rupee 
trade is completely phased out. 


SEVEN years after the disintegration of 
the Soviet Union, are any definite trends 
emerging in Indo-Russtan trade*' In 
particulai. what is the performance of 
India’s exports to Russia*' What, if any, 
are tiie issues and constraints in trade and 
economiL relations*' What istbe prognosis 
for Indo-Rus.sian economic relatiom*.' Such 
questions arc relevant because before the 
disintegration, the Soviet Union was a 
vciy important trading partner oi India, 
and Russia, which accounts for a ma|or 
shaie of the territory and economic 
activities of ihe loimer USSR, is seen to 
have iciniric'd that position 

Morcovei, India and Russia have sus¬ 
tained the close and cordial political rela¬ 
tions ol the Soviet cia 1*his is reflected 
in the exchanges of visits between the two 
c ountnes at the levels ol heads of slate and 
prime ministers, besides other political 
levels, exchanges of lr.ide delegations, etc 
The latest was the visit ol Russian prime 
minister Ycvgeviii Piitnakov to India in 
Dcccmher I99X Earlier that yeat linancc 
minister Yashwant Sinha and delegations 
Inim 23 inmi.siiies and departments ol the 
government ol India and government 
organisations, expoit promotion councils 
vEPCs) and Commixlity Boards visited 
Mascow. Scvctal agreements were entered 
into Memorandums of understanding 
(MOUs) covering bilatcial co-operation 
m telecommunication, and air services 
and long-term trade, industrial, financial 
and scientific agrc*enienl.s were signed. 
Against this background, it may be worth 
while tocxamine the trends in fndivRussian 
trade 

Table I contains data on India's trade 
with Russia f nim 1991 -92 onwards. From 
the data it is evident that Indo-Ru.ssian 
trade turnover has sharply declined from 
about $ 2,369 million in 1991-92 to $ 
1.569 million in 1997-98. *1*66 declining 
trend persisted in Apnl-Novemher 1998 
vis-a-vis the corre.sponding period of the 
previous year. Over the last six or seven 
years overall trade has not shown any 
steady mend. BothIndta’.sexportstoRus.sia 
and Its imports from that country have 


been characterised by lack of stability and 
sustained growth: the annual exports to 
Ru.s.sia have fluctuated between $ 600 
million and$ 1640niillion. Overall exports 
declined during four years and rose during 
foui years 

In 1997-98, total Indian cxportstoRussia 
incrca.sed by about 45 per cent over the 
level of 1992-93. yet it was $ 156 million 
down from the 1995-96 level. Dunng 
Apnl-Novcmber 1998-99, India’s exports 
declined by 23 per tent from the level of 
the corresponding period of 1997-98 In 
the aftermath of rouble devaluation in 
Augu.st 1998, thcic was a virtual Irec/e 
on foreign trade m Ru.ssia. This possibly 
aficeted India's exports to Russia 
indirectly, if not directly A similar picture 
of lack of .stability emerges with regard 
to India’s imports from Rus.sia 

Also noiewoithy is the fact that while 
India hasconsistently maintained a positive 
trade balance with Russia over the last six 
or .seven years, its trade surplus has been 
going down significantly 'This is due to 
Rus.sia’s exports to India growing fa.stor 
than India’s exports to Russia 'niirdly. 
barring 1995-96. India’s exports to Russia 
have been much below $ I billion (Rs 
3.000 crore), which is the amount ot debt 
repayable by India to Ru.ssia annually 
between 1992-93 and 2004-05. In other 
words. Russia has not been fully utilising 
the $ I billion for importing goods from 
India despite the agreement providing tor 
this signed dunng president Bans Yeltsin's 
visit to India in 1993 Over these years a 
sum of Rs 5,700 crore of unutilised rupee 
funds piled up 

Tables 2 and 3 contain data respectively 
on India’s exports to Rus.sia and its imports 
from Russiaof majorcommixiitics between 
1995-96 and 1997-98 The data indicate 
firstly, that only a few commodities 
dominate the trade Sofaraslndia’sexports 
are concerned, tea, coffee, tobacco, drugs 
and fine chemicals and cotton fabrics/ 
garments accounted fur 50 to 66 per cent 
of total exports While exports of pharma¬ 
ceutical products have incrca.sed, tho.se 
of engineering items have become less 


significant Fertilisers, newspnnt and 
metals, ferrous and non-ferrous, account 
for about 70 per cent of total imports from 
Russia 

Secondly, there arc wide year-to-year 
fluctuations in the value of trade in respect 
ol thc.se ma|or commodities Thus India's 
imports ot ferrous and non-ferrous metals 
dunng Apnl-Novembcr 1998 were about 
S 30 million less than those ol the cor¬ 
responding penod of the previous ycai, 
pre.sumably due to an anti-dumping duty 
imposed on Russia. Ukraine and Ka/idch- 
stan by India *I*hirdly. there is a sharp rise 
in pioiect exports from Russia to India in 
April-Novemboi 1998 from the level of 
the corresponding penod ot tin* previous 
year This is possibly due to the fact that 
Russian firms secured orders forthc supply 
of coal mining machinery to Coal India 
and for machinery and equipment for 
the continuing modernisation ot the steel 
mill packages in the Bhilai and Bokaro 
steel plants, besides the civil construc¬ 
tion contract for the Tehn hydel Project 
Russia has also agreed to give a loan of 
$23 billion for the import ol technology 
and machinery tor the Kudanakulam 
nucleai plant by India over a period ol 
10 years 

At a lime when Ruvsia's engineering 
units arc facing a payment crisis, thc.se 
orders may be a welcome break It is to 
be hoped that Ihe niachincry andequipment 
supplied IS comparable in quality terms 
with western machinery and equipment 
At any rate, Russia has made successful 
efforts to consolidate its position in its 
ccoi»>mic iclations with India. 

Apart from this. India and Russia have 
signal an agreement for promcHing military 
co-operation till 2010 Amongotherthings. 
the agreement meets India’s interest in the 
purcha.se of military hanlwarefrom Russia 
running into several billions ol dollars 
India will have to pay forthe.se purcharois 
in hard currency. The .sale of these defence- 
related items and ol machinery and 
equipment lorindia’s steel, coal and power 
sectors will place Russia in a comfortable 
financial po.sition vis-a-vis India 
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Tndb-WSSiln’ifaHelMS lo^ see^^ 
context of the overall foreign trade of 
Rus&ia. After the Soviet disintegration, 
Russia's foreign trade turnover has gone 
down significantly Thcmajorcontributing 
factors include the economic crisis in 
Russia, which has affected all sectors ol 
the economy, and a decline in the world 
market prices of oil, gas, ferrous and 
precious metals and other important 
Russian export Items Worseningeconomic 
conditions have hroughr down import 
demand tor many commodities. In 1998 
Russia's total foreign trade turnover was 
$ 116 billion (composing exports ot % 72 
billion and imports ot $ 44 billion), which 
was 17 per cent lower than the 1997 level 
As stated by foreign trade ministei Georgi v 
Gabunaia. hothexpott.s and imports shrank 
in 1998 by about S 20 billion 

To .some extent, thci cforc. the decline in 
trade with India is the result of an overall 
decline in Rus.sia's foreign trade. Russia's 
ti ade with the Commonwealth of Indepen¬ 
dent .Slates (CIS) countries (former Soviet 
republics) accounts foi about 28 to 30 per 
cent of total trade Outside the CIS, the 
I IS and the liurnpean I Iniun arc the major 
trading partners China, South Koo'a, 
Turkey, India. Algeria, Cuba. Rra/il and 
Aigcnlina ate also trading actively with 
Rassia Ovcrthelasifiseorsixycais, China 
and South Korea have become inipoitant 
trading partners oi Russia India has been 
relegated to a much lowci position among 
the trading partners It his lost part of its 
market sliarc to other developing countries 

Another important development in 
Russia's foreign trade sector is that the 
country has become an exporter ot law 
materials and an riiiporter oi finished 
gtMids In this regard Gabunaia helicves 
that Russia has icached the upper limit of 
raw material exports and that despite 
curremt economic piohlenis growth ot 
exports IS possible .since Rus.sia is com¬ 
petitive in cncigy equipment and the 
aviation and arms markets 

UiiusAiioN Oh UiiBi Rlpaymint Funds* 
Am I IONS vs Auam aikin-s 

Dumig the visit oi an Indian delegation 
led by tinancc minuster Yashwant .Sinha 
to Mascow in October 1998. the Indian 
side accepted the Russian propixsal for the 
rcpaymeut of half iLs rupee debt (Debt 
Repayment Funds, or DRF) in the fonn 
of gcxids. particularly fcHuf, medicine and 
computers. As reported in the press, the 
rem.nning half ol the noii-convcrtibic 
rupees «> 'Uld continue to he auctioned off 
by the Ru.s.sian government to pnvatc 
Ru.s.sian lirms wanting to make purchases 
in India This seems to be a new develop¬ 
ment, because Russia discontinued 


"aflocSonof&l^ in'l997-9R This means 
that half the annual dd>t repayment of Rs 
3,(X)0croie will be allocated toguvemment 
organisations, including regional city 
governments, tor purchases from India 

Although live years have passed since 
the signing of the agreement for the 
repayment oi tiic Soviet-era debt of about 
Rs 36.000 crore to Russia, the Russian 
side has not been able to work out a stable 
policy and mechanism for the utilisation 
ot the DRF 

Initially, the problem when the allocation 
of DRF was considered was: who will 
utili.se the lunds and how? The policy of 
alloc ation ot DRF often lacked rationality, 
sina* lunds were occasionally given on 
motal or other considerations to spurts 
clubs, vhunhes, etc. Subsequently, the 
methixl of auctioning DRF was adopted 
I'his meant selling rupee credits at di.s- 
couiits (il I *> to 20 per cent vis-a-vi.v the 
market i ito, thus virtually devaluing the 
rupee Occasionally, scope forswitch trade 
was piovided In I99S-96, the Rus.sian 
government ac corded priority to the release 
ol tupce lunds tor the import ot specific 
Items such as tea, tobacco, medicines and 
soyabean F.ven this arrangement lia.s not 
worked well In short, there seems to be 
ad hocisni in the u.se ol DRFhy the Russian 
govc'mincnt. which may not help foster 
healthy development of trade with India 

If halt oi the DRF is now to be uuIkscnI 
by the Russian government through 
lenewed rc.sort to the channel of allocation 
tor imports from India, there could be 
recurrence of the problem of lack of 
transparency in the allocation of funds - 
questions about who holds rupee funds, 
how much, ioi what goods and .so on The 
impact of thi.s on imports from India is al.so 
uncertain Moicovcr, as over the test five 
or SIX yeais Russia has virtualfy done away 
with state Hading organi.sations, insti¬ 
tutions and agencies for foreign a.s well 
as domestic trade, it i.s to he seen how 
etfeitiveiy this proposal will be imple¬ 
mented in lealiiy Some experts hold the 
view that auctioning of rupee funds in 
Russia IS oi> the proper path to a market 
economy II will also help Indum trading 
organisations to export to Russia on a 
competitive basis 

Some Indian businessmen dealing with 
Russia leel mat allocation of the DRF 
might benefit a icw Russian importers hut 
not many Indian exporters Under the 
proposed .scheme, the allocauon ol the 
DRF will be icicascd to select Russian 
canalising agencies for importing food 
prcxlucts. tea, liKithpaste, etc, to meet urgent 
needs There will be no transparency in 
the allocation, and it i.s quite possible that 
Russian agencies with close links with the 


mafia may benefit and not the reputed 
trading firms. In such a situation the DRF 
would be transacted at a discount by 
unscrupulous elements, who in ordor to 
maximi» their profits may not pay heed 
to the quality of the goods impo^ from 
India In the final analysis the Russian 
consumer may lose out. as may genuine 
Indian exporting houses interested in 
cultivating the Russian market on a long¬ 
term ba.sis. 

The issue of auction vs allocation in the 
use of the DRF for imports from India is 
significant, as it may have an impact on 
the promotion of Iiido-Russtan trade on 
a long-term basis. The lack of stability in 
the arrangement for the utilisation of the 
tunds seems to have already affected 
genuine Indian exporters. 

Besides the official trade, unofficial 
‘shuttle trade' has assumed great im¬ 
portance in Ru.s.sia*s foreign trade sector, 
with annual impoits valued at about $ 10 
billion at pre.sent Bcside.x India, Hong 
Kong, ,Singaporc,Thailand,Turkey, Saudi 
Arabia, China and Finland aie the majot 
countries wit h which this trade takes place 
A wide range of consumer goods, including 
durable ones, arc imported on a rcgulai 
basis to meet Rus.sia’s needs. The shuttle 
trade may persist due to the abnormal 
conditions prevailing in Russia while it is 
in transition from a socialust economy to 
aniarket-uncntcdunc Cheap,substandard 
goods imported by shuttle traders might 
already have affected India's image in the 
Russian market 


Tabu I India’s Tradi wim Russia 

(US $ millinn) 


Year 

(1) 

Export 

(2) 

Import 

(.3) 

Balance 

(4) 

1991-02 

1.640 0 

728 5 

”91 iT 


(-440) 

(-48 71 


1992-93 

607 2 

254 6 

3.72 7 


(-63 0) 

(-65 I) 


1993-94 

649 2 

257 0 

392 2 


(6 9) 

(1 0) 


I994-9.S 

807 2 

.504 4 

302 8 


(24 3) 

(96 2) 


199*5-96 

1,045 0 

8.56 3 

188.7 


(29.5) 

(69 8) 


1996-97 

811 2 

6284 

182 7 


(-224) 

(-26 6) 


1997-98 P 

889 4 

679 5 

209 9 


(9 6) 

(8 1) 


Apni-November P 



1997-98 

571 5 

471 8 

997 

ApnI-November P AX 0 

346 0 

93 0 

1998-99 

(-23 2) 

(-26 7) 



Notes Daui for the year 1991-92 is for USSR. 
Figures in brackets represent percentage 
change over the corresponding penod 
of previous year 
P - Provisioiud 

Source Directorate General of Commercial 
Intelligence and Statistics (DGCI and S). 
Calcutta 


1210 


Economic and Political Weekly May IS. 1999 



Pharmateuhcai. Products Export 

With annual exports estimated at $ 180 
million, pharmaceutical products have 
become signiticant items of export to 
Russia Although some experts hold that 
this estimate is on the high side, the 
importance of this item in India’s trade 
with Russia is not being questioned Hie 
deteriorating public health system in 
Russia has generated import demand tor 
various medicines. Russia has been looking 
mainly to western countries lor mecUng 
Its needs in this area. However, the concer¬ 
ted effortsof some reputed Indian pharma¬ 
ceutical firms and joint working groups 
seem to have convinced the Ru.ssians that 
India has the capacity to supply medicines 
comparable in quality to those tnim the 
western ci'untrics at a much lower cost 

.Select Indian exporters have been 
exempted from inspection of drugs on a 
case-bv-ta.se basis alter Russian experts 
visited India in 1996 and satisfied 
themselves about the quality of the 
medicines pioduced by them. Rus.sian 
experts arc expected to pay similar visits 
to some reputed Indian pharmaceutical 
turns This may further facilitate exports 
to Russia According to reports, some 
Indian testing iahor.ilories have been 
considered tot quality control Tins type 
of interaction would help build India's 
linage in the Russian market 

While names such as Dr Reddy’s, 
Raiibiixy and Lupin have established their 
leputations in Russia, the potential of such 
producer exports .seems to have been less 
than fully utilised such exportets account 
loi only about 60 per cent of India's 
phat inaceutic al exports toRussia The rest 
■s taken up bv traders who get thetr drugs 
nianulactured by others in India having 
legisteredtheii producl.s in Russia Having 
low overhead expenses and not being 
involved in pnxiuction oi research and 
development, such tradeis undeicut 
producer exporters on price and push their 
sales in Russia. Under the prevailing 
conditions in Russia, whcie 'connection 
<ind corruption' dominate over normal 
international trading piactices, traders with 
an eye on short-tcim protils can have an 
edge over manulacluier exporters This 
may not be in the long-term interest cither 
ol Indian exporters of medicines or ol the 
Ru.s$ian consumer 

In view of all that has been stated above, 
some specialists tcel that the Russian 
market tor medicine is uncertain I'his 
uncertainty factor is al.so reliccted in 
proposals (or joint ventures by Indian 
pharmaceutical fii ms in Russia not getting 
oil the ground during the last lew years, 
laickof availability ol funds in Russia lor 


joint ventures could be another of the 
factors affecting such proposals. In fact, 
.some Indian exporters are experiencing 
dilTiculties in getting Russian agencies to 
pay for medicines supplied. 

Despite expectations of big Russian 
purchases of medicines from India over 
the last three or four months and despite 
the urgent need fur medicines in Russia, 
not a single letterof credit has been opened 
by Russian agem les for importing 
medicincstrum India, according to reliable 
sources. As for the latest proposal to 
purchase medicines from India agaiast 
debt repayment funds through tendering, 
the system adopted by Russian orga¬ 
nisations lor the Hoating ol lenders places 
Indian manufactuicrs at a disadvantage. 

Exidki C'kidii 

While the bulk of India's exports to 
Russia IS carried thiough the DRF, about 
20 per cent ol the exports go through the 
hard currency route .Some exporters find 
credit support lor exports to Rassia 
problematic. The kxport Credit Guarantee 
Coiporation (KCGf') seems to be hard put 
to It to adopt a libiMal approach since 
Russia comes under 'resincled cover’ 
(unlike the US, which come under open 
cover) and under the B category on the 
basis ol country risk I'his is due to the 
senous economic siiuationinRussia. With 
the situation worsening since the latter 
half oi 1998, it appears that Russia may 
be downgraded to category 'C, requiring 
a higher premium tor exports. 


According to the Fdmiary 1999 issue 
of the journal ‘International Risk and 
Payment Review’, published by Dun and 
Bradstrcet, Russia’s world environment 
has worsened with the ongoing financial 
cnsi.s. Russia's GDP is likely to be S per 
cent less in 1999 than in 1998, which also 
cxpencnced negative gmwih ot S.S per 
cent Exporters in the west are being 
cautioned to take extra care wtien granting 
credit to Russia. As pointed out earlier. 
It appears that of late some Indian exporters 
have alsoexpenenccddil ficulties in receiv¬ 
ing payments i tom Russia within stipulated 
periods II this situation persists, exports to 
Russia might be affected in the short run 

WARFIIOliSINt; 

The transportation of guixls from India 
to Ru.ssia takes a long time It is held that 
the provision of warehousing and coii- 
.signment trading iacilities at dillcrent 
centres in Russia will help oveicome this 
constraint But during (he last four or live 
yeais Indian bu.sincss circles have 
expellenccd a lackot reliable warehousing 
tacilities in Russia Fhis problem was 
reiterated at the second meeting ol the 
Indo-Russian Joint Businessf'ouncil. held 
in November IWb India’s exports to 
Russia under rupet' payment were po.ssihly 
allcctcd by poor warehousing Iacilities 
The exports did decline in 1996-97. 

Even as working groups and inter¬ 
governmental commissions have been 
meeting annually and taking deci-sions 
about this matter, the issue is still un 


l\Hii 2 India's E\pi)ris Ol Makik Commoui lies lo Russia 

({/.V S nuUiiml 


Apiil-M.m h__ Apiil -Nov eiuhci P P ercenlape C h ange 


CommiKlily IW7-9K P 

1996 97 

1995-96 

1998 99 

1997-98 

t2)/((l 

(51/(6) 

(1) 

(2) 

(() 

l4) 

('» 

(6) 

(7) 

(8) 

Tea 

14.S0 

7sn 

142 5 

107 7 

95 1 

9(4 

1(2 

Coffee 

K8 2 

85 7 

102 0 

4( 1 

57 4 

29 

-24 9 

Ricc 

446 

90 6 

14 4 

15 ( 

.■>6 2 

-SO 8 

-41 6 

Tobacco 

S8 8 

.(1 1 

22 5 

16 6 

(2 5 

88 7 

-48 8 

.Spices 

ISO 

9 1 

9') 

6 0 

12 2 

6S6 

50,( 

Cashew met CNSt. 

40 

2.5 

78 5 

1 0 

( 2 

62 8 

-69 5 

Castor ml 

Sugni and niol,)sses 

1 8 

2 2 

1.(5 
26 4 

0 4 

t 2 

-19 5 

-68 4 

Misc processed iieiiis 

t (1 

77 

1(9 

26 

0 2 

-87 5 

994 5 

Processed niincials 

0 7 

.(1 6 

60 1 

10 7 

0 4 

-97 8 

’ 555 7 

1 c.ilhei and nianulacluics 
Cheiniials and .illird 

46 S 

to 1 

46 6 

18 I 

25 1 

54 4 

28 0 

products 

Plastic and linolciiiii 

1.(7 9 

1(7 7 

145 8 

46 2 

9(2 

0 1 

<0 4 

prmiucis 

28 0 

(2 8 

27 9 

8 0 

22 7 

-147 

64 8 

Engtneenng goods 

Cutinn vam, Ijhrus 

67 6 

48 8 

706 

24 4 

41 7 

48 5 

41 5 

iiiade-ups cii 

74 1 

61 7 

(5 5 

.(2 4 

51 S 

20 4 

-'7 1 

Readymade gariiienik 

Jiiie inanutai tuies 

100 6 

8.(7 

95 1 

80 7 

69 .( 

20 2 

164 

ineluding dmir luvciings 

t 1 

II 8 

27 8 

0 2 

I .( 

89 ( 

88 ( 

Others 

74 .t 

69 0 

92 9 

25 6 

(8 4 

77 

-((( 

Total export 

889 4 

811 2 

l.04.«0 

4.(9 0 

571 5 

96 

-2( ■> 


Note y - Provisional 
Snunr' IXiCI unci S, Calcutta 
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(let idcd. It appears that an inter>guvrtn- 
mental resolution of IWK envisaged early 
opcratinnalisation nl the consignment 
export scheme through the rupee payment 
route (RPR) However, there was no 
mention of the implementation of this 
decision dunng Pnniakov’s visit to India 
It appears that while consignment exports 
to Russia ate permitted against hard 
euiTcncy payment, this laeility is not 
available lot rupee-payment expoits 

Some experts led that even if these 
constraints are ovei come and consignment 
exports permitted undei the DKI' lacilily. 
this facility may not immediately yield the 
desired results biistly. the chaotic condi¬ 
tions prevailing in Russia mean that there 
IS no secuiity loi goods stoied in waie- 
houses Secondl), tliere is no insurance 
cover toi sales undei consignment exports 
Hence the risk is very high Thirdly, theie 
IS no steadiness in the value of the louhlc 
VIS a-vis da'ns dollar In fact, thedevulua- 
tion of the louble in August 199K allected 
Indian liade and iiidusirial limis who had 
‘stix'k-and-seir facility to the tune ol ¥ 
3 million to $ 5 million In die immediuic 
tutiire. diea'tore. waiehouse tiading mav 
not help boost exports to Russia 

JoiMi Vi ’ T.mi s 

II IS leckoned dial llieie aie ovei 2(K) 
Indian |oint ventuies m Russia - inutnly 
engaged in Hading activits In I99K Indian 
invesliiieiit espendiliiie in Russia was 
leporled to be about % 2 million to % t 
million, inosdy m trading and reptesi.*n- 
talKMi aclis ities. while Russian mveslnicnt 
in India aiiiounied to .ibout $ 2 I niillton, 
confined to technology iranstcr Lilorts 
made by some Indian linns to set up 
processing activity in Russia m I99t-94 
did not succeed Tlu'y me luded a proposal 
of the fata group for tea packaging 'I he 
failute was perhaps due to unceitainties 
in the potitical-fegal situation in Russia 
In I99K, some Inihan joint ventuies weie 
.setup in Russia 'I hey we'a*ante packaging 
unii (I .uc'ky r.xporls), a lea packaging unit 
(AmicDandajomt venture mconsti uciion 
matcnal distiihuiion/sales cenlie 

Aceoidmgiolhelexi oi the Indo-Russian 
statement issued dining Pnmakov's visit 
both sidc'sesprossoiipaitieular satisfaction 
that co-opeiation was piogiessmg well in 
such lields as power, oil, nuluial gas, coal, 
steel and transport and boiheountnes have 
agiced to further sitengihen it to mutual 
henciit S itarusiheoilsectoriccnnceined. 
a majoi development isan aga'cment which 
envisages Indian access to some an*as in 
Sakhalin, Tatarstan and western Siberia 
ioi oil exploiation In turn, Russia will be 
allowed to piospeci toi od in select ollslioie 
blocks in India 


India and Russia having identified long¬ 
term tie-ups m the field of oil and gas as 
a thrust area. Russia’s Laikoil and India's 
ONGC Videsh are to undertake prospecting 
and exploitation of hydrocarbons in 
Kazakhstan. Azerbaijan and Iraq 

While these are proposals with future 
prospects. It IS significant that Russia will 
sell 10 niilli(<n tonnes of oil annually over 
a 10 year period. In other words, after 
withdrawing itself from India after the 
.Soviet collapse, Russia has decided to rc- 
eniei the Indian oil market But this may 
not be a big achievement for India, since 
there is .i slump in the international oil 
market aiicl since payment would bc> in 
dollars and not in rupees as in the. past 

As teganis the joint venture activities 
III Kazakhstan and Azerbaijan, the Oil and 
N atm ul C'las ('ommisston has alieady made 
elloits to eiilci lhc.se areas independently 
toi oil and gas prospecting. Cnvcn the iact 
I hat these I oi met .Soviet republics relations 
with Russia .lie very sensitive, tying up 
with Russia may not necessarily be 
advantageous tor India As regards the 
steel and coal sectors. Russia will supply 
mac hmei y and equipment to Indian cnler- 
piises Riissi .1 IS also going toofler a c redii 
line of S 2 (i billion I orsupplyingmachitn'iy' 
and technology for the Kudankiilam 
iiucleai power plant in Tamil Nadu 

Novorossisk Por! 

As pait ol the accord on the rcp.ivmeni 
ol the rupc'c debt, it was agreed that a 
poition of the DKI' wils to be utilised lor 


invc.siment in joint ventures in both India 
and Russia. Among the vanous proposals 
was the creation of additional facilities at 
Ru.ssia’s Black Sea port of Novorussisk 
lor facilitating the handling of cargoes for 
trade with India. This was considered 
necessary since exports to Russia through 
Odessa Poit, a port of Ukraine, had become 
very difficult Sub,sequeDtIy, efforts were 
made lor this joint-venture project, in 
which a tew Indian fitins were to partici¬ 
pate. In 1995-96 the Russian government 
was reported to have cleared the project, 
and part of the DRF was earmarked for 
a 'I'he Joint Business Council (JBC), at 
a meeting in November 19%. recommen¬ 
ded modernisation and upgradatiun 
ot Russian ports to alleviate problems in 
the shipping of Indian goods to Ru.ssia, 
thus highlighting the need tor this project 
IX'spilc all ihc'.'c cflurts, hardly any 
progiess has been made on this project 
Apparently it did not figure in the intci- 
governmenlal talks of 199K Russia could 
be having second thoughts on (he niattei 
Moscow IS now reportedly disinclined 
to utilise the DRF lor tins modernisation 
sclieinc Iiishclievedtohekcvnoiiutilising 
the lund lor imjxirting goods trom India 
to meet uigenl donicslic needs in view ot 
the economic crisis But Russia has 
proposc'd the utilisation of pan ol the DRF' 
as Riissi,in equity lor the modelnisation 
ol Ihe TI.SCO steel plant lliis raises a 
tiiajoi issue ol Russia trying to convert 
.Soviet-era debt into Russian equity, which 
IS ugaiicsi tlie spirit and the principles ol 


lAHir. t Inoia's IsmiKis (II Masik ('iMMiimnis Ul Kc'ssia 


(l/S$ million) 


Antil March 

('(iniliUKtily IW-98I> IW6-97 

Aiiiil-Noveinber P 
1998 99 1997-98 

PercciilaRc Change 
(2)/(3) i5)/(6) 

tl) 

(2) 

(t) 

(4) 

(5> 

(6) 

(7) 

|8) 

.Synthetic .ind icclaiiiicd 
iiihtHi 

K 3 

48 

44 

78 

47 

71 0 

(>6 2 

Pulp and waste pajM r 

10 6 

6 4 

212 

0 5 

59 

65 0 

-91 2 

Peililiseis 

76 2 

29 5 

169 8 

81 7 

68 9 

158 3 

187 

('(iltiin raw .tnd w.isle 

- 

- 

54 

- 

- 

. 

- 

Mk lalliterroiis iiics JiuJ 
metai straps 

13 1 

10 9 

too 

52 

to 1 

20 0 

-48 0 

I’eliolt'uin Lfude .iiid 
pioduL .s 

35 1 

1(H) 6 

t2 3 

na 

r>* 

-65 i 


Chcniuals oi^zanit and 
iiiniganu 

54 8 

43 6 

47 S 

24 7 

36 2 

25 6 

.32 0 

Medicinal and 
pharmaceutic., piuducis 

5 3 

5 2 

26 

48 

37 

1 7 

.30.8 

Ncwsjinnl 

81 3 

74 1 

85 3 

42 0 

62 4 

98 

-32 8 

Iron and Meet 

162 6 

85 6 

159 1 

51 3 

84 7 

89 9 

-.39 4 

Non-leitiius inel.iK 

138 5 

Ki4 2 

178 8 

38 0 

98 7 

-15 7 

-61 6 

tjold and siUci 

1 2 

t 1 

l6 6 

20 9 


-60 5 

- 

Machine IihiIs 

24 

4 6 

9 3 

22 

1 5 

-48 9 

41 9 

Mac liinery c xcejn eicciric 
and cleclriinii' 

.39.* 

27 8 

47 5 

14 5 

29 7 

42 1 

-51 3 

fianspoii equipment 

176 

37 6 

129 

I 8 

165 

53 1 

-89 2 

Puijcct goocls 

0 7 

9 3 

16 3 

14 4 

02 

-92 4 

b,Wi .3 

(lllicrs 

32 5 

21 3 

35 5 

36 1 

48 5 

.52 8 

-25 5 

liiMl inipiirl 

679 5 

628 4 

856 3 

346 0 

4‘»l 8 

8 1 

-26 7 


Note P Priivisional 
Soutt t IKK'I jiiJ .S, ('alciitla 


Economic and Political Weekiv Ma 




Soviet aid to India. Any depaitute from 
the anangements for the utilisation of the 
DRFforthe modernisation of Novorussisk 
would be a setback for Indo-Russian |oint 
venture activity. 

Paosnins 

A preliminaiy report of the Russian 
ministry of economics says that in 1999 
Russia’sfoieigniradetumoverwilldcrlinc 
to between $ 99 billion and $ 102 billion 
from $ 116 billion in 1998. While the 
country's exports might increase to $ 61- 
62 billion, imports will decline to between 
$ 38 billion and $ 40 billion from $ 44 
billion in 1998 - that is. by about 7 to 12 
per cent This foreca.st has been made on 
the assumption that with the devaluation 
of the rouble imports will be costlier than 
hei ore Moreover, the continued economic 
ensis has reduced the purcha.<iing capacity 
of the Rus.sians 

Dunng the first hall of 1998-99. India’s 
exports to Russia declined However, there 
are pos.sibilities that in 1999 the exports 
would increase UnconfimuHl reports have 
It that Russia’s ministry of finance has 
allocated R-s 2,700 ciorc tiom debt te- 
paymcnl rupee fund.s, which will lacilitatc 
imports lorm India Secondly, Russia's 
jgncultural pnxluction has been very badly 
aticeted in 1998 and hence the country’s 
requiicmcnts ol many lood products - 
lice. I mil pulps, luices and concentrates, 
potaioes. tea. cot lee, etc - may be met by 
sourcing imports Irom India Moscow is 
likely to allocate a previously unutilised 
sum ol about Rs 2,000 crorc in 1999 (or 
importing fiMxl prixliicts and consumer 
goods Thiidly, as observed earlier, the 
demand lor medicines m Russia may 
increase due to detenorating health con¬ 
ditions. and India has been doing well m 
the export of medicines to that country 

Hence, while there are hopes ot some 
mciease m exports to Russia m 1999- 
2000, prospects foi the future, particularly 
after the debt repayment funds ate utilised, 
say by 2(X)5. are uncertain. 

One view is that India’s exports to Russia 
may go down significantly once the DRF 
era ends because the DRF makes Indian 
goods 1S to 20 per cent cheaper t ban goods 
from other countries. 1 n other words. India 
has no real competitive advantage m the 
Russian market. This view gels support 
from the tact that about 80 pci rent ol 
India’s cunent exports to Ru.ssia gix-s 
through the debt repayment route. Distance 
IS another factor which will affect exports 
in the future. It takes 4S to 60 days I'oi 
goods to reach Ru.ssian cities from Indian 
ports, while it takes only fn e or six days 
for goods from Europe to reach Moscow. 


Moreover. India’s ability to provide credit 
to Russia will be far less than the capacity 
of western countnes. 

Besides this, Indian exporters may find 
it difficult to compete with their counter¬ 
parts in China, South Korea, etc. who have 
the advantage of proximity to Russia and 
who may be able to beat India in quality 
and pnee 

A contrasting view is that as the Rus.sian 
demand for commixlilics such as tea and 
coffee in respect ot winch India is a major 
producer and exporter is inelastic, one can 
hope that exports would not be affected 
much. Moreover, the complexities created 
by a multiplicity of export channels will 
largely disappear, and this would pave the 
way for normal commerce with Russia 
But items in which India has a clear 
comparative advantage in the interaational 
market arc not many 

In a situation ot continued instability 
and uncertainty, a muddle-through scenario 
may emerge in whti h any major IxMist in 
exports to Russia would he unlikely India 
would still have to make eflorts to work 
out an appropriate sltalcgy to .sustain and 
it possible increase exports to Russia For 
instance, it may he necessary to adopt a 
.strategy ol creating a ‘brand name’ for 
each product So lai not much attention 
has been paid to this possibility. .Selling 
branded pnxiucts would get consumers in 
Russia habituated to the use ot spcctlic 
pnxiucts - which would make marketing 
in that countiy easiei Hindustan Leverhas 
achieved some .success in .selling packaged 
tea in Russia undci well known brand 
names This strategy may help that turn 
to establish itself in (he Russian market 
in the tiilure as well 


Suggestions for increasing exports to 
Russia in the near future have been made 
by some trading groups One such 
suggestion is that inccntive.s be provided 
for exports under Ihc rupee-payment 
arrangement on a par with the incentives 
for exports against haul cuirency The 
Punjab. Delhi and Haryana ('haiiiber of 
Commerce and Industiy is icported to 
have urged the government to piovide 
incentives .such as a duty-free advance 
licensing scheme, a duly entitlement 
pa.sshix>k scheme and a .special import 
iiccnceschcmeturc'xportstoRus.sia Some 
exporters an' urging the govcnimcnt to 
relax the Sovict-era condition ol lOO-per 
cent value addition for high-technology 
Items imported Irom the hard-currency 
area and cxpoited to the rupee-trade area. 

For promoting economic co-operation 
with Russia on a long-term bases. India 
should explore the possibility ol estab¬ 
lishing joint ventures in .select regions ot 
Ru.s,sia by idcnlilying areas such as agro- 
pr(x:c.s.si ng, phai inaccut ic at s and consumer 
gocKls produilion in which India can 
pnivide technology and nianagcmcnt on 
competitive teinis Notwithstanding the 
fact that Ihc Russian economic .scene is 
gloomy at present, there arc several 
relatively prosperous regions which 
may otter linanciat and other .support for 
such |oint ventures in the lutuie. The 
piesencc ol 1(1 governors of a'gions in 
Primakov’s delegation during his visit to 
India IS a sliong indication of such a 
possibility To make the |oinl venture idea 
a success, India should urge the Rus.sian 
aiilhonlics to utilise a part ol the debt- 
rcpaymenl lands lot investment in 
such ventures 
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DISCUSSION 


Economic Reforms, Terms of'Trade, 
Aggregate Supply and Private Investment 
in Agriculture 

Bhupat M Desai 
Enrol D’Souza 


V N MISRA in his pa|)er {Econtwiic and 
Political Weekly, 33.31 .August! -7.1998) 
seems to have missed the basic postulates 
ot Desai and Njinboudin (1997a and 
1997h) regarding theiranaly.sis ot marketc*d 
surplus, bartci terms ot trade, and policy 
reforms and that ot government expen¬ 
diture on agncullurc Before these arc 
elucidated and belore reviewing his 
alternative analysis on the former let us 
.state the areas over winch wc have a 
common giound with Misra 

One. non price factors like technology 
are hkir* important than price factors Two, 
lack ot a signiricant fiositive association 
between private and public investment in 
agnculture must be questioned on the 
ground that the CSO's c.sttmalcd data on 
public inve.stnient in a-tnculiurc excludes 
rural electricity, lural roads, etc. I'hiee, 
omcssion of ‘relevant' variables in an 
cconometiic model could change the .sign 
ofthecoefficient a.s.soi lated withthc baiter 
terms of trade And four, the policy reform 
of reducing undue protection to trade and 
industry is a step in the right direction 

Pkic'i- PoiH s Rliokms a Misi unci ivui 
PoiKV ion AIiKHIIII'RAI. (iROWIII 

The basic point ovci looked by Misra is 
that the piicc policy deforms) is a mis¬ 
conceived instrument tor agricuituial 
gniwth. marketed surplus, and technical 
change.' It is unlikely tc make these better 
{for a similar view sec, for example. 
Dantwala 1983, Lipton 1987. Cleaver 
l‘»851 

Such a policy is misconceived because 
of three major reasons One of the.se is that 
impact ofbartci terms of trade on aggregate 
supply in agriculture is indetetinmate in 
Its direction, (i e. > - <0) a priori This 
is because of its two effects that work in 
opposite diicctions (see, fi'r example. 
MathurandEzckeil l96l,Kri.shnan 1965; 
Desai and Namboodiri 1997a) Such 
effects are a pait ot a not mat behaviour 
for a de ision-making umt/lcvel at which 
consumption, investment and pnxiuction 
are intertwined r.Khei than peculiar to 
special .situat'ons ih-'t Misra claims. Two. 
aggregate supply rci.p< >nse to bartci terms 


ot trade is inela.s(ic which many earlier 
studies have shown [see. for example, 
llcrdl 1970, Mellor 1966, 1978; Krishna 
1982. Thamarajkshy 1969. 1994. 
Mungckar 1992). Recently, it is endorsed 
by Dcsai and Namboodin (1997a) as well 
asby Mimgckart 1997) And it is attributed 
to land supply being fixed, resource 
specificity in agriculture which makes the 
crop pattern governed by agn>-climatic 
among other factors, and lower inpu' 
intensity [see. for example. Mellor 1966. 
l978,MeiloraiidChnstopher 1984] Dcsai 
(1997. 1998) also shows that in the post- 
reform live years despite improvement in 
already favourable relative prices lor 
agncullurc neither the growth in non-price 
factors noragncultural growth improved 
On the contrary both of these detenoraied 
(.see Table )' And three, whatever impact 
barter terms of trade has on aggregate 
supply IS “relatively less important" than 
the impact of non-price factors |.see. loi 
example. Thamarajkshy 1969, 1994. 
Krishna 1982. Desai and Namboodin 
1997a, Mungekar 1997). 

Having elucidated the basic contention 
ol Desai and Nambixxlin (1997 j) it is 
impoi tant to st.ite why pnee reforms, which 
IS a common ground with Misra, are still 
needed They are required to improve the 
market struciute in agricultural trade, agro- 
pioccssing .ind tann input industnes which 
may have bivn unduly protected in the 
past Reducing such protection through 
delicensing. deiescrvution. lower taxes, 
etc, would make this structuic more 
competitive and efficient. Price reforms 
are needed also to evolve appropriate 
pricing ot such farm inputs as seeds, 
fcrtili.sers. iing.uion water (canal), farm 
ciccincity. c''. to encourage their more 
efficient use smcc new technology is 
usually embodied in them. Further, tliey 
aie nc<‘ded to appropriately determine the 
pioLuremcnt prices tor agricultural 
commodities based on full costing of cost 
‘C rather than both this cost plus 
something to 'iccount for pnee panties. 
Anycost-bascxlpncingisasclf-cxplanatory 
method But this pnnciple of price panties 
IS unwarranted precisely because they have 


limited, complex, and at times injurious 
impact in serving the interests of fanners, 
consumers, industries, and economy at 
large that the agncultural pnee policy is 
expected to serve [Dantwala 1983; Mellor 
1966, 1978, Rangarajan 1982; Narain 
1986. Mungekar 1992]. 

ANALYitCAL Framework Reviewed 

Our review of Misra’s reservations on 
Desai and Namboodin (1997a and 1997b) 
and his alternative analysis is concept- 
ualrscd around three aspects. These are his 
analytical framework, methodology, and 
intcrpretationofeconometncresults Both 
conceptual and methodological tramc- 
worics are reviewed together. 

Since Misra has cx)nccptuali.sed marketed 
surplus model which is what Desai and 
Namboodin (1997a) is concerned with, 
we review this first According to Misra. 
marketed surplus in current peiiod is a 
function ot one year lagged terms of trade 
(TOT,.I), technnk^ (HYV). rainfall (RF). 
and interaction between current terms of 
trade and technology (INT). This speci- 
fication differs from the one in De.sai and 
Namboodin (1997a) which postulaie% that 
marketed .surplus (MS) is a function of 
output (Q), hanci terms of trade IBTOT), 
average farm size (AFS), and one year 
lagged marketed surplus (MS,.,) that 
tcpre.sents an idea abrmi the institutional 
ngiditie.s, market imperfections, etc. that 
hinder farmers’ speed in adjusting 
inaikeiedsurplustoitsdesircdlevel Dcsai 
and Namboodiri (I997a)dcnvesthis nxidcl 
f rom a Ncrlove supply response framework 
of adaptive expectations But Misra’s 
specification has neither such a framework 
nor docs it even consider output, a lacuir 
so obvious to changing the marketed 
surplus His model further ignores three 
other vanabtes of average farm size (ARi), 
index of institutional infra.straciure lor 
marketing (HIM), and rural roads (RR) 
which arc all ‘relevant’ in influencing 
maiketed surplus. But these arc all also 
considered by Desai and Namboodin 
(1997a) for the post-green revolution 
penod of 1966-67 to 1989-90 tor which 
required data arc available This model 
results show that the barter terms of trade 
(BTOT) have ‘net’ positive impact on 
marketed surplus. But even this response 
IS pncc-inelastic. Misra has, however, 
chosen to Ignore these findings. 

Omission of all the above-stated 
‘relevant* variables suggests a serious 
specification error in Misra’s model on 
marketed surplus. Such an error not only 
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viobttes BLUEpropeny of Oidinary Least 
Squaies estimation procedure but also 
makes the signs of the coefficients from 
the estimated mo<tel vulnerable tp change. 

Another serious limitation of Misra’s 
fnunewoik is that it, a priori, hypothesises 
that terms of trade have a positive impact 
on mariceted surplus. This is contrary to 
the economic logic underneath any model 
of marketed surplus. As stated earlier, this 
terms of trade have a priori >0=<0 impact 
on marketed surplus irrcspectiveof wh^er 
this surplus is influenced by the interaction 
between current terms of trade and 
technology which Misra considers. This 
follows from two opposing effects of the 
terms of trade. One of these is positive 
(i e, > 0) which follows from the reasoning 
that when bartei terms of trade improve, 
marketed surplus would also increase. This 
IS because farmers would find .self¬ 
consumption costlier than before and hence 
reduce it with a con.sequent increase in 
marketed surplus. But the negative impact 
of a change in barter terms of trade on 
marketed surplus follows irom the fact 
that when thc.se terms of trade improve, 
farmers' income also increa.ses with a 
consequent ri.se in .scli-consuniption and 
hence decline in marketed surplus (i e. 
<0). Such two opposing impacts of baiter 
terms of trade arise holding other factors 
constant which is what any regre.sston- 
based econometric model implies. 
Moreover, this is irre.spcclivc of whether 
one con.siders current or one year lagged 
barter terms of trade. 

There is another ambiguous a pnon 
impact ot the terms ot trade on maiicetcd 
surplus and output This occurs from the 
input market for labour which is the sum 
of own-lamily and hired labour. An 
improvement in the terms of trade has both 
a wealth clicct and a substitution effect. 
The wealth elfcet is that better terms of 
trade raise farmers’ income and induce a 
fall in family labour supply which in turn 
reduces output, assuming that the fall in 
supply of family labour is not substituted 
by increased hii^ labour. The substitution 
effect is that^thc resultant increa.se in 
farmers’ income creates an incentive to 
increase family labour supply as the returns 
to labour have increasi^ which raises 
output, assuming again that the increased 
family labour supply is not substituted by 
reduced hired labour. The aggregate impact 
of a rise in the terms of trade is thus 
twofold - self-consumption may nse or 
fall, and labour supply may rise or fall. 
A priori, therefore, wc cannot say whether 
marketed surplus and output will increase 
or decrease with an improvement in terms 
of trade. 


Misra’s consideration of the Interaction 
term has serious limitations. He postulates 
that it is expected to have a negative impact 
on marketed surplus through a decline in 
terms of trade on account of an increase 
in output consequent upon technical 
change (i e, impact of output and 
technology on leans of trade is negative 
which in turn has such an impact on 
marketed surplus). But this interactionterm 
(i c, TOT, • HYV,) as an explanatory 
variable for marketed surplus has in it one 
of the variables of relative prices which 
has an a prion indeterminate impact (i c. 
> s <0) as explained earlier. Hence, this 
interaction variable as a whole has also 
such indeterminate rather than negative 
impact a prion as argued by Misra. 

Also, tire intciprctation attached to the 
interaction term is faulty. Misra (1998: 
2107) argues that the negative sign on the 
interaction term indicates that “more 
favourable terms ot trade withincreasc in 
area under high-yicldmg varieties would 
tend to dccrea.se aggregate output and 
maiketedsurplu.s’' Ina regression exercise 
the proper way oi interpreting acoefflcienl 
IS to .sec it asexpressmg the respoasi veness 
of the independent vanahle to a dependent 
variable, all other vanables treated as 
constant.Thecoelticientol the interaction 


term is therefore the respemsiveness to 
terms of trade when technology is constant 
or (he responsiveness to technology when 
terms of trade are constant. It is wrong 
therefore to argue (hat a change in 
technology affects the icnnsof trade which 
in turn affects marketed surplus 
aggregate output as Misra does. A simple 
linear regression cannot capture such 
effects which requires a system of equations 
that incorporates explicitly the relation¬ 
ships between the vanables 
The purpose of an interaction term in 
a regression is to estimate whether there 
is a complcmentanty oi sub.<>titutability 
between two vanables. In a model esti¬ 
mating supply response an interaction term 
is includ^ to indicate whether there is 
complcmentanty between policies that say 
increase the terms of trade and policies 
that .seek to increase the area under HYV 
(technology) or rather whether there is a 
substitution between them. A prion 
theorising often suggests the comple- 
mentanty/substitutabihty which is why an 
interaction term get.s included in a 
regression exercise For instance, it is 
sometimes argued that there is an 
interaction between pace and non-pnee 
factorsinagnculture It.forcxample.terms 
of trade rise and the financial 


7 ARi j Aorkultural Performanc e in Pri -and Post-Reform Periods 


IX’iaiLs 


Pre reform 
IV86-8710 


Posi-ieform 

1991-9210 


Average of index ot wholesale pnees of agnculture lo index of 
wholesale pnics of manufaciunng < terms of trade for 
Qgricullure with have 1981-82) 

Annual compound growth rate (per cent) in these relaiive paces 
for agnculture 

Annual compound growth rale.s (per cent) in 
HYV area 
Penili/er use 
Gross imgated area 
EIrctncity use in agncultune 
Annual compound gpiwth raie.s (per cent) in 
Real plan expenditure on agnculture and rural development 
in 1980-81 paces 

Real plan expenditure on agnculture alone in 1980-81 paces 
Annual compound growth rates (per cent) in 
Real total inshtuiional rural credit issued dunng the year 
Real toiid institutional rural credit outstanding 
Annual compound growth rale (per rent) in 
Foodgrains production index 
Non-foodgiainx production index 
Agnculiurat production index 

Gross real value added (ODP) from agnculture in 1980-81 paces 
Net real value added (NDP) from agnculture m 1980-81 paces 
NDP from agnculture m current paces 
Rural poverty ratio (per cent) 

Urban povrny ratio (per cent) 

Mrifes * Thesr ore for four years as data for 1995-96 aie not available 

** Thesr are for Ihiee years each as data for other years are not available 
Stmrer Bhupai M, Desai “Agnciiitural and Agn-business Issues under Economic Ubrralisanon'. 
in Peter deSouza (ed). Cmuemporary India in Truaxiuon , Sage Publications, New Ocihi. 
1998. 
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intermedtatiun in the agricultural sector is 
inefficirnt ot subject to quantitative 
controls, then, farmets who had rationed 
access to credit will find that higher prices 
lor their products will generate higher 
profits which can he leinvested implying 
a positive impact on output II. however, 
farmers do not respond to higher prices 
due to such nun-pnee factors as inadequate 
irrigation, or pooi rural roads, then m .such 
a situation price and non-price lactois are 
complements in the supply of agricultural 
output And an inieiaclion Icim is 
introduced to e.stimate this a prion elicct 
Note how the example wc provide aigues 
that pnuc lactois and non-pnee tactois in 
isolation do not have the same impaci as 
when price and non-pricc policies aie 
combined ALsti, the two types ol policies 

- price and non-pi ice - aic independent 
of each otliet hui then combined impact 
on (he dcpciuJciK vaiublc is iaigci than 
when the impact is accounted lor wliilst 
disR'gaiding the oiliei vatiable Misra's 
inleraetion (erni though is contorted 
because its two components arc not 
independent ol each oilier - rather the 
terms ot trade arc a function ol IIYV 

It IS accoidiiigly misleading to state that 
“the most important aspect oi the negative 
coeflicicnt for the interaction teiin is that 
. an attempt has been made to share the 
gams with consumers through the tenns 
of lnKie”fMisia I9‘JX 2108] Intherefonns 
peiiod the terms ot trade have been rising 
and the growth in the area under HYV has 
declined ( see’l'able ) and tins means that 
the impact claimed to be running Irom 
incieascs in lechnologj (.irea under 11YV) 
to declines in termsot ti ade is not ohsei ved 
cmpincally The ‘most inipoitani' aspect 
of the negative coctficieiil fot the 
interaction term i aiher is that the two types 
of policies-terms oi tiadc and technology 

- ate substitutive policies In such a case 
where the pnee and non-price luiUns an* 
substitutes, the indication is that the ti util ul 
thing to do IS to tdeniily which is the huger 
constraint on increased supply in 
agiicullure And a glance at Mista's 
regression results immediately revealsthat 
It istheiK>n-pnce factoi. technology, which 
has the larger lesponse coeilicienl and 
greater explanatory significance in 
explaining changes omutput than Joes the 
terms of trade Correctly interpreted, then, 
Misra's results actually leveal what he is 
at pains to refute despite his guarded 
quaiifiralion that tenns of trade polity 
“seem t'i have helped” in laismg atgicgale 
output 7ne terms of trade are not very 
significant to explaining the growth in 
output - rather, area uniter MYV and 
technology is the mo.c important factor 


that has boosted agricultural growth in 
India. And if tlic two types of polici&s are 
substitutive as suggested by Misra’s results, 
then, the more powerful policy is the non- 
pi ice technology diffusion policy! 

To ctini lude, neither the logic underlying 
the relation between marketed surplus and 
terms ot trade on the one hand nor the 
inclusion ut interaction vanable on the 
otiici requites Misra to po.stulatc that 
marketed suiplus and terms ol trade are 
expected to have a po.sUive as.sociation 

All this also holds for his analytical 
I tame work I or aggregate crop-agricultural 
output (I c. Y in his terminology) lor the 


reasons discussed earlier. Only difference 
that IS implied may be articulated as 
follows. 

When terms of trade improve, output 
may increase because of increased 
incentives to save and invest with con¬ 
sequent decline in (overall) consumption 
(i e, >0 impact). But when this relative 
price improves, fanners* income also 
incrca.ses with the result consumption rises 
and hence saving, investment and output 
declines (i e. <0 impact). This process 
logic IS also applicable to Misra’s model 
tor pnvatc investment in agriculture in 
which same terms of trade is one of the 
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wrguihems. Moreover, this investment 
model is neither derived from a neo¬ 
classical theory of investment norfrom the 
rational expectations framework. 

As regards specifying lagged output in 
Misra’s aggregate supply function (i c. 
‘ Y') he seems to contend that its inclusion 
would give positive association between 
this output and the tenns of trade. But this 
IS questionable on three counts. One ol 
these IS that his framework suggests that 
the relation between the dependent and 
each independent variable must be seen 
holding other factors constant which does 
not therefore permit this reasoning. Two, 
It does not invalidate an a pnon ambiguous 
impact of terms ot trade on aggregate 
output. And three, it lagged dependent 
variable and current terms of trade act as 
an interacting but a vai lable .separate from 
the former, then it must be .so specified 
which IS nut the case m his model 

Since Misra objects to Dcsai and 
Nambuodin s (1997b) specirication of 
bailer terms of track* as oneof the arguments 
influencing government expenditure on 
agricultiiie, this issue may now he taken 
up Mi SI ’s objection is that as govenimeni 
does not pursue piolil objective this 
vaiiable need not be considcicd. While the 
opinion on this may differ, two rationales 
that lustily its inc. Iiisnin may be discussed 
One of these is that the govemnicnt could 
he pursuing a social prsd liability ohiecti ve 
bc'hind It s decision to spend on agi icullure 
Pursuit ol such an objective is the basic 
reason why government intcivention 
thnmgh its expenditure on agnculturc or 
for that matter any .sectoi is legitimised 
And It IS also the basis of the logic ot 
inaikcl tailure And tuo, the liteiature on 
distoition of incentives lor agriculture in 
developing countiies contends that 
(govenimeni I te.soua'es do not How to 
agncultuie hccaase its prices are kept low 
I.SCC, tor example, Schlut/ 1978]. It is this 
that has also led to considering the barter 
terms of trade as one ot the lactors that 
influences government cxpenditua* on 
agriculture. These two also have an 
ambiguous a.ss(Kiation (i e, > s <()), a 
pi ion. When barter terms of trade improve 
incentives improve and hence government 
IS cncouiagedto spend on agriculture 
(i e, >0 impact). But. at the same time it 
IS also likely that government would reduce 
thus spending as it may consider that with 
the improved incentives private investment 
will increase (i c, <0 impact). Moreover, 
since wages and other costs in the 
government are usually indexed to pnees 
in which the baiter terms of trade have a 
high weightage they would nse with a 
consequent decline in government saving 


and hence a decline in its expemStuie on 
agriculture (i e, <0 impact). Ilie empirical 
results show that when baiter terms of 
trade improve, it has a ‘net’ impact that 
reduces the government expenditure on 
agnculturc (i c, <0 impact) 

Before concluding, it may be stated that 
many ol the price policy related arguments 
that Misra coasiders either to speedy his 
models and/or to advtKate them also must 
be taken with a pinch ot salt. In this context 
commenting on Misra perceiving the past 
agncultural price policy as neutral is not 
out of place. To the be.st of our knowledge 
such agncultural price policy was probably 
the case until amund mid-1970s or little 
thereafter But it was not so during the 
whole decade ol 1980s ^ Nor has it been 
the ca.se dunng the post-macro reform 
period when its protagonists have 
constantly harped on reducing the 
protection to trade and industry to make 
the terms of trade for agriculture 
favourable. While whatever may be their 
justification for this the government in the 
po.st-ielortn penod until this year has 
icsoried to a hefty increase in ihe 
procuiemcnl puces to achieve this 
IDholakia 1997] Hut all of these are 
perceived by Misra as a neutral agncultural 
pnee policy! Be that as it may. 

To conclude, ncillk'rthe logic underlying 
Misra’s analytical and methodological 
framework, nor the specification of 
variables like interaction between current 
terms of tiadc and technology or lagged 
dependent variable as separate arguments 
justifies that aggregate supply, marketed 
surplus and pi ivale investment in 
agriculture have a priori positive 
a.ssociatiun with ilie teims of trade Is this 
then lustitied by the interpretation of 
estimated relationships'^ 

iNTfcRPRrTAIION OF ESTIMATED 
Pei AnoNsiiiPS 

The positive coefficients obtained for 
terms of trade in tlie c.stimatcd equations 
for aggregate niitpul. marketed .surplus, 
and private investment in agnculturc 
should suggest that its positive impact has 
more than offset the negative impact. As 
a result the 'net' impact on each of these 
three is posiiivc assuming that Misra's 
measurement ot terms of trade is 
conceptually the same as the barter terms 
ol trade that Dcsai and Numboodin (1997a 
and 1997b) consider in Uieir studies But 
he admits that this is nut the case. His 
measurement of terms of trade is the 
agricultural GDP dellator as a ratio ot non 
agricultural GDP deflator in 1980-81 
prices And it is termed by him as gross 
termsoftrade He even recognises that this 


nflecis the relative vaiuittiooofagriailtura] 
and non-agricultural products net of 
intermediate inputs. Such a concept of 
terms of trade is somewhat akin to income 
terms of trade rather than barter terms of 
trade, .since it has underneath it production 
volume gams implied. And ii has therefore 
an obvious positive a.ssociation with 
aggregate output, maiketed surplus, and 
private investment in agriculture Hence 
Misra has no ground to diltci with the 
studies that have revived the old debate 
which were all rightly related to the concept 
of barter termsof trade ralherthan income/ 
gross terms of trade. 

Hie preceding discu.ssion on which 
concept ot terms ol trade is considered 
matters because gelling an unequivocal 
positive impact is also relevant to under¬ 
stand why the coefficient associated with 
the policy dummy variable in Misra's 
regressions is positive Thisduminy vana- 
ble IS defined as an interaction between 
gross terms of trade and 0 andl, each 
representing the period up to 1990-91, 
and thereafter, respectively. 11 instead 
barter terms ol trade are considered to 
define this policy dummy, then, a prion, 
again its impact on aggregate output and 
pti vatc investment in agncultuie would be 
ambiguous (i c > = <U) lor the reasons 
discussed earlier. But, since that is not the 
case in Misra’s analysis It should obviously 
have an unambiguous positive impact ior 
the reasons again discussed above. 

Furthermore, whether the aggregate 
supply and private investment in 
agncultuie have price-elastic respon.se is 
also not studied by Misra though it is 
possible to e.stimatc this cla.sticily at the 
mean level from his regressions This 
omission is rathei senous because it is also 
central to resolving Uie debate under resicw 
and levival 

Lastly, Misra's inference of ab.sencc of 
many rigidities operating in the .system 
from the significantly positive high 
coefficient tor^he lagged dependent 
vanabic of aggregate output may have 
prompted him to contend that this output 
is positively associated with the terms ot 
trade. But. that this coelficicnt should be 
positive follows from Neriove's .supply 
response framework of adaptive ex¬ 
pectations a.s It mca.surcs the speed ot 
adjustment which can never he negative. 
Another problem with this inference is 
that Us lower and not higher value (as 
claimed by Mi.sra) .suggests higher speed 
of adjustment to institutional rigidities 
I'his IS because the Ncriovian coefficient 
of adjustment is given by I minus the 
coetfieieni for Ihe lagged dependent 
vanabic (for details on these, sec Nerlove 
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19581. And that would woric out to 0.33 
(I -0 67) which5uggc.sisthatngiditie.<slhal 
hamper farmers' speed of adjustment arc 
quite rampant. 

CONri liniNf, ORSERVAnONS 

Misra's pre-occupation with the 
economic reform of “setting prices nght" 
to deliver higher and better agncuUural 
growth and pnvatc investment in agri¬ 
culture is questionable on two grounds 
One of the.se is that his analytical irame- 
work IS deficient with specirication and 
mca.surement errors .\nd second rs that 
his interpretations of its econometric 
estimation are both unwarranted and 
erroneous 

Such a reform is a misconceived policy 
for the problem or the objective of agri¬ 
cultural growth howsoever it is measured 
This IS because ol three fundamental 
reasons One. aggregate agncultural supply 
response with rcspcci to barter terms of 
trade is ambiguous rather than utiidiiec- 
tional (of positive nature) as is argued by 
him as well as by those who champion the 
cause of “setting prices nght” (Singh 1994; 
Aliluwalia 1996) Two, this response is 
price-inelastic which several studies hut 
Misra's have shown And three, this 
respsinse is “relatively less significant” 
than the response with lespecl to non- 
pnee factors. 

But all these do mit legitimise that price 
letorms for agncultuie are unwarranted 
Such an inference wou id be an equally bad 
logic, besides htHxiw inking the current 
pmblemsof developing agnculture rapidly 
They aic needed to improve the market 
structuie and competitiveness ol trade as 
well as industries directly relevant to 
agnculture They are also needed to en¬ 
courage more appropiiaie use of input.s 
such as seeds, lertihseis, imgation-watcr 
(canal), and farm powei The former i‘ 
because the prevailing market and insii- 
tutional structure for agnculture and for 
these farm inputs in particular is 
characterised by rigidities and imper¬ 
fections And the latter is to improve the 
efficiency of institutions supplying these 
inputs as well as that of farmers in their 
use of inputs. Product price .support policy 
for agriculture needs reform to shed the 
consideration of principle of pnee panties 
in fixing the pitK'ureriient and minimum 
prices since they have little, if any. 
conducive impact on agncultural growth 
and economic development in general. 

Notes 

I Desai and Njmboncliri (1998) shows lhat the 

impact of banri lems ■>( trade on total laulor 

pniduciiviiy is i\u a (iriun. indeterminate 


(i e, > B <0) for the reason of two impacts 
svoAing in opposite cHiections. When letaltve 
prices improve fanners* incentiveii to save and 
invest in icchnical change improve and hence 
total tacior productivity increases (i e, >0 
impact) But at tlie same uuiethis improvement 
in relative prices increases income and hence 
consumption incieases with consequent decline 
m saving and investment for technical change 
which icsulls in a decline in total fia'tor 
pniduitivity li c. <0 impacti They also show 
that cinpif irally it is <0. meaning thereby that 
die negative iiiipaet has more than ofisel its 
postlive impact 

2 Moreover rural poverty ratio increased (.see 
Tabicl 

) II was duiing this penod when there was a 
hcfly incicase in the support prices for 
oilseeds, pulses, and coaisc cereals to improve 
lanik'is incentives to produce more ot these 
imps Anil ycl most of these crops did noi 
wiiness any occeleialion in their yields and 
pioduciion until more appropriate 
technological brcakihiuugb emerged and/or 
until rechiHilogy Missiononoilsecdsdelivcred 
belli'i vanclal options (for sonn' rvidcnrc on 
Ihi- lomici sec. for example, Daniwala 1986, 
ami on die latter sec. tor example. Rath t<*K5 
Rao 19971 
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Identity IVansformation in Assam 

It IS a quirk of history that Assame.se ovcrzealousiicss in pioiecting their 
language and linguistic identity eventually led to an inedenlism which 
alienated the tribal communities while at the .same lime opening the 
doors for the once much-feared immigrant Muslim who has succeeded 
in finding for himself a berth within the As.samesc nationality 1264 

Kerala’s ^Dutch Disease’ 

The decline oi fotHlgrain production in Kerala originated in the decline 
of agriculture following migration to the Cult. It is this event, akin to 
what ha,s been relened to as the ‘Dutch Disease', that has sirKid m 
the way of land relorms working themselves out completely 1272 

Property Rights for Women 

Consideitng the impracticability in the piesunt circumstances oi 
obtaining independent titles to agncultutal land or urban housing for 
women, promotion of the concept ol joint husband-wife titles to 
such property is worth considering as a first step. 1281 


Other Side of Instability 

Why should tlwre be so much fuss 
about the prospect ot the coming Lok 
iSnbha elections not lesulting in a 
parliament.iiy majonty for any single 
party"' Those who peddle fears of 
msu^lity and insccunty also undemiinc 
the very essence ol democracy 
as It IS cvnlviii).' in India 1239 

*$tray Thoughts’ Again 

The loud thinking by finance ministci 
Yashwant .Siiiha at the annual scs.sion 
of the Conlederathin of Indian Industiy 
last month on so-called .second- 
generation Cionoinie reiotins falls in 
the category ol 'stray thoughts' made 
famous by the late Indira Gandhi 
Tlic countiy’s economic progress ha,s 
in the past paid deailv for such facile 
and platitudinc.ss pronouncements 
of polituians in |X)wei 1234 

Rebooting A.sia 

The cbhing ol contagion will not, 
uniurtunalcly, restore growth in Asia 
Revisiting the evolution of the Asian 
ciisis IS tiscliil in understanding the 
nature ot the icbuilding that must go 
on now A review .iiticle on btroks 
on the Asian ciisis 1257 

NEP and Water 

With the new economic policy, new 
pnonttes aie emeiging in agncullurc. 
industry and uibanisation that will hnng 
changes in both water availabihty and 
use, giving nsc to new teasions 1251 

WTO and Technology Trade 

While the WTO hav liberalised trade in 
goods, It has not liberalised trade in 
technology Third world countnes 
should now devise a strategy to 
Kfaetalisc the technology market 1287 


Politics and Xenophobia 

A constnictivc {joiitical cnlicism of 
Sonia Gandhi and het style of politics 
can only be picdicated on whether tlic 
Congress, under her Icadciship, can 
emerge as the pivot ol a lihcial 
consensus m opposition to BJP's 
conservative consensus, not on 
xenophobia _ 1241 

Economic Supermodel? 

The new euphoria emanating from 
Wa.shinglon was inconceivable before 
the collapse ot the Soviet Union 
Apart from being the world’s only 
superpower, the US is by tar the 
richest country and has the lowest 
unemployment late What else does 
one need tor tui economic 
supermodel'' 1243 

Revival Not Yet 

In New Delhi they say iho Mock 
market is bcHiming because there is 
no govumniciit to drag it down 
Behind the iacctiuusncss there is 
sonic tniih _1238 

Environment Management 

Howrah's slum communities have 
dcinonslralcd a limited knack tor 
managing their environment, but 
can they sustain even this modest 
cf totf> _ 

Reshaping Europe 

It the Kiiropean pro|cct is to he 
salvaged tiom the situation created by 
the US intervention in Kosovo, it 
must he on the basis ot a moie 
nuiucst concept ol a ‘Europe of 
nations’ with a fiicndly and non 
aggressive approach to Russia. China 
and the third world 1247 







LETTERS TO EDITOR 


IVibals and NGOs 

IKLAI) with mtoa'st the article hy 1) Bandvo- 
pailhyay ‘Where ANScrtiiin Is Insurrection' 
iMaiih 6-11. Rrindvijpadhvay has 

ohseivcdruelully that though the “print media 
tiMik some notice ol the goings on in the 
baskwiKHis ol Kuyagiida and Kalahaiuti it 
“was not suilicient to loiise the consi lenic 
of Indian intelligentsia to generate any 
pionounced support loi the trib.il lause" 
The consiienie of the Indian intelligentsia 
could only he loused when the Orissa 
goveinment issued show cause notices to 
loin NOOs (Agiagamec, Ankiiran. (.asman 
Nayak Sot leivand WlDAilor ‘deiegisieiing’ 
and ‘banning How of liinds to them' 
Bandyop.idhy.iy.arelireill)uieaiicralhinisell. 
along with his erstwhile huieaucial 
colleagues, Muihkiiiul Dtihev and B N 
1 ugandliar, visited Kayagada on hehall ol 
a IVIhi based NtJO Council loi Social 
Ucvciopmcnl, tioni laniiaiv II to IK No 
doubt due to ihcir earliei association with 
till* govcinnient as top bureaucrats and the 
pieseni posi-ietiienieni association with the 
NGO sedtir. they are iinmciiscly qualified 
to he ellectivc mediators between the lour 
nulKlcd NGOs and the Oiissa government 
Though then visit has revealed to them 
that the tubal people in the pioposcd altiinina 
pioicct .iieas are deleiinined not to leave 
then land two principal motises appear to 
be there behind the visit TTie Inst motive 
iOiild be to expiess solidarity with lellow 
NGOs in distress whereas the se'eond. more 
piessiiiL’. motive could be to impres.s upon 
the eoveniinent not toalienate the NGOs but 
to use ihem III pies cut ihe initiative passing 
into ihc hands ol nioie niilitunt elements 
Bciauseihes weicconviiicedlhattlK‘“sta.c’s 
assault on these agencies and its attempt to 
make them noii-tuiutional will only en- 
eouiagc the militants who are waiting in the 
wings to takeover" particulai ly when “acio a 
the bolder in Andhia Pradesh’ “open 
destructive militancy is happening" 

rtie artic le whic h quotes I rom the original 
repouisnaiutally liillot praise loi the NGOs 
condemnations lot the goveininent and 
apprehension ol the tnilil ants In the prcK'ess, 
the article has missed iiicntioning gic'ups 
which aic outside the funded NGOs but 
deepiv involved in strengthening the non¬ 
violent icsistam e ol Ihe tribal pcHipIe of the 
area w ho have a long 'i adilion of resistance, 
from which hid emerged a gieat freedom 
lighlei of Oiissa, Lavin.in Nayak. who was 
hanged, in the early forties, by the British 
coveriiineiit ilistoiy also recoids the 
Papadahandi firing hy the Brio .h police on 
iiihali who were coming to demonstrate 
during the I*)42 nuivcinent More than 30 
pcMpie had died in that filing Needless to 
s,iy. the NGOs has 'coiae much lalei. hardly 


two decades ago So. either to have or to 
create the impression that the people’s 
resistance in this part of the state could only 
be possible due to the NGOs is to undermine 
Ihe local people's histone capacity to fight 
their own battles, besides obliterating the 
tradition of resistance to which they belong 
In this c onnection, it is mutcnal to icmember 
that Orissa, in the last two decades, has seen 
quite a lew people’s rcststanc’c movements 
of which the present one against Ihe alumina 
proieci in Kayagada distnci is the latest In 
the eighties the proposed missile test range 
.11 Bahapal could be succcsslully opposed 
and the pt oposcsi aluminium plant ot B ALGO 
.It Gamthamaidan had to he abandoned due 
to the tesislanee from the people In early 
nineties Tatas had to clo.se down their prawn 
ciiluirc protects and withdraw tiom Chilka 
Now '[’ISGO has po.stponed indefinitely its 
steel piojcci at Gopalput In olhci words, 
f liissa has created a tradition of .successlul 
[ample's lestslanec movements lo inspire 
any ongoing ot future movements on its soil 
None ol these movements were ever NGO- 
dependent Al.so no NGO ever claimed any 
ctcdit loi the success ot the movements Not 
did Ihe government create heroes out ot 
NGOs, as It has done now in Kayagada 
The article, and mighlbc (heonginal repoit. 
w ithout any reference to the history ot the 
icsistance movements in Orissa and its 
influence on the prc.sent movement against 
the alumina projects, can serve the NGOs 
as a usetui certificate to ensure the con¬ 
tinuation ol the flow of funds f rum the stale, 
the centre and foreign agencies Bui such 
dependence foi funds is the limitation ot the 
NGOs lo go any distance with Ihe pcojile's 
movement even it the movement reiii.iins 
non violent in character liven a ctiiMiiy 
probe can sliow that the very agencies on 
whit h the Nr»f)s depend foi funds aredirei ily 


onndirectiyinvolvedindispossessingpeople 
from their homes and hearth, their land and 
livelihood Further, as admitted intheaiucle, 
these NGOs work for the participation of the 
tribals in the process of development. But 
when It is increasingly becoming evident 
that Ihe very process of development that is 
pursued is ultimately against the tnbais and 
the poor, one fails to understand how the 
NGOs can reconcile their work for the tnbais 
and Ihe poor with their work of ensunng the 
Inbals’ participation in the process ot 
development To create hope in the NGOs 
as the saviours ot the tnbais and the poor 
IS to create illusion To state the truth, the 
NGOs in Kayagada arc in a fix, while the 
tnbais provide then rfuwns d'etre, their 
survival depends on funding agencies .some 
of which want them to do their onginal [ob 
of sec unng tnhal participation in the ‘pnicess 
of development' by persuading the Inhals lo 
vacate their land lor the ptuposed wholly 
export oiientcd aluiiiiiia plants, the ultimate 
symbol ol development in the distiict 01 
Kayagada which is rich in bauxite lor the 
production of the aluminum, the 21 stccniury 
metal Council lor Sck mI Development, with 
Us cxpctienccd team of rctiicd bureaucrats, 
IS trying to resolve the dilemma ot ‘.he 
Rayagoda-based NGOs, which ii indeed a 
nice gesture within the NGO bmlhcihood 
However, in its emphasis on eollaboralion 
and hcalt hy iclation bet wc^rn the govemmcnl 
and the NGOs, the report wants both p.inics 
to get the message that they aie two sides 
ol the same com But those who know that 
the com has become counterfeit naturally 
would like to look beyond Bandyopodhyay 
and his illustiious teammates can remain 
assuicdthat 'destructivemilitancy’ isnoithe 
onlv way beyond 
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No Second Chance 


T he Decpak Parckh rommittce report on US-64 brings 
into public domain what has so far been known only to a 
lew, though widely suspected by many, the precarious iinan- 
cial po.sitiun of the Unit Trust oi India (UTI), particularly its 
flagship scheme, US-64 The broad contours of the report 
have been known since March Consequently, the full report, 
which was made public by the UTI this week, along with a 
release detailing the steps taken by it to implement the com- 
niittce's recommendations, does not contain many .surprises 
Instead the wealth of detail merely rcinioices the critical need 
a complete overhaul of the functioning of the UTI 
fhe package ol measures suggested by the committee to 
icsiiscitate US-64, while comprehensive, is not without costs 
■ the most immediate being the one-time capital infusion ot 
Ks SOI) ciore by the initial sponsors of tlicTrust as well as the 
cost ol the bailout pac kage Under the latter, shares ot public 
sector undertakings with a book value oi about Rs 4.8(X} crore 
(hut a much lower market value) are to be translcircd to a 
special purpose vehicle (SUS-99) in exchange for intcicsl- 
iH'anng govcmiiient .securities This is expected to help the 
(ITI bridge the shortlall in the scheme’s corpus -estimated at 
Rs 6.6()5 crore at the July 1998 re-purchase pnee ol Rs 13 70 
per unit - as well as reduce the bias in favour of equity m the 
LIS-64 portfolio, thereby insulating it to some extent Ironi 
market volatility.True, all this means a bailout of investors in 
^ ^S-64 by the ordinary taxpayer But as the committee points 
out, “with over two crore unit holders, public confidence 
in the .scheme is a virtual proxy of public confidence in 
the Indian financial system” 

Tins kind of justification for the use of public money to proji 
up I inancial institutions is not unique to India The too-big- to- 
iail aigumcnt was the underlying rationale for using more 
than $200 billion of taxpayer money during the US savings 
and loans (S&L) crisis in the eighties ITic danger, howcvci, 
IS that unless the salvage operation is backed by the othci 
measures suggested by the committee, the present bailout 
will merely end up as aprecur.sor of many others. The dangci 
is all the more since the transfer to the SUS-99, which was 
clfcctcd on May 1, coupled with the rise in the sensex, has 
already brought the NAV of the scheme above par value. 
Consequently, there is every possibility that the other recom¬ 
mendations, prime among which is that the .scheme he brought 
under SEBI's jurisdiction, and become NAV-driven within a 
l|tliree-yeai time-frame, will now be put on the backhurnei. 

This would be an invitation to trouble, since many of the 
prc.sent problems of (he scheme arc a direct consequence of 


llS-64’s divorce from NAV-linked pricing, which, in turn, is 
a fallout of Its lineage Set upunder a special act ol parliament 
in 1964, the primary objective of the UTI was to bring the 
small investor into the capital miuket. which at that time was 
almost primitive. Since small investors were unlikely to enter 
the market unless they were promised an assured return, the 
UTI adopted a conscious policy of protecting the yield to 
investors The policy of trend pricing, wherein the sale and 
repurchase pnee of units hoie no relation to the underlying 
NAV, was a phenomenal .success as tut us increasing the 
corpus of the scheme was concerned TTic latter giew fnim 
just Rs 5 crore in 1962 to Rs 21,738 crore by June 1998 - a 
compound annual growth ol 44 pci cent 
In the process, however, the UTI became blind to the 
dangers of following a dividend distribution policy that gave 
regular returns to investors, regardless ol the ability of the 
scheme to make such payments As long asthc .scheme cut ned 
sufficient income (dividend, interest and piofits iroiii s.ilc of 
invc.stmcnls) to match its dividend objectives, the yields were 
lu.stificd. Unfortunately, the UTI chose to maintain yields 
even when the .scheme did not earn commensurate income 
Faced with severe erosion in asset values and in income 
streams, most recently in 1996 anti 1997. it opted to draw on 
reserves to maintain the rate ol dividend 
Consequently, the UTI found itscll in a bind Foi one, it 
found iLsclf operating something like a pyramid sclicnic 
where new entiants into the scheme subsidised the old so that 
the continuance of the scheme depended on salest i.iisistcntly 
exceeding rcpurchasc.s For another, I (.S-64 became sosynony- 
mous with assured returns that it w.is feared that any hint ot ns 
inability to provide them in future would spark oil panic in the 
market As indeed it did inSeptembcr/Oclobci 1998 when foi 
the first time it was revealed that the NAV ol the US'64 
scheme had tallen b'low par as at the end ot June 1*8)8 The 
Parckh Committee has. therefore, recommended a thoiough 
revamp ol the distribution policy so that the scheme rellfcis 
c hanging market conditions as well as a ma|or rcalloc ation of 
Its asset-portfolio in favour of debt rather than equity 
The UTl's lineage had another disadvantage It was often 
used by the government to pi op up ihc market, as m the davs 
immediately after the Pokhran blast when FTIs sold cn bloc 
Similarly, its large portfolio of illiquid .and pooily perltimi- 
ing P.SU st(ick.s was a direct con.scqucncc of its compulsion to 
support (he govcminent’s disinvestment progianime Hcie the 
committee ha.s rcconinicndcd the creation ol a scpanite as.sct 
mtuiagement company with an independent hoard ot directors. 
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As this would require un amendment to the 
UTI Act, die comnutice has suggested that, 
in the intenm, the existing AMC be re- 
coiLstituted by inducting experts on board 
Among the other recommendations ot 
the committee are siratcgii sale oi 
significant equity holdings by negotulioii 
to the highest biddei and appoininieni of 
separate and indepenileiit teams ot fund 
managers for each scheme, with iiitci- 
scheme ttan.sfeis being cfftited eiilirelv 
on the basis of independent di'cisums of 
these fund managers A jiieiequisite toi 
strategic sales, howceer is giant ot full 
autonomy to the Ull to negotiate .ind 
cftcct sale of shares Conseqiieiitly this 
•suggestion is likely to tcmaiii a non staitei 
till such time as government finds the 
polilu al will to privatise I 'I I As loi the tax 
comessions suggested by the loniiiiitiee. 
these liave laigely been extended in the 
last budget Asaresult I iS-64uli>neamoiig 
mutual funds will qualify toi exemption 
from dividend lax for the next Ihrc-e years 
even if the share of its equity investments 
falls hi'low 50j)crcent This is expected to 
make investments in IJ.S-M attiactive 
enough to offset the downside effect id a 
lowei dividend in future 
The giM af news is that the UTI has begun 
implementing many of the lecoiiunend- 
ations of the Paix'kh Coinmittee It has 
agieed to overhaul Us dividend policy and 
maki' US-64 an N'.\ V-dnven scheme It has 
nMinsiitiited its AMC' and initiated steps 
lot strategic sale of eauily Most important. 
It has expiessed its willingness In suhieil 
itsell to SI'.BI's lutisdiitiun -- a welcome 
shitt ftoiii Its earlier p< isilion that it was an 
altogethei difteient animal andhencccould 
not he siibiecl to SHHI's legulations ioi 
mutual lunds 1'his ileeision .done should 
go lar in bunging about the desited degicv 
of Iranspareney in the Ufl's opei.Uions 
There is no leason why there should be 
one set of rutes foi all olhei iiHiliial lunds 
and ail altogether dif let ent set lot the l.ugesi 
ot them ull flic LH'I seems to have 1 iiially 
accepted the logic ol this as well as ol Ihe 
w aniing that 1 1 it d(<es not, thei e may not he 
a secoiuh hance And that alone should do 
wondeis for ihe scheme 

1»C»L11 iUS 

‘Foreign Hand* Again 

THhcontroveisy over whethei Congiess 
piesidcnt .Som i (iandhi's foieign origin 
disqualifies het lor holding office as prime 
minister laisc'. a number of issues Of 
tfiese. Ihe one wiili immediate operative 
signiticaiicc IS the substantial electoral 
advantage that at. cruc. to the BJP Others 
relate to Ihe weal ncs>es ol the Congress 


I22S 


a.s a political oiganisation, alienation of 
the political class from the problems of 
the people and the validity of the Consti¬ 
tution's refusal to distinguish between 
dillercni classes of citi/ens while speci¬ 
fying eligibility for political otiicc 
The example hxs been cited of countnes 
like the I I.S whose eonslitulions expressly 
hui anyone but a natuial hoi n citizen from 
holdine the highest political office In 
coiitiast. any citi/cn of the prcsciibcd 
minimum age can hold piditical olfice in 
India The Con.stilution docs not diflercn- 
liaie Indian citi/cns into diffeient classes 
with dilleieni kinds and degrees ol rights 
And rightly so India is a nation of multiple 
identities, which centre on caste, religion, 
language. legion. ethnic affiliation, polili- 
cai affiliation and so on Ceitain identities 
.lie divisive and weaken siKial haimony 
They have to be undermined through 
sysiemie means, although theic is no con- 
sen. us on what precisely tlie.se means .ue 
Kui It IS clear that to disrnlranchr c any 
iileiUity to any degree is to aecenluate 
lathei than solve the problem India laii 
reinatii united as a nation only by accord¬ 
ing equal status and equality ol opportu¬ 
nity to eveiy citi/en To negatively dis- 
eiiminate between one Indian and the next 
IS lo teed national schism It is not sur- 
pnsing that the K IP is in favour o< partially 
diseiilratic losing one category ot citizens, 
namely the foteign boni ones who have 
adopted India as their nation by clume 
The founding inspiration for the BJP was 
the desitc to establish the Hindu idciitiiy 
as the predominant identity and to make 
all other ulentilics subscivicni to this 
'predominant identity To deny equal tights 
to certain i ias<cs ot citi/cns comes natu¬ 
rally lo the BJP 

Tlieio IS another reason why it makes 
little sense to disqualify loreign bom 
Liti/ens toi political ufliee Ultimately. 
Icadei s ai e made and unmade by Ihe pi'ople 
Political olliec is something that individu¬ 
als hold on the basis ol the peopic'.s 
mandate h stands to reason that just any 
Imeignei who takes up Indian eiti/.ei)ship 
will not leceive the popular mandate to 
become piiine minislei Once Sonia 
Gandhi ha' tven projected by the Con¬ 
gress as Its candidate for prime minister 
- and she was. in the wake of the Vajpayee 
govemnii iit’s lull - whether or not the 
Congress gels enough .scats in the Lok 
Sahha toi iis leader lo become the piinie 
minister dcpi-nds, along with olhci con¬ 
siderations, on the people's opinion on her 
suitability lot holding that ulficc It the 
people cannot stand a foreign bom person 
becoming then leader, they would not 
vote the Congress to power The BJP and 
Its allies should be happy at the piospcct 


of the CtHigress projecting Sonia Gandhi 
as its choice for prime minister if Biey 
really believe their own claim that patri- 
ouc Indians find unacceptable the thought 
of a 'foreigner' becoming their leader. 'The 
BJP's proposal to amend the Constitution 
lo disqualify foreign-bom persons for 
political office reveals a deep suspicion 
about the patnotic credentials of the Indian 
people. 

By positing the alienness of the Con- 
gre.ss candidate for prime minister as the 
foremost i.vsue in the forthcoming elec¬ 
tions. politicians declare then own alien¬ 
ation from the basic concerns of the people. 
People who go to bed with an even chance 
of being roa.sted alive in their huts because 
some casicman has challenged the 
su7.eraitity ol the IcK'ai landlords, police¬ 
men who liKik on with approval as caste 
panehayats pronounce the death sentence 
on young men and women who had Ihe 
tenrerity to marry acniss the caste divide, 
piogressive deterioration of the state 
machinery into a corrupt obstnietcr ol 
whatever pi’opL* w'ant to do to belter Ihcir 
lives, peivasive lack ot accountability in 
tne goveiiiiiu'ni and the corporate sectoi. 
paiK ity ol infiasinii lure, paueilv of policy 
that would vieule mliastruviure Is (here 
a shortage of real issues tor political 
mobihsalion iii ihis umntrv'' 

1 he f'ongress, ol louise. cannot afford 
to wait lot the people's vcrdiit lo judge 
the .suitability ol a one-time foreign na¬ 
tional to head its government II the paity 
leels ihul ii would sutler cicetorally by 
positing Sonid Gandhi as its future pnme 
minister, it has to make amends before the 
campaign starts So Pawar and company 
weie pel Icctly entitled to laise the .subject 
in the paity's decision-inaking fora. The 
tact ihal the Congiess has ie.spondcd with 
withdrawal by the leadct, hy.steria by the 
test and expulsion ol those who dared 
question tlie high command s.»ys a lot 
about the slate ol ttie party It ceased to 
he an organising framework lur marshal¬ 
ling a coalition ot broad-based, regional 
and sectional interests to achieve a com¬ 
mon goal evci since Indira Gandhi made 
It i nto an appendage ot the high command, 
identified with the Nehru-Gandhi fariitly. 
1'he substitution of laith in the dynasty for 
inner party democracy as Ks internal 
working principle converts difference of 
opinion with the leadcrsmp into nothing 
less than sacrilege When .such .sacrilege 
IS serious enough to provoke the deity to 
walk out of the temple, what can the iailhlul 
do except break out into hysterical acts of 
propitiation and wreak revenge on the 
apostates'.’ 

The response of the Congo .ss Party to 
the crisis arising from three senior leaders 
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questioning the leader has effectively 
destroyed its basic campaign plank in the 
forthcoming elections- the claim that the 
Congress is the party of stability. This, 
rather than the desertion from the ranks 
iollowing on the expulsion of Pawar, 

. Sangma and Tariq Anwar must be seen 
to be the principal debility suffered by the 
Congress from the loreigncr episode. 
Sangma and Tanq Anwai arc incapable 
of doing much damage electorally. Pawar 
IS likely to walk away with the Congress 
base in Maharashtra so comprehensively 
as to (yfler no succour to the BJP-Shiv 
Sena combine. It would not be surprising 
if Paw ar finds, when he surveys the political 
landscape after the cicclions. the Congress 
lo be the best bet to ally with, directly or 
through the so-called third Irani No, the 
damage to the CongFc.ss is not that it cannot 
louni on the support ol MPs from 
Maharashtra after the elections Rather, 
the damage is the undermining ol its basic 
appeal, of its ability to provide stable 
government The gainer, obviously, is the 
If JP and its National Demixiratic Alliance. 

IMP C50I.n 

The Euro Link 

,4 correspomlent wnte.\. 

COULD there be a connection between 
the agreement anxing the Cimup of 7 (G-7) 
industnal countries lot putting on sale a 
part of IMF's gold holding and the depre¬ 
ciation in the market valuation of the euro 
- tlic common currency of the Hurapean 
Union that came into being tram the 
beginning ot January this year- by almost 
12 percent over the past couple of months'^ 
It IS well known that whenever in the past 
the quest lon of selling IMFgoId was raised, 
Germany was one of the countries along 
with other European countnes that strongly 
opposed such sale But now that Germany 
and other Eurapeun countries are willing 
to go along with the G'7 proposal on IMF 
gold sale, the above question does become 
relevant. It is well to remember in this 
context that Germany along with France, 
has been one of the strangest backers of 
the euro. Also whether ot not tt was a 
publicly stated objective behind the intro¬ 
duction qf the euro as the common cur¬ 
rency of the European Union, no secret 
was made in public discus-sions on the 
subject of the expectation that euro, like 
the US dollar, would become a global 
re.serve currency which central banks the 
world over would want to accumulate as 
part of their foreign reserves. 

Gcrmany’.s opposition in the past to the 
sale of Ih^ gold was possibly motivated 
by Its concern that a decline in the IMF’s 


gold-holding through sale or otherwise 
would not only weaken the SDRs, the 
reserve currency issuable by the IMF. tnit 
also other reserve currencies like the 
German maik relative to the dollar. With 
the introduction of euro the European, 
paiticuiarly German, approach probably 
has changed. It is no longer of concern 
to the Europeans what happens to SDRs 
If anything they would like to see SDRs 
to be put permanently on hold. Instead 
they would like to see the euro become 
acceptable as a reserve currency, even if 
as second fiddle lo the dollar to start with. 
Viewed in this light it is quite understand¬ 
able why the Europeans would now he 
even keener than the US fur the IMF to 
be divested ol as much ot its gold as 
possible That would erode the credibility 
ol the SDRs I'hc tact that the euro has 
suffered a temporary .setback in recent 
weeks through its depreciation against the 
dollar would make the Europcaas hack 
even more stiongly the proposed sale of 
IMF gold. 

The dollar today accounts for a.s much 
as two-thirds ol the iorcign ie.scrves held 
by central banks or national monetary 
authorities The hope ol the Europeans is 
that since their trade among themselves 
and with the rest of the world amounts to 
over 40 per cent ol world trade, the euro 
would ultimately be the unit of account 
tor at least 40 pci cent ol world trade, 
including tiadc within Europe That being 
go. It IS natural also to hope that to that 
extent the cum would become the global 
re.scive curreiiiy along with the dollar 
The greater the trend in this direction, the 
stronger would the euro become in the 
exchange market 

So far the dollar had only weak com¬ 
petitors in currencies like the ^rman mark, 
the French ftanc and the Bnti.sh pound. 
Hie SDRs wcic always kept within very 
stnet limits and in this the European stance 
worked to the dollar’s advantage Now. 
with the emergence of the euro, the op¬ 
position to SDRs has become consoli¬ 
dated That possibly explains the agree¬ 
ment on the .sale of IMF gold. 

ISRAEL 

Not by Faith Alone 

IN a secular hackla.sh against the ortho¬ 
dox, I,abnur leader Ehud Barak has won 
the prime ministerial election in Israel, 
polling more than 56 per cent of the vote 
Israeli voters have rejected the hardliner 
Likud prime minister Binyamin 
Netanyahu However, Barak’s party. One 
Israel, has won only 27 scats in the 120- 
member knesset Likud has 19 seats and 


the ultra-orthodox Shas has 17 seats. But 
the succe.ss of other secular parties means 
that the new prime minister may be able to 
form a secular coalition without needing 
the support of any ot the ortluxlox parties. 

As in many parts ot the woild now¬ 
adays, in Israel too there was little to dis- 
lingui.sh the cconomii policies of the two 
main contenders On the Palestine issue 
Ux>, Israeli voters felt that whoever came 
Ut power, an agreement with Palestinians 
and even statehood lor Palestine was in¬ 
evitable. These, then, were not the issues 
that decided the vote. It was the rising 
power of orthodoxy that brought out voters 
in favour of the .secular parties This is the 
reason forthc succcssni parties like Shinui 
(six .seats) and Merct/ (10 .seats) 

Since the formation ot the country in 
I94X, Israel has seen parties split and 
coalesce again and again. In the early 
years .socialist and non-socialist .secular 
parties were evenly matched, and together 
dominated the politics of the country. Ovc 
lime, immigiation from Arab countries 
shifted the balance in lavoui ot the right 
The divide between the Ashkena/.i (those 
who came from the west) and the Scphardic 
(thoso who came ln>m west Asia oi North 
Africa) sharpened Ethnic minonlKs vot¬ 
ing en bloc came to decide the outcomes 
of elections This time it was the Russian 
immigrants who tilted the balance m 
Labour's favour 

The Russians who have come into Isi ael 
during the past decade have had a raw deal 
under the orthodox laws regarding mar- 
iiages.convcisioiisandciti/enship. While 
Likud remained allied to the orthodox 
panics, the immigrants from Russia. IS 
per cent ol the population, were not likely 
lo vote for it, even though their pany was 
earlier Likud’s coalition partner and they 
remain sympathetic lo its 'strong' policies 
on Palestine Barak made a deal with the 
Rus.sians' party, Yisraci Ba’aliya, by 
promising them the inienor ministry He 
also distanced himsclt from the orthixtux 
parties, expressing his opposition lo the 
privileges granted to them. 

The .sole Arab candidate, Azmi Bishara, 
withdrew his candidacy, ensunng that the 
Arab votes would go lo Barak. Anuthei 
candidate. YiUak Mordcchai, aLso with¬ 
drew, again benefiting Barak 'i'hc third 
candidate to withdraw was Benny Begin, 
who was and is bitterly opposc'd lo any 
negotiations with the Palestinians The 
fact that his party has won only four scats 
shows that his views do not find favoui 
with many voters 

Barak now faces the task of forming a 
coalition government and deli venng peace 
with the Palestinians and a more .secular 
society within Israel. 
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CURRENT STATISTICS 


EPW Research FooadatioB 


Griiwth m induMnal prtxlucUon fell to a meagre ^8 per cent in 1498-99 agaimt 66 per cent m 1997-98 The ahaipeii aetbick waa m the mming aector 
wiiHh dri'lined by 1 7 pet cent, while riecincily grew by 6 5 per cent In the uxe-baM’d claasification, the capital goods sector registeied an impieaatve 10 2 
pel cent grtiwih Maith &aw an upturn in exports with a growth of 4 8 per cent, but total exports in 1998-99 ui dollars declined by 3 9 per cent Import 
growth was ivstrained by a 22 6 per cent dccliiw in POL imports following the drop m miemotional oil pncea Non-POL imparts rose by 10 3 per cent 

Macroeconomic Indicators 


Index Numbers at Wholesale t 
Prices (1981-82 = 100) 


All Coroinodities 
Piimary Aitiiles 
Puwl Articles 
Noii-Focxl Aniclcs 
hutl. Power. 1 ighi and Luhncanls 
Manufaciured Prndusts 
Pood Products 
Food Index (Loniputrd) 

All Coniinoditics twreUy -iveragc basis) 
(April 3-Ma> i. 1999) 


Cost of Using Indices 


Induslridl Worhris 1 1982= i(n) 

Uiban Non Man l-jiip (1984-8^=100) 

Agri I ah (1980 87= 100) (Link tdcliH t 89) 


Money nnd Banking (Ks croie) 


Weights 


SUil 

•tesi 

_Yanmon (F 

MonUis_Fiscal Ye 

Previous 1999-2000 

'erCenD.P 
ir .So Far 
1998-99 

oint-to-Poii 

1998-99 

11 

1997-98 

1996-97 

1995-96 

3 7 

65 

05 

18 

SO 

53 

69 

50 

51 

9 1 

02 

4 1 

93 

55 

70 

54 

62 

10 5 

1 4 

67 

II 7 

40 

96 

98 

42 

76 

-2 9 

01 

75 

85 

.15 

-19 

27 

89 

29 

-1 0 

-1.2 

11 4 

16 9 

37 

30 

42 

01 

09 

38 

40 

49 

50 

4 t 

6 1 

neg 

07 

49 

55 

14 1 

-07 

56 

9 1 

09 

47 

95 

4 5 

II 1 

63 

67 

47 

4 1 

58 

69 

48 

64 

78 


Lsitest 



Month 

t)ver 

Mimth 

1998-99 

414 0' 

-02 

89 

140(1' 

* 

90 

296 0' 

-0 1 

88 


V aiijiion (Per Cent) Pomt-to-Point 

Full hst al Yeai _ 

1996-97 I9‘»'> 96 I 994-9S 




M<MH.y Supply (Mt) 

Currency with Public 
ITcposii with Hanks 
Nci Bank ( ledil lo Govt 
iliinl C rrdit lo ( nininl .Sri lor 
Nel loreigii lAiliangc Asuis 
Reserve Money I Apiil 10) 

Nii RKI Cirilil to Ceiiln: S 
RHI C'rcriii hi Hks/Coniiii Scclnr 
Scheduled ('oninum lal Banks 

I)C|KISllS 
.\ds jiicrs 

Niw-T iKxl Adv.UK es 
liivi stniriils I lix .SI R piiiposcs) 

( oiniiii n ijI liuesliiicius and 
bills lediscMunhd with FIs 
(" ImludesRs I7 94S inae I'n aiiuunl 
wtaiMlv It 7iKTienl .aal IsOptricnl 


Index Niunhvrs nf Induslniil 
Pniductimi 1199.1-94=100) 


April 21. 
1999 


99|712i«> 
179469 
809064CIO 
189972 
488122 
149816 
261297 
1S6724 
24612 

727‘)2'>w 

169*113 

349811 

265861 


Over Month Over Yeai 


_ Vanatiun _ 

_Fiscal Year So Far 

1999-2000 1998-99“ 


16512(1 7) 
8810(5 21 
8667(1 I) 
11787(1 81 
5121(1 I) 
5414(1 8) 
5171(2 0) 
6479(4 1) 
960(4 II 


I5<X)24(I7 8) 
24714(16 0) 
124589(18 2) 
61065(18 I) 
57424(1.13) 
22951(18 I) 
14991(15 .1) 
15977(11 4) 
10717(77 2) 


291.5(04) 116649(19 1) 
-8ncg 48116(15 0) 
-1782(-l II 41191(111) 
1516(1 3) 14584(15 0) 


l7404(l 8) 
9.1.50(5 5) 
8667(1 I) 
14607(1 8) 
1180(0 3) 
1203(0 K) 
4077(1 6< 
11.108(7 8) 
-81.5<-11) 

10651(1 5) 
191(81 I) 
663(0 2) 
11744(4 6) 


14499(1 8) 
8711(60) 
681(81 0) 
7216(2 2) 
-l840(-04) 
115(0 2) 
1902(0 8) 
7111(5 1) 
l.t67(-8 9) 


147119(178) 
2411.5(16 5) 
'227120 8 I) 
51674(16 24) 
54204(12 5) 
22064(17 4) 
128180 4 5) 
11799(90) 
10205(66 8) 


125161(17 9) 
11917(10 5) 
11109<)| 19 6) 
41971(14 5) 
5641105 0) 
21072(20 0) 
264170 3 I) 
12915(10 7) 
2029(15 1) 


97841(16 2) 
1.3829(11 7) 
84162075) 
1084002 0) 
31659(9 21 
21156(28 4) 
.5527(2 8) 
1914(1 6) 
l5557(-54 0) 


58660 0) III86I085) 99alltl97) 717800 6 5) 
2502(-08) 41924029) 45677064) 24187(96) 

-2916( 0 9) 17591(12 1) 40790(15 1) 265800 0 9) 

12.574(5 7) 154140 6 2) 28192(14 8) 2.571105 6) 


489*16 25.5(05) 16719(51 8) 2.55(05) ml 16549(514) 12651(64 7) 4168(27 1) 

111 pnxeeds (nun RIBs since August 28, 1998, excluding them the year-nn-vear and the 1998-99 final yeai growth id money supply 
respeiuvelv I Aewnc, haidi dcprsils wiihoui RIBs giew by 16 2 per i nil and 15 5 per lenl, nspixlively $ nRei chaure of govt au.ounLs 


March_Full 

Weights 1999 1998-99 1997-98 l9%-97 1995-96 1994-95 


(icneral Index 

100(8) 

Mining and (duairying 

1047 

MaituTdctunng 

79 16 

Fk'ctricity 

1017 


1 

' 1998-99 

Full 

1997-98 

Fiscal Year Avci 
l9%-97 

1995-96 

1994-95 

1 142 8(18) 

117 6(6 6) 

i;!X5.5) 

1221(12 8) 

108 4(8 4) 

) 120 3(-I7) 

122 4(5 9) 

ll5 6(-2 0) 

117 9(9 6) 

1076(7.6) 

' 1461(4 1) 

1406(6 7) 

111 8(6 7) 

121.5(13 8) 

108 5(8 5) 

1.184(6 5) 

1100(6 6) 

121 9(19) 

117 V8 1) 

108 5(8 5) 


Capital Market 


May 14, 
19')9 


Year 1999-2000 So Far 
Ago Trough Peak Trough Peak 


HSL Sensitise Inilvs (1978 79sl(X)l 
B.SF.-I(XI (I981-84=I(X)) 

H.SF-2n() (1989 <Xl-1(K» 

S and P CNX-50 (Nov 1 1995=10001 
Skindia OUR IndrKiand, I995>^I(X10) 

4075(4 6) 3157 
1749(1.8) 1459 
195(1 5) 114 

1165(4 1) 969 

77?(- )0 1) 5‘)7 

1898(4 2) 
1719(63) 
1X'»(6 9) 
1119(74) 
859 

3245 4075 2783 
1409 1749 1242 
322 394 289 
931 1165 812 
581 HOi 515 

4281 174{K-3 9) 

1890 l65l(-2 7) 

429 380(0 8) 

1213 l078(-3 5) 

1015 6S3(-30 5) 

3893(13 8) 
1697(159) 
377(14.9) 
1117(154) 
940(1 1) 

336t(-0 2) 
I464(-S 5) 
328(-50) 

968 

930(-44) 

Foreign 1 rude 

March 



Full Fiscal Year 




1999 

1998 <)9 

1997-98 

1996-97 

1995-96 

1994-95 

1993-94 

Lxpons Rsemre 

14414 

141604(8 8) 

IK)I0I(9.5) 

118817(117) 

106.35.3(28 6) 

82674(185) 

69751(299) * 

US % inn 

.1396 

11611( 39) 

14976(4 5) 

.33470(5 3) 

31797(208) 

26330(18 4) 

22238(200) 

liiipurts Rs ciiire 

15185 

176099(14 2) 

.•4176(110) 

138920(13 2) 

I2267K(.36 3) 

89971(23 1) 

73101(15 3) 

US 5 mil 

577 

41802(09) 

4'449(5 9) 

39132(6 7) 

16678(28 0) 

28654(229) 

2.3306(6 5) 

Non POI US 5 mil 

2984 

15928(10 3) 

12562(11 9) 

29096(-02) 

29152(28 3) 

22727(295) 

175.52(112) 

Hal.ince nt Trade Rs crot,’ 

-771 

-14495 

-24076 

-20102 

-16.125 

-7297 

-.3350 

USSina 

-182 

-8188 

-6472 

-5663 

-4881 

-2324 

-1068 


May 7. 

May 8, March 11, 


Vanaiion Over 



Foreign Lxeuange 

logq 

1998 1999 

Mnnlh Year Fiscal Year So Far 

1998-99 1997-98 

1 

1 

i 

Kescrvck lescludmg gold) 



Ago Ago 1999-2000 1998-99 




Rs ciorc 

128149 

101516 12.5446 

1644 24833 2903 1005 

22935 22137 

21649 -7302 18402 

US 3 inn 

.KX)21 

26008 29510 

.336 4013 493 .32 

3554 3607 

.5243 -.3690 .5640 


.Vai. I (i I Superscript i -imerul denotes month to which figure relates, e g, supencnpl 1 stands for March, (ii) Figures in brackets are pereentage vanauons over the specified 
or ovnihecoinpuratilr period ot die previous year na not available neg negligible * unchanged 
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COMPANIES 


EPyV Research Foundation 


KANORIA CHEMTCAIJS 

Excess Capacity 

CALCinTA-B ASED KanonaChcniK als 
IS engaged in the nianufaetun* of otganic 
and inorganic chctniLals and posiKtdes, 
which include caustic soda (also by- 
pioducLs liquid chlorine and hydi<K liloric 
acid), pcntacrythritol, lindane, <>table 
bleaching powdei, lorinaKIchyde and 
others Apart fnnn this, it is also engaged 
ill power generation at KenuktHit With a 
view to concentrating on its core business, 
(he company has tiaiislened its textiles 
division to another group company called 
Nav-Jyoti Invcstiiieni and Dealers, whish 
IS now primarily engaged in the niiuiulac' 
turc and exfiorl of tabnes 

The continued recession in the chloi- 
caustic segment affected Kanoria Cheiiii 
cals' periomiance in 1997-98. While net 
sales remained virtually stagnant, the 
company’s bottomline was lower by 6 4 
pel cent ovei 1996 97 Though operating 
profit did inerea.se by 4 .*! per cent over 
the same periiMl, this was more then of Iset 
by the steep increase in interest charges 
(up 3S 7 percent) and dcprei lat ion (higher 
by .30 per cent) With caniings pci shaie 
declining from Ks 10.1 last year to Ks 9 4. 
the company decided to cut disidend 
from 3^ per cent to 25 per cent Its st«x.'k 
presently quotes at around Rs 15 on the 
bourses, di.siounting ns 1997-98 earnings 
by a mere 1 6 tunes, icllccting the poor 
lancy tor the company's shares m the 
market 

Excess domestic capacity coupled uith 
low import taritls continued to lesult in 
depressed prices in the local t.lilor-alkali 
markets Production of caustic soda at the 
company's chlor-alkali plant was lower at 
.50,076 tonnes as compared to ,50,282 
tonnes produced in the previous yeai. 

Duiing the year under review, prcxiuc- 
tion of aluminium chloride re-commenced 
after the company overcame initial teeth¬ 
ing pioblems Pnxluttion and .sale of the 
same weic expected to stabili.se and higher 
capacity utilisation was expected during 
the full year 1998-99 The power genera¬ 
tion division which was commissioned in 
Apnl 1997, functioned erratically and 
major technical modifications had to be 
earned out As a n'sult. it began ninning 
smoothly only from November 1997 

Apparently, the cost ol generation of 
power at the ctimpany's 25 MW state-ol- 
thc-aft. coal-ba.sed thermal power plant is 
significantly lower than the tanff charged 


currently by the UPSEB. This division is 
expected to contribute in suh.stantial 
mea.suic to (he cum|)any's bottomline in 
the coming years, more so siiii c the profits 
earned from this division will be 100 per 
cent exempt fiom income lax foi a period 
of five years and exempt also from mini¬ 
mum alternative tax 

Kanoria Chemicals now plans to further 
expand its lindane manulactuting capac¬ 
ity keeping in mind the increasing demand 
in the domestic market In order to utilise 
the bio-gas generated from (he effluent 
treatment plant of its distillciy. the com¬ 
pany also planned to set up abio- gas based 
power plant with an lastallcd capacity of 
2 MW in 1998-99 

KAl-YANI STEELS 

Hii by Recession 

A part of the Kalyani group ol companies, 
kalyani Steels is a i*une-based company 
engaged in the manufacture ol mild steel, 
carbon/alloy steel ingots and billets The 
recessioiiaiy trends which dominated the 
industnal scenano at tected the company ’ s 
perf Ol malice drastically in 1997-98 AI all 
in demand loupled with the surplus ca¬ 
pacities put severe pressun.' on margins in 
the indu.stry as a whole Tlie general slow 
down in the economy has affected core 
infrastructure scclois adverstdy and (he 
company was a victim of this trend Key 
consumer industiies like automobiles 
showed a lack of demand and ancillaiy 
industries like toiging, bearing and auto 
components were forced to reduce (heir 
supplies, which ad vctscly affected the .steel 
imlusirv Morcovci, the government cur¬ 
tailing expenditure only added to its woes 
since rcquiiement of steel was lower 

While the company's net sales declined 
by 23 4 pel cent, operating profit fell by 
.t6 6 pei cent over 1996-97 Only a sleep 
(all in interest charges (down 60 7 per 
cent) and a lower depreciation provision 
(down l.l per cent) helped the company 
post a highet bottomline. Con.sequently. 
net profit rose by 33 per cent during the 
.same penod 

Refkcti.ig the jioor operating perfor¬ 
mance ol till- company, it decided to cut 
the dividend late from IS per cent last 
year to 10 per cent Investors prclerred to 
wait and watch with the price hovering 
lUst above par at Rs 12, discounting its 
1997-98 earnings by a mcie 5.1 times. 

During the year undei review, the 
company's new integrated steel plant under 


12)2 


the mini blast tumace route commenced 
Its first stage of pniduction when the mini 
blast furnace to manufacture hot mctal/pig 
inm was commissioned. The plant has 
bei'.n .set up at Ginigcra in Karnataka, in 
.strategic alliance with Kalyani Ferrous 
Industries and Mukand While this plant 
will cater to the requirements of carbon 
steel and low alloy steel, the company’s 
Mundhwa plant will be utilised for manu¬ 
facture of high value added speciality steels 
like tool steel, die steel and stainless steel 
since speciality steels letch a much higher 
price in the market. The company has 
already entered into a joint venture agree¬ 
ment with Carpenter Technology Corpo- 
ratioii (CTC), US, lor the manufacture and 
marketing ol speciality steels. 

The .said joint venture entails transfei- 
iing the company's Mundhwa plant to 
a separate company called Kalyani 
Carpenter Special Steels While Kalyani 
Steels and its subsidianes will hold a 
controlling 74 per cent of the new 
company’s capital, (HX’ will siibscnbe to 
the balance 26 per cent. According to the 
joint venture agreement, anothei company 
christened Kalyani Caipcntei Metal C'cn- 
Itcs will be promoted to Icxik aftei the 
markcling and distiibution ol the licen.scd 
products in Indri While (he Kalyani group 
will have a 49 per cent stake in this 
company, C*1X' will hold the balance 51 
per cent 

IVP 

Product Diversification 

Formerly known as Indian Vegetable 
Products, IVP IS engaged in the manufac¬ 
ture of vanaspati and vegetable oils, 
foundry chemicals, industrial ceramics, 
spark plugs and silicon-based products. 
Despite being a market icadet in many of 
Its products, the company has maintained 
a low profile It began its operations 68 
years ago as a pan of the Tata group of 
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Kanoria 

Chemicals 

Kalyani 

Steels 

IVP 

Financial Indicafons 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

Incomc/appraprialions 
^ 1 Nel sales 

21851 

21898 

16239 

21204 

28037 

27637 

2 Value ot production 

21712 

21617 

16248 

210.30 

280.35 

27712 

X ()thei Intonie 

410 

383 

34 

93 

148 

172 

4 Total imome 

22122 

22000 

16282 

21123 

28183 

27884 

5 Raw materials/sioies and 
spares consumed 

6430 

6711 

8092 

10776 

8677 

9090 

6 Other mnnufactunng expenses 

6395 

6251 

.3010 

3.316 

I6I77 

1.5013 

7 Remuneration to employees 

1566 

1564 

1125 

1061 

629 

634 

8 Other expcnse.s 

3077 

3022 

1278 

1593 

808 

1185 

9 Operating piofil 

4654 

4452 

2777 

4377 

1892 

1962 

to Interest 

2099 

1547 

439 

1116 

478 

579 

11 fi'wrr piofil 

2624 

2711 

2028 

1718 

1.381 

1309 

12 Depreciation 

10.37 

798 

1043 

1055 

106 

97 

13 1‘iofit before tax 

1.587 

1913 

981 

660 

1275 

1212 

14 Tax provision 

II 

230 

10.3 

NA 

440 

540 

1S Profit after tax 

1576 

1683 

878 

6<i0 

835 

672 

Hi Dividends • 

460 

645 

497 

586 

228 

182 

17 Retained profit 

1116 

1038 

.381 

74 

607 

490 

I,l8bUilics/asscls 

IX I'aid-ap (.npitiil 

167.3 

1673 

4509 

.3509 

1033 

10.3.3 

19 Reserves and surplus 

14595 

16139 

25883 

25908 

2784 

2213 

20 Long-lcim loans 

14101 

12304 

18915 

17735 

2029 

1177 

? 1 Short-term loans 

1793 

2962 

3051 

5381 

2029 

1810 

2? fM whitli bank horrowings 

T'X Ciioss fixed assets 

179.3 

2502 

2851 

4631 

1978 

1810 

372(*7 

37816 

27010 

24496 

3529 

3148 

24 .Siiuinulated depreciation 

8.385 

8667 

5597 

4769 

1.396 

1271 

2S Inventories 

1948 

2481 

2269 

2493 

48X3 

4008 

2h Xolal asscts/liabililies 

36204 

.38345 

63060 

663 35 

12036 

10430 

Misiellaneous items 

27 hviise duly 

2935 

3157 

2311 

3019 

1029 

1042 

2K (itoss value added 

6254 

5596 

3294 

2365 

2473 

2479 

29 Int.il foteign csihant'c income 

233.3 

3^22 

32 

19 

72 

89 

to fotal loreign exchange outgo 

529 

349 

1277 

1425 

1108.3 

14822 

Key flnaiKial and performance ratios 
it fumovet ratio 

(sales lo total assets i (H ) 

60.36 

57 11 

25 75 

31 97 

232 94 

264 98 

32 Sales t.i total net assets (%) 

67 94 

06 20 

31 02 

40 36 

355 57 

443 40 

33 fiross value added to 
gross fixed assets (‘,<) 

16 78 

14 80 

12 20 

9 65 

7008 

78 75 

34 Return on investiiicni 

(gross profit to total assets) (%) 

7 25 

7 07 

3 22 

2.59 

n 47 

12 55 

33 Gross {i.otit to sales 
(gloss maigin) i%) 

V> Operating profit to sales t%) 

1201 

12.38 

12 49 

8 10 

4 93 

4 74 

21 30 

20 33 

17 II) 

20 64 

6 75 

7 10 

.37 Piofil before tax to sales |9f.) 

7 26 

8 74 

604 

3 11 

4 55 

4 .39 

3X Tax piovision lo 
profii bclore tax |3() 

0 69 

12 02 

10.50 

0 00 

.34 51 

44.55 

39 Profit aftci tax to nel worth 
(return on equity) ('4>) 

9 69 

9 45 

2 89 

2 24 

21 82 

2070 

40 Dividend (%) 

25 <M) 

35 0(1 

tO(X) 

15 00 

20 00 

16 00 

41 baming per share (Rs) 

9 42 

1006 

2 37 

1 89 

8 08 

6 51 

42 Rook value per share (Rs) 

90X9 

84 20 

96 02 

96 10 

32 90 

27 03 

43 P/E ratio 

1 59 

NA 

5 07 

NA 

6 19 

NA 

44 DcbtHM)uily ratio 

(adjusted foi revaluation) (%) 

92 73 

87.34 

62 24 

60 29 

.59 69 

42 16 

45 Short-temn bank borrowings 
to inventories (%) 

92 04 

103 26 

125 65 

185 76 

40 51 

45 16 

46 Sundry cicditors to 
sundry debtors {%) 

120 48 

131 40 

2* 75 

22 30 

91.90 

97 06 

47 Total lemuneniiion to employees 
lo value added (%) 

25 04 

27 95 

34 IS 

44 86 

25 43 

25.57 

48 Total remuneration to employees 
to value of production (9h) 

721 

7 24 

6 92 

5 05 

2 24 

2 29 

49 Grass fixed assets foi motion (9(>) 

-1 45 

20.85 

10 26 

12 31 

12 10 

7 48 

ll'i'! Growth in inventories (%) 

-21 48 

-6 52 

-8 99 

-18 74 

21 83 

52 80 


NA means not available 


companies and was later acquired by the 
Allanas in 1983. 

Apart from exporting a wide range of 
products including castor oil and its deri¬ 
vatives, soyabean and sunflower extrac¬ 
tions, coffee, pioccsscd ftXKi.s, onions, 
engincenng goods, foundry chemicals and 
industrial ceramics, the company has 
emerged as the largest importer of edible 
nils in the country since it started import¬ 
ing the same a tew oi years ago 

In 1997-98 the company saw a mixed 
performance on the rinancial front While 
net sales increased marginally by I S per 
cent over 1996-97, operating profit de¬ 
clined by 3 6 per cent over the same penod 
However, a sharp fall in interest (down 
17 4 per cent) and tax provision (lower by 
18.5 percent) helped the company post 
a 24.3 per cent increase in its bottomlinc. 
With earnings per .share rising from Rs 6.S 
la.st year to Rs 8.1. the company decided 
to raise the dividend rate from 16 per cent 
to 20 per cent - completely ignoring its 
lower operational profit The aimpany’s 
equity share presently quotes at around 
Rs 50 on the bourses, discounting its 
1997-98 earnings per .share by 6.2 times 

The company carries out research and 
development with the focus on product 
development, import substitution, tech¬ 
nology upgradation, and optimising on 
raw material cost. It has made efforts in 
product diversification into industrial 
ccramic.s, phenolic resins, plasticisers and 
silicons The company claims that it is 
enjoying the benefits of these activities in 
the form of improved yields, higher effi 
ciency, product improvement and import 
substitution. For its spark plug division 
IVP has a technical collaboration with 
Magnetti Marelli SPA of Italy, a part of 
the Fiat group, which enables introduction 
of latest technology, a high quality and 
high performing product which is suited 
for the new generation of automobile 
engines in the country. 

rVP now plans to further diversify into 
.silicon-based products and is reportedly 
scouting for an overseas technical colla¬ 
borator It IS also investing in advanced 
. eramics and speciality chemicals, the idea 
being to insulate itself from any future 
shocks or downturn in any one area of its 
business. 

Meanwhile, for the first three months 
of 1998-99, the company performed well 
by notching an increase of 113 per tent 
in sales over the corresponding period 
last year Though interest and deprecia¬ 
tion were higher by 19 2 pci cent and 
18.5, respectively, the company’s bottom- 
line rose by 51 per cent over the same 
period. 
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COMMENTARY 


Economic Policy: ‘Stray Thoughts’ Again 

Madhav Citidbolr 


The loud thinkinf^ by finam e nnnistet Yashwant Sinha at the annual 
sesKum of the CTl last numth on .so-called .second-generation 
economic reform.\ falh tn the latcgory of '.stray thoughts' made 
Jamous by the lute Indira (iandhi The country's economic progress 
has in the past paid dearly for .such facile and platitudinous 
pronouncements of politician.\ in power. A discussion oj some specific 
issues to drive home the danger. 


INDfA has pjid dtMily lor Ihc ^iray 
thoughts ()1 politicians in power Irotn Ihc 
time Indira Gandhi, the then prime iinnis- 
tcr, idtnc out with hei stiuy ihoughls on 
eiononiic polu \ at Ihc Baiigaloa* session 
ol the All India ('ongress ('ominitlee soon 
alter the split in iIk* ("ongiess Paity to¬ 
wards the end of l%Os Siiur then, time 
and again, ptonouiK'cmi. nts on major econo¬ 
mic issues, made to sei ve the political emis 
ol the paity in |k)wci. have given a setback 
to the economu development of the i oun- 
tty The loud Ihiiikiiig ol the union finance 
minister, Yashwant Siiiha. while address¬ 
ing Ihc annual session of the Contederj 
turn of the Indian Industry (C'll) in Delhi 
on Apnl 28,19W. charting out the course 
foi second geneiiitioii economic relomis, 
falls in the same category Fhe slatcinuiit 
i.s lull ol the usual pkittludes and exhor¬ 
tations ineani to show .iction where there 
IS none It is remarkable tor what it does 
not say rather than what it says, keeping 
in view the elections to parliament and 
state legislatures ahead While the finance 
minister has promised that a discussion 
paper on the proposed economic lelornis 
will be leleasiidby thcgoscminentshortiv, 
the initial statement is signilicatit enough 
to call for preliminary comments 
First, It IS the statement of the tinance 
ininistei ol ,t govemment which lost its 
maji mtv in p.ii liament pist a few weeks ago 
Looking to the present htghly fractious 
polity III the country and the total lack ol 
consc’iisus on any naiional issue among 
political paities. one can question the 
political wisdom ol llu* outgoing govern¬ 
ment bnngin/ out a discussion paper on 
the subied I uoking to past cxpertcncc, 
if any other political paity or a coalition 
ol parties forms the government at the 
ceniie altei the forthcoming elections to 
pailiament. one should not he surpn.sed 
il a certain set ol economic reforms arc 
lelegatcd M the background ju.st bccau.se 
they formed part ol the agenda lor action 
ol the Bhar.itivi Janata Party <BIP) Sec¬ 
ond. the pronouncement has come on the 


veige ol the country going to polls It 
political flatties indulge in the usual po¬ 
litical rhetonc and take a purely political 
stance on the major issues contained in the 
di cussion paper, as they are bound to do, 
whichevei {Kihtical party comes to jiower 
altei the elections will find it that much 
moie difficult to evolve a national con 
sensu) on these issue.s.This is particularly 
reluvanl since, in all likclihtxHl, no single 
parly is likely to get a decisive mandate 
in the lorthcoining election Thud, the 
lora such as ('ll and associations and 
chambers ol commerce and indiisny have 
become niafor lobbies wielding unduly 
large ini luence on political parties tri power 
and seem to have come to acquire the 
status ol a mini parliament where ina|or 
announcements arc made by ininisiers 
including the prime minister As a lesiilt. 
there is too much preoccupation with 
relorms peiiaining to industry in the pri¬ 
vate sector. In lact, the.se days cafitums of 
industry seem to .spend time advising the 
govemment on how to run the country 
lathei than paying attention to iiiipioving 
their own corporate governance and run¬ 
ning their indusincs in a manner which 
w'lll equif) them to globalise and face 
international competition It is not, there¬ 
fore. sutpnsing that the new chaimian of 
(?II, Rahul Bajaj, in his first public state¬ 
ment on taking over reins as' chairman, has 
talked about the need for getting not only 
a level playing Held tor the Indian industry 
but a held tilted in its favour This pro¬ 
vides the backgmund against which the 
.so-called second-generation economic 
reloims are sought to he launched 
The fust que.stion winch arises for 
uinsideiatioii is the nomenclature, .second- 
generation economic reforms, given to the 
exercise Even a decade, leave aside a 
generation, has not elapsed smee the first 
set ol economic reforms were launched in 
thecountiy in 1991 Ifal all,therefore, one 
can talk about the second-decade economic 
1 ef orms and not the second-generation eco¬ 
nomic rctorms A new generation econo¬ 


mic relorms would also imply altogether 
new insights, advances and initiatives 
which will make significant difference to 
the economy ‘I'his is not therefore a matter 
ol just semantics or terminological hair- 
.splitting II the exercise has to be to pro¬ 
vide a ‘road map' for economic develop¬ 
ment for the second generation, it has to 
take at least a medium term, if not a lunger 
term view of the economy. It akso has U) 
be qualitatively supenor to enable a quan¬ 
tum jump in the rate of growth of the 
economy A great deal will, thercfoie, 
depend on whether we are talking about 
the second-decade reforms or sccond- 
gciicralion rctorms 

It IS nccos.saiy' to note that, in any such 
exercise, economic reforms cannot and 
should not be Icxiked at in isolation. Such 
compartmentalisation has, in the past, 
reduced the efficacy and impact of eco¬ 
nomic rctonns A ictcrencc may be made 
to a lew issues to drive home the point 

Ll I.W. AND JUDIt'lAI .SvsrtM 

'Hie legal framework and the judicial 
system have a diicit bc'aiing on the new 
economic older which is sought to lie 
heralded by economic rctorm« As is well 
known, there are serious dcliciencics and 
lacunae in this bc'hali in India The pen¬ 
dency III the courts at various levels has 
reached over 3 croie cases It takes any- 
wherc lioin five years to three decades to 
gel coiiit decisions in pending cases 
llnlortunaiely, this sub|cct has received 
(he least attention from political parties oi 
III pailiament so far Literally scores ol 
icports ul law commissions appointed by 
'he state and central governments are 
gaih**<''iig dust for years together Valu¬ 
able lecommciidations made in thc.se« 
reports lor amendment of laws, simplifi^ 
cation of laws, changing the lru.strating 
and highly dilatory court procedures, 
reducing the number of permissible ap¬ 
peals, larger delegation of powers to courts 
at vaiious levels, divesting the high couits 
of appellate |un.sdic(ion except in certain 
cases and setting up of specialised tribu¬ 
nals such as for deciding rent cases, have 
lemained unattended. A commission ap¬ 
pointed by Ihc govemment has identiftcd 
more than 1,300 laws whtch have become 
outdated and need to be cither amendcsl 
drastically or repealed altogether. Unfor¬ 
tunately, neither parlimncnt nor state leg 
islaturcs find any time tn discharge their 
mosi important responsibility of law¬ 
making It IS amazing to sec that even 
important ordinances issued by the central 
and state governments expire from tim# 
to time leading tn the issue of fresh or¬ 
dinances, ther^y making a mockery ol 
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parliamentary democracy. Thus, recently, 
the ordinance pertaining to the setting up 
of a .statutory organisation of Chief Vigi¬ 
lance Commission expired without being 
converted into a law Ways have to he 
found to address tiiesc and related issuc.s 
in a time-bound manner. 

I' Another aspect directly related to bring¬ 
ing about greater transparency and ac¬ 
countability in deciston-mdking in all 
walks of public life pertai ns to gi ving right 
to infonnation to all ciiircns. This point 
has eluded action lor five long decades 
since independence. Several polilical 
parties have promised to take appropriate 
action in this behalf hut such promises 
have remained on paper The Congress 
Party had promesed action to enact a suita¬ 
ble law in Its succe.vsive election nianilcs- 
tos The United Prom had included this 
Item in iisCoinmon Minimum I'rogi animc 
The BJP-lcd coalition had made this a patt 
of Us National Agenda for Governance 
None of these has been translated into 
reality .so tai A number of delegations 
coming to India fnun abroad have pleaded 
time and again foi tiansparuncy in deci¬ 
sion-making so as li> teassurc lorcign 
»investors that decisions will be taken on 
the niciits ot the case and lUH arbiiiaiily 
This lias also been ihe demand by a number 
ol glass louts oiganisations working in a 
numhci ol slale.s. Right to inloiiiialion 
iiuist iurm part of any next-geneialion 
iLonomii. relorins in the country 

hiK'ioKAi. Riiokms 

Ihe held ot elcvtoial lefonns is large 
and complex A numbci ol parliamentary 
committees have addressed the lelevant 
issues hut these cltocts have been laigcly 
pjTli.san. biased, scll-serviiig and peitunc- 
tory Some ot the mote important issues 
include enacting a comprehensive legis¬ 
lation ngaiding the woiking ol political 
* parties, criminali.salion ot politics; piolilcr- 
ation of political parties, loo many eand:- 
daiescontcsIingeP'ctions as independents, 
the firsl-pa.st-thc-po.st system, state lund- 
ingofciections; pre-conditions for recognis¬ 
ing coalitions ot political parties, making 
(lia'lic changes in the anti-dctcction law, 
and divesting the courts, except the Su¬ 
preme Court, of jun.sdiction in all electoral 
di.sputc.s and eiitnistiiig these powers to 
the Election Commission Unfurtunaicly, 
there has been no consensus anumg poli¬ 
tical parties on the content or the urgency 
ol the reforms Nopoliticai party has shown 
the com age to come out, m an unambigu¬ 
ous manner, with its own blueprint for 
such reforms The expenence of the last 
tnree years, in particular, has raised seri¬ 
ous doubts about whether the present 
electoral law.s. parliamentary practice.'.and 
conventions and the relevant constitutional 
provisions can provide political stability 
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in the country, perhaps the most important 
prerequisite for the .success of economic 
reforms anywhere in the world. It has 
become abundantly clear that mere tinker¬ 
ing and making token gestures will not 
serve any purpose and an altogether fresh 
view will be necessary il the basic ills 
dlflicting the system are to be remedied 

Yet another area which is directly re¬ 
lated to economic lelorms but has re¬ 
mained to Ik addressed rclatc,s to the audit 
functions envisaged in the Coastitution 
Ibcre IS a case ioi taking a fresh look at 
the Comptroller and Auditor General 
(C andAGlAct This act has been amended 
in the past only for the purpose of revising 
the pay, pension and allowances of the 
C and AG from time to time. The efficacy 
of the excsting arrangements for audit ot 
the expenditures of the govemmcnl has 
e.scapcd sciutiny The concept of audit 
it.self has undergone change in several 
countnes with iniUKluction of value-ba.scd 
audit, efiiciency audit and so on There 
IS a large time lag between the incurring 
of expcnditiiie by government agencies 
and audit report thereon Ways need to be 
devised to reduce the time lag. Follow¬ 
up aition on ihc audit reports leaves a 
great deal to be desired The last few years 
have seen a number ot scams involving 
misappropriation ot hundieds ofemresot 
rupees both at the centre and in the .states 
Thew hav.' bn>ughl into sharp Ickus the 
inadequacy ol the present institutional 
arrangements and legal provisions Ihere- 
lor The piovision lor dealing with finan¬ 
cial emergency in a state contained in the 
Constitution has remained a dead letter 
and has never been invoked though a stale 
like Rihai has been an eminent candidate 
lot the same As a result, the faith of the 
people in the eonstitutional office ot C and 
AG has been severely undermined. The 
role ol audit should assume all the greater 
I inporiancc in view ol the increasing const¬ 
raints on goveinment .spending, parti¬ 
cularly III the coming years How a rupee 
comes and how il giK*.'- should be of much 
tnorc qualitative impoitancc than a mere 
graphical presentation in budget papers 

l)OWN-.Sl/l»lC, GoVF-RNMPNt 

The phrase “down-sizing the govem- 
ment' has been uitreduced in the debate 
on economic lelornis in India for the first 
time in iei.eiit months It is only in the 
central budget lor the year 1999-2000 that 
the phiase appeared in the finance 
minister’s speech Thi.s itself was hailed 
as a big achievement as all political parties 
arc still lighting shy ol advocating any 
.serious and urgent action thereon. Tliis is 
pathetic and shows how we are prepared 
to '“lutch even at straws. Looking to ‘he 
proliferation ot govemmeni in all walks 
of lilc, and the baggage left by the advo¬ 


cacy by Nehru-Gandhi dynasty of the 
socialistic pattern of society and the stale 
occupying tlie commanding heights of the 
economy, the size ol the piobicm in India 
IS much laiger and more severe than in 
many othei ruuniuos It is therefore mit 
enough in the Indian uiniext to talk ol 
meic down-.si/ing ol the government It 
IS imperative to examine de lunv the very 
concept ot govcmineiU II is necessary to 
give senous thought to the question of the 
primary responsibilities ol the govern¬ 
ment It IS imperative to spell out what the 
govemmcnl ought (o be doing in the future 
years and what areas and funei i< ms it should 
leave to the pnvatc sector, co-opeiativcs 
and non-governmental organisations 'Hus 
alone will help the govcinnu'iit addtess 
Ihe large question of reducing the revenue 
deficit to /CTO and achieving a revenue 
surplus in the next five yeats. Otherwise, 
any such talk will mean empty premises 
and a mere political rhetoric lor window 
dressing The Ninth Finance Commi.ssion 
tiKi had talked about reducing revenue and 
n.scal deficits in a time-hound manner and 
we have .seen how the cxerci.se remained 
only on papcT. 

A tccetil news item bi mgs out a different 
perspective on the problem Ovci 7 5 lakh 
non-gazetted employees and teachers of 
the govemmcnl ot Bihar are on stnke tor 
over seven months Reportedly, strikes by 
.state government employees, including 
the police foiee and teacheis, are a routine 
(Kcuirencc in Bihar but the ongoing stnke 
seems lo have surpassed all reeoids 
Looking lo the precanous state ol the 
finances ol the state governmeni, ihc 
government has been able to do liitle to 
scTlk the strike. People have hi idly any 
sympathy lot the employees. Neisspapers 
have stopiK'd taking any n.')tue ol the 
.sinke and apparently the puhiie hie has 
remained unaftected In u way this shmvs 
how redunda.it is (he large governmental 
maehiiKry flicTcciiniic no lieitet example 
of the withering away ol the slate m eveiy 
sense oi the term. Againsi this background. 
It IS not enough lo miTcly express tlr hope 
ol down sizing tlie govcnimciit 

Il IS to be seen it the discussion paper 
picks up courage even lo talk about down¬ 
sizing the government Tlie reactions ol 
political parties lo ■'cveial recommenda¬ 
tions oi the f'lflli Pay ('o'lmiission aimed 
at reducing the size ol the goveinim'nt 
bureaucracy aie li«» fri's'n to Ik ovei looked 
Not a single polilicil party came out in 
support ol Ihe recommend,Uions lo make 
die government leaner and thinner It waS 
amazing to .see the ccntial government 
increasing the age ol reuienient Innii 
to 60 years 'fhough several stale govcni- 
inents, which follow ed suit, have giaic 
back on the decision and liave brought tiie 
Fctiicmcnt age back to 58 y eat s, the ccnti al 
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government has refused to bu4ge It was 
unhciicvabie to read that though certain 
PSUs, such as Air India, wanted to reduiv 
the retirement age to 5R years to get nd 
of their excess staff, the government was 
reluctant to accede to the rc'qucst Ileie 
again, it is the vote bank of government 
employees which is dictating teirns The 
discussion paper must contain a specific 
and time-bound pmgramme of action in 
this impottant area which has remained 
totally unexplored in the country 
The stiay thoughts of finance minister 
have some dangerous portents He has 
talked about adopting cost-based pi icing 
of infrastructure services. If this is meant 
to do away with subsidised pricing, it is 
another matter But it can also imply some¬ 
thing mort' Any cost-plus pricing can 
cause immense disservice to coiisumeis 
The example of awarding power gencia 
tion projects to the private sccioi by 
adopting tlie memorandum of undei stand¬ 
ing (MOlfi route, after the on,set of eco¬ 
nomic reforms, is loo fresh in memory to 
be glos.scd over This policy has led to a 
large unsustainable burden on the con¬ 
sumers I'hc most outstanding example of 
Its fund IS the Em on project in Maharashtra 
When this project was initially cancelled 
by the Shiv Sena-B IP government, a nutn- 
bei ot other pn vale powei geneiation pro¬ 
jects in other states too. simi lai iy awarded 
without calling foi international competi 
tive tenders, reduced their cost estimates 
substantially then^by showing the extent 
of gold plating of costs Compeiilivcness 
of infrastructuie projects must be judged 
on the basis ol the c|uality and price of the 
final services j-roposed to be charged to 
the coasumcr. rather than any otlwr cri- 
tenun Further, there must he- transparcnt 
mechanisms such as independent and 
autonomous regulatoiy commissions to 
asse.ss. through open hearings, the icason- 
ahlcness of costs and the profit margins 
All this is again a new and uncxploied ai >*a 
in the country Its effec ti vencss is yei ti i he 
evaluated ^unciation of principles such 
as cost-based pricing, without adeq'iate 
saieguards. can cause long-term haim to 
consumer interests and seriously uiulei- 
minc the competitiveness of the economy 

SlAlfc FINANCTsS 

The finances of state governments are 
a cause for serious concern The finance 
minister, however, seems to believe that 
the pn)ce.ss of .signing MODs with state 
govemments forfiscal coasoiidation would 
lead to correcting the situation This 
confidence iti MOlIs .seems to be grossly 
misplaced looking to the e\;x;nence of 
overadecadeof signing MOUs withcentml 
public sector undertakings fPSUs) As has 
been seen, these MOl's did not have any 
woiihwhile impa-’t 


It must be borne in mind that the centre 
has no leverage vis-a-vis .states and what¬ 
ever leverage it has it docs not want to 
use This IS particularly true after the 
emergence ol the regional political parties 
on the national .scene and the reliance on 
their support sought by t he Congress Party 
foi Its minority government formed in 
I <191 and later the coalition govemments 
foimed by the United Front and the BJP 
The political clout of the .slates has miw 
increased to an extent where the states can 
dictate to the lentrc These new realities 
ol political life and the fcdetal polity canmrt 
be lost sight ot m any discus.sion on improv¬ 
ing ihe finances of the state governments 
It was not, therefore, surprising that in the 
recent meeting of Ihc National Dcvelop- 
nieni Council (NIX'), the central govern 
nient agtci'd to enhance the ways and 
means Iimils ot the state governments with 
Ihe Rcseive Bank of India lo get ovei Ihe 
profifem of their financial slnngency facing 
thkin, though It was evident that this was 
not the real answer to the problsm 
It will he pertinent to refer to yet another 
recent example of efforts to bale out the 
stale governments rather than uddicss the 
picssing issues lo improve the ci itical finan - 
cial position of the state electiicity boards 
(.SHBs) Thcposi-1996duesof.SBBsto the 
central powei sector PSUs have icportcdly 
reached a .staggeiing figuie of Rs IR,(MX) 
Cl ore Dues for Ihe pre-1996 penod aic 
already being adjusted, in certain annual 
instalments, by way of deductions from the 
amounts due to the states towards cential 
assistance The centre had announced, in 
the budget for 1999-2{)(K), a plan to secu¬ 
ritise the dues As recent news reports 
indicate, this scheme is unlikely to take 
off due to the resistance of the state govern 
ments to deduetion of the outstanding 
amounts on an annual basis from the central 
assistance due to them from Ihe centic 
The committee appointed under the 
chairmanship of a member ot Che Planning 
Commission is now expected lo examine 
the relevant issues pertaining to the de¬ 
terioration in state finances. The tctins ol 
reference of Ihe Eleventh Finance Com¬ 
mission too will make it obligatory on that 
commission lo address these issues. But, 
.IS has been seen lime and again, the wheel 
dws nol need lo be reinvented What is 
wanting is the administrative and political 
will The n'al challenge is how to ctcaic 
a national consensus on the remedial 
actions whiv h have to he taken by the slate 
governments on these issues 
'I his brings us to the question of in 
voivcment ot the .states in the preparation 
ol the road map for second-generation 
economic reforms So far, all thinking and 
tollow-upacti<moncconomiciefonn.shave 
remained laigcly confined at the level of 
the centre It is high time that the states 


are also fully involved in the proposed 
exercise, both at the administrative and 
political levels. Apan from bringing about 
a national convergence of views on the 
complex issues, such a step will help in 
taking the reforms to the level of the states 
It would thus be useful to place the pro¬ 
posed discussion paper before the NDC, 
after the elections to parliament and sev¬ 
eral slate legisiatuies arc held in the latter 
part of 1999. 

Privaiisation or- PSUs 

The question of pnvatisation of PSUs 
has to be addressed frontally rather than 
making oblique gestures lo the concept as 
in the pa.sl The poliltcai parties in India 
are mortally afraid of certain phrases Thus, 
alter the disastmus family planning cam¬ 
paign lauiiclied by Sanjay Gandhi duiing 
the emergency. the words family planning 
are tabiK) Whai is politically correct is li* 
talk ot family welfare Similarly, to talk of 
privatisation ol PSl Is is laboo The politi¬ 
cally correct phra.scnl(>gy is divestment in 
I’SHs It IS time this beating about the hush 
IS given up Perhaps ihc gieaicsl stum- 
btiiig block lo the privatisation ellorts in 
India IS the opposition of unionised labour 
ol PSUs lo any such step I’he employees’ 
unions ol hanks insurance cuiTKirations, 
PSl Is and others wield a grcal deal ol clout 
and have bi-coiiic niajoi vole banks Their 
ve.sted interests aie piimaiily coming in 
the way of privatisation el forts It is in¬ 
deed a case of Ihe tail wagging the dog 

The other issues in this area relate to 
grant ol autonomy lo the PSUs in the 
intenm penod, pending their privatisation, 
filling up of lop posts in PSUs which have 
been lying vacant, in some cases for months 
and years together, ftnancial icstnicluniig 
of PSUs bclom then pnvatisation. selling 
the contrilling interest m PSUs; resorting 
to genuine sale of PSUs rather than forcing 
wcll-oll PSUs to purchase shares of other 
PSUs, and .so on It makes no sense for 
the government lo continue holding on to 
Its ownership ol Manili and Air India oi 
Indian Airlines 'Phe government has been 
running sick textile mills, taken over 
decades ago, in spite of huge lo.sscs year 
after year 

It was sui prising to sec that the finance 
mincstcrdid not have anything significant 
to say on this subject except that the 
divestment process will continue Unfor¬ 
tunately, this has meant selling only the 
family .silver. All los.s-making un^rtakings 
continue to be in the government fold 
In fact, a few months ago, the BJP-led 
coalition went astepfurthci and announced 
a plan to invc.st several hundred crores of 
rupees in such PSUs in West Bengal to 
appease Mamata Banncrji In any road 
map of .six'ond-gcnenition economic re- 
fonns, pnvatisation of PSUs will be the 
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touchstone to gauge the extent of serious¬ 
ness of the government in grappling with 
the issues. 

It will be equally necessary to sec the 
purpo.ses for which the pnx:eeds oi divest¬ 
ment of PSUs are intended to be used The 
prcscnl policy of using these funds to arti- 
ficially bring down the fiscal deficit must 
notbcpermittedtobecontinued-The funds 
raised by dive.stment must be u.sed partly to 
re.s(ructure the PSUs with a view to dispose 
them off in a time-bound penod and partly 
to retire the huge overhang of public 
debt. No finance minister, since the 
hci aiding of cconomu reforms, has taken 
any categorical and principled position on 
the subject 

Yet another question (^rtains to giving 
a level playing field to the PvSUs vis-a-vh 
the pnvate .sector It is pertinent to note that 
the apex bexly oi PSUs has made a fervent 
plea in this bt-hall There is al.so a danger 
of the dominant private sectoi companies 
wielding consideiable influence in the 
corndors of powei, ine.spcctive of which 
political party i.; in power, and gobbling 
up these blue-ihip lompanies This is 
paiticularly Inic of the PSUs in the oil and 
petuK'iiemical sectors ITiese issues will 
need to be addiesscd in the blueprint lor 
economic rcfoniis in the meilium term 

Kxii policy ISys't anotliersubject shunned 
hy political parties If economic reforms 
have to have any meaning, the piesent 
laws on the subjeii have to undergo dras¬ 
tic c hanges In fact, the whole legal fiame- 
woik in this field needs a second look 
Thus the Board lor Industrial and I'Tnan- 
cial Recomsliudion (BIITI) established 
iiiidci the Sick industrial Companies (Spe¬ 
cial Provisions) Act, 1985 deserves to N* 
.sciapped The veiy concept of financial 
reconstruction of sick companies to give 
them .1 fresh lease of life has failed mis- 
eiahly Similarly, the contract labour law 
needs to he repealed and a new law, in 
keeping with the thinking on this subject 
the world over, needs to be put in place 
It IS to be seen if the discussion paper pic- 
sents any concrete proposals in this bchalt 

Political baggage oi the past is indeed 
ditficult to jettison. The Congress Party 
IS so muddle-headed tliat, in iLs Pachmarhi 
session last year, it nostalgically harked 
hack to Nchruvian soci ilistic policies It 
did not ponder, even for a minute, over 
whether even Pandit Nehru would have 
adviK'ated Uxlay all the policies of the by¬ 
gone era looking to the experience of a 
number ol countnes the world ovei The 
communist parties in India are perhaps the 
last ve.stiges of that ideology discarded 
even in the citadels ol communism The 
country faced, and providentially nairowly 
escaped, the frightening pmspect ol hav¬ 
ing a communi.sl prime minister just a few 
days ago. Otherwise, the fate of the coun¬ 
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try would have been no different than that 
of West Bengal under CPKM) rule for the 
last two decades In this context, the 
anecdote of a Japanese delegation on a 
visit to Myanmar is worth recounting The 
Japanese delegation is supposed to have 
told the Myaninai authontics that they can 
convert Myanmai into anothei Japan in 
le.s.s than a decade il they were given a free 
hand to run the country The aulhonlies 
in Myanmai gave a counter offer that if 
they were put in chaige in Japan, they 
will make a Myanmar out of it within a 
year' 

BrinCiIng Down Fiscai Di'J-R'Ii 

The question of bringing down revenue 
and liscal deficits in a definite time-trame 
will,mrern/M. mean keeping a tight cuntml 
ovci public expenditure Though the 
finance minisiei has announced, in the 
budget lor I*t99-2(MX), the introduction oi 
7cro base budgeting, it is not yet clear as 
to the manner in which it is propn.scd to 
be implemented. Needless to say. the 
ministnes will fie reluctant to submit to 
scrutiny tlie huge expenditures on ongoing 
schemes As the experience of Maharashtra 
ovci a decade ago has shown, it will require 
a great deal of admmistiative and political 
Will to implement zero base budgeting. It 
IS unlikely that a caiclaker government 
which IS due to face a general eleciion in 
afew months willha VC the political courage 
to implement Ihisrelorm Thu.s, once again, 
thi.s may turn out to be empty riietonc. The 
appointment oi an cxpendituie commis- 
.sion seems to he jinxed P Chidambaram 
had made a similar announcement in his 
budget speech a couple ol years ago. The 
then United Fnint government was reluc¬ 
tant to lace the realities and shelved the 
proposal The present finance minister 
announced hi.s intention to appoint an 
expendituie commission in his budget lor 
1999-2(KN) It IS nnitkely that the caretaker 
government will take any initiative to 
appoint such a commission Even it the 
new guvemnieni decides to appoint such 
a Lommis.su>n aiiei tlie elections, its report 
may not become available till 2002-2003 

'iSe finance minister’s resolve, as that 
ol his last two illustrious ptcdecessors, to 
bring down tlie liscal and revenue deficits 
will be nican'ngicss unless the govern¬ 
ment IS prepared to take some unconven¬ 
tional hut long ovetdue steps One of the.se 
relates to putting n statutory time limit of 
five years lor achieving tlie taigcts set for 
the pur|iosc‘ and the manner in which its 
progress is to be monitored from ycai to 
year As a part ot tins exercise, tlic govern¬ 
ment must be ptepared to lay down a 
staluloiy ceiling on its borrowing While 
inaugurating the seminar on issues befoic 
the Eleventh Finance Commission m New 
Delhi in January 1999, the finance mn- 


isicr eloquently made a plea fw such a 
step, hui seems to have had second 
thoughts But. in the absence of such 
measures, it is futile to talk about bringing 
down the rales til interest in the economy. 
Without putting appropriate macro-eco¬ 
nomic policies III p!.ice, it docs not make 
any .sense tor the tinaiicc minister to ask 
the Reserve Bank of India to lake steps 
to bung down the ruu-s ot interest 

Rl lORM.S IN ACiRK I'l O KI 

It will nof be wrong to say that ei onomic 
reforms so far have bypassed the agri¬ 
culture sector Perhaps, the tmly item 
which has repeatedly iigured in the dis¬ 
cussion has been the need lor reduction 
in input subsidies tor agnculluie The rate 
of growth of agnculiural production in the 
reeenl years has been less than that ot the 
growth of population Green revolution, 
which was largely confined toa few states, 
has plateaucd It wa.s iherelore surpnsing 
to .see that the finance minister, whrie 
speaking ot the sccond-gcnenaionucraomic 
ref onn.s, largely rcTurrcd to the same points 
which have been made, again and again, 
III the last eight live-year plans, namely, 
increasing public investment in the agri¬ 
culture sector, promoting Itee movement 
ol giHxis. revamping the ciedil slrucluie, 
and (kccmralising the government. It at 

all. the only new point pcrtaimid to em¬ 
powerment of panchayals It is hoped that 
the dhscussion paper will have vimclhing 
significant to .say on the subjeiT It has to 
he accepted that fragmentation of land 
holdings has made the situation oi small 
and marginal landowners mom cnlical. 
T'hc scheme ol consolidation of land 
holdings has hardly achieved any succe.ss. 
The question of insi-stingon impleincnling 
land ceiling laws deserves a second look, 
in .spite of repeated a.ssuranees to the 
contrary, .succc.ssivc governments dunng 
ttu‘ last 10 years have not been able to 
come up with a national agncellural policy 
If commemialisation of agriculture has to 
be brought about in the foreseeable future, 
this sector will have lo figure prominently 
in any blueprint for second-generation 
economic rctorms. 

Looking to the leisurely pace at which 

wc, in India, addiess the pressing prob¬ 
lems on hand, we might es well talk about 
first-century and second-century eeo'ioinic 
reforms, rather than a first and second 
decade oi fiisl and second generation 
economic reforms It used to he .said (hat 
the Indian economy moves at the pace ol 
an elephant as opimscd to the tiger econo¬ 
mies of south-east Asia Ixioking «> the 
pace ol economic rclorms. it would now 
be more appiopriati to tkrsvnbe it as a 
biiltalo's ieisuicTy pate, slopping ;<t every 
state lo ruminate and take philosoptiically 
in the woild around 
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Economic Revival: Maybe after 
the Elections 

A Snark 

In New Delhi they say the stock market is booming because there is 
no government to drag it down. There is some truth behind the 
facetiousness. The Vajpayee administration's failure to carry through 
any meaningful reform and its hamhanded bailouts of badly-run 
industries and the US-64 fund of the VTI have made inve.stors jittery. 
That is why recoverv will wait for good government - and why 
elections which give us a chance to vote in a better regime are a 
good idea after all. 


THOUGH an unusually hot summer has 
kept people from dancing in the streets, 
euphona is pulsing through the netwoiks 
connecting India's stock exchanges. 
Through nipe trading days till May 11 this 
year, the SO-share Scn.siti vc Index (Sensex) 
of the Bombay Stock Exchange flared up 
20 per cent from its April 28 level In 
percentage terms, this i.s the biggest rally 
since 1994. The earlier record - an 18 per 
cent climb through si x days - was achieved 
after the then finance minister Palaniappan 
Chidambaram presented his tax-cutting 
budget in February 1997 Is recession - 
which saw income growth slowing to 
around 5 5 per cent in the la.st two years 
- over'' Will Indians sing in the ram when 
monsoons arrive in a couple of months? 

When optimists glance up from trading 
terminals, they point to little blips that 
seem to point to a recovery. For example 
the pnee of cement. c.ssential for new 
construction activity, has hardened foi fimr 
months since November 1998 In March 
this year, car production shot up more than 
17 per cent This was die same month 
when India’s expoits grew 10 per cent, 
after crawling for many months 

Such leading indicators can mislead To 
see how, kxik a little closer at thase cement 
numbers, even after nsing through the last 
four months of fi.scal 1998-99, cement 
pnccs for the entire year were about 2 per 
< ent lower than in 1997-98 That year too, 
prices had fallen nearly 3.5 percent. That’s 
why cement prices are still below their 
199fi levels in money terms. Similarly, the 
export surge in March has not created a 
flutter at the cargo docks; traffic at major 
seaports rose a meagre 0 I per cent last 
year, after growing nearly 11 pci cent in 
1997-98 And even after the Sensex's 
scorching climb in early May, you would 
not have made any money if you'd bought 
the index two years ago, in June 1997 
Recent industry growth numbers tell the 
same sad story - in March, industry grew 
by a tiny 2.5 per c'ni over the previous 


month, lower than the 4 per cent crawl in 
March 1998. So fiscal 1998-99 closed 
with an overall industrial growth rate of 
18 |)cr cent, about half the growth rate ol 
the previous year Only very .squarc-iawcd 
cheerleaders will celebrate a recovery. 

Yet, It's easy to understand why growth 
IS slipping For any economy to boom, 
savings - local or overseas - have to be 
pumped in as investment If .spent wisely, 
the.se funds can become productive -create 
incomes, jobs and demand Invc.stmcnt 
cun come in through three channels 1 xical 
entrepreneurs can raise money from float¬ 
ing new slocks; overseas investors can 
deploy their savings as foreign direct in ve.st 
ment (FDI), tlie government can invest part 
of what it taxes or borrows from citi/ens 
In India today, all three am choking up 
In 1998, the number of equity issues was 
nearly 80 per cent lower than the pic vious 
year's figure, and about onc-cighth ol the 
peak reached lu 1996 Even alter includ¬ 
ing nghts, private placements and Euro- 
cquilies. the number of issues was nearly 
60 per cent below the previous year's 
figure. Clearly, Indian savers arc unwill¬ 
ing to take a stake in new ventun's 
Overseas inve.stors share this reluctance. 
For the fust 10 months of 1998-99, FDI 
flows were a quarter of what gushed m 
during the same time a year ago. Even 
expatriates think India is boring - in 1998, 
the second succc.ssivcyearof decline, NRI 
investments fell 66 percent to Rs 359 croie 
In 1996, expatriates had vent Rs 2,062 
crore home by way of investment 
The government could have pitched in 
with new investments in things like irn- 
gation, roads or power projects, kicking 
off constmction and demand for capital 
goou.s In February, finance ininistei 
Ya.shwant Sinha budgeted for a .small 
spending hike But less than a fifth ol total 
spending will be used productively, and 
public investment will fall more than 26 
per cent from last year's level. Over the 
years. New Delhi's investmenLshavc fallen 


steadily, but seldom as sharply as now. 
Recession won’t vanish overnight. 
Where's the money to fund a recovery? 

When the Bharatiya Janata Party (BJP)- 
Icd coaliuon came to power in March 
1998, many voters imagined that beneath 
the BJP's ugly Hindu-fundamentalist 
extenor lay an economically liberal soul 
that would quickly privatise India’slumber- 
ing state-owned enterpn.ses, and reform 
the economy Yashwant Sinha's first 
protectionist, ‘India shall he built by 
Indians' budget busted that myth, before 
unravelling at top speed because of silly 
mestakes with numbers His sei'ond budget 
was arithmetically sound While present¬ 
ing It 111 parliament, Sinha promesed to 
'down-size* government by scaling four 
.secretary-level bureaucrats’ jobs. This 
takes the prize fur doublespeak -the same 
budget papers show that the government 
expects to hire 43,494 new employees by 
the year 2(KX). 

Doublespeak also characterised the Atal 
Behan 'Vajpayee admimstiation's tnes to 
meet its disinvestment target ol Rs 5,000 
crore lor 1998-99. Instead of selling public 
.sector shares to pin ate investors, the 
government iindericxik a bizarre exercise 
Eneigy monopolies Indian Oil Coiporation 
(lOCl, Oil and Natural Gas Corporation 
(ONGC) and Gas Authority of India 
Limited (GAIL) bought small amounts ol 
each others' equity back from the govern¬ 
ment For example, 10 pci cent of IOC’s 
stock, valued around Rs 1,700 crore. is 
supposed to be bought by ONCiC In return, 
IOC picks up 10 pci tent of ONGC and 
5pcrcentof GAJI.cquity valuedatRs 2,567 
crore So. though the government's direct 
.stake in these companies falls, state- owned 
companies end up owning bits of each 
other. Of course, the government indirectly 
owns those bits Uk>. No wonder then that 
maikcts reacted with horror within hours 
of this swap leaking out State-i>wncd 
lelccomcumpaniesMTNLand VSNLwere 
asked to do a similar deal among them¬ 
selves but rcluscd to part with precious 
re.scrvcs to purchase each cUhers’ stocks. 

In New Delhi, they say that the st'Kk 
market is booming, because there's no 
government to drag it down. There' s some 
truth behind the facetiousness. Ihe 
Vajpayee administration's failure to carry 
through any meaningful reform - and its 
hamhanded bailouts of badly-run indu.s- 
tnes and the US-64 fund of the Unit Trust 
of India - make investors jiftciy. Not 
everybody keeps track of the politics 
behind bad economics. But every one plays 
safe when bad things happen in the 
economy. That's why recovery will wait 
for good government. And why elections, 
which give us a chance to vote in a better 
regime, are a good idea after ail. 
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Deepening of Democracy 

ArvindNDas 

Why shofdd there he so much fuss about the prospect of the coming 
■flections not resulting in a parliamentary majority for any single 
party? Those who peddle the fears of instability and insecurity also 
undermine the very essence of democracy as it is evolving in India. 


INDIA has never gone to the polls with 
as much uncertainty about the outcome of 
the eio:ttons as it will in September- 
October this year. The BJP has acknowl¬ 
edged defeat of a .soit even before the fight 
has begin) in earnest. It has jettisoned its 
articles of faith - the temple at Ayodhya, 
abrogation of Article .170, prumulgabon 
of a Uniform Civil Code - in order to put 
together an uneasy alliance which will 
once again let it savour the loaves and 
fishes of power. The Sangh panvar has 
admitted that its own ideology isolates it 
and It ha.s therefore adopted unprincipled 
pragmatism to somehow, anyhow move 
into office once again. The infamous 
T mukhauta’ (ma.sk) which can front coa¬ 
litions has thus become more important 
than the face which turns people off. On 
the other side, the Congress too has finally 
accepted that it is not omnipotent, that it 
needs others to propel it back into office. 
It too has started making its alliance, now 
paying court to the imperious Jayalalitha, 
now wooing the wily Laloo Prasad Yadav. 
The much-talked-of flight of ‘migratoiy 
birds’ towards the Grand Old Party has 
not really happened* one swallow in the 
portly shape of Kalpanath Rai or a mul¬ 
tiple rosary-bedecked Buta Singh does not 
make an electoral summer. Thus, both the 
large political formations are preparing 
' nhemselves for a hung parliament. 

It IS not that hung legislatures have not 
been created earlier For the last 10 years, 
India has got used to hung and brief Ink 
sabhas. The Ninth Lok Sabha saw no party 
dominating the scene and two minority 
governments carried out the administra¬ 
tion of the country. Similwly. even the 
Tenth LiA Sabha did not see any single 
party dominating the scene and adminis¬ 
tration was entrusted to tiK single largest 
party. It is another matter that, in due 
course and through considerable wheel¬ 
ing and dealing, the party was able to 
cobble together a majority and survived 
its foil term in office. The Eleventh and 
Twelfth Lok Sabhas too had lives which 
were nasty, quite tnuiish and shcMt. Ear- 
^ her, many states have .seen no single party 
* getting a clear majority and coalition ar¬ 
rangements have not only been perfected 


in West Bengal and Kerala but have 
functioned in otter .states too. 

On the other side, it i.s not even estab¬ 
lished that one party .securing a clear-cut 
majority ensures that the people’s man¬ 
date remains with tliat political fornudion. 
After all, the Eighth Lok Sabha saw Rajiv 
Gandhi’s Congress getting a massive 
majority, with its members reaching the 
proverbial 420 figure And yet, within a 
very short time, the mandate had been lost 
and although the majority remained intact, 
the people demonstrated unequivocally 
that Rajiv Gandhi had lo.st the right to nile. 

Thus, it IS difficult to figure out why 
there is so much fuss about the prospect 
of the coming elections not resulting in 
a parliamentary majority foi any single 
party Many, it not mo.st. commentators 
and, more significantly, stockbrokers have 
concluded that a hung parliament presages 
nothing short of political instability, so¬ 
cial conflict and economic calamity for 
India. And, it is this that has promised 
them to suggest alternatives premised on 
the absolute requirement of sU^ility as part 
of the pre-polls and post-election scenario 

This IS most peculiar. For one. this posi¬ 
tion IS not prepared to accept the clcctor- 
ate’sabsolutenghttogiveadcliberatc man¬ 
date for relative political instability. Sec¬ 
ondly, It presumes an artificial and one- 
to-one correspondence between politics 
and economics It ignores not only the 
experience of coalition and quick-change 
governments in India itself but also dis¬ 
misses international experience in this 
regard. Forin$tance,whileItaly is curremly 
very much part of the political discourse 
in India, the political ctess and CIl tmsi- 
nessmen derive no lessons from thecase of 
Italy which has seen more thm SO govern¬ 
ments in the years since the second world 
war and yet managed enviable growth. 
Thirdly, those who peddle the prospects 
of instability and insecurity also under¬ 
mine the very essence of democracy as it 
is evolving in India. 

One of the paradoxes of Indian democ- 
racyisthataithoughitisbasedontte West- 
minster-stylefina-past-the-postmodeof elec¬ 
tions. in actual fact it has been developing 
as a proportional representation system. 


There is much more than irony in me 
cartoon which depicted a ballot box with 
the slogan ’Vote Your Caste Ifcre’ em¬ 
blazoned across It. There is truth in it toa 

Before the Republic of India adopted 
universal adult franchise, the British had 
instituted a restricted voung pattern based 
on separate electorates That was acumber- 
some and essentially anti-republican 
system but it did touch a popular chord 
inasmuch as it reflected some social dis- 
tincuons. It divided the voters among 
Hindus and Muslims and in the end di¬ 
vided ttecountiy itself. As such, the system 
was not acceptable to modernists, idealists 
and even political realists who thought 
beyond the immediate. Nevertheless, the 
fact is that the population of the country 
IS divided on religious and caste lines and 
a secular citizenship is yet to emerge. 

Meanwhile, and ironically aided by the 
democratic - as distinct from Republican 
- process, the social divisions have been • 
further reinforced. The Constitution de¬ 
recognised caste and, with Canutian ar¬ 
rogance, the Founding Fathers ordered the 
tidesof’jati* to roil back. Despite the pious 
intentions, however, this did not happen. 
What happened instead was the develop¬ 
ment of caste no so much as continuation 
of an iniquitous and archaic social pheno¬ 
menon but asapohticalcausgory. It became 
die mode for exprcs.sing political solidar¬ 
ity, even expressing identity, and seeking 
economic advancement through inchoate 
group action. In India, after ail, in spite 
of the influence of the enlightenment on 
those who charted the idealised contours 
of Its polity, the individual is still to be 
bom in the political-economic realm. 

Caste and otter pre-modem group iden¬ 
tities still form the basis of social func¬ 
tioning in India and they have shown 
much more resilience, adaptability and 
pcuency titan counterpart institutions like 
ethnicity that exist in otter parts of the 
world. In fact, it is inaccurate even to refer 
to them as pre-modem because the form 
in which they exist and function today is 
very different from their classical patterns. 
These institutions have got deeply politi- 
Jsed and, in some respects, even demo¬ 
cratised. Simultaneously, politics and 
democracy too have found these institu¬ 
tions as appropriate media. As such, there 
has been an overall ‘ca.stetsation’ of the 
polity, with even religious and ethnic mino¬ 
rities becoming in effect castes. For inst¬ 
ance, in most partsofindiatoday, Muslims 
function more as caste groups with hori¬ 
zontal solidaniy and vertic^ patronage- 
clientilist relations than as a theoretically 
egalitarian religion. Similarly, adi vasrs too 
are fast turning into castes. 
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In political lcnn!i. this process hasexprcs- 
scd itself through the phenom^n of vote 
banks through which not only do poliii- 
ciaiLscapitalisctheirappeal but electors too 
are able to extract concessions and bene¬ 
fits This has added depth to what would 
otherwise have been mere formal democ¬ 
racy in India and made it really worthy 
of being referred to as the world's largest 
- and possibly deepest - demm-racy. The 
comparison of voting ligua's in India with 
thoseintheM>-callcdvilHantdein(x:nu;ies in 
the west is evidence enough of this* voters 
take their franchise senoasly in India 
The consequence ul this is to be seen also 
tn the assertion ot vote powerby large vote 
blocs.Overaperiodof time, the dominance 
of the narrow elite si^gmcnts over politics 
has started disappearing In the first tew 
elections, they had a virtual monopoly over 
elected office. Later, as the lower ordeis 
started stirring thcm.selves. the elite began 
using .some of them as stoini-tnKipcrs, 
booth-capturers and drum-beaters How¬ 
ever. the emerging leaders among the 
backward castes soon saw through the 
game and demanded direct participation 
inthepoliticalgamc Thcclassiccxamplc of 
this IS the Baghpat constituency in western 


UP There dalits and other unprivile^ 
sections were not allowed to exercise their 
franchise for years and yet Chaudhaiy 
Charan Singh managed to project himself 
as the leader of the ‘hitherto dispos.sessed'. 
Howevci. when the Mandal recommenda¬ 
tions were finally implemented by V P 
Singh, the jats, who formed the support 
base of Charan Singh and his party-hop¬ 
ping .son Ajit Singh, suddenly discovert 
their upper caste character and the ahir- 
jat-gujjar-rajput (AJGR) hegemony over 
the backward castes was shattered. From 
then on, as the upper castes, includingjats. 
tinted with the BJP and the Congress, the 
backward castes began a relatively au- 
toiKimous electoral assertion 

Similai things happened in olhci part.s 
of (he country too In Bihar, the leadership 
ofKarpoon Tliakur replicated the political 
change that had been brought about in the 
south by B V Kamaswainy Naickcr and 
othci non-hrahmin ideologues In We.si 
Bengal and Kerala land reforms liberated 
the subaltern classes to some extent and 
in Maharashtra thedalit movement left its 
political impact 

The pix)rc.st sections, dalits and adivasts, 
have, by and large, not yet started as.scrt- 


ing themsel vesas much as backward castes 
have and even Muslims have been, by and 
large, politically diffident. However, one 
of the most vital features of democracy is 
its demonstration effect More and more, 
these sections too will do unto the inter¬ 
mediate castes what they did unto thq^ 
upper castes and democracy itself will be 
deepened 

If in this process, the electoral system 
becomes one based, in effect, on propor¬ 
tional representation, there is no harm in 
It Indeed, even if it results in some po¬ 
litical instability, not only can nothing be 
done about it but it will actually do good 
to Indian democracy, fhe more the num¬ 
ber of those who share in power the better 
and. in any event, social and economic 
change cannot be achieved in an atmos¬ 
phere of stultifying political stillness. It was 
said a long time ago, albeit in a different um- 
lext, that if order is injustice, disorder can 
well be justice. Thus, if the political insta¬ 
bility represents India caught in the throes 
of social and economic change, so be it 

In any case, as the electorate has had 
good reason to notice, in the stagnant potu 
that has been Indian politics up to now 
only the scum floats up. 
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Senior Programme Officer 

SWISSAID IS a NGO Funding Agency based in Berne, Switzerland. SWISSAID encourages a developmental 
process aiming at a socially just, ecologically sound and democratic social order and economic system. SWISSAID 
supports the endeavours of Partner organisations creating opportunities, both at a local and regional level, where 
changes and development from inside and from below can take place SWISSAID India is based in Mumbai 
and supports Partner organisations in Gujarat, Madhya Pradesh, Maharashtra and Rajasthan 

The current vacancy for the Senior Programme Officer position is only tor women candidates. She will be 
entrusted with the responsibilities of interacting with partners, developing project p^'-posals, appraisal, monitoring 
and related tasks The position is based in Mumbai and involves considerable travel in the above states. 

The candidates must be Post Graduates with relevant experience in the NGO/Development Sector of a mmimum 
five years of which at least 3 years must be solid field/grass roots experience and must have good communication 
and analytical skills, understanding of development issues, commitment to social justice, equality and democratic 
processes, be gender sensitive and must be fluent in Hindi, Marathi and/or Gujarati, apart from good oral and 
written skills in English. The candidates must also be proficient m the use of computers and have demonstrated 
skills in assisting in administration and finance matters. 

SWISSAID offers a three-year contract (renewablo with mutual agreement) with gross salary in the range of 
Rs. 13,000/- to Rs. 18,000/- per month depending on expenence and competence. In addition, an attractive 
social security package equivalent to thre months salary per year is also provided. Only women candidates 
based in Mumbai or willing to be located in Mumbai need apply. 

Applications with a detailed Curriculum Vitae and a one page note on how your experience/exposure makes 
you suitable for the above position, along with two references must reach the Coordinator, Swissald India, 
301-B, Sai Niwaa, Subhash Road, Vile Parle (E), Mumbai - 400 057 latest by 4th June, 1998. Only shortlisted 
candidates will be contacted for interview to be held in Mumbai, dunng mid June, 1999. No enquiries on phone 
or in person will be entertained. Please mention your contact telephone numbers in your application. You may 
also send applications by email to swissaidOvsnl.com 
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Sonia Gaiidhi’s Nationality 

Politics and Xenophobia 

Amradh Drshpande 

A constructive political criticism of Sonia Gandhi and her style of 
politics can ordy be predicated upon whether Congress, under her 
leadership, am emerge as the pivot of a liberal consensus in 
opposition to BJP's conservative consensus, not an xenophobia. 


rr is quite obvious that despite ‘victim* 
Vajpayee, the bomb, bus, budget and an 
expected ‘sympathy' wave, the BJP and 
its Sangh parivar and a section ot the 
Congress are afraid of Sonia Gandhi. There 
are reasons underlying this fear History 
shows that the BJP, its forerunner the Jan 
Sangh and their parent orgtmisation the 
RSS. have rarely done well against a 
Congress led by a member of the Nchiu- 
Gandhi family Furthermore, as electoral 
results of 1998 and current trends indicate, 
a Congress united under Sonia Gandhi’s 
leadership is already attracting to its fold 
diverse elements from regional parties and 
the parties of the former Third Front. This 
might frustrate .several regional leaders 
entertaining ambitions to upstage Sonia ai 
an opportune moment both inside and 
outside the Congress Given the political 
potential of the Gandhi family, and the 
pos.sihility that the Congress might learn 
important lessons fium the April blunder, 
a united Congress can still mount a for¬ 
midable challenge to the recently formed 
National Democratic Alliance. In UP, 
while the popularity of a disunited BJP is 
declining, a significant portion of the upper 
ca.sle and Muslim vote is .said to be shitting 
to the Congress In Andhra Pradesh, if 
press reports are to l^e taken seriously, 
Tekgu Dc.sam is .set to lose a large per¬ 
centage of the minority votes as a conse¬ 
quence of Naidu’s pro-BJPposturcs. Other 
splinters ofNT Rama Rao’soriginal party 
might align with the Congress or the Left 
during the coming elections to assist the 
decline of Chandrababu Naidu 
In Maharashtra the unsavoury reputa¬ 
tion of the mling Shiv Sena-BJP alliance 
and the Pawar strategy could have deliv¬ 
ered once again in favour of a united 
Congre.ss. Even if Paw ar leaves the Cong¬ 
ress, Qt is expelled from it. as a regional 
Maratha leader and part of a new Third 
Front, he might still damage the ruling 
alliaiKe in the state. Obviously, the BJP 
is witness to these trends and therefore it 
IS trying its best to project a Vajpayee- 
Sonia comparison as the lynchpin of its 
election campaign. This comparison, it is 
probably assuined by the BJP campaign 
managersandBJPsupportersin the media, 
will keep the electorate focused on their 
greatest asset Vajpayee to the exclusion 


of other more important issues and crucial 
BJP failures in the recent past. A .section 
of the Congre.s.s. led by F^war. .Sangma 
and Anwar, have countered this by asking 
Sonia to propo.se. in the Congress mani¬ 
festo, a widely publicised constitutional 
amendment rc.serving the posts of the prime 
minister, vice-president and president fur 
a ‘natural bom’ Indian and renounce her 
prime ministerial ambitions once and for 
all. Ostensibly, the purpo.se of this revolt 
IS to disarm the BJP But actually it has 
been mounted by politicians in the Con¬ 
gress who lace the prospect of becoming 
marginalised in the organisation due to the 
uninterrupted rise of Sonia Gandhi in 
Indian politic.s. The letter written to the 
Congiess president by Sharad Pawar. P A 
Sangma and Tanq Anwar on May 16. 
should be read in this context. (See the 
verbatim copy of the letter in The 
Hindustan Times. May 17.) 

Little else can explain the perversity of 
the ongoing personalised campaign against 
Soma Gandhi launched by the BJP and 
its allies Important Congressmen, who 
suddenly find their party president a great 
electoral liability, have apparently joined 
this campaign for practical purposes. 
Consequently a number of irrational and 
historically immaterial things arc openly 
being said aKiut Sonia Gandhi in the run 
up to the coming elections. Leaders of the 
VHP. never known for the sanity of their 
public pronouncements, have called her 
a foreign agent plotting the disintegration 
of this country The sitting defence min¬ 
ister. in extremely bad taste, has asked her 
to go back to Italy Another BJP ally has 
laid claim In the real legacy of the Nehru 
family. The Shiv Sena supremo, in his 
inimitable iascist fashion, has vowed not 
to let her become the prime minister. And, 
to confound matters more, a section of her 
party men has politely demanded her head. 
In sum, never in the history of Indian 
elections have the colour and ongias of a 
political leader mattered so much. For the 
moment the detractors of Sonia Gandhi 
inside and outside the Congress are stixip- 
ing so low that the time has come even for 
the left wing cniicsof the Congress to com¬ 
ment on the pseudo-nationalism repre¬ 
sented by hindutva, and its hidden allies in 
theCongress, to separate the personal from 


the public in the interest of civil society. 

The BJP and some of its allies, haunt^ 
by the spectre of Sonia’s political rise, 
have expiessed the following appiehmi- 
.sions about her becoming India's prime 
minister much before the elections due in 
Septemher-October 1999. Firstly, it is 
being said that since Soma is not an ethnic 
Indian she should mit be ‘allowed’, pre¬ 
sumably by the electorate, to berome 
India's prime minister Secondly, the BJP 
is asserting that Sonia, an Italian by ongiii. 
docs not understand India enough to 
become a sensitive leader of its parliamen¬ 
tary majority. Thirdly, it is being tomtomed 
that Sonia has noexpenence of parliamen¬ 
tary politics and hence is unfit to lead and 
govern the country. This point about 
experience is also mentioned in the letter 
of May 16 No one can deny that these 
assertions do appeal to a large section of 
the middle classes but their influence on 
the minonties, poor and coming electoral 
outcomes remains to be seen. Let us 
examine their veracity in the light oi some 
historical examples. 

Should Soma he ‘allowed’ to become 
India’s prime minister despite herongins? 
Should the Constitution be aniencM to 
debar ‘outsiders’ from holding high office 
in India?Commenlalorscntical of Sonia’s 
origins have referred to the Constitutions 
of some countnes to illustrate their point. 
But, in the interest of democracy, these 
discnminatory documents must be re¬ 
formed and not held up as samples of 
positive nationalism. A few random ex¬ 
amples are sufficient to prove the point 
that the country of adoption, work and 
social contribution and not origin should 
rationally matter in the holding of high 
offices by individuals. General Eisenhower 
was of German extraction but that did not 
prevent his commanding the Allied forces 
in Europe dunng the second world war or 
becoming one of the post-war US presi¬ 
dents. This only proves that in a country 
like the US, which resembles India in 
many ways, defining a ‘natural bom’ can 
never be ea.sy. One does not huve to be 
Anglo-Saxon only to be classified as a 
natural bom US citizen. One can be Black. 
Hispanic or even Indian. In this sen.se the 
meaning of ‘natural’ and ‘bum’ change 
Have English monarchs always been 
English. How English was Richard tlic 
Lionhearf/AfterElizabethl’sdeatli. James 
(son of Mary Queen of Scuts) ascended 
the throne. After the glorious revolution 
of the 17th century. William of Orange 
was invited to become the king of bn- 
gland. The European aristocracy wa.s 
almost always cosmopolitan and blood 
relations between ‘national enemies’ were 
common. Have ethnic Indians like Shiv- 
sagar Ramgooiam or Aninidh Jagganath 
not held the highest political positions in 
Mauritius. Arc Indians not fighting the 
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discnmination launched against them by 
the ‘natural bom’ in countries like Fiji 
which now has an ethnic Indian pnmc 
minister? It is well known that many 
Europeans contributed to India's freedom 
struggle. People like Mother Tcressa, 
Graham Slaines and activist-scholars like 
Gail Omvedt are certainly better Indians 
than many sons of tlie soil trying their 
pathetic worst to ape Amenca and migrate 
to the west or the majority of the NRIs 
with their e-mail nationalism or the resi¬ 
dent non-Indians fRNls) busy partying 
and shcxiting bartenders 
Where .should the Indian ruling class 
place Sonia Gandhi in this context? She 
fell in love with an Indian and mamed him 
many years ago She bore him two chil¬ 
dren and lived with his family in India. 
Here the wife belongs to the husband's 
family. She may remain tond of her 
maternal home but after marriage her 
‘goira’, caste and often rcligion changes 
in accordance with castom That is the 
Indian way and that isthe prescribed Hindu 
way. Stnctly speaking, and to stretch the 
point a little further, therefore, Sonia is 
neither a Hindu nor a Christian but, given 
Firoze Gandhi’s religion, a Parsee. And 
being so. she finds herself in the illustrious 
company of Dadabliai Naorop, Nani 
Palkhivaia. Soli Sorabjee, Homi Bhaba 
and many otherdistinguishral Parsecs Now 
can you call the Piusccs, ongiiially Irani¬ 
ans. un-lndian, or anti-Indian? That could 
weD depend on where the BJP finds itself 
vis-a-vis the Parsec community in future 
This point has been made only to a.sscil 
that Sonia's ongins do not matter as much 
as her capalnlity to deliver the gtxxis as 
India's future prune minister. That, how¬ 
ever, remains to be seen. Furthemiore, how 
will a situation be accepted or charactcnscd 
if .she becomes thede jm to prime minrstcr 
and someone else remains de jure Pntb- 
ably such a hypocntical luni ol events will 
be tolerated by her pre.sent critics There 
IS one more issue here Suppose she dix-s 
become the pnmc minister, won't there he 
enough time to discredit and bring her 
down later or do the cntics believe that 
she will become the I’M for all times to 
come. Since that cannot be the case per¬ 
haps they arc afraid ol a lasting Congress 
unity under her leadership 
The second charge is ahsiut sensitivity 
It is suggested that Soma cannot be sen- 
.sitivc to India’s needs in the same way as 
an Indian can be The history ul the BJP 
and Its paieni the RSS highlights the role 
of political sensitivity and its abu.se by 
unscrupulous politicians brilliantly What 
was the sensitivity, wc may ask, which led 
to L K Advani’s dangeious rath yatras, the 
demolition of the Bahn masjid and the 
subsequent communal riots in l<J92-9.1'’ 
A few months ago when segments of the 
Sangh pan var were pci securing Christians 


in Gujarat and Orissa on the basis of a 
preposterous and malicious propaganda, 
Vajpayee, instead of acting against the 
vandals, called tor a national debate on 
conversions. His home minister, even 
before the inquiry into the Staines murder 
was completed, exonerated the Bajrang 
Dal. Latter, on the eve of the Pakistan 
cricket team's visit to India, Advani 
kowtowed to an ally whose contempt for 
democratic and republican norms is well 
known. Both Vajpayee and Advani are 
‘ethnic’ Indians (though the latter was not 
horn in the Indian Union) but how sen- 
.sitivc to India’s cause or pluralistic social 
fabric have their actions and pronounce¬ 
ments been in the recent past. The list of 
‘Indian’ politicians whose sensitivity to 
Indians, by and large, is conspicuous by 
Its absence is inde^ very long ami will 
undoubtedly include so-called .socialists 
like Fernandes, the Yada v duo and several 
regional satraps now aligned cither with 
the BJP or the Congress. Since there is 
no point in the kettle calling the pot Slack 
It IS safe to conclude that in India, as in 
all class .societies, social sensitivity is 
generally a matter of caste, class, religion 
and language preferences It might have 
very little to do with a person's ongins. 

llic third point is about Sonia’s inex- 
penence in parliamentary affairs Nodoubt 
she has never been an MP but, really, it 
docs not take too much to behave like 
Indian MPs. Live telecasts of our parlia¬ 
mentary proceedings suggest that experi¬ 
ence has little to do with an individual's 
role in them It i.s expected that Sonia, as 
a member of the Nchru-Gandhi family, is 
probably aware ol parliamentary norms in 
the same way as Advani. an RSS agitator 
at hcan, is aware of extra-parliamentary 
political methods How much expcneni-c 
did Vajpayee have as a politician before 
he became India's most helpless prime 
minister? Obviously a lot How much 
experience did his deputies have before 
many of them became mtm.sters in 1998? 
And what could his government deliver 
despite his long political experience? In 
matters of home - spiralling cnnic and the 


persecution of Quistians. In defence-the 
sordid Bhagwat scandal and s hameful 
attempts to sneak into the CTBT. In the 
economic sphere - policy indecision, 
unprecedented inflation and high unem¬ 
ployment. So where is the positive cor¬ 
relation between experience and gover¬ 
nance. Narsimha Rao had great experience 
at his command as the FM in 1992-93 but 
for all that he could neither stop the 
demolition of the Babri masjid nor quickly 
restore law and order during the bleak 
winter of 1992-93. The BJPex^rience of 
ISI98-99 and its record in various states 
shows that if there is no will to govern 
well all your experience is useless. 

All thisdoes not mean that Sonia Gandhi, 
Ol anyone for that matter, is above criti¬ 
cism But criticism should neither throw 
civility nor usefulness to the winds. Al¬ 
though Sonia led the Cbngress to spec¬ 
tacular victories in the assembly polls of 
I99K she was beguiled into toppling the 
Vajpayee government prematurely in Apnl 
1999 by people who were most probably 
conspiring against her simultaneously. 
According to several commentators this 
exposed her political naivete and made her 
appear politically mortal for the first time. 
Sonia Gandhi knowingly presides ovet a 
corrupt, inefficient and irre.sponsihlc 
political organisation full of opportunists 
and sycophants waiting to do her in at the 
nght moment. More than anythingel.se the 
policies of ‘pragmatic communalism’ 
followed by the Congress in the eighties 
elevated the fortunes of the BJP and gave 
India its worst government since indepen¬ 
dence in 1998-99 Will a Congress, led 
by Sonia Gandhi, rejuvenate iLsell and roll 
back the tide of communalism represented 
by tile National Democratic Alliance. Will 
the Congres.s emerge as the pivot of a 
liberal consensus in opposition to a con- 
sciv itive consensus revolving around the 
BJPinastable appropriate two patty system 
in future. A constructive political criti¬ 
cism of Sonia Giuidhi and her style of 
politics can oniy be predicated upon the 
answers to these questions and not on 
xenophobia. 


THE APPAN MENON MEMORIAL AWARD FOR 1999 

The Trast proposes to award a grant of Rs One lac every year to professional 
journalists working in the area of World Affairs or Development news with 
an Indian perspective. Journalists from any media with 3-5 years experience 
can api 'y by submitting the following 

• A brief project proposal (1(X)0 words) 

• Curriculum Vitae and 1 letter of reference 

• Samples of recent work 

The selection of the proposal to be awarded for this year will be by an 
eminent jury. The grant will be made in September 1999, 

Applications should reach the address below by June 30th 1999. 

The Managing Trustee, The Appan Menon Memorial Trust 
N. 84, Panchshila Park, New Delhi 110017 
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In Search of an Economic Supermodel 

Ninnol Knmar Chandra 


The new euphoria emanating from Washington was inconceivable 
before the collapse of the Soviet Union. Apart from being the world’s 
only superpower, the US is by far the richest country and has the 
lowest unemployment rate. What else does one need for an economic 
supermodel? 


THE ECONOMIST, a leading conscience- 
keeper of Anglo-American neo-liberalism 
fashioned by Ronald Reagan and Marg¬ 
aret Thatcher, is unflinching in its com¬ 
mitment to the great cause. Yet it does 
occasionally bring under the microscope 
the warts and pockmarks that disfigure the 
face of all contemporary economie.s. in¬ 
cluding the holy land of the US 

As Japan has been caught in the quag¬ 
mire of receasion in this decade, and more 
dramatically, after the meek surrender 
before the IMF of South Korea, once 
acclaimed as Asia's next giant, members 
ot the Washington think-tank (there are 
large brigades outside) behind the IMF 
and the World Bank, have been stndently 
calling for the enthronement of the post- 
1980 Anglo-Saxon economic model as 
the only efficient and viable model tor the 
whole world One can pick up any ot the 
major issues being debated today across 
the nations, like the barriers to trade and 
capital now.s, rules for corporate govern¬ 
ance. intellectual property rights, capital 
adequacy norms for banks, the asset 
aimposition of pension funds, trade union 
rights, minimum wage norms, environ¬ 
mental .standards, and so on On all these 
America'sofficial proc lamations, not what 
transpires in real life, are held up as the 
norm, ignonng the vai leties of capitalism 
whether Japanese, French. German or 
South Korean. 

This new euphoria emanating from 
Wa.shington was inconceivable pnorto the 
collapse of the USSR. Apart from being 
the world's only superpower, the US is 
by far the richest country and has the 
lowest unemployment rate What else does 
one need for an economic supermoder/ 

The Economist (A.pT\\ 10,1999)remams 
unconvinced. It argues Uiat what matters 
m the long run is*not just the level of per 
capita income but its rate of growth over 
time. Further, incomes may rise due to a 
number of accidental factors or shocks, 
extemalas well as internal. But one cannot 
count on these as asoutceof future growth. 
Productivity of factors, especially of 
labour, is therefore a crucial element in 
the scenario. 


It is familiar to all that growth rates are 
highly .sensitive to the choice of time 
horizon Dunng 1992-98, for instance, the 
US GDP marched ahead at an impressive 
3.1 per cent per year, leaving way behind 
both Japan (0 8 per cent) and Germany 
(1.7 per cent) But the latter countries have 
been in a recession since 1992. Moreover, 
Getmany had to pay dearly for reunification. 
However, if one takes a longer stretch, 
1989-98, the rankings change dramatically 
Annual GDP growth rates were similar at 
around 2 per cent in the US and Ger¬ 
many, Japan at 1.8 percent did trail behind, 
but the shortiall was less than 1 per cent 
Regarding per capita GDP which is surely 
a belter indicator, We.st Germany (exclud¬ 
ing the erstwhile Fast Germany) moves 
to the top with |usl under 2 percent growth 
pci year, lollowed by Japan (1 6 per cent) 
and the I IS (close to 1.5 per cent) In GDP 
per employee, We.st Germany again headed 
the list at 2 per cent growth per annum, 
while the rates were significantly lower 
at I 4 per cent in Japan, and 0.9 per cent 
in the U.S On thc.se three cntcria, it is 
impossible to assert that the IIS led the 
pack Furthei. the Bntisheconomy “which 
has done the most to copy America", has 
grown more slowly than either France or 
Germany, over the pa.st decade. 

Coming to unemployment lates over the 
.same period. West Germany was the worst 
at almo.st 8 per cent, hut Japan (2.S per 
cent) was far ahead of the US (6 per cent) 
However, the latest (early in 1999) unem¬ 
ployment rate in Japan (4 6 per cent) 
exceeds that of the US (4.2 pei cent) 
Besides. Japan’s official figures most 
probably umlerstate the magnitude of the 
unemployment, and Britain's current 
rccoid (6.3 per cent) is also far better than 
West Germany’s(l 1.1 percentJorFrancc's 
(11..S per cent) 

The neo-liherals focus on unemploy¬ 
ment rates to pu.sh their case. But The 
Economist rightly brings in another con- 
sidciation, namely, that of equity. The 
richest 20 per cent in the US earn nine 
times moie than the poore.sl 20 per cent, 
as against a corresponding ratio of 6:1 in 
Germany and 4:1 in Japan Equally strik¬ 


ing is the fact that the poorest 20 per cent 
in Japan are one-and-a-half times better 
off than their counterpart in America, 
although American per capita income 
exceeds that of Japan. 

Clearly, The Economist does not regard 
the US as anything like a ‘perfect’ model. 
Moreover, die hefty growth in recent years 
is probably cyclical, currently, the 
economy “looks bubble-affected > with a 
high risk, therefore, of a .sharp slowdown 
or recession over the years" The weekly 
alsodrawsupitsown ‘wish list’ tor durable 
growth - high savings, openness to trade, 
good cducauon, the rule of law, and sound 
fiscal and monetary policy. Each oi the 
major country mo^is emjdiasises ‘par¬ 
ticular ingredicms*, precluding any rank¬ 
ing among them 

Actually, The Economist'y position is 
like that of a not-so-brave agnostic who, 
perhaps nudged by a more a.<iserti ve parent 
or sp 9 U.se, follows all the rituals enjoined 
by tte religious priests. What else ex¬ 
plains the strange coincidence between 
tlie weekly's position on practically every 
major issue, and that ot the Washington 
think-tank? 

Let me delve a little more into the 
question of unemployment Without com¬ 
mitting Its heart and soul to the Anglo- 
American dogma. The Economist finds an 
escape route, charactensing the Amencan 
model as “the most successful jub-creat- 
ing machine” A penetrating study by 
Buchele and Chcstianscn' does vindicate 
this assertion. Between 1984 and 1991, 
more jobs were created in both the US and 
the UK than were lost; in West Germany, 
too, that was the situation m 1983-90. But 
Jn Italy and France there was a net loss 
of jobs during 1989-92 oi 1988-92 In all 
likelihcKid, the superiority of the Anglo- 
Amcncan ‘machine’ would be more pro¬ 
nounced in recent years. 

Does It mean that high ‘labour market 
flexibility’, as prevails in these two coun¬ 
tries. ensure some job or other lot the 
workers'* An appropriate measure is the 
rate of ‘long-term unemployment'; i e, the 
number of persons in the ‘labour force’ 
who had no jobs over a long period, usually 
6-12 months; short-term unemployment 
could well be treated as ‘traiisitiunal’ or 
‘fnetionaf in nature and thus ignored 
Bucheic andChislianscn also include under 
jobless the ‘di scouraged’ woikcrs, i c, those 
who give up the 'search' lor employment 
for one reason or another, and thus cease 
to be part of the olficially defined ‘un¬ 
employed’. If the quantum of unemploy¬ 
ment benefits gets more meagre overtime, 
as in the US or the UK. the proportion of 
dcscouragcd workers lends to n.se. Finally. 
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the number of persons in prisons for one 
cnme or another is unusually high both 
in the US and the UK Official statistics 
everywheie exclude pnsoncrs from the 
labour force On the premise that lack of 
jobs drove the convicted to crime, one can 
also count them as unemployed. After 
taking into account the discouraged work¬ 
ers and the incarcerated, Buchcle and 
Cliistiansen found that the long-term male 
unemployment rate (in percentage) in 1993 
stood at 3 3 in France, 2 7 in West fJci- 
many. S.4 in Italy. 6 6 in the UK and 3 5 
in the US Thus a men* compaiison of the 
official unemployment rates is quite mis¬ 
leading Butheie and Chistiansen con¬ 
cluded that introduciion of labour market 
flexibi Iliya la the 1>.S ot the UK is unlikely 
to reduce unemployment in continental 
Europe 

The Economist libcially cites scholarly 
publications, but in the Fund-Bank tradi¬ 
tion tends to overlook oi underplay contra¬ 
rian views How else does one explain the 
weekly’s running diatribe against labour 
market rigidities in continental Eurupc, 
Japan. South Korea, India, etc*' This dia¬ 
tribe re.sis on an axiom* workers are by 
nature shirkers, who must face the threat 
of dismissal to put in thou best. In that ca.se, 
why did no one discovei it dunng the so- 
called golden age of capitalism (19.5()-73) 
when the unemployment rate remained uni¬ 
formly low at 2-3 per cent in west Europe 
as well as Ametu a? Surely, no one will 
claim that benefits became more generous 
in .subsequent years The nco-liberals 
would then have to .show that .somehow 
workers became more indolent in the recent 
past. Ot course, they have not produced 
an iota ot evidence to substantiate the 
claim. What then remains of ‘labourmarket 
flexibility’ except as a mantia'’ 

Much the same could be said about the 
other gospel ot nco-liberals, namely, the 
’openness' of an economy. Back in the 
late 1960.S, The Economist was one of the 
earliest to draw our attention to lapan’s 
‘miracle’ economy After the Korean 
debacle of Novembe. 1997, the weekly 
took a harsh position, advising the IMF 
not to bail out the country, and joined the 
Washington-lcd choius in lamba.sting 
‘crony capitalism' Yet inoncmajorpicce, 
the weekly mcogmsid that the Korean 
system, with massive state intervention 
and the chaebols as leading actors, had 
performed amazingly well in the pmvious 
decades; yet the old system is no longer 
tenable. Implicitly, the weekly conceded 
that different strategies an* needed at 
different stages of (k'velopmcnt How cun 
a now conclude that an 'open Hading 
sy.siem’ is gixMl for all si!a.sons‘' 


As for Japan, The Economist’s present 
petition iscvoi more tortuous. The ‘success¬ 
ful part' of that economy in the 1970s and 
19X0s was the export sector that "actually 
looked more like the Amencan free-mar- 
ket model than the supposed Japanese 
bluepnnt of government intervention”. 
Further, the much lower tax-GDP ratio in 
Japan demonstrates that the government 
meddles less in the economy than else¬ 
where in the industrial world. One is thus 
left in doubt whether Japan was really all 
that different from the American model 
True, the Japanese government could do 
little to promote the export of Toyota cars 
or Toshiba laptop PCs. However, the late 
Saburo Okita, a key architect of Japanese 
planning, reminded an Indian audience in 
1993 that if hiscountry allowed free import 
of cars in the 19.50s, no cars would have 
rolled out of any factory there. Or, a 
successful import-substitution policy in 
the in.tial years was a necessary pre¬ 
condition tor the flourishing export busi¬ 
ness in later decades Even now it is hardly 
po.s.sihlc to call Japan an open economy. 
Contrary to trends everywhere else, her 


import-CDP ratio has practically halved 
in the last decade. Besi^, the ratio of her 
manufacturing imports to domestic value- 
added in manufacturing is by farthe lowest 
among the industrial countries, and much 
lower than that of pre-1992 India - the 
world’s most protected country, accord¬ 
ing to prominent neo-liberals. 

Thus for all the attempts at objectivity, 
The Economist is just as subjective in its 
choice of arguments or periods as the 
pundits it takes to task. It may be overtly 
sceptical about the existence of a ‘perfect 
model’ and may highlight the importance 
of equality. But that is only for the sake 
of record, and a means of preserving its 
image as aconscience-keqicr. All its policy 
pronouncements are barely distinguish¬ 
able from those of the Wall Street - the 
guiding spirit and the material force be¬ 
hind contemporary neo-liberalism 

Note 

1 R Buihete and J Chiiuanven, 'Uo bmploymcnt 
and Income .Secunty Cause Unemplnyitieni'i 
A Comparative Study of the US and the 
F,-4', Cambridge Journal of Kionomus, 
Januaiv I9'>8 vol 23/1 
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BJP GoTemment and Minorities 

Ashlar Ali Engineer 

One year of the BJP-led government in office saw increased 
rommunalisation with Christians becoming the new targets of the 
\ingh parivar ouffits. On the other hand, the one year also witnessed 
the prime minister’s bus ride to Pakistan, a heartening attempt to 
repair Indo-Pak relations. 


SO hurtling and bumping the BJP-icd 
coalition has completed one year in office. 
Most of the people thought it would not 
last more than a couple of months. And 
this estimate was not merely out of hos¬ 
tility towards the BJP. The rag-tag co¬ 
alition was quite shaky and subjected to 
different pulls and pressures. In fact, many 
secular outfits like the Samata Party, 
Tiinamul Congress. Lokshakti of Hcgtte, 
etc, propped up the BJP government. The 
BJP itself was not expecting to last very 
long because of such shaky coalition. It 
1 .. therefore, jubilant that it could com¬ 
plete one year What was otherwi.se need 
tot such celebrations’’ A normal stable 
government docs not have to celebrate its 
T^oinpletion of oia* year 

However, now the B IP-led aialition is 
ically in danger of going out o( power 
Hie AIADMK leader Jayalalithahas threat¬ 
ened to withdraw support oi her parly if 
ilie defence minister f ieorge Fernandes is 
not dismissed and the dismissed Naval 
shief Vishnu Bhagwut is not reinstated 
llie BJPha.s. of course, leiectcd her demand 
and has refused to remove the defence 
niinisicr nr a'instate Admiral Bhagwat 
Peeved by reicctioii of her demand, she 
has withdrawn the two ministers of the 
AIADMK from the cabinet The BJP-lcd 
coalition IS thus in real danger. It may iu>t 
survive thi vote of confidence 
y This one year was not easy for the BJP 
It IS no exaggeration to say that it survived 
on day to day basis Nunibei of times its 
coalition partners, particulaily Jayalalitha. 
threw tantrums and made life of the BJP- 
lcd coalition very difficult Again. Mamta 
Bancijee was also not easy to deal with 
llie BJP had to give in to their demands 
time and again The BJP's claim of pni- 
vidin«; stable govcintnent lay in luins 
However, here we arc rot comemed 
with the BJP’s claims for stability or 
otherwise Here we want to examine the 
BJP's performance from secular peispec- 
tive on one hand. and. from the minoiity 
perspective, on the other The BIP’s fa¬ 
mous slogan has been 'lustice for all and 
discrimination agaimst none'. Also, it 
pmincsed riot-froe India to 'he miiKUitics. 
particularly the Muslims !t also found 
ault with ill Nelirusi.iri seculaiism and 
called I, pseiioo v.ciil.iiism' and talked 
of 'positive secuiaristn fhe Nehnivian 


or the Congress .secularism was described 
as 'pseudo' bccau.se it was supposedly 
based on 'appeasement of minorities’ and 
the example of the appca.sement given was 
allowing them to practise their own per¬ 
sonal laws which meant Muslims being 
allowed to marry up to four wives The 
BJP’s ‘positivc.sccularism' woulddoaway 
with the appeasement of minonties and 
instead set up non-discnimnatory regime. 

It had also promised its Hindu voters 
that It would construct the Ram Janma- 
bhoomi temple il it came to power It was 
not po.v.ible for it to fulfil this promise as 
It did not enjoy absolute majority in the 
parliament At lca.st that was how it ex¬ 
plained to Its hiiidutva supporters. But 
some symbolic gestures were also neces¬ 
sary to satisfy the hardcore elements and 
hence pillar caiving for the temple was 
duly puhliciscii The VHP maintained that 
It w'lll go ahead with the coastruction of 
the Ram temple and fixed 2003 as the date 
of Its completion Tlic VHP said that we 
will go ahead even if the Supreme Court 
judgment goes against us, it is matter of 
our faith and no court can interfere with 
our faith. Howevei. the BJP kept a dit:- 
tance fnim the Ram tempfc coastruction 
and maintained that it can fulfil its promise 
to construct the temple only when it gets 
absolute majority in the parliament But 
It did not take any step to stop carving of 
the pillars firstly, as it falls within the state 
jurKsdiction and secondly because anyone 
IS Ian: to carry on ^uch activities and no 
law can prevent it 

Before we take stock of vanous events 
pertaining to minorities and secularism, 
we would like to throw .some light on 
BJP’s philosophy and the pluralist soci¬ 
ety Here the most important question is, 
can a party with purely partisan interest 
rule over a country with pluralistic scki- 
ely’’ The Indian socio-rcligious si'enc is 
extremely complex It is not only the 
Muslims and Chnstians, Sikhs. Buddhusts 
and Jams, but also of extremely vaned 
re iigm-cultural traditions of Hindus them¬ 
selves Also. It is not only the question 
of Hinduism alone Other religions ton 
reprcscni pluralis'.ic traditions II the rul¬ 
ing patty a.ssix:iatcs iLscll with any reli¬ 
gion. the question arises which sect or 
tiadition of ihat leliginn it will associate 
w iih’’ III Pakist.in also the question is with 


which Islam the.government will be as¬ 
sociated? The Siinni Islam? The Sbi’ah 
Islam? And if Sunni Islam, Dcobandi or 
Baielvi or Able Hadith? 

If the BJP associates itself with Hindu 
religion then with which tradition of 
Hinduism? Hinduism embraces hundreds 
of traditions within its fold Thus, in a 
democratic set up diversity always puses 
a problem. This problem of diversity can 
be tackled only if the state lemains secular. 
Mahatma Gandhi, though was an intensely 
religious person, knew dangers of religion 
getting associated with .state and hence he 
advocated a secular state. 

The BJP which advocates the hindutva 
philosophy will find it extremely difficult 
to obtain absolute majority in parliament 
as not only that non-Hindus will not vote 
fur it but also many Hindus will not. Both 
liberal and secular Hindus will keep dis¬ 
tance from It and also religious-minded 
Hindus too. Religious beliefs can never 
be coterminous with political ideologies. 
It is no wonder then that the partition 
project was not supported by religious- 
minded Muslims Tlic BJP also draws its 
support mainly fnim middle class or trad¬ 
ing class Hindus and not neccssanly from 
religiously believing Hindus At least two 
of the Shankarachaiyas have shaipiv at¬ 
tacked the VHP and its policies 

Also, the religious appeal has obvious 
limits. You cannot push the economic and 
other problems being faced by the people 
under the carpet while prctendingto appeal 
to religious sentiments. The BJP learnt it 
hard way by losing elections in three states 
a few months ago. The prices shot up 
sharply during the BJP regime and as a 
re.suit It lost these crucial elections Thus 
it can be seen that religious appeal has its 
obvious limits 

However, the most difficult piobicm is 
oi religious plurality and to manage it. 
Parties like the BJP, even if they come to 
power on their own. would find it difficult 
to govern. The BJP expencmed these 
problems even when in power bi-cause of 
Its allies. It tried to mimduce vanous 
hindutva mea.sures and often landed itacll 
in a soup. Fust, it faced stiff opposition 
from the opposition secular parties when 
It tried to introduce Satasvati vandana in 
.< conference of education ministers of 
states in Delhi The education ministers 
belonging to .seculat parties staged a w.ilk 
out when the eonfcrcnce was to begin with 
.Sarasvati vandana The opposition parties 
raised the issue in purliamcnl also and 
there were heated exchanges 

The HP government, also led by the 
BJP, faced tough opposition when Saias- 
vali vandana was sought to be made 
compulsory in all govcinment schools in 
HP along with singing ofVandr malaram 
'flic minority children, purtunlaily the 
Muslims, refused to perform .Sarasvati 
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vandana and to sing V<inde mataram. The 
matter went to such an extent that Mau lana 
Abul Hasan Nadvi asked Muslim parents 
to withdraw their children from schools if 
It IS made compulsory. The BJP was divi¬ 
ded on the issue* the hardliners pressing 
for It and moderates led by prime minister 
Vajpayee faviniring withdrawal of the 
scheme. The human resources minister 
Murli Manohar Joshi and home minister 
L K Advani were in favour of continuing 
with the scheme. The .stiff opposition to 
these measures by minorities on one hand, 
and by secular parties on the other, bmught 
coasidcrahle embarrassment to the BJP 
government at the centre In this matter 
too the government had to retreat 

The worse thing during one year of the 
BJP-led government at the centre was 
attacks on Christians, particularly in 
Gujarat and Ons,sa In the Dangs district 
of south Gujarat those tnbals who had 
converted to Christianity quite some time 
ago came undcrattack Numherof churches 
wete destroyed and Christian schools 
targeted Also, in Rajkot more than 200 
copies of Bible were burnt alleging that 
they were being used for convciting the 
students Even acorpsewasexhumed from 
the Christian cemetery alleging that it was 
a disputed land 

Undoubtedly. VHP, a militant member 
of the Sangh panvar. was behind these 
incidents Worse, the attacks leceivcd 
support from the chief minister Keshubhai 
Patel and the home ministei Haren Pandy a 
The National Commission fur Minorities 
also sent its team led by Rev James Messy 
to invc-stigatc Tlie members of the com¬ 
mission concluded that there was serious 
violation of minority rights in Gujarat. 
The Muslims also came under attack in 
Bardoli and Panchmahal distncLs as some 
Muslim boys married tribal girls. The 
Muslims of these villages were terronsed 
and had to flee from their villages. 

The attacks on Chn.stians in the Dangs 
assumed such serious proportions that 
prime minister Vajpayee himiself had to 
visit the Dangs But his visit created a 
fresh controversy as he was reported to 
have said that there should be national 
debate on conversions But later he main¬ 
tained that he had asxcd for a dialogue, 
not adebate, about conversions The worst 
incident, however, took place in Orissa 
where a Chri.stian priest Graham Stewart 
Staines who had dedicated his life tor 
more than 20 years fur leprosy patients 
and had not indulged in any conversion, 
was burnt alive along with his two small 
children while sleeping in a jeep. It was 
most shameful incident in which Dara 
Singh, an activist of the VHP was alleg¬ 
edly involved. It shocked the whole na¬ 
tion. Similarly, some CThnstian nuns were 
taped in Jhabuadisinrl ofMadhya Pradesh 
and this rape was sought to be justified 


by Sharma 'Prem* of VHP on the grounds 
that the Christians indulge in conversions. 

Thus, It will be seen that Vajpayee, a 
moderate leader in the Sangh panvar, had 
to face repeated embanassment aj the hands 
of extremists in his own party. The RSS 
aLso began to distance itself from him. He 
was almost isolated in his party. Madanlal 
Khurana, the minister oi parliamentary 
affairs, resigned in protest against his 
t.solation in the party. 

It was in these circumstances that 
Vajpayee rcsortedto the bus diplomacy and 
rode to Lahore. It was his master stroke and 
took the militants in his party by surprise. 
The move generated tremendous enthusi¬ 
asm among the peoplcofboth the countries. 
The second generation after tiie partition 
was not for heightened tension between 
the two countnes and wanted greater inter¬ 
action ThepcopleofPakistantoohad given 
Nawar Sharif a mandate for better rela¬ 
tionship with India. Thus, it can be said that 
It IS certainly was an achievement of the 
Vajpaycegovemment Moreover, Vajpayee 
visited the Shahid Mmar in Lahore where 
the two nation theory resolution was passed 
in Maicli 1940, thus signifying the ideo¬ 


logical acceptance of the creation id 
Pakistan. All this will go a long way to 
ease tensions between these two warring 
countries. Vajpayee as a foreign minirtei 
in the Janata government in 1977-79 had 
relaxed visa restrictions and had improved 
relations between the two countries. He 
took that to its culmination as a prime 
minister of India and could be expected tc 
improve relations between the two coun¬ 
tries particularly after a bad patch since 
the Kashmir imbroglio from 1990onwards. 

Thus, theone yemof the BJP-ied govern¬ 
ment was quite eventful in which com- 
munalisation touched new heights. Also 
more than 629 communal nots took place 
during 1998 in which about 207 lives were 
lo.st according to the figures given in the 
parliament by L K Advani. In conclusion, 
wp can say that the worst of the BJP-lec 
government was increased communali- 
sation and attacks on minonties, pwticu- 
larly the Christians, and the best was the 
bus nde to Pakistan which eased tensiore 
between India and Pakistan. 

[This drttcle was wiittcn befon: the BJP-lcc 
coalition goveriuncni lust the vote of confidenct 
in the Ink sabha | 
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US Hegemony: Need to Reshape 
European Politics 

Samir Amin 

VS intervention in Kosovo defines a new world order with the 
replacement of UN by NATO, the alignment of Europe with the VS 
and military reinforcement of US hegemony. If the European project 
is to be salvaged from this situation, it must be on the basis of a 
more modest concept of a 'Europe of nations’, with a friendly and 
non-aggressive approach to Russia, China and the third world. 


WHILE the simplistic economic discourse 
ot neivliheralism holds that the globali¬ 
sation oi a deregulated market (that is to 
say, regulated unilaterally by capital) 
should spontaneously produce peace and 
democracy, the facts prove that US mili- 
taiy hegemony is the necessary condition 
for the functioning ot this system, ensur¬ 
ing as It docs both its domination by the 
Fiiud (US-Canada. western Europe and 
Japan), and the submission ol Europe and 
Japan to America’s strategic objectives 

This a unipolar world can be checked 
hy multipolar globalisation, the only stra¬ 
tegy that would allow acceptable social 
development lor the different regions of 
the world, and thereby the democratisation 
ol societies and the reduction of motives 
lor conflict. The US's strategic hegemony 
IS today the pnncipal enemy of social 
pnigress, dcnuK'racy and peace. 

The reply the dominant fba'cs brought 
to the cnscs that have occurred in rapid 
succession since I*)90 and the chaos 
engendered by the establishment of the 
nco-liberal utopia reveal both the US’s 
hegemonic goals and the dissolution of 
the European project. 

The Gulf cn.sis had already revealed 
Washington’sobjectives Secretly encour¬ 
aging Saddam Hussein to invade Kuwait, 
the US turned the situation to its own 
benefit in order to establish a military 
protectorate over the petrol states of the 
region, with the blessing of Europe and 
the UN. domesticated for the occasion. 
The Iraqi regime’suseof nerve gas against 
the Kurdish guerilla nuiveiiwnl, which 
had never bmhered western diplomatic 
circles before, was suddenly orchestrated 
by tlie media to justify the systematic 
destruction of Iraq. 

Encouraged by this first success, the US 
then became involved in European affairs, 
exploiting the Yugoslavian crises in a bid 
to achieve a variety of object! ve.s, not least 
the surrender of the European ITnion It 
is not my intentimi to disregard the prin¬ 
cipal responsibilities of the fragmented 
local ruliitg classes, all of which chose 


ethnic chauvinism as a means of recon- 
sututing, to their profit, a ‘legitimacy’ to 
replace that of Taoism which had been 
based on .social progress and the equality 
of nations. Ethnic cleansing was therefore 
practised by all these ruling clas.ses, in 
Croatia (through thecxpulsion of the Serbs, 
a majonty in Krajina) as in Bosnia (by 
each of the three components of this absuid 
state - for, if coexistence is possible in 
the 'little Yugoslavia', why would it not 
be so in the large one?) and in Serbia 
(Kosovo). But we must admit that Europe 
threw nil on the lire by its almost imme¬ 
diate acceptance of SlovcniaandCroatia's 
unilaterally proclaimed independence, 
without the imposition of any conditions 
in terms of re.spect for the rights of the 
niinoiities created by the explosion of 
Yugoslavia Thisdecisioncouldonly serve 
to encourage the criminal regimes in 
question The point was made at the bmc, 
but the media abstained from any critical 
analysis ot the policy inaugurated, it must 
be said, by Geimany, but which an ini¬ 
tially reticent France resisted no longer 
than two weeks Subsequently, the media 
systematically applied double standards, 
mc^ilisihg all the means at its dispo.sal to 
denounce massacres in one place while 
ignonng them in another 
The massacres in Kosovo and the provo¬ 
cation practised by its ‘Liberation Army' 
(was It any better, at the outset, than the 
Basque ET A?) provided the pretext for the 
US's systematic intervention, already put 
to test in Bosnia This intervention is 
based on three pnncipics: (1) the brutal 
replacement of the UN with NATO as the 
means of managing the international 
order, (2) the alignment of Europe with 
Washmgum's strategic objectives. (3) the 
adopuon ot military meth^s rcintorcing 
US hegemony (no-nsk bombing cam¬ 
paigns and the u.»e of European troops for 
an eventual ground intervention) 

The consequences of these choices are 
catastrophic at all levels. They have de- 
pnved the dominant discourse on demo¬ 
cracy and paiple’s rights ol any scrap of 


credibility. They reveal that the real stra¬ 
tegic gold, beyond Serbia, is Russia and 
China - a fact that American strategists 
do not refrain from stating. NATO, now 
openly the tool of Amcncan expansion- 
i.<im, and no longerthat of European defence 
has thereby been able to put an end to 
illusionsof ‘European autonomy’, forcing 
the EU into a new alignment, even more 
severe than that imposed m the past under 
the pretext ot the ‘cold war’ 

The only option which would have had 
some meaning for Europe would have been 
to inscribe its construction within the pers¬ 
pective of a multipolar world The margin 
of autonomy that this option defines would 
have alkiwed the invention of a socially vahd 
project, in keeping with the be.st humani¬ 
tarian and socialist European traditions 
This option, of course, implied the recog- 
niuon of the same margin of autonomy for 
Russia. China, and each of the large regions 
of the third world. It al.su implied that the 
NATO page would be turned, once and 
for alt. and replaced by the concept of a 
European defensive force, which could be 
integrated gradually at the rhythm of Euro¬ 
pean poliucalconsuuctionitsclf.lt implied, 
furthermore, the conception of adequate 
modes of reflation at the European level, 
and at the level of the world system, to 
replace the dominant forms, Bretton- 
Woods, the World Trade Organi.sation 
(WTO) and the Multilateral Agrcemeni on 
Investment (MAI). By choosing liberal 
globalisation, Europe has in fact renounc<Ni 
the use of its potenual economic competi¬ 
tiveness, and been satisfied to navigate in 
the wake of Washington's ambitions, of 
which It has become the zealous servant 
The fact that the European states have 
chosen this path reveals the frailty of the 
Europi'an project itself, and even the fact 
that this project is only a subaltern pnonty 
on the scale of dominant political visions 
Great Bntain’s fundamental option since 
1945 has been to console itself for the loss 
of Its impcnal role by reliving it vicari¬ 
ously through the US. Germany, having 
given up the insane na/.i dream of world 
conquest, ha.<i chosen to limit its ambitions 
u> the means at its disposal by reconsti¬ 
tuting its traditional zone of influence in 
cast and south-east Europe, tailgating 
Washington’s global hegemonic strategy 
For somewhat similar reasons. Japan ■ 
confronted with China, and even Korea 
- has also inscribed its strictly regional 
expansionist ambitions within the same 
global American perspective 
Today, Blair and Schroder are. clearly, 
not only the mo.st dangerous gravediggers 
of the Uaditions that were once the |<nde 
of the European left, but also the servile 
executors of Amenca's anti-European 
project. Their association with Clinton in 
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the so-called 'third way’ discourse must 
be the object of no illusions, for the new 
'Clinton doctrine’ that has been announced 
aims - after Yugoslavia - 'to turn on the 
east and the middle east’. Robert I Hunter, 
senior adviser at the Rand Corporation 
and US ambassador to NATO from 1993 
to I99K, recently wrote the tollowing in 
the Washington Post (April 21), with 
respect to the Clinton doctrine and its 
application in Kosovo "It is the gateway 
to areas of intense western concern - the 
Arab-lsraeli conflict, Iraq and Iran, At- 
ghanistan, the Caspian Sea and 
Transcaucasia. Stability in south-eastern 
Europe must he a precursor to protecting 
western interests and icducmg threats from 
farther east” Again, the only question is 
that of protecting wcsiem interests (.such 
as oil and pipelines, or the flounshing of 
MacDonald's), not denvK'racy orthc rights 
of Kurds and Palestinians 
We must Iherelore expect a policy ol 
systematic provocation in Russia and 
China As for west Asia, as it is clearly 
impo.s.sible to imagine the US bombing 
Israel to make it accept the Pale.slinian 
.state and the retumol refugees (the olTicial 
motive for the intervention in Kosovo'), 
the u.se ot force in Lebanon (where 


THE last year of the second millennium 
has been witnessing the collapse ol the 
po.si-1945 woild order of peace and sc 
cuiiiy ensured through ihe United Na¬ 
tions In.sic.id the post-1991 post-cold war 
unipolari.salion has intensified into un- 
bndled aggression and unilateral viola¬ 
tion of national sovereignly not authonsed 
by intcniaiional law. 

The hopes and expectations ot the early 
I99()s that with the collap.se of the .Soviet 
Union the framework of global govern¬ 
ance would bcK'ome more broad-based, 
more equi table and moie participatoiy have 
been belied. The US tlie sole superpower, 
while helping in the restructunng and 
rationalisaticm of the economic and .social 
activities of the UN. hits strongly resisted 
reform of the UN's political sccunty and 
peace keeping activities In a world no 


Hi/bullah’s ‘fanaticism’ can serve as a 
pretext) and Syria (an ‘undemocratic’ 
regime) will be the means of imposing the 
Pax Isracliana. 

Can the European project be saved from 
this debacle? Things being what they are, 
the only means of climbing back up the 
slope that leads to the eradication of the 
European project implies that the political 
lorces attached to it - in France, Germany 
or Italy - should rethink this project in 
tcitns of what is immediately possible - 
in other words, in ter ms of return to a more 
modest concept of a ’Europe of nations’, 
while watting for the piogiesstve ripening 
ot co-operation. Hiis in turn would imply 
a fncndly - and non-agressi ve - approach 
to Russia, China and the third world and. 
in this framework, a revival of the UN’s 
I unctions Once again, this is not the option 
taken by the European governments, in¬ 
ch -Jmg the socialist majonty. The pnonty 
given to the ultra-con.scrvalive manage¬ 
ment of a ficlive single currency, the 
suppott for globalised Iibcrali.sm and the 
US’s hegemonic strategy are arrayed 
against the project of a multipolar world, 
and will lead to the worst cata.strophes 
imaginable, for Europe and the re.st of the 
world 


longer bipolar, no longer needing mutual 
deterrence by two equally armed oppos¬ 
ing groups. Ihe U.S has favoured retention 
ol the monopoly of power iii the Security 
Council by (he live nuclear weapons states 
having pennanent membership and indi¬ 
vidual veto Indeed decision-making, both 
economic and political, is sought to be 
shifted 'rom the United Nations to the 
developed countnes' G-7 which has been 
expanded as G-8 to include Russia. Not 
only have propo.sal.s to expand member¬ 
ship of the Security Council not 
materialised; the former UN .secretary 
general Boutros Ghali’s well intended 
moves foi a permanent fund and a perma¬ 
nent source of manpower for giving teeth 
to peace-making have been set aside by 
the most developed countries particularly 
the US 


It was president George Bush who 
initiMed the post-cold war new world order 
by organising a coalition of allies tolaunch 
operationdesert storm against Iraq in 1991. 
Iraq had attacked Kuwait and the UN 
Security Council had supported action 
againstiraq But the allied operations were 
largely US and Bntish with Saudi and 
Kuwait financing, and not carried out by 
the UN Itself. The US .strategy was that 
of a UN legal framewoiic providing the 
umbrella for US and its allies. 

If law is an ass, international law quali¬ 
fies more appropriately lor the epithet. 
Currently, the US action against Yugosla¬ 
via is taken under the au.spices of the 
19-member North Atlantic Treaty 
Organisation (NATO)' three of them - 
Poland, Hungary and the Czech Republic 
- became members in March on the eve 
of the air strikes. The validity of NATO 
action under international law has been 
questioned and Yugoslavia has appealed 
to the international couit of justice. The 
US .state department spoke.sman ptxih- 
poohed the appeal since the court cannot 
do anything if the US does not accept its 
jurisdiction in the matter. Austria a neutral 
country by its peace treaty and nut a 
member of NATO but otherwi.se a wcs:em 
country and member of Eurojiean Union 
specifically denied air corridor facilities 
for NATO Austria stated that it would 
have been bound to participate had the 
altion been authon.scd by the UN or the 
Organisation of Security and Co opera 
tion in Europe (OSCE). Hie OSCE has a 
broad-based membership including Rus¬ 
sia and the US. OSCE provided the 
monitors/venfies under the October 199K 
agreement on Kosovo. Without a UN 
SecunlyCouncilumbreliarcsolutionthcn; 
I.S some doubt on the legality of NATO 
stnkcs against a sovereign counti y in a con-, 
llict like a civil war - the Kosovo Liber¬ 
ation Army (KLA) fighting the Yugoslav 
Army. Indued, the Rambouillet agreement 
recognises Yugoslav sovereignty and the 
US would mo.st likely seek a UN frame 
work eithei under the Sccunty Council oi 
under the Human Rights Commission. It 
has taken preemptive action on the occa 
.Sion of Its SOth anniversary celebrations 
in Washington at the end of April assert 
ing NATO’s nght to take similar action 
asinKosovoinothcrpartsof the world and 
being womed about nuclear proliferation 
in south Asia. Indeed if international law 
IS an ass, the 19-member NATO is more 
universal than the 10 times larger UN' 

More worrisome than international law 
has been the combined aggression of 
NATO technology, information and pro^ 
paganda. From the outset this has seemed 
the major preoccupation of US and British 
heads of govenunent, foreign and defence 


World Order Designed by US 

India’s Options 

S Nanjundan 

The Kosovo crisis and NATO action demonstrate that the United 
Nations and the international court of justice have become irrelevant 
in the post-cold war unipolai world. Glohalisation has conferred 
power, prestige and prosperity on the US. India now has no choice 
hut to develop an independent deteirent and grow stronger 
economically. 
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ministers, besides of course military brass 
and NATO field commanders. As if this 
IS the third world war itself The cocksure- 
ness and infallibility of allied action and 
an image of the enemy a.s evil incarnate 
are .so exagetrated as to be unbelievable 
and when the tnith comes out the allied 
cause suffers even more Yugoslavia is not 
a minor developing country, it has a per 
capita income of USS 5.000. Its military 
machine had been built to defend against 
the Soviet Union, Stalin having been an 
implacable enemy of Tito Even the US 
should have learnt from Vietnam and Iraq 
that you cannot break a country’s will to 
survive and e.specially where human re¬ 
sources have been developed to recreate 
and rebuild A limited objective police 
action has been turned by NATO into total 
war causing untold suffeiiiig to tho.se 
intended to be succoured Technology has 
proved insufTicienl for a clean war. Infot- 
mation has been onc-sided and hided 
mistakes of the allies and advantages of 
the enemy Propaganda has been so per¬ 
fected that there is self-delusion of infal¬ 
libility Finally, (he rigidity of NATO con¬ 
ditionalities and the contemptuous le- 
sponse to peace overturc.s have shown 
Clinton and Blair in a vety negative light 
as world Icadets 

While the world has bs'cn expecting in 
the po.si-cold wat period a more equitable 
system of global governance with 
decentralisation to icgional groups, the 
reality has been harsher Globalisation has 
devolved economic power and benents on 
the multinational corporations openly 
aided for instance by the US in the banana 
war to the detiimcnt of the small farmers 
of both the Caribbean and central America, 
'fhe wmid order has conferred unparal¬ 
leled power, clout, prestige and prosperity 
s on the US. solely the I IS. .so much so that 
not only Man Friday Britain gives full 
support but no other country dares to openly 
oppo.se or differ. Where have the Scandi¬ 
navians and the Netherlanders, cold war 
friends of the poor, gone'' South Africa 
soon after emerging as an independent 
middle power lell into the charmed circle 
(And India under Soma Gandhi will not 
fail to do so) Russia, still having indepen¬ 
dent nuclear deterrence is being constantly 
wooed, widt intemabonal ftnanciaf assis¬ 
tance, to fall m line. After placating China 
m 1987 to become the Asian superpower 
and regional policeman, Clinton in March 
1999 gave pnonty to domestic rumbling 
against China and annoyed the Chinese 
prime minister with the boast of 6,(X)0 US 
long-range missiles against two dozen 
t Chine« Not tnisung China, the US is 
launching its theatre missile progrunme 
in the Pacific to protect allies - Japan, 
Twwsjt and Korea. 


In this world of Uncle Sam’s sole super- 
powetdom and its unbridled exercise 
India has no choice but to develop an 
independent deterrent and grow stronger 
economically. A year after Pokhran II. 
India'sstanceisrecciving recognition from 
China, Russia and the US. Since no country 
is non-aligned as in the cold war era, 
treaties and alliances are needed not with 
Russia alone but also with China, Paidstan, 
the US, SAARC, ASEAN, EU, et al. on 
economic and political issues. In 25 years 
if not earlier the US sheen will fade and 


AS the storyline of the Kosovo crisis 
unfolds in the ‘enlightened’ western media 
flR'ie I am talking pnmanly about the 
western television networks made acces¬ 
sible to us by cable), one gets increasingly 
and dislicssingiy convinced about the 
fragility and shallowness of pnnciples such 
as freedom, indc|icndcnce and obiectivity 
of the media - the norms so routinely 
touted as beacons of western democracies. 
Here we focus not on the ‘merits' ot the 
NATO activities m Yugoslavia as such 
(the is.sue which has evoked wide-ranging 
responses from all quarters) but on how 
the western media has been ‘covering’ the 
recent events in that region and in the 
process how little is being ‘uncovered’. 

Let us quickly concede at the outset 
what has to be conceded. No doubt, the 
media in Yugoslavia - in paiticuiar those 
under the direct control of Serbian au¬ 
thorities - are laithfully echoing their 
official line on the Kosovo crisis. This is 
expected, though by no means condoned 
or justified But by the same token, aren't 
the western television networks also at 
their ‘propagandist* best in endle.ssly and 
aggressively fiddling the ‘NATO mantra’ 
of ‘humanitanan andconstnretive’ aggres¬ 
sion, to a near total hush about alternative, 
critical viewpoints on the subject in the 
west and elsewhere' 

To gain a reliable and rounded under¬ 
standing of the recent ewnts in Kosovo, 
surely we need to be seasitised to the 
jusufied concerns of Kosovars and the 


we may well have a bipolar or tripolar 
world. One has to shape the world order 
to suit national interest. A large country 
such as India cannot afford to fit its national 
interest into the world order developing 
now. 

(The atH.ve was wmten ihrcc days before the 
targeted bombing of the Chinese embassy in 
Beijing on May 7, complacenily explained away 
as due to the use of an old map the heonnfi 
at the Iniemahonal Court of Justice in the Hague 
on Yugoslavia's complaint on the itlegalny of 
NATO air stnkes began on May 101 


human lighLs Violations peipctratcdagamst 
them by the Serbian armed forces; the 
western democratic media has been over¬ 
whelmingly engaged in this task. Inciden¬ 
tally. while there is no room for misplaced 
tolerance for‘ethnic cleansing' perpelratciJ 
by Serbians, to put the historical record 
strught. we need to recall that one of the 
fiercest forms of ethnic purging was 
perpetrated against native Amencans - 
reduced from 10 million to 2.00,000 
according to some recent estimates 
Cuming back to the pre.scnt context, 
with ju.st a little bit of reasonableness and 
objectivity, we should also be able to 
cntically question ~ and the media should 
be able to see it too - whether the ‘preda¬ 
tory’ strategy of the NATO countnes has 
proved to be the most appropriate strategy 
under the circumstances. whetiKsr a genu¬ 
ine tension has sprung up between cham¬ 
pioning the cause of human nghts and 
fulfilling It through an illegal and mililaiy 
means, and whether the NATO-imposed 
warfare has been counter-productive in 
that It has escalated the conllict beyond 
limits instead of doing just the opposite 
An even-handed treatment of the ensis 
would have induced the western media to 
seriously engage in these que.siions. It 
would have been immensely useful to 
rethink whether the trouble-tom climate 
engendered by NATO activities <tnd 
Serbia-! counter-strategies will indeed 
permit a genuine political settlement. To 
counter-balaiKietlu briefings of the NATO 


‘Unfreedom’ of Media 

Manabi Mgjumdar 

The ‘enlightened’ western media has shown itself merely a 
mouthpiece of NATO in its coverage of the Kosovo conflict. While it 
has covered with professionalism the plight of the Kosovars, it is 
silent on the sufferings of the Serbs. NATO’s justification of its 
actions IS repeatedly broadcast. But experts on international law, 
human rights issues, observers of multicultural or multiethnic 
societies are missing from the discussions. Almost no dissenting 
voices are heard. 
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defence and militao' perstinnel being aired 
by the mainstream western lelevisitm chan¬ 
nels day attei grisly day, it would have 
been illuminating toi the public worldwide 
to get an idea, through these infoimation 
networks, of the critical and dissenting 
views of groups and experts (both domes¬ 
tic and international) who call lor rethink¬ 
ing of nghts of both Kosovais and Serbs 
rnttcal engagements and reasoned dis¬ 
cussions on these mtnncntous questions 
would have confimieJ the lesilience of 
freedom of the media the so-called lolty 
pnni ipic of demoi rai > What we observe 
instead is the western media’s virtual 
submission to the NATO's world-view* 
Otherwise si.)ted. it is a ‘comphant’ media 
dedicated to tiu- cause ol advocacy of 
NATO-|)er|ieiiated violence Kventhe ■in¬ 
dependent' commentators other than the 
NATO spokespcisons who arc being 
invited to the news programmes - usually 
expens m deienee and strategic studies - 
loutinely reinforce NATO policies and 
stiatcgics The western mainstieam 
media's role in .spreading the pan-NAl'O 
palnotie slogan that ‘wc arc united in our 
stand' IS cmharrassingly blatant 
Experts on international law, human 
nghts issues, observers of multicultural 
and multiethnic societies, or peace acti¬ 
vists are conspicuous by then absence on 
these news pnigrammes It is hard to 
imagine that no cntical counterpoints to 
the ofTic lal line exist even within the N ATO 
countnes, let alone in the rest ol the woi id, 
for example in Russia, Greece, Macedonia 
or India Hut thc.se non conformist‘world- 
views' are systematically slipping, by an 
act of wilful omission, through the hi-tech. 
western, information ■net’ 

In all laimess, one must note that it takes 
dedication to truthfully and sympatheti¬ 
cally document the tragic details ol vast 
human predicaments caused by the ex'Klns 
of Kosovo relugee.s. as has been compe¬ 
tently done by 'he 'democratic' media 
But It also takes dubious dedication (to 
the 'pa'daiory' alliance) on the part ol the 
same media not to pciccivc or mention 
.Serbian siifletings created by whole.saie 
bombings bv the NATO, committed to 
inflict a lasting defeat on Yugoslavia to 
bring her to the negotiating table (read 
bring Milosevic to his knees) for rcstoiing 
peace in this troubled region Thioiigh 
lepeated broadcasts, the voiccoi the NATO 
otficials and then messages get more and 
more teinforced They calmly claim their 
'success' at bombing bndges, heating 
plants, communication networks, pas.scn- 
gcr traias - the c‘s.sential components of 
‘mi litary targets’ in N A I'O's rMimcnclature 
Recall that the cc>id is still biting in that 
region and that in the ah.seni c of adequate 
heating facilities, aloi g with many other 


necessities. Serb civilians, just as refugee 
Kosovars, will not be able to escape the 
vagaiics of nature that will become 
manmadecatastrDphes.Pcrchance,astray 
voice of an 'enemy' commentator raises a 
deep anxiety that perhaps even .Serb chil- 
dien - potential soldiers to NATO - will 
hcumsidcied militaiy targets by the NATO 
otficials The expansive definition of 
military taigcts, adopted by the 'alliance', 
se'ems to swallow up the entire civilian life 
in Yugoslavia On the whole, there exists 
a studied silence in the mc'dia about what 
happens in terms of human sufTcnngs at 
the Yugoslav front, as if accounts of 
Serbian plights are not 'newsworthy* and 
hence censored out ol western newsrooms 
One must mention that lots of mc.ssages 
on .'ives of people ol all ethnicities are 
getting exchanged acioss holders through 
cyberspace. But the message of the main¬ 
stream media is loud and clear 'our' 
aggics.sion IS humane, appropriate, cun- 
sinii live and empowering, ‘their aggres 
Sion IS baibatic and a war crime Such is 
the nature ol the ‘lrcc‘, ‘non-partisan’ 
media Thisrepeatedendorsement (almost 
likea 'Guchhclian' lac1ie)ol the ‘alliance* 
agenda by the 'deinocratie' networks hints 
at a deeper truism, the basic levers ol the 
'free' information .sy.steni are in the hands 
of a few who are out to 'control thought’ 
and ‘manulactuie consent' to use Noam 
Chomsky’s apt phrases {Deterring th- 
mo(/o< V. Vintage, London. 1‘t‘JI) Com 
menting on the dedication of the media 
to (he ‘consensus of the powerful'. 
Chomsky astutely observes, “Control ol 
thought IS nwie important lor guvem- 
nicnts that arc tree and popular than tor 
despotic and military states" (p 392) While 
(he latter often rely on coercive lor-. » 
make the pctipic rally behind then goals. 


the relatively free societies tend to keep 
the public ill-informed about the ground 
reality by several subtle measures of dis¬ 
tancing, silencing and maiginaiisation of 
dissenting voices. In the service of na¬ 
tional interest and under the pretext of 
humanitarian causes in Kosovo, the realm - 
of freedom in the democratic newsrooms 
has quickly shrank so as to become one 
voice which says the tight things. The 
unified rhetoric of the 'loyal' we.stern 
media, articulatmg the ‘world-view’ of 
the powerful, is indeed striking. Opinioas 
that can even remotely undermine the 
NATOprogrammeareeithermutedor kept 
out of the newsrooms The NATO ‘take¬ 
over* of the ‘free’ media is nearly complete 
Then, is freedom of the media just an 
illusion'? Or do wc - humans - have an 
innate instinct tor freedom'^ We return to 
Chom.sky for a lead on this puzzle: 
Whether the instinct for fieedom is real 
or not. wc do not know It it is, histoiy 
teaches that it can be dulled, but has yet 
to be killed 1 he courage and dedirauon 
of people .stmggiitig for freedom ‘ arc 
often remarkable. An inveterate opti¬ 
mist can point to this record.. , otheis • 
might draw a different lc.s.son from recent 
history It is hard to see rational grounds 
(or aflti ming one in the other iicrspecti vc 
As in the ta.se ot many of the natural 
beliefs that guide our lives, wr can do no 
better thtin to chimsc atiording to oui 
intuition and hopes 

The comscquciKcs of such a choice an* 
not obscure By denying the instinct foi 
freedom we will only prove that humans 
are a lethal mutation, an evolutionary dead 
end; by nurtunng it, if it is ical. we may 
find ways to deal with dreadful numan 
tragedies and problems that arc awesome 
m Stale’’ (p 401). 
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New Economic Policy: Implications 
for Water 

Sheela Prasad 
C Ramaciumdraiah 


With the new economic policy new priontien are emerjpng in 
agriculture, industry and urbanisation that will bring changes in both 
water availability and use. Water has always been a common 
property resource, which if now privatised or even considered as an 
economic good will give rise to new kinds of tensions. 


DEVELX)PMENT lileratufc abounds these 
days widi statements that reflect the gi avity 
of water crisis as it is existing or that may 
arise in the iorcseeable future in many 
eountnes Reports such as* ‘the next world 
warmay beover water’. ‘about 40countnes 
wilt not have adequate watei supplies in 
the nearf uturc', 'tliediought-allected area 
in Atnca is spreading at a rate ol 2 3 
^ million sq miles a year', ‘the worldwide 
' iingation bemm is over', etc, may reflect 
the sciiousiicss of the scarcity of water. 
The iitailuquacy of existing water supplies 
and the inequalities in use therein are 
indicated by these lacts about 4(),(XI0 
(.liildicn die cveiy day due to side-cllects 
of the water crisis, (ewer people liave 
access to clean and auequate water in the 
b)‘)Os than in the lOXds. about 3 4 billion 
ol the woi Id’s 5.3 billion population subsist 
on a pei capita use of only 50 litres pci 
day or. in other words, one-seventh the 
amount usc*d by an average Ameiican 
The case of Israel, the only country in 
the leceiii past to have ic.surted to military 
^ action to defend its water resource stands 
as a warning to the rest of the wotid. At 
the global level, a worsening of the water 
crisis may lead to stole and even war in 
the critical region of soulh-we.st and south 
Asia where water scarcity and nvui bxsin 
conflicts among different states are already 
a reality Some cities arc already on the 
brink. Tai/ in Yemen has piped water once 
every 21 days and Amman, Jordan's 
capital, rations its pipeu supplies, and 
unrationed dnnking water from tankers 
costs more than the pcxir can pay | i |. As 
a result, tension has h»:n mounting among 
vanous countries over sharing ol waters, 
with the stronger military powers (Egypt, 
Israel and Turkey) overriding the 
gnevances of their weaker neighbours 
The total demand for water is projected 
f. to double by 2.02S, and the water conflicts 
between different users are expected to 


become more severe in parts of India, 
China, and the west Asian nations 12]. 
Moie than hall of China's 600 cities suffer 
fnimwatcrshorlagcs In 1990.20countries 
suffered from chronic water.scarcitics (with 
less than 1 .(XM) cubic metres of water per 
capita per year), and this number is ex¬ 
pected to nse to 34 by 2,025 |3|. 

It IS now widely debated and accepted 
that devcioptiieni polic ics are aimed at the 
comniereiali-sationol natuial resources that 
translorm common icsiairccs into private 
commodities The recent penod in human 
history will he lememlx'rcd tor its high 
latu ol utiliation ol natural resources In 
India, the ma|oi change in utilisation of 
resources came with the British and alter 
indepernk'iKe, economic development was 
puisucd with lesource intensive models, 
'nieconscquem esol this large-scale abuse 
ol iiatuie aie now clearly evident and have 
resulted III bringing environment to the 
centre-stage ol global debate. What is both 
suipnsing and disturbing is that while 
prestmt miKlels ol dcvclopincnt are cited 
as hi'ing the major cau.se of environmental 
degradation, yet not much is being done 
at the global level to search for altei native 
models ol development. Though .senous 
cntiqucol the westei n development mixlels 
IS taking place, it is not being accepted 
by the we.st and the elites ol the south. 

Colonisation lell most third woild 
counuies with a lar from stable polity and 
economy. PAploitattvc colonial policies 
linked many thud world economies to the 
capitalist world market and this tiend was 
continued alter independence The ruling 
elites of these countries never questioned 
the wc.stei .i development models that were 
inoperation, instead they encouraged them 
as It served their own interests. These kinds 
of economic pvilicies involved impons 
and heavy borrowing from international 
funding agencies which subjected many 
third world eountnes to financial ensts 


since the 1970s It was this desperate 
situation which lotted a large number of 
third world nations to open up their 
economics undet pressure from the 
international financial institutions like the 
World Bank/IMl- What is extremely 
alarming is that as a result of t his “economic 
cri.si.s’’, many third woild nations are 
indulging in distress .sale of tlicir natural 
resources at reduced pnees Ihis is increas¬ 
ingly being done by the state 'I'hoiigh this 
IS done in the name ol casing budgetary 
constraints due to fcscal difTiculiies, behind 
the wave of privatisation ol state-held 
producUve assets ts the “ideological tend¬ 
ency which decncs all publicly held msti- 
tubons as inherently melficieiit and prone 
to mi.smanagemcnf' {4|. 

While nature's economy has always 
been marginalised in favour ol develop¬ 
ment, this has become further aggravated 
with the globalisation and liberalisation 
policies being followed in many thin) worid 
countries Globahsaiion and free market 
models have resulted in the umtrol of 
re.sources shifting Irom liK'al communities 
into the hands ol pnvatc ihimestic and 
now international opeiators In the model 
ol modernisation and industnahsation that 
the developing eountnes are following, 
they have not addressed the question of 
land and land use. changes m agncultural 
practices and ci opping pattern, and suitable 
climatic conditions. As a result sik'ijI 
ronl licts arise due to a crisis m agnculture 
or the green revolution, and crop failures 
linked to the question ot sustainable 
agnculture and water To strengthen this 
aigumcnt wu would like to mtmiion here 
the recent reports ol suicides among 
farmers One has to undcistand tlK‘.sc 
suicides (of more than 4(X) i otion fanners) 
in parts of Andhia Pradesh, Kaiiiataka, 
Maharashtra and even iii an agricultuially 
tich .state like Punjab, in the eoniexi of 
markut-diivcn modern agnculture 'I'he 
temptations of market and quick money 
made lanneis switch to cash crops in 
environmentally fragile and water-deficit 
areas In successive ycais of poor laintall 
and wulespiead pe.st infection, these 
farmers (largely small and medium 
farmeis) sue under prcs.sure to borrow in 
oidertosavctheirsmglecrop Institutional 
.support from banks and other financial 
institutions is weak and highly bureau¬ 
cratised. Therefore, they are foiced »o 
borrow at high iiitcrest rates liom money¬ 
lenders Indiscriminate use ol pesticides 
(aided and abetted by the ncx’is of 
moneylendeis and businc' smen), coupled 
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with iow quality of pesticides, led to the 
crop failutes and n&ing debts forcing !>onic 
of these farmers to commit suicide 
Issues related to environment, and morc 
specifically watci, are ideological issues 
irnle.ss the problem is posed in this way. 
It IS difficult to understand the politics 
behind it liithecascof any natural rcsouice 
the two guiding pnucipics have to be 
equity and .sustainability, and our attempt 
in this paper is to work towards this, 
keeping in mind the emerging problems 
related to water use The thrust of thi.s 
paper IS to examine some issues lelated 
to water at the national level, and more 
.specifically, the implications of the New 
Ikonomic Pidtcy (NbP) on the use and 
availability of watei loi agiicultiire and 
dnnking purposes The impact of the NbP 
on different sectoisol ihecconomv is now 
the subicvt of much analysis While theie 
appears to be some optimism among ceitaiii 
sections regarding the benefits of NliP to 
the economy at large, this feeling is largely 
ah.senl as tar as the social sectors arc 
concerned, whether it be education, health 
oi inlra.siiiicttiie laeilities In the case of 
water supply, m both rural and urban areas, 
India’s iceoidhas been pixir The reduction 
in public cxpenditun* in social sectors, as 
part ol the NUP, will have senous conse¬ 
quences on the existing situation With the 
NKP. new prioiiiies ate emeiging m 
agriculture, industry, and urbanisation that 
will bring changes and pressure on both 
the water availability >ind ii.se Walci has 
always been acoinmun piopcrly rc.souice 
which it tiowprivaiisedorcvcnconsideied 
as an economic gixul will give use to new 
kinds of tensions 

PaPILKN'O l NaIUISM W.M1R IM 

Water is a stale suhiect .ind policies 
ftanied at the national level ha^e to he 
passed at the state level in India The lour 
major users of water in India ate agiicul 
ture, domestic use. industry and powci 
generation The water allocation between 
varying demands-lot water by diflerent 
users have tended to ignote the underlying 
coiillicts and have. Iheiclorc, aggravated 
the problems of inequalities and improper 
distribution About 84 per cent of the 
watei IS csiinialed to he u.scd iii agiiiuf- 
tuio Tfiough India is one ol the wettest 
countnes in the -voild in tenns ol average 
annual rainlall yet theie are problems of 
distnbulion both spatially and tempoiallv 
with wide vaiiations The annual uiilisable 
water rc.souices for India are estimated to 
be 1,140 LU kin out of a total available 
flow of about I.KSOcii kin 1^1 'file coun¬ 
try uses onty one-tenth of its annual rain¬ 
fall Theie is a higher demand than supply 


of water which is causing inter-sectoral 
and inter-regionai conflicts, and diversion 
of water from dnnking purposes to im- 
gation. or from agriculture and domestic 
sectors to industry 

During the pa.st three decades India has 
spent over Rs l(X) billion on developing 
irrigation facilities, and ovei 1,554 dams 
of various sire have been con-stniclcd |6| 
It IS, howcvei. argued that only 50 per cent 
of the potential cieated by these dams is 
ulilcscci I-urther, il has also been estimated 
that only 50 per cent ol the water from 
the head winks reaches the fields The rest 
IS lost through evaporation and seepage 
|5| India’s water policy has always given 
higher piiority to large dams and canals 
than to indigenous iow cost tanks and minor 
in igation projects Tanks now account lor 
only about 10 percent of the gross irrigated 
aiea largely in the southern states and 
theie lix> they an.* largely neglected II is 
esiunatcd that il tanks aic built over 3 per 
cent ot India's land area, they car store 
about one-fourth of the rat nf all the country 
receives [7| The storage capacity of water 
in India IS low. only I6S 5 cu km in contrast 
to that ol 7(K) cu km in the US with both 
cnuiiines having a comparable How 
c.ipiiLily |K) This indicates the disregard 
that the colonial and later indepcnilenl 
India's water poliey-makcis hud towards 
smaller storage sources - tanks, lakes 
ponds, etc 

Cu oundwater is another ini|X)rlant souice 
availableloi extraction Ttic use ol ground¬ 
water lor agncuUiirc began in the eaily 
IU.50s and in 19X5 the net area iiiulet 
gtoundwatei irrigation was 14 X niillion 
hecicires Ground watei iingation is nioie 
elfk lent than canal iirigalion because theie 
IS less w.ilci loss India's groiiiulwalei 
potential IS estimated to he 10 times its 
lainfall but its use shows wide legioiial 
sanations Ihe green levoliition states 
rcpoit a much higher u.se Puniah-71 per 
cent. Haiyanu 7()p(.*rcenlandTamilNadii- 
n pi*r cent The average groundwater use 
as against total potential is 21 7 per cent 
tot India and 20 per cent tor Andhra 
Pi adesh What is important about giound- 
water irrigation is that most of the expense 
IS home by private individuals with Ihe 
stale playing a very minor role In piacticc 
this means that those who can afford to 
avail of this 'common resource’ without 
any hindrance while those who cannot are 
denied Us u.se In other words, this speaks 
of the gmwing privatisation ot a common 
resource One therefore finds that in mral 
India the richer farmers and m uiban India 
the more wcil-io-dn households are able 
to exploit and u.se gioundwater About 
37 27 per cent ol rural and 32 18 per cent 


of urban population in India who are 
below the official poverty line (1993-94 
estimatesi have no means to access this 
common resource. 

Maximum demand on water is made by 
agricultural sectoi (84 per tent) in the 
counity (Table I) Furthei the share of 
gioundwater (34 percent) is fairly signi¬ 
ficant, and Its volume extraction is ex¬ 
pected to nearly double by 2025 The 
annual per capita water withdrawal in the 
country is ciuimated at 612 cubic metres 
of which 594 is used by agnculturc and 
industry, and only 18 cubic metres is for 
domestic use For a compartson ol scctor- 
wi.se use in Ihe developed countries, the 
corresponding figures ate given for the 
UK. Japan and the IIS in Table 2 

India’s planners and pisiicy-inakers have 
always given low pnonty for this most 
crucial sectorol infrastructure development 
evei since inde)K‘ndcr.ce The alku alions 
loi w.iler supply and sanitation in the Plan 
outlays has b^n only around 1 2 per cent 
In this allocation, 64 pet cent is loi niral 
aieasandthetc'i foi urban aieas in 1991, 
aiie.stimatedlour ntthsufuihanhouscholds 
had as cess to sale dunking watei and only 
two ihiidshiidaicesstosuiiilation Iniuial 
.ueas the situation is woise IK per ceni 
had ui (vss to sate dnnking water and only 
X pel cent to sanitation Theie aie signi- 
tieanl dilfeieiues among mial and urban 
aieas in the inujoi suiiices of dunking 
water Tlie inujor sources iii miul areas (in 
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per cent) are: wells (39), tube wells (39), 
and ups (15 S): whereas in urban areas 
laps account tor 72 per cent loilowed by 
tube wells (17) and only 9.2 per cent by 
wells {Down tn Earth January 5. 1994) 
Besides rural-urban disparities in water 
.ivailabiiitv and use. thuic exist mtcr-.state, 
iiiici-regional. andintci-.seclural variations 
dial have hisloncally been and contirnir 
to he sources ol tension and conllict All 
these are likely to get aggravated with 
privatisation and commercialisation ot 
w.iiei under the impact ot the NEP 

NEP AND WaUH-EMI RCiING Issi'i .s 

^s has been discussed earlier, a disturh- 
111 )' trend associated with globalisation is 
the privatisation ol natural resources in 
lavoiii ot pnvatc domestic and torcign 
inteicsts At the global level aigunients 
aic pul torth that in the mtciests ol water 
use and elliciency, walei needs to he 
both priced and traded, and therctorc 
should he considered as a private g(KKl 
lathci than a public good In the sixth 
session ot the ('ommission on Sustainable 
Development (t'.SD fi) held in New York 
dining April IS May I. IWS, counlncs ol 
iht noith were lepoited to have peisisl 
I nily argued loi pricing walei supplies, 
lonsideniig walei shortages as an excel 
lent business opportunity tin thei ituliis- 
tis (‘How Sustainable a I’arinei Down 
III Kill ill May )l, I'WS) though the 
icpiesentalives troin die south opposed 
dio.se proposals, they may soon tall in tine 
tindet pressure I roiii both the domestic .iiid 
loicign business gioups In India curiently 
ihcie IS a talk ot pnxatisation ol watei- 
suppls, an essential sc-ivice that is today 
entiielyundei slateconliol Thoughpnvali- 
s.iiionot walei supply isoidybc-ingdebated 
III India, yet Iheie aie othei policies that 
have been implemeiiicd (lor example, 
power) as pait ol the NEP which impinge 
t'li and have implications loi wau*i avail- 
.ibiliiy and use 

It has been observed that "development 
III the lorin ot new larniing methods 
generates increased ii.se ot natural re- 
soiiices, and competing claims on these 
lesources leads to their over-exploitatioii 
<)nd coiilhcts'' |9| It is in the field ol 
.igiiculiuie that the impact cd the NEP i<- 
niost visible Among die majoi industries 
receiving boost in our export oiicntc'd 
gtowth arc agro-hused industries and tood 
pi'nessing units There is a noticeable 
shiti hum raiii-ted fcKid cnips to irrigated 
cash crops which aie water-intensive 
While a hectare ot jowai uses only 21 cubic 
metics ol water, a hi dare ol sugarcane 
uses 3(K) cubic nadics ot water [61 Thus 
the increase in sif itcanc cultivation in 


parts of drought-prone Deccan region hits 
led to a water crisis. Besides sugarcane, 
there are now other cash crops that are 
changing the cropping landscape of India 
New export crops like grapes, vegetables, 
flowers, and othci Iruits arc replacing 
tmxlcrops These crops make heavy de¬ 
mands on scarce watc-i resources As they 
are grown by private companies and big 
landlords, they tap gioundwaier by dig¬ 
ging a number ot tuK*- wells that bore deep 
and .serve their laigc farms. This has 
resulted in the loweting of groundwater 
table due to over cxtiaction 
While on one hand, most .surface water 
resources arc drying up and tlic villagers 
without iriigation tacihties are forced to 
glow only one raiii-lcd crop, on the othci 
hand one finds that the agri-business ot 
water-intensive emps is flourishing The 
ol ficial appi oai h seems to be to encourage 
uncontiolled exploitation ot groundwater 
by those who can ultord to do mi. since 
tlie promotion ol cxpoits at any cost is one 
of the mam objectives ol the NEP 
Dependence on groundwater has risen 
sharply as sui{.iie water sources are lost 
today kS pei cent ol lural India's and 
5S pel c cm ol uiban India'sdiinking waier 
source is gimirutwalei 110| As aeeess to 
watei nnnows down, the disparity m its 
use between the iich and poor will widen 
lurtlier M.maguu' groundwater is critical 
hut there is lui jxilu y on its use A recent 
article disc ussesiheconilicls that can arise 
in groundwatci u.se, .seen traditionally as 
a common lieiiiage, and the icccnt shill 
to pi I valise It .ii groundwater extraction 
aa’ a ehatiel to land [I l| 

The ecological co.sts of agn-business 
aic now evicleni since the NhP has been 
III operation loi .some yeais Business 
houses that cue outage cash cropping can 
opt out when the productivity ol newly 
I ulti vatc'J land ilcc linos ot theic is drought 
due to over use ol walei Theie arc ex 
amples in lustoiy to learn tiom the costs 
ol desiidctioii ol Africa's gnving lands 
and larni lands were not boiiie by the 
MNC's but by the local peasants and tnbals 
Agn-husiness will move on to new hx'a- 
lions tn make proitts Another warning ol 
an impending paiblem has come Irom 
aquae ultnie I'crttle tracts along the coasts 
ot India, panic uidily along the ca.<it coast, 
have been convened into bracki.sh water 
shrimp lanns that have resulted in the 
salinisation ot the groundwatci This has 
resulted m polluting the drinking water 
souK’cs ol the nearby villages Further, 
fields adjacent to these aqua larms lace 
the danger of intrusion ot saline walerihus 
lendcniig them unsuitable for cultivation 
Most ot these aqua larms set up by pnvatc 


firms (some of them supported by the 
MNCs) have come up after our liberalis- 
atton policies have encouraged expon- 
onent^ indu.siry Today parts of coastal 
Taniil N adii and Andhra Pi adesh arc I acing 
water crisis both toi ugricultun* and do¬ 
mestic use as a consequence ol aquacul¬ 
ture which has icsulted in the salinisation 
ot walei and .soils 

In Maharashtra, sugaiiane (K'tupies 
about 4-5 per cent ot the cultivated land 
but consumes about 7t) pei cent ol the 
stute-conitolled water supjihes tiuough 
canal and iitt imgatiun schemes This has 
also resulted in salinisation ot soils in 
large ureas rcducingtiieirpnKiucliviiy (|2] 
About 2,tM)0 wells in Tasgaon taluk uiea 
are reported to have got dried up and also 
water was dented to some 23.IKK) villages 
as a icsiill ot groundwater exploitation to 
provide ioi watc'i to sugarcane industries 
in Maharashtra 1131 Thus access to walei 
ts denied to many because oi the policies 
pursued by the stale itsell A recent study 
ioeuses on the conflicts over walei in the 
largely scmi-arid region of the C'auvcry 
nver The conflicts arc at various levels 
- mtei slate, between Karnataka and Tamil 
Nadu, and at individual level between the 
tarmers 'I'hese connuts .lie even more 
inherent in the private apptopiiaiion ot a 
public good, namely, use ol groundwater 
At the heart ol Iheseconlliclsistheexcrcise 
ol powei and the unequal social relations 
The dominant ca.stes/clas.se.s have access 
to resources, and the dahts are the woist 
hit The study strongly argues that the 
pre.scnl pattern ol agneulturai develop¬ 
ment will not be sustainable in the long 
run 19| 

'I'he l9X()s \cas the inlemational decade 
ol water supply but in India Icwei people 
have access to clean and adequate walei 
now than in the earliei decade The 
goveinmeni ol India could not meet its 
laigel ol piovidtng K6 4 jier cent ol its 
urban populatum with juped watei supply 
by 1990 To achieve this, an intie-'se of 
14 I pci cent in Ihc population covered 
was needed but the actual coverage 
achieved was only 0 6 jiet cent In the 
slums oi uibaii India, there is only one 
lap toi about 150 jXTsons Delhi needs 
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770 mn gallon!* of water a day but can 
supply no more than 6(X) mn gallons. Yet 
Delhi IS tar belter plated with 90 per cent 
nl us people having aci ess to sate drinking 
water as again.si only 20 pci cent urban 
households in Mi/oram and 38 7 per i ctu 
in Kerala 1141 On an average every person 
III eilics now gets about 7 1 litres ol walei 
peidayiI0| Thisaveragefiguie.howevci, 
does not reveal the (act that highci income 
groups get more pei capita supply pei day 
in the cities lliere are also sigiiit'icani 
di.spanties between the si/e of towns and 
water supply - class 1 and 11 towns have 
a much highe.r pcru'ntage ol |K‘opic .served 
by a tap or well as compated to the smaller 
towns (Table 3) 

With NGP. the ruial urban, intct-uiban, 
and intra-uihan dispaiitics are likely lo 
widen About 88 pei cetil ol the population 
dep«*nds c'n government sources i>l walei 
supply With the wiihdi awal ol government 
spending on siKtal sectors, this large 
section ol people especially the eco¬ 
nomically and socially weaker groups will 
suitei Privatisation ol water supply will 
en.sure that the nili-pooi and rural-uiban 
dichotomy widens as the inicrcsts ol the 
ptHii and rui al areas wi II he lai gely ignutud 
Already there arc doubts about large 
allocations on iiitrastructure - particulaily 
in low income group localities and slum 
areas that have low luiancial leturns On 
the other hand, it is also a fact that water 
I ates in India arc extremely low and highly 
subsidised Data leveals that most ol the 
bcnelits ol this subsidy go to the middle 
and large iai mors in rui al aieas, .iiid middle 
and upper classes iii uiban aicas, who have 
lap connections use moie water and also 
have grcatei an css to this Iasi lay ' We 
would, Iherelore. ai giic that there is a nei d 
to raise wati'i rale's but the aiiswei is not 
toprivaliseii Raising waliTchaigi’swould 
ciicouiage moie judKious use and loiee 
users to value the resource 
The resvnt inegasity proposal that 
involves massive tundmg for five selected 
cities - Mumbai, Calcutla. C?hennai, 
Bangalote and Hyilerahad - appeals In be 
pail ol the NHP package The high giuwth 
rate ol these cities has It'd lo tremendous 
pressure on the ev isliiig iiiirastrueturc and 
themegaeil> funds (largely tinmcxieinal 
sources) aie list'd h'l impniving these 
faedittes File iiii|F)rtani question that ai iscs 
IS that which scstions of the uiban popu- 
latum stand to gam tioiii these schenws 
Studies have shown ihiit must ot the pi|icd 
water in uiban areas is tonsuiiit'd by the 
middle and upper classes with i!ie piuner 
sections having In manage with tar less 
I IS| As scarcity and wal^r shortages are 
a reality (he mcgaeity pack ■ -e as it ap 


pears, will only furtiier teip the rich to lay 
a claim on water. And if privatisation of 
water supply take.s place, then us cost 
would put It beyond the reach ofmajonty 
ol Indian people. Even in the UK, acountry 
with much higher income leveLs. when 
privatisation ol water occurred, the rcac- 
lion to the pm e rise from ihc public was 
negative Anoihci consequence of the 
mcgacily pioposal is the polaiisation of 
rcsouKCs and iacilities in the selected big 
cities at the cost ol small and medium 
towns Faced with water shortages, the.se 
“aspiring global cities” will draw up 
ambitious plans to tap watci Inim nearby 
and distant .source.s, thereby denying its 
availability to the local people 
Dniught and drinking water crisis exists 
in many areas in rural India In 198S. theic 
weie 7'iO villages with no water sources 
In 1906, this rose to 65,(X)0 About 4.3 pci 
cent ol tJujaiat's electricity goes to pnwei 
boie wells that go deeper and deeper imo 
the earth In north rural Gujarat ihcie is 
onlv a ti ickle al .SOO feel and even at t ,0(X) 
teet* 110] The situation is al.so critical in 
parts ol Tamil Nadu In Maharashtia. 
17.112 villages have hevn idetitiliod as 
lacing dunking water pioblems In parts 
ot rural Maharashtia. the intensive sugai- 
cane cultivation with its high walei use 
has led to the decline ol gioundwalei 
Depietioii ol gioundwiiter ha.s been rapid 
in sonic parts ot the eountiy and the numht'r 
ot problem villages has ri.scn to 2 3.(MK) in 
1990 I lb). The bias in the devoiopnieiii 
o! intraslruciurc facilities, which includes 
water supply, is likely to get furthei pio- 
nouneed at the cost ol rural areas. In ruial 
aieas also, the agricullui ally i ichcr icgioiis 
that aie alieady water stre.ss areas due lo 
high levels ot utili.sation will be? able 4o 
comer ini>ie heivtits trom the state and 
private secioi. thus creating spatial m 
equities in access and availability 
The I'elugu-t iaiiga canal which has been 
designed tortiansportingthe Krcsliiia river 
water liom Srisailain rc.scrvoii in Andhia 
Fiadesh toi ovet S(X) km to Chennai city 
for drinking puijaiscs is aiiothei ambitious 
and contK'versial project .Since the canal 
passes through die scini-and and dmught- 
proiie Rayalaseema region in the state, 
there have ba'ii persistent demands for 
water allocations to imgatc agncultural 
lands in pans ol this region Farmers Imm 
distant atcas arc also demanding the 
diveision ol these waters to tlicir areas 
Allocations along these lines have also be¬ 
come contentious issues between Andhra 
Pi adesh, Karnataka and Maharashtra si nee 
tliese slates arc together allocating watei 
to the Chennai eily to be transported 
through (he Teiugu-Ganga canal. 


There arc also protests in the Telangaiu 
region of Andlm Pradesh against the 
allocation of Manjira nver (a tribulaiy of 
Godavari) waters to Hyderabad city for 
drinking purposes depriving the local areas 
ot watc’i toi imgatK 'i In the* case of 
Hyderabad, hectic efforts arc' being made 
with huge sums of loans fnim the World 
Bank lo transport water from the Nagarjuna 
Sagar reservoir to meet the water crisis in 
the city This has met with rc.sistancc' fmm 
the villages and towns along the proposed 
water cour.se which demanded that their 
drinking and imgalion needs must he met 
bc'iore the water is taken lo Hyderabad 
city Dnnking waterin the city may become 
costly and put water beyond the reach ol 
•scvcial sections of people as this water 
reaches the city. This would he because 
huge quantities ot water has to be pumped 
up by a height ol aliout 378 m ovei a 
distance ot 1.34 km betv.'een the Nagarjuna 
.Sagai (located at 1S2 m above mean .sea 
level) and Hyderabad city (.^.3U m) This 
tequires huge amountsol elccti icity which 
IS now inctcasingly lieing genciaicd by 
pi 1 vale powei projects 117) Pricing ol 
di inking walei ajipears to become a logical 
necc's ,ily iK'causc'ol iheoveirulingiontem 
lliatc'<istsshouldK'ic'covc'ic\l.ittci nuiking 
so much invest mcnis An analysis ot the 
Woitd Bank liiianec'djiiojectsshowedthat 
(he costs ol law water tor urban areas 
would nunc than double - and in some 
cases more than triple - under the new 
walei development piojecl |IX| 

.Since waler-lKime diseases account lot 
a l.irge numhci ot deaths ol children and 
also adult morbidity, it is cssenlial that 
clean and jKilabledrinking waiei is wipplied 
to all jieople lo ensure then better hcailh 
and highei piodiietivity Water supply is 
thus eonsideted a civic service in India 
By coiivenienlly igiionng the lad that 
ricliei sections arc not willing lo pay 
house lux piopeily which is a major 
soui ce ot revenue to the municipal govern - 
mcnis. It IS aigued tliat they are not able 
to provide adequate water supplies due to 
lack ol tinances ‘The majoi leason loi 
advoc.iting privatisation ol municipal 
services IS the lack of re.souiccs with the 
uiban governments For services like 
walei supply etc. it i.s i)o.s.sjbif to collect 
payment for service provision from the 
usc'is, and achieve full cost recovery 
through appropriate pneing policies” (19) 
A common resource like water that 
should he available to all becomes the 
pnvilege of a minoriiy The underlying 
assumption being that m most urban 
centres the “consumers are willing to pay 
higher waici charges provided they are 
assured ot adequate and certain .supply" 
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presumably with pnvate sector parti* 
cipation (20) 

Further, as water shortages increase, 
groundwater IS increasingly extracted trom 
deeper and deeper layers of the earth in 
towns and large cities ^ Most middle and 
upper class homes in the large cities have 
iheirown bore-wells while the poor cannot 
at lord the high cost ol one Extraction ot 
groundwater has nsen due to the presence 
ni ready markets in large urban centres. 
liiTumil Nadu, groundwater from adjacent 
aicas ol ('hennai is sold in the city at the 
rate of about one dolior ($ I) per cubic 
metre 111) In Hyderabad, it works out to 
hi atoundRs.SO llieindiscnminatcextrac- 
tionol groundwater had led to its depletion 
and land subsidence in .several big cities 
III the world like Mexico City. Bangkok, 
Tokyo Venice, London, Houston. Beijing, 
.ind Dsaksi. etc Some ol the dunking water 
lo Mexico City has to be pumped up by 
I (UMl metres over the mountains because 
of the Citj's location on a high altitude 
This requites a huge amount ot powei on 
a legular basis, all ot wim h adds to a use 
in the cost ol water 

MakirCi iviRss 

It wiitei IS lo he piivatised. wheie will 
the water come trom ’ It is going to come 
l.iigely liom groundwater thiough over- 
e\|iUiitatioii There will be no concern tut 
the private sector lo meharge gioundwuter 
since It will easily find newer soua'cs tor 
extraction ultei .ihandoning the existing 
ones There wi II be no equity coneems and 
no legaids lot environmental safeguards 
sinei' the main ob)ecti\e is lo earn pnitits 
We theiclore. aigue again.sl privalcsation, 
and toi stticler government control, ot a 
eoiiimon re.source like water The govern¬ 
ments can and must initiate policies and 
a senes oi measures lo replenish and 
augment the existing sources oi water 
supply We suggest some mea.sun.-s in this 
diicx.tioa and hope this will generate debate 
and disciLssion on this issue 

I-irst, watei rules can he raised by the 
slate governments both in urban areas and 
the canal imgatcd rural areas These rates 
may be laiscd sharply aftei a certain 
miiumum level of supply in urban areas 
so as to discourage lavish consumption 
and wa.stage It is a fact that hecau.se ol 
extremely low rates, people perceive wMcr 
as being a free resource. 

.''c-condly, encourage the cultivation ot 
!>u.stainablc crops inditlercntagro-c'limauc 
rones. This has to be done through per¬ 
suasion and penalisation. Persua.sivc 
measures should be taken up thiough 
continuous propagandaby government and 
non-government agencies agaiast culti¬ 
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vation of water intensive crops in water- 
deficit areas. Wherever they are violated, 
penal fines should be imposed. In .several 
drought-prone areas, upper caste tanners 
cultivate paddy toi self-consumption 
Despite incurring a lot of expenditure on 
inputs, and extracting groundwater from 
deeper and deeper layers, they still resort 
lo paddy cultivation This is because, in 
the Rayalaseema legion of AP. they are 
earned away by the prevailing social 
attitudes that it is considered an indication 
ol their failure as a farmer if they buy nee 
trom an urban market lor their dotneiitic 
consumption The.sc attitudes have to be 
dispelled slowly in their own interest as 
well as to sateguard the environment It 
is in this context we aigue that there has 
to be a stiong policy and legislation on 
gioundwatci exploitation 

Tliirdly, the storage capacity ol the 
cxi.sting walei couries like reservoirs, 
lakes, etc. has declined in several parts 
due to siltatioii Siltalion occurs because 
ot soil erosion due to deforestation in the 
cutchmeni areas Mca.sures should be 
taken to de.silt the leservoirs. and prevent 
dctorestalmn and also encourage alfor- 
cstation. in tin* catchment areas .so as to 
save as nuicti ol tun-oil as possible. 

Fouilhly. the existing water bodies like 
lakes ponds, tanks, etc. in the urban areas, 
which help in stoting rain water and 
rcchaige gioundwatcr, must be protected 
at all costs 'The politician-real e-statemafia- 
buicaucrat nexus is destroying Che water 
hixlics in urban areas through encroach¬ 
ments It IS tins nexus that has vested 
inteiesls in taking up large protects funded 
by external agencies to augment water 
supplies 

And. I mall), steps should be taken for 
artificial recharge ol groundwater in both 
rural and uiban area.s by vaiious means 
like check dams, percolation tanks, 
recharge pits. tienche.s. etc, so that ram 
water is harvested at the source to replenish, 
at least pattly, the groundwater table 
One way ol doing this can be to make it 
mandatary lor all iniilti-stoicyedcomplexes. 
individual houses with more than certain 
level ot plinth area, educational and 
research institutions, office complexes, 
film studios, ho.spitals, etc, to construct 
recharge pits, trenches, etc, and harvest 
ram water within their premises 

This paper has been .structured aiound 
die theme that economic growth under the 
impact of the NEP is taking place through 
over-exploilation of natural resources, and 
water is one .such resource The earlier 
globalisation oi agriculture through the 
green revolution, while it helped avert a 
food ensis in India, has, as is now evident. 


caused immense damage to soil and water. 
Water intensive agriculture led to demand 
foi imgation which in lum led to the justi¬ 
fication and building of huge dam.s, which 
have proved costly in terms of economy, 
society, and environment It is indeed ironic 
that these big dams build to augment water 
supply are uxlay actually responsible for 
water scarcity in si-vcral parts of canal 
imgatcd areas due lo problcnis of salini- 
sation, silting, and dolivesiation The 
export-onented growth strategy that we arc 
currently emphasising liKiks tor quick 
returns without any regard toi the negative 
consequences on nature and people In a 
situation whcie maximising proiiis through 
commodification of natural resources is 
the main objective, there will be increasing 
privatisation of common natural rc.sour(.e.s 
tike water guided hy the dictates ot Ihc 
markets 

Disparities are bound to widen between 
water-nch and watcr-pixir regions, rural 
and urban arca.s. cash crop and kxid ciop 
cultivation areas, large cities and small 
towns, ai^. ol course, between the rich and 
ptxir While at the global level, the threat 
of wars over water cannot be dismissed, 
within national boundanes the NEP pack¬ 
age IS intensifying the walei citsis, and is 
pa-panng the ground tor tutuie conflicts 
between regions, states and peoples The 
signs ol tension are emerging in diilcrent 
parts of the country and they need to be 
taken note ol It isagainsl .such a situation 
that the role ot the slate becomes ciucial 
in being more vigilant, and ensunng that 
both equity and sustainability ot water use 
are maintained We thcretorc argue tor a 
greater responsibility hy the state, instead 
ot encouraging pnvatisation We do not 
see equity-efficiency-lhc state-sustain- 
ability as opposing categories. In fact, 
privatcsation ot natuial resources comes 
into direct conflict with equity kuncems 
ascvidencc trom the worldovci has shown 
In the final analysis, therelorc, there is an 
urgent need to rethink the pic.sc‘ni naidel 
ol economic dcvelopmenl and search tor 
alternatives that are ie.ss destructive of the 
natural n-souices 

Notes 

I FUr example, in Hydeiabati, the cxi'ling ixi iH, 
wef, ftbruary I, IW. toi domeslit water 
supply fixed by the Hyderabad Melnipoliun 
Water .Supply and Sewerage Board is as 
follows Rs SS 00 per inonlh up to IS kilo liln-s 
(KL) per nionlli, Rs 175 per KL from I5-7S 
KL, Rs 6 per Kl, fn«m 25-51K) K!., and Rs 14 
per KL above 500 KL At the miniinuin level 
ot 15 KL, il works out to about 5(X) lines pci 
day with a per capita supply oi lOO hues 
(assuming a family sl/e of five iiH-nibcrsi ITie 
National Comimssion on IJihanisatiun ' IVXX) 
ha also observed that W I (XHiiR's per capita 
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12.55 



pci day ilpt.d) is a desiiahic level of supply 
Ihis level ol supply must be asguied and 
icfulat The inireast in tann ubuvc this 
imniiiiuin level aptieai'* to hr uxticinely low 
As ihi* Liinsumptum ot water increases the 
lanfl (haiycd is not iiicrcasing jcsordinglv 
■| ht rate ol Ks 6 and Ks 14 per K1 lor above 
?S Kl r.ilri'iiiy is extremely low which is 
Ihisicall) henctilmg llie upper niidillt class 
and riclici srciiotis in nrbain areas Similarly 
ihr laiitl sharped tor inutlisioiryrd apailmeni 
s ompli'xrs docs not im rease eomnirnsiirairly 
will) a use III consumpiioii Hic laiill can and 
must he raised steeply alHtvt the iniiiimiiin 
level ol coiisumplion which Mill eo along wav 
in the cost leiosei.s piocess 
Alieadv III mans cities «l India water business 
(when III liesli wall I is supplied ihioiiph 
tankersl iluiiiig I ehiuais liiiic is a liiciative 
money inaikiiiy aciivnv In souk localities ot 
tlyderalmd an iKciipaiil ol a Hat m an .ittart- 
inetits compU s sonietiiiies p.iys on an ascrapt 
Rs MK) |K'i iiunilh low aids puiclkisine watei 
through lankeis in ciiiical inoiitlis llu s.de 
ol diinkine; water (soiiiinines called mtneial 
water) ihioupli si uled IhiuIi’s hy seveial hiaiiil 
names luis already caught up in India Unable 
to iiiisi ihi reli.ibiltls ol the c|ualitv of diinkiiip 
walei at railway slaliotis and bus stands iIh. 
liavellin;' mi<hlle clasvs .iie incieasinlv rely 
inp on tins holllcd watei A litre of this tiotllcd 
wjtei IS mailer than a line ot loned milk In 
a numhc’i ot vminatsaiid conleiencesol select 
i!a(htfint>s It has inoic oi less hecoiiie a 
common piaclnt tosuppls tins's)>ecml watei' 
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1 

Background 

IN early February in Davos, George Soros 
IS reponed to have said that the 'wrecking 
hair ot contagion in the world's currency 
and financial markets appeared to be losing 
momentum “1 think the wrecking hall has 
slopped swinging. We can sec from the 
Kio/ihan crisis that it had no effect on 
iiitcmational markets ” Hopefully Soros 
IS nght and we can now turn our attention 
to putting Asia back on a growth path.' 

Unfortunately, the ebbing of contagion 
will not re.storc growth in Asia Revisiting 
the evolution of the A.sian crisis is useful 
in under standing the nature of the rebuild¬ 
ing that now must go on. The crcsis began 
on July 2,1997 in Thailand with the forced 
lloating of the baht The currency ensis 
quickly spread to the Philippines, Malay¬ 
sia, Indonesia, and after a pause, to Tai-, 
wan and Korea. All had floated their 
currencies by the end ot 1997 and. if past 
experience had been a useful guide, it 
would have been reasonable to assume 
that the crisis was over. But in Thailand. 
Indonesia and Korea the initial currency 
crisis led to corporate and nnanciai sector 
bankruptcies. The implosion of their 
banking systems will require major gov¬ 
ernance reforms and restructuring over 
several years for full recovery. The cleai- 
up of die wreckage will be very difficult 
even with their newly reformed bankruptcy 
wd legal systems. 

While Malaysia was seriously affected, 
corrective policies were in place by Sep¬ 
tember 1998, when prime minister 


Mahathir imposed exchange controls to 
m.sulatc the economy from global pres¬ 
sures Subsequently, in February 1999 
Mahathir softened his stance by subsbtut- 
mg an early withdrawal levy to moderate 
.stock portfolio outflows in a move wel¬ 
comed by iiUci national investors. In 
marked contrast, the economic fundamen¬ 
tals of the Philippines emerged relatively 
unscathed Its economy was protected by 
a resilient banking system. Taiwan also 
escaped fundamental damage because of 
the high level of reserves and the main¬ 
tenance of exchange controls (the same 
factors protected China). However even 
the very stiong economics of Hong Kong 
and Singapore had major recessions in 
1998 as a rc.sull of the Asian crisis. 

The developing world has been expe- 
ncncing currency and financial crises on 
a regular basis so the utention devoted to 
the A.sian crisis is perhaps unusual. The 
Asian crisis takes prominence due to its 
totallv unexpected nature and the magni¬ 
tude of dcstrucuoii it wrought. By the 
standards of pa.st crises, economic man¬ 
agement was good. These economies were 
feted in tiie World Bank's The East Aston 
Miracle (19931 and the Asian Develop¬ 
ment Bank's Emerging Asia (1997) to 
name just two recent official publications 
that have praised their development record. 
These publications were undertaken in 
respon.se to que.stiotis as to why the Asian 
economies were developing so success¬ 
fully while other regicHis were stagnating. 

The sustained rapid growth of thc.se 
Asian economics, averaging some 8 per 
cent per year, was attributed to their high 


rates of saving and investment Their 
records in saving and investment were 
buttressed by .sound macro-economic poli¬ 
cies that generally created budget sur¬ 
pluses with low inflation and stable ex¬ 
change rates for conducive business 
cnvironmenls In addition there was a 
strong emphasis on education, both public 
and privately funded, to ensure future com¬ 
petitiveness While issues such as the 
environmental degradation ol Asia were 
also emphasi.sed, there was no hint or 
warning of the arrival of the Asian ensis 
in either of these analyses It was a.ssumcd 
that the relatively high growth rates would 
continue, albeit at a reduced rate, as Asian 
income levels reached advanced economy 
levels. 

The crisis was not only sudden and 
unexpected, but tlie magnitude of the havoc 
caught everyone by .surprise In econo¬ 
mies dangerously dependent on fu.eign 
capital inflows, there was a sudden rever¬ 
sal from large inflows to outflows.^ It is 
not surprising that, with the loss of con- 
fidcnce leading to a sudden reversal oi 
foreign capital flows and an accompany¬ 
ing large outflow of domestic savings, 
currencies fell well below the levels re¬ 
quired for export competitiveness Ex¬ 
change rates initially fell by 40-50 per 
cent, with the Indonesian rupiah falling by 
an a.stnnishing KO per cent.^ 

The story of how this cn.si.s emerged is 
well told by Callum Henderson in Asia 
Falling. Completed in late 1997, this book 
is directed to business readers. It explains 
the drama associated with the bursting of 
the asset bubbles and the speculation in 
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foreign exchange markets. While it is 
pailicuJarly good in explaining the poli¬ 
tics and policy errors, which result^ in 
the depletion of foreign exchange reserves 
in Thailand and the onset of the Asian 
crisis, it does not provide an in-depth 
analysis of the.se developments 
The Asian currencies had been closely 
pegged to the US dollar, although their 
exchange rate policies indicated flexibil¬ 
ity At the same time these economies 
were running stringent monetary policies 
with high interest rates to contain demand 
pressures and keep inflation under con¬ 
trol One cardinal rule of international 
economics is that you cannot simulta- 
neou.sly peg your exchange rate and run 
an independent monetary policy to achieve 
domestic obiectives It is even more dif¬ 
ficult with capital controls. Banks and 
corporate sectors in these economics could 
access the international markets as they 
preferred low co.st loans in US dollars or 
Japanese yen to the high cost of local 
currency loaas, given the implicitexchange 
rate guarantee. As a result foreign liabili¬ 
ties mounted Tlie short-term external debts 
proved particularly troublesome when 
foreign lenders requested repayments. 
Foreign exchange reserves were u.sed a.s 
long as possible to meet these repayment 
demands, while keeping exchange rates 
unchanged But with the ma.ssivc capital 
outflows, the floating and the mailcct- 
deicrmined valuation of these currencies 
became inevitable. As contagion took hold, 
the ensis spread from Thailand to other 
vulnerable Asian economies and their 
currencies were floated The floating of 
their cunencics conccted any policy 
mi.salignmcnls and if past experience had 
been a u.sclul guide, it would have been 
reasonable to assume the crisis was over 
But the crisis had only pau.sed bnefly 
As the high levels of foreign indcbt^- 
ness in financial institutions andcorporates 
resulted in their suddenly being in a 
position where they weie incapable of 
servii ing their debts at the sharply depre¬ 
ciated exchange rates Large parts of these 
sectors were suddenly technically insol¬ 
vent, even it most of those insolvencies 
have yet to be recognised legally due to 
the deficiencies in bankruptcy laws. Sharp 
drape in equity and real estate markets 
compounded these pinbiems. The finan¬ 
cial sectors lilcrally imploded from the 
avalanche of bad debts. Letters of credit 
for confirmed export orders could not be 
opened and working capita! was simply 
not available as banks vainly tried to shore 
up their balance sheets to meet their capitid 
adequacy requirements. Banks generally 
kept their door.s 0 |.'en but often only deposit 


account services were available. More¬ 
over. with high short-term intemit rates, 
banks experienced losses as they funded 
their outstanding term loans with extra- 
ordinanly costly short-term funds. Finan¬ 
cial sectors became largely non-fiaictiona] 
and without financial services, busine.ss 
sector operations and, in particular, new 
pnvate sector investments fell sharply. 

Major recessions resulted. Real gross 
donie.<itic product (GDP) is estimated to 
have contracted by 7 per cent in Korea. 
X per cent in Thailand and 15 per cent in 
Indone.sia in 1998.^ However GDP statis¬ 
tics understate the magnitude of the de¬ 
clines in domestic demand. During 1998 
it IS estimated that domestic expenditures 
fell by 25 per cent in Korea. 18 per cent 
in Thailand and 17 per cent in Indonesia. 
The principal reasons were the unpre¬ 
cedented declines in investment by more 
than one quarter in Korea and Thailand 
and by more than half in Indonesia. Their 
external sectors offset part of these very 
sharp declines m domestic activity. Des¬ 
pite widespread expectations to the con¬ 
trary, exports did not expand from thc.se 
economies despite the sharp fall in their 
exchange rates and their sharply improved 
competitivcne.s.s. One mam reason was 
that banking services were not available 
to support the needed production and 
shipping activities. In fact, the rebound of 
their external accounts was the result of 
a major compression in imports due to the 
fall in domestic demand. In Korea, for 
example, exports contracted by 2 per cent 
in 1998 while imports shrank by 35 per 
cent to turn the trade deficit of $ 8 billion 
in 1997 into a trade surplus of $ 40 billiu>'. 
in 1998 ^ In fact, domestic demand in the 
most affected economies took hits much 
larger in magnitude than in the initial 
contraction ot the great depression in the 
UvS when national expenditure fell by 10 
pci cent in 1930. Comparisons with the 
crash of the 19.30s may not be misplaced. 
MIT economist, Paul Krugman, for one. 
believes that it may he possible that “the 
ghosts of the 1930s arc once again stalking 
the earth” ^Hopefully with prompt action, 
Asia can be rebooted without the continu¬ 
ing contractions that characterised the first 
four years of the great depression in the 
west. 


II 

Causes 

In designing recovery strategies, another 
important a.spect of the Asian crisis needs 
to be empha.siscd. The underlying causes 
of the Asian crisis were markedly different 
from previous crises in developing econo¬ 
mies. This has sent economists back to 


revise their models of how small relatively 
open economies work with the globali¬ 
sation of capital flows. 

In Its initial stages, the Asian ensis wa.s 
thought to be due to deficiencies in the 
affected economies’ macro-economic 
policies, namely, their fiscal, monetaty 
and exchange rate policies. The ensis as 
seen from this perspective is thoughtfully 
explored by Morris Goldstein of the In¬ 
stitute for International Economics in 
Washington, in one of the earlieid books 
on the crisis. The Asian Financial Crisis: 
Causes, Cures, andSystemic Implications. 
This approach was understandable given 
the macro-economic basis of past crises 
in developing Konomies. These earlier 
crises commonly had their origin in prof¬ 
ligate expenditures by governments, 
financed by excessive credit expansion that 
fuelled domestic demand and inflation. 
This excess demand resulted in an import 
boom and an uasustainahlc deficit on the 
balance of payments. A ensis typically 
emerged as external borrowing limits was 
reached The resolution of the ensis in¬ 
volved the imposition of renewed fiscal 
discipline, light credit and monetaty poli¬ 
cies. and an exchange rate devaluation to 
r^.storc export competitiveness and curr.mt 
account balance. In designing and finan¬ 
cing the adjustment procc.s.s, developing 
economies generally sought assistance 
from the International Monetary Fund 
The Asian crisis was dearly not the 
result of excessive government expendi¬ 
tures given the very giMxl record of bud¬ 
getary control in the region Thailand 
consistently ran budget surpluses during 
the 1990-1996 penod while both Ksrea 
and Indone.sia ran surpluses in the years 
immediately piior to the crisis after small 
deficits tn the early 1990s. Ross McLeod 
summarises the differences very well m 
providing a framework for the expen- 
cnces of the individual economics in,East 
Asm tn Crisis, which he ediLs with Ross 
Garnaut. He refers to the *oId-.stylc* crises 
as originating on the current account of 
the balance of payments while the ‘new- 
stylc' crises (which first occurred in the 
Asian crisis) originate on the capital ac¬ 
count. From a crisis rooted in trade im¬ 
balances we have therefore, moved with 
the Asian crisis to a crisis rooted in sharp 
revmalsof capital flows. Insteadof macro¬ 
economic deficiencies giving rise to 
unsustainable trade and current account 
deficits, a sudden loss in confidence in 
Asia gave ri.se to a teversal of capital 
inflows. These, in turn, caused precipitous 
falls in exchange rates and domestic asset 
values that in turn brought down large 
parts of the banking and corporate sectors 
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McLeod points out thst the ‘new-style’ 
or capital account crisis can occur with 
great sutktenness due to a wide-ranging 
change in risk perceptions. The potential 
impacts can be very' large due to the 
emergence of a huge pool of internation¬ 
ally mobile, risk-sensitive financial capi¬ 
tal over the past ten years. Moreover, the 
warning signs are far less clear for the 
'new-style' crisis than for the ‘old-style’ 
crisis. Based largely on the Latin Ameri¬ 
can experience with the ‘old-style' crises 
active efforts were under way to develop 
early warning indicators. But such indi¬ 
cators would not have warned of the 
impending Asian crisis had they been in 
operation prior to the crisis in A.sia ^ 
Jomo K S of the University of Malay.sia 
both edited and was the pnncipal con¬ 
tributor to perhaps the most insightful 
compendium of papers on the crisis, Ttgen 
in Trouble Financial Governance, 
Ltheralnation and Crisis in East Asia 
llic bixik looks at the financial govern¬ 
ance issues across all the economics of 
east Asia while also covering their indi¬ 
vidual experiences One weakness is the 
piKii coverage of Korea. In an afterword 
tothis analysis. G H Helleiner .summarises 
the cau.scs of ihc crisis, the is.sues ot crisis 
management as well as the approaches to 
damage control. He emphasises that, unlike 
the 'old-style' ensis which onginated with 
the government, the 'new-style' crisis 
"onginated within the private markets and 
was dnven by private international capital 
flows" (p 232) While governments had 
significant responsibility tor the lack of 
governance exhibited by private parties. 
It IS important to keep in mind that this 
crisis emanated from the private .sector 
Views on the causes ot the Asian crisis 
vary widely Perhaps lor the first time in 
inleniationai finance, there has been a 
lively exchange of views on the internet. 
The website set up by Nouriel Roubini of 
New York University contains excellent 
links to economists and working groups 
propo.sing explanations and reforms." Paul 
Krugman. of MIT, came up with one of 
the Urst behavioural explanations which 
was available on the internet in early 199K. 
Krugman argues that the competition 
between the over-guaranteed and under¬ 
regulated hanks cnaiuraged hankers to 
lend on the basis of a project's expected 
return in ideal circum.siances, leading to 
excessive capital inflows, over-investment 
and asset price bubbles.^ Krugman's 
explanation captures a key aspect of the 
Asian problem. The financial sectors in 
Asia were certainly not effectively regu¬ 
lated and perhaps they were implicitly 
over-guaranteed as confirmed by the actual 


guarantees extended by the concerned 
governments once the oisis began. Banks 
perform an essential function in promot¬ 
ing economic growth and develoinnent. In 
principle, banks collect savings and allo¬ 
cate those savings to the highest yielding 
investments so as to maximise the returns 
to savers, investuis and the economy as 
a whole. Banks dominate the financial 
sectors in Asia and ue well suited to 
manage the problems of asymmetnc in¬ 
formation. Suen problems are more preva¬ 
lent in Asia where disclosure of the level 
of information expected in advanced 
economies is uncommon. 

Asymmetnc information occurs where 
the borrower has more information rela¬ 
tive to the merits of the proposed invest¬ 
ment than the lender The difficulty is that 
borrowers may actively put forward risky 
projects as a basis for loans while finan¬ 
cing sound projects themselves, promoting 
adverse selection Moreover, otKe loams 
have been approved, borrowers also have 
incentives to limit information and engage 
in activities not in the interests of the lender 
and the prompt repayment of the loan. 
The.se constitute difficult moral hazard 
issues. Banks can manage these risks 
arising from information asymmetries 
through careful credit checks, adequate 
collateral and the enforcement of strin^nt 
loan covenants concerning the borrowers’ 
future behaviour. However such financial 
governance in Asia has been weak. 

Asian hanking systems also tended to 
be well protected by governments in the 
hope that they would not encounter any 
difficulties Ironically such protection only 
.served to weaken these systems. Banking 
systems arc given protection by govern¬ 
ments or central hanks through prohibi¬ 
tions on the entry of new banks, either local 
or foreign, and restrictions on the exit of 
weak, non-performing banks through 
mergers oi bankruptcies with financial 
assistance lot failing institutions. Such 
approaches only served to weaken com¬ 
petition, weaken governance by further 
sharing n.sk. and lessen the resilience of 
the banking sector. The Asian cri.sis demon¬ 
strates that banking system resilience i > 
created first and foremost by a healthy 
compctiuve environment, not by legulaiioa 

In the Philippines, a banking cn.Ms in 
the mid-I98Us and the opening up of the 
sector to foreign banks has meant that a 
healthy competitive environment was 
created Thiscompetitivemivironment over 
the past decade created a strong, resilient 
banking system that protected the Philip¬ 
pines from the worst impacts of the A.sian 
crisis. Of course some enforcement of 
basic banking regulations is clearly needed. 


While Indonesia permitted fiee entry of 
new banks (and the banking system rnosb- 
roomed to about 240 banks in the decade 
prior to the crisis), exit of weaker banks 
was not enforced and the lack of enforce¬ 
ment of the banking regulations led to 
major abuses of insider lending. While 
enforcement of such basic regulations is 
required, given the moral hazards of bank 
ownership, the needed resilience of the 
hanking systems in Asia came from the 
imposition of a competitive environment. 
This environment ha.s been fuither en¬ 
hanced with the participation by foreign 
banks. Foreign banks bring intcniational 
expertise and operating procedures and, as 
theirexposure to local nsks is small relative 
to their international portfolios, they pro¬ 
vide further resilience again.sl l(x;al shocks. 

The saga of the Asian banks during the 
cn.sis IS told by Philippe Delhaise in Asia 
in Crisis. The Implosion of the Banking 
and Financial Systems Delhaise points 
out that while there certainly was a fimm- 
cial panic that created the heaviest damage 
in A.sia, there were also fundamental 
problems in Asia which he characterises 
as “corruption, cronyism, malinvcstment 
and rotten banking systems” (p 15). 
Corruption has been a long-standing part 
of business in Asia with Hong Kong and 
Singapore increasingly being notable 
exceptions. However, in Indonesia tor 
example, the level of corruption had nsen 
sharply over the past decade Given the 
increasing share of new investments that 
were non-productive (including the shares 
going as equity grants to members of 
pre.sident Suharto’s family), there was 
inevitable earnings disappointments for 
the actual investors which contiibuted to 
their subsequent lo.ss of ainfidence 

A differing explanation of the Asian 
crisis comes from Jeffrey Sachs, head of 
the Harvard Institute of International 
Development (HUD), and Steve Radeiet, 
also with HUD " They believe that inves¬ 
tors thought too little about nsk 'ucause 
they believed that rapid growth and high 
profitability would continue indefinitely 
in Asia The sharp reversal of capital flows 
was triggered, in their view, by a dramatic 
swing in expectations of creditors and 
investors in tte Asian economics, creating 
a sclf-fiilfillmg financial panic They argue 
that the classic domestic bank runs that 
charactensed the great depression have 
now been seen internationally in the Asian 
crisis This bank run explanation tends to 
absolvetheAsianeconomicsofsomcof the 
responsibility for the crisis But the more 
common view is that the contagion would 
not have continued beyond the fl' ating of 
currencies if the more fundamental issues 
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of governance failures in the financial and 
corporate sectors had not compounded the 
problems for these economies. 

Even discounting the overinvestments 
of the mid l99()s, there were real pix>b- 
lems in the capital markets of Asia ^uily 
markets in Asia were generally well de¬ 
veloped in terms of the volume of is.sucs 
and their capitalisation, but were very much 
underdeveloped in terms of governance. 
With the almost doubling of equity prices 
in 1993, international investors continued 
to pour in new money in the run up to the 
Asian crisis, despite the lack of returns. 
Prior to the crisis, the real returns to equity 
investors in the 1990s were very small 
3-5 per cent annually in Malaysia and the 
Philippines and negative in Thailand, 
Korea and Indonesia With the.se econo¬ 
mics expanding at a much higher real 
rates, the differential in returns was ob¬ 
viously going to insideis OI course, with 
the decline in stock markets dunng the 
ensis, the real relums during the 1990.S 
were substantially negative for all these 
economics, except the Philippines The 
problems of lax accounting standards, 
inadequate disclosure and weak govern¬ 
ance were endemic Governance in the 
other emciging markets may be ju.st as bad 
or worse, but for the new intcnutiunal 
investors. Asia .somehow held out the 
expcctauon ot something better 

Other components ot the capital mar¬ 
kets in Asia arc a( a much moie rudimen¬ 
tary stage Most importantly, the lailurc 
ot local currency bond markets to develop 
ironically n'llcets the coimI fiscal pertor- 
mance in Asia Governments did not need 
to fniante large deficits with bond issues 
As a result Asian coiporatcs did not have 
a laigc enough voIuiih' of 'reasurics to 
provide a basis lor the pricing ot their 
domestic bonds At tlic same lime the 
international debt markets ottered a full 
range of debt instruments in US Uollat or 
Japanese yen denominated issues Given 
the failure ot the private sector to propi'rty 
assess exchange lalc nsks under condi¬ 
tions ol eunency stability pnor to the 
crisis, there was no pre.ssure to develop 
local bond niarkel.s Accessing debt inter- 
naiionallv foi projects that had revenues 
in local cutrencies meant that a lot of 
corporate Asia faced .in impossible task 
in cokUinuing 'o service their foreign 
currency debts once the exchange rales 
declined precipiiousls 'I'his single factor 
was the main cause nt the widespread 
iiKsoivencies in the hanking and corporate 
sectors A top piunity ot the Asian 
Development Bank is to help develop IcKat 
currency bond markets in Asia to avoid 
such currency nsks in the lutuic 


m 

Crisis and IMF 

The role of the International Monetary 
Fund (IMF), or simply the Fund, has been 
highly controversial in the Asian crisis. 
The Fund is a little known international 
agency m Washington. But to the public 
in emerging or transitional economies, the 
Fund IS well known as the agency of last 
resort in times of economic ensis During 
a crisis the IMF is often subject to wide¬ 
spread dension in line with the rising 
levels of unemployment and disruptive 
com'ctivc policies. In Korea, for example, 
you commonly see ‘IMF’ used to portray 
all kinds of crisis-iinkcd activities such as 
m IMF sales, IMF menus or IMP bus tares 
The ci cation of ‘IMF’ as synonymous 
with ensis perhaps allows the problems 
to be externalised and thereby managed 
more successfully The cxpcnences ol 
ccc.iomies going through crisis is never 
pleasant as the Fund impo.scs hard-headed 
economic policies in return for the needed 
linancial a.ssistancc In line with the 
Mexican ensis of 1995, the assistance 
packages were large at $ 20 billion lot 
Thailand, % 40 billion for Indonesia and 
$ 57 billion tor Korea. 

As with everyone else, the Fund was 
caught oti guard by the Asian crisis Its 
initial prescriptions were Incused on re- 
stonng confidence with enhanced macro¬ 
economic policies, including improved 
liscal balances and tight monetary poli¬ 
cies As the floated cuncncics continued 
to slide, a high inicicst rate policy was 
established to make the local currency 
more attractive (that is, to keep the local 
interest latcs so high that residents would 
think twice hetore fleeing into IhS dol¬ 
lars) Domestic interest rates were pushed 
up into the 30 60 percent range. Financial 
.sector mismanagement was a majoi issue 
in these economies and the Fund sought 
unsuccessfully to restoic confidence 
through shutting down a number ot the 
otlending institutions - Hnance compa¬ 
nies in Thailand, merchant banks in Korea 
and banks in Indonesia. Jeflrcy Sachs of 
IlIfD has even argued that the.se forced 
clo.sures were in lact counler-pnHluctivc 

In further steps fraught with moral 
hazards, 'nreign lenders and domestic 
depositors were reassured with three-year 
government guarantees on deposits and 
credit s to hanks Timely interventions were 
made, particulai ly relative to the overseas 
lenders to Kon*a, to ensure roll-overs of 
short-term external loans The institutional 
ariangcmenis pul in place to take over the 
insolvent hanks and manage their assets 
foi eventual resale were certainly not 


trouble free, particularly in Indonesia 
However the policy reforms in the finan¬ 
cial sector were generally appropriate but 
overly optimistic as to the time-frames 
needed to bring accounting and provision¬ 
ing standards up to international levels, to 
create independent regulatory agencies, to 
enhance transparency and governance, and 
finally to recapitalise the banks. 

The Asian package of policies was 
standard for an ‘old-style’ ensis with the 
grafting on of the financial reform ap¬ 
proaches based on expenences with the 
banking crises in transitional economie.s. 
As the programmes progressed with quar¬ 
terly and even monthly reviews in the case 
of Indonesia, more emphasis was placed 
on the needed structural reforms and, as 
recession in these economics deepened. 
Fiscal policy was relaxed to promote re¬ 
covery Interest rates were only brought 
down as exchange rates strengthened and 
since that has not as yet happened in 
Indonesia, interest rates there remain very 
high with short-term loans at about 37 per 
cent Max Cordon in h<s hook. The Asian 
Crisis Is There a Wa\ Out^ emphasises 
the importance ol compensating for the 
decline in private investment with a fiscal 
expansion, lequimig detieit financing Ip 
icspcct to the fiscal adjustments as the 
programmes evolved, ('orden defends the 
Fund and notes that “the IMF .stall aie 
quick learners and the organisation is 
nexible” (p 15) 

Nevertheless, Fund policy picscnptions 
duting the Asian ensis have encountered 
a hailstorm of ciiticism With the evolu¬ 
tion of piogrammes to Ick'us more on the 
needed structural reforms, cntics such as 
Martin Feldsiein argued that the Fund 
should only do what is required to ensure 
.stabilisationol theseeconomiesandshould 
not Ivi involved in then .structural re¬ 
forms C’oiden takes this argument fur 
ther noting that while many of these 
conditions were desirable, a ensis was not 
the time to implement them Moreover, 
the Fund’s chn stmas tree approach to struc¬ 
tural refoi ms served to con(u.se thi market 
and made it more ditFicull to obtain agree¬ 
ment with the concerned govemmenLs. 
While many observers would disagree. 1 
would argue that the mea.surcs that Corden 
and Fcldstein are cnticising such as .steps 
to reduce ‘cronyism’, abolish monopolies 
and improve governance were exactly the 
reforms required to restore confidence in 
these economies. Credible pn)grc.ss was 
required in addressing such reforms if the 
confidence of the adversely affected inter¬ 
national and local investors was to be 
restored. The progress that Korea has made 
with such structural reforms has resulted 
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in a return of confidence. President Kim 
Dae Jung’s recent quiet assertion that the 
contraction in 1998 had been limited to 
6 per cent and that recovery is under way 
with as much as 2 per cent growth ex¬ 
pected in 1999 may, in fact, be realistic.'^ 
The progress in both Korea and Thailand 
underscores the importance of well- 
executed structural reforms in restoring 
confidence. 

IV 

Bailouts and Guarantees 

The A.sian crisis ha.s created a flurry of 
activity in international forums to amend 
the international architecture (the rules of 
the game of international finance) that 
may have contributed to the crisis Moral 
hazard is at the heart of these debates 
Gvetyone agrees on the need to avoid it. 
domestic and international investors .should 
bear the lull consequences for their deci¬ 
sions and .should not be bailed out by 
governments or international organis¬ 
ations In this connection, there are many 
who believe that the l,irgc-scale bailout of 
Mexico in 1995i may have contributed to 
the Asian crisis Certainly the inicrnational 
lending to financial institutions and 
(.orporates in Asia was excessive and 
inappropriately short-term for tfie domes- 
IK investnienis that wea' bi'ing financed 
N'evertheless, with the onset of the Asian 
ciisis the lending to hanks was explicitly 
tosered by government guarantees with 
die support of the Fund Oiiictal bailout 
tiiiids wcie utilised to hack thc.se govern- 
nient guarantees While the moral harard 
of international hank lending was thereby 
inlensiiied. the trade-oils of not ptovidiiig 
guaiantces foi the eainomy in crisis is no 
easy is»ue 

In the case of the corporate sector, it is 
difficult to provide guaiantces becau.se of 
the large number of coi porations involved 
Iniemational bank loans to the corporate 
sector in Tndone.sia were not protected 
While this has avoided the problem of 
moral hazard, negotiations under the 
voluntary Jakarta Initiative ate still pro¬ 
ceeding at a snail’s pace with no agree¬ 
ments to date 

Certainly the recommendations of the 
Group of Ten (G-IO)"’ contained in their 
report, ‘Resolution of Sovrieign Liquid¬ 
ity Crisis’ (the Rcy report), following the 
Mexican ensis have not been implemented. 
The Rcy report recommended the inclu¬ 
sion of collective action clauses in .sov¬ 
ereign bond contracts that would allow 
bonds to be re.schcdiiled on a majoiity 
vote. International bond investors have 
escaped past debt rc.scheduling simply 
because it was impossible to get the 
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agreement of ail bond-holder to a re¬ 
scheduling of the obligations. The diffi¬ 
culty IS that the investment banks that 
stnicture and market these bonds to inves¬ 
tors are adamantly opposed to such pro¬ 
visions Mandating such provisions in one 
or more jurisdictions would only serve to 
drive the issuers to more liberal domiciles. 

Such frustrations have led many observ¬ 
ers to argue in favoui of an international 
form of the US Chapter 11 bankniptcy 
procedures for countries facing .solvency 
problems Such an approach would man¬ 
date creditor co-ordination in re.solution 
ol the country ’ s debt servicing obligations 
and thus bring all cicditors on an equal 
footing While this approach is frequently 
proposed, the creation of an internation¬ 
ally agreed and binding insolvency frame¬ 
work lor sovereign debtors is unlikely 
There are simply tixi few incentives for 
developing counincs to agree to such a 
framework and relinquish sovereignty to 
an international arbitration panel. 

The borrowing countnes have the most 
interest in preventing a luturc crisis It is 
then economics that have been racked by 
this dcva.station 1'he necessary tools to 
prevent futuic (Hrcurrcnces arc slowly 
emerging I<oi example, coming out of the 
Asian crisis we now have a new test of 
the adequacy of inlemationaf reserves No 
tongci witl It be adequate for countnes to 
judge then holdings of inlemationaf re¬ 
serves simply by their import coverage, 
that IS, generally adequate if they were at 
least equivalent to three months of imports 
(a level ol emeigency financing of imports 
should expott pr(x;eeds ccasc) The very 
high reserve levels of Taiwan and China 
served to protect these economies dunng 
the crisis, despite vulnerable banking 
.systems In luturc the adequacy of inter¬ 
national lesei ves also needs to he checked 
by the coverage they provide for short¬ 
term external debts. Ratios below one will 
no longei be considered prudent Prior to 
the crisis, Koica recorded a coverage of 
49 per cent. Indonesia had a coverage ol 
61 per cent, while Thailand appeared to 
have a covet age of 71 pei cent With the 
possibility ot international banks failing 
to renew these short-term loans, respon¬ 
sible economics will need to be able to 
finance any .sudden withdrawal. 

Tlie question ol actual versus reported 
levels of intcniatiunal reserves is also very 
important Thailand did not report the 
forward sales ol the Bank ot ’Thailand that 
eflcctivcly committed most ot their re- 
.serves Korea also did not report that nitvit 
of the Bank ol Korea's holdings ol inter¬ 
national reserves had been placed with 
commercial hanks to meet commercial 


obligations. The Group of Seven (G-7),*^ 
meeting of finance ministers and central 
bank governors on February 20 has en¬ 
dorsed a more timely and accurate disclo¬ 
sure ot international reserves as a model 
lorctevclopingcountnes Conformily with 
.this standard in the tuture would prevent 
the investor panic that occurred when it 
became apparent how depleted reserves in 
Thailand and Korea had become 

The use of exchange controls to protect 
economies from reversals ot international 
capital flows is now hack in vogue, seem¬ 
ingly Ignoring the past 50-yeai etlort to 
get nd ol their costly distortions I1ie pre 
cxcsling restnclions on short tcim capital 
that were in place in China and Malaysia 
pnor to the cn.sis were certainly veiy hciplul 
in preventing the build-up ol short-term 
external obligations by then banking or 
corporate .sectors The position that now 
.seems to have been generally agrcc*d is 
that countnes should prix'ced to liberalise 
their capital accounts in an orderly aivJ 
caictully sequenced manner Countries 
cannot successfully liberaliseshorlei-term 
capital flows unless their hanking systems 
can elteclively intci mediate these flows. 
To do so clfcctivciy, domestic banking 
systems must be operating solely on inaikct 
principles in a competitive environment 
for an extended period It also needs to 
be remembered that the longci -term com¬ 
ponents ot capital inflows such as toieign 
direct investments have made major con- 
tnbutions to most ot the Asian economies, 
and particularly to China and .Malaysia, 
without any problems ot rapid wilhdiaw- 
als. Caic needs to be taken to avoid alien¬ 
ating long-teiin capital when addressing 
the issue ol managing the shortcr-ierm 
flows 

Uic IS.SUC of international regulation of 
hedge funds and othei linancial institu¬ 
tions that may have taken speculative 
positions in the Asian crisis has al.so been 
addressed by the most rci eni G-7 meeting 
The head ot the Geiman Central Dank, 
Hans Tictmeyer, had proptxsed the cre¬ 
ation of a body to help counincs co-or- 
dmatc the supervision ol financial insti¬ 
tutions, including hedge lunds and to 
monitor threats to the global financial 
system His proposal was acccpuul and the 
new forum will be headed by Andrew 
Crocket!, general manager ol ihc Bank of 
International .Settlements in Basel. Swit¬ 
zerland and will meet twice a year 

As a result ot an early suggestion of the 
US treasury and cndoiscd by the G-7. the 
Fund IS currently working on developing 
a new faciliiy lo provide prompt assis¬ 
tance to pre-qualificd countnes facing 
suoden capital flow reversals 
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Snuill progress peihap&buttheissues and 
ihe moral hazard trade-offs aro complex. 

V 

Social Impact 

Pci haps the most difficult aspect of the 
Asian cnsis has been its social impact. 
Rddie Lee of the International Labour 
Office has written an excellent analysts of 
this, entitled The Asian Finantial Cnsis 
The Challenge for Sottal Policy Lee 
de.scnhes the widc.spiead social distress 
that the economic coiuractions in Thai¬ 
land. Indonesia and Korea have cau.sed 
There have been massive job losses a.s 
production cutis.^ks and bankni|Mcies ac¬ 
celerated in these economies throughout 
1998 With the lack ot social safety nets, 
the social distress ha.s been severe Only 
Koiea has unemployment insurance but 
even then its coverage and duration was 
very limited at the onset of the crisis As 
Lee concludes, ‘Ihe va.si majority of dis¬ 
placed workers will thus have to fend for 
themselves during the cn.sis” (p 35). The 
Asian cunency and financial crisis have 
turned into a social cnsis 
The severe economic contractions now 
under way in Asia an.- affecting the lives 


of millions There are the newly un¬ 
employed that Lee's statistics indicate total 
7-9 million in Indonesia, Thailand and 
Korea alone. The associated lost incomes 
and increases in absolute poverty have 
been aggravated by the declining levels 
of public services as budgets were cut 
back Ptessurcs have risen sharply on 
women and children to replace lost in¬ 
come and to forego needed, but ‘elective’, 
health .services such as antenatal and early 
childhood care Relative to the optimism 
of the recent past, fears have emerged of 
a new lost generation as children arc being 
forced to drop out of school Augmenting 
these intolerable strains have been rising 
crime and violence. In Indonesia dierc has 
also been a marked breakdown in the 
social order, particularly the emergence of 
racial teasions. 

The extent of the sudden reversals in 
employment gams and poverty reducuon 
during the Asian crisis can be better 
understood relative to the very favourable 
pi e-crisis period In 1996. the rates of open 
unemployment in Thailand, Korea and 
Indonesia were 1 5, 2.0 and 4 9 per cent. 
re.spcciivcly While certainly there is dis¬ 
guised unemployment in Asia, these re¬ 


corded open unemployment rates were 
lower than the 5.4 per coit rate then 
prevailing in the US. These very low levels 
of open unemployment were the direct 
result of the high real growth rates and the 
incentives provided by the lack of un- 
cni|.'.oyment benefus in these economies 
over the previous two decades Labour 
intensive manufactunng mainly destined 
for export markets in the US, Europe and 
Japan, was the source for most of this new 
employment. Lee notes that 'Ihis growing 
absorption of labour into the higher pro- 
ducti vity modern-sector activities was the 
mam mechanism through which the bene¬ 
fits of rapid economic growth were dis¬ 
tributed to workers” (p 38-) World Bank 
economists, Tamar Atinc and Michael 
Walton have gone further m their asses-s- 
ment' ‘‘Ea.st Asian countnes have achieved 
spectacular welfare gams in the last two 
decades. Consistently high growth rates 
have been translated into quanUfiable 
welfare improvements primarily because 
growth has largely been inclusive. Pubhc 
provisioning of social .services has been 
widespread and the productivity ot the 
poc>r and then employment opportunities 
have increased enormously The iiumhci 
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of poor has fallen and the severity of 
poverty has declined. Life expectancy at 
birth, infant mortality, and literacy have 
all improved. These achievements are even 
more impressive when compared with the 
social developments in other regions oi 
developed countnes during their decades 
of industnalisaiinn."*" 

llie estimated declines of GDP in 1998 
of 7 per cent in Koiea, 8 per cent in 
Thailand and IS per cent in Indonesia 
have led to staggering incrca.se.s in the 
unemployment rates, particularly given 
the high level ot new entrants to the labour 
forces in these countnes In Korea, stati¬ 
stics are available that .show a quadru¬ 
pling of the unemployed from below 
4,50.000 pnor to the cnsis to I 8 million 
in January 1999 and a sca.sonan.v adjusted 
unemployment rate ol 7 7 pci cent. In 
addition there has been a significant fall 
in the labour force participation rate dunng 
1998 as perhaps an equal number of dis¬ 
couraged workers are no longer Uuiking 
lor work According lo Ixrc |ob losses in 
Indonesia have been variously estimated 
at between .3 8 and 5 4 million during 
i 998. whiL h could push up the unemploy¬ 
ment rate to as high as 14 8 per cent A 
laige nutnhei of these workers will have 
no choice but to migrate back lo the 
agricuhiiial oi iiiloinial sectors which 
accounts for about two-ihiids oi 
Indonesia's employment Suth tcverse 
migration would be understandable given 
the lack of unemployment benefits Cer¬ 
tainly family ties have facilitated such 
rcaKsorption 

1'hc governmenis of Thailand. Korea 
and Indonesia have moved to inipiovc 
their stK'ial safety nets and provide short¬ 
term assistance to those out of work Korea 
has expanded unemployment Miance 
scheme to cover 70 per cent of i..i_ labour 
foice with increased duration of benefits 
There has also been increased attention to 
training and employment saving ap¬ 
proaches As the budgetary rcstnctions 
were relaxed, social welfare assistance has 
been expanded significantly. In Indonesia 
and Thailand, an incieascd cmpha.sis was 
placed on employment generation pmiecis 
and the.se received '.op pnoriiy in the 
development pnigrammes Education and 
health were made moie accessible lor the 
poor including the pnivision ot scholar¬ 
ships to keep children in .schtml fn Indo¬ 
nesia subsidies for basic fotul and other 
essential .services were also supported with 
deficit financing of the budget when that 
was introduced. In Thailand severance 
pay for dismissed workers was increa.sed 
to 10 months and job training and place¬ 
ment facilities were expanded The Asian 


Development Bank and the World Bank 
supported many of these expanded social 
service programmes in Thailand and 
Indonesia. 

The Asian Crisis has severely set hack 
the pa.st gains made in poverty alleviation 
in ca.st Asia lx?c quotes the Fund’s Oc¬ 
tober 1998 World Economic Outlook 
estimates which project that during 1998 
almost 40 million people (20 per cent ot 
the population) would be thrown into 
poverty in Indonesia In Korea 5.5 million 
people (12 pel cent) would be added to 
their poverty miles and. in Thailand. 6 7 
million people (12 per cent) That total of 
over 50 million people only covers the 
three most adversely affected economics 
The Fund had estimated the increase of 
those falling below the poverty line by 
taking into account the increased un¬ 
employment and ihe leduccd purchasing 
powci ol intomcs due to inflation Pre¬ 
vious estimates lot Indonesia were much 
higher New surveys, including rapid 
poverty assessments, undertaken during 
1998 now appear to indicate that the crisis 
has been fell most severely in urban ateas 
and by middle income groups The nsc 
in comniixlity prices, in local cuircnty 
terms, has meant that the majority of the 
pixir III (he niral areas have weathered the 
crisis leasoiiably well, despite the impact 
ot the HI Nino drought. I'hc apparent 
limitation ol newly created poverty to the 
urban popuLitions and particularly to those 
in Bangkok. Jakarta, and Seoul, provides 
one lay ol hope in limiting the battle and 
allowing a more focused pmgramme t(> 
rescue those 5()million and reduce poverty 
to the mid-199()s levels Such rays ot hope 
are scry welcome in the evolving Asian 
social crisis 
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SPECIAL ARTICLES_ 

Immigration and Identity Ilmisformation 

in Assam 

Udayon Misra 

For centuries migrants have been accommodated in Assamese society. This article briefly reviews the 
shaping of Assamese .soi letv and < allure over centuries and goes on to discuss pre- and post-independence 
changes in politus, attitudes and the demography of the state. It examines the language issue, the trtbals 
versus Assamese middle class tensions and the position oj Muslims in the .state. The Assamese identity will 
likeiv he shaped In the < riss-crossing ethnic, linguistic and religious disnsions in A.s.samese society. 


'HITS papet IS a hiicl aiicnipt at (lacing 
the truiislorinjtKui tiial has bcTn taking 
place tsilhin (he Assaiiieso eninniunity 
ami hnw (.Cllain iiijpn deniographic 
changes ovei the past I (K) years tir ,so have 
UKlay real, lied a siagi where significant 
alteialions ate bnuiid ui lake place in the 
oveiall loniposition and cultural content 
ol the Assamese population As.sam has 
lightly been called the inellmg-pot ol 
diveisi* cultural stieaius. the Indo-Aryan 
and the Austio Mongoloid being the 
central ones Assaine%e intcilei. tiials point 
out the 'libeial otitlmik' ol the Assaiui'se 
people and then capai.ity to lake within 
their lold people of v.uying eultuial and 
hnguiMic hues The tnosti onimon example 
ol the Assamese people's accommodative 
powei that i.s rektied to by the scholars 
IS that ol the Assamisation ol the Ahoms 
who came Irom uppci Buima. who had 
a leligion and culiiiic distinclively then 
own and echo uiled Assam toi MH) years 
(I22X IHIX), giving the state its present 
name 

I 

IILstorical Buekgroiind 

Migration of peoples into Assam, both 
from the huliaii subcontinent and liom 
countries lying lo its east, has been going 
on fen centuries It is beyond the scope ot 
this paper to go into the details ol such 
migiations Hut. what is loday known as 
the *As.saniesc’ oi ‘Asomiya’ eomniuiiity 
of people. IS related to the piocess ol 
Aryanisalion as well as the rise and 
consolidation of Ahom lule in the 
Biahinaputia valley The idea ol a 
composite Assamese or Asomiya ’lati' oi 
nationaliiy Kxik shape dui ing the latei part 
of the Ahom i ule This proc ess had started 
dtiting the lust Muslim invasuin fiom 
neighbouring Beneat in the 16th century 
when the people wen- brought undet an 
Ahom Ol A.s.samese baniiei against the 
common enemy No* v>nly were the Ahoms 


successful in icpelling the Mu.slim 
invasuiiis. but by the IS.^Os the Ahom.s had 
lieed the gieater part ot Kamrup and 
Kamala Irom Muslim occupation and 
“extended then dominion right up to the 
Kataloya in Murshidabad in the west and 
almost to close proximity ol flacca” 
fBarpuiaii I‘)‘I2'I41| Dunng the rule ol the 
Ahom monarch. Pratap Singha I ltv03-41) 
c onsi liidat ion of the Assamese community 
was fuithcr speeded up hecau.se ol the 
common fight against Mughal incuisions 
and enci oiu'hmeiU on Assam territory The 
Ahom vicloty ovci the Mughals in early 
1616 was followed by the defeat of the 
Mughal aimy led by Ram Singh in the 
Battle of .Saraighat in Maich 1671 

Prioi to the advent ot the Ahoms, the 
western pait of the country (reftTred to as 
‘laiwcr Assam’ by the British) was 
generally known as Kamarupa with 
Piagjyotispura (picsent-day Uuwahati) as 
Its capital, the eastern part (refcrrc'd to as 
‘llpjvjr Assam' by the Bntish) consisted 
of scveial tribal kingdom.s and 
principalities According to historians, 
dunng the eaily period ol Ahom rule, 
I 'pper Assam was k nown as Ahom counlty 
and Lower Assam as the land ot the 
•Dhckeris’ While the people of western 
or laiwer Assam were usually referred to 
as the Dhekeiis by the Ahoms. they, in 
luin. used lo distinguish communities like 
the 'Koches' and the ‘Keots" inhabiting 
eastern oi Upper Assam from tho.se ol 
then ownbytfimingthemas 'Ahom Koch' 
or 'Ahom Keot' [Baruah 1972.10). It was 
only after the Ahoms spread their rule over 
the grcatei pan ol the Brahmaputra valley 
that the country came to be known as 
Asom, clearly u denvative fnim the word 
Ahom Even in Sankardeva's time, the 
word Asom otten meant the Ahoms 
(Baniah 1972 110] 

The adoption ot the Hindu faith by the 
Ahom kings and the active patronage ot 
Hinduism in the 17th century during the 


rule of Rudra Singha (1696-1714) and 
Siva Singha (1714-44) ha.stcned the 
assimilalion ot many of the tribes into the 
Hindu told and the idea of a compo.site 
A.s.samese identity made up of the ca.ste 
Hindus, the plains-tnbals and the small 
section ol A-ssamesc Muslims began to 
emerge Sankardeva's (14491568) 
leformist Vaishnavism had already 
prepared the gniund toi bringing the plains 
tribal., within the Hindu lold Historians 
have rioted that dunng ihc 17th and 18th 
centuries large .segments of the bodo- 
kachans and other ti ibal gioups embraced 
Hinduism [Guha 1991 2.S) 

The first Muslim invasions which had 
started Irom the early part ot the I 3th 
century and continued till the 14th, 
resulted in a si/cable section ot Muslims 
staying behind in Assam after the f ailuie 
ot their ex|)editiuns TOs segment finally 
assimilated with the emerging Assamc.se 
nationality as Asamiya Mussalinatis 1 ne 
Ahom rulers gave positions of power and 
eminence to the Assanic.se Muslims and 
the latter took active part in resisting 
successive Mughal attempts to overrun 
the region.'The assimilationof this segment 
ol Muslims into Assame.se .society was .so 
complete that the historians who 
accompanied the Mughal expeditions into 
Assam notc-d that they were more As.vamese 
than Muslim 

Thus, the demographic break-up of the 
Assamc.si‘ society on the eve of British 
entry into the ptovince may be said to have 
included the different ethnic groups 
brought within the Hindu fold, the caste 
Hindus, the plains tribal communities and 
the relatively small number ol Assamese 
Muslims Furircstance, inhi.s.<s(K:iatdivi.siun 
of the Assamese, the 19th century writer, 
Padmanath Gohain Baruah, mcntion.s the 
following groups: brahmins, goswamis 
(gosains), Ahoms, baishyas, mahanta or 
mahajan, kayasthas, daihagyas, kalita keot, 
koch, chutia and the Muslims known as 
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marias [Oc^un Baniah 1976:31. Thereare 
other historians who have included all the 
plains tribes and the kalitas, brahmins, 
kayasthas and the kcoLs as well as the 
scheduled ca.stes within the umbrella 
connotation of ‘Assamese'. 

It IS, howevei, intere^ing to note that 
common I9th and early 20th century 
perceptionsaboul the As.sanicsc nationality 
were limited almost exclusively to only 
those people who lived in the Brahmaputra 
valley. Wnting in the closing decades of 
the 19th century, the leading A.ssamc.sc 
intellectual of the lime, Gunabhiram 
Baruah (1837-94), berates hiscountrymcn 
for being extremely in.sular in appriiach 
and xenophobic in then attitude towards 
their hill neighbours as well as the peoples 
of Bengal and beyond Baruah concludes 
his article by saying that education alone 
would help the Assamese to change their 
aiiitudes and to look upon the Bengalees 
and other outsiders as their brothers 
[Baruah 1885 9.5-KK)] 

The overall attitude ol the As.samcse 
towards the people ot the hills remained 
nrore or less the same in the succeeding 
decades, although within the Brahmaputra 
valley itscii, the a.ssimilation ot the plains 
tiihals into As.sanic.se .siKicty was geared 
up fora variety ol leasoiis Piiinary among 
these was the growing peasant lesisiance 
to Bi itish rule in some ol the I .owci Assam 
distiicts inhahiied hy plains tubal people 
and the fiiMsant upnsings ot the closing 
decades ot the 19th century 'I'hc ‘taij 
mcls' or people's assemblies, which were 
le vis ed in thee oiir.seol the peasant struggle 
.igainsi excessive taxation, gave a tillip to 
4ssutiie.se natiotiah.slic icelings 

It Is signilicant to note that the PlmUigun 
uptisingol 18b I in the Now-gong district 
ol Assam was led primarily hy peasants 
belonging to the lalurig tribe and w-as 
participated in hy all segments ot the 
Assamese pea-,antry [Ciuha 1977 6-71 
Relemng to the peasant struggle ot the 
closing ycais ot the 19lh century, 
Amalendu Giiha observes “The w’lde- 
s|itcad peasant struggle. ba.sedon the unity 
ot the entile peasantry and a .section of the 
non-ciiltivatmg landowneis. made an 
impact on the aintemporary Assimese 
society The non-ciiltivating landowneis 
- brahmins, mahantas and dolois, the 
traditional rural elite - apparently took the 
initiative and a leading role. But it was the 
|HHir peasantry and other sections ol the 
luial poor, including tlie artisans, who 
actually lent it a militant character" [Guha 
I977.54J 

Twoother factors that weie instrumental 
m bringing the different segments of the 
Assamese society closer and<n,strcngthen- 


Economic and Political Weekly May 22, 


ing national coasciousness were (a) the 
struggle to regain the statusofthc Assamese 
language, and (b) the increasing pressure 
on cultivable land as a result of continued 
immigrationof land-hungry pcasantsfrom 
neighbouring Hast Bengal which intensi¬ 
fied fnim the eai ly part of the 20th century 
While (he first was a struggle Icdpnmarily 
by the emerging Assamese middle class 
which would. Ill the succeeding decades, 
play an incicasingly hegemonic role in 
Assamese society, the .second factor 
affected both the tnhal and non-tribal 
Assamese pea.sdiits who were being faced 
with gniwing land-alienation 
Initially, the tubal and non-lribal 
segments wiihin ihc still emerging 
Assamese nationality came clo.scr on the 
question ot putting up a common fight 
against the continuous occupation ol 
cultivable land by the immigrants and this 
wasal VI retlecied m ih>; concern expressed 
by ihe Congiess Paiiy which, by the late 
twenties, had icplaeed the Assam 
Association a.s (he dominant socio-pohtical 
organisation ot the i egioii But this priKCSS 
did not last long bccauoc ot the changing 
political scenario and the failure of the 
doininani c.isie ilmdii Assamese leader¬ 
ship to iniii.iie steps to prevent the dis 
possessment ot the inbals Irom their land 
Ail the ilieiorii. about tiibal-non tubal 
units ii'ilwiihsiaiidiiig. the Assamese 
middle elass s attempts to re.solvc the 
qiiesiion ol .yssamcsi' linguistic identity 
remained iht fininary issue during Ihe fust 
hall ol Ihe ?0lh cenluiy The struggle to 
ensuiellie linguistic status ol the A.ssaiiicsc 
took piei edeiiic ovci ail o.liei is.sues and 
the ull-inipoti.iiit question ol tubal land 
alienation was put aside 
The reiieialion ot the polyctliinc natuie 
ol the As‘.anicse society on 'he one hand 
and Ihc lalliet nh.scssivc quest lot a 
unilingnal iilenlily on the other, has been 
one of the major contradictions which the 
Assamese middle class has not been able 
to ic.iolve till date The struggle lor the 
icsioraiion ol the status of the Assamese 
language is known histoiy But, the lailoiit 
ol Ihc siiugglc spilled over well into Ihe 
scvenlie>. and the eighties The suspicior 
and rnsliusl between the Assamese and 
the Bangalces over the question of whetlici 
Assamese was to be accorded the status 
ol otticial language, has lelt a trail ol 
bitteiness in the history ol Assamese- 
Benpaii relationship in Assam This 
struggle obviously had strong economic 
consideratr >iis, the struggle for jobs being 
one ol the central issues 
The rivalry ovei language t esulted ui the 
average Assamese developing a deep- 
.seated dislike lot the Bengali Hindu who 
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was seen as a threat to Assamese identity 
and culture. The different stages in the 
fight fot making Assamese the official 
language ol the state were marked by 
bitterness and violence, with the ordinary 
Bengali Hindu peasant hearing the brunt. 
Unlike the Bengali Muslim, whose was 
primarily a snuggle lor .suivival and who 
was prepared lo adopt a low key approach 
regarding his language and culture, the 
Bengali Hindu who had oieupied an 
importani position in the adinmistrativc 
set-up under the Bnlish, w.is not pieparcd 
to shed his distinctive cul(ur.d identity 
With increasing numbers ot immigiant 
Bcngah-spcaking Muslims declaring 
Assamese to be their mother longue 
whcthci lor political ot othci considc- 
tatioiis. It was hut natuial that, in Ihe 
struggle ol the Assamese lo veure a 
rightful plaie lor (heir langu.ige and 
culture, they lamc to kMik upon the in¬ 
nocuous immigrant Muslim peasant as a 
liicnd as against the Bengali Hindu who 
w'as considered a threat (o Assamese 
identily 

The csjiousal ot the Bengali Hindu cause 
and Ihe often viiuleni anti Assamese 
position adojited hv a section of the 
poweitui CaLutta piess helpv-d further 
widen ll».' schism between these two 
communities It is imporiunt lo note that, 
right Itom Ihc days when a handful ol 
Assamese studenis sel up Ihe Asamiya 
Rhashal'imaii Sadhaiii Sannli m Calcutta 
in 18X8, Ihe growth of Assamese nation- 
aiism has bcvii iiicxtm.ibly lied up with 
the queslion ol Ihe otticlal tc'cognilion ol 
the Assanic-se language laiyally lo the 
Ass.imose language was .seen as llie .sole 
cnieion incsi.iblishingone’s idemiiy (This 
IS still very mueh the case with most 
Ass.ime.se middle* class-led oiganica 
lions like the .Asom .Sahilya Sabha ) 
Assamese nalioiialiVs seemed lo have 
taken It loi gianted that all olhei liiigui.stic 
gioups lismg in the Bi.ihmaputia and 
Barak ' alleys and in (he hills ot aiitiun 
caled A.ssain would have to accept 
Assamese as ihe oiilv olficial language ot 
the icpion 

Duntig tlie lirst two decades or v> atlei 
mdcpemlencc, the snuggle to make 
Assamev the siaic language and lo ••nsiirc 
ils place amongst Indian languages so 
dominated the socio cultuial und polilicul 
scene ol Assam that Assamese leaders had 
little time lor issues like widescalc 
iininigiation and Ihc mcicasing prc.ssurc 
on land The language niovcmcniol I960 
winch saw vune ol tlie woist lorms ol 
communal noting m ihc stale, diove a 
major wedge between ihe As-anicse- 
speaking and other linguistic groups ol the 


1265 



state A signiKcant fallout of the language 
agitation was that large sections of Bengali 
speaking immigrants decided to declare 
Assamese as their mother tongue and to 
send tlietr childien to Assamese medium 
schiKils Thus, the struggle for the recog¬ 
nition ol Assamese as a distinct language 
which began with the efforts of men like 
Anundaiam Uhekiyal Phukan and the 
Ameiicaii Bapti.sts in the second half of 
the 19th century (Assamese was made the 
court language in 187 ^ replacing Bengali 
which hsid been intioduced by the British 
in 1836). continued thioiighout the 20th 
century, f inding its eliiii.i\ in the iiiovcment 
of the sixties and sevc'iities to make it the 
.state's oiricial language and linally the 
medium of insruciion in colleges and 
universities 

During this entiie period of Assam's 
pre- and post-indepeiideiu e history, the 
state's intellec iual and political scene was 
so doiniiiated by the language issue that 
all other issues wctc largely ovei shadowed 
Nevertheless, it was liom the twenties 
oiiwaids that some degree oi popular 
awareness seemed to he growing on the 
question oi unabated inllux liom neigh¬ 
bouring hast Bengal and the giadual 
(K'cupaiion ot the tribal hells and blocks 
by the lund-hungty Bengali peasants 
Census othcial C S Mullan's ob.ser- 
vations in the 1931 Census Report where 
he predicted that if the immigrations went 
on unchecked, the indigenous Assamese 
would he outnumbered in all but one oi 
two I Ippei Assam distiiets, brought to the 
lore the Ihieal to the Assamese identity 

Hven those historians who aie highly 
critical ot Mullan's commenis and ot 
Assamese linguistic chauvinism, have 
admitted that ma|oi demogrupic changes 
did take place m Assam duiing the lirst 
decades ol the 20th ceniuiy aided and 
abetted by Muslim politicians ot the stale 
Even Saiyid Mohammad Saadulla,' who 
headed as many as 1 1 ve ministries in Assam 
duiing 1937-46 and was known for his 
pro imnitgraiil policie.s. finally fell out 
with immigrant Muslim leaders like 
Maulana Bhasani^ on the issue of 
completely dc-a-seiving the tribal belts 
and blocks in iuvoui ol the immigrants 
Reacting to Bhusani <• demand lor the 
abolition ol the line system ininMluccd by 
the British to protect tribal and indigenous 
hind from being occupied by immigiani.'i. 
Saadulla compaied the situation m Assam 
to that ansing out ol the unresinclcd Jewish 
migiation into the Arab homeland He 
dei'Kired that, not to speak of Iribals. even 
Assamese Musiiiiis were being driven out 
of their land f'v the immigrants |(iuha 
1977 282] 


II 

Tribals and Assamese Middle Class 

It 1 $ nece.ssary to note here that the 
Assamese middle class leadership which 
had emerged by the Erst decades of the 
2()th century, while making occa.sional 
emotive appeals fortnbal/non-tribal unity 
within the broader fabric ol the Assamese 
community, did little to assuage tnbal 
tears of being outnumbered and of being 
disposscs.sed ot their land by immigrants 
Moreover, little conscious effort was made 
to psychologically accommodate the plains 
tribal communities within the Assamese* 
fold, while at the same time accepting the 
autonomous life pattern ol these people 

Asamisation. which had been a natural 
process in the preceding centuries, 
gi adualiy came to he rc.si'ntcd by the small 
middle class that was also emerging 
amongst the different tribal communities 
ol the state Unlike the peasant resistance 
movements ol the lK80s and 1890s when 
both the tribal and non-tnbal segments of 
the A.Aamesc population under the 
leadeiship ot the rural elite had pul up a 
common light against the British admini¬ 
stration I.Sarkar 1990 53). the Assamese 
middle class, which began emerging m the 
lust part ol the 19th century and was a 
product nt western education and modem 
ideas, displayed a large dcgiec of in- 
diflcience towards tribal sensibilities 
Nevertheless, during the Congress-led 
struggle against British rule, the ttihal/ 
non-tnbal divide in Assamese society 
remained partially submerged because ot 
the fight against the common enemy 
Assamese inhals contributed a Ini to the 
I rci'dom .struggle and .several of them made 
the utmost sacniicc lor the cause ol 
independence Congiess leaders like 
Gopmath Baidoloi and C'handianath 
Saimah were aware of the need It, assuage 
lusiified tribal tears, but this was not 
nec essarily reflected in the different rungs 
oi Assamese siKiely and polities 

lust prior 10 independence theCabinei 
Mission proposals on grouping brought 
all the mdigcnou.s [icople nt undivided 
Assam logethci on a common platform 
and the tcarot being giiicd away to Pakistan 
bnnight about a lacadc of unity among the 
Assamess and then neighbours from the 
hills The inreat to the region's identity 
posed by Jinnah and the Muslim Ixague 
became a common binding factor, even us 
the spectre ol the aulhochthoncs being 
outnumbcrc'd by Muslim ininiigranls 
assumed added dimensions This is 
adecfuately letelccted in the writings ot 
almost all the Assamese intellectuals of 
the period Khasi leaders like J J M Nichols- 


Roy also put up a spirited Eght against the 
machinations of the Muslim League and 
spoke strongly of solidarity between the 
peoples ot the hills and of the plains of 
Assam [Bhuyan 1980:384]. Nichols-Roy 
.seemed to have visualised a broader 
fraternity made up of the peoples both of 
the hills and plains ot undivided Assam 
and within which the hill peoples would 
enjoy enough autonomy to develop 
according to their own genius In the 
constituent a.ssembly debates he joined 
Bardoloi, Omeo Kumar Das and Rohini 
Kumar Chaudhuiy in demanding a large 
mca.sure of financial autonomy for Assam 
[CAD Voi Vll-227i But the Assamese 
middle class obviously did not share the 
idea ot such a broader fraternity of the 
peoples of the north-easteni region 
In fact, the A.s.samese middle cla.ss's 
perception ol post-indepcndcncc Assam 
and die role lo he played hy the A.ssamese 
nationality was strictly limited to the 
Assamese speaking people of the 
Brahmaputra valley This is best revealed 
in the A.ssjm Congress’s election appeal 
til 1946 which stales' "I iniess the piovince 
of Assam he organi.scd on the basis ol the 
Assamese language and As-samesc cultuie. 
the survival ol the Assame.sc* nationality 
and culture will become inipi/ssible" 
IGuha 1977 3021 Although as the most 
iepicsentati”e organisation of the 
As.samesc middle class, the ('ongress often 
claimed to speak for all the people of 
undivided Assam, in reality there was little 
space for the other nationalities of the 
north-eastern tegion in its scheme ol things 
Bardoloi's initiative in getting the Sixth 
.Schedule incorpoialed in the Constit- tion 
ol India IS olten cited as an example of 
the Assam Congress's liberal approach 
towards the aspirations of the tribal 
communities But, even in asking tor the 
piolectivc clauses ot the Sixth Schedule. 
Bardoloi and the other A.ssamcsc- leaders 
seemed lo he motivated hy the hope that 
in the long run these tribal lommunitics 
would ultimately merge with the greater 
Assamese nationality whose major 
constituent would obviously be the 
Assame.se-spcaking segment. Though in 
the years immediately preceding indepen¬ 
dence, many ot the hill tribes of undivided 
Assam had made it clear that they would 
prefer an autonomous existence and a 
position ol equality in relation to the 
Assamese-speaking people, the Assam 
Congress gave little thought to this aspect 
However, it must be .said about Bardoloi 
that, ul a time when mo.si of his As.samese 
colleagues in the Congre.ss seemed un¬ 
aware of the feelings of the other nation¬ 
alities of the then state of Assam, he had 
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a vision of a composite Assam where the 
different tribal communities would have 
a iricndly working relationship with die 
Assamese. He, however, did not realise at 
that time that the emerging middle class 
leadership of these communities would 
not be satisfied merely with the provisions 
of the Sixth Schedule and would eventually 
demand their full share of political power 
The process initiated by Bardoloi came 
to a halt with his death in 19S0. llie new 
leadership of the Assam Congress under 
Bishnuram Medhi displayed a myopic 
vision and failed to reach out not only to 
the hill tribes but al.so to the plains tribals 
within the Assame.se community One of 
the main reasons fur tnhal dusenchantment 
was the lack of development oi their areas 
which remained as backward as cvei Of 
course, all the blame torthe tardy develop¬ 
ment of areas inhabited by the tnhal 
population cannot be aitnbutcd to the state 
government run pnmanly by the Assamese 
middle class Central lund.s always came 
in a trickle and the national leadership of 
the C'ongress refused to accept Bardoloi’s 
plea foi treating Assam as a special case 
because oi the extractive nature of the 
colonial economy which had drained the 
legiunot iisrich natural re.sourccs without 
any ploughback of >,upital. Moreover, 
partition had sevetely affected the state's 
economy by virtually cutting off the entire 
north-casicm legion iiom the rest of the 
country and pull i ng an end to the ccntuncs- 
old trade with formei Bast Bengal Added 
to Assam's woes were the thousands of 
refugees who ciossed over into the slate 
from newly-crcalcd East Pakistan But 
despite all thc.se factors, whatever little 
development was taking place under the 
Assam govcmnicnt was being concentrated 
in the iioii-tnbal areas The alienation of 
the Assamese tnhal was beginning 
Underdevelopment, poverty and theever 
incrca.sing pressoic on cultivable land from 
the immigrants were some of the major 
factors which pushed the plains tnbals of 
the Brahmaputra valley to the wall. The 
Assamese middle class's insistence on a 
dominantly Assamese linguistic identity 
for the state and the support given to tins 
h> the ruling Congress '’arty went s long 
way in alienating first the hill tribes and 
then the plains tribes. It was evident that 
the Assamese middle class leadership, pre¬ 
occupied as It was With the struggle to 
establish A.ssamese hegemony, had failed 
to repondtothe growing senseof insecurity 
in the tribal mind. As a result, this sense 
of alienation came to be expressed in the 
growth of different tribal o^anisations 
which staned demanding political power 
and social justice. 


While the movements for autonomy and 
separate statehood in the hills caught the 
Assamese middle class leadership 
somewhat unawares, it soon leamt to accept 
the truncation ol the state, all the assertions 
about an undivided Assam with the peoples 
of the hills and the plains living in harmony 
notwithstanding But the initial 
Assamese reaction to the birth of plains 
tnbal organisations demanding their share 
ol political power and social .status was 
one of antagonism, with Assamese leaders 
and intellectuals continuing to a.ssert that 
the plains tnbals were an integral part oi 
As.samese society What they failed to sec 
was diat the process of a.ssimilation of the 
plains tnbals into Assamese siKiety was 
being checked by a vanety of socio¬ 
economic. political and histoncal factors. 

It IS true that dun ng the Asiiam movement 
on the foreign nationals issue (1979-8.5). 
the native Assamc.se speakers were sup¬ 
ported throughout the Brahmaputra valley 
by the plains tnbals like the bodos, the 
mishings, the tiwas, the rabhas, etc. It is 
also true that many of tliese plains tribals 
may be said to have acquired a dual 
'nationality' or identity in the sense that 
many ol them considered themselves to 
be both tribal and A.ssame.se. But with the 
majority ol these tnbes, this sense of 
solidarity with the Assamese wore off 
once the Assam Accord was signed. They 
viewed the accord as a move aimed at 
protecting the identity only ol the 
Assamese-speaking people, while totally 
ignonng and overlooking the grave dangers 
that were being posed to tnbal identity. 
When doubts were rai.scd on the question 
ot providing constitutional safeguards for 
the Assamese people, it became clear that 
the .state's majoi tnbal populations were 
not willing to be identified as Assamese. 
I'his fact, however, was not accepted by 
the Assaine.se intelligentsia which 
continued to harp on the tnbal/non-tnbal 
synthesis in Assamese society. 

It would perhaps be relevant to refer 
here to a collection of articles on Assam 
brought out by the Asom Sahitya Sabha 
dunng the height of the Assam Movement 
The collection entitled Assam and the 
Assamese Mind, has articles wntten by 
some of the leading Assamese intel¬ 
lectuals For instance, the Jnanpith award¬ 
winning Assamese writer, Birendrakumar 
Bhattacharyya, ob.serves: 'The Assamese 
nationality is a heterogeneous community 
which me ludes tnbal groups like the ravas, 
the bodos, the uwas, the mishings, the 
kaibis and the dimasas. Compared to these 
members of this composite nationality, 
the Bengalis and others are newcomers to 
the land" | Bhattacharyya 19K0:83J It is 


sigmficant to note that even at the time 
when this observation was being made, all 
the communities referred to by the author 
asbeing part ot the 'composite' As.sainese, 
were actually demanding cultural and 
political autonomy in some form or the 
other and that within a short span of time 
the bcxlo demand tor separate statehood 
was to usher I n one of the hkHKiicst penods 
III Assam's po.st-independence history. 

In another artic Ic in the saiiic collection, 
a noted As.samese Muslim intellectual, 
Mohammad Taher, writes about the 
contribution of the karbis, mishings, 
lalungs, dima.sa.s. bodos and kachaiis 
towaids building the foundation of 
Assamese culture “on which was super¬ 
imposed the Aryan culture brought by the 
Hindu migrants in the past without giving 
nse to any .social imbroglio What gradually 
emerged in the process was certainly not 
a cro.s.s-brccd of .social sy.stcins, but a 
harmonious cultural entity, a colourfaul 
mosaic of diverse traditions and cultural 
traits, which was eni iched f urthcr by fresh 
contributions in subsequent ages" [p 59] 

Duigcswar Doley, a leading intellectual 
ol the Mishing community, refers to the 
inherent 'liberalism' of the Assamese 
paiplc who are seen as a harmonious 
conglomeration ol the tribal, the non-tnbal 
and the scheduled castes and who have 
never indulged in any 'fanatical activities* 
According to Doley, the *'Assame.se society 
IS, and has always been, an open 
.society The process ot a.ssimilation and 
fusion has always been active and has 
embraced every ethnic, linguistic, cultural 
orreligiousgroup"lD()ley I980 4(K)1 One 
could go on quoting from the other pieces 
in the collection to show that behind the 
almost ob.sessivc retrain of a highly 
accommodative and open society there he 
certain basic contiadictions which most 
Assamese intellecfuals and scKial leaders 
retu.se to face 

Ill 

Neo-Assamese Muslims 

Though none of the contributors to the 
above volume refers to the immigrant 
Muslim as being a part of the Assaine.se 
nationality, .several ot the writers, however, 
refer to the contribution ot the Assamese 
Muslims and the 'baganias' or tea lahoui 
community. The eighties which high¬ 
lighted the infiltration issue, rather paia- 
doxically brought the immigrant Muslim 
to the centre .stage of A.ssam’s culture and 
politics Over the year.s, large .segments of 
the immigrant Muslim population of the 
state had been sending their children to 
Assamese medium .schools and returning 
Assamc.se as their mothci tongue This 
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was particularly trueol immigrant popula¬ 
tions inhabiting thr riverine bells called 
'chars' And, once Assamese wa.s made 
the official language ot the state, the 
immigrant Muslim was quick to .sci/c the 
opportunity ol identilying himsell with 
the Assaniese-.spcdking majority. 

It 1.S worth pointing out here that though 
Bengali Hindus in Assam otien speak 
As.samcsc fluently and have made notable 
contributions to Assamese litciatun.' and 
the arts, yet they wore seldom ptepated to 
give up their linguistii. idenlit> But this 
was not the case with the ininiigrant 
Muslim 

As this section ol Assamese speaking 
immigrant Muslims started glowing 
numarieally, Assamese socio cultural 
organisations accepted ihem fust as 'Na 
Asamiya' or nco Assamese and then as 
Assamese For instance, leaders ol the 
Asom Sahitya Sabha, the stale's premiei 
socio-hteraryoigjnisaiionicprc.si'ntinglhe 
Assamese- speaking people, have in recent 
years been emphasising the need to accept 
the immigiant Muslim population as part 
and parcel ol the Assamese s(x;icly and 
have been i iitical ol those who still relcT 
to them as ‘Mias’ or 'Na Asamiya’ The 
president ol the l‘)‘)6 session ol the Asom 
Sahitya Sabha went to the extent ol 
declaring that the immigrant iiirncd- 
Assainese is mine palriotic in the mattet 
ot A.ssamese linguistic nalionalism 
because, unlike many ol the so-called “core 
Assamese” with .sunumes like bora and 
saikia who .vend their wards to English- 
medium schools, the immigrants believe 
ineducatingthcii children in the Assamese 
tongue. 

Conscious ctlorts on the part ot the 
Assamese intellectuals were now aimed 
at drawing a dividing line between those 
immigrants who have come and made 
Assam their home, accepting the Assamese 
language and cullurc, and those who have 
come aftci Match 1971, the cut-otf date 
as given III the Assam Accord Soon this 
cul-uif dale would also cease to hold any 
signitiraiiee 

The Assamese weic g'aletui to the 
immigrant Muslim for letuming Assamese 
as hi.s mother longue, Ihcrcby ensuring the 
majority status ol the Assamese and 
defeating the ‘machinations' of the Bengali 
Hindu to reduce A.ssuni into a bilingual 
state No doubt, lor all practical purposes. 
Assam today is a bilingual slate, with 
Assame.se in the Brahmaputra valley and 
Bengali in the Barak valley. In such a 
context, the nco-A.s.samesc immigrant 
Mashm also did not lake long to realise 
hts impoiiance as a balancing force in the 
state's socu) poliin si scene and .strongly 


put foith his case for acceptance into the 
Assamese nationality. 

What IS of interest is that while, on the 
one hand, the struggle to make A.ssamcse 
the ofticial language (1960) and laierthe 
medium ol instniclion at the college/ 
univcTsily level (1972) alienated the tribal 
populations ol both the hills and the plains 
and led to ma)nrcleavages in the Assamese 
society, on the other hand, it drew the 
immigrant Muslim populations closer to 
the A.s.samese lold. 

As long as the Assamese language 
remained the vehicle of exprc.ssion of a 
popular eullure embracing dillcrcnt 
coiiiinuiiities - as it was from the 15th to 
the eaily part of the 20th century- 
accommodation was the keynote as far as 
the cori Assamc.se and the tribal segments 
were concenicd But, once the otncial 
stamp was put on the Assamese language. 
It became an instrument ol exclusiveness 
by dctcnnining certain specific cultural 
pai anietei s It was in this newly-cmerging 
sccnaiio. when stalcsancliontoa particular 
language triggered olf certain radical 
alignments and realignments among (he 
dilleieni communities ol the region, that 
the immigrant Muslim emerged as one ol 
the ma|oi pillars of Assamese linguistic 
nalion.'itisin 

Just as the Assamese Hindu, whose 
tradition and culture lorm the bedrock ol 
Assamese .society enriched us it is by tribal 
and Muslim contributions, would love to 
claim that Ins is a liberal .society where 
no particular a-ligious-cultural trend is the 
dominant one. similatly the Assamese 
Muslim has prided himsell over the fact 
that he has always considered himsell first 
an Assamc.se and then a Muslim But, fust 
as the Ass.imcse Hindu (which includes 
a large .segment of plains tribal people) 
cannot claim that his has been a lecord 
unlancd by comnuiiial clashes, similarly 
the Assamese Muslim loo cannot say that 
he has always been above religious con 
siderations whenever issues ol nationality 
were at stake 

While i( IS true that several leading 
Assamese Muslims were drawn into the 
politics ol the Muslim League and 
supported the demand tor a six-pravince 
Pakistan that would include Assam, yet 
the provinc.al Muslim League drew its 
support mainly from the immigrant 
Muslim population of the state. While it 
IS al.su true that it was the Assamese Muslim 
prime minister of the state, Saiyid 
Muhammad Saadulla. who was responsible 
for actively encouraging the influx of 
Muslim peasants from East Bengal - 
prompting Wavell to say that Saadulia’s 
policy m the thirties of ‘Grow More Food’ 


was in actuality one of ‘Growing More 
Muslims’ - yet it was another Assamese 
Muslim, Mohammad Tayebullah who led 
the Congress tn Assam during the tumul¬ 
tuous pre-partition days and who con- 
si.stently oppo-sed tooth and nail the politics 
of the Muslim League. 

Tayebullah's opposition to League 
politics was so tot^ that he fell out with 
Bardoloi when the latter reached an 
agreement with the Muslim League in 
March 1945 as a result of which the fifth 
.Saadulla ministry was formed in which 
practically all the non-Muslim members 
were rongre.ss nominees, though the 
Congress itself did not accept any office. 
Tayebulla, immediately alter hts release 
from prison on the March 27,1945, is.sued 
a statement in hiscapacity as the president 
of the Assam Congress opposing the (ri- 
partilic agreement and said that Bardoloi 
did not have ihc right to use the ('on- 
gross's name in coming to an agreement 
with war-time collaborators like Saadulla 
IGuha I977'29()] It was Tayebullah who 
steered the Assam Congiess during those 
Liiicial days when the entire slate was 
mobilised to oppose the grouping 
scheme under the Cabinet Mission plan 

It may be said, therelorc, that on the 
whole, the general trend among the 
Assamese Muslims has always been one 
of trying to integrate themselves with the 
Assamese* community in such a manner 
that culturally they have become one of 
It s important segments Politically too. the 
Assamese-.speakiiig Muslim has olten 
distanced hini.self Irom the general run of 
Muslim politics in the stale For instance, 
Ainaicndu Guha refers to goveinnicit 
intelligence reports to show that A.ssamese- 
.speaking Muslims responded poorly tothe 
call given by the provincial Muslim I.a:ague 
to observe January 3, 1947 as ‘black flag 
day' in protest against evictions immigrant 
settlers Irom grazing and forest reserves 
by Ihc Bardoloi government [Guha 
1977 3I7| 

Unlike many other regions of the Indian 
Subcontinent, the cultural divide between 
Ihe Assamese Hindu and the Assamese 
Muslim IS not at all sharp. This had 
prompted Muslim histonans from other 
paAsof thecountrytosay that the Assamese 
Muslims were less Muslim and more 
Assamc.se in their culiurc and habits. For 
instance, Sahabuddin Talish who ac¬ 
companied Mir Jumla during the Mughal 
invasion of Assam in 1662-63, stated thus: 
“As for the Musalmans who have been 
taken pnsoner in former times and had 
chosen to marry here, their descendants 
act exactly in the mannerof the Assamese, 
and have nothing ot Lsiam except the name; 
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their hearu are inclined far more towards 
mingling with the Assamese than towards 
association with the Muslims'* (Gait 
1967:153]. 

Such a degree of assimilation was 
possible partly because of geographical 
factors and partly because of the accom¬ 
modative nature of Assamese society led 
by the Ahom kings who appointed 
Muslims to important positions The 
first group of Muslims came and settled 
in the region from the 13th to the ISth 
centuries. They were easily assimilated 
within the broad cultural base of 
As.samesc .society built up o( tribal folk 
tiaditions and a liberal brand of Hinduism 
deeply inilucnced by Srimanta 
Sankaitleva’s school of Vaishnavism. This 
IS adequately reflected in the '/.ikirs' and 
‘/arts', devotional songs composed in 
Assamese by the I7ih century Muslim 
saint. Shah Milan of Baghdad, who came 
to be known as A/.an Fakir in Assam The 
/.ikit and /.an speak mainly of peace, 
harmony and the tiaiisitory nature of 
human lite and seem deeply influenced 
by populai toik-music forms as well as 
by the Vaishnava music ot Assam They 
iorni an intcgial pari ot the cultural 
mosaic of the Assamese people Dis¬ 
cussing the assimilation ot the Muslims 
into Assamese society, two Assamese 
Muslim soc lal scientists have the following 
to say 

the political assimil.ilionof the Muslims 
in the slate has c onsiderablc cultural roots 
A luimhei ot Muslim wnteis. poets and 
ctitics have made lasting contributions to 
the world ol Assamese language and 
liteiatuie. To start with Aaan Fakir, the 
process ot assimilation ot the Muslims had 
begun in the hackgiound ol a tolerant and 
inicgr itive Vaishnava movement launched 
by Sankardeva, the gicat saint and literary 
figure ot Assam Ini|Hiitant personalitias 
like Di Moidul Islam Bora, Moti/uddm 
Ahmed lla/an'v.i (whose Cyan Malmt a 
colicc'tion ot highly lyncal poems, is a 
monumental work), Mohammad Piar and 
Syed Abdul Malik .set new trends in the 
world ol A.ssamesc literature A number 
ul new and promising waters and poets 
like Syed Abdul Halim, Ismail Hussain 
and Khanir Ahmed (both Hu.s.sain and 
Ahmed hail from the immigrant Muslim 
community) have further strengthened the 
process of assimilation and consolidation 
ot Muslim's quest for .survival as a part 
of the greatm’ Assamese community 
I Ahmed and Yasin 1997:146-47] 

I'his appanmtly ideal situation is bound 
to alter if the influx from Bangladesh 
continues unabated, thereby adversely 
affecting the delicate balance in Assame.se 
•society. 


Referring to the difference between the 
immigrant Muslims of the Brahmaputra 
valley and those ol the Barak valley on 
the matter of assimilation with the 
Assamese, Ahmed and Yasin make the 
following uhseivation: 

The immigrant Muslims, who have come 
to Assam at different phases of the present 
century from East Bengal (now known as 
Bangladesh) and .settled mostly in the 'char' 
(highland formed in nvei by deposit of 
silt) areas of l.ower As.sam, and the 
Muslims of the Barak valley share a 
common cultural and linguistic heritage 
But the distinctive leatuie ol the immigrant 
Muslims ut the Hiahmaputra valley is that, 
although their niotlier longue is Bengali, 
they would like to he identified as Na 
Asamiya ni nco-Assamesc In the early 
part ol the i 97Us, they declared thciaselvcs 
as Assamese at the time of census 
enumeration Iheir children study in 
A.ssamesc medium sihixils and they arc 
trying lo identify themselves os a part of 
the greatei Assamese society In other 
words, except loi the Muslims of the Barak 
valley, the Muslims of Assam considei 
themselves .is an inseparable component 
ot the Assamese society, and, thus, have 
been accomplishing a difficult task ot 
assimilation and identification with the 
socio-ciillur.il litcol Assam [Ahmcdand 
Yasin 1W7 144| 

This IS iiidccd an mtere.sting example ol 
aparticulat community orscctionot people 
trying to shed its distinctive lingui.stic- 
cullural heritage and adopt a totally 
ditfcreiil group identity: and that to<) by 
a largely political decision of declaring 
themselves us As.samcse But is the 
shedding ol the' earlier lingui.stic-cultural 
idenlityof ap.utieularc'ommunity of people 
possible in such a manner? And, more 
importantly, what would be the nature of 
tensions that would necessarily be 
generated in the process ot this 'amalga¬ 
mation', through a political deci.sion, of 
two very diHcrent and distinct socio- 
linguistic gioups? With the flow from 
Bangladesh continuing and more and more 
Bcngali-speaking migrants in the Brahma¬ 
putra valley opting to declare themselves 
as A.ssamcse, the assimilative power ol 
Assamese society, guided by the integrative 
Vaishnavisinol Sankardeva, would be put 
to severe lest in the decades to come 

IV 

New Equations 

The continued migration of Bengali 
speaking Muslims into Assam has created 
an identity crisis not only for the Assume.se 
Hindu but, interestingly, forthe A.ssaine.se 
Muslim as well Though in earlier populist 
agitations like the one for making Assamese 


the state language, the Assamese Muslims 
hud played a significant supportive rote, 
yet It was during the anti-fureigners sor 
of 1979 85 that they fell somewhat 
alicnaiod and insccute for the first time 
m the slate's post independence history. 
Nevertheless, laige sections ol Assamese 
Muslims actively participated in the anti- 
loictgnersstii and the All Assam Students' 
Union (AASII) was led at u very crucial 
period w hen almost all its top leaders were 
behind bars, by Nurul Hussain who was 
the AASII vice-president During the 
agitation, theie wcic also several instances 
when A.ssamc.sc Muslims joinal Assamese 
Hindu villagers in resisting attacks by 
immigrant Muslims Although the staled 
aim nt the movement was to drive out the 
foreign nationals - both Bengali Muslims 
and Bengali Hindus - from the region, yet 
(he communal flare-ups in dillcrenl parts 
ol the state made the Assainest' Muslims 
feel incicasingly insecure 
In .several distncis of the state, e.specially 
HI laiwcr Assam, iminigrant pockets com¬ 
prising both Hindus and Muslims were 
attacked and hundn'ds ot people killed. 
The nias.sat.rc at Nellie and the killings at 
Chaolkhowa Chapon where immigrant 
Muslims were the targets, aiktcd lo the 
growing se/ise ol disillusionenint among 
the Asamiya Muslims [Hussain 1991 ] 271 
Discussing this, Ahmed and Yusin wnte 
“The long As.sam movement halted, 
undoubtedly, lor the first lime ihc pro¬ 
cess ol Muslims' assimilation and then 
identity with the grealci Assamese 
society not only Ihc Bengali speaking 
immigrant Muslims wcie soft targets of 
assault, intimidation and haiassmcnt, the 
indigenous Muslims aiul even well -known 
personalities . were not spared humilia¬ 
tion Consequently, many ol the iimni- 
grantMuslims.whoin 1971 had idenlitied 
themselves with the Assamese society and 
language, expressed themselves openly, 
at a meeting at the llaji Musalirkhana 
atGuwahationtheeveof the 1991 Ci iisus. 
thetulililyol false pretensions ol assitnila- 
tivc gestures and their cilorts towards 
con.sohdatu)n ot their Assamese identity. 
While the vast majority ot the immigrant 
Muslims, who have already gone tar ahead 
of the process ot Assamisation adhered 
lo their decision ol 197! in rcspiTt ol thci: 
mother longue issue, an insignii leant 
minonty diddeclare Bengali as their mother 
longue at the time of the 1991 Census" 
[Ahmed and Yasin 1997; 148] 

The authors of the article raise some 
.signilicant points regarding the .status ot 
the Assamese ws-o-vm the immigrant 
Muslims III the following manner 
The Muslims of As.sam. being confronted 
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wiib the identity cnsis, are putting to 
themselve& a few but extremely important 
questions having iar-ivaching implications 
Unlike the Muslims ol northern India, the 
Muslims ot Assam have been trying to 
resolve their identity problem by actively 
participating in the stale politics Yet. they 
otten have to find an iinswcr to disturbing 
questions Who arc they"’ Aic those 
Muslims who are born and brought up in 
Assam and whose torelathcrs came to 
Assam in the 13th century, whose mother 
tongue ts Assamese whose cultural 
toundation has been shaped by the lolk 
tradition ol Assam, ri'ally Assamese oi 
Muslims or both’’ Aie the imniigiant 
Muslims who Uhi have act cplcxl Assamese 
as their mother longue and iccorded thus 
in 1971, whose childi en .iie taking educa¬ 
tion in Assaniese-niedium schinils in their 
ies|KCtivc aic.is, whose new gciieiatinn 
has produced a good numhcM ot Assamese 
poets, wtiteis and intelleduals, really 
As.s.imc.se. Bengali oi Muslims''Whcie do 
they stand '.Shall the\ declatt* themselves 
as Assamese and eonsidci (themselves] as 
a part of the mainstrc.im A.ssaincsc hut not 
accorded leeognition by the mainstream ' 
[Ahmed and Y.isin 1997.1481 
While laising these point.s. Ahmed and 
Yasin cone lude that because of the present 
situation in Assam, a large segment of the 
Muslim population is Iwing tempted to 
di.sown Its As.samesc cultural identity and 
adopt pan-Islamic positions 
It IS impoitant to note here that the 
Assamese Muslims, who have been .so 
much an integral pait ot the Assame.sc 
society and who used to have almost no 
social inleiaetion with the immigrant 
Bengali Muslims, ate today being faced 
with a crisis ol identity A community 
which has. through the ceiUuiies. I'ved 
harmoniously with the other communities 
within the broader tiamework ol the 
A.s.samcsc naiionaiity. is today being 
contionted by queslioiis regarding its ovi n 
identity The uthei segments ol the 
Assamese nationality never viewed the 
A.ssamese Muslim as .my sort of threat to 
their soeio-cultuial identity and the latter 
adjusted his identity problems to suit 
the former It is only when a particular 
minonty within a broader community ot 
nationality grows into a sizeable group 
that It becomes aware of its identity is.sues 
And that is exactly what seems to be 
happening to the Assamu.se Muslim 
community at the present luncturc Today 
It is arming 'o see itscll not only a.s a 
segment ol the broader Assamese 
nationality but also in i elation to the other 
Muslims of the state 
With mweand mote immigrant Muslims 
joining the Assamese mainstream, the 
social tti vide that mce existed between the 


indigenous Assamese Muslim and the one¬ 
time Bengali immigrant Muslim is hound 
to become thinner and thinner and a more 
cohesive Muslim identity will inevitably 
emerge Already the new generation of 
Assamese Muslim intellectuals is talking 
in terms ot proportional reservation of 
Muslims in jobs and services in the state. 
They arc nut talking only about the 
indigenous Assamese Muslims but about 
all Muslims in general This change has 
been clearly bmughl about by the alter¬ 
ations in the demographic pattern of 
Assamese society effected by the unabated 
ml lux ol Bengali-speaking Muslims who, 
in the course ol a tew years, seek and gain 
entryimothcAssame.seiold Inthcchanged 
situation, the Assame.se Muslim would 
obviously come into greater contact with 
his icligious brethren cksewhere and 
increasingly come under the pressures ot 
a bioadcr Muslim society In recent times, 
indigenous Assamese Muslims have 
leaded sensitively to immignuit Muslims 
being loosely called Bangladeshis and 
asscitions have been made about the 
Assamese bona fulcs oi those who have 
joined the A.ssamc.sc mainstream 
riie indigenous Assame.se Muslim is no 
longci )u.si avery small hut dcstincl segment 
ol the Assamese nationality: rather, with 
the ranksot the Assame.se Muslim swelling 
last because ol the integration into 
Assamese .stxiely ot large numbers ot 
immigrant Muslims or neo-As.samesc. the 
As.samc’se Muslim is hound to find hinisell 
in a more determining role, all the picsent 
doubts about his identity notwithstanding 
With the segment ot mimigrantMusliins 
m As.sumc.se .siK'icty registenng a sharp 
nse, lar-reaLhingcultureclianges are hound 
to follow the shill in the demographic 
balance. Unlike the Muslims of the earhei 
piTKxl who, lor a variety of reasons, got 
assimilated within the Assamese cultural 
trumework, thcsukstantiaily large Muslim 
population of texiay cannot he expected 
to accept Assamese cultural icons and 
in.siitutions so easily Fur instana*. the 
'riamghar' or the community place ot 
woi ship forms an i ntcgral part of Assamese 
society and is central to its .socio-culturai 
and religious litc Would the masjid be 
able to play an equally central role as the 
namghai in the emerging Assamese 
.society'' Hr.w far would the immigrant 
neo-As.same.se Muslims be able to integrate 
themselves with the Assamese nationality 
and what sort ot social tensions would 
such a process generate*^ How far would 
the cultural mots of Assamese liteaitnre 
and .society he affected by the assimilation 
process'' How tar would the adoption ol 
Assamc.se by the immigrants affect the 


spoken vanety of the language? Would the 
future of the Assamese nationality wid) a 
distinct socio-culturai base of its own be 
ensured only if the number of Assamese 
speakers recorded in the census figures 
remain more or less constant; or would 
other socio-economic factors also count? 
Can language be seen as the sole deter¬ 
mining ingredient of the culture of a 
particular community or natitmality? Or 
would A.ssamesc culture and society he 
ennehed by a new consciousness which 
would havcastrung Islamic content''These 
questions are bound to arise whenever 
assimilation of two culturally diverse 
gmups of people takes place because of 
histono-political factors 
Thus, the emergence of the new 
As.samese-spcaking and one-time Muslim 
immigrant from East Bengal (later East 
Pakistan and Bangladesh) as a major 
(.on.sttlucnl oi the A.s.same.se nationality is 
bound to bring about f ar-reaching changes 
III the culture and civilisation of the 
Aitsainesc people as a whole Certain 
historians have all kmi often found fault 
with thcoh.servationsof the census official, 
C' S Mullan, who, in his report ot 1931, 
had warned that it the iiitlux ol Bengali 
Muslims continued at .in unabated rate, 
then the tutun.' ot Assamese i ulture would 
be threatened much mote scnou.sly than 
It was dunng the Burmese invasions of the 
early part ol the I9ihcentiiiy Mullan was 
teferring to the gtim possibility ol one 
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particular conununity or nittionality being 
totally outnumbered by another through 
a demographic invasion; of the relatively 
small Assamese nationality being finally 
swamped by the larger and more versatile 
Bengali-speaking migrants from East 
Bengal. WhaiMulian had failed to visualise 
was that, in the subsequent hall-century 
following his census report, those very 
immigrants whom he considered to be a 
threat to the A.ssamcsc identity would, by 
taking a largely political decision of 
shedding their Bengali linguistic idenuty 
and accepting Assame,se as then mother 
tongue (though retaining their religo- 
cultural identity) hca>mc an integral part 
oi the Assamese community, thereby 
initiating a process of t ar-rcaching cultural 
changes allecting its very mots 

But, even while accepting the charge 
that Mulian’s observations wei e motivated 
by colonial considerations of driving a 
wedge between the indigenous population 
of Assam and the Muslim immigrants, yet 
the fact remains that, over the years, the 
Assame.M' Hindu as well as the plains 
tiibai communities are being gradually 
reduced lo a minority in several districts 
of the .state This is naturally being 
accompanied by a sub.stantial degree of 
land-alienation among the indigenous 
As.samese m favour of the immigrants. By 
all accounts, the rise in the Muslim 
population (overwhelmingly Bengali- 
.spoaking at the beginning) in Assam has 
been quite sharp, though certain .scholars 
have made consistent attempts to play 
down mimigration Hguies. 

The Muslim population in the Brahma¬ 
putra valley incrca.sed fmm a mere 9 pci 
cent in IKK I to 19 pei cent in 1931 and 
23 per cent in 1941 For instance, in the 
Hdipcia subdivision (later district), 
Muslims who were only 0 I per cent of 
the population in 1911 giew to 49 per cent 
m 1941 and 65 17 pci cent in 1991 The 
1991 Census Iigurcs show that while the 
Muslim populat ion of the country increased 
by 40 2 million or 65.47 per cent over that 
')f 1971, in Assam the increase has been 
77 42 per cent. The Muslims now form 
a majority in tlic districts of Dhubn (70 42 
fiei cent). Goalpaia (50 IK per cent). 
R!U|ieta (56.07 per crni) and Ilailakaiidi 
(55 18 per cent). If the curtent trend of 
inciease continues, then the disincls of 
Nowgong, MarigaonundKanmganj would 
also tk'come Muslim majority ones by the 
turn of the century The 1991 Census shows 
that during the pciiud 1971-91 the 
percentage ot Hindu population in As.sam 
fell Irom 72.51 per ce.nt in 1971 to 671.3 
percent in 1991. By contrast, the Muslim 
population of the slate increased from 


24.36 per cem in 1971 to 28.53 per cent 
in 1991. It is evident that infiltration from 
Bangladesh has contributed lar^ly to this 
increase in the Muslim population. 

This demographic change has nut only 
been reflected in the parliamcntaty politics 
of the state but also in the policies and 
positions ol the insurgent gtoup.s like the 
United Liberation Front of As-sam (ULFA) 
which have come out with documents 
addres,sed lo the ‘immigrant population ol 
East Bengal origin in Assam* wherein the 
c'ontnhulionsol the laltcrhavcbcen praised 
and they have bc*cii described as an im¬ 
portant segment ol the Assamese nation¬ 
ality fULFA 19921 In the same booklet 
the ULFA dismisses the All Assam 
Students' I inion-AII As.sam Gana Sangram 
Parishad led Assam movement on the 
foreigners issue as one based on populist 
emotion and calls u|ion the people of Assam 
lo fight lor their salvation along with the 
immigiants 

V 

Conclusion 

The quest for Assamese identity has 
indeed taken new and exciting turns. 
Whcicas, in the natural couisc of events. 
It would mainly have been the different 
plains tribal eoinmuniiies of the Brahma¬ 
putra v.illey (and may be a tew other tribes 
like the karhis and the dimasas as well) 
which vsould have finally integrated with 
the broader Assamese nationality, now it 
has been the once much-hated and mueh- 
feared ininiigrant Muslim who has 
succeeded in finding fur himself a berth 
within the Assamese nationality It seems 
to have been a quirk of history that 
Assamese ovei-zcalnusncss in protecting 
their language and linguistic identity 
eventually led to an imxlcntism which 
went a long way in alienating the tnhal 
communities while at the same time 
opening the doors for that very section of 
people against whom the Assamese have 
been agitating tor aImo.st a century now 
The Assanii-se seem to be still nounshing 
the illusion that the tnbal content of their 
society IS even :,)day very cenlial. The 
leality otherwise 

Notes 

(Thisariii leisaicviwd versionof apapii piesenled 
at a seminal on ‘Pynamics of Identity and 
Inlerginup Keliilions in Noitli-Easl India' held at 
the Indian Inviiioie of Advanced .Study. Sbimla, 
in Noveiiibei I‘>96 ) 

I Ahdiil Hamid Khan, better known as Maulnna 
Bhasam, w.-is bom in a poor pea-sani family of 
hast Bengal ric was involved in the khilaiat 
and non -cooperation movements anti finally 
emerged as a leader of the Muslim peavanLs 
ol East Bengal when: he oigamsed them lo 


fight the zomindais. .Soon he become influential 
among the Bengali Muslim immigrants in 
Assam and was elected a member of the Assam 
legislative asseinMy in 19.17 Bhasam led the 
immigrant Muslims in a movement against the 
line system in Assam and demanded that belts 
and blocks a*srrved lot the tnbaU be opened 
up lot ut.tu|Mliun As the president of the 
piovintial Muslim League. Hhasani had. with 
suppiMt fmm the Muslim League leaders of 
Bengal planned a senes ol marches m laiwer 
Assam in Febniary 1947 agamsi the line system 
but the move fis/lcd uiil when the possibility 
ot Assam being included in hast Pakistan 
receded After paniiiiin Bhas,.ni bccumc an 
important leader in East Pakistan and lalcr on 
played an iiiipoitani role in the sreatioii of 
Bangladesh 

2 .Saiyid Muhammad Saadulla heailrd five 
dilfcrent inmistiics in Assam dunng the period 
Apnl 1917 to Febiaury I94t> An Assamese 
Muslim. Saadulla is seen as being laigeiy 
responsible foi the large-scale entiy and 
settlement ol Muslim immigrants Imin East 
Bengal Injusi one year 1919-40, the Saadulla 
government settled Bengali Muslim immigranis 
on one lakh bighas of land in the lltohmapuira 
valley Saadulla joined the Muslim Lrague-in 
1917 and suppoited llu- grouping scheme umler 
the C'abinel Mission plan 
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Land Reforms and the Question of Food 

in Kerala 


Pulapre Balakmhnan 

This paper explores the idea that the decline of food grain pioduction in Kerala originated in the decline 
of agriculture following migration to the Gulf It is this event, it is argued, that ha,s stood in the hy/v of 
land reforms walking theni.\elve,\ oat camplctelv, a process that may be expected to take time The author 
also points out the imp!a alums of the consequent import dependence of food supply in the state. 


IN perhaps his best kiuiwn \sork on India 
Daniel liiornci had i.ikon as his subject 
ol invcstijration the uiiuiiun piospect in 
India as (oiecust in the mid-litUes Such 
an attempt cannot be a task loi the 
taintheancd simc lor ovci half a century 
by then poi capita toodgrain production 
had remained stagnant Whitehall acentury 
may not appeal an oveily long period toi 
those used to thinking in terms ot millennia. 
It must have appealed a heck ol a long 
time lor an American economic historian 
Hf'svevei. [)anicl riionicr's (oiicein loi 
the siagiiaiion ol Indian agiiculfuie can 
baldly he put down loany culturally diiven 
impatience W'llh Imlia's slow rale ol 
progiess I'lom Ins wiitings we are able 
to sense that this concern spiings *iom an 
apprccMlion ot the cciitial im|H<rtance ol 
Toodgrain pn idiic lion li > any sei ions project 
ol laising out of povetiv numK’rs as laigo 
as III India To Daniel riioinerlandieiorni 
was a laigc pait ol ihe solution even as 
he was nol oblivious lo the lole ol vested 
inteiesls in w.iienng down cvem Ihe most 
radical jiiojiosaK bailv on, commenting 
on the prosisioiis ol Ihe L!P /aiiimdan 
Abolition Acl which ielt plenty ol riHun 
lor the persisleiice ol iion-lilling absenice 
cultivators lie had noted llial The teal 
questions ai t.ssiie weie much latgei than 
that of ihe feelings ol parliculai castes oi 
sub castes in ceitain areas ol I ’P Foi no 
stale in India - n.il even Ihe teceni 
eomiiiunicl regime in Kerala ■ has passed 
a land lelomi or agiaiian relations aei 
requiring the culiivatois to till The lad 
IS that there is in India an age-old Icelmg 
that manual labour, phvsieal woik. is 
degiudmg In the villages theie is one 
sua* sign by which successful cultivators 
show that iheir economic condition is 
improving and that the v now wish lo laise 
liieii social standing tlic'y andthemeiiibeis 
ot then lamiltes. stop doing the field 
work ■'I'lliorner, l^bl 6| lailei 1 shall 
have occasion lo relei this obseivalion 
made to the 2'illi Intci national Congiess 
ol Oiu'ni.i'isis held in Moscow in I960 
Daniel riioinei il seems had a clc'ar idea 
of what l.ind retoiMis mean legislation 


which absolved the so-called cultivator 
Irom tilling did not quite add up to rcloim 
in his scheme ol thought This takes us 
to the idea most cicsscly associated with 
Thornei and to what has been seen as the 
role ot land reforms in general and in India 
in particular 

Fhoiner saw the agianan stiuetuie in 
India as unique, combining rc'mnants ol 
the pic British economic oidci which 
inc liicled above all a layered .sc*l ol i ights. 
including that ol the state, to draw income 
Ironi Ihe soil in the foim ol renis and the 
niodein western concept ol private 
piopeity He c laimed that this complex oT 
legal eci me>mic, and .social mlations.sci ved 
lo piccduee a built-in eflcct stilling 
.igiicullural growth, and this cl Teel he had 
lerined “Ihe depiessoi” .Stagnant 
ague uliuial production rcsti icted the home 
maiket loi the developing manulaeturing 
sectoi and thereby thcdcpawsoi cast a pall 
on the enliie Indian economy There seems 
to have been htt le doubt i n Thomei s mi nd 
that India's plans for economic 
clevelopnieni could not get very lar without 
a cc ineer ted e 11 ort to I emo ve I he depi essor. 
and land letoiins were the route 

Of eoiiise. even as Daniel Thoiner was 
piopouncling his view ol the constraints 
on Indian agricultural giowth the Indian 
state had adopted a certain position vis- 
a VIS land telorm A version ol this is 
piesented in tlie Third Five-Year Plan 
docunieni ftom which I quote “Lund 
letoiiii programmes which were given a 
place ol special significance both in the 
hist and Second Plan have two spccine 
objects The fiis' is to remove such 
impediments to inciea.se in agneultuial 
production as aiist' Irom the agianan 
stiueiure i .herited fiom the past Thi;. 
should help lo create condition.s toi 
evolving as speedily a.s possible an 
.igrieiiltural economy with high levels of 
efficiency and productivity 'Hie second 
object which is i loscly related to the Inst 
IS to eliminate all elements ol exploitation 
and SOI lal injustice within the agianan 
system, lo piovide .security foi the tillci 
of Ihe soil and assun- equality ot status 


and opportunity, to all sect ions ol the rural 
population” CThc Third Five-Year Plan, 
p 220) We sec that even as its imple¬ 
menting ami was weak the Indian state 
armed itself with reasoned ambition 

Finally, conlinumg with the question ol 
what was expected oul ol land reforms. 
I turn to an entiieiy different .segment ot 
opinion makers set in a diflenmt period 
A study on ngiarian reforms in des'eloping 
economies undei the auspices ol the 
International Labour Organisation m the 
eighties has tlie following to sav “.Some 
economists take Ihe view that the only 
val id c ri lei ion I or judgi ng agi nn<in lel oi ms 
is provided by Ihe imperatives ol mdus- 
tnalisutioii. I e, Ihc possible movemei.ls 
of tlie marketed surplus as a consequence 
ol agianan leloims At the other end ol 
the spectrum ot opinions ihcie are iho.se 
who insisi that Ihe w-eltare of agiieultural 
pioduceis should leceive priority over the 
imperative ot rapid industrialisation " 
Observing that the marketed surplus can 
mcieaseevcn in a situation of widespiead 
staivation the study concludes that “Foi 
buoyant growth, giowth ol marke'ed 
surplus, and lienee the growth oT the 
industiial sec tor must depend on ihegiowth 
ol agneultural output and not on growth 
ol deprivation By the same masoning, 
agneultuial giowth must he one of the 
basic objectives of any agranan reform 
programme, foi rapid industrialisation is 
a necessary condition foi developiiH'nt 
in the long run To view agraiian reform 
as piimarily a di.siributive mechanism is 
to Ignore the lessons ot history” (Ghosc 
19X0 12^1 

Fiom the views expressed here which 
comprise those ot an independent 
icsearcher, the Indian .state and an 
international development agency we see 
that foi ovei three decades dunng which 
these views were exprcs.sed there had 
existed a broad consensus on the likely 
consequences lor growth of land reforms 

Foi cIu.sc to IS years following the 
formation ol Kerala state in November 
1956 we have witnessed a range of 
initiatives pcnaining to the reform ol 
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agninan relations most ot this conforming 
to the widely used term land reforms. 
These initiatives have received wide 
attention not only in India but also 
internationally K N Kaj and Michael 
Tharakan (198.1 ^ 1 1 have provided a 
reason toi why this may have been so 
They observe that “.igranan relorm in 
Keiala ovet the last quartet ot a century 
IS generally believed lo have been more 
lai -reaching and cftcc tivc ihan elsewhere 
in India, though canted out within the 
same administiative and political liame- 
woik as in ihc rest ot ihc country” While 
the question ol what (‘xaclly the political 
leadership of the state had envisaged as 
the outcome when embarking upon the 
leloims lemaiiis. from the economist’s 
point ol view then- might be expected a 
ccitain inteiest tegarding the pci lormancc 
ol .igi icultural product ion in the state since 
land relorms 

I coniine attention here solely to the 
puuluLlionolrice Histoiicallvpulseshave 
not figuied much m Keiala's pioduction 
.structure as they do elsewhere m the 
countiy On the oihei hand, the output ot 
t.ipuKa which was not only historically a 
staple ol soils heie but was also widely 
cultivated, has more oi less hehavt'd akin 
to lice rile table piesonts the data on the 
iuea andoiiiputol iicepioduction in Keiala 
since 19*50 To start with I locus on the 
behavioui ol output Whilethete aie many 
iiiieii'stmg observations that mav he made 

I make only one By the agriculliiial year 
1990-07 the output ol iicc was lower than 

II was estimated lo have K'cn in 19‘)fv57 
However, it is not as il rice production m 
Keiala has dec imed steadily tioni the vety 
beginning ot this period Indeed the pci lod 
breaks down tiioie or less into two halts 
each • * a using and a declining ttetid in 
prodiiciion 'I he ycai ol the lutiiaiouiid m 
the lice econoniv may be put down to 
1974-7.‘5 wlicn acieage under rice peaks 
•Sine e 1 hat date tiie ti ajeeiory o I nee acreage 

III the stale is inexoiably downwards, and 
oulpcil tollow's w'lth a lag The key events 
assi ic lated with the mqilcinentalion ot land 
I el Ol ms I n Kei ala mav lx* put down l o span 
the* p«'riod 1950. the • laic ol ihe pass.ng 
o! Ihe Keiala Agiaiian Relations Bill and 
lanuaiy 1. 1970 die date as ol which 
iciianc y leg.illv ce.ised loexist in tlic state 
l.ssonlially. this inteiveiling period was 
the (X-casion ol the im'pk mentation piece¬ 
meal ot vai Kills land leloim legislations 
The sixties weic u peiiod ol continuous 
giowth ol output, and thisdynaniic appeal s 
to have earned ovei into the lii.st thud ol 
the seventies. While this dex-s not by ilsell 
establish a benign role tor land lelonns 
m the sub.s(X|uent liistory ot the growth ol 
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nee pioduction in Kerala - a history of 
unmitigated decline it does piovidc 
ica.son to believe that the pnncipul cause 
lor the outcome needs be sought else- 
wheie Indeed, 1 shall atgiic that such an 
explanation can he piovided. and proceed 
to do so 

You may nutic e that I do not present data 
on the behaviour ot nee yield Actually 
yields have giowii moie or less without 
lalteiing right through the lour decades 
since 195fi llowevei. | do not consider 
mcieasing vielcl inthecontcxtol dec-lining 
production, and veis likely employment, 
a sigiiilic.int achievement at all In any 
c-a.se-. I find' that the increase m yield over 
Ihc 25 ye.iis starting tioin the agricultural 
yeai 19? | - 72 w as only matgmally higher 
than the iik ic-uso in yield ovei the 1.5-ycai 
penod ending 1970-71 So while there 
might even lx- a pnma I ac le eiLse lor atgui ng 
that land reloims have coninbuied lo a 
decline m agricultuial production thuie is 
not even il pinna laeiecaseiorthcse having 
coninbuied to any incu'ast* in yield Hu 
the remainilei ot my lei-ture I do not discuss 
yields 

rite expelleiice with nee produclioii in 
Kerala is e.isiK seem as the outcome ol 
developineiiis in a small (ipen economy 
While openness as an idea is easily iindei - 
sIoihI Ihc- ic-lc-iencc lo si/e ts in Ihe sensc- 
m whic 11 II IS ir.ed m tiadc theoiv wheiehy 
the couni'v’s external terms ol trade aie 
gi V eii so ili.ii Its producers aie price takci <> 

I conside; Hie lallei a point worth stressing 
in the context ol Kerala ix(ually. while 
ope iiiiess may be easily undcrsltiod as a 
conce-pi iiN implications in dcteiniining 
Ihe liajc-eioiv ol Kerala's economy has 
mostly been overhxiked Tliis has led on 
the one level lo a locus on the wiong 
vunable aiul on ihe otliei encouraged Ihe 
he-lic'l I'lal die pohc-y-makei ll.l^ been m 
contiol 

lilt-dechiK- ol I-uid pioduetioii in Keiala 
may be seen as similar to the case ol a 
liadetl goods secioi in a small ufK n eco¬ 
nomy being coiisincied by a bexim elve 
where in Ihe economv Rulciied lo .is the. 


‘Dutch disea.se'. so called to describe the 
decline ol manulacturing in the Nether¬ 
lands alter natural gas was discovered 
thcic. this pheiutmencm has now c-ome lo 
be recognised os a distinci ease in open 
economy macni-economics with a si/eable 
litcialure devoted lo il .Since I considei 
this a worthwhile line ot enquiiy I spend 
some time on expositing the theme, and 
subsequently presenting a model due ‘to 
Max Cordell and Peter Ncary 1 1982) 

The Dutch cli.sease. a phi-iiomenon 
common to the developed and the 
developing economies, essentially relcts 
lo the co-c-xisienci-. within the traded goods 
sector ot booming and lagging, or 
progicxsing and dec lining, sub-sectois In 
many cases, the booming sectoi has been 
ol ail exiiaciive kind - such us niiner.als 
in Australia, naliii ul gas in the Nethei lands 
and North .Sea oil m ihe I'nitc-d Kingdom 

and the sectoi ihatisplacc-duiidei piessun- 
is the tiadilional manufacturing scs-ioi 
i-oi this leason the lesulling condition has 
bc'cn releiied to as de industii.ilisalioii 
t lowevei, the .sequcnc e ol ev enis is genenc 
and are applicable to situations where the 
biHitning sector is not extiaciive such us 
the displacement ol oldei industry hy 
technologically moie .idv.uicc-d ones and 
even lo the c ase ol a boom that is oec un mg 
ollshoic so to speak Indeed the icsulls 
tioni the aiialysi-. >>t ilu- Diilih di.sease 
may bt- protiiably applied to Ihe study ol 
theellecisol booms aiising Irom a vanety 
ot exogenous sh(H;ks in a small open 
economy To lun ahead a little, it is the.se 
laller vases that aie paiiiculaily ic-levanl 
lo Keiala 

All analysis of the Dutch disease best 
pi cH eeds by a decomposi I n in o 11 he e 11 Cl I s 
ot a boom on the iuiiciiotui disliihution 
ol imome and the sia- and piotitabilUv 
ol Ihe manutaclurmg scc-loi Considet a 
sm.ill open economv pioduemg iwu 
gmids traded ai exogc-nously given woild 
prices .iiid .i third non li.idcd good thc- 
pfice ol vvhic h adpiMs lo i leai die market 
l.abel the two tradc-d goods ciu-igv' and 
'inanulacluies' and the mm iiaded gixid 
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‘services’ even (hough a range of pos- 
sibihties exists Equally, while there may 
be many sources of a boom in (he traded 
good sector consider the specific case of 
a one-shot ilicks-neutral improvement in 
technology The model is made to work 
by recognising two cliecls oi the boom, 
namely the resource nurvemeni ctlecl and 
the jr/M'/idmjeef feel TIicboom in the energy 
sectoi leads first of all to an increase in 
the niaiginal productsot the mobile factors 
employed there Thisdiaws resources fiom 
other sectors This in turn gives rise lo 
adjustments in the rest of the eionomy 
It IS this drawing of rcscHirtes into the vv, 
booming sector (hat is deset ibed as (he 
resource movement effect If the booming w« 

sector uses relatively few resources that 
can be drawn from elsewhere in the 
economy this ef feci must naturally be small 
and the main impact of the boom must be 
due to the spending effect. Within this 
model the spending effect works via the 
higher real income resulting from the boom 
leading to extia spending on services 
raising their pticc and leading to further 
adju.stments Naturally, the impact of the 
spending effect depends upon the marginal 
propensity to consume services. Note that 
while some of the spending from inert'ased 
real income would automatically fall on 
the traded goods also, notably manu¬ 
factures. in this model then price cannot 
rise since these arc set in world markets 
111 IS has a major i mpaci on the rc-alignmcnt 
of production in the economy. 

(a) The pre hoom equilibrium 

Figuics I and 2 depict the effects of the 
boom on Ihe laboui market and the 
commodity matket. respectively. In the 
foimcr the wage rate (in terms of inanu- 
factuics) IS measured on the veitical axis 
and the a'onomy's total laboui supply is 
given by the horizontal axis 0 ., 0 j 
Employment in .services is nica.suted by 
(he distance from Oj; while the distance 
fnim O.J measures employment in the two 
traded goods scetdrs together It isassunied 
that the demand for labour in each sector 
IS a dceicasitig fumtion of the wage rate 
relative to Ihe priceof that sector’s output 
Thus I.^ IS the laboui demand schedule 
for the niamitaciunng sector and by 
laterallv adding to this the labour demand 
schedule for the encigy sector we obtain 
L]- the prc-bcKim labour demand schedule 
forthc entire traded goods sector Similarly 
1.3 IS the labour demand schedule tor 
services drawn for a given price <'f services 
Pre-boom equilibrium is at point A where 
the I ^ intersects with Lj; yielding an initial 
w age rate of W,, Fsgun: 1 , however, cannot 
by it.self piovide a -.'ompiete story Note 


that (he location of the schedule depends 
upon the initial price of services and this, 
unlike the price of the traded goods, is not 
exogenous but determined as part of the 
complete general cqiiilibnum of the model 

'llie determination of the initial cquili- 
hiium puce of .services may be illustiatcd 
via the Salter diagram with traded goods 
on the vcdical axis and services on Ihe 
honzontal one Fixed terms of trade allow 
the aggregation of manufacturing and 
energy into a single Hicksian compcxsite 
traded good The pre-boom pioduction 
possibility curve is 7'S. If indiffeiencc 
curves may he u.sed ti > summanse aggregate 
demand in the economy the initial 
equilibrium is at point A and the price of 
services is given by the slope of Ihe 
coinnum tangent to the two curves at this 
point 

(b) Effects of ihe boom on outputs 

Considei (he occunence of a boom in 
the form of Hick'-neutral technical 
progress in the energy sector. To highlight 
Ihe two distinct effects of the boom 
described catlicr we analyse their 
consequen es separately and in turn. 
Fuither, in the case oi the resource 
movement effect we conduct Ihe analysis 
in tix o stages. First, the relative pnee of 
services is held constant, and then it is 
allowed to vary to clear the market In 
terms of the two diagrams here, at the first 
.stage, (he labour demand si hedulc in 

Figure I and the price ratio in Figure 2 
arc held constant. 


Beginning with the ic.souice movement 
effect, the labour demand in the energy 
sector incmascs Note that the effect of th«* 
technological progress is to increase 
piofitability at a given wage rate akin to 
an increa.se in the pnee of energy Now. 
in Figure 1. the composite labour demand 
schedule Lp shifts out to L j yielding the 
new equilihnum B This has as.sociatcd 
with It a higher wage rate and lower 
employment in both the services and the 
manufaciunng sectors Concentrating on 
the inaiiutactunng sectoi, we note that 
with employment having fallen from CkpM 
to 0.pM' the I csource movement effect has 
given nsc lo direct dc-industnalisation 
Turning to Figure 2, the boom rai.scs the 
economy's maximum output of traded 
good but not that of services The 
production possibility curve shifts out 
asymmctncally to TS, with OT repre¬ 
senting the new maximum in the traded 
goods sector The resource movement 
effect may be represented by a movement 
oi production from a to b The point b lies 
to the left of the point a since the .shifting 
out of labour causes a decline in output 
in the services sector 
Since we arc isolating the resource 
movement el feet* we assume that the 
income elasticity of demand for services 
IS zero Ignoring the spending effect. This 
assumption implies an income con¬ 
sumption curve that is vertical through a, 
intersecting the production possibility 
curve at j. We note that at the ongimd 
relative pnee there is excess demand for 
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services The relative pnee now increases 
switching demand away from the good 
and dampening, hut not icvcrsing. the fall 
in the output of services The cquilibnum 
point must he somewhere between b and 
jonTS’ implying that the output of services 
IS leduccd due to the resource movement 
effect 

Turn now toconsidcrthespcndingeffect 
on Its own To isolate the icsourcc 
movement effect assume that the booming 
sector, energy uses no labour This 
translates into the co inciding of curves 
and in Figure I and no effect of 
the boom may be discerned here at the 
original relative price In Figure 2 the 
boom displaces the pnxiuction possihiliiy 
curve vertically upwaid with point b now 
lying directly above point a Provided that 
services are a normal good i n the aggregate, 
at the original relative price the demand 
may be expected to gniw along an income 
consumption curve such as on implying 
point c as indicative of demand Once 
again, given the original relative price, 
there is excess demand for services and 
the price of services increases. In the new 
equilibrium, which must lie somewhere 
between j and c, the output of services is 
higher when compared to the onginal 
situation. 

We see that while both the resource 
movement effect and the spending effects 
on their own cause an inciea.se in the 
relative price of set vices, their impact or 
the outputof services is asymmetncal. The 
former tends to reduce output while the 
latter t^s to raise it, and there is no 


S Services 

presumption as to which will dominate. 

The entire point of this exercise, as far 
as my pn'sent concerns go, is to bring out 
that while there may be .some ambiguity 
regarding output tesponse in the services 
sector there is none of this whatsoever in 
the case of the manufacturing sector We 
can sec this from Figure 1 directly. 
Allowing iorthc rise in the pnceof services 
the labour demand .schedule for that 
sector must shift outwards At the new 
cquilibnum G we find the wage rale still 
higher at W, and the employment in 
manuf actui ing still lower at OjM" At the 
end of the analysis we see that the boom 
gives ri.se (o direct dc-industnalisation 
reflected in the lowering of output from 
0 .pM to OjM' and indirect de-indus- 
tnalisation reflected in the further loweniig 
of output from Ot-M' to Gj-M" The ftHmcr 
IS caused by die lesource movement effect 
alone v hilc the latter is caused by the rise 
in the pnee of services resulting from a 
lowci output due to the re.source movement 
effect and the higher demand from the 
spending effect Since the manufactunng 
sector's employment unambiguously 
falls Ihc same must be true of output within 
that sector 

(c) EJfects of the boom onfactor incomes 

Wc start with a consideration of the 
effect of the b,x>m on the real wage. The 
resource mivcment effect taken on its 
own leads to a decline in output in the 
services sector. This must be as.sociated 
with a rise in the wage measured in terms 
of serv<cc.s From Figure 1 wc see that the 


same effect raises the wage in temis of 
traded goods. Thus Ihc real wage - which 
takes into account the prices of all goods 
consumed by the workers - must rise due 
to the resource movement effect. Now 
turn to the spending elfcet. On its own'k 
leads to a tall in the wage measured in 
terms of services since the output of 
services has increased. On the other hand 
the wage in terms ol tijded grxids rises 
because of the spending effect All told, 
and combining the two effects, therefore, 
the effect of the hcKini on the leal wage 
IS uncertain However, it is easy to see that 
a fall in the real wage is more likely die 
stronger is the spending effect relative to 
the resource movement ettecl and the 
greater the share of services in the wage 
basket 

The changes in the returns to the specific 
factois in the three sectors may be 
interpreted as measures of the impact of 
the boom on the prof liability ot each sector. 

1 ABU. Kiel. Acrfaui and OumT 

Year Area Output 

(1000 Hectares) (1000 Tonnes) 


9S6-S7 

762 0 

887 2 

9^7-58 

766 8 

925 5 

958-59 

768 4 

954 4 

9.S9-60 

769 0 

10180 

9(i(l-6I 

779 0 

1068 0 

961-07 

7510 

1004 0 

962-61 

80.10 

109.1 2 

96.1 64 

805 1 

11280 

964-6.5 

KOI 1 

1121 4 

965-66 

802.1 

997 5 

966-67 

779 4 

1084 1 

967-68 

809 5 

1124 0 

968-69 

8719 

I2S1 4 

969-70 

874 1 

1226 4 

970-71 

87.5 0 

1292 0 

971-72 

875 2 

1151 7 

972-7.1 

874 0 

1176 4 

971-74 

874 7 

I2S7 7 

974 75 

881 5 

111.10 

975-76 

876 0 

1.111 2 

976-77 

854 4 

12.54 0 

1977-78 

840 4 

12916 

978-79 

799 2 

1272 7 

979 SO 

79.1 1 

1299 7 

1980-81 

801 7 

12720 

1981-82 

807 0 

1339 9 

1982-81 

798 0 

1308 0 

983-84 

740 1 

1207 9 

984-85 

7.10 4 

125.5 9 

985-86 

678 1 

1171 1 

986-87 

661 1 

11 .18 

987-88 

604 1 

10126 

988-89 

577 6 

10021 

989-90 

5814 

1141 2 

990-91 

559 5 

1086 6 

991-92 

541 1 

10604 

992-9.1 

.537 6 

1084 9 

991-94 

.507 8 

1(8)14 

994-95 

.5011 

975 1 

995-96 

471 2 

953 0 

996-97 

4.110 

«71 0 


Souk e Kerala State Planning Board 
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To keep things focused wc may confine 
ourselves to the nianiifactuiing sector It 
IS deal that pmtitahility in the manu- 
tacuinng sector must unambiguously fail 
ht'causc ot the use in the wage relative 
to the pnee of traded goods brought about 
due to both the resource movement and 
the spending effects 

Wc are now in a position to summarise 
the essential results of the litoratuie on the 
Dutch disease as they pertain to the 
manufacturing sectoi When do -mdusina 
lisalion IS defined as a fall m output and 
employment in manuf.ictuiing iheie must 
he de-industnaiisation in tins model 
provided there is any spending < u resource 
movement etleLl Pnditahility iii manu¬ 
facturing must tall when measuied m terms 
ot traded goods and. when there is a rise 
in the pme ot seivKes, even more when 
measured in tcimsot sei vii es Purthenmne 
the balance ol trade m munutaciuring must 
dctCMoiate since domestic spending 
incteases tso long as inanulaetuies are a 
notinul goixl )due toihi' boom u hilc output 
in this sector has lallen 

Thus fat in the analysis only labour has 
been eonsideied to he mohile Once we 
allow for the inohility oi capital across 
sectors- dcpcMulmg upon the relative laclot 
mlenstlies ot the traded and non-lraded 
giHids - seveial alieinaiive outcomes are 
possible me hiding so-I ailed pio-indusliia- 
lisalion or the expansion ol the maiiu- 
lactuiing sector I do noi pursue this line 
ot analysis heeause I do not lind capil il 
mobility paitic'ilailv lelevant to the con¬ 
text Instead I now propose an explana¬ 
tion ol the decline iii iicc procluclion m 
Kerala 

llie standard s ersioii ot the I )utc li disease 
has concentrated on the c ase ol a booming 
natural rc'source seeioi exeitmg a squeeze 
on the manufacturing sectoi the boom 
itsell having been caused by a tiesh 
discovery ot die gimd or teclinologicai 
piogiess in the production ot it However, 
as I have alteady indicated, the formal 
.siructuic ot the model is eomsistcnl with 
many ultemalive inlei prcialions concern¬ 
ing both the stiuelute 111 the economy and 
the souice ot the tuMim This I exploit to 
piovidc an explanation of the decline <<t 
ague ulture in general and tood production 
particularly in Kciala 

The decline ot rice pioduclion in Kerala 
since the early seventies may easily he 
explained within the tiamc-work ot open 
economy macro models developed to 
account tor the Dutch disease Within the 
specific version that we have just looked 
at this only requires that 'manufacturing' 
is replaced by 'agrieulture' and that the 
bcHmi in the domc.siic energy sector hc‘ 


1276 


replaced by a boom offshore. In the very 
same Figure I then the labour demand for 
the energy sectoi may be replaced by 
demand loi domestic labour to scivicc this 
offshore boom, you may call it labour 
exputls Indeed the specific reality ot 
Kciala was that starting the early seventies 
ihcte has been an cxpan.sion in the demand 
lor migrant laboui following the rise in 
real income in the Arabian Gulf region 
being the bounty of the fourfold hike in 
oil prices in IV7.t So it has even been an 
energy .sector that has boomed, though not 
the dome.stK' one I find this application 
ot the standard model quite peisua.sivc 
Neither the assumption of f ull employ mctil 
equilibrium in the ongmal version not the 
leature ol a single economywide wage 
rule need lead to our baulking at its use 
Theloleol full cmiployment in thconginai 
model IS i(> ensure that the lesourcc 
movc.nent el led always bites in that every 
outtlowol lahoui tromahiieot produt lion 
Ol sector in the language of the miKlel 
leads loa decline in output 'Ilic obsei vation 
in an economy oi unemployment per se 
does not guarantee Ihe tree flow of labour 
between lines ol prcxluetion within an 
economy It the tiubris that allows lor the 
appeal to Ihe idea that 'nature abhors a 
vac uuni' IS icKilhardy in the context ot the 
industrial economies we ignore the highly 
segnamied lahoui markets ol traditional 
agricultural labour markets only at our 
own peril In particular. I refer to a long¬ 
term feature ol the labour market in Kerala, 
picvaicnt in'o the seventies, that not all 
occupational boundaries disappeared last 
enough as wages alteied Thus any out- 
llow ot labour traditionally engaged m 
agriculture does not necessarily lead to 
tins being tilled by lahoui inflow from 
among the unemployed within Ihe 
ecoiioinv 

Coming to wages, it is not necessary to 
insist on interpieling the model as 
ptecliciing a wage latc common to all 
sectoi sol the economy and therefore being 
irielevani lot a situation with maikct 
scgmcniation Where historic wage 
lelal'vines lend to he prc.servcd Ihe change 
in Ihe wage late within the model may be 
seen as indicating, correctly, the direction 
ol change ''t the entire wage strucluic 

I'lnally, while Ihe standard mcxlci ot the 
Dutch disea.se is a static general equilibrium 
model with all its limitations when used 
to analy.se developments occurring m an 
economy ovei a 2.'>-year pcricxl it docs 
.score I n providing an economy-wide angle 
with certain distinct advantages which I 
shall lelurn to Howevet, the moders 
alleged .stiengths are its weakness tex) It 
IS economcstic so to speak and has no room 


for sociological factors which can be as 
important For instance we cannot escape 
from a .serious consideration of traditional 
social attitudes towards manual labour 
reterred Ui by Daniel Thomcr which alone 
can account for the decline in the once 
.steady supply ol female agricultural labour 
so vital to the cultivation of paddy 
However, even here the primary rote is 
that of the boom and this is captuied 
suiticienily well by the model. 

Two pieces of evidence with re.spect to 
the evolution of Kerala's ncc economy 
give me reason to believe in the validity 
of the explanation that I have pmposed, 
this explanation, let me cmphasi.se, being 
that the origin ot the agricultural decline 
lies III the exit of labour from the sector 
The first ol these is that area under culti 
valion peaks in the veiy first ycai aftci the 
quadruplingof the pnccol oil m the winter 
ol I ‘»73 It has not escaped my attention 
though that this is allogethei too neat' 
Theietore, 1 prefer to highlight the .second 
piece ot cv idenco that 1 refer to, that Ihe 
bcliavioiit ol real wages - ol male and 
female agricultural workeis - and the 
output ot padily in Kerala since 197.1 is 
in line with the piediciions m the model 
of the Duichdisea.se That is. the teal wage 
has risen as the output has lallen Tins 
would not have been woith mentioning lot 
even a nionH'iit if the very .same iclationship 
had not puzzled sonic earlier rcseaiehers 
Thus in the well known compilation oi a 
real wage senes lor agricultural workers 
by A V Jose the author remarks on the 
egregious behaviour ot these vaiiahles in 
Keiala which singles it mil horn the lesl 
ol the country In mo.si ol the Mates o( 
India agricultural production and leal 
wages weic lound to have moved together 
However, it was found that in Kerala the 
real wages of male and Icmalc agricultural 
labour have increased while agncultural 
production lias declined Since Jose's study 
IS largely empirical in its appniach it is 
not clear fnnn what perspective tlie surprise 
need he expres.sed However, 1 might make 
one comnicnt even as I pass Tltis is that 
from Jose's data / am now surprised to 
find that the extent oi increase in the real 
wage formate agncultural workers over the 
period 1971-198.^ is actually lower than 
the extent ot its increase over 1 956-7 1 Of 
course, I am surprised only to the extent 
that this goes against the requirements ol 
an explanation based on a faster growth 
of wages However, while it may pose 
.some problems to those who attempt to 
explain the decline of production in lcrm.s 
of high wages it puses no particular 
problems to the explanation of the same 
phenomenon as a case of t he Dutch disease 
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For in that story the wage is endogenous, 
ergo It can have no explanatory power per 
sc A pointer from the model is that the 
wage rale is determined by economy wide 
(actors, something that is missed when the 
tiK'us IS on the relation between wages and 
employment in the agricultural sector 
alone. Studies in the lattci mode exist o1 
eoui se and I outmely chum to have provided 
an explanation ol declining production by 
pointing out that real wage gniwth has 
exceeded the growth ol yield (a pioxy tot 
labourproductivity when fixedpiopoitions 
are assumed in the technology) Observe 
that this cannot by itscll he considered an 
explanation At be.st, il only .succced.s in 
pointing out that the lela'ionship between 
output and some key vaiiables is in line 
with u vci.sion ot (he neo-classical model 
oi profit maximisation By contiast, an 
upplicution ot the model ot the Dutch 
disease does succeed m pioviding an 
account ot the origins ol the decline of 
agiieuliuie in Reiala and m piedicimg 
actuiaiely some ol the subsequent 
.sequences In conclusion. I wish to add 
the luveiit that the real wage data ol AV 
Jose, upon which many commentators 
niiludmg I have relied is m terms oi a 
basket ot commodities while nio.st 
Iheoieiical explanations oi the tiajecloiy 
ot output ate based on the piixluct wage 
Perhaps some young giaduate student m 
(his audience wouhl be sufficiently 
enthused to cheek whethei that which has 
been claimed toi the hcliavioui ol wage 
lales in teinis i>t a basket ol conimiHlities 
also holds tor die wane late in lerms ot 
the price ol paddy, the so-called pioduci 
wage 

I presume that 1 have been able to make 
a reasonable case toi the view that the 
decline ot iice pioduciion in Kerala has 
little to do with the land leiorms (hat have 
pieeededit 1 haveaigucd that it has instead 
to do with the flight ol labout liom this 
sector consequent upon the hiKim m the 
Aiabian Gulf However, I am yet to get 
rid ot two potential arguments that link 
land rclomis with the decline Both these 
are ol a mould which suggests that the 
natum ot land tclorms m Kerala and the 
inaiiiicrot then implcinentution may have 
created the pre-conditions lor migration 

It may be argued that one of the con¬ 
sequences of land lefoims in Kciala is to 
liave created a laboui market wherc one 
did not exist While to those (amiliai with 
the situation this would be ol no suqirise, 
t he creation due to land relornisol a labout 
mat kcl IS not an obvious con.scquencc and 
I he very picssibility needs to be explained 
What I refer to is the destruction ol an 
■nstitutionpceuhai to Kerala, an institution 


which, curiously, is best recognised in 
terms of the nomenclature of the rights 
aceotded to one set ol participants. 1 refer 
to the arrangement whereby families were 
permitted to set up a ‘kudil’ or hutment 
on landed piopeny upon the understanding 
that they participated m the agncuUural 
activity of file ‘janmi’ and even of his or 
hci 'kudiyaan' in retuin lot the right to 
habitation This institution is to be .seen 
as a timeless aiiangcment central to 
leudalisin m Keiala. and its principal 
role was to ensuie a supply ot labour In 
the context ol agiieultural production, 
especially where conimcreiaiisation was 
less than complete, the guarantee of labour 
supply was ol fai gicater importance to 
the lunctiomng ol the system than the fact 
that It was elieap an observation which 
has been made even as it is of dubious 
sigmticance while rclemng to a situation 
wheft* a Idhoui market did not exist, which 
mtutnrendersconipaiison with the market 
wage eniHcIy hypoihuiical I dtgre.ss here 
to stale that in poihaps (he only case ot 
a somewhat hasty ovei-generalisation that 
I encounimed in Tliomci's work was his 
view, based on some work on Rajasthan 
hy Luropcan histonans, that feudalism as 
a categoiy cIih-s not apply to India For 
Kt'iula w hcielhistcmi ha,scntercdcomnK>n 
pai lance when speaking oi the pa.st and 
where the claim has even been made ol 
the cvidein c ol agrestic .slavery this seems 
paiticulary oM the inaik Be that as it may, 
though, Thomer's comment that it may be 
unsound io conceive ot agrarian India m 
leims ol an evolutionary .sequence from 
Icudalism lo capitalism to .scKialtsm has 
not only piovcd lo be prcsceiU. it evokes 
oui aJmiiation in dial it was made asearly 
as 1%() We were still ovei a decade away 
lioni the lull dowering ot the 'mcxlc oi 
production' debate in India' 

In a provision unique lo the Icgislaliuii 
in Kerala land iclorms here left the 
nienibc'is ol each hutment entitled to ten 
cents ol land surrounding the kudil on 
gioundsol kudikidappu' ‘avakasam' Tliis 
had the iinmedialc effect ot alienating the 
bcnelicMiy tiom the existing labouring 
anangement. leaving him and his lamily 
tree agent.s so to speak It is m this sense 
that we may speak ol land relornis having 
ciealcd a labout market where it did not 
exist hitheilo However, by the seventies 
this airangement is likely lo have been 
largely contincd to die crsiwhiie Malabar 
DistncI while the decline in nee prixluction 
has been pretty much unifoimly spread 
acioss the slate As loi migration to the 
Gull the districts recording die largest 
migradon are Malappuram, Thnssur and 
Thiruvananlhapuram 


Thesecondof the two aigumenui linking 
land reforms to the decline of agriculture 
III Keiala is perhaps a more roundabout 
one II might be initiated by as.serting that 
the very laclol migration from agnculture 
lets us miei that land rclnrms had not 
succeeded m vesting ownership of land 
m the bands (.t the tiller, succeeding only 
in transleiimg it to the intermediary If 
cstablishc*d. this would be a serious 
indictment ot a pn igraniine led hy a political 
parly committed to the ending ol land¬ 
lordism However, this woulci vcl leave . 
thcargiimcnttodcalwiththeccnuitc'ilactual ^ ^ 
ol how tillcis ol the sen I had they been 
beneficiaries ol land lelonns would have 
responded to an meica.se. in this iii.stance 
quite phenomenal, in the cx-taim wage 
rate There is ol course no leasoii 
what.soever to presume that the peasanlry 
- being u.sc‘d hete without the slightest 
normative as.sociaiions given lo this term 
hy both the Marxistsand the Ghayanovians. 
but only in the descriptive sense meaning 
household produc ers would not shift oui 
ot agriculluie as ex larm wages and the 
piohahiltly ot finding empiciyinent 
ineieascs This was indeed the presumption 
undeilying ihc standard problemniatic in 
the conventional loiinalisationot dualism 
and the issocijiod phenomenon ot 
migiation out ol (he family larm To 
recognise that ncU even the peasant 
household is impervious to a using ofl- 
larm income oppoiuinity alcris us lo the 
lolly ol accounting for ihe decline oi 
agriculture in Kerala by focusing on inlra 
laiin vaiiahics I have alieudy lefened lo 
studies (hat point out Ihe differential rales 
of gtowth ot ical wages and pnKluctiviiy 
as the factor accounting toi the phono 
menon It is easy lo see, at least by now, 

(hat this line ol lensonmg leaves out 
altogethertheoppoiiunity cosi ot engaging 
m agricultiiie Fm it is not only the 
hypothelical peasant of our lonsideiatmn 
hut also culliv.iiors using hired lahoui who 
could he motivated by a higher alteinative 
rate ol reiurn Indeed tor many an ago- 
cultunst m Kertila this has not even required 
migration, toi the conventional multiplici 
eticct has bioughi the oflshore bcuim lo 
Ihetr doorstep Uie price ol land has been 
bid up. partly also by spec ulation to levels 
lar exceeding the capitalised value ol 
ground rent Tlie paddy tield had become 
real estate 

In the piototype model ol ilie Diiich 
disca.se pie.scnted here the spending c f ten , 
o! the boom is on 'seivices' Note that the 
charaetcrtstics o| the good aie not ^ 
particularly iclevant here fhe idea meant 
«o be coiiveycd is that ol a giHHl ihc price, 
o' which IS .set on the domestic as oppo.sed ^ 
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to the world market, and the price of which 
vanes according to mtirket condtlions. It 
IS easy to identify the segment of the 
Kerala economy whic li has Ixieii the focus 
ol the spending boom, itself identified as 
the second round effect in the moilel of 
the Dutch disease In Kerala the fin us ol 
the spending boom with the most 
immediate impact on the economy has 
been construction 

With rcicrcncc to the dec line ol the 
agncultural .seetoi in Kerala one role ol 
heightened construction actisity has Iktii 
to alienate hitherto agiieultuial land, a 
type ol rcsource-inosemcnl ellect that 
cannot he captiiied eiihei hy locusing on 
Ihceffcctol thehoomon the laboui niaiket 
as I have here in Figuie I ui hy Im using 
on pioducer ev|uilihriuin within the 
iramcwoik ol the neo-eiassical thcoiy ol 
the Inin as has been done by some 
reseauhers. Thus migration out ol the 
state and the comhined loss ol land and 
labour to the non agricultural sector have 
acted as a pin^ei nunement on Kciala's 
agiieulture. starving it ol resouices 
Nt'cdicss to say. of the two the latter 
movement has been lar less important 
Nevertheless, these two together explain 
sutticiently well the acreage and output 
tremds with res|iecl to paddy cultivation 
piesented cailicr on by me 

Having put Until my afgunient. 1 am 
encouiaged to lind inysell in the res|icvl- 
able company ol the piesideiit of the 
Jaiiadipathva .Samukshana .Saniiti 
Speaking recently ncai Mavelikara. where 
she had stoutly detended the lights ol 
Malayali laiineis to glow exactly what 
they pleased. Gow rianima had alsociio.sen 
topr.ivide ancxplanation lot why taimeis 
did not grow paddy She is leported* to 
have argued that this w as due to tlie shoi tage 
of lahoui Clearly, the laily has a model 
up her sleeve' 

I now turn to the consequence for the 
Keiala economy of a declining priKluction 
ol nee 'fhis is relalivciy easy to see 
Obviously, the increasing shoitfall in 
requiieinent is now being met by inflow 
into the state from the rest of India As 
would he expected this has been Iroin two 
sources, pri vate suppliers and the so-c alled 
central piHil ol grain maintained by the 
governineiit of india In a marked dif- 
feience Imm the situation in most of the 
ma|or states of the uni< m a substantial psirt 
ol the inflow into Kerala is made up hy 
the latter .source of supply 

What .sort of figure may we reasonably 
place on the first source, supply by the 
national market"' Abovg all, why do wc 
need to know thi.s? it has long been 
customary for the government of India to 


publish the statistic ‘public distribution as 
a proportion of total availability’ for the 
ecunpmy as a whole Availability is itself 
defined as pioduction less provision for 
seed plus net imports A similar estimate 
ol availability lor each ol India's states is 
moie dillicull to amve at due to the diffi¬ 
culty of estimating inflow into the state 
from the rest ol the country However. I 
might state at the outset that foi the aigu- 
menl I am set to make now such an esti¬ 
mate IS not necessary Nevertheless, to 
provide some perspective I diaw attention 
to one of the relationships on which data 
may be had This comprises the relative 
magnitudes for Kerala ol nee production 
and the amount of gram disliibutcd undei 
the public distribution system m the 
slate i'Oi the most recent data points 
available, the figures arc 8,71,001) tonnes 
and 16,08,(88) tonnc.s. respectively. This 
imp'ies that the gram distnhuted exceeds 
domestic production by clo.se li one 
hundred pei eent 

I'fic dependence ol the state on gram 
distnluited under the public distnbution 
system has several implications Of these, 
howcvei one stands out and this is that 
the slate now loses any control that it may 
rcasonably hiive had over the supply pnie 
olgiam 'fhisimmediatelyc'astssujhpolicY 
UN the state might wish toadopt in a purely 
reactive mould Prior lo arguing why this 
IS inevitably .so, however, I make two 
related observations on the public diMti- 
bution system The linst is the relatively 
straighllorwaid one. in my view over¬ 
looked, that the existence of any scheme 
of rationing ought not to he mi.staken lot 
a stiong et onomy It is a .safely net and 
one of the many that all civilised societies 
musi provide Howevci the backbone ol 
an economy it is not and it cannot evei 
sciioiisly he taken lo be for that position 
can only be ciedibly occupied by pioduc- 
livc activity Hven if reference to the rice 
duslributcd under the public distribution 
system as “unfit foi human coasumplion’’ 
made * tcconlly iiiThiruvananltiapuram hy 
a lormcr Malayali minister ofcivil supplies 
at the centre piesently out of ofiirc ought 
lo he taken with a pinch of salt, the piovision 
(it fixed quantities of mfenorqualitygrain, 
even thoir ti at less than current market 
puces, .should he seen as a second best 
supply-side anangement. Obviously, the 
fust be.st solution is that of expanding 
incomes via steady and widespread 
employment opportunities en.suring 
adequate access to good quality giain It 
IS clear that the mute to thi.s is a vigorously 
productive agricultural .sector combined 
with a dynamic non-agneuiturai sector 
To completely appreciate the role of the 


public distribution system it helps to recall 
that It has its origins in the statutory 
rationing imposed by a panic-stricken 
British colonial administration in 1943 
Recognising the implicauons for nee 
supply of the fall of what was then Burma 
to the advancing Impenal Japanese Army 
and the determination to maintain at all 
costs defence production supplying the 
wareffort in Europe, which in turn required 
the keeping ol the peace, an embattled 
government ol India introduced com¬ 
pulsory rationing in the major urban 
conurbations of the country This is al.su 
the origin of the .so-callcd urban bias of 
the public distribution system even today 
li piompts one to appreciate the comment 
by Daniel Thomer (I%1 12), albeit in 
another context, that “. the transition 
tiom British rule to independent India has 
been a fairly con.scrvauve process" 'fhat 
such a bias is ab.sent liom Kerala is due 
to both the greater political awareness of 
Us people and the pattern of settlement of 
Its population Be that as it may though. 
1 repeat, the existence of a widespiead 
public distribution system is not by ilscll 
the sign ol a strong econoinv exatlly as 
a widespread network ol live markets per 
sc can never be cithei 
1 IK iw turn to the second i ihscrvai ion that 
may he made about a public dtstnhutioii 
system riii.s is that a propei evaluation 
of food policy ought not lobe* whether the 
PF'J.S price is less than the cuneiit open 
market price 'Phis is. quite litcialiy, a 
static exerci.vc Of couise. in cquilthnum. 
under latioiiing this must he so for there 
to he any otttakc The compan.son must 
be between the current price of food and 
the likely price in an alteinalivc arrangc- 
nieni In paiticular, the locus of our atten¬ 
tion must he on whethci policies cannot 
he devised lo affect the mat kei price itsell 
Olhcrwi.se, wc should be content to live 
with an arrangement whereby the ration 
price IS always lower than the market 
pnee, as under the Indian public distn- 
hutiun system, hut these pnccs may them¬ 
selves rise continuously This can hardly 
he considered an arrangement conducive 
to lood security It leads me directly to the 
question of the determination of the open 
market price of gram inlndiaanditsimpli- 
cations for deficit states .such as Kerala 
The govemmonTs role in the food 
economy of the country has entailed 
procurement and distribution Over time 
procurement has come almo.st entirely out 
of domestic production, ridding the 
economy of dependence on imports The 
last is an achievement of some .significance 
given the not-.so-distant experience of the 
drought of the mid-sixties when tliecountiy 
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received American wheat by the dis¬ 
continuous shipload a strategy reportedly 
described by Lyndon Johnson as having 
been devised to “keep India on a short 
leash”. Stung, the pioud and patriotic 
Indira Gandhi had spru ng a sleeping gover¬ 
nment machinery into action The so-callcd 
Gieen Revolution that followed led to a 
phenomenal increase in production. To 
put this in perspective the annual average 
rate of growth ot wheat in the l^-ycai 
period since the mid-si sties is comparable 
to that attained by the leading wheat 
producing nations of today in their heyday 
As has been noticed the recoi d with respect 
to the rice crop is less spectacular How¬ 
ever, the geographical base ot the Green 
Revolution iii India has ensured that the 
incrca.se in the rate ot growth ot production 
has been accompanictl by a concentration 
of the marketable suiplus in the hands ol 
tanners from the concerned regions For 
this reason farmers liom Punjab, Haryana 
and western lUtar Pradesh have tome to 
cxeitise dispropoitionale power ovei the 
piocess ot the determination of the 
procuremen! price L.vidence ol tins is 
seen in ihe teatua' that while there m.i> 
have been a iiuith highei late oi giowlh 
ot output since the niid-sixties theie has 
also Kvn a much lasier mcieasc m lood- 
grain prices Oi to put it in anolhci way 
we may say that it is no longer surpnstng 
that prices have increased so much even 
as output has giown so ta.st The economist 
who most eilectivcly {lopulansed the idea 
that government intervention in India's 
grain markets is an entirely political at tan 
IS Ashok Mitia (1978) However, the germ 
ot the idea is already contained in a paper 
by Dantwala (1967) which had appeared 
over a decade earlier where he refers to 
the case ot proiurcmcnt pi ice .setting as 
a lelluctuui ot what he Icims the growing 
inctcvancc ol economies in planning. It 
IS interesting that this paper was written 
barely two years altei ihe practice ol price 
inteivcntion was launched 'Hie point ol 
my raising this here is to sugge^st that we 
need to puihe a little the rationale ol govern¬ 
ment intervention helore accepting that it 
IS well designed Is the system gcaied 
towards the maximisaiion ol piocuiemcnt 
Ol to the expansion ot the access to tood ' 
The pattern ol stock holding by the FikkI 
Corporation ol India suggests that the 
lurmer might be the case And in this cl tort 
to understand the workings ol the system, 
little IS to be gamed by pointing out that 
since the nnd-sixtic.s the share of public 
distiibution in total .ivailabihty has in 
creased This is only «> be expevted. lor as 
open market pnees aie driven-up by the 
continuous raising ol pnicurcmcnt prices 


sections of the population whose incomes 
do not keep pace are poorer and need to 
take recourse to the safety net that is the 
PDS 

The concentialion of the marketable 
surplusol grain among tarmersof selected 
regions, and in this case contiguous ones 
loo. ol the country introduces a feature 
which has two dimensions. At the macro 
ecxmomic level, the implication ot regional 
imbalances is that the Indian state has a 
disciplining problem on its hands 'The 
origin of this is easily seen in termsof what 
IS tclcrrcd to as 'supplier powei' in indus¬ 
trial economics However, in the arrange¬ 
ments peculiar to India the farm lobby is 
iwicebicsscd The tact that the government 
.stands by to purehasc all grain offered to 
It means that the supplier power ot the 
surplus tarmeis can never Ik checked by 
a countcivjilmg buyer power as in a 
bilateral monopoly Viewing trom above, 
ot to lake a maciu pet.spectivc. we arc* 
ca.sily able to see that the proposal tor the 
lemoval ol regional imbalances .should be 
.seen as a move towards the strengthening 
ot the hands ol the centre A regionally 
balanced giowth enables the Indian .state 
to be even handed m a way that it is unable 
to be as ol now. thus providing the pre- 
coiuliiions tor a nationally acc eptable food 
policy 

Now to view the situation bottom-up .so 
to speak, OI. to take a micro perspective. 
This shows ii-> that lot the dchcit state such 
as Kciala the llip-side of supplier power 
IS that the state government can have no 
contiol whaisocvet over the supply price 
ol gram Note that here the existence oi 
a public distribution system is no con¬ 
solation Fiom the beginning it has been 
made c Icai that the issue price, or the pi icc 
at which the government releases grain to 
the stales, will be a mark-up over the 
piocuteineiu price Ilcncc. while .sonc 
icmpoiary lehcl may he available, the 
ccntiul government's inability to deal 
eilcctivelv with the public tinames has 
nieani Ihe peiiodic raising ol issue puces, 
Ihe most leceni instance being only a lew 
weeks ago This means that the price al 
whic h the |K>ople ol deficit states are .vi 
a*i eive mam will bees.scntially determined 
by the influence ot the suiplus larmcis 
elsewhere This is one aspect of the 
question of food in today's Kerala, and 
It IS incstiicahly linked to the decline of 
Its own gtam producing capacity 

Any aigumcnl regarding the role ot 
govcinmeiii intervention tequires that we 
ought Id 'k‘ able to refei with some con- 
lidence to Ihe nature ol certain relation¬ 
ships, notable among them being the 
relationshipbctwcxn the procurement price 


and the open market price and that bet weet 
the issue price, the open market price am 
the offtake from the public di.stributt(M 
system These arc, I believe, adequately 
established in my work with Bham 
Ramaswanu financed so generously by t 
grant Iloni a ic.seaich project cu-oidin8te< 
by the late T N Kiishnan (Baiakrishnar 
and Ramaswanu I999| 

I have cxploied here the idea that th< 
decline ol loodgrain pioducUon in Kerah 
originated in the decline ot agiicultun 
following migration to the Gull I hav< 
also pointed out Ihe implications ot thi 
consequent import dependence ot tooo 
supply in the state 1 desisi, however, trom 
embarking upon a discussion ot a strategy 
lor arresting the said decline My objective 
has been more to identify the reasons 
underlying the latter which has proved to 
be a .substantial task in iiscit Nevertheless 
attempting this ta.sk has Icll iis with .some 
clues as to what may be expected mihc 
immediate future and it is to this that I turn 
even as I conclude 
While we might ii.se models when they 
illiinimaie we ought to resist the temptation 
ot seeing economics lalhei like certain 
mechanical devices that may be pul to 
work in all diiections In the context, what 
may hate held foi the boom docs not 
neccssaiily hold m leverse as the biKiin 
dies down, which it iiK'viiably mu.si do. 
Thus the piesumplion oi ‘homwestasis' oi 
the leplication of the original situation 
once the disturbance subsides may not be 
w'anranted Iiuleed that was the ver\ c ont cm 
with the Dutch disease, that one c the IxHim 
was over the manutactuimg seilDi in the 
Netherlands would never really come back, 
that economics might pcmiancnllv lose 
Iheiicoinpelilivcadvaiilageinccttainarcas 
ol prixiuction in i clurn lorlempoi ary gcxHl 
loitunc 'Flic iossot competitive advantage 
in this contest is itselt best undcistood in 
toiins of loss ot potential pioductivity 
growth due to Icatning-by doing which it 
IS that toads to continuous shifts outward 
ol the supply cuivc A decline in output 
implies a lower level ol accumulated ex¬ 
perience and thus a pemiaiiently lower 
level ol pioductivity It is also woi th noiing 
that, when output has been kept down lot 
a substantial pernxl. recovciy is hi nipered 
by the lad that history pins down the 
equilibrium This feature has ollcn gone 
by Ihe name ‘hysteresis' and has been used 
to III ghi ight the prohle m ol u neniploy me I It 
in the west ot liuiopc' and stagnation m’ 
Its east It has a diieci beaiing on wli.it we 
might teasoiiably expect loi Kciala 
agncultuie in the near future 
Having started out disi ussing 'he theme' 
ol land icloims and the qucslioii ol food 
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in Kerala I have ended up devoting a 
substantial uUeiiiion to the Ciull btHim. 
This appeals to be have been unavoidable 
given the extent to which this event has 
ulk‘«.ted the eionoiiiic landscape and 
pioductivc labile ol thi' state Arguably it 
IS the evoni that has stood in the way ot 
land retornis working themselves out 
completely a pioeess that may he expected 
to take time An ot I shot u bixim 1 1 om which 
one might nevertheless honutil ought nut 
to be mistaken lot piospeiitv on vuui 
shoies Any sustainable plan must have .is 
ilscentiepieeedomestic pioduction w ithin 
winch agiKultuie must ot couise have a 
major pan To this is ■i(‘cl the i|uesiioti ol 
icKid. toi It IS prcKliictn ui (hat ensua’s both 
a continuous expansion ot incomes and 
a steady inciease in supplies We aie back 
to the ob)eeti\es oiigmally ideiitilied lor 
hul not tully allamed hy land letoims .is 
iinplemeiited ilua t.ii in Keiala 

Nfites 

Ilhi-. IS ihc icvl III (he I lalitli Daniel rhiiiner 
Meiiioii.ii Its lull ik'liVfic'd at (he ('eiilrc Ini 
DeveliipnH'in Siuitics riiiruvanjiith.ipui.uii on 
l‘fhiu.ii\ 'S lUOU I'lH piolfssional siippoii .imt 
tiii.iiiii.il.is.isi.uKi. intoniK itionwiilithriese.usli 
iiiKlc'ilyini! lln> p.ipei I lh.iiik ni> own insniulion 
the iiHh.in Insiilule of M.iiiaKeinent ko/hikodc 
li Wits S.ir.iilainoni who pi.>|iostil th.il I s|H.ik on 
tills lopii. .iiul who iei> .iiiieil onlluisi.isiK aiul 
eiK.iui.igiiip Mas f oi.Ilii took me lluoiigli Ins 
iiiodil ol llie I lull h (liM'ast iwci s iiMil M\ 
siiiili nis Apiii'.i Dw.ih'k.i' and M Siiiesli Hahn 
lu'l|\tiiin pis|Mii'siiiii. o' thi malrii.il piesciili d 
Ik'ic Ihelii.liliiii loi Soti.iIjiiilLconomiLClMius 
.11 H.)ngjloi( jnaiiud iiii .kscss to ihcir lihi.iiv 
Fill all ot tins I .nil eiali till 

lotioiioiiii I.Ill Ills;'. ll•■l.ltlllnD.llncl IIioiiki 
IS .1 soMi. u li.li ill lain li'Miic .1 naiiie lioin liuli in 
cconoiniis 111 iIk liltns As .indinls we h.ul 
knouiiolIlls Icnini ..IIIl.iiid■! loiiiis ii iIk IKIIii 
S ehiHit ol rioiHiiinis a.nl ol his ixili.ips nion 
wnk'lv quoitd woik wiihhi. will Alls. Ovtilsso 
d{‘s.i<h.‘ l.ilei whin I wa. iiivilcd to di liiii ihi. 
Ic lull I had till o|>|ioiiuiiit> ol riMding noi ooK 
> I.upi p.iil ol his pint. s.ion,il lOipiis hill .ilsi. 
.ihoiii hull I he lain i ha* pioieil lo hi t-i|(i.illv 
inieiLSlmi; Mv iiiaiii soiii. e lias hivn ihe .iiiii I. 
h\ Mill llioiiiu I IUK2| inulled'Bvceipts lioiii 
an hHI I ili piihlislud in the lioinniiii tniil 
Pi'liUotl llii .iiiiilf mostly eonipiisi' 

law Llippiii<’s lioiii I HI liK . now availahle in du 
piihlii di.iii.iiii .nilI Ml. I.ipsi III dll' pi'iio.l loi 
whiili dll diil.ili. ol ..III. I il SI iie< V ii'(|uiii' ol 
die Anil III .11) si.iii lull ilisilosiiii llh'si 

clip)iings in.ike l.isnii.iim. u.idin!! .mil Ik Ip on. 
llll.lgini' !..nli dll Id. III. D.iiik'l IIioiiki li.id 
atleinpied lo K.id aiul du >oIiik iI i iuuiiisI.iih. ■ 
dial had . low'di'd liiiii i.i .i. i lin iliinkin.' 
individual llowivei oni i.in ilw.iv. u.id ini 
thiiii a liL'hic suit Foi msiaiiii in Inst nv 
tmilid Suits Di'iiailiiK'iil ol Suu lu.l irquisiid 
dll' Amcnian ( onsul in v lui was dun Homhai 
III have IIioiiki sign an .iHidavii whillui oi ii»i 
ill' was Ol h.id I'vi'i hi.ii . iiiiiiihii ol ili. 

( oiiiiiiunisi I'aiiv ,ind wli.'ilu'i or iioi In h.nl li.i.l 
any p.iit in dn iii.ikiii ■ ot du tuiok Xiniiiiini 
.S/m./iiK Ol 11 liiilui iIk I) I ii'iit|> piihlisluil \S IIII 


oppuartd to boihei i!..* Stole Depanmont wav that 
the Indian .luihni ol die bonk - in their view 
i.ilculaied to do haini to Antenean iniciests in 
India ■ liiid expa'sved his ifcbt to an Antenean 
h k'ikI whohad liiini shed material, tune and energy 
lot thishruik hut who wished loreminnanonyinuus 
While It may not have been entirely unsound ot 
till'.luihniiiies to li.ivemiagined that iIk''A ntenean 
Ii lend in ()iu'siioii nuiy have been riami'l Thonicr. 
ilun .u'IimIIv (i.ivi'lling through India, it is the 
leason givin that is noteworthy The iiK'nH) item. 
Iielicved by ihe Stale Department to clinch the 
issue was lh.ii iIh' 'iiK'ticulous indcMn}> use nl 
looin.iii's .mil heavy ceonomie approach in the 
suhiiil" ilhoiMi'i l‘)K 2 K 82 | was charaitensile 
ol lh.)iiiL'i Ii IS enuiuiaging to note th.it not even 
dll' seiiel siivii'i can icstst Ihc seductions ol 
sili.ilarsliip 

Daniel Ihoinei howevci, wasnouoiilcni with 
sihol.iisliip He went on to do soiik' iiiiporlant 
woik on Indian agiiiulture which what is nioic, 
was h.iseil on .oiisideiable field ivoik And as a 
liei (hiiikci III .tp|x:ars to have been not eonlenl 
wiili li.ivme invited the ultention nt the infaiiHius 
('oiiimillii on Dn Ameiican Aitivdies, itscll a 
ihmiy VI.led liont tor authoniananivm In India 
he miiiiioiis having disappinnled what he 
alliiiiiin.iiilv leinis the paiiihayai of Indcin 
eioiuimivis I his miK' It was ih.ti in IX'lhi iii thv 
caiiy seveiilKs he had il.iied to levisc hiscailiei, 
soniewh.il |xs‘.iinis(ic view ot the pnispccts tor 
Inilian .lein iiliiiie now .ii luallv being optimistic 
.itioin II D.iiiiel Ihoiiiei .ippeais to have led 
somewh.ii ol a lull Ide') 

I D,it.i will) dll' .iiithor 

Ihi f'lmlii ('heiinai lumi.iiy 22 l*J*t‘l 


3 .Sec report in The Hindu, Chennai, Febiuaiy 
16, IWS 
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Property Rights for Women 

Case for Joint Titles to Agricultural Land and Urban Housing 

Jeemol Unni 

Taking note of the impracticability in the present circumstances of obtaining independent titles to 
agricultural land or urban housing for women, this article advocates promotion oj the t oncept of joint 
husband-wife titles to such propertv as a first step. Such titles would be in addition to women’s light to 
inherit a share of parental property. 


THE plea for women's rights to property 
can be justified on the grounds of welfare, 
efficiency, equality and empowerment.' 
The welfare argument is that it would 
reduce the nsk of poverty and destitution 
for women and their households: it has 
been found that women generally u.sc their 
earnings for the well-being of their families. 
The efficiency argument is more com¬ 
plicated. Giving a woman title to property 
would improve her access to credit, 
technology and information, which in turn 
would help enhance her productivity and 
thcrcfoie her income-earning capacity 

The argument of equality and em¬ 
powerment is concerned with women's 
position vis-a-vis men A constitutional 
light seeks to guarants'c that each person 
IS treated equally by the law and prohibit 
discrimination on the giounds ol gender 
oron any otherbasis Property rights would 
empower women in non-cconomic areas 
as well as the economic field. They would 
stiengthen theirability to 'challenge .social 
and political gender inequalities’ Tlic 
conferment of this right would improve 
woman's status and her position within 
the household. 

A debate has started oi late on whcthci 
women should be given 'independent' or 
'joint' rights in land. Bina Agarwal (1994) 
argues for 'independent' rights, nghts 
independent of matcowneishiporcontrol. 
She .says that the conternicnt ol indepen¬ 
dent rights would make it easier to gain 
control ol the land in case of dispute that 
women’s land-use priorities aic different 
from men’s and .so on While theoretically 
these aiguments are powerful, the practical 
aspect IS another maitci Even Agarwal 
(1098) notes that about 86 pei cent of the 
arable land in India is already in private 
liand.s, and the quc.stion of where the land 
lobedistiibuiedto women istoeomc tiom 
has to be addressed diiectly. 

On the other hand, Indu Agnihotn argues 
for 'joint titles' to agricultural land. She 
I aises a practical quest ion ’ “If land reform, 
per se Im ceased to be on the agenda for 
tno.st political parties except those on the 
left, . where would the land that women 


should be in contml ol be made available 
fromT’ I Agnihotn I906J “According to 
mid-1996 figures of the government of 
India, the area declared surplus (idxive the 
ceiling on holdings) to date, for all-India, 
came to only three million hectares or 1.6 
per cent ol the arable land, and only 0.2 
percent is still available for distribution’’ 
(quoted from Agarwal 1998] It is obvious 
that even if all the land is allotted indepen¬ 
dently to women, only a minute traction 
ol the female population would benefit 

As observed earlicrthc major proportion 
of the arable land is almady pn vatised and 
hence a veiy laige penentage of the rural 
women have stakes in iamily land. 
According to 6gaiwal. access to family 
land IS mainly thiough inheritance Under 
the Hindu Succession Act ffASb. a Hindu 
girl IS entitled to a share in the property 
of her parents, along with her brothers 
Thcdemandloi 'joint’ titlestothcproperty 
of the husband may be countered by the 
aigument that the wife already has a legal 
right to a sluiie in parental pioperty. In 
practice, however, only a small minority 
of women .letunlly acquire propetty 
through mlicriiance 

Data on land ownership is rarely 
disaggregated by gendei In a survey of 
rural widows in seven states, Marty Chen 
found that only I per cent ot thedaugtliers 
ot landowning lathers inhcriied any land 
and even Icwei ellc*ctively controlled any 
I quoted in Agai wal 1998]. The case sought 
to be made out lot not giving girl children 
title to agricultural land includes argument 
that liagmeiilation ot holdings and opera¬ 
tional propblcnis would become realities 
once a girl gets niamed and shitts to a 
dcsiant place 

Given this situation of low availability 
of land for distribution and limited female 
inheritam e oi land, it appears that as a first 
step It would be more practical to pursue 
the goal ot joint titles for women in land 
and other productive assets Hie latge 
maioiity of the women in the pnmc age 
group(i8-5.S)inlndia.ircmamed It would 
provide a woman with security to obtain 
joint title to the land or property of her 


hu-sband. While not giving her lull control 
of the property, this would increase hei 
entitlements and cteate some space for her 
to manoeuvre 

The conferment of joint title to land is 
being .seen not as an alternative to in- 
hentance but as an adjustment to the reality 
that women in general are propenyless in 
India today in spite ot laws enabling her 
to inherit land. 'The mam argument is that 
title to land and property would strengthen 
a woman’s po.sition, both economically 
and otherwise, within her family and 
outside It Ail possible ways to bring about 
such a situation need to be encouraged and 
tried out What might wotk for some 
women may not work for others 

Besides thi’left-onented political partie.s, 
various non-government oiganisalioiis and 
othei groups have been working in various 
ways to help women gain access to and 
conlnil over, pioperty Access to pioperty 
can mean either ownership or simply a 
non-legal nght to the use to the property 

One organisation which has been 
working to help and encourage women to 
gam legal access to property - land in rui al 
areas and housing in towns - is the Self 
Employed Women's Association (S F.WA), 
Ahmedabad This paper seeks to analyse 
the problems incurred in the transfer of 
property in ihe name of a woman The 
article also desciibes some of the 
mechanisms used by the SF.WA Bank tor 
solving some ol the problems 

SEWA ANii Pr()i*i.riv Riohts 

The primary activity of the .SEWA Bank 
and Its rural savings and credit groups is 
to collect deposits and advance loans to 
Its members, all women Howcvci. .SEWA 
has also made efforts to encourage the 
inclusion of women's names in titles to 
property To elaborate, when a loan is 
given lor purposes of housing in uiban 
areas and land in rural areas, the woman 
concerned is cncoui aged to seek the inclu¬ 
sion ol hei name in the title to the property 

Workers of the as.sociation <iie actively 
involved in helping women wit!* the 
•echiiical and legal aspects ot this 


Economic and Political Weekly May 22, 1999 


1281 



endeavour. SEWA'sapproochhiisbeento 
seek ‘joint titles’ forwomenin the property 
of husbands or parents as the case may be. 

In the following sections we shall 
describe the procedure that women shtnild 
follow for seeking joint titles to property 
and the efiorts of SEWA in this direction, 
focusing on individual cases. Some ot the 
problems that have been faced and the 
possible solutions are highligthcd These 
will be discussed separately for agn- 
cullural-land-related loans (rural) and 
housing loans (urban) The article con¬ 
cludes with some suggc.stions on how to 
create favourable conditions lor the 
creation of joint litle.s 

Tiii.rs lo F'vkm Land 

The SEWA Bank started forming savings 
and credit gniups (SCGs) and lending to 
rural women on an experimental basis 
during the early 1990s Between 1990and 
1S)9S SEWA deputed one person to work 
with women who had taken loans from the 
bank for the release oi family agricultural 
lands from mortgages One of the pnmc 
tasks was to seek the inclusion of the 
woman’s name in the title decd.s of the 
land .sought to be released if the woman 
concerned .so desired 
The method employed’’ The SbWA 
activist spent time explaining to the women 
the advantages of seeking joint titles to 
land It took a number of visits to the 
panchayat oflice and the taluka head¬ 
quarters concerned and the Revenue 
Department in Gandhinagar for the 
intricacies ot rhe legal system to be com¬ 
prehended Groups ot rural women 
interested in obtaining joint titles to the 
lands of their husbands were mobilised 
TTie proccdutcs adopted aic presented 
below through a case history approach 

Case ! 

Four women filed applieatiuns i n Kheeja 
village m Ahmedabad distiict in Maieh 
19<)0 tor the inclusion of their names in 
the title deeds of their husbands’ lands 
One of them was Rctiben Jawarahhai The 
‘talati’ of the village entered this request 
in the village form 6 (entry register or 
’hakpatra') After some lime, the lalati 
issu^ mnice to Retihcn to the cl feel that 
family members had objected to the 
inclusion of her name in the title deeds 
’This was also recorded in form 6 
With the help of SEWA. Retiben 
appealed to the deputy collector under 
whose charge this village/rcgion was 
located. This was an appeal against the 
cancellation of entry No 379 in form 6, 
.supporting the entrj’ of her name in the 
title to land It was ciainicd that the 


cancellation was uot jilsdned and that the 
appeal was being made within the 
prescribed 30 days. 

Ambabhai Ramabhai, who owned the 
land, had no objection to the inclusion of 
Retihcn's name The circle officer had not 
followed correct legal procedure and the 
family members had not been consulted. 
A copy ol form 6 was attached to the 
appeal letter The letter was sent by 
regi slered post, with acknowledgment due 
Later the apfical was accepted and 
RLtihen's name included. 

Case 2 

It was soon realised that it was a 
proceduial error for the woman to apply 
for the inclusion of her name in the title 
to the land The correct procedure was for 
tiic man holding the title to the land to 
apply tui the inclusion of his wife's name 

Again in early 1990, live holders of title 
to lands in Kalyanj Muwada village, 
Dehgam taluka. Ahmedabad dislnet filed 
applnations lor the inclusion of their 
wives' iiamesinihetitledccds Therequc.st 
of I.akshiiian .Singh for the inclusion of 
his wife .Siirajben's name in the title was 
reionlcd in entry form 6. 

A iKitne regarding the claim.s to joint 
titles was pul up by the talati lor three 
months, which is a mandatory prucediiie. 
rius IS fui the intormation of individuals 
concerned, to enable obiections, if any. to 
the notice ot the talati. 

At fust the name of the woman was 
pencilled into village records 7 and 12. 
The talati then visited all the peisruis whose 
names appeared on the above records. He 
had to gel written permission from each 
ot these persons in a village punch's pre¬ 
sence Once the permission was obtained 
this was checked by the ‘mamlatdar’ or 
circle officer Once this procedure was 
completed the name of the woman was 
penned into the 7 and 12 records. 

A separate application tor the inclusion 
ot Surajben's name as a cultivator on the 
7 and 12 records of this pint of land was 
put toiwaid and granted 

The SEWA Bank had applied to the 
talati to rccoid the fact that Surajben had 
taken a loan ol Rs S.OOO from it to release 
the land trom mortgage. This information 
was ai.so entered on the 7 and 12 records. 
For any legal transfer of the land the bank 
has lo be approached tor a clearance 
certificate In the case of Surajben. it had 
to proceed against her to recover the loan. 

Case 3 

In yet another case of SEWA attempting 
to help a woin.in get her name included 
in the title to land it was discoveied that 


her husbind's name was not iaclwled 
either. The SEWA- activist went through 
the land records going back to 1942 and 
discovered that an ancestor had removed 
the names of two sons from the 7 and 12 
records of the family land. 

It was subsequently found that there 
were several cases of hu.sbands* names not 
being found in the records. In such cases 
the procedure described above has to be 
followed first for the earliest member 
whose name was deleted and in the case 
of his demise for his son. Thereafter the 
lineage has to be traced down to the 
husband ot the woman desiring her name 
to be included in the title deed. This time- 
consuming job could not be undertaken 
by the SEWA worker concerned. 

Probli-ms Faced by SEWA 

Anumberoi problems cropped up while 
helping women to obtain joint titles to 
agricultural land Some of them have 
been noted earlier. Some of the problems 
and the solutions devised are dc.scrihed 
below 

The SEWA volunteer ha.s to often put 
in a lot of effort lo secure agreement for 
the inclusion of a women’s name in the 
little to land from her husband and eu'h 
person whose name is listed on the 7 and 
12 records- the family as a whole ha.s to 
bt' agreeable to this proposition An issue 
that often arises is why any woman's name 
should be ineludcd when the names of hci 
mothcr-in-law and her sisicrs-in-law are 
not. When faced with opposition from 
family members it takes a lot of courage, 
conviction and perseverance on the part 
of the woman lo pursue the matter, besides 
skill and perseverance on the part of the 
SEWA "oluntccr. 

Sometimes the cultivator has lo bribe 
the taliti to gel him to visit the family 
members and obtain wntten permission 
And sometimes the bribe includes a share 
for the mamlatdar, who checks the infor¬ 
mation. In most of the cases in which 
SEWA was involved bribes were more or 
lc.ss avoided because the association had 
a gcHid record of working with the rural 
people. 

As in the third case above, a major 
stumbling block to the inclusion of a 
woman’s name in the title to land is the 
(x:ca.sional ab.scnccol herhusband’sname 
in the land records. Under the joint family 
system widely prevalent in rural India, 
all the brothers undertake cultivation of a 
pieceoflandand share the prnduce.Unless 
a dispute arises, the land records arc 
never checked. In a case of the hu.sband’s 
name being missing, the procedure is 
long an.l tedious: the husband’s title has 
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to be eatabUsbed before jobtt tide could 
be tbougbi of. 

TteprocedurefoIlowedforthenKHtgage 
of agricuhund land is often informal, the 
niottgage being based on just a verbal 
contract Sometimes a simple document 
IS prepared on a stamp paperofRs 10. The 
landovnwr’s thumb impression is taken. 
A cultivator passbook is muntained on 
each survey number, or plot of land. The 
entries on the record of rights are supposed 
to be entered on this passbook as well. For 
mortgage purposes the thumb impression 
of the cultivator is sometime.s taken on this 
passbook. None of these mortgage pro¬ 
cedures is legally correct. 

The landlord or other person to whom 
the land has been mortgaged enjoys the 
right to cultivate the land and avail himself 
of the produce as long as the land is not 
released from mortgage. The mortgage is 
often fur very small sums of money. 

The informal system of mortgage seems 
to work well. In the ca.scs handled by 
SEW A, the land has been released by the 
landlords on return for the amounts taken 
by the cultivators by way of loans. 

The problem for the cultivator is one of 
the availability ul credit in small amounts 
and at certain crucial times. If alternative 
sources of credit were available to the 
cultivator for meeting his consumption 
and piuduction needs, he would not lose 
the use ol land, his must productive, and 
pel haps sole meome-generating assets, lor 
a small sum of money. The formauun of 
the savings and credit groups attached to 
the SEW A Bank is an innovative enterpnsc 
which hopefully, will prevent many such 
illegal land transactions. 

Women’s Viewpoint 

This author visited a village in Daskoi 
taluka in Ahinedabad district A savings 
and credit group hiui been formed here in 
1989 It now has 14(1 members. 

About 40 women in this village had got 
their names included in the records of their 
husbands' lands, according to the talati. 
Tlie women gave collective action and the 
active support of the SEWA activist much 
of the credit for this achievement. 

Most of the women totd this author 
that the achievement had been possible 
because of loans obtained from the SCO 
The family members, including the 
mothers-in-law refrained from being 
obstructive because of this. The women 
felt that without some monetary benefits 
It would be difficult to get families to 
accept the idea of joint titles to land. The 
names of the other woman members of the 
family were not included in the land records 
of this village. 


Another vi^was that if the family land 
has been partitioned it would be easier to 
get the name of the wife included in the 
record of her husband’s land. If the land 
has not been partitioned it would be 
difficult to get the name of any one woman 
on the records. The question of the 
inclusion of the names of the mothcr-in- 
law and the other daugthcis-in-law in the 
family would arise 

Most of the women Iclt that joint titles 
were uselul, though some of them were 
unable to sec any diflerence. Among the 
advantages cited was the one of security. 
A woman's claim to land would make it 
difficult for family members to expel her 
for her home. Also, .sale of the liuid would 
not be po.ssible without the consent of the 
woman lillc-holdci 

One argument often made for indepen¬ 
dent titles for women is that women have 
different land-u.se pnoiities. Women tend 
to use land in sut h .i way that its degradation 
is considerably Teduced Asked whether 
they would prefer a different land-use 
pattern if the land belonged to them, the 
women of the village said that for want 
of an a.ssurcd .source of irrigation they 
could not visualise a different cropping 
pattern or any inajorchanges in the existing 
priorities 

Most of the women had no formal title 
to their fathers' lands. But il their fathers 
or their hruihcrs wanted to sell land, they 
had to come to them (the women) for their 
signatures. Mo.st ol the women did not 
claim rights to the parental land since they 
felt that their brothers generally helped 
them according to custom. Not withstand¬ 
ing the legal right ol a female heir, therefore, 
land was rarely transferred formally to the 
daugther 

Women in this village, particularly the 
SCO membcis whom we met. were very 
well informed about their land rights. This 
was mainly on account of the intervention 
of SEWA and the Tight for joint titles to 
the land. Most of the women were aware 
of the cultivator's pa.ssbook and were able 
to show us copies of tlw document. 

Against Joini Titles 

In general, the talati and the male 
villagers this author met were not strongly 
opposed to the inclusionof women’s names 
in the land records. However, one major 
problem specific to this village was dwelt 
upon. 

This was a village mainly of the thakore 
caste, in which separation of couples and 
remarriage are supposed to Iw quite 
common. It was a<lc^ that a man cmild 
approach the caste panchayat and get leave 
for separation from his wife by paying her 


Rs 5,000. Both the man and the woman 
were then free to remany. 

Due to the frequency jf separation in 
the village, the men were unwilling to 
include the names of their wives in the 
land records. Even the mothers-in-law 
inteiviewcd felt that a daugther-in-law 
should be given land rights only after she 
was ‘well settled’ in the household. A 
general fear was that after getting her 
name included in the records a woman 
may break away tram her husband and ask 
for her share of the land Such 
apprehensions couldcreatefurthcrhurdles 
to the acquisition of land rights by women 

Public Land Distribuhon 

The land records and the land rights 
relating to village lands are guided by the 
Bomhav Land Revenue Code 1879 of the 
Bombay Act No V of 1879. The revenue 
department of the Gujarat government has 
published the act as well as all its 
niodiTications till June 30, 1988 It has 
alsohroughiout a listing ol all the circulars 
relating to the record of rights (hakpatra) 
of village lands. 

In the coutsc of the discussion on the 
case for ‘independent rights' to land lor 
women, it was ob.servcd that only a veiy 
small proportion of the arable land in the 
country is available fordistribuiion While 
this remains true, the union government 
has issued to the revenue departments of 
ail the states an order to the effect that 
when any government land is distributed 
the ‘palta* should be issued in the joint 
names of husband and wife. While this 
order will not .set right the grave gender 
imbalance in propcity rights, it will help 
reduce further distortions of the balance. 

However, personal communicat irm with 
members of various Gujarat NCOs in¬ 
volved with land rights indicated complete 
lack of awareness of the existence ol such 
an order. The extent to which the ‘patta* 
of public land is issued in the joint names 
of husband and wife needs to be asses.sed 

Another issue that has been raised in the 
literature on land rights for women is that 
only the so-callcd tillei of the land can 
obtain title to the land. A woman is often 
excluded from the right to agnculUiral 
land on the ground that she does not ‘till' 
or plough the land [Agnihotn 1996] 

While the 7 and 12 village land records 
do have a column which identifies the 
tiller or cultivator of the land, this was not 
seen as an obstacle to the inclusion ol the 
woman’s name in the land title. In fact it 
is a clearly defined procedure that if the 
current title owner requc.sts the inclusion 
in the title deed of his wife's name - or of 
anyotnerperson's-and(4)tainspcnnission 
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fiom the co-owners of the land, the 
inclusion is allowed. Thus the bogey of 
Mand to the tiller’ being used for denying 
women fn>m the right to property docs not 
seem feasible, at least in Gujarat state. 

Agarwal (1998) felt that such a ngid 
definition would exclude a lot ol men 
from being recognised as tillers She did 
not see this as a major reason forexcluding 
women and privileged men from title 
to land. 

Urban Housing ScfiNr 

Ihe SEWA Bank considers housing 
loans given to self-employed women 
production loans, sinee the home is oltcn 
the workplace as well for a woman 'flic 
purposes for which hwising loans are given 
to the members of the SEWA Bank in 
urban areas can be bioadly grouped into 
repairs to the house, extensions of deliver¬ 
ance fmm mortgages and house purchases 

As in tlie ca.se of the agricultural land 
the SEWA Bank has tried to encourage 
the women to get their names included in 
the titles to houses. While this is possible 
in the case of a newly-purchased hou.se. 
It appears that unlike m the ca.se of lural 
land there is no legal provision lor this in 
the case of already-owned houses 'The 
complexities involved in the inclusion ol 
a woman's name in the title to her 
husband'sproperty are brought out through 
the case-study approach 

Case I; Niiubcn Soinabhai is a workc 
in the SEWA Bank. She has taken a numbci 
of IcKins for extension of a house as well 
as Its release from mortgage The house 
is in the name of her husband 'fhe land 
on which the house stands falls within the 
Ahmcdabad Municipal Corporation’s 
juasdiction. This land was distributed to 
pnvate individuals by the Bntish in 1923. 
It was bought by her husband, I lusmukbhai 
Somabhai, from the previous owner. The 
house has been valued at Rs 2.5S lakh, 
including the value of the land. 

Niruben, who has taken a loan of Rs 1 
lakh from the SEWA Bank for the relea.se 
of the hou.se irom mortgage, has to pay 
a monthly instalment of Rs 2,000 for ten 
years, the interest rate being 18 per cent 
per annum If there is default, she has to 
pay extra interest Though the house is 
owned by Husmukbhai, the loan could 
have been given only to her The Bank has 
prepared a promis.sury rote in the joint 
names of husband and wife; the two have 
jointly responsible foi repayment. 

rhe house was mortgag^ twice before, 
supposedly by fathcr-in-law and the 
brother-in-law of Niruben - who look 
loans from the SEWA Bank and got it 
released each time. Yet another loan was 


tdten fur repairandextension of the house. 
All the bills for these repairs are in the 
name of the husband 
Niruben now says that her entire salary 
has gone into the repay ment of these loans 
Despite this the house is not in her name 
The woman feels that if the hou.se were 
transferred to her name she can get further 
loans irom other.sources. But the inclusion 
ol Niruhen's name in the title document 
would he treated as a transfer of property 
and attract stamp duty at the rate of 10 per 
cent of the value of the house. This is a 
laige anKiunt. and an additional loan would 
be required for this purpo.se 
('a.sc2 'ZuhcidabenUsmanbhaiMansoon 
was married at the age of 16 Her hu.sband 
used to roll bidts for Rs 15-20 per day, 
and sire would help out with Rs 10 per 
day earned from a variety of activities. The 
couple lived in a ‘cutcha* house on the 
bank of the Saharmati Later 2^beidabcn 
joined SEWA as a sweeper. 

Ihis woman has taken a senes ol loans 
and undertaken many activities. At first 
she lcH)k a loan for making earthenware 
pots She undertook ragpicking as well as 
domestic work Elaben Bhal, SEWA, 
helped her to certain licence for sale of 
kerosene Zubcidahen and family built a 
house III Krishnanagar The house was set 
afire and her kerosene Marry’ looted in the 
communal nots of 1985 Zubeidaben took 
loans to buy a house. She sold this house 
and took another loan to buy another hou.se, 
a shop and a sewing machine. The house 
was lixitcd three times, but this is a very 
hardworking family that seems to manage 
Its limited resources well 
Now Zubcidahen owns a house, a shop, 
a kcro.scne Marry', a fan. a television set. 
silver anklets, hall a tola of gold, and 
Rs2.(XX) in the savings bank She has 
sometimes had difficulty in paying hack 
loans. Notices were issued, but the loans 
were paid hack, though late. All the 
previous loans have been repaid and 
2^heidabcn now has pending a loan for 
Rs I2.(X)U taken for twying a new shop. 

The Ikiusc the family lives in now is in 
the name ol Zubeidaben herself. Her 
husband is disabled, and the burden of 
running the house rests on her shoulders. 
ZubeidaN:n is not the original allotee of 
the house, constructed by the Gujarat 
Housing Board. She is pcriiaps the third 
or fourth owner of the house - which like 
all the others in the neighbourhood, has 
been bought under a ‘power of attorney’ 
As we shall see iatertherc are several pos¬ 
sible Qrpes of ‘powers of attorney’. While 
the 'powerof attorney’ can stand up in the 
court of law, the transfer of property has 
not been registeted with the housing board. 


Zubeidaben’s case is a striking illustra¬ 
tion of how repeated SEWA credits and 
the bank’s flexible approach to repayment 
has helped stabilise a poor family. 

Case 3: Siddhamma Gumm is a bidi 
roller by occupation. She earned abcHit 
Rs 20 per day at the rate of Rs 28 per I,(X)0 
bidis rolled. On an average she earned 
about Rs 4(X) per month. Her husband, 
Venkat Gutram, was a mill worker till his 
mill closed He now works in a factory 
doing winding woric. On an average he 
earns about Rs 6(X) per month. 

Siddhamma’s father-in-law migrated 
to Ahmcdabad from Andhra Pradesh to 
work in the textile mills Siddhamma 
herself came as a young hricte to Ahmeda- 
bad after her marriage She ha.s five sons 
and two daugtbers. Two of her married 
sons have set up separate domestic estab¬ 
lishments. One of the three sons living 
with Siddhamma is a self-employed auto- 
rickshaw driver, another a textile mill 
worker and the third a diamond cutter Her 
household is IS strong 

Siddhamma has taken three loans from 
SEWA Bank. The first two loans were of 
Rs 2,S(H) and Rs 5,000 for the lepair of 
the rented house the household lived in. 
Subsequently, the family bought the rented 
house. Siddhamma has taken a loan of 
Rs 25.000 from SEWA Bank lor the 
purchase of her current house Of this 
loan, only Rs 9,340 remains to be repaid 
This hnu.se has been valued at Rs 80,000 
A total expenditure of Rs 95.000 was 
incurred lor the purchase, repair and ex¬ 
tension of the house An additional loan 
of Rs 30.(XX) has been taken from a relative 
al an inlerest of 3 per cent per month The 
remaining Rs 40,000 was raised from the 
sale of Siddhamma's old house. 

Siddhamma’s pre.sent hou!», constnicted 
by the Gujaml Housing Board, was bought 
from the original allottee, Ratilal Nathalal. 
The latter had paid all the instalments of 
the house and was its genuine owner. The 
house has been bought in Siddhamma’s 
name for a consideration under a ‘power 
of attorney’ lor all transactions, including 
sale This deed is registered under a notary 
on a stamp paper ol Rs 50 and additional 
stamp paper of Rs 5. The original owner 
has .signed a declaration of the transfer of 
property in Siddhamma’s name on stamp 
paper. 

A stamp duty of about 7.5 per cent of 
the value of the house is chargeable on 
premisesofthehousing board. Thisamount 
has not been paid in this case. However, 
the sale remains legal, and in the case of 
a dispute the court would give the new 
owner a chance to pay up the stamp duty 
that is due. 
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Siddhammaben has, however, not 
succeeded in gelling lier name registered 
with the housing board. This according to 
her, would require an additional Rs 4,000 
to Rs S,000 including transfer feus and 
several visits to the offices of the board 
The tax for the house is levied in her name, 
though the elcctncity bill has not yet 
transferred to her name. 

Does Siddhamma’s husband have any 
problems with the pnqierty being registered 
in her name. She did not think so. the 
husband was quite ill and so preferred the 
property to be in her name, besides feeling 
that there would be Icwer quarrels over 
the property among their five sons if it 
was registered in the mother's name 
Siddhamnia felt her tw o daugthers had the 
same inheritance rights in the property that 
her .sons did 

Siddliamma’s experience with SEWA 
in obtaining loams, etc, was very good 
However, she had dilficulty in coaxing 
people to become external guarantor for 
her loans This often requii cd small bribes 

Pkobicms wiiii Urban Housing Thles 

In the Ahmedabad Municipal Coqiora- 
tion area there are property registers that 
record the ownciship ot land and hoasc.s 
However, there arc several problems with 
regard to transfer ot property and the 
obtaining ot joint titles to urban housing. 

(I) In contrast to the rural situation 
described above, there is no provision for 
the inclusion oi a woman's name in the 
title to the urban property ot her husband 
The inclusion ot a new name in the sale 
deed or title to a house or land is treated 
as a sale or iraiistei of property, and a new 
sale deed would have to be drawn up 
Under the Bombay Stamp Act. I9S8, any 
transfer of property attracts stamp duty at 
the rate of 10 per cent of the value of the 
hou.se. Hic act pmvidcs for a concession 
in the case ot i.ind or housing within the 
purview of the Gujarat Co-operative 
Housing Societies Act, 1961. The stamp 
duty for any sale in this case is 6 per cent 
plus a surcharge depending on the location 
ot the property, liie total stamp duty is 
about 7.5 per cent. This lower rate is also 
applicable to housing jn the premises of 
a board constituted under l^e Gujarat 
Housing Board Act. 1961 or the Gujarat 
Rural Housing Board Act. 1972 

Original allottees of housing under die 
co-operative housing .societies act are not 
subject to stamp duty. Once the co¬ 
operative is registered with the registrar of 
co-operatives, any tramsfertoa ne w owner, 
or the inclusion of a new name in the 
membership of the society, requires the 
payment of stamp duty, as indicai^ above. 


(2) In order to obtain the registration 
documents pertaining to housing in 
premises built by the Gujarat Housing 
Board the onginal allottees have to pay 
stamp duty at the rate of about 7.S percent 
It was observed in this author’s field study 
that most of the onginal allottees had not 
collected then registration documents. 
Often houses had changed hands several 
times without access to the original 
documents. 

Earlier most housing under housing 
board auspices was not transferable 
However, taking a realistic view of the 
prevailing situation, the board now accepts 
transfer of such property The new owner 
has to produce a ‘coiLsetit declaration’ 
from the onginal allottee and pay a transfer 
fee that could be between Rs 5,000 and 
Rs 15.000 depending on tlie area and the 
ycarofcon.struction It is not clear whethei 
this is over and above the stamp duty of 
7 Spercentpayableforthctransfcr Bnbes 
and the need tor frequent visits to the 
housing board office create further 
problems lor the new owners. 

(3) The sale ot transfer of property is 
often conducted under a 'power of 
attorney ’ The Bombay Stamp Act provides 
for several types of powerof attorney The 
amount to be paid by way of sUimp duty 
IS different foi transactions under the 
different types 

Broadly, there arc three kinds of powers 
of attorney A power of attorney can be an 
authorisation tor the purpose of a single 
transaction or for more than one transac¬ 
tion or a general authonsation. including 
authonsation ot sale. While in the first cxsc 
sale of property is illegal, in the second case 
it can he legal if power of .sale is given. 
In the thud case the power of attorney 
given lor a consideration, authorises the 
attorney to sell any immovable propeny 

In field Studies and the cases reported 
earlier, this author observed that most of 
the urban housing on the ca.st of the 
Sabaimati and outside the walled city was 
constructed under various .schemes of the 
housing board In these areas it appeared 
that sale under the third type ot ‘power 
of attorney’ was the norm. Most of thcs„ 
transfer dcKumcnts were signed on stamp 
paper of Rs 50. This is a case of a legal 
transfer of properiy. It this is obtained 
together with a ‘declaration of coasent' 
from the original owner, the sale deed is 
clear and can stand up in a court of law. 

However, the court would then require 
the new owner to pay the .stamp duty of 
7.5 per cent It would give the new owner 
some tune for doing so. 

Some areas in Ahmedabad have been 
declared ‘disturbed areas', being 


susceptible to communal riots. To prevent 
large-scale transfer of property under 
duress in these areas, no sale of property 
IS allowed between pensons belonging to ' 
different communities. In such areas, 
transfer of piopeity in a Hindu-dominated I 
area to a Muslim buyei or vice versa would i 
be con-sidcrcd illegal I 

(4) One has to distinguish between the 
legal terms ‘right of ownership' and ‘right 
of residence’' the 'nghi of ownership’ is 
established only by the execution of a sale 
deed The ‘nght of residence’ can be 
obtained by entenng into an agreement. 
In the case of a hu.sband and wile residing 
in the same hou.se. obviously no such 
document would be executed Thiscreates 
problems in the case of disputes and 
separation, legal or otherwise 

Where the SEWA Bank gave loans foi 
the repair or extension of a huu.se. it a.skcd 
the woman concerned to obtain the bills ' 
ot all such rcp.iirs in her name. This, 
however, cannot help c.stablish a right to ' 
ownership of the house or of residence. 
Nor can housing tax being issued in the 
name of the woman 

When a woman takes a loan in her name 
for the repair of a house, her earnings go 
towards the repayment ol the loan. This 
implies that she ha.s invested in the house. 
However, to prove this the SEWA Bank 
would have to obtain a letter from the 
husband stating clearly that the money 
borrowed from the hank is to he used for 
ihe repairof the house which is in the name 
of the hu.sband. I’his line could be entered 
in the letter of guarantor signed by the 
husband The letter should also include a 
line that the house cannot be sold without 
the permission of the bank. 

Such a declaration by a man ot the use 
ot funds generated by his wife towards 
investment in a house can be u.sed in a 
court of law to demand the right of 
residence in the ca.se ot a .separation Hiis 
is useful to the extent that the woman 
cannot be evicted easily. 

SuGoisnoNS i-OR Action 

Seeking joint titles to land and urban 
housing IS a practical approach to 
incrca.sing the entitlements ot women and 
a first step in that direction Tbi.s is not 
being advocated as an alternative to the 
inhcntance that the majority of Hindu 
women are legally entitled to. Tlie mam 
argument is that properly nglits for women 
would strengthen her position and 
empower her. 

■rae SEWA Bank's ctforts to obtain 
joint titles for women in rural land have 
been relatively .succes.sful. But the bank 
has come up against a blank wall in the 
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area of joint titles to urban property. The 
major reason for this is that while there 
IS legal provision for the inclusion of a 
woman' s name in the u tie to her husband’s 
land in lural areas, there is no such provision 
in the urban areas. 

AoKiriiLiuRAt. Land Rioms 

Even in the case of farm land, the husband 
and the other co-owners of the land have to 
be agreeable to the inclusion of a woman's 
name in the title to the land, (liven the 
patriarchal system in India, which has 
somehow resisted the inheritance of pio- 
perty by girl children, achieving this on a 
large scale would seem to be an uphill task. 

Voluntary organisations like SEWA 
would have u> invest a lot ol time and 
money towards encouraging and moti¬ 
vating women to demand joint titles to 
agncultural land. The major task is of 
convincing the woman and hci husband's 
family that joint titles are beneEcial to 
both sides The positi vc impact of SEWA's 
activities on women’s awareness of land 
rights was obvious in the villages studied 
by the author But unlass SEWA steps up 
Its general awarcne.ss i reation activities in 
the form of a movement, not many women 
are likely to gam land rights in spite of 
the favourable laws. 

The many cases observed of even the 
husband's name not being included in the 
land records indicate lack of awareness 
among the cultivators of their legal nghLs. 
Activists and the women group leaders of 
the SCGs have to he trained in the pro¬ 
cedures fur acquiring rights to land At 
regular mectingsot the SC'Gssome special 
sessions can be devoted to such awareness 
generation 

While It was observed that when some 
monetary benefit was made available to 
a woman, her husband's family willingly 
agreed to include hci name in the land 
records, the voluntary organi.sations fol¬ 
lowing this strategy would have to insist 
that whenever women either become 
members of an SCG or take loans from 
it. their husbands' families should agree 
to the inclusion ol the names of their 
women members in the titles to the lands 
of their respective husbands. 

Urban Hoi sino Rioirrs 

In the urban areas an attempt to include 
a new name in an existing sale deed is 
treated as a transfer of property and attracts 
stamp duty. This makes it expensive lor 
poor women seeking joint titles to the 
properties of their hu.sbands. The levy of 
stamp duty for such pioperty transactions 
is sought to be justified on the ground that 
these would otherwise be illegal or 


'bcnaini' transfer of prepay to avoid 
wealth tax and gift lax. 

At the national level and the state level 
a strong case for joint titles to property 
lor women has to be made out. In the case 
of self-employed women and home-ba.sed 
workers, who use their homes as places 
of work as well, it can be argued that the 
house is a productive asset, just as land 
IS for rural women. The NGOs concerned 
could* 

(a) make a representation to the con¬ 
cerned department of the Gujarat govern¬ 
ment seeking exemption from stamp duty 
for certain sections of women seeking 
joint utle toihepropcrtiesof theirhusbands; 
and 

(b) .seek the constitution of a committee 
to identify ‘poor’, perhaps ‘self-employed’, 
'home-based' and ‘casual worker’ women, 
in wbo.se case stampduty.should be waived 
or greatly reduced to enable themtoacquire 
joint titles to property. 

Many .sales of uiban housing of premises 
built by the Gujarat Housing Board are 
conducted under the ‘power of attorney’ 
fnraconsidcration.The transfer documents 
arc signed on stamp paper of Rs SO. When 
there is also a ‘iteclaration of consent’ 
from the original owner this is considered 
a legal sale. Only in the case of a dispute 
IS the new owner expected to pay stamp 
duty - at 7 .S percent - for which the court 
provides suiricient time. 

The lollowing possibilities could be 
explored if a man now owns property 
under the ‘power ol attorney’ which 
includes sale, a document could perhaps 
be drawn up to include the name of his 
wile. This, together with a ‘declaration of 
consent’ from the hu.sband, could make 
die wife a co owner. In case of dispute, 
the wife, would be given a chance by the 
couit to pay up the stamp du^ of 7.5 per 
cent. If this IS legally correct, itcan beu.sed 
as a via media bcloic a government ruling 
allowing for the inclusion of a woman’s 
name in the title to her husband’s property, 
or waiver of .stamp duty for this, is made. 

In the case of urban housing the ‘nght 
to residence’ can he viewed as a first step 
towards empowenng womoi. 

When a woman seeks a loan for repair 
or extension of a house standing in her 
husband’s nan.e, the sanction of the Iran 
should be made conditional on her 
obtaining from her husband a letter on 
stamp pajier declaring that the funds 
obtained from the loan will be used for 
the repair of the house which is in the 
husband’s name. Alternatively, the lender 
can insist that an extra line to this effect 
be included in the Letter of Guarantor 
obtained from the husband. This would 


help the woman, in case of dispute, to 
establish her ‘right to residence'. 

When the SEWA Bank advances loans 
for the purchase of a house, it insists on 
joint title to the house. Sometimes this 
does not work out because only a part of 
the finance is obtained through this loan. 
Here again, the SEWA Bank and similar 
organisations would have to make ‘joint 
titles* astncl condition forditaining loans 
for the purchase of houses. 

Independent titles to land and urban 
housing for women should be the ultimate 
goal of women’s organisations. The 
demand for ‘joint titles’ to property is 
viewed here as a first step towards pro¬ 
viding women with the right to property. 
As we have seen the obstacles to achieving 
even this small step are many. 

A committed set of organisations should 
work consistently Erst of all to persuade 
women to demand joint title and follow 
it up legally. Unle.ss this is done in the form 
of a movement not many women arc likely 
to gain access to property within the 
cxi.sting male-dominated structures. 

Note 

ITbeimpetus forthisstudy prepared forthe Gujarat 
Mahila Housing SEWA Tnist came from Renana 
Jhohvala ElabcnBhat showed equal concern and 
enthusiasm for this project Many activists of 
SEWA helped in providing information and 
interacting with members of the a.ssociauon 
Anjona Patel. Pcceti Patel, Jayoshiee Vyas of 
SEWA and Jyotsna Gohil of FWWR were 
extremely ca-operative f am grateful lo alt these 
women minding Ihe members of SEWA ] 

I The following discussion on the four grounds 
of argument for property nghis for women is 
based on Agarwal (1994) 

References 

Agarwal. Bum (1994). A Field of One‘\ Own 
Gender and Land Rights in South Asia, 
Cambndge University Pl^, United Kingdom 

- (1996) ‘Gender and Land Rights’. Economu 

and Pohtiial Weekly, 31(23), June 8. 

- (1998) ‘Disinhented Peasonts. Disadvantaged 

Workers A Gender Perspective on Land and 
Livelihood', Etonamicand PolitUal Weekly, 
33(13), March 26-Apnl 3 
Agnihotn, Indu (1996). ‘Bnnging Land Rights 
Ceniresuge'. EnviMnic. andPliiUial Weekly. 
31(9), March 2 

Moser, CON (1989) ‘Gender Planmng m the 
Third World Meeting Practical and Simlegic 
Gender Needs'. WoMDevelopment, 17(11) 
SEWA (1996). ‘Self-Employed Women’s 
Association', Mahila SewaTnist, Ahmedabod. 


Economic and Politicai Weekly 

avaitotM at 
A K Nayak 
Bus Stand Book Stall 
Bhubaneswar • 751 009 
Orissa 


1286 


Economic and Political Weekly May 22, 1999 



WTO and the Globalisation'of Enterprises 

N S Siddharthan 

This study surveys the literature and evidence relating to the relationships between teihnology imports 
and innovative activities, impact of technology imports and innovative activities on exports, the influence 
of strategic groups like MNEs and technology licensees on trade, and the role of information technology 
in the globalisation of small and medium firms, t urthermore, it u.ses the literature survey to discuss the 
future prospects for Indian firms under the WTO regime. 


I 

Introdacdon 

THIS paper surveys the literature and 
evidence on the reljtionr>hip between 
technology imports and in-houscR and D. 
impact ot technology acquisition and 
import of goods on exports, and inter rirm 
differences in import intensities Further¬ 
more. It uses the literature survey to dis¬ 
cuss the future prospects for Indian firms 
under the WTO regime While doing so 
It takes into account the differential 
bchaviout ol enterpnses or firms aiising 
out o! the differences in their international 
orientation From this point ot view, all 
enterpnses are classified undcrtliree heads* 
one. affiliates of multinational enterpnses 
(MNEs). that is, enlerpri.ses wherein 
multinationals hold equitic.>, two, tech¬ 
nology licensees (LhC’), that is, cntei- 
priscs that do not have foreign equity but 
have licensed orimponed technology from 
abioad against royally, lump-sum and 
licensing fee payments; and three, other 
dnme.siic enterprises (DOM), that is, 
cnteqmses that do not have foreign equity 
panicipation and that have not imported 
Ol licensed technology in recent years In 
addition to these three strategic groups, it 
IS also pnif vised to analyse the globalisation 
of small and medium enterprises (SMEs) 
'Phis aspect is especially important as the 
information technology revolution has 
cncouiagcd SMEs to globalise, network 
with other firms, jointly develop or obtain 
designs, adopt computer aided designs 
and manufactunng, and enhance their 
international competitiveness Further¬ 
more, while analysing the globali-sation of 
technology, this papci will also take into 
account the impact of the provisions of the 
world trade organisation (WTO) on 
globalisation and its consequences 
The organisation of the paper is as 
lollows. Section II introduces the main 
variables and presents a framework to 
analyse the inter-rclationships between the 
variables. Section III surveys the results 
of empirical studies on the relationship 
between technology imports and in-hou.se 
innovaiive activities. Section IV deals with 
the impact of firm si/c, innovative activi¬ 


ties and other lirm characteristics on 
exports .Section Vex amines the influence 
of strategic groups like MNEs and tech¬ 
nology licensees on globalisation. The 
vital role played by information techno¬ 
logy in the globalisation of .small and 
medium firms is disinsscd in Section VI 
Section Vn is devoted to an examination 
of the WTO regime and its impact on 
globalisation ol firms. 

11 

Technology Transfer and Global 
Performance of Enterprises 

Most of the R'search studies in the area 
ol technology trinsfer and global perfor¬ 
mance ot enteiprises conducted by econo¬ 
mists. have mainly aiialy.sed the inter- 
relatioiuships between the tollowmg .set of 
fa-'tors icptcscnii'd by the characteristics 
of enterprises, and then international tech¬ 
nological orient.iiion as represented by the 
chai actcristics of impoits and exports, and 
the set ol intangible as.set$ cicated and 
owned by the firms [Cohen 199!i; Kumai 
and Siddharthan 1997, Dunning 1991, 
Caves 1996] Tlicse are represented in 
Chart 1 Tlic chart presents six boxes 
Box 1 classifies the enterpnses into tour 
strategic groups MNEs, I-ICs, DOM and 
SMEs Impoits aie groufx'd under two 
heads, impon of technology (box 2) and 
import ol goods (box 3) 

Impon of teilmologv There arc differ¬ 
ent modes of technology imports/transfer 
ranging from transfer of technology 
dirough export of machinery to foreign 
direct invcstinents involving transfer of 
bland nanx's All these nicxlcs arc listed 
in box 2 The exact mode ol transfei will 
depend on the nature and the type of 
technology to be transferred and the trans¬ 
action cost involved Transaction costs 
would he lowest where the transfer ckics 
nut involve ‘he transfer of intangible assets, 
brand names, gcrndwill or where there aic 
no tacit elements involved in the tiansfcr 
of technology Th?y would he high where 
these elements are present [Dunning 1993; 
Williamson 1989, Teecc 1977, Rugman 
1981; Kumar and Siddharthan 1997, 
Siddharthan and Safarian 1997). 


Standardised technology that is incor¬ 
porated in machinery could be tiunsferred 
to third parties through the market without 
difficulty Theiefore they involve the 
lowest transaction costs. However, even 
in this case there is evidence to show that 
in R and D intensive and hi-tech goods, 
MNEsprefcrinlra-firm trade [Siddharthan 
and Kumar 19<K); Siddharthan and Safarian 
1997]. On the other hand, if tfie tech¬ 
nology IS not standardised, is still in the * 
process ot evolving and therefore, is not 
amenable for codification, then the market 
might not he the best mtxlc of technology 
transfer In such cases the technology- 
transferring firm might have to interact 
closely with the tcchiuilogy-rccei ving firm 
Inlra-firm transfer of rechnology through 
direct iiivestnicnts would also he a pre¬ 
ferred mode of technology transfer where 
the technology involves transfer ot brand 
names and the good will attached to it. 
Most f irms would not like to transfer brand 
names tounrelaied parties foi learol misuse 
and ptHtr quality control that could harm 
the brand name llie cost ol such misuse 
should also he included in the cost of 
transactions In other words, wherever Ihe 
CO.SIS ot transactions are high, inira-finn 
transfei would take place On the other 
hand, where transaction costs are low, arms 
length transicr thmugh the market would 
be preferred [Dunning l99J.Teece 19771 
Even in arms' length transfer through 
the market, many modes ol technology 
tianslers arc possible. The choice of the 
mode would again depend on the nature 
of the technology that is being tiansfcrred 
and the transaction costs involved 
■Siddharthan 1992]. In practice, techno 
logy transicr through the market at amis' 
length takes the following lorms 

(1) Transfers embodied in machinery 
involving mainly the export of machinery 
and equipment In thi.% mode ol transfer, 
there are no tacit elements and no tiansfcr 
of brand names 

(2) Transfer of designs and drawings 
against lump-sum payments This is mainly 
done in cases wlien’ the technology is 
.stamlardi.sed, tan bt* codified and trans- 
mittcd through designs and drawings Once 
tne payments arc made and designs and 
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drawings given in exchange, Ihe obliga¬ 
tions ot the technology translemng tinn 
rease in most ea.se.<i 
H) Transter against royalty payments 
Unlike the first two iMses ol technology 
transfer through the market, the transac¬ 
tion costs aic relatively lughei in this case, 
fot this mode involves the shatmg of 
revenue In this case the foreign firm xsill 
have a stake in the sales turnover ol the 
technology receiving firm, and thcielore 
could develop a long-term iniere.st in die 
receiving fiim 

These difieient modes ol technology 
transfer are not mutually exclusive Ti ans - 
ferthniugh designs anddiawings and lump 
sum payments could also involve import 
of machinery Moreover, the same lirni 
might import tc'chnology through all ll'ese 
modes (Siddhaithan and Safaiiun I'><f7] 
The exact mode used would depend on 
the natuie and tyfic ol the technology 
imported, namely, standaidised. new and 
evolving or transfei ol proprictaiy inlan- 
giblca.ssct.s like brand names (Kumar I 

lin/Htn of Koodi In many industries, 
enterpnscs network vs ith other firms and 
do not produce all their inputs. Foi most 
firms the choice between buying the com 
ponents or manufactunng them in-house 
IS an important decision Some tirms use 
the strategy of importing high quality 
components and maleiials to enhaiice the 
quality of their output Box 1 presents the 
broad group ot imports St»me of Ihe sluil- 
ics have tested tlic statistical significance 
ol these imports in influencrng the exports 
of enterprises 

Exporti of teihnology and goods 
Boxes 4 and 5 list exports ol technology 
and grvids The Hems listed are identical 
to the I'nes listed in In «xc.s 2 and 3, except 
that tliey lelerred to imports In the case 
of most les\d' ‘velojK'd c ouiilries like India, 


Items m box 4 (technology exports) are 
not very important in terms of magnitude 
However, exports ol goods arc important 
and several .studies have concentrated on 
the impact ol technology and goods imports 
on exports 

Intmgihk assets Box 6, presents the 
mam intangible assets of the enterpnsc. 
namely, endowment of K and D stock, 
acTuniulation of skills (both technical and 
nianagei lal), brand names and gcxKiwill of 
Ihe enleipiise, and propnetary technology 
Several lesearch studies have dealt with 
the intei lelationships between the six 
boxes as well as between Ihe vanahles 
w II Inn a box In particular, empirical woi ks 
done in India and other countries have 
tested lor the .statistical significance ot (he 
following a'lationships 
(1 1 Technology imports (box 2) and in¬ 
novative activities, in particular R and D 
dMix'» 1 hese studies addrc.s.s the following 
quesiions. namely, are technology impiHts 
complementary to in-hou.se R and D or do 
they stand in the way ol in-hou.seR and D*’ 
Fuithemioie, undci what conditions are 
they complementary or competitive’ 

(2) The impact of technology imports 
(box 2). import of machinery and compo¬ 
nents (box ^), and intangible assets accu- 
nuiLited by firms through their in-hiai.sc 
K and l>, skill lomiation, and advenisc- 
nieiu (box 6) on their exports (box *>) and 
other peilorinaiiec indicatois ol theeiitcr- 
piises 

(U The mnuence ot technology transter 
(box 2), endowment ol intangible a.sscls 
posses.sed ny the enterprise (box 6) and 
exports ( Ihix 5) on the import ol embodied 
technology m the loiin of machinery and 
eomiHmcnts (box 3) 

In wha* follows it is proposed to exam¬ 
ine the empirical evidence Felaling to lhe.se 
relationsliip.s and in the light ol lhe.se 
findings discuss Ihe implications ol the 
WTO legime loi the nature and tyiH* ol 
knowledge (laiisici. 

in 

Technology Imports and In-house 
Innovative Activities 

1'he nature of the iclationship between 
tcehnnlogy iin|K)ils and local tn-housc 
R .and 1>' as been a subject of increasing 
dcb.itc ()ne sc hixil of thought has tcndcHl 
to view technology imports a.s a suKstitute 
lot local K jiiii D activities Thcrcfoie, 
excessive technology imports could be 
iniinic.al to the huilding-up of local tech¬ 
nological capabilities On the other hand, 
an importer ol technology generally needs 
to siipplcmcmt It w ith in-housc technologi¬ 
cal cfloit to .absorb and adapt the pur¬ 
chased knowledge Therclorc, technology 
imports and l(x:al technological eilorts arc 


considered as complementary to each other 
(Kumar and Siddhaithan 1997; Evenson 
and We.stphal I99SJ. 

Blumenthal (1979) argued that the tech¬ 
nological level of a country is a function 
of indigenous R and D, technology im¬ 
ports, and the relation between the two. 
She fmtnd the relationship to be a complex 
one and her empincal exercise did not 
yield unambiguous results Ba.sed on a 
detailed study of Japanese Arms Odagin 
(19K3) concluded that for the non-inno¬ 
vators pcrfVirming adapt! ve R and D, import 
of technology was complementary to m- 
house R and D. hut this was not so for 
firms pcrlorming innovative research Most 
.studies conducted for Indian enterprises 
have found a complementary relationship 
between in-hou.se R and D and import of 
technology Thus, .studies by I.al (19K3) 
for a sample of Indian engineering tirms. 
Katrak (1985) tor 43 Indian indu.stric.s, 
Dcolalikar and Evenson (1989) foi .50 
Indian industries, Siddhartlian (1988) for 
188 Indian enterprises and for a .sample, 
of 69 R and D reporting firms (Siddharthan 
1992] and Katiak (1990) lor 56 tcchnol- 
ogv I mportiiig enterprises found a complc- 
mentaiy rclalion.sliip tx'twecn technology 
imports and in-house K and U These 
studies argued that most Indian R and D 
units hud mixlc.st budgets and consequently 
did mainly adaptive lesearch intended to 
make mvxlifications in the imported tech¬ 
nology to suit Indian te.suuicc and market 
conditions In other words, the Indian in- 
liou.se R and D did not. by and large, result 
in technological paradigm shifts in the 
sense that they did not change the main 
inanulactuniig configurations. Ncveithc- 
lus.s, (hey were intended to travei.se dil- 
f ca*nl techiKilogical trajcctoi les, g< ven the 
paradigms For shiflmg the paradigms, 
they depended on technology imports 

IV 

Technoioju' and Exports 

Recent literature on inicmaiional trade 
has emphasised the contribution of techno¬ 
logy and skills to the relative competitive¬ 
ness of countries and enterpnses I Wakelin 
1997; Kumar and Siddhaithan 1997). The 
common Isature of ail the technology 
imHlcIs ol trade is their assumption thai 
technology is not a freely, instantaneously 
and uni vci sally avmlahlcgood [Dost, Pavitl 
and Soctc 1990], and that there arc several 
advantages in being the first to intnxiuu* 
a product or a process Most studies done 
fur the developed countries have tound the 
'technology factor' to he important in 
explaining international trade. In the case 
ol less developed cuuntnes, however, the 
technology models have had limited suc¬ 
cess in explaining export performance 
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lYiis is because, new technology is prima* 
riiy created in the developed countries but 
IS soon diffused to the less developed 
countries. There is. however, a great varia¬ 
tion across the Ic'kS developed countnes 
in terms of local technological capability 
fur imitation, adaptation or absorption 
Even within a less developed country, enter¬ 
prises generally differ vastly in terms of 
the extent of their technological capability 
Fur India the share of the export of hi- 
tech goods is small There arc several 
reasons for the insignificant .share of hi- 
tech exports by the less developed coun¬ 
tnes Exponcts of lii-tcch products need 
to provide pnxJuct sp«'cific services such 
as in.struction.s, instalhition. repairs, main¬ 
tenance. etc. in the potential markets 
abroad This cannot be done thiough 
unatf I hated licensees due to the high lran.s- 
actioii costs MNEs, therefore, enjoy an 
inherent competitive advantage in inter- 
national markets foi high technology gcaxls 
because of their in-housc ability to pro¬ 
vide associated services at geographically 
diverse locations Thus studies have .shown 
(Kumar and Siddhaithan 1^97] that less 
developed countries cniuycd a compcti 
live edge only in medium and low-tech 
industries However, enterpnses in mc'dium 
tc'ch indu.stiies. having a good K and D 
base, and networking with ovetseas firms 
lor technology inipori.s and market infor- 
inatiun have been successful in theirexport 
oneiitation (Willmnie Athukorala 
cl al 1995, Haddad cl al 1996, Lall and 
Mohammad I9X.^|. At the same time, it 
IS also possible that die relationship bet¬ 
ween exports, and technology imports and 
in-huusc K and D is a mutually rcinfoic mg 
one An enterprise with greater techno¬ 
logical cflorl IS mure likely In be export 
orieiiled ihan others; and. once in theexport 
market, it may ncnid moic in-housc R and D 
and .spend more on technology imports 
Strategic al filiation with MNBs can also 
improve the inteniationai competitiveness 
ofenterpriseslWillmore 1992; Athukorala 
cl al 199S, Haddad ct al 1996, Kumar and 
Siddharlhan 1997; Ball and Mohammad 
1983J. In the case of hi-tcch industries, in 
nucst of the countries, enterpnses function 
as a part of a global networking system 
A single enterpnsc does not manufacture 
and export a whole product I nstead, it acts 
as a link in the global manufacturing 
system, where an entci pn.se import goods, 
make its value addition and expons ii to 
the next link in the chain Here, stiategic 
afiiiiation with overseas fiims can give a 
boost to exports Recent studies for India, 
analysing the dclemitnants of expons of 
hi-tcch gcMids like pharmaceuticals, elec¬ 
tronic items, automobiles, etc. show that 
the export intcresity of MNG alfiluiles 
was more than that of lire technology 


licensees. However, the third group of 
domestic (DOM) firms exported very liule 
in these industries These studies show 
that to increase the exports of hi-tcch 
industne.s India nccnls to attract export 
onented FDI. Till leccntiy India did not 
succeed in attracting expon onented FDI. 
Most MNEs came to India to serve the 
large domestic market To attract expon 
onented FDI a dilieicnl set of policies is 
needed For example, reform oi (he bank¬ 
ing sector and customs and port.s adminis¬ 
tration, physical inlrastructure facilities. 
andea.sy access lothe information highway. 

V 

Strategic Groups and Imports 

With regard to the imports behaviour of 
stiategic groups, the internalisation theory 
ot MNEs will argue in favour of a positive 
relationship between MNE affiliation and 
hi-tech impons ol components and ma¬ 
chinery Several studies (Buckley 1990, 
Casson 1992.Hcniian l9S6Rugman I982J 
suggc.si that MNhs have a higher impon 
propensity MNhs are likely to iniemalisc 
liansaclions in capital goods and compo¬ 
nents as some of liicm could he R and D 
intensive and embody current or evolving 
technology MNEs may not be willing to 
sell hi-tech ginuls to unrelated third par 
ties Certain other studies like Davidson 
and McFctndge (1985) show that technol¬ 
ogy transfers are more likely to be 
inteinaliscd if the MNE already has an 
affiliate in (he importing country Further- 
mote. certain studies show (Siddhaithan 
and Satarian 1997, Jo 19K0| (hat iorcign 
affiliates are more or less integrated with 
tlic paa'iit firm and import more equipment 
and components than their local counter¬ 
parts that have no toieign altiliaiion. 

Empiiical evidence sliongly .supports 
incieasetn intia-firm trade in hi-teehgix)ds 
latlu'i than trade with unrelated parties 
Inira-fimi trade involves more of both 
imports and exports. Thus globalisation 
could also lesult in an increase in the 
exports ot hi -tech giKxls But the increased 
exports in the technologically advanced 
gixids will come mainly through intra- 
fitm trade by the MNE affiliates and 
teilinolov> coliaboiators Hnix'lated do¬ 
mestic films, however, are* likely to domi¬ 
nate the exports in the low and medium 
tech industries 

VI 

Information T<>chnology (IT) and 
the Globalisation of SMEs 

While the earliri technologies favoured 
ma.s.s pKxluction ot a given model ol a 
prrxiuct, the i urrent micro-clectronies and 
information l(*chnologies support flexibil¬ 


ity in designs and frequent changes in 
models and product mix. The contempo¬ 
rary manufacturing methods characterised 
by computer aided de.signs, computer- 
aided manutueiunng and tlexibie manu¬ 
facturing systems, encourage repeated 
changes in prtxliict specifications Under 
these tianstotmcd conditions, the mass 
production ot a specific design docs not 
grant any advantage to the manufacturing 
firm Hence the giant loqxirations that 
enioycd enormous advantages in the 
earlier technological regime may not be 
ideally .suited to successtully exploit the 
current technology in Ihcir manulaetui mg 
activities On the contiary. small firms 
(employing less than 100 workers) and 
medium firms (employing less than 3(X) 
woikers) are more Hcxihle and are capable 
of introducing rapid changes rcgaiding 
technological choice, pnxlucts mix. etc 
Consequently they have an advaiitagc over 
the larger firms in the current techno¬ 
logical scene 

The adoption of FF and its consequences 
have hc*en studied by several .scholars 
(Loveman 1988, Kroenier and Dcdnck 
!994. Brynjotlsson and Hilt 1996; Lai 
1996. I99X| .Studies on Indian SMEs 
manufacturing garments, eleirlncal and 
clecliontc goods (Lai 1996, 1998| show 
that the introduction ol information tech¬ 
nology results in a paradigm .shift in the 
manufacturing configurations Evidence 
for both developed countnes and LDCs 
indicate that FT promotes productivity, 
profits, and exports, and tiie advent of 
higher piofits in-tum makes it pos.sible for 
the liim to invest mure on information 
technology. Similarly the role ot IT in 
improving the quality of the products and 
in promoting intcmalional oncntation of 
SMEs IS now adequately csiahlished 

Although It has been aigucd by Mody 
and Dahlman (1992) and Rahim and 
Pennings (1987) that investment in IT can 
accelerate ecoiKimic gtowth by enhancing 
workers’ pixMluctivity. no significan' pro¬ 
ductivity gains were found in empirical 
studies conducted during the initial period 
ni adoption oi FF (Loveman 1988) These 
results arc referred to as ‘productivity 
paradox' However, the recent studies 
(Kracnierand Dedrick 1994, Brinioltssoii 
and Hitt 1996, and many others] have 
challenged the productivity paradox pheno¬ 
menon and have found evidcnie in favour 
of significant pioductivity gains across all 
industries in developing and developed 
nations Insigniticaiil prediictivitv gain'- 
in early penod nt adoption ol FI can be 
attnhulcd to the adoption ot inapptoptiaie 
IT tools for a paitieular ta.sk Subsequent 
developments in FT have led to the cre-ation 
ol industiy specific FFl«x>ls I-unhcimoie, 
the costs of FF kmiIs have also come down 
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.sharpiv and are now within the reach of 
SMLs ronscquently the adoption of IT 
in 1 -IK!', hy vSMEs has been on the increase 
lAmsden 1989, Ranis i‘>9()] However, 
the absence of inlrastructural facilities and 
easy access to the information highway 
has .sUMxi in the way of Indian SMbs 
taking lull advantage uf the IT revolution 
and playing their rightful role in the global 
markets 

VII 

WTO Regime and Future Prospects 

The impact of liberalisation and tin- WT() 
regime on the innovative activities of the 
less developed countries' enterprises and 
in particular, oi the Indian enterprises is 
diUicult to predict Till recently. tno.st of 
the lcs.s developed ctutnlrics' enteiprises 
have been tunctioning undei restiictive 
regimc.s, restnetive in terms ot toieigii 
transactions, import of technology and 
gucxls Undet the libcraii.sc'd WTO legiine, 
the less developed countries will have lo 
libcialise then external transactions, i c. 
remove im|M>n restrictions, import quotas, 
icducc import tantfs. oiler national treat¬ 
ment to all MNHs. gram most favoured 
nation status to all WTO member coun- 
tnes, and provick* intellectual piopcrty 
pnitectinn in terms of longer piiKluci and 
pnicess patents by January 2(K)2 'llie least 
developed countries will have to adopt 
these measures by January 2fX).'5 The 
restrictive economic regimes ol the pre- 
nineltcs did not encoutage drastic techno¬ 
logical upgradation of their enterprises 
C(Mi.sequcnlly. most of the thud world 
enterprises iunctioiicd under the eailicr 
technological paiadigms and did not shilt 
to the new ones However, they Irvcloped 
enough capabilities to make substantial 
moditicalions in the iinpoited tec hiioingy 
and traversed di t Icrent ti a|ec tones Never 
thelcs.s, their K and D units were not tuned 
to intnxlticc paradigm shifts 

Liberalisation measures introduced in 
the nineties resulted in the introduction ol 
new technologies and piodiicis tesulling 
in major paradigm shifts The cxpciiciicc 
of the in-house R and D units in alteniig 
the earlier technologies based on a differ¬ 
ent technological paradigm might mil c ome 
useful in developing new technologies 
Thus, III the .short-run senm after liberali- 
.sation. massive impons of technologies 
tfinnigh mtra-finn transfei and amis' length 
purchase of technology against lump-sum 
and licensing lees could take place and the 
relative importance ol in-hou.sc R and D 
might ck'clinc (Narayanan 1998] However, 
in the long run, even undci the new regime, 
entcipri.ses with established K and D units 
might do better I'lr.ns with R and D units 
will be III a belter |H)sUion to locate lech 


nologies that arc anpropriate and likely to 
succeed in the domestic environment. 
Moreovei, in a competitive environmenl 
mere po.sse.ssion ot imported technology 
might not give an advantage, as. given the 
liberalised regime, most fiiins van afford 
to import To .succeed in the market, the 
enlerpnse might have to intKxluce major 
modilKations in the imported technology 
to suit the dome.stic environment, consume! 
tastes, and donH'stic rc.souae endowments. 
In such a scenario, firms with active in- 
hoiise R and D units will have an advantage 
The introduction of the WTO mgime 
will have far reaching consequences on 
knowledge and technology transfer It will 
ailed the' nature, mode and the quantum 
ol technology transfer However, the nature 
ol the impact is difficult to piedict 1‘or 
example, better protection lor intellectual 
pio|X'i(y lould prompt toieign cnterpri.scs 
lo license technology rather than transfer 
It intia-tiim through M)1 But the other 
provisions of Wl'O legime like national 
tie.itnicnt tor all films, sharp reduction in 
import duties, and lenioval oi domestic 
piiii iirenient obligations could induce n)I 
as a prclerred imide A study by Conlractoi 
11990) showed that asa lesultof I'conomic 
lifu'ialisation and deregulation, countries 
atii acted more FDI than licensing and 
icihiioiogiial collaboration In the pic- 
W''! 'O n.*ginie, due to the high i mport duties 
and domestic procurement obligations, 
MNlis transferred technology lo compo¬ 
nent nianulactuicis in the host couiitiics 
and thereby developed the technological 
capabilities ol the smaller enlerpnscs In 
the new regime they could find it profit¬ 
able to import the whole product and sell 
It in the host country To that extent 
knowledge transtci would be leduccd In 
other words, the VTI (> regime will drasti¬ 
cally altcrthe international hu.sincss scene 
Networking boiween enterprises will in¬ 
crease and diasiK' inicmational relocation 
ol manufacturing units will take place. 
I'hc ability of a less developed country 
like India to exploit the new regime to its 
advantage will depend on the locational 
advantage.^ India is able to provide This 
in lutn will depend on the government 
policy, owncrsliip advantages of intangible 
assets that the Indian enterprises possess 
and the inliastructuie facilities available 
lor netwoiking Ciovernment policy must 
concciiirnte on all three elements lo make 
the entcrpiiscs globally competitive 
The mam piovisions of the Wl'O ic- 
gimc will alter the global manufacturing 
and trading scene. The role ot MNEs in 
transferring technology, investments, and 
irtteinational trade will inciea.se In parti¬ 
cular mira-flrin trade is likely to expand. 
In specillc segments SM£.s will have a 
decisive advantage, while in certain other 


segments large corporations can play a 
better role. The large corporations should 
restructure themselve.s, vacate industnes 
where they are not likely to have an 
advantage, and consoiidatcin sectors where 
they have a tutuie. SMBs can play an 
useful role only if they arc allowed and 
encouraged to modernise their operations 
and provided facilities to net woilc. 

India IS not an important player in the 
global arena The Indian .share in both 
world exports and FDI inflows is less than 
1 per cent. With such an insignificant 
share India will enjoy very little power in 
iiinucncing WTO rules and regulatioas. 
Howcvci. being a member of gives 

India the most favoured nation status with 
all the other WTO members automati¬ 
cally II India leaves WTO it will hxse this 
.status instantaneously Hence, at the glo¬ 
bal level, the .strategy should be to 
stiengthen the multilalcial oiganisations 
and co-ordinatcindian activities with other 
less developed countries For instance, the 
developed countries, while, advocating 
tree trade in giMxls and si*i vices, have been 
intioducing restrictions with regard to trade 
in technology As seen in the earlier 
sections, they aie not willing to sell 
machinery and components embodying 
new technology to unrelated third paitics 
Ixss developi'd counli ics need loeampaign 
lor opening up of the technology market 
(o make the state of the art technology 
available to them Ia:s.s developed coun¬ 
tries sluiiild also campaign lor the removal 
oi restrictions lor import ol hi-tci h gcxxls 
and abolition of non-lanti harriers being 
erected by the dcvciopc'd countries 
Simultaneously, India should intiixluce 
several domestic reforms and create d..- 
nieslic institutions lo face the global 
challenge !n this context it is vital to 
pmmote venture capital Finns to cncour 
age and assist innovations in the SMEs 
This might icquire intnxluction of new 
laws and deletion ot out dated laws. .Since 
modernisation ol the SMEs .should be a 
ptionly, India should relax the restriction 
impo.scd on FDI in the small-scale sector 
In this context India can loam frem the 
experience of China and other cast Asian 
countries that have been succe.ssful n 
modernising their smaller units and mak¬ 
ing them global players 
In conclusion, this study has examined 
the empirical evidence relating to the 
lelationships between technology imports 
and innovative activities, impact of tech¬ 
nology imports and imiovative activities 
onexpoits, the influence of .strategic groups 
like MNEs and technology liceasees on 
trade, and the role of information tech¬ 
nology in the globalisation of small and 
medium firms. In addition, it has dis- 
cu.sscd the impact of the WTO regime on 
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the changes in the lutiue relationships 
between the technology and trade vari¬ 
ables examined in the earlier parts of the 
paper Since the W'fO regime is likely to 
drastically alter the world manufactunng 
and trading scene, less developed coun- 
Ines and India in particular, should for¬ 
mulate appnipnate strategies in order to 
benefit from the new regime, in this 
context, since India is not an impoitant 
player in the international trade and in¬ 
vestment arena, it is vital for India to co¬ 
ordinate with other developing countries 
and take a (oint stand in the world forums 
In this context, it is significant to note that 
while the WTO regime has liberalised 
trade in goods, it has not liberalised trade 
in technology On the other hand it has 
further restneted trade in technology 
Studies show that even m the case of hi- 
tech giHHls, most trade is restneted to 
iiuid film trade and very little trade takes 
place between unrelated parties Access 
to cuiieni technology through markets is 
by and large denied and the thini world 
countries should devise a strategy to 
lihcialisc the technology market In the 
case ol low tci h priKlucts also theie ate 
several linip holes in the cuinmt regime 
dial are taken advantage oi by the devel- 
opc’d countries to restrict imports Ironi the 
less developed countries Tlius while the 
e.u her regime did iu»t provide motivation 
foi Indian firms to miHleini.se. up-date 
tec hiioiogy and heeonic globally coni|K‘tt- 
ii ve. the Wro legiinc, while pioviding the 
right motivation could restrict technology 
and knowledge tiansicr ihiough the mat- 
kel to thud parties lliese restnc tive prac¬ 
tices go against the spirit of the WTO and 
It would be possible to altei them il the 
less developed countries bargain us a |oint 
front Simultaneously it is impoitant to 
introduce domestic relorms to make the 
domestic ccoiuiniic system more efficient 
and ptomole the globalisation of SMEs 
|An eailicr version m Ihc papei was presenled 
ai the intcinailonal syin|iiisiiiin on 'Science in 
.Society' oigamsed hy (he National Insiitute ol 
Advanced Studies, Bangalore under the auspices 
of UNESCO and D.ST government of India, 
lanuaty ’7 2‘>. IVW ) 
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Dynamics of Community Environmental 
Management in Howrah Slums 

Chandan Sengupta 

Howrah's slum communities have demonstrated a limited knack for managing their environment. But can 
they sustain even this modest effoi t The state and the civic body must help these c ommunities out by providing 
better basic amenities and mote Inclihood opportunities through a bottom-up proce.ss. 


CONCERN ovci ihc sustainabliiy ol i lUi". 
IS not new Yet the environment jI inipaii 
ot exploding populations in Asian iities 
expenneed hy the p<'K>Fer sections and the 
coping strategics the pcKir adopt in les 
ponse to the failure of top-down uihan 
environmental management by the state 
have remained among the least-icscars hod 
issues The interface hctacen urban 
poverty and environmental degradation is 
not an issue to be grasped at the slums or 
squatters level only Understanding it 
involves analysis of the broader urban 
context as well as the interrelations among 
various levels, the household, inter-housc- 
hold and communal exchange network 
levels the state, the intermediate sector of 
non-govcmmentalorganisations,ctc With 
this framework in mind the paper focuses 
on aspects of coinmunity environmental 
management in seleciud slum communi¬ 
ties in Howrah, an old city of commercial 
and industrial impoitance 

Urban Comi \t 

The literature on Howrah's urban life 
and living conditions is dominated by the 
view that the city has picdoininantly been 
a victim of neglect N'oselists, historians 
and administrators are unanimous m the 
opinion that, despite its S(K)-year-old 
history, arts and culture. Howrah was 
always given stcpmoiheily ueatment by 
the city builders. 

The noted Bengali novelist Sankar 
writes "As seen from the cosy ait «.on- 
ditioncd interiors of a multistoned build¬ 
ing on this side ot the over, old plants dot 
the skyline of Howrali on the other side 
The towenng chimneys on the other side 
of the Bhagiiathi (Hooghly nvci) aic mute 
testimony to their heydays. Now tnc 
chimneys hardly belch any smoke This 
is a good thing to hiive happened, as this 
has certainly made the li vesof the nouveau 
riche of Calcutta’s Alipore, Park Street, 
Esplanade and BBD Bag less stres.sful. This 
city of Howrah was once called a coohe 
town and often more affectionately, the 
Birmingham ot Bengal [Sankar, 1988]”. 
Later, the novelist .said in a personal inter¬ 
view that in any true .sense Howrah was* 
nothing short of the service pn vy of Calcutta 

292 


In the forcword to the hook ‘Howrah 
Civic Companion’ in 195.S. the then 
municipal administrator, A.sok Mitra, say.s 
"All that IS said in this book will rapidly, 
so one hopc.s, be a thing ol the past, 
because, dc.spitc the fact that Howrah is 
the second city of West Bengal and can 
hold her own against many major cities 
ol India, It has to be admitted that con¬ 
ditions ticre are deplorable How deplor¬ 
able they are does not immediately appear 
to the casual eye They appear in their full 
pniportions when, for example, there is a 
civil commotion of the fir.st magnitude, 
such as happened in the riots of March- 
April 1950 - which I had the pnvilege to 
quell in sollabotation with the army - or 
when one is actually administcnng Ihc 
municipal affairs from day to day, beset 
with despair, anguish, and yet enlivened 
hy tlic realisation that conditions cannot 
go worse and must now turn for the better". 

On the neglect of the city Mitra writes 
“Howiah has suffered from its pmximity 
to Calcutta Ihc affections of the govern¬ 
ment and ol our countrymen have been 
showered largely on Calcutta, and Howrah 
has lor long icceived .stepmotherly treat 
ment She is treated like a poor relation. 
She has a suburban hxik. parts of the city 
are almost rural She is .uncomfortable, 
congested and in many places filthy 

“Yet she can hoa.st a certain uniqueness 
which even Calculi a is denied. Every road, 
street, land and hylane hum.s with activity, 
organised activity In every place there is 
cither a large industry, or a factory, or a 
turning shop or a foundry or a lathe shop 
The workers are mostly young, optimi.stic 
and carefree In the midst of .so much 
squalor, the sight of so much organised 
industrial activity around oneself... can¬ 
not but impress and fill one with hope. It 
al films one’s tailh in the city’s future. 

“What IS more, the visitor is astonished 
at the bnlliant improvising skill and in- 
ventivenc.vs of the workers. In any other 
place, foi instance, where a lathe would 
not work without an expensive conveyor 
and transmission .system, a mere bicycle 
wheel IS danngly thrust into a most un¬ 
expected place, sla.shing down capital cost 
(Mitra 19.55-i-iv]. 


Tracing the histoncal roots of Howrah’s 
neglect A K Mukheijee says “the neglect 
started with the foundation of Calcutta 300 
years ago and has continued ever since. 
"But as a twin city claiming older hentage 
than the far more famous (or infamous) 
metnipolis of Calcutta, Howrah deserved 
a much better deal Unfortunately, even 
after Indpcndence the situation did not 
change" [Mukheijee 1992 ix-x). 

Historical accounts of the environmen¬ 
tal problems of Howrah clearly trace the 
origins of the dctcnorating enviionmcnt 
in Howtah to the formative years Toquote 
J Bonneijce, "the city developed over- 
.stcpping or out-stepping the .sanitary im^ 
provements In 1889 the .sanitary commis- 
.sioner. who inspected the city, remarked 
“of all the large municipalities of Bengal 
which I have inspeited, and I have in¬ 
spected nearly all of them, Howrah is 
without exception tne dirtiest. mu.si back¬ 
ward and badly managed municipality 1 
have ever seen ” 

In 1893 another sanitary commi.s.sion 
endorsed the above views; "Generally 
speaking the sanitaiy condition of the town 
of Howrah is most deplorable On every 
side one is met by violent breaches of 
ordinary hygienic laws. I have never in 
fact seen a town in such a dangerously 
insanitary condition and I should be very 
sorry to live in it myself* a judge sitting 
on the boundary commission in 194/ for 
the partition of Bengal expressed (his 
perception) that.. "Howrah was the dirti¬ 
est town” [Bonnerjee I9.55’32j 

By 1991 Howrah had a population of 
9 5 lakh Yet the decadal growth rate 
between 1981 and 1991 was 27 6 per cent, 
which was .significantly higher than not 
<mly the pre viou.« decade’s (1971 -1981) rate 
of 0 81 per cent but also Calcutta's growth 
rate of 7.10 per cent during 1981-1991. 

One of the majoi consequences of 
population growth in a city of a capitalist 
developing economy is the simultaneous 
growthoflow-income population. In 1990 
about 4.68 lakh persoms, or 52 per cem 
of Howrah's populauon, lived in slums 
(CMDA, 1990). Data on the total slum 
(‘basti’) population during census years 
are not available. An e.stimatc bas^ on 
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a sample survey conducted in 1948>49 
there were 560 slum huts in Howrah and 
71,478 people living in those huts. The 
share of the ba.sU population in the total 
population of 1951 was about l6pcrcenL 
According to a survey conducted by the 
Calcutta Metropolitan Planning 
Organisation (CMPO) in 1964-65, Howrah 
had a basti population of about 1 K6 lakh, 
or 33 per cent of the estimated population 
in 1965 ICMPO 1967 16]. 

A comparison of slum population be¬ 
tween the carlie.st (1951) and the latest 
(1991) census years reveals that whereas 
the city's general population doubled 
during the 40-year periixl, iLs slum popu¬ 
lation grew seventokl. 

Howrah, like any mcga-city in Asia, has 
been facing environmental problems af¬ 
fecting air, water and sanitation The 
conditions of these key areas arc as fol¬ 
lows. 

(1) Air. Recent data on the annual mean 
value of tipee primary pollutants - sus¬ 
pended particulate matter (SPM). nitrogen 
oxides (NOx) and sulphur dioxide (SO,) 
- in industrial and commercial aicas ot 
llowiah show that these pollutants arc 
much above the aceepiabic levels in terms 
of the national ambient ait quality .stan¬ 
dards applicable 'I'heie is also a growing 
tieiid in the coneenttations ot all these 
pollutants The values of NO^ and SO, in 
.selected Howrah areas aa* comparable to 
those in industrial Uk ations of Calcutta, 
which IS much laigei than llowiah 
((’liMSAP, 1995] The Central Pollution 
Control Board has lecently identified 
Howrah as one of the 18 high-pollution 
aicas in the country based on the fre¬ 
quency ot public complaints [Sharma 
1993]. 

Polluted ail gives rise to numeniu.s 
airborne dtsea.ses particularly re.spiraU)ry 
ailments The extent of air pollution is 
evident from the prevalence of rc.spiratory 
infections in Howrah. In l99l,iespiratofy 
infection was found to be one of the major 
killer diseases prevalent in the city. While 
circulatory di.seases have been respon¬ 
sible for most of the deaths due to illness 
in Howrah of late, the prevalence of air¬ 
borne disea.se.s remains high in the basti 
areas 

(2) Water; The water supply was aug¬ 
mented in 1962 through the tapping of 
gmundwater sources. In 1981-82 the 
groundwater .sources were expanded with 
the addition of large-diamctcr tube wells 
The Padmapukur jola sui face water treat¬ 
ment plant which was commis.sioncd in 
the mid-eighties, is at present the mam 
water .supply source in the Howrah Mu¬ 
nicipal Corporation (HMC) area. The 


current official figures do not show any 
gap between water supply and demand in 
Howrah. In fact, the water supply in 
Howrah is slightly more than the demand 
-162 litres per ciqnta per day (iped) against 
the demand of 160 Iped [HMC 1996]. 

These figures do not leflect the a.spect 
of unequal access to water or the water 
ensis in the slum ai cas Analysis of a water 
survey conducted in wards .30, 31 and 36 
within the HMC' aiea show.« that the 
pressure on water supply is worst in the 
basti areas of ward 36 The average per 
capita water consumption varies across 
wards While the per capita consumption 
in the bastis ot ward 36 is 21 Iped, the 
corresponding figircs tor the bastis of the 
wards 31 and 30 arc 20 and 21. respec¬ 
tively ICalcutta Hnviionniental Manage¬ 
ment Strategy and Action Plan 1996] 
Very little is known about morbidity and 
mortality patterns resulting from 
waterborne diseases among the general 
population ol Howiah However, surveys 
on the environmental health indicauirs for 
the city show that people often .suffer from 
diarrhoea, dysentery and other gastio- 
cntcritic diseases l.\rca Focus Study 1996] 

(3) Sanitation The condition of sanita¬ 
tion in Howrah is appalling Only 5.5 km 
of ihe total aa'a ol 61.5 sq km and only 
8 percent of the hital population arc covered 
by the underground .sewerage system 
Aiound 68 per cent of the population have 
on-sitc sanitation facilities with .septic 
tanks, wells and two-pit latnnes The rest 
arc dependent on service privies, 'fhe total 
length of the underground drains is 55 km 
Open drains in Howrah are 4(X) km long 
[HMC 1996, Institute of Local Govern¬ 
ment and I irban Studies, 19%]. llncleancd 
drains, gutters overflowing with the out¬ 
flow from septic tanks, faecal contamina¬ 
tion from .service pnvies are common en¬ 
vironmental ha/aids in slum communi¬ 
ties, and Howrah is no exception. 

In many slums the drains are open and 
arc not cleaned regularly by the munici¬ 
pality. The situation is at its worst during 
the monsoon A couple of years ago the 
drains became .so clogged that the flood 
water remained in many homes for three 
days, rc.sulting in a number of cholera 
deaths [CEM.SAP 1995]. A related area 
of concern about sanitation is the disposal 
of solid wa-stes The citv of Howrah gen¬ 
erates 580 gni pci capita domestic solid 
wa.stcs The total quantity of daily solid 
wa.stc of the city is 557 tonnes [CEMS AP 
1995]. 

No reliable data on tlic collection of 
.solid waste in Howrah is available The 
dispo.sal is earned out only through dump¬ 
ing. In slum areas heaps of uncollected 


garbage are par for the course. In the 
absence of regular removal, garbage 
thrown into the drains chokes them. 
Uncleaned garbage sites arc ideal breed¬ 
ing grounds tor mosquitoes and other 
insets. 

COMMt INI IV InVOI VI MI.N1 

The nine llowiah slums covered by this 
study are typical of uiban low-income 
habitations in Asia.' Varying in si/c. ethnic 
composition land tenure and home owner¬ 
ship, they are old enough to manifest clearly 
the poverty-environment nexus in an urban 
context. 11ie vaned nature ol the inhabit¬ 
ants’ iKCupalions reflects different modes 
of alliK-ation ot labour and different in¬ 
come-generating strategics As not many 
of them arc employed by the organised 
.sector, the piHir in Indian cities eke out 
a li velihiKNl Irom whatever is available in 
the fragmented urban labour market The 
occupations in the nine communities range 
from |ute mill labour, ca.suai daily labour 
and rickshaw-pulling to small business 
and petty clerkships in government of¬ 
fices Very often the persona) and social 
characteristics of household members 
influence the choice of (wciipation The 
factors of age, sex, religion and caste 
contribute greatly to the varied nature of 
occupations among the pour 
The available data .show that the median 
per capita monthly expenditure for all the 
nine 'ba.slis’ isRs 325. The figure is higher 
than the Planning Commission's povcity 
line estimate of Rs 247 for urban We,st 
Bengal in 1993-94 - the latest available 
However, about one-third of the total 
population of (he nine bastis spend less 
than Rs 247 a month and arc thus below 
the poverty line 

An elitist or middle-class perspective of 
environmental problem usually includes 
air pollution, problems affecting (he bio¬ 
sphere and other pmblems icsulting from 
man's interaction with nature In sharp 
contrast, the overwhelming majority in ill 
the nine basti communities defined and 
peiceivcd the environmental problem in 

Tami A Basti Ri-siwnis’ Dhinhion «• 

EnVIKONMI NTAI PlumUiM 

Phy&uical Aspects SiKial Aspects 

Heaps ot garbage Open sale aiiddrinking 
of liquor 

Uncleaned drams l.(Kai goons, depiedaiions 
Picniy of inosquotirs. IndtflcrcM aintudr lo 
flies andworms lonimunity environment 
Overflowing gutters (iovernment apathy 
Lack ot proper 

latnnes Imcniploynient 

Inadequate water 
supply 

Poor slreel lighling 
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lerms uf unhygienic physical surround¬ 
ings and lack of basic services such as 
saniiatiun and water supply. Some have 
identified the delcnorating social environ¬ 
ment as the major problem. Among the 
niajor social problems, drinking and hixili- 
ganism by liK-al rowdies are the ones tiiat 
concern most re.sidcnls fTablc A). 

The responses .suggest that what the 
slum-dwellers w'ant is nut stneter pollu¬ 
tion control, measures to prcsers'c the eco¬ 
logical balance and so on but legular 
removal oi accumulated garbage and 
adequate water supply and toilet f aeilities 

Within the communitj en\iioiimeiiial 
management begins in the household 
followed by the intcr-household neiwoik 
and the community oiganisation So lai 
as environmental rnaiiagemeni in pooret 
hou.seholds is concerned, the survival 
.strategics arc incxtmably linked to the 
failuie ot the market l<> address the issues 
ut poverty and cnviionmental degrada¬ 
tion III the absence ol adequate state 
attention to the quc.stion ol access to haste 
services, the low-mcomccommunities arc 
in constant sliuggle to ptHil and allocate 
then latxiur time and icsourccs for man¬ 
aging life 

In the selected basiis of Howrah people 
.spend considciabic amounts of time, 
energy and money pci forming household 
tasks ino.si of which ate in effect environ¬ 
mental tusks ll was reported that in some 
10 households m these basiis. even the 
expenditure on kerosene, wood and coal 
was higher than some households’ expen- 
dituie on gas Most liou.sehulds in all the 
bastis devote lOio 1.^ per cent of their total 
monthly expenditure lo luci Household 
expenditure on sanitation is only about 
Rs .S to Ks 10 a month, hut what is signi¬ 
ficant IS the fact that the contributions are 
used for a common lausi* cleaning the 
community latrine and sweeping the area 
C'ollecting watci and lucI also consumes 
time and effoit 

The main household enviionmental 
functions include the collection and stor¬ 
age of water, the collection and use ot fuel 
for ccKikmg and healing, washing, clean 
mg and swc-cping In most cases it is the 
women wlx' carry out these tasks In some 
cases howes'cr, men assist women in 
variou.s activilie<. 

The respoases to specific environmen¬ 
tal problems facing the households range 
from the adoption of proper preventive 
mea.suresto do nothing' positions Analy¬ 
sts ot the environmental practice scores 
achieved by the households of all the 
communities under .study shows that seven 
of the basils have adopted environmental 
practices of a faii.y high standard. 


In order to understand and explain the 
different standards of environmental prac¬ 
tices prevailing in different households, a 
cross-tabulation of environmental prac¬ 
tices by .several factors was undertaken. 
'I'hese factors included household expen¬ 
diture level as an indicator of household 
economy, stability of the household, house- 
Ixiid si/e and type, the communal exchange 
nctwoik, the intra-household divcsion of 
labour, and women's participation in com¬ 
munity pioiect and their decision-making 
power within the household and caste 
From statistical analysis it appears that 
while in one of the ba.stis there is a .sta¬ 
tistically sigmncant positive relationship 
between household expenditure and the 
standard ol environmental management 
practices in two communities - one a 
piedominantly Muslim one and anothci 
a mixed one. the relation.ship between 
household expenditure and environmen¬ 
tal practices is negative This suggests that 
environmental management practices 
are belter in .some ol the lowci-expendi¬ 
ture groups in some basiis and that some 
p«x)a*r households usually make use uf 
tniiuial assistance and co-operation foi 
colleclivcly managing their environment 
1 n most basil s large households have shi>wn 
hcttei emiionmcntal practices 
Tlic environmental management prac¬ 
tices at the household level have indicated 
some as.sociation with the stability of the 
households, the communal exchange nct¬ 
woik, menihcrship of community organi¬ 
sations, the extent ot women's panicipation 
in community development activities. 


women's decision-making power within 
the househoid and tlw intra-househoid 
division of labour.^ Lower-caste house¬ 
holds and nuclear-family ones have also 
shown better environmental management 
practices However, the significance of 
the association of environmental manage¬ 
ment practices with these household char- 
actenslics could not be statistically tested. 

Inier-household reciprocity and mutual 
assistance among poorer communities are 
essential .ingredients uf community fife 
Despite their intra-household difTiculties 
and coastrainis pour households in cities 
constantly interact with each other, and 
this relationship is based on mutual assis¬ 
tance and dependence in several matters. 
The neighbours in a community usually 
interact during socio-cuitural Unctions, 
on community problems and at times, when 
one or more ot them is in need of help 

The community-based - organisations 
(CBOs) confine thcncseivcs to cultural and 
.m'lal functions, though occasionally they 
undertake community cleaning activities 
The only CBO which has some organi¬ 
sational base in the atca derives its strength 
more from the patronage of a local politi¬ 
cal party than from the community 

OiHiR ArioRs 

Apart from the community, the house¬ 
holds and the ntcr-household network, 
there are external agencies influencing 
community-ha.sed environmental manage¬ 
ment. They include non-government 
organisations (NGOs), privalc-.scclor .ser¬ 
vices. government (national, subnationai 


B InTIR-HoIISIIKH I> EnVIRONMCNTAI -MaNAIiEiMI-NT Ni IWURk 


Key IZnviionnicntal 

Description ut Current 

Areas 

Piactices 

W,ilcr 

Help neighbours in waiei Lollecliun 

('ontiibution iiiuney lor lepair luid maintenance of taps and tubewcils 
Dnderiakc collective action to pressure authoritics/paiitics conremed 

Waste Disposal 

Somctiincs eontnhiiie money, especially duiing festivals to hire worker lo 
clean the place 

Sharing of vai lo dispose of household waste 

.Sanitation 

Share latnnes 

Coiiiiibute money to hue worker to keep latrine/piivy clean 

Contribute money lo convert service pnvy to septic privy 

Coninbute money lu repair common pnvy 

Colleciive action to pressure authority 

Drainage 

Conlnhute nxiney lo hue woiker to keep dram clean, especially during rainy 
season 

Clean dram through own etfoits 

Supervise ctcuning work done by the HMC conservancy worker 

Act colleclivcly to pressure HMC for tegulor/beuct service 

All 

Complain against defauiling agency to the authonty 

Pressurise emng household to keep the chulha outside 

Pe.st 

Contribute money to meet payment to the HMC worker to spray repellents 
Complain to the HMC 
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and local) and international donor agen¬ 
cies. Unlike in oth« Indian cities, non- 
govemmental organisations in Howrah 
have not yet significantly addressed the 
issue of poverty and environmeiM. The 
private sector has done nothing so far to 
improve environmental conditions in the 
bastis of the city. 

On the other hand an international donor 
agency, the Overseas Development Ad¬ 
ministration (ODA of the UK ha.<> pni- 
vided techmcal assistance to a pilot project 
on community based environmental man¬ 
agement under the CatcuHa Environmen¬ 
tal Management Strategy and Action Plan 
(CHMS AP). One of the major constraints 
is that the international assistance to the 
Howrah pilot project is tailored to a spe¬ 
cific time-frame, within which it is diffi¬ 
cult to esamine the sustainability and 
replicability of the project 

Tlic HMC has no power to control land 
use under the Town and Crountry Planning 
Act. Although the HMC Act of 1980 is 
meant to provide tor the adoption ol ad¬ 
equate measures for the protection of the 
envir inment and the control of pollution, 
the corporation does not have any statu- 
hiiy power vis-a-vis scvci al laws addressed 
specifically to pnllnlion control Mon*- 
uver. It docs not seem to have any elfecti vc 
interaction with the stale pollution control 
hoard Moicover, the HMC does not have 
adequate staff fot environincntal surveil¬ 
lance and control 

The local environmental problems tor 
the tackling of which the local body is the 
responsible agency include factoiies in 
residential arca.v waterlogging and floods 
and the misuse and abuse ol parks and 
public places The HMC has been accused 
Ol inaction m environmental services, and 
a ca.se against the alleged inaction has 
been filed by an enviionmental group 

Barring some infrastructural develop¬ 
ment progiammcs in selected pockets, the 
HMC has not made any noticeable inter¬ 
vention in the area of community environ¬ 
mental management. The Howrah Bash 
Improvement Programme (HBIP) has been 
modelled on the Calcutta Bash Improve¬ 
ment Programme which provides, desidcs, 
general improvement of slums, program¬ 
mes for the clearance of selected basti 
pockets. Like its Calcutta counterpart, 
HBIP is essentially service-driven in that 
It is de.signed to provide for water supply, 
community facilities for bathing, sanitary 
.sewage, sanitary latnncs, drainage sys¬ 
tems, pavements, street lighting and the 
iiiling of tanks. 

Many of,the proposed improvement 
programmes were actually undertaken 
under Calcutta Urban Development Pro¬ 


gramme (CUDP) with World Bank assis¬ 
tance. As on March 1990 a dum popu¬ 
lation of about 4.1 lakh was covert and 
expenditure amounting to Rs 9.11 crore 
was incurred (Calcutta Metropolition 
Developmoit Authority 1990]. Hnwevo-, 
a scrutiny of the .schemes that have been 
covered under the basti improvement 
programme up to 1990 in the light of the 
basti situation desetihed by the respon¬ 
dents to the present survey reveals con- 
.sistent inadequacy and h^haxard imple¬ 
mentation of these sl hemes in several bash 
locations. 

Much depends on the financial strength 
of the municipal body concerned In India, 
the ‘no funds’ scen.irio has been common 
in most local bodies T'hc HMC’s financial 
position has been .it an all-time low and 
it has nol yet demonstrated any capacity 
for improvement No recent data on the 
HMC’s expendituic on environmental 
programmes ate available, hut earlier lig- 
ures indicate iliai ihe shares of conser¬ 
vancy and watei supply in the total allo¬ 
cations out of revenue budgets hctweim 
19KS and 1990 had ileelinod and that the 
increase in the allot ation for .sanitation 


and drainage during the period was mar¬ 
ginal 

In 1989-90, for example. 27.09 per cent 
of the total revenue budget was allocated 
for the conservancy department as against 
30.19 percent in 1985-86 The allocation 
for water supply was 12.78 per cent in 
1989-90, while during 1985-86 it was 
12 85 per cent The percentage allocation 
for drainage and sanitation has risen 
marginally - from 12 04 per cent in 
1985-86 to 12 34 pei cent in 1989 90 
[Government ol West Bengal 1993] 

CONCLI’.SIONS 

The issue of urban conimunity-hascd 
environmental improvement is linked to 
the wider question of poverty and the 
tclaied i.ssue of the powcrlessness and lack 
of entitlement to basic services ol the piKir 
The degraded living conditions ol the (xhii 
arc reinlorced by six'tal and pliysical 
vultierahility in terms of caste, ethnicity, 
gendet, mental and physical dcsahility, 
ageing and prohlcins relating to children. 

It has been obseivcd in the context nl 
Howiali that notwithstanding the slum- 
dwcllcis' basic problems ot uncmploy- 


rsmi (' Howrah Basti Improvsmini (’rockammi Ihkirv ANiiPKAerui 


('alcutta Metmp<ilii,in Pl.iiimng Organisation .Suhemes 
Lovemi by the haslt impmveincnl programnw up tu IWO 

Water System 

1 n pniviiie an a(lc()uatc supply of elcan and sate water 
for the daily needs ot basti residents Where hulk water 
supply IS. or will bt available the waici system will 
consist of distribution facilities only fn other places 
lubcwells an; pioposc*d One water lap toi about UK) 
persons would he itu.' norm 

Cominunily baths 

- At the rate of two baths for every 100 persons The 
designs will be simple in onicr to iiiiniinisc maintenance 
and yet alford piivacy 

.Sanitary scweiage system 

- Including nccussaiy sewers and appurtenances 

Sanitary lainnes 

• Pour per 100 people being the norm to provide 
approximately one latrine for each hut in n basti Two or 
four lainnes will be placed in appropriate structures so 
located that maviinuiii accessibility will be afforded Ail 
service pnvics will he demolished 

Drainage Syslein 

- including inleis lo collect storm oi ram water Thus 
damage to siructurrs due lo frequent flooding will be 
prevented and the insanitary conditions dunng monsoons 
eliminoied 


Existing situation desenbed by the present 
survey and area focus study respondents 

WalcT supply irom tnMnuipal tiips is 
grossly inadequate In many are.ts there 
are about taps and two working 
lubcwells tor 1.5(K) households 


No pnvacy in any bathing place 


Drains remain duty foi months, breed 
mosquitoes and flies 

Acute problems ot toiUts laced !>> 
children and women About 7(K)-8IW 
persons share two lainnes Children 
dclecnle on drams oi on the road Men 
often go to secluded places 

Month after month drains •»« lull nl 
gutter wdtci No alicinpts tu clc.'<n 
Mosquitoes and flics everywhere 


Pavements 

- To suppleinenl Ihe storm drainage system and pmvtde and dirty 
safe clean paths whc>c not existing 


Drains arc overflow ing. toads ,ue flooded 


Street lighting 

- At regular intervals and. where walkways cross, for the 
safely and convenience of the residents 


Roads are dark, street lights do not work 
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nicnt. poverty and poor access to haste 
services they arc in relentless struggle to 
cope with envininmcnlal stress and have 
the potential lo manage their envitonmeiit 
in limited ways However, as the condi¬ 
tions aie likely lo delenoialc further as a 
icsiilt ol gniwih of population, among 
other lailors. it is doubtful if the ptxii will 
he able lo make use of their potential m 
a sustained manner. 

Hie mam constraints and dismcenioes 
to iinpioved environmental praiiues in 
the basils arc unemployment and estieme 
poverly. large heterogeneous (omiiuini- 
lies ahsenee of teniiiial llg)ll^ lo huso 
land, laeilities ol a standaid l.ir below an 
acceptable nimimum even in the reci'g 
nised slums and ahst iice ol an esternal 
support organisation, .in NGCl These are 
the mam structural > onstraiiUs that are 
beyond the lapai itv ot tin hast] residents 
to mitigate I'lonithei.oninuinit) side, the 
ina|i)i sonsiramts to hcitei enMionincnial 
management pt act ices meliide absence ol 
tommiiiKil ixcli.ingc networks, weak 
conunumts b.ised co-operative institu¬ 
tions. unequal doision ot lahoui within 
the household, with woineti lacking any 
decision-making powei. the ptescnio ol 
|xilitical vested mieiests .ind relatively 
short duration ol residence 

The ixmI eh.illeiige ol ensironinenial 
improvemenl in ha.stis lies in the amelio¬ 
ration ot .some of the stmctural con.straints 
by the state The state considers commu 
nilics receivers of goveinment seivicss 
without showing any intetcsi in the 
muhilisalion ol communtty teso'iiees lot 
the sustainable uv* ol the servn.es hrom 
another pcrspes'ti ve, there is a limit to w hat 
can legitimately be expected ftomtliei om 
miinity, lor (he hittden ol etiviionnienliil 
inipiovenicnt .should not be shilled on to 
the poor - who, in the ultimate analysis, 
live in degradcii enviionmeiil bt'cause they 
are poor 

The overwhelming majority ot the 
Howiah basil icspondcnls have held the 
total coipoialion answerable lot their 
degraded living tondilion.s That such 
judgments amount to an objective assess¬ 
ment ol the situation on the ground is 
evident from the last that the services 
piovidcd in the hasiis arc gKxssly inad¬ 
equate The prcsiiiig requirement for 
sisstainahle enviionmental improvement 
at the community level is the piovision of 
basic services and (tie enhanccineiil of 
tivclihood opportunities thnnigh a hc- 
tnm-iipprtKessof community oigamsalion 
building The pmcess of community 
building however, requires an understand¬ 
ing of community dynainics and structure 
in a given context 


Notes 

t The stuilv IS based on a lepoit on poverty and 
urban cn\ iionnient pFeparedunderlhc Calcutta 
nnvminiiiental Management Strategy and 
Ai lion Plan a West Bengal goveinment protect 
assisted bv t)l)A, UK. The suivey for the 
study (.tneitd 6flU bosti tsluin) households 
seketed on a 5 pci cent sample basis from three 
HMt waids The households have been 
sclciiid randiiiiily through lenlaiemeiit 

2 rnmmunal exchange networks wen; evaluated 
nil a lout point scale (0-3) tnnsirusied out of 
Household responses to membership to cotn- 
iiiunil} org.uiisanons. joint cleaning drives 
and allcndante al cninmuiiily meetings The 
scope tor women being consulted on 
community environmental management wa.s 
measured on a similar scale rt)-3) constiucicd 
oul ot household responsi-s to the question ot 
whethei women in ihc community ore consulted 
on env'ionmeiUal activities related to site 
silcviinn for lubcwefl instanation, toilet 
Loiisliuttion and waste disposal The decision 
iii,ikiiig powci ol women w.is measured on a 
tour ,101111 scale (0-3) coiisiniited out ol (Ik* 
ic".|Minses on women's decision m,iking powei 
in ihi' areas of environmental improveim-nl, 
ihildien’s education, niainages of .sons and 
daiii’liicis. niaiur investinenis and social 
luiKiiiins The J.spccls ol inira-houschold 
dl\l^llln III lahoui was iiwasuied on a similar 
sc.ile ciMistructed oul nl scoied responses, 
hiyl'Oi scotes heing given 10 respondents 
pc I loriiiing tasks that are not tradiiionaily fixed 
lor rheiii like men doing the ciKiking or 
iisikiiig .iltci the childien 
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Cultural Politics of Fire 

RaUia Kapur 


IN ‘Mirror Politics: 'Fire', Hindutva and 
Indian Culture’ {EPW, Match 6-13) Mary 
John andTejaswini Niranjana, have finally 
provided us with an opportunity to debate 
the content of the film ‘Fire’ The article 
has shifted the focus from the story of 
‘Fire’ and providing an unconditional 
defence of the film against the efforts by 
the mobsot the Hindu right to suppress its 
screening altogether, to the story in ’Firc’ 
The general thesis of the authors is that 
‘Fire’ can and was read as a film in which 
liberation or female emancipation appeamd 
to reside solely in the cxeicise ol sexual 
choice or preference The authors state 
quite boldly at the outset of ihcir essay that 
the film represents “patriarchy as being 
I ounded on the denial ol female sexuality". 
Implicit in then reading is the suggestion 
that the film comes back to a radical 
lemini.st position that views sexual fmedom 
as the imal goal ol the feminist libciatory 
project The argument at least the way in 
which 1 have undet stood it, is that ‘Fire’ 
in Its repre.seiitatiun, is sending a message 
that the leminist pio|cct can be ac¬ 
complished thiough the recognition, 
excrci.se, and respect I or sexual choic e and 
preference. The authois state that ‘Uiie’ 
ends up “aiguing that the .succc.s.stul 
assertion of sexual choice is not only a 
necessaiy but also a sufficient condition 
- indeed the .sole criterion - loi the 
emancipation ol women” 

Although their position reflccls one ol 
the ways in which to read the film, I am 
not pensuaded that this is the obvious 
nie.s.sage of the him lor .several teasons 
I do not think the film focuses on the i.s.suc 
ol ‘patriarchy’ - a term that has been 
critiqued by many leminists as an 
ahistoiical, universal concept that has little 
explanatory' value The term docs little to 
elucidate the cultural and historically 
specilic context ol women's lives '['he 
authors leave the concept uninterrogated 
and appear to accept its legitimacy in their 
subsequent statement that "'.'ontiol ol 
lemalc sexuality is suiely one of the 
ideological planks on which patriarchy 
rests" In my view the film tries to situate 
Itself very much in a specific cultural 
context and a familial location involving 
a middle class Hindu joint family-whclhci 
fantastical or real seems irrelevant This 
IS the context as it exists in the imagination 
of a fim genciation Indian immigrant to 
Canada. In this complex .setting, 1 do not 


see the film as making any claim to .simple 
umversal truths oi notions about the cause 
of women’s oppiession In fact, one of the 
problems I had with the filni is its effort 
to address far too many issues - family, 
sexuality, culture, ii adition, consent, duty, 
scnptua’.s, history and naire. I would further 
argue that the film does not make an 
unequivocal stalenient about .sexual cIkiicc 
In fact, the film ends ambiguously - we 
learn of both the pleasums and persecu¬ 
tions that result fivnii being involved in a 
le.sbian lelationship with one’s sistei-in¬ 
law in a |oini Hindu family I do not sev 
the filmdeclaimg that the assertion of 
sexual choice or nnne spi'L if ically. lesbian 
choice, leads to the unfettered liberation 
ol all women 

John and Niraniana appeal to analyse 
the film in teiins ol w hat if has to say about 
feminist pohtiis M> leading ol the film 
IS mfotmed l>> what it has to say alniut 
normative airaiigements, .sexual and 
cultural, against the b.ickdrop of the ever 
prv'sent Hindu right 1 am less conLcmcd 
v. ith the possihl.* message of the direstoi, 
Ueepa Mehta who in any case has 
disavowed the tilm as a lc.sbian film las 
the vviitcis themselves point out). I am 
mote intciesied in examining the tensions 
set up within a pnnt Hindu family house 
holdarcHiiulahioadaitay of i.ssues,ranging 
Irom spiiitual salvation to .sexual itans- 
gression IVihaps we may not actually be 
in disagreemeni with one anu>hei as much 
as examining the film from veiy different 
angles 1 also think it is crucial to situate 
the film within the cultural wats that aie 
taking place in the legal domain and 
el.scwhcri' aiotind what constitutes Hindu 
culture Fveii if the a.ssault on the right 
to free expression has subsided, the Hindu 
right has not It is a very significant playei 
in the euluiial wars and quite oiten 
deierinines lai least these days) the 
outvomes ot these struggles 

Pi I ASl K1 OK ProSI I S IISMIII.S’’ 

Altei \cais we aetually have the 
lepie.sentalion oi lemale sexual plcasuie 
on screen in this instance lesbian rather 
than heleiosexiial plea.surc I am weaiy ol 
the unabated icpn'sentation of lemale 
sexual violciKC on screen (even when it 
secnr.s to ni.tke a pohtical .siaicniciit as say 
in the ‘Bandit tjucen’) We have waited 
endlessly lor a least one complete repm- 
sentation of a healthy sexual rclalionship 


_ DISCUSSION 

m Hindi cinema, a representation from 
which Indian audiences have been so 
zealously pmtecied not least of all, by the 
cen.«or Iniai d So my pnmary concern with 
John and Niranj,xiia‘s ctitique of the film 
IS that why docs it start lioin a position 
that challenges that very lepresentation? 

Is It bccau.se it is a repiesimtation of a 
lesbian relalionship‘’ I am suie this would 
not be the automatic' as.suiiiptton made 
about films such as ‘Aa.stha' - ih.u is, the 
ciitique of It would not pnKced tiom the 
assumption that the film was reducing 
female emancipation to sexual choice, in 
this instance, .sex works as an aftemative 
to marriage Anyone who saw' Basu 
Bhattacharya’s film would probably pick 
up on the ambiguity of Rckha’s decision, 
the seductive heroine in the film, 'he vamp 
m apron stiings .So why is it assumed that 
a tilinlike ‘Fiie’ .sets out tomakeasiatement 
about I emalc liberation through the pi ojcct 
ot lesbian pioselytisalion’’ 

I laving said that the film ledui eslcmalc 
emancipation to sexual preterence, the 
writers go on to say, somewhat con¬ 
tradictorily, (hat the I dm reduces lemale 
emancipatioii to breaking free from the 
oppiessivc Hindu joint family anangc- 
mcni 11ic auihoi s aigue that the reduction 
ot a woman to hei body t;. .tccompanied 
“by the equation of patiiarchy with Indian 
I uliure and tiadilion. epitomised by the 
impiisonment ot Radha and Sila' within 
the coniines ot the Hindu joint family" 
rhey quote Deepa Mehta's woids that the 
cuhiiiul iiansloimatton in India is twing 
losteied tmiii the outside, by global 
isalion' John and Niian|ana provide an 
import.int insight by examining the wav 
in w Inch Deepa Mehta's position is set up 
in opposit ion to the H i ntlu right Tlie Hi mlu 
rigfit by ptolostmg the Him is seeking to 
tescue Indian tiadiiion ftum the very 
c'oniamination that Melila toiuends has 
been a libi'ialing loice Bui once again 
I think that the lepiescntation of culiutc 
in the him lielies both lXvp.i Mehta’s 
jnthoughiful position on Indian tulluie, 
and tiadition as well .'is the Hindu lights 
position It is mueh moie complex th.in 
IS being given credit lot 
Once again, I am intrigued why the 
authors have insetted the woid p.itiiaii h\ 
into the SCI ipt and toad the film as i qualing 
Indian culture with this palnaishy hven 
it tliaf IS the directors iiuention why aie 
(he authois accepting her position' It the 
director's intentions are not iclevanl to the 
leading of the film as being alnnit loiule 
libcialion through sexual ihoiic lus the 
authors point out. according to Mehta tfie 
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fi Im I s about loneli ness and not lesbiimism) 
then why is it relevant here'^ 'ITiere may 
be some consensus that Deepa Mchtha is 
possibly the worst spokesperson for/ 
proniotei of iici film But her position 
should not determine our positions on or 
our reatling of the film 

In any case, it is not obvious to me (even 
if II IS to Deepa Mehta) that the tians- 
tormation of this tradition can only tome 
about as a result of ouiside forces, such 
as globalisation In fact, I think Mhiie' 
represents how culture is confused, 
contradictory and uneven It is is itliin the 
cultural space of the Mindu joint family 
that the relationship between the women 
develops, where 'Hindu' tales and stones 
ptovide Mtindu with fodder loi his 
fantasies, in partieulai. .ilxiui the possibility 
of winning Kadlia's heart Hindi popular 
culture provides the s|\u.e lor the girls to 
dance awa) in drag beloie their mute 
niolhei-in-law. who is clearly amused by 
then performance It is within this very 
Lulluial space that Jatin sells porn and al.so 
has an estra-maiital relationship Indeed 
the onl> (H'lsoii in the sciipt who apjK'ars 
to bc'lies e that tlieie is cme big happy joint 
Hindu fainils that there exists a umtorm 
static notion ol culture, is Ashok .Sitting 
with his utterly desiant family in l.odhi 
gaidens he states ‘I'l.i lucky to have such 
a good family' Recall, that it is at this very 
moment when Siia giasps Rudha's feet 
and in hei chataeleiistieally .sensuous 
maiinei begins to caiess them 

Sl'AC I S Ol Ri MS I \M I \Nl) A<il M s 

The authois contend that the entite 
narratis e is set in motion by the "negative, 
even traumatic, sexual expeiiences ol the 
twosisieis III lawinilieiiiespeeiivemanlal 
relationships” and that the sjiei taloi is lelt 
with an ovcT.ill serea.* ol sexual xictimis- 
alion The.sloty of \ ictimis.ition is hardly 
unusual in Indian films, at least in tenns 
ol the mam narrative. Yet lliete ate mans 
significant moments ol agency in the tilm 
that lequire luriliei attention. .Sita'sageiicy 
IS more sigmticant that the authois aie 
willing to concc'de .She displays agency 
that IS cjuite independent liom hei 
experience with latin When Kadh.i seeks 
to eoinlort her and st.ites that exeis thing 
will be ilrighi (N-iween Sita .ind I.ilini 
.Sila quite clearly states th.it thut is not the 
ptobleni At which point she plants hei 
Inst kis.s on Radha's lips I do not .igicv 
that the film is making an unambiguous 
staieniem that the women lall in!> a lesbian 
relatioiiship as a lesiilt of bad maniages, 
which IS the w.iy mans lex iews have read 
II Muiidii was iheie loi the l.iking - he 
w'.is leads and willi..}. if only Radha had 
made the fust oveiluie' 


Of course, at this point, some may argue 
that It would be unacceptable for Radha 
to have a relationship with .someone of 
another class Then of «Hirse, we need to 
analyse why The pomt I want to make is 
that It IS not )u.st because the two women 
had bad .sex with men that they turn to one 
another In my rather generous reading of 
(he ti Im, ol iryiiig to give the f i Im a mcani ng 
in the bioader public space that I think 
would be politically advantageous. 1 .see 
a lelalionship emerge between them that 
isnotjustoncof puredcfault Perhaps this 
IS iIh* naist significant difference ol opinion 
1 have with the authors' reading of the 
seiipt 

Lx en when the authors acknowledge the 
agency ot at least the mam protagonists, 
they aigiic that their agency and the right 
to their sexuality is vilified against the 
sexual expression of Miindu. the .seivant 
But I <>ni not persuaded that is in tael what 
happens Indeed, both Mundu and Jalin 
aie (hastised and foacd to go through 
‘spiniiial healing' and latin's tape's linm 
the video store are also confiscated The 
men aie tedeemed and brought hack into 
the taiiiily thiough spiritual counselling 
.iiiJ tvmg compelled to watch a bad copy 
ot the Kamayan on the video I'he actual 
(■■jc'ciion ol Mundu happens not when he 
IS I hjs'.isect loi masturbating in front of 
the teh'vision and the old mother, but 
when h-' leveals the ‘hanky-panky’ of the 
sisieis iii-l.\w III Ashok He is cast out foi 
daiiiig to le veal the sexual misdec'dsol his 
'madams' i jifier than tor perpetrating his 
own sexual misdeeds. 

Not can we ignoie the agency of Julie, 
who IS anything hui a victim in the film 
She giH's so lai as to describe her relation¬ 
ship with l.itm as that between a hunter 
and her piey And there is no doubt as to 
who IS the huntei let alone the prey I 
caiiiioi leally agree with the authors that 
hei decision to go to Hong Kong is dctei- 
mined by a need to find a more sexually 
libemiing .space .*she has Jatin on a lead. 
She continues to play the huntiess 
tliroughou* the tilm Hei decision to go 
to Hong Kong is more likely informed by 
ihe hope ot bc'iiei ectinomic opportunities 
(than may In.' alfoidcd to her as a hair 
(liissei in Delhi) 

As tor lh> mother-in-law her position 
IS iioi jiisi one ol 'puie anger and disgust" 
as ihe iiuihois M.itc- She actually smiles 
wlien Ihe main [iroiagonists dance in drag 
bc'loiehcr Hei expic'.ssiondi.splaysaknow- 
ingness when Radha leaves Sita's rcHiin 
late one niglii Ultimately of course she 
IS depeii Jam. and her loyalties are likely to 
he Willi her son 'Dicre is no active resolu- 
iioii ot her ihoughts on this subject, hut 
slie IS not lielpless - she rules the household 


through the tynnny of her bell despite her 
paralysis. The description of her being a 
"prisoner of her paralytic body" is not the 
image that resonates in the viewer at the 
moment when she spits into Radha’s face. 

‘Mirror Politics’ is caught up in reading 
the mam narrative of the Him without 
atlording sufficient attention to the 
.signiHcance of the subplots in the Him. 
These moments provide a major challenge 
to the mam narrative and the dominant 
cultural and sexual cloth in which it is 
woven. Mundu and his fantasy, the dance 
in drag, the transgendered performance of 
the ‘agnipariksha’. and some of the rather 
playful moments with food are all 
subversive moments in the film that cannot 
he Ignored.These momcntschallenge .some 
of the hinanes that arc set up not only 
through a description of the director’s 
intentions, but arc reinforced through the 
very tci ms ot the essay itself Thcseinclude 
the oppositions between sexual choice and 
gender oppic.s.sion. Ihe oppres.scd insider 
versus the liberated outsider, static Indian 
culture as opposed to the transformative 
and free culture of the west 

In ciinLliiding, the authors slate that “no 
one would deny that as a subject of 
scholarship, (he field of sexuality in India 
IS a lelalively new one and .still laigcly 
uncharted But precisely lor this reason it 
IS conceptually and politically ha/ardous 
to jump to (he most far-iuaehmg con¬ 
clusions on this theme ’’ 1 question why 
they have done precisely this when it comes 
to their undcislandmg ot the tcduclioni.st 
position of the film 'Fire''? Why did they 
not .start with a reading tlial would initiate 
a more constructive conversation umur J 
the politics of sexuality, homosexuality 
and r ulture*' Why start from precisely the 
position that we know has already been 
largely rejected in lemimst literature and 
not start one’s analysis from what one 
alieady knows'' In fact, I think theircntique 
of Carol Hpadhyaya - of reduang the him 
to paliiarchy and sexual control - is a 
much more accurate de.SL'ription of her 
article than a reading ot the film. 

John and Niranjana draw attention (o 
some of the contradictory .stands taken by 
fc'mini.sts in relation lo both liecdom of 
speech issues a.s well as sexuality is.sues 
surrounding Ihe film In lact we need to 
Intel rogatc the different responses to the 
film, including, those of the Hindu right, 
the so-called civil libcrtaiians, feminists 
and lesbian and gay groups Wc need to 
inquire into the stands ol eachon the ts.sue 
of free speech and expression as well as 
on the issue ot homosexuality, and where 
they draw the line 1 would go luithcrthan 
John and Niranjana, and even challenge 
.some ol the lesbian representatives who 


j''<»{ 
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were up in arms over the cancelling of the 
screening. At the same time, they have 
cither not supported or seen to be visibly 
supporting the rights of other sexually 
marginalised communities, or have taken 
a contradictory stand on the right to free 
expression in the context of other films/ 
film songs that have been banned or 
reslncted. As John points out. feminists, 
and I would add, lesbians have often served 
as barncades again.st free .speech rather 
than as its active proinotors 

A Cm niRAi CoNTESi 

‘Fire’s significance lies not so much in 
representing sexual pleasure between 
women, as it does in representing this 
relationship in the coniexl of ajoini Hindu 
family hoiLsehold at the very moment when 
Hindu nationalists arc in power The 
rcpiescntation of a lesbian teiation.ship in 
the film as well as the controversy that 
erupted around its screening are not 
fortuitous ‘Fire’ needs to be located in the 
broadci cultural wars that have been 
cxpkxhng acioss the country over the past 
:.e\vi al years Th'‘sc controversies ini lude 
the slonn ovci films such dus the 'Bandit 
yucen’, the film song ‘choli ke peechey', 
as well as ovci other rcpa'sentations such 
as the .iltask on Hussain's exhibition in 
Ahiiiedabad, the protests against his 
rcpie.scntation of .Saraswali, and the attack 
on the Sahniat exhibition of the ‘Ram 
I A'gend’ in 190.1 Allol »hesei ontioversies 
insolvc a lontcsi over culture and the 
content of speech 

‘Fire’ and the controveisy that engulfed 
It. musi be evaluated against these cultural 
contests and the hroadei social anugonisnis 
and contiaclictions that are being played 
out in many of the cultural controversies 
that arc erupting these days. The lepre- 
sent<Uioiu>l a sexual minority, the inversion 
of cultural myths and themes, the agency 
of Hindu women v ithin the joint family 
all de.stabli.se the understanding of culture, 
of Hindu culture, that is being put across 
by the Hindu right. We need to take on 
Hoard the fact that this is not just a freedom 
of speech struggle. It is an ideological 
struggle about who counts as part of Indian 
culture and who is excluded, an outsider. 
For the feminist movement this is a familiar 
experience having itself been ca.st as 
'foreign' and ‘western’. The cultural 
<. ontioversies that arc erupting are .setting 
up Indian culture in opposition to the 
out.sider, the outsidci invariably being the 
west’. The representation of sex or 
sexuality either in the form of Hussain's 
'^araswati, or Madhuri Dixit's vamp 
number ‘choli kc peechey*, are invariably 
I ast as something diH;adcnt and vulgar, as 
< 'iitsideof Indian cultural values The Hindu 


right may not be the only exponents of this 
position. Feminists and left groups have 
also taken a stand in opposition to these 
lepresentations. Bui at this current moment 
the nght is in power, and it is largely 
determining the outcome of these cultural 
controversies. 

The! Iindu nght is engineering acultural 
education programme in schools and 
colleges that is based on an understanding 
of culture that is .static, fixed and fossi li.scd 
It treats culture as a museum piece, in 
which the role of women is very clearly 
defined. ‘Fire', together with the many 
other cultuiai conirover.sic.s I have mcn- 


1 WRITF. in response to John and 
Niranjana's icceni article oisthc ‘Fire’ con- 
Irovcry {EFW. March 6-) 2) and specifically 
to their cniiLism of my cailicr piece (EFW. 
December 12- IK. 1998) While they have 
laiscd a number of ciucial cssucs, I would 
like to reply htiefly to ju.st a few points 
Fust. John .ind Niraiijana have mis¬ 
represented my argument at several places 
I did not say that "Indian culture is nothing 
but the male conn ol os er female .sexuality" 
(p .*182) What I said is that the “di.scourse 
of ‘Indiantraditioir currently being touted 
by the Sangh parivar.. is built upon such 
tmpesasIndian 'values',the ‘Indianfamily 
system' and 'Indian culture’'': that this 
discourse has also become “central to the 
construction ot identity among the urban 
middle classes" and is connected to ‘the 
reiiication ol ‘Indian culture' by the 
wealthy NRI set", and that in this discourse 
the ‘Indian values' refers primarily to 
control over lenialc sexuality (p .1176) I 
do not claim dial the Hindu nght's notion 
ot ‘Indian culture' reflects actual vicial 
practice, as the test of the article makes 
clear. 1 do niaintiun, howcvei, that the 
reproduction ol diverse patriarchal stnic- 
tures of kinship and family as well as caste 
hierarchy depends greatly upon contnil 
over women, that loss of .such patnarchal 
control appears to threaten the structure 
ot .society ttsell and for this reason .sexual 
Irccdom lor women is violently opposed, 
and that the dcscoursc of the Hindu nght 
partakes of and reinlorccs these ‘multiple 
patriarchies' in complex ways Thi.s argu¬ 
ment about control over female sexuality 
has nothing to do with sexual repression, 
as John and Niranjana seem to think, nor 
do 1 think that this is ‘biologism’ - it is 
a question of scKial reproduction 
While social practices and gender 
ideologies in India vary greatly by caste, 
region, and .so on. the Hindu right draws 


t ioned. need to be read as efforts to destabi¬ 
lise thisstaticnotionofculture, and provide 
evidence as to the dynamism and fluidity 
of culture Tlie story in 'Fiie' and of'Fire' 
.serve as iinportanl challenges to the 
dominant cultural narrative that is being 
spun. It retlecls a subversive moment that 
creates discomfort and even evokes 
violence from tluxse who are all Iimi willing 
to crush any threat to then position posed 
by dissent and dificrcnce. lo ensuie the 
survival of their story and ihc'ir truth 

[My thanks lo the K'nunisi Siutlirs (jinup ami 
Mary John lor the oppoiiunity ol fX(.lvin)!in]! our 
views on ‘Minor Politics' | 


upon a speciric vcision ot hrabmanical 
(and north India, f should add) iioims of. 
kinship, hierarchy and patnaa-hy (already 
prevalent among .it lc'a.st a section of the 
uppc'i castes and middle/upper classes) in 
order lo construct an ideal and auihcnlic 
'Indian' family asone pillarof its hinduiva 
ideology The role of the VHP and Us NR! 
supportcis III inventing and piopagaling 
these representations ol ‘Indian culture' 
should not he undcicstimuteJ, nor its 
capacity to influence the media and poli¬ 
tical discourse w ith thceroresol unaci oun- 
ted rupees which they are ciuiinelling into 
India. Ol eoufse. it is an open qui ion to 
what extent these notions ot li .li.in 
culture' are gaining currency. and il is i; ue. 
as John and Niraniana point out. that th se 
and otliei questions about sexuality in 
India are undei-re.searched issues, hut do 
we need to wait until much mote resc'aic h 
IS completed to launch a struggle against 
these obvious attempts to del me and hege- 
monisclndiancultuie'’Alter all, mdoctiin 
ationabout 'Indian values' and ‘Hinduism 
as a way of life' is aheady under way in 
many states 1 imdu mythology is taught as 
nistury lo schiHii children, and RS.S-run 
schmiks openly display maps of India that 
cover the whole ol south Asia 
llie key is.sue here is (hat feminist p< ilitics 
dcK’s not exist in a vacuum hut must lespond 
to the larger political situation, as m la' t 
many <cmini.st.s have lesponded to the 
growth of communalism since the l9K()s 
The problem, then, as Jidin and Niiantana 
point out, is how to counter these ideo¬ 
logical constiuclions ol 'Indian cuhuie' 
without accepting the teims ot debate 
already .set by ihenght's'swadeshi'stance 
Is It neees.sary to claim an Indian aiiihen 
ticity for temirii.sm or lesbianism in ooLt 
to counter the accusation that women'.s or 
gay rights activists are *wcstemi.sed' (as 
.some tried to do in the case of 'Fiie')'’ I 


Counter-Fire 

Carol Upadhya 
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Jt;tec Uiat wc need to rethink ‘simple 
(>P(HKSilions' Nuchaslhe ‘liberated’ western 
woman versus the repri'sscd 'Bharatiya 
iiari'. bui can we ipnna' the fact that 
hindutva distourse itsell works through 
such oppositions, that their notion of 
Indian cullua* has been constructed as the 
mirror image ol the ‘west’, and that this 
discourse IS incmasiiigly becoming the 
common sense understanding ol a large 
sc'Liion ol the educaicHl middle i Kisses 
We have seen how adept the BII’ aiul 
Its allies are at appmpnating and v on verting 
to then own lausc lennnist issues such as 
the tiniloini cisil code oi poiiiayal ol 
women m the media In this situation, 
rather than opening up eaih and eveiy 
category to enguiis .is tlie aiithois seem 
to want to do with ie>Mid to issues suiti 
as poinottraphs and n iisorship. it might 
he mote piodiutive to woik towards 
clanlying how the leminist position i.s 
distitictise w henesi'i it .ippearMoeonvcige 
with the light wing agenda As lohn and 
Nirjiipiiiu well know, teininists' opposition 
to the ‘iiideeent poitiayal of women’ m 
the media oi beauty loniesis stems Irom 
cntiiely dillen.'nt grounds than the Shiv 
Scna'sopposilion to ‘l ire’ Is ilnoi possible 
to articulate that dit letenee in aeonvincing 
irunnot toa widei public iiisfeadol backing 
dow'n in the laic oi right-wing appro¬ 
priation and repudiating lirsi principles 
(as with the lettisoningof 'he I'CC fiom 
the Icminist agcnd.i) ’ An example of such 
repudiation is John and Niianiaiia's 
questioning ol the category ol ‘choKe’ 
While no one wll deny that choices aie 
structured bv context, docs (hat mean that 
women's .uiloiiomy (w Inch means gieater 
Itcedom ol choice as well as the lestiuc- 
lunng ol choices thiougti social move 
ntents) IS no longet a Icminist goal because 
It IS an illusion created by western hege 
mony. and that wc should thcrctoie accept 
the ways in which some sections ot 
particular 'communities’ deline women's 
place and dictate then choice's'’ To claim 
that all women are constrained hy (he 
patriarchies ol then own cultural contexts 
and are theieloie equally oppres.sed. hut 
in different ways, is to suggest that (here 
IS no hope lor lihei iiticm or that one move¬ 
ment cannot leain Irom the experiences 
of another Moteovet in a siK’iety where 
young people arc actually killed by their 
own family members (oi daring to marry 
against the norms ol c.iste. community, or 
kinship. It seems outi.igeoiis not fo talk 
about sexual choice 
By referring to pairiaichy within the 
left, the authors imply (hat there is no 
dilferencc between the right and the left 
with regatd to women's is.sues - ignoring 
the broadci polittca! implications ot 


the Hindu nght^s brand oi patriarchy 
Women in all political parties certainly 
have to fight against patnarchy. but given 
the larger social acceptance of the Hindu 
nght and Its i neieasiiig hegemony. I believe 
that the quest tor gender |ustice must be 
linked to a struggle again.st the right and 
against coniniunalism This is even more 
crucial in view of the fact that the Sangh 
parisai's ideology ol ‘Indian culture’ has 
such negatise implications (oi women's 
riehis 

lohn and Niranjana believe that it is not 
only 'p.iironiMng’ but also wning-hcaded 
to draw comparisons between the women's 
movement in India and elsew'herc. but 
lieie It seems that they arc trapped in the 
same orientalist mirror as I am aceu.sed ol 
being 1 wish 10 suggest that I speak tnim 
w iihin anil not liom without - not through 
the ga/c ol the ’liberated’ west as the 
wntc-is piesunic but as a woman living in 
India who shares wall them (ho same 
concerns I'lom this 'subject-position’. I 
would like to ask what possible reason 
theie IS not to draw comparisons between 
India and any olhei place (including that 
inoncliihic west that we heat so much 
about), unless one subscribes to the kind 
ol nalis ism w hich has become fashionable 


- a stance that one expects progressive 
intellectualsto avoid After all, comparison 
involves reflections, which always carry 
the danger of inversion, depending on 
how the mitrors are placed, as in John and 
Niranjana’ssccmingly deliberate distortion 
of my argument; if 1 point out that the 
feminist movement in the west has been 
linked to sexual liberation I have reduced 
It to sexual liberation, and by stating that 
sexual choice is commonly accepted in the 
west I am asserting that patnarchy has 
vanished 

Finally, 1 strongly object to John and 
Niranjana’s suggestion that criticisms of 
the dcmoastraiions against 'Fire' by Shiv 
Sainiks .stem from casteism or elitism. 
Does t his mean that wc should not condemn 
the Shiv Sena for carrying out a deliberate 
pogrom against Muslims during the 
Bombay ‘nots’ because Ihcirai'livists may 
belong to lower castes or the working 
class, for to condemn violence is to speak 
as a pnvilcgcd upper caste/class subject'^ 
This kind of argument only demonstrates 
that tho.si* who get tem caught up in the 
intellcvtual politicsoi identity, subjectivity, 
pnstcolonialily and ‘location’ become 
incapable of taking a cleai position on 
even the most basic of issues 
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FDl, Multinationals and IVade: Asian Experience 

FDl flows to south, south-east and east Asia have grown rapidly in the 
198()s and 1990s Despite some fall in its share, Japan remains the mam 
source of FDl flows to Asia. While the countries ot cast and .south-east 
Asia have gained significantly from the industrial restructuring and 
development made possible FDl, especially Japanese FDl, in the 
process Japan has created a large trade surplus with the countries of the 
region. For the macro-stability of east and south-east Asia, Japan should 
absorb more imports from the region and also foster more complete 
technology transfer to tlw host countries. M-50 Study of the conduct ana 
performance of European and Japanese affiliates in India bnngs out 
important differences, especially with regard to variables rcpre.scnting 
dieir international onentabon. M-61 Examination of .some indices of 
Japanese business activity in Thailand and its relation to business 
performance there shows Thailand’s success in introducing foreign 
capital into the country efficiently, without hurting local capital but 
actually fertilising its growth. M-M Exploration of the relationship 
between FDl and the trade orientation of Malaysia’s manufacturing 
sector brings out that by pursuing an open and pro-activc trade and 
industrial strategy, Malaysia has been able to enhance the benefits of 
FDl, though resource-rich transnational companies have brought about a 
higher level of market concentration M-72 To catch up with the 
advanced countries. South Korea imported capital goods, parts and 
technology lindci these conditions, inciea.se in exports was linked with 
increase in imports, with imports rising faster than exports. The Korean 
economic crisis thus underscores the importance of technology 
accumulation in the process of economic development M-78 

Pay Commission and State Finances 

The gross fiscal deficit of state governments has been above 3 per cent 
of GDP in the 1990s. But this is likely to increase substantially as a 
result of the revision of the salaries of stale government employees on 
par with the recommendations of the Pay Commission for central 
government employees, creating a major imbalance in the states’ 
finances. Study ot the impact of the pay revision on the finances of 
the governments of UP, MP and Maharashtra. 134T 


Income, Infant Mortality and Fertility 

Rising pci capita income has been associated with better health and 
lower fertility all over the world. A study of the relationship between 
income, infant mortality and fertility from 1975 to 1990 at the all-India 
level and in the different states. 1359 


Women’s Property Rights 

How arc wonen’s property rights 
and customary praitices in south India 
changing as south Indian soaety is 
being transturmrd in a process ol 
socio-econo mic change? _ 1352 

Criminal Justice System 

Neither the central government nor 
the state governments are evidently 
iniercsicd in meaningful reform of the 
enmmai justice system in the country. 
Institutions such as the National 
Human Rights Commission and the 
Supreme CSoun, therefore, have to 
lake the initialivc in the matter. 1316 

Ghosts from the Past 

The apprehensions about the intcntioa' 
of the Afncan National Conference 
should it be returned to power with a 
large enough mafonty in South Africa’s 
second general elections next 
month are tooted in the country’s 
profoundly undemocratic past 1325 


Adivasis Betrayed 

Kerala has rccctiily passed a bill, 
purportedly to protect the inicrcsis of th. 
tribes, which makes restoration of 
land to tnbals ahnust imposMble 1329 

Political Crisis and President 

'Vhat emerges from the president’s 
diansed statement of April 76 is that 
be acted conqicteiHly and fairiy in punaut 
of his two major (^jectives- avoiding 
a mid-tom eiecuon and seeing whethCT 
a paity or a combination of parties coukl 
provide a viable government with 
reasonable prospect ot stability 1313 

Urdu and Self-Help 

Central and stale govemments in India 
have wilfully made dtfflcult the (caching 
and learning of Urdu in spite or the 
ronsiitubon.al obligations lo protect the 
language of minonties. So I irdu-spcakiiig 
people must act to preserve their 
mothei tongue The language must 
become a earner or progressive 
thinking and ideology 1321 



LETTERS TO EDITOR 


Test of ‘Fire’ 

IREADCM Naim’s‘ADissenton‘Fire’ ’ 
(Apnl 17-1(») with inicresl 1 was at the 
Lhiiversity of Pennsylvania in Januaiy 
1999, when the controversy over ’Fire' 
was raging and Shahana happened to Ih‘ 
visiting Penn. She had been invited as a 
guest instructor foi a coutsc on Indian 
cinema and theatre at the department of 
south Asian studies She w as also to present 
a paper at the south Asia seminar senes, 
whose general theme this ycai was ‘New 
Perspectives on Peilomiance, Media and 
S(K'iel) in Soiitli Asia’ Needless to add 
that most of the questions that followed 
hei piesentations had little to do with her 
lev luie, everyone wanted to know fnim the 
hoise's mtiuth ‘first hand' information 
ahout ‘Fire’ How she Icltahoui accepting 
the lole, what she thought ahout the 
audience le.iction. the Shiv Sena attack, 
the choice of names Radha and Sita. the 
bland of lesbianism projected in the lilm 
and so on Kes|H>nding to questions about 
the ehoice of names and their implications 
on religion and morality, Shahana gase 
the example of Ismat Chugtai’s Uidu 
short story, ‘I.ihaal’, in whii h the plot and 
charaitcis aie conceived m a Muslim 
baikgmiind and therefore have Muslim 
names In lUher woids theie was the 
juslilicaiion that lesbianism was not 
iclated to a particular religion and its 
morality 

However as .Naim nghtly says, the 
curious’ message m Ismal's story is that 
a sexually denied hetcrosi xual female 
becomes a lesbian Bui I would noi dismiss 
the message simply as ‘cuiioiis 1 lieie is 
certainly something more to it, or. it would 
not he “one of the favourite themes in 
pornographic writmgs m Hindi, wheie 
often a well-endowed heterosexual hero 
cures neighbouriKKMl girls of this ‘iiniialu- 
ral' habit" I'he fact is that this brand of 
lesbianism may well exist in societies whei e 
stnci segiegation between the sexes often 
leads to ex^K'iimeiital lesbianism (if this 
kind which IS abandoned in most cases 
after mamage oi a pleasurable hcteoi- 
scxual encounter Manto's classic story 
’Dhuaan’ on etotic awakening in young 
boys and girls incoi|)oiates an incident m 
which two young girls, who arc fnends, 
one Muslim and the other Hindu, hurriedly 
jump apart when surjvnsed by a younger 
brother pushing open a door which had 
deliberately been sloppily shut giving the 
impa'ssion that it is o()en yet closed The 


youth notices that the buttons on the blouse 
of Ills .sister's fnend are undone. 

Explaining why the characters in the 
film arc shown indulging in a homo* 
emtic experience following denial of 
hcleto.scxual desires as opposed to the 
homoerotic experience for its own sake, 
Deepa Mehta is reported to have said 
that she was introducing the subject gen¬ 
tly, and in a way that would be acceptable 
to the audience. There is a kind of homo¬ 
sexuality m our culture that has social 
causes, and our literature pornographic 
or not-so-pornographic beats out this 
claim 

I mast admit that I was pur/led that the 
director had cho.sen Hazrat Ni/aiiiuddin 
Auliya’s dargaah as the rende/sous foi 
the two women I reasoned that perhaps 
because the famous Chishti .saint's hos¬ 
pice had afforded a shelter lor piinces and 
commoners and scxrial outcasts alike, the 
precincts of the dargaah was the space and 
asylum for Radha and Sita I was horrified 
to learn that the dargaah could be pro¬ 
jected as a .symbolic space for homtvrolic 
lovers It IS certainly an egregious pio- 
lanity, how deliberate it could be 1 dare 
niu speculate 

What d<K*s one make of the swami ji who 
IS getting his feet pressed by Ashok 
(Radha's husband), his devotee What is 
Shohmi Ghosh's take on this ‘di'votronal 
rclation.ship' 

So It wasn't that Deepa Mehta was not 
aware of the bhakti and other devi'tional 
traditions available within the umbrellaol 
I iii'duism nor did she need .seciildi inter¬ 


ventions to balance her critique of Indian 
sexuality/masculinity at least in this par¬ 
ticular film. 

Muir Afshan Farooqi ' 

Bamda 

Public Health Budget 

YOUR editonal 'Health: Shooting in the 
Dark' (March 20) says “.. the budget 
provides just a 10.5 per cent nse in the 
allocation for the malaria control pro- 
grammc...evcn with a 44.8 per cent in¬ 
crease m the all(x;ation for TTB Control". 

Actually the budget allocation (1999- 
2(KM)) (or health and fanuly wcllare is 
Rs I 969 54 crore (including plan and 
non-plan), as compaicd to Rs 1,677.47 
ciore last year. In the public health sector, 
the outlay in the current budget is less than 
lia ycMr The budget lor public health 
progtamnics in 1998-99 was Rs 783 crorc 
as .igamst Rs 768 envre for this year. Of 
course there is a marginal increase in the 
all(K-ation against the icviscd estimate of 
Rs 648 57 ciore last year. 

As a result of the dec iva.sed public health 
budget, the worst hit are malana and 
tuberculosis control They continue to lie 
major public health pniblems Yet this 
ycaronly Rs 224 ciore have been allocated 
for malaria control against Rs 290 crore 
last year and Rs 105 crore for tuberculosis 
control against Rs 125 crorc last year I 
don’t know what rise you aie referring to 

WisiiVAS Rani. 
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Dump Anti-Dumping 


T he global trading community is today looking helplessly 
at the menacing growth of anti-dumping cases rcgistcicd 
all over the world It is hard to keep abreast of the numbei of 
cases There arc many which have ticen settled with definite 
measures still m lorce. many more arc being readied If the WTO 
IS to play an ctfectivc nilc in promoting trade for development 
and ieduu‘ trade conflicts among nations, deep thought has to 
he given Ui the basic framework within which mcnilwr nations 
have sought to resolve conflicts, take action against unfaii 
trading and get rid of protective barricis to trade. 

The WTO provides guidelines on the ‘substantive’ and ‘pto- 
^.'ilural' parts of anti-dumping investigation and action In thc- 
siibslantivc part, it defines what should be regarded as dumping 
Dumping IS not picdatory pricing m the understanding of the 
frro. hut an act of underpricing defined as pi icing of a pnHlut.1 
lower than its 'normal value' which is estimated either as the 
net realisation from some domestic or third country transactions 
eailiei or aiiHind that time oi the price the seller should have 
got to recover his full costs of pnxluction plus a reasonable 
mat gin. For dumping to be actionable, matenal injuiy to the 
donicstic industry needs to be established as also a causal link 
between imports and matenal injury The pnnciple is accepted 
by all couiitncs. there aie also no differences over the guideline.s 
on investigation and action. The problem is that after having 
defined the rules of the game in detail, the WTO finds itself 
unable to play the expected role m settling anti-dumping cases 
and pteventing initiation of ‘meritless' cases 
In anti-subsidy cases, government policy is the object of 
‘*^iicem and the ‘disciplines' and ‘codes of conduct’ on the 
subject are clear and deviations can be traced and established. 
The concerned government can he questioned m the appropriate 
fomm and remedial action suggested and enforced Tins is not 
what happens m anti-dumping cases. Dumping is an industry 
or a company specific action. It is independent of government 
policy and its ^termination involves market-based variables 
such as prices and costs Every market variable can be used in 
many different ways involving a wide range of interpretations 
The factors that come into phy m an anti-dumping case arc so 
subject to interpretation that there cannot be well-defined guide 
lines framed for their application. A country initiating anti¬ 
dumping action has ample discretion in the choice of variables 
to make its case look watertight. Not only are the guidelines 
on anti-dumping ineffective in preventing initiation of ‘mentless’ 
ca.ses, even if action by a country is questioned in the WTO's 
Dispute Settlement Boud, very little can be expected as m all 
likelihood the country initiating the action will be found to have 
met the easy parameters of ‘go^ conduct'. Worse, a weak anti- 
^mpmg case can cause as much damage as a reasonable one 
i- %y case, regardless of merit, causes panic among buyers as 
I soon as ii is initiated and leads to drop m import of that product 
I from the targeted country and supplier. Usually, the exporting 


company or country loses market share immediately and faces 
lasting damage to its business even if the ca.se is eventually 
dropp^. The entire procedure pre.scrihcd for e.stabli.shment 
of dumping, even when undertaken in meticulous detail and 
with all care, does little good to the accu.scd company or 
country. 

Dumping as predatory pricing m international trade had its 
origin under the fixed exchange rate regime when it had a 
relevance. Today a country's indu.stry may get wiped out not 
so much by action falling within the ambit of dumping and 
subsidy as by the sudden and sweeping advantage an exporting 
country may gam when there is a sharp depreciation of its 
(urrency It is not trade malpractices, but the drop in south-east 
Asian currencies that have recently played havoc with world trade 
Further, today it is unnece.ssary for imports to actually take place 
tocausc injury to the host country When the Indian steel industry 
saw domestic prices reeling under .stiff global competition last 
year, imports had in fact fallen The reason is that when nego¬ 
tiating with a domestic .supplici every buyer produces a lower 
pi ICC offer from someone abroad that the domestic supplier is 
then required to match In most ca,scs the local company has 
to match the offer to remain in bu.siness The threat of imports 
IS no less potent than actual imports A threat of import canno*, 
of course, be questioned within the WTO framework 

Given the complexity of the operational framework of anti¬ 
dumping, the role of the WTO in settling these cases will remain 
limited. At the same time, since the number of antt-dumping 
cases IS sharply on the rise, the W'T'O will find itself increasingly 
bogged down by operational trivialities and in the process lose 
Its much more needed global developmental perspi'ctivc on 
trade. Anti-dumping action has become in effect anolhei form 
of protection and one that is difficult to monitor and punish 
It would be best, therefore, to di-spcnsc with it altogether. WfO 
members should come together to consider a phasing out of the 
anti-dumping provi.sinns Developing countnes. the hardest hit 
of all by anti-dumping actions til! date, should in fact take the 
initiative on this 

Instead ‘safeguards' may be considered in place of anti¬ 
dumping action. Safeguards would not be directed again.st specifu 
countnes or suppliers. They would be more transparent and the 
conditions attached to matenal injury determination would be 
more .stnngent While the operational details of safeguard actions 
can be worked out and fine-tuned, a modified safeguard pro¬ 
vision in lieu of anti-dumping should involve only the impo^ ition 
of a quantity restriction, floor pnee or general tanff on imports 
if imports to the country concerned arc found to have increased 
sharply (say, by 25 per cent in a single year) and the industry's 
position IS directly or indirectly affecied by such imports 3u’ b 
tncosurcs should be taken quickly and should be valid fot a short 
period - not exceeding a year It needed to be continued further, 
the measures should be of progre.ssively diminishing strcngth. 
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BJP AND ALUES 

Image Problem 

WrrH the attempt to coasolidatc its tics 
Vrilh its allies through the setting up ot the 
National Democratic Alliance (NDA), the 
BJP may feel that it has got an edge over 
the Congiess in the run-up to the Uik 
Sahha polls Yet in quite a lew states such 
as Andhra, Kashmir, Assam and West 
Bengal major regional parties, in spite nt 
being opposed to the Congress, have 
chosen to stay ixil ol the NDA, fot the 
present at lca.st 

The reason is. ol course, the importance 
of the Muslim vote in detennining the 
ciectotal outcome in these .slates In Andhra 
the TDP’s ho.slility lo tiic Congress had 
led the party to hail out the BJP-led coalition 
at the centre on critical occasions After 
the coalition lost the vote of confidence 
in the laik Sahha the TDP did announce 
the end ol its stance of issuc-ba.scd support 
to the BJP-led government, but at the same 
lime the 'I'DP was one of the parties which 
sent letters lo the president extending 
support to the BJP it it was recalled to form 
the government Thc.se decisions of the 
TDP leadership, reticcting the patty’s 
anxiety to suip the Congress I ruin coming 
to power at the centre, were bound lo 
atlect Its standing with the Muslim voters 
who. though constituting just (ler cent 
ot the state's population, are consideicd 
a decisive factor in some 11 parliamentary 
con.stitucncie.> in the state With the I,eft 
parties severing their ties with the TDP 
and joining hands with the Anna TDP 
floated by Chandrababu Naidu's brother- 
in-law N llanknshna one section in the 
TDP IS ol the view that since the jiarty has 
virtually burnt us boats with the Muslim 
voters. It should not hesitate to form 'in 
open alliance with the BJP which had 
significantly improved its vote peiccntage 
in the state in the 1998 Lok Sahha election. 
But Chandrababu Naidu is evidently 
worried that such a move may not only 
lose the TDP the Muslim vote, which 
would move to the Congress, but may also 
sharpen differences within the party These 
dangers arc loo a'al tni Naidu to enter into 
an opi'n understanding with the BJP at this 
.stage Instead the TDP government is 
attempting to placate the Muslims through 
such measures as enhancing financial .sup¬ 
port to official Muslim bodies and making 
Urdu the second language in districts with 
a .significant Muslim presence The ques¬ 
tion IS whether it is not already a little tix) 
late for these measures to be effective 
In Jammu and Kashmir the National 
Conference (NC) has generally followed 
a policy of having amicable relations with 
whatever govi minent happens to bi in 


office at thecentre-thc Congress in 1987, 
the United Front in 1996 and the BJP in 
1998. Not surprisingly, the policy has 
resulted in growing confusion among the 
party rank and file. With Saifuddin Soz, 
one of the party MPs in the di.s.solved Lok 
Sahha. flouting the party whip and casting 
his ‘conscience’ vote against the BJP-led 
government and then being expelled from 
the party, the i.ssuc of .secularism, which 
was never very prominent in politics in 
the .state, has come into the limelight. In 
the last parliamentary election, of the three 
Ixik Sabha constituencies in the state, the 
NC had won in Srinagar, lost in Anantnag 
and just scraped through in Baramulla. 
This time with the rebellion by expelled 
cx-MP Soz and the turbulence over the 
attempt to launch Farooq Abdullah’s son 
and the party’s MP from Snnagar, Omar 
Abdullah, in state politics, the NC could 
face difficulties in all the three Ixik Sahha 
ron.stituencics of the valley, all the nioie 
so if the non-BJP oppo,sition manages to 
unite and pul up common candidates 
As in the ca.se of the TDP in Andhia, 
the pmspcct of a Congress government at 
the centre spells tniublc for the ruling 
Asom Gana Panshad (AGP) in As.sam 
since the Congress is its main rival in the 
state Yet. despite the Congress having put 
up a remarkable performance in the state 
m the last Lok Sabha elections and geanng 
up to repeat It in the iurthcoming polls, 
the AGP has resisted moving closci to the 
BJP I’his IS attributable to the AGP's 
anxiety not to lose the support of the 
Muslims who form almost 30 per cent of 
the .state’s population. A similar predica¬ 
ment coni Hints the Tnnamul Congress in 
West Bengal where party leader Maniata 
Bancijee. aware of the importance of the 
Muslim vote, is dithering over joining its 
lormci allies in the NDA fhe Tnnamul 
Congress’s relative lack of success in the 
panchayat and municipal elections in the 
state, alter the Tnnamul Congress-BJP 
alliance’s impressive performana* in the 
Ixik Sabha elections, has led Mamata 
Banerjee to take a cautious attitude to the 
BJP. with Its anti-Muslini image, as an 
electoral ally 

NARMADA PROJECT 

Desperate Measures 

A coirespondent writes: 

TH H facts have been stated so many times. 
Hveiy new move by the Narmada Bachao 
Andolan (NBA) appears to be a video tape 
in rcvet.se telling the tragic .story of uni¬ 
directional development initiatives. And 
yet each move projects also the inability 
of the state to understand problems other 
than tho.se of the domi nant forces in .society. 


In such circumstances the persistence of 
a movement like the one spearheaded by 
the Andolan is indeed remarkable. The 
Supreme Court ruling allowing fen the 
raising of the height of the Sardar Saiovar 
Project (SSP) to 85 metres has been a big 
setback. It is against this background that 
the NBA’s recent announcement of a 
satyagraha from June 20 must be under- 
stoixl. 

The Supreme Court ruling, it may be 
recalled, had while giving permission for 
the resumption of construction, stipulated 
that there be a rcdressal committee for 
audreMing the problems of rehabilitaticxi 
of the oustecs. The NBA had pointed out 
that the affidavits submitted by the state 
governments on the progress of the reha¬ 
bilitation woric had not been quite consis¬ 
tent with the actual work undertaken. 
S>jb.sequently it had pointed out that the 
Maharashtra government’s claim of hav¬ 
ing succc.s.sfully rehabilitated all the 
project-affected per.sons (PAPs) was un¬ 
tenable because ovei 5.50 families had nut 
been given adequate compensation in hand 
And of those supposedly resettled, many 
had often had to play the reluctant rule of 
oiLsters of so-called enctoachers - 1 ck' 1 | 
inhabitants without proper titles who had 
nevertheless been culti vating the pieces ol 
land lor long Now with the rai;>ing of the 
height of the dam, some 3.200 families in 
33 villages will be additionally affected 
and will have to be resettled The state will 
be hard put to it to find the land, for another 
10,600hectare.sorfnreM land will beeithvi 
submerged or will need to be cleared foi 
resettlement. At a meeting earlier this 
month, Maharashtra chief ministci 
Narayan Rane had conceded that the 
rc.scttlcmcnt had not been as thorough as 
had teen .suggc.sted and had promi.scti 
completion of the proce.ss by the third 
week of May. As of date most of tho-.-r 
affected have not received compensatd/)' 
land. 

So once again the NBA has been more 
or less forced to resort to desperate mea¬ 
sures. From June 20the ‘samaipitdal’ will 
offer satyagraha at Jalsindhi in Madhya 
Pradesh and at Domkhedi in Maharashtra 
Some who had earlier moved from vil¬ 
lages which are now partially under water 
to higher regions have d^ided not if 
move later in the sea.son when the moii 
soon will submerge the village with the 
dam height being increased. Earlier su>.h 
satyagraha had brought results; now how¬ 
ever the situation may be different. With 
the court decision strengthening the handi 
of the state and a self-styled band of ‘in¬ 
tellectuals and senior citizens’ in Gujarat 
coming out strongly against the NBA'i 
‘street fighting* tactics and alleged 
regard of the decision of the apex court. 
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the movement may be on sinking ground. 
It has taken the one course avail^le - to 
seek to persuade the Maharashtra govern¬ 
ment to reconsider the benefits from the 
Narmada dam. With the actual quantity 
of power available in some doubt as a 
p(.sult of overesttmation of available water 
in the nver and also because Madhya 
Pradesh may now be persuaded to hold 
down the dam height thus reducing the 
power generation potential further. 
Maharashtra’s gams appear rather dubi¬ 
ous. linfoitunatcly, this may not be po¬ 
litically the appro|«riate time to focus on 
regional priorities anti disparities among 
the three npanan states. And in the run¬ 
up to the elections it is unlikely that the 
problems of the Narmada oustees will 
make the political arena. Unless perhaps 
the NBA and its allied movements man¬ 
age to capture some parliamentary politi¬ 
cal space 

CRIMINALS IN POUriCS 

To the Breach Once More 

-11 IE announcement of elections has come 
’as a bonan/.a to those in the underworld 
who him out their professional skills, as 
well as those who nurse political ambi¬ 
tions Here IS again another chance - foi 
both the veterans whr^ have already been 
in the game ol electoral politics, and those 
w ho will make then debut this time While 
the 'subalterns’ in ihe underworld hope 
to make money by lending their btawn- 
powci to the various party candidates who 
would need toteixonsc voters, their ’dons’ 
who want to use their brain-power to 
control politics, are prepanng to he can¬ 
didates themselves Some aa* seeking 
tickets from political parties, while the 
luckier among them are being wrxicd by 
parties themselves 

With every election - whether to the 
state assemblies or the Lok Sabha - these 
nicnibers of the underworld have been 
suctes.sful insteadily increasing their ranks 
among MLAs and MPs. It is common 
kmiwledge that in the state legislatures of 
Uttar Pradesh, Bihar and .some other parts 
of India, quite a .substantial number of the 
elected representatives are what is known 
in the parlance of Indian criminal juris¬ 
prudence as 'history-sheetcrs’ In other 
words, they have criminal records - either 
accused in cases or implicated in some 
crimes. Most of them have been iound to 
be members of mafia gangs. They gel 
released on bail, and resume their normal 
opeiutinas - including electoral politics. 
Oening into the legislature is important 
I'or them. It provides them with the im¬ 
munity that even the courts cannot en.sure 
them - thanks to the various rights they 


enjoy under parliamentaiy rules. Apart 
from the political clout that they acquiie 
by being members of a legislature, they 
enjoy gratis five-star lacilities and privi¬ 
leges. for which they would otherwise 
have to pay from their own pockets. Every 
election therefore oficis them the prospect 
of a criminal career that can be both cush¬ 
ioned by freely available financial assets 
and protected by the rules of immunity lor 
the legislators. 

From the state legislatures, they have 
moved into parliament Quite a number 
of MPs. cutting across party lines, are 
known to have criminal cases pending 
against them. One particular MP from 
Laloo Yadav’s R.SIJ has been accused of 
allegedly ma.stenninding the murder of a 
CPI(ML) .student leader in Bihar. Simi¬ 
larly, there arc elected legislators from 
Mulayam Singh Yodav’s SP who arc 
involved in criminal cases. Mo.st of these 
cnminal-politician MPs have been elected 
from I'ttar Pradesh and Bihar which, 
statewisc, account h'l the highest number 
ol seats in parliament. X5 and 54 respec¬ 
tively. Both thc.se stales till a few decades 
ago, produced some ol the best political 
leaders o( national stature, and they .still 
abound in human ii'sourccs as well as nch 
natuial wealth But today they have be¬ 
come synonymous with all-round corrup¬ 
tion and cnminalisjiicm - the worst forms 
of which become manifest dunng elec¬ 
tions, when leaders ot the underworld join 
some party or othei and openly contest 
elections, terroiise voters (mainly the 
dalits), capture innuhs and tamper with 
ballot papers In the piSKcss, a lew can¬ 
didates get killed - a i egular feature of any 
election in these slates 

But while up and Bihar may demon¬ 
strate the eslieme form of the cnmtnal- 
politieian nexus t u ith the cnminals them¬ 
selves getting cleLled to legislatures and 
parliament i, (he othei states are no excep¬ 
tion to the growing spread ol the nexus 
which legitimises ihe symbiotic relation¬ 
ship between the candidates and the 
undcrwoikl Whether it is the BJP-Shiv 
Sena Fnmt-rulcil Maharashtra, or the Left 
Fninl-nilcd West Bengal, it is almost an 
axiomatic proposition that candidates in 
some constilueniies. irrespective of their 
party alTihation. must take the help of 
local mafia Jons to win the cleciioas 
Following the examples of their counter¬ 
parts in Bihar and (T, in Maharashtra also 
the mafia dons themselves are directly 
entenng politics - an interesting example 
beingthatot anotoruius Mumbai ganglord 
He has set up a po'.itical outfit called ABS 
lAkhil Bharatiya .Sena) and alter having 
being exteroed iroin Mumbai, he is trying 
to spread his outfit to rural areas of 
Mahara-shlra How such gangster-turned 


politicians gain respectability in middle 
class society can be explained from the 
curious tact that a rclKcd senior army 
official has agreed lo head the ABS as its 
general sectclary 

In the capital Delhi iLscIf, the Congress 
and tlie BJP vie with each other in spon¬ 
soring criminal politicians and .sheltering 
their progeny. It the Congress can boast 
of a prominent youth leader who is now 
in jail facing charges of murdering his 
paramout and burning her body in .in oven 
in a government-run hotel (known as the 
notonous ‘Tanduor' murdercasc), the BJP 
can he equally proud of having a lormer 
chief miiii.sterof Delhi, whose brother and 
nephews arc facing murder charges m 
numerous cases In fact, a new breed ol 
criminals are emerging in Delhi and other 
slate capitals, who are direct kinsi >f promi¬ 
nent politicians, and can always claim 
protection hccau.se of thcii family connec¬ 
tions The latest instance is (hat of the son 
of a roimurunion ministci and Chandigarh 
Congress Party chief who has been ac¬ 
cused of shooting down an cx model 
stK'ialilc in a trendy watering hole in Delhi 
patronised hy Ihe capital’s nouveau nche 
The lather was aspiring tor a Congiess 
ticket in the coming elections But his 
.son’s act of indiscretion has temporanly 
clouded his chance, since his party boss 
Soma Gandhi, compelled hy widespread 
criticism, has ordered him to step down 
as the Chandigarh Congress chief But 
then, he can surely oiler his talents to .some 
other party which may be all tixi willing 
to nominate him as a candidate He fits 
the bill According to otficiai records, he 
owns a Webley St olt rcvtdvcr whit h he 
bought Irom the Customs in Dcccinher 
lOO? Tlic weapon which would base cost 
him Rs 2,00,tXX) in the market, cost him 
a mcie Rs 9.(K)0. thanks to his position 
as an MP at that time The Customs’ rules 
give prclerence to politicians in sale of 
.seized goods, including weapons All that 
Ihe MPs need to do is to apply and get 
a clearance (on any flimsy ground, uke 
self-protection' Irom the finance ministry 
to obtain these weapons ’nicse permis¬ 
sive rules open up a wide avenue for 
r'lminal politicians who are MPs to ac¬ 
quire sophisticated lethal arms 
While loamsic experts may go on ar¬ 
guing about which bullet killed the victim, 
and the police may c nntinue on an endless 
and luiilc chase to n.ih the privileged 
assassin, common citi/cns surely want to 
exst Ihcir ballot in the coming elections 
in an environment that is free from the 
imposition ol criminals as candidates on 
them, and (he violence that accompanies 
such ml fiction Will the F.Icction C onirms- 
sion u.sc Its powers to prevent such situ¬ 
ations and ensun.' a fiec and lairclcciinii'^ 
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CURRENT STATISTICS 


EPW Research Foundation 
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Index of Industrial Production (Base 1993-94=1(X)) 

Major Groups 

Weight 

(percent) 

Jan to 
Mar 99 

Quarterly Variation 
Oct to Jul to 

Dec 98 .Sept 98 

Apr to 
Jun98 

Jan to 
Mar 98 

1998-99 

1997-98 

19% 97 

1995-96 1994-95 

General Index 

100000 

1.526 

1414 

1175 

1.17 7 

146 8 

142 8 

117 6 

129 0 

122.1 

1084 



(.19) 

(12) 

(15, 

(44) 

(6.1) 

(18) 

(6 6) 

(5 5) 

(12 8) 

(84) 

Mimng and quanying 

1047.1 

128 0 

122 7 

(14 0 

1164 

1.140 

1201 

122 4 

1156 

1179 

107 6 



(-4 5) 

(-1 4) 

(-0 5) 

(-0 1) 

(7 0) 

( 1 7) 

(5 9) 

( 20) 

(9 6) 

(7 6) 

Mnnufnctunng 

79 358 

1.567 

147 1 

141 1 

1404 

149 7 

146 1 

1406 

111 8 

1215 

108 5 



(4 7) 

(.15) 

(19) 

(4 3) 

(5 9) 

(4 1) 

(6 7) 

(6 7) 

(118) 

(8 5) 

Elecmciiy 

10 169 

145 8 

115 6 

114 1 

1180 

1.17 8 

1.18 4 

110 0 

1219 

117 1 

108 5 



(5 8) 

(5 4) 

(4 6) 

(10 2) 

(8 6) 

(6 5) 

(6 6) 

(19) 

18 1) 

(8 5) 

1 Ise-based Classiflcatton 


Basic tioods 


Capital Goods 
Iniurmcdialc Goods 


Consumer Goods 


ConsmiMO' durables 


Consumer non-dur.)ltlc& 


15‘112 142 0 

( 09 ) 

9 M7 147 7 
(7 1) 

26 4.19 1600 

(K 1) 

28 162 160 7 

(2 5) 

5 115 1R64 

(7 7) 

21217 155 0 

(2.5) 


Manulariiinng Industnes 

Two Digit Ixvel(NlC-87) 












20-21 r<Hid pnnliiCLs 

9 081 

177 0 

140 4 

Kil 0 

124 5 

174 9 

115 1 

1118 

131 2 

129 8 

121 6 



(1 2) 

(II 1) 

( 0 tl 

(-7 0) 

(14) 

(1 0) 

(-0 1) 

(14) 

(6 8) 

(216) 

22 Hcveragrs.tohiicco and 

2 182 

184 1 

174 5 

P9 8 

171 1 

1706 

177 6 

158 1 

1124 

116 7 

1010 

relateil pniduits 


(7 9) 

(8 4) 

()t9) 

(20 1) 

(25 2) 

(121) 

(19 4) 

(115) 

(111) 

(10) 

21 ('ottoii textiles 

5518 

Ills 

114 4 

ll*’ 1 

1156 

1185 

1148 

125 6 

122 1 

109 5 

99 I 



(-4 2) 

(-102) 

( II 1) 

(8 8) 

( 6 6) 

(-8 6) 

(2 4) 

(120) 

(106) 

( 0 9) 

24 WiMil silk ami inaii-inaje 

2 258 

195 0 

181 8 

I//5 

I(j7 1 

167 9 

178 5 

172 0 

145 1 

HI 1 

114 5 

libro textiles (exi epl ixitton) 


(16 1) 

(-16) 

lOii) 

(8 4) 

(9 8) 

(18) 

(18 5) 

(10 5) 

(147) 

(145) 

25 lute and (8her vegetable 

0 590 

1(8)2 

nil 

108 ) 

104 1 

1159 

lOf) 1 

114 1 

98 0 

102 4 

96 8 

fibie textiles 


(-115) 

( 4 7) 

1 -t 9) 

(-14) 

(4 8) 

(-7 2) 

(16 6) 

(-4 1) 

(5 8) 

( i:i 

26 Textile products 

2 517 

1515 

156 5 

149 8 

1561 

156 2 

15.14 

158 7 

146 1 

1117 

')8 5 

lini.1 wealing apparel) 


( ' 7) 

(-5 7) 

( S."*) 

(4 51 

(8 0) 

( 1.1) 

(8 5) 

(9 5) 

(15 7) 

1 1 5) 

'’7 W«mkI and wiMid pniduels. 

2 701 

1114 

1172 

I.’l 8 

112 8 

1.12 1 

121 0 

128 5 

11)9 

1212 

*9 3 

lumiiuics and fixtures 


(-14 1) 

(•()■») 

1 li .') 

1-6 3) 

(-1 0) 

( 5 8) 

( 2 6) 

(7 0) 

(24 0) 

( 0 7) 

28 Fapei and pa(KT pnalueLs 

2652 

174 8 

179 1 

ir.ss 

155 4 

154 1 

l(»'r4 

146 4 

116 9 

125 5 

1086 

and pnnung and |Hiblishing 
and allied industnes 


(114) 

(17 6) 

tl6 8) 

(112) 

(116) 

(157) 

(6 9) 

(9 1) 

(1561 

(8 6) 

29 Leather and leather and 

1 119 

1244 

1167 

1188 

114 1 

110 2 

120 8 

110 8 

108 4 

9** 1 

86 8 

lur products 


(129) 

(4 9) 

(S J) 

(4 4) 

(0 6) 

(9 0) 

(2 2) 

(9 4) 

(142) 

(112) 

10 Baste Clicnucalx and chemical 

14 002 

151 4 

147 0 

118 5 

145 4 

145 2 

149 2 

140 5 

122 8 

1172 

lOs 1 

products (except (vuducts 
of pcirolcuin and awl) 


(41) 

(2 6) 

i.’8t 

(12 7) 

(14 4) 

(6 2) 

(144) 

(4 '1 

(IM) 

(■• 1) 

.11 Rubbcr.plasiic.petrolcum 

5 728 

i45 9 

118 8 

119 5 

129 7 

129 3 

118 5 

124 6 

118 I 

116 1 

1 rt 7 

and erxd pniduLts 


(12 8) 

(10 1) 

(15 ’) 

(6 1) 

(8 7) 

(II 2) 

(5 2) 

(2 0) 

(7 8) 

(7 7) 

.12 Non-inctaihe mineral producLs 

4 197 

202 5 

l(>6 4 

15» 6 

1610 

167 4 

177 9 

161 4 

141 9 

HI 7 

108 0 



(21 0) 

(-1 1) 

(' •'» 

(5 2) 

(10 1) 

(Id 2) 

(117) 

(7 7) 

(21 9) 

(8 01 

33 Basic metal and alloys indu.sincs 7 451 

1451 

1.14 2 

)l(l 1 

1.16 6 

148 7 

1403 

1415 

119 8 

HIO 

111 1 



(-2.1) 

(-7 9) 

( 0 9) 

(01) 

(0 8) 

2 2) 

(2 6) 

|6 7) 

(158) 

(HI) 

.14 Metal products and |xu 1 s 

2 810 

142 0 

144.1 

)4I 2 

1.17 2 

117 9 

140 3 

120 2 

1110 

UH)6 

101 7 

except machinery and 
equipment 


(2 9) 

(19 I) 

(10 1) 

(21 1) 

(21 1) 

(16 7) 

(8 1) 

(10 1) 

( 18) 

(17) 

15-16 Machinery and equipment 

9 5<i5 

•615 

149 9 

141 1 

133 1 

1.58 1 

149 2 

149 6 

141 7 

114 7 

1128 

iHher than trnnspon 


(14) 

(-2 7) 

( 17) 

( 10) 

(2 1) 

( 0.1) 

(5 6) 

(5 2) 

(19 5) 

(128) 

equiptnei.i 




" 








.17 Transport equipment and ports 

.1984 

174 1 

175 9 

186 6 

171 1 

165 4 

176 8 

153 8 

149 9 

H2 8 

IH2 



(5 2) 

(IK 1) 

(.■•0 9) 

(19 1) 

(06) 

(15 0) 

(2 6) 

(12 9) 

(1741 

(11 1) 

18 Othci manulacturing industnes 

2 559 

1226 

126 5 

|14 t 

110 9 

126 1 

126 8 

120 4 

1218 

ll7-> 

104 0 



(-2 8) 

(9 5) 

(152) 

(6 4) 

(-18) 

(51) 

(-2 7) 

(5 2) 

(112) 

(10) 

Mumifactunng (Total) 

79 .158 

156 7 

147 1 

141 1 

1404 

149 7 

1461 

140 6 

111 8 

12(5 

10X5 



(4 7) 

(15) 

1*9) 

(41) 

(5 9) 

(4 1) 

(6 7) 

(67) 

(HX) 

tX 5) 


Nine Figures within brackets are percentage variation over the (.onvs|ionding period of the previous yea 
Source Central Stattsiii al Orgaiusalion 
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COMPANIES £FW Research Foimdatioii 


HINDUSTAN DEVELOPMENT 
CORPORATION 

Fall in Sales 

THE recession in the steel industry and 
the unsatisfactory ccoiiomic scenario in 
);cncral affected the pertonname of 
Hindustan Development rorpoiation 
tHDC) drastically in I997-9X While net 
sales declined by 7 pei tcni over Ihc 
previous year, operating profit fell by 27.5 
per cent ovei the same penod Despite a 
fall in interest s harpes ulown 7..t per cent) 
thecompany 'shottomliiK' plunged by 77 2 
per cent duiing the year under review 
With earnings per shaie declining from 
Rs 2 2 lo Ks (1 ‘i, the company decided to 
skip Jisidend foi the year (1996-97 10 
pel centt 

Poor powci supply from the Madhya 
Pradesh State Electricity Board affected 
the {lerfomiance of the company's non 
and .steel plant at Malanpiu Erratic power 
supplies and pool quality have led to 
underutilisation of the plant's capacity 
I ack of orders and unequal coin|>ctitioii 
from cheap import s also adversely affectcHl 
the pcrfoniiancc of the company’s engi¬ 
neering, petrocarhon, i yamdes and c liemi- 
cals. and steel di visions drastically What's 
more, the scenano was expected lo con¬ 
tinue during I995<-99 To add lo its wm's. 
the company's Bharatpur plant iindet its 
general engineering works has been under 
a lock-out since December 1997 follow¬ 
ing labour unrest 

The company s cyanides aiid chcnin als 
division too did not iiiati. h the pioduciioii 
and .sales of the pievioie-' ear mainly due 
to lowet gold mining av tis ity and weaken¬ 
ing of gold pnccs in the mictnation.''l 
markets lncrea.se in import of sodium 
cviUiidc in the country during the yeai and 
a dccteasc in exports pointed to adillii.ult 
trade situ.ition 

The only silver lining during the year 
undei review was the new container 
Hat Older sccuted by the company's 
Santragachi plant from the Container 
Corporation ol India (CONCOR). The 
order came at a time when the company 
was witnessing nriiuced w agon orders from 
ihc Railway Board Sue h wagons arc being 
manufactured lor the tir.st time in the 
countiy against Woild Bank aided con¬ 
tracts awarded by CONCUR The Santra¬ 
gachi plant also supplied, forthc first time, 
hoiiom di.scharge cc'al hopper wagons 
required for merry-go-rounds by super 
theiinal ptiw'cr stations 


The flagship company of the R P Mody 
group, HDC is now setting up a new 
subsidiaiy christened Hindustan Business 
Corporation (HBC) to undertake import 
and export trade in industnal and commer¬ 
cial products. HDC will have a 51 per cent 
stake m the new venture 
Meanwhile, for the first six months of 
1998-99, HDC earned a net profit of 
Rs I heroic* on a net sale of Rs 125.4 
ciore While interest chaiges stood at 
Rs 6 6 crorc foi the same penod, depre¬ 
ciation provision touched Rs 10 2 enirc 

MAHAVIR SPINNING MILLS 

Slack Demand 

A pan oi (he laigest cotton textile group 
(Vaidhamuii) in Noith India, Maliavii 
Spinning Mills is a diversified company 
with interests in yam, .sewing threads and 
alloy steels While 60 per cent of the 
c otnpany '.s turnover comes from <li I Icicnt 
types of yam. another .10 per cent is 
accounted Im by sewing thieads and the 
balance is contributed by alloy steels 
The company performed well on the 
protitahility front m 1997-98 Though slug¬ 
gish demand, both ovcrsea.s as well as in 
the domestic market, somewhat icstnctcd 
the rise in turnover to 6 9 per cent, the 
company’s operating profit increased by 
f 7 1 per cent over the previous year This 
w as mainly due lo the lower cotton prices 
pievailing during the first three quarters 
of the year Its foresight in maintaining 
a goiid cover lot cotton during the earlier 
pail of the year provided the company 
>.01110 icliet III the face of rising prices 
during the last quarter. The 4-5 pet cent 
c lit in excise duty on thieads and the value 
addition in gassed and mercerised yam 
also helped the company improve I's 
margins considerably. A fall in iniciesi 
charges (down I 9 per cent) helped the 
cumpanv post a 44 7 per cent nsc m its 
bottomline Consequently, earnings per 
shaic iiKteased from Rs 14.3 last ycarlo 
Rs 21. Fneouraged by its pet tormance, the 
company decided to raise dividend from 
32 per ce.. in 1996-97 to 40 per cent in 
the year under review 
Production of yam by the company 
increased by 3 per cent as a result of 
pruducliviiy impiovcmcnt while sale of 
the .same was higher by 9 per cenf in value 
terms over the previous year .Salcof sewing 
thread loo was higher by 48 per cent 
According l«) the company, however, 
this rale of growth was not expected to 


continue in 1998-99 and maigins were 
expected to be under severe pressure due 
to excess supplies, demand shrinkage in 
the domesUc market, higher cotton pnccs v, 
because of damaged cotton crop, the 
currency casts in south-ea.st Asian coun- 
tnes and the overall depressed market 
conditions The company’s exports too 
declined by 1.8 per cent due to the reces¬ 
sion and currency ensis. 

The company’s steel division saw its 
production of steel ingots/billets and rolled 
products decline by 20.2 percent and 13.8 
per cent, respectively, due to Ihc contin¬ 
ued recession m the automobile market. 

A hteakdown in the steel melting shop for 
a pciiod of about two months did not help 
matteis either As a result, sale revenue 
liom the division fell by 11 3 per cent. 

'File company has set up an acrylic fibre 
profccl under a joint venture agieemeni 
entered into with Marubeni Corporation, 
Japan and Japan Exlan Company. The 
paid up capital of this venture stands at 
Rs 107 5 crore in which MahavirSpmnmg ^ 
holds a 63 per cent .stake An Oswai group 
company. Mahavir Spinning has also 
increased ihe capacity of its cxpvirt on- 
ented unit by 25,(K)0 spindles 

Keeping in mind the lower growth 
expi'cicd, the company’s slock currently 
quotes at around Rs 44 on the houiscs, 
discounting its 1997-98 earnings a mere 
? 1 limes 

VARDHAMAN SPINNING 

Capacity Expansion 

Another company from the Vardhaman 
stable, Vardhaman Spinning and General 
Mills is engaged in .spinning of cotton and 
blended yam, proccs.sing and dyeing, and 
weaving. Its forward integration and focus 
on high-end products helped the company 
increase its pmlitability consideiably in 
1997-98. While operating profit increased 
by 10.3 per cent over the previous year, 
the company’s bottomline surged ahead 
by 48 per cent - aided mainly by a shatp 
decline in interest charges (down 17.6 per 
cent). The decline in interest expenses was 
a result of the company raising funds 
through exiemal commercial borrowings 
(ECBs) of $ 15 million at lower costs. I'hr 
rise in the company’s bottomline was 
de.spite the fact that it made a provision 
of Rs 7.64 crorc towards excise claims 
commcncmglrum 1995 Ithasnicdappeais 
against the.se orders and is hopeful ol^ 
reversing the .said amount. 
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Hr WMk’k CinpaaiH 


(RslaUit 


BlndnrtMi Dev Makavir Vardlunaa 

Carp Spfamlag Milb Sptamliii 

Fbianclal ladkaten March Rlarch 'hlareh March March March 



1998 

19*7 

1998 

19*7 

1**S 

1997 

bcom/approprfaitioiM 

1 NMsalM 

50284 

54090 

57634 

5.3939 

36939 

35730 

2 Valoe of prodacuon 

50209 

53754 

.57346 

53504 

.37904 

34794 

3 Other Income 

827 

2652 

687 

536 

600 

881 

4 rote/ incoaie 

51036 

56406 

58033 

54040 

38.504 

35675 

S Row mueiuli/itoim and 
spoRS oontumed 

25478 

30056 

27000 

26271 

19616 

18943 

6 Other meniiftctiinng expenses 

5894 

5543 

6259 

6293 

5092 

4374 

7 Remuneraiion to employees 

7470 

5622 

3226 

2773 

2015 

1745 

8 Other expenses 

5173 

.5.502 

8426 

7513 

3463 

3072 

9 Operating profit 

7021 

9683 

13122 

11190 

8318 

7541 

to Interest 

2633 

2839 

4119 

4199 

2339 

2839 

1 1 Crust profit 

4683 

6856 

8933 

6889 

6124 

4385 

12 Depreciation 

4057 

4027 

2668 

2482 

1916 

1771 

13 FrpfU before lax 

626 

2829 

6260 

4402 

4193 

2609 

14 Tax provision 

66 

.369 

830 

650 

1035 

475 

IS Piofti after tax 

560 

2460 

54.30 

3752 

3158 

2134 

16 Dividends 

NA 

1234 

1154 

967 

708 

532 

17 Retained profit 

560 

1226 

4276 

2785 

2450 

1602 

Uabllities/MMta 

18 Paid-up capital 

II191 

III9I 

2574 

.3024 

1.595 

1645 

19 Reserves and surplus 

741.30 

73577 

29184 

24958 

18619 

16268 

20 I/ing-term loans 

28342 

29126 

2.3284 

20929 

16516 

11244 

21 Shon-term loans 

8330 

7195 

10554 

11.331 

5837 

5743 

22 Of which hank borrowings 

8330 

7195 

«05.t 

106.31 

58.37 

5743 

21 Cross fixed assets 

1133.55 

106522 

39279 

36627 

32960 

25537 

24 Atcuniulaied depreciation 

30831 

26880 

13359 

10793 

10693 

8816 

2.S Inventories 

23168 

22183 

16627 

15276 

12543 

8699 

26 Total assets/liabilities 

142325 

142462 

719.35 

68087 

49119 

40398 

Misccllanemis Items 

27 Excise duty 

3747 

4043 

427(i 

4296 

3581 

2671 

28 Cross vidue added 

14033 

10516 

15771 

13.527 

10090 

7860 

29 Touil foreign exchange income 

2773 

4717 

16305 

16604 

8850 

9948 

to Total foreign exchange outgo 

6636 

6054 

.3944 

5515 

4835 

3510 

Key flnanclnl and performance raMoa 

tl Turnover ratio 

(sales to total assets i (%) 

.35 33 

37 97 

80 12 

79 22 

75 20 

88 44 

12 Sales to ratal net assets {%) 

41 22 

44 67 

87 86 

89.54 

86 78 

102 38 

tx Cross value added lo 
gross fixed assets (%) 

12.38 

9 87 

40 15 

.36 93 

30 61 

.30.78 

t4 Return on investmeni 

(gross profit to total assets) i%) 

3 29 

4 81 

12 42 

to 12 

12.47 

10.85 

.tS Cross profit to sales 
(gross maigin) (%) 

9 31 

12 68 

15 50 

12 77 

16 58 

12 27 

*6 Operating profit to sales (%) 

1396 

17 90 

22 77 

20.75 

22 52 

21 11 

.17 Profii before tnx to sales (%) 

1 24 

5 23 

10 8(1 

8 16 

II 35 

7 30 

38 Tax provision to 

profit before lax (91 1 

10.54 

1304 

13 26 

14 77 

24 68 

1821 

39 l^fil after tax lo net worth 
(return on equity) (%) 

0 66 

2 90 

17 10 

1341 

15 62 

II 91 

40 Dividend (%) 

NA 

10 00 

40 00 

32 00 

40 00 

30 00 

41 Earning per share (Rs) 

0.50 

2 19 

21 01 

14 34 

19 76 

1.135 

42 Book value per shoro (Rs) 

76 24 

75 75 

12.3 .18 

106 96 

126 73 

111 99 

43 P/E ratio 

999 

NA 

NA 

NA 

3.04 

000 

44 Debt-equity ratio 

(adjusted iw levaluiitioB) (%> 

33 22 

.34.36 

73 32 

74.79 

81 71 

62 77 

45 Shoit-term bank borrowings 
to uiventones (%) 

35 95 

3243 

48 41 

69..59 

46.54 

6602 

46 Sundry cieditors to 
sundo debtors (%) 

140 44 

123.93 

12 14 

15.88 

.17 23 

20 66 

47 Total lemunenbon lo enqiloyees 
to value added (») 

53 23 

53.46 

20 46 

20.50 

19 97 

22 20 

48 Total lemnneiatian to employees 
to value of production (ji) 

14 88 

10.46 

5 63 

5 IS 

5 32 

502 

49 tirots fixed assets formation (%) 

6 41 

8 97 

7 24 

NA 

29 07 

NA 

50 Growth in mventones (%) 

4.44 

-207 

8 84 

NA 

44 19 

NA 


NA' meaiu not available 


On the turnover ftont, however, the 
company was not so fortunate. Sate in¬ 
creased by a mere 3.4 per cent during the 
period due to the leduced realisation and 
poor over!ica.s offtake. Exports declined 
by 11 per cent as a result of the south¬ 
east Asian currency cnsiS and the company 
diverting yam towards value addition. 

Vardhaman Spinning has now increased 
its capacity to add value to yam Wcavii^ 
capacity was expected to increase to 120 
looms ftx>m 108 looms The company’s 
dyeing unit was also being expanded in 
order to cater to the requirements of the 
acrylic fibre plant being set up by the 
Va^aman group In line with its strategy 
to focus on high-end products, the com¬ 
pany plans to increase its weaving capa¬ 
city to 200loomsby the tumof the century 

The company also plans to set up a 
fabric process house in technical collabo¬ 
ration with Tokai Senko of Japan at an 
estimated cost of Rs lOOcroie. Christened 
Auro Textiles, the new venture will have 
a capacity of 30 million metres per annum 
and will be set up in the Solan distnet of 
Himachal Pradesh. The project, which is 
expected to be commissioned dunng the 
second half of 1999-2000, will further the 
company's; aim to go in for higher value- 
added fabrics from grey yarns and 
manufactunng blended dyed fabnes. 

As in the ca.se of its group company. 
MahavirSpirming,Vardhainan Spinning's 
margins too were expected to he under 
severe pressure in 1998-99 due to the 
n.sing cotton pnees and reduced yarn 
realisations both in the oveiseas and 
domestic maikets. 

The company's stock currently quotes 
at around Rs 60 on the bourses, discount¬ 
ing its 1997-98 earnings by a mere three 
times. 

Godrej-GE Appliances 

The country's foremost home appl'ances 
company. Godrej -GE Appliances recently 
received the ISO 14001 certification for 
Its environmental management system for 
refrigerators. ISO 14001 is a specification 
standard which focuses on pollution 
prevemion, commitment to comply with 
all legal requirements and commitment to 
continual improvement in environmental 
performance through environmental man- 
.^ement systems. A joint venture between 
Godrej and Boyce and GE Applianic.s, 
Godiej-GE Appliances is a pioneer in 
su.stalnab|e development and new techno¬ 
logies in the domestic refrigeration 
industry. The cor.ipany has been a market 
leader in home appliances for the test eight 
years. 
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HD Growth horizons for a new millennium 

By K. B. Dadiseth 


A I I litiiliistan Ia'vit we believe that thi 
inaiMKeiiinii ni the day ■<> the • ustodiari of 
th( lompanv's legacy, and also a tnistei toi 
tomnirott' Iht measure ol iis achievi iiiLiir is 
not jusi sustaining pieserit peiforniaiKc. hiii 
(qiijllv assuring future prospiits lo sisuie 
the futint. llu mam task •>< inanai;< nteni is lo 
realise sustainable giowih I'oailiiesi tins, w 
heliew dial we must spari no i lion W« then'- 
iorc stietih oui growth anibiinais lo set nspiia 
Hons that mans othi is might nmsidei unrealis 
lu 

( hii qiiLsl loi giowlh IS iiiidi I pinned bv a 
stiinig beliel mat iht iit'i tnilhnnium «ill lx 
the millrnniiii's ol knosvhdgi Hus inivicably 
means dial people as lailieis ol know'leilpe 
wdl In ati oigamsaiiun's most inipoitani asst I 
In lad, phvskal assels sedi lost iniith ol thru 
imiKstlame to hiisimss sutetss loi India, die 
IS Hidestl gtxxl Ileus Ixsaust. this is du louii 
tis’s hig thante lo Icveiagi its ktv sliingth its 
S', 1st |Miol ot highls taleiilid pinpte Tile phai 
ma< eiiticals and soltwatc industries aie alieatls 
doing this anil n aping the g.iins nl their ion 
sight V'eis stnai, mans odur industiies uill 
also Inrgin to tapiiahse im India's well iiliuai 
cd anil higlih skillid pi opit. 

rill inilli'imiiiiii ol kiiou'KsIge tails tor a 
ntw pai idigm Inisintss giounh ihioiigh )xsi 
pie giouih < ■rowth is die hlebliHKi ol I hmius 
tan la*sei It is ar the rixit ot siistaiiuvl shaie 
lolilei value sieatioii timwth is cieaidl not 
hv that amotplioui tntiiv, ihe oiganisation, hiii 
hs Its tall rue I aiul kiiou h dgeahli pcopb 
Vnmh e uliv ui maki sini. iverv eiiiplosie 
h.is an f silting i.iits i and is-ers' oppoitnniiv 
for peisonil .kvelopimnt We know dim the 
•x-tlii *11 linnis-rhi |hi(i mial ol out c xi i Ik nt 
pixipit rh< li.tet Mm 
dusiari list' vdl giou 
f quails, iht tasii ■ I lin 
diistan I i*sx‘i gious du 
hioie opportiinii'es ui 
can III ale lo ixiite anil 
retatit out talent 

Thill pillnrs sup 
poll this paiadipm ol 
tiisiiiiss giowth 
liiinigh piopli giouth 
I ll'.lls iIk kiv lo 
Heating and siist.iiiimg 
:iiisiiii*‘.s g'.iuili IS lo 
lomluin il.stiiii'is'i* 
ight ainl toil sight 
iiilo dt VI loping iiiir 
Tiarkets and meitinr 
hoivolsing <11ds ol onr Ioiisumers Wi do 
this bs iiiMiisels appls'ing tiihnologs and 
nott ledge that pi'sli the botitnlancs ol the 
possible In doing so wi pioaMn'ils dust the 
devcKipmi ril ol new oppoitiimliis and mar 
kets In this way, Mindusian lavii uill eilictgi 
is a sharx'l of its own slestins lo dn lu'iielit nl 
Is sharcholdeis, its empliisexs tis eonsiimeis, 
mil India at large 

Sixondlv, kiiowic'lge ilcveliipmeiit must lx 


the liK us ol our idloris The six ret ol grouth is 
to eoiiveit me*n informatiiui into distinctive 
kiKiwIeilgc and lapabilitics that uiU give us an 
ailvaiitage over competition We must i omple 
meiit this quest foi knowledge with an out- 
waiil hxikiiig peisyxxtisre that will allow us to 
identify, evaluate, and apply ulias and licst 
praellies from aimind the woriel Wi williom- 
pound this learning with ihi elistinitis’i 
insights and skills of our own einplovees to 
liuitd an unheaiablt competitive edge 

Finallv to win in the millennii'm ol ktiowl 
edge, we must continue to attrait and exiile 
the best talent in India Today, talentixl (xxipk 
have more opiums available than ever Iwloie 
'I'he chaJlrnge for ns ix in ercati an exiviion 
mem in whu h i niplnyees i an work with Inxxl 
om, within a fiaiiiinvork ol exntKiueiinexit and 
ai I oiintabilitv, sxrsticl with tinparallrlixl |n>w 
iIS III imagine mate, and implenun dull 
ideas fully supported bv invc<tnients in 
kni'wledge anil texThnologv 

rhcsi three pillars will hold logrlher the 
tiiliiir exliliie- ol I Iiiuhixtan I,es'er 

SHAPHSIG OUR DESnsnr 

I’o build the lirsl pillar, flindtistan l.es'ii must 
titselop distinetive insights liy uiidt rstaitiiing 
how ongoing eeonomu and smial i Mange is 
afleiimg the business exivuimmixit Vic know 
that the dilleienee between suceessfiil and 
iinsiuiessfiil innip.sniex is the ahilits to Ion sex' 
the fiitiiir and piepare for it, so that when 
optxirtumtics aiise they ean be fully eaptiiiixl 
(risen the changes we expect over the nest 
deeadc the i hailenge lor I Imdtistan 1 cx -r u ill 
lx- to res|Mmd effectively to the new niatkits 
dial these ehanges will iteatc 


It IS i,ii|H>nanl u> recognise thai iliange is 
.ilteailv iitxiii us leading to new oppoitiinitii s 
foi giowth Some tompames ate already Iwne 
fitriig from these oppottumtm by t reatmg nesv 
products and serviees or by redesigning their 
busmtss systems Hindustan Lever itsell is a 
1 ast in (ximt We have always lespiwided etfee 
•ivtiv to nev tliallengrs When our imlustnes 
WI 11 ill regulaied, wr set up new capaeity at lit 
tie cost he atisi sii wx're ready wirh tixal adap 


tat tons of leebnology we had received from 
Uraievei Within a lew years of deregulaticm, 
we were able to conaoli^te Unilever's opera¬ 
tions in India because wr alreac^ had a biue- 
prmt foi mtemal realignment We will comm 
ue to devise such creatisre responses to the 
challenges iliat the next millennium will bnng 
As usual, wr are already preparing to do 
so To iiieiitily future trends at the giolml level, 
Unilever has conducted a worldwide effort to 
suigle out the consumer megatrends of the new 
mdlexinium I'he study has identified product 
and scrviie oppoii unities that Unilever can 
iieatr and shape in llie funiie These opportu- 
mtie-s I an be- groupexi into three themes health 
and s'ltality, eonvcnienec and leisure They 
broadls luild true tor the Indian consumer too 
In India as wall, we hasx: already discermxl 
semie mcgaticnds Hie early years of the next 
iiiilkniiiiim will hr marknl by major social and 
I lonomie shifts that will change the way ccni- 
siitm rs behave S'lmulated by inireased 
knowledge, information and buying power, 
these sliifis will create aspiiations t<<r better 
lifestyles If lomgtanies tan resjxmd creatisx'lv, 
dt mand will escalate 

Kv 20(15 more than two thirds ol the 
couiirivs 1 I billion jseople will be literate 
I lose to half ilie jx-nplc wdl bi very young, 
under the age ol ?0 I ligher ediicaiinn will also 
hiivr evpanJed dtii to the iniieasing mtema 
tiunal linkages that the Internet and nthei 
iiiterai live media will provide Tcievtsinn will 
cover ptanieallv all nt iiihan India and ewer 60 
IXX leni III rural India The number ol house 
holds taming iwcr 110,01X) a vtxir, in terms of 
puiibasing power pantv, will double tioni 16 
million In H million A further 165 million 
hiunes will provide a vast 
pool ol consumers loi 
the mass market 

Modern telecom 
muniiations will be 
widespread It was 
ineonceivabic a decade 
ago that about 5 4 lakh 
villages would be con 
nrcted by teix'phone, 
today this has heroine a 
reality Information 
Technology (IT) will 
pervade many homes 
Promoting IT use is a 
key eietnent of the Gew- 
emment's agntda now 
Steps will be taken to 
inrieasr |>ersonal computer penetraticxi from 1 
m every 500 pcisons to I m every 50 by 200f) 
The 600,000 existing public call offices ate ti> 
be convened into public trlr-mfbrmation cen¬ 
tres with rleetnuuc mail and Internet connec 
tions Large investments will be required to 
mixx these goals But it is reasonable to assume 
that by 2005 much progress will be made 
Tiiese developments wiU give nsc lo two 
major opportunities new demand at the lower 


The millennium of knowledge calls for a new paradigm - business 
growth through people growth. Growth is the lifeblood of Hindustan 
Lever. It is at the root of sustained shareholder value creation. 
Growth IS cieated not by that amorphous entity, the organisation, 
but by Its talented and knowledgeable people. Which is why we make 
sure every employee has an exciting career and every opportunity for 
personal development. We know that the better we harness the 
potential of our exce'lent people, the faster Hindustan Lever will 
grow. Equally the faster Hindustan Lever grows, the more 
opportunities we can create to excite and retain our talent 
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end of the market ipectrum, and a dramatic 
shift in the nature of demand at the upper end 
The key to capturing these opportunities will 
be technology The implicatioos for our busi¬ 
ness will be profound 

As millions of people move horn eamuiK 
subsistence livrVbooda to being able to satisfy 
basic desiret, a burgeoning mass market will 
cmer^ In out market seeding initiatives, we 
have already seen this latent potential We 
think that applying state-of-the-art tcdinology 
to create and dehver vaIue■to^nIonry products 
to consumers, wtll be the key to unlocking this 
market potential For example, research m bio 
chcmiitrY, cereal science and priKCs-s engineer 
ing can help develop low-cost but nutritious 
iood products ior tow-income consumers 
whose demand for piotcin-nch foods will 
increase Dclivenng value for money will also 
rrquue a cost effective supply cham Satdlitr- 
based rommunicatinn. whah wr already use to 
link up our farrones, depots and otfucs, can 
bi cxttmdrd to disrnbution stockists bv mak¬ 
ing It easier ro sen-ire the demand and also in 
mnrator our expanding network 

A. disposable incomes nse, the aspiranons 
of the newlv prosperous will also rise They 
will demand adecitiate thoue. functionality 
and ochei brand benefits TiHiay's proliferation 
o( priHliiits bears this <iut Before 1^1, there 
were only tive manufaeluicrs in the personal 
I .IK- industry Today, ihi-rr ate ovt r 20 < alrnng 
to the twi lent ot homes that form the upiwr 
income croup When l>v 2(X)9, the nunibci ol 
suili householils doubles, liemaiid lor value 
added products will flourish Technology will 
plav an impoitani role in serving thi se high 
end lon.umer segments as well For example, 
develn|inients m c omhinaturial chemistry can 
help identify mgiedimts that wiD deliver eon 
sumrr desired pciformance in personal care 
pnidiuts Tht ads-enl ol electronic commerce 
will also allow companies to tailor value propo 
siiKMis to the necsls ot individual consumers In 
this new world oi tnntinuous relationship mar- 
kining, Hindustan larver will be able to estab 
lish veiy deep and direct linkages with con 
siimers o build an unassailable market post 
nun 

We have denir a lot in the past to icspond 
to changes m out environment But wr need to 
do even more Lev-raging our unight into the 
consumer's needs and out technological 
stiengths, we will develop distinctive know! 
edge, our second pillai of growth 

DEVELDPMG MSimCIlVE 
KNOMLEDGE 

Knowledge must hi- distinguished from mere 
information For example, it *s well known that 
the Indian housewife seeks .-onvemence prod 
ucts But she does not want them to complete 
ly subsutute her own home management skills 
Wr must develop distinctive knowledge to 
undetstand what exactly would offer her ton 
veniente and yet allow her to be creative This 
will enable the company to develop products 
that do not |ust meet hei expectations but 
exceed them 

To realise growth, knowledge must be con 
verted into products or services that actually 
offer value to the consumer In on envimnment 
of abundant choice, growth will tome item 


We think that applying state- 
of-the-art technology to create 
and deliver value-for-money 
products to consumers, will be 
the key to unlocking this market 
potential. Delivering value for 
money will also require a cost- 
effective supply chain. Satellite- 
based communication, which we 
already use to link up our 
factories, depots and offices, can 
be extended to distribution 
stockists by making 
it easier to service the demand 
and also to monitor our 
expanding network 


bnng the best pnivult rs ut the best value This 
means that the toiiiiuuv has to develop dis 
tinctivc knnwledyi in tin <-nurc chain of activi 
tics from the aiqiiisiiMn and conversion ol 
niatciials to the >li livi ly ot Imished products 
to i ustnmers 

Todav, tiiurh ol iliis knowledge resides in 
individual hiisiTu-.sis mil functions of the 
organisation hut i in In- applied in difleient 
divisions of the iniiipany For example, out 
kiiowicdgp on lirali'i • j>i iqiiaUv hr applied m 
personal cate offennys ,uij in food products 

This knowlrilyi- must he pul to the vital 
task of creating ii<« opportunities through 
extensive shatiiig of knowledge among out 
businesses We an purting in place mecha 
nisms and systems to i liable knowledge shar 
mg. that rapidh cYicini insights and competen 
cies developed in Jitleieiil divisions across the 
company BviniciiMlIi icalignmg the organisa¬ 
tion, we have Imti' .thli tr, identity such knowl¬ 
edge synergies Wc .ire also usmg IT to bttng 
more torus lo this pmsess We have already 
made extensive invisiincnts in integrating dit- 
tereni functions ilniiiigh IF and will lontmue 
lodoso 

It IS critical III till- organisation to conrin 
uixisly boilil ufHin jii>l relresh the knowledge 
ir develops within 1'his happens in the organi 
sation's rnnnnunus mu -face with consumers 
It also oi'cuis thioiiyh our linkage with 
Unilever We have lomplete and direct access 
to Unilcvri's mtrni.itional KflrD and technolo 
gy, which has enahli'il us to imiodure best-of 
class intemeiional proifiirts and processes Sig 
rafliont ennihment also takes place indiretllv 
through the exihangs of managers between 
Unilever and Hmdiisian lowei 

We will complement these sources ol 
leortung with sy<cri.il efforts to identify and tap 
external sources of knowledge, the time is now 
npe for us to svsiriiiaiirally lap the wealth of 
global experimco ai d uleas, even outside the 
Unilever system We will build a knowledge 
web ihat includes r It rnal groups who can 
contribute to our ide • generation or technolo 
gy dcvciopmcni ^s India globalises, we will 


lead the held to power our own gkybalisation 
of knowledge and technology. 

This will also help us ir xtrengthen the 
third pillai ol growth lec tuning, exciting and 
letammg the Iwst talent 

1ME BEST EMPLOYER 

Brands technologs ami capital an lonsideied 
the fundamental assi-ts t»l a busiiK-ss Indeed 
they ate Bui they air i icutcd and Icvciagcd liy 
people The imagmatnm and inni>\.itiiiu oi ui 
eniplovers has allowril us to rieait hiancis and 
leverage technology and capital, lo nut-i tht 
nerils of new and evolving cunsunieis 

Many ol out brands aie more than a him 
died years old and yc-t as young as if they had 
been launched yesteiday We have extended 
them to meet the niche needs of diffeiem seg 
ments We have also invented technologies that 
convert apparently simple substances into 
high value ingredients In some of otii btisi 
nesses, wc derive a verv high yield on gross 
capital einploved, while absolute maigiiis on 
the pmducts lemoin pegged at leaviiiable lev 
els 

ITie stietch in hi amis reflects ihc strctih in 
our (leople's minds The technological feats we 
have .11 conipllshnf rrflc-cl oui jHxiple's mgcnii 
ily III diiiviiig iiinovaiums tiom siK-ncc Ihc 
value wc have i-xtinitcd from capital cotie 
sponds to the salut ihii pi-opk have added in 
business ptixrsscs To ac-luevc- oui full piiicn 
tui, wc must continue to rmpowci out ixopli 
to stretch their minds ingrnuily and abilities 

In the iihimatc analysis, the company i> 
nothing hut a inlleciivc intellect Its success i> 
detennined hv the state of mind, and theic-fori 
cenlirs around people's attitudes We helievi 
that to win in 'he market, we first need to win 
in the mind, and to win in the mind wc must 
'will' things to happen 'Ihcictorc, the 
dynamism wc wish to inculcate in our oigani 
sation IS proportional to ihi dvnainisni wi 
unlock m the minds of out employees Husi 
nesses ate ultimately built hs the spiiit of ihi 
women and the men behind them, filed will 
the capabililv and dcsirr to sm ci*cd V c inus 
transform our yKople into sustained winners 
accemuatttig their sttenglhs and hriilpnig (hen 
gafis T'his in iiim W'lll iiifliieni e thi t ninpanv • 
collective entieiueiienrial ahiliiv .iml ioi,ip.‘ii 
tivniess, mabimg us lo adopt new appouilii-' 
and an abiding .thiliis to -akv itsks the reward- 
of which are goinp to Iv hiii’c in iht pursnil ol 
giowth 

In out tiimfcl 111 bns-ni .s giowth ilit-nigt 
people growth, ihcrelori p, opli will be vi sics 
with unparjIleleJ pow'ci to iinngii.c. itit.ovati 
oiii implcini-ni new ideas, lulls -uppoitid h< 
mvestnients in technology, marketing rev ml 
and people development As out peopi, 
iiieretsingly aiqiiiie mine lapahilitiis, on 
businesses w-ill di*volop and retain tliiii min 
pciitnre edge This will, m turn, attinci inim 
and more talented peopli, lompieting the sn 
tiious eye le 

To grow, we must continue to iniagiiii am 
innovate I>sitig new things and doing thinu- 
diifmnily must IvHonit a corporate < apahilitv 
'I'hi organisation w-ill create the conditions ih.i’ 
iostcr this capahihis Wc recognise that ttii-- 
will mean pins tiling operational aiiton<>tiv and 
encouragiiig. risk taking People must h.isc the 


Ec.onomic and Political Weekly May 29, 1999 



tm'dom to iin|>lrincni tlicit IniMiiess iJms in a 
mannei niosl ivirvjni to then (onauln(rl^ Bill 
thcv must also he aisoiiniabir to the slrjiims 
Iramessoik ul tiu* orKanisatum 

II 11 S approash ol liecdom within a Irame 
Mork ot aiLoiiiuahiliiy will reqiiitc to in n-virw 
■nil (■iKanisalion structures anil people man 
apement s\stems Tlic aim will Ih‘ to iliisr ileii 
shMi makini; to emimwered It inis as t lose as 
possible to lh< Irontime This iiiiiioiMimeni 
will Imed rniteprmriirship \Vi will also line 
tune out people nianaeenKiit sssterns to 
enhance einplovces' slrenpllis ard hridftt then 
skill gaps haoh individual will letiisc the 
attention rcciinred 10 upeiadc toiporalt capa 
hilitv and fliminatt ans ('ollei Lite draw hat ks 

Vt'( liinilv Kilt vt iliar 0111 new iiaiadnnn 
will titau a (sowi'liil taliie proptisiiion for 
current and liilatt tale ill As we piiisiie this 
paiathgm we will make toiutiltsl I'lhirts li< 
am act esiite and ritair India's lop talent 
whili pnisiiinp 0111 time tested politv ot men 
liierait wlliih lewaiils peiioiniime ami pi<< 
iltie'tivilv I till ItHjs will he to lulls iliiptiwti 
0111 |N opit tu lilt lease then spei d and i nlian> e 
their ireaiivirs in derivint' giowth liuin all 
oppuitiinuies ini'r lime Oiii Kisint ss inmlel 
will make Mindiisian Icvtr not pisi a gieai 
I'ompain in Imlu bul also a eieat enijilovt 1 

The ovirniline tKiiu, how ewe i is alwat. 
fitiwlh lo this end wt havi alieadv appouil 
ctl a dtdiialiil team oi soiini*, \tt espi tiiiuul 
manageis to analsse hitun ticiuls and siipgtsi 
wavs to luilhei strengthen eiowth Al lilt eiul 
ol this e'titist we vill hast a ginwlh hliu 
print loi iheiotnpam eoiiiprisinf inn tUiieiil 
hiisine'ssrs iiitl liiliin opMtins 

MA^IAGI^IG GROWIH HOmZONIS 

Athitving lapiil, siistaiiiahle grow'lh le’ipiiics 
dial wt iiiaiiagt ibits htiii/ons siiiiiillanetiuslv 
itowirg tiirienl businesses c xpaialing into 
It laud hiisiiitssis anil sitdiiig options lot 
hiluit giowtli 

In iii'T tuiieiil t itit!<iii''s, vrowlh wiM 
loiiii Irtiin III leasing 1 tiiisutiiptioii aiitl nath 
7lie opporiuiiitii s lor intnasing iii'<suiiipti(iii 
in India irt laii'e huaiist its pel lapita ton 
simiplioii Is iiiiieh Itiw'i I lliaii iiiltiiiaiiiitia' li t 
els base ipanv taltronts, tueh as lutiih 

pastt, shampoo anil skin can, with serv kiw 
penetralion oiils 4 out oi III Iiitlians use 
toothpaste, aUiiil 2 out ol til shainptio liuii 
hail, and tiiilv I out ol 10 lists lati irt iiii 
I leailt thesi lalegories ntli r in nieiulous 
l•lllv'th (Miienlial l.vtn in a neai saiiii.iiid lai 
'gois like peisonal w.ish India s pci lapila 
loii.i.iiiptton IS |usl 460 gms loiiiparitl to 
I liKigins in Brazil 

rill snipe 10 inrrease riaih is also laigi 
Ai leatt ^0 (Hr tent ni India's po|iiilatliin is iml 
direeth c.nered since market mai'h is lettiiel 
cd III iiihan aieas and tKisr villages tonneeiiil 
hs m.itoiahle loads Che ihallrnge hii us is to 
develop appiopnait tliannels to extend reach 
I Ol itislaiH e, a i nliial task lor us is lu t icate a 
letwoik that liireeils reaches the mass iiiiirkel 
in ruial ireat We alieady have 1 signOitant 
iliretr ilikrithutioii iitiwork But most ol the 
iK*w dimanil will K geniiated in areas we do 
101 vet tovei Wt an then hue putting m |ilae' 

1 siippK chain to direitls eovir these ari'ax 
paits ot whlth aie noi iscii aeeessihlc hv 


mutorahle roads By the time infrastructure 
devi-lo(is, we will have established our brands 
and will K- able to Kalise their full potential 

1ti glow 0111 curreni businesses, we will 
also need lo develop inmnatisx* business sys 
Kins for must of our eonsumers, product 
ehoiees lunge on aftbrdahilitv t >ui appioach 
theielote IS 10 find out what the uuisuniei ean 
pay anti then tailor the supply ihain to otiei 
the pioduit or service within that piuc Fot 
csample, wt have intioduted systems like 
replenishmeiu based supphes and vendor man 
aged mseiilory to otter attoitlahlr piiies to 
consumers W'c ate also using IT u> redesign 
OIII biismms ssstems m pursuing bcrrei qualits', 
bettei service anti iuwei cost. 

All thest steps - incieasing roiisuiiipiion, 
espanding inlrastrueture 10 teeih new gtxigia 
phies, and drstloping tost clleelise business 
sssrems - will tnaxinuse the iviiemtial ol tiMlas’s 
tore businesses But thrv will also open up 
altogether new business oppurtniiitii s I he 
iMcnsive interiaie we art building wiili ■ on 


siinit rs IS adding to our uiiderslandine ul 
coKiging nex-ds 7 'his imderstatuling will lie’lp 
us manage out olliei horizons ol growth 

In e'xpjnding into related hiisiiiessts aiul 
seeding options hir (iilua growth hnsiiicssi>s, 
■hi ohitiiive loi llimliistan Iwvir is to Kttei 
serve the ncxids .ind hlrstvles cii holli out i sisi 
iiig and (Kit.mial consumers We nnisl di sc lop 
piodiitls that Itillil new aspiraliorit hut slill 
itieel old nectis We have alieadv pioved 0111 
ahih's to do this For example, uihaii con 
siiniers iiintiniie tu oil their liati, and vet stik 
taint iidditions like daiitlruif tontiol So wt 
hast pniiliiie*il a dandrutt luiitnil iinii oil tin 
oniv siiih pitxliiil III Its taiegoiv I ow-inetinii 
tonsiiimrs in iiiial India drink iia ii> .issuagi 
liuni'ti, not as a siieial custom So ut have 
intiiHliutil a tea baseil hcveiage that tiintains 
otiiii .ipiuopiiale edible ingredients 

\!(e ate alsi, develciping tint it tt liitig 
iiitiiianisins 10 serve the custumisetl needs til 
iiihap liiiiia We have just lauiiilied a lull 
■ iiigi ol i ust'iinised personal care reginie'is 
rliioiigli a nriw'uik of framed tunsiillants In 
lilt tiitnie, emerging inteiaetive technoliigy 
tools ill help provide even belter service 
VC'hin a toiisumci uses mirtaiiux' media, she 
leasts K'hind a trail oi advertising seen, inhir 
mation aiuglit and transactions condiulcxi It 
ciiahlis hettei market scgmcntaiion, targeted 
puimotions and < ustumised ptodiit Is By iiiak- 
tiiy buying decisions nvei the televisicai, com- 
pnlei tu tell phone, (onsumers will lonrimi- 
oiislv le'l companies ahciiit then us.ige pat- 
Icins leading lo mote focused taigeting at 
lowi 1 costs We have alteadv devrlopixl mier 


active tools such ss websites, telephone 
helplines and toucbscieen kioiks for some of 
our brands As technology spreads, we will 
also explore ditect-to-consumer transactions 
tor relevant pngluets 

Uelivctmg high quality products, given the 
state ol India's infrastructure, us fragmented 
retail trade ami extreme weatlier conditions 1 * 
ohem viewed as a challenge. Bul we see this as 
an opportunity to expand and seed new busi¬ 
nesses For evaniple, froren products arc the 
most ilitticuit to drhver in our wrather ttmdi- 
tions For our cold chain we have therefore 
developed a technology based on eutectics, 
which helps overcxime these difficulties This 
t old ch,tm IS now used for our ice cream busi¬ 
ness, bul can eventually be a channel for other 
categones as well 

'•Ims, today's coie activitita are the fmm 
datioii loi new Kismesxes, which m course ot 
nniv will < reate further businesses, in a virtu- 
tius evcli' Vt'hal IS ciilieal is to be proactive 
and fa.‘.,ighted m creating tins ovcic Our entry 


mill veiUur''s Iixe hiandrd slapliw, ciiMumiseil 
|H iviiial I'aic [iiihIiuis and vending are exam 
pits ol mil vision Mine siiih ventures must 
and will follow 

CONCLUSION 

III till nest iiullenmum. wt will eonimiic to 
glow Iasi through .lui axiom ol 1 reatmg a vit 
iwnis ivtit III business giowtii through (wuplc 
giowth We w’lll unleash the full rreative 
IHiletitial ol our iKxqile to develop distinitixc 
insight and foresight We will combine the 
msights w ( giun with cieative tcchnoliigv appli 
cations to .hape our markets and lealise 
aicelciated growth W'e wiU build an cnahlmg, 
einpowcrmg and entrepreneuital organisation 
(iomg into the new millennium, wc believe it is 
far Iselter to cmbiaic change at a time of our 
t hcHismg than have change thrust upon us As 
Mahatma Oaiidhi said, “You mus. he the 
rhangc you wish to sec around you * Indeed, 
that IS out intention 


This IS the complete text of 
the speech delivered by K. B Oadiseth, 
Chairman, Hindustan Lever bmited, at 
the company's AQM held m Mumbai on May 
21,1999. For the booklet of this speech, 
wnte to the Communications Department, 
Hindustan Lever Limited, PO Box 409, 
Mumbai 400 001 The speech may also be 
accessed from Hindustan Lever's website at 
http‘//wwwhllcom 


Achieving rapid, sustainable growth requires that we manage three 
horizons simultaneously: growing current businesses, expanding into 
related businesses, and seeding options for future growth. 

Thus, today's core activities are the foundation for new businesses, 
which in course of time will create further businesses, in 
a virtuous cycle. What is critical is to be proactive and 
farsighted in creating this cycle 


ni,! 
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COMMENTARY 


The President’s Action: Constitutional 
.l^prieties 

T R AndhyanUin* 

All in all, full marks are due to the president who acted competently, 
fairly and with great digruty in a difficult situation Equal credit must 
be given to prime minister Vajpayee whose conduct has been 
exemplary. 


READING the detailed communique is¬ 
sued by Rashtrapati Bhavui on April 26, 
1999 on the president's actions from the 
fall of the Vajpayee government on April 
1999 to die dissolution of the 12th Lok 
Sabha on Apnl 27,1999. one is reminded 
of the word of the admiring Dr Watson 
to Sherlock Holmes, "You reasoned it 
beautifully It is so long a chain, and yet 
everything nngs true" 

This IS the second time that president 
^ R Narayanan has issued such a full 
communique on the events leading to the 
dissolution of tlic Lok Sabha Earlier he 
did that on December 4, 1998 when the 
11th Lok Sabha was dissolved on the 
Gujral government losing the support of 
the Congress Party. Both press statements 
contain a day-to-day account of develop¬ 
ments influencing the president's course 
of conduct in a difficult situation They 
will be u.setul guidance for presidents, 
governors and scholais in future 
What emciges from the president's 
dianscd statement of Apnl 26. 1999 is a 
laithful ob.servancc of the constitutional 
axiom - that it is the function of the head 
of the state to see that a government is 
^micd but It IS no part of his duties to 
choose a government which will pursue 
policies which he approves. 

The president states that he had two 
major objectives: (I) the need to avoid a 
mid-term election, and (2) the importance 
of seeing whether a party or a combination 
of parties can provide a workable, viable 
alternative government with the prospect 
of stability for a substantial penod of time 
if not for the remaining term of the 12th 
Lok Sabha. These arc in fact the cardinal 
principles to be borne in mind by the 
president (or the governor) in such .situ¬ 
ations. Not wily is an altemsOive govern¬ 
ment to be found but it must be .such that 
it has the prospect of surviving in office. 
Failure to understand this principle for the 
president's choice made political leaders 
-Hsut forward unjustified ^mands on the 
president 


Thus immediately alter Vajpayee sub¬ 
mitted his resignation on April 17,1999, 
the same afternoon Gevge Fernandes, 
convenor of the Co-ordination Committee 
of the BJP and its allies, sent a resolution 
to the president adopted at the meeting of 
the alliance asserting that the only viable 
ministry that could be sworn was that led 
by Vajpayee, even though there was no 
evidence of any increase over the 269 
supporters of the BIP in the Sabha 
Such a claim by tiic BJP when it had no 
evidence of any .iccretion of strength to 
Its 269 memhcis isiio had supported it in 
parliament the same day was hardly |us- 
tified. 

But whilst the claim of the BJP at this 
stage could not have been entertained there 
was equally no sound basis for propound¬ 
ing a theory, us some members of the 
opposition did, that under nocin;um.staiices 
could Vajpayee In- recalled to form a 
government becdusc he had been defeated 
The pre.sidcnt nghily pointed out latct 
when Jaswant Singli and others called on 
him on Apnl 24, l‘t<>(j that "if they could 
show an accretion of .strength the BJP 
could be made part of the consultation 
process” In the event, the BJP and its 
allies could not denion.stratc any accretion 
of strength over the 269 members they had 
on Apnl 17, 1999 

Another dubiou-s claim was by certain 
membeisof the Congic.ssI^ny that in law 
Uicy as the .second largest party had an 
automatic right to be called to form the 
government and then ability to command 
the confidence of die Lok Sabha would 
be decided in the Lok Sabha itself. Such 
a rule does not exist in theory or in practice 
and the president did nut subscribe to it. 
Inthiscascun April 2.‘i, 1999Sonia Gandhi 
had to inform the president that in the time 
that had been given to her by the president 
she had not been able to make further 
progress in gathering support in addition 
to the 233 MPs of the Congress and other 
parties and individuals, which she had 
indicated to the pre.sidcnt four days earlier 


The president correctly said to her that 
since his search was for a viable govern¬ 
ment which could secure a vote of con¬ 
fidence in the Lok .Sabha, inviting the 
Congress with its support base in the Lok 
Sabha remaining well shon of tfie ruling 
coalition's pniven stiength of 269 was out 
of the question 

Ceitatn sectioas of the BJP cntii. iscd the 
president for giving an unnecessary lung 
rope to the opposition panics to toim the 
goveronwnt. 'The piesidcnt nghtly told the 
BJP that his consultattoas were not open 
ended but he was obliged to exhau.sl the 
first round of cunsultauons with tluise 
who had voted against the motion of 
ainftdencc on April 17,1999 The presi¬ 
dent thus showed that whilst there was an 
urgency in the formation of a new i>ovem- 
ment his actions had not only to he fair 
but be seen to be fair before calling an end 
to consultation with the opposition In the 
events, the pre.si(kmt concluded the hectic 
rounds of consultations with the entire 
political spectrum within eight days. This 
was a remarkably efficient cxcreise in a 
kaleidoscopic situation ol political par¬ 
ties. 

It IS to he hoped that in future political 
leaders would not publicly reveal their 
preiisure on the prc.sidciit to make a de¬ 
cision It IS also to be hoped that political 
leaders will not reveal to the public the 
contents of their deliberations with the 
president as was done by some of them 
Propriety demands that the consultations 
remain confidential, otherwise a president 
will be reticent to communicate freely his 
assessment lest it be divulged 

The president's communique begins 
withtlie loss of confidcnccof the Vaipayec 
government in the Lok Sabha on April 17, 
1999 It does not deal with what is alleged 
tobc his most controversial action of a.sking 
Vaipayce to seek a vote of confidence on 
Apnl 16, 19<>9 immediately alter Jaya- 
lalitha conveyed to (he president the 
withdrawal of the support of her IH MPs 
to the Vajpayee government. It has been 
.staled on high autlionty that the pic.sidcnt' s 
direction was uncalled for. as lack of 
confidence of the house in an existing 
govcmnient would he tested in the Lok 
Sabha itself, appropnaiely cither by the 
opposition moving a vote ol no lonli- 
dunre oi by a defeat of the existing govern¬ 
ment on an important policy issue such 
as (he Finance Bill which was pending 

It must be home in mind that the presi¬ 
dent was not wnting on a clean slate 
There have been two occasions m the jiast 
when presidents have diicctcd govem- 
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ments to obtain a vote of confidence in 
such situations. In October 1990, the 86- 
strong BJP's withdrawal of outside sup¬ 
port to the Janata Dal government led the 
then president R Venkataraman to advise 
prime minister V P Singh to seek a vote 
of confidence In March 1997, prime 
minister Deve Gowda got a similar diiec- 
tion from president Shankar Day al Sharma 
when the Congress decided to withdraw 
support even when the budget session was 
in progress. If we were to go back to the 
practices of the English monarch to allow 
parliament itself to decide the late of a 
govcmmcnl as certain emits have urged, 
then equally the practice of calling upon 
a new coalition or minority government 
(a feature not generally found in UK) to 
obtain a vote of confidence would not be 
necessaty But the latter practice cannot 
be doubled now, as it has become firmly 


THE Madhya Pradesh goveinmenl has 
ju.stitiably been in the limelight l.ii its 
initiative in bringing out the first Human 
Development Report in India in I99.'i 
With this action it has hla/cd a trail lor 
other stale governments and even lor the 
centre since so far no such document has 
been prepared for the country It has now 
gone a step further and rclexsed a follow- 
on HDR recently While the first dewu- 
mcnl gives a broad overview of the major 
social and economic sectors that aic con¬ 
sidered crucial forjudging human devel¬ 
opment levels, the second report is built 
almost totally around the theme of envi¬ 
ronmental degradation and community 
management of land, water and forest 
resources - that is basically |oint forest 
management and watershed development. 

The usefulness of the human devcl^ment 
index as a tool is based on three factors 
In the first place, the index is a sort of 
catch-all which inteeiates income, educa¬ 
tional and health indices so that it captures 
the well-being of a ccHintiy far better than 


established in India by die actions of presi¬ 
dents and governors for the last 30 years. 

All in all, full marks are due to tire 
president who acted competently, fairly 
and with great dignity in a diflicuit situ¬ 
ation Equal credit must be given to pnme 
minister Vajpayee whc&e conduct has been 
exemplary. He promptly responded to the 
president's directive to seek a vote ot 
confidence the very next day although no 
time limit was fixed for it by ihc president. 
Again, his govemnrent recommended the 
dissolution of the Lok Sabha the next day 
after the president indicated to him that 
he was Icit with no other option 

In his last days 2kilfikar Bhutto grudg¬ 
ingly admitted that it was a creaking and 
chaotic Indian democracy which made the 
Indian nation survive. In the events ol the 
week of April 17,1999 we may take .solace 
in this truism. 


mere per capita income. Hie technique is 
u'clul to identify nations in which high 
iiiLomi. giowth has not been matched by 
conimcnsuiate levels of human develop¬ 
ment . It can also highlight regions in which 
overall well-being is high despite moder¬ 
ate income levels. This sort of analysis 
iiuliices Lountrics to focus on the factors 
responsible lor better human development 
and guides them in making targeted in- 
tciveniions in the relevant .social sectors 
The HDI IS also useful for assessing 
regional imbalances within countries. In 
target Indian slates within which various 
regions have diverse levels of develop¬ 
ment, tl. HDI IS a potent tool for deter¬ 
mining .social and economic disparities 
and ml liicncing policy interventions And 
finally, once -cgions within states are 
assessed for HDIs, comparisons can be 
made with the HDIs of units outside the 
.state and even the country. Over time too, 
it is possible to watch the movement of 
indices and gauge improvements and 
regressions in human development 


For several reasons, however, it is not 
possible to conqiare the Madhya Pradesh 
human development indicescalculated for 
districts in the 199S report with those in 
the recent one. Neither is it possible to 
integrate these indices with those gener¬ 
ated for the same year at the international 
level by the UNDP. This is mainly be¬ 
cause neither the 1995 report nor the later 
one have calculated HDIs on the UNDP 
methodology. Thus, to some extent, some 
of the benefits ot the HDI methodology 
have not really accrued to MadhyaPiadesh. 

Hie income index used in the 1995 MP 
HDI IS not based solely on the UNDP 
formula of purchasing power panty dollar 
adjusted per capita income. It is based on 
a onetime experiment in calculating dis- 
tnet income grafted on a di.stnct's share 
in rural poverty and the level of depnva- 
tion of the poor. District-level poverty 
ratios were also based on the results of the 
household survey done for the Integrated 
Rural Development Programme which arc 
generally considered to be rather unreli¬ 
able. In the education index too, the upper 
end ol the range for adult literacy was only 
kept at 80 per cent instead of the 100 per 
cent required under the UNDP methodo¬ 
logy and female literacy was given a special 
weightagc (again different from theUNDP 
technique). At that point ol time the UNDP 
was giving onc-lhird wcightage to the 
indicator of mean years of schcKiling in 
the educational index, but the MP index 
has substituted this with gross cnrulmem 
rates up to class XII Since disUictwisr 
data on life expectancy at birth, which was 
the proxy adopted by the UNDP to assc-sv 
the health status of the population, had not 
been released by the census, the infan' 
mortality rale was used in the 1995 MP 
HDR. Thus, the resemblance between Ml' 
HDIs and UNDP HDIs is somewhat po.n 
and compansons cannot be comfortabh." 
drawn. 

Unfortunately, compansons cannot also 
be made between the 1995 and the recent 
indices The later income index hos been 
prepared on the broad 1995 methodology 
with greater relincmcnt in calculating 
district incomes; data for the poverty index 
IS however taken from the more reliable 
1993-94 NSS sample survey and not fron' 
the IRDPhousehold poverty survey. Thus 
at lea.st the income component of the MI’ 
HDI IS broadly companfole between the 
first and second HDRs. The l^r educa 
tional index of MP has been brought more 
in line with UNDP methodology, aint.- 
UNDP has now shified from mean years 
of schooling to combined school enrol 
ment rates and MP has dropped the ad- 
ditional weighugc given to female Iit^ 
eracy and raised the upper end of the 


Human Development Report 
for Madhya Pradesh 
Some Hidden Thiths 

Renuka Viswanathan 

The Madhya Pradesh government has published a second human 
development report, the first was published in 1995. While it 
publishes data, the report does not analyse the data to draw any 
i oncliLMons The data tell us that higher incomes do not always yield 
hitman development, and that higher human development does not 
always mean ritual benefit to men and women. 
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Uteracy range to 100 per cent Nevetdie- 
less, a convoluted technique for estima¬ 
tion and adjustment of enrolmelit figuKs 
has been used, which ^;ain raises doubts 
about the reliability of the indices gener¬ 
ated. For the health index, however, the 
recent MP HDR uses the indictOor of life 
expectancy. 

There is also a major data difficulty 
regarding comparisons of HDIs over time 
which will apply to all Indian .states. The 
non-availability of annual statistics on 
many elements of the composite index 
will compel them to put together informa¬ 
tion fcH- different years into one index 
With reference to the various items that 
enter into the UNDP HDl at present, data 
on income and enrolment can be annually 
generated. However, data on adult literacy 
and life expectancy arc available only 
from the decennial census and reliable 
projections or c.stimatiuns (or future years 
are more or less guesswork. As a result. 


for these two elements, 1991 data may 
have to be used till the next round of 
census results is obtained. This will distort 
HDl calculations and negate the u.seful- 
ness of making compansons over time. 
Improving the civil registratitMi system 
may enable us to generate reasonably 
accurate figures tor life expectancy atMrth 
but obtaining reliable estimates of adult 
literacy between censuses will remain 
difficult. 

Despite ma)or variations in the metluxio- 
logy for calculating HDIs between the 
first and second MP HDlb, however, it 
IS surprising that rankings of districts 
against the iwo sets of human develop¬ 
ment indices tor Madhya Pradesh have not 
changed during this penod. On the other 
hand, there is suhsiantiai overall improve¬ 
ment in the range of variation in distnct- 
Icvel indices, where the earlier range 
between the best and worst districts wa.s 
between 0 61') and 0 156 (a difference of 


Tablt HDI aniiGDI Rankings ot Dimtim in Mono a Praulsh 


Distrirl 

HDl 

HDl Rank 

GDI 

GDI Rank 

HDl Minus 
OOl Rank 

Income Indc; 
Rank 

Inilorc 

0617” 

1 

0 626 

7 

-6 

II 

Uiiip 

0 622 

2 

0 702 

1 

1 

10 

Bhopal 

U6II 

3 

0 612 

12 

-9 

22 

Narsinhapur 

0 601 

4 

0 595 

20 

-16 

3 

Gwalior 

0 S>)2 

5 

0 579 

?7 

-22 

17 

Bhtnil 

0S71 

(, 

0 428 

45 

-39 

24 

IVwns 

0 Slid 

7 

0 600 

17 

'10 

13 

t-ljjain 

(iSoS 

8 

0.585 

2.5 

-17 

6 

Raipur 

U.S6I 

9 

0 662 

-> 

7 

19 

Bilaspui 

0 .SS5 

10 

0 645 

4 

6 

21 

Rat lam 

0.SS3 

II 

0 601 

16 

~5 

2 

Schore 

osn 

11 

0 580 

26 

-15 

18 

Hoshangabad 

0 .sso 

1.3 

0 57.3 

28 

-15 

14 

Mandsaut 

0 543 

14 

0611 

13 

1 

5 

Kaisen 

0S42 

15 

0 521 

38 

-23 

I 

Dhar 

0 517 

16 

0606 

(4 

2 

7 

Chhmdwara 

0S2d 

17 

060.3 

15 

2 

IS 

Shajapur 

USId 

18 

0 573 

28 

-10 

4 

Baloghai 

0 516 

19 

0 661 

3 

16 

41 

Jahalpui 

0515 

20 

0615 

10 

10 

40 

Basiar 

0 514 

21 

0 595 

2i) 

t 

23 

Kainundgaon 

0512 

22 

0 645 

4 

18 

28 

Raigarh 

0.509 

23 

0 620 

II 

14 

27 

Murena 

0.508 

24 

0 475 

43 

• 19 

26 

.Scum 

0 505 

25 

0 634 

6 

!9 

36 

Sidhi 

0499 

26 

0 586 

24 

2 

29 

Datia 

0496 

27 

0 537 

35 

-8 

9 

Sarguja 

0 495 

28 

0613 

11 

17 

39 

Siigar 

0494 

29 

0 595 

20 

9 

35 

Vidisba 

04X1 

30 

0 523 

37 

-7 

' 16 

Rasi Nimar 

0478 

31 

0.598 

19 

12 

37 

Guna 

0 467 

32 

0473 

44 

-12 

12 

Raigarh 

0.458 

.33 

0 556 

13 

0 

25 

Tikamgarh 

0457 

34 

0 5.32 

3ft 

.2 

20 

Uainoh 

0456 

35 

0.561 

31 

4 

33 

Rewa 

0 451 

36 

0 561 

31 

5 

34 

Shivpun 

0449 

37 

0488 

42 

-5 

8 

Mondla 

0449 

37 

0625 

8 

29 

44 

Satna 

0448 

39 

0 568 

30 

9 

30 

Chhaloipur 

0435 

40 

0 503 

41 

-1 

32 

Belul 

0.434 

41 

0 600 

17 

24 

43 

Sbahdol 

0.431 

42 

0 547 

34 

8 

.38 

Panna 

0426 

43 

0 513 

40 

3 

31 

Ba$( Nimar 

0401 

44 

0 587 

23 

21 

45 

Jhabua 

0 356 

45 

0 521 

39 

6 

42 


Nott Mihough the MP HDR gives continuous mnkings, distnio which hove the same values are 
given liw same rankings in the above table and adtusiments ni.idc for later rank-s. 


gnomic and Political Wedtiy May 29, 1999 


46.3 basis points), it is now between 0.637 
and 0.3S6 fa difference of only 28.1 basis 
points). The recent report makes no com¬ 
ment whatsoever about revision in HDl 
results nor does it speculate about whether 
real improvements are visible at least in 
areas like enrolment and income for which 
later data have been used The deafening 
silence dxiul these developments m the 
recent report is my siiiying Nowhere does 
the document discuss such issues or draw 
conclusionsabuutlhcm Surely, the govern¬ 
ment owed Its citizens an explanation. 

The recent report also contains c.ilcu- 
lations of gender-related development 
indices tor the state, this is the first time 
.such estimations have been made The 
importance of these indices should not be 
overlooked. At the Internationa! level, they 
have been instrumental in arousing govem- 
mentit and civil .sixiiety and making them 
aware of gender-rclat^ inequities within 
existing politics and societies. It is all the 
more surprising, therefore, that the Madhya 
Pradesh HDR has studiously ignored what 
is dhscloscd by its own HDIs and GDIs 
The table gives the absolute values of 
district-level GDIs and HDIs in the recent 
HDR and the rankings ot districts on each 
ot the .scales 

Divergences in rankings on the HDl and 
GDI scales have .serious implications tor 
the stKial status ol women in Madhya 
Pradc.sh HDR findings clearly reveal that 
in districts like Bhind (ranked 6th in the 
HDl scale and a shocking 4.Sth on tlie GDI 
scale), income, educational and health 
tacililics have bc*cn totally cornered by 
men. A companson bclwc*en the income 
index and the GDI also shows major 
differences, indicating that in a district 
like Shivpun franked third in income) or 
Raisen franked first in income), relatively 
high per capita incomes have not trans¬ 
lated into a better quality of lite lor women 
ftheir GDI rankings arc as low as 42 and 
38, respectively) And such deviations aie 
more the norm than the exception 

The surprise is that all this significimt 
data IS simply tucked away in diftercni 
tables within the report without comment 
nt any kind The.se are issues on which 
debate is essential .so that regions which 
are relatively pmspcnius aic sensuistxl 
about Ihcir .shortcomings and govemnumt 
and the public arc aioiiscd to action Ibe 
studied silence of the govcmmcni on the 
glaring inequities within the stale, a.*> 
evident from the HDR. has not been 
exposed by NGOs and academics cither 
If such problems are swept under the < arpet 
the purpose of the HDR exeicise will be 
defeated and the document reduced to a 
mulinc paper to hejunked afterthe lantare 
IS past 
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Crimilial Justice System 

A Framework for Reforms 

S RSankaran 

In the present scenario of the criminal justice system in the country, 
arrests run into millions, the jails are overcrowded mostly with 
undertrials and the courts are overstretched with several lakhs of 
pending criminal cases Added to these are illegal detentions and 
extra-judicial killings as well as deaths in police and jail custody. 
Systemic reforms from a people-centred point of view are long 
overdue. Institutions like the National Human Rights Commission and 
the Supreme Court have to rake the initiative in the matter as neither 
the state governments nor the central government seem to be 
interested in meaningful reforms. 


THE cditonal 'Stinking Criminal Justice 
System' in Economic and PoUtual Weekly 
(March 20, J999) has nghtly highlighted 
the need for drastic refurms in thecnminal 
justice system, parucularly the need tor 
revamping of the polic'e force. The issues 
involved directly affect the lives of the 
people, more particularly the poor and the 
disadvantaged. 

Unfortunately, mo.st of the di.scu.ssions 
on police reforms in otficial circles tend 
to look at the is.sucs on very narrow lines, 
in terms of autonomy of police function¬ 
ing or their internal organisation or the 
command and control systems rather than 
from the point ol view ot the people whom 
police - as a part of the stale apparatus 
- should serve The basic human rights, 
particularly the nghr to lite with dignity, 
which is the very ba.sis lor a civilcsed 
society should be the central focus to the 
functioning of a law eniorcmg ageiky 
However, even the veiy term ‘polite lorce' 
tends to emphasise the ingredient ol force 
rather than that of a service, thus ohstur 
ing the service function which it ought to 
perform in the intcre.st of the society 

At the beginning ot the 20th century, 
the Indian Police Commission (1902-0.1) 
went into the functioning of the police in 
India and found th^ the police was gen¬ 
erally regarded as corrupt and oppre.s.sive. 
The commis.sum concluded that the police 
foa'e throughout the aiuntry was in a most 
unsatisfactory condition and that abuses 
were common everywhere: this involved 
great injury to the people and di.scrcdit to 
the government and that radical reforms 
were urgently necessary. Seventy-five 
years later, in 1978, the National Police 
Commission lound the situation not very 
different It IS interesting that another 20 
years later, in 1999, in the closing year 
ot the 20th century the editorial ot £ro- 
nomic andPolitical WrvA/vhas been called 


upon to express almost the same views, 
indeed almost the same words! 

One ot the fundarooital requiremenu of 
a good government in a democracy is an 
institutional arrangement for effectively 
guarding against excesses oromissions by 
the executive in the exerciseof their powers 
of discharge of the mandatory duties which 
cause injury, harm, annoyance or undue 
hardship to any citizen. This is specially 
necessary m respect of the police who 
have vast scope for exercise of powers by 
a large number of personnel affecting the 
rights and liberties of individual citizens 
in daily life As pointed out by the National 
Police Commission itself, die powers of 
arrest, search, seizure, institution of crimi¬ 
nal cases, marie several stages in executive 
police action which alford a vast scope for 
misconduct by police personnel of differ¬ 
ent ranks particularly at the operational 
level causing harm and harassment to the 
citi/cns. 

llNNr<'LS.SAKY AND UNJUSIIHI D 
Arrests 

Justice M N Venkatachaliah, chairman 
ot the National Human Rights Commis¬ 
sion and a former chief justice of India, 
has nghtly pointed out that 60 per cent 
ot all arrests in India are unnecessary and 
unju-stifiablr It is indeed a sad commen¬ 
tary on the cnminal justice system that 
lakhs of people arc arrested in the uiuntiy 
lor no rca.son or with little justihcation. 
Apart fron. this, there are laige-scale il¬ 
legal detentions which constitute a regular 
feature and theia: are not brought on record 
Many persons languish in jail as undeitnals 
or remand pnsoners or unable to find 
sureties even after bail is granted and 
remain in jail even for terms exceeding 
the maximum period of imprisonment for 
the offences allegedly committed by them. 
A good deal of money is passed on as 


outright comiptioB or qieed money or 
rewaid at various levels of police, jail and 
other wings df administrriioo. Not only 
in Hhar jail in Delhi but in the jails aU 
over the countiy. undertrials constitute 
almost 90 per cent of the total jail po^ 
lation. The observatioiis of justice M N 
Venkatachaliah that “60 per cent of the 
arrests are unnecessaiy and 43 per cent of 
the expenditure on jails are on prisoners 
who need not have been arrest^ at all” 
will, in fact, prove to be an underestimate, 
if we include the illegal detentions which 
are not shown as airests and the number 
of prisoners who are not even produced 
before the courts on the excuse of want 
of escort or the repeated routine adjourn¬ 
ments of criminal cases. 

Only last year, the world celebrated 50 
yearsof the Uni versa! Declarationof Human 
Rights. The major emphasis under the 
Universal Declaration of Human Rights 
as well as the pronouncements at the 
various conferences of the united Nations 
has been on the obliganon of the member, 
states to promote and protect human nghts. 
The Vienna Declaration and Programme 
ot Action adopted on June 25. 1993 by 
the \AforId Conference on Human Rights, 
reaffirmed the solemn commitment of all 
.states to fulfil their obhgations to promote 
univeisal respect for and observance and 
protection of all human rights More 
specifically, it was declared at the Vienna 
conference that the protection and promo¬ 
tion ol human rights is the first respon¬ 
sibility of the governments. 

Article 21 of the Constitution of India 
provides that “no person shall be depn ved 
of his life or personal liberty except ac¬ 
cording to procedure established by law”. 
The expression “life or personal liberty” 
has been licid by the Supreme Court to 
include the right to live with human dig¬ 
nity and thus it would also include within 
Itself a guarantee against torture and as¬ 
sault by the state or its functionaries. Arti¬ 
cle 22 guarantees protection against arrest 
and detention and declares that no person 
who is arrested shall be detained in cus- 
iody without being informedof the grounds 
of such arrest and shall be denied the right 
to consult and defend himself by a legal 
practitioner of hi.s choice. Clause (2) of 
Article 22 directs that the person arrested 
and detained in custody shall be piodiu^d 
before the nearest magistrate within a 
period of 24 hoursof such airest excluding 
the time necessary for journey from the 
place of arrest to the court of the magis¬ 
trate. Article 20(3) of the Constitution lays 
down that a person accused of an offence 
shall not be compelled to be a witness 
against himself. These are some of the 
constitutional safeguards provided to a 


1316 


Economic and Political Wedcly Mi^ 29.> 1999 



person witti a view to protect life and 
personal liberty against any unjustified 
assault by the state. In tune with the 
constitutional guarantee, a number of 
statutory provisions also seek to protect 
personal liber^ dignity and basic human 
> rights of the citizens Chapter V of the 
Criminal Procedure Code 1973 deals with 
the powers of arrest of a person and the 
safeguards which ate required to be fol¬ 
lowed by the police to protect the interesu 
of the arrest^ person. Section 41 CrPC 
confers powers on any police officer to 
arrest a person under tiw circumstances 
specified therein without any order or 
warrant of arrest from a magistrate. Sec¬ 
tion 46 provides the methods and manner 
of arrest. Under this section no formality 
isnecessarywhileanestingaperson Under 
Section 49 the police is not permitted to 
use more restraint dian is necessary to 
prevent escape of the person. Section SO 
enjoins on every police officer arresting 
any person without warrant to communi¬ 
cate to him full particulars of the offence 
for which he is arrested and the grounds 
for such arrest The police officer is further 
enjoined to inform the person arrciited that 
he is entitled to he released on bail and he 
may arrange for sureties in the event of 
his arrest fur a bailable offence Section 56 
contains a mandatory provision requiring 
the police officer making the arrest with¬ 
out warrant to produce the arrested person 
hclore a magistrate without unnecessary 
delay and Section 37 echoes Clause 

(2) of Article 22 of the Constitution of 
India. There are some other provisions 
like Sections S3, 54 and 167 which are 
aimed at affording procedural safeguards 
to a person arrested by the police. Wher¬ 
ever a person arrested dies in the custody 
ot the police. Section 176 requires the 
magistrate to hold an enquiry into the 
K-au$e of death. 

Code of Condcct for the Police 

In addition to the International Cov¬ 
enants and Constitutional as well as Legal 
Safeguards, Article 2 of the United Na¬ 
tions Code of Conduct for Law Enforce¬ 
ment Officers lays down that in the per¬ 
formance of their duties, law enforcement 
officers shall respect and protect human 
(hgnity and maintidn and uphold human 
rights of ail persons. Law enforcement 
officials may use force only when strictly 
necessary and to the extent required for 
performance of duty. Apart from the laws, 
• pa^cularly the Indian Penal Code and the 
Criming Procedure Code, time ate police 
regulations and polite manuals in every 
state laying down clear guidelines and 
instructions in regard to the exercise of 
police powers. The Code of Condua for 


the Police Itud down by the ministry of 
home affairs of the government of India 
contains as many as 13 items, which ate 
worth recalling: 

(1) The police should bear faithful alle¬ 
giance to the Constitution of India and 
uphold the rights of citizens as guaranteed 
by It. 

(2) The police should not question the 
propnety or necessity of any law duly 
enwted. lliey should enforce the law 
firmly and impartially, without fear or 
favour, malice or vindictiveness. 

(3) The police should recognise and res¬ 
pect the limitations of their powers and 
functions. They should not usurp or even 
seem to usurp the functions of the judi¬ 
cial and sit in judgment on cases to avenge 
individuals and punish the guilty. 

(4) In secunng the observance of law or 
in maintaining order, the police should as 
far as practicable use the methods of per- 
sua.sion, advice and warning. When the 
application of force becomes inevitable, 
only the irreducible minimum of force re¬ 
quired in the circumstances should be u.sed. 

(5) The prime duty of the police is to 
prevent enme and disorder arid the police 
must recognise that the test of their effi¬ 
ciency is the absence of both and not the 
visible evidence of police action dealing 
with them 

(6) The police should recognise that they 
are members of the public with the only 
difference that in the interestsof the society 
and on its behalf, they are employed to 
give full time attention to duties which are 
normally incumbent on every citizen to 
perform. 

(7) The police should realise that the 
efficient performance of their duties will 
be dependent on the extent of ready co¬ 
operation that they receive from the pub¬ 
lic. This, in turn, will depend on their 
ability to secure public approval of their 
conduct and actions and earn and retain 
public respect and confidence. 

(8) The police should always keep the 
welfare of the people in mind atH) be 
sympathetic and considerate towards them. 
They should always be ready to offer 
individual service and friendship and 
render necessary assistance to all without 
regard to their wealth or social standing. 

(9) The police should always plade duty 
before relf. should remain calm in the face 
of danger, scorn or ridicule and should be 
ready to sacnficc their lives in protecting 
those of others. 

(10) The police should always be cour¬ 
teous and well-mannered. They should be 
dependable and impartial; they should 
possess dignity and courage and shoald 
cultivate character and trust of people. 

(11) Integrity of the highest order is the 
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fundamental basis of the prestige of the 
police. Recognising this, the police must 
keepiheirpnvate lives scrupulously clean, 
develop self-rcstranm and be truthful and 
honest m thought and deed in both per¬ 
sonal and official litc so that the public 
may regard them as exemplary citizens. 

(12) The police should rccogni.se that their 
full utility to the state is best ensured only 
by maintuntng a high standard of disci¬ 
pline. faithful performance ot duties in 
accordance with law and implicit obedi¬ 
ence to the lawful directions ot the com¬ 
manding ranks and absolute loyalty to the 
force and by keeping themselves in a state 
of constant training and prcparedi^ss 

(13) As members of a secular democratic 
state, the police should continually stove 
to nse above personal prejudices and 
promote harmony and spirit of common 
brotheiliood amongst all the people of 
India transcedning religious, linguistic 
and regional or sectional diversities and 
renounce piacuce derogatory to the dig¬ 
nity of women and disadvantagoi seg¬ 
ments of the society. 

As the police is the most visible symbol 
of state authority and isclothcd with wiefe- 
ranging powers to use even force to in- 
vdie in relation to the life and liberty of 
citizens, police functioning naturally 
becomes central to a discussion of human 
rights and cnminal justice system If only 
the provisions in the Constitution, the laws 
and the Code of Conduct are strictly 
adhered to, there would be no cause for 
any concern and the police would be a 
humane institution at the service of the 
people. But unfortuntteiy, there is hardly 
a day when there is no report of violauon 
of human nghts by police nut to speak of 
their inaction to enforce the human rights 
when called upon to do so Surveys con¬ 
ducted by police commissions and re¬ 
search studies have .shown that police 
usually employ unfaii and brutal methods 
to elicit contes.sion.<.. t.»ncuci evidence, 
use third degree merhodsand torture,n ake 
illegal and arbitrary arrests, harass family 
members of the suspects, humiliate and 
degrade people and indulge in extrajudicial 
executions as well Expcnciice shows that 
the worst violation of human rights often 
takes place dunng the course of investi¬ 
gation when police often resort to third 
degree method It is a well known fact 
in many states, the police do away with 
individuals (bump off, in police parlance) 
in so-called encounters. 

The requirement of producing arrested 
persons in the court within the constitu¬ 
tional legal time limit of 24 hours is viola¬ 
ted with impunity Tocircunivr.itil 1 1 w. 
police pick up people and detain them tor 
many days without showing them as 
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anrsied and if need be, the time of arrest 
~ it aiTcst is recofded at all - is shown as 
24 hours before they choose to produce 
the arreiited person in the coun. The illegal 
detention of people for days together is 
a widespread practice and monetary deals 
are struck tor release or lor minimising the 
torture This practice is so common in Ihc 
Tctangana part of Andhra Pradesh in regat d 
to anyone suspected to be a sympathiser 
of naxalite parties that people have gut 
accustomed to such police conduct and 
feel gteady relieved and grateful to the 
police if anyone is allowed to return alive 
after being picked up' 

The National Police Commission in its 
thud report while relcmng to the quality 
of arrests by polae in India considered 
that the power ot arrest was one ol the 
chief sources of corruption in the police. 
As menuoned earlier the report observed 
that, that by and large, neaily 60 pei cent 
of the arrests were cither unnece.s.sary ot 
unjustihed The commission expres.scd its 
deep concern and felt that it would be 
u.scful to lay down .some broad guidelines 
for making aricsts According to the 
commission, an arrest dunng the inves¬ 
tigation ul a cognisable ca.se, can be 
considered justified in one or other of the 
following circumstances 

(i) The case involves a grave t>flence like 
murder, dacoity. robbery, rape, etc. and it 
IS neces.saiy to arrest the ace used and bring 
his movements undei restiaint to ml use 
confidence among tenor stricken victims 
(i>) The accused is likely to abscond and 
evade the pnK'esses of law 
(ill) Thr .u'lu.sed is given to violent 
behaviour and is likel) to commit further 
offences unless his movements are brought 
under restraint 

(iv)Thc accused is a habitual offcndei and 
unless kept in custody, he is likely to 
commit similai offences again 
The commission also con.sidered that it 
would be desirable to insist thniugh de¬ 
partmental instructions that a police 
officer making an arrest should also recoid 
in the case diary the reasons for making 
the arrest, thereby clanfying his confor¬ 
mity to the specific giiidclines. Unfortu¬ 
nately, these recommendations have not 
been given etfeci to so far. though two 
decades have passed since they were made 
Once a person is taken into custoday, he 
IS rendered vulnerable to abu.se and torture 
in the name ot ituemigation and hence, 
any reduction in the number of anests 
should seivc to bring aliout a reduction 
in the number ot custodial crime.s as well. 

The recommendations of the Police 
Commission retlect the constitutional 
guarantee of the tundamental right to 
personal liberf< and licedoni. The com¬ 


mission obviously recognised the fact that 
as the denial of the liberty of a person is 
a serious matter and as arrest and detentiem 
of a person can cause incalculable harm 
to the reputation and self-esteem of a 
person, no arrest should be made in a 
routine manner on a mere allegation of the 
commission of an offence made against 
a person. The SufMeme Court also in the 
ca.se of Jogintfer Kumar vs state of UP and 
others (1994 SCC (Crl) 1172) endorsed 
and reiterated the recommendations of the 
National Police Commission and emphas¬ 
ised that no arrest can be made merely 
becau.se it is lawful for the police officer 
to do so. It was explained clearly by the 
court that the erisfence of power to arrest 
is one thing hut the justification for the 
exercise of it is quite another. No arrest 
should be made without a rca.sonable 
satisfaction being reached after some 
investigation as to the genuineness and 
bona fides of a complaint and a reasonable 
belief both as to the persons complicity 
and the need to effect arrest. 

RlQUIRhMI-MS IN CaSI.S Ol ARRE.SI 

In D K Basu vs Government of We.st 
Bengal (1997 I SCC 416) the Supreme 
C'oun laid down that in addition to the 
statutory and constitutional requirements. 
It would be useful and effective to struc¬ 
ture appmpnatc machinery for contcinpo 
raneous recording and notification of all 
case.s ot anesl and (tetention to bring in 
transparency and accountability The court 
i.ssued the following requirements to be 
followed in all cases of arre.st or detention- 
till legal provi.sions are made in that bchall 
as preventive measures 

(1) The police peisonnel carrying out the 
aresl and handling the inlcirogation ol the 
arrestee should bear accurate, visible and 
clear identification and name tags with 
their designations. The particulars of all 
such police personnel who handle such 
interrogation of the aircstee must be re¬ 
corded III a register. 

(2) The police officer carrying out the 
ancstoi the arrestee shall prepare a memo 
of ane.st at the time of arrest and such 
memo .shall be attested by at lea.st one 
witness who may either be a member of 
the family of the arrestee or a respectable 
person ol the locality from where the arrest 
is niadv. It shall also be countersigned by 
the anreshe and shall contain the time and 
date of arrest. 

(3) A person who has been arrested or 
detained and is being held in custody in 
a police station or interrogation centre or 
other iock-up shall be entitled to have one 
friend oi relative or other person known 
to him or having interest in his welfare 
being inioi nied as .soon as practicable that 


he has been arrested and is being detained 
at the particular place unless the attesting 
witness of the memo of arrest is himself 
such a friend or relative the arrestee. 

(4) The time, place of arrest and venue of 
custody of an arrestee must be notified by 
the police where the next friend or relative 
of the arrestee lives outside the district or 
town through the Legal Services Cfrgani- 
sation in the district and the police station 
of the area concerned telegraphically 
within a period of eight to 12 hours after 
die ariesL 

(5) The person arrested must be made 
aware of his right to have someone in¬ 
formed of his arrest or detention as soon 
as he IS put under arrest or detained. 

(6) An entry must be made in the diary 
at the place of detention regarding the 
arrest of the person which shall also dis¬ 
close the name of the best friend of the 
person who has been informed of the arrest 
and the names and particulars of the police 
officials in whose custody the arrestee is. 

(7) The arrestee should where he so re¬ 
quests be also examined at the time of his 
arrest and major and minor injuries if any 
present on his/her body roust be recorded 
at that time. The Tni^ction Memo’ must 
be signed both by the arrestee and the 
police officer effecting the arrest and its 
copy provided to the arrestee. 

(8) The arrestee shall be subjected to 
medical examination by a trained doctor 
eveiy 48 hours dunng his detention in 
custody by a doctor on the panel of ap¬ 
proved doctors appointed by Director, 
Health Services of the state or the union 
territory concerned. Director, health ser¬ 
vices should prepare such a panel for all 
ichsils and districts as well 

(9) Copies of all the documents including 
themcnuiof aircstiefcired to above should 
be sent to the TIaqa’ Magistrate for his record. 

(10) Thcanestecmay be permitledto meet 
his lawyer during interrogation though not 
throughout the interrogation. 

(11) A police control room should be 
provided at all district and stete headquar¬ 
ters where information regarding the ar¬ 
rest and place of custody of the arrestee 
shall be communicated by the officer 
causing the arrest within 12 hours of 
effecting the arrest and at the police control 
room. It should be displayed on a con¬ 
spicuous notice board. 

The Supreme Court observed that fUl- 
ure to comply with these requiremenui 
shali, apart from rendering the official 
concemi^ liable for dqiartmental action 
also render him liable to be punished for 
contempt of court and the proceedings for 
contempt of court may be instituted in any 
high court of the country having territorial 
jurisdiction over the matter. They also 
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eniphansed that die raquiiements 
to above flow from Articles 21 and 22(1) 
of Che Constitution and heed to be strictly 
followed and these would apply with eqiud 
force to the other governmental agencies 
also having powers of arrest The court 
klanfled that these retirements are in 
iuldition to the constitutional and statutory 
safeguards and do not detractfrom various 
other directions given by the court from 
time to time in connection with the safe¬ 
guarding of the rights and dignity of the 
arrestee. 

It isamatterof great concern that despite 
the wide publicity given to the orders of 
the Supreme Court, there is very little 
adherence to them in practice. Such direc¬ 
tives arc treated with disdain and con¬ 
tempt by the executive, particularly the 
police. It is common knowledge that 
policemen in plain clothes just whisk away 
persons, detain and torture them for days 
together and produce them before the courts 
only if and when they choose to. The 
police as an institution cares little tor the 
orders of Uie court and any aggrieved party 
has to again go to the courts to seek remedy 
or seek enforcement of the orders of tiie 
court Even where the transgression is 
admitted, no punitive action is taken against 
the police personnel on the dubious 
grounds of maintaining what is termed as 
police monde. 

CusroDiAL Violence 

Custodial violence has been the concern 
of international community as well. The 
Universal Declaration of Human Rights 
in 1948 stipulates in Article 5 that “No 
one shall be subjected to torture or to cruel, 
inhuman or degrading treatment oi pun¬ 
ishment”. Despite this pious declaration, 
cu.slodial crime continues unabated Cus¬ 
todial crimes are not new in India. As early 
ms 1859. the commission to investigate 
alleged cases of torture in the then Madras 
Presidency, commonly known as Torture 
Commission, pointed out that police tor¬ 
ture was widely prevalent even atihat time. 
The Indian Police Commission 1902-03 
also noted that a senous complaint against 
the police is the unnecessary severity 
with which they discharge their duties. 
The Gore Committee on Police Traiiung 
1972-73 pointed out the structural causes 
of cust^ial violence. The National Police 
Commission 1979-1980also analysed the 
evils of custodial r^ and violmice. As 
observed by the Supreme Court in 
D K Basu vs state of West Bengal, cus¬ 
todial violence, including torture and 
deaths in the lock-ups, strikes a blow at 
the rule of law which demands that the 
•power of the executive should not only 
be derived from law but also the same 
should be limited by law. Custodial vio¬ 


lence is aggravated by the fact that it is 
committed by persons who are supposed 
to be the protectors of the citizens. It is 
committed under the shield of uniform 
and nithority within the four walls of a 
police station or lock-up, tiie victim being 
totally helpless The protection of an 
indi viduai from tortuie and abuse by police 
and other law enforcing officers is a matter 
of deep concern in a free society. 

The Supreme Court has observed that 
torture of a human being by another human 
beingisessentially an instiumemtoimpose 
the will of the strong over the weak. As 
vividly described by Supreme Court, custo¬ 
dial torture is a naked violation of human 
dignity and degiadation which destroys, 
to a very large extent, the individual per¬ 
sonality; it IS a calculated assault on human 
dignity and whenever human chgnity is 
wounded, civilisation takes a step back¬ 
ward. As observed by the Supreme Court 
in Kishore Singh vs state of Rajasthan 
(AIR 1982 SC 625) “nothing is more 
cowardly or uncon.sctonable than a person 
in police cu.stody being beaten up and 
nothing inflicts a sleeper wound in or 
constitutional euliuie than a state official 
runningberserk rcpardlessofhumanrighks" 

Deaths in police luck-up and encounters 
occur frequently and the fact that the 
majonty of the victims are from weaker 
sections of the six'iety and these deaths 
are the outcome of third degree methods 
and flagrant violation of human rights of 
citizens arc causing concern to right think¬ 
ing people in India. The numba* of deaths 
in police custixly was 136 in 1995-% and 
188 in 19%-97 The corresponding num¬ 
ber of deaths in jail custody was 308 and 
700, respectively (Annual Report of the 
National Human Rights Commission, 
1996-97). The number of persons killed 
in police encountcis in Andhra Pradesh 
in the current decade is well over a thou¬ 
sand and the deaths in 1997-98 alone were 
as high as 275 

Sectirm 220 of the Indian Penal Code 
provides for punishment to an officer who 
detains or keeps a peison in confinement 
with a corrupt ni malicious motive. Sec¬ 
tion 330 and .D1 provide for punishment 
of those who inflict injury or grievous hurt 
on a person to extort confession in regard 
to commission ot an offence. Despite legal 
provisions fettenng exercise of arbitrary 
authority by police and detailed instruc¬ 
tions in the state police manuals prohi¬ 
biting abuse ot powers by police person¬ 
nel while effecting atre.sts or interrogating 
suspects at any stage of investigation of 
the case, police pcrsoimel feel that they 
can get away w<th the worst forms of 
custodial violence because it will be very 
difficult to prove such a charge as there 
will be ro eyewitnesses who can come 


forward to give evidence. To prevent 
custodial violence it is necessary for the 
state to make it clear that use of third 
degree methods against persons in cus¬ 
tody will not he condoned and swift and 
deterrent action will be taken against the 
perpetrators of such offences Unfortu¬ 
nately many senior ol fleers of the govern¬ 
ment tacitly encmirage torture and third 
degree methods It is essential to sensitise 
police at all levels to issues of human 
nghu and making it clear that extra legal 
methods are counter-productive 
The suggestion made by the National 
Police Commission in its First Report of 
February 1979 that there should be a 
mandatory judicial enquiry in each case 
of custodial death, rape or gnevous hurt 
should b^dopted by the government. The 
recommendation of Law Commission of 
India made in its 113th report in July 1985 
to introduce a rebuttable presumption in 
Section 114B of the Indian Evidence Act' 
1872 that injunes sustained by a person 
in police cuskxly may be presumed to 
have been caused by a police off ^cer .should 
he accepted and wntten into the law. 'fhis 
will have a ic.straining eflcct on human 
right violations by the police 
'Encounter' is a term which has come 
intopopularparlance, particularly in states 
like Andhra Prade.sh, Mahaiashtra and 
Uttar Pradesh. The process involved is 
that of extrajudicial killing after arresting 
or picking up persons. There is hardly any 
diHerence between an encounter and 
custodial murder. The state agencies 
become the law unto themselves and the 
police convert themselves into prosecu¬ 
tor. judge and executioner. Such state- 
sponsored murders often go unchallenged 
and become a part of an acetpted admin 
istrativc prai,tKC The National Police 
Commismon iiseli \lrongly dusapproved 
of any action on the part ot polu c which 
exceeds the limits imposc'd by lau Such 
extrafudicial killings, summaiy executions 
and false encounters cannot he perm tted 
by a civilised siKioiy It the government 
Itself becomes the law-tireaker. it w'lll 
cease to have any mot a I authoniy and will 
only invite anarchy 

LEGAI .Svsn M AND IMF POUK 

For many of those arrested even tor 
petty enmes, obtaining ofbail is yet anothet 
issue. Bail is possible only with tinancia) 
backing Many years ago. the Legal Aid 
Committee appointed by the government 
of Gujarat m 1970 under P N Bhagwati, 
the then Chief Justice of Gujarat High 
Court stated: 

The hail system causc.s dcsciiminatioi. 
against the poor since the poot would not 
be able to fumtsh hail on account of their 
poverty while the wealthici persons 
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utherwise simtlarly situated would be able 
to secure their freedom because they can 
afford to furnish bail This discrimination 
aiiscs even if the amount of bail fixed by 
the magistrate is not high, for a large 
majority ut those who are brought beiure 
the courts in criminal cases are so pool 
that they would find it difficult to tuinish 
bail even in a small amount The evil ot 
the hail system is that cither the pinir 
accused has to fall back on louts and 
professional sureties torpros’idiiig bad or 
suiter pretnal deteniion 
This continues to hold gotid even today 
Apart fnim the money involved, yet an¬ 
other important issue is the insistence on, 
what IS termed as a 'local' surety It was 
leccntly reported that there are more than 
3,000 inmates of Tihai jail who are 
undertnals belonging to Bihar and lUtar 
Pradesh accused of petty crimes like theft 
who have secured hail hut are unable to 
find a local surely 

A few observations about the legal 
system will also be necessary to complete 
the picture It is also a well known and 
unfortunate fact that the legal system is 
not ea.sily accessible to the poor, the weak 
and the downtrodden What justice 
Bhagwati Committee on Jundtcaie pointed 


out in its report in August 1977 continues 
to be valid; 

the poor and disadvantaged are cut off 
trom the legal system - they arc functional 
outlaws not only because they are pneed 
out of the judicial system by reason on its 
expenstveness and dilatnnncss but also 
because of the nature ot the legal and 
ludicial system They have mistrust and 
suspicion of the law, the law courts and 
the lawyers for several reasons One is 
Ignorance and illiteracy on their part which 
prevents them from taking advantage of 
the legal process. Another is then help¬ 
lessness and lack of asseiiiveness which 
anses by reason of social disabilities and 
economic dependence and that also places 
the legal process effectively beyond their 
reach ..I'he functioning of the courts is 
unfortunately shrouded in mystery for the 
poor and underprivileged. There is an air 
ot excessive formalism m taw courts which 
overawes them and sometimes scares them 
Often the proceedings are conducted in a 
language which they do not umkrstand 
They do not know what is happening in 
the court They sit as helpless spectators 
without understanding what is going on 
in the court in regard to their own case. 
It IS an ironical situation that they who 
should know most about their case know 


the least. They are completely mystified 
by the court proceedings and this toalvge 
extent alienates them from legal and 
judicial process. And lastly, our system of 
administration of justice which is an 
inhentance from the British is archaic 
and suffers from obsolcscencer and 
obscuranusm It is not at ail adapted to 
our socioeconomic conditions and is 
wholly unsuited to our national genius 
The result is that it has failed to inspire 
confidence in the poor and they have little 
faith in Its capacity to do justice. 

No wonder in the above scenario of the 
criiviina! justice system existii^ in the 
country, arrests tun into millions, the jails 
are overcrowded mostly with undertrials 
and the courts are overstretched with 
several lakhs of pending criminal cases 
Added to these are illegal detentions and 
extrajudicial killings as well as deaths in 
police and jail custody. Sy.stemic reforms 
from a people-centred point of view 
are long overdue. Institutions like the 
National Human Rights Commission and 
the Supreme Court of India have to lake 
the initiative in the matter as neither the 
state governments nor the central govern¬ 
ment seem to be interested in meaningful 
reforms 
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Presening Urdu Through Self-Hdp 

Danial Latiff 

Central and state governments in India have wilfully made difficult 
'\he teaching and learning of the Urdu language in spue of 
constitutional obligations to protect the languages of minorities. 
Urdu-speaking people must act to preserve their mother tongue, 
chiefly by promoting Urdu books, both in the 'nagari' and the 
‘nastaliq’ scripts. The language must become a earner of progressive 
thinking and ideology. 

OUR mother tongue furnishes the sinews the giants like Ghalib, Iqbal and Paiz hut 


of our intellectual powers and supplies the 
strength forourmental exertions. ^rUtdu 
speakers, Urdu is the unique carrier of our 
emotional and reasoning activity. It opens 
the high road for us to acquire and grasp 
the values of integrity, soaal maturity, 
contemporary ideology and true republican 
political consciousness. It is the gateway 
to the secrets of our souls Byandthnmgh 
Urdu alone shall we secure our material 
survival and our spiritual advancement 

We are now concerned with the material 
means we must prrxlucc to enable us all 
to restore and picserve this pricele.ss gift 
that IS our most precious hentage. How 
shall we do it’’We shall .seek constitutional 
protection This does nut mean that we 
shall rely only on constitutional pnitection 
and not make all out efforts ourselves. 
Ralph Russell, in his article in the Ei onomtc 
andPolaical Weekly. (January 2-9,1999) 
has emphasised the need for the Urdu- 
spcaking people to bestir themselves to 
leach their children and dependents Urdu 
by their pn vatc, individuals and collective 
eiioits Of course, we must and shall do 
this 

. The best means to promote Urdu is 

*hooks. Thanks to the computer we are now 
liee of the bottleneck of the calligrapher 
who had held us in thrall for so long. Now 
every computer with the addition of a 
single disk of software can produce ail 
our literature in nastaliq. This does not 
mean that we should neglect Roman or 
‘Devanagari* .scripts. They have theiruses 
But obviously our main thnist must be in 
nastaliq which is now one of the most 
efficient, as it is perhaps the most beautiful 
scnfits in tfie world. 

We must activate all the existing Urdu 
book producing agencies and create new 
ones where necessary This must be done 
in a crusading spirit. We need a senes of 
cheap paperbacks on the lines of Penguin 
Bmks as they originally were printed at 

I 6 each. Such mass publication IS essential 
to restore to ourselves our Urdu heritage. 
These public^onswouldinclude not only 


all the other wntings and great speeches 
of our freedom movement from I8S7 to 
1947 as well as the soul stirring literature 
of the great progrcssi vc writers movement, 
beginning with the thirties and fourties 
wherein Urdu placed .such a notable part 
I had earlier reterred to the need to 
publish translations of scientific and 
technical works from English These arc 
essential panu ulaily for our artisans and 
skilled workers, like welders, who wish 
to improve theu skills 
If good, cheap and well-pnntcd books 
are available, the leaders will be found 
We must piess toi the establishment of 
more schools teaching the Urdu language. 
Ather Farouqui rcpoited in his article in 
EPW of April 2, that there was not 
a single functionm); I Irdu medium pnmary 
schtxil in ihe UP Tins seems to he still 
the position This s lolates the consututionai 
mandate that obligates the state in the 
following woiils 

It shall be the emk-avour of eveiy state and 
local auihonls to provide adequate 
facilities for insiriictinn in the mother 
tongue at the piiiiiaiy stage of education 
to children behniging to the linguistic 
mmonty groups .ind the president may 
issue sut h diiCk lives to any state as he 
considers necrss.iry and properforsecunng 
the provision ol such facilities (Article 
350-A) 

This IS butia'ssed by the fundamental 
nght enshtineJ in Article 29 of the 
Constitution of India which reads: “Any 
section of citi/ens residing in the territory 
of India orany pai t thereof having a distinct 
language, script or culture shall have the 
nght to conserve the same.” 

In the lip theie is not even the facility 
for Urdu-speaking people to take Urdu as 
an optional subject This again smacks of 
cultural genocide. I have no objection to 
anybody, if he voluntarily so chooses, 
wnting Urdu in the nagari script. But I 
object if a child, whose rnmher tongue is 
Urdu, IS taught in school to write 'zaleeT 
for ‘jaleer and 'paekhana' for *parvana’. 


No wonder the Urdu-speaking people 
recently taught some imKh needed electoiil 
lessons in the UP to responsible persons 
who thought that diey held their elected 
seats secure till eternity. 

The position in the UP now is that the 
literate Urdu speakers have by a govern¬ 
mental measure which can only be 
described as cultural genocide, been 
deprived of literacy in Ihei r nmiher longue. 
But this language survives among tlw 
‘ummi* [illiterates]. It now becomes the 
duty of the state and even of the inter¬ 
national commumty (in view ol the clement 
of genocide) to teach these ummi to read 
and wnte in nastaliq Urdu. Volunteer 
organisations will supply the teachers A 
major campaign must be launched in this 
connection with full use of modern 
technology such as television and 
computer In view of the special circum¬ 
stances perhaps Ihe co-operation of inter¬ 
national agencies such as the UNESCO 
may be sought. 

Another seriou.s grievance is that the 
three language formula of the government 
of India has been mala fide operated in 
the UP in .such a way that an U rdu-speaking 
person has to forego his nght to study 
English properly if he opts fur Urdu as his 
mother longue This has been done by 
falsely demoting Sanskrit from ils status 
as a classical language of India and 
categorisi ng it as a modem language which 
it IS not. This fraud on the Constitution 
and the Urdu-speaking people mu.st stop 
We have no objection to studying Sansknt. 
In fact all Indians must study it But we 
cannot be depn vedot the nght to education 
in our mother tongue to picserve our 
hentage and also to master F.nglish to 
.secure our livelihood Perhaps public 
interest litigation may secure this right 

Another fraud to which I'rdu speakers 
in the whole of north India, particularly 
the UP, have been subjected has been the 
faksification of census reports whrrein 
Urdu speakers have been wrongly entered 
as Hindi speidccrs This has been done 
most extensively among the illiterate 
majonty population This has been a form 
of cultural genocide for sinister purposes 
It must stop 

Urdu must above all maintain its image 
as earner of progressive thinking and 
ideology Urdu was the langua^ in which 
Bhagat Singh gave our country the slogan 
‘inqilab zindabad'. 

We cannot aflord to neglect the field of 
theology and Islamic tradition that 
influences the thinking of many of our 
people. It IS necessary to undertake the 
translation of progressive modem Arabic 
and cKher foreign works on this topic. I 
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RESTRUCTURING AND BREAK-UPS 

Corporate Growth through Divestitures, 
Spin-Offs. Split-Ups and Swaps 

S SHIVA RAMU 

With markets becoming more global and competitive, 
corporations are realizing the strategic advantage of 
functioning as smaller units. This book discusses the 
various kinds of corporate restructuring being tried in 
various countries, focusing on corporations which 
decide to break up into smaller entities. Under three 
broad heads—portfolio, financial and operations 
restructuring—it describes the important methods of 
restructuring resorted to, including divestitures, 
split-ups, swaps and spin-offs. 

1999/252 pages / Rs 350 (cloth) 

A Response Book 

MANAGING QUALITY 

A Practical Guide to Customer Satisfaction 
DBNMURTHY 

In today’s competitive environment, quality and 
customer satisfaction have become imperative for 
the survival and growth of any business organization. 
The book provides a holistic and structured approach 
for implementing quality management practices in an 
organization. Stressing the management’s role in 
setting the tone for quality, it provides a judicious 
blend of practical techniques and concepts with a 
number of examples and caselcts 

1999 / 228 pages / Rs 325 (cloth) / Rs 185 (paper) 

A Response Book 

ENTREPRENEURSHIP 
AND INNOVATION 

Models for Development 
ed/redb/RABINORA N KANUNGO 

Despite the importance of entrepreneurship for 
economic and social development, there is as yet 
scant research into or systematic observation of the 
processes through which entrepreneurship emerges 
and sustains itself. This volume meets this need by 
presenting several research-based models of 
entrepreneurship in order both to enhance 
understanding and for practical guidance. 

OBS for Social Transformation, Volume 2 
1998 / 366 pages / Rs 395 (cloth) 


MANAGEMENT AND 
CULTURAL VALUES 

The Indigenization of 
Organizations in Asia 

ediiedtyHENRYS R KAO^ DURQANANDSMHAfl^^ 
and BERNHARDWIU»ERT 

This book focuses on indigenous management 
practices and organizations that exemplify the 
successful blending of traditional social values, 
attitudes and institutional norms with the demand of 
techno-economic systems, leading to the emergence 
of characteristic /^ian patterns of management and 
organizational functioning. 

1999/336 pages / Rs 425 (cloth) / Rs 245 (paper) 

LEADERSHIP GAMES 

Experiential Learning for 
Organizational Development 
STEPHEN SKAAGAN 

Leadership Games is a compendium of useful and 
effective exercises designed to motivate adult 
learners. This pmcticai guide is easy to understand 
and is a must-have reference.... A great addition to 
anyone’s leadership development toolkit. 

Joann Ricci, 
Leadeishp Grand RafXds, Michigan 

1999 / 216 pages / Rs 395 (cloth) / Ra 225 (paper) 
(Mginally priced at US $24.95 (paper) 

A Response Book 

A MANUAL FOR 
CULTURALLY-ADAPTED 
SOCIAL MARKETING 

Health and Population 
edited byT SCARLETT EPSTEIN 
I This is perhaps the first book to provide detailed, 
user-friendly guidelines on how to conduct social 
marketing, keeping in mind the significance oi 
cultqral adaptation. Part 1 of the book is an overview 
of how effective marketing can change human 
behaviour. Part 2 provides a step-by-step outline of 
the various phases in culturally-adapted social 
marketing (CASM); Part 3 carries case studies of 
successful CASM exercises; and Part 4 invites 
readers to develop their own CASM strategy. 

1999 /184 pages / Rs 225 (paper) 
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have suggested the translation of 
Mohammed Hosayn Haul’s famous 
book on the life of prophet Muhammad. 
It was the duty of our ‘ulema’ to have made 
this work available to the people in Urdu. 
.. At present it is available only in Arabic 
•«)aiid in English. It should be made available 
in Urdu also. 

In his book Haykal contrasts and 
compares the accession speeches of the 
first Caliph Hazrat Abu Bakr Siddiq with 
that of the first Abbasid Emperor Mansur 
who usurped the title of Caliph. The first 
said, “O men I have been assigned the task 
of ruling overyou. I am not the best among 
you. If I do well in my job. help me. If 
I do wrong, correct me. Truthfulness is 
fidelitv- Lying is treason. The weak shall 
be strong in my eyes till I restore them their 
right. The strong shall be weak in my eyes 
until I have dispossessed them of their 
usurpation...Obey me so long as I obey 
god and the prophet. But if 1 disobey god’s 
commander his prophet then no obedience 
is incumbent ^n you." The usurper .said, 
“O men I am god’s power on earth 1 rule 
. ovei you with his guidance and approval 
^ I am the guardian of his wealth and 1 
manage it by his will in accordance with 
his pattern Idisbun>eilwithhispermi.s.s]on 


k IN Kerala, the Communist Party Marxist 
(CPM) led Left Demtcratic Front (LDF) 
celebrated its third year in office on May 
20 in a grand way. There were seminars, 
cultural programmes, public meetings, 
rallies andawarenesssessionsinall comers 
ot the .state. As CPM is a cadrc-ba.sed 
party, any mass programme is very neatly 
planned and meticulously executed. 
However, this time around it appeared that 
the enthusiasm of the people was not so 
overwhelming as it used to be. In fact, a 
human chain organised from one end of 
the state to the other along the railway 
line two weeks ago by the youth wing of 
the CPM was not a success at all. TTiis 
was unheard of in the past Any pro¬ 
gramme organised by the Democratic 
^ Youth Federation of India (DYFI), the 
youth wing of CPM, used to be a grand 
success 


for he has made me the lock. If he chooses 
I shall open so that you may receive 
therefrom. If he chooses I shidl remain 
lodced.” Haykal comments that this was 
a change from the accountability insisted 
on by the ‘sharia’ tothat of absolute power 
derived from divine right 
Haykal points out the dire effect of this 
change upon Islamic society and thinking. 
He cites the famous F.gyptian Arab scholar 
Shaikh Mohammed Abdu who points out 
how the so-called .scholars of the impenal 
court corrupted Islam and tau^t the masses 
that corruption, insecurity, hardship and 
depnvation are not the rcspomiibility of 
the rulers but fulfilincnt of certain alleged 
prophesies. A whole army of .such false 
teachers spread among the Muslims. 
Historical conditions preserved these 
aberrations throughout the period of feudal 
autocracy followed by the colonial period. 
We have some remnants of all this here. 
These remnants raised their heads most 
notably during the Shah Bano case. 

[This IS the revised veisioe ot a papet [acsenicd 
in the 'Syinposiuiii on Sijtus ot Urdu and other 
Linguistic Minniiiii's in Indian Polity' under the 
auspices of Linguivia Minonucs Guild at India 
Inlematinnai Cenin' New Delhi on April 16, 
19991 


The third anniversary was celebrated 
with tasteful programmes with the 
September election in view. The Con- 
gress(I) led oppi'siiion and United Demo¬ 
cratic Front (ITIF) ob.servcd the day as 
‘betrayal day' It was natural that the 
opposition should find fault with every¬ 
thing that the LDF government did 
dunngthe last year. When UDF was 
ruling (1991-%), the LDF never allowed 
even a day to go by peacefully It used 
to be said in Keiala that it the people want 
to live in peace, they have to entrust the 
administration 10 LDF led by CPM when all 
the agitations stop as if switched off 
Looking back at the three years, one 
must say that the I.DF government did not 
do badly The economy was more or less 
behaving itself ‘tlihough the government 
had to face unpicccdenicd floods and 
famines and the .setbacks on account of 


falling prices of agricultural products, 
especially mbber. Rubber prices nosedived 
to Rs 25> a kg from Rs W) in 1997. This 
ruined the economy of Kerala. Thccoconut 
prices were erratic Dwindling remittances 
from foreign ccHinincs also contnhuted to 
the woes ol the economy The law and 
ordei situation was more ivi less peaceful. 
In certain ^K'kels in mil thei n Kerala where 
CPM has its sway, only its wnt runs This 
led to political murders oi CPM and RSS 
and Cungress(T) wuikeri. I lowcvei, in most 
parts of the state crime laie was lower 
compared to other states. 

The most imptiriant achievement ol this 
government should be considered the 
completion of the new intcmatiuiial class 
airport at Nedumba.ssery near Kochi and 
the Kayainkulani thermal power station 
Although initial work on the airport began 
during the previous UDF government’s 
time, the project did not take ctf owing 
to vested interests in the outgoing ministiy 
When the LDF government came inUs 
powcriii 1996, itiullysupported the project 
and gave the Airport Company (set up by 
the government) full backing It mu.st be 
a record of sons that within three yearn 
such a first class airport came up in a 
lesidenttal area The mo.sl dil ficult pr(4ilem 
faced by thb company was rehabilitation 
of the residents of the area Jl was the sheet 
determination of one man, managing 
director V J Kunen, that the airpon became 
a reality. He had not only to oversee the 
worit of the airport, hut at the .same time 
had to arrange funds as the Kerala 
government was unable to provide all the 
money required Kurien roped in airline 
companies, refineries and an assortment 
of financiers, who pul up enough money 
in return for exclusive rights in the airport 
service sector The aiipoii will be 
inaugurated on May 25 by the president 
K R Narayanan. Commercial I lights will 
begin to operate from June 10 

■liiere were no scnouscomiptton chat ges 
again.st the minisliy Hie Janata Dal 
nominee in the ministry, P R Kurup, had 
to resign owing to differences with the 
party high command There wen' some 
corruption charges against Kurup 
However, no probe was held. People are 
laigcly convirued that must of the mini- 
sters arc honest Tlie I.DF mmesters of 
Kerala (and West Bengal) must be the 
only ministeis in the whole of India who 
have not laced any .senous corruption 
charges 

Another important achievement of the 
govcinnient was taking planning to the 
grass roots level. Panehayats weic entrusted 
with the job ol identitying and imple¬ 
menting local schemc'.s and this piovcd to 


Kerala: Three Years of LDF Rule 

E Balachandraii 


The CPM-led government of Kerala has completed three years in 
office. The government can look back on its achievements with 
satisfaction. But the national level coming togethci of the CPM and 
the Congress has upset workers of both parties 
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be a great success. Evny ward of die 
panchayat (known as 'gram saUias*) would 
meet regularly and would identify projects 
in their area.s and the panchayats would 
allot funds according to availabihty. These 
include minor irrigation projects, surfacing 
of roads, drinking water schemes, 
assistance to economically backward 
people, etc Foi must of the construction 
work, the labour is through volunteer work 
llie paiichayat provides tood This had 
naturally opened up new avenues for 
corruption, hut since people's vigilance 
committees function, it was kept in check 
TIicredidiK'cur misappiopnationof funds 
in many cases But in a mass movement 
of the size and depth ol projects involving 
lhou.sands of people and crorcs of rupees 
a certain degree oi coiiuptiuii is bound to 
happim 

liie chiel minister. E K Nayanar of 
CPM, has set a personal record by 
becoming the longest serving chief minister 
of Kerala He candidly admitted that the 
LDF had adopted policies which it had 
opposed while in thcoppositionespeciaily 
in sectors like education (regarding setting 
up of selt-finance colleges. The govern¬ 
ment now proposed to set up several such 


colleges although it opposed such 
proposals tooth and nail while in 
opposition). Nayanar says that some of the 
policies pursued whileinopposilion would 
have to be given up when in power. "We 
might have committed errors We would 
correct them. This is not a government 
which believes in sticking to past 
mistakes.” 

For the next two years, the LDF has 
ambitious plans. It proposes to achieve 
seif-sutficicncy in power sector during 
ihispenod With the Kayamkulam thermal 
power station now in operation, the power 
position would improve in the months to 
come Power cut was in force for several 
years and this has now been phased out. 
Now there i.s only load-shedding tor 
domestic consumers for 30 minutes 
Distnet headquarters have now been 
excluded tnim lnad-.shedding 

The opposition led by Cnngress(I) is 
ineflcctivc Until Soma Gandhi Umk over 
as C'ongKss(I) pre-sident. there were groups 
pulling the organisation in different 
directions Senior leaders were vying with 
each other to promote their kith and km 
Even after the takeover by Gandhi, there 
was only an appearance of unity The 


opposition leader A K Antony says that 
he believes in giving conshwetive support 
to government and does, not want to 
function as the toaditional opposition 
leader opposing eveiything the govern¬ 
ment does. The position now is that the 
cadresof all political patties used to oppose 
anything and eveiything the government 
does and vice versa, become inactive and 
refuse to react even when genuine issues 
are involved. Nearly half of the approxi¬ 
mately 1,000 panchayats are niled by 
UDFand the planning for grass roots 
level projects is keeping most of the 
politicians of all parties at the lower level 
busy. In fact, this planning revolution had 
greatly helped to reduce the agitations in 
the state. 

The LDF ha.s understood that it would 
be difficult for it to get elected in 2001. 
In Kerala no political fronts gets elected 
a .second time in succession. In the LDF 
case, the present political changes of CPM 
and Congress(I) coming together bode ill 
for both the fronts The cadres ol both the 
groups have begun toquestion their leaders 
about such political groupings and this 
may ultimately prove fatal for both CPM 
and Congressfl). 
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South Afirican Elections 
Exordsing Ghosts from the Past 

Kamaroopi 

In South Africa’s second democratic elections the issues of the 
consolidation of the democratic order, transformation of the state, 
reconstruction and development are critical. Despite all the promises 
and visions of their manifestos, none of the parties opposing the 
African National Congress lANC) even pretends that it will be in a 
position to form a government. The ANC, .still carrying the aura of 
having been a liberation movement, is poised to secure a decisive, 
perhaps even an overwhelming, victory. 

THE second general elections in South are detcrmirKd for each contesting party 
Afnca are scheduled to take place on nationally as well as in each of the prov- 
June 2. An electorate of about 18 3b mil- inccs. Candidates in each party’s national 
lion voters, 69 per cent of the estimated list, running doisn from the top, in pro- 

total voting population of 26.35 million portion to its national share of vote will 

who have registered with the Independent be ticked off as elected with a maximum 
Electoral Commission (lEC) and so are of 200. Similarly, the percentage of the 
qualified to vote, will have the opportu- votes secured by the contending parties 
nity to go to the polls to elect a new in each province will determiiK the shore 
national assembly and nine provincial of that party's winners from its provincial 
assemblies The strength of the national li.st The same percentage determines the 

assembly is 400 while those oi the nine share of a party's seats in the provincial 

provincial assemblies range from the assemblies The table summarises the 


Five other parties which have candi¬ 
dates for the national assembly also have 
candidates for some, but not all. of the 
provincial assemblies. They are (with the 
provinces in which they have candidates 
within biackcts) A/antan Peoples 
Organisation tGaulcng, KZN, MPG, NC. 
NP and NW), Minonty Front (KZN). 
Government by the People Green Party 
(WC). SiKialist Parly of A/ania (FS. GTG 
and KZN) and Umted Christian Demo¬ 
cratic Party (FS, GTG, MPG and NW) 
Eight other parties have fielded candidates 
only for the provincial assemblies, each 
contesting only in one of the provinces 
Thcyarc AlncaMoralPaityfWC),Labour 
Party (GTG). Mass United Movement 
(KZN). People’s Liberation Front (WC). 
Sindawonc Progressive Party (MPG), 
Unemployment Labour Alliance (FS), 
Workers International Vanguard League 
(WC) and Ximoko Parly (NP) 

As can be seen in the table, outside the 
.seven political parties that were repre¬ 
sented in the outgoing national as.sembly 
only the ANC and the NP were repre- 
.sented in all the nine provincial a.ssem- 
blics. The Minonty Front secured a lone 
seat in the KZN provincial assembly in 
1994 There is no reason to believe that 


constitutionally mandated minimum of 30 
to a maximum of 80 
As in Apnl 1994, the rather complicated 
system of proportional representation 
continues with the voters voting for a 
political party rather than for a particular 
candidate. The 400 members of the 
national as.sembly will be chosen, in pro¬ 
portion to the percentage of votes that each 
contesting party .secures, from the two lists 
that all contesting panics have submitted 
to the I1'.C, with a maximum of 200 in 


outcome in Apnl 1994. 

All the parties \shich contested the 1994 
election are in the fray tor both the national 
as.sembly and the nine provincial assem¬ 
blies. Further three parties, the Afnkanci 
Henheids Beweging (AEB. Afrikaner 
Unity MovemcnO, Federal Alliance (FA) 
and the United Democratic Movement 
(UDM) have tlu'ir candidates for both the 
national assembly and for all the nine 
provincial assemblies. Of the.se, only the 
UDM, led by Bantu Holomisa (ex- ANC) 


the outcome inre.speaof thesmallcr patties 
that have entered the fray will he any 
dificient this time, except in the event of 
some hitherto obscured local factors sud¬ 
denly becoming relevant 
Understandably, for a country the ovei- 
whelming majonty of who.se people voted 
for the first time only once five years ago, 
preoccupation with the elections has been 
near-total The country has been in an 
election mode lor over a year, indeed ever 
since the ANC's national conference in 


a ‘natumal list' and a further 200 in a 
'province to national' list There is al.so 
a third list, comprising candidates for the 
provincial assemblies There will be two 
ballot papers, one common throughout the 
country and the second specific to indi¬ 
vidual provinces, listing alt the contesting 
parties for the national assemblies and the 
relevant political assemblies in an order 
already determined by lobery The ACDP 
has won the lottery and leads the list this 
tune, followed by the other parties in strict 
alphabetical order Unlike in 1994 when 
in the absence of an electoral roll any voter 
able to identify him.self or herself as a 
citizen could vole any where in the country 
- thus the chaos and long queues - this 
time the voters will be casting their votes 
in specified voting stations. 

How arc the winning candidates deter¬ 
mined'’ When the votes are counted, the 
total number of valid votes and the per¬ 
centage these form of the total voles cast 


and Roelf Meyer (cx-NP), can hope to he Mafikcng 18 months ago, when Thabo 
.serious coniendcrs. The 'founder-leader' Mbcki took over as president of ihe ANf' 
of the rather beguilingly named Abolition from Nelson Mandela I nsotar as the ANC 
ofincome Tax andU.sury Party, 'founded' is concerned, the issues spelt out then - 
only a few Weeks ago. is its lone candidate the const>lidation of the dcmiKratic order, 
for the national assembly. transformation of the state and aecelera- 
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lion oi reconstruction and development, 
'abetterlife foraH’-rcmainlhcpninaiy task 
and are so idcntined in its election mani¬ 
festo. Not even the opposition parues doubt 
thatThaboMbckiwilldrivethisprocess m 
the next five years Indeed, even the media 
routinely refer to Thabo Mbckt, as well as 
other caindidates the ANC has nominated 
for the posiuon of premiers of tlie proviiius, 
as ‘president-elect’ and ‘premicis-clect’ 
While the opposition parties have al¬ 
ready conceded that the ANC will lomi 
the next government, their broader per- 
.specti ve on the problems facing the t ountry 
differ, with almo.st ail of them placing the 
undeniably grim crime situation at the top 
of national pnonlies 
The brutalcsation of soc iety wrought by 
crime is recognised by the AN(' as well 
The earlier spin on the problem, linking 
It to the related problems of poverty and 
joblessness, is nowadays seldom heard. 
Even on the issue of the death penalty, on 
which the other parUcs aic running a truly 
nasty ‘hangthcmhigh' campaign, the ANC 
has been cautious, placing the ‘blame* for 
the su.spcnsion ot executions on former 
president F W dc Klerk, though the 
securing ot a moratorium on all hangings 
and the eventual outlawing ot the death 
penalty by entrenching an unqualifiednghi 
to life clause in the bill of rights is one 
of the lasung achievements of the ANC 
and the democratic movement 
However, even the ‘hang them high’ 
parties do recogni.se the causal links be¬ 
tween crime, poverty and unemployment 
When.’ the ANC and the other parties 
differ shaiply is on the kssuc of ‘iransfoi- 
mation' and. in the c.ise of the picdomi- 
nantly white parties the related issue of 
affirmative action, seeing in the foimei 
ANC’s deeply ingrained ‘.Stalinist' lon- 
dcncifs towards centralisation and an 
agenda of securing total control ovei all 
the institutions and iiistiumcntalitics of 
the state; and in the latter ‘reverse racism' 
Illustraiive m this context is the ‘debate' 

- if one can call it that - on the issue ol 
the ANC striving to si'curc the so called 
(wo-lhirds majnnly in tlic furthcoming 
elections, and the implications thcarol, 
and the acioss-thc-board unity among the 
other parties on denying such an outcome. 

Following a Sundttv news report on 
May 3. I WH which quoted Kaglema 
Motlanthc, thegeneral secretary of the ANC. 
as saying that the ANC wanted to secure 
a two-thuds niaiority in ilic next elections 
to enable it to fonn a government ‘unfet¬ 
tered by constraints’ and 'transform state 
institutions' Mutlanihe issued a formal 
statement th,. same evening spelling out 
exactly what ihc partv had in mind That 


bncf statement deserves tube quoted in full; 
In response to comments attnbuted to me 
in a Sunday newspaper on the question of 
slate institutions, 1 wish to clarify the 
approach of the ANC on this matter. 
"The AIncan National Congress is firmly 
of the view that, as with all state organs, 
those independent institutions tasked with 
the protection of democracy and clean 
goveinmcni mu.st be transtuimed if they 
arc to he able to effectively fullil their 
responsibility to society 
Without being representative ol South 
African .society in then composition, and 
without mechanisms in place tor them 
themselves to be held accountable to the 
people, the capacity ol these institutions 
to serve the inteic.sts ot democracy will 
he severely limited 

'Tlic ANC docs not however consider the 
attainment of a two-thirds ma|ority in the 
next election as the central vehicle lor the 
achievement ot such transformation 
Nor IS the ANC contemplating tar-reai h- 
ing change.s to the constitution 
The ANC is instead approaching ihc 1 
elections with the pnmary aim of attaining 
an overwhelming mandate from the iieople 
to continue with the process ol reconstruc¬ 
tion and development in South Atnca 
In doing so, the ANC will continue to 
puisue, with all the means at its disposal, 
the fundamental transfoimaiion ol all 
institutions oi state 

Stnclly speaking, this is no issue at all; 
and ANC'sdisingenuous ‘clarification’ that 
It I.S seeking only an ‘overwhelming man¬ 
date’ and not a twoj^irds majority only 
makes the debate even more silly, given that 
every political party in any democratic 


dispensation strives to obtain the maxi¬ 
mum number of seats in elections. How¬ 
ever, the argument of the opposition parties 
is that were the ANC to obtain a two-thirds 
majority, or even an ‘overwhelming 
majonty’ (assuming that such distinctions« 
are relevant), that would mean an end to 
democratic pluralism and multiparty demo¬ 
cracy. The very first thing the ANC would 
then do. it seems, is amend the constitu¬ 
tion. including the entrenched constitu¬ 
tional principles providing for “multiparty 
democracy, regular elections, universal 
adult suiTragc, a common voters’ list and, 
in general, proportional representation”- 
the principal features of South Africa’s 
‘existing democracy’ - and introduce a 
une-party dictatorship. 

What IS ironical is that these concerns 
are articulated by parties which were part 
of the abomination that the apartheid parlia¬ 
ment was, from which over 8S per cent of 
the population was excluded. Clearly, such 
apprehensions are rooted in the country’s 
profoundly undemocratic past and the 
undi luted racism of most of the parties that 
were a part ol the apartheid ‘parliament’,. 
whose unspdeen .subtext is that black people' 
and demociacy arc simply not compat¬ 
ible. Despite the )oy and euphoria that 
greeted the advent of democracy five years 
ago, Ihc deep fear of democracy in practice 
continues to be entrenched among those 
sections which systematically denied 
political and democratic rights to the 
majority - and now brazenly claim to be 
concerned about the tuture' of democracy 
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Nothing else can explain the deeply held 
desire for iiiithar constitutional, stnictural 
and institutional safeguards against the 
very usenceof democracy - majority rule 

- on the part of ail the political parties that 
were a part of the so-called parliaments 
before April 1994. These safeguards they 
had vainly tried to push through during the 
making of the new constitution What this 
mindset cannot even comprehend is that 
no document, however carefully drafted, 
can provid cast iron and watertight guaran¬ 
tees and protections against future tyranny. 

Another instance of the persistence of 
.such profoundly anti-dcmocratic mindset 
is the inability to appreciate the reality of 
democracy in practice, including its wild 
and chaotic imperfections. This is shared 
even by structures genuinely committed 
to democracy. Thus, the contrast between 
the chccrfiil acceptance of the ‘suKstan- 
tially free and fair' conduct and outcome 
of the polls in April 1994 and the unmiti¬ 
gated rancour which marked the legal 
challenges mounted by the DP and the 
NNP to the provisions of the very electoral 
legislation which they were a party to in 
the run up to the coming elections But 
then, the obse.ssion with the ‘integniy of 
the electoral process* too raflects the 
inability to sec that democracy in practice 
IS necessarily flawed, the best of a had 
deal; that democratic elections will nec¬ 
essarily be flawed, unlike the ‘elections' 
conducted under the apartheid regime 
which weie entirely flawless exercises. 

After five years in the leading position 
in the government, the ANC has many 
things to answer tor Its chief fat lings have 
been in the management of the economy, 
in particular its unquestioning surrender 
to the > -rthodoxy of market and of foreign 
investment as being the surest, perhaps even 
the only, engine for growth and employ¬ 
ment, and in the field of foreign policy, 
the actual reality, notwithstanding the 
rhetone, of the country being in essence a 
willing surrogate for western interests in 
the continent. Perhaps, as ably argued by 
HeinMara]s(5our/iA^('a. UmitstoChange 

- The Polihcai Economy of Transition, 
University of Cape Town Press and 2^ 
Books, 1998), the.se failures were inherent 
m the very nature of the struggle which 
‘liccame defined by a political reduction- 
ism that collapsed the political economy 
of pnvilege and (teprivation into the form 
of the apartheid state", and in the fact that 
“instead of set 2 ing power, the demiKratic 
movement negotiated its partial transler". 

However, the ANC is seldom taken up 
on these issues by the opposition parties 
that are nowclamounng for the second spot. 
Indeed, these patties fault the ANC for not 


going far enough, and fast enough, in the 
path away from the pnnciples it cherished 
when it was a liberation movement. 

Herein perhaps lies the greatest success 
of the ANC - Its transition from being a 
liberation movement to its present status 
as the natural party of government; and 
in that process taking along with it its 
militant partners on the left and the 


THE Oslo peace accords provided fur a 
five-year intenm penod during which Israel 
would progrc'.Mvely withdraw from Arab 
towns in the West Bank and Gaza (WBG), 
handing them nverto the Palcstiniaas. The 
economic arrangement envisaged was 
essentially a customs union between the 
two temtones By the end of the interim 
penod, the two sides were to have com¬ 
pleted ‘final status' negotiations on hol¬ 
ders, the status of Israeli settlements m the 
WBG, retugecs, the status of Jerusalem, 
and sccunty arrangements. The five years 
expired on May 4.1999. the date by which 
Ya.sser Arafat had earlier threatened to 
declare an independent state unilaterally, 
given the fact that there had been no 
progre.ss or even meaningful negotiations 
since Netanyahu and the Likud Party took 
over from Labour in 1996. The EU, the 
US. Jordan and Egypt, among others, per¬ 
suaded him to postpone the decision, till 
at lca.staflerthclsraelielectionsonMay 17. 
The Palestine Central Council has said it 
will meet again in July to consider the 
matter. It looks likely though that the ITS 
will have to call another summit, to get 
the peace process moving again, assisted 
hopefully by a more statesmanlike govern¬ 
ment in Israel 

How viable would a ntlestinian .state be 
in the absence of normal relations with 
IsraeP At the I ime of I he peace agreements 
there were high hbpes for the new Pales¬ 
tinian 'cntitv' (it was to become a state 
only after the final s^tlemenl), given 
relatively high levels of Palestinian edu¬ 
cation. and Its close interconnections with 
Israel's developed economy, with which 
it had developed compiemeniary relai ions 


organised labour, the South African Com¬ 
munist Party and the Congress of South 
Afncan Trade Unions. One is not even 
sure It one should fault the SACP and 
Cosatu loi this appropriation since the 
alliance as a whole appears to have ne¬ 
gotiated the ditlKult path ol the national 
democratic revolution with greater finesse 
than other liberation movements 


during two decades of occupation (Over 
35 per cent of the WBG labour force were 
employed in Israel, and the bulk of its 
exports ol subcontracted manulactunng 
services and agncultural giXMls were to 
Israel) 

It was assumed that there would be free 
circulation of gotKls between WBG and 
Israel, continued access to Israeli labour 
markets, open access to external market.s 
for exports and imports facilitated by a 
seaport in Gaza, an airport in Ga/a, and 
open land links between Ga/a and the 
West Bank and onward to Joidan and 
Egypt. It was expected that there would 
be increased employment and growth from 
investment, including in indastilal estates, 
aimed at taking advantage of trade agree¬ 
ments of the Palestine authority with the 
US. the EU and neighbounng states 
Finally, institulioii-building would pro¬ 
ceed smoothly, and the private sccku would 
become the main engine of grow'h. All 
this would be underpinned by massive 
donor assistance, ol whuh about S 2.S 
billion was disbuised. Fhc public sector 
would gradually hintd up its revenue base, 
financing all nt current exiienditure. and 
an increasing part ol capital expenditure 

As a recent World Bank report points 
out, “Reality proved otherwise The un¬ 
anticipated but donanant f .set of Palestin¬ 
ian economic lilc since October l‘)93 has 
been the imposition of complex and, ir 
effect crippling rcstnctions lot king the 
WBG into an economic contradu non a 
qua.si-cuslonis union with Israel wrth 
intcrtiiil ban-K.s" 

■’’he internal bameis are a polite term 
loi the periodically imposed border 


Peace Process and Palestinian Economy 

Prabhu Ghate 

Two of the most important conditions for the development of the 
Palestinian state and economy, which further negotiations will have to 
ensure, are free movement of goods through Israel and a,ssurance of 
cu:cess to Israel for Palestinian labour. All this hinges on the resumption 
of the peace process and a return of the relative optimism that prevailed 
during 1993-96 The situation arising out of the Israeli elections will 
therefore he watched with much interest m the ensuing months. 
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closures imposed by Israel citing sccunty 
concerns. It is true that the closurc-s were 
imposed ulteriiK idents of terrorism, mostly 
suicide bombings by Hama.s and Islamic 
Iihad in Israel, hut the collective punish¬ 
ment meted out was out of propoition to 
the piovcxations. The access ol WBCi 
workcis and goods to Israel was shai |)l> 
reduced WBG markets beiame liag- 
mented. tesulting in gluts .tnd losst's due 
to spoilage ol agricultural prodiue, in- 
ilated transaction costs and iticieased i isk 
This in turn discouraged new investment 
Unemployment lates ranged from l^i to 
per cent, as compared to less than 10 
pel cent in 19‘>.t when the closure policy 
was iniiialed In ix'riinls of closure, un- 
umploymenl levels in Ga/a exceeded SO 
per cent Cia/a is particular!) ilcpeiident 
on employment in Israel given its huge 
retugec population and high popuialion 
density, one ol the highest m the woild 
Widespread unempliwment became an 
impetus lor the expansion of the civil 
service Ihis aggiav.itcd in turn fiscal 
huidens Donor's pnontics shitted fioni 
strategic inirastructuie development to 
emeigency employment creation, throw¬ 
ing the onginal development plan offtrack 
iTom the second hall ol 1907 however, 
us Aiatat's si'cunts appuraiusbecaim* mote 
elleclive ithe laiesi Wye agreements m 
199g even pto\ ide lor I kS association with 
Ihiselfort). mcidcnlsot suicide bombings 
began to deeline. and extended cinsuies 
became less trequent The level of em¬ 
ployment in Israel began to rise again, 
alter a peiKiJ between 1991 and l‘)% 
when about 20 pc'i cent ol available labour 
days of workeis woikmg in Israel had 
been lost 'nie losses amounted to much 
more than the value ot aid icceived 
Aciording to a lepori piepaied by the 
Ollice ol the .Special UN Co-ordiiuttor in 
the occupied territories (who is an Indian. 
Gharekhan) the WBG s real GNP grew by 
4 9 per cent a year in the 19X(K while 
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population growth wa.s 2.7 per cent. The 
siiualion wa.s reversed however in the 
l‘)90.s with real GNP growth at only 2.5 
per cent, but population growth as high 
as 4 per cent. (The reasons lor this ex- 
iiemely high population growth rate are 
not readily apparent. The rate increased 
over the l9K0s despite the fact that 
UNRWA runs a huge programme of 
asshstanee in health, education and com¬ 
munity services lor the rclugccs who 
number more than a fifth of the population 
in Ga/a.) As the report notes, if Palestine 
had continued growing at the same rate 
in the 1990s, real per capita GNP would 
have increa.scd by 7 per cent over the 
penud instead of declining by 14 per cent 
(because of the higher population growth 
iat>‘ and policy ol clo.surcs impo.sed by 
Israeli) Tlic Isiacl economy has contin¬ 
ued to glow strongly in the 19*)0s, fuelled 
in parly by the large influx of the retugees 
liom Russia and the resulting constiuctiun 
hixnn. 1 he sector in which most WH( i lahou 1 
in Isiacl IS concentrated (Russian .urivals 
since 1990 now number about I million) 
llic decline in per capita income and 
consumption has meant that by 1997. 40 
pei cent ot the population of Ga/a lived 
below the poverty line of $ 650 (up fiom 
16 per cent in 1995) as did II per lent 
oi the West Bank population. It should be 
noted though that Palestine still does better 
on poverty and six'tal indicators than l^gypt 
and even Jordan (sec Table) 

Clearly two of the most important con¬ 
ditions loi devcIupnieiU ol the Palestinian 
state which luithcr negotiations will have 
to ensun* am Inv nx) vement oi gixxls thnxigh 
Isiaei, and assurance about access to Israel 
of Palestinian labour. While the Ga/a sea¬ 
port will give WBG acce.ss to export and 
import markets by sea, the bulk ot vol¬ 
umes will originate in or be de.stined for 
must be easy access between Ga/.a and the 
WB. whii li Israel has made highly restric¬ 
tive. quite apart tiom .successfully stalling 
the development ol (he Ga/.a .seaport sii far 
Picedoin ol movement even within the 
WB IS Ix'coniing more and more dilticull. 
The WB IS undergoing a process of 
'eanionisation' into a imvsaic of enclaves, 
since almost hall ot it is taken up by about 
2'X> Israeli settlements, a growing net¬ 
work <>i toads connecting them (which 
bypass Arab towns and villages) and 
intervening 'secunty/ones’ Thus, aone- 
iiour ride tin an Israeli truck from Hebron 
in the south of the WB to Nablus in the 
north, could take a WB truck three months. 
WB trucks cannot pa.ss through cast Jeru.sa- 
lem at all, winch the Israelis have closed 
to most Palestinians (and ea.sl Jerusalem 
bisects the WB) plu.s they must pa.s.s 


through dozens of security check-posts 

In the short run labour opportunities in 
Israel for WBG woricers will remain 
important, although if the uncertainties sur¬ 
rounding the peace process are removed, 
they will become less so as new private 
investment comes into Palestine. Invest¬ 
ments so far have been mostly construc¬ 
tion related Hic landscape in Gaza (and 
to a lesscrextciit in the WB) is strewn with 
the shells of high-nse buildings that have 
been left incomplete after the peace process 
turned sour in 1996. However some non- 
consLrtution investment has come in, mostly 
from the huge Palestinian diaspor abroad, 
to take advantage of cheap labour (becom¬ 
ing cheaper in Gaza as real wages fall), 
and could sharply increase given normalcy. 

Partly as an alternative to dependence 
op Palestinian workers Israel has been 
letting in workers from Turkey, Albania, 
Rumania, n(4 to mention Thailand and even 
the PRC. Their numbers arc estimated at 
between I .OO.OtXJ-1,50,0(X) (many of them 
are illegal, as arc many Palestinian work¬ 
ers) hut ihey are gradually being .sent home 
since they tend to overstay and even bnng 
ii< their lamilics to join them later. Illegal 
Palestinian workers on the other hand 
mostly go hack to WBG every night (as 
do legal workers), and can mote easily be 
sent home if caught (apart from being 
fined hcavil y) Lsrael is beginning to realise 
that what it needs is a balance, and is said 
to be setting acciling on permits of 70.(KK) 
WBG workers, many of which would be 
valid even dunng clo.surcs Tlus compares 
with about 1.35,(X)U before the Gulf war. 
when a crippling curfew of 45 day was 
impu.scd The Pale.sunians will oi course 
akso have to mend their fences with those 
Gulf : talcs which banned Palestinian 
labour when the Palestinians suppo-rted 
Iraq against Kuwait i 

If normal labour flows rasumc donors 
will be able to cut back on the large share 
of aid that at present goes to distress relict, 
and the Palestinian authority will likewise 
be able to devote a larger proportion ot 
the budget to capital expcndilures rathei 
than public consumption. It will also 
become politically much easier for it to 
.stop adding to numbers in the publu 
service. There was underinvestment in 
physical and social infrastructure during 
the two decades of Israeli occupation, 
which offers considerable scope for pro 
ductive public inve.stmenl. 

All this hinges of course on the resump¬ 
tion of the peace process and a letum ol 
the relative optimism that prevailed dui- 
ing 1993-96. The situation arising out nt^ 
the Israeli elections will be wateted with 
much interest in the ensuing months. 
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PERSPECTIVE 


Adivasis Betrayed: Adivasi Land 
Rights in Kerala 

CRBUoy 

Over the past century and more, tribal lands have been bought by 
non-tribals at throwaway prices. There has been legislation to check 
this trend and also to restore alienated lands to trihals. But the will 
to implement these laws on the part of the government has been 
missing. Kerala has recently pas.sed a bill, purportedly to protect the 
interests of the tribals. which makes restoration nf land to tribals 
almost impossible. 


THE Kerala government has done it again 
In another desperate attempt to tuxidwink 
the adivasis (tnbals) and of course, the 
Constitution, ‘The Kerala Restriction on 
Traasfer by and Restoration of Lands to 
Scheduled Tnbes Bill, 1999’ was pa.s.scd 
by the Kerala assembly as Bill No 163 on 
Kebruary 23. 1999 This bill also repeals 
the ‘Kerala Scheduled Tnbes (Restnetion 
on Transfer of Lands and Restoiation oi 
Alienated Lands) Act. 1975. 

Ijist time around, faced with die angry 
and rcstduic adivasis and possible con¬ 
tempt of the high court for not implement¬ 
ing the 1975 Act. the then United Demo- 
craiic Front (I JDF) government attempted 
'o bruig an ordinance to amend the act in 
early 1996 Shiv .Shankar, the then gover- 
noi. refused to approve the otdiname on 
the plea that it was election time and the 
election code did not permit this. The fjeft 
Dumocratic Pnint (LDF) government, on 
ascending to power, promptly passed 
anothei similar ordinance, but failed to gel 
the clearance from Kurshid Alam Khan, 
the governor of Karnataka who was then 
also in charge of Kerala. Faced with the 
deadline of September 30.19% set by the 
high court, the government passed "The 
Kerala Scheduled Tnbes (Restnetion on 
Transfer of Lands and Restoration of 
Alienated Lands) Amendment Act, 199f)’ 
on September 23. This amendment was 
aborted by president K R Narayanan when 
he returned it withholding his a.ssent. 
Obviously, the Kerala govcinment was 
not able to convince the centre and the 
president on the genuineness and legality 
of the act. 

The aborted ordinances as well as the 
amendment were intended to subvert the 
very intent of the 1975 act - of restoration 
of alienated lands back to the a. vasi.s. 
These also go counter to Section 3( I) IV 
and V of the SC and ST {PrevenUon of 


AtrtK'ities) Act, 1989 which presenbes 
punishment belwi^vn six months and five 
years imprisonment to tliosc who wrong¬ 
fully occupy OI cultivate any land owned 
by or allotted to or notified by the govern¬ 
ment to he allotted to a member of ST or 
gets the land allotted to him transferred 
and wrongfully disiK>s.scsscs a member of 
ST from his laml (The act also provides 
lor punishment of otficials lor neglect of 
duties prasenhed under this act.) 

I'hcy were also violative of Articles 3, 
13 and 14 of the ILO Convention 107 
which has been ratified by India. These 
articles relate to protection of properties, 
respect of customary procedures of traas- 
mission of traditional ownership of lands, 
prevention of non-tribes from securing 
ownership or use of lands belonging to 
inhals and piovision of more land when 
they have not the area necessary fur pro¬ 
viding the essentials of normal existence 
They are also violative of Section 2 of ILO 
Convention 169 on Indigenous and Tribal 
Populations (whuh India is yet to ratify) 
which explii itly recognises the conc'ept of 
tcmtonaiity ot the inhals and the relation¬ 
ship It has with their identity, and their 
nght of ownership and possession over 
lands traditionally occupied In addition, 
they arc also violative of Pan VI of the 
UN draft Universal Declaration of the 
Rights of Indigenous Peoples which is 
being dtscu.s.seil at the level nf the UN 
Commission ot Human Rights 

The unanimous po.sition of both tlie 
LDF and I'DI ' was that the 1975 Act was 
unjust to the noit-adivasi migrani settlers 
who had, through deceit and cunning, 
grabbed the lands of adivashs. A sub¬ 
committee constituted by the Kerala state 
a.s.semhly in 1976 visited Wayanaddistnci 
which has the largest adivasi population 
in the state. They conducted a rapid survey 
on land alienation Of the 298 cases pre¬ 


sented to them, it was found that 71 (24 
per cent) were* grabbed by force, 67 were 
grabbed toi nicdsly sums while the rest 
for a small amount There were 14 cases 
when* sign.ituies were obtained on blank 
papers without any money being paid, five 
did not receive the stipulated amount and 
two had their money taken away An 
official Tl’DPsurveyol Febtuarv 15,1977 
reveals that in Atliipady ol Palakkad dis- 
tnct.anotherma|ot adivasi belt. 10,106 19 
acres of adivasi lands were alienated. 

As early as 1960, the Dhebar ('ommis- 
sion recommended that all tribal land 
alienated since January 26,1950- the day 
the Constitution came into force - should 
be returned to the original adivasi owners. 
A meeting ot state ministers on April I, 
1975 passed a resolution. ‘‘Legislation for 
prevention of land alienation should be 
undertaken immediately This work should 
be done within six months More impoi- 
tant IS the legislative mca.sures for preven¬ 
tion ol land alienation and restoration ot 
alienated land. A crash programme for 
eflccb vely implementing these law:, within 
two years may be prepared in each state 
setting targets for each year which should 
he penodically reviewed.” 

The 1975 Act was enacted unanimously 
by the late Achutha Mcnon government 
as Act 31 oi 1975. It was published in the 
Kerala (ia^etle extraordinary No 673 on 
November 11. 1975 after the mandatuiy 
assent of the president ot India on Novem¬ 
ber 11.1975 This ai t was funhcnncludcd 
in the ninth schedule ot the Constitution 
to ensure that the act itself is nut chal¬ 
lenged in any court ol law However, the 
rule operationalising this act was loimu- 
lated a full decade later in 1986 with 
retrospective effect Irom January 1,198? 
After all. the adivasis with a (Kipulation 
of about 3 21 lakhs constitute just I 10 per 
cent ol ttic total population of the state. 
Moreover, the settlers dominate the po¬ 
litical parties even in the adivasi belts. 

Uraler this act. all transactions of adivasi 
lands duiing the pciuxl 1960 to 1982 
become invalid and are to be restored to 
the onginal owners. It is estiinaunl that 
8,553 applications lot restoration of lands 
totalling .some 10.177 hectares were filed 
till the last date of receipt of ap|>lications 
The number has since risen to 8.879 Tlic 
adivasi beneficiaries have to pay a sum 
which is the total of the amount received, 
if any, as consideration fot the iiansaction 
and the amount s|ieiit lot iiiipnivemcnls 
on the land before the toniniemcnient of 
the act. as compensation for the resloni- 
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bun of ‘their* lands. This amount will be 
determined by the revenue divisional 
officer (RDO) of the concerned distnct 
Taking into consideration the incapacity 
of the adivasis to pay this amount, the act 
also generously provides for loans to them 
which arc to be paid back in 20 years The 
act IS silent on the loss incurred by the 
adivasis whose lands were grabbed by the 
settlers. Naturally this clause acts as an 
outright disincentive to the adivasis to 
apply for restoration. Where compensa- 
tioas are payable, the beneficiaries, if they 
avail of the loan, would iircvocabiy be 
pu.shcd to debt bondage delcating the very 
purpo.se of rectifying the pa.st injustice 
The government has admitted that, “for 
example, in the case of revenue divisional 
office, Oitupalam. compensation has to be 
paid 111 as many as 974 ca.ses involving 
an amount of Rs 317 lakhs, but so far no 
tribal has even applied lor a loan” 

The act also stipulates that all transfer 
of adivasi lands to non-adivasis are re* 
stneted from 1982 without the pnoi con¬ 
sent of the authontics. Despite tlus re.stnc- 
tion. in blatant violation of the act. transfer 
of lands continued unabated. Despite the 
1986 rules operationalising the act. the 
government made no real attempt to 
implement the act Ttic government, un¬ 
willingly. had to act when the high court 
passed an order on October l.'i, 1993 on 
a petition filed in 1988 by Nalla Thambi 
Thera, a non-adi vast resident of Wayamjd, 
directing the govemmcnl to “dtspokc c'l 
(he applications pending before them 
within SIX months”. It was also the vear 
when the young C K Janu, a hravc Adiva 
woman Irom Way anad, declared that they 
would forcibly (Kcupy lands that were 
rightfully theirs. 

The as.surance given hy the then addi¬ 
tional advocate general that “utmost stup.s 
would fic taken lor the disposal ol the 
applications and that the act would he 
enforced in all its rigour” recorded by the 
high court in 1991 was just plain 
doublespeak The government appealed 
lor more tune again and again The high 
coiiit kept extending ihc time The RDOs 
were ordered to fi le affida vi t s once a month 
in the high court showing Ihe progress ol 
the disposal of applications dunng that 
month, [.ef t w ii h no other option, i he dusty 
flics were rctne ved andoirenc'd Tlie RIX>s. 
the authority under the act, had to process 
over 8,000 ap(,I nations. The applicants 
were to prove poor ownership of the lands 
applied tor. Ihe RDOs are empowered 
under the act to summaiily determine the 
validity of the applications Naturally, the 
fad that adivasis. by sirtiie of their igno¬ 
rance ot Ihe complex laws and procedures. 


invariably could not get their land rights 
recorded, were largely ignored by the 
RDOs. The non-recording of land rights 
of adivasis by the corrupt revenue depart¬ 
ment as well as the rampant manipulation 
ol land records by the influential were 
historical facts that were best kept under 
wraps What remained wasju.st4,524 valid 
applications for some paltry 7,640 acres. 
By administrative sleight of hand, about 
half the claims were rejected outnght. 
Even this, the government was unwilling 
to re.store 

Ultimately, as most of the applications 
were disposed of, a number ot orders for 
restoration were issued. Stray and insig¬ 
nificant actual restoration did take place. 
Instead of standing by the law, the govern¬ 
ment and the political parties instead en¬ 
couraged the settlers to resist the imple¬ 
mentation of the high court orders. This 
they did by declaring repeatedly that the 
act was unjust to the settlers and that the 
act Itself was impractical thus tequinng 
immediate amendment. Encouraged with 
such political and official patronage and 
protection, in some places (he settlers 
attacked some upright otticials who ac¬ 
tually attempted to physically restoic the 
lands as in Attapady and elsewhere. 

These incidents were then shown in the 
high court as evidence of the organised 
attempt made by the non-mbal occupants 
in diwarting implementation The high 
court a.skcd “Can a democratic stale with 
the rule of law as its beacon light, bow 
to such illegal resistance to the implemen¬ 
tation of a welfare legislation to benefit 
the oppressed classes? Clearly it cannot ” 
The court ordered that the '*staio and the 
distnct supenntendents of police ot all 
distncis arc directed to affoni the needed 
poitixtion to the RDOs to carry out their 
duty ot restoring possession to the ti ibals”. 

llic non-availing ol loans by adivasis 
lor payment of compensation to Ihe oc¬ 
cupant of the adivasi land was another 
excuse raised by the state. The court tut ned 
around and asked why lands in which no 
compensation is payable and tor which 
appeals arc not pending have not been 
restored. The state had no answer 

The government then claimed that the 
lands cannot he rc.stored 'overnight*. The 
court rcr 'iided that the act was passed in 
I97S, the judgment was passed in 1993 
and ii was then the year 1996. The court 
asked “Is it 'overnight* according to the 
deponent*' I can assume that he had not 
fully inionmed about the fact.” 'The court 
declared that the government has “no will 
U) implement the legislation" 

I.£tt with no other plausible argument 
and laced with possible contempt of court. 


the omauiiiient was passed in the Kerala 
assembly, once again unanimously, on 
September 23. 1996, with only 
Gowriamma (the suspended CPM veteran) 
abstaining from voting. The secretariat 
that day saw the angry outburst of the 
agitation adivasis with C K Janu attempt¬ 
ing to forcibly enter the assembly. Tlie 
CPI(M-L) Red Flag also had launched 
their agitation in support of the adivasis. 
1716 passing of the amendment, which in 
effect denies the restoration of alienated 
lands with vague promises of alternate 
land and cash, only helped in further 
alienating the adivasis whose frustration 
and anger rose as at no other time in the 
state's history. The adivasis instead took 
the morally and socially just and valid 
position that their lands be returned to 
them and the settlers be provided adequate 
compensation by the state. In this, they 
were willing to forgo the funds allocated 
lor the welfare of the STs which could be 
diverted for compensation to the settlers 
- indeed a magnanimous and civilised 
gesture of a peace-loving people. 

Matters came to a head with the sen¬ 
sational hu.slage taking by an until then 
unheard of group calling itscli ‘Ayyankali 
Pada* W R Reddy, the then PalalJcad 
collector, was taken hostage by four youths 
on October 4, 19% demanding the with¬ 
drawal of the amendment. This nine hour 
tense drama, the first such incident in the 
state, ended with the hostage takers being 
allowed to go free after releasing the 
collector. This was rca.son enough for the 
state to terrorise the adivasis to cow them 
down The returning ofthc amendment by 
the president who has the special C''nsti- 
tutional obligation to protect the adivasis, 
withholding his as.scnt. once again shifted 
the drama to the high court 

The popular struggle lor land by the 
adivasis across the stale was belittled The 
contrived pervert logic to delcgitimisc their 
straggle was that the adivasi.s. ignorant as 
they are, arc instigated by ‘outsiders’. Left 
to them.sclves, they are very docile and 
undemanding. Imperialist agents and 
extremist elements from within die state 
and outside were pointed out as the cul¬ 
prits. Thankfully, the all-ame favourite 
ISI was .spared! The innocent adivasis, it 
was claimed, are being misled. A civil war 
between the minuscule adiva.sis and the 
majority settlers was conjured up. 

The government then put together an act 
that does not have to wind its way through 
the Rashtrapathi Bhawan. This can be 
achieved only if the bill is formulated 
underline of the .state subjects. 'The Kerala 
Re.stnction on Transfer by and Restora¬ 
tion of Lands to Scheduled Tribes Bill, 
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1999’ was enacted on Febni^ 23,1999 
to once again deny die restcHBtionofadivasi 
lands. All in a state which had the courage 
and political determination, not so long 
ago, to implement the Land Relorms Act 
of 1963. unlike the other states barring, 
to some extent. West Bengal. 

*•* Asperthis 1999 Act. only land in excess 
of 2 hectares will be restored, while al¬ 
ternate land would be given elsewhere in 
lieu oi alienated land up to 2 hectares The 
number of applicants claiming land in 
excess of 2 hectares would be negligible, 
largely negating the very title of the act 
Itself, making a farce of ‘restoration'. This 
IS applicable to lands alienated between 
January 1, 1960 and January 24, 1986. 
llie 1975 Act prohibits land transactions 
since 1982. but the 1996 act exempts lands 
alienated between 1982-86 up to 7 hect¬ 
ares The eagerness of the government to 
placate the land grabbers is naked 

The 1999 Act also, in addition, has 
brought into its ambit the provision to 
provide land of up to 40 acres for 10 
hcctarc.s) to the landless adivasis in the 
disincl they reside in, within a period of 
two years The government e.stimatcs that 
there are about 11 .(K)0 such families In 
essence, by bnnging in a new set of 
bcneficiancs. the government hopes to 
divide the adivasis between the bi'nctlcia- 
ncs of the 1975 Act and the new set of 
beneficiaries to further complicate the 
matter. It niu.st not be foigotten that there 
IS yet another piece of legislation titled 
'The Kerala Private Porest (Vesting and 
Assignment) Act. 1972’ under which .some 
2.t.(KX) hectares were to he given to land¬ 
less adivasis Hus loo remains on paper 
despite the committee constituted under 
the act specifying the exact lands to he 
given »<■ landless adivasis The Forest 
Conservation Act, 1980 is blamed lor not 
providing the land to adivasis in this 
instance, as forest land should not be 
alienated tor non-lorcstry purposes under 
this act What is conveniently glossed 
over is that forest lands can he alienated 
with the poor permission of the ministry 
of environment and forest and the propos¬ 
als to alienate lands prior to 1980, wh^n 
the Forest Conservation Act came into 
effect, would be favouranly con.stdercd by 
the centre. Once again this points out the 
lack of will of the government, .seriously 
bringing into question the very ina-ntion 
tonow provide land to the landle.ss adivasis 
under the 1999 Act. 

To make the 1999 Act further attractive, 
the act also creates a fiind called ‘The STs 
Rehabilitation and Welfare Fund’ This is 
to provide funds for the adivasis as loan 
to be paid as compensation to the settlers 


Economic and Political Weekly May 29, 


wherever necessary as well as for con¬ 
struction of houses and other welfare 
measures. 

By enacting the law under ‘agricultural 
lands* which is a .state subject, the govern¬ 
ment need not refer the 1999 Act to the 
president of India The repeal of the 1975 
Act. which IS included in the ninth sched¬ 
ule, by this act is also questionable 
Morcovei, rules and regulations have to 
he framed to opeialionali.se this new act 
which, from pa.st experience, is going to 
take another long wail. Even if all these 
are carried out, there IS thequestion whether 
the government would finally implement 
even this new act. as it clearly lacks the 
will which was also pointed out by the 
high court earlier. Meanwhile, the legality 
of this new aet will also be questioned. 

All these pretensions would mean that 
restoration of alienated lands, or alternate 
lands as the cast' in.iy he. would continue 
to remain in the statute hook and the courts 
while the crisis of survival intensifies 
Kerala has by far the highe.st incidence of 
land alienation tiy adiva.sis amongst .stales 
in the country Feai of ethnocidc arevoiged 
on account of hunger deaths, deaths due 
to nialnutiition and di.seases. The inci¬ 
dence of mental illness is also high The 
phenomenon of the huge and nsing num¬ 
ber of ‘unwed mothers' amongst adivasi 
women in these belts foicing the govern¬ 
ment to launch DNA testing to identify 
the fathers, points to the horror that the.se 
communities lace as their mainstay - their 
home lands -ate invaded by others backed 
by the state apparatus 

Unlike otheis, adivasis have a special 
relationship and Je|x;ndcncc on land w hieh 
gives them the notion of tcrritonaiity Then 
existence as (.oinniunitics is possible only 
if their inalienable nght to their temtones 
IS acknowledgeil This is increasingly being 
acknowledged in international law and the 
UN which has even drafted a ‘Universal 
Declaration ol the Rights of Indigenous 
Peoples' 

The K.9T Ati, 1975 is part of a history 
of similar legislation elsew'here in the 
country, both during the pre-indcpeiidcnce 
as well as the post-independence period 
As eaily as 1879 the Bombay Piovinte 
Land Revenue Coile also prohibited trans¬ 
fer of land fioiii a tnbal to a non-tnbal 
without the pel mission of the distnet 
collectoi In 1“()1, in Gujarat, some 
measures ol protection were provided 
(when It toinicd part of the Bombay Pm- 
vince) by amenlmcnt of Section 73-A 
and 79-A m d'c Bombay Land Revenue 
Code. 1879 and a ban on transfer of land 
of tribes in those scheduled villages m 
which survey and settlement had not been 


introduced, wifoout pnth-' 
the collector. In Bihar, the Chhotanagpur 
Tenancy Act, 1908 prohibited transfer of 
lands by sale, etc, except with the sanctiem 
ofthe deputy commissioner In Karnataka, 
the Bombay Tenancy and Agricultural 
Lands Act, 1948 was made applicable in 
Bombay regionof Karnataka. The My.sore 
Land Revenue (Amendment) Rules. 1960 
were suitably amended and the Karnataka 
SCs and STs (I*iohibitiunof Ceitainl ands) 
Act, 1978 imposed restriction on alien¬ 
ation of lands allotted to SCs and STs 
without the permission ol the government 
The Santhal Pargana Tenancy (Supple¬ 
mentary Provisions) Act, 1949 and the 
Bihar Scheduled Areas Kcgulaiions, 1969 
also prohibit the alienation ol land ol the 
tnbals Thc.se regulations also provide for 
restoration ol alienated land to the tnbals 
or when converted for urban use. to give 
them equivalent lands The Rajasthan 
Tenancy Act, 1955 as amended in 1956 
prohibits such transferot lands In Madhya 
Pradesh, the MPLP Code. 1959 under 
.Section I65l6)and 168(1) prohibits alien¬ 
ation of land and remedy of restoration is 
piosided The Andhra Pradesh .Scheduled 
Areas Land Transtei Regulation, 1959 
and amendment of 1970 (Regulation 1/ 
70) provides lor restoration and restne- 
tion Simila) iy, the Onssa .Scheduled Areas 
(Tianslei of Immovable Property) Regu¬ 
lation and akso Onssa Land Reforms Act, 
1960 wcie made for the same purpose In 
Tripura, the Tnpura Land Revenue and 
Land Relorms Act. 1960 imposes similar 
restrictions In Assam, the As.sani Land 
and Revenue Regulation Act. 1964 was 
unacted In Himachal Pradesh, the IIP 
Tianster of Land (Regulation) Act. 1968 
was made In Manipur, the Manipur Land 
Relorms and Land Revenue Act. 1970 
was made The Maharashtia {.and Rev¬ 
enue Code and Tenancy I.aws (Amend¬ 
ment) Act, 1974 and the Maharashtra 
(Re.storation ot Lands l« Sc heduledTnbcs) 
Act, 1974 (and second amendment 111 1976) 
also pnmibit alienation and ensute resto¬ 
ration oi alu nated lands to the tubes In 
■Sikkim, which became an Indian state 
onlv m 1974, the Sikkim Revenue Older, 
1977 and the .Sikkini Agricultural Land 
Ceiling and Rclonns Act, 1977 was cn- 
lorced. 

A niimbci ol these legislations, as the 
Chhotanagpur Tenancy Act. 1908. the 
Santhal Pargana Tenancy (Supplementary 
Provisions) Acl, 1940, the Mahaia.shtra 
(Resluiatumot L.mds to .Scheduled robes) 
Act. 1974 (and second .unendi.ient in 
19761. the Himachal Pradesh Transfer of 
land (Rcgutalion) Act, 1968. the 
Karnataka .SCs and STs (proliii ilion ot 
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<. rniun L.8nus) Aci, ly/Kandtbe Andhn 
Pradesh Scheduled Areas Lands Transfo’ 
Regulation, 19S9 and its amendment of 
1970, were included in the Ninth Schedule 
of the Constitution to prevent them being 
challenged in any court of law. Similarly, 
the KST Act, 1975 wa.s also insened in 
the Ninth Schedule. 

The KST Act. 1975 also flowed direiTtly 
from Clause {!> of Article 244 in Part X 
oi the Constitution titled ‘The Scheduled 
Areas and Tribal Areas’ The pi ovisions 
under Schedule V of this clause is not only 
applicable to the administration and con¬ 
trol of areas notifled by the president of 
India as ‘scheduled areas’ but al.so to those 
notified as ‘scheduled tnbes in any state' 

CoN.sinriK)NM Oblkiaiion.s 

The KST Act. I97.i and other similar 
acts mentioned above are the direct result 
of constitutional obligations. The Consti¬ 
tution demands that legislative oi execu¬ 
tive measures for the ^construction of the 
unequal social order by com'ctivc and 
distributive justice thmugh the rule of law. 
The fundamental nghls and the directive 
pnnciples ore the means to achieve the 
above object of democratic siKialism The 
word ‘socialist* used in the Preamble must 
be read from the goals in Articles 14, IS, 
16, 17, 21. 2X 38, .39. 46 and all other 
cognate articles We must seek to reduce 
inequalities in income and status and to 
provide equality of opportunity and facili¬ 
ties Pragmatic, broad and wide inter¬ 
pretation of the Constitution makes social 
and economic demociacy with liberty, 
equality of opportunity, equality of status 
and fraternity a leality to 'we, the people 
of India’ who include the Si's All state 
actions should he to reach ihc goal of 
establishing a socialist, scculai. demo¬ 
cratic republic under the rule of ihc law 

Article 46 mandates the states to pni- 
mote, with special cate, the educational 
and economic interests of the weaker 
sections of the people, and m particular, 
of the SCs and STs, and protect them from 
injustice and all forms ot exploitation 
This article embodies the concept of ‘dis¬ 
tributive justice ‘ which connotes the re¬ 
moval ol economic inequalities and recti¬ 
fying the injustice resulting fiom dealings 
or transactions between uncquals in 
society. It means that those who have been 
depnved of their pnipertics by uncons¬ 
cionable bargaining should be restored hi 
their property Bv taking recouise to this 
article, the law invalidating minsfers of 
land belonging to a member of STs and 
rcstoiation of .such land to the original 
owner was held constmitinnally valid 
.Similarly, when Article 39(b) of the 


C^nstiration enjoins iqxm the state to frame 
its policy lowanls securing that tlw own- 
ershipandcontro! ofthe material re.sources 
of the community are so distributed as best 
to serve the common good, what it con¬ 
notes IS a duty of the state for building 
a welfare state and an egalitanan soaal 
order. The object is that the ba.sic needs 
of the common man must be fulfilled and 
that the state should endeavour to change 
the structure of the society. ’There cannot 
be any dispute that the neglected tnbals 
do not get equal opportunity with iheir 
counterparts in other developed parts of 
the state and the state shouldbe empowered 
to make laws for protecuon of tnt»i$ trom 
being exploited by the non-tnbals. The 
state should take all cffeciive steps lo 
eradicate inequalities. ’This is also to make 
socto economic Justice, assured in the 
Preamble and Articles 38, 39 and 46, a 
reality lo the tnbals. 

Moreover, the legislative power ot the 
state under Article 245 is subject to Sched¬ 
ule V In other words, as the scheduled 
tribes come under the purview of Sched¬ 
ule V. K IS constilutionaily obligatory on 
the part of the state government that the 
.state legislation docs not violate the ob¬ 
jects of .Schedule V and that state legis¬ 
lation IS required to be enacted to fulfil 
the objects of the Schedule V. The KST 
Act, 1975 therefore is in partial fulfilment 
ol the requirements of Schedule V as 
applicable to the STs of Kerala. 

The con.stitutional scheme embodied in 
Article 15(4) and Aiticle 46 as well as the 
power conferred upon the governor of the 
state uikler Schedule V are intended to 
prc.scrvc and protect the interests of the 
tnbals. Considering the past experience 
and the exploitation of the tribals' igno¬ 
rance by the non-tnhals, it became im¬ 
perative by statutory salcguards to pre¬ 
serve the land which is their natural en¬ 
dowment and mainstay for their economic 
cnipoweiment Tlic Schedules V and VI 
constitute an integral scheme ol the Con¬ 
stitution with direction, philosophy and 
anxiety to pnitect the tribals from exploi¬ 
tation am' to preserve valuable endow¬ 
ment of their land for their economic 
empowerment, to elongate .social and 
economic dcmiKracy with liberty, equal¬ 
ity, fraternity and dignity of their person 
Tlie predominant object of para 5(2) of 
Schedule V of theConstitution is to impose 
total prohibition of transfer of immovable 
property to any person other than to a tribe, 
for peace and proven good management 
of a tribal area and to protect possc.ssioti. 
right, title and interests of the STs held 
m the land at one lime by the tribals 

In addition to the applicability of Sched- 


ute V to the STs. through the formation 
of scheduled area, the object is also to 
preservetribalautraiomy.tbeir culture and 
economic empowerment to ensure social, 
economic and political justice for the 
presnvation of peace and good goveni- 
ment in the scheduled area The notifica¬ 
tion of certain tnbai dominated areas as 
'.scheduled area’ by presidential order 
enables the governor of the respective 
state to hold and use immense power to 
ensure peace and good governance. Sched¬ 
uled areas have been notifled in the states 
of Himachal Pradesh, Bihar. Orissa, 
Andhra Pradesh, Madhya Pradesh, 
Maharashtra, Rajasthan and Gujarat. 
Howevei, the tnbai areas of Kerala as also 
in the .states oi Tamil Nadu, Karnataka and 
West Bengal are yet to be scheduled despite 
inciea.sing demands lor the same. The 
flourishing plantation economy that was 
establLshed dunng British times by Bntish 
companies and by Indian big biLSincss in 
these areas seems to be the obvious reason 
for the denial of the scheduled area pro¬ 
vision for the adivasi areas in these .states. 
.Scheduling tnbai areas would in offcc'i 
have prevented or possibly slowed down 
the luthlcss expansion of the.se pnvate 
e.states infamous tor their tend giab. 
Nevertheless, under Schedule V, the 
government of Kerala is obliged to enact 
such IcgLsIations as the KST Act, 1975 
even when a scheduled area is not notified. 

It IS settled in law that the transfer of 
immovable projieny between a member 
of the ST and a non-ST member in the 
scheduled area in states where protective 
land legislation exists is null and void. The 
noii-tribai transferee acquires no nght, title 
and interest in that behalf in furtherance 
of such sale. The Supreme Court in 
Machegowda vs state ot Karnataka 
(<1984>3 see .301) had declared such 
sales to be voidable InLingappaPochanna 
Appelwar vs state of Maharashtra 
«1985>1 sec 479), the Supreme Court 
upheld the constitutionality of similar 
provisions of the Maharashtra Restoratiem 
of Lands to STs Act, 1974. In Rami Reddy 
vs state of Andhra Piadesh (< 1988>3 SCC 
433:1988 Supp (I) SCR443) the Supreme 
Court upheld the con.stitutianal valiAty of 
the aims of the regulation to restore the 
lands to the tribals which originally be¬ 
longed to them but pa,Hsed into the hands 
of non-tribais. It would be unjust, unfair 
and highly unrea.sonabie. merely to tree/e 
the situation, instead of reversing the 
injustice and restoring the status quo ante. 

Though the restoration causes hardships 
to the non-tribals, it equally alleviates 
hardships of the tribals. The non-tribals 
could reasonably be expected to disclose 
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dieir titles to the piDperties. The tribsis, 
due R> handicaps andignoranceofini'dem 
law, are unable to prove dieir ri^t to the 
land. The burden to prove the title to the 
land therefore is shifted to the non-tiibals. 
The revenue minister is solely, legally and 
^ morally responsible for actions and 
inaction, duties performed and policy laid 
down. Therefore, he is indictable for his 
conduct. 

Historical Overview 

Before the colonisation of the country 
by the British, the adivasis were self- 
governing ‘first natioas’. Though some of 
the adivasi regions were part of various 
kingdoms, the rule of the realm was 
notional and did not extend to these re¬ 
gions which had their own chiefs and 
politico-administrative system. The 
adivasis always resisted any imposition of 
any alien rule The British colonial rule 
systematically attacked the self-sufHcient 
and self-governing autonomous adivasi 
societies by bringing adivasi homelands 
under their control legitimised by legis¬ 
lations as the forest laws. The persistent 
revolts, the inability to bring the adivasis 
under actual subjugation and control, 
inho.spitablc terrain, lack of established 
economic interest and immediate economic 
potential compelled the British to enact 
.special legislations that made autonomous 
governance possible in those areas and 
also bought peace. 

The .suted aim of government policy 
was to protect the trihals from the twin 
dangers of land alienation and inddited- 
ness At first individual laws were en¬ 
acted, applicable to particular areas with 
simple and elastic judicial and adminis¬ 
trative procedures The Scheduled Dis- 
incts Act, 1874 appears to be the fust 
I mea.sure adopted to deal with these areas 
as a class. Tlie ‘scheduled districts‘ de¬ 
fined in the 1874 Act were treated as 
excluded and partially excluded areas The 
administration was exclusively vested in 
the governor of the province with the 
powers to exclude these areas from the 
normal opertiion of ordinary law and give 
them such protection as th^ may need. 

The Montague and Chelmsford Report. 
1918 contained a brief reference to these 
areas suggesting that the political lefwms 
contemplated for the rest of India could 
not apply to these backward areas where 
the people were primitive and ‘there was 
no material on ^ich to found political 
institutions’ and excluded them from the 
jurisdiction of the leformed provincial 
> governments. The administration was 
entrusted to the governors of the prov¬ 
inces. 


The government of latHa Act, 1919 
divided the area into two categories - 
‘wholly excluded and partially excluded 
areas from the scope of ief«m’. In the 
former only the centre, and in the latter, 
the governor and the governor general-in- 
council jointly had the responsibility. The 
Simon Commission Report in 1930 indi¬ 
cated that these tribal areas coveted 
1.20,000 sq miles with a populaticm of 
about 11 million located mostly in Bihar, 
Onssa. Andhra Pi ade.sh, Madhya Pradesh, 
Bengal and Assam The report is worth 
extracting here. “There were two dangers 
to which subjection to normal laws would 
have specially exposed these peoples, and 
both arose out of the fact that they were 
primitive people, simple, unsophisticated 
and frequently improvident. There was a 
risk of their agncultural land passing to 
the more civilised section of the popula¬ 
tion, and the occupation of the tiibals wa.s, 
for the most part, agricultural and. sec¬ 
ondly, they were likely to get into the 
‘wiles of the moneylenders’. The primary 
aim of the goveniment policy then was to 
protect them from these two dangers and 
preserve their tribal customs and this was 
achieved by proscribing special proce¬ 
dures applicable to these backward areas”. 
The report felt that these backward tracts 
was a (teficit area and no provincial leg¬ 
islature was likely to possess either the 
will or the means to devote special atten¬ 
tion to its particular requirements. Hence, 
it recommended that responsibility should 
be entrusted lo the centre through the 
governors But this centrahsation was not 
carried out in the Government of India 
Act, 193Swhichdealtwithexcluded(about 
18,600 sq miles in Assam) and partially 
excluded areas ^ 10,000 sq miles in the rest 
of India) as per the 1936 order issued 
under Section 91 ot the Government of 
India Act. m5 

The Government of India (Adoption of 
Indian Laws) Order, 1937 repealed the 
1874 Act and brought excluded and par¬ 
tially excluded areas directly under the 
governance of the governor of the prov- 
inceintheGovemmentoflndiaAct, 1935. 
The Cabinet Mi.<>sion‘s stetement of May 
16, 1946 mentioned excluded, partially 
excluded and tnbal areas as requiring the 
special attention of the constituent assem¬ 
bly. The advisory committee on funda¬ 
mental nghts and minonties set up by the 
constituent a.sscmbly at its me^ng on 
February 27.1947set up3subcommittees 
- one to consider the tribal, excluded and 
partially excluded areas in Assam, one to 
consider the tnbal areas of North-Western 
Frontier Province and Baluchistan and the 
third to consider the position of excluded 


and partially excluded areas in provinces 
other than Assam. This third Commitme 
submitted its intenm report on August 18, 
1947 and final report in September of the 
same year 

The joint meeting of the first and third 
committees in August 1947 summed up 
the problems though colonial and paternal¬ 
istic in their approach thus “The areas 
inhabited by the tribes, whether in Assam 
orelsewhere. are dil ticult of access, hi ghly 
malanal and infested also in some cases 
by other di.seases like yaws and venereal 
disease and lacking in such civilising 
facilities as roads, schools, dispensaries 
and water supply. The tribes themselves 
are, for the most part, extremely simple 
people who can be and are exploited with 
ease by the plainsfolk, re.sulting in the 
passage of land formerly cultivated by 
them to moneylenders and the erstwhile * 
non-agriculturists. While a good number 
of superstitions and even harmful prai.- 
tices arc prevalent among them, ihe tnbes 
have their own customs and way ot life 
with Institutions like tnbal and village 
panchayats and councils which ate very 
effective in smoothing village administra¬ 
tion. The sudden disruption of the tnbal 
customs and ways by exposure to (he 
impact of a more complicated and sophrs- 
ticated manner ot life is capable ot doing 
great harm. Considering past experience 
and strong temptation to take advantage 
of the tribals' simplicity and weaknesses. 
It IS essential to provide statutory safe¬ 
guards tor the protection of the land which 
IS the mainstay of the abonginals eco¬ 
nomic life and for his customs and insti¬ 
tutions which, apart from being his own, 
contain elements of value ” 

The subcommittee also found that the 
admini.slrativedistinction should he main¬ 
tained to protect them from being reduced 
to a state of virtual serfdom and that the 
areas predominantly inhabited by tnbal 
people should be known as 'scheJuled 
area.s' (the intention being that these areas 
should figure in a schedule to a notifica¬ 
tion) and special administrative arrange¬ 
ments made in rcgaid to them At the same 
time, the responsibility tor the betterment 
and welfare should be with the provincial 
govcmmcnl (the state), the ultimate res¬ 
ponsibility should be with thecentre With 
regard to land, Ihe report of the subcom¬ 
mittee said. “The importance of protection 
for the lands of the tnbals had been 
emphasised earlier All tenancy legisla¬ 
tion which has been passed hitherto with 
a view to protecting the aboriginal ha.s 
tended to prohibit the alienation of tnbals 
land to non-tnbals Alienation of any kind, 
even to other tnbals, may have to he 
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prohibited or severely restricted accord¬ 
ing to the difFerent stages of advancement 
We find however, that provincial govern¬ 
ments are generally alive to this question 
and that protective laws exist. We assume 
that these will continue to apply and as 
we have made special provision to see that 
land laws are not altered to the disadvan¬ 
tage of the trihals m future, we do not 
consider additional restnetion necessary 
(emphasis added). As regards (he allot¬ 
ment of new land for cultivation or resi¬ 
dence, however, we are ot the view that 
the interests of the tnbals need to be 
safeguarded in view ot the increasing 
pressure on land everywhere We have 
provided accordingly that the allotment of 
vacant land belonging to the state in 
scheduled areas should be made except in 
accordance with special regulations made 
by the government on the advice of the 
Tribal Advisory Council.” 

The lecommendations of the two sub¬ 
committees were not consictered by the 
constituent as.scmbly in its session in July 
1947, when the broad principles of the 
constituuon were settled since, as explained 
by Ambedkar, they were received too late, 
liie dralting committee however, consid¬ 
ered these proposals at the .stage of draft¬ 
ing and .suitable pnivisions were included 
in the draft constitution of February 1948 
in which it was indicated that the transfer 
of land in scheduled area from tribal to 
non-tnbals was forbidden and the state 
government was also prohibited from 
allotting the state lands in the .scheduled 
area except in accordance with the rules 
which may be made by the governor after 
consulting the Tribal Advisory Council. 

The Tribal Advisor>' Council (TAC), ot 
which three-fourths were to he the elected 
representatives of the STs in the legisla¬ 
tive assembly, was a body recommended 
to advise, both the provincial (slate) 
government and the governor, on the needs 
of tnbals of that province in reganl to (he 
laws affecting social matters, cKcupation 
of land including tenancy laws and setting 
apan of land for village purposes and 
village management, including the estab¬ 
lishment of village panchayats. It was 
obligatory for the governor to act on the 
advice of the Tnhal Advisory Council 
with regard to the applicability of laws. 

The joint report on partially excluded 
areas other than in Assam and North-East 
Frontier of August 2.‘>, 1947 stated that 
"we are of the view that the interests of 
the tnbals need to be safeguarded in view 
of increasing pressure on land everywhere 
We have proceeded accordingly that the 
allocation of vacan' land belonging to the 
.state in scheduled area should not be made 


except in accordance with special regu¬ 
lation made by the government on the 
advice of the Tribal Advisory Council.” 
It would therefore be seen that before the 
draft constitution became paramoum law 
and Schedule V as its integral part, the 
members of the constituent assembly 
deliberated to protect land, the precious 
asset to the tribals, for their economic 
empowerment, economic Justice, social 
status and dignity of their person by re¬ 
tention of the land with the tribals, not 
only belonging to them hut also allotment 
of government land (emphasis added). The 
proposal of allotment of government land 
to the non-tribals. though was initially 
propo.sed. but was ultimately dropped. 

After restructuring Schedule V, as pres¬ 
ently found, the specific provision in the 
draft report to allot land to non-tribals was 
omitted which was accepted by the mem¬ 
bers of the constituent assembly without 
any demur or discussion. It would there¬ 
fore be clear from the debates in the 
constituent as.sembly that various drafts 
were placed before K. Suggestions, and 
ultimate approval of Schedule V, would 
manifest the decision oi the founding 
lathers that land in the scheduled areas 
covered by the Schedule V requires to be 
preserved by prohibiting tran.sfers between 
tnbals and non-tribals and providing foi 
allotment of land to members of STs tn 
such area. The important provision to be 
noticed in the draft Schedule V prepared 
by the drafting committee is that a total 
ban was placed on the transfer of lands 
by a member of ST to a non-tnbal and that 
no government land in a scheduled area 
could be allotted to a non-tnbal except in 
accordance with the rules made by the 
government after consulting the TAC in 
respect of .states of Madras, Bombay, West 
Bengal, Bihar. (Ih: Central Provinces, Berar 
and Onssa. 

In October 1948 the drafting committee 
recasted the provisions in the draft. Before 
Schedule V was adopted by the constitu¬ 
ent assembly, there were debates on every 
clause For example, Brijeeshwar Prasad 
sugge.sted. “I want, sir, that no land in the 
scheduled areas belonging to adivasi 
should be allowed to be sold or mortgaged 
even ro tribal without the permission of 
the deputy commissioner. I am not in 
favour of dispossessing those non-tribals 
who have got lands or property in the 
scheduled areas, but no ftir^er lands should 
be given to non-tnbals.” Jadubans Sahay 
forcefully argued that “lands should not 
be settled to anyone except the tribal 
people”. 

In the constituent a.ssembly, when draft 
Schedule V was considered, the members 


were conscious of the fhet that the special 
privileges and special status eqjoy^ by 
the tribds should not be disturbed by 
allowing non-tribals to enter into that area. 
Chapter VI. Part X of the Constitution 
deals with ‘Scheduled Tribes and Tribal 
Areas’. Article 244 provides that the 
provisions of Schedule V shall qiply to 
die administration and control of sched¬ 
uled areas and scheduled tribes in any state 
other than the states of Assam, Meghalaya, 
Tnpura and Mizoram. Special duty has 
been entrusted to the governor of each 
state having scheduled area to report to 
the president on the admimstration of 
scheduled area. The governor of each state 
having scheduled areas dull give direc¬ 
tions to the state as to the administration 
of the said area. Para S (2) provides that 
the governor may make regulaUons for the 
peace and good government of scheduled 
area under Clause (a) to prohibit or restrict 
the transfer of land by or among members 
of the STs and under clause (b) to regulate 
the allotment of land to members of “STs 
in such area. 

In the Constitution, the expression 
‘.scheduled area' has been defined to mean 
such area as the president may by order 
declare to be scheduled areas. Clause (2) 
of para 6 provides that the president may 
at any time (a) direct that the whole or any 
specified part of the scheduled area shall 
cease to be a scheduled area or a part of 
.such an area: (b) increase the area of anv 
.scheduled area in a state, after consulta¬ 
tion with the governor of that state, (c) 
alter, but only by way of rectification of 
boundaries in any scheduled area; (d) on 
any alteration of the boundanes of the 
state or on admission into a union or the 
establishment of a new state, declare any 
territory not previously included in any 
state to be or to form part of a scheduled 
area; and (e) rescind, in relation to any 
sute or states, any older or orders made 
and in consultation with the governor of 
the states concerned, make fresh orders 
refining the areas which are to be sched¬ 
uled areas. 

The president of India issued the Sched¬ 
uled ^Bs (Part ‘A’ Stales) Order, 1950 
declanng specified areas to be scheduled 
areas within the states speciliedinPait *A’ 
ofthe First Schedule (The States and Union 
Territories) to the Constitution Of India 
Subsequently, the president issued the 
Scheduled Areas (iW B States) Order, 
1950, the Scheduled Areas (Himachal 
Pradesh) Order, 1975 and the Scheduled 
Areas (States of Bihar, Gujarat, Madhya 
Pradesh and Orissa) Order, 1977. 

The above legislative history indicate-s 
that from the lOthcentury.scheduledarea: 
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iitfiabited by (he tribals have been exclu> 
lively under the control of the central 
government through the governor of the 
state by providing special statutory mea¬ 
sures. It is envious that from the earliest 
ttim Qll the making of the Comtitution, 
ft was ail along felt that the transfer of land 
in tte scheduled areas by a tribal to a non- 
tribal be totally prohibited and if such a 
transfer was made, it was to be treated as 
null and void. Government land in the 
scheduled areas could also not be allotted 
to them but only under the regulations 
made by the governor. The basic concept 
was that the land of the STs should 
protected and should neither be frittered 
away by transfer nor any non-tribal be 
allowed to infiltrate into the scheduled 
area by getting allotment of land made in 
his favour. In case of transfer of land 
which was void, the power to restore land 
to a tribal or his heirs after evicting the 
iion-tnbal was also vested in the govrni- 
ment. 

Article 40 of the Constitution states that 
the state shall take steps to organise village 
panchayats and endow them with such 
powers and authonty as may be necessary 
to enable them to function as units of self- 
governance. Alter a long wait of 42 years 
the Constitution was amended throu^ the 
73rd and 74th Amendments regarding 
panchayats end municipalities respec¬ 
tively These amendments had the clear 
injunctions to exclude the Schedules V 
and VI areas besides the states of Nagaland, 
Meghalaya and Mizoram, the hill areas of 
Manipur and the GorkhalfillCouncil Area, 
ior which the parliament was to make 
separate enactments. In 1994, the govern¬ 
ment appointed a 22 member committee 
In recommend guirtelines for the law to 
extend the panchayat raj to Schedule V 
areas Thecomimtteesubmittedtheirreport 
in 1995. Finally, after a long delay, the 
Provisions of the Panchayats (Extension 
to the Scheduled Areas) Bill, 1996 was 
enacted becoming law on December 24, 
1996. 

Section 4(d) of this act provides that 
“not withstanding anything contained 
under Pan DC of the Constitutirm. every 
gram sabha shall be competent to safe¬ 
guard and preserve...community re¬ 
sources” and under Clause m (iii), the 
power to prevent alienation of land in the 
scheduled areas and to take appropriate 
action to restore any unlawful aJienation 
of land of a mendier of ST. This provision 
makes a significant departure in that 
the power regarding prevention of alien¬ 
ation of lands and restoration of illegally 
alienated lands is vested in the gram 
sabha. 
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Perpetuatino Injustice 

From the Kerala experimKe, it is clear 
that the rights of STs enshrined in die 
Constitution have been consistently vio¬ 
lated by the coalition govemnmnts that 
have ruled the state, despite specific acts 
as the KST Act of I97S, by avoiding their 
implementation under one pretext or 
another. It must also be clear that any 
amendments to existing legisluions or 
newer iegislatioas will also not mean 
anything as there is the lack of will by 
governments to implement them. Besides, 
the short-term and vested interests that 
embedded in the body politic and the 
parliamentary political system, will not 
permit the protection of the STs, who 
constitute just about 1 per cent of the 
population of the state. The tribal areas 
provide immense natural wealth and fer¬ 
tile lands for cash crops and plantations. 
Some of these areas, once an adivasi 
majority area, have now bemi reduced to 
an adivasi minonly area: for example in 
Attapadi, wheie the 63 per cent adivasis 
in 1961 have been redu^ to just 30 per 
cent in 1991 by the state induced and 
supported trans-migration policies. The 
absence of the militant naxalite movement 
as in the seventies also means that these 
adivasi aieas arc no longer politically 
'dangerous' requinng appeasement of tlw 
adtvasis. Only the desperate but spirited 
struggles by the adivasis organist^ at a 
local level and ot course, also the 'sym¬ 
pathy’ of vast non-tnbal sections of the 
population hold out hope. 

The lessons from Kerala are that: (1) 
The present arrangement for protection of 
the interests oi adivasis in the state has 
clearly failed in carrying out its respon¬ 
sibility meaningfully; (2) nor does the 
present arrangement in the state have the 
inherent capacity to carry out its consti¬ 
tutional obligations, (3) the judicial re¬ 
sponse is inadequate; and (4) paternalism 
and sympathy for the plight of adivasis, 
including their land problem, pretended or 
genuine, are insufficient by themselves to 
provide the necessary impetus or the will 
to implement the acts that protect the 
adivasis. 

It thereby means that constitutionally 
the current arrangement in Kerala has 
failed. And the only other constitutional 
ttrangemsnt that is available is tiie arrangc- 
menf of declaring adivasi majority areas 
as 'Scheduled Area’ under Schedule V. 
The provision' for the Panchayat Raj 
(Extension to Scheduled Areas) Act, 19% 
then becomc.s automatically applicable to 
the area which also provides for the in¬ 
corporation of Schedule VI in it. Adivasi 
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majmity areas (beginning with the level 
of hamlets) can be declared as ’Scheduled 
Area' by the president with the state 
government and Uie governor being po¬ 
litically forced to accept this demand. 
Besides, the Bhuria Committee set up by 
the central government, which made 
recommendations lor provisions for the 
extension of panchayat raj. states in 7(2): 
"The process of scheduling was com¬ 
menced in the fifties and was resumed in 
the sevenues as a part of making the tribal 
sub-piwi and scheduled areas cn-termi- 
nus. But somehow it has remained incom¬ 
plete. It is necessary that the remaining 
tribal sub-plan and MADA areas as well 
as similar pockets in West Bengal, Tamil 
Nadu, Kerala and Karnataka should be 
covered by scheduled areas notification.” 
And in 21 (3) It says: “Many of the present- 
day admuustrative boundaries were deter¬ 
mined dunng colonial times based op 
colonial compulsions. .By and large, the 
earlier boundaries have stayed, with the 
re.sulting .situation that tnbal people are 
located, be it slate, district or block, 
marginalising them in every way and frag¬ 
menting larger communities and areas, 
states .should consider, say within a period 
of two yeacs, reorganisation of the bound- 
anes based on ethnic, demographic and 
geographic considerations.” 

In this new scheme of the Constitution, 
the onus of implementing the restriction 
on transfer of lands and restoration of 
illegally alienated lands is shifted from the 
state/distnet bureaucracy to the gram 
sabhas and structures above it which are 
subject to the local needs, realities, com¬ 
pulsions and sense of justice. Constitu- 
Uonally, therefore, the adivasis ot Kerala 
have not much u.sc of legislaiions as the 
1975 Act or the 1999 Act that pretend lo 
rectify some part of the injustice histori¬ 
cally perpetrated on them wiUioui the aid 
of the 'Scheduled Aren' provisions lo go 
by. This remains the only constitutional 
option available for ensuring that the 
legislations serve the interests of adivasis 
and that they are implemented tor ensur¬ 
ing the very survival of adivasis as com¬ 
munities in the future This, of coutse, has 
to be politically forced 
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REVIEWS 


Universities in Colonial India 

Vasudha Dalmia 

Knowledge, Power and Pcditics: Educational Institutions in India edited 
Mushirul Hasan, Roll Books. Delhi, 1998; pp 463, Rs 495. 


MtlSHIRHL HASAN haseditedathought- 
provoking volume ol 12 essay.'! which 
trace the history of the forcmo.st educa¬ 
tional institutions in India li we do not 
count the oldci institutional forms ofDeihi 
College, which go hack to the IKth century, 
the foundational dates of all 12 institu¬ 
tions discus.sed fall in the colonial period 
Hie earliest is Hindu (later Presidency) 
College founded in 1817 in Calcutta and 
the last. Janiia Milta Islamia, inspired by 
Gandhi at the height of the Khilafat 
movement and founded in 1920in Aligarh. 
Their history, however, is followed into 
the most immediate present 

The advent of colonial rule could do no 
other than make for a radical break with 
the pa.st. also in matters educational. There 
could be no going back to old institutions 
and pedagogics, not only because they 
were violently displaced or even dnven 
out. hut because no sustained ellort was 
made, for reasons that still remain to be 
investigated in any depth, to modify or 
evolve them to meet the challenges of the 
warped modernisation that colonisation 
brought with itself. Institutions founded 
by the Bi itish to maintain traditional forms 
of learning, such as the Calcutta Madrasa, 
founded in 1781 and the Sanskrit College 
in Banaras in 1790, based as they were 
on the mo.st ba.sic misunderstandings about 
pedagogy and the use of traditional know¬ 
ledge. disintegrated foi various rea.suns 
I have written about the Sanskrit College 
elsewhere [Dalmia 1996] There was. of 
course, also the shnnkage of patmnage of 
oriental learning brought about by 
Macaulay's minute on education in 1835. 

What were the effects of the new team¬ 
ing? PramixIcya AnantaToer 1988) in the 
House of Glass, the fourth volume of his 
Bum quartet, describes the products of the 
ELS schools of the Netherlands Indies, 
created primarily to serve the needs of the 
Dutch and the handful of natives who 
could afford to send their children there. 
"ELS students who did not get otticial 
jobs could become a source of trouble for 
the government They knew some geo¬ 
graphy, which was not taught at the school 
for natives. Tli<'y knew aNiut the world 


and the world's peoples, and about what 
products the different nations of die world 
produced. They knew what was the same 
and what was different between the. 
peoples. They were a product of Europe. 
They rose far above their fellow country¬ 
men, and could, of course, become the 
eyes of their people” (p 5) 

This education wasnotprimanly for the 
benefit of the native.s. ‘The buildings must 
meet health regulations for European 
children, and the children must wear 
European clothes and shoes and speak in 
Dutch” (p 4). The patterns worked out in 
the metropolis were to be reproduced in 
the colonics We have only just begun to 
explore what colonial education, in such 
measure as it was made available, did to 
and for the colonised, though it is quite 
clear that it did ultimately become a source 
of trouble for the government The know¬ 
ledge of ‘geography’ led to new concepts 
of territory, to painful awareness of the 
drainage of wealth, of natural resources 
Colonial educational institutions aiuld and 
did often end up becoming breeding 
gmunds for nationalism. 

The essays in the volume arc arranged 
and grouped according to their location 
and begin, appropriately enough, with 
Punjab, the westernmost comer of the 
country, to end in the deep south How¬ 
ever, in reviewing them here, I should like 
to recur to the chronology of their begin¬ 
nings. for a certain institutional pattern 
does emerge if we look at the foundational 
dales of the schools, colleges and univer¬ 
sities discussed here. The sheer prestige 
of western learning made for the institu¬ 
tion of the Calcutta Hindu College in 1817 
and of the Elphinstone College in Bombay 
in 1827, established by the joint efforts 
of lead’ ig natives and enlightened colo¬ 
nial officials. 

The cs.say on the Presidency College 
authored jointly by Benjamin Zachanah. 

S R Chakraborti and Rajat Kanta Ray is 
by far the longest in the hook. It docu¬ 
ments the hi.stoiy of the college but its tone 
IS uncritical The Deiozio era is quickly 
passed by. We arc offered intere.sting tidbits 
of information. Initially, Hindu College 


scholars had to team two languages, of 
which English was compulsory. The 
second could be selected ftora Bengali, 
Sansknt and Persian, but (he teaching of 
the last two was discontinued in 1841. In 
1854, the college came under government 
control In 1874, when the college shifted 
to the present campus, of the 19 staff 
members. 15 were Europeans, the odier 
four being Hindus, thoughintheold Himfai 
College days, half the staff was Indian. 
Though Bengali was removed fitom the 
syllabus in 1865, many of the former 
college students did go on to produce 
ncnable hterature in Bengali. There was 
naxalitc student militancy from 1967 to 
1977 Es.sentially, the essay is concerned 
with recounting the achievements, which 
were considerable, of college members, 
alumni and faculty, in vancHis fields. 

The essay on Elphinstone College, 
subtitled ‘A Case Study in 19th Centuiy 
English Education’ by Naheed F Ahmad, 
obviously the result of intensive archival 
work, restricts itself to the 19th centuiy. 
It is a well rounded account which offers 
careful sociological analysis and evenly 
balanced judgment To recount .some of 
the data offered' the English wanted to 
encourage the brahmins to avail of this 
education, but. as Ahmad points out, in 
the period between 1827 to 1842 there 
were 71 prabhus out of a total of 161 
students, followed by 28 Parsis. 16 
brahmins and 12 saraswat brahmins. The 
college only became acceptable to the rich 
in Bombay after 1857, when it became 
clear that the Bntish were there to stay for 
a while at least. The figures thereafter 
indicate that an increasing number of sons 
of landowners and persons of prc^ierty t 
Joined the college and after (867, the 
brahmins were the single hugest caste 
represented in the college. Though Oxford 
and Cambridge men were favoured as 
teachers, the professors were not part of 
the colonial bureaucracy. Their position 
was not prestigious enough to make them 
eligible for inclusion in the highest ranks, 
and they were too cultivated to fit into the 
lower.'They belonged, rather, to a frac¬ 
tured world and had a great measure of 
understanding and even sympathy for their 
Indian students from whose ranks the great 
social reformers, writers and activists of the 
19th centuiy Bombay presidency emerged. 
In none of these institutions was there any 
systematic cultivation of orioital learning 
In the period before the mutiny, how- < 
ever, some coexistence, if not synthesis, ' 
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however inadvertoit, of oriental and 
ocddenud learning was possible. The Delhi 
College founded in XWlMS had initially 
been conceived as a traditional madrasa. 
After 1829, some endowments were used 
to set up an Anglo-vernacular section, 
^ which was further strengthened by the 
developments in Calcutta subsequent to 
183S. However, though there were sepa¬ 
rate faculties foreastem and western learn¬ 
ing, both were under the same principal 
and this did make for their joint cultiva¬ 
tion. Urdu was the medium of instniction 
in all subjects, even at the higher stages. 
Occidental works, scientific and philo¬ 
sophic were translated into Urdu, an 
almost revolutionary umtertaking, which 
was taking place in some measure in the 
Benares Sanskrit College as well in the 
1830s and 1840s the Delhi College was 
(o become the centre of a rich literary and 
scientific culture The college was pre¬ 
cocious in Its intellectual output, culturally 
exuberant, but politically volatile from the 
point of view of the Bntish. After I8S7. 
It was practically disbanded, to be put 
together in vanous forms and localities 
evei after. There was no official effort to 
set forth educational efforts of this kind 
Its illustrious history, barely sketchabie 
within the short essay in the volume by 
Nina Ltey Gupta is presently being wntten 
by Gail Minaultof the University of Austin, 
Texas 

The Patna College founded in 1864 and 
St Stephens in Delhi in 1881 pretended 
to do no other than reproduce in the image 
ol the metropolitan models. The essay on 
the first by Sujit Mukheijee is eminently 
readable, the only literary piece in the 
volume. The longer essay on St Stephens 
College by David Baker is an exercise 
111 nostalgia, as presaged also by the 
subtitle ‘An Alexandria on the Banks of 
the Jumna*. 

The Muslim Aligarh Oriental College 
founded by Syed Ahmad Khan in 1886. 
could also be regarded as being essentially 
cost in the progressive western mould. The 
essay on the college, later university, has 
been written by Hasan himself It is one 
of the best m the volume since it has a 
clear focus and tune frame. It documents, 
with the help of archival material from the 
Sir Syed Archives at Aligarh and the 
Shamsul Hasan collection in Karachi, “how 
and why the Pakistan idea caught the 
imagination of the people who were far 
removed ftom the mutual bickenng at the 
national scene” (p 190). Hasan documents 
how the radical socialist and nationalist 
thinking ot the i92fls and 1930s was 
suppressed and marginalised by the grow¬ 
ing hold of the Muslim League on the 


faculty and “the Aligaili boys' adolescent 
pride in their institutional identity was 
easily and temporarily merged witii the 
League’s politically oiiented search for a 
collective identity” (p 197). 

A short pause before we turn to the next 
batch of essays, to ask and reflect: in what 
moulds were the products of the new 
education of the 19th century being cast? 
Were they mere deflections of the brown 
mem/sahibs forecast by Macaulay, who 
could also turn dangerous if not absorbed 
by the colomal state in one function or 
another? Post-colonial developments 
have not brought any startlingly new 
insights or educational models. In what 
mould is the new citizen being cast even 
today and to what extent is this still 
determiiied by the cxpecUtions raised by 
I9lh century moulds? Since most of the 
essays follow developments up to the 
present, this is a question which calls for 
deliberation 

We find a number of autonomousexpen- 
ments in creating new institutional models 
at the turn ol the century. In 1892-94 the 
Nadawat-al-Ulanu. the Cotuicil of Reli¬ 
gious Scholars, was established initially 
in Kanpur, later to move to Lucknow. 
Jamal Malik's essay on the intellectual 
evolution of the institution, its politicisation 
alter independence, is a gem of clarity and 
balanced obseivaiion. “Designed as a 
national council ot icligious scholars to 
harmonise diticicnt scholarly traditions, 
to interpret the .Shanat and to contest the 
polemical attacks on Islam, this theological 
.seminary was conceived as a vehicle tor 
a local school ol scholars with trans- 
rcgionai signilicance” (p 224). This was 
no programme which could be carried out 
smoothly, and the i nstitution went through 
many rough pakhes. It had a nationalist 
phase and a pan-lslamic one dunng the 
Khilafat movement, but it represented aii 
“exclusive fonim lor those Mulsims who 
were reconciled to and had come to terms 
with the colonial sector. English was 
introduced as a compulsory subject and 
in 1919 Hindi and Sanskrit also began to 
be offered for study ” Not many supported 
the Muslim League and after indepen¬ 
dence. few migrated to Pakistan. Today, 
the Nad wat-al-l > lama is considered oneof 
the leading Muslim institutions m India 
and the Islamic world. Its pnncipal, Abu- 
Hasan Ali Nadwi .steers a precarious course 
between cultivating patriotism tor the 
Indian state and maintaining allegiance to 
pan-Islamic idc,is of the Islamic World 
League At the same time, “h is evident 
form hts [Nadwi’s] wriungs that he is 
comfortable with Islamic mysticism and 
also with the folk religious tradition.” Malik 


ends his essay by posii^ the important 
question: what could the role of such an 
institution be in shaping the destiny of 
India’s 1^ million Muslims? 

Rabindranath Tagore's expenment in 
education, perhaps the most famous of all. 
was one of deliberate synthesis between 
east and west Santimketan was inaugu¬ 
rated in 1901 as a .school “to work out his 
ideas towards the development of a new 
Indian identity". In 1921 it was to become 
a university, Visva Bharati The essay by 
Uma DasgupU reviewing the history and 
functioning of this instituUun bnngs no 
startlingly new informauon and is, per¬ 
haps inevitably, somewhat hagiographic 
in Its treatment of the subject, though in 
the concluding section it does exercise 
discreet and cautious critique: “Whether 
the poet could do all he wanted with his 
educational experiment at Santimketan and 
Snnikeian is doubtful” (p 296i 

Much less investigated, though widely 
known, was the ‘gurukul* established in 
1902 by one of the leading lights of the 
Mahatma wing of the Aiya Samaj, Munshi 
Ram, laterknown as S wami Shraddhananda. 
Nomca Datta’s essay in the volume, well 
researched and written with woiidcrlul 
clanty, explores the activities of the off¬ 
shoots of this institution in south-east 
Punjab, tcHlay’s Haryana; "the notion of 
an arya being elastic and capacious ap¬ 
pealed to the jats, who could now discoid 
their image ol being ‘conquered ahon- 
gincs’ - shudras’ and non-aryans - and 
appropnatctheirnrwiy refurbished status. 
Jn the process, they invented a new 
ksatnya status for themselves and devel¬ 
oped their own meaning lor the term aiya" 
(p 31). .Sanskrit education, long denied to 
non-brahinins was doubly attractive for 
the jats It made tor .s(H.'ial mobility and 
an autonomous identity, as against 
brahmins and the sikhs. rapidly expanding 
their own cultural and siKtal sphere Datia 
investigates two schtmls in great ietail 
and in all Ihcir dimensions, cumcalar, 
social and political, following cheir devel¬ 
opment into the present “Filty years after 
independence, the gurukul as an idea 
survives Vegctanaiiism. physical culture, 
‘jancu', Hindi and cow’s milk - important 
themes oi the Gurukul cultuie - constitute 
the moral culture ol pea.sant communities, 
.such as the jats, ahirs and gujais" (p 52) 
Though the institution.s have changed or 
modified their curriculum and attached 
themselves to universities for examina¬ 
tion purposes, they have not allowed 
themselves to be co-opted by the Hindu 
militant activists, “the Arya .Samai creed, 
entwined with peasant culture ha.x nur¬ 
tured a strong non-hrahminical streak 
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among the jats and diminished the appeal 
of religious sentimenu” (p SS). 

As last of the institutions cxperimeitting 
with models other than the western, there 
was the Jamia Miha Islamia, established 
in 1920. initially in Aligarh, when the non^ 
cooperation movement was denied a ba.se 
ai the Muslim university. It moved later 
to Delhi The essay by Mohammad Talib 
discusses curricular innovation and the 
cultural and political agendaofthc founders 
in ctetail. Education was to be imparted 
in the mothei tongue “Conventional di.s- 
ciplines like history and geography were 
designed to familiarise the child with 
specificity of local and scientific contexts 
And to equip the learner for employment 
and to literate him from the humiliating 
grid that locked the earning of a degiee 
with a |ob in the colonial biiteaucracy, 
vocational training was introduced in 
agriculture, caipentry. lock- making, cook- 
eiy. tailoring, weaving, book-binding and 
leather goods Si'vcral features of Gandhi's 
teachings, including spinning thccharkha 
and pioducing khaddai. were also started" 
(p lb'll. If this was a blueprint which could 
only be put into practice with considerable 
modification, it ncveitheless remained a 
blueprint for several decades Jainia had 
no grandiose plans to tiansform ihe world 
It was, as Talit puts ii. “a small islet of 
altcmattveeducalion" Talib follows some 
of the sorry political developinents alter 
independence which have meant that 
“cultural and .social endowments such its 
Urdu. Islam and the Prophet ol Islam, were 
taken as fixed and fro/en co-oidinates of 
one’s existence'' (p IK.ti This holds true 
lor both Mush ms and non-Mushins, “both 
have failed to understand lhat. ioi the 
founding members of Jamia. the word 
Muslim repiesented an emphasis within 
the package ol education, a gnuinU lor 
pedagogy and a premise in learning 
Mu.slim was not a currency foi hailcring 
admission scats or recruitment positions, 
but a medium for life's specific expie.s- 
sioii Jamia’s spirit or character was al¬ 
ways educational and, if ever Iht' phoenix 
rises aNive the ashes it would lesulc in 
the soscRMgn academic spaces within the 
university" fp 186) 

In the c.ssays themsel ve.s. of lered almost 
as inini-monographs on the institutions 
depicted there is, with lew notable excep¬ 
tions. little effort to ask and answerques- 
tioas ofcumculum. pedagogy, educalional 
patterns The majority of the essays lament 
the passing of the old ordei I’hc general 
tem.r. that ol 'untergangsstimmung', 
should give us pause io reflec't' what is 
It that IS being lost'' \ gentlciwo)men's 
education'' Perhaps it is genuin< l> out of 


place in today's hi-tech world, as out of 
place as the gurukul legimen andTagore’s 
highly acstheticised east-west synthesis, 
attractive as the model remains, at least 
to those ol us who ^w up in the fifties. 
Hasan's agenda in his own essay clear in 
the introduction was to recount the tussle 
belwecn the .secular and religious nation¬ 
alists, once nationalism entered the cam¬ 
pus ol ihc Aligarh Muslim University. 
“Generally speaking, my engagement is 
not .so mui h with the sociology of edu- 
lation. a theme brilliantly dealt with by 
David Ixlyveld elsewhere, but with the 
debates between the proponents of reli¬ 
gious and secular nationalism, tfeir read¬ 
ing of hisioncal processes, and their 
peac|>tion ol cunlempoiaiy realiucs. These 
discussions am. I believe, central to the 
iindcrsianding of the intellectual histones 
of the .Muslim communities m the .subcon- 
linmt” (p 22| 

Hasan himself engages with these is¬ 
sues with uilinirable clanty. as do Nontca 
Dutia. Mohammad Talib and Jamal Malik 
But the 1.11 gcr questions posed by these 
studies remain unanswered. Why did the 
n.itionalist aeenda, whether in the form of 
ihe gurukul. Santiniketan, Jamia Milia or 
Aligarh Muslim University, whether re¬ 
ligious or at least initially secular, often 
end up being communal'.' Can communal 
devclopinenis bt' explained causally by 
Ihe deveUipincnis within an educational 
system or seen as in some way inherent 
in the in..iitutional structure alone'? Is this 
c(>mmimalis,iiion merely a reflection of 
the laigei political context? It has obvi- 
tiusls If' do 'Mih the polity without, yet 
the ({ucstion why some institutions are 
nii.ic pionc to these developments than 
oihc IS (liK's n.'ed Io be anlays^ in a larger 
bam< than ih:il olfcred by the individual 
studies 

I wo '.‘s',iys in Ihe volume are devoted 
to women’s '■ducation. The first, by 
Narayani (tupia and .Sheila Uttam Singh, 
IS on Indr.ipiasth .1 College for Women, 
founded in I 'KM m Delhi. “Lala Balknshan 
Das and some ol his friends, all theuso- 
phists. look up a suggestion of Annie 
Besani and -.et up a school in Delhi ‘for 
giilsol alliasie.sandcrccds'*’(p 144). The 
sccdiui 0 ".i> conccm.s itscll with the 
Christian Medical College in Vellore. 
Founded h> an American missionary Ida 
Scuddor, anti supported by Missionary 
Soeieiics in ^me^^ca, it trained Christian 
wonu'n in iIk medical protcbsion. Care¬ 
fully a-.seaiche(l, ihcessay documents how 
o'ligion and iiiedictne remained inter¬ 
twined in Ihc long histoiy of Ihe college. 
I’hisconnecium between missionary work 
of one kind oi another and women’s 


education remains to be explored more 
holistically.Pathbreakinglodttehavebeen 
Madhu Kishwar’s essay (1986) on the 
Kenya Mahavidyalaya in Jalandhar, 
founded by the college wing of the Aiya 
Samaj in Jaliandhar and Nita Kumar's 
work on the Arya Mahila Vidyalaya in 
Banaras. both extraordinary perceptive 
studies which cry out for ftirthn work in 
this direction. Vl^at I miss is some kind 
of synthesis of the infmmation offered 
here. This in faa would be my general 
complaint about this pioneenng volume. 

The volume as a whole does end up 
being more sociologically oriented than 
not. Yet. the insights remain sporadic, 
though the data compiled offers grounds 
for much reflectKMi. I Tind no conceptual 
framework which connects the essays in 
the volume theoretically and little reflec¬ 
tion on the nature of the knowledge sys¬ 
tems mediated in the institutions 1 believe 
that Sabyasachi fihuttacharya, in the cdi- 
tonal introduction to another volume of 
essays on education in India comes up. 
though all too .shortly, with some impor¬ 
tant reflections bearing on these issues 

In relation to education in capitalist 
society Pierre Bourdieu ha.s offered a cm 
cepcual framework whieh cmpha^'ises the 
role ol education as a means of ‘icproduc- 
tiun ol'knowicdge’ for the common mas.ses 
this essentially is a means oi reproducing 
or preserving the capitalist society This 
education toi the masses is distinguished 
by him trom the ‘production ot know¬ 
ledge' which IS the outcome of education 
ot a higher oider By an extension of that 
argument I may suggest that in the impe¬ 
rial scheme, the production of knowledge 
IS a tunction attributed to the metropolitan 
country ruling the Empire, while the re¬ 
production of that knowledge. Us trans¬ 
mission and replication, is the function 
assigned to the education system for the 
colonised people. It can be further argued 
that the colonial system of education can 
be viewed as a means of the preservation 
and reproduction of coloni^ authonty. 
not only cognitive authority but also 
political authority, among the 'natives' of 
the colonised country 
Likewise, we may argue that what we have 
said about the colonial-metropolitan 
relationship could be hypothesised in 
respect of the concentration of the com¬ 
petence in the production of knowledge 
in the sphere of the socially and educa 
iionally pnvileged, and the reinforcement 
of the cognitive authonty and hegemony 
of lliat stratum. This is a somewhat 
schematic statement but it serves for the 
present in explicating the two terrains of 
contestation I mentioned earlier, i e, the 
fight on two Ironts, against challenges 
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to hegemony within colonial India 

society and against colonialism without 

tpp 6-71. 

This is an iqiproach which could be 
firuitfuily used to review the data ofTeied 
in this volume. It would perhaps also offer 
resoluuon to the queries, hopes, doubts 
raised dxmt the ability of most of these 
institutions to hold their own in post- 
independence India, in a political set-up 
where most of the older hegemonies are at 
the least being challenged if not displaced. 

Nita Kumar has also analysed the failure 
of nationalist education in vanous incisive 
essays. Her perspective offers yet other 
lines of inquiry. Her reflections on middle 
class educational institutions and aims, 
middle class, that is. “tlu! local social and 
economic leaders of small towns, those in 
trade, banking, the professions and ser¬ 
vice. groups neither underprivileged nor 
national level thinkers, sactors moulded 
by their history and production relations 
at every stage, calculating, worrying about 
and con.structing their futures. They do 
this on a threefold basis- (1) an assessment 
of what IS rational and essential for them; 
(2) an assessment of what is usable from 
their past: and (3) on the technology avai I- 
able to them” (Kumar 1098 84] I would 
add a fourth item: the orientations offered 
by visions of the future If the nation is 
being visualised in terms which cannot he 
other than borrowed for the time being, 
though enriched with visions of the past, 
then these visions will certainly play a role 
in education Though, once again, if the 
colonial educational model was being 
propagated as ideal, was it ever possible 
tocnlirely bypass It? AsKumart 1996-150) 
has pointed out- "All the ntuals. tried in 
our new Hindu/Indian .schools failed before 
the changing evaluation of the prestige of 
English education, the image of an edu¬ 
cated. modem person, and the need for 
self-questioning and reform”. 

Kumar also makes extremely pertinent 
poinbt about the use of space (classrooms. 
a.ssembly rooms, etc), the use of time in 
every day school routine, the uses of the 
past but also of the centrality of the pre¬ 
scribed syllabus in institutiorus which had 
set out to create alternative mcxicls The 
question then is: why would there be any 
real concern about evolving a different 
pedagogy if their educational goals al¬ 
ways circled around the colonial models? 
Tagore, possibly Gandhi but most of all 
the gurukuls. whatevei we might think of 
the venture, were amongst the few that 
attempted to cast another model, or looked 
to the older ones in the light of the present. 
None of these models s«m to have sur¬ 


vived with any degree irf conviction in 
post-colonial India, though, to quote 
Kumar (1996:152) once again: ‘Th«e is 
no ground for suggesting that a new 
synthesis of Indian and western history 
was historically impossible, outside the 
scheme of history, beyond the laws of 
change, and so on As in the case of the 
battle with the streets, one cannot say that 
schools cannot deliberately socialise chil¬ 
dren in certain planned directions: only 
that in modem India it has never truly been 
tried.” But was this synthesis a techno¬ 
logical problem alone, was it not also a 
conceptual one'’ 

It is a thankless and daunting Usk. 
compiling theoretically connected essays 
on a given theme from scholars sciUter^ 
over many institutions and countne.s. 
Mushiml Hasan has performed a pioneer¬ 
ing task, foi which we who research the 
cultural history ot the colonial era must 
remain thankful to him. In closing, I should 
like to echo his own words: “Meanwhile 
I expect this book will serve as an aid to 
the wnting of a comprehensive intellec¬ 
tual history ol India. 1 hope younger 


IN the first ph.i.sc of economic reforms 
following the Manmohan Singh revolu¬ 
tion in the economic sphere, monetary 
policy took some time to shape. For one 
thing, the Narsimham Committee had been 
asked to take a look at the reforms que.s- 
tion and although its report was available 
by the end ol 1991. its recommendations 
could be implemented only m a gradual 
fashion. For another, the financial system 
was unexpectedly .shaken by the secuntics 
scam early in 1992 Even as the story of 
financial ref onns began after the shock of 
the .scam had been absorbed, the fi.scal and 
other economic reforms started to sag after 
the Congress reverse in the Andhra Pradesh 
elections in the autumn of 1994. The pnde 
of place IS taken by the Reserve Bank in 
the subsequent period in pushing through 
measures of interest rate deregulation 
while at ihc s.imc time strengthening the 
prudential regulation and, supervision of 
the financial system. This collection of 
articles by Savak Taraporc provides an 
excellent tunning commentary on the fuscal 
and monetary policies during 1997 (by 
which time many reforms had been intro- 


scholars in particular, would be stimulated 
to reflect on. among other aspects, the part 
played by educational centres in transmit¬ 
ting knowledge, heightening natitmalist 
sentiments, and fostering communitarian 
consciousne.ss” (p 22). 
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duced, with active involvement, no doubt, 
of Taraporc as deputy governor of the 
RBI). And like all good cncket comment¬ 
ators, tor instance, who were themselves 
distinguished players, he takes the leader 
back and forth in time, .supplying all the 
relevant background and many an interest¬ 
ing sideline 

The weekly column is a nsky venture, 
but perhaps not .so when the subject is 
finance and money markets Ther?- are 
daily and weekly developments and 
frequent policy responses to, or influ¬ 
ences on. market movements In a matter 
of 5U short pieces, Taraporc opens up to 
the reader the intricacies of the muney 
and capital markets and lets him have a 
peep into the sanctum on Mint Road and 
the mysicnes of policies fashioned there. 
These articles have been very neatly 
divided into 11 parts, with a bnrf intro¬ 
duction to each, andcover monetary policy 
in the two halves ol 1997. money markets, 
regulation and supervision, non-banking 
financial sector, fiscal is.surs, external 
.sector, exchange rate management and 
capital account convertibility, a subject 


Adapting to New Realities 

Manu ShrerfT 

India’s Financial Policy by S S Taiaporc, UBSPD, 1999; pp 275. Rs 375 
(hand cover) 


Economic and Political Weekly May 29, 1999 


13.t9 



on which Tarapore has made a signal 
contribution through the Kpoit of the 
committee chaired by him There are a 
couple of pieces on RBI reports and an 
interesting anecdotal part account of the 
major policy developments during the 15 
years to 1997 - the penod which the 
author describes as the Rangarajan era. 
Three articles in this part cover the regime 
of the late R N Malhotra, four an* on 
Rangarajan and one short piece is on Bimal 
Jalan Vcnkitaramanan's “unambiguously 
tight and cfiecu vc policy” is endorsed, but 
then It has the “maestro's [Rangarajan's] 
magic touch" 

Tarapore valiantly defends Malhotra’s 
action in I98S to tree bank deposit rates 
on maturities below on year. What was 
then thought ol as a fiasco is .seen by 
him as the tailurc of the vciy first attempt 
at interest rate deregulation because 
“after serving life impnsonment under 
controls, banks did not wi.sh to attain 
freedom". How very true! The authoi 
makes no secret of his adulation lor 
Rangarajan whom he describes as a 
Philosoplier King Readers are told that 
during the days ot the Raj, the RBI 
executive lounge had a legulai live bank 
during the lunch hour Tarapore would 
have liked the band, if it were still there, 
to play “Hail to 'he Chief on Apnl 15, 
1997, so deeply appreciative is he td the 
last but one policy announccmeiii oi 
Rangarajan on that day It is petbaps in 
the fitness ot things that soon thcrealter 
Rangarajan moved to a Raj Bhavan, thkiiigli 
one does not Know it the old traditions 
survive even there' 

Tarapore is known to have been a keen 
and fearle.s.s analyst and outspoken po'icy 
adviser. He has had a long tenure in the 
RBI and was held in high regard hy Ins 
colleagues in the bank and uiuntcrpaits 
in the ministry of finimce His talent a^ 
a columnist is a plea.sant discoveiy by 
those who know him. He is eminently 
readable, often amusing, and always in- 
formative. On more than one occasion he 
has been proved right hy .sub.scqueni 
events For instance, his prescriptions on 
FILs access to the domestic secunties 
market were made well hctorc the actual 
policy announcements Again, the liquid¬ 
ity adjustment facility (LAP) that he 
advocated .some time ago was animunced 
in Apnl this ycat He has licen genciall) 
conservative in his approach, though one 
notices an occasional uncharacteristic 
boldness, which can perhaps he a.sctihed 
to the .state of 'nivnitti' which he enjoys 
like many ot us. 

RBI's mandate accuixling to Tarapore. 
has to be price .sta'iiliiy, other ob|ectivcs 


take a lower place. Since fisod deficits 
have continued at unacceptable levels, 
despite all the shouting by economists 
including the author, the minidate clearly 
involves tight monetary policy and rela¬ 
tively high interest rates. 

Tarapore is conservative, hut not illib¬ 
eral. (The sub-titie of this collection. 
‘Adapting to New Realities', could have 
an autobiographical ring for him as for 
many an official economist ot the same 
generation) He is now a strong proponent 
of market-determined interest rates and 
has chided the RBI more than once for 
artificially fixing low cut-off yields on 
Trca.sury Bill auctions. He regards CRR 
as a potent instrument to be used in both 
directions Hts attitude to regulation and 
supervision is pragmatic. It is not impor¬ 
tant where it is located, he says, but how 
It IS conducted He accords high pnonty 
to the development of a broad and deep 
market lor government securities and 
recommends innovativemcasures, includ¬ 
ing tax ionccs.sions on interest income 
Iron) gilts or dedicated giit mutuals held 
hy individuals Given the usual lag bet¬ 
ween Ins recommendations and their 
adoption, one may perhaps expect the 
government (after the elections') to 
adopt this highly desirable measure tor 
encouraging retail investors to Che gilt 
maikel 

One ot I'aiaporc's pet themes is the 
esiahlishmcnt of a consistent and nican- 
ingtiil yield cuivu. In his search tor such 
a cut\e, he is icmscious that it cannot be 
established by I lat and that it has to emerge 
Irom the iiuirket Policy can help by making 
access lieer tor all participants. It can also 
pm sue a dcsiiablc structure through 
iiquKlity management But even then, 
yields on short and long matunties will 
depend to a iiuctal extent on investor 
expectations about growth, inflation and 
future inovcinetKs in tntere.st rates. In- 
vcited yield curves reflect not merely 
dc’liciencies m matket or wrong policies 
They capture what the market expects in 
the futuo’' A smooth and consistent curve 
IS a leflection - an indicator - of health 
in the ncirkei and ot stable expectations. 
Tinkering with the thermometer will not 
reduce the patient's fever. 

While on the .subject of interest rates, 
one IS tempted to comment on Taraporc's 
stand in I he recent controversy about 
interest rate policy (although the relevant 
article appeared early this year and hence 
IS not part of this collection). This re¬ 
viewer argued before the budget that in 
order to lilt the economy out of what 
was on all account a cyclical downturn, 
interest rates should be lowered at least 


by two percentage points, since an ex¬ 
pansionary fiscal policy would go 
against the long-term goal of fiscal con¬ 
solidation. RBI dtd reduce the bank rate 
in the wake of the budget for 1998-99, but 
only by 1 per cent The expectation that 
this would be followed by a further cut 
as part of the mon^ary policy announce¬ 
ment in Apnl this year ha.s not materialised 
And Tarapore has welcomed that. The 
persistent fear ot inflation in the face of 
the falling rate of inflation, in particular 
the low rate of nse in paces ot manufac¬ 
tures, shows a lack of flexibility in atti¬ 
tude. It is of course, true that with the big 
pump of fiscal deficits working actively. 
It IS not easy to push down intere.st riues, 
unless there is a greater monetisation of 
the deficit. But why not'.' How can one 
justify real talcs of interest as high as 9 
to 10 per cent when the economy is down, 
whether due to cyclical factors or stiuc- 
tural change as a comment on this 
reviewer’s stand in ihcEf’WfFebruaiy 27. 
1999) implied'' Even the Chakravarty 
Committee recommended real rates no 
higher than 3 per cent or so. Another 
argument in favour of retaining high rates 
of intere.st is the covered arbitrate parity 
Treasury rate in US, it may be argued, is 
5 percent, the forward premium on dollar 
5 to 6 per cent, and so domestic slion rate 
should be 10 per cent or so It is already 
lowci than that. Hence no need to reduce 
it further But this can hardly be the basis 
of policy in the absence of full conven- 
ihility on capita) account, unless one is 
greedy about FIl speculative inflows ol 
hut money! 

Tarapore is at this best when discuss4ng 
issues in the external .sector and exchange 
rate manegement. He has argued for 
demystifying the RBI’s exchange rate 
management in a lucid article emitted 
'F.xchangc Rate Paroxysm*. 

All in all. this collection offers, if not 
asumtuousgourmet meal, a delicious salad 
bar It has immense historical value as a 
contemporary comment on the ongoing 
policy issues by one who, not too long 
ago, was helping to shape the course of 
financial sector reforms and was involved 
in the making of monetary and exchange 
rate policies Those who have missed 
reading the articles in the Business Stan¬ 
dard would do well to go through this 
excellent little book which is also handy 
lor reference. In particular the pan on RBI 
governors gives a .succinct, if anecdotal, 
acccHint of monetary policy developments 
over the last decade or so and graduate 
students should make it a point to go 
through this part and indeed the entire 
book. 
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Foreign Direct Investment in Asia 

Bishwaiuith Goldar 
Etsuro 

This paper analyses trends in FDl in Asia, with a special focus on FDl flows from Japan. It relates FDl 
flows to changing industrial structure and to trade flows. An econometric analysis is done to identify key 
determinanxs of FDl flows to Asian countries. Japan has been the main source of FDl flows to Asia. Japanese 
FDl has helped cost reduction and export promotion in the host countries. But, in the process. Japan has 
created a large trade surplus with these countries. « 


Introdaction 

FOREIGN direct investment (FDl) pro¬ 
vides financial resources for investment 
in the host country and thereby augments 
the domesuc saving effcHts. This contri¬ 
bution of FDl IS. however, smalt for most 
developing countries. Dius, the share of 
FDl in gross domestic investment in de¬ 
veloping countries was only 3.2 per cent 
in 1992 and the relevant ratio for some 
countnes of the Asian region (e g, Korea 
and India) was even lc.ss than 1 per cent. 
On the other hand, there are some coun¬ 
tnes m which the contnbution of FDl to 
domestic capital formation has been signi¬ 
ficant. For example, in 199S, the ratio ol 
FDl to gross domestic capital formation 
was about 2S per cent m China and 
Singapore, about 20 per cent in Malaysia 
and about 10 per cent in Hong Kong and 
Philippines {World Investment Report, 
1997, p 821. 

Another contnbuuon of FDl is that it 
provides the much needed foreign ex¬ 
change to help badge the balance of trade 
deficit. Indeed, m the wake of the iteht 
crisis, FDl has come to be viewed as an 
increasingly important source of external 
finance for developing countries. 

A much more important contnbution of 
FDl, however, lies in raising the techno¬ 
logical standards, levels of efficiency and 
the competitiveness of the host country.' 
Thiscanoccurm several ways FDlbnngs 
with it complementary assets such as tech¬ 
nology, management and oiganisauonal 
competence and there are spillover effects 
of thM assets on the rest of the economy. 
As the foreign-owned enterpnse enters 
into competition with the loc^ firms, the 
latter category of enterprises are forced to 
improve their technology and product 
qu^ty. Further, the foreign-owned enter¬ 
prise pressurises and assists the local related 
and suppon industnes to improve the 
quabty of their products and ensure greater 
reliability of d^ very, both of which make 
it necessary for the related and support 
industries to upg.ade their technology. 


Another benefit of FDl is that it helps 
the lio.sl country improve its export per¬ 
formance By raising the level of effi¬ 
ciency and the standards of i»oduct qual¬ 
ity, FDl makes a positive impact on the 
host country's export competiuveness 
Further, because of the international Imk- 
agesof b'an.snaUonalcorporatioas (TNCs). 
FT. I provides to the host country better 
access to toicign markets. Also, where the 
foreign investment has been made with 
the specific intention of sourcing parts/ 
components (or even final products) from 
the host country to take advantage of low 
cost conditions there (e g, low wages),^ 
FDl contributes to exports directly It is 
needless to add here that enhanced export 
possibility contnbutes to the growth of the 
host economies by relaxing demand side 
constraints on growth. This is especially 
important tor those countnes which have 
a small domestic market and must increa.se 
exports vigorously to maintain their tempo 
of economic growth. 

Ill this papei, we analyse trends in FDl 
in A.sia, with a special focus on FDl flows 
from Japan We desenbe the inter-tempo¬ 
ral change.s in the inter-country pattern of 
FDl flows to vinous countries of south, 
ea.st and south-east Asia and take a look 
at the FDl Hows within the region. We 
relate FDl Hows to changing industrial 
stracturc and to trade flows. Finally, an 
econometnc analysis of the FDl flows is 
undertaken lor identifying some key 
determinants oi FD! flows to Asian coun¬ 
tnes. 

In judging the significance of FDl, 
especially from the viewpoint of develop¬ 
ing countnes, it is usefiil to make a dis¬ 
tinction between macro-economic and 
micro-economic effects. The former is 
connected with issues of domestic capital 
formation, balance of payments, and tak¬ 
ing advantage of external markets for 
achieving taiiter growth, while the latter 
IS connected with the issues of cost reduc¬ 
tion, product quality improvement, mak¬ 
ing changes in industrial structure and 
developing global into^fitm linkages, bi 
dus context, it needs to be recognised that 


FDl IS an aggregate entity, the sum total 
of the investments made by many diverse 
multinationals, each with its own corpo¬ 
rate strategy The micro-economic effects 
of the investment made by one multina¬ 
tional may be quite different fiom that of 
another mulUnational even if the invest¬ 
ments are made in the same industry Also, 
what benefits the local economy will be 
able to reap from the investments depends, 
among other factors, on the capabilities 
of the host country in regard to technology 
transfer and industnal restruchiring 

II 

Theories of FDl 

Dieones of FDl assert that the basis for 
such investment lies in the tiansactions 
cost of transfemng technical and other 
knowledge, and market imperfccuons 
Needless to .say that in a world of perfect 
markets, the multinational enterprises 
(MNE.S) would not exist and there would 
be no roi. 

According to the Hymer-Kindlebergcr 
theory (Kindlcberger l%9], the foreign- 
owned firm would make an investment in 
the host country only if it posse.sscs some 
compensating advantage which allows it 
to compete on equal terms with indig¬ 
enous firms This is, however, not a suf- ‘ 
ficient condition for FDl since the firm has 
theoptionoflicensingthe advantage (tech¬ 
nology) to an indigenous producer or 
exporting the product to the host country. 
Clearly, certain other conditions have to 
be satisfied for FDl to arise. Three such 


TAU.E 1' Oumow OF PDI 

(USSbn) 


Country 

1990 

1992 

1994 

1995 

US 

29.9 

42.7 

54.5 

955 

UK 

19 3 

19 0 

28 3 

403 

Cernuuiy 

242 

19.7 

16.7 

349 

Fiance 

34.8 

31 3 

22.8 

18 7 

Japan 

48.1 

17 4 

18 1 

227 

NAFTA 

347 

42.3 

61.9 

101.3 

EU 

132 t 

1089 

1116 

1344 

Industnalised 




countries 

222 5 

1814 

1909 

270 5 

Worid 

2306 

186 9 

247 4 

317 4 


Source JETR0(I997) 
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conditions uk (a) the advantage is inter¬ 
nally tiansferd)]e (it can be exploited by 
a subsidiary of the parent ftrm without any 
additional cost to die patent firm or to tin 
subsidiaiies already exploiting it); (b) it 
IS more profitable for the fbreign-owned 
firm to exploit the advantage itself than 
to license it to an indigenous producer 
(because of imperfections in the market 
for knowledge and heavy fimi to firm 
transfer costs of the advantage); and (c) 
exporting the product to the host country 
is not possible or unprofitable due to tariff 
or transport cost barriers. 

A more general theory of TNCs traces 
their emergence to internalisation of 
markets [Buckley and Casson 1991], The 
theory is ba.scd on three simple postulates: 
(1) firms maximise profits in a world of 
imperfect markets; (2) when markets in 
intermediate products are imperfect there 
IS an incentive to bypass them by creating 
internal maikets (within the firm); and (.^) 
internalisation of markets across national 
boundaries generates MNEs. It is argued 
that the location strategy of a vertically 
intcgiaicd tirm is determined mainly by 
the interplay of comparative advantage, 
barriers to trade, and regional incentives 
to internalise; the firm will be multi¬ 
national whenever the.se factors make it 
optimal to locate dilTcrent stages of pro¬ 
duction in diflcrent countries. Another 
prediction of this theory is that unle.ss 
either transport aists arc very low, returns 
to .scale at the plant level arc high, or the 
comparative advantage of one location is 
very significant, the intcmalional acqui¬ 
sition and exploitation of knowledge will 
normally involve international productirm 
through a worldwide network of ba.sically 
similar plants. Following this theory, one 
can see an important difference between 
the MNEs operating in the early part of 
this century and those which emerged in 
the latter part of the century. It is argued 
that prior to the second world war, 
multinauonality was a by-product of the 
internalisation of intermediate product 
markets in a multi-stage production pro¬ 
cess, and in the post-war period it is a by¬ 
product of internalisation of markets in 
knowledge. 

The two theones discussed above seek 
to explain FDl without making a distinc¬ 
tion with regard to the country of ongm. 
Kojima has argued that there is an inherent 
difference between FDI originating in the 
west and that in Japan [Kojima 1978J. He 
has developed a theoretical fratnewoik 
which integrates trade theory with FDI. 
This framework makes it possible for him 
tocmitrast ‘Japanese type’ foreign invest¬ 
ment with ‘American type’. The theoreti- 


THE five papers included in this issue 
of the Review of Industry and Manage¬ 
ment are a part of a larger research and 
training programme on ‘International 
Economics and Dcvelopmem’ conducted 
by the Institute of Eranomic Growth 
(lEG), Delhi and the Institute of Devel¬ 
oping Economies (IDE). Tokyo, with 
financial suppoit from the Ford Foun¬ 
dation. The Asian currency crisis oc¬ 
curred in the midst of die programme. 
The Asian crisis gave us im oppcHtunity 
to re-examme the development strategy 
adopted by the developing countries and 
in particular, their strategy towards 
globalisation Therefore, the lEG-IDE 
programme, in addition to covering the 
theme on foa-i gn direct investment (H)I), 
Multinationals and trade, also covered 
several other aicas like the impact of 
economic reloims on productivity and 
performance ot lirms, environment and 
trade, the lolc of agriculture and the 
functioning of the financial .sector in 
Asian countiics 

The papers piesented in this issue ex¬ 
amine the coie areas of our programme, 
namely, FUl. technology transfer by 
multinationals and theirrelationship with 
industrial restructuring and trade. In par¬ 
ticular the paiiers focus on four Asian 
countries, namely, India, Thailand, Korea 
and Malaysia 

The papi’r by Goldai and Ishigami 
analyses the mam trends in FDI in Asia, 
with special locus on FDI flows from 
Japan. Japanese FDI has been playing 
an important role in promoting exports 
and changing the industnal structure of 
Asian countries through transfer of tec h- 
nology and management. However, this 
process suitcred from a structural bias 
(weaknc.ss) as the Japanese affiliates 
while promoting exports depended 
heavily on imports from Japan, thereby 
worsening the current account deficits. 
This paper stresses the need for a change 
in policy and development strategy foi 
maximising the gams from FDI 

The paper by Siddhaithan tncs to verify 
the structural bias of Japanese FDI as 
pointed out in the paper by Goldar and 
lshigam> by comparing it with European 
FDI. The paper concludes that there is 
a marked ditVreiice in the import struc¬ 
ture of the two groups The Japanese 
afliliatc.s wen.' more import intensive than 
the re.st and this result held good even 
after taking into account the differences 


in the industrial distribution ol mvest- i 
ments of the two groups I 

The paper by Takeuchi specifically • 
questions the mlc and performance of ; 
Japanese FDI in Thailand Basedonmicio- 
management dau for the top dX) enter¬ 
prises in Thailand, the papci sliuws that 
Japanese affiliates imported 2 J times 
more value than they exported to Japan 
Thus, the import inten.sity of exports ol 
Japanese FDI pointed out by the previ¬ 
ous two papcisi.s confirmed by this paper 
as well. 

The paper by Mien discusses the role 
of FDI m the Malaysian manufacturing 
sector. FDJ in Malay.sia has been much 
more dummant than in Thailand munly * 
due to the open door policy adopted liy 
Malaysia under the New F.conomtc 
Policy, including the e.stablishment of 
export processing zones FDI in Malay¬ 
sia has been instrumental in changing the 
structure of the manufacturing and trade 
sectors. In general the foreign firms 
exported more than the local firms during 
the penod 1970-95. It is interesting to 
note that while Malaysia has .success¬ 
fully shifted her exports from liaditiunal 
pnmary commodities to non-traditiunal 
high value products, she has lost hci 
traditional comparative advantagc.s, 
namely, low cost of labour and raw 
inatenals, thereby directly lacing com 
petition from the odvamed industrial 
countries fur her exports 

The paper by Hatton relates the ret ent 
Korean economic ensis to then icehno- 
logy pohcTi's in general and their tcih- 
noiogical accumMhuion capabilities in 
particular, and compares iliein with tlie 
Japan experience Tlic na{>cr i;iakc>’ the 
strong point that the lapid growth of 
national income and cxpiiits ot Korea 
was highly im|Kirt dependent Hatton 
points out that the Koreans chose the 
easier o|>tion (•! inip.nt id advanced 
technology and mmhinery over the 
pursuit of domestic develupnient ol 
technology and skills. The causes attrib¬ 
uted hy the papcT for the current Korean 
economic crisis are the similanty of then 
industrial and trade structures to Japan, 
the high import intensity ot their exports 
and the sensitivity of their export per 
formance to the exchange rates, notably 
between won and yen 

N .S Siddhaiihan 
S IlirashiiKa 
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cal framework Mngs out that the ‘Ameri¬ 
can type’ FDl eliminates the basis for 
trade In the Japanese case, on the other 
hand, the host countiy's production fron¬ 
tier expands in such a direction that the 
industries having comparative advantage 
expand while those having disadvantage 
contract, thus enhancingthe basis for trade. 
It IS argued that Japanese FDI repre.<ients 
a search for location-specific inputs to 
complement the skills developed by Japa¬ 
nese enterprises, and this makes it differ¬ 
ent Irom the FDI onginaling in the west 
It shouldbe pointed out here that *Kojima 
theory' was developed in the first or early 
wave of Japanese FDI in the 1960s and 
197Qs, when most of the host countnes 
in Asia adoptee! the import substitution 
industnalisation policy with the inflow of 
foreign investment One o( the core argu¬ 
ments of' Kojima theoiy * is that Japane.se 
type FDI would upgrade the industrial 
structures of both Japan and the host 
country, or play the lole of initiator and 
tutor in the industrialisation of less devel¬ 
oped countnes (Kojima 1978'IS-I8) Luts 
of Japane.se small and medium firms in the 
hast counties were expected to provide 
production and technological linkages with 
local firms. Thus, the theory picsents the 
triad (tnple) effect of the Japanese-type 
FDI' invc.stnic' l. trade and industiial 
restructuring with mutual benefit The triad 
effect can be .seen in the textiles industry 
typically, but not so much in the .luiomo 
biles ami electrical appliances indastiies, 
which contnhuted to upgrade, local indus¬ 
try ‘to some extent’ (it is still at a low level) 
but much lesser in the expuits of these 
manufactures .Sharp rise of Japanese R)I 
to Asian countnes in the later half of F'K(K 
showed diftcrenl fcatiiics fiom previous 
ones; the ’investment ru.sh' Turced lapa- 
ncse firms to cither bnng group vendor 
firms to the host countries or lo start a nc w 
transaction in the host country with non- 
group Japanese vendor firms. This was for 
the quick setting up of new manufactuiing 
lines that kept to quality and a timely 
delivery of goods for exports of the same 
volunWstandard as th.it of Japan to the US 
and other developed countries In other 
woids, the new investing firms are more 
self-contained [Ishigaini 1996) Thus, 
although new invciitnK'nt from Japan in 
the late I980.<: helped lo increase the ho.st 
countries' exports considerably, it eon- 
tnbuted little m terms of industrial resttuc - 
turing/upgradation of local suppoiting 
(vendor) industnes 'ndecd the recent 
'As an cionomii. i lists' tells us that the 
fundamental wcakn*‘s<> in thc.se countnes 
is that of their own industrial .siniciure 
which lacks a siron- basis of local .sup¬ 


porting industry. 

Jt is clear from the above that the fea¬ 
tures of Japanese FDI on which Kojima 
built his theory have changed fundamen¬ 
tally .since the 1980$. Thus, questions can 
be rai.scd on the applicability of ‘Kojima 
theory’ to Japane.se FDI in recent years. 

Dunning's eclectic theory of inter¬ 
national pnaluction [Dunning 1988] ex¬ 
plains both the ways in which overseas 
markets are served by enterpri.ses of dif¬ 
ferent naluMialities and the industrial and 
geographiial >.omposition of such activi¬ 
ties Accoiding to this theory, a firm will 
make .i dtii'(.t investment in a foreign 
countiy il flic following three conditions 
are satisfied 1 1) it possessas some own¬ 
ership iidv .images vis-a-vis firms of other 
natioi alilics in sei ving particular markets, 
(2) It IS moie beneficial for the firm to use 
the advjiit.)i'es itself than to sell or lease 
them lit fnteign firms, and (3) it is prof¬ 
itable toi the i'inerpri.se to utilise thc.se 
advantaites ui s'oiijunction with at least 
some luvioi inputs outside the home 
coiiiitrv llieaieaiertheowncrshipadvan- 
lage of the enterpnse, the more the inccn- 
ti\ e to I'v ploii ihese themselves. The more 
the euiiioiiiies of production and market¬ 
ing tasoui .1 iiiieign location, the greater 
IS the iiulii- I'lnenl tor FDI. 

I he eil'Mi.. theoiy suggests that all 
foims of iiiie'national production can be 
explniicd b\ i. tcrence to the above con- 

rxiiLi Mil iM'OAs lo r>rvM.nnNr; CmiNiHIES 


lu.s a on; 


Y> Ji 

Amount 

1980-85 (.iii>iiiji .i\i'-jge) 

12 6 

1981 8/ i.iiiiiii.il average) 

183 

1988 9.’’ ijniii!,il average) 

36 8 

199(1 

33 7 

1991 

41 i 

1992 

504 

1991 

73 I 

1994 

90 5 

I99S 

963 

1996 

128 7 

Snuhf ,>rr\tment Report, 1992, 1996. 
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dititms. Location-specific wcountiy.spe- 
cific advantages have an important bew- 
ing on FDI Such advanta^ of particular 
host countnes make FDI in them prefer¬ 
able to not only other potential host coun¬ 
tnes, but also to domestic investment. It 
needs to be recognised further that an 
important determinant of FDI is the ability 
oi the firm to generate ownership advan¬ 
tages which are best exploited by the firm 
in a loretgn rather than in a domestic loca¬ 
tion. In this way, the eclectic theoiy is able 
to provide an explanation for differences 
in the inclu.strial pattern of outward FDI 
of different industrialised countries 
While the eclectic theoiy provides a 
good explanation for the decision of firms 
lo invest abroad, it seems to us that the 
theory does not cover the competitive FDI 
induced by trade restrictions. When a 
country imposes rcstnclionson imports of 
a particular industrial product, there is 
obviously inducement to multmational 
firms of the industiy to invest in that coun¬ 
try. It one or two firms invest, the others 
mu-st also do so to counter competition and 
ensure theirmarkel shareeven if the returns 
to investment arc negligible or negative, 
particularly for late entrants. Some FDI in 
the US and Europe are of this vanety 
Also, multinationals may enter a market 
UKlay even if it is not profitable to do so, 
because they foresee future growth and 
want to have the 1 list entrant's advantage 

Tabij. 4 FDI Ini lows to DrvuonNc. CornmiLS 
oi- ScHiiii. Hast and .South East Asia 


Year 

Value 

($bn) 

Shore of 
World 
Total 
(Per Cent) 

Share of 
Developing 
Countnes 
Tulbi 
(Pei Cent) 

1981-85 

49 

85 

24 9 

1986-90 

138 

87 

.52 5 

1991-93 

31 3 

17 6 

57 2 

1993 

465 

22 4 

63 7 

1994 

55 7 

23 3 

M 9 

1995 

65.2 

20 6 

67 9 

1996 

81 2 

23 3 

62 9 


Sounr World Investment Report, 1995,1996. 
1997 


Tabij- 3 FDI Flows, 1983-96 

tUSSim) 


I'D) Hows 

Annual Average 
1943-87 tm-^ 

1991 

1992 

1993 

1994 

1995 

1996 

Developed L.uiT'iies 
Iinllow*. 

59 

139 

114 

114 

129 

142 

206* 

208 

Out (low. 

73 

193 

202 

181 

192 

210 

291 

295 

Developing lounlriev 
liitlowv 

18 

37 

41 

50 

73 

90 

96 

129 

Out Dows 

4 

15 

9 

21 

33 

41 

47 

52 

All couiitni s 

Inflows 

77 

177 

158 

168 

208 

239 

317 

349 

Outflows 

77 

209 

211 

203 

226 

251 

339 

347 


Sourte Wot Id ln\f\tmenl Report, 1995. 1996. 1997. 
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Global Trends in FDI 

There was a major spurt in FDI flows 
during the i 980s. In the five years to 1989. 
the flow of net FDI worldwide rose at a 
rate of 29 per cem per annum, three times 
as fast as world trade. This period also saw 
a major changein the pattern of FDI flows 
During 1978-80. the US accounted for 41 
per cent of total FDI outflow of developed 
countries. During 1987*90, the share of 
the US was much lower at 13 per cent. 
FDI flows fifom Europe as well as Japan 
were much larger than those from the US. 

In 1990. FDI outflow from Japan was 
US $ 48.1 bn. the highest among the 
industnaliscd countries FDI outflow from 
France was S 34.8 bn and that from the 
I IS was $ 29 9 bn. Total FDI outflow from 
indu.stnali.sed countncs was $ 222 S bn of 
which Japan's share was about 22 percent 
(Table 1). 

A second major development with re¬ 
gard to FDI flows in the 1980.S was the 
emergence of the services .sector as the 
single laigest recipient of FDI By 1988. 
the share of the services sector in FDI 
outflows from industrialised countries had 
gone up to 60 per cent 

Dunng the late 1980s. FDI was essen- 
iially a north-north phenomenon. Thus, 
about 80 per eent of the FDI flows were 
among the industnaliscd countnes Japan 
emerged a.s a major investor and the US 
.is a dominant recipient of FDI. 

1 he rapid growth in global FDI flow that 
tiHik place dunng the 1980s came to a halt 
after 1990. Between 1990 and 1992. total 
outflow of FT)I declined from $ 230.6 bn 
to $ 186.9 bn (Table 1). In the next two 
years then* was some increase in FDI 
Hows. But, the FDI outflow from 
)ndu.stnaiiscd countries in 1994 wa.s lower 
than that in 1990. 

There has been a marked increase in FDI 
flows’ in 1995 by about 28 per cent bring¬ 
ing the global flow beyond the watershed 
of $ 300 bn. The EDI outflow from 
industnalised countries increased by about 
42 per cent, reaching about $ 270 bn 
(Tables 1 and 3) 

The main reasons for the sharp nsc in 
FDI flows in 1995 are- (1) the huge two- 
way investment between the US and the 
O >; (2) the renewed merger and acquisi¬ 
tion (M and A) activities among indus¬ 
trialised nations; (3) global scale indus- 
tnal restructuring in four fields, namely, 
power, telecommunications, pharmaceu¬ 
ticals and other chemicals; and (4) strong 
> conomic performance enabling massive 
investment which in turn led to tecovety 
m corporate earnings (JETRO 1997]. 


Another significant devekqiment of the 
1990s IS the rising importance of devel¬ 
oping countries as recipients of FDI 
(Table 2). FDI inflows to developing coun¬ 
tries increased from $ 33.7 bn in 1990 to 
$ 1».7 bn in 1996. During 1983-87, the 
share of developing countries in FDI 
inflows was around 23 per cent. During 
1988-90, the ratio was lower at around 17 


per cent. It rose to 35 per cent in 1993, 
and further to 38 per cent in 1994 (Table 
3). The share of developing countnes in 
total FDI inflows declined to 30 per cent 
in 1995 (due to a spurt in FDI flows among 
the industnalised nations), hut it increased 
again to .37 per cent in 1996. 

It IS also imponant to draw attcnticm to 
the growth in FDI outflow I tom develop- 


Tabi l -S FDI FLOWS of East anb Soutm-East Asian CnuNmiiii 


K/SSbn) 

FDI Rows 

I98S-90 

(Annual Average) 

1990 

1991 

1994 


1996 

FDI inflows 







Hong Kong 

1 6 

1 7 

0.5 

20 

21 

25 

South Korea 

07 

08 

1 2 

0 8 

1 8 

2 3 

Singapore 

30 

S6 

49 

5 5 

69 

94 

Taiwan 

09 

1 3 

I 3 

14 

1 6 

1 4 

Indonesia 

06 

1 1 

I 5 

2 1 

4 t 

80 

Malaysia 

1 1 

23 

4(1 

43 

4 1 

5 3 

Philippines 

04 

0.S 

0.5 

1 6 

1 5 

14 

Thailand 

10 

24 

20 

1 3 

20 

24 

FDI outflows 







Hong Kong 

20 

24 

28 

214 

25 0 

27 0 

South Korea 

08 

1 1 

1 5 

25 

3 5 

42 

Singapore 

06 

20 

05 

3 1 

39 

48 

Taiwan 

29 

S2 

1 9 

25 

27 

3 1 

Indonesia 

neg 

neg 

neg 

06 

06 

0 5 

Malaysia 

0 3 

0.5 

04 

1 8 

26 

1 9 

Philippines 

neg 

neg 

neg 

03 

04 

02 

Thailand 

neg 

0 t 

02 

05 

09 

1 7 


Note negsnegligihir 

Soane World line\tment Keporl, 1996, t997 


Tabif 6 Maivix of FDI Sharfs 


I Pei lent} 


Investor _ Host Coumnes/Regions 




East Asia 

AsionNIEs 

ASEAN-4 

China 

Japan 

U-S 

East Asia 

1986 

27 8 

5 9 

17 2 

61 7 

6 1 

- 


1990 

.36 6 

6 1 

.39 7 

95 6 

s n 

0 8 


1995 

37 1 

63 

20 6 

71 6 

64 

7 0 

Asian NIEs 

1986 

26 6 

46 

15 8 

61 1 

6 I 



1990 

.33 8 

60 

36 0 

55 4 

-1 s 

0 6 


^•>95 

34 6 

3.5 

17 9 

69 6 

6 0 

2 if 

ASEAN-4 

1986 

08 

05 

1 3 

0 6 

- 

- 


1990 

24 

01 

3 t 

0 3 

0 0 

0 I 


1995 

24 

22 

26 

3 0 

0 1 


China 

1986 

03 

08 

n 1 



• 


1990 

0.5 

0 I 

06 



0 1 


(995 

0 1 

06 

0 1 

- 

0 3 

- 

Japan 

1986 

25 8 

35 8 

30 1 

10 7 

- 

21 3 

1990 

27 5 

.34 2 

28 1 

>4 a 


.38 7 


1995 

16 5 

24 1 

20 4 

8 3 


86 

US 

1986 

18 8 

29 6 

11 1 

• ^ 8 

51 9 

■ 


1990 

108 

<2 7 

62 

n 1 

23 9 

- 


1995 

12 2 

38 8 

tnx 

82 

48 0 

- 

EU 

1986 

11 4 

154 

It 8 

6 9 

125 

60 1 


1990 

10.8 

14 7 

10 9 

42 

41 0 

45 2 


1995 

12 7 

21 8 

15 7 

5 7 

31 2 

71 6 

Worid 

1986 

100 0 

1000 

100 0 

KX) 0 

1001) 

KHI 0 


(990 

100 0 

100 0 

100 0 

UKin 

100 0 

100 0 


1995 

100 0 

100 0 

100 0 

100 0 

100 0 

10i> 0 


Notes EU for 13 countnes 

US book valLS base, Japan application base (Apnl lo March), .South Knira appiova) base, 
Taiwan approval base, Hong Kong based on questionnaires to manufacluiers, .Singapore 
nianufactuimg;conunitiiienibase,Tba‘land BOI approval base. Philippines IKU ipnr'O'.'' 
base. Malaysia manutacniring, approval base. Indonesia approval base. China actual 
investmrni base 

Source Compiled Imm various statistics by JETRO (1997) 
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wg countries, which increased 6t>in$9 bn 
in 1991 to$52lm m 1996 (Table 3). The 
Asian Newly Industrialising Economies 
(NlEs) have played an important rote as 
suppliers of investment In 1996, FDI 
outflows from the Republic of Korea, 
Taiwan and Singapore were $ 12.1 bn 
while these countries received $ 13.1 bn 
in FDI inflowinthat year (Table 5) Behind 
the FDI flows are tlu' facts that domes¬ 
tically these countries are facing rising 
wages and a consequent weakening of 
their international compctitivcnc.ss, and 
internationally they aic facing competi¬ 
tion by the Association of South-Faist Asian 
Nation (A.SEAN) countnes They arc 
accordingly being forced to aggressively 
invest abroad (o ensure .survival of their 
indu.stnes At the same time, they have to 
attract foreign investment to attain a high 
tcchorientation in their industnes [JETRO 
1997J 

FDI inflows to south, south-east and 
cast Asia grew rapidly during the I9ft0s 
and accelerated further in the 1990s 
(Table 4) Average annual FDI inflow was 
$ 13 8 bn during 1986-^)0, which incrca.sed 
to $ 31 3 bn during 1991-93. It increased 
to $ 55 7 bn in 1994. to $ 65 2 bn in 1995 
and further to $ 81 2 bn in 1996 In icims 
of the share of this region in UAal F'DI 
inflows, the ratio went up from 8 7 percent 
dunng 1986-90 to about 22 per cent in 
1993 (23 per cent in 1996) (Table 4) 

During 1981-85, .south, south-east and 
cast Asia received about a quarter ol total 
FDI inflows to developing countnes In 
the next five years, 1986-90, the share of 
this region was much higher .it about 53 
per cent In recent years, this region has 
been recei ving over 60 per -ent of the total 
FDI inflows to developing countnes 

Within south, south-east and ca.st Asia, 

It the ASEAN countries and China in 
which FDI inflows have grown rapidly in 
lecent years. Thu.s. for ASEAN-4 (Indo- 

Tabu 7 FDI Ountows ibom Fivr Maiiik 
CoilNTRIi-S 

f US S fin) 

Yeais France Germany Japan (IK US 


1982-116 (annual 

average) 10 II 

1987-91 (annual 


a* crage) 

20 

18 

3S 

28 

2.5 

1989 

20 

18 

44 

35 

26 

I9‘MI 

3S 

20 

48 

19 

27 

1991 

24 

2t 

31 

16 

33 

1992 

31 

20 

17 

10 

30 

1993 

21 

■5 

14 

2(. 

75 

'004 

23 

17 

IK 

28 

51 

19 ''t 

!•» 

1.5 

23 

42 

03 

1996 

25 

20 

23 

53 

85 


Sounr Wiiild Rrpnil. t99S, 1996. 

1997 


nesia. Malaysia, Philippines and 1118118181), 

the increase m FDI inflow has been from 
S 6.3 bn in 1990 to $ 17.1 bn in 1996 
(Table 5) The FDI inflow to Oiina has 
increased from $ 3.5 bn in 1990 to $ 35.8 
bn in 1995 and $ 42.3 bn in 1996 (World 
Investment Report, 1997). A large part of 
the increa.se in FDI inflow to China is from 
Hong Kong. A high proportion of FDI in 
China IS believed to be ‘round-tnpping’ 
type, I c, capiUl originating in China, 
flowing to Hong Kong and re-entering 
China [FukushimaandKwan 1995]. But. 
even making allowances for this factor. 


it cannot be denied that FDI in China ha.s 
in recent years risen rapidly. Thus, FD[ 
flowing from the US, the EU and Japan 
to China increased from about US $ 1 bn 
in 1990 to about US $ 8 bn in 1995 
[JETRO I997j. 

As compared with the ASEAN-4 and 
(2hina, the increase in FDI inflow to the 
Asian NIEs (Korea, Taiwan, Singapore 
and Hong Kong) has been relatively sinall, 
from about US $ 9.4 bn in 1990 to about 
US $ IS 6 bn in 1996. Rather, these coun¬ 
tnes have nimedintoaninipoituttsouice of 
FDI flov.’s tor the region fables S and 6). 


Tabu 8A Jafanissf. FDI Outflow 


ft/S $ mn) 



1989 

1992 

1993 

1994 

1995 

1996* 

fotat Invenment 
Woild 

67.540 

.34.138 

36.025 

41,051 

50.694 

24..577 

Noilh Amcika 

33.902 

14.572 

15,287 

17,823 

22,761 

12,655 

u.*; 

32,540 

13,819 

14,725 

17.331 

22.193 

12,008 

huii'pt 

14.808 

7,061 

7,940 

6,230 

8.470 

3.607 


8.239 

6.425 

6.637 

9,699 

12,264 

5,803 

Asia 

8.120 

6,187 

6.510 

9.317 

11.763 

5,443 

.NIFs 

4,901 

1,920 

2,421 

2,865 

3.179 

1,912 

A.St.AN 

2.782 

.3,179 

2.398 

3,887 

4,110 

2,099 

('Iiin .1 

438 

1.070 

1.691 

2..56S 

4,473 

1,432 

i .ilin Aiiitiu .1 

5,238 

2.726 

3 370 

5,231 

3,877 

1.942 

West Asi.vAlniJ 

737 

947 

756 

636 

527 

I9fl 

()i c.iiiia 

4.618 

2,406 

2.035 

1.432 

2.795 

379 

Miinufiu liiiinit 

Uorld 

16.284 

10.057 

11,131 

13,783 

18,623 

11..5.37 

Noilh Anicncj 

9.586 

4,177 

4,146 

4,763 

7,326 


US 

8,874 

3,784 

4.039 

4..575 

7.042 

- 

bur'i|H- 

5.090 

2.101 

2,041 

1,8.55 

1.995 

- 

Asi.i 

3.220 

3.104 

3.659 

.5.181 

8.058 

- 

Fast Asia 

.3,106 

2.897 

3,587 

4,940 

7,762 


Nil- 

1,-347 

439 

7.36 

847 

1.186 


AM>,AN-4 

l,.553 

1,808 

1.474 

2.241 

3.096 

- 

«'hiiM 

206 

6.50 

1.377 

1,853 

3.480 

- 

1 aim Aiihtkj 

196 

268 

364 

l.f.59 

320 


West .Xsia/.Vfnca 

8 

161 

189 

190 

55 


(Ke.inia 

184 

247 

733 

733 

868 

- 


Nrtf • I'lu.i >i,iif of Ihe financial year 
Snuxe It I R( I (1997) 


Tabu 8B Trcnds in Shares nr Japan's FDI Outflow 

(PercenO 



1990 

1991 

1992 

1993 

1994 

1995 

ioliii 

World 

100 0 

1000 

1000 

100 0 

1000 

1000 

US 

45 9 

43.3 

405 

409 

422 

43 8 

turopc 

25*1 

22 5 

207 

220 

152 

16 7 

Hast A.si,i 

12 2 

14 1 

18 1 

18.1 

227 

23 2 

Asian NIFs 

59 

5 3 

56 

67 

70 

61 

A.SBAN 

57 

74 

94 

6.7 

95 

8 1 

China 

06 

1 4 

3.1 

47 

6.2 

88 

Dlliers 

16 8 

20 0 

20.7 

19 0 

19.9 

16) 

Muniifm tui.ni; indusirifs 
Woild 

1000 

1000 

1000 

100.0 

1000 

I00>) 

US 

412 

4.5.2 

376 

363 

33.2 

3711 

F.urope 

297 

219 

209 

18 3 

135 

10/ 

Eusl Asm 

19 3 

2.3 5 

28.8 

322 

3S.8 

41 7 

Asian Nil's 

5 2 

52 

44 

6.6 

6.1 

64 

A.SHAN 

13 1 

15.8 

18.0 

1.3 2 

163 

16 6 

China 

10 

25 

65 

12 4 

13.4 

18' 

Olliers 

98 

9.5 

12 7 

132 

17 5 

91 


Soun r Prepared by lETRO from statistics on investment notified to Inpaaese ministry of finnnee 
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J^HUieseFDI 

Japanese FDI grew rapidly in the 1980s, 
especially after 1985, and by tte end of 
1980s Japan topped among countries in 
terms of in[>l outflow. But, after 1990, 
there was a reversal of the upward trend. 
Japanese FDI declined sharply between 
1990and 1993, from S 48.1 bn to S 13.8 bn. 
There ha.s been a revival in FDI outflow 
from Japan since 1993 (Tables 7 and 8). 
Between 1993 and 1996, FDI outflow 
from Japan increased by about 70 per cent.'* 

The rapid growth in Japanese H>I in the 
1980s can be attnbuied to the following 
(actors: considerable strengthening of 
Japan'sbalanccof payments, liberali.sation 
ol controls on capital outflow, real wage 
increases which rendered many labour- 
intensive industries uncompetitive, land 
scarcity and environmental pollution con¬ 
siderations which led to the iclocation of 
certain activities, rc.source scarcity, and 
iinally a more liberal attitude towards 
loreiipi investment by some A.sian econo¬ 
mies One ol the mo.st important factors 
was the rapid appreciation of the yen 
lollowing the Pla^a Accord of 1985 which 
rcducc*d the conipcUtivcncss of Japanese 
indu.stnes and thus provided impetus tor 
relocation of Japanese firms abroad. 

The recent surge in lapanese FDI since 
1993 seems to be attributable mainly to 
yen appreciation. The rapid growth in 
!:outh-ca.st Asian economies and the po¬ 
tential of exploiting these markets has 
been perhaps anothci contributing factor. 

The dominant part ol Japanese FOl goes 
to non-manufactunng industnes/activities. 
In 1993, about two-lhirds of the FDI was 
in non-manufactunng The biggest recipi¬ 
ent of Japanese FDI i.s the ITS In l*)9S, 
the US received 44 per cent of Japanese 
FDI. The share of ea.st and south-east Asia 
was only about 23 per cent But, if we 
consider only the FDI going into manu- 
factunng industnes, tlic share of east and 
siHith-east Asia was 42 per cent in 1995, 
higher than the share of the US which 
stood at 38 per cent (Table 8). The sector- 
wise composition of Japanese FDI to cast 
and south-east Asia has changed in favour 
of manufacturing in recent years. The share 
of manufacturing was less than half in 
l989anditrosetoaboui(wo-tlurdsin 1995 

Compared with the US and the EU, 
Japan has been mid continues to be more 
iinpoitant as a source of FDI to the east 
and south-east Asia. A higher proportion 
of Japanese FDI is directed to east and 
south-east Asia than is the case with the 
US and the EU. Also Japan accounts for 
a higher proportion ol total FDI inflows 


to east and south-east Asia than the |}l5- 
portion these countries receive from the 
US or the EU. However, the share of Japan 
in the total investment received by the east 
and south-east Asia has been declining 
since the end of 1980s. This has been due 
to a rise in investment within the region, 
in paiticular that from the Asian NIEs. 
Another contributing factor has been the 
increase in investments made by the US 
and the EU, lured by the growth potential 
of the region. 


In this context, the importantjok that 
Japanese FDI has played in promoting 
economic growth of east and south-east 
A.sia needs to be emphascsed. Indeed, for 
the 1980s and early 1990s, one can find 
a close correspondence between the year- 
to-year vanations in FDI flows from Japan 
to this region and the rate of economic 
growth of the region For some countries 
of the region, Japanese FDI constituted a 
sireablc pait of gross domcstii fixed capital 
formation, so Aat Japanese FDI contnb- 


rABu- 9 Ratio of Overseas Manufacturing oi Japan. US and Cikmant 

IJV teni) 


Country 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

Japan 

30 

.3 2 

40 

49 

57 

64 

60 

62 

74 

US 

166 

19 9 

22 0 

23 9 

24 1 

26 4 

27 6 

26 0 

25 2 

Germany 

16 6 

15 2 

15 6 

16 9 

180 

17 9 

18 1 

182 

na 


Note% (I) Uvrrscds inanufactunDg ratio = Turnover of manufactuiinK subsidionn overseas / 
turnover iif domestic manufnctunng (2) Figures for Japan ore on financial year basis and 
those foi others on calendar year b^is 

Stmrtf JETRO. JllRO FDI Survey 1996. p 42 The inforiiiation has been compiled by JETRO' 
from vaiious data sources (i) data on Japanese compunic.<. available i»tih the MITl (Japan), 
till Survey ol Current Business. Quarterly Finoneiol Repon (U.S) and Monthly Report, and 
(III) Kapitalvcrflerhtung mil dem Ausland (IJcutsche Bundesbank) 

Iabij: 10 Rloionai Sharks of Cross-Borirr M and As 

I Pei lent) 

In-Out _ Out In 



I990~ 

1995 

1990 

1995 

World 

1000 

1000 

1(X)0 

1IX).0 

InduMnalued i oumnes 

95 4 

89 4 

83 1 

70 3 

Ebrope 

61 0 

45 4 

41 1 

31 7 

EU 

57 0 

41 9 

37 6 

30 9 

Belgium 

04 

32 

07 

22 

France 

14 0 

57 

39 

56 

Germany 

10 0 

92 

50 

27 

Netherlands 

26 

49 

1 3 

1 1 

UK 

160 

106 

15 7 

153 

Switzerland 

3 1 

25 

27 

04 

US 

136 

27 8 

34 0 

26 2 

lapan 

15 7 

69 

0 1 

07 

Developing i tmnirirs 

47 

10 5 

II 3 

27 7 

Latin Ameiica 

02 

I 1 

5 I 

46 

Asia 

44 

8 8 

5 9 

12 8 

South-east Asia 

30 

8 

5 7 

12 5 

Hong Kong 

07 

1 7 

1 2 

04 

Singapore 

04 

1 1 

04 

03 


Notet (I ) Based on value 

(2) 'In out' means M&As of foreign companies by companies of home countnes 
(1) 'Out-in' means M&As ot companies of home counUiev by foreign countries 
(4) 'IX’vcIoptiig countneB’ do not include former Soviet thiion tn eastern Europe, etc so 
lolal share of industrialised countnes and developing countnes do not mulch figures 
given lor the world(100 pei cent) 

Siiune Prepared by JETRO from World Invesimi.u Repint. 1996. UNCTAD. (JETRO, 1997) 


Tabie 11 M AND A AND Nkwly Sftui>/Expansion of Firm bv Maior Codntriis in Tin US, FW4 

(Numbri fmn) 



Total 

M and A 

Setup/Evimnsion 

Others 

Cases 

Value 

Cases 

Value 

Cases 

VuJui 

Ca.ses 

Value 

UK 

48 

20,630 

36 

17,8.56 

10 

996 

2 

1.77h 

Germany 

20 

2,777 

9 

1,873 

6 

691 

5 

211 

France 

12 

2.814 

6 

2.518 

3 

62 

3 

213 

Canada 

29 

4,2% 

21 

2,789 

6 

.503 

2 

I.IK)3 

Japan 

107 

4,344 

31 

853 

60 

3.078 

16 

413 

Total 

216 

34,863 

103 

25,892 

85 

5.3.32 

28 

3.618 


Note Foreign Direct Inveslmcnl in US Transacltons in 1994 
Souiie JETRO. JETRO FDI Survey 1996. p 16 
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uted to gmwth directly by augmenting 
invesuble resources. But, if we consider 
the region as a whole, the share of Japa¬ 
nese FDl in domestic fixed capital forma¬ 
tion has been only modest. Thus, the main 
conUibution ot Japanese FDl to growth 
must have cmanat^ from the favourable 
efIecLs ot FDl in terms of cost reduction 
and export pnimotion. Since Japanese FDl 
in this region has mostly been efticiency- 
sceking type, such effects of FDl on cl- 
ficiency and exports are to be expected 
It needs to he pointed out. however, that 
in recent years there has been a two-way 
relationship between Japanese FDl and 
cast and south-east Asia and the economic 
growth ol the region FDl ha.s contributed 
to the gmwth of the region through cost 
reduction and export promotion On the 
other hand, the rapid growth attained by 
the region has attracted more FDl to the 
region, as growth has led to the expansion 
ot dome.stic markets 

It may be useful to point out here certain 
other featiiics of Japanese FDl 

(1) The ratios ot overseas manufacturing 
IS relatively low for Japan Making a 
companson with the I IS and Germany, it 
IS seen that the lelcvaiit ratio was 6 2 per 
cent lor Japan in 19'>2. white it was 26 
per cent tor Ihc US and IK 2 per (.enl toi 
Germany (Table 9) 

(2) Mergers and acquisitions (M& A) li.ivc 
been tiie most typical measures adopted 
by the big husinc.ss in a scene ot inlei- 
national competition Indeed, a iatge part 
ot the FDt Hows among indiistnalised 
countries involve MdfeA Uiit, Japanese 
business has tarn lagging behind in this 
respect 11 wc umsnlei the in-oui vjuetv 
of cross-borilcr M&As (doinesi.c to (oi 
eign), the share of lapan in 'utal MiVAs 
in 199.‘5 wa.s 6 9 percent, while ihc sha.es 
ot the US, ihe UK and (ierin.iiiy were 
27 8, 106 and 9 2 per cent res|K*itivelv 
(Table lOj The lelatively lowci inv<ilve 
metil ol Japanese business in MA'A is 
brought out also by Table 11 which shows 

Tabu 12 ('(impakwin oi Iapanim anm US 
M ANii A. 1994 

iNumhri) 


Type niirction J.ipan US 

laimeslii-iluiiicstu 346 1 S70 

DoiiKstii lo ioitipn 304 613 

Foreign lo iloincstic 46 421 

Total 496 4.63S 

Cases with value known 
Numbei 34X )X4t 


Value 6lS(bn yen) 272(i ba) 

Sounr (ETR().3/,/Ar<'3//4/.S«rievl996,p 17 
Mertfeti anJ 4. ijuiKiwms, May-June 
, 199S, Sind (l.iiwa Sis unties stniislual 
data (if M aiul A 


MAA and newly set up/expanded firnis 
by major countries in the US in 1994. 

(3) While Japanese firms are not using 
MAA within the country, for outside 
investment there is a growing tendency to 
resort to MAA (Table 12). Mo^ of the 
cross-hordci MAA by Japanese firms are 
concentrated in the US and Asia. Thus, 
out of 212 total ca.ses of MAA by Japanese 
firms in 1995. 76 cases were in the US 
and 80 cav's in Asia (19 in Asian NIEs, 
36 in A.ShAN 4 and 17 in China). During 
January to .September 1996, there were 
188 casi's of MAAs, of which 65 were in 
Asia It may be added here that the MAA 
by Japanese companies in Asia has gen¬ 
erally involved a small size of invc.stnient 
lire ob)i‘ct ol these MAA has been less 
ol •invc.siments’ and more of strengthen¬ 
ing relations lor .securing sources of sup¬ 
ply o( products [JETRO 1997] 

(4) Alter establishing themselves well in 
(he host lountry, the Japanese affiliates 
have been laising loans locally for invest¬ 
ment Duiing ti.scal 1994, direct invcsl- 
meni bv l.ipane.sc aimpanies in Asia was 
li .5 2 bn Reinvestment (through loans 
raised loiallv or ploughing back ot prof¬ 
its) was I* 1 bn Thus, total investment 
weie 1. 1? : bn IJliTRO 1997] 

(5) Maior industries of Japanese FDl in 
.As!) .lie elictionics/ clectncals, machin¬ 
es and ii,insport equipment, assembly 
lypt' Also III Asia, small- and medium- 
si ale III ms I some arc keiretsu ones, others 
indepeiideiu) are ma)or investors from 
Japan i>i terms ol the number of tnvc,st- 
nieiUs, will' li is quite different in fcatuic 
Iroin llMist of the US and Hurope Share 
oi small antliiiedium-scalenrmsinteims 
Ilf (lie nuinhei of investments in Asia is 
ah.uu to pel cent, hut It is only 20 per 
lei’i III leini', (rl sales 

16 ) I’iolit.ihility ot I.ipanesc FDl is very 
low c>inip.ireci lo lhat of US and some 
l-t'iopi-aii il)]. hui It IS relatively much 
liiglici III Asm Indeed, Asia is the most 
lemunei .III «e<irea for Japanese FDl, which 


compensates for losses and veiy small 
profits made from the investment in the 
US (Tables 13 and 14). These relatively 
high profit rates assure Japanese firms 
their re-investment fund in host countries 
and remittance of returns to the parent 
companies in Jtqian. 

Since 1993, ttere has been a surge of 
FDl from Japan to many parts of Asia 
(caused by yen appreciation), as also 
significant FDl flows within the region. 
With an increase in wages and currency 
appreciation in the Asian NIEs, these 
countries do not remain the favourite targets 
of Japanese FDl. Rather, this investment 
has now gone to ASEAN countries, which 
have also received FDl flows from the 
Asian NIEs and from industrialised coun- 
tnec outside the region as well. Another 
important development in recent years is 
dial there has been a change in the objei - 
lives of the Japanese FDl in Asian coun¬ 
tries. from that of utilising cheap labour 
to produce for exports to the US and 
Eunipc, to taking advantage of growing 
markets in Asia and to produce final con¬ 
sumer goods for this market. 

Four major factors have been contnb- 
uting to the rise in FDl in Asia. These arc 
(1} Ihc worsening of competitive position 
ot Japanese i ompanies caused by appre¬ 
ciation ol the yen since 1993, (2) nsing 
wages in Ihe NIEs (also, increasing proh- 

T*BII 14 CuRHrNI Pl«»n/.SML‘ Tiknovib 
Iapani Si MNFs anu I.IS MNI's 

1 /Vi 4 rnO 


Country 

1990 

1994 

Japanese MNEs 

World 

1 U 

1 2 

East Asia 

29 

42 

US MNEs 

World 

57 

50 

East Asia 

80 

7.3 


Siiurif JETRCI, JETRO Intfmatunuu Trade 


Xunei 1996. pp 48-49 Calculaied by 
(he authors (Basic sources ot data are 
MITI and U.S Direit Investment 
Abroad) 


FABit 13' PnoFir Raiv of FDI or Non-US Firms in mt US 

(Per tent) 


1990 

1991 

1992 

1993 

1994 

l“95 

a US 0 8 

-0 7 

0.3 

1 3 

44 

60 


Can.iilijii 

02 

-3 6 

1 6 

22 

65 

80 

bll 

1.9 

1 0 

20 

28 

53 

72 

UK 

10 7 

74 

5 1 

58 

70 

99 

Fii nch 

-5 4 

-2 2 

-0 4 

-0 1 

-0 2 

47 

Ol riniin 

-0 5 

2 7 

-12 

00 

5 3 

38 

l,atin Aineiiian 

0 1 

-1 9 

-2 9 

OU 

44 

3 7 

Asian 

-1 8 

-3 3 

-3 2 

-2 8 

1 0 

30 

Asian NIFs 

-48 

-7 8 

-8 8 

-5 3 

53 

22 

A.ShAN-4 

-3 2 

-0 3 

-15 2 

- 11 1 

-1 3 

0 5 

lapanesc 

-1 3 

-2 8 

-2 2 

-2 3 

1 0 

30 


N4ite Protil Kale ot 1131 s Profit / Annual Average of FI>1 Assets 

SoutLC Compileil from ‘Survey of Current Business' by JETRO, lETRO FDt Survey 1997, p 7 
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lems of environmenial pollution): (3) 
inftas t iuctiue investinent and teclmology 
upgradation in ASEAN countries putting 
them in a better position to receive the 
transfer of higher technology products; 
and (4) risutg final demand in Asia thanks 
to the rapid growth attained by several 
countries of the region. It must be added 
here that while PDI flows to the Asian 
region lured by a growing market is on 
the rise in recent years, the main stream 
of PDI in the region still remains the 
efficiency-seeking type, i e. outsourcing 
to achieve lower production cost and aimed 
at the export market. 

The flows of FDI in Asia have shitted 
ovei time from Asian NIEs to ASEAN and 
further to China, broadly in line with the 
flying geese pattern.^ ^I has played a 
key role in the process of development of 
the region As less developed countries 
have caught up with the more advanced 
ones, industrial restructuring has taken 
place facilitated by FDI that has enabled 
both the ‘catching-up’ and the ‘caught-up* 
countries to move upwards on the ladder 
of t.idustnali.sation white maintaining the 
international division of labour This 
process of indu.stnal development of Asian 
countries in which FDI has provided the 
required dynaniism is reflected in the 
changing trade structure oi the countnes 
As industries have been shitted from the 
'caught-up' countries to the ‘catching-up' 
countries, the structure of trade of the 
latter group has transtoimcd more and 
more towards the trade structure ot 
industrialised countnes. 

Hie process of industnal development 
and industrial rcstruciuiing facilitated by 
FDI has caused the countnes of the legion 
to get increasingly intertwined through lin¬ 
kages tiade, FDI and technology transfer. 

As shown in Tables 15 and 16, Japan 
has created a specific tiadc pattern with 
east and .south-ead Asian countnes. with 
a large amount of trade surplus for Japan 
Japan had a huge trade surplus with the 
US until the late 1980s and then shifted 
some of it from Japan to the east and south¬ 
east Asian countries. Now Japan holds a 
large amount of trade surplus vis-a-vis 
cast and south-ea.st Asia. This is, in a 
•sense, ‘bypa.s.sing export from Japan by 
way of east Asian countnes’, although one 
can see that in the process there has been 
development of local manufacturing firms 
and vendors to a certain extent. This should 
not be taken to mean that south-east Asian 
countries are ‘enclaves’ of Japan, the US 
and the NIEs. But. it should be recognised 
that the countries of east and south-east 
Asia are incorporated in the stnicture of 
division of latour in this region led by 


Japan, which has been and continues to be 
a supplier of basic materials, sophisticated 
parts and components and machinery. 

Generally speaking. MNEs prefer to 
invest in developing countries with 100 
percent shareholding or majority holding. 
This is faciliuted by the favourable poli¬ 
cies of the host countnes which are often 
compelled to adopt such policies since 
they are competing with neighbounng 
countnes to entice foreign firms. One of 
the reasons for this preference of MNEs 
is the advantage they get in internalisation 
of business transactions. The proliferation 
of ‘intra-finn’ trade is one of the results 
of thischaractci of MNEs* business prac¬ 
tice. This IS typical forthe US MNEs (both 
of export and import). Japanese MN& are 


increasing die rate of intra-firm tiade, Iwt 
more so with their export to subsidiaries 
in host countries, less with their impoits 
from subsidiaries. This is another expla¬ 
nation of Japan’s huge trade surplus widi 
east Asian countnes. 

One implication of the above-mentioned 
trade structure in cast Asia relates to the 
so-called east Asian economic crisis. One 
may argue that the ea.st Asian economic 
crisis should be viewed and explained in 
the context of wider externa! economic 
relations, or more in terms of international 
finance, particularly of ma«.ro-ruiancial 
management. However, as everyone 
knows, trade balance is one of the baste 
fundamentals and main components of the 
current account If a developing country 


Tabix is Sham s df US, BU, Jai>an and East Asia in Iktuinationai TxANSAmoNS in Easf Asia. I99S 


Country 

US 

EU 

Japan 

East Asia 

Total 

Export 

Singapore 

18 ^ 

13 4 

78 

449 

1000- 

Hong Kong 

21 8 

ISO 

6 1 

44 1 

100 0 

Taiwan 

23 6 

13 1 

II 8 

.52 5 

100 0 

.South Korea 

19.3 

12 2 

136 

32 1 

1000 

Malaysia 

207 

14 2 

12 7 

404 

100 0 

Thailand 

17 8 

ISO 

16 7 

30 7 

100 0 

Philippines 

3S8 

17 3 

16 0 

24 4 

100 0 

Indonesia 

167 

17 0 

29 8 

28 8 

100 0 

China 

16 6 

12 9 

19 1 

.36 8 

100 0 

East Asia 

200 

13 8 

no 

40 0 

1000 

Import 

Singapore 

I.S 1 

13 3 

21 1 

37 1 

l(X>0 

Hong Kong 

77 

108 

14 8 

.59 5 

1000 

Taiwan 

20 1 

14 4 

29 2 

19 2 

100 0 

South Koie.i 

22 5 

134 

24 1 

15 0 

1000 

Malaysia 

16 3 

152 

27.3 

30 7 

i(X)0 

Thailand 

MS 

15 1 

29 2 

23 5 

HXIO 

Philippines 

184 

10 8 

22 4 

28 2 

UX)0 

Indonesia 

9 5 

21 1 

27 8 

27 5 

KXIO 

China 

12 1 

16 1 

22 0 

32 6 

100 0 

East Asia 

14 4 

139 

22 8 

32 6 

100 0 

FDI flow 

Singapore 

42 8 

31 1 

2.3 8 

na 

moo 

Hong Kui'g 

137 

18 0 

53 2 

0 3 

l(X)0 

Taiwan 

43 6 

8 3 

19 5 

139 

100 0 

South Korea 

33 2 

24.«; 

21 5 

68 

100 0 

Malaysia 

197 

/9 

22 9 

35 3 

100 0 

Thailand 

15 7 

13 7 

47 8 

32 0 

1000 

Philippines 

94 

27 

75 1 

119 

noo 

Indoncsi i 

69 

22 4 

95 

II 2 

100 0 

China 

82 

70 

83 

64 1 

1(X)() 

East Asia 

10 6 

14 9 

17 6 

33 1 

100 0 

Loan bolamo cjmud over by BIS reporting private banks (as on 

end of 1996) 


Singapore 

30 

54 3 

31 1 

na 

100 0 

Hong Kong 

42 

41 6 

42 2 

an 

100 0 

Taiwan 

14 2 

56 6 

120 

m 

100 0 

South Kuiea 

94 

3.3 8 

24.3 

na 

KMX) 

Malaysia 

10 5 

41 4 

36 9 

na 

1000 

Thailand 

72 

27.3 

53 5 

na 

l(K)0 

Philipr ncs 

29 4 

47 6 

117 

na 

100 0 

Indonesia 

95 

37 8 

39 7 

na 

1000 

China 

49 

47 4 

.32 3 

na 

lUOO 

East Asia 

63 

43 2 

35 4 

na 

100 0 


Soune» IMF, Direction of Trade Yearbook 19%, JETRO. FDI .Survey 1997 (in Japanese) BtS'.Thc 
Maturity. Sectoral and Nationality Dinnbuuon of International Bank Lending. .Second 
Half 19% (Basle June 1997) rqiroduced from M Kawai, 'The .Structure ul I urfaulence of 
East Asian Currencies' (in Japanese); .Sekai December 1997, p Itt 
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keeps a huge trade deHcit for a tong time 
and IS not successful in upgrading her 
tiHhnoiogy and human resources, it is 
very difficult for her to keep on attracting 
ton’ign capital and maintain an exchange 
rak' thalisahitappieciatedfforthe purpose 
of making up for current account deficit). 
We may say, a huge trade defiat sustained 
tor a long time is bound to bring the 
developing country to .some serious cn.sis. 
Thailand is a typical case and it is not a 
coincidence that the figures of hci trade 
deficit with Japan have been very close 
to her cunent account deficit Tterc are 
othei similar cases in ca.si Asia It should 
be underslncxl that the trade relationship 
ot Japan with east and south-east Asian 
countnes characten.scd by a huge trade 
surplus in tavoui of Japan is a structuial 
one generated hy FDI, trade, technology 
(transler). disinbution, and so on 
The real issues is whethci the cuiiently 
prevailing trade relationshipul Japan with 
Asian countnes with a huge ttadc suiplus 
m tavourol the fonnei is )ust a temporary 
one or a more long-standing, structural 
one ll seems to us that it is the lattei ^ 
'lire ti ade patternut Japan and South Korea 
IS the typical vase A( tlie iisk of some 
ovcisiniplihcatum, it may he said that 
Japanese 1131. and later that from Asian 
NIFs. have toinuil<ilcd/a<l|usted tins slmc- 
ture in line with me levels of levhiiology 
of each country, economu polu y, laltoni 
conditions and so on This way one t an 
uiiderstanil the Pying gee.se paiicin ob¬ 
taining in Asia with the pr.oial loie of 
Japan to My in the lead and provide lapif.il 
and technology 

This means some kind of slratitu alum 
of the counii les in .mm uad soctli cast .^su 
One can classily llx'se .\skui .ouiilnes as 
follows (Dobson and Viit I*'97 '‘'?J 
Innovation dri ven - high 1 1 rm \ <■ hie .ulded 
Hong Kong, Taos an. 

Investment driven high fii in value .ulded 
SingaiToie 

Investtiieiit dtiven - medium firm sahie 
added Malaysia. 

Factor di i ven ■ medium firm value added 
Thailand 

Factor Jiiven - low firm value added 
Guandoiig, Indonesia. Pliilippincs 

V 

Econometric Analysis 

With a view to analysing the important 
determinants of FDI flows to Asian coun¬ 
tries, an etonomcinc exercise has been 
unde'taken It is based i<n panel data 
coverme 11 developing coiiiiines of ea.st, 
south-east and south A-sia** tor the period 
19X5 to 19')4 .Sepaiate anafy.s('s have been 
earned out lor Japanese I'DJ and total 1131 


from all sources (to the 11 countries). 

The haste model for FDI flows has bran 
specified as follows: 

FDI, = a,, f a, GNP,., + aj AONP, 

-I a, (1/GNP),., + XR, + a, OP, 
where 

FDI, .= intlow of FDI (to a particu¬ 
lar country) m year t; 
GNP, I ■= thcIcvclofGNPinyeart-l; 

AGNP, = change in GNPbetween year 

t and t-l; 

iI/GNP),., • the ratio of domestic mve.st- 
ineiit to GNP in yeai t-l, 
XR, - the exchange rate tn year t, 
defined as the ratio of do- 
nx'stic currency to US dollar; 
OP, - degtee of openness of the 
economy in year t, measured 
as the ratio of expoits plus 
imports to GNP. 

Die nuHl.-l mostly lollows the specih- 
t ill ion > isei 1 1 n a SI udy of I INfJTAD (1993). 
To hung some iimforinity in the data set. 
all llowsli iv.'been expreased in US dollars 
Ihe lime senes on exchange rate of dif- 
feienl lounuies have been cxpiies.scd as 
milk e. 

•Siiue, loiMi.sstiidy panel data arc used, 
I he est iniai ion < it equations explaimng FDI 
I lows has ti.-e;i done hy panel data e.sti- 
ni.iim.' lechiiiq'ics. namely, fixed and 
laiidoin etieiu model Re.sults of both 
models lie ii'.'scntcd The Lagrange 
miiliipiiei iii<l M.iusman le.st indicate the 
i.iiidoni I I'eiis model to be the appropri¬ 
ate one li'i ilie equations estimated for 
lap.iiiesi M <1 <;n the other hand, for the 
csimi.iies >1 the equations for total FDI. 
thel ..giaiigi miillii'heiandHausmantcsIs 
la’ oiii ihe li\id ellects model ’ 

h: < ■>! do I msion above, it was pointed 
(/III th,ti 'lie ^llu.ltlo^ in the 1990s has been 
III soni. mipoiiaiii lespccts different from 
(hat III III.' I'lKOs 'I hi re has been a shitt 
of (.ipaiijsi IJ)1 Itoiii the NIEs to the 
ASl'.AN counines In order to capture this 
asiK 1 1 iiulie ecoiiometnc model, adummy 
variable has )<een included among the 
explaiialoiy v.inabius The dummy van- 
able takes value one tor observations for 
ASl \N coumiii s lor the 1990s and «5ro 
othciwise 

In (be eipiaiKiiis estimated for Japane.se 
FDI I low* n aiiempt has been made to 
captuie ihc elLct ol trade flows on FDI 
flows Foiihi.spuiiHisc.twoadditional ex- 
plana'oiy variables relating to trade flows 
with Japan have Ix-en tned. (i) imports from 
Japan as a ratio to GNP (MJAP/GNP); 
(ll) balance of trade deficit vis-a-vis Japan 
as a ratio to GNP iBOT-DFCT) 

The iic.su Its of eionometric analy.sis arc 
pre.scntcd in Tallies 17, 18 and 19. In 


Tables 17 and IS, the estimates of equa¬ 
tions for explaining Japanese FDI flows 
are given, while in Table 19. such esti¬ 
mates fm’ total FDI flows are diown. 

The results indicate ctearly a strong 
positive influence of the size of the 
economy on FDI flows. This finding is in 
agreement with the findings of the 
UNfTTAD snidy (1993) mentioned above. 
The effect of GNP on total FDI inflow is 
found to be larger than that on Japanese 
FDI inflow This is pertiaps indicative of 
the fact that si/e of the local market has 
been a matter of less concern for the 
Japanese firm in investing in A.sia as 
compared to investors from other 
industrialised countnes 

A significant positive relationship is 
found between exchange rate and the rate 
of FDI inflow This rclatioaship is stron- 


7'abie 16 Tkaih. Balami oi Easi Asian 
E roNimiis AND Tift m Bai ancfs wim Japan 
U (lemaiu t ba\t, $ inn) 



1990 

1995 

.South Koiea 

Export 

6.S.ni6 

125.058 

lini'oit 

69.844 

135.119 

Trjtle Balance 

-4 828 

-10 061 

Balance with Japan 

,S,936 

- 15.554 

Taiwan 

Export 

67,214 

111.659 

linpoit 

S4,716 

103.550 

Trade Ralante 

12.498 

8.109 

Balance with lapan 

-7.661 

-17,109 

Hong Kong 

Export 

82,035 

174.562 

Inipon 

82.376 

193,652 

Trade Balance 

-341 

19,090 

Balance with Japan 

-8.578 

-18 090 

.Singapore 

Export 

52.892 

119,654 

Import 

61,003 

125,939 

Tiade Balance 

-8,111 

■6,285 

Balance viih lapun 

-7 691 

-f 7.301 

Indonesia 

Expo.l 

25,675 

45.418 

Import 

21,837 

40.629 

Trade Balance 

3,838 

4.789 

Balance with Japan 

.5.624 

3,072 

niilippiiies 

Export 

8,186 

17,370 

Import 

12.206 

26.333 

Tt^c Balance 

-4.020 

-8.963 

Balance with Japan 

-616 

-3,222 

Thailand 

Export 

23,040 

56.478 

Import 

32.986 

70,827 

Trade Balance 

-9,947 

-14.349 

Balance with Japan 

-6.162 

-12,153 

Malaysia 

Export 

29.499 

74,121 

Import 

29.303 

77.799 

Trade Balance 

195 

-3,677 

Balance with Japan 

-2,365 

-11,816 

China 

Export 

62,091 

148.770 

Import 

53.345 

132,078 

Tr^e Balance 

8,746 

16.692 

Balance with Japan 

1,423 

-542 


Sourre ConfHletlftDmvanoiissiaiKiicsbyJETRO 
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ger io die case of JafNiieae FDI dum total 
FDL It may be not^ in this connection 
that a lower (depreciated) exchange rate 
should improve the compedtiveness of an 
economy. Since theJapaneseFDI has been 
mostly the efficiency seeking type, the 
finding of a strong relationship between 
exchange cate and flow of Japanese FDI 
is to be expected. 

The dummy variable for ASEAN coun¬ 
tries for the 1990s has a significant posi¬ 
tive coefficient in some of equations 
estimated fm Japanese H>I. which seems 
to be a reflection of the shift of focus of 
Japanese FDI from NlEs to the ASEAN. 
On the other hand, no significant shift is 
indicated in total FDI inflows. 

The coefficient of the change in GNP 
variable is consistently positive and it is 
statistically significant in some of the 
equations estimated. This re.sult is in 
agreement with the findings of the 
IINCTAD study, which found the rate of 
(hangc in GNP to have a .significant effect 
on FDI inflows The coefficients of the 
ilomcstic investment variable and the 
openness variable have the expected 
positive .sign The ccvllicient of the do¬ 
mestic tnvc.stment variable is .statistically 
.ignificant at the 10 percent level in some 
ot the equations estimated for Japanese 
(T)I But this IS not so in the equations 
estimated fur total FDI On the other hand, 
ihi' openness variable has statistically 
significant coelticicnts in some oi the 
equations e.stimated for total I’D! flows, 
hut not tor Japanese FDI flows. Thus, the 
lesults of cconometnc analysis provide 
some support to the hypotheses that greater 
openness and higher levels of domestic 
investment activity attract higher levels of 
FT>1 inflows But, Japanese FDI appears 
to be less influenced by the degree of 
luficnness of an economy as compared 
with FDI flows from the US and Europe. 

The vmiables representing trade flows 
with Japan are found to be sigmfkant 
determinants of FDI flows. The coeffi¬ 
cients are positive and statistically signifi¬ 
cant at 1 per cent level. The results seem 
to indicate that the higher the impoits from 
Japan and the gietier tiie trade deficit 
vts-a-vis Jap«, the larger is (he FDI flow 
from Japan.- 

One may raise here a question on the 
directum of causation and argue that there 
IS a two-way relationship between trade 
flows and FDI flows. The significant 
poshive relationship found between trade 
deficit with Japan and FDI flow from 
lapan is perhaps a reflection of this two- 
relationship. Nonetiieless, the statis- 
ticd results are consistent with die obser¬ 
vation made earlier that the Japanese Rol¬ 


led industrial restructuring of oountries of 
the east and south-east Aria has resulted 
inahuge Japanese trade sutpius with these 
countries. 

VI 

Conclusion 

FDI inflows to south, south-east and 
east Asia grew rapidly in the 19806, and 
have grown at an accelnated pace in the 
1990s. In 1995, FDI inflows to this region 
accounted for about two-diiids of total 
FDI flows to developing conntries. 

The flow of FDI in Asia has shifted over 
time from Asian NIEs to ASEAN, and 
furthm- to China. With rising wages and 
currency appreciatirm, Asian NIEs have 
lost their attractiveness ss a destination for 
FDI flows. Rather, these countries have 


become an important source of FDI flows 
for the region. 

Japan has been and continues lobe the 
main .source of FDI flows to Asia. Japan’a 
share in FDI flows has, however, come 
down, with increasing FDI flows from the 
US and the EU, and growing FDI flows 
among the countnes of the region. 

Japanese FDI has played a very impor¬ 
tant role in promoting the economic growth 
of east and south-east Asia, through cost 
reduction and exp(»t promotion. Facili¬ 
tated by FDI, tbm has been industrial 
restructuring in the region and changes in 
trade flows, enabling countries of the region 
to move upward on the ladder of 
industrialisation while maintaining inter¬ 
national division of labour. In the process, 
the countries of the region have become 


Table 17- Pabamfitii Bstimatbs fob lArANEsr FDI Flows Equahon (Ratidom Epfetts Model) 
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Equoiions 



(11 


(3) 

(4) 

GNP,i 

0.00I9*** 

00016*** 0.0(tt0*** 

0 0018*** 

(3.03) 

(290) 

(3 85) 

3 05) 

AONP, 

00032* 

00024 

0.0020 

00023 


(195) 

(ISI) 

(1 3.5) 

(1.52) 

(I/GNP),., 

0 382 

0449 

0 447* 

0475* 

(122) 

(MO) 

(1 67) 

(167) 

XR, 

279 7*** 

208 I** 

288 !*•• 

287 1*** 

(3.20) 

(2.48) 

(3 76) 

(3 49) 

OP| 

18.32 

16 70 

646 

8 32 


(142) 

(135) 

(0 58) 

(070) 

Dummy 


326 7*** 

140 3 

147 6 


(3 42) 

(1-54) 

(148) 

MJAP/GNP 



3575 2*** 





(5.59) 


BOT-DFCT 




3537 1*** 

R* 




(3 88) 

-0009 

0 18 

046 

0 27 

Lagrange multipliei test suustics 98.8 

71 0 

62 6 

82 1 

Hausmon test saiaiisiics 

78 

11 1 

73 

70 


Notex t-ratia'i in paicnlheies 

* sUttistically •signiricant at 10 per cent level 
** statistically significant •! 5 pw cent level 
*** statistically significnm at 1 per cent level ' 
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(25 

-(IT 

(3) 

OW|-I 

0.0025*** 

0.0020** 

ooo:3*** 

0 0020** 

(3.05) 

(2.52) 

•(3 25). 

(2 60) 

AGNP, 

0.0035** 

00027 

00019 

0 0024 


(105) 

(1.63) 

(1.28) 

(1 -51) 

(WINP),., 

0.315 

0.393 

04.54 

0473 

(099) 

(128) 

(165) 

(1 63) 

XR, 

305 3*** 

267 9*** 

273 3*** 

301 9*** 

(3.25) 

(2 91) 

(3 34) 

(3 48) 

OP, 

19.04 

15.65 

8 11 

8.17 


(1.42) 

(120) 

(0.69) 

(066) 

Ooinmy 

MJAP/GNP 

BOT-DFCT 


273.2*** 

(274) 

66.4 

(0.68) 

4478.8*** 

(4 93) 

808 
(0 75) 

4159 0*** 

(166) 

R* 

0.64 

0,67 

0 75 

072 


Npler t-ntios in paienthefea. 

* statistically sigatficanl at 10 per cent level 
** statistically significant at S p» cent level 
*** siatisncsily significant at I per cent level. 
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increasingly inteitwined through linkages 
ui unde, FDl and technology transfer. 

While countne.s nl cast and south-east 
Asia have gained considerably from in¬ 
dustrial restructuring and the development 
facilitated by FDI. especially Japanese FDl, 
in the process, Japan has created a big unde 
surplus with the countries of the region. 
This Unde surplus is not a temporary one, 
but a more long-standing, structural one 
The large trade deficit of east and south¬ 
east Asian countries with Japan, if sus¬ 
tained for a long time, is bound bring these 
countries to some serious economic ensis 
which will have strong adverse effects on 
the Japanese economy. For the macro- 
stability of east and south-east Asia, Japan 
should absorb/ import more products from 
this region and foster a more complete 
technology transfer to the host countiios 

Notes 

[An earlier version of this paper was presenicd 
in an intemational seminar on ‘Iniemational 
Economics and flevelopmcnt Asian Experience’ 
held at the Institute of Economic Growth, Delhi 
on March 16-17, WS We thank Cturanpv Sen, 
the discussant of the popri, and other participants 
ti.i their comments ] 

1 .See in this context u leccnt survey of litoialure 
on FDl m developing countries done by dc 
Mello (1997) Kaihuna (1998) has studied 
technology spiliuvers from FIJI in Indian 
manufacturing finnsempin(.ally and has found 
significani indirect benefits from FDl 

2 'This IS known as expurt-onentrd FDl nr 
efficiency-seeking FDI 

3 Some investment protects aimed at local 
markets are undertaken despite highet 
production custs than in altci native sites 
overseas because the costs are more than 
compensated for by savings in tanit and the 
prospects of rising demand and highci 
productivity in future Typical rxaniplc'i 
include investments from industrialised 


countries in the automobile indusby in ASEAN 
countries and the higher-end consumer 
electronics products m China [Fukushima and 
Kwan 1995 14] 

4 Japanese FDI outflow reported in Tables I and 
7 ore from World lavestmtni Ktport, while 
those reported in Table 8 aie from the ministry 
oi finance of the Japanese government 
Ciiiiiparing the two sets of figures, large 
differences will be observed The figures in 
World Investment Report tat based on balance 
ol payments data TIk data on outward FUl 
reported by the ministry of finance are hosed 
on nuttficoUim by companies to the ministry 
prior to their invesiinem This tends to 
oveiestimale the amount of actual FDI outflow 
becauH- of inclusion of cancelled or deferred 
FDI [World Investment Report 1996 68] 
Further, both balance of poyments-based and 
notificaliun-based FDl estimates have a 
downward bias since these do not take into 
accoani rcinvesiedeaniings [Wotld Investment 
Report 1997 47) According to a 1995 survey, 
the n:inve.sied earnings of Japanese manufactur¬ 
ing foieign affiliates accounted foi 35 per cent 
of total FDI outflow m fiscal year 1994 

5 India and Vietnam are on the hori/or 
[Fukushima and Kwan I99.T 14] It should he 
pointed out, howcvci, that although India has 
a l.u).e domestic market and a large pool of 
siicniific and technical manpower and has 
substantially liberalised economic policies 
liniluding a very favourable attitude to FDlt, 
the lapaiiese investors have been reluclanl to 
invest in India We feel that the lapanese 
husinessnicn are very much interested in 
enienng the Indian market, but they, for the 
time being, piefo' to opemte within the field 
ot network established by them and their 
aii'iliates Thc.se areas provide them a specific 
‘business inlrastnictuie' facilitated by physical 
inliasiruituro. banking, distribuiion/sogo- 
shosha and other amenities which were often 
lievc loped by Japanese initiatives or by their 
|i)inl ventures 

6 ALcoidiiigly. It may be argued that for iiucro- 
it.ibility stf east and south-east Asia, Japan 
should alisoth/iinport mon: products from this 
legion and foster technology transfer to the 
host lounines In iKher words, Japan should 


make efforts for the fuifibnait of its economic 
conmutnienisbyprDvidmggmalermdiwemim 
to the development of the hoit countries. Abo, 
one may raise here a queatioa about Ibe role 
of Japanese huge loan balance (Ttisle 13)' 
‘Does Japanese loan woik for the development 
of the host countries?* 

7 The main reason for the adverse balance of 
trade vis-a-vis Japan is, as mentioned above, 
tlic chaiactenstics of Japanese fifiiis in the host 
countnes. that of being ‘self-contained* 
Japanese firms in the host couninex utUise 
more of imported capital goods and 
intermediate goods/mateiials and those 
produced by Japanese vendor firms tlwie, which 
again uiqxirt some of their materials, while 
they export their manufactures more to die 
third country(ies), less to Japan and sell some 
of then produce tn the local market. 

8 The countnes ore Singapore, Korea, Malaysia, 
Thailand, Indoneaa. Philippines, Cluna, India. 
Pakistan. Bangladesh and Sn Lanka 

9 Since the data sources used fur these two FDI 
f!>iw.s are different and there are problems of 
comparability, we have not tried to estimate 
the equation separately for non-Japanese FDI 
flows 
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Vanabies 


Equations 



(1) 

■(•fT ■ " 

(3) 

(4) 

GNP,., 

0 044*** 

0 (M3*** 

0.019*** 

0018*** 

(5 50) 

(5 47r 

(6 38) 

(6 32) 

AGNP, 

0 040»* 

0 038** 

0016 

0019 


(2 40) 

(231) 

(105) 

(1 19) 

(I/GNP),., 

1 844 

2 064 

3 401 

3 30 

(060) 

(068) 

(1 17) 

(1 14) 

XR, 

2442 9*** 

2339 h** 

694 7 

840 9 


(2 68) 

(2 60) 

(1 ID 

(1 38) 

OP, 

240 7* 

2)1 I* 

161.8 

163 1 


(1 86) 

(I 79, 

(1.41) 

(142) 

Dummy 

■766 8 


919.3 


R^ 

(-0 77) 


(109) 


0 6.3 

063 

0 26 

026 

Lagrange muitiolier test 



39 3 

417 

Hausman test 



70 1 

70 4 


Notes- t-ratios m parentheses 


Equations I and 2 are based on the fixed effects model, and equations 3 and 4 on the random 
effects model 

* slati.viicallv significant at 10 per cent level 
** statistically signiiicant at 5 per cent level 
*** statistically >ignificant at I per cent level 
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European and Japanese AfiBliates in India 

Differences in Conduct and Performance 

N S Siddhardian 

This paper attempts to identify the variables that distinguish Japanese FDI from European FDI, and to 
test for their significance in differentiating the conduct and performance of Japanese and European firms 
in India. There have been studies which demonstrated that multinational enterprises as a group behave 
differently from non-affiliated local firms. This .studv highlights intra-MNE differences related to nationality 
of the MNC, nature of the Indian partner and industry-specific characteristics. 


I 

Introdoction 

SEVERAL studies have analysed the 
differences tn the management styles of 
Japanese and non-Japanese (European, the 
US. etc) firms [Dore 1973: Aoki 1990; 
Kaplinsky 1994]. Certain studies have also 
examined the impact of the differences in 
the management .styles on the conduct and 
performance of firms [Fnedman and Fung 
I996J. Some of the studies have also 
revealed that many firms from less 
developed countries have been adopting 
Japanese management techniques (JMT) 
[Kaplinsky 1994. 1995; Bos and Cole 
1994; Siddharthan 1998; HaiTis.s 1995; 
Humphrey 1993; Whitehill 1991] Some 
scholars bestow on JMT the status of 
technology and consider the transfer of 
JMT as transfer of technology. In this 
context, techniques like just in timedeliveiy 
(JIT), total quality control (T(X^), quality 
circles ((}C). absence of job specifications 
ot job-based designations as well as 
horizontal mobility of workers and job 
rotation have been cited as examples of 
JMT It IS not po.ssible to practise these 
techniques without introducing radical 
changes in the factory floor oiganisation 
and configuration Furthermore, radical 
changes would have to be introduced in 
firms that provide components and 
materials to the main firm (Asanuma 1994; 
Aob 1990; Siddharthan 1998]. Thus an 
active collaboration of the entire pro¬ 
duction chain is necessary for the success 
of JMT. Some authors refer to this as 
‘simultaneous engineering' [Kaplinsky 
1995]. In addition there are certain other 
management practices that also dif¬ 
ferentiate the Jiqianese Hrms from the rest. 
These include, uniform dress codes for 
both managerial staff and workers, 
common dining facilities for all staff and 
daily or weekly meetings to discuss among 
other things, targets, new ideas and 
problems [Morita 1988]. 

Nearly the studies, that emphasise 
-'MT like iTT and durable and long-term 
relationship with component manu- 
f aciurets, have conceiurai^ mainly on the 


automobile manufactunng firms. Perhaps 
these techniques are more relevant for 
them. Automobile firms tend to depend 
more on purchased components. Further¬ 
more, since thc.se components are bulky 
they contnbute to incieased storage costs, 
and inasmuch as they account for almast 
70 per cent of the value of the final output 
they have to be of a high quality in order 
to maintain the overall quality of the final 
product. Given these characteristics, firms 
have an incentive to economise on 
inventory holdings and reduce the costs 
involved in frequent inspections and 
valuation ofthe componoits. Consequently 
most Japanese firms opted in favour of 
vendor development, partiapated in a 
technological upgiadationof components, 
andencouragcdJn' Several non-Japanese 
firms, on the other hand, preferred vertical 
integration and tried to produce important 
components and matenals in-house. 

In the case ot non-automobile sectors 
like chemicals, metals, glass, and to a 
more limited extent, electronic goods, the 
matenals and components used in the 
manufacture of the final product are more 
or less standanliscd, and therefore can be 
purchased from the open market. In these 
industries, vendor development and long¬ 
term relations with the component and 
material suppliers may not form a top 
pnonty for the firms. JTT in this case might 
also not offer the .same advantage that it 
offers for the automobile firms. Under 
these circumstances one could argue that 
if the sample consisted of firms belonging 
to a cross-section of industries, the 
differences between the JapaiKM and other 
firms might not be very pronounced. 

On the other hand, it can also be argued 
that some specific behavioural charac¬ 
teristics of Japanese firms cut across 
industries and that these distinguish 
J^ianese firms from (he rest even in 
industries where IMTs like JIT, vendor 
development, etc, ere not important. These 
widesimad Japanese practices include the 
importance given to growth and market 
share rather than to profits, to horizontal 
mobility and |ob rotation, to absence of 
specific job descriptions, absence of 


hierarchy, common uniform and mess 
facilibes for wodiers and management, 
encouragement given to workers tosuggest 
innovations, introduction of changes in 
methods of production to improve 
productivity and efficiency, and daily or 
weekly meetings to discuss suggestions 
emanating from workers These pracUces. 
have implications lor the conduct and 
performance of the firms. 

The obfecti ve of this study is to identify 
these vanablcs and tc:U lor their signi¬ 
ficance in differentiating the conduct and 
performance of the Japane.se and European 
firms in India. In order to illustrate and 
emphasise thp heterogeneity in the joint 
venture alliances and management 
practices of the Japanese firms operating 
in India, a brief desenpuon of four Japanese 
firms IS presented in Section II along with 
differences in the industnal distnhution of 
the Japanese and European lirms Section 
m formulates the hypothe.ses and idenufies 
the disi-rimmating vanablcs Section IV 
pre.sents the statistical results and Section 
V presents the main cotirlusions of the 
study 

II 

Differences among Japanese Firms 

There are similarities and si'h.stantiai 
differences in the nijiiageinent practices 
of Japanese firms in India In particular, 
management piaotices vary depending 
upon the produit that is being manu¬ 
factured, the nature of the Indian partner 
and the history of the joint venture. As 
f ointed out by Fnedtri.ui and Fung (1996), 
JMT may not succeed in industries where 
workers arc slow to adapt to job rotation 
and where inventory costs aic low. JMT 
involves heavy investment in training. If 
most firms in an industry do not follow 
JMT, then workers from the lapanesc 
afniiales could shift to other firms alter 
receiving training. This could dissuade 
Japanese firms from adopting JMT in that 
industry. As an illustration, a short 
description of the management practi> es 
of four Japanese firms will be attemptct' 
in this section Three of these Japanese 
firms have multiple joint ventures in India 


fiidponiic and Political Weekly May 29, 1999 


M6) 



having collaborations witbdifTerent Indian 
partners. These finn.s also operate in very 
different sectors and have been selected 
mainly to illustrate the wide differences 
in the managerial practices even amraig 
the Japanese firms. The objective of this 
section IS purely illustrative and the inten¬ 
tion IS not to draw statistical inferences. 
Statisucai exercises involving a larger 
sample will be conducted laterinthe paper. 
The four Japanese firnis considered in this 
section are Fujitsu, Asahi Glass, Honda, 
and Sumitomo Corporation. 

Fujitsu is a leading multinational 
corporation involved in the production of 
telecommunications equipment and 
computers, including computer software. 
It hu plants located in three places in 
India. Ail three units have different Indian 
joint ventuie partners, produce different 
products, and follow differmt management 
pracuces. Fujitsu India Telecom Ltd 
produces switching systems at its plant 
located at Mohali, near Chandigarh. In 
this plant, which went into operation in 
1991, Japanese management piactices are 
followed The unit has about SO vendors 
and Fujitsu has a programme to train its 
vendors and transfer technology to the 
component manufacturers. Fujitsu OPTEL. 
manufactures opucal transmissimi .systems 
at Its Mandideep plant (Madhya Pradesh) 
OFTEL was incorporated in December 
1988 and has been promoted by the 
Madhya Pradesh .State Eleitrontcs 
Development Corporation (a state 
govenunent undertaking) in addition to 
Fujitsu, OPTEL has also entered into a lie 
up with Ericsson, Sweden, for the 
manufacture of .splicing machi nes. OPIEL 
has multiple collaborations and docs nut 
follow any particular style of management. 
The third company, Fiijil.su ICIM is a 
subsidiary of International Computers 
Limited (ICy, originally aBntish company 
now belonging to the Fujitsu group and 
IS a part of RPC enterprises, India. ICL 
was acquired by Fujitsu in 1990. At its 
manufacturing plant in Pune, ICiM 
manufactures ICL mainframe .systems, 
SPARC RISC based UNIX servers, a 
complete range of personal computers and 
tine prnters. It ha.s an intmat lonal software 
division. Some of its prestigious customers 
are, British Gas, ICL Worldwide. Fujitsu, 
Hewlett Packard, European Parliament, 
Sequoia, Microsoft, OXFAM. Pacific 
BOX, (Tomputaiiia, .SOXAL as well a.s 
Singapore General Hospital Since Fujitsu 
acquired this company by virtue of 
acquiring its British parent (ICL) it 
contindes to follow the British style of 
managemenL Ihu.s, Fujitsu foIKiws three 
different management .styles in its three 
plants. These .styles ha«: been determined 
mainly by the history ol the company, 
whether it is a iiew compain oi ? takeover 


of an existing company, and the character 
of the collaborating Indian firm. However, 
despite these differences, Fujitsu has 
introduced some Japanese characteristics 
Mich as the impoitance given to growth 
and market share ratherthan to profits, and 
certain Japanese style labour management 
practices. 

A.sahi Glass Company of Japan came to 
India in I9.S6 to promote and revive 
Sodepore Glass of Calcutta, a sick unit 
that went into liquidation. Now the unit 
IS doing well. It has divmiiied its glass 
pnxiucisand is a leadingexpoiter to several 
developing and developed countries like 
Bangladesh. Sn Lanka, Mauritius, Yemen. 
Philippines. Japan, Australia, France and 
Italy. Ill 1983 Asahi staitedittsecondjoint 
venture with its head office at Delhi and 
a plant in Haryana. It mainly produces 
saiciy gla!.s for automobiles. Iliough both 
these companies try to use JMT wherever 
IKissihle, .in attem]^ is made to u.se JTT at 
the Haryana plant. Since the raw material 
foi glass IS standardised, vendor dcvclop- 
meiii vas not given importance Asahi’s 
laigest |oiiii venture is Float Glass in 
Boiubay Thisjoint venture with the Talas 
was iiiLoipoiatcd in 1991 and it 
^omiik’.iK cd pioduction in 1995 The 
following thiee Tata companies have 
proinoieJ this company. ACC, Telco and 
TaU Lspoits, Asahi holds 48 99 pei cent 
of ei|iiit> rK'spitc this large equity slake. 
Asahi has not attempted to introduce JMT 
in this company It follows the Tata 
management style as it appears most 
appropn.ui'toi India In other wuuL, the 
adoption ol IMT depends on who the 
partner i<> li they team with a well-known 
Indian gioiip like the Tatas, who have a 
dcvtini 1 and sacce.ssful management style, 
then the ijpanc.se firms do not introduce 
then management styles. On the other 
hand, with anew partner, they do introduce 
JMT Asahi is another example of a 
Japanese company practising different 
nianagemcni techniques in its three Joint 
ventures in India. 

Honda has lour units in India, Hero 
Honda Motors, Kinetic Honda Motors, 
Shiiram Honda Power Equipment, and 
Honda Sicl Cars India. Hero Honda was 
promoted by HeroCycles and commenced 
iisoperationsin l984.H(md8andtheHero 
groups hoi 26 per cent each of the equity. 
Forty-eight p<.r cent is held by the public. 
It manufactures motor cycles and is the 
market leader in the lOOcc motor cycle 
segment in India. It exports to31 countries. 
It has been successful in implementing 
IMT Kinetic Honda was established in 
1984 as a joint venture with Firodias of 
Kinetic Engineering to manufacture 
.scooters Till 1993, it was maiidy managed 
by Its Indian partner. However in 1993, 
Honda increased its equity to S0.92 per 


cent, so that the Kinetic group now holds 
19 per cent and the remaining 30 per cent 
is held by the public. The firmhas thereafter 
changed lU management style and has 
started introducing JMT. Currently, it 
exports to several countnes. Shiiram 
Honda Power Equipment Ltd was esta¬ 
blished in 1985 as a joint venture with 
Shriram Industrial Enterprises to 
manufacture portable generator sets. Both 
Honda and Shriram group hold 33.3 per 
cent equity each while the remaining is 
held by the public. It is a very successful 
company and achieved exjxnt house status 
in 1994. Honda Siel Cars India is a new 
joint venture company registered in I99S. 
Honda holds 60 per cent of the equity 
while the joint venture partner Shriram 
group hol^ the remaining 40 per cent. 
Tins company is yet to commence pro¬ 
duction Currently all the Honda group of 
companies in India have introdu^ JMT 
in one form or the other. 

llic fourth example is a joint venture 
between the All India Han'dloom Fabrics 
Marketing Co-operative Society and 
Sumitomo Corporation and Shuno 
Apparels of Japan This venmre has its 
lactory at the Madras Export Processing 
Zone and it has the modem machinery 
required to manufacture quality garments. 
The I acuity follows Japanese management 
and work culture and commitment to 
quality control This is a very successful 
unit blending tiadilional Indian weaving 
methods using handiooms and dyes with 
modern Japanese nicthoch of manu¬ 
facturing garments 

The four .sets of examples cited above 
bring out the similanties and differences 
of Japanese collaborations in India. How¬ 
ever, despite the differences, some wide¬ 
spread common aspects of the Japanese 
management philosophy are reflected in 
most of their operations, like the impor¬ 
tance given to growth and market share 
rather than to short-run profils, quality 
circles, less differentiation between mana¬ 
gerial staff and workers, etc. These mana¬ 
gerial practices could influence thdr 
import-export policies, salary structure, 
and profit margins and differentiate die 


Table 1* Industmal DimiBunoi op Japanb» 
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Eurone 


Namber 

Cent 

Number 

Cent 

Electrical 

12 

S2 

7 
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5 
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12 

Chemicals 

2 

9 

16 

38 
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2 

5 
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3 
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behavioor of ihe Japanese affiliates ftom 
the European affiliates. In particular, since 
dieJapanesc affiliates give more weightage 
to iong-tenn prospects they tni^ not be 
as pronqM as the European n rms in reacting 
to short-term market signals, theieby dif¬ 
ferentiating their behaviour trom the rest. 

Literature survey and the case studies 
of these firms facilitate the identification 
of variables that could distinguish the 
Japanese firms from the European ones. 
Forexample. all the firms have emphasised 
an efftcient utilisation of capitid and a 
minimisuig of stock holdings of materials 
and componoits. Hence, the Japanese films 
could experience lower capital output 
ratios. Concerning exports, except for 
Sumitomo’sexpofl-onentedjoint venture, 
the Japanese firms have concentrated 
mainly on improving their market share 
in India. They had no immediate plans to 
concentrate on exports. With respect to 
imports, the Japanese firms emphasi.scd 
vendor development andavoidedin^rting 
components and finished goods. However, 
they did import machinery and raw 
materials from Japan and from their other 
affiliates. The impressions gathered dunng 
the field visits are also conOimed by 
literature survey. Thus these case studies 
suggest that the composition of imports 
by the Japanese affiliates could be very 
different from that of non-Jt^ianese af¬ 
filiates. Furthermore, Japanese managers' 
views on technology imports also differed 
significantly from those of the western 
MNE managers. While European mana¬ 
gers emphasised transfer of designs and 
drawings and other blueprints, the 
Japanese laid less emphasis on them. 
gave importance to the conUmious and 
incremental changes io technology 
introduced on the shop floor. Because of 
the changing nature of technology they 
do not emphasise the importance of 
blueprints. In Section m discriminating 
vari^ies will be identified based on the 
information gathered during field visits 
and will be tested for their ^atistical 
signiffcance. 

The basic data for this study are taken 
from company tapes provided by Capital 
Line. The tapes cover more than 7,000 
firms. The sample for this study covers die 
period 1994-96. Non-manufacturing 
sectors have been excluded from the 
sample. For the purpose of this study, a 
foreign affiliate is defined as one whm 
the foreign firm holds least 25 per cent 
oflhetotalequily.bi considering European 
affiliates, British affiliates w«e excluded. 
This was because, uulike the affiliates of 
other countries, mostBritish affiliates have 
been in existoice since before India’s 
independence aiul their industrial distri¬ 
bution and behaviour pattern could be 
very dlffeienL In aE. 23 Japanese and 42 


European affiliates satisfied the critenon 
mentioned above and dl of them have 
been included in the sample. The 42 
European affiliates consist of 24 German, 
eight Dutch, four .Swiss, three Italian, and 
three French firms Tidile 1 presents the 
industrial distribution of the firms. 

As seen fioin Tabic 1, 52 per cent of 
the Japanese dffiliatcs are in the electrical 
and electronic goods manulacturing 
sectors, followed by 22 pei cent in auto¬ 
mobiles. Thmy-eight per cent of the 
European affiliates are in the chcnucal 
sector followed by 21 per cent in en¬ 
gineering goods. Thus the industrial 
distribution oi the Japanese and European 
affili^s differs sigmficantly. 

UI 

Hypoffieses 

Based on the detailed ca.se studies 
(Section II) and the survey of literature, 
this paper atgues that the differential 
managerial iiraciices of the Japanese 
affiliates will lie reflected in the craiduct 
andperiurmame vanabies. Consequently 
the ctifferences in the behaviourof Japane.se 
and European affiliates would be reflected 
in tile movement-s of several variidiles re¬ 
presenting intematimul orientation, choice 
of technology and performance The 
section on the case studies identified, to¬ 
wards the end. several variables re¬ 
presenting the above factors. This section 
considers the variables discussed below 
as discriminants ihat distinguish the 
Japanese affiliates from the European 
affiliates. 

In$emational onentationt International 
onematton variables considered in the 
study arc exports (X): imports of raw 
materials (MR), spares and components 
(MC), finiMml gixids (MG) and machinery 
(MK); technical fee (TF) and royalty pay¬ 
ments (ROY) made in foreign exchange. 
To facilitate inter-firm comparisons and 
normalise tot the firm’s size all the 
variables have been expressed as a ratio 
of sales tuinovei 

Most Japanese firms came to India in 
the mid-19K0s mainly to sell in the Indian 
market. They were mostly concentrated in 
the production of electrical and electronic 
goods, and automobiles, including twu- 
wheelers The European firms were pro¬ 
ducing on tlie other hand chiefly cheiracals 
and engineenng goods that were relatively 
mote export intensive. The case studies 
also showed that the Japanese affiliates 
(with the excepuun of tme firm) concen¬ 
trated mainly on the Indian market. Hence, 
one can exfiect ihe Japanese affiliates to 
be less export intensive. 

With regani to imports, the case studies 
and literature survey showed that the 
Japanese affiliates made a distinction bcl 
ween import of machinery and matenais. 


andconqxinents. While they favoured the 
use of imported machinery (MK) and 
materials (MR), for component purchases 
they went in for vendor development and 
purchased them from domestic vendors. 
The differences in their behaviour wltii 
regard to machinery and components is 
mainly due to their philosophy of main¬ 
taining adurahle and lung-tetm relationship 
with their suppliers Tltt;y could develop 
vendors in India and maintain a long-term 
relationship. However, they prefer to 
source from Japan irregular oi infrequent 
purchases like machinery. This practice of 
importing machinery from Japan has been 
one ot the sources of friction between the 
Japanese companies and their Indian 
partners. Recently in the conflict between 
Suzuki and Maruii, this particular factor, 
namely, the import of machinery and 
materials, has emerged as an important 
boneof contention. Several Japanese firms 
import their matenais from their as.sociat«s 
abroad. Asahi, for example, imports plain 
glass from its Indonesian plant for proces¬ 
sing in India One of the reasons for the 
higher propensity for imports of machi- 
neiy and matenais by the Japanese affiliates 
could be the existence of 'kiretsus' or 
conglonwraies i onsisting ot firms produ¬ 
cing machipery, materials and other goods. 
Thus Japane.se aflriliate.s are expected to 
have a higher import content of MK and 
MR as compared to ihcir European 
coumerpaits 

However, in the case of components and 
finished goods, the Japanese finas prefci 
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Ntite AD s advertisement intensity, advertise 
ment to sales ratio, 


CORe capital output ratio, 

X = export intensity, exports to sain 
ratio, 

MR= ratio of import of raw materials tc 
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MC = nUio of import of components ii 
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TF V ratiool technical ferspaidin foieigi 
currency to sales. 

ROY - ratio of loyalty payments made it 
foieign currency to sales. 

MO s ratio of import of finished goods tc 
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PRM^ profiirnaipns.rBUoofprofitsliefoR 
lax to sales, and 

MKs ratio of import of capital goods R 
soles 
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to develop local vendors and depend on 
them for supply. Vendor development, 
through transfer of technology to the 
vendors, and m some cases, equity partici¬ 
pation in the vendor firms, has been an 
important Japane.\e practice. This was also 
emphasised by the Firms examined in the 
ca.se .studies Given the Japanese practice 
of vendor development, Japanese fitm.s 
are not likely to react to liberalisation in 
the trade sector as promptly as the European 
firms. Hence import intensities of MC and 
MG are likely to be less for the Japanese 
affiliates 

Concerning technology imports (TFand 
ROY) several studies have shown that the 
Japanese parent Firms indulge in repetitive 
technology imports and demand highci 
technology payments. 'Fhis point was ratsi'd 
by us in oui discussions with the lapanese 
executives Most executives stated by way 
of explanation that the Japane.se make 
continuous incremental additions to then 
technology. Their management sy.stcnis 
emphasise the importance of making 
frequent inctemental additionN to techno¬ 
logy. Hence they do not believe in once 
for ail technology imports Going by these 
.studies and the field experience, one can 
expect the technology import intensities 
to be higher tor the Japanc.se aliiliates 

Conduct variables : This study considei s 
two condua variables that ate likely to 
differentiate Japanese and the European 
affiliates, namely, ad vcitisenient inlensiiv. 
advertisement and sales ratio (AD), .ind 
efficiency in the use of capital as le- 
presented by the capital output;alio((Y>!' i 
Inthccase of advertisement intensity ih.-i(' 
are no a pnori leasons to assume (hat 
Japanese alfiliatcs would spend moie o; 
less as compared to Euiopean alfiliatcs 
Hence this vanable is introduced witiioui 
a pnon prediction The intioJuciioii ot 
Japanese management styles like IIT and 
QC, etc, ought to assult in a iiioie ef ticicnt 
utilisation of capital and this could result 
in smaller CORs The importance ot efii- 
cient utilisation of capital and the need to 
minimise inventory holdings weic also 
emphasised by Japaiic.se executives dunng 
our Field visits 

Performance vanable In this study, 
profit margins (PRM) represent the per- 
f^ormance variable ot the firm A survey 
of literatuie shows that the Japanese I ir ins 
favour growth and market share improve¬ 
ment to short-run profit maximisation As 
perthisreasoningthey might opt for smaller 
profit margins On the other hand, dunng 
the .sample period (1994-96) the corporate 
sector wa.s nut doing well. Many Firms 
were in the red However, firms that had 
a long-tenn per.spcctive, that practi.sed 
better management techniques resulting 
in better utdisalion (it i apital and materials 
did succeed m improving then perfor¬ 


mance. Hence it is difficult to predict the 
profit behaviour of Jiqianese Emu. 

IV 

Statislical Results 

In order to id«)lify and analyse the 
statistically significant variables that 
segregate the Japanese affiliates and the 
Eumpean aliiliates it is proposed to use 
the multivaiiate stepwise discriminant 
analysis The multivariate stepwise dis¬ 
criminant analy.SIS consists ot fittinglmcat 
discnmin<uil score functions on the basis 
of the data on the values of the di.scnmi- 
natiiig s ariables idbntificd in the previous 
section for the two groups of Firms, namely, 
lapanese and European affiliates. Indi¬ 
vidual observations are classified into 
gri>up.s ba.sed on the observed values of 
their icspeitive discriminant scores. F 
statistic IS used to judge the goodness of 
fit and the lonectness of cia.ssiFicatiuns 
The stepwise procedure involves the 
celeciion (>f individual variables (hat 
pri'vide the largest univariate discrimi¬ 
nation I in terms of group dificrcncc mean 
F r,itio) Die first vanable is then paired 
V, iih the remaining variables to locate die 
oinhiiiation that produces maximum 
disciiiniiiaiion The variable that contn- 
hiKes the Ivst pair is selected. The pro- 
cediin* continues to identify tripleLs and 
so on 

Table 2 pie.sents the group means of the 
\anableMOii.sidcrcd in the study lor the 
group o! Ia|iancsc affiliates, European 
at 1 1 liatec and the total of both groups Uic 
table reveals important differences in the 
group means between European and 
Jap.inesc' altih.iics with regard to several 
vtr'iibles I 'om the point of view of 
nil ■t.MCon.il oiicniaiion, Japanese firms 
t xtiorle.i on an average 9.8 per cent of 
then sales \ciiile (ho European firms 
c'xpoiied moie (11 4 per cent). Japane.se 
altiliatc-. il ai imported more raw tnatenals 
<17 7 pci cent) and machinery (1.5 per 
cent) Ihc coiresponding figures lor 
Europt'un alfiliatcs are 13.5 per cent and 
I 1 pci cent Dn the other haii^, European 
attiiiatcs inipuricd more components and 
finished giH)d.s( I per cent and 1.6 per cent) 
com|iarud to Japanese affiliates (0 4 per 
cent and 0 5 percent). Nevertheless, with 
legard t(> total imports the Japanese 
imponed abou< 20 per cent of their sales 
while the European Firms imported about 
17 pel cent ot tlieirsaies. Japanese affiliates 
also made more royalty payments (0.5 per 
cent) c oinpared to the European Erms (0.22 
per cent). Japanese firms also spent 
substantially more on advertisement in 
propotTioii to their sales (almost double 
that of European firms). However, the 
Japanese tuiticJ out to be much more 
efficient utilisers of ca{Htal, enjoying lower 
capital output ratios. Furthermore, on an 


avenge European entetprises suffered loss 
during the sample p^od of 1994-96, 
whileJapanesefirmseaniedaiHofltmaigin 
of more than 8 per cent. On the whole 
Japanese afEiiates enjoyed laiger pioEt 
maigins, ubiised their capital considoably 
more efEciently, imptuted more tech¬ 
nology through royalty and ca|Htal goods 
imports but impoiied less of components 
and Enished goods. They also spmt more 
on advertisement but exported much less 
compared to the Europeans. 

Table 3 presents the results of the 
multivariate slepwisediscrinunantanalysis. 
Five variables turn out to be siaiisbcally 
signiFicant di.4criininants differentiating 
European and Japanese afEUates. 

The most signiEcant discriminant turns 
out to be advertisement intensity. The 
Japanese affliiates adveitised much more 
than the European affliiates and the 
dit ferences in the advertisement intcaisiues 
were statistically significant. Perhaps the 
European brand names are already well 
known to the Indian customer and the 
Japanese wanted to establish then brand 
names in the Indian market by advertising 
moic heavily than the European Erms. Hie 
result*, al.su show (hat the Japanc.se firms 
were also sourcing their matenals (not 
components and fimshcd goods) from other 
overseas Japanese affiliates They were 
also importing larger quantities of 
capital goods compared to the Europeans. 
This could he annbuted partly to the 
.strategy ot Japanc.se firms' for faster 
expansion plans to increase their market 
share In part this could also indicate their 
pFcicrencc for imported marhinery and 
material for expansion activities. In the 
ca.se of Maniti and other companies this 
has been one ol the contentious issues 
However, the Japanese have preferred 
development of local vendors for 
components to ensure JIT and lower 
inventory holdings. They have been 
importing fewer components compared to 
European firms and their lower 
components import ratios are statistically 
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signiBcam. Neveithdest their imports of 
technology against royalty payments have 
been much higher than that by the 
Europeans. There are two reasons for this. 
Since they have been expanding faster, 
they could have in^mrted more technology 
both embodied (import of machinery) and 
disembodied against royalty payments. 
While not rejecting this reason, critics of 
Japanese firms aim give another reason 
for higher royalty payments made by them. 
It is claimed that the Japanese normally 
do not codify their technology as they 
claim that thdr technology is constantly 
evolving and incrementalchanges arc made 
constantly. Cntics charge that for eveiy 
incremental change introduced, the 
Japanese claim separate royalty. European 
and American companies have well- 
documented designs and drawings and 
they do not indulge in repetitive selling. 
Whatever the reason, the results show 
royally payments to be one of the important 
discriminants 

As seen from Table 4, the discriminant 
function classifies the two groups of firms 
iaiily well. The variables considered in 
this study chissity about 69 per cent of 
Japanese affiliates and 70 pci cent of 
European affiliates correctly Thus the 
study shows that Eunipean and Japanc.se 
affiliates behave ditfcrently in India with 
regard to the variables representing 
international orientation, choice of techno¬ 
logy, advertising and profit margins. 

The results misclassified the following 
five Japane.se firms for ail three years' 
Indo Matsu Carb, Indo-Asahi Glass, RPG 
Ricoh, Videocon VCR and Yuken India. 
These five firms had low adverti.scment 
intensities, imported very little material 
and matic zero or insignificant royalty 
payments 'fhe rest of the Japanese firms 
spent more on these three variables and 
these vanables also emerged as significant 
discriminants. Out of these five firms, 
Indo Matsu Carb and Yuken India did not 
produce consumer goods. The former 
produced caibon rods for cells and the 
latter hydraulics and iron castings. They 
wereoperating inanoligopsonistic market 
structure, selling their product to a few 
firms manufactunng the final products. 
Hence, unlike other Japanese firms, they 
did not spend on advertisement and 
imports As discussed in the previous 
sections, Indo Asahi Glass does not follow 
JMT, and does not rely on import of raw 
material. RPG Ricoh is a new firm, incor¬ 
porated in October 1993. Granted this 
background, their emerging as misclas- 
siBed firms is not unexpected. Six Euro¬ 
pean firms were misclassified for ail the 
three years and five European firms were 
miscl^fiedfortwoyears. Ofthc former, 
two were French (out of three French 


sample firms), one Italian (out of three), 
one Swiss (out of three), and two German 
(out of 24). Out of the two German firms, 
one (GKN Invel Trans) supplied its 
products mainly to Maiud, and the other, 
Wendt India, changed the In^an parmer 
recently. Rone leaves outthese two German 
exceptions, all the misclassified Etuopean 
firms are non-German. Since the European 
sample is dominated by German firms, the 
misclassification could be due to intra- 
European differences, or, the differential 
behaviour of German and other firms, in 
particular, French. Italian and Swiss. In 
this respect the European sample is less 
homogeneous than the Japanese one. 
Furthermore, scveial of the misclassified 
European firms have been spending more 
on advertisement and import of materials 
compared to the correctly classified Euro¬ 
pean firms. By and large the results show 
that Japanese firms as a group behaved 
differently from European affiliates. 

V 

Conclusioiis 

Several studies have demonstrated that 
MNEs as a gniup behave difierently from 
the non-affiliated local firms (Dunning 
1993; Caves 1996, Kumar 1990; Kumar 
and Siddhaithan 1997]. Based on their 
statistical results, they have considered 
MNEs a separate strategic group. Com¬ 
pared to local unal filiated firms, MNEs 
enjoy several advantages with respect to 
brand names, good will, access to global 
technology, market information and 
networks This paper highlights the intra- 
MNE differences In particular, it shows 
that Japane.se MNEs behave differently 
from the European MNEs. Thus within 
MNEs there could be different strategic 
groups based on ho.st country managenal 
practices and other characteristics. The 
results of this study indicate that despite 
the visible diltcrences in the managenal 
practices of Japanese firms in India 
Japanese firms as a group behaved dif¬ 
ferently fnim European firms. The dif¬ 
ferential behaviourbetween the two groups 
of firms was particularly sharp with regaid 
to the variables icpresenting international 
onentation. The import structure of 
Japanese and Rutopcan affiliates differed 
significantly While Japanese affiliates 
imported moicot machinery and matmials, 
European alliliates imported more of 
components. This I'ifferential behaviour 
could be atti ibuted mainly to the Japanese 
practice ol vendor development. While 
most of Europi'un firms preferred to buy 
their components irom the market or make 
them in-housc, the Japanese developed 
vendors by providing them with technology 
and capital, and purchased components 
from the related parties. Arms' length 


purchase from the market was kept to a 
minimum. 

The findings of this study have ini|di- 
catiuns for economic and managerial 
theories relating to MNEs. Most works 
consider MNEs as belonging to one stra¬ 
tegic group and contrast their performance 
with other .strategic groups like un¬ 
affiliated corporate firms, and smaller 
firms This study shows the existence 
of intra-MNE differences ba.sed on the 
nationality of the MNE, nature of the 
joint venture partnei, and indu.stry- 
specific characteristics. 

References 

Aoki, M (1990) ‘Towards an Eebnonue Model 
of the Japanese Firm', The Journal of 
Economic Ltlertuure. 28,1-27 
Asanuma B (1994) ‘Co-oidination briween 
Piuduciion and Distnbuiion in a Olobolising 
Network of Firms Assessing Flexibility 
Achieved in the Japanese Auiomobiie 
Industry' in M Aoki and R Doic (cdsj^rfte - 
Jf^HUirit Firm The Sourcex iff CompeUlive 
Strength. Oxford Univeisily Press, Oxford, 
117-SI 

Bos. Antonio and William E Cole (1994) 
‘Management .System as Technology 
Japanese, US and Nattimal Firms in ihe 
Bra/ilian Electronic Sector*. World 
Development, 2212), 225-16 
Caves, R E (1996) Multinational Enterpnv 
and Etoniimii Analvus, second edition, 
Cambridge Survey of Economic Laieraiuie, 
Cambndge Univcisity Press. Cambridge 
Dore, R P (1973) The British Fiutoiy ■ The 
Japanese Factory. AUenand Unwin, London 
Dunning. John H (1993) Multinational 
Enterprnes and the Global Economy 
Addison-Wesley Publishing Company, 
Reading, UK 

Fhedmon.bandKCFung(19%) ‘International 
Trade and the International Organisouim of 
Films An Bvoluhonaiy Appioach‘, Journal 
ol International Economiri, 41 (1 -2), 113- 36 
Harnss.John(I99S) ‘Japanisauon' Context and 
Culture in the Indonesian Automotive 
Indbslry'. World Development, 2^^ I). M 7-28 
Humplirey. John (1993) ‘Japanese Production 
Management and Labour Relations in 
Bra/.ir, hiumal of Development Studies, 
3(K1), 92-114 

Kaplinsky, K.iphael (1994) Easiemtsatton The 
Spread of Japune xe Management Techniques, 
to LDCx, Frank Cass, Lmdon 
- (1993) ‘Techmque and System The Spread 
of Japanese Management Techniques to 
Developing Countries'. World Development, 
23(1). 57-71 

Kumar,Niigesh( 1990) MuilinattonalEnterprises 
in India, Routledge, lamdon and New York • 
Kumar, Nagesh and N S .Siddhaithan (1997) 
Teihnology. Market Strut lure and 
Iniematumalisation, Routledge, New York 
and London 

Monta, Akiu (1988) Made in Japan, Signet, 
Penguin Books, New York 
SidcUiarthan,NS(I998) ‘DincrentialBehaviour 
of the Japanese Affiliates in the Indian 
Autoraobilr Sector' Japan and the World 
Eionomy. Voi 10. 97-109 
Whitehill, A M (1991) Japanese Management 
TnubtiimandTiansiiion, Routledge, London 


Economic and Political Weekly May 29, 1999 


M-65 



Japanese Business Activiiy in Thailand 

Presence and Performance 

JoiuEcn TakeucU 

This paper examines Japanese business activity in Thailand and its relation to local business performcmce. 
It focuses on the business indices of leading Japanese and Thai companies in Thailand. It finds that Thailand 
IS introducing foreign capital into the country efficiently. Foreign capital has not only not hurt local capital 
hut has helped it. 


IT IS generally assumed that Japanese 
business activity has been sufficiently 
positive in Thailand and the neighbounng 
countries for the past few decades, and 
that Japan’s enormous presence here is 
one of the effects of the surprising business 
expansion of the Japanese economy. 
However, presence seen from another 
perspective, may appear as an undesirable 
obstacle for the indigenous economic 
development of these countnes. 

Moreover, the presence of modern 
business acbvity is one thing and per¬ 
formance IS another. From the point of 
view of an economist, a big presence docs 
not always mean good performance. This 
paper examines some indices ofJapane.se 
business activity inThailand and its relation 
to the business performance there 

While mdependent quantitative factors 
to show economic performance arc impor¬ 
tant, this discussion will focus specifically 
on the busine.ss indices of leading Japanese 
and Thai companies in Thailand Of the 
stuchesthathavebecnpubfishedtoanalysi- 
the business activityofThai bigentcipnse.<i, 
some have stres.sed that traditional famtiv 
enterpri.ses arc quite popular among south¬ 
east Asian countnes (Skinner 1957. Xun 
1969]. Suchin) has crilicise.d this viewpoint 
and has referred to numerous cases of 
business innovation and the development 
in leading Thai enterpnses after the 19th 
century (Suehiro 1989; Suchiro and 
Nanbara 1991J. This discussion will not 
introduce the qualitative factors of each 
business successor, but will examine some 
indicators to compare the different per¬ 
formances of leading companies. 

I 

Japanese Business in Thailand 

In 1993, a unique report was published 
by the Bangkok Japanese Chamber of 
Commerce [JCC 1993]. The report issued 
some estimations on Japanese business 
activity in Thailand in terms of: 

(1) total amount of import and export 
between Thailand and Japan; 

t2) total amount of import and export 
by Japanese companies located in Thailand 
(JCTs). 


(3) uital amount of sales in Thaiiaiid; 

(4) total amount of sales by JCTs; 

(5) payment of VAT by JCTs; and 

(6) payment of business tax by JCTs, 
and other factors. 

While macro data such as (1) and (3) may 
be obtained through the official statistics 
of the Japanese ministry of finance, Thai 
ministry of commerce and some other 
organisations, it is truly difficult to get 
estimations like (2), (4), (3) and (.6). 

I'abic I .shows figures related to (1) and 
(21, through which it is easy to identity 
the foreign trade share of Japanese 
compames located in Thailand (JCTs). 
JO'S acsount for 22 per cent of the total 
expon.s Irom Thailand, 25 per cent m 
terms of completed goods, lliey deal in 
about 27 |x*i cent of the total imports to 
Thailand. The totalexportamount is 184.2 
billion bath while the total imports are 
276.6biliionbahLlhe deficit inlliadand's 
balance of trade amounts to 92.4 billion 
baht, but the deficit between Thailand and 
Japan amounts to 140.0 billion baht, which 
means that Thailand is not only production- 
ha.se for lapanese manufacturers but also 
u market fur their products. The deficit is 
expanding vcai afltoyear.andJapan might 
be criticised .severely for this in the near 
futurc 

The optimistic viewpoint stresses that 
this imbalance of tr^e is occawonal 
because of the following reasons; 

(1) Thai.s need to import various pro¬ 
duction goods only at the first stage of 
industrialisation; 

(2) modern production goods are 
available lor longerteims and productivity 
will be tncrea.sed soon; 

(3) high productivity is the decisive 
factor in ^aining sufficient international 
competiiivcnsss; and 

(4) Thais will be able to expaiKi their 
export with this competitiveiiess. 

However, this viewpoint depends upon 
the assumption that a certain industrial 
sector can be transferred independently or 
Separately. We can call this ‘one kit 
sectonsm' and its basic assumption might 
be a horrible misunderstanding. It is 
noteworthy that the highly sophisticated 


production system of modem sectors is 
quickly innovated, but they need to bring 
in addititmal investment if th^ intend to 
gain sufficient international competitive¬ 
ness. 

The famous concept ‘one set sector- 
ism’ was proposed by Ando (1967) and 
Miyazaki (1969) to explam the features 
of Japan’s rapid industrial development 
It would be possible to summarise their 
basic idea as follows: 

(1) there were some leading busmess 
group in Japan after the second work) war 
and the reformation after the war succeeded 
in re-arranging the competitive condition 
among these groups because some ^ 
monopolistic enterpnses were divided i:ttc 
numerous companies; 

(2) eachbusinessgroupintendedtohave 
their enterprises in almost each industrial 
sector and they got enough funding for 
their investment from the public sector, 

(3) each group could flexibly utilise its 
companies to promote technological 


Table T Foreign Tram by JCTs and 
OiUBRS, 1992 


CalcgDfy 

JCTs 

Thai Total 

ITCsio 
Ihoi Total 

Export to 

Japan 

11038 

144 39 

76.4 

Othen 

73.88 

680 25 

10.9 

Total 

184.27 

824.64 

22.3 

Export ol Completed 
Goods 158.79 

634.39 

25.0 

Import iiom 

Japan 

2.50.96 

302.27 

83 0 

Others 

25.60 

730,87 

3.6 

Total 

276 56 

1033.24 

26.8 


Source; Bangkok Japanese Chamber of 
Commerce, The 12th Empirical Survey 
on Japanese Enterprises, 1993, p 3. 


Table 2. Tax Payments by JCTs, 1992 


Tax 

JCTs 

AllThai JTOilD 
Eninpnaes Hub Total 

Business tax 

184.27 

824.64 

22.3 

VAT 

158.79 

634.39 

25.0 

Total 

276.56 

1033.24 

26.8 


S<mrte. Bangkok Japanese Chamber of 
Commerce, The I2lh Engurical Survey 
on Japanese Enterprises, 1993, p 3. 
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develoiniiem because each had its own 
company in each industrial sector, and 

(4) this condition intensified com¬ 
petition and technological development 
among leading business gioups, and it 
caused rapid economic devek^ment. 

It is easy to idmify the difference between 
‘one kit-ism’ and ‘one set-ism*. It is 
possible to say that the former neglects 
some functions of technological industrial 
co-dependence and also human factors for 
that matter, while die latterseeks to analyse 
the specific institutional and human 
idiosyncrasies unique t§ each individual 
business sector. 

There are some reasons that make 
imbalance of trade inevitable for the Thai 
economy. The need to import equipment 
and materials to promote the policy of 
localising the automobile industry is fore¬ 
most among these factors. The impoitation 
of modern equipment is tentative, but 
matenals ate increasingly imported in 
accordance with the rapid ^velopment of 
the Thai automobile industry. Currently. 
Thailand has no supplier of specific steels 
and if they intend to establish a modem 
iron and steel industry, then again the 
effort to balance trade will be impeded. 
We can find this kind of ‘vicious circle’ 
in numerous industrial sectors of the Thai 
economy. Indeed, Thailand is going to be 
abigimporterof crude oil and fuel because 
of its rapid motorisation. Here again, 
modernisation will create initial import 
needs that will facilitate exports while 
offsetUng the trade balance. 

In these cases, Japanese companies 
increase their share of international trade 
andtheirown ‘presence’ withoutdisrupting 
the progress toward a well-balanced 
economy in Thailand. 

Fuith» collabormion of this may be 
seen in a JCC report on the amount of tax 
paid by member companies. A question¬ 
naire survey was given to the member 
companies concerning their tax payments 
and only 21S companies replied. However 
the results were noteworthy. Table2shows 
that these 215 companies paid more than 
5.3 per cent business tax and 11.8 per cent 
value added tax (VAT> in Thailand. ’The 
share of their direct amount of sales to that 
of tbek total amount of sales in Thailand 
amounted to 1.4 per emit. The share of 
their products at Ae market transactions 
amounted to 3.0 per cent. Briefly put, in 
spite of their sm^l market shares, JCTs 
pay relatively higher taxes than domestic 
enterprises. 

It should be noted diat the share of 
business tax is smaller than that of the 
VAT and their payment share did not 
increase as much as the economic growth 


rale of Thailand. Most ICTs were esta¬ 
blished recently, utilising some tax incen¬ 
tives issued by the boa^ of investment 
(BOI). This means that JCTs’ tax payment 
vrill increase sharply in the near future 


after their incentive terms are over. Theri 
their .social ‘presence* mi^ be biggetl 
So. roughly speaking. JCTs are ‘excelleiJ 
companic.s' in Thailand in tenns of thf- 
taxes they contribute to the econemy. 


Table 3; Cartal Backoround of Top 1(X) Cumpaviij, in Sales 


Ranking 

Thai 1 

Thai2 

Thai 3 

Western Japanese Asian lhai- Thai- 

Westem Japanese 

Thri- 

Aaian 

J-IO 


6 


1 

2 

1 




11-20 


2 

3 

1 

2 

1 


1 


21-30 


2 

1 

2 

2 

3 




31-40 


1 

3 

.3 

1 

2 




41-SO 


I 

2 

1 

2 

2 

1 

J 


31-60 


1 

2 

1 

2 

1 

2 

1 


61-70 


3 


1 

1 

3 


1 

1 

71-80 


2 

2 

2 

1 

3 




81-90 


» 

3 

\ 

2 

1 

1 

1 


91-100 


1 

1 

1 

3 

2 1 

1 



Total 


20 

17 

14 

18 

19 1 

5 

5 

1 

Source 

Million Baht Business Information Thailand, 1993 






Table 4- Capital BACKcanuND of Top 100 Companies in Paorn 



Rairicing Thai 1 Thai 2 Thai 3 Western Japanese 

Asian Thai- Thai- 

Thai- 

West-I’ 







Western Japiinese 

Asian 

JPN i 

1-10 

6 

1 

2 

1 






11-20 

4 

1 

3 

1 

I 


2 



21-30 


1 

2 

3 






31-40 


2 

2 

2 

4 

1 

1 



41-30 

1 


1 

2 

3 



1 


31.60 

3 

3 

3 


1 





61-70 


1 

2 

4 



1 

2 


71-80 


3 

2 


4 


1 



81-90 

1 

.3 


2 

3 




1 

91-100 

2 

4 


3 

1 





Total 

19 

19 

17 

18 

17 

I 

3 2 

3 


Sourte Mittim Bakt Business Informatton Thatland, 1993 






Table S. Capital Bacmiround of Top 100 Companifs in Asset 



Ranking 

Thai 1 

Thai2 

Thai 3 Western 

Japanese 

Thai- Thai- Thai-Ana. 








Western Japanese 


l-IO 


7 


3 





. 

11-20 


5 


2 

1 


2 


< 

21-30 


3 

2 

2 


2 

1 



31-40 


1 

3 

2 


1 


1 


41-30 


1 

2 


1 

3 


1 

2 

51-60 


1 

2 

4 

3 




il 

61-70 


1 

3 

2 

3 

1 



1 

71-80 


2 

4 

1 

2 

1 




81-90 


1 

4 

2 

1 


1 

1 


91-100 



3 


.3 

1 

1 

2 

t 

Total 


22 

23 

18 

16 

9 

5 

5 

2 }' 

Source MiUim Baht Business InJormaUon Thailand. 1993 





T ABLE 6 Amount of Paonr CLA-isinLo av Rankino and Capital Batkoround 

1 









(Mn Bah, 

Ranking Thai 1 Thai 2 Thai 3 Western Japanese Asian Thai- 

Thai- Thai 

Western 

Toui 







Western Japanese Asian Japanese 


1-10 

34089 

5841 

19827 

6980 





66736 

11-20 

63.56 

1976 

5666 

1911 

1714 

2 



17622 

21-30 

26.13 

1210 

2350 

3630 


2479 



12301 

31-40 


1916 

1893 

2123 

3916 




9.348, 

41.50 

817 


845 

1679 

2598 817 813 

857 


8426> 

51-60 

i|99 

7197 

2264 


680 




7340’ 

61-70 


646 

12.36 

2422 



632 1206 


0l4li 

71-80 


1655 

1074 


2219 


530 


54781 

81-90 

493 

1493 


1002 

1518 



.524 

.5030’ 

91-100 

922 

1793 


1360 

475 




4549. 

Total 

47508 18727 35155 

21107 

13120 817 3292 

1162 206.3 

524 

143475 

1 


Source' MiUiim Baki Business litformaUon Tkailmd, 199.1 
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Through this data, we can assess the 
presence of JCTs in Thailand. However, 
these indicators do not always mean that 
the economic pertormance of Japanese 
companies is good We need some 
managerial indices for a basic under- 
•Standing oi the performance of JCTs. 

II 

Database 

Remaikabie research has been conducted 
on the leading companies ot Thailand in 
recent years In paAiculm-, many studies 
have btsn made of the large corporate 
groups there. These groups feature strong 
family bes and have been expanding rapidly 
into other fields such as dhstribution and 
financing. They arc classi ficd as' zaibatsu' 
due to their similarity to the large pre-war 
Japanese conglomerates. Included among 
these studies on the ‘/aibat.su’ arc the 
senes of .studies by Suehiro, who has also 
studied the newly emerging groups 
founded on technological expertise. 

Here, based on the studies of Suehiro, 
an examination will be made ot the 
components and ieaturcs of leading Thai 
companies dunng these pa.st tew years 
from a different angle The mam data used 
consists of entries in the Million Baht 
Business Information, which is published 
yearly in Thailand since the 19X0s and lists 
the top 12(X) Thai companies by sales, 
proflLs, and assets Here, u.sc was made of 
the 1993 edition of this book, which earned 
data for 1992 A focus was placed on 
the top too companies in each ranking, 
their shareholders and the per centage ol 
each company's shares ot the industrial 
sector. 

This reference provided a short list ot 
the major shareholders lor each company 
However, only lOorsomajoi shareholders 
(including- companies and public 
institutions) were iVstcd Where the firm 
was a strong, pn vately operated enterprise 
i(X> per cent of the shareholders could he 
confirmed. But m cases of companies with 
a large number of shareholders (though 
not many cases were seen), a small per 
centage ot shareholding companies were 
introduced in the source, and no business 
data was given fur the re.st. This gap in 
information was partially filled by data in 
the Thailand and Executive ~ A Who's 
WhoDiret-iorv -iA i'awana’sPublication, 
Annual Edition) and the Federation of 
Thai Industries Directory 1993/94 (The 
FedcratinnofThai Industries, 1994) There 
was little consistency between these two 
references and the information in both was 
totally u.scles.s for .some firms. Use was 
theieiore also made of the flies of Ekachart, 
a local invc.stmciil consultant firm. 


Tamx 7 SHAWorftaRrOussinBDavRANiaNa ANDCAHraLBAOcaaoiMi 

(Pereeni} 


Ranking Thai I Thai 2 Hui 3 Western Japanese Asian Thai- Thai- Thai- Western Tuttl 

Western Japanese Asian Japueae 


l-io 

2376 4 07 

1382 

973 






4651 

11-20 

443 138 

395 

1.33 

119 


2 



1Z28 

21-.30 

183 084 

IJS4 

2J3 


172 




tS7 

.31-40 

136 

132 

148 

273 





686 

41 SO 

0 57 

0.59 

117 

1.81 

022 0.57 

0.60 


587 

51-60 

153 I 53 

IS8 


047 





5.12 

61-70 

045 

086 

169 



0.44 

084 


4.28 

71-80 

1 IS 

075 


1.56 


037 



3.82 

81-90 

034 104 


070 

106 




OS! 

381 

9|-|(X) 

064 125 


095 

0.33 





3.17 

r<xai 

.33 11 1305 

24.50 

1471 

9140 

0 57 2 29 OJl 

144 

0.37 

loaoo 

Siiune 

Milium Baht Business Injommtion Thailand, 1993 






Tabu 8 Asset CLAs.sinEU bv Ranking and Cahtai. Backgbound 











(Mn baht) 

Kankiiig 

Thai 1 Thai 2 

Thai 3 

Wc.stem Japanese 

Thai- 

Thai- 

Thai- 

Total 







Western Japanese 

A&ian 


I-10 

1496626 


978761 






2475387 

11-20 

234067 


126094 

39343 


42267 


41325 

483096 

21-30 

87793 

55098 

55.567 


53695 

28981 



281134 

31-40 

709‘W 

51932 

37433 

3f989 

16597 


19815 


185765 

41-50 

12325 

29.364 


13841 

38573 


12682 

26684 

133469 

51-60 

10408 

22956 

43243 

31017 





107624 

61-70 

9237 

259II 

18941 

27082 

9645 




90816 

71-M) 

15799 

3 IS 16 

7919 

15791 

7484 




78509 

81-90 

7099 

27921 

142.54 

6858 


7014 

6460 


69606 

9!-l(XI 


18271 


18614 

6318 

6152 

12484 


61839 

Tulal 

18<M35I 262969 

1282212 

1915.35 

132312 

84414 

SI44I 

68009 

3967245 

Simri f 

Milium Baht Business Informalifm Thailand 1993 






Tabu 9 

Share of Asset CLAS-siFiru 8\ Ranking aiW Caph al Backorouno 











(Per tent) 

kanking 

Thai 1 Thai 2 

Thai 3 

Wesicm Japanese 

Thai- 

Thai- 

Thai- 

Total 







Western Japanese 

Asian 


1-10 

.37 72 


2467 






6240 

11-20 

5 90 


.3.18 

0 99 


1 07 


104 

1218 

21 30 

221 

1 39 

140 


1 35 

073 



7.09 

31-40 

0 53 

1 30 

094 

098 

042 


050 


468 

41 50 

0 31 

074 


035 

097 


032 

067 

3 36 

5t 60 

0 26 

0 58 

109 

078 





271 

61 70 

073 

065 

048 

068 

0 24 




2 29 

71 80 

(140 

0 79 

020 

040 

0 19 




198 

81 90 

0 IK 

070 

036 

017 


018 

016 


175 

91 ira 


046 


047 

016 

0.16 

031 


..56 

•^i)t.il 

47 75 

6 63 

32 32 

4 82 

3 34 

213 

130 

171 

100.00 


Suune Milium Buhl Business Infonnaluui Thailand, 1993 

Table 10. Registerfd Cafttai in Thailand since I960 

(Mnhaht) 


Aggregale Capital 

Increase 

1986-9.3 

_Per Cent Increase 

1960-85 

1960-93 

1985 

1993 

Total 

.36635 

310190 

273555 



Thai 

26276 

209747 

183471 



Foreign 

10359 

10044.3 

90084 

100 0 

lOdO 

Japanese 

2768 

43659 

40981 

267 

454 

Taiwanese 

937 

9912 

8975 

90 

100 

Amcncan 

1717 

7248 

5531 

166 

6.1 

Hongkong 

509 

11840 

11331 

4.9 

126 

Bntish 

724 

3804 

3080 

7.0 

34 

Singaporean 

458 

2447 

1989 

4.4 

22 

Swiss 

152 

1984 

1832 

1.5 

2.0 

Dutch 

276 

1035 

759 

27 

0.8 

Prance 

66 

986 

920 

06 

1.0 

Malaysian 

271 

1007 

736 

26 

0.8 


Note Registcied capital means the capital which has agreement of BOI 
Source Monthly Report 
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The m%jor shateboMen were first 
divided itto Thai capital, western capital. 
Japanese capital, and non-Japanese Asian 
capital. Further, Thai capital was diviited 
into that primatily owned by the Crown 
Property Bureau, the nnnistry of Biunce, 
and other Thai governmental agencies 
(Thai I), companies which aie traditional 
family enterprises (Thai 2), aiul other 
companies (Thai 3). 

ThenuyorieasonfordematcaungThai 3 
was that there are a large number of 
companies with extremely large dqxrsits 
at the Stock Exchange of Thailand (SET) 
It is difficult to assess what this means. 
Perhaps the aim of this is to weaken the 
private enterprise or family-run nature of 
the company through the SET’s flooding 
the market with the shares enhusted to it 
at the time of listing at the Bangkok Stock 
Exchange Evenso,inlheeventofflooding 
the market, if the original managers and 
their families were to buy up the shares, 
then diere would be a chance of these 
lirms retaining their old .style of func¬ 
tioning. Con.sidcrablc progress, however, 
IS being made in the dispersion of share¬ 
holders Some firms have lost much of 
theirfamily-run charactenstics. This is not 
meK'iy in terms of the composition of the 
shareholders Ihcre has been an increase 
in technocrat-style management, and 
judging Irom the situation, Thai 3 includes 
compames in which the ratio ol deposits 
in the SET arc the largest in the listing of 
maiorshareholders This type also includes 
compames where shareholders have been 
dispersed, orthc holdings of the founder’s 
family are le.ss than 10 pci cent. 

When looking at the breakup of other 
shareholders, excluding the one's with 
SET holdings, companies with majority 
shares held by government organisations 
were classified as Thai I. It should be 
noted that Siam Cement features a con¬ 
siderable variety ol shareholders, but was 
classified as a government firm (Thai I). 
For this reason, the shares which that firm 
held in other companies were counted as 
government-owned. 

Among western and Japanese firms there 
were quite a few in which 51 per cent was 
owned by ‘Thai capital’ due to restrictions 
under the investment laws. There ate. 
however, cases of dummy compames and 
also cases where the local shareholders 
follow the management policies of their 
foreign partners. Th^ firms judging from 
the actual situation, have been classified 
as ’western’ or ’Japanese’. As opposed to 
this, there are companies which arc joint 
ventures with foreign firms, but if the clear 
majonty owneris’Ihai and where manage¬ 
ment power is deemed to reside with the 


TableM: iUNUWi amp bDumiALSsaos of Top 100 Companies by Saus 


Ranking Oil and Maim- Agio Utibues Commace Tnmipoit Hnanoe RealEiMe, 
Muiing factuilng Business and Services Constiuction 


i-IO 

4 

2 



1 


3 



11-20 

2 

3 


3 



2 



21-.t0 

1 

3 

1 

3 



2 



31-40 


4 


3 



3 



41-30 


2 

2 

4 



1 


1 

51-60 

1 

2 

1 

3 



2 


1 

61-70 


5 


2 



3 



71-80 


5 


1 



4 



81-90 

1 

3 

1 

1 1 





1 

91-100 


6 

1 

2 





1 

Total 

9 

35 

6 

1 22 

1 


22 


4 

Note 

Utilities means eleciriciiy, gas and water supply 






Source 

Million Baht Business htfomuiiton Thailand, 1993 







rABii 

2 RANKim AND iNOiwnuAL Sfctor op Top 100 Companies by Paum 


Ranking 

Oil and 

Manu- 

Agio 

Utdities Commerce Transport Rnanor Real Estate, | 


Mining 

facluni^ 

Business 

and Services 



Con&tnicuon ; 

4 

I-IO 

1 

i 


I 

5 




1 { 

11-20 

1 

2 



4 





21-.30 

1 


1 

1 

6 




1 1 

31-40 

1 

3 


3 

2 


1 


1 

4I-.30 


4 


3 

.1 




1 

51-60 

1 

2 

1 

2 

4 




1 1 

61-70 


4 



4 


1 



71-80 


3 

2 

2 

3 




.3 i 

81-90 


4 


2 

1 


2 



91-100 


4 


2 

3 




1 

Total 

6 

27 

4 

15 1 

35 


2 


in 

Source 

Million Baht Businesi Information Thailand, 1993 







Tabu 

13 Rankint, and iNDusniAi SsmiR oi Tor 100 Companiu bv Assiis 


Ranking 

Oil and 

Manu- 

Agro 

Commace Transpon 

Finance 

Real Esuiic, 


Mining 

foctunng 

Business 

and Services 




Consinictiim 

1-10 





I 

9 




M-20 

n 





8 




21-30 


1 




8 



1 

31-40 

1 

1 


2 


5 



1 

41-50 

1 

4 




5 




51-60 

1 

2 


I 


5 



1 

61-70 

1 

2 

1 

1 


5 




71-80 

1 

2 

2 

2 


3 




81-90 


3 


2 


4 



1 

91-100 

1 

3 


2 


2 



2 

Total 

8 

18 

3 

10 

1 

54 



6 

Source 

MtPh'n Baht Business Infornuilmn V'ailand, 1991 








Table 14 Paom (»■ Top I(X) Companies 














(Mn bnhilij 

Ranking 

Oil and 

Manu- 

Agio Cominerre Trans- 

Finance 

Tele- 

Real Estate. Total 

Milling 

factunng Business and Services port 


comm Constiuction 

i-IO 

Nl.’i 

4677 


4381 

.37715 



5840 

667.36 

11-20 

1910 

3289 



63.56 



6068 

17623 

21 -to 

12'rfi 


1195 

1197 

7433 



1210 

12101 

3140 

IIIK 

2873 


28.57 

1988 

1010 



9848 

41-50 


3383 


2534 

^510 




8427 ! 

51-60 

OKO 

1478 

7.58 

1367 

3057 




7340 

61-70 
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Thai side then, these companies have been 
classi/ied as *7 nai-westem’ or ‘Thai- 
Japanese’. 

The Hong Kong Shanghai Bank, Cathay 
Paci/ic and the Indo-Sue/ Bank are based 
in Asia or Ail ica, but were established and 
promoted by western capital and thcrcfoie 
have been classined as western Tinns 

III 

ProRle of Thai Companies 

Tables 3,4 and 5 show the top lOUThai 
companies in teims ot sales, profits, and 
assets classified into capital background 
tor each group of lU firms As will be 
demonstrated by these tables, most of the 
leading Thai companies arc owned by 
private Thai capital. Also, most are tradi¬ 
tional fami iy-run operatioas shown by Thai 
2 These far surpass the Thai 3 (inns, 
which are all indicators of modem manage¬ 
ment operations Another iactor which 
should be noted is that there are more 
private lirms in teims of profits than there 
an: in terms of sales Also, there are more 
pnvatc firms in the area of assets as well. 
Tiiat IS, Thai pnvatc lapitai can be said 
to be more supenor in capital accumulation 
than in business turnover 
Another major gmup on par with pnvatc 
Thai companies is I'oveniment-owiied 
comparuesshowitbyTliai 1 fhese account 
for over 20 per cent of the linns in each 
ol the three hsungs. In particular, they 
account for over 24 out ol the top l(X), or 
close to onc-quartei ot the firms, in terms 
of assets Further. thi.s group of companies 
is concentrated near tiie top in the li.sted 
firms. Looking at just the top 20 lirms, 
government-owned companies account 
for 6 out ot to in terms of sales, 14 out 
ot 20,in temis of piolits, and 12 out of 
20 in temis ol assets Some ot thc.se su|hm ■ 
superior Cvimparues arc so stiong as to 
be beyond the reach ot pnvatc Tliai capital 
The strength of the govemmenl-owned 
companies is shown more cleutiv in 
Tables 6 and S and in Tables 7 and 9 Tlie 
former tables show the actual tigua's 
for their profits and assets, while the 
latter shows the percentages inde.scsJ in 
the Uitals. 

First, as will be undcr.siood tmm Tables 
6 and 7, insofar as )ust the pioflts go, onc- 
third of the top ! (X) companies arc govern¬ 
ment-owned Further, rhe.se tables show 
the extreme supennnty of the top fimis 
within the top 100 TTie 10 topmost com¬ 
panies earn 46.31 per cent, or almost half, 
of the total profits of the top 100 firms 
Further, over half of the amount is earned 
by government-owned companies. 

This trcndissccnmoredcaily III Tables 8 
and 9 Not only do the TTiai government- 


owned companies hold close to half of the 
total assets ol the top 100 firms, but the 
top 10 fnm.s own close to 40 per cent of 
lheas.sets Further, in considering That 1, 
Thai 2 and Thai 3 in terras of total TTiai 
capital in the strict sense of the term, thi.s 
reaches 87 pci cent of the top 100 firms 
Wheiicoiisivtenng assets, the influence of 
the foreign capital is irrelevant. The basis 
toi capital accumulations in Thailand 
must still be said to be promoted by the 
govemment-owned companies. 

Insofar as .sales go, the Japanese firms 
are the highest in ranking among the 
foreign- owned companies. Japanese firms 
accounted lot 19ofthetop 100. Combined 
uith 'Thai Japanese’ firms, they account 
lor 24 ol the top 100 That is, close to onc- 


quatter of the top 100 flims by sales in 
Thailand are under the direct or indirect 
influence of Japanese corporations. From 
the standpoint of profits, howewr. then; 
are only 1 7 Japanese firms ranked among 
the top 100(l9whenT1uu-Japanesenrms 
are added), and these account for less than 
10 percent of total profits. Even western- 
owned firms, which are fewo- than the 
Japanese in the top ranking of sales, ovn- 
lake the Japanese firms in the ranking of 
profiu. They account for a 15 per cent 
shareof total profits even withoutinchidmg 
‘Thai-westem’ firms or 1.5 times the share 
of Japanese firms including ‘Thai- 
Japane.se’ companies. Further, none of the 
Japanese-own^ firms make it into the top 
10 by profits. 
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Tablc 16 Asset OF Top 100 Companies 
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Table 17 Share or Assets of Top 100 Oimpanibs 
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Among the westem-bwned c(Mnp«nies, 
Union Oil’s Unocal ranks fourdi and 
generates close to 10 per cent of the total 
profits of the top 100 firms. This profit 
alone is equivalent to that of the Japanese- 
owned firmsinthe top 100. The temaikable 
performance by this firm is a result of the 
rapid improvement in its management in 
1993. It had not always ranked so highly. 
Since its natural gas business has improved, 
however, there is a chance that it will 
consistently remain at that high position. 
Among Japanese-owned firms, Toyota 
ranks 16th. This is aconsiderable improve¬ 
ment from the 46th place of last year and 
is the first time that a Japanese firm has 
made it to the top 20. In ftis group, there 
IS also the western-owned Shell. 

Japanese-owned firms represent a much 
smaller presence when it comes to assets. 
Only nine are present in the top 100 firms 
Their combined assets account for just 
over 3 per cent of the total assets of the 
top 100. Not even one Japanese firm can 
be found in the top 20. Iionically, Japanese 
companies have invested much in 
Thailand, .sell much in Thailand, and are 
large in terms of corporate presence there, 
but run into trouble when it comes to 
profitability and have not necessarily 
succeeded in forming a.s.sets. BOI .~>tatistics 
are iKsted in Table 10 to show the si/e of 
the investment made by Japanese 
companies in Thailand 
A somewhat special method of classi¬ 
fication of industrial sectors is used here 
in consideration of the situation in 
Thailand First, the oil-retining sector is 
separated from manufactuiing and is 
classified together with mining. Both oil 
refining and mining are areas in which 
well known multinational corporations 
have staked claims. For this reauson, the 
oil refining sector and petrochemicals are 
not included in manufacturing here 
Further, real estate and construction are 
combined in a single group in view of the 
fact that they are concurrent and are mostly 
run by the .same families. Unlike Japan, 
where real estate and construction are 
suictly regulated by the business law,«. 
these two sectors are oftenoperatedconcur¬ 
rently in lliailand. Here, communications 
includes broadcasting 
A look at the companies in the industrial 
sectors reveals a veiy interesting fact. 
Manufacturing accounts for an extremely 
large share of the top 100 firms in sales 
as shown in Table II. When oil-related 
companies are added, they account for 
half of the total. Almost all the Jiqianese 
firms fall under the category of manu¬ 
facturing. Western ftnnsalsohaveastrong 
piesence in manufacturing, but appear 
noticeably in the oil-rctaied and financial 


sectors as well, bi paiticutar, there are 
three multinational corporations deal¬ 
ing in oil refining and distribution in 
the top 10. 

Apart from manufacturing, Thai capital 
overwhelmingly exhibits the greate.st 
strength in aimmerce, services and finan¬ 
cing in which it has a high share. In pani- 
cular, the strength of the Thai capital con¬ 
centrated in the financial sector can be 
seen from Tables 12 and 13 showing the 
top 100 firms in terms of profit and assets. 
The greatest number in terms of profits 
are those in finiuice When combined with 
commerce and services, these account for 
SO of the top 100 

The central movers in the real estate 
sector in Thailand are the developers of 
industrial estates, etc, which have begun 
constructing and dealing in huge con¬ 
dominiums in the urban areas. This sector 
was not particularly outstanding in the 
surveys at the end of 1980s but now there 
are four firms (of which (one) is in con¬ 
struction) in die top 100 in terms ol sales, 
10 (2) in terms ot profits, and 6 (I) in terms 
of assets The (.ict that this sector accounts 
for 10 percent of the top 100 firms in terms 
of profits shows that real estate is highly 
profitable in Thailand. Further, this sector 
IS completely dominated by Thai capital. 
Japan’s general contractors are also opera¬ 
ting in Thailand, but none has risen to a 
top position 

While the rapid growth of the real estate 
sector is impressive, the stronghold of 
Thai capital «.ontinues in the financial 
sector Until several years ago, there was 
notable growth in investment companies 
and investment consultancies in addition 
to banks An overwhelmingly high 54 of 
the top IdO firms in terms of assets arc 
in the Hnancial sector The financial sector 
account! t<M ilosc to half of the total 


profits of die top 100 in tenns of assets 
(Tables 14 and 15). 

As .opposed to this leaving aside the oil- 
relatod sector, the manufacturing sector, 
dominated by Japanese and other foreign 
capital, despite the large sales, accounts 
I or just over 18 percent of the total profits 
of the top 1(X) firms (Table 15) arid just 
over 5 per cent of the assets of the top 100 
firms (Table 17). In Thailand, manu¬ 
facturers are compelled to make massive 
investments in fixed capital, and suffer 
from various problems due to the size of 
the workforce. It is difficult not only to 
secure raw materials and intermediate 
goods or to deal with local content lequiie- 
ments but also only very small profits can 
be realised. In terms of asset-forming 
ability, this sectorcomes nowhere near the 
companies in the financial and services 
sectors, which are based in the cores of 
the big cities with rising values of real 
estate and stocks that keep pace with the 
country's industrial growth. In Sum, 
Thailand is introducing foreign capital 
into the country very .efficiently Load 
capital is not only undamaged but growuig. 
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Foreign Direct Investment and Pattern of IVade 

Malaysian Experience 

Bcriiard Tai Khiim Mien 

This paper explores the relationship between incoming FDI and trade orientation in the Malaysian 
manufacturing sector. Itfinds that hv pursuing an open and pro-active trade and industrial strategy, Malaysia 
has been able to realise the benefits of FDI However, resource-rich transnational companies have brought 
about a higher level of market com entration. 


Introduction 

THE last three decades have witnessed 
marked changes in the global organisation 
of industry Transnational coiporations 
(TNCs) have become a poweiful force in 
international trade and the 'new wave’ of 
TNCs operating in developing countnes 
IS said to he more trade-oriented and 
capital-intensive. On the other hand, tticrc 
have been significant structural trans¬ 
formations in the developing countnes; 
besides rapidly becoming integrated into 
the global economic system, these eco¬ 
nomies, paiticularly the newly industria¬ 
lising countries (NICs) and near-NlCs, 
have expenenced a favourable shill in the 
comparative ad^antage of the non- 
traditional manufactunng sector Today, 
these countnes export not only products 
in which they have the tradilftmal com¬ 
parative ad vanuge (such as resource-based 
and labour-intensive manufactunng pro¬ 
ducts) but also produt ts that they did not 
have any comparative advantage in 
previously (such as higher value-added, 
technology- and capital-intensive manu¬ 
facturing products) ’nieconvenlionaltradc 
theoiy (eg, nco-classu al). which holds the 
simple assumption that a nation's com¬ 
parative advantage is based on its relative 
factor endowments seems unable to give 
a satisfactory explanation of this pheno¬ 
menon. Naturally, economists begin to 
ask if there is a link between foreign direct 
investment (FDI) and structure trans¬ 
formation in developing countnes 
In g''neral, the industnal and trade 
structure of a country is determined by 
both endogenous and exogenous factors. 
&idogenous factors comprise industnal 
ind trade policies that are implemented 
and factor endowment of a country. 
Exogenous factois encompass external 
influences which are beyond the control 
of a country, including impacts from FDI. 
The prease impacts of these external 
influences have yet to be understood fully 
especially with regard to their effects on 
the host countries' t, adabilily and patterns 
ofspeciali-sabon This papcraims to explore 


quantitatively the relationship between 
incoming FDI and trade orientation in the 
Malay.sian manufacturing sector. 

II 

Background 

Foreign invr!>turs have been involved in 
the Malaysian economy forover acentury. 
British capital flowed into tin miiung and 
rubber plantation sector soon after British 
rule extended to Peninsular Malaysia in 
1874 The growth of tin mining and rubber 
plantiUioii was propelled by the large inflow 
of manpower from China and India. These 
two cxpoit-oncnted sectors had become 
the backlione ot the Malayaeconomy since 
then and the development of these sectors 
was accompanied by a growth in the 
signilicanceofTNCs.By 1935, the London 
Tin Corporation controlled 20 companies 
in Malaya which accounted for SO percent 
of the foreign sector's tin output [Alien 
and Donnithionc 1957- 157], In rubber, 
the British merchant houses based in 
Singapore such as Hamson and Crosfield 
Ltd. Guthrie and Co Ltd and Sime Darby 
Ltd played an important role as inter¬ 
mediaries between the rubber producers 
of Malaya and the capital markets of 
western liuiope These compames then 
extended their influence and evolved to 
become major holding compames which 
owned and lan a large numberof enterpri.sc.s 
in Malaysia's primary sector [Allen and 
Donmthrone. 1957. 119]. 

During the colonial era, most of file foreign 
capital tha' flowed into Malaysia was in the 
form of direct investments and loan capital 
toInteip-contnillcdcompaniesinMalaysia. 
However, following the rapid expanaon of 
the local industnal sector since independence 
in 1957, fort, ign capital in the form of joint 
venture and loan provided to locally- 
controlled films became more significant. 
Throughout the period 1970s to mid-1990s 
the inflow of direct investmem had always 
outstepped the inflow of portfolio invest¬ 
ment and loan capital However, as a result 
of the repateation of profits by TNCs, the 
long-term assets of companies in Malaysia 
showed a negative outflow throughout 
the penod. 


An import .substitution industrial policy 
was implemented in Malaysia in the late- 
1950s. Government intervention in the 
economy became obvious following the 
enactment of the Pioneer Industry Ordi¬ 
nance in 1958. Under the ordinance, tariff 
I ates on pioneer industries were increased 
with the aim of protecting the domestic 
market and attracting foreign investment. 
As a result, a few foreign textiles and 
electronic Hrms were set up to exploit the 
protected domestic market in the following 
few years (Rasiah 1992] Hits wave of 
TNCs was mainly inward-looking, 
involved in labour-intensive and low 
technology production activities. The 
growth of these industnes was howeve, 
restricted by the small domestic market. 

Towards the end of 1960s, an export- 
oriented industnal policy was introduced 
along with the existing import substitution 
policy Toencourage investment inexport- 
onented manufacturing activities, the 
Investment Promotion Act was enacted in 
1968. Underthe act, incentives such as tax 
exemption, investment tax credit, re¬ 
investment and export allowances were 
provided. In 1971, the Free Trade Zone 
(FTZ) Act v'as introduced and firms were 
allowed to locate in FIZ if not less than 
80 per cent of their products were exported. 
Firms operating inside the zones were 
exempted from custom duties. They also 
enjoyed attractive incentives including 
pioneer status and investment tax allow¬ 
ances. Toencourage thedispersal of indus¬ 
tnes, the concept of licensed manufactunng 
warehouses (LMW) was introduced and 
firms that operated under the concept 
shared similar facilities and incentives as 
enjoyed by Arms operating in FTZs. All 
these efforts had led to an increase in the 
inflow of foreign capital into the manu¬ 
facturing industry. 

Following the riot in 1969, attributable 
to the uneven distribution of economic 
resources between major ethnic groups in 
Malaysia, the new economic policy (NEP) 
was implemented with the main objectives 
of reducing poverty and eliminating the 
identification of race with economic 
function. The latter, also known as the 
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ieati«c(tirtiig<A!jective,wwtobe«dri^ 
by eUmiM&ig nciai dififorence in em> 
ptoyment and asset ownenhip. bi 197S, 
the Industrial Co-ordination Act was 
enacted with the objective boosting the 
bhumiputia’s (indigenous Malay) share of 
corporate equity in commercial and 
industrial enterprises fnnn 2.4 per cent in 
1970 to 30 per cent by 1990. Under the 
NEP, a few powerful govemment-omied 
trust agencies were formed. Among them, 
the ASN. PNB and MARA acted aggres¬ 
sively in acquiringequitiesof foreign Arms. 
The equities acquired in the form of unit 
trust were then transferred to the hands of 
bhumiputra individuals. In the late 1970s, 
the government of Malaysia introduced 
more stringent guidelines on equity holding 
and at the same time supported and 
encouraged the implementation of joint 
venture projects with at least 30 per cent 
bhumiputra participation. 

However, the NEP had not reduced 
sigmOcanily the relative share of foreign 
ownership in the manufacturing industry. 
Since the export promotion strategy still 
remained m place under the NEP, foreign 
export processing firms continued to hold 
full equity. Despiteeffortstoinciease local 
share, foreign equity component in locally 
control companies went up by 3 I per cent 
(from 8 9 per cent to 12 per cent) in the 
penod 1971-80. A significant gain was 
recorded in the manufacturing sector from 
10 4 per cent in 1971 to 13.3 per cent in 
1980 On the whole, however, there was 
a decline in foreign equity, from 36 per 
cent in 1971 to 23.2 per cent in 1991, 
patucularly in the other mining, rubber, 
tin, construction and banking and finance 
secuirs. Despite this the share of foreign 
equity in the manufacturing sector 
remained high at 42.3 per cent in 1971, 
38.2 per cent in 1980 and 40.4 per cent 
in 1991 [Department of Statistics]. 

In total, the value of the fixed asset of 
limited companies in Malaysia increased 
from RM 4,559 million in 1970 to 
RM 1,13,537 million in 1991. The share 
of fixed assets owned by foreign investors 
dechned from 56 per ceiU in 1970 to 27 
per cent in 1991 with a more significant 
decline noted in rubber, tin mimng, other 
agriculture, construction, and wholesale 
uude industries. Nonetheless, foreigners 
still held a substantial share in the 
manufacturing and other mining sectors 
(74 and 43 per cent respectively in 1991). 

There was a significant shift in the 
country's industrial policy direction 
following the mid-198(is econoimc reces¬ 
sion. Reacting to the worsening financial 
position, the government embarked on a 
programme of consolidation, liberalisation, 


deregulation, privatisitioii« and the en¬ 
couragement and promotion of FDL The 
licensing requirements underthe Industrial 
Co-ordination Act, 1975 had been relaxed 
several times since 1979. Attractive incen¬ 
tives were offered to prospective foreign 
investors under the Investment Promotion 
Act, 1986. Under the same act. some 
foreign firms were allowed to hold up to 
100 per cent of company equity. Due to 
the more liberal approach as well as a more 
favourable international development, 
there was a significant inflow of FDl. 
partkxilarly in the manufacturing sector. 
Foreign equity in the qiproved manu¬ 
facturing projects grew at an average 
rate of 36.8 per cent in 1971-91, ^faster 
than the 27.9 per cent recorded for the 
local equity In 1987-95, more than half 
of the paid up capital in the ap|»oved 
manufacturing project came from foreign 
firms. 

Although the number of foreign- 
controlled finns is far less than the local- 
controlled firms (16.3 per cent as against 
83 per cent respectively in 1991), the con¬ 
tribution of forcign-controlled firms to 
gross output (47.1 per cent of the total in 
1991), value added (42.5 per cent), labour 
employment (44.2 per cent), and fixed 
assets (40 percent) were disproportionately 
higher than thcirequity sham [Department 
of Statistic.s 1992]. This suggests that 
foreign firms are usually larger in size as 
compared to local firms. 

The first wave of FDl in the Malaysian 
manufacturing sector mainly came from 
the UKand the US. However, their relative 
shares have declined ova* the years as FDl 
from east Asian countries such as Japan 
and Asia NlCs have become more promi¬ 
nent. Between 1985-95,22 per cent of the 
total RM 96 3 billion foreign investment 
inthe Malaysian manufacturing sector was 
from Japan, compared to the 12.1 percent 
and 4.3 per cent that originated from the 
US and the UK, respectively. Investment 
from Asian NlCs also grew at a rapid pace 
with 20.7 per cent, 7.2 per cent and 3.1 
per cent share of the total foreign invest¬ 
ment belonging to investors from Taiwan, 
Singapore and Hong Kong, respectively 
inl985-9S On the othet hand, investment 
from other ASEAN countries remained 
low with less than 4.5 per cent of the total 
investment in the penod under review. 

m 

FDI and Export Orientation of 
Malaysian Manufoctniing 

The previous .section highlighted the 
significance of FDI in the Malaysian 
manufactunng industry. This section 
examines the relationship between inflow 


of FDI and trade crientation in tiie 
Malaysian manufacturing inchistiy. Both 
the foreign affiliates and local firms in dm 
Malaysian manufacturing sector exported 
less than a third of their total output in. 

1970-76. Since then, however, both exW-, 
bited an upward trend in their export to 
output r^ios. The foreign firms bad a 
higher export propensity (exported more 
than 66 per cent of their total output since 

Table I Exiort Oricktation of fhe Maiaysim* S 
MANUFAmiKiNr. iNiMr^iRv, 1970-95 R 

Year Poieign Local Expent Foreign l««l |j 

Com- Com- Orient- Shore Share r 

ponent ponent anon {. 

(A) (B) (C) (Ay(C) (BWQ i 


1970 

0 879 

0269 


148 

76 

6 

23 4 

1971 

1 018 

0 275 


293 

78 

7 

213 

1972 

0 705 

0.298 


003 

70 

2 

29 8 

1973 

0 732 

0 387 


120 

65 

4 

34.6 

1974 

0.732 

0 365 


.097 

66 

7 

.33.3 

1975 

0 625 

0412 


037 

602 

398 

1976 

0665 

0477 


143 

58 

2 

41 8 

1977 

0 682 

0 551 


232 

55 

3 

447 

1978 

0 729 

0488 


217 

59. 

9 

40 1 

1979 

0 820 

0.551 


371 

59 

8 

402 

1980 

0 862 

1.223 

2 

085 

41 

4 

58 6 

1981 

0.765 

0 706 


471 

520 

480 

1982 

0 758 

0662 


420 

5.3 

4 

466 

1983 

0719 

0 740 


459 

49 

3 

.507 

1984 

0 784 

0 822 


605 

48 

8 

SI 2 

1985 

0606 

0 828 


434 

42 

3 

577 

1986 

0 931 

0 886 


817 

51 

2 

48 8 

1987 

0982 

0 725 


707 

57 

5 

42 5 

1988 

1 066 

0724 


.790 

59 

6 

404 

1989 

1 288 

0752 

2 

040 

63 

2 

36.8 

1990 

1 286 

0731 

2 

017 

63 

8 

36 2 

1991 

1 420 

0648 

2 

069 

68 

7 

315 

1992 

1 447 

06.36 

2 

084 

69 

5 

30 5 

1993 

1 494 

0642 

2 

1.36 

70 

0 

.300 

1994 

I..598 

0 593 

2 

191 

72 

9 

27 1 

1995 

1 556 

0 577 

2 

133 

72 

9 

271 


Sources Report oj the Fmanrial Survey 

Uimted Companies, Department of 
Statistics. Malaysia (1970-95); 
UNIDO, Industry and Development, ' 
Global Report (vanous issues) ! 


Table 2. boRA-lNinisiRy Trade 
(MANurACivRiNa Sei'tur) 


Country 

1970 

1980 

1995 

Singapore 

49 28 

62 32 

64 83 

US 

1 93 

60 97 

51 57 

Hong Kong 

1281 

28 1 

38 86 

Taiwan 

0 28 

1005 

44.28 

UK 

1 84 

P05 

37 32 

Australia 

6 72 

1844 

3099 

Japan 

08 

9 39 

26 20 


Notes- Index is derived by subtracting net 
imports w exports of an industry from , 
the total trade of that industry and then , 
dividing the term by the total trade of the . 
industry (Grubel and Lloyd 1975] ! 

Data, srre 3-digil level ■ 

Manufactunng sector refers to SITC 5-R; 
less 68 

.Sounie Calculated from Exiemal Trade Stansiics.' 
Depaitmcnt of Statistics, Malaysia, 1970, 
1980 and 199.5 
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1987) than local Anns (less than 40 per 
;ent) fDepaitment of Staiishcsi. 

The overall openness of an economy (or 
nanufacturing sector) is determined by 
mth the 'openness* or export ratio of 
Toreign afTiliales and of local firms. To .see 
low each contnbutes to the overall export 
■atk). we need to decompose an economy's 
ipenness into foreign and local enm- 
xments. However, one cannot compare 
he most common measure of openness - 
he exports to GDP ratio - with the export 
alio of foreign Arms as the former has 
value added in the denominator and the 
Mter has gross sales. To make the 
:oinpanson possible, wemay 'correct' the 
ixpoit ratio of foreign fiims into exports 
0 value-added ratios based on the 
jechnique suggested by Fritsch and Franct) 
;1992: 201) as below 
.X/Y>ii=(Xini/Smn))(hx(Xn(Sn)xbx( 1-W), 
where, (X/Y)m is the overall export to 
value-added ratio in manufactunng It is 
written asa weighted averageof ‘conrected* 
atios of sales abroad to total sales for 
Jomestic firms (Xn/Sn), and for foreign 
lubsidianes (Xmn/Smn). The ‘correction’ 
s done by multiplying the latter ratios by 
3, defined as the ratio of the average value 
jf soles to value addedjn manufactunng, 
3r7S^)m. Iheweightsiie given by W. the 
»les of foreign affiliates as a proportion 
if total sales in manufacturing (Smn/S) 
.Fntsch and Franco 1992* 201]. 

As shown in Table 1. I'NCs* export 
orientation reinforced tte overall outward 
orientalionofindustrialisalionin Malaysia. 
On the whole, the foreign component 
jontnbuted more towards the openness of 
the Malaysian manufactunng sector than 
the local component throughout 1970-9S 

IV 

FDI and Intra-lndustiy Trade 

Intra-industi^ trade may be dcAncd as 
the value of exports of an ‘indu.stry ’ which 
1 $ matched by the imports of the ‘same’ 
uidustry. There ate at least two hypotheses 
that explain the existence and growing 
relative importance of intra-industry 
elements in the trade between developing 
countries and developed countries. The 
Under hypothesis (1961) argues that the 
underlyingexpfanation lies inthe relatively 
converging income and hence taste levels. 
The other hypothesis relates the existence 
' of mtra-industty trade to TNCs' activities 
] such as international subcontracting and 
, offshore production. I King Malaysia as a 
I casestudyffocusingonly on manufacturing 
t trade), an attempt is made in this section 
I to test the relevance of these hypotheses. 

. Table 2 summarises the intra-industiy 
trade indices for Malaysia with her seven 


m^er trading partners, luunely, Singapore, 
thd US, Hong Kong, Taiwan, the UK, 
Australia and Japan. They are also the 
seven most impiKtant fordgn investors in 
Malay.sia which, together, accounted for 
72 7 per cent of the total FDI in Malaysia 
in 1985-95. In 1970, there was very little 
intn-industry trade between Malaysia, 
Japan and Taiwan. Less than 2 per cent 
of all of Malaysia's manufiuturing trade 
with the UK and the US involved intra- 
indu.stry trade Twenty-five years later, 
howivcr, 51.57 per cent of the total 
maiiiifactunng trade with the US, 44.3 per 
cent with Taiwan, 38.9percent withHong 
Kong. .37 3 per cent with the UK, 31 per 
cent with Australia, and 26.2 percent with 
Japan consisted of such two-way trade. 

Malay.sia enjoyed a higher average 
annual gniwth rate (5 3 per cent) in her 
real per capita income compared to the US 
(1.8 per cent) and Japan (3.1 per cent) in 
1970-80 However, its growth was still 
below that of Hong Kong (11 per cent) 
and Taiwan (7 per cent). In 1980-90, 
Malay. sia at hieved an average growth rate 
of 2 S pel cent, again out-performing the 
US (1 9 per cent), but still below that of 
Taiwan (6 9 per cent), Hong Kong (5.7 
per cent) and Japan (3.S per cent) 
I UNCTAD 1992]. Though it is widely 
rcaigni.sed ihat Malaysia has one of the 
highest growth rates in the world, there 


seems to be no convergence of income 
levels between Malaysia and her seven 
major trading partners (Tables 3 and 4). 

The results reject the Linder hypothesis. 
Instead, the Malaysian experience seems 
to suggest that the existence of intra¬ 
industry trade is a result of incoming FIX. 
Porexamirie, the growth inirrwith'niwan 
and Japan seemed to be positively cor¬ 
related with the larger inflow of FDI from 
lhesetwocountnes.especia]lysince 19808. 
The following seeks to explore more 
explicitly the relationship between FDI 
and mtra-industiy trade. 

Table 5 shows the overall distribution 
of FDI in the Malaysian manufacturing 
sector. Between 198^95,31.4 per cent of 
the FDI flowed into the electrical and 
electronic industry, 13.4 per cent mto the 
chemicals industry, 12.5 percent into the 


Iabu 4 Pi>RrHA.siNbPowi.R Parity 1993 

(VSS) 


Country 

Per Capita ONP 

US 

24.740 

Japan 

2O.8S0 

Hong Kong 

21.S«) 

Ausiralia 

17.910 

UK 

17,210 

.Singapore 

19,.M0 

Malaysia 

7,930 


Soun e World Development Keport 1995, Worid 
Bank 


Tarls ) Thi Widening Income Gam, Malaysia and Major Foreign iNvEsroRS. 1990 Prices 

iUS S million) 


Year 

Per Capita Gross Domestic Product 

■ Excess over Malaysia 

US 

DK 

Singapore 

Japan 

Australia 

1970 

15,569 

1.682 

1.283 

3,921 

13.166 

1971 

15.826 

1,647 

1.482 

4,157 

13.181 

1972 

16.293 

1,507 

1,845 

5.207 

12.563 

1971 

16.737 

1.464 

2.311 

6,092 

10,460 

1974 

16,363 

1.455 

2.413 

5,392 

10,192 

1975 

16,035 

1,603 

2,643 

5,347 

11,550 

1976 

16,722 

2,402 

2,693 

5341 

12,804 

1977 

17.220 

2,503 

2,865 

6,435 

14,138 

1978 

17.746 

2,081 

3.394 

8,102 

13,777 

1979 

17,815 

1399 

3,864 

8,872 

14,518 

1980 

17..350 

1.056 

4,332 

8,677 

14,250 

1981 

17,548 

1,524 

5,006 

9.339 

14,497 

1982 

16,904 

2.I45‘ 

5.272 

8,238 

16,188 

1983 

17.375 

2.898 

6,097 

8.872 

18,360 

1984 

18,316 

3,622 

6,504 

9,180 

20,144 

1983 

18.993 

4,231 

6,171 

9.839 

26,897 

1986 

19.526 

3,829 

6.4.30 

15,284 

28,485 

1987 

19.886 

3.346 

7,348 

18,760 

28,024 

1988 

20,496 

3.097 

8.681 

22,758 

25,442 

1989 

20,789 

3,591 

9.806 

21,909 

25.724 

1990 

20..572 

2,9.54 

11,408 

21,630 

2SJ82 

1991 

20.052 

2,821 

12.809 

24,278 

25.147 

1992 

20.084 

2.4.57 

14,057 

25,852 

26.875 

1993 

20.226 

.3.364 

1.5,519 

29.716 

30,091 

1994 

20.685 

3.334 

17,983 

32,608 

28.949 

1995 

20.584 

2,959 

20,749 

35,801 

28,959 


Source. Calculated fmmlntenuukmalFinaniialSuiiislwt, Y*arBiM)kl997,bttuiu6t>oaiMonttaiy 
Fund 
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basic metal industiy, 6,2 percent into the 
non-metallic products industry, S.6 per 
cent into the textiles and apparel industry. 
Table 6 shows FDI by country (the seven 
countnes mentioned) and by industiy. 
Tables 7to ISshowthc 10most important 
manufacturing products traded in a form 
of intra-industry trade (with each ot the 
seven countnes mentioned). 

It IS worth noting tliat together, the 10 
most important manufacturing products 
traded in the form of intra-industry trade 
accounted for a .significant ^I.S per cent 
ot the total trade between the US and 
Malaysia. With the UK the percentage was 
26.6 percent, with Hong Kong it was 17.7 
percent, and with Singapore 10 2perccnt 
The percentage was, however, less signi¬ 
ficant with Japan, Australia and Taiwan 
which stood at 5.2 per cent, 4.9 per cent 
and 2.4 per cent, respectively 

The resultscan he interpreted as follows: 
Fiist, in 1970, the most widely traded (IIT) 
manufacturing products consisted of 
agncullurc based (eg, SITCbl ,63). mineral 
re.sourcc based (e g, SflC 661 -.3,667,671) 
and labour-intensive manufacturing 
products (e g, 6.5, 664-6, 717, 735. 81-5, 
899), whereas in the 1995, mo.st of the 
products comprised rclati vely technology- 
intensive (e g. SITC 57. 71. 72, 74. 751, 
87.88) and human capital-intensive (c g, 
Srre 62, 691-4, 698-9, 764-4, 772, 775, 
776, 785. 896) manufacturing pioducts 
signalling a favourable shift in the 
comparative advantage ol non-traditional 
inanulactuimg sub-sectors in Malaysia. 
Second, the tup 10 manutactunng products 
(with the highest G -L index value in 1995} 
mostly came from the indostries with a 
high FDI component 

V 

Concluding Remarks 

Structural transformation in the global 
economy may at feet the investment 
patterns of transnational corporations. 
Different forms of foreign direct invest¬ 
ment may in turn determine the industrial 
and trade structure of host countnes. This 
paper shows that, as a reaction towards 
changes in the global economic structure 
and domestic export-onented policies, 
Malaysia's manufacturing sector which is 
driven strongly by foreign investment, has 
become increasingly outward-looking 
since the past two decades. Foreign 
participation appears to show a strong 
correlation with export-orientation. 
Increa.scd export-orientation has been 
accompanied by a favourable shift in 
> the comparative advantage of non- 
u-aditional manufactunng sub-sectors in 
Malaysia 


By pursuing an open and pro-active trade 
and industrial strategy, Malaysia has been 
able to realise the benefits of FDI. Foreign 
firms have brought with them not only 
capital and foreign exchange, which help 
to nil both the savings gap and the foreign 
exchange gap, but also technological 
knowledge, production techniques, 
marketing, managenal and admini.stration 
skills, all of whieh will benefit Malaysian 
firms. Othcrbcnctils that have been derived 
fromFDIaiethcgcnerationol employment 
opportunities, coiunbution ot taxes and 
royalties, and the creation ul external 
economics clH'whcrc beyond the inve.st- 
ment project itscll 

Recogni.sing the positive rote that FDI 
can play in suppoiting economic develop¬ 
ment. Malaysia has adopted liberal policies 
to encourage the involvement of TNCs in 
itscconomy. I1ic mam thrust of Malaysian 
economic policy since the mid-1980s has 
shifted towards increased liberalisation, 
pnvatisalion and deregulation. 

Howevei, while the policies imple¬ 
mented in the pa.st have worked well. 
Malaysia is gradually losing some of its 
traditional comparative advantages in 
attracting F'DI A decade of high growth 
has resulted in I,(hour .shortage and as a 
result, wage cost has e.scalated. Due to 
economic .structural changes, the natural 
resources in the country can no longer be 
obtained cheaply Incieasingly. Malaysia 
faces suffer coiniietition (or FDI from 
other developing countnes, including the 
neighbounng south-east Asian countnes, 
Latin Americ,!, ('cntral Europe, the former 
Soviet Union, China and India 

To mamiuin its competitiveness in 
attracting FDI, there is a need toconsiaiuly 
review and relmc its existing economic 
policies. While .some of the mo.st direct 
and Significant deterrents to the growth ol 


Elecincal anU eiiMiomc products 
Chemicals and chcimral products 
Basic metal prodULis 
Non-mciallic iiuiicial pioducts 
Textiles and tosiilc products 
Wood and wood products 
Pabneated nicial pmducts 
Paper, pnntinf and publishing 
Machinery iniinuf,u'turing 
Pood nMnu(<u.iuiiug 
Miscellaneous 
Transport equiprocni 
Plastic produces 
Rubbci products 
Pumiturc and fisiuies 
Bevel ages and i.sharco 
Scientific and measuring equipment 
Leather and leather products 


Tabu 6- Pril av iNDUsniY, 1980-92 


Industiy (Top S) 

Per Cent Share 

US 

Chemicals 

36.8 

Electrical and electronic 

29 2 

Rubber 

89 

Machinery 

6.9 

Paper 

5 

Hmifi Kong 

Textiles 

1.3 

Elecincal and electronic 

.11 

Wood 

15 

Rubber 

t4 

Pabneated iiicial 

1 1 

Aufiralia 

Ctiemical 

19 .S 

Rubber 

99 

Paper 

94 

Nun-melallic 

84 

Elecincal and electronic 

8 

Japan 

Etecinc and elecironic 

19 9 

Chemicals 

14 4 

Basic mcial 

94 

Non nieullic 

77 

Machineiy 

49 

Smgupoie 

Electnc and electronic 

IS*) 

Basic metal 

175 

Papci 

122 

WcHid 

87 

Textiles 

84 

Imwan 

Basic metal 

11 1 

Elec meal and elcctionu 

196 

Fabneaied inetiil 

122 

Textiles 

12 1 

f'lHMiiicals 

56 

UK 

('heinical 

66 

Wood 

15 

Eiectncai and elecironic 

4 1 

Ruhhei 

.15 

Basic iiictal 

2 8 


Soum MIOA 


KM million 

Pei Cent Share 

.14.(KK) 

114 

14.511 

1.14 

11.544 

125 

6,7)2 

62 

6,095 

56 

.5.22.1 

48 

4,780 

44 

1.625 

1 1 

.1,.52’ 

.1 2 

3.1.50 

1 1 

.1.222 

10 

2,926 

27 

2.604 

2 4 

2.205 

2 0 

806 

07 

594 

0 5 

569 

(>.» 

116 

0 1 


Sourte Malaysian Industrial Development Aiilhonty (MIDA) 
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TNCs have been reduced or ebminaied, 
the proccssof lefomungmarket framework 
policies has tn fact just started. The 
increasing openness of the Malaysian 
economy and the rising foreign ownership 
in new areas, especially the services 
industry which is subject to little or no 
foreign competition, demand an elfecuve 
competition framework to safeguard it 
from possible market abuse. Furthermore, 
thcieisalwaysaieasontoquestionwhcthci 
the benefits of f^DI aic being adequately 
realised 

Transnational corporations, with their 
specialised assets and well-developed 
networks, arc often in a position to exert 
market power and engage in anti¬ 
competitive practices F,mpirical evidence 
has shown that FIJI may bung about a 
higher level of market concentration and 
therefore, in a 'static' .scn.se at least, may 
be considered a,s aiiti-coinpctiti vc. Studies 
done by the Malaysian central bank, tor 
cxamplc.indicatc that market concentration 
was high and nsing in many industries 
Industries for which the four-tirm 
concentration ratio was 70 per cent or 
higher included tho.se with high foreign 
presence, e g. cicctncal appliances, refri¬ 
geration and ail-conditioning machinery, 
textiles, and petroleum refining 

To prevent lestnctive business prat I ices, 
there is a need for an cl fecti vc compelitit in 
policy. A competition policy is a sei of 
legally-backed procedures through whit h 
countries protect and preseive the role oi 
open and competitive markets as a pnin.iiy 
means for allocating economic resources 
It is aimed al preventing .some parlicipants 
in a markei c'conomy (such as iirms) from 
taking advantage ol oih-r (such as 
consumers and other linns) 

Transnational coipoiations troin 
developed c ouiitncs ate accustomt'd to the 
law of competition at home. Tlie imple¬ 
mentation of a competition policy is 
unlikely to detci them from inve.sting in 
this country Conversely, the cxi.stcncc of 
acompetition mgimc with an independent 
enlorccmcni authority may even be seen 
as a source of gmatei transparency and 
stability. I'oicign investors may show a 
greater intere.sl in inve.sting in Malaysia 
if the government is willing to allow a 
trausparcni competition policy tosubstitute 
for the discretionary policies that have 
been used tocontrol the activities of TNC’s, 
foreign investments, and acquisitions 
.Malaysia docs not have a competition 
poli< y hut IS currently in the process of 
dratting an antitrust statute Howcvei. there 
are a lew ihallcngcs that face the policy 
dcsignets While il is argued that a 
coinpctiiion policy can be executed at any 


stage of economic development, the 
stringency of a competition act has to be 
designed to suit the stage of development 
of an economy. 

While, in pnnciple, a competition policy 
and FDI aic complementa^, in practice 


theyniaynotbeso.Newf(wngninvestniein 
may not be attracted to the country if the 
competiuon policy regime is too weak or 
inadequately enforced in addressing 
restnetive business practices. On the other 
hand, overly restrictive merger legislation 


Tabu 7 Top Ten iNOiA-lNDUsTiiv Trade wtth Japan 


iSZQ_I22i 


srre 

G-L Index 

srre 

G-L Index 

7.14 

aiiiraft 

093 

751 

ofTicc machines 

1.00 

s.si 

poiluinc. cleaning 

0 89 

884 

optical goods 

1.00 


WlHSt 

0 66 

696 

cutlery 

0 95 

(i79 

iron and slccl 

0 49 

872 

medical instruments 

095 

842 

iloihing 

0)1 

612 

leather 

0.92 

8% 

works of art 

0 22 

759 

parts for office machines 

090 

8'J7 

jewel lory 

0 14 

621 

matenals of rubber 

0 89 

6)1 

veneers, plywollcd 

0 14 

741 

healing and cooling equipment 

0 87 

861 

mai limes 

0 13 

697 

household equipment of 


on 

isyiiles 

0 II 


base metal 

0 86 





pottery 

0.86 

Souu r ('.ik ul.iicd Iroin External Trade Stanctu r, Iicpaitmeni of Statistics, Malaysia 



TabiJs 8 Top Ten Wtka-Inihisiry Trade wmi SInuapoke 



1970 



1995 


.SIK 


G-I. Index 

sne 

G-L Index 

661 

iiiineial iiianotactures 

0 9S 


other power generating mach 

1 00 

S|2 

oij.Mnii (henucals 

0 9S 


misc manufactuied articles 

t 00 

8')>> 

inisi manuracluted articles 

0 9.) 

752 

a'ltomatic. data processing mach 

0 98 

612 

le.illKr products 

0 92 

896 

works of art 

0 98 

S)l 

pipiiii nts paints 

0 92 

699 

manufdciuirs of base meiol 

0 98 

6/1 

|ii^* inm 

0 92 

516 

othei organic chemicals 

0 97 

67 > 

non and steel 

0 91 

89) 

articles, nes ol plastics 

0 97 

i«l 

•lyis iiinning products 

0 90 

747 

taps, cocks, valves 

0 96 

(1*^ ^ 

wostn iixlilcs 

0 88 

745 

othei non-ele.t machinery 

0 96 

7M 

Milwj) and road vehicles 

0 86 

744 

incchanical handling equipment 

0 95 

Sdu'i e 4 '.ill ul.itcci from External Trade Slaliitu i. 

Depaitinent of .Statistics, Malaysia 



Table 9 TopTfn iNTRA-lNDiomiY Trade wiih Hong Kong 



1770 



1995 


.sue 

G L Inik-x 

.srre 

G-L index 

712 

vehicles 

0 9S 

661 

lime, cement 

0 98 

871 

niu-ic.il insiruinents 

091 

885 

watches and clocks 

0 98 

8SI 

I(K)ISSC‘.U 

0 8) 

629 

artic les of rubber 

0 97 

6(>7 

pearl prci luus stones 

08) 

778 

electrical machineiy 

096 

S14 

othi'i oiganic chemicals 

0 77 

676 

iron and steel bars, rods 

0 95 

6?9 

rubbci pioiluc.ls 

0 76 

697 

household eqaipmmt of base metoJ 

1 0.94 

821 

luinilure 

0 7) 

775 elect and non-elect equipment 

0 94 

611 

wood 

0 71 

721 

agncultural machinery 

0 93 

876 

works of ail 

0 70 

716 rotating ctecuic pant and pans 

093 

SM 

svnthetic uiganic 

0 69 

745 

other non-elect machinery 

092 

Soiiiie ' 'ale ulated from External 

Trade Statniu t,! 

Dcpartmenl of .SuitisUcs, Malaysia. 



Tabu 10 Top Ten Inoia -Industry Trade wnu Taiwan 



1970 



J295_ 


me 

G-L Index 

srre 

G-L Index 

871 

musical instrument 

0 17 


motorcycles and cycles 

1 00 

7IS 

non-elcciricul muchmery 

007 

697 

household equipment of base metal 0 99 

892 

piiniing materials 

006 

571 

polymers of ethylene 

097 

861 

optical goods 

004 

662 

clay construction matenals 

096 

896 

works ol art 

003 

872 

medical insmiments 

0.94 

7)2 

vehicles 

0 01 

76) 

sound recorders 

0.92 

6.)2 

wood 

0 01 

663 

mineral manufactures 

0.89 

724 

lelecopiniunicatioii equipment 0 01 

792 

aircraft and associate equipment 

0 89 

666 

pottery 

0 00 

845 

articles of appeal 

0 89 

717 

textile and leather 

000 

691 

struciuies and parts, iron and steel 

0 92 


Source Calculutecl from ExUmal Trade StaUMu r. Ucpatimcni of Statistics, Malaysia. 
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Table 11; TOr Ten bnnA-lNounnY Tkahe wira US 



1970 



199$ 


srre 

G-L Index 

SITP" 


G-L Index 

SSI 

pertume. cleaning 

0.77 

696 

cuclety 

098 

629 rubber products 

0 73 

699 

manufactures of base meul 

097 

661 

ceinem etc 

0 71 

741 

healing and cooling equipment 

096 

6S6 textile goods 

0.68 

776 

tenniomr valves 

0.94 

666 

pottery 

063 

62S 

rubber tyres 

094 

621 

maienals of rubber 

0S8 

893 

articles, nes of plastics 

0 94 

896 

works of art 

040 

694 

nails, screws, nuts 

093 

899 

inisc manufactuied art 

0 21 

661 

lime, cement 

0 92 

841 

clothing not of fur 

0 20 

772 

electncal apparatus 

0.92 

821 

furniture 

018 

872 

medical instruments 

0 87 


Sourte. Calculated from External Trade Stalislits, Department uf Statistics. Malaysia 


Table 12 Tti^tN Intra-Inoumkv TitADt wmi UK 


_122Q_L«5_ 

snc G-L Index SrrC G-l. Index 


621 

maienals of rufaher 

0 72 

693 

wire products 

099 

851 

footwear 

0.54 

899 

misc manutatiured articles 

0 99 

667 

pearl, precious stone 

0 50 

778 

electncal machinery 

095 

652 

cotton fabrics, woven 

0 35 

764 

telecommunitaiion equipment 

095 

897 jewellery 

0 24 

692 

metal containers 

0 95 

632 

wood 

0 22 

772 

electncal apparatus 

0 89 

629 

rubber products 

0 22 

771 

electncal puwer machinery 

0 87 

.551 

perfume, cleaning 

0 18 

554 

soap 

0.85 

896 

works ot an 

0 12 

6.33 

cork nianulactuws 

0 84 

691 

strut lures .uid potLs, iron 

0 10 

629 

antcles ol rubber 

0 84 

Soune Calculated from External Trade Statistii r, Depormicnt of St,itisliLS, Malaysia 



Tabif 13 Tor Toy iNTHA-lNousrRY Tbapi wiih Ai'siraua 



1970 



1995 


srre 

G-L Index .srre 


G-L index 

896 

works of ml 

0.90 

892 printed matter 

099 

863 

photo, cinema supplies 

0 82 

764 telecommunication rquippmeni 

0 98 

7.34 

aircraft 

0 79 

773 equipment for distributing electricity 

0 98 

629 

rubber products 

0 75 

582 plates, sheets, film toil 

0 97 

512 

organic products 

0 71 

663 mineral nianulatiuies 

0 94 

864 

watches and clocks 

0 63 

657 special yams tesiile fabnes 

0 94 

(>SI 

textile yum and thread 

0 61 

694 nails, screws, nuts 

0 93 

897 jewellery 

0 55 

898 musical insirunicnis 

092 

735 

ships and boats 

0 45 

665 glassware 

091 

851 

footwear 

0 30 

874 measunng insirunients 

0 90 


Source Calculated from External Trade Stalntu Department o( .Statistics, Malaysia 


under either investment or competition 
statutes may discouiage foreign parti¬ 
cipation and acquisitions, even in cases 
where major efAciency gains could be 
realised. 

Broadly defined, a competition policy 
encompasses all aspects of government 
policy that arc aimed at influencing the 
competitive environment of firms. In 
certain cases, government may best 
enhance the role of market forces by 
removing subsidies, regulations, or trade 
restrictions, rather than through the use of 
a competition policy. 

Soft and knowledge-based technologies, 
such a.s informauon technology, have 
become increasingly important in con- 
tritmting to the growth of the economy. 
Beinghi -tcchentitics, TNCsplay apivotal 


role in transferring soft and knowledge- 
based technologies to the developing 
countries. To compete for soft and 
knowledge-based FDI, there is a need to 
step up el Ions to protect intellectual 
property rights 

Being global-minded business entities 
with complex organisational and invest¬ 
ment strategies, 'fNCs are sensitive to the 
comparative advantages offered by 
different locations. Empirical evidence has 
shown tha* intellectual property protection 
IS one ol the important factors in deter¬ 
mining the composition of FDI. TNCs are 
more likely to sution their research and 
development activities and transfei or 
license advanced technology to countries 
with more eilcclive intellectual property 
protection 


However, it must be recognised that 
protection of intellectual property rights 
alone is not enough to create the right 
cnviromtKnt to transtertechrmlogy through 
TNC s To facilitate the diffusion of know¬ 
how, Malaysia mu.st continuously develop 
and upgrade its human resource quality 
through new incentives and training 
schemes, including with TNCs 

(I would like to thank especiallv Kajah Raaiah 
for comments made on an eailicr ihalt 1 am also 
gratelul to S K Dass for uvetui inmmenis and 
sugitestions made doting the piescnution uf an 
eorlici diaft ot this paper 1he usual caveats 
apply I 
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Economic Development and Technology 

Accumulation 

Experience of South Korea 

Tamio Hattori 

This paper argues that lack of tct hnologv and skill accumulation in the development process is the basic 
cause of the recent cconomu crisis in South Korea. Korea's export-led industrialisation required import 
of capital goods, parts and technology In it\ efforts to catch up with developed western countries, it neglected 
to develop domestic technulogv 


I 

Introduction 

THE purpose of this paper is to analyse 
the recent Korean economic crisis iroin 
the perspective ol technology accuniula- 
iiun It IS the premise of this paper that 
lack of technology and skill accumulation 
in the development process is the basic 
causi* ol the crisis 

Koica started her economic growth in 
the early I ')6Us, and many economists and 
policy-makers considered it the typical 
model ol expoit-oi icnted industnalisation 
As a result of this giowth powerful indus¬ 
tries were built up and many developing 
economies denved some lessons irom the 
Korean expenencc. 

Since 1997 however, the KiHcan economy 
has been lacing a very serious economic 
crisis. Some big business groups, (he so- 
called ‘chaebols' have collapsed during 
the past yeat, including Irom among the 
largest 20 groups, such as K a (ranked at 
No 8) and HalIra (No 12) liven the sixth 
biggest, Ssangyong ,sold two ma|or atlili- 
alc companies (paper and automobile) to 
a US company and to Daewoo (No 4) 
Hanwha (No 9) iit*duccd its business line 
to lour alfiliatc companies. Even the big 
gest .Samsung has begun il.s restructuring 
this year 

During November and December 1997, 
the foreign exchange market of Seoul 
expcneiiced a crisis The Korean won 
dropped from 850 to the US dollar in 
October to I7(X) won in ITecembcr ' The 
stock market in Seoul aLso collapsed to 
below 400 on the Koman stock index that 
was over 1000 at the end of 1994.^ This 
panic was caused by the shortage of 
foreign currency The Bank of Korea 
resci ves declined from S 30 billion to less 
than $ 20 billion in one month, irom the 
end of October to the end ol November 
in 1997 Hventhi ofiicial announcement 
of $ 20 billion was probably an over¬ 


estimation, hecau.se the foreign currency 
reserve ol the Bank of Korea at the end 
of IXxcmhcr 1997 was only $ 8.87 billion. 
Nevertheless, IMF rinance had already 
stepped in by December 1997. Compared 
to the foreign currency reserve, Korea’s 
foreign debt at the end of November 1997 
was aiound $ 150 billion. Almost 60 per 
cent ol ihc debt was sIwTt-term,-^ Korea 
faced a ciisis and was declared in default. 

On l>e< ember 3. the Korean govem- 
ineiit dec ided to apply for a loan from the 
IMF. World BaiA, ADB and some ad- 
vani ed couiitnes like Japan, the US and 
oilieis The total volume of loan is more 
than $ SK billion In mid-December, the 
foreign exchange market and the slock 
maikct III Koiea were more stable as 
compared to the first half of December. 
The Korean economy seemed to have come 
out ol the most senous crisis, however the 
IMF imposed very hard conditionalities 
on the Korean government. For instance, 
a 3 (icr cent economic growth rate in 1998, 
lc.ss than 5 per cent increase in the pnre 
index,'* the opening up of the domestic 
market, etc. As a result of IMF’s condi¬ 
tionality, the Koiean government fears 
(hat unemployment will increase to more 
than 5 per cent or 1 million.'^ 

Korea had in the past been cited as a 
ty pical success case of economic develop¬ 
ment in the third world. What are the 
causes of the decline in the Korean 
economy ' What brought about the sudden 
change"' 

First, It < necessary to examine Korea’s 
basic economic indicators. Figure I shows 
that (he economic growth rate from 1962 
to 1997 had very wide fluctuations 
However, the average annual growth rate 
is mom than 7 per cent in this period A 
negative grow th in 1980 was an exception 
due to two lactors- the assassination of 
picsident Park on October 26, 1979 and 
poor perlormancc of Korean agnculture 
attacked by vciy bad weather in 1980. 


Even in the 1990s. the growth rate re¬ 
mained more than 7 per cent on an 
average. Figure 2 presents the investment- 
savings rate Korea continued to enjoy 
very high savings and investmmit rates. 
However, its balance was in the deficit for 
almost all the years for (he past three 
decades. Similarly, though the volume of 
exports and imports cxpenenced rapid 
growth, the trade balance was always in 
the deficit for the past three decades except 
for four years in the second half of 1980s 
(Figure 3) 

To supplement the trade deficit and 
bridge the .savings-investment gap. Korea 
had incunedahuge amount offoreign debt 
As a result Korea’s foreign debt increased 
very rapidly as shown in Figure 4. Korea 
had experienced a crisis ol foreign debt 
to the tune of US $ 47 billion in 1985. 
The crisis had been averted by the sudden 
increase in the value of the yen, in the fall 
of 1985. Thereafter from 1986 to 1989, 
Korea’s debt decreased to less than $ 30 
billion mainly because of iLs trade surplus 
which totalled to US $ 28 billion. 

Korea's export expanded very rapidly. 
As .seen from Figure 5 there were two 
distinct periods in which the growth rate 
of cxpuit was veiy high. These aie 1987-88, 
and I994-9S.It is worth noting thatin both 
of these periods, the value of the Japanese 
yen incrca.sed very rapidly, from around 
240 yen to the US dollar to around 130 
yen in 1985-88. and from around 120 yen 
to less than 100 yen in 1992-95. Korea’s 
expansion of exports has been dependent 
upon the Japanese yen rate. The reason 
for this relation is that the composition of 
Japan’s export commodities and that of 
Korea’s have been very similar. The major 
cxpoits of both countries are home elec¬ 
tronics, electronic devices, automobiles, 
iron and steel, and so on. Unlike the earlier 
years, however, in 1997 the value of the 
Japanese yen began to decline. The de¬ 
cline started in the middle of 1996 and 
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PlouRE I: Ecohomt Growth Rate. 1962-97 



Source (latioiuii .StiEistiui Office, Korea. Major Slalimics of Korrm htotumy, vanous ycaiR 


Figure 2. Investment-Savincs Ratio, l%l 97 



Source Same as Figure I 


accelerated in 1997. Korea’s exports were 
adversely affected because of the low yen 
in 1997. 

II 

Commodity Structure of Exports 
and Imports 

Although there is a similarity of com¬ 
modity exports between the two countries, 
there were also important differences. 
As more than half of Japanese exports 
consist of machines and parts, these are 
affected prominently if the yen has been 
ovovalued. 

Figure 6 shows the structure of com¬ 
modity imports of Korea for the past 10 
years. The structure of Korea’s imports 
has not changed. More importantly, as 
shown in the figure, the share of industrial 
supplies and iiuchinery in total imports 
was large. These two categories occupy 
around 70 per cent of the total import. The 
percentage of irxlustries supplies decreased 
from 41 to 36. however, machinery im¬ 
ports increased from 29 to 34 per cent in 
the past 10 years. Another point to note 
is the high level of import of industrial 
supplies from 1986 to 1989. This period 
coincides with the upsurge of Korea’s 


exports (Figure 3) This coincidence ex¬ 
plains that it.s rapid export expansion was 
supported by an increase of indu.strial 
supplies iniport.s.^ 

Figure 7 compares Korea’s case with 
the Japanese import structure. It is worth 
noting that the share of machinery is 
low. Machinery imports are on the 
increase, but its percentage is half that 
of Korea Industnal-supplies imports did 
increase prominently in 1986-89. because 
the high yen forced companies to import 
matenals and parts from abroad. In my 
view, the differences in the share of 
machinery and industrial supplies imports 
between Korea and Japan indicate the 
difference in the industrial structure of 
both coumnes 

For instance, as shown in Figures 8, 9 
and 10, Korea’s imports from Japan did 
not decrease between 1980 and 1996, in 
.spite of the high yen valitt in relation to 
the won In the early 1990s, the Korean 
won had weakened compared to Japanese 
yen, but her exports to Japan decreased. 
The iiKist rational explanation for this 
phenomenon is that Korea imports very 
essential goods from Japan, like capital 
goods and industrial parts, but her exports 
were not e-sscntial goods which woe easily 


subs' iuiedbyimportsfitHnChinaorsouth- 
east Asian counuies. 

in fact, around 80 per cent of Korea’s 
imports from Japan craisist of capital goods, 
parts, materials and chemical goods. 
Compared with this, only 30 per cent of 
Korea’s exports to Japan arc of machines 
and parts Mure importantly, this structure 
has not changed during the past three 
decades. Korea has regulated imports of 
durable consumer goods, like home elec- 
tnniics orautomdulc, from Japan If Korea 
opens her consumer goods niarkci to Japan, 
her import from this country will increase 
rapidly 

ni 

Korea’s Strategy for Economic 
Development 

Korea’s strategy for economic develop¬ 
ment IS usually characterised by export- 
led induslnalisation However, maily 
scholars have not appreciated the fact thu 
the expansion of exports has been sup¬ 
ported by an expansion of imports and that 
this feature has been the main character¬ 
istic of Korean indu.sinali.sation From the 
author’s view. Korean industries basically 
import machines and critical parts from 
abroad, mainly fmm Japan, assemble these 
imported and domestic goods, and export 
them as finished gixxis 

In the early 1960s, Korea faced several 
difficulties, such as a shortage of food, 
inadequate capital accumulation, low level 
of technology and a high unemployment 
ratio. The Korean government’s choice of 
‘export-oriented’ and ‘assemble industry- 
led' industrialisation .strategy was rational 
at that time. As a result of this choice, big 
business groups, so-called chaebols, were 
formed and they became the major hearers 
of Korean economic development. 

*As.scmble industiy-lcd indastnalisation'^ 
requires several pie-conditions. one, 
import of capital goods, parts, and tech¬ 
nology; two. huge investments to realise 
economies of scale in production; and 
three, the existence of abundant cheap 
labour This strategy has a tendency to 
support big businesses and sometimes they 
grow to become big conglomerates, the 
so-called Chaebol. This occurs because of 
a shortage of managenal resources a.s also 
offoreigncurTcncy,tuimport capital goods 
and parts, as it is impossible to distribute 
foreign currency to many entrepreneurs. 
This phenomenon is not peculiar to Korea 
alone. In Japan also, huge ‘Zaibaisu’ like 
Mitsui, Mitsubishi or Sumitomo were 
foimcd in the in the second half of the 
19tk century and the first half of the 20th 
century. 
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Korea's tndu.stnaIisation wa.s based on 
labour-intensive industries like textile, 
i^parel, shoes, wigs and miscellaneous 
goods. Even for these industries, machines 
like sewing machines, needles, spindles 
and materials were imported In the next 
stage, the government chose consumer 
electronics, iron and .steel and shipbuild¬ 
ing as the strategic industries. In the.se 
industfies also, impon of machines and 
parts was inevitable. To assemble colour 
television sets, for CAample, Korea im¬ 
ported picture tubes in the early stages and 
even till very reernt days they couldn't 
produce big si/e tubc.s. Many Japanese 


electric parts were imported and assembled 
in the Korean factoiy. For instance, Korea 
imported K.S.S billion yen of electrical 
machinery from Japan m 1996: of this 41 
per cent o .351 billion yen consisted of 
electronic parts like semi-conductors and 
electric devices Althmigh gradually they 
substituted such imports with domestic 
supplies. It was difficult to keep pace 
with the technological upgradation of 
the advanced countries after 1970. If 
developing countries wish to operate in 
the international market continuously, 
they have to catch up with the level of 
advanced country's products. To compete 


with these products, they have to import 
critical parts from tlw advanced countries. 
The same thing happened not only in the 
electronics industry but also in almost all 
industries. 

Korea made strenuous efforts to substi¬ 
tute locally made products for imported 
parts, however theseeffortscouldnot remit 
in the development of machine tools. As 
a result of this, Korean industry had to 
import critical parts and iww machines 
continuously from abroad. 

This catch-up strategy was another 
characteristics of Korean industrialisation. 
They depended fot manufacturing tech¬ 
nology and ricill on the import of new 
machines in.stead of accumulating them 
and depending on their own workers and 
organt-salions In other words, Korea and 
other developing countries did not have 
enough time to train workers in tapidly 
advancing industrial technology To buy 
and to use new machines means not only 
saving time, but also acquinng high-level 
technology that is contained in the new 
machines themselves From the compa¬ 
nies point of view, to buy new machines 
is easier than to tram workers Also, 
companies can keep workers as unskilled 
labour which is cheaper than skilled 
labour “ For production technology, Korea 
depended upon new. more precise 
machines The funds to buy new machines 
came partly from the government under 
the national strategy of export-onented 
mdusinalisation policy. Frequently, the 
proportion of vintage machines in a Korean 
factory is less than that m the Japanc.se 
factory. Although it was the source .if 
Korea's competitiveness compared to 
Japan or (.thcr countries, it means that 
companies had to continuously replace 
their produebon lines. As a result of this 
strategy, the companies’ financial struc¬ 
ture worsened due to overinvestment. Also 
this pattern inevitably increased impon 
dependence. 

Another unfavourable condition for 
developing countnes such as Korea ex¬ 
isted in their catching-up process. This 
was the development of mecha-tronics 
dunng the past two decades, bi the Japanese 
case, there was a serious technology giqi 
between the western countries and Meiji, 
Japan. However, machines at that time 
worked by ‘mechanism’, that is, the op¬ 
eration and functioning of machines were 
'visible’, so reverse engineoing became 
the important method to acquire new 
technology. In the process of Japanese 
technological development, engineers tried 
eagerly to mtdte a 'perfect copy’, or some¬ 
times an ‘improv^ copy*, ^ imported 


M 80 


Economic and Political Weekly May 29, 1999 



Rouie 6; buratrs SnucruRE of Komia 



8S 86 87 88 89 90 91 92 9i 94 95 


■ 7 

■ 6 
■ S 

04 

□ 3 

02 

Oi 


Note Is Food, 2slndu!itnid sopplies, 3sPueiii. 4sMachincry, 5=Tran!>pon. dsConiumer goods 
and 7s Othen 

Source UN. Yeturbook oj Inienuiuanal Trade Slaiisttrs. &everat Ye.irs 
nruEb 7 Imfort .Stkotture of Japan, 1985 95 


■ 

1 

ii; 



I 



If 

II 

II 

M 

H 

H 

H 

H 

m 

K 



■ 7 

■ 6 
■ 

□ 4 

□ 3 

O 2 
■ I 


85 86 87 88 89 90 91 92 93 94 

Note and Source Same as Figure 6 

Fiourf 8 Korta's Trade with Japan 


95 



0 HliW- 


-100 


6b 81 82 83 84 es 86 87 68 eo 90 


-200 *- 


Source Same as Figure I 


O Export H Import Q BalanLC 


machines or parts. Although recent new 
machines are precise and smart in their 
operation and function, they work by 
hardware and 'invisible* software. New 
machines usually have a ‘black box* in 
them. 

Korea successfully attained ‘assemble- 
led induslnalisation’ as analysed* above. 
However, it did not accumulate technology 
and ^11 in its industrialisation (nrocess 
Although Koreancompames accumulated 
a very high level of technology to operate 
new machines, they could not acquire 
technology and skill needed for develop¬ 
ing new machines. Thus, while Korean 
engineers can design new machines, the 
know-how required to produce high 
quality parts at low paces in the domestic 


market is noi available for the production 
of these machines. 

It IS not that Korea has neglected tech¬ 
nology accumulation for the past three 
decades. Koica'seffortstodcveloptechnu- 
logy and human resources are reflected in the 
R and D expenditure of the nation which 
grew from 04 per cent of GNPm 1965 to 
2.7 per cent in 1995 (Figure 11). This is 
almost the same level as that of advanced 
countries <1106 as the US, Japan and 
Germany And the R and D personnel also 
continuou.siy increased, toiKhing around 
l,30,(X)Opcrsons.RandDinstitutioa5 grew 
fiom l05toaround3,(XX)mthesamepenod 

On the other hand, Korea imported a 
huge volume of technology from abroad, 
mainly the US and Japan. Hgure 12 shows 


technology imports and exports of Korea. 
In the 1990s, Korea has paid over US $ 1 
billion for every year, and the export/ 
import ratio is less than 10 per cent. In 
1994, Korea exported 129 technologies, 
mainly to China and Indonesia, and re¬ 
ceived an average of US $ 8,60,000 per 
technology. These exports reflect favour¬ 
ably on iCuFca's eftort However, the 
overall picture indicates the weakness of 
Korean technology accumulutior 

Often we presume that suite country ‘A* 
can produce very sophisticated semi¬ 
conductors, It has a voy high level of tech¬ 
nology. This assumption is only partially 
true To make an accurate estimation, it 
IS necessary to analyse the production 
process in detail. If country ‘A* imports 
most of Its materials, highly automatic 
machines, and high-level air filters to 
produce a semiconductor, it can be said 
that country ‘A’ has a high level of op^ 
erating and organisational technology. 
the other hand, if country ‘B* can produce 
most of the inatcnals and most of produc¬ 
tion machines to make a semiconductor, 
then It can be siud that country ‘B* enjoys 
a very high level of technology. 

Of course, it is not necessary to produce 
all the materials and machines in one 
country However, if most of the cntical 
materials, parts, and machines are im¬ 
ported from abroad, then goods produced 
under these conditions have weak com¬ 
petitiveness except forpncc. So, firms uy 
to maintain pnee competitiveness by cut¬ 
ting their costs or expanding their pnxliic- 
tion capacity to attain economies of scale 
This poKcss forces a company to import 
more machines and materials. 

Korea IS somewhere between 'A* and 
‘B*. Koreans wish to reach B, and have 
made tremendous efforts in that direction. 
Unfortunately, B also moves rapidly away 
from A. Although the famous *Gers- 
chenkron effect’ works in the case of 'Eco¬ 
nomic development, I suspect that it also 
worics in the f ield of technology accumu¬ 
lation. To catch up with advanced coun- 
ines in technology, it is necessary to adopt 
a technology accumulation strategy 

IV 

A Hypothesis on Technidogy 
Accumulation 

In order to trace the patterns of techno¬ 
logical development a diagrammatic 
image of technology skill acxumulauon 
is presented in Figure 13 The hon/ontal 
axis shows the characteristics'of teihno- 
logy. Mainly a level of skill divides this 
axis, .50 assembling industnes are assigned 


Economic and Political Weekly May 29. 1999 


M-81 








FiGuiifc 9 a. Jatan’i Bxrair to Kouba, 1980-94 



I ■Maehln«ry 

■ Matate & 

■ Non-matalic 
aChamicala 

■ Textila 

■ Food 


Fkiurf 9a Japan's Exwwt n) Kcirca, 1995-96 



SK 


Others 
Precision M 
Trenepori 
Elect.Machl 
aehinery 
eta Is 

Non-metahc 

hemicals 

axilla 

Food 


Soune Statistical Bureau, Japan, Japan StaMtual Ymrixwk, vanous years. 


Fiouiu: IOa iMpnin rxoM Kiikia. 1980-94 



Fioiiri- lOs Japan’s Impurt irom Kurpa, 1995-96 



Souice Same as Figure 9 


■ O the rs 

■ M achinary 

□ M e ta Is 

■ Non-me Product 

■ Te xlile 

■ C hem ica Is 

□ F ue Is 

□ N on-m etal M at 

■ Raw M a ie ria Is 

■ Food 


in the left, and pFoce.ssing indusincs are 
to the nght. Almtm for the same reason, 
plant industnes arc positioned to the left 
and engineering is to the right. The vet- 
tical axis denotes the level of product 
commodity. For instance, bulk earriers arc 
easier to build than LPG carriers, and 
I GDRAMs are more difficult to produce 
than 2.56 MDRAM. So. the technology to 
build LPG carriers and to produce 
IGDRAMare pointed upward. Inthesamc 
semiconductor, to produce memory chips 
depends on more .nachines as compared 


with custom 1C production. So, memory- 
type semiconductor production is pointed 
to the left side. To design custom 1C needs 
experienu and a relatively small lot pro¬ 
duction, so It will be pointed downward 
and to the right side of the memory-type 
semiconductor 

Koiea's development of technology is 
drawn as Lane A as its development started 
with labour-intensive industnes like tex¬ 
tiles, apparel. However, her upgradation 
of technology was very fast, she started 
producing B Av television sets in the second 


half ofl960s, colour TVproductiOTStaned 
in the first half of 1970s, VC31 at the end 
of 1970s. Iron and steel production by 
blast furnace started in 1973, supertankers 
were built in the middle of 1970s, and 
automobileexporttoNorth America started 
in 1984. 

As stated above, Korea rapidly attained 
technological development in the com¬ 
modities that Korean industries produced 
in the past three decades. Through this 
technological upgradation it was possible 
to import the latest machines, technology, 
and critical parts. In other words, Korea’s 
technology upgrading depended upon an 
innovation of smart mecha-tronis^ ma¬ 
chines. This fact means that Korea’s tech¬ 
nological development was a ‘technology 
and skill saving ^velopment' in terms of 
human skill accumulauon. The Korean 
government tried to curve its technology 
development to the right side, however, 
the necessity to compete with advanced 
countries’ commoditiesindic market made 
it impossible to spend lime on accumu- 
lanng skills on the human side 

Another course of technology develop¬ 
ment IS Line B. The starting point of Line 
B IS the same a.s Line A, in this case, the 
curve of technology development moved 
to the nght at the low level, and it ruse 
upward gradually. Japanese technological 
development followed almost the .same 
route as Line B. When Japan started 
iiidustriali.sation: the technology level was 
at ’mechanism'.In the early industnalising 
age. Japan also imported many production 
machines. However these machines func¬ 
tioned by ‘mechanism’, so high-level 
operating skills were necessary to take the 
capabi lily out of the machines. Fortunately, 
the mechani.sm of machines was visible, 
so reverse engineenng was possible In the 
process of reverse engineenng, design 
skills and production skills were gradually 
accumulated. After that production ma¬ 
chines themselves were substiiuted from 
import machines to domestic ones. This 
process will be called as ‘development 
with technology/skill accumulation.’ 

After the second world war. Japan 
imported machines from abroad only for 
a short period. For instance, in the semi¬ 
conductor industry although almost all 
production machines were imported in the 
early stage, domestic machines substiteted 
these machines within 10 years. This fact 
explains the level of technology/skill ac¬ 
cumulation in Japan. 

It is possible to argue that the differ¬ 
ences of Korean and Jqianese patterns of 
industrialisation are the differences of 
technological environment at the starting 
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points of both countries In the case of 
Japan, she started her industrialisation in 
the era of'mechanism' Because the speed 
of technological development was slow, 
Japan had time to tram and to accumulate 
technology and .skill in her development 
process 1 here was no need to duplicate 
the process ot technology development 
that the developed countries passed 
through in the old days However, some 
new emerging mdustrialising ctnintnes like 
Korea were able tocatch up with advanced 
countnes with the aid ot ‘mecha-tronised’ 
small machines. 

There are two ways to progiess by 
technology and skill. One is 'technology/ 
skill accumulating development’ and the 
other is ‘technology/skill .saving develop¬ 
ment’. 'The typical ca.se of the former type 


- Machine lei el capacity to design and 
produce machines, product innovation 
technology. o(>, 

- Machine operating level; operation tech¬ 
nology. maiiiicnancc skills, etc; 

- Oigani.satioii company level quality 
control, .system ot diftu.sion of workeis' 
and engineers' skill and technology, tech¬ 
nology development inside the companies, 
etc, 

- Nation-society level government policy 
towards technology development, indus- 
tnal organisation, value system to esti¬ 
mate skill and k‘chnology. etc 

In evaluating the technology level ot 
some companies ot nations one has to 
consider ttie.se and not merely the kinds 
of goods that arc produced. 


r-H-ain 13 lECHNOLoav Skui AcniMULAnoN 



Estimates ot the present levels ol tech- 
nology accumulation ol several counttics 
are piissented in the Table With icgaid to 
Korea some explanations are necessary 
Regarding the 'human level', the level oi 
.skill ol Korean workers is not low. hut. 
the> are not trained loorgani.se thi'irskills, 
and to develop process innovation Turn¬ 
over ratio ot works-rs is lelativcly high, 
even in the I990s Tins rate tc.iches more 
than .3 pci cent montlily in the manufac¬ 
turing sector At the second level, Korean 
engineers’ theoretical capability is rela¬ 
tively high, howcvci. many engineers do 
not have experience ol work at the shop- 
fliKir Usually ollices of engineers arc 
separated from the workplace, and it some 
trouble (K'curs ihero, workers come to the 
ol I ice, engineers do nut go to the shopfloor 
To design and to produce piacttcal and 
casy-to-niaintain machines, it is necussaiy 
to exchange thcorotical knowledge and 
the cxpcnenccs ol the workplace Many 
Korean engineers do nut have tins way of 
thinking Machine operating is excellent 
in Korean lactones, but sometimes the 
level ol maintenance ol machines is poor 
Maintenance capability is gcneially 
dependant on the level of .skill ui the 
workers Quality control is mil very giMid. 
This IS because, tor Korean engineers 
and workers, the most important issue 
in production has been 'expansion of 
production scale’ .So increasing producti¬ 
vity and improving quality control took 
second place in their activities Under 
these conditions, companies had no umc 
') train people as multi-job workers 
Government has been eager to invest in 
R and D as Figure 11 shows, however, the 
capability to develop technology was 


IS Japan, and of the latter is Korea. 


Tabu- TbchwicuiiS Acx'umiii atihn Livii 


On the basis of the above discussion, 
the author wishes to discuss the relation 

Level 

Korea 

Taiwan 

US 

Japan, IVolK 

lapan, I’los.eni 

between economic development and tech¬ 

Human 

Mid 

Mid 

Mid 

High 

Highr Mid 

nology accumulation. 'The process of 

Machine 

Low 

Mid 

High 

Lnw•^ 

High 

technology accumulation has to be 

Machine operaimg 

High 

High 

High 

High 

High 

analysed on several levels: 

Org -Companv 

Mid 

High 

High 

Mid 

Highi Mid 

- Human level: workers’ skill, process 

Nation Society 

Mid 

Mid 

High 

High 

Higbr Mid 

innovation technology, etc; 

SiHine Ej^timaiion by author 
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accumulatedonly by big businesses like 
'chaebols' and chacbol-affiliated com¬ 
panies llie iclations between chaebols 
and a(filiated companies are very similar 
k> the keireisu’ iclations in Japan. Fiven 
Japanese companies loosened this 
'kairelsu' relation in the 1990s, while 
Korean big businc-sscs tried to strengthen 
this relationship From the point of view 
>ot technology accumulation in the social 
context, this behaviour is not economic 
ally rational. Networking-ty pc of relaiion- 
ships among small and medium companies, 
as inTat wan, arc cflccti vc in some indus¬ 
trial ticlds like home electronics, com¬ 
puters. semiconductors, etc. 

To understand the Korean situation, an 
examination of the Japimese cx[H'rience is 
important In the eaily 1960s, though 
Japanese capability in niacliiiie tools 
manutactuniig was not high the level oi 
human skills existed \t that lime, Japa 
nesc industnes' level oi standardisation 
and quality control was veiy low Hence, 
companies made sinicrc efforts to raise 
the level of producfi vily These efforts had 
continued from the mi<l-19*»0s Impor¬ 
tantly, lapanesc conipames mlroducc'd 
quality-control circles and Iacilitatcd them 
continuously In this process, many engi 
necfs gave theoretical support to workers’ 
initiatives. These actis ilies weie an oppor¬ 
tunity to exchange Iht' engineers’ tlicoie- 
tical knowledge and workeis’ workplaic 
experiences Companies gave workers ilie 
chance to make a pieseiiiation ol their 
efforts once or twice every ycai. and the 
best group had a chance to go to regional 
and national levels In Ihi.s process, work¬ 
ers were transformed from c'aftsmen u> 
factory workers These workers supplied 
high quality ptoducis to the assembly 
makers This was the basis lor the high 
performance of the Japanese units 

Although Japanese companies suc¬ 
ceeded in training many highly skilled 
workers, this basic structure has been 
collapsing in recent times The present 
Japanese 'nch' younger generation docs 
not wish to work at dangerpinne. dirty, 
heavy-duty workplaces such as mold and 
die casting, metal pioccsstng, plating, 
and so on Many of these units translerred 
to China and south-ea.st Asia Japane.se 
importation of these goods ha.s increased 
rapidly since all 1980s For instance, the 
pen'cntage ot machines and related goods 
imported from China increa.scd from 3.7 
per cent in 1990 to 11 8 per cent in I99.S. 
and imports trom lhailand increased 
from 15 7 per cent in 1990 to 29 2 per 
cent in 1905 This has mcrea.scd intra- 
firm tiade and has also tcsulled in the 


improvement of level 1.3 and 4 in China 
and Thailand This is the reason why the 
evaluations of Japan present’ is lowei 
than ’Japan 19M)s' in Table 1 In term, 
of this evaluation Japan is presently re 
cording a lowei level 

V 

Conclusion 

The ntcnt Korean economic ensis 
I...U lies us the importance of technology 
.K < (iiniil.ition 111 the process of economic 
d''velopmeiii Koiea has accumulated .skill 
and tei hnology, howcvei it was one-sided 
and niaiiily iiiicndcd (or catching up in the 
piiiductii'n ot the latest, sophisticated 
giKids )o (..Itch up with advanced coun- 
liies Koica imported capital gwxls, pan.s 
.tnd i.'cliiiology Under these conditinn.s, 
iiKKMsc 111 cxpotLs was linked with in- 
I u-asi m imports But the rate of growth 
of •iiiporis W.IS faster than that of exports 
ri> iinpiovc this situation, imported 
masliuics or parts have to be replaced by 
doinesii., pro.lucls .So that exports will be 
sustainable f-A(Kirt po.ssibilitie.s arc very 
stioiig under present conditions wherein 
advanced countnes like Japan arc facing 
.unll.ipseolKisic industnes Fordcvclop- 
ing loaiitties, .lecumulation of skill and 
icclinolims in the basic field is an inipoi - 
Milt priorilv 11ns is the main lesson to ho 
drawn 'loui the rceent economic cnsis ol 
Ki Ilea 


Notes 

1 ki.K.iii ui>> I'K.ieavcd trmporally to uiidci 
.'’(VXlti.ilii-t .S(l(i||.u.>nl)crcnibei2t Rix-cntly 
the level lit («i<n i\ around 1,300 lu the US 
dolla' 

2 Keieiuir ilv level is unnind 3S0 in kinean 
sUKk in Jet 

I ‘Nippon Kei/.ii Shinhun', DecemberJI. IVU? 

4 Acu)f(lm); t.i the Korean government's 
ei.onninii pcivpttlive in the spnng ot 1998, 
ctonoinii. growth laic for 1998 will be less 
than I pci (.cm. and price index will be 9 per 
Lent Hnwiver the most recent perspective 
fuit i .ISIS that eumoinic growth will be below 
zero 

3 Kon-a’, uiieniployinent rate reached 7 per cent 
al the end of tune 1998 

6 This IS also supported by the tact that Korea’s 
export giouih of January 1998 was only I 4 
pel ceni. which is explained by decreasing 
import 

7 Tamio Hatton (ed) Knrrm Induslnuliwtum 

li r heuturf of Hevelnpment, Instiluie of 
Developing Rconomics, Tokyo, 1987, p 276 
(Japanese) 

8 li secm.s ihai iwo factor! accelerate this 
lendcniy One, ihe liberalisation of labour 
unions 10 Korea after the mid I980s.especially 
since the doimx:ratis8tiun m 1987 Second, the 
shoitagc of labour pushed up the rate of wage 
in the same |ieiiod 
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SPECIAL ARnCLES 


Impact of Pay Revision on 
State Governments’ Finances 

The gross fiscal deficit of state governments has been about 3 per cent of GDP in the 1990s But this 
is likely to increase substantially as a result of the implementation of the recommendations of the Pay 
Commission for central government employees. According to one estimate, if the salaries of the employees of 
state governments, state financial and aided educational institutions, local bodies and state-owned enterprises 
are revised to the level of central government employees, the revenue expenditure of the state governments will 
increase by Rs 20,000-30.000 crore a year. This would create a major imbalance in their resources. How 
the state governments plan to finance this expenditure is an important question. This paper studies the impact 
of pay revision on the finances of the governments of Uttar Pradesh, Madhya Pradesh and Maharashtra. 


IN India the union government raise.s nearly 
two-thirds of gross tax revenue and the 
rest IS raised by the states However, tax 
revenue collected by the union govern¬ 
ment as a proportion of total tax revenue 
declined from 6S.6 per cent in 1990-91 
to 627 per cent in i‘)95-96 The fall in 
the share of non-tax awenue of the union 
government has been even sharper declin¬ 
ing fmmSS.I percent in 1990-91 to45.4 
percent in 1995-96. In addition to assign¬ 
ing taxes to the union and the state 
governments, the Constitution provides 
for a mechanism ol intergovernmental 
transfers Irom the union government to 
the .states The.se transient are based on the 
recommendations of the Finance Com- 
mussion that is appointed every five years. 
Tax revenue accruing to states is com¬ 
posed of state taxes and tax devolution 
from the central government. The share 
of central taxes available to the state 
governments and state taxes has been 
increasing over the years and reached 55 
per cent of the total central and state taxes 
in 1995-96. Tax and non-tax revenue raised 
by tlK states and devolution of taxes and 
grants by the centre constituted 66.6 per 
cent of total revenue ot centre and the state 
governments. Although the Constitution 
has assigned the most elastic taxes to the 
cenue, post-devolution the state govern¬ 
ments have at their disposal twice the tax 
revenue of the central government 
The major indicators of state finances 
are summarised in Tables 1 and 2 Indirect 
taxes including sales tax, motor vehicles 
tax, entertainment tax contribute about 88 
per cent to the total tax revenue of the 
sutes. Of the taxes levied by state govern¬ 
ments sales tax is by far the most important 
contrilHiung about 60 pet cent of the total 
state tax revenue. Taxes on land and in¬ 
come have been a declining source of 


revenue ol the states. The contribution of 
these taxes fell Irom 8.3 per cent of states’ 
own tax revenue in 1970-71 to 3.8 percent 
in 1980-81 and to only 2.1 per cent in 
1994-95. 

Between 1991 92 and 1997-98 the total 
revenue of states increased at an average 
annual rate of 14 22 per cent. The annual 
average growth in tax revenue in this period 
at 15.25 per cent per annum was higher 
than the rate ol growth in total revenue 
Own tax revenue in this period increased 
at 15.17 per cent pet annum and formed 
5 81 per I nt ol GDP in 1997-98 

Expcndituic by the state governments 
has continued to grow sharply and the 
expenditure on non-development heads 
increased by 24 47 per cent in 1997-98 as 
compared to tlu- ini reuse of 1 S.OS per cent 
in 1996-97. Intciust payments increased at 
19.50 per cent per year between 1991-92 
and 1997-98 F.xpendttuie on adminis¬ 
trative services increased by 44.24 per 
cent in 1997-98 over 1996-97 and reached 
1 53 pet cent of GDP in 1997-98 as 
compared to 1 19 pci cent a year before. 
Capital expenditure has been .squeezed. In 
1996-97 capital outlay of states which 
includes sectors like imgation. roads, 
transport is estimated to have increased 
by only I I per cent as compared to an 
average annual growth rate of 11.8 per 
cent between 1990 and 1996-97 

The gross fiscal deficit of the state 
governments has been about 3 per cent in 
1990s. But this could increase substan¬ 
tially as a r' suit of the implementation ol 
the recommendations of theFifthPayCom- 
mission for ccntial government employ¬ 
ees. The commivs.un's recommendations 
were made only for the employees of the 
union government but in most stales 
compensation to staff is linked to what is 
paid to the central government employees 


Consequently, .states like Punjab, Haryaiui, 
Tamil Nadu, Rajasthan. Madhya PradesH 
and Uttar Pradesh have announced the 
decision to revise wages of their staff 

According to one e.stimate. th^ if the 
salaries of the employees of state govern¬ 
ments, state llnanccd and aided educa¬ 
tional institutions, local bodies and state- 
owned enterprises are revised to the level 
of the centrafi government employees, the 
revenue expenditure of the state govern¬ 
ments will increase by Rs 2O,0UO to 30,000 
crore a year. This would create a major 
imbalance in their resources How the 
state governments plan to Finance this 
expenditure is an important question In 
this paper wc propose to study the impact 
of pay revision on the finaiKes of the 
governments of Uttar Pradesh, Madhya 
Pradesh and Maharashtra In these states 
the government stall is paid salancs at the 
same scales of pay as the central govern¬ 
ment While UP and MP are low-income 
states Maharashtra is among the high- 
income states in the country 

Utiar Pradi sh 

Uttar Pradesh, with population of about 
140 million, is the most populous state in 
the country. The slate witnessed its high- 
■'.st growth rate in the period 1985-90when 
the average annual growth rate reached 
5 7 per cent which was near the all-India 
average of 5 8 per cent However, the 
state's annual growth declined to 3.1 per 
cent in the period 1990-92 and further 
slipped to 2 4 per cent during 1992-96 
The per capita income in the slate in the 
pcnc^ 1992-96 increased by only 0 6 per 
cent per annum as compared to 4 3 per 
cent for the rest ol the country This shows 
that the average growth rate in the rest of 
the country was much higher. Even before 
1990 the progress ot different states was 
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uneven. However since then regional 
imbalance has accentuated In 1995-96 
per capita income tn Maharaishtra, Gujarat, 
Punjab and Haryana was twice that of 
Bihar. Onssa, Madhya Pradesh and Uttar 
Pradesh. According to the latest estimates, 
Uttar Pradesh and Bihar have more than 
one-third ot the total poor living below 
poverty line in India 

Agnculture employs nearly two-thirds 
ot population in the state but its growth 
between 1992-96 wa.s only 1.5 per cent 
per annum In this period, the industnal 
sector too. performed poorly, growing at 
only 3.3 per cent per annum. 

In 1991-92 the Planning Commission, 
fixed the public sector aimponcnt ot the 
state's Eighth Five-Year Plan at Rs 22,005 
crore. However, the Planning Commis¬ 
sion approved the outlay ol the annual 
plans for the five-year period at the pre¬ 
vailing pnees at Rs 25,543 crore The 
expenditure during Eighth Plan in the state 
IS estimated to have been Rs 21.684 crore, 
a shortfall of about 15 1 per cent as com¬ 
pared to the outlay approved for annual 
plans At 1991-92 puces, tlie approved 
outlay for annual plans was Rs 19,350 
crore against which the expenditure was 
Rs 16,491 crore constituting 75 per cent 
of the appiovcd plan. Table 3 shows the 
outlay and expenditure in the Eighth Plan 
penod at current and constant prices 

At the time ot the lormulation ot the 
Eighth Plan, the contribution o( own 
resources of the .state goveniincnt and its 
enterprises projected at minus Rs 7,270 
coie. The actual coiitiibution ol the state 
in financing the 1992-97 plan was minus 
Rs 7.505 crore There was cunsidciabic 
shortfall in additional icsourcc mot>ih- 
sation and the financing ol plan expen¬ 
diture depended heavily on bonowincs 
and central assistance This cieatcd the 
twin problems of shortage ot resnua-cs 
and an unwholesome licnd in the financ¬ 
ing pattern of the plan expenditure 

The stale has enieied the Ninth Plan 
penod agamstthe backdropol low growth, 
a growing number of (Kxir. weak physical 
infrastructure and unsatisfactory .state of 
educction and health The financial health 
of the state can be as.se.s.sed by the major 
fiscal indicators, which are summan.sed in 
Tables 4 and 5 

Table 4 shows that in the penixi 1989-90 
to 1997-98 the total expenditure incrca.sr'J 
at an annual rale of 16 3 pei cent but the 
annual rate ol growth ot total revenue was 
only 13.10 per cent The gap between total 
revenue and revenue expenditure increased 
substantially leading to the annual growth 
in revenue deficit at 37 24 per cent per 
annum. This has resulted in debt of the 
state government growing at 21 5 percent 


per annum. The total expenditure of the 
state government in 1989-90 was 20.54 
per cent of GSDP. which declined to 19.82 
per cent ot GSDP in 1996-97. An impor¬ 
tant component of the tout! expenditure 
is revenue expenditure that increased at 
an annual average rate of about 16.11 per 
cent between 1991-92 and 1997-98 
However, the total revenue and own 


revenue of the state increased much less 
at 1 1.49 per cent per annum and 10.69 per 
cent per annum respectively. Theper capita 
own revenue in Uttar Pradesh at Rs 396 
in 1996-97 was considerably lower than 
per cqiiu own revenue of other low in¬ 
come states like Orissa (Rs409), Rajasthan 
(Rs 664) Madhya Pradesh (Rs 530), and 
was higher than only Bihar. In 1994-95 


TabuiI. Fhcal Inoicaiors or State Finances 


(Ks crore) 



1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

Toial expcndiluns 
Revenue 

107929 5 1193.^4 65 134648 !i5 

1615.53.79 177.583 77 

2092.57 

231161 

expenditure 

86186 45 

96205 

109376 

128440 

145004 

173070 

I91S5I 

ToIjI ivvcnue 

80535 7 

91091 13 

105563 72 

122283 72 136803 38 

I572I4 9 

175165 4 

1.1X revenue 

52603 91 

60448 42 

68818 89 

80619 26 

92912.83 

106975 3 

123806 3 

Own lax revenue 

35756 

39868 

46424 

5.5734 53 

63865 

72349 

83691 65 

Internal debt 

126338 

142178 

160077 

184527 

212226 

245470 

284793 

Cni^s tiNLal deficit 

18900 

20891 

20596 

27697 

31426 

41845 

455.30 

Revenue dcricit 

5651 

5114 

3813 

6156 

8201 

158.55 

15373 

Inieresi payments 
Adiiiiiiislralivc 

11478 64 

13865 2 

16.544 67 

20336 

22998 

27917 

32714 

SCIMU'S 

7809 48 

9344 4 

10472 61 

11664 

13391 

1.528.3 

22048 

Clip It. il outlay 
Development 

10096 

10655 

124.50 

17.351 

18495 

19217 

22500 

expi nditurc 

Non development 

58505 

63465 

70838 

78637 

89276 

108701 

111227 

cvpciidilure 

26666 

31506 

37367 

48499 

54197 

62355 

77614 

h(luejtion-an-tullure 17076 9 

19261 

21594 

24977 

28911 

34015 

.370.37 

Medical 

5054 

5662 

6669 

7429 

6824 

8214 

9121 

Gloss duincsiic product 616799 

705918 

809766 

953680 

II18964 

1276974 

1439083 


Tavu 2‘ iNDiCATnits ut Stait Finances as PERnsNTAOi: ur GSDP 



1991-92 

1992-93 1993-94 

1994-95 

1995-96 1996-97 

1997-98 

Total expenditure 

17 49 

16 90 

16 62 

16 94 

15 87 

16 38 

1606 

Revenue expenditure 

13 97 

13 62 

13 50 

13 46 

12 95 

13.55 

13 31 

fotai revenue 

13 05 

12 90 

13 03 

12.82 

12 22 

12.31 

12.17 

lax revenue 

8 52 

8 56 

8 49 

8 45 

8 30 

8 37 

860 

Own lax revenue 

5 79 

564 

5 73 

5 84 

5 70 

5 66 

581 

Internal debt 

20 48 

20 14 

19 76 

19 34 

18 96 

19 22 

19 78 

Gloss tist.il iteriLit 

306 

2 95 

2 54 

2 90 

2 80 

3 27 

3 16 

Revenue dcticil 

0 91 

0 72 

0 47 

k) 64 

0 73 

1 24 

1 06 

Interest payments 

1 86 

1 96 

204 

2 13 

2 05 

2 18 

2 27 

Admintstralivc services 1 26 

1 32 

1 29 

1 22 

1 19 

1 19 

1 53 

Capital outlay 

1.63 

1 50 

1 53 

1 81 

1 65 

1 SO 

1 56 

Development expenditure 9 48 

8 99 

8 74 

8 24 

7 97 

8 51 

7 72 

Non-dcvelopmcnt 

expenditure 

4 32 

4 46 

461 

5 08 

4 84 

4 88 

5 39 

Eduiaiinn-art-culture 

2.76 

2 72 

2 66 

2 61 

2 58 

266 

2.57 

Medical 

081 

0 80 

0 82 

0.77 

0 60 

064 

0 63 

Taux 3: Eioimi Pi an ExFENnmjitE and OuaAV, Uttar Pradesh 









{Us crore) 

Year 

At Caitmit Prices 


At Constant Prices of 1991-92 


Outlay 

Expenditure 

Outlay 

Expenditure Percentage 








against 







Eighth Plan 







Approved 

1 

2 

3 


4 

5 


6 

1992-93 

4039 92 

3890 44 


368942 

3552 91 


16.1 

1993-94 

4247 06 

3432 78 


3432.78 

2891 97 


13.1 

1994-95 

476006 

4019 74 


361294 

3051.03 


139 

1995-96 

5721 63 

44.36 25 


4020.82 

3117 53 


14 2 

1996-97 

6774 03 

5904 36 


4448 98 

3877 81 


17.6 

Total (1992 97) 

25542 70 

21683 57 


193.50 13 

16491.25 


74.9 


1.342 
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Oie per cafrita tax revalue as propoition 
of per capita income was S.9 per cent in 
UP, 7.21 per cent in MP. 12 per cent in 
Kerala, 7.6 per cent in Rajasthan, 10.14 
per cent in Tamil Nadu. 7.S per cent in 
Andhra Pradesh,andS.Oper cent in Punjab. 
Between 1991-92 and 1997-98 fiscal 
deficit of Uttar Pradesh increased at 30.74 
per cent per annum and was more than 8 
per cent of GSDP in 1997-98. The state 
government's outstanding debt has in¬ 
creased from 32.64 per cent of GSDP in 
1991-92 to 35.64 per cent of GSDP in 
1996-97 and the average interest rate on 
debt increased from 8.99 per cent per 
annum in 1991-92 to 12.95 per cent per 
annum in 1997-98. In 1997-98 interest 
payments took away 30 per cent of total 
revenue and 65 per cent of own revenue 
of the state goverament. Compared with 
mo.st other states this was a vciy high share. 

Table 6 classifies the total expenditure 
in different economic categones. This 
shows that in 1997-98 the share of current 
expenditure in total expenditure had 
reached 82 per cent This was an increase 
of 24 29 per cent since 1985-86 and 8.15 
per cent since 1991-92 Expenditure on 
compensation to employees grants to edu¬ 
cational institutions andotherautonomous 
organisations (this was also largely for 
payment of wages and salaries) and inter¬ 
est payments constituted 70.86 per cent 
of total expenditure in 1997-98. As com¬ 
pared to 1991-92, in I997-98{BE) the 
share of compensation to employees in¬ 
creased by 6 92 per cent and the share of 
interest payments by 3 86 per cent. 

The number of sanctioned posts in the 
state government increased from 8 23 
lakh in 198.5-86 to 9.67 lakh in 1997-98 
Most of the increa.se took place between 
1985-86 and 1989-90 dunng which penod 
the suiff increased from 8.23 lakh to 9 34 
lakh. I e. by 13.9 percent Since then, there 
has been a deceleiation in the growth of 
approved posts in government depart¬ 
ments. It IS unfortunate that the sute 


government does not collect and publish 
the data of the total nunAer of employees 
in position. The finance department had 
collected this information in 1983-84 and 
1984-83 when the number of employees 
in position was 6.73 lakh and 6.96 lakh 
respectively The directorate of economics 
and statistics compiles data regarding 
employees in position including part time, 
on contract and work charged but does not 
have informmion on the full time staff 
employed by the government. However, 
for two years 1991-92 and 1993-94 the 
directorate has compiled the information 
regarding the number of full time employ¬ 
ees. The numbers tor these years were 


7.92 lakh and 8.19 lakh respectively. The 
Indian Institute of Public Administration in 
their study on the 'proliferation of govern¬ 
ment personnel in Uttar Pradesh' has 
e.stimatcd that in 1993-94 about 8.33 lakh 
penons were employed by the state govern¬ 
ment. The information regarding the 
number of sanctioned posts and the 
employees in position This information 
is summarised in Table 7 From the in¬ 
formation in Tabic 7 it can be safely stated 
that the number of full time employees in 
the state government range between 8.20 
to 8.30 lakh. 

Table 8 give.s the total expcnditun; of state 
government on the salary of the empkiyees. 


1 ABi L 5 Fiscal iNmcAToas as Pi»l-entaol op GSDP, IIttar Praussh 


Sttbiect I9K9-90 

1990-91 

1991-92 

1992 93 

1993-94 

1994-95 1995-96 

1996-97 

Total erxpeodiiuic 

20.54 

22 05 

20,48 

22 81 

20 52 

21 88 

21 IVi 

19 82 

Revenue eupcnditun; 

1631 

17 18 

16 1 

17 94 

16 74 

17 10 

17 41 

16 39 

Capital disbuiscnieni 

4 23 

4 69 

441 

544 

3 78 

6 3 

3 60 

3 43 

Capital outlay 

2 07 

2 12 

1 1 

1 79 

1 19 

1 24 

1 13 

1 22 

Total revenue 

14 II 

14 97 

14 98 

16 5 

153 

14 91 

15 08 

13 68 

Own revenue 

6 97 

7 1 

709 

75 

7 38 

7 53 

7 80 

6 50 

Transfer from icmiv 

7 14 

7 87 

7 89 

90 

7 92 

96 

7 28 

7.17 

Revenue deficit 

2.2 

221 

1 12 

1 4 

1 45 

2 23 

2 32 

2 71 

Fiscal (kficn 

.5 28 

5 52 

4 39 

5 24 

399 

4 87 

4 34 

5 08 

Debt outstanding 

31 83 

.32 37 

.32 64 

.34 19 

33 94 

.35 2.3 

35 83 

35 64 

Interest paid 

2 52 

2 63 

2 94 

3 19 

2 98 

3 82 

371 

3 92 

GSDP 46923 52 

55505 71 

64677 00 

70744 00 

7933100 90028IKI 

100865 

117204 

{Quick 

Esmnate) 


TaBIX 6 r.n)NOMlC AND FUNCIKWAL O ASSHU AIION Op Sr, KIT ExfUIDUVRl, DtIAR FRAM.SH 



198.5- 

1990- 

1991 


96 

91 

92 

Current expcndituic 

Net current consuniplion 

27 0 

29 57 

28 58 

( 1 ) Cumpensalion 

to cmplovees 

184 

23 22 

22 45 

(ii) Net puichasc of 

goods and verviues 

86 

6.35 

6 08 

Intcicst on oidmary loans 3 3 

9 99 

12 58 

Subsidies 

70 

606 

6 79 

Grants 20 4 

27 03 

26 03 

26 86 

Total current esprndiiun: 

57 7 

72 76 

73 84 

Capital expenditure 

42 3 

27 24 

18 16 


Tabu 4 Fimai Inokaiors, Uttar Pradpsh 


(I’encnUigr of total expenditarel 


1992- 

1993 

1994- 

1995- 

1996- 

1997- 

93 

94 

95 

96 

97 

98 

28 40 

.30 51 

27 14 

30 74 

3091 

33 18 

23 32 

24 88 

21 54 

25 84 

26 38 

29 V 

5 08 

5 6.3 

5 60 

4 90 

4 53 

381 

12 68 

12 62 

16 30 

16 79 

16 19 

16 44 

6 00 

6 30 

5 47 

6 lU 

5.35 

5 23 

28 95 

21 28 

24 35 

22 74 

25 75 


74 54 

78 38 

76 02 

86 03 

76 71 

81 99 

25 46 

21 62 

23 98 

13 97 

23 29 

18 01 


{Rs trore) 


Subject 

1989-90 

1990-91 

1991-92 

1992-93 

Total expenditure 

9637 

12240 

13246 

16135 

Revenue expenditure 

7654 

9538 

10399 

12691 

Capital dubursemeni 

1983 

2602 

2847 

.38444 

Capitol outlay 

972 

1178 

714 

1270 

Total revenue 

662.3 

8310 

9675 

11676 

Own revenue 

3372 

3940 

4.581 

5307 

Revenue deficit 

1031 

1228 

725 

1015 

Fiscal deficit 

2482 

3068 

2837 

3711 

Transfer from centre 

3351 

4370 

5094 

6369 

Debt outstanding 

I493S 

17966 

2II1I 

24172 

Interest paid 

1181 

1462 

1898 

2257 

Average interest rate on debt 

791 

8 14 

8 99 

9 34 

Interest poyment as 
percentage of 

17 83 

17 59 

19 61 

19 33 
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199.3-94 

1994 95 

1995-96 

1996-97 

I997-98(RE) 

I998-99{BE) 

16275 

19698 

21183 

23226 

31226 

34611 

13280 

15396 

17556 

19208 

25096 

2757.3 

2995 

5665 

.3627 

4019 

6129 

70.37 

949 

1120 

1129 

1435 

2286 

2318 

12131 

1.3.393 

1.5215 

16029 

17478 

20480 

5849 

6767 

7868 

7624 

8288 

11490 

1149 

2003 

2341 

3179 

7618 

7094 

3166 

4766 

4.381 

5956 

11313 

10706 

6282 

8629 

7.347 

8404 

9191 

8988 

26920 

31658 

36144 

41768 

50505 

59027 

2362 

3429 

37.39 

4596 

5408 

6019 

8 77 

10.83 

10.34 

12 72 

12 95 

II 91 

1847 

25 6 

24 57 

28 99 

30 21 

29 38 


1.341 



Table 8 understates the toui obligation 
o< the government as it covets the wage 
and pension expenditure of the staff di¬ 
rectly employed by the state government 
However, the state government gives as 
grant substanual funds to educational 
institutions and municipal boards/enrpo- 
rations for the payment of salaries and 
pensions. Tabic 9 gives the total liability 
of the state government tor wages and 
pensions including such grants, which 
increased from R.s 4.829 crore in 1991-92 
to Rs 12.798 crore in 1997-98 
In 1994 the cential government ap¬ 
pointed the Fitth Pay Commission, to 
recommend the revision of the salary 
structure of its employees The commis¬ 
sion submitted its report in January 1997 
It recommended that 34 pay scales should 
replace the 52 pay scales in existence in 
the central goveinmcnt. The minimum 

Tabu 7 Sanctioni o Pusts and Emw OYtES 
UnAH Pradesh 


Yeai No of No of Number of 

Soni'lioned Employees Employees 

Posts (Eslimaied (Estiiiiated 

by II PA) by Depi oi 

Economics 
and 

Statitislius) 

(I) (2) (.1) 


and maximum basic salary per month was 
recommended as Rs 2,250 and Rs 30,000 
respectively. 

The government of India improved the 
four lowest pay scales and also accepted 
the employee's demand that the revised 
salary from January 1.19% should be 40 
per cent higher than the basic pay being 
drawn by an employee on that date instead 
of 20 per cent recommended by the Pay 
Commission In case of dearness allowance 
instead of a graded compensation ranging 
from 65 per cent to 100 per cent full 
compensation for price nse was accepted 
tor all employees. 

In 1989. the government of UttarPradesh 
had accepted the pnnciple of pay panty 
for Its employees with that of the central 
government After the acceptance of the 
Pay Commission's report by the central 
government the state government ap- 
poinu'd a pay committee to recommend 
modalities tor applying the central pay 
scales lot state government employees 
The committee has estimated that on 
account ol pay revision the additional 
annual expenditure would be about 
Rs 2.500 cmrc 


In 1995, the state govetnmenl had 
appointed a Resource Mobilisation and 
Taxation Reform Committee to suggest 
measures for rationalisation of taxes, 
subsidies and user charges for funding the 
inve.stment programme of the Ninth Five- 
Year Plan. The committee recommended 
several measures for enhancing revenue 
resources of the state government. The 
committee estimated that from the mea¬ 
sures recommended the annual additional 
revenue of Rs 1,825 crore could be raised 
by the state. So far the recommendations 
implemented include revision of electricity 
uinff and eiectneity duty and some ration- 
aiisauon of trade tax, and state excise 
dubes. The recommendation for raising 
agncultural tariff and levying electricity 
duty at a modest rate of 1 percent of tariff 
for agncultural consumption has not been 
accepted. No progress ha.s been made 
towards introducing the value added tax 
although provision for this has been made 
in the trade tax act. The iecommendations 
implemented will yield Rs 675 per year 
However most of the additional resources 
raised will be utilised for staff saianes and 
not for investment expenditure 


Table 9 Wages and Pensions. Uttar Pradesh 


{Rs < rare) 


198.5-86 

82.1815 

7(K)878 


1989-90 

9148.56 

784712 


1990-91 

954.166 

809740 


1991-92 

971117 

X2146I 

792482 

1992-91 

981845 

K34428 


1991-94 

982841 

811568 

819715 

1997-98(4) 

967720 

NA 



Smut es Dau un Sanctioned Posts PinanLC Dc- 
panmcniGUUP.Nu of Employees Esti 
mated TNDhar jnd.S PGupiaiilPA) 
Lucknow. 1996. pp 44 4* Intormaiion 
provided by Din-ctorale of Economics 
and SiaiiEtics to Pay Coiiimillce. UP 
1998 Intormauoii provided by Finance 
Depaitmeni GOUP to Pay Committee 
1998 

Table 8 Totai .^taie Expendihibe 
Uttar Pradesh 


Year Salary Pension Total Percentage 

ofG.SDP 


1989-90 

2112 

184 

2316 

4 91 

1990-91 

2461 

229 

2690 

4X4 

1991-92 

2583 

292 

2875 

444 

1992-91 

1191 

471 

3662 

5 17 

1991-94 

1187 

444 

.1811 

4 82 

1994-95 

1497 

497 

3994 

444 

1995-96 

1980 

721 

4701 

466 

1996-97(BE) 4670 

6tl 

5307 

4.52 


(RE) 




I997-98(RE) 

7182 

797 

8179 

6.14 

1998 99 

8495 

814 

9309 

691 


(+.5005 


(9809) 




including 





lump 




provision 



Smirtf Bmluvt in Bnef ■ GOUP 


Year 

Salary and i 

Grant to Local 

Gram to 

Total 

Totai as 


Pension of 

Bodies 

Fducational 


Per Cent of 


Government 


Institutions 



GSDP 


Staff 






1989-90 

2115 

21 

1776 

4115 


8 77 

1990 91 

2690 

10 

2009 

4729 


9.52 

1991 92 

2875 

41 

1911 

4829 


746 

1992 91 

.1662 

56 

2355 

6074 


8 58 

1991-94 

3831 

63 

2245 

6138 


7 74 

1994-95 

3994 

67 

2747 

6808 


7 5o 

1995-96 

4701 

70 

1228 

7998 


7 91 

1996-97 

5301 

81 

3848 

9212 


7 87 

1997 98(Rb) 

8179 

91 

4528 

12798 


9 92 

I998-99(UE) 

9109+.500 

50 

538.1T 

14442 


10 18 




(■r2700= 17142) 


(12 08) 


Table 10 Key Fsi ai Indicatobs, Madhya Pradesh 








{Rs cron) 


1991-92 1992-93 1993-94 

1994-95 1995-96 

1996-97 1997-98 

1998-99 






(RE) 

(BE) 

Total expenditure 

6321 7319 80.52 

9035 10287 

i.n>:5 

14428 

16773 

Revenue expenditure 5421 6157 7518 

7809 9131 

11462 

12228 

IS826 

Revenue receipts 

5.1.17 6443 7070 

7618 8653 

10014 

11473 

13324 

Tax revenue 

3408 3873 4358 

4749 .'i7l2 

6739 

6479 

7666 

Own tax rev-nue 

2117 2.133 2677 

2870 3518 

410.1 

4641 

5239 

Capital outlay 

729 836 807 

874 860 

1021 

1897 

1161 

Net lending 

171 325 -273 

152 -296 

542 

303 

-216 

Revenues surplus 

-44 -E286 -448 

-191 -478 

-1448 - 

7.56 6 

-2503 

Fisc-1 dericit 

984 876 983 

1417 1633 

1956 

1848 

NA 

Liabilities 

4800 5399 6629 

7654 8841 

14198 

16517 

20167 

Interest payments 

608 741 49 868 

1094 1178 

1376 

1652 

1971 

Interest as pciventage 






ol total revenue 

11 30 11 .50 12 27 

14 36 13 61 

13 74 

14.39 

14 79 

Interest u.s perLentage 






of toial revenue 







expenditure 

9 156 9 678 9 77 

1115 11 45 

12 00 

13.50 

12.45 

GSDP 

.12660 36.573 44216 

49025 5.5492 

63979 

70370 



1144 
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After an iniUal iHomise for divestment 
of loss-making PSUs, the state govern¬ 
ment has not taken any effective action 
and the state reUs continue to incur heavy 
losses. Ca|»ul expenditure on PSUs has 
not been earning any tetum. On the con¬ 
trary the vahie of investment in these un¬ 
dertakings has eroded over the years. 
Excluding the State Electricity Board in 
the49pobiic sector undertakings till March 
1997 the state government had invested 
Rs 2,680 ctore. In 1996-97 the accumu¬ 
lated deficit on investment in these under¬ 
takings had reached 2,758 core thereby 
eroding the entire investment. 

In 1997. 1.10 lakh posts in the state 
government were vacant. Given the over¬ 
sized bureaucracy in the state and the large 
commitment of Kinds on account of salary 
revision of its employees, it would be 
natural to either abolish the vacam posts 
or decide not to fill them. However, tiie 
decision of the state government has been 
otherwise. They have decided that all these 
posts should be filled up immediately. To 
facilitate early implementation of this 
decision, the Subordinate Services Com¬ 
mission which had been entrusted the task 
of recruiting Grades III and IV staff has 
been abolished The personnel in these 
categories are being recruited directly by 
the departmental committees Ironically, 
the government ha.s described this deci¬ 
sion to expand the bureaucracy as a major 
step towards promoting employment 
opportunities in the state! This decision 
will increa.se the annual salary bill of the 
state employes by about Rs 400 crore. 

Even prior to the Pay Commission's 
recommendations the activities of the state 
government largely centred on its em¬ 
ployees. The management of their prob¬ 
lems has become the primary concern and 
development issues are low in the pnonty. 
Political panues have been utilising the 
state staff to further their interest and 
politicisation of civil services has assumed 
senous proportions. Employees perceive 
the politicians as patrons and tend to ignore 
the larger public policy objectives. The 
result is that there is private gain at public 
cost. In the state the growth rate and the 
quality of public services in 1990s have 
declined submantiaily. In addition, the 
fiscal posifion of the state has become 
unsustainable. With high poverty ratio 
and low capital formation, the growth tn 
state GSDP has barely ke|M pace with 
increase in population Fortiie last decade 
or so, the state has had weak governments 
and several spells of direct rule by the 
central govonment. The average tenure 
of a stale government has been less than 
two years and that of key officials even 
less. The present crmlTtion government is 


Taiu II: PsacBMTMK or G.SDP, Maohya Praoesh 



1991-92 

1992-93 

1991-94 

1994-95 

1995-96 

1996-97 

1997-98 

Total expendituR 

19 47 

2001 

1821 

18 42 

18 54 

20 35 

20.50 

Reveniie expeiidituR 

16.6 

16 83 

17 00 

15 92 

16.54 

17 91 

17.37 

Revenue receipts 

1646 

17.61 

15 99 

15.53 

15 59 

15 65 

16.30 

Capital expendiiuR 

2 23 

2 28 

1 82 

1 78 

1 54 

1 59 

2.69 

Tax revemie 

1044 

10 58 

9 85 

9 67 

1029 

10.53 

9.20 

Own levenue 

648 

6.37 

60S 

5 85 

6 13 

641 

659 

Revenue surplus/deficii 

-.13 

•K)78 

-101 

-0.18 

0 86 

-2 26 

-1.07 

LiabililRS 

14 69 

14 76 

14 99 

15 61 

15 93 

22 19 

23 47 

Inierest 

I 86 

2.02 

1 96 

2 23 

2 12 

2 15 

2.34 

Fiscal Deficit 

3 01 

2 39 

2 22 

2 89 

2 94 

KlS 

2 62 


Table 12 Etonomic and PlNANaAL Classipicaiion of Statc Buix%t, Madhya Praucsh 

(Rt trore) 


SNo 



1991-92 

1992-93 

1993-94 

1994-95 

1995 96 

1 

Consumption expendtluie 


2798 97 

3115 81 

.16l6 05 

4045 .56 

4705 96 




(48 4) 

(43 9) 

(46 0) 

(46 8) 

(47 1) 

1 1 

Compensation of employee 

2324 72 

2632 71 

3038 45 

3332 17 

1890 18 




(40 2) 

(37 1) 

(18 5) 

(38 6) 

(389) 

1 1 1 

Wages and salaries 


2126.50 

2396 41 

2731 42 

2976 18 

.1414 71 




(36 7) 

(.13 7) 

(14 6) 

(34 5) 

(14 2)- 

1 1 2 

Pension 


198 22 

216 30 

.105 0.1 

155 99 

475.47 




(3 4) 

(3.1) 

(3 9) 

(4 1) 

(4 8) 

1 2 

Net puiLhase of goods in services 

474 25 

481 10 

587 60 

713 39 

815 78 




(8 2) 

(6 8) 

(7 4) 

(8 3) 

(8 2) 

2 

Net interest paid 


.1.17 61 

741 34 

867 71 

1093 60 

1177 20 



(5 8) 

(104) 

(110) 

(12 7) 

(II 8) 


Centre 


3.17 61 

387 77 

727 46 

488 95 

557 60 




(5 8) 

(5 5) 

(5 4) 

(5 7) 

(5 6) 


Others 


000 

353 57 

440 25 

604 65 

619 57 




(00) 

(5 0) 

(5 6) 

(7 0) 

(6 2) 

3 

Subsidies 


480 86 

547 51 

926 70 

446 65 

529 63 




(8 1) 

(7 7) 

(117) 

(5 2) 

(5.1) 

4 

Current transfers 


508 55 

518 81 

607 11 

649 29 

974 14 




(8 8) 

(7 3) 

(7 7) 

(7 5) 

(9 8) 


Local bodies 


173.84 

161 .17 

189 81 

20067 

338 61 




(.10) 

(21) 

(24) 

(2 1) 

(3 4) 


Others 


3.14 71 

.157 44 

417 .12 

448 62 

635 51 




(5 8) 

(50) 

(5 3) 

(5 2) 

(64) 

5 

Savings 


318 94 

679 55 

147 09 

545 61 

290 32 



(5 9) 

(9 6) 

(19) 

(6.1) 

(2 9) 

6 

Tmal current expenditure 


4464 93 

560102 

6174 68 

6180 71 

7677 25 




(77 1) 

(78 9) 

(78 1) 

(78 5) 

176 8) 

1 

Capitol expenditure 


1323 80 

1499 89 

171544 

1855 25 

231360 




(22 9) 

(21 1) 

(21 7) 

(21 .5) 

(23 2) 


Tame 13 No of Permanent Exployees. Madhya Pradesh 





1991 

1992 

199.1 

1994 

1995 

1996 

No of government employees 

710730 

7I4C70 

711859 

715070 

7172.17 

721066 

PSU's 


18789 

17979 

18219 

19769 

20472 

21695 

Semi-govemmcnt 

135830 

133167 

I324(a 

134086 

115607 

1263.14 

Local bodies 

52072 

51.141 

.50921 

55175 

59959 

67110 

Development authonties 

5447 

. 575 : 

6320 

71.11 

6250 

.5480 

Umversilies 

8760 

10146 

10171 

10445 

10573 

10594 

Total 


911628 

932460 

932092 

941876 

950098 

952299 


Table 14 Salames and Pensions. Maohya Praoe.sh 



1990-91 

1991-92 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

Salary Mil of 
government emplovees 

1869.35 

2235 92 

2394 48 

2768.50 

2988 43 

151 84 

400004 

Pension 

165 22 

213.96 

253 94 

128 21 

383 74 

507 61 

589 47 

Toud 

2134..57 

2449 29 

2648 42 

.1096 71 

3372 17 

1959 45 

4649 51 

Per cent of total 

Revenue Receipts 

NA 

45 55 

41 10 

43 8 

44 26 

45 75 

44 80 

Shore m GSDP 

70 

7 49 

7 24 

70 

6 87 

6 18 

660 


IMS 
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ako fragile In these circumstances the 
pnonty ot govemmeni is survival and not 
development. Therefore, in the near term 
a reduction in subsidies, rationalisation of 
taxes and mobili-sation of resources is an 
unlikely undertaking. At the same time, 
the reality is that unless the state imple¬ 
ments effective and .strong measures to 
contain expenditure improve administra¬ 
tive efficiency and raises more resources: 
very soon it will not be able to sustain even 
the current expendiuirc. The state has 
become almost a basket case and requires 
an enlightened political leadership tor 
implementing imaginative measures for 
structural adjustment and creating an 
environment favourable for faster eco¬ 
nomic growth 

Madhya Pradfsh 

Madhya Pradesh is among the poorer 
states in India. It is part ot the BIMARU 
belt, an acronym comprising Bihar, 
Rajasthan, Uttar Pradesh and Madhya 
Pradesh that literally means sick In the 
period 1980-81 to 1995-96 the per capita 
income in the state increased from Rs 1,358 
in 1980-81 to Rs 6,597 at current prices 
and from Rs 1.358 to Rs 1.784 at cun.stant 
(1980-81) prices. 'Phis increa.se amounted 
to only I 99 per cent pci annum There 
has been considerable improvement in per 
capita income growth in i990s as the per 
capita income increased by 3.82 per cent 
per annum during the penod 1991-92 and 
1995-96 The contribution of the pnmary 
sectorto the net state domestic product has 
declined from 55 63 per cent in 1980-81 
to 42.78 per cent in 1995-96 In the .same 
period, the contnbuboii of .secondary sector 
rose from 18.36 per cent to 24 71 percent 
and of tertiaiy sector from 26.01 per cent 
to 32.51 per cent respeettvely Although, 
in 1991 the contribution of primaiy sector 
declined to 45.81 percent of the total state 
domestic product, coisus ftgure .shows that 


77.54 per cent of workers were employed 
in the .sector. Between 1981-91 die number 
of persons engaged in the (mmaiy sector 
declined only 1.44 per cent while its 
conuibution to the SDP declined by 9.82 
per cent Therefore, it is evident that 
opportunities lor employment in secondary 
and tertiary sectors in the state have not 
kept pace with the growth in labour force. 

The key fiscal indicators of Madhya 
Pradesh arc summonsed in Tables 10 and 
11. Public finances in the state have in¬ 
creasingly been under pressure. Between 
1991-92 and 1998-99 (BE) the average 
growth in total expenditure has been 15.07 
per cent per annum. In this period the 
revenue of the slate increased at 12.55 per 
cent per annum and state’s own tax rev¬ 
enue increased at 13.90pcrccntperannum 
But the growth in total expenditure has 
exceeded the revenue inflow straining the 
finances of the states This was despite the 
fact that the total expenditure of the slate 
government that had reached 2001 per 
cent of (JSDP in 1992-93 has since then 
remained between 18-19 percentofGSDP. 
Considering the weak infrastructure and 
a veiy large population below the poverty 
line, this IS a modest level of activity by 


the state government. But in recent years 
the state government has financed a sub¬ 
stantial part of its expenditure through 
borrowings. As a result since 1991-92 
borrowings by the state government have 
increased at 27.99 per cent per annum. 

In 1992-93 revenue recei^ and rev¬ 
enue expenditure increased to 17.61 per 
cent and 16.83 percentofGSDP but since 
thenhavedeclined.In 1995-96 total expen¬ 
diture. revenue expenditure and revenue 
receipts formed 18.54 percent, 16.45 per 
cent and 15.59 per cent respectively. Tte 
revenue deficit of the state government, 
since 1991-92 has not been large and 
has not shown any discernible trend. In 
1991-92 revenue ^ficit was only Rs 44 
ciore but in 1992-93 there was a revenue 
surplus of Rs 286 crore. The finances of 
the state government took a turn for the 
worse in 1993-94 and there was deficit of 
Rs 448 crore in a revenue account in that 
year. The revenue deficit increased to 
Rs 1,448 crore in 1996-97 and the budget 
for 1998-99 has projected ihc revenue 
deficit at Rs 2..5()i ciure 

The sales tax excise duty on alcohol and 
stamps and registration are the main 
sources of tax revenue in the state. The 


Tula! expenditure 
Tolal retcipl 
Revenue reccipo 
Revenue opendilure 
Revenue suiplus/dcricil 
Capital dishurscinent 
Tax revenue 
Non-lax revenue 
Own taxes 

Own revenuc(Tax*-Nan-tax) 

Receipts frein GOI 
iTaxes -f Grants in Aid) Debt 
Interest I 60 

Inicrest payment u.s percentage of 0OI.S 
Revenue expenditure fiscal deficit S 08 


1992-93 

1993-94 

1994-9S 

1995-96 

1996-97 

15 82 

15 25 

16 20 

14 74 

15 00 

I.S0I 

15.20 

15 88 

14 87 

15 02 

1221 

12 39 

12 23 

II 69 

n 83 

13 03 

1251 

12 02 

12 12 

12 80 

-0 82 

-Oil 

-022 

-0 43 

-0 97 

2 78 

2 74 

4.29 

2 61 

2 70 

8 98 

881 

8 75 

890 

8 59 

2 18 

2 27 

2 35 

1 96 

2 30 

7 40 

7 34 

7 67 

7.72 

7 19 

9 .S9 

9 62 

10 03 

9 68 

1043 

2 62 

2 "7 

2 21 

2 01 

264 

1441 

13 58 

1300 

12 90 

13 36 

I 50 

t 44 

1 42 

145 

1 84 

001 

001 

000 

000 

000 

360 

2 16 

2 32 

2 93 

3 049 


Tabu. 16 Pci(''I;Ntaof or G.5DP. Maharashiba 

1991-92 

I6 6.S 
1801 
13.SO 
13 89 
-0 18 
2 76 
991 
2 47 
8 23 
10 70 
2 80 
16 00 


Tabit is fiscal Indicatobs, Maharashtiia 



1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

Total expenditure 

12051 6 

14013.S6 

15983 56 

19958 36 

20871 54 

24418 14 

26786.39 

Total receipt 

13033 00 

13299 00 

I.S924 00 

I9S68 00 

21066 37 

24447 20 

27383 40 

Revenue receipts 

9772 59 

10818 21 

12986 79 

I.S089 48 

16559 28 

19255 24 

21721 13 

Revenue expenditure 

10048 7 

1IS46 70 

13108 69 

14812 19 

17168 39 

20845 80 

22390 68 

Revenue xurplus/dcficit 

276 13 

728 49 

1219 

277 29 

609 II 

1590 56 

669 55 

Capital disbursement 

2003 00 

2467 00 

2874 00 

5290 00 

3703 15 

4408 95 

5424 06 

Tax revenue 

7173 96 

79S7 S7 

9237 .S6 

10781 68 

12611 92 

13989 90 

16533 76 

Non-lax revenue 

1787 69 

1932 9S 

2383 01 

2902 85 

2775 39 

3755 00 

3476.00 

Own taxes 

5954.30 

6560 93 

7696 20 

9454 62 

10934 4S 

11714 97 

14078.77 

Own revenue (Tax -f Non lax) 

7741 99 

8493 88 

10078 21 

12.359 47 

13709 84 

.5268.34 

5187.37 

Receipts from GO) 

203060 

2324 33 

2907 58 

2732.01 

2849 44 

4.309.47 

3955.82 

(Taxes * Grants in Aid) debt 

I1.S76 00 

12768 00 

14235 00 

1602000 

18279.00 

21751.43 

26267 10 

Inleiest 

IIS9.55 

13.37 00 

1510 00 

1760 00 

205500 

2994 82 

3659 55 

Interest payment as pereentage of 

II .S4 

II 58 

M .S2 

II 88 

1197 

14.36 

16.34 

Revenue expenditure fisial deficit 

3678 00 

3195 35 

2265 30 

2861.00 

4150.82 

2506 50 

1913 44 

GSDP 

72342 

88564 

I047.S6 

123178 

141593 

162761 



(R* cron) 

1998-99 

31179.39 
31303 96 
23219.37 
28440.47 
5221 to 
5621.04 
17998 02 
3462.00 
15174 78 
5221.35 
4333.79 
30999.11 
4490 20 
158 
4068 50 


1346 
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sales tax and excise duties on alcohol 
contribute nearly half the tax revenue. 
Despite substamial income growth since 
1990 sales tax has remained at 3 to 3.5 
per cent of SDP and has shown low 
buoyancy. The sales tax obtained from a 
few commodities - petroleum products, 
coal. cement,iionand steel and teiidu leaves 
-contribute to about half the total sales 
tax revenue. 

The internal liabilities of tte state govern¬ 
ment have increased from Rs 4,800 crore 
in 1991-92 to Rs 16,223 crore at the 
beginning of 1997-98. Along with liabili¬ 
ties interest outgo loo has increased. 
Although there was a small increase in the 
share of interest outgo in GSDP between 
1991-92 and 1995-96 tiw share of interest 
in re venue expenditure increased from 9.15 
pa* cent in 1991-92 to 11 35 per cent in 
1997-98 

Capital outlay is the residual and capital 
expenditure can be incurred only after the 
commined obligations on revenue account 
have been met. In the circumstances 
described above its low growth was in¬ 
evitable. The share of capital outlay in the 
state governments declined from 2.23 of 
GSDP in 1991-92 to 1.54 per cent of 
GSDP in 1995-96. 

The economic and functional cla.ssiri- 
cation of the state budget in Table 12 
shows that between 1991-92 and 1995-% 
current expenditure in the state has been 
about 77 per cent of total expenditure 
unlike several other states, current expen¬ 
diture has been fairly stable. Of the items 
that have shown coiisidcrahlc increase 
interest payment is the most significant. 

Interest payments formed 7.6 per cent 
of current expenditure and 5.8 per cent of 
total expenditure in 1991-92. Its share 
inciea.sed to 15 3 per cent and 11.5 per 
cent in 1995-96. In the category of interest 
payments, a notable feature has been the 
increase in in^st ohiigauons to sources 
other than that of the central government. 
Interest payment *to others* increased to 
Rs 619.54 crore in 1995-% forming 8.1 
per cent of current expenditure and 6.2 per 
cent of total expenditure. This shows that 
the state government has been drawing 
larger funds from instiiuuona! sources like 
NABARD. These are medium-term funds 
and the stategovernment will have to pay 
careful attention to the return on invest¬ 
ments from these loans. 

Compensation to employees compris- 
uig wages, salaries and pension consti¬ 
tuted nearly half the current and about 40 
per cent of total expenditure. The number 
of permanmt employees (including teach¬ 
ers of primary and secondary schools) 
increased from 7,10,730 in 1991 to 
7,21,066 in 1996 (Table 13). This was a 
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very modest increase of about 10,0(X)ncw 
entrante in government employment in 
five years. Including the employees of 
public undertakings, semi-government 
institutions like the MP State Electricity 
Board, municipalbodies,developnMntau- 
thorities and uni vmities in the same period 
the total number increased from 9.31 lakh 
to 9J2 lakh. According to the census the 
population of MP was 6.61 crore. The 
state government was directly or indi¬ 
rectly responsible for about 9.31 lakh 
employed and they constituted 1.07 per 
cent of state population in 1991. 

The salary bill and pensions paid by the 
state government from the budget is given 
in Table 14. Table 14 show.s that the 
expenditure on the salary and pension 
formed about 45 per cent of total revenue 
of the state government. As proportion of 
GSDP this has remained at less than 7.50 
per cent. 

The salary scales paid by the state 
government arc the same as the central 
government. After the decision of the 
government of India on the recommenda- 
tioms of the Fifth Pay Commission, the 
.state government appointed a Pay Revi¬ 
sion Committee in September I%7. 

The Pay Committee has estimated that 
the addiUonal expenditure on account of 
revision of salanes the employees will be 
about Rs 710 crore and on pension, gra¬ 
tuity, etc, Rs 250 crore. In this way 


commitment of expenditure of about 
Rs 960 crore has been made. If the stale 
guvemment decides to enhance the allow¬ 
ances ol state residents to that of central 
government employees, it would involve 
an additional expenditure of about Rs 880 
crore. The tiAal burden would amount to 
Rs 1.840 ctorc This would constitute an 
increase in 1997-98 ot 16 28 per cent of 
total revenue; 24.63 per cent of tax rev¬ 
enue; 40.89 per cent of slate own tais 
revenue and 3.31 per cent of states GSDP 
in 1995-96. In the 1998-99 budget the 
sute government has estimated an addi¬ 
tional expenditure of Rs 3,019 crore on 
account of arrears of pay and allowances. 
Out of this about Rs 2,000 crore will be 
deposited in the provident funds of the 
employees and about Rs 1,000 crore will 
be paid in cash. As against Rs 12.228.87 
crore of revenue expenditure in 1997-98, 
the budget for 1998-99 estimates expen¬ 
diture under this head to be Rs I S.826.80 
crore. The additional expenditure will be 
financed by reducing plan expenditure 
from Rs3,845 crore in 1997-98 to Rs 3.005 
crore in 1998-99, reducing net lending, 
and contracting larger borrowing 
The state government is conscimis of 
the impact of the impending wage revision 
on state ftnanccs. In the last few years it 
has taken a number of initiatives, espe¬ 
cially in education and health sectors to 
limit expenditure growth and improve the 
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Cuneni expenditure 

(a) Consuinplinn expcndiluie 

(b) Interest payments 

(c) Grants 

(d) Other current expenditure 
Capitol Expenditure 

(1) (a) Gi(>s\ capital formation 

(b) Capital grants 

(c) Investment in shares 

(d) Loans 

(c) Other capital transfers 
(ii) Repayment of debt 
and Total ( l-t- 2) 


1992-93 

1993-94 

1994-95 

Actual 

Actual 

Actual 

828946 

941251 

1089587 

283906 

325839 

396551 

1.30.302 

148188 

I7I2I8 

.309958 

347307 

.379967 

104780 

119917 

141851 

414499 

418105 

707025 

235961 

256673 

.326996 

56975 

70648 

61025 

8520 

19394 

171255 

611.57 

679.32 

96272 

4357 

3458 

5906 

47529 

52048 

45571 

1243445 

1411404 1796612 


1995-96 1996-97 1997-98 
Actual RE BE 

1261091 1.590037 17308.58 
448892 51.3697 706930 
18.5641 236448 291669 
464341 562905 552818 
162217 276987 179441 
661893 822767 785676 
408452 4.55133 328780 
79293 96539 80705 

19472 27350 77160 

99948 110518 81930 

4236 4441 3857 

50492 128786 213244 
1922984 2412804 25165.34 


Tabix 18 E(.-nNOMir and FiNANnAi CiAssnnCATiON or ExrENorruitE, Maharasiitxa 

(Prrrtntage of Total Expriidtlure) 



1992-9.3 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

Cuneni expenditure 

66.66 

66 68 

60 64 

65 57 

65 9 

68 77 

Consumpuon expenditure 

22 8.3 

23 08 

22 07 

23 34 

21 29 

28 09 

Interest payments 

1047 

1049 

9 53 

9 65 

9 79 

It .59 

Grants 

2492 

24 60 

21 14 

24 14 

23 32 

21 96 

Other cuneni expenditure 

8 42 

8 49 

7 89 

8 43 

11 47 

7 13 

Capitol expenditure 

33 33 

29 62 

.39 35 

34 41 

34 1 

31 22 

Gross capital formation 

18 97 

18 18 

18 20 

21 22 

18 86 

1306 

Capital grants 

4 58 

5 00 

3 39 

4 12 

400 

3 20 

Investmeni in shares 

0 68 

1 37 

9.53 

1 01 

1 13 

.3 06 

Loans 

4 91 

481 

5.35 

5 19 

4 58 

3 15 

Other capital expenditure 

0 35 

0 24 

0.32 

0 22 

0 18 

0 IS 

Repayment of debt 

3.82 

3 68 

2.53 

2 62 

5.3.3 

8 47 


1999 IW 



collection of user charges. The state 
government has decided that in Mure all 
teachers in the pnmary and secondary 
schools will be recruited only by 
panchayats and not by the state govern¬ 
ment. The salary of the teachers will also 
be paid by the panchayats but their wages 
will be lower than those of the teachers 
earlier recruited by the state government. 
In this way the stale government is trying 
to lower the wage cost. In the past two 
years about 10.000 new teachers have 
been recruited by the panchayats Only 
time will show how long the state govern¬ 
ment will be able to hold on to the system 
with two substantially different wage 
structures 

The management of medical colleges 
and some distnet hospitals in the state will 
be managed by registered societies. Among 
other functions the society has been 
empowered to appiove arc the tuition fee 
and user charges payable by patients 
Although the societies are in their infancy 
most of them have revised the user charges 
and have improved the medical services. 
By Decembei 1997, Indore Medical 
College raised Rs 92 77 lakh. Gwalior 
MedicalCollegeRs3S 28 lakh and Bhopal 
Medical College Rs 1 lakh from fees and 
user charges 

While these arc encouraging develop¬ 
ments. the state government’s expendi¬ 
ture on social service particularly health 
and education is considerably below the 
national average. Currently about I.*) per 
cent of total expenditure is .spent on 
universal primary education Iftlieurgets 
contained in the National Policy on Edu¬ 
cation 1992 are to be met the budgetary 
allocation for education will have to in¬ 
crease by about 10 percentage points ol 
total expenditure Similarly on health 
services the state government will have 
to .step up efforts and allocate larger plan 
resources. Hie present electricity tariff 
structure is not viable and will have to he 
adjusted if budgetary subsidies are to be 
recced Similarly in irngationaser charges 
have not been revised fbr over a decade 

The Asiffli Development Bank is nego¬ 
tiating a .structural adjustment programme 
which will require the state to undertake 
comprehen,sive reforms of tax and expen¬ 
diture policies 


MAHAlAantTRA 

Maharashtra is the fastest growing state 
in the country. Dunng the IS-year penod 
from 1980-81 to 1995-96. die state expen- 
cnced an average annual growth rate of 
6 7 per cent and the per capita income 
in this period increased at an average 
annual rate of 4 4 per cent. In 1995-96, 
Maharashtra's SDP constituted 15 I per 
cent of GDP of the country and per capita 
income in the state at Rs 16,912 was about 
60 per cent higher than the national 
avciage of Rs 10,519. AH the sectors of 
the economy have experienced a robust 
growth rate The average annual growth 
rate expciienccd by primary, secondary 
and territory sectors during the period 
1980-81 - 1995-96 was 3.8 per cent, 6 9 
pci cent and 8 2 per cent respectively. 
Since 1992 the state has improved its 
growtii I ate in ail three sectors and the 
three sectors have grown at an annual 
average rate of 4 I per cent 10.2 per cent 
and 9 I per cent respectively 

The finances of the state government arc 
sounder than most other states Revenue 
receipts increased at an annual growth rate 
of IS 6 per cent per aniwm between 1980-81 
to 1990-91 However, between 1990-91 
and 1997-98 growth of revenue receipts 
has somewhat showed down and these 
receipts have grown at an average annual 
rate ol 1.1 40 per cent during 1990-91 
to 1997-98 The growth of tax revenue and 
non-tax revenue increased at an average 
annual rate of 1S 3 per cent in the eighties. 
Dunng the penod 1991-92 to 1997-98 the 
receipts from tax and non-tax revenue 
grown at an annual average rate of 14 97 
per cent and 22.84 per cent, respectively. 


Between 1991-92 and 1997-98 the 
avenge annual growth of own tax revenue 
was 15.55 per cent. But the growth of 
statesownnon-lax revenue wasonly 12.78 
per cent per annum. However if interest 
receipts tom public enterprises, govern¬ 
ment employees, etc, are excluded then the 
avenge annual growth in non-tax revenue 
was less than 3 per emit par annum. In 
1994-95 non-tax revenue m Mahanshtre 
was Rs 2,903 crore. Since then it has 
declined and is projected at Rs 2,210 crore 
in 1997-98, which is well below the 
1994-95 level. Unlike several other states. 
Maharashtre has not had a nm away growth 
in revenue expenditure In fact, since 

1991- 92 the growth in revenue expendi¬ 
ture has been matched by the growth in 
revenue receipts. The result is that the 
state government has hada smaller revenue 
deficit than most other states. In 1996-97 
revenue deficit was about Rs 1,500 crore 
but the 1997-98 revised esbmales for bud¬ 
get projects the revenue deficit at Rs 670 
crore. However, this trend has reversed in 
the 1998-99 budget in which revenue 
deficit is projected at Rs 5.221 crore. 

In 1991 -92 the state government's total 
expenditure was 16.65 per cent of states 
GDP which declined to IS per cent oi 
GDP in 1996-97. The total receipts, which 
were 18.01 per cent of GDP in 1991-92, 
declined to 15 per cent in 1996-97 The 
share of non-tax revenue in GDP that was 
2.30 per cent in 1996-97 has fallen sharply 
in subsequent years. The economic clas¬ 
sification of total expenditure shows that 
the currentexpenditureof the state govern¬ 
ment increased tom 66.66 per cent in 

1992- 93 to 68 77 per cent of total expen¬ 
diture, in 1997-98. The share of gross 


Table 20 Saiaries and Penskins. Maharashtra 


Year 

Salary 

Pension 

Total 


Total Liabilities 


as Per Cent 
of Revenue 
Expenditure 

as Percent 
of Revenue 
Receipts 

os Per Cent 
of Total 
Expenditure 

as Percent 
of State 

1990-91 

1794 08 

.141 12 

4135 4 

53 70 

54 05 

39 35 

7 10 

1991-92 

4172 88 

400 15 

4571 03 

501;2 

5062 

38 67 

7 01 

1992-9.1 

4925 87 

411 00 

5336.87 

52 4.1 

5121 

.19 13 

6.68 

1993-94 

5712 62 

575 05 

6287 67 

.54 77 

52.85 

41 65 

649 

1994 95 

6512 16 

.598 68 

711984 

.52 64 

52 43 

39 89 

6.46 

1995-96 

7059 52 

710 93 

7770 45 

49 98 

51 19 

3699 

5 90 

1996-97 

8691 21 

914 77 

9626 00 

51 05 

5065 

39.30 

6 36 

1997-98 

10166 20 

857 23 

11023 4 

51% 

51 77 

42 30 

6 48 


Tabil 19 No Of Emhaiyees, Mahabashtba 


Year 

State Govemmem 


Zfbf Fnrishad 


Nan 

IT Panshads 



Filled in Ptosts 

Vacant Posts 

Total 

FlUed m Posts 

Vacant Posts Total 

g' 

Vacant Posts 

Total AU Total 

1993 

689141 

58847 

748188 

193453 

26286 

419739 

81999 

3970 

8S969 

12538% 

1994 

678088 

,58519 

736607 

436660 

28190 

434850 

82332 

4788 

87120 

1258577 
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capital formation in total expenditure 
declined from 18.9 per cent in 1992-93 
to 13.06 per cent in 1997-98 However, 
the debt of the state as percentage of GSDP 
declined from 16 per cent in 1991-92 to 
13.36 per cent in 1996-97. This makes 
Maharashtraonc of the least indebted states 
in the country Taking advantage of the 
economic strength of the state, the state 
government has created institutions that 
have undertaken large non-budgetary 
borrowings Maharashtra Knshna Valley 
Development Corporation, Vidharbha 
Imgation Development Corporation and 
other such vehicles have borrowed over 
Rs 2,000 crorc in the last two years These 
borrowings have been backed either by a 
tnpartitc agreement or have been guaran¬ 
tee by the government of Maharashtra. 
At the end oi 1997-98 the total outstand¬ 
ing guarantee cover of the government wa.s 
Rs 8.127 crore which was about 37 SO per 
cent of Its aggregate icccipts Compared 
to Maharashtra, the guarantee cover given 
by the governments of UP and MP was 
only 18 51 per cent and 4 23 per cent ol 
aggregate receipts However, the guaran¬ 
tees given by AiidhraPraUcsh, Gujaratand 
Karnataka wcie .'i2.S percent, 62 9 percent 
and 42 3 per cent respectively oi the total 
receipts of these stale governments. 

In Maharashtra, within the development 
expenditure there has been perceptible 
shilt in favour of social sectors. Even in 
economic services, more is being spent on 
agriculture, imgation. drinking water, etc. 
A significant item of expenditure in 
1996-97 was the .subvention ofRs 9,000 
Liorc to MSHB for achieving 4..‘i per cent 
return on net a.s.sets Hie major compo¬ 
nents of non-development ex penditure are 
interest payments and administrative ex¬ 
penditure Hie growth in the number of 
employees and expenditure on salaries are 
given in Tables 19 and 20 respectively. 
The expenditure on salaries and pension 
since 1991-92 is given in Table 20. 

Between 1993 and 1997 the number ol 
posts in slate government, zila panshads 
and nagar panshads increased from 12 S3 
lakh to 13.10 lakh. However, the actual 
numbers in position in the state govern¬ 
ment in this penod declined fiom 7.48 
lakh to 7.41 lakh and in the entire three 
organisations from 11.34 lakh to II IS 
lakh. Hus was despite the incrca.se of 
about SO.OOO employees was in /ila 
panshads In 1997 about I.IS lakh posts 
were vacant The expenditure on salanes, 
etc, has increased from Rs 4,I3S crore in 
1991-92 to Rs 11,023 crore m 1997-98 
Hus spun in expenditure has largely been 
due to pay revisions and hikes in dearness 
allowance over the years and not due to 
increase in staft .strength. 


The state government has takoi over the 
responsibility of salary payment to the 
employees of zila parishads, nmmicipai 
boards and teachers of aided educational 
institutions The expenditure on salanes 
and pensions has constituted between 
S0-S4 per cent oi revenue expenditure and 
about 40 per cent of total expenditure 
Since 1991 -92salanes and allowances have 
constituted between 6 to 7 per cent of GSDP. 

The government of Mi^arashtra pays its 
employees salaries at the same scales as 
the union government The state govern¬ 
ment appointed a pay committee to 
harmonise the {xiy structure of stale em¬ 
ployees with that of the central govern¬ 
ment. On the ha.sis of the report of this 
committee, the 1998-99 budget has esti¬ 
mated that the additional annual expen¬ 
diture on account of revision of salaries 
and pension will be about Rs 5,500 crore 
In addition the .state government will also 
have to pay about Rs 7.000crore as arrears 
asttesalariesol the staff havebeenrevi.scd 
with cfT«:l from January 1,19%. Assum¬ 
ing that the arrears of salaries will not be 
paid in cash, stilt the annual additional 
expenditure on account of revision of sala- 
ncs will be about Rs 5.500 crore The 
magnitude of this liability can be assessed 
by the fact that this additional liability 
constitutes about 36 per cent of total slate 
taxes collected in 1997-98. As a result of 
this decision the non-development expen¬ 
diture of the state is estimated to increase 
from Rs 3.415 croie in 1997-98 (RE) to 
Rs 8852 87 croie in 1998-99 (BE) 

There are 38 public sector undertakings 
oi the government of Maharashtra which 
were incorporated under widely different 
statutes like tlx* Companies Act. Societies 
Rcgi.stration Ait or Special Acts ol the 
central or the state government. In 19‘)5-96 
the total finaiKial resources invested in 
these PSU‘ s amouiiicd to Rs 13.590 crore 
of which the .sute government had provided 
Rs2,20()crorcasequily and about Rs 4, KXi 
crore as loans In 1995-96 the state under 
takings had 2 71 lakh employees The 
TenthFinanief'omnussion had stipulated 
that the commciual entcrpnscs, pro¬ 
motional enlcipii.scs and financial entcr- 
pri.scs .should cam a minimum rcium on 


equity of 7.5 per cent. 5 per cent and 2.5 
per cent per annum As against this the 
return from investment on PSU's in the 
state was 2 12 per cent. The state govern¬ 
ment has estimated that m 1995-% the total 
sub.sidiu.s dishur.sed by PSU's amounted 
to Rs 3,521.65 ciore of which explicit sub- 
.sidics amounted to Rs 105.16 crore and 
implicit subsidies Rs 3.420 crore. How¬ 
ever this docs not iiichidc the subsidy on 
state irngation works Hie mam .subsidy of 
Rs 3,325 crore wa.s by Maharashtra State 
Electricity Board on account ol low taiiff 
for rural and domestic consumcis (liven 
the large resources invested in PSUs the 
need tor improving the profitability oi these 
entetpnses cannot he over emphasised. 

The rale of growth of income in 
Maharashtra compares favourably with 
the cast Asian econumie-s. The stale income 
has grown in exce.s.s of 6 5 per cent for 
over a decade and a half since 1980, and . 
the state is the preferred location ot both 
domestic and ioreign investors. The state 
IS recognised as one of the better economi¬ 
cally managed states m India. However, 
in the la.sl few years' sutH>idies have been 
growing and user charges in power, im¬ 
gation and water .supply have fallen much 
.shoitol theerc^toi providingthc.se services. 
With (he set back to the ruling coalition 
in the recent elections to parliament, the 
ability oi Ihe state government to adjust 
user charges has been weakened How- 
evet, the continued economic growth of 
the state requires that economic reiorms 
in areas like power, irrigation, transport, 
resiructumig and divestment of .stale public 
undertakings are accelerated. 

From the above dc.scription the follow¬ 
ing picture of state finances emerges. 

(I) Since 1991 -92 the total expenditure 
ns a proportion oi GDP has remained 
stable and the level ot stale activity has 
not increa.sed very much However, the 
share ot revenue receipts oi states in GDP 
has declined in this period while there was 
not much i haiigc in revenue expenditure 
This has led to ihc incrca.se ol revenue 
del icit of the states between 1991-92 and 
1996-97 Iroin 091 per cent to 1 24 per 
lent of GDP However, the performance 
of states with regard to the growth oi 
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revenue cxpendiiure has been better than 
the central government. The revenue deflat 
of the central government, which was t^ut 
3 per cent of GDF in l9Q7-^8 projected 
at 3 37 pci cent of GDP in 1998-99. The 
worsening of the finances ot the govern¬ 
ment of India IS evident from the fact that 
in IWS 99. for the fiist time, there will 
he a deficit before devolution to the states. 
This not only signifies that the central 
government needs to take urgent concc- 
tive action hut also shows that its ability 
to come to the rescue ol state governments 
is severely limited. 

(2) Even before the commitments on 
account ot the recent salary revision.s, some 
states were in financial trouble For ex¬ 
ample, in 1^9.5-96 in IHinjab. gross fiscal 
deficit was 4 per cent and the debt stock 
31 54 per cent ot G.SDP Of the .stales 
.studied in this paper in 1996-')7 in lUiai 
Pradesh Revenue Dcticit, Fi.scal l>cficit 
and debt stock were 2 71 per cent, 5 08 
per cent and 35 64 per cent respectively 
of the GSDP, and the increase in revenue 
expenditure had squec/ed the availability 
of resources for capital outlay This situ¬ 
ation has lurthei detenorated 

(3) Since 1991-92 the own tax revenue 
of states has been about 5 80 per cent ol 
GSDP Some states have taken steps to 
improve tax administration, rationalise rates 
and ntoadc n the coverage of property tax, 
intnxlucc value-added lax Maharashira and 
Andhra Pradesh are among the states that 
have taken steps to reform Ihcir lax .systems 
Punjab, on the other hand has abolished 
land revenue, water charges and powci 
tanlf for agnculiuial use However, tlwy 
have revised tlie powci lanffand me teased 
the mariect fee 1mm 3 per cent to 4 per ceni 
of the sale of produce bought to the leuu- 
latcd markets In view ol the foithcoming 
assembly elections. Rajasthan has i oiled 
back the recently leviscd fates ol .State 
Transpoit C'orporalion and power taiill 

(4) The Slates are competing with each 
othci in piovidiiig inceiitives tor new 
investment Madhya Piadc.sh and Uttai 
Pradesh have adopted the most expensive 
open-ended .sales tax exemption scheme, 
whicn violates all criteria ol economic 
efficienc y Because it is open-ended it has 
adsvrse impai.t on levenue and causes 
unintended ef Dels on resource allocation 

(5) In all states there has been a severe 
pressure on the allocation ol funds f ir 
maintenanceI'fcapital assets lliisis illust¬ 
rated by Ihe very liiiitteii alltKation ol 
funds for maintenance ol irr.f alion works, 
fht Eighth Finance ('ommission (1984) 
had recommended tiiai Rs HXIperhcclaie 
of gmss iiiigati d area should he provided 
lor the maintena ice ot majoi and medium 
inigation woiks by all the slates It also 


estimated that an additional 30 per cent 
would be required for fully regions and 
hill sutes Hie working group on major 
and medium irrigation set up by the Plan¬ 
ning Commission m 1992 recommended 
thatRs2(X)pcrlK‘ctareforplain.sandRs 250 
(or hilN be allocated for maintenance of 
such works. The Tenth Finance Commis¬ 
sion (19941 re vi.scd these norms to Rs 300 
per hectare for the irrigation potential 
utilised and Rs 100 per hectare for the 
unutilised potential For hill .slates, the 
mums wen* to be 30 per cent higher 

(6) The liiiancial results of canal and 
slate tube-wells in Uttar Pradesh arc given 
atAnncxurclandAnnexurell Anncxurel 
shows that the revenue forthc salcof water 
fiom the I anal .systems incrca.sed from 
Rs 52 49 note in 1991-92 to Rs 110 50 
croie in 1996-97 but almost the entire 
mire.ise m levcnue was absorbed by cx- 
pcndi'ua* on establishment. The share of 
works expcndilun' in total working ex¬ 
penses declined from 38.76 per cent m 
1990-91 to 2.t 61 pci cent in 1995-96 but 
inipioveo to 32 75 per cent m 1996-97 
On the basis ot the noims laid down by 
the rcnih l-iiiaiice Commiss.on Rs 245 
cion- should he allocated for maintenance 
cxpcndituie of Ihe canal system in the 
stale In 1996-97 the provision in the stale 
budget exceeded this norm by Rs 60 crore 
lldwevor, 52 46 per cent of working 
cxpcn‘«cs excluding interest charges were 
spent foi payment of wages and .salaries 


The position with regard to state tube- 
wells was even worse. In 1996-97 out of 
the maintenance expenditure excluding 
establishment of Rs 158.47. Rs 125.85 
crore were paid as electricity charges and 
only Rs 29.62 crore were made available 
for maintenance works. Similar situation 
exists in Maharashira The state govern¬ 
ment has not updated the maintenance 
norm.s since 1986 At that time the recom¬ 
mended maintenance expenditure ranged 
Irom R.S 54 per hectare for minor img^ion 
schemes to Rs. 87 per hectare for gated 
dam.s. On the basis of recent studies the 
state irrigation department has recom¬ 
mended that expenditure for maintenance 
of major and medium irrigation works 
should be revised to Rs 400 per hectare 
This implies that Rs 138 crore should be 
piovided for maintenance against which 
Rs 75 crore were being made available. 

In Madhya Pradesh norms for the 
maintenance of irrigation works were 
pn'senbed in 1983 at Rs 50 per hectare 
These norms have become outdated and 
Stale Irrigation Department has estimated 
that Rs 250-300 per hectare should he 
spent on the works component of main¬ 
tenance expenditure Annexure III gives 
the funds allocatcct for maintenance of 
irrigation works in Madhya Piadesh As 
against the rcquiremeiil of about Rs 75 
crore for the maintenance of major and 
medium irngalton works Rs 48 82 croie 
was provided in the 1997-98 budget Out 
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of this a substantial poition was used for 
payment of wages to daily wage woifcers. 
The inadequate allocation of funds has 
consistently led to the deiernng of essen¬ 
tial maintenance ex|x:nditure. Irrigation is 
a highly capital-intensive activity and the 
replacement requirements of irrigation 
works are quire targe But inmically new 
schemes get started while funds for re¬ 
placement are hard to come by. 

(7) In theory capital expenditure should 
be self-limiting and self-tlnancing and 
should create productive assets In prac¬ 
tice this has not been so and capital ex¬ 
penditure gives rise to more revenue 
expenditure without any corresponding 
incrca.se in receipts, thus increasing the 
fiscal gap Invc.stment by state govern¬ 
ments in the equity ol companies has 
brought in insignificant income. At the 
end of 199.‘i-96 the total investment in the 
equity of companies by state governments 


was Rs 27,359 crore which earned a 
dividend income of only Rs 102.30 crore. 
Andhra Pradesh with total investment of 
Rs 3,940 crore had divideiul income that 
year of Rs 4 88 crore. Haryana investment 
of Rs 33 8 crore and a dividend receipts 
of Rs 34 ciwe Karanataka Rs 2,307 crore 
and Rs 6.3.5 ctore, Raja.sthan Rs 2.285 
crore and 0 67 crore. UP Rs 2,038 crore 
and 0.23 crore and Maharashtra Rs 1,610 
crore and Rs 4 16 crore respectively. 
Dividend income ol 15 per cent would 
have improved the non-tax revenue of 
state governments by about 8.5 per cent 

(8) Ihc stales arc faced with a situation 
in which the wage bill will substantially 
increase on account of the pay revisions, 
in Punjab, in 1997-98 the wages and pen¬ 
sion payments have been higher by about 
Rs 850 crore as compared to 1996-97. 
This tni.rca.se would amount to I 96 per 
cent of GSDP in 1996-97. In Uttai Pradesh 
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the salary and peasion payments increased 
from 4.52 per cent of GSDP in 1996-97 
to 6..3 per cent of GSDP in 1997-98 and 
are projected to increase to 6.9 per cent 
of GSDP in 1998 99 When obligations 
of the state government tor payment of 
salaries ol stall and teachers of educa¬ 
tional instituiions is included, the wage 
and salary payments increa.sed to 9 92 per 
cent of GSDP in 1997-98 and are estimated 
to rise to 12 08 per cent of GSDP in 
1998-99 Substantial inciease in the 
commitment of funds toi wages and 
salaries will take place in otiici states too. 
The composition of public expenditure ts 
becoming increasingly imbalanced as in¬ 
flexible expenditure commitments like 
interest payment; salary and pension 
payments ab.sorb a large part of the total 
revenue. The impact of pay revtsion on 
state finances is summan,sed in Table 21. 
It would be seen that the total additional 
expenditure on account of salary revision 
would exceed the capital outlays of states. 
The expectation that the states should 
provide more resources tor physical and 
s(K.'ial infrd.structuie cannot be met, as they 
have very little to invest 

(9) We have .seen that the number of 
state government employees has not signi¬ 
ficantly increased in recent years In view 
ol this, a large-scale retrenchment of staff 
IS not feasible. But as a first step the state 
governments should freere hiiingof new 
staff tor the next three to f i vc years in areas 
that arc leu.st required for an effective 
delivery of public services To encourage 
local initiatives, the state government must 
discourage centralrsation of cadres and 
.services and promote the concept that aila 
panchayats and municipal huard.s. etc, 
should pay the staff according to their 
capacity to pay 

(lOtUnlcss there isaicgulai adjustment 
m tanfl by public utilities, the gap between 
cost and revenue would keep on increas¬ 
ing It has been observed that when u.scr 
charges icmain constant over a long period, 
tanfl revision becomes more difficult. 
Prc.scntly, the public utilities arc not obhged 
to meet their current cost and the gap ts 
Ultimately financed out ol the .state revenue 

Revision of salaries will have a crip¬ 
pling effect on the finances of all state 
governments As the additional expendi¬ 
ture in most states w'llt be lictwc'cn 2 5 and 
3 per cent ol GSDP, a large fiscal correc¬ 
tion will be required However, state 
governments have not made even a motl- 
est beginning to reprionti.se expenditures 
and improving expenditure control despite 
facing a large increase in expt'nditure 
There is an underlying belief in the stales 
that the Eicvenih finance C'ommi.ssion 
will bail them out from this impa.s.sc 

M.-tl 




Women’s Property Rights in South India 

A Review 

Kanakaiatha Mukund 

The objective of this paper is to present n synthesis of the findings of ongoing research studies on women's 
property rights and customary prat tires, hi>w these are changing as traditional south Indian society is being 
transformed in a process of broader wcw-cl onomic changes; and to situate these empirical studies within 
a larger canvas of analytical woik on gender and inequalities. 


RESEARCH on women’s properly lights 
in India takes us into a woild wlieie the 
past merges into the present. and straddles 
the diseiplines ol sociology, law and 
economics within u framework ot gender 
studies This paper concentrates on south 
India because this is a region where, 
historically, women had enjoyed .some 
property rights in eontra.st to women in 
north India llie issues raised in this review 
relate to customary nglits - that is the pm- 
petiy rights allowed to women in ditlcrcnt 
regions ol .south India under customary 
practices, as compaied to the nghts allowed 
under the traditional legal systems, the 
histoncal evolution <if these rights and 
how interventions train the state and other 
agencies have reitctined these at several 
points ol time. We conclude with an 
analysis ol the changing face ot ‘dowry’ 
in present-day .social anrangements 

pROPonv Riums Bask Issi'i-.s 

A classtrication ol the ways in which 
property can be acquired would lorm a 
useful basis for idcniilying the research 
agenda in this field Basically, property 
can be acquired through gifts, through 
inheritance, and through work/eamings 
The la.st also presupposc-s the ability to 
work and cam. which requires some level 
ot skill/cducatiun. and/or access to pro¬ 
ductive resources (land, capital) For 
women, these prerequisites are afsodecidcd 
and defined through social-cultural 
prescnptions Rina Agarwal |I994- ll| 
argues that land is the most important 
productive icsourcc lor women in India, 
and studies women’s rights to land fiKUsing 
on six issues, “gendi'r relations and a 
household’s properly status, gender 
relations and women’s praperty .status; the 
distinction between ownership and control 
of properly; the distinctiveness of land as 
property; what is meant by rights in land; 
am' prospcvts ol non-land-based 
livelihoods” 

Of these, the question of ownership and 
control over pni[»erty >s cmcial foi under¬ 
standing the uneij.iai relationship between 
men and women Krishnaii |1'>92 2I3| 


has pointed out that “... whatever be the 
spirit ol law and cu.stum. women fail in 
general to obtain rights to ownership ol 
(or control over) land”, adding that even 
if women were the formal legal owners, 
management ot the land was t^cn over 
by men, “depiiving women not only of 
head- hip in a formal sense, but ot much 
el.se” 

Gl Mil R ANI> ProPLRTY - .SOMl 
T III OKI TtCAL InSIUII IS 

Women’s lights to inherit, own and 
coniiol piopcrty arc determined primarily 
by the values and norms which are socially 
acceptable, as well as the mechanisms of 
intra-household ducision-making and 
distiibiition Economic theory seems to 
have little to oiler in understanding these 
lorce<- Institutional economics is, by and 
large, concerned with how institutions 
develop and decisions are made outside 
of mai ket lorces The ‘old’ school of insti- 
tutii.nal economics, especially, “con¬ 
centrates on I’lw, praperty rights and 
organisations, their evolution and impact 
on l-.'gal and economic power, economic 
transac tn ms and the dcslnbution of income. 
Here, institutions are seen largely as the 
outcome ol formal and informal processes 
ol conflict lesolution, the critenon of suc- 
ce.ss being whetliurlhc institution has gene¬ 
rated a ‘icascmable value’ or ‘workable 
mutuality' out of conflict.” IRuthciford 
1996 th I] 

Oneubvioiisciiticismof such theoretical 
models where the focus is on ‘rational’ 
bcbaviourand optimality is that they ignore 
the role ot power Even when the concept 
ol ‘p,)wcr’ isincorporatedinlothcanalysis 
It IS nioie III the sense of ‘force’ ratherthan 
of power relations Thus, economists who 
have eniniged on this start with the premise 
that property nghts may evolve from a 
state when no pnor institutions exist, and 
how then a woikahlc accommodation of 
accepted property rights is arrived at to 
cr'nirol a given resource. Would-be 
violators ot tin s accommodation coasensus 
would have to lacc the consequences 
becau.se costs would be imposed on such 


individuals. Equally, if through a more 
effective use of force an individual can 
gam more than his share, he will do so, 
and “ .potential force is the relevant 
constraint underlying any initial agree¬ 
ments .. which allocate wealth among 
competitors. i c no one will accept less 
than they can gain by the use ol force” 
(Papandreou 1994: 209-210] 

T’hc basic argument that, in any .society, 
customary property rights arc evolved to- 
lessen transaction costs to individuals is 
perhaps quite valid in as I ar as it goes. But 
this Ignores the ideology of gender which 
places differential values on male vs 
female ownership and rights. I'he pnmary 
ob|cctive in inhcntancc systems m Indian 
society has been to pre.scrvc property, 
especially landed property, intact for male 
heirs. Bina Agarwal (1994- It) however 
cautions that "In this cnipha.si.s on the 
ideological, the pisssiblc material basis 
of this subordination, or the dialectical 
link between the material context and 
gender ideology, is seldom recognised. 
And, culture is often characterised as 
‘given’ rather than in the process of 
constant n’lormulation, or as an arena of 
contestation ” 

Fuitner, the concept of ‘private’ or 
‘individual’ property nghts in economic 
theory essentially relates to a household 
unit rather than to imra-family arrange¬ 
ments which is what women’s property 
nghts are all about, and also assumes that 
intra-household transactions arc usually 
optimal and equitable. Gary Becker argued: 
“In my approach, the ‘optimal reallocation' 
results from altruism and \oluntary 
contribution, and the ‘group preference 
function’ is identical to thatofthealtnushc 
head, even when he docs not have sovereign 
power” rOuoted by Sen 1990: 131]. On 
the other hand, a very large number of 
studies, including those by Sen, have 
established that the division of resources 
and the access to health care, eAication 
and other services within a family are 
strongly bia.scd in favour of men, and 
disadvantageous to women and the girl 
child, so that the ‘altruistic head’ and 
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’optimal reallocauon’ aKboththeentirely 
myihicai creations of a tew economists. 

In actual practice, intra-family alloca¬ 
tions are really located in a culture of 
patriarchy rooted in patrilineal, patrilocal 
(or virilocal) practices, which define the 
roles of women vis-a-vis men in economic 
and non-economic spheres. Rights for 
women are mediated through family 
relationships and deeply inculcated 
perceptions that women have of them¬ 
selves, their interests and what constitutes 
their well-being within their families 
Stressing this. Sen points out that the 
ubiitanan approach is also inadequate as 
a measure of welfare since objective facts 
of relative deprivations cannot be acaim- 
modated in the "utilitanan metnes of 
happiness”. He goes on to add that 'rhe 
embarrassment, if theie is one here, is for 
utiliuinanism(and for weltansm in general) 
and not for those who insist that the 
underfed .. or overworked person is in 
some real sense deeply deprived no mattci 
what the utility metrics say" |.Sen 1990. 
I27-12XJ 

Alternatively, Sen finds that intra- 
hou.schold allocations represent ‘co¬ 
operative conflict', since there is a co¬ 
existence ol “extensive conflicts and per- 
va.sivc co-operation” in iamily de<'i.sion- 
making For explaining this process. Sen 
proposes a modification of bargaining 
models Theprcmiseolbargainingmodels 
IV that the two contending parties agree 
to a solution (‘colluvive arrangement') 
which may be somewhat adverse to one 
paily But, this choice is more acceptable 
than the 'break-down' point which is 
disadvantageous to both. To understand 
gendered rcspon.se.s in family choices. Sen 
add.s three further ‘directional features' - 

(a) break-down well-being response, 

(b) perceived interest response, and. 

(c) perceived contribution response. The 
break-down position indicates a person's 
vulnerability in the bargaining process so 
that the more vulnerable will end up with 
acollusi ve solution which is le.ss favourable 
to hi.s/her well-being When a person’s 
perceived interest places less value on his/ 
her well-being, also, the collusive arrange¬ 
ment will be less favourable On the other 
hand, when a person’s contribution to the 
family is perceived to be higher, the 
arrangement will be more favourable to 
that person. Sen points out that (a) and 
(b)are particularly tnie for women in 
traditional societies, while (c) is true for 
men. 

These perceived responses are also 
derived from the social learning of ideas 
about the value and place of women in 
their societies. The notions that women 


are entitled to, and only deserve, an unequal 
share of resources, as well as other forms 
of discnmination arc leamtfrom childhood, 
and perpetuated as women themselves 
accept this valuation of themselves and 
their contnbution to a family and their 
position in the family.' [Papanck 1990] 
While both Papanek and Sen are (xmeemed 
with explaining the short-term dynamics 
of intra-family allocations, it has to be 
seen if this can be extended to long-term 
positions which arc in volvedin the division 
of property resources between men and 
women. Agarwal extends Sen’s analysis 
to women’.s rights to land, though she 
disagrees with .Sen's ctmceplualisation of 
“perceived interest” response. She argues 
that women's compliance widi practices 
which disadvantage them does not arise 
out of an acceptance of such discrimination, 
and there are many covert ways in which 
they resist this [Agarwal 1994: S6-S7]. 

Combining Sen’s and Papanck’s 
analyses in concrete terms, itcan ^ argued 
that women themselves accept unequal (or 
no) property rights (or girls becau.se of the 
perception that gills will “go away when 
they get maincd” (a commonly heard 
expression in north India), because male 
heirs are considered to have a 'natural' 
right to property, and bccau.se, in their later 
years, they hhe women) will automatically 
be looked after by their sons. 

Traditional Property Rights in Law 
AND IN PRACntX 

In the ancient texts of junsprudence and 
schools of law in India, by and large, the 
codification of property nghts was an 
important legal question which was 
di.scus.sed at length, and this discus.sion 
also extended to the rights of women 
These texts, like all legal treatises, were 
neither unambiguous nor transparent, and 
several commentaries by later scholars, 
down to the medieval period, form the 
corpus of Hindu law on property nghts 
There arc two major schools of legal 
doctrine - the Mitakshara and the 
Dayabhaga. The latter was the system 
followed mainly in ca.stcm India - Bengal 
and Assam The Mitakshara was further 
subdivided into the Mithila. Benaras, 
Dravida (Madras) and Bombay schools 
IBanci]ccl9l5 LectureVII;Altckar 1959- 
chs 8,9J. The .significance of these legal 
.systems, though ancient, must be under¬ 
stood in proper perspective, since they 
formed the legal basis for women’s 
pmpertyriglitsuptiil i9S6whentheHindu 
Succession Act was passed 

Ttiming toihe ancient legal rights, where 
women were concerned, whatever was 
gifted to a girl at the time of her mamage 


by her natal family, and the gifts given 
when she was proci^ing to her husband's 
family (by other members of the family) 
were stat^ to be her property outright, or 
'stndhan' Whatever was given to her as a 
gift of love by her husband or her in-laws 
(‘saudayika', 'pntidana' or ‘pntiditfta’) 
was akso included in stndhan.^ Where the 
proprietary rights over such gifts were 
concerned, there was near unanimity 
among the two schools 
The real problem began where in¬ 
heritance nghts were concerned since diis 
had to do with immovable property, 
e.specially land. Women could nut inherit 
such property mainly because a patnarchal 
society wanted to keep intact properties 
within patniineal families. While the 
Mitakshara is generally considered to be 
more liberal in acknowledging that when 
women inhented property this could also 
be stndhan [Banerjee 1915: 310-3351,' 
basically women had, at bc.st. only usufruct 
lights in family property. This, of course, 
has tremendous relevance even for 
contemporary society since this denies 
women access to the most important 
productive resource in the Indian economy, 
VI7, land. Widows normally had the right 
tomaintenanoeby theheirsof the husbands, 
and virtually no share in the family 
property, except in cases where the husband 
had already separated from the joint family. 
In the case of a widow without sons, the 
Mitakshara gives aconditional and rcsuic- 
tive right to the hu.sband’s property, 
whereas the Davahhaga gives her this 
right unconditionally fBaneijce 1915* 222- 
226].^ Even now. when a son in a joint 
family dies, the nght of his widow and her 
children tothe family property is governed 
by the Dayabhaga or Mitakshara system, 
whichever prevailed in this region 
(Agarwal 1994. 212] 

When we turn to the income earned by 
women, especially from their own labour 
or work, the ancient legal texts are 
unanimous that this belonged not to the 
women, but to the family. ‘Katyayana’, in 
(act, specifically mentions that what 
'iTimcn earned as spinners or in other work 
did not constitute .stndhan This last is 
interesting, since till very recent times, 
spinning was one o( the major home- 
based income earning acti vities of women 
The basic justification forthese injunctiure. 
was that in a system of vinlucai residence, 
women (and their time/work) were 

essentially under thecontnil of the husband 
or his family, and therctore whatever was 
earned or acquired under these conditions 
natuially belonged to the family. Ihis 
rcsuiction in fact applied not merely to 
women’s earnings, but also to anything 
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(hi-y would receive as gifts while residing 
With their husbands. This again is still 
relevant in the cuntcmporaiy context, for 
many studies show that normally nearly 
all ol a woman's earnings are absorbed 
by the family and are devoted to the 
maintenance of the family, whereas only 
about 60 per cent of a man’s earnings go 
towards the tamily. 

The histoncai evidence from south India, 
especially the Tamil region, suggests that 
women had considerably stronger nghts 
to property than indicated in the legal 
texts, and the jurists dumsel ves w<*re aware 
of the variance between the prescribed 
rights and cu.stomary rights Women clearly 
owned property and had the authority to 
alienate this propeny - money or land - 
through gills or sales Two tenth century 
inscriptions which relcr to land gifted to 
women to form theirproperty orstndhanam 
can he cited to establish that women’s 
rights to own land were well-recognised 
One refers to the gift of land by a man 
to his wife, a ‘brahmani’ [South Indian 
Insi nptionA xiii no 251), and the other 
to a brahmam’s stndhanam land [South 
Indian Inscriptions xix- no ZSOl."* While 
most ol these propeity-owning women 
were from the royal lamilies or other ruling 
elite classes, working women (like temple 
dancers, maidservants) and women from 
other nun-elite castes and communities 
are often mentioned iii the isiscnpiions as 
owners of property who U&d made 
donations to the temple [Mwkund 11*12' 
WS3-WS41 

Though the two inscriptions cited above 
refer to brahmin women, the custom of 
passing on a small amount of larxl as 
stridhanam to a daughter on hei* marriage 
was prevalent among all land-owning 
castes in Tamil Nadu, and this land was 
known as her 'manjal kam' (literally 
turmeric land) This land was inhented by 
the woman’s daughters so that (he female 
line of inheritance was preset ved, though 
women had neither any control over the 
property, nor anything beyond usufruct 
nglits.-^ Anthropologists aic agreed that 
the •iiotivation behind the practice ol 
endogamy within tamily groups in south 
India with mamages between maternal 
uncle and niece, and cross-cousins is to 
retain family control over such transferred 
property 

liie practice ol giving stndhanam to a 
daughter also extends to castes who ate 
nor land-ba.scd. The natlukottai chettiars 
or iiagarattar are a premier trading com¬ 
munity Chettiar women normally receive 
large dowries (in cash), jewellery, etc, 
when they get n.aincd Nishiimira states 
that the part of the dowry which is the 


'siidanam' (ot stridhanam) is kept in the 
name of the woman and remains her 
property until her death,^ and is often 
saved, along with whatever she can save 
through hei frugal management of the 
housekeeping and other incomes to con- 
stituu-. Ill turn the dowry of her daughters 
INishiniura 1994.248,250]. Nishitnura’s 
study, however, clearly shows that women 
never really controli«l this stndhanam, 
which was managed and invested by their 
fathers (Nishimura 1998: 114 ff]. 

In ali communities of Tamil Nadu 
women continue to have a close relation¬ 
ship with their natal households even after 
they get ntamed In addition tostiidhanam, 
they continue to receive gifts from their 
tamilies, especially in the first year of 
marriage on vanous occasions, and dunng 
the first pregnancy and childbirth. These 
continue even until the marriage/s ol their 
daughter/s. I have argued that while all 
thc.se gifts may not be veiy significant in 
terms oi value (though some undoubtedly 
are), they do constitute a recognised nghi 
to call Ihcir tamily property' [Mukund 
1992 W.S6I 

Among the chcttiars, the woman’s natal 
family gencially provides for her and her 
children when she lives in a joint family, 
and continues to give considerable 
financial support even when she sets up 
her own home These duties are taken over 
by the brother on the death of the parents 
[Nishimura 1994- 249; 1998 113-114). 
Also, unlike most other upper class caste 
groups, chettiar women have always 
engaged in economic transactions in their 
own tight, which also become their own 
pronerty, passed down to their daughters 
[Nishimura 1998 ISO-lSl], Looking at 
ail these tacets. Nishimura concludes that 
the status of chettiar women is very high " 
The custom ot the daughter getting a 
share ot family property as stridhanam 
when she gets married prevails in other 
areas of south India also. In parts of coastal 
Andhra Pradesh, women inherit a poition 
of lamilv land, which is known as ‘pasupu 
kumkumamu* Among the lingayats of 
Karnataka also, the daughter would be 
given some movable property, and land 
(if the family is rich enough). She also 
retains st. .mg links with her parental home 
after mam'^ge, and receives customary 
gifts and care on vanous occa.sions 
[Bradford 1985 281-283]. The custom of 
endowing a daughter with a part of the 
family property on marriagehad continued 
till recent times, when the practice of a 
negotiated dowry began to dominate 
mamage gift-giving. 

At this juncture it is also useful to review 
the current legal status of women with 


respect toinheritancerighls.In the absence 
of a common civil code, provisions regard¬ 
ing inheritance nghts vaiy for different 
religions and communities. Under the 
Hindu Succession Act of 1956, daughters 
were given equal nghts as sons in their 
father’s self-earned property if the father 
died intestate. They, however, had no rights 
to ancestral property. More progressive 
legislation was passed in Andhra Pradesh 
- Uie Hindu Succession (Andhra Pradesh 
Amendment) Act, 1986 - which gives 
equal nghts to women as men in ancestral 
property. Daughters can also force a 
partition of ancestral property if the share 
is denied or delayed. While such legislation 
certainly enhances the rights ot women to 
inhent property, what this has actually 
achieved needs to be explored. How many 
women, even educated women, know their 
legal nghts or demand them’’ Has this 
legislation resulted in any significant shift 
m attitudes to women’s nghts to inherit 
property, or has it merely led to men making 
willsexcluding daughters from inhcnting’’ 

MAiKiiivrj^L Sysicms in Transihun 

Kerala, as a predominantly matnlmcal 
society, gives us a unique opportunity to 
study the real position and .status of women 
in a non-patnanchal system. Yet, studies 
have pointed out that in malnliiieal, 
matnlocal Kerala, the official head of the 
household was a man and not the woman 
[Gough in Schneider and Gough 1972: 
chs 6 and 7] The domestic management 
of the ’taravad’ or extended household 
was under the control of the matnarch 
However, Gough points out. the taravad 
really represented a property group, and 
all the economic activity and decisions 
were controlled by the ‘karanavan’, the 
oldc.st male head of the household She 
also notes that unless the matriarch was 
distinctly older than the karanavan, she 
was definitely subordinate to his authority 
Thus, norms of male supremacy were 
maintained even in matrilineal society. 

Aruninia. however, argues '.hat the 
debasement of the authority of the woman 
head of household of the taravad had come 
about bccau.se of interventions by the 
colonial state, and was the result of 
patrilineal encoding of matrilineal customs 
under British rule in 19th century Malabar 
which .served to drastically alter the 
traditional rights and powers of nayar 
women within the taravad. She points out 
that the traditional matnlineal system 
among the nayars was very flexible with 
many local variations. In many cases, 
women were heads of the taravads. They 
could establish separate households or 
taravads. Individual shares in the uuavad 
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could be sold by a member of the family. 
Women could not only have a share in the 
revenue of the taravad. but also retain 
uniiineal succession to properties de¬ 
marcated for them. All these local varia¬ 
tions were accepted even by the British 
in the early part of the nineteenth ccnhiry. 

By the middle of the century, however, 
these customs were redefined by treating 
nambudiri patniineal norms as the legal 
standard. The existing fluid system became 
inflexible under the Bi itish, and two main 
changes look place. First was the as¬ 
sumption that women were the mere 
conduits through whom descent and 
inheritance were traced, but they did not 
possess any distinct rights to propeity. 
Second, the taravad could not be parti¬ 
tioned The property was held to be in¬ 
alienable, and the karanavan was the legiti¬ 
mate guardian of all otliermembers, which 
was in the natural ordei of things I Arunima 
1998.114-1191. She also notes that "Such 
a patnarchal inteipretauun of the customs 
of the matnlineal community had it.s roots 
in the steady process oi transforming 
Malabar's customary practices which used 
not only brahminical precepts, but also 
Roman law and laws of equity in equal 
measure ” (Arunima 1996' 297) 

The shift to mure patnarchal family 
arrangements were obviously gaining 
ground in Kerala as the more natural form 
of social organisation even in Travancore 
state, which was not under British 
dominion Among the nun-dominant caste 
oi ezhavas in Kerala, the intervention came 
trom their own social reform movement 
led by Sree Narayana Guru again.st a 
background of more broad-based changes 
in their occupations and their traditional 
agncultuial economy The Ezhava Law 
Committee and vanous reform groups were 
strongly infavuurof the patnarchal family 
norm as the ideal, jnd felt that all ezhavas 
should shift towards a patrilineal system 
Veiayudhan [ 1998], in amclusion, argues 
that 'This ideological construct weighed 
heavily against women, depicting women 
as dependent and subordinate members in 
the family and men as heads of household.” 

Women as a Class’ 

In a discussion of the propeity rights of 
women, the question of class differen¬ 
tiation among women also needs to be 
raised. Obviously, all women do not belong 
to the woricing class, and there are sharp 
differences across women from different 
backgrounds. This seems particularly 
evident in the present day when education 
and chiysging values are empowering 
women of a certain class. At the same 
time. Agarwal notes, a woman's cla.ss 


position is usually deflned through that of 
men - particularly marri^. A husband 
or some propeity would raise it, while 
widowho^ or divorce would lower it. 
There are, she argues, “significant com¬ 
monalities between women which cut 
across denved class privilege (or depriv- 
atitm)..” - especially, the vulnerability to 
violence, the responsibility for all domestic 
work and childcare, gender inequalities in 
legal rights, and most of all, 'Ihe risks of 
marital breakdown due to which even 
women of nch peasant households can be 
left destitute and forced to seek wage 
work, reflecting their piopertyless state 
and economic vulnerability as women" 
(Agarwal 1994- 14-15]. 

That women do constitute a class by 
themsclve.s is also evident from the study 
of mukkuvar women [Ram 1992]. The 
mukkuvar, as Ram explains, are a fishing 
caste on the southern coast of Tamil Nadu. 
(They are also found in northern Sri Lanka). 
They arc Catholics and basically occupy 
a low status in terms of caste hierarchy 
because of their occupation. They are also 
a more cgalitanan community because 
most of them aic poor, nor do they depend 
on a privately owned resource like land 
for their livelihood. Yet, Ram points out. 
the egalitarianism is confined to men only. 
Women are excluded not only from the 
sea. which is a armmon resource, but also 
from “non-matenal means of production” 
-1 e, ”. the transmission of specialised 
skills m the operation of fishing gear, 
knowledge of fishing grounds, the breeding 
habits of the fish, navigation skills, 
astronomy, and so on... The acquisition 
of these slulls is in turn regulated by another 
key component of incorporeal property 
the nghts to space . norms governing the 
sexual di.stnbution of space on land in tact 
pre-empt the question of who has nghts 
to the sea at all. These norms prohibit 
women from gaming access to the .rea and 
even to the spaces most intimately 
associated with the woric of fishing- the 
sea front and the beach” [Ibid 47-48]. 
Thus It IS gender relations rather than 
status in terms of caste, class or occupation 
which determine women's access to 
productive resources, and thus to incomes 
and to ownership nghts. 

Stridhanam and Dowry*: Present 
Reality 

One of the mosi pronounced changes 
that has taken place in .social arrangements 
in the last few decades which has had a 
profound impact on the status of women 
has been the spread of the practice of 
paying a 'dowry' to the bridegrooms by 
the parent.s of the bride. Srinivas points 


out that dowry was common in north IntBa 
where hypergamy was practised, and the 
dowry was “integral to hypergamy" 
[.Snnivas 1996-159-160]. In other words, 
dowry becomes the pnee that was paid for 
the improvement in the status of the girl, 
as well as her family. On the other hand, 
in ‘isogamous’ south India, what prevailed 
was really Xtndhaii .Snnivas also dis¬ 
tinguishes between modem dowry, which 
often becomes a payment oi cash to the 
hu.sband, from traditional dowry, which 
remained the bnde’s property lliis tran¬ 
sition from a property right as enjoined 
even in the sastras, to a cash gilt to the 
husband is noted in many disparate com¬ 
munities There thus seem to be some 
social forces - changing occupational 
structures, access to education, urbanis¬ 
ation, etc, - which are changing the 
character of the most accepted form of 
women’s property 

Goody and Tambiah have explained 
dowry as the share of the woman in family 
property which was given to her at the time 
of marriage as pre-mortem inhentance. 
While land is held by the male members, 
the movables are family property which 
are given to the daughters The criticisms 
of this theoretical analysis are many. 
Anthropologists point out that this does 
not take into account the differences in 
kinship, marriage and inheritance patterns 
between north and .south India Nor does 
it really come to terms with the present- 
day reality of dowry as groom price over 
which women, by and large, have no control 
[Upadhyay 1990- 30-34] 

'Traditionally, in south India, in mint 
non-biahmin (e.speciaily peasant) castes, 
the prevalent custom was the payment of 
bnde pnee to the father of the brute, pre¬ 
sumably as a notional iccompensc for the 
loss of a daughter Even among brahmins 
where ‘varadakshina’ (or groom fee) was 
part of the 'kanyadanam* (or giving the 
girl away), the girl was also given land and 
jewellery and other items as .stridhanam 
or her own property 

Perhaps the first observer to note this 
social transformation was .Scarlett Epstein 
[1973, 194-199). In two study villages m 
Mandya district of Karnataka, Epstein 
observed that in 1955-56 all weddings 
among peasant families involved the 
payment of bnde price to the biide'sfamily, 
and the wedding expenses weie home by 
the bridcgitMim’s family In 1970 this had 
changed totally, with the brides' families 
bearing the wedding expenses, in addition 
to paying a dowry, which Epstein saw as 
one of the many signs of Sanskritisation 
among village peasants, especially nchcr 
peasants 
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Since then many studies have explored 

ho univcrsahly oi dowry in several castes 
and communities. The lingayats of 
Karnataka also followed the traditional 
south Indian practice of marriage alliances 
within the close family circle (of uncle- 
niece and cross-cousins), known as 
‘kallubalir Itwascustomatyforthebndc’s 
lamilytogiveasharcofthcfamily property 
as .stridhanain, while there was a reciprocal 
gift-giving from the bridegroom’s family 
as bridewealth However, .socio-economic 
polansation has taken place between the 
ncher families (‘big hou.scs’) and (he less 
aftiuent 'small houses' TTic big houses 
essentially became rich in the cotton trade, 
and now have multiple sources of income 
also. In these families the custom ol 
reciprocal gift-giving at marnages has 
changed into payment ol varadakshina 
Now. this has spread to all lamilies. and 
Bradford notes that the la.st recorded 
instance when bndcwcalth was paid was 
in I9.S() A concomitant factor IS that men 
are now increasingly turning to pro¬ 
fessional employment, which seems to 
justify the demand for dowries (Bradford 
1985: 287 ff] 

Among the Synan Chnstians of Keiala. 
Susan Vesvanathan notes that while ideally 
stndhanam was intended tobe pm- mortem 
inheritance, in reality it is now money paid 
for contracting a gcKKi mamage alliance 
The amounts arc increasing, and the 
marriage takes on the chaiactor of hyper- 
gamy. A marriage can be arranged only 
on payment of dewrv. which passes to the 
husband’s family [Visvanathan 1989 
1341-1.7421. 

Among the landowning castes in the 
rural arras of Andhra Pradesh, dowry or 
’katnam’ has become the universal 
practice The amounts arc large, and often 
land has to be sold to pay the dowry This 
practice of dowiy has now spread to even 
the untouchable castes [Hpadhyay 1990- 
38] A gre-at value is placed even in the 
rural families on utban-based men. and 
salaried jobs, husinc.ss and professions arc 
ranked high as occupations, while 
agricul'ure is ranked as of low status. So 
there is competition for urban grtxims 
both from rural as well as urban families 
“Both kinds of mamages - the ‘rural- 
urban hypergamy' pattern and the 'urban- 
urban* isogamous pattern - rely on the 
judicious use of dowiy as a marriage 
strategy’’ (Ibid ■ 32-4.11 

Among the mukkuvars, Pam notes, 
dowry or strdanam (women's property) 
has been (lanskirmed into male capital, 
and the dowry rales go up as the earning 
capacity ol llM.>bndigi(x>niincreases|Ram 
1992- th 8] This, ol tourse. is true ol all 


communities, and a pertinent factor to 
note is that the dowry do«» not increase 
according ii' the capacity of the family of 
the girl to make .such gifts, but according 
to the economic potential of the bride¬ 
groom 

This shill to dowry is accompanied by 
a loss ol lonirol of the woman over this 
property, which is now vested with the 
family ol the husband Ram points out that 
though Sriiiivas and other anthropologists 
like Tainbiah often .slate that, according 
to the sastras and accepted codes ot 
behaviour, the husband could not sell or 
dispose of the wife’s jewellery or 
siridiianam, in practice this is found to be 
violated so otten, without any condem- 
iialioiiot Ollier proscriptive prcssurcsirom 
.society Ol family, so that there is a 
disjunction between the ethical and 
jundical notion of women’s property rights, 
and the practical observance of the same 
nghts|Rani 1992 I94-I9S1. Visvanatnan 
(1989 1741,1342) al.so finds that dowry 
now cannot teally he regarded as prcstation, 
because the woman has no control over 
her wealth, and that while there is often 
suppressed violence, women generally 
accept their .subjugation 

In coastal Andhra Pradesh, the dowry 
or katnam is regarded as the bride’s 
property, and even when it is a part of the 
family land, women identify it as their 
own land In practice, this is often merged 
with the property of the husband, and it 
forms a part ot the .separate e.statc of the 
couple Ttic jicrccption is of the family as 
a unit Hpadhyay thus concludes that the 
woman does inhent a part of the family 
property on her mamage, though it is 
given as a pait of the dowiy [Upadhyay 
1990 40-421 

Tile nattukoUai chcttiars gi vc both dowty 
and stridhanam to their daughters when 
they get mamed While the dowry is given 
(uihe biidegioom's family, the stndhanam 
IS distinctly maintained as the property ol 
the woman INishimura 1994. 248,250; 
1998 202-2071 The amounts of dowry 
have, however, i ncrca.sed to such an extent, 
that chettiar women I rom the lower income 
croups find that it is impossible to pay this 
llhtd. 138-1.79]. 

There is Iso a popular perception that 
escalating dow ncs put immense piessures 
on the families of girls, and in many cases 
the parents sai riflcc their own secunty in 
old age in order to have an advantageous 
mamage foi their daughters. In spite of 
the Hindu Succession Act of 1956, in 
many families, it is felt that the dowry 
constitutes the share of the woman in the 
familypropcity In fact, women themselves 
give legitimacy to dowry by accepting this 


as their sham of theirpatiimoiqrfChowdhiy 

1997:302-304). But the point at issue is 
whether this really does constitute a fair 
share of the woman in the family prc^ieity? 

Even if It IS a fair share, Chowdhiy 
points out, the property that a rural woman 
gets as dowry does not generate income 
in the same way that land does flbid: 302). 
Both Epstein [1973-197] and Visvanathan 
[1989 1.341 lobservethat women getniore 
than their share of the property when 
downes have to be paid. Epstein even 
remarks that many peasant families become 
indebted in order to rai.se the money for a 
dowry Carol Upadhyay (1990- 39 
(Table 1)) on the other hand, finds that the 
tolal value of downes (that is, for all 
daughters)given in coastal AndhniPradesh 
amounts to 25 to 39 per cent of the value 
of the family property Only in one case 
dues the total dowry, given for two 
daughlets, amount to 50 per cent, while 
the other half was the share of the only 
son It IS clear that more cxhausti vc studies 
need to he undertaken to venfy this issue 
cmpincally It must also be noted that 
almost all these case studies on dowry are 
nowmorethanadecadcold What changes 
might have taken place in the nineties in 
all sections of society need to be resean hed 
anew 

What are the factors which lie behind 
this universal shift to a dowry system"' 
Epstein attributes this to four vanahles - 
increased wealth of the Mandya pea.sants, 
the fact that women withdraw from field 
work as the family becomes nchcr. a small 
but growing number of educated boys 
among peasant families who feel justified 
in demanding dowry and the fact that 
brahmins practise a dowry system, which 
encourages othei castes to imitate them 
[Epstein 1973: 199). 

Indira Rajaraman [1983* 275-276] had 
suggested that the fact that communities 
which had castomarily given a bride price 
were shifting to dowry wa.s more easily 
explained in the organised .sector, since 
access to employment in this sector through 
acquiring skills was primarily restricted to 
males. Marriages to such men were highly 
desirable since they had more assured and 
higher earning opportunities. But in the 
unorganised sector, this transition was 
more difficult to explain. She argued that 
two conditions needed to he satisfied, (i) 
the domestic contribution of the woman 
through child-rearing and housework must 
be valued at less than the cost of main¬ 
taining her. and, (ii) female contribution 
to household income falls below a 
threshold value which does not cover this 
difference. Female incomes were declining 
because of a fall in female labour force 
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participation, and so a compensatory 
payment Of dowry was being given. This 
‘economic* interpretation provoked a 
lengthy debate and much criticism Utat 
Rajaraman had completely overlooked 
the social and cultural factors which 
influence the practice of dowry as well the 
complex social perceptions on the 
relationship between iemale employment 
and status. 

More recently, Rao used an ‘implicit 
maiket model’ to explain the reasons 
behind the increase in dowry payments 
in south Asia in the past four decades. 
Based On data collected from six villages 
in three semi-arid districts, Rao concluded 
that “a ‘marriage squeeze’ caused by 
population growth, resulting in larger 
younger cohorts and hence a surplus of 
women in the marriage market has played 
an important role in the rise in dowries” 
[Rao 1993. 666-667|. 

The total inactequacy of this kind of a 
mechanistic model to explain the complex 
social phenomenon of dowry is very 
evident Even at an economic level, the 
model of a mamage maricet is not valid 
since the main charactensttes of market 
behaviour are absent To begin with, no 
buyer leaves the market however high 
the price (i e, dowry). Secondly, there 
IS no homogeneity in the market, and 
dowries (or the pnee of a bridegroom) 
vary greatly acro.ss different social and 
economic groups for men with similar 
qualifications. 

If we reassess Rajaraman's hypothe.si.s 
in the light of the more extensive empirical 
studies of the last decade, one does see 
that in all communities, dowry, and the 
quantum of dowry, arc diiectly related to 
higher educational qualifications and. 
implicitly, better employment prospects 
of men While this partially supports 
Rajaraman’s contention, it certainly docs 
not explain the dowry phenomenon in a 
satisfactory way For instance, it cannot 
explain why even in urban middle classes, 
dowry was paid for well-educated, 
employed girls (who obviously would be 
contributing substantially to household 
income). Randeria and Visana point out 
that “employment of women per sc is 
unlikely to .lead to any improvement in 
iheir status in the absence of control over 
their own earnings, as well as lack of 
authonty in deci.sion-making within the 
family.... The process of socialisation and 
the internalisation of norms which view 
women as dependent, begins vary early 
and is all-pervasive" [Rand^a and Visuia 
1984- 6521. 

Abdul Aziz has argued that dowry was 
being paid because an unmarried daughter 


was a sodal liability to her family, and the 
sociid attitudes imposed a discoum on the 
bride, while putting a premium on the 
bndegroom (Aziz 1983:604]. Extending 
this last observation. I would suggest that 
the present phenomenon of dowry would 
fit in very well with Amartya Sen’s 
directional responses of percei v^ interest 
and perceived contnbuuon.The perceived 
interest for a woman (and h^ family) 
suggests that any mamage at any cost is 
better than no marriage: and, whatever 
may be the educational level or earning 
capabilities of a woman, it is still less than 
the value of being mamed. Conversely, 
the perceived contribution response 
crmsistently overstates the vali» of aman's 
earning capabilities and his contribution 
to the mamage 

In the final analysis, it is a sad reflection 
of our times that women’s status in south 
India in some ways ha.s actually regrcs.sed 
in the past one ilsmsand years. Forasociety 
which proudly claims to be marching 
towards socio-ecoiiumicdevelopment and 
modernity, the value of women in the 
family and in broader social perception 
has bran steadily eroded as stridhanam has 
degenerated into dowry. 

Notes 

[1 am graietul lo my senior colleagues 
C H Hanumanlh.'i Kao. N Krishnaji and P 
Venkatramaiah tor their suggestions and 
commenis on an earliet draft of this paper ] 

t Corroburating the relevance of the analysis ol 
Sen and Pupanck, an empincal study ot 
property nghls in north India notes that the 
woman is “ideologically and culturally 
socialised to a., .i-pl her exclusion tram manors 
related lo property Whai emerges from this 
study IS that the woman's best chance of 
survival rests on her accepting these cultural 
and societal bonds rather than m breaking 
them" [ChiiMdhry 1997 291| 

2 It IS interesting to note here that many 
inscriptions from medieval Tamil Nadu 
specifically state that a gift was pntidana or 
pntidatta - especially when the recipicni of 
Ihe gift was .1 eoncubine or a mistress without 
the status ot a wile, so that her absolute nght 
to the property was expressly clanficd 

3 In fact, sorial histonans argue that it was 
becauseofthis laiterthotsati was so commonly 
piactiseil in Rengal as the must definitive way 
of disinhinting the widow 

4 There am many such inscriptions which refer 
to women's sindhanam land. 

In fact, to this day, in Tamil Nadu, even when 
urban pmpeny has to be sold, if the ovmcr 
IS a wom.ui. a release has lo be signed by all 
her female heiis 

6 In my mquinrs during my fieldwoilc. though 
not as extensive. I was informed that this was 
often merged iii Ihe capital of the husband's 
famdy and ploughed into the business My 
respondent repli^. m answer to my question. 
“What IS iny property and what is the family’s 
IS ccrtoinlv nut possible for me lo say. nor do 


I even consciously think in those tarmi'' 
[Mukund 1992 WS-6] 

7 Shobhila lam |I99S 15] points out that in 
north India also mained women coniinue lo 
leteisc gilts from their own families both 
'officially' that is. openly, on prescribed 
occasions, and ‘secretly’ from their mothers. 

The impression, however, remains of a greater 
degree ot alienation of women from Iheirnolal 
homes in north India 

8 Looking at the same farts that chetnar 
women, though they engage in various 
economic activities, do not control their 
stndhanani. nor do they have any share in the 
property of the husband's lomt family. I have 
concluded that the property nghts (and 
implicitly, status) of these women is veiy 
weak [Mukund 1992 WS6] This is on 
instructive example of how subieciive 
peieeptions vaty on what consbiutts status 

9 Bradford [ 19KS 269-270] argues that the use 
of the word dowry to indicate varadakshma 
or groom pnce/lec is semantically wnmg 
While accepting this poinl, the tetm dowry 
IS used m its commonly understood meaning,, 
tor Ihe sake of convemence 

10 Bui now. among the Tamil brahmins also, the 
custom ol giving a woman smdhanam seems 
lo have gradually disaiqieurcd, while this has 
been icpiacedby dowry [Personal observation) 

11 This issue was debated at length by Madhu 
Kishwur, C S Lakshini and Kami Polnwala 
in Etimntnii and Pnlilual Weekly, 1989, 
vol XXIV, no 4, II, 17 and 49 

12 Sec EtimiHMi and Palitital Weekly, 1983. 
vol xviii. nos 8. 1.5. 27. 36-37, 4S-46 and 
1984, vol XIX. no IS 
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Fifth World Conference on Injury Prevention and Control 
05-08 March 2000, New Delhi 

The Fifth World Conference on Injury Prevention and Control will be held in Delhi 5-8 March 2000. This is the 
fifth conference in a senes of which the first four were held in Stockholm, Atlanta. Melbourne and Amsterdam. 
About 1,000 professionals from around the world have attended each conference. The conference dieme is "Sharing 
Experianeea: Blending PerapecUved' The conference will adopt a Charter on People’s Right to Safety. Twelve 
satellite meetings are also being organised just before or after the conference. The conference encourages 
participants to exchange ideas and practical experiences in injury control and safety promotion in the following 
sectors. 

• Transportation • Work place 

• Sports and leisure • Domestic accidents 

• Violence and suicide • Emergency and pre-hospital care 

• Legislation • Environmental changes 

• Education and safety promotion • Safe communities 

The Indian Institute of Technology, Delhi, is hosting the conference. 

Sponsors'- World Health Organisation, Ministry of Surface Transport, Government of India, National Highway Traffic 
Safety Administration, USA. Insurance Institute of Highway Safety, USA, Confederation of Indian Industry, Society 
of Indian Automobile Manufacturers, Govemrp*)nt of the State of Uttar Pradesh, India. 

LAST DATE for Abstracts: 30 June 1999 

FURTHER INFORMATION; 

Ms Arati Walia, CONFER/FIWOCO, 0-1 Kalindi Colony, New DeIN 110 065, India 

Tel: -f-i-gi 11 691 9377, 684 9399 Fax: •l•+91 11 684 8343, 692 9541 

E-mail- awconforddel2.vsnl.net.in Website: http://www.ciioniine.orgfliwoco/ 
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Reducing Infant Mortality and Fertility, 1975-1990 

Performance at All-India and State Levels 

Anthony R Measham Krishna D Rao Dean T Jamison 
Jia Wang Alaka Singh 

This paper uses recently available data from India and from other countries to assess the role of income 
changes and other changes over time in determining infant mortality rates (IMR) and total fertility rates 
(TFR). It uses this information to assess the performance on these outcomes of India relative to other countries 
and of individual Indian states relative to the all-India average. The paper's main conclusions are (i) While 
income does have some influence on health outcomes, technical progress and other factors are substantially 
more important. Less than a quarter of India’s dramatic reductions in IMR and TFR between 1975 arid 
1990 can be explained by income growth, (ii) India’s performance on IMR falls short of what would be expected 
given results of other countries of its income. (iii) By contrast, India’s performance in reducing TFR is substantially 
better than would be predicted from its income, (iv) Not surprisingly states vary substantially in the 
performance relative to their income level and the all-India average values of IMR and TFR. 


RISING per capita income has been as¬ 
sociated with better health and lower 
fertility all over the world.' Quantitatively 
more important, however, at any given 
income level infant mortality rates have 
declined markedly over time, for at least 
the past 40 years * More recently, lertility 
has .shown similar declines. This paper 
explores (he relationship between income, 
infant mortality and fertility in India from 
197Sto 1990. Given the importance of both 
income and time (or technical progress) 
as determinants of infant mortality rates 
(IMR) and total feruhty rates (TFR). the 
ii.se of these rates to assess progress or per¬ 
formance in human development is appro- 
pnate only after controlling for income 
andtime ^ Weundeitakethesccontrols and 
use the resulting measure to as.sess the 
relative prugre.ss of Indian states and to sec 
how India's performance compares with 
other lois- and middle-income countnes. 

The paper consists ui three parts. The 
Tirst is an amdysis of the relationship ovri 
time between per - apita income, Ih^ and 
TFR in India. Here we attempt to isolate 
the influence of per capita income and 
time on IMR and 'TFR levels, and compare 
the IMR and TFR performance of India 
relative to other low- and middle-inccnne 
countnes in 1990. Section II examines the 
relative performance of India and Indian 
states on these indicators, and htiw this 
perfnrmanicehasvaricdovcrtime Our find¬ 
ings are summansed in the final section. 

I 

Per Capita InciHne, Infant Mortality 
and Fertility 

The data set used in this study covers 
the penod from 1975 to 1990 and encom¬ 
passes I IS low- and middle-income coun¬ 
tries and 17 of the 25 states of India. 
International data on IMR and TFR are 


from updated World Bank demographic 
files. For India, the stme time senes on 
infant monality and total fertility rates are 
from the govenuiHint of India's Sample 
Registration Sy.stem (SRS).^ IMR is de¬ 
fined as the probability of a cluld dying 
beforeitsfirsthirthday.pcr 1.000live biitlis. 
TFR IS defined as the number of children 
a woman would bear dunng her reproduc¬ 
tive years (15-49) if she expenenced the 
prevalent agc-spccific fertility rates. 

Per capita income data, adjusted for 
purchasing power panty, are from vanous 
sources. Data tot the 45 low- and middle- 
incnme countries are from the Penn World 
Table, Version S 6 (Summers and Heston 
1991, Heston and Summers 1996]. Steps 
were taken to ensure that the correspond¬ 
ing India senes was compatible with 
international figures Each state’s net 
domestic product per capita was multi¬ 
plied by its population size before divid¬ 
ing the sum ot 17 states by India's popu¬ 
lation. This gave the national income per 
capita in rupees for each state. Then, the 
ratio of national per capita income at 1983 
international dollars (1$) to the national 
income per capita in rupees was multi¬ 
plied by each state's per capita income 
estimate, lor each point in time This gave 
each sute's per capita income in 1985 
international dollars Thisexemseassutnes 
that each state's adjastment for purchas¬ 
ing power wa.s the same as that for India 
as a whole Data on state net domestic 
product from 1975 to 1994 is from the 
government ot India's Central Statistical 
Organisation. 

Table 1 shows per capita income. IMR 
and TFR by slate income i^uartiles-'^ for 
1975 and tor 1990.* Two sources of 
vanation ate reflected here: over time and 
across income levels in a particular year 
India has made significant progress in 


reducing infant mortality and fertility. 
Between 1975 and 1990, increases in per 
capita income within each quartile was 
as.sociatcd with significant declines in 
infant mortality and total fertility. Stales 
in the richest quartile expenenced the 
biggest increase in per capita income as 
well as the some of the biggest declines 
in infant mortality and total fertility. The 
poorest quartile achieved equally sub¬ 
stantial declines in IMR and despite 
a much smaller increase in per capita 
income. 

Table 1 also shows trends in infant 
mortality and total fertility acrass income 
quartiles for each year In both 1973 and 
1990, higher income quartiles are as.soci¬ 
atcd with lower infant mortality and total 
fertility, except for the richest quart! le Foi 
instance, in 1990, stales in the poorest 
quartile (income of $ 885 in 1985 IS) had 
an avciage IMR of 88 deaths per thou.sand 
live births, which declined to 71 in the 
scccmd quartile (uiciMne of $ 1157 in 19851$). 
and to 65 in the third quartile (S1312) and 
fourthquaitilefS 1933) Thus,whileh-gher 
incomes were associated with progres¬ 
sively lower infant mortality across the 
first three quartiles, the richest quartile 
experienced no further fall in infant 
mortality despite having substantially 
higher income. Similarly, TFR levels in 
1990 declined with higher income only 
across the first three quartiles. with the 
richest quartile having a higher total ferti¬ 
lity rate than the third quartile Clearly, 
higher per capita income is not always 
associated with lower infant mortality and 
total fertility. 

This section de.scribcs the statistical 
analysis that attempts to (a) isolate the 
influence of per capita income on IMR 
and TFR levels; (b) examine the IMR and 
TFR performance of India relative to 
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other low- and middle-income countries; 
and (t) look at the relative perfonnaiice 
among Indian states in reducing IMR and 
TFR 

Specification 

The model developed is as follows 
Y,,=a+|i,(lnRPGDP,,) +Zp 2 ,(TIME,) 
+(J,(INDIA)+p 4 (lnRGDP, 

+ ip, ,(lnRGDP, j'-TIME,') + c, 

In the above model, the main predictors 
of infant mortality and total fertility arc 
real per capita income, time, and various 
interaction vanabtes to isolate time and 
country effects, p, to P^ arc the coeffi¬ 
cients to be estimated Y,, is the natural 
log of the indicator (IMR, TFR) in coun- 
tiy/statc 1 and year t InRPGDP,,, is the 
natural log of rcal per capita income in 
stalc/country i and year t, in 19851$ The 
cocflicient of the income variable is an 
elasticity, showing ihc change in the 
mortality or fertility rate due to a change 
in real per capita income, while all other 
variables are kept constant TIME, is the 
time period indicator. 1=1 to 3 (TIMEg a 
1975 IS the base ycai) The coefficients 
of the time indicators can be interpreted 
as the main effects oi technical progress 
relative to 1975.1 nis would be technical 
progress broadly dciincd - changes in 
educational levels, levels ol health expen¬ 
diture, etc. as well as availability ot new 
knowledge and products 

The model used to compare India's 
performance to that oi other countiies is 
the .same as described above except that 
the INDIA indicator variable is deleted 
and the data from individual Indian .states 
are not used. Estimated coelhcients foi 
this model are not reported but are avail¬ 
able from one of the authors (J W). In order 
to assess relative performance of Indian 
states, each is treated as a country and ail 
of them together are treated as a region 
Thus, It IS pos.sible to analy,se (he relative 
IMR and TFR performance ot states within 
India and India's performance in relation 
to other low- and middle-income coun¬ 
tries. in the model specification, INDIA 
is the India region indicator (INDIA = I 
if the observation is an Indian state. 0 
otherwise) Finally, e, is the error term. 
Table 2 has the definitions tor the vari¬ 
ables used 

The comparative analysis is done tor 
the years 1975. 1980. 1985 and 1990. A 
random effects model, estimated by 
gcneidii.sed least squaies (GLS). was used 
instead oi the conventional ordinaiy least 
squares rcgre.ssion, to correctly estimate 
the effects of incMiie and time on infant 
mortality and total fertility performance. 


lioO 


Tabcs I India Avebaoe Iwant Moxtautv and Total ftamixY Rai» av State Pat Cahta 
Income Quartii.es. 197.5 and 1990 


- 

Poorest 

25 Per Cent 

Second 

Quartile 

Thud 

Quartile 

Richest 

25 percent 

Income per lapila (1985 IS) 

1975 

645 

753 

833 

1215 

1990 

885 

1157 

1312 

1933 

Percentage change 

37 

54 

58 

59 

Infant mortaliiy rate 

1975 

161 

US 

83 

US 

1990 

88 

71 

65 

65 

Percentage change 

-45 

-38 

-22 

-43 

Total femliiy late 

1975 

5 3 

4.6 

38 

5.0 

1990 

42 

16 

30 

34 

Peiccnl.igc change 

-21 

-22 

-21 

-32 


Nine tncunic is in 1985 international dollars 


Variable 

Consiant 

InKCDP 

TIME,, 

TIMK, 

TlMEj 

lIMh^ 

INDIA 
InKGDP 
InRCDP* Tunc, 
InRODP* Tune, 
InRODP* limc^ 


Table 2 Definitions for Regression Variables 
Definition 
Constant term 

Natural log of teal per capita gross domestic product in country or state i 
and year t, in 1985 international (1$) 

Year 1975 
Year 1980 
Year 1985 
Year 1990 

India region inditaior (0 if data point nut in India. I otherwise) 

*INDIA Product term between InRGDP and India 
Product term between InRODP and 1980 
Product term between InRGDP and 1985 
Product term between InRGDP and 1990 


Note See Anm x I for values over lime of the main variables for each Indian stale 


Tabu I Iio. Gfieitof Per Cahta Iwtme on Infant MoRfAunr and Tc/tai FERtiLm, 
Regression Estimaies, 1975-1990 


Vanahles 

Infant Mortality Cocffitient 

Total Feitilily CocITicient 

Model 1 

Model 2 

Model 3 

Model 1 

Model 2 

Model 3 

Const ml 

6 89 

6 83 

604 

.3 01 

3 14 

2 78 

LnRCDP 

-0 33 

-0.33 

-0 22 

-0 18 

-0 20 

-0,15 


(1071) 

(10 37) 

(6 84) 

(9 42) 

(10 08) 

(6 97) 

TIME, (19X01 

-0 13 

-0 13 

0 20 

-0 04 

-004 

0 07 


(7 61) 

(7 65) 

(1 85) 

(4 .39) 

(4 26) 

(G 88) 

TIMEjll9H^) 

-0 28 

-0 28 

0 76 

-0 12 

-0 12 

0 30 


(16 84) 

(16 89) 

(6.31) 

(U 87) 

(11.74) 

(3 62) 

TIME, (1990) 

-0 42 

-0 43 

1 03 

-021 

-0 21 

0 43 


(23 71) 

(23 77) 

(692) 

(18 94) 

(18 74) 

(4 21) 

INDIA 


0 13 

0 09 


-0.29 

-002 

it 


(106) 

(041) 


(3 61) 

(0 16) 

LnRGDPMNDIA 



0 01 



-0.04 




(0 23) 



(226) 

LnRGDP 



-0 05 



-002 




(3.31) 



(150) 

LnRGDP 



-0 14 



-006 




(8 74) 



(5 06) 

LnRCDP 



-0 20 



-0 09 




(991) 



(621) 

R- within (piT cent) 

71 

71 

80 

63 

63 

68 

R^ between (per cent) 

56 

55 

56 

25 

33 

35 

R* overall (per cent) 

54 

53 

55 

30 

37 

39 


Nines Figure- in parentheses indicate corresponding t-vaiues 

The total number of observations in the regressions for total fntiiily was generated from 64 
observations across time-of 17 Indian slates and 115 countries generating 408 observations 
For infant monality rate, the analysis is based on 64 observations from the 17 Indian stnics 
and 403 observations from 114 countries 
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FICUIIE 1 ; Pemomwmcb w Indian States Rblative to India as a Whqu. and Onw DeyHOPWo 

CouNnies. 


Panel A: Infant Mortality Rate 



Annual Income Per Copiia (I98S intemdiion Dailnrs) 


Panel B: Total Fertility Rate 



0 Sflo iCM im KM Mn 


Annual Income Per Capita (1985 Internation Dollars) 


This has the effect of adjusting the within- 
and'between subject matnx with the GLS 
estimator. Seven models mth various main 
and interaction variables were tested and 
the model described above was found to 
be the most satisfactory in terms of par¬ 
simony and explanatory power. Overall, 
the model was able to explain SS per cent 
of the variation in IMR (R^ = O.SS) and 
39 per cent of the variation in TPR 
(R^sO.39). Aseparate regression analysis 
indicated that per capita public expendi¬ 
tures on health wen not a significant 
predictor of infant mortality and fertility 
performance. The regression results for 
IMR and TFR performance arc shown in 


Table 3 We use model 3 in reporting the 
analysis results. 

Statistical Results 

Figure I illustrates the inconsistent 
inverse relationship between per c^ita 
income and IMR and TFR in India, which 
results from state-specific differences. 
Panels A an J B of tiiis figure demonstrate 
this by showing the distribution of Indian 
states according to their 1990 IMR and 
TFR levels, respectively. Three groups of 
outlier states undermine the inverse in- 
come-lMR and TFR relationship in India. 
Rrst, the relatively rich states of Puigab 
and Haryana have IMR and TFR levels 


simiVu to much poorer states hke West 
Bengal and Karnataka. Second. Uttar 
Pradesh. Madhya Pradesh and Rajasthan . 
have higher IMRs and TFRs than other 
states with .similar percapitaincome levels, 
such as Assam and Kerala Finally, Kerala 
and Tamil Nadu, both with low per capita 
incomes, have the lowest IMRs and T^ 
in the countiy These outliers suggest that 
important non-tneome stale specific- 
diffciences weaken the inverse correla¬ 
tion between income and infant mortality 
and fertility rates. 

The regression results indicate that per 
capita income is a significant predictor of 
both infant mortality and toul fertility 
Compared to the other low- and middle- 
income countnes, income effect in India 
is significantly stronger in reducing India's 
total fertility rate while India has an overall 
significantly lowerlotal fertility rateoverall 
(seeFigure I.PanelB) Thepicturechanges' 
a bit with infant mortality rate In contrast 
to the other countnes. India’s infant 
mortality rate i.s higher (see Figure 1, 
Panel A). 

From the regression coefficient results, 
we calculated the number of infant deaths 
averted by an increa.se in per capita in¬ 
come In 19TS, a 1$S(X) increase in per 
capita income reduced infant mortality by 
9 deaths per thousand live births,^ while 
in 1990. this increase lowered infant 
mortality by 12 deaths per thousand live 
births. Infant mortality levels have fallen 
each year for every per capita income 
level. In 197.5, a per capita income of 1985 
1$I,000 was associate with an IMR of 
1U8 deaths per thousand live births, which 
fell to 76 in 1990. 

For total fertility rate, an increase of .500 
mtemational dollars in per capita income 
caused TFR to fall by 0 4 hirth.s in 1975* 
- the same as in 1990. However, fertility 
levels have fallen each year for every per 
capita income level In 1975. a per capita 
income of 1985 ISI.OOO was associated 
with aTFR of 4 3,4 0 in 1980,3.8 in 1985 
and 3 5 in 1990. Across states, between 
1975 and 1990, per capita income was 
r sponsible for less than 40 per cent of the 
fall in total fertility, while technical change 
(tune) contributed to the rest of the decline 
in total fertility (Table 4) 

II 

Perfomumce Over Time 

Performance on infant mortality and total 
fertility is assessed by constructing per¬ 
formance measures tom the regression 
residuals. Actual performance on infant 
mortality and total fertility is compared 
with its predicted performance according 
to Its per capita income level for each time 
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Fkium- 2 Inua's PsimiiMANCE Rhativb to Oiwr CouNniEs in Rmicma Infant MorrAurv and 

Total ftunurv. 1975-90 

Panel A: Intent Mortality Rate 


0 % 


S 

§ 

75 

K 


-50% 


ri 1111 

-27% -28% -30% 


1975 1980 1985 

Panel B: Total Kertilily Rate 


1990 



period. Dcikcriptive infonnation for India 
and for each state's income per capiu, 
infant mortality rate and total fertility 
rate across time penods is reported in 
Annexure I. 

To measure performance on infant 
mortality after conuolling for income and 
time, we calculated the percentage differ¬ 
ence between predicted and actual perfor¬ 
mance (leiative performance)’ for each 
time penod. A positive percentage indi¬ 
cates good relative performance (actual 



1985 1990 

less than picdictcd) and a negative per¬ 
centage IS indicative of worse relative 
perfomiancc (actual greater than pre- 
dicicd) Performance on TFR is assessed 
hy calculating the number of predicted 
births above actual.'® A positive number 
indicates worse (actual higher than ex¬ 
pected) and a negative number better 
relative peiformance (actual lower than 
expected) Piguie 2 shows the performance 
of India as j whole over time, relative to 
other countnes Panel A shows results for 


infant mortality rate; Panel B for total 
fertility rate. 

A graphic^ illustration of state relative 
performance is given in Figure 3. Sutes 
with good relative performance have 
positive bar-graphs, while ones with worse 
relative performance have negittive bar- 
graphs. A more important indicator of 
state performance is change in relative 
pcrformmice over time." Graphically, 
states with improving relative performance 
over time have increasingly positive bar- 
graphs (e g, Kerala and Uttar Pradesh). 
Conversely, states with deteriorating rela¬ 
tive performance have increasingly nega¬ 
tive bar-graphs over time (e g, Karnataka, 
Madhya Pradesh). 

In 1990, Kerala, Bihar and Tamil Nadu 
were the best performers on IMR, while 
Madhya Pradesh. Onssa and Uttar Pradesh 
were the worst Bihar's good performance 
is suipri.sing as it has one of the lowest 
per capita incomes in the country Be¬ 
tween 1975 and 1990, Kerala, Uttar 
Pradesh. Guiarat. and Tamil Nadu were 
the only states which consistently im¬ 
proved relative performance. Consistent 
declines in relative performance are seen 
in Karnataka (after 1975), Oiissa, Madhya 
Pradesh, Andhra Prade.sh (after 1975), 
Rajasthan (after 1975) and Himachal 
Pradesh (after 1975) 

If states arc grouped according to actual 
infant mortality rates, then Madhya 
Prade.sh, Orissa. Raja.sthan and Uttar 
Prade.sh will be cla.ssified as high infant 
mortality states (IMR 80 or above) States 
with mid-range infant mortality levels 
(IMR between 40 to 80) include Andhra 


Tame4 Improvimentin iNiArfrMoRiMiiY \nc Ioiai PUrnurv Due to Income Incriase and Technical Progress 


Slate 

Annual Growth 

Rate of Per Capita 
Income. 1975-90 
(Per Cent) 


Infant Mortality Rate 



Total Fertility Rale 


Rate in Year 

Per Cent of Change Due to 

Level in Year 

Per Cent of Change Due to 

1975 

1990 

Income 

Growth 

(Percent) 

Technical 
Progress 
(Per Cent) 

1975 

1990 

Income 
Growth 
(Per Cent) 

Technical 

Progress 

(Percent) 

All India 

29 

140 

80 

26 

74 

49 

38 

29 

71 

Andhra Pradesh 

35 

123 

70 

28 

72 

46 

3 1 

33 

67 

Assam 

32 

144 

76 

27 

73 

4 1 

3.4 

31 

69 

Bihar 

1 6 

- 

75 



« 

48 



Gujrr. 

27 

1.54 

72 

23 

77 

5 1 

3.4 

28 

72 

Haryana 

33 

114 

69 

28 

72 

S.8 

3 8 

32 

68 

Himachal Pradesh 

24 

115 

68 

22 

78 

43 

3 1 

26 

74 

Jammu and Kashmir 1 3 

68 

70 

13 

87 

47 




Karnataka 

28 

80 

7». 

24 

76 

37 

32 

28 

72 

Kerala 

22 

54 

17 

20 

80 

3 4 

1 9 

23 

77 

Madhya Pradesh 

32 

ISl 

111 

27 

73 

60 

48 

32 

68 

Maharashtra 

3 4 

92 

58 

28 

72 

43 

32 

32 

68 

Onssa 

1 9 

149 

122 

18 

82 

46 

3.5 

21 

79 

Punjab 

27 

98 

61 

24 

76 

47 

32 

28 

72 

Rajavthan 

26 

155 

84 

23 

77 

54 

45 

27 

73 

Tamil Nadu 

43 

112 

59 

33 

67 

38 

23 

38 

62 

Uttar Pradesh 

28 

198 

99 

25 

75 

66 

5.2 

29 

71 

West Bengal 

1 8 

- 

63 

- 

- 

- 

34 




Noir The contnhulion values for Indian states are calculated based on the dirterence of the predicted IMR or TFR for 1975 and 1990 n ri ng Model I 
toeffiLicnts in Table 3 The All India figure is based on an equation estimated with only the cross country data, not the state-specific data 
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Aouh 3 : RBjonB taPomANcE or Inumn Staib cm Infant MonTAury Rates, 1975 - 90 * 

AmUin PndMh Aaam Bitiar 



1976 19B0 1985 1990 1975 1080 1085 1900 1975 1080 19BS 1900 


Gujam Haryana Himachal Pradesh 



1975 laao 1085 1000 1075 1000 1005 1090 1075 1000 1005 1990 


Jammu and Kashmir Karnataka Kerala 



1075 1000 1005 1000 I 975 ^ggo 1005 1000 1MO 




Uttar Pradesh 



1975 1980 1985 1990 


West Bengal 



1078 1000 1008 1000 


* IMR Relative perfonnance (%) b {Uig (Rtedicied - Log <Actual)] x 100: this approxiinates the percentage deviation of actual performance from 
predirted 
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nu€k!»i>. As»am. Bihar. Gujarat, Haiy ana, 
Himachal Pradesh, Jammu and Kashmir, 
Karnataka, Maharashtra, Punjab. Thmil 
l^adu and West Bengal. Finally, tl» low 
mlanttnorlaltXy category IMKbelow 40) 
would include only Kerala. 

Using this framework to examine re¬ 
lative performance reveals the following 
trends. Between 1975 and 1990. all the 
high ihfant mortality states have worse 
relative performance. In addition, in allot 
them, except Uttar Pradesh, relative per¬ 
formance deteriorated over time.*^ These 
states are among the poorest in the country 
and their performance on infant mortality 
IS a cause for concern. The mid-range 
stales .show wide vanaiion in performance 
Tamil Nadu and Gujarat are the only states 
in this group with improved relative per¬ 
formance, while in Andhra Pradesh (after 
1975). liimachal Pradesh (after 1975) and 
Karnataka (after 1975), relative perfor¬ 
mance worsened over the years. All the 
re.st show no significant trend Intel est- 
ingly, Haryana and Punjab, two of India's 
nchest states, have higher infant mortality 
levels than predicted. Finally, Kerala, the 
only low infant mortality state, has the 
best relative performance in the country 
in addition to substantially improving 
* relative performance over time from an 
already low base. 

Relative perfomiance of states over time 
IS shown in Figure 4 States with good 
relative performance have negative bar 
graphs, while tho.<ie with worse relative 
performance have positive bar-graphs 
States with improved relative perfonnance 
over time have increasingly negative bar- 
graphs (e f, Kerala, Haryana), while those 
which have deteriorating relative perfor¬ 
mance have increasingly positive bar- 
graphs over time (e g, Andhra Pradf.sh, 
Maharashtra). 

Kerala and Tamil Nadu performed the 
best in 1990, with actual TFR lower than 
predicted by 1.6 and 1.0 fewer births per 
woman, respectively. On the other hand, 
Uttar Pradesh, Madhya Pradesh and 
Rajasthan were the worst performers with 
l.S, 1 3and 1 0 more births than predicted 
for their income levels, re.spectively. 
Haryana and Kerala improved relative 
performance over time, while declines in 
relative performance occurred in Onssa 
(after 1975) and Karnataka 

If states are grouped by actual perfor¬ 
mance on total fertility, then Haryana. 
Rajasthan, Madhya Pradesh. Uttar Prade.sh, 
Bihar and Onssa can br classified as high 
feitilily states (TFR 3 5 or above). States 
With mid-range feitiiity levels (TFR of 
about 3) would be Andhra Prade.sh, Assam. 
Gujarat, Himachal Pradesh, Karnataka, 


MtAorashtra, Punjab and West Bengal. 
Finally, low fertility states would include 
the southern states of Kerala and Tamil 
Nadu. 

All the highieitilitystates(exceptOnssa) 
had higher TFRs than predicted. Of them, 
only Haryana improved relative perfor¬ 
mance, while in Uttar Pradesh relaUve 
performance worsened overtime. Most of 
these states have very low per capita 
incomes and their poor fertility perfor- 
niancc is a cause for concern. None of the 
mid-range states showed any improve¬ 
ment III relative performance, while in 
Karnataka and Maharashtra relative per¬ 
formance detenorated after, 1975. Finally, 
both the low fertility states had lower 
Tl‘'R.s than predicted (Kerala had the best 
relative pcrlormance in (he country), while 
only Kerala improved relative perfoi- 
mance'^ over the years. Kerala’s perfor- 
manc: is especially significant as it con- 
sisicntly managed to perform better than 
predicted on Icrtility, in addition to sub¬ 
stantially improving its relative perfor¬ 


mance over the years from levels that were 
already quite tow. 

From the estimated equations relating 
IMR and TFR to income levels, and from 
the changes in income over Uiik, it is 
pos.sihle to decompose improvements in 
IMR and TFR into a part associated with 
increases in income and a part associated 
with changes over time. Table 4 reports 
the contnbution of income and technical 
progress to the health improvement be¬ 
tween 1975 uid 1990, using Model 3 in 
Table 3 Across states, the increase in per 
capita income between 1975 and 1990 
was responsible for about 26 per cent of 
the fall in infant mortality, while other 
factors (technical progress) played a far 
more important role. 

Ill 

Conclusions 

Although the desenptive analysis indi¬ 
cates that the inverse per capita income 
- IMR/TFR relationship is inconsistent in 


Tabu s KriATiVE l^u^MANCt 'in Infant Muriaiiii HiMuiimancl and Indicators 
01 SuriAi Divixofmivt 


(Per lenO 


.SI.IIC Rural Poveny Growth in Female Females Proportion o' 

Headcount Rural Poveity Literacy Below 18 Village^ with 



Index 

Hcaduiuni 

Index 

Levels 

Mamed 

Medaal 

Facilities 

Improved rel.itivr perfornumce 

Kerala 

33 

•2 41 

6b 

36 

96 

1 lltar Prahrsh 

42 

-0 70 

15 

20 

12 

Guiarai 

42 

-1 49 

31 

4 

28 

Tamil Nadu 

42 

-1 45 

36 

9 

33 

Worsened rel.itivc pcrlormance* 

KamataLa 

47 

0 64 

27 

IK 

n 

Onssa 

35 

-1 47 

19 

17 

II 

Madhya Pradesh 

50 

-0 40 

IS 

31 

6 

Rajasthan 

46 

-0.54 

II 

35 

17 

Andhra Praiiesh 

36 

2 12 

19 

42 

26 


Note\ (11 Rural Poverty Headcount Index measures the pruponion of populouon below the poveny 
line tieiween 1990/91 and 199.1/94 The growth rates o< the Rural Poverty He^count 
Index are from 1957/58 to 1993/94 Feiiulc Literacy rates are 1981 levels, Females below 
IK married are 1994 figures 

Sounei Rural Poverty Indices are from World Bonk (1997), Ferrule Literacy Levels and Villages 
with Medical Facilities are from Murthi et al (1996), Females below 18 marned is from 
Registrar General, India (1994) 

* Himachal Pradesh has been left out due to imcomplete doia 


Tabu 6 Rilahve Pboformancg in Totai Murtai.ity Performance and Inditators 
OF Social Dfviiopment 


(Per cent) 


State 

Rural Poveny 
Headcount 
Index 

Growth in Female 
Rural Poverty Literacy 
Headcount Levels 
Index 

Females 
Below 18 
Mamed 

Proportion of 
Villages with 
Medical 
Facilities 

Improved relative perfomiance 
Kcrrda 

33 

-4 07 

66 

36 

96 

Haryana 

21 

-2 97 

22 

16 

58 

Worsened relulise pciformance 
Karnataka 

* 

47 

-1 15 

27 

18 

13 

Maharashtra 

SI 

-160 

32 

21 

18 

Uttar Pradesh 

42 

-1 31 

IS 

20 

12 

Andhra Pradesh 

36 

-3 51 

19 

42 

26 


Nolet Same a.s in Table 3 
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Madhyj Pradesh Maharashtra 



197$ 1U0 190$ 1990 197$ 1980 1995 1990 


r'lnjab Raiasthan 



197$ 1990 199$ 1990 1975 t9H0 199$ 1900 


Onssa 



197$ 1990 19B& 1090 


Tamil Natlii 



197$ 1080 108$ 1900 


2 0 

1 0 

00 

<-1 0 

197$ 1990 199$ 1990 »»»5 

* TFR Relative Peiformaiice « Actual TFR - Predicted TFR 


Uttai Pradesh west Bengal 
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Iiulia. the regression analysis nonetheless 
suggests that income has a significant 
influence on infant mortality and total 
fertility. Moreover, in terms of reducing 
total fertility nne. the income effect is 
gieatcr in India than in other low- and 
middlc-incomc countries. While others 
have argued that the increase in life ex 
puctancy in Punjab was largely due to the 
rapid growth in incomes [Drexe and Sen 
IWS], our results suggest that income's 
role may have been much more mode.si, 
at least for infant mortality In general wc 
And that in most Indian stales' income 
growth IS only about one-lhird as inipoi- 
tani as inipnivements ovci time in reduc¬ 
ing infant mortality and fertility I'hus. 
from the perspedive oi health policy, 
what IS important is that India is failing 
to take lull advantage ol the potential 
leading to global improvements in iniant 
mortality rale that have been occiimng 
over tune (with Kerala as the notable 
cxecptioii) Catching up with what is 
po.ssihlc can improve health far more than 
would waiting ior income growth to 
improve health 

The relatively weak conclalion ot per 
capita on IMR and TFK in India may also 
be due in pait to non-ineonie. stutc- 
specilic factors which are weakly eoi- 
rclatcd with income.'** Indeed, the contii 
button of income in infant nioitality and 
tertility declines between 197S and 1990 
IS much smaller than that of tcchnicu! 
change (Tabic 41 This suggests that while 
income is iinpoitant technical change 
combined with other tacioi s has a sironget 
int1uencconthe.se mdicatois every state's 
performance on infant mortality and total 
fertility would impiove even if ihcir 
incomes did not (in this pc'iiod) Tables S 
and 6 show how state pcriormanec on 
some of these non-income statc-specitic 
factors and poverty levels ctimpares with 
their relative performance iicnds Theie 
IS little difference in poverty levels or 
the rate at which poverty declined be¬ 
tween states that had belter and slates 
that woiserelative performance. '^Gujarat 
and Tamil Nadu, both demonstrated im¬ 
proved relative peilormance on infant 
mortality, but their achievement on both 
the poverty indices is similar to states in 
which relative perfomiancc declined (c g. 
Orissa and Andhra Pradesh). Interestingly, 
relative perlorinanee on total fertility 
exhibited a strongci association with 
achievements on the poverty indices 
(I'abic 6) Roth KeraKi and Haryana have 
lower levels of poverty and generally 
reduced their poverty levels faster than 
the stales that had declining relative per- 
toimanec 


Levels of femate Htency, age of female 
marriage and access to medical facilities 
have a much higher degree of association 
with trends in relative performance than 
the povcity indices. All states which 


improved relative perfonnance oo inftuit 
mortality, excepting Uttar Pradesh, did 
substantially better on these indicaton than 
states where relative performance wor¬ 
sened (TableS). Keraia, Gujarat andTamil 


Anni viiRi Incomf ANb Health Descsiwives kxi Iniman Statu, 1975 to 1990 

Year 


State 

Indicators 

1975 

1980 

1985 

1990 

All-liidi.i 

Per Capita Income 

815 

882 

1050 

1264 


Total I^itillty Rate 

49 

44 

43 

38 


Infant Moitality Kate 

140 

114 

97 

80 

AiidliiT I’radcsh 

Per Capita Income 

768 

786 

954 

1288 


Total Fenility Kate 

46 

18 

37 

3 I 


Infant Moitality Rate 

123 

92 

83 

70 

Assam 

Per Capua Income 

680 

751 

1075 

1093 


Total Pbitiliiy Rate 

4 1 

40 

4 1 

.3 4 


Infant Mortaliiy Kate 

144 

103 

III 

76 

Bihai 

Per Capita Income 

569 

523 

665 

721 


Total Feitiiity Kale 


- 

5 4 

48 


Infant Monatily Kate 


- 

106 

75 

(iuiaiai 

Per Capita Income 

1072 

1106 

1339 

1601 


Total Fertility Rate 

5 1 

47 

39 

34 


Infant Mortality Kate 

154 

in 

98 

72 

llaisana 

Per Capita Income 

1243 

1351 

1663 

2043 


Total Fettilily Rate 

5 8 

5 2 

46 

38 


Infant Monality Rate 

114 

103 

85 

69 

IIiiimlImI t’ladcsh 

Per Capua Income 

927 

971 

MOO 

13.38 


Total Fertility Rale 

4 3 

4 0 

16 

1 1 


Infant Mortality Kate 

115 

87 

84 

68 

lamniu .iiitl K..ishinir 

Per Capita Inconic 

807 

1011 

1194 

987 


Total Fertility R.ite 

47 

44 

45 



Infant MoTality Kale 

68 

72 

86 

70 

Kaiiial.ika 

Per Capua Iniuine 

825 

870 

1047 

1255 


Total Anility Role 

17 

3.5 

16 

3 2 


Infant Mortality Kale 

80 

71 

69 

70 

Kct jl 1 

Per Capita Income 

828 

859 

996 

1144 


Total Fertility Kate 

34 

30 

24 

1 9 


Infant Moitiiluy Rale 

54 

40 

11 

17 

Maithyi Pradesh 

Pei Capita Income 

680 

774 

86.3 

1105 


Total Fertility Rate 

60 

52 

46 

48 


Infant Mortality Rate 

151 

142 

122 

III 

M.ih.Tiashlia 

Per Capita Income 

1204 

1188 

1590 

993 


Total fertility Rate 

43 

.17 

35 

32 


Infant Moitaluy Kate 

92 

75 

68 

58 

Orissa 

Per Capita Income 

6.32 

749 

904 

838 


Total Fertility Rale 

46 

4 1 

38 

3.1 


Infanl Mortality Rate 

149 

143 

132 

122 

Puni.ih 

Per Capita Income 

1517 

152.5 

1902 

2286 


Total I%rtility Kate 

47 

4 0 

35 

32 


Inhmt Mortality Rate 

98 

80 

71 

61 

Kajaslhaii 

Per Capita Income 

768 

697 

321 

1142 


Total Rrtility Kate 

5 4 

56 

55 

45 


Iniant Mortality Kate 

155 

105 

108 

84 

laniil Nadu 

Per Capita Income 

722 

853 

1089 

1383 


Total Fertility Kate 

38 

34 

22 

23 


Infant Mortality Kate 

112 

93 

81 

.59 

Utrui I’ladcsh 

Pei Capua Income 

626 

728 

831 

959 


Total Fertility Kate 

66 

59 

56 

52 


Infant Mortality Kate 

198 

159 

142 

99 

West Bengal 

Per Capua Income 

975 

919 

1079 

1274 


Total Fertility Rate 

- 

- 

,17 

34 


Infant Mortality Rate 

- 

- 

74 

63 


Defminoin (I) Per capita income is in 198.5 intemaiional doilan State-specific estimates of pci 
capita incoiite in 1985 mtcmatiunal dollars were calculated for each year by 
muinplying Indian per capita income in 1985 international dollars by the ratio in 
that year off the state's per capita to national per capita in rupees 
(2) Total fertility is the expected number of children a woman would bear in her 
lifetime with the prevailing age-specific fertility niie 
(II Infant moitaliiy rate is expressed per thousand life births 
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Nadu bad a greater proportion ^ IHmte 
women, dieir women married later and' 
their populations had much better access 
to m^cal facilities than stales in which 
relative performance declined. Improved 
relative performance on total fertility has 
a stronger association with greater access 
to medical facilities and late ftmale age 
of marriage, than with female literacy 
levels.'-^ Age of marriage, female labour 
force, participation and fertility arc no 
doubt simultaneously determined in sub¬ 
stantia) measure. Hence, it is especially 
.significant is the substantially higher 
proportion of villages in Kerala (96 per 
cent) and Haryana (.58 per cent) that 
have access to medical facilities com¬ 
pared to states in which relative perfoi- 
mance declined. A careful analysis of 
hou.sehoid data from Uttar Prade.sh 
(Bhaigava. nd) points to the particular 
importance of immunisation and family 
planning programmes in reducing infant 
mortality rate. 

Higher levels of fciiule education and 
across to good health care arc important 
correlates of lower infant mortality and 
tcitihty laics. along with income In 
sum. while incume giowih is .significant 
for lowcniig iiilant mortality and icrtility, 
improved perfotmanse on noii-incomc 
factors appears to be more important.'^ 
Global knowledge impi ovements nodoubt 
have played a major role. The excellent 
relative peiformance of low per capita 
income states like Kciala and (to a lesser 
extent) I'amil Nadu tor IMR indicates 
that low incomes need not hinder im¬ 
provement in social well-being.' ** Kerala's 
.success in having the lowest IMR and 
TFR in the country, levels comparable to 
some developed countries, is probably 
due largely to its universally literate popu¬ 
lation, better status ol women, and more 
equitable distribution of health services - 
all of which have been due more to strong 
commitment to investments in the social 
sectors than to economic growth This 
commitment has allowed Kerala's popu¬ 
lation to benefit from the rapid change 
globally in the means for improving 
health 

Notes 

[The research repuitcd heic was .supported hy the 
Royal Norwegian Mtnisliy of Fuieign Affairs 
through grants to the Wirid Bank and World 
Health Organisation Views and conclusions in 
the paper are those of the authors alone and do 
not necessarily reflect those of the sponsoring 
organisations.] 

1 See Bhargava and Yu tin press). Jam (1V8S). 

Pritchett and Summers (1996), Wotld Bank 

(1993) 


2 In a comprehensive historicai Maessment. 
Eosierlm (19961 finds income growth to 
have played only a limited role in the 
dramamtiL health improvements of the past 
150 years 

3 Sec Wang ct al (1999) foe iqipticalion of the 
methods to .issess performance at the country 
level over time 

4 The SRS inccli.imsm mvotvea the collection 
of data through continuous enumeration 
and retnispcciive half yearly surveys in a 
sample ul villagcs/biocks. This is followed 
by a process ol matching both these records 
and subsequent field verification ol iin- 
inalthcd and iiartially matched records is 
earned oul lo cnsuic accuracy This survey 
covcis aniund 2.4(X) rural and 1,.300 urban 
houscliolds 

5 For each ol ihe years 1975 and 1990, the 
Indian siaies have been disiributed into 
lour inioiiK- groups (qunrtilesl ranging from 
Ihe poorest 2^ per cent to Ihe nchest 25 per 
cent 

b The iniimH- qu.uiiles in 1975 and 1990 an: 
defined by a sl.ite* s place in that yeoi. therefore 
quaitilcs do not contain the some sm ol states 
m each period 

7 Since the niiHicI is non-hnear. calculations 
would difloi depending upon the base used 
- fur these usiilts the base used was $1.(XK) 

8 Since ihc iiiiMlel is non-linear, calculations 
would ditter ili pending on the hose used - 
for these results ilie base used was $1,(NX) 

9 Kelaiise Perloriiiaiice (per cent) = {Log 
(Prcdiiied) Ijig(Ac(ual))*IOO This gives 
an apposuiiaiioii ol the percentage difference 
heiween the .ictuol and predicted values 

10 Relativi peiloiinaiiLC for fertility = Actual 
TFR - PreilKlcJ fFR It is not a percentage 
diftcrenie as in relative performance tor iiilani 
murtalit) 

11 Change in lel.uive pcrlormance mdiLa(e.s how 
(he dilleuiitc lielween actual and income 
piediclcd pi'iloimalice (relative perioiiiiance) 
changes osri lime Thus, if a state has dUual 
pcifiirm.int.e lowei than predicted and this 
'gap' incieascs over the years, then ibe slate 
can be said lo he improving relative perform¬ 
ance wiih mm (e g, Kerala) 

12 For Kai.islh.in ihts happened after 1975 

13 Tamil Nadu docs mil show any consudenl 
uends 

14 Jam (19X5) indicates that econoinic well¬ 
being docs iioi have a signific.ini cficel on 
fertility ai ilu macro-level, although ii 
appears to lovser leitiliiy levels ai the house 
hold levil 

15 Howevei, Kemlo. the best pertormer in Ihe 
country si s ms lo have done the best in nsducing 
povffT 

16 Muithi cl al (19%) found that female lilerocy 
levels luM a stionger impact on infant 
mortality llMn total fertility 

17 See Vis.iM .1 (1985). Jam (1986) ami Murthi 
Cl al (I'Xiro 

18 Wang el al (1999) decomposed mortality and 
tenility dci lines across countries into 
components due to income increases, 
education increases and technical progress 
Even when education was included 
inio the analysis - and Ms effects were sub¬ 
stantial technical progress remained very 
important 


19 This rinding acconis with lesiilu dt • 
cross-national levkW involving multiple, 
social mdtcaluts [Easterly 1998] 
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The Concept of Justice in International Rdations 

AswiniKRay 

The concepts of order and stability have enjoyed a higher priority than the idea of justice in the practice 
and the scholarship of international relations. This article attempts to demonstrate that such prioritisation 
IS conceptually flawed, particularly during this era of globalisation. 

This article argues that international relations is relatively insensitive to the question of Justice, both on 
the diplomatic plane and within the mainstream scholarly discourse on the subject. Historically, the guiding 
principles of international relations have been .stability, predictability and order at the cost of justice. The 
article argues that this legacy is among its 'original sms’. It also explores, in the context of the ongoing 
process of globalisation, the abiding continuity of .some of the recurrent ‘sins' of international relations 
and the implications of this continuity for critital security. Suggestions for remedial action follow logically 
from this analysis. 


1 

Diplumacy a.s Injustice 

FT would seem that states, which generally 
abide by such elementary pnnciples ul 
justice as equality beiorc the law in then 
domestic politics, tend to be less scrupu¬ 
lous about such principles m then inter¬ 
national conduct 

Empirical evidence in support of this 
view has been provided by the second 
world war victors' harsh demands for 
reparauons from the defeated ,states: the 
fajiurc to .subject those re,sponsible foi the 
dropping ot atom bombs on Hiioshima 
and Nagasaki to 'war crimes trials' on ihe 
lines of those conducted at Nuienibcrg 
and in Tokyo; except lor stray instances 
like the 'My Ian massacre' trial, the 
condoning by die US of the atrocities 
committed by American troops in the 
Vietnam war, the orchestrated, I 'N-spon- 
sored action against Iraq altci that countrv 
invaded Kuwait, a ‘police action' which 
according to General Schwait/kopI, the 
commander-tn-chicfot die UN f oi cc. threw 
Iraq back lo the Stone Age. and the 
imposition of .sanctions on Iraq by a world 
community which had let the perpciraiois 
oi war in Vietnam, Grenada, Afghancstan 
and elsewhere go scot-free. 

Mainstieam international relations has 
shown ub.sessivc concern fmr stability and 
order at the lost of justice. To the extend 
that It has attempted conceptual innova¬ 
tions and theoretical insights, these have 
been largely concerned with systemic 
stability within its historically rooted 
'statist fetishism' The concepts of ‘legiti¬ 
macy’, ‘balance of power’, ‘collective 
.security' and ‘balance of terror’ have been 
means to the ensuing of order and the 
enforcement of law rather than justice 
The mainstream discourse has nut even 
attempted with any degree ot seriousness 
to explain and innuvativciy explore semi¬ 
nal questions ot contemporary relevance. 


Not has international relations convin¬ 
cingly established its credentials as apolicy 
scienc', I redeiuials which mu.st re.st on its 
ability to pmdict events. 

A case in point is the failure of mter- 
nation.il lelations lo either anticipate or 
explain the sudden collapse of the global 
.system that came to prevail after the second 
world wai a system which had a basic 
tnad consisting of a bipolar power struc- 
tuie, the Soviet I inion as a superpower and 
the cold wai The causal nexus of the 
hn'akdown, il .my. within this triad still 
remains unexplored Whether Ihe end of 
the (old war hastened the collap.se of the 
military superpower that was the Soviet 
Union or the collapse of the Soviet Union 
ended the cold war still remains a pu/zlc 
III view ot the temporal disjunction be¬ 
tween the two As a result, a fog ot 
mystification surrounds many critical 
hcstoncal questions of contemporary rel¬ 
evance (Ray 1994 114], 

Contemporary international relations 
must acknowIcHlgc that it ha.s failed to 
provide stability to the cold war global 
.ystem or ensure an orderly transition to 
another system, as the consequences of 
c vents in eastern and central Europe, Afnca 
and parts of Asia would bear out. Unfor¬ 
tunately, however, there has been but little 
soul-searching within international rela¬ 
tions. 

Instead, wc hear the heralding of the 
'end of hisloiy' (Fukuyama 1992]. The 
acceptance within the mainstream di.s- 
coursc oi ir’emational relatioas of such 
patently ahistoricalobirerdirra as provid¬ 
ing the theoretical framework, with policy 
implications tor the post-cold war global 
order, is pii//ling. Trends even after the 
end ot the c old war indicate the continuity 
of the same mind-set' ahistoncal predic¬ 
tions about a possible new ‘clashof ci vili.s- 
aiions’ (Huntington 1993:22] and its 
consequent implications in the form of a 
policy which would see a new ‘diabolical 


adversary' as ‘the other',imagine impend¬ 
ing doom and search for instruments to 
enforce universal order within one’s own 
rules of the game “We are in tor abnormal 
times Oui best hope for safety in such 
times, as in difficult limes past, is m the 
American strength and will - the strength 
and will to lead a unipolar world - 
unashamedly laying down the rules ot the 
world order and being prepared to enforce 
them” (Krauthammer 1991.33] 

It would seem that mainstream interna¬ 
tional relations, on the diplomatic and 
scholarly planes, seems to ‘learn nothing 
and forget nothing’, like the Bourbons. 
This persistence with ahistoncal realism 
m international relations calls tor .some 
explanations. At any rate, those outside 
the maircstream who aie concerned with 
prolessional .self-esteem owe it to them¬ 
selves to accept the challenge to establish 
empincally that the pnonu.sation of order 
and stability, at the expense of justice, is 
conceptually as flawed m the domain of 
international relations as it is in the realm 
of national plitics, particularly during this 
era ot globalisation. 

Bui It IS important to explore before that 
the possible reasons for the continuing 
operational disjunction between the con¬ 
cern lor justice on the national plane and 
that on the international plane, even when 
democratic states with established tradi¬ 
tions of justice as the gudidmg pnnciple 
ot orderly governance arc involved. 

At a time when almost all of Africa and 
Asia were enslaved by colonial rule, for 
example, Abraham Lincoln expressed 
disapproval of slavery only within the US. 
Hie European democracies of that era 
limited their concern for 'liberty, equality 
and fraternity’, Ihe ‘Universalfieclaration 
of the Rights of Man’ and the ideals of 
the Magna Carta within their respective 
nadon states. Witness the waging of the 
‘opium war’ by Britain against China in 
support of the Ea.st India Company’s nght 
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fo smuggle opksm and the massacre of 
peaceful protesters at Jalianwsdla Bagh, 
Aimitsar. Even the post-colonial states 
spawned by liberation movements came 
swiftly to conform to the prevident inter¬ 
national standards of justice. Through the 
cold war, most of the states within the 
global system, irrespective of their record 
of justice at home, generally followed the 
example of the two superpowers in the 
sphere of international conduct 

‘The reluctance of democracies to ex¬ 
tend their models of governance to inter¬ 
state relations”, as David Held argues, has 
led to the striking paradox within the global 
system in which"theincreaseinthenumber 
of democratic stales has not been accom¬ 
panied by acorresponding increasein demo¬ 
cracy among slates" [Held 1995*417,418]. 
The concern for human rights still re¬ 
mains, as during the cold war era, an 
instrument of international diplomacy 
rather than one for the emancipation of 
humanity If this disjunction between the 
behaviour of states in the national arena 
and that in thcjntemational arena is rooted 
in tne structural proclivities of all sover¬ 
eign states. It must he reflected in the 
mainstream theories of the state and in 
such of the human and social .sciences 
concerned with normative questions of 
ethics, equity and justice within sovereign 
states; remedial measures in such a case 
lies in restructuring the organising principle 
of the state and its sovereignty, and the 
concept of raixon d’etat (reasons of state). 

If It be established empirically that this 
disjunction is more |Honounced in the case 
of non-democracies than in that of demo- 
ciacies. as seem.s to be the prevalent 
as.sumption. there would he a case for 
encouraging democracy within states in 
the interest of promoting (ustice in inter¬ 
national relations. But the prevalent as¬ 
sumption i.s riddled with conceptual and 
empirical flaws as well as operational com¬ 
plexities. The international funding agen¬ 
cies of development are pursuing it with 
the same zeal with which during the cold 
war era, they promoted their version of 
‘third world modernisation' through the 
‘military and bureaucracy as its main 
vehicle’. 

While It is almost universally acknowl¬ 
edged that'democracy is the least unjust 
form of governance, the logical deduction 
that it is universally valid (with local 
variations) and at all times has not been 
so widely regarded as legitimate: witness 
the western global diplomacy of die cold 
war era, based on a stiiking concern for 
human rights in the ‘second world’ com¬ 
bined with its version of ‘third world 
modernisation’. The mainstream scholar¬ 
ship in the field of international relations 


has replicated the same trend, including 
its present sharp shift. While the sudden 
shift of concern within international rela¬ 
tions towards universalisatioii of democ¬ 
racy and human rights is a welcome re¬ 
versal of its cold war trend, both at the 
scholarly and diplomatic plane, the im- 
mediiOe impact of the shift provides its own 
lessons about the policy priorities moti¬ 
vating the pursuit of such a desirable ideal. 

Is the disjunction between the concern 
for justice at the national level and that 
of the international level indeed less pro¬ 
nounced in the case of democracies? As¬ 
suming for the .sake of argument, that wars 
are the most rxireine manifestation of 
unjast international conduct, the conclu¬ 
sion that undemocratic regimes have rela¬ 
tively greater proclivities for such injus¬ 
tices IS based on the extremely limited 
temporal and spatial exp«ience of the 
evolution of the western state system since 
the Treaty ol Westphalia. 

Even this limited experience leads to 
equivocal conclusions During the colo¬ 
nial era, most of the major wars across the 
world were among the European democ¬ 
racies or initiated by them in thcircolonies 
m Asia and Aliica. The most significant 
exception was the second world war. which 
was plotted by undemocratic regimes in 
Europe and Japan But while the theatre 
of war has shitted since then, generally 
speaking, from its predominantly European 
location to the ‘third world’ the largest 
number of actual wars involved the US, 
cither directly or by proxy [Kende 1978]. 
Not all these wars were based on the 
principle of universal justice* “colossal 
mistake” of Vietnam, as former US defence 
secretary Robert McNoronara. one of the 
principal architects of ttiat war, called it 
Bntain and l-rance initiated wars, jointly 
against Egypt and separately against 
Argentina. Iceland. Indo-Chinaand Central 
Afnca. 

If we take preparations for war, like 
stockpiling ol armaments, arms supply 
across the world, involvement in ‘low- 
intensity insurgency' operations, subver¬ 
sion of popuKir regimes, intelligence 
operations and ‘proxy wars‘, tire record 
ofthe‘free world during the cold war era 
undermines the assumption of democracy 
as a critical variable in the context of the 
central concern of this article. Even within 
the tiiird wvld, the record of democratic 
states like India, Israel and Nasser's Egypt 
does not lend support to the assumption. 

The as.sumptior that open democratic 
aystems make secret preparations for a 
surprise war much more difficult is also 
only partially true Most democratic slates 
have devised institutional or extra-insti¬ 
tutional arrangements, ba.sed on the privi¬ 


leged status of ‘national security*, to 
insulate their security concerns from the 
transparency of democraUc scrutiny. Leav¬ 
ing aside secret nucleru* weapons, even the 
rockets, missiles and chemical and bae- 
teiiological weapons of democratic states 
still remain beyond the ambits of the post¬ 
cold war global regimes' technologically 
.sophisticated monitonng instruments. 
Even on this .score, the record of the more 
established democracies is no better than 
those of iKin-democracies 

For example, the United States' policy 
of global ‘military aligmnents’ as an m- 
strument ofthe cold war along with 'se- 
cunty checks' on American citizens was 
announced through a presidenual decree 
(NSC-68); and its ‘colos.sal mistake' in 
Vietnam, involving S.00,(X)0 troops, was 
never declared by the Senate, its only 
constitutional authority, similarly, the 
Anglo-French war against Egypt and 
Bntain's military nucleonsation were never 
discussed even by the cabinets cnnccmcd. 
much less in the public arena. 

Rather than validating the idea ol de¬ 
mocracy as a vanabic, such examples tend 
to indicate a close positive correlation 
between the possession of military powci 
and the proclivities for its misuse. While 
democracies usually employ military 
power in their international relations, cither 
in war or for detenence purposes, non- 
dcmocracies u.sc it in the national domiun 
as well. Even on the basis of our arguable 
assumption that war is the most extreme 
form of unjust international conduct ol 
slates, the historical record of democracies 
docs not make it possible to regard this 
least unju.st form of governance as a selt- 
sufficient instrument tor promoting jus¬ 
tice in international relations. 

Because of the weak empirical base of 
the democracy variable as a factor in the 
disjunction between .sovereign .states' 
concern for justice on the domc.stic plane 
and that on the diplomatic plane, we also 
need to look at the macro level of the 
international system for possible clues 
That may enable us to analyse the critical 
''aasal nexus between the abidingly in¬ 
adequate concern forjastice in international 
relations, in the context of growing globali¬ 
sation. and Its impact on critical security 
within the global system In this context 
we may examine the dialectical link be¬ 
tween democracy within tiic global system 
and democracy within sovereign .states, 
from (he point of view of justice in inter¬ 
national relations and the cntical security 
of individuals, groups, communities, and 
.states in the present era ol gIobali.saiion. 

Within this dialectical link, the main¬ 
stream scholarly discourse of international 
relations ha.s hi.storic8lly remained a criti- 
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cal catalytac force, till now in a retrogres¬ 
sive sense. WiUiin this framework, reme¬ 
dial measure-s at the operational plane also 
involves the liberation ot this scholarship 
from Its present amoral roots for it to be 
used as an instrument for the securing ol 
universal justice. 

II 

Scholarship of Iiy ustice 

The disjunction between sovereign 
states' behaviour on the niUional plane and 
that on the international plane vis-a-vis 
justice IS reflected in the main.strcam 
scholarly discourse. While such scholar¬ 
ship may be legitimate as a reflection oi 
reality, to a certain extent its sterile 
empincism has helped widen this di.sjunc- 
tion. It augmented the amurality ol the 
global system during the cold war era by 
increasing it almost acm.ss the board in the 
national and international arenas ot sov¬ 
ereign stales' conduct. 

To the extent that the prescriptive for¬ 
mulations of this scholarship have con¬ 
formed to such realism, international re¬ 
lations has been an amoral instrument ut 
the pursuit of power as a policy science 
as an ally ul the cxcsientially powerful, it 
has reinforced the domi nance of the amoral 
and the unjust on the national and inter¬ 
national planes. 'Realism' in scholarship 
and diplomacy, oiginnting as in.stniments 
for the promotion ot the United States' 
‘national interests' have been but two sides 
of Utc com of injustice within ihe global 
system through the cold war [Ray 1989] 
Ever since the global system .simulta¬ 
neously spawned the hegemony ol leal- 
ism in international relations and the cold 
war, tlie relauondiipbetween Internationa! 
relations and its main.stream scholarship 
has been in the nature of a vicious circle 
Justice within the global system and within 
the concerns of this policy science has 
been a ca.sualty. 

Prom empirical evidence, it appears that 
the cmcigcncc of international relations as 
on autonomous field ot .scholarship within 
the intellectual milieu of the US, the 
world's dominant military and economic 
superpower, has been quite fateful tor its 
future, both on the operational plane and 
the scholarly one From its very inception 
the spatial and temporal context of its 
origin shaped its pnontics. its hierarchy 
of concerns and its future trajectory 
[Horowitz 1971; Williams 1970;Domhoff 
1970). The same context shaped its schol¬ 
arly identity as a polic^ciencc delinked 
from the social and human sciences and 
seeking its intellectual roots in interna¬ 
tional law, diplomatic history and war 
studies and, above a.l. in strategic studies 
In this sense, its contextual origin as a 


policy science led intemalicMial relations 
directly to its ‘original sin’. 

The science ot international relations 
serves the policies of the 'power elite’ of 
the US [Mills 1978] which historically and 
existentially has little in common v/Hb the 
rest of the world [Ray 1996] and which is 
in .search ol 'new frontiers’ across the world 
[Bakins 1970. Gardiner 1970] It has be¬ 
come attractive as a soft career option more 
because of the professional rewards avail¬ 
able than because of the scientific creden¬ 
tials or moial appeal ot its scholarship. 

The consequences of its inailequacics as 
a policy science, particularly the opera¬ 
tional hazards of the realist paradigm, Us 
persistence with ahistoricai predictions 
based on cmpincism, its inadequate sen¬ 
sitivity to normative concerns and its 
pnoritisatinii ot .stability and order at the 
costol |ustice|Btizan 1983.Thomas 1987], 
aic now part ol universal common sense, 
as derived from the social and human 
.sciences. The unpredicted collapse of the 
c old war global sy.siem, built on the realist 
paradigm, torcefully substantiated this 
common sense. 

Pariiculai 1\ striking in this context is the 
insulation of mtcinational relations from 
the intellectual resources of the social and 
human sciences These resources include 
Plato's concept of justice, Aristotle's 
coneepi ol denuKTacy and the efferves¬ 
cence oi creative intellectual imagination 
and philosophical .speculation transcend¬ 
ing empiricism, which accompanied the 
landmarks in the .social history of western 
civilcsation the relormation, the Rcnais- 
.sance and the Bng'ish, French and Russian 
lovolutions and the American war of 
independence - ail inspired by the idea ol 
justice. The concem for jusuce demon¬ 
strated by I.au'kc Bcntham, Rou.sseau. 
Vultaiie and MontcsquiendeTocqucville 
and Jefierson and Kant and Hegel have 
inspired economists, sociologists, mural 
philusophcis 

I'hc politic al scientist John Rawls’ theoiy 
oi justice (1971) and the economic philo¬ 
sopher Amailya Sen's idea of 'entitle¬ 
ment' (1982) arc rooted in the histoncai 
concein for jicstice denved m most aca¬ 
demic disciplines from the philosophical 
traditions of the western enlightenment. 
These traditions may have as much rel¬ 
evance lor international relations as they 
have had m the democratisation of sov¬ 
ereign states m the west. But the main¬ 
stream scholarship of international rela¬ 
tions has hardly explored this territory. 

In the thought content of oriental 
Cl VI lisations, too, the concern for the ideals 
of justice, morality and human emancipa¬ 
tion have predominated over empiricist 
realism. Such is the messageof Confucius, 


the Ranutywia and the Mahabhanta. 'the 
liberation movements in Asia «id Africa, 
and the ‘Liberation Hicology' of Latin 
America, have been inspired by the ideal 
of universal freedom and justice 

The universal human heritage of the 
struggle for justice has produced folk 
heroes, real and fktitious. Spaitacus, Robin 
Hood, Garibaldi, Abraham Lincoln. 
Gandhi, Martin Luther King arul Nelson 
Mandela are shining examples. 

Mainstream international relations has 
been insulated from this umvcrsal human¬ 
ist heritage since its inceiftion as an au¬ 
tonomous field of scholarship, thanks to 
Its paranoid pursuit of realism as 'national 
security'. It has gone in for a contrived 
construction of one-dimcnsional history 
in conformity with its future trajectory as 
a policy science in the service of domi¬ 
nance by the powerful Machiavelli's 
concept of the fox and the lion in statecraft 
and his .separation of politics from ethics 
delinked from its historical context, 
Clauswilz’s concept of war as “diplomacy 
by other means” and the amoral Niet/.sche's 
version of the 'superman' laspired by 
Bismarck's ‘blood and iron' diplomacy 
and Mcttemich’s alliance system have 
provided the intellectual base for realcsm 
and the cold war global system - with 
predictable impact on the concern for 
justice 

But along withNictzschcandClauswitz., 
the western intellectual tradition also has 
Emanuel Kant to draw upon. Kant has 
systematically argued that “the greatest 
evils which affect civilised nations are 
brought about by war. and not so much 
by actual wars in the past or the present 
as by never-ending and indeed continually 
increasing preparations for war”: that tim 
citizen’s rights can prevail if the rule of 
law IS sustained in all states as well as in 
international relations: and that democ¬ 
racy within and political communi<y is 
possible only when unimpeded by threats 
tram other communities or from the net¬ 
works of inter-community (international) 
relations (Reis 1970]. 

The persistently amoral intellectual 
attractions of international relations and 
the mimipulation of history as realism have 
been forcefully contested, its distortions 
exposed, and consequences anticipated 
[Buzan 1983: Thomas 1987; Ray 1989]. 
But these efforts remain marginalised as 
‘idealism’ - with animpliett sneeras around 
Woodrow Wilson's *14 Points’ and 
Roosevelt’s liberal ideals - or trivialised 
as ‘low politics'. Conceptual mystifica¬ 
tions of the concern for justice, emanating 
from the social and human sciences, have 
been recurrent in realism the evident 
purpose being to hegemopise international 
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telMioiisinudoflhepoHciesofdtepower- 
fi4tt the cost of its scientific credentials. 

Consequently, 'struggle for power' as 
the basis of 'politics among nations' 
[Morganthau 1948] and its policy impli¬ 
cations of 'global military containment' 
[*x' 1947] of a diabolical potential adver¬ 
sary ‘in ^fence of the national interest 
[Morganthau 1951] are as much the clas¬ 
sic tracts of their spatial and temporal 
context at the origin of the cold war as 
the ‘end of history' after it Similarly, the 
mibtary and the bureaucracy as the ‘ve¬ 
hicle of modernisation* for ‘political or¬ 
der* in the third world' [Huntington 1968] 
was as much a compulsion for the Ameri¬ 
can 'power elite’[Draper Report 1959] an 
ally inthecrcationof‘newtronliers' across 
the world in the cold war as the seaich 
for a new ‘clash of civilisations' after U. 

Meanwhile, realism has been the critical 
instrumenlinthe transformation of the post¬ 
war era’s dominant economic and military 
power to the post-cold war era's hegemonic 
power - now encompassing the cultural 
domain [Ray 1996]. So much so that the 
emergence of international relations, as an 
autonomous policy science delinked from 
the social and human sciences, and the 
intellectual hegemony ot realism within 
the global system and its mainstream 
scholarship Im reinforced the history of 
Its own constniction, as a sclf-tuirilling 
prophecy. For its .superpower patron, it 
has repr^i^d a magnified ‘looking glass 
image' [Blackett 1962] It has been reward¬ 
ing for its professionals as protagonists 
acro.ss the world. But this has happend the 
co.st of justice and stability within the global 
system and the scicnuriccredentialsot inter¬ 
national relations as a field of scholarship. 

The pnmacy of national secunty-bas^ 
global secuiily marginalised the UN sys¬ 
tem, built on the pnnciple ot collective 
secunty and institutionalising the prin¬ 
ciple of justice as the basis for a durable 
rational order. The UN's social, economic 
and humanitanan agencies were particu¬ 
larly placed under siege by the global 
power structure. The World Bank and the 
Intematinal Monetary Fund (IMF) were 
from their inception delinked from the 
hazards of the democratic pnnciples of the 
UN system, and brought firmly within the 
control of the US administration. Tlw UN 
system survived through the c<4d war era 
by generally conforming to theglobal power 
hieraichy, atthecost of its ideal of universal 
justice [Ray 1996]. After the end of the 
cold war, there have been new pressures 
on this institution, including financial 
blackmail to reform itself and conform to 
the new reality of a unipolar world. 

Meanwhile, the World Bank and the 
IMF have emerged as the dominant actors 


shaping the form, content and rules of the 
game within the process of globalisation. 
Whoevo- controls these two institutions 
also controls the process. In the cold war 
era, ‘what was good for General Minors 
was good for the US’; after the cold war, 
the ‘conditionalities' of these global in¬ 
stitutions have ensured that it is also good 
for the rest of the world. The operational 
hegemony of ‘national security' over 
‘collecuve secunty’m the cold war sys¬ 
tem, and the new mystique of the ‘global 
market’ appear to be i wo sides of the same 
coin: dominance by the powerful through 
the appropnation ot tlw universal. The 
'interdependence' of the militaiy alliances 
of the earlier era, finds its analogue in the 
global 'interdependence’ promoted by the 
new trading bloc.s across the world. 

The global system emerging from the 
cold war has been unjust to the majority 
of humanity - whether it is assessed on 
the Gandhian pnnciple of justice based on 
the needs of 'the puore.st among the poor', 
Jrdin Rawls' pnnciple of ‘justice as fair¬ 
ness'. based on the 'greatest benefit oi the 
least advantaged' (Rawls I971]or Amartya 
Son'sconccptol ciititlcment"[Sen 1982] 
as Justice. Historically, this majmity, drawn 
from the post-colonial Afro-Asian states, 
found Itself at the penphery of the global 
system - which, lor the first Unw, became 
universal but with built-in asymmetneal 
options at the level oi individuals, groups 
and stales [Ray 1989] Post-cold war, this 
global system, with new dirtortionsemerg- 
ing from its unplanned collapse, remains 
a histoncal liability in the context of our 
concern for justice 

The recurrent disjuiKtion in the concern 
for justice in the sovereign slates' 
behaviour at the national level and that at 
the international level may be better ex¬ 
plained by the endemic injustices within 
the global system that was built on the 
rums of the colonial .system. Kant may be 
more relevant lot explaining this reality 
than the realists 

This di-sjunclion has undermined the 
moral legitimacy ol international relations 
- which has been an instrument of injus- 
bce rather than a catalyst of human eman¬ 
cipation like the social and human sci¬ 
ences and mo.st of the natural sciences. 
The concefXual. methodological and theo¬ 
retical resources oi international relations, 
empirically rooted in the historical expe¬ 
rience of a' leropoialiy, spatially, numeri¬ 
cally and culturally limited segment of 
humanity, appear inadequate for dealing 
with the compiexiues of a truly universal 
global system. As a policy science it has 
seen its structural inadequacies have been 
reinforced through the cold war, parti¬ 
cularly Its ahistoncal, anomic and anti- 


theoreiical intellectual base. Its obsession 
with empincism has made scholarship in 
international relations particularly vulnep* 
able to nusinformalion and disinformafkm 
[Ray 1994) TheiHics and concepts rooted 
in such distortions constitute its intellec¬ 
tual and moral liabilities. 

Consequently, “the scientific creden- 
Uals of international relations as a field of 
scholarship remains somewhat uverstated" 
[Ray 1994]. Fred Halliday says it more 
forcefully: “Academic study of inter¬ 
national relations is a sub-ficid oi news 
commentaiy The world of intcniationai 
affairs is a carnival ot the bluit and phi¬ 
listine” [Halliday 1995 739]. 

While other social and human sciences 
have already accepted the challenge of 
globalisation international relations has 
largely insulated itself from such resources 
With its obsession with 'national secu¬ 
rity’, It has not explored the ‘cntical 
security' of other components adequately 
within Its mainstream scholaiship. 

The end ot the cold war has opened the 
.space for normative concerns in interna¬ 
tional relations. Despite the inadequacy oi 
our tools of analysis, it may be prudent 
to stnke while the iron is hot before the 
endemic anoma' oi inicmational rclauons 
finds catharsis in a new 'clash' lost un¬ 
bridled cynicism lead to the massing out 
of such incremental potentials for jusuce 
in international relations as are available 
in the new milieu 

III 

Globalisation, Critical Security 
and Justice 

The breathing space conjuncturally 
created for normative concerns within 
international relations by the sudden 
collapse oi the cold war global system, is 
reircshiiig. But it would be prudent to 
guard agaiast the tcinpiation to overstate 
its salience or durability For the history 
of past sins has ruled out many options 
forju.siice. at least in the foreseeable fiiture. 
It may be more realistic to direct our con¬ 
cern towards optimising such inciemental 
potentials for justice as arc contextually 
possible as long as the new milieu tests 

Each succe.s.sive pha.se of the long hi.s- 
toncai process of globalisation IcR its trail 
of social, economic, political and humani ■ 
tanan complexities in an interwoven web 
across the world with different contem¬ 
porary relevance for diiYcrent regions The 
ptusses have been documented, even quan¬ 
tified, in several disciplines Examples 
inclu^ the work of Ferdinand Braudel 
and his French Annalcs School on the 
impact of the globalisation of maritime 
trade in the Mediterranean region, that of 
Ashin Das Gupta in Asia, the ‘world 
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systems’ analyses of Emanuel Wallerstein, 
the wntings of Andre Gunder Fraidc and 
Regis Debray on Latin Amenca those of 
All Maznii, Samir Amin. Aime Cesaire. 
Frantz Fannon on the Afncsui experience 
and those oi Ashish Nandy and Paitha 
Chatteiyee on India Some of their theo¬ 
retical frameworks or prescriptive impli¬ 
cations may be controversial, but as sources 
of empirical reality they remain as valid 
as official documenu; they are accepted 
as such within the social sciences 
From such sources among others, it is 
evident that the process ol globalisation 
through military conquests, religious 
proselytisation and maritime trade had con¬ 
siderable relevance centuries later during 
the emergence of the European nation 
states and their transformation to secular 
democracies in relatively more recent 
times. Similarly, the globalisation through 
mercantile capitalism that led to the Span¬ 
ish and Portuguese migration to South 
Amenca and the globalisation pnKess in 
central and ca.stem Europe as wellas central 
Asia within the Soviet system dunng the 
cold war have relevance for each of these 
regions' post-cold war problems 
At the subaltern level, globalisation 
through the Afncan slave trade and inden¬ 
tured Indian labour globalisation through 
mercenary soldiers in Bntish colonics in 
Asia, Afnca and the C'aribbcans and the 
more recent globalisation of the cnminal 
underworld - hand in glove with military- 
civilian oligarchies ot the cold war and 
transnational banks like the liquidated 
BCCI, involved :n drug traffic and nioncy- 
laundenng - are all part of the historical 
legacy of the long process of globalisation 
The different components of this heston- 
cal process have been analysed by social 
and economic historians and portrayed in 
literary cla.s.sic5 and vi.sual arts 
Admittedly, the globalisation ushered 
in by the cold war has been significantly 
different from all its picdecessors in terms 
of scale, pace and momentum This is 
because oi the unequalled levels of eco¬ 
nomic, military, technological and com¬ 
munication capabilities at the disposal of 
tile cold warriors But while the cold war 
territorially limited the process of 
globalisation within two global ideologi¬ 
cal divides - ju.st as it was limited within 
different colonial systems in the preced- 
ingera-thecollapseol the socialist system 
has universalised the global capitalist 
market. This market is an extension of the 
global powerstructurc with one hegemonic 
power, as envisaged at the outset of the 
cold war fHorowitz 19711. 

With the sovereign state still considered 
relevant as the unit of analysis the power 
hierarchy remains as skewed in favour of 


the dominant few earfy stutm and some 
of their former military allies as under the 
cold war system. Moreover, the impact of 
the cold war developnrental model which 
linked the ‘power elites’ of the western 
industrial democracies and the military- 
bureaucratic ohgarchiesofthe ‘third world' 
together in global networks [Hay ton 1971] 
remains a reality. The global maricet and 
Its subsidiary regional trading blocs, there- 
lon* generally reflect the global power 
slructurc The World Bank and the IMF, 
the apex funding regime [Payer 1974] 
monitonng the structural adjustment of 
national economies to the world market, 
reflect the .same power structure The US 
has forced the fund-strapped UN .system 
ol collective secunty to reform itself to 
conform to the same hierarchy. 

The new ideology of globalisation, 
seeking to legitimise the hegemony of the 
worlo market over state sovereignty is 
unlikely to make a striking difference' for 
justiccandcritical security withinthc global 
system On the contrary, in the changed 
context, economic rationality appears in 
the guise of a new realism Within the 
unequal global market the economic ra¬ 
tionality ol the capitalist market is un¬ 
likely to create a new version of 'inter¬ 
dependence' or social justice. The new 
rationality is more likely to reinforce at 
the global level the experience of early 
capitalist development within the Euro¬ 
pean national economies. And the rein¬ 
forcement would spawn greater distor¬ 
tions for want of sovereign global author¬ 
ity as a .substitute for the state The dis¬ 
junction between the concern tor jastice 
on the national plane and that on the 
international plane may becomeeven more 
pronounced, as trends already indicate 

Empincal reality in die 19th century 
European nation .states spawned its ‘real¬ 
ists’ in liberal theory and social policies. 
Reinforced by Darwinism, these realists 
advocated unfettered market ‘justice' 
through laissez-faire despite the social in¬ 
equalities inhented from the anrien re¬ 
gimes But mainstream western social and 
human sciences, drawing upon ahistorical 
reservoirof moral and intellectual resources 
rejected 'social Darwinism’ on normative 
grounds They thus laid the foundations 
for liberal democracy, dw welfare stale 
and the socialist state in F.tirope. 

The relevance of this historical experi¬ 
ence to the context of justice within the 
global system still remains largely unex¬ 
plored. Paradoxically, while the empirical 
base of realign as ‘national security’ was 
rooted in a reconstructed version of the 
European experience, the neo-realist 
mystique of inarket justice is almost sin¬ 
gularly rooted in the unique American 


experience. The inadequacy of this expe¬ 
rience as a basis for social policies has 
been underscoredinEorope in recent times 
by the political reassertion of the vrelfare 
state throughtheelctoral victories of sociti 
democrats. The relevance of the experi¬ 
ence for the rest of the world appears more 
remote in view of their greater remoteness 
from it. 

In the post-colonial world, many com¬ 
munities of Asia and Afnca found diem- 
selves divided across new frontiers of 
sovereign stales within which they were 
inadequMeiy integrated by concrete ties 
of the society, the market, infrastructure, 
culture or imagination. Consequently, the 
post-colonial agenda of nation-building at 
the social, economic, pohticai, institutional 
and hunuuiitanaq plane constituted the 
post-colonial states’ cnticai security con¬ 
cerns, not the realist version of ‘national 
secunty’ directed against a potential ex¬ 
ternal threat [Ray 1989]. This realist 
version spawned the ‘third world’, to which 
the Europen cold war was extended - as 
the two world wars had been. The histon- 
cal asymmetry in the prionties ot post-war 
reconstruction and post-colonial nation- 
huilding was operationally manifested by 
the facilitation by the cold war globul 
system of relative .secunty, ecoriomic 
prosperity and political stability in North 
Amenca. Europe and Japan at the cost of 
wars, threats of war and domestic ropres- 
.sion in the third world - accomparued by 
.such economic growth as was permitted 
by foreign aid to regimes of military and 
civilian oligarchies [Ray 1996]. 

The end of the cold war is yet to manifest 
Itself through any dent to these entrenched 
ancien regimes in the third world or in 
numy countries of the former second world 
despite their ‘itemociatic’ transformation 
through elections. This may explain the 
persistence of wars, warthreats and prepa¬ 
rations. ethnic divisiveness, rebgious fa¬ 
naticism, social violence, crime, drugs and 
the threat of famine in these regions 
coexisting with economic prosperity and 
political stability for the victors of the cold 
war. Globalisation through economic 
liberalisation and cultural homogeneity 
has spawned fresh complexities, at the 
cost of justice and critical security within 
the global system. This is manifested at 
various levels of concern to individual, 
groups, communities and states 

For example, globalisation through 
transnational corportfions has created 
networks ofglobal interdependence within 
hierarchies of national sovereignties. 
Global transnationals still fly theirnational 
flags. General Motors, 1MB. Rolls Royce, 
Siemens. Sony and Toyoto. for exttivle. 
are still dieir respective national 'nagsUps' 
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as diplomatic instruments they, have as¬ 
sumed greater legitimacy in the era of 
globalisation Such corporate power con- 
trolling technology, management, capital 
and consumer preferences has a leverage 
greater than that of many weak states with 
raw materials and labour as their only 
bargaining power and competing with 
many others for corporate favours Such 
unequal leverage cannot be the basis for 
global ‘interdependence*. It has created 
hierarchies of slate .sovereignties within 
the post-cold war global order 
The Bretton Woods sy.stem of the post¬ 
war capitalist world created an international 
economic order with a built-in propen.sity 
for the continuous transfer of capital from 
the ‘south' to the ‘north' (Brandi Com¬ 
mission Report. 1980). Complementing 
the cold war global system, and its inlor- 
mation and intellectual hierarchy, the eco¬ 
nomic order sharpened the inequalities 
inherited iroin the colonial era 
The economic ordci that emerged alter 
the Itruguay lound of negotiations under 
the General Agreement on Tanffs and 
Tiadc has been in conformity with the 
post-cold war power hierarchy Thanks to 
the convention on intellectual property 
rights, forced on the ‘third world’ by the 
h'und-Bank duo. some traditional oriental 
medicines have alieady been appnipriated 
hy western patents In return, western 
lonsunier preferences and American cul¬ 
ture and taste have llroded the world 
market, undermining young people's 
lespcct tor traditional liiestyles across the 
woild and accentuated the generation gap 
in many non-western siK'tetics 
By etfectively cointnunicating western 
consumer prclcrences as the mam meta¬ 
phor of a superioi liiestyle, the new 
globalisation process has accentuated the 
global hiciarchy ol sovereignty Wliile 
making the transnationals more attiactive, 
and hence more diffi< uli to bargain with, 
ithasmadethe ‘greencard’ and the ‘green¬ 
back' the most subversive instruments ot 
nauonal sovereignty across the world 
In the countries ot the erstwhile third 
and .second worlds, the middle class pro¬ 
fessional elite and the working cla.ss are 
now divided between those who have the 
‘green card' and those aspinng to have it 
Those outside this context now seek to 
salvage their sell-esteem, some through 
local enclaves ot American-style malls, 
plazas and discotheques and others by 
symbolic gestures of prole.st This creates 
new siKial and political tensions The 
conflict between tradition and mtulemity 
in the third world, continuing through the 
colonial ciaand accentuated by the cold war 
process of globalisation, has sharpened 
Religious fanaticism, ethnic divisiveness 


and regional tensions, stoked as instru¬ 
ments of the cold war, have found new 
symbols of the 'other' to survive. 

But the most cntical adverse impact oi 
this process of globalisation is m the sphere 
of ‘human resources' - which encom¬ 
passes technology, management, educa¬ 
tion. health and creative arts. The best ot 
talents in most spheres of creativity after 
acquinng their skills in the subsidised 
educational institutions of the third world 
- and now the second - arc attracted to 
the promised utopia, in exchange for the 
mediocre talents ol transnational execu¬ 
tives from the west In the new pnicess 
of globaltsation, the third world is the 
major source ol tree skilled manpower lor 
the industrial countries and their trans¬ 
nationals Apart I rom the substantial capital 
transfer involved, there is a long-term 
impact on the global intellectual hierarchy 
to tcckon with This impact cannot exactly 
be conducive to universal justice 

Despite such adverse impacts of the 
hcstorical continuity in globalisation, the 
end ol the cold wai has enabled concerns 
around dcnuH'iacy, human rights, gender 
quality and environment to surtace within 
the mainstream ot international relation, 
on both the n|ieiational and scholarly 
planes Some ol these spheres ol concern 
have also spawned global networks ot 
non-governmental organisations (NGOs) 
with motivated and skilled cadte Such 
sphen's include gender justice, human 
rights, environment and other concerns 
affecting the ciitiial secunty of individu¬ 
als, groups and communities along with 
those of sovereign states and beyond 

Within the historical process ol globali¬ 
sation motivated hy capitalist accuniula- 
lion, these concerns, oi their globalisation 
can no more seise ns inspiiation for the 
new globalisation ptoccss than Ihe schmWs, 
ho.spitals, mads and democratic upsurge 
in the colonics did lor the colo.iial pmcess 
ol globalisation or the modernisation of 
the third wui Id lor cold-war globalisation. 
Hence, the need tor caution against any 
temptation to o\ erdetci mine their salience 
or durability 

Yet. the glohalisaiion of such concents 
have opened new options for ju.sticc in 
intcmaliunal relations, paiticularly in .states 
where dcmocialic politics is inadequate 
cither to ret led these concerns within tlurir 
political disci'urse oi operationalise them 
in public poluic.s For example, gender 
justice, human lights, child la^iur, defnr- 
e.slation and diug traffic in many tradi¬ 
tional siKicties .mil undentevclopcd econo¬ 
mies now have global constituencies 
against regional (both intra- and inter¬ 
state) iascnsitivitics, corrupt governments 
and powerful local vested interests 


This tsalsn valid forthedemocratisation 
process encouraged in the third and second 
worlds hy the co-ordinated policies of the 
donor agencies in the western world. It is 
a welcome change tmm their earlier sup¬ 
port to third world modernisation through 
military, civilian and feudal oligarchies 
along with their revivalist religious and 
ethnic dume.stic support bases It should 
be noted, however, that the potential of 
entrenched oligarchies lot democratic 
transformation through external inspira¬ 
tion IS limited Even under more la vourahle 
circumstances of economic giowih the 
democratisation of European am ten re¬ 
gimes UHik a long time to gcnciatc a selt- 
gcneraling momentum The structurally 
inequitable global sy.stem. ngidly con- 
tmllcd by the nch and the powrriul is not 
exactly conducive to the democratic irans- 
lormation of its pcnjihcry 

Fot example, the Fund-Rank ‘condi¬ 
tionalities' whii h compel the new democ¬ 
racies to wiihdiaw financial subsidies for 
the public distnbulion oi essential com¬ 
modities, public transport oi education, or 
those which iorcc industries to letreiwh 
surplus laboui without any ‘saicly nets' 
do not facilitate the resolution ol the 
resultant social conflicts through dcino- 
cralic institutions Even the li ansiiion Irom 
the defence led development ol tlic cold 
war era to the new path ot development- 
led cntical security has not been without 
hiccups - even within the resilient demo- 
ciatic prtK'css, as the post-war expencnce 
of the II.S vcould testify [Horowitr 1971, 
Mills I97R| In many ol the third world 
military allies ot (he 'tree world', the 
military eslahlishmeiUs aic khi powerful 
even dtler the cold war to be easily induced 
to accept dcicnce euts 

These historical liabilities within the 
‘junkyards' of the cold war global system 
are not easily adaptable lo the compulsion 
ot (k'lniK I alic transtormation. less so within 
a global system that rccuncntly manilesis 
uisjunciHin between the concern lor jus¬ 
tice on the domestic plane and that on the 
inicmaiional plane 

IV 

Conclusions 

Despite such limitations, it might he 
worth our while to direct our attention to 
the building of a global consensus, ideally 
through the network of NGOs around 
noimativc principles and in.stiiutions 
which have considerable legitimacy 
Three areas come immediately to mind 
(ijdcmocratisation of the ON system as 
the 'centre lor harmonising the actions >*1 
humanilv' .particularly its social, economic 
and humanitarian institutions of umvetsal 
justice, (ii) ensunng the cniorccmeiu of 
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tilt* Universal Declaration of Human 
Kitihts. both through the UN and through 
NtlOs, and (iii) ensuring regional dcvcl- 
opmenl and external tunding on the basis 
ot the index ol human development at the 
national level, with N(.iOs monitoring it 
Along with tliese broad rubnes, gendt'r 
justice and envinmmental protection need 
special emphasis 

But to he an eifective catalyst ol such 
moves the scholarship ol inteinalional 
lelatums needs to take a ciiiical limk at 
the state ol the discipline and its lesouiie 
base To he able to undermine the "statist 
letishisin' ot itsopc'raiion, it must insulate 
itselt liom the "statist letishism’ ol its 
soutces ol inloi mat toil and data, .ind also 
then "quaiUitativi letishism' As soiiices 
ol iiilormation (he state and the main 
stieammedia.even wiihmthe "tree woiId’ 
have proved to he paiiiculaily vulneiabfe 
to disinloriiiation aiound ranon d cuii 
as duiing the Mc('aiih\ eia in the U.S 
riic content ot the social and htiinan 
sciences could be exploit'd toi a possible 
lesoutce base ol mlernatioiial lelatioiis 
III order lo iiiLiiiucenl the special seii- 
siliviiy ol soveieigii sl.iles on issues le- 
lalc'd If' iiileiiiatioii.il lelalions Non 
goveinmenl.il oigaiiis.itions could be a 
new source oi einniiKal data loi imana 
iHMial lelutions 

The (lealive and visual arts, aie iinp'>r 
taiu as soiiieesol einpiruai leaiitv within 
inicinational relation thev have .iheadv 
been accepted as such in the sotial and 
human scicnees Picassos (imniua 
C'haphn's tilnis on the siKial lealil) ol 
economic depiession and llu- lliioshini.t 
war memoi lal. despite Ih'iiil’ uiiqu.iiililn .1 
are no less convincing eviden e ol ein| ii i 
cal leality than ollicial aicliives ,Siiiii 
larly. the tilms ol .Satvajil K.iv oi Minial 
.Sen are no less convmcing evidente <d 
Indian .social leality than the quanliticd 
ollic'ial data It lequites cie.itivc' iin.igiiia- 
tioii to incorporate such inputs iii the 
scholarship ol international relations But 
as souices t»l justice in inteniational re- 
lalioiis ihev have a potential laigei than 
what the quantilicd olticial lecoids have 
so lar ptovi'd lo have 

Kealisiii III miernational relations has 
stokc'd powei politics and led to the ac¬ 
cumulation oi bombs and missiles in the 
iiitelleciual aisenal as well Some dilution 
of this garbage through culture may pio- 
\ ick' the hlucp.'int tor a universal compos 
ite culture It dominance proves to be tcM> 
powei III! to Ih.' undeiimncd by .scholar¬ 
ship, wc can at least ilenl its undeserved 
esteem ot itscii as an iioUiimcnt ofjustiee 
But lor that, we need to lediscover our 
own innocence a id to be' able lo say ‘The 
king Is naked" 
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DISCUSSION 


argues foi a change in the paradigm ol 
development 

In a general sense, all development, 
seen as a natural process, tends to dis- 
place/rcplac'c relations be they in the 
domain ot knowledge, property or culture 
In other words, any development is ne¬ 
cessitated by the need to displace a pai- 
ticular relation, eititer because the relation 
IS untenable or the relation cannot be 
.su.staincd To that extent both arc the 
dimensions of the same process involving 
change Howevet, in the Indian context, 
(he two pnicesscs .seem to be distanced 
both in tunc and .space. The .segment ot 
population that is ‘developed’ by irriga 
(ion ot a dam is dillcrent from the segment 
that is ‘displaced* by the dam. Further. 
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the segment that is displaced has to 
wait for a considerable time to get re¬ 
integrated. into the widei economy/ 
society as a part of the rehabilitatton-cum- 
rescttlement policy, wherever one such 
exists. 

The interconnection between displace¬ 
ment and development gives the basis for 
the idea ol inevitability oi displacement 
and thus a ju.stihcatu>n tor developmental 
projects to be initiated without much 
thought for the dtsplaccd and their deve¬ 
lopment It IS invanably a rehabilitation 
and resettlement policy and the cntiic 
process is taken as a necessary evil and 
cost, which need to be minimised Fhc 
rehabilitation procevs uses the siae appa- 
lalus. the legal appaiaius and generally 
treats the displaced .is a law-and order 
problem raihei than as a part of cuMtive 
development process In such a scenario, 
the suggestion of Palkar to link develop¬ 
ment and displacement is a welcome 
departure in an othet wise iruncau^d debate 
on rehabilitation policies 

If development is seen as a problem 
solving piiKess. the attempt hithcito has 
been to locate the |>roblenis at the 
aggregative level rather than in the rela¬ 
tions between people. The lainiliardebate, 
heightened by the ‘Tigei aping' pioccss, 
in tiu' lust decade, on the lack ol sufricicnt 
capital, low rate ol saving, highlights the 
predicament (Jtherwi.se, a plethoia ot 
piohleins ot lack of development, tech¬ 
nology. local agiic'ultural growth, etc, 
torm the debating issues while discussing 
development projects .Seldom is the 
problem lack ol full employment tor the 
people The excessi ve emphasis on capital 
and thus the monetised form oi saving, as 
a major KHil/instrument of devciopniunt, 
re.solves the problem ol capital as the 
problem of the Indian ceonoiny/pcopic 
This aggregative view, a view which 
owners of capital endorse, relegates the 
problem ol the people, whose ownership 
rests largely on their capacity to labour, 
to the background and thus ignoms the 
possible solutions they have and the 
possible hurdles they face in fructilying 
the solutions Capital instead ot serving 
as an instrument, becomes an end in 
Itself, creating a capital fetish As Patkar 
nghtly points out. "The struggle and 
issues thereof assume greater importance 
in view ot the present development 
policy and the onslaught of national and 
international capital in the age oi so- 
called liberalisation, gl.ibalisation and 
privalisatron". 

The colonial penod has produced a vast 
.segnamt ot displaced people. The lore.st 


resources, the nver systems and the min¬ 
eral base that attract the ‘developmental 
projects' have already seen a ‘displaced' 
segment of the Indian srKiety. In the Indian 
context. It IS of intciest to note that most 
ol the dcvclopmciiial projects are located 
in the most backward aieas and populated 
by various small nationalities - otherwise 
called inbals Tliesc segments, with the 
enactment of land settlement laws, forest 
laws and commcuialisation ol forest 
pioducts and niiiierals. Iiavc undergone a 
nietaniotphosis. whcie legally the access 
to the V.UIOUS natural lesources aie denied 
and these segnu'iiis arc treated as a hos¬ 
tages within then environment The cx- 
tiemcly produciisc labour ol these seg¬ 
ments makes .in ‘illegal' living in the 
hostile cnviroiinieiil ol the statc-rcpic- 
sented by ihc levcnuc-policc-lorest dc- 
paitmcnts Anothei pioduetivc .segment, 
was also a p.iii ol displacement due to the 
ptocess of de iiidiistiiali.sation and forced 
commercialis.iti(in of agriculture - this 
comprises the ditleicntiated peasantry, 
the artisanal gioups and the tiuditional 
service gioups The colonial system de¬ 
nied a vast nujoiity ol tlicm ihe access 
to the tesoiiiu-s. .md/or access to markets, 
traditional oi iikhIci n. reducing them from 
the status ol pioducors to that ot 
liiboureis in .igiiLulluic .iiulsomeol them 
spill out inlo iiulustiy A vast lonlingent 
ol the nital popul.ttion, consi.sted ot thc.se 
displaced people, at the tune ot indcpeii- 
dencT and loniiiiiied to he so even atlei 
SO years MomIv illiterate, superstitious 
and coiitiolled by the local Iciidal inier- 
e.sts. the obj.’iiiNe need for development 
and the cupai.il} to develop are hcic in¬ 
deed linked I his can hr* undeisiiKKl iioin 
the puiitii.al iiiovements that spring tioin 
here and tlie aeaiively involved woik ot 
some NGOs I'hese displaced scgnienis. 
which all* already marginalised, get 
destituted luiiiicT by the developmental 
pnijccts 

'Iliurc IS an in gent need to ltK.ite the 
cieative enciyies ol these pi*oplc in allei- 
native lonn-. ot organisation, which can 
lonn a nucleus loi .in alternative paradigm 
The lonn leiessaiily has to convert the 
existing i leativiiv oi labour into an econo¬ 
mic suiplus which can torm a belter 
instrument loi dewlipnent. coinpaicd to 
tlie nK)tie(is..d sav mgs ol Ihe capital para¬ 
digm A inoveiwiil away from capital to 
l.-ihoiir IS a i/ne qua non ol the alternative 
patadigm 

The nolion <>t development so long is 
contextualised iii development projects 
like dam, industry In that context the scale 
ol operation ol these foims ol develop¬ 


ment poses one big hurdle m achieving 
the content ot development hidden in 
these lorms. when the .scale is large The 
exlreme dependency which such large 
piojcil nceessitale, on the speciali.sed 
expens and Ihe laigc teumdittlculty inco- 
oidinatmg, monitoring and accounting, 
leaves the afleeted populaiion, atfected 
by the laige piojecis as onlookets w'ithout 
a say eithei in pt.inniiig oi in implementing 
Ihc piojccl. In that sense Ihe si..iliiig down 
ol the piojc‘cl as sugju-sied h> Patkai, has 
piiteniially gicaler meaniiit' The juocess 
ot sealing down <in exisini}.’ lechnology, 
gives greater seojK' to inleinalisi' the 
technology, inlemaliscd by the smicty 
gelling ailei ted so that the lechnology can 
he lemodeled lesiiuelured to suit the 
lesouree base and has .ilso gicaler jmten 
Hal to gel leproduceil I'lie pioees-s ol 
inicinalisalioit of lei linologv lu> also the 
henelit ol pioviding social conttol over 
the goiMl and the b.id ol Ihe piojeet. as the 
inioimalion p.iekage gets pixcntially 
jiasscd liomexpcitsandtheii co-ordinating 
teams to ihe alloited jn-ople in ease ot 
iaige piojects the |)ossibiliiv ot misintoi 
m.ition being p.issed on as iniotmaiion is 
indeed gn'al 

Howevertheieisuialchhere 'ITiesmall, 
though II mav look biMutilul, can Kroine, 
oppiessive also, il the small eominnnity 
that the piojeci seives is a heteiogeneous 
community with landed interests lontiol- 
lingthccommiiniiy Ttieeontrollingjiowct 
111 the small vill,igeiommuntliesollen rests 
with Ihe poweifiil landed genltv wheic 
the power ovei jn'ople both physical and 
mental, i.s evercised due to the heavy 
loneeniialion ol land and land based 
mstitulions by a lew individuals In suth 
sitiialions Ihe jiiojecls are eithei .scutlled 
or the benelits iliiectly or indirivtly coi- 
nca-d by landed inien-sis while the costs 
aie hotne by the whole community 'I'he 
social lontiol and .icie^s lo inioitiiu.ion 
pel.s limned to the landed mleresis ignin- 
ing the needs and capaciltcs ol the 
laboui ing people Thus lesloring access 
■>1 natural resources lo the iabouiing 
population comes out in sinh a context, 
as a part of the develomental jiiocess. 
without which small also lan be oppres¬ 
sive and bypass the alioaily displaied 
segments 

The shilt m the patadigm ol develop¬ 
ment, whii'li wu.> a juit ot iniellectual 
debate earliet and is being lotced again 
by (he agiMtions ol Ihe displaced, look 
a 'Icioiiy' piojecl in llie presi'iu-d.iy 
woild, but juissibly that is the agenda, 
the details ot which need lo lie woiked 
out 
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BANQUE NATIONALE DE PARIS 

{Incorporated in France widi Limited LiabUity) 

INDIAN BRANCHES 


(Amounts in thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH .?/. 7999 


1998 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1999 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and surplus 
Deposits 
Borrowings' 

Other liabilities and 
provisions 


2 10.000 10,000 

a 1,881,674 1.568,283 

4 9,240,433 7,817,513 

5 9,606,044 8.334.138 

6 591.949 697.049 


21,330.100 18,526,985 


INCOME 

Interest earned 
Other income 


EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 


ASSETS 

Cash and balances with 
Reserve Bank of India 7 

Balances witl< banks 
and money at call and 
short notice 8 

Investments 1(c) & 9 

Advances 1(d) & 10 

Fixed assets 1(c) & II 

Other assets 12 


Contingent liabilities 
Bills tor collection 


i 

1,121.717 

984.285 

contingencies 

PROFIT 

2,834,354 

3.512,522 

Net profit for the year 

Profit brought forward 

9,671.028 

5.953,890 

834,940 

914,171 

6,734,735 

5.819.724 

804,007 

671,712 

APPROPRIATIONS 

— 

- 

Transfer to statutory reserve 

21.130,100 

18,526,985 

Transfer to remittable 


■ * 

surplus retained account 

18.831.330 

23.959,257 

Remitted to head office 
Balance earned forward 

2,278,976 

2.608,336 



14 1,878,523 

15 275,010 


16 1.208,619 

17 468,075 

18 251,762 
T928^ 


225,077 

223,390 


45,016 

221,064 

182,387 


448,467 


1405,708 

274424 


2,153,533 1.780432 


906,125 

363,732 

329,008 


1,598.865 


181467 

246,099 


448,467 427.466 


36,274 

147,298 

20404 

223,390 


The accompanying notes are an integral part of this balance 
sheet 

Artliur Andersen & Associates 
Chartered Accountants 

Sd/- 

Narayan K Seshadn 
Partner 


Mumbai 
May 19. I‘W9 


The accompanying notes are an integral part of this statement. 

Banque Nationale dc Pans 
Indian Branches 

Sd/- 

Jonathan Lyon 
Chief Executive and 
Country Manager 
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BANQUE NATIONALE OE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31. IW9 
(Amounts in thousands of Indian Rupees unless otherwise stated) 


nurkM value Carrying coa includes die discount accnied on 
a ttiaighl-luie basis over the period to maiuiiiy Maikei value 
M deieimuied on die basis of last available stock exchange 
quotations at year-end Where such quotations arc not available, 
die debentures and bonds arc valued at carrying cost Net 
depreciation, if any. is provided for. net appreciation, if any, 
IS Ignored 

(d) AdvaMCS 

DouMiil advances are idenbfied by penodK appraisals of the portfolio 
by numagemenl, and appraprute provisioos are made The related 
inieicsi on such doubtful advances is credited to an uiteiesl suspense 
account and not accnied as mconie until received Advances are staled 
deduebon of specdic provisions and interest in suspense 

(e) naad assets and depicdalion 

(i) Fixed assets, other than premises, are staled at cost less 
depiectation 

(it) The Bank had revalued ns entire premises at March 31,1993 
by Rs 373 4 million and us pienuses at Mumbai at Mar^ il, 
1995 by a further Rs 337 7 rmllioo based on their maikel values 
determmed by a Goverament rcgisieied valuer The surplus 
arisiag out of such levaluatioos had been credited to a revaluation 
reserve 

(til) Depreciation on premises is pravidcd at 1.63 per cent per annum 
on the straight-line method. The difference between the depre¬ 
ciation so determined and the depieciation computed on the 
original cost is transfened from the levahialion reserve to the 
profit and loss accoum 

beprecumon, on all other fued assets, is provided on the di¬ 
minishing balance method at rates ranging between 10 and 60 
per cent per annum Depreciation on additions made after 
September 30, t9Wia provided for half die year No depreciation 
IS provided on assets disposed off dunng the year 

(I) Ret fremen t hcMlIta to staff 

.The Bank has created separate recognised funds for providem fund, 
pension and giatuny benerns to employees tension and giatmty 
oenefits are fUly provided baaed on an actuanal valuation at year- 
end by an independent actuary 

Uability for leave encashment benefits is provided m respect uf the 
entire encashable leave balance at year-end 


1. Summary of .SIgullIcnnI Aceonaling MIdcs 
(a) General 

The accompanying financial statements are prepared under the historical 

oostconveitKiilasniadifiedby note l(e)(ii)below)aodoaBfaimiosiaiuuiiy pio- 

viswns and practices prevaihng widun the bankmg industry m the country 
(h) Tmnaaftinns iavoh^ for^ cMhaagc 

(i) Monetary assets and liahbties aic translated at the exchange rates 
noofml by the Foreign Exchange Dealers' Associalion Indu 
CFEDAT) at year-end and the re^ng profits or losses are unludnl 
in the profit and loss account 

(ii) Income and expenditure items are translated at the exchange rates 
prevailing on the date of the transactioo 

(III) Outstanding forward exchange contracts and qwt contracts are 
revalued at rates of exchange notified by FEDAl for specified 
mahinties and the resulting profits or losses are uicluded in the 
profit and loss account 

(iv) The premia received or paid on crou-cunency options, which have 
been entered on a back-to-back basis, are recognised in the profit 
and loss account as ‘Net profit on exchange transactions' on a 
straight-line basis over the tenor of the option 

(v) Contingent liabiltty in respect of outstaodmg forward exchange 
contracts and cross-cumney options, guarantees, acceptances, 
endoisemenu and other obligations are slated at the spot rater of 
exchange notified by FEDAl it year-end 

(c) Investments 

(i) Investments in Government and other approved seconiies, in¬ 
tended to be held to maiunly, are valued at cost. In case the cost 
price IS higher than die face vahie, such premium u amomsed over 
the penod to redemption Where the cost price is less than the face 
value, such discount is ignored 

Government secunties, other than treaauiy bills, not intended to be 
held to maturity, are valued at lower of cost and market value Cust 
excludes the interest paid up to the date of purchase and brokerage 
paid on acquisition of such secunties Mailret value is determined on 
ihebasisoflastavailablemaikeiquoiationsalyear-cnd Netdcpieci- 
aiion, if any, is provided for. net appreciation, if any, is ignored 
To comply with a circular issued the Resme Bank of India 
(‘RBI’). Banque Nationale de Fans - Indian Branches ('the Bank') 
has. with effect from Januaiy 1. 1999, changed us policy of 
deteiminingacquisilioncostof secunties toexcludeinteiest accruing 
up to the date of the transaction ('broken period interest') Had 
die Bank not changed its policy of determining such cost. Invest¬ 
ments at year-end would have been higher by Rs 13.843 and, 
concspondmgly. Other assets - Interest accrued would have been 
lower by the same amount 

Consequent to the above change, the Bank has also changed its 
basis of dettnninmg profit or Im on salehedemptioo of stcuniici 
Profit or hMs on s^redemption of secunties is now deteimined 
after excluding broken penod fflterest from the sales proceeds Had 
the Bank not changed its pobev of determining pr^it or loss on 
sale/redemption of securiues, Nei profit on sale of secunties for 
the year winild have been higher by Rs 15,324 and Income on 
invesunents lower by the same amount 

The above changes M acetwnung policy do not have any net impact 

on the Bank's net profit for die year 

(ii) Treasury btlls not intenried to be held to mauinty and commer¬ 
cial paw arr valued at carrying coat, which mcludes discount 
accnieo on a straight-line basis over the period to.matunty 

(III) Shares are valued at lower of cost and market value Market valor 
IS determined on the basis of stock exchange quotatioos at year- 
end Where such quotations are not available, market value is 
determined on the twis of the book value computed from the latest 
available balance sheet of the ctknpany Net depitcutioo. if any, 
IS provided for. net appreciauon, if any, is ignored 

(iv) Deheniures and bonds arc valued at lower of carrying cost and 



2. Capital 
Capiul 

DeptMit kept with the Reserve Bank 
of India under Section 11(2) of 
the Banking Regulation Act. 1949 270,000 

3. Reserves and Surpiiis — ~ 

Statutory reserve 

Opening balance 237.732 

Additions during the year 45,016 

Closing balance ~282.748 

Remittable surplus retained account 

Opening bMance 537.373 

Additions dunng the year 221,064 

Closing balance 758,437 

Revaluation reserve 

^lening balance 669,790 

Transfer to profit and loss 
account ( 1 1.688) 

Closing balance 658,102 

Balance in profit and loss account 182,387 

1.881.674 


201,458 

36,274 

23T,732 


390,075 

147,298 


537,373 
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BANQUE NATIONALE DE PARIS 

{Incorporated in France with Lumted Liability) 

INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31. 1999 
(Amounts in thousands ol Indian Rupees unless otherwise stated) 


1998 

4. Deposits 
In India 

Demand deptMits 

From banks 4,17‘i 6.020 

Erom others 2,541,101 2472,.504 

Savings bank deposits 286.624 168,609 

Term deposits 

From other than banks 6,408,53.5 5,170,580 

9;246,'4.55 7,817.513 

5. Borrowings - 

In India 

Reserve Bank of India 407,61H) 

Other banks 4.562.5(H) 5,0|4,459 

Other institutions and agencies 4,354,600 .5.257,300 

Outside India . 281,344 62,399 

'9.606,044 8,3 54,138 

Secured borrowings included above 

6. Other Liabilities and 
Provisions 

Bills payable r7.979 168.697 

Inter-office adjustments (net) 41,645 51,947 

Interest accrued 167,179 245,019 

Others (including provisions) _245,I48 231,.586 

' 591,949 697,049 

7. Cash and Balances with - - 

Reserve Bank of India 

Cash in hand (including 

foreign currency notes) 12.500 9.194 

Balances with Reserve Bank of India 

In current accounts 1,109,217 975,091 

l.‘l21JI7 984,285 

8. Balanres with Banks and Money 
at Cali and Short Notice 

In India 

Balances with banks 

In current accounts 48,800 8,969 

Outside India 

In current accounts 494,334 5()4,4Sg 

Money at call and short notice 2,291,220 3,199,095 

2,834,354 3.512.522 

9. Investments —- —---- 

Gross investments in India 9.702,056 6.7' 5,484 

Less. Depreciation in the 

value of investments (3l_.p28) (50,749) 

Net investments in India 9,o71,028 6,7^4.755 

Net investments, in India comprise ~ ----- 

Government securities S. 156,066 2,851,562 

Other approved sccuntirs 16,177 20,437 

Shares 150,230 100,250 

Dcben*ures and bonds 4,150,601 1,608 601 

Commercial paper 197.954 U54,105 

9j671.028 '6,734^735 

liirlii,lnl in Uir ihnvr m .lovemninii Kcuntm purchased under irady forwjrd IranULliont 
apfr'palinp Rr :4(lfln0 1 19911 - Ra 177 MOI 


1999 1998 


10. Advances 



(a) Bills purchased and discounted 

673,800 

402,025 

Cash credits, overdrafts and 



loans repayable on demand 

3,375,407 

4,393,365 

Term loans 

1,904,683 

1,024,334 


5,953^0 

5,819,724 

(b) Secured by tangible assets 

4,257,201 

4.092,428 

Covered by haw 



Government guarantees 

331,152 

445.947 

Unsecured 

1,565,537 

1,281.349 


5,953,890 

5,819,724 

(c) Advances in India 

— 

; - — - 

Pnority sector 

1,777,650 

1,989,162 

Banks 

2,040 

204 

Others 

4,174,200 

3,830,358 


^953.890 

.<819,724 

As M March 51,1999. non performing advance,, net of provisions and recoveries. 

conslKule 0 65 per cent ( I99X - Nil) of advances, net of provisions and recoveries 

11. Fixed Assets 



Premises 



At book value. 



Beginning of year 

765.816 

745,319 

Additions during the ycai 

51,435 

20.767 

Deductions during the year 

- 

(270) 


817,251 

765,816 

Depreciation to date 

(.56,659) 

(43,667) 


760,592 

722,149 

Other fixed assets (including 



furniture and fixtures) 



At book value 



Beginning of year 

I49..500 

114..540 

Additions during the year 

27,154 

44,850 

Deductions during the year 

(17,278) 

(10.090) 


159,176 

149.300 

Depreciation to date 

(87.893) 

(71,630) 


71,283 

77,670 

Capital work-in-progress 

3,065 

4.188 

Net book value 

834.940 

804.007 

12. Other Assets 

- 


Interest accrued 

173.523 

120.125 

Tax paid in advance/tax 



deducted at source (net) 

127,450 

95,529 

Factored assets 

28.307 

- 

Stationery and stamps 

262 

209 

v/KIICI B 1 

Advances to employees 

146,782 

126,398 

Deposits 

345,966 

279,343 

Prepaid expenses 

67,719 

39,575 

Others 

24.162 

10,533 


914,171 

672,712 


l.57« 
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BANQUE NATIONALE DE PARIS 

(Incorporated in France wtdi Limited Uahilitv) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1999 

(Amounts in thousands of Indian Rupees unless otherwise stated) 


13. Contingent Liabilities 
Claims against the Bank not 
acknowledged as debts 
Liability on account of 
outsunding forward exchange 
contracts 

Guarantees given on behalf 
of constituents in India 
Acceptances, endorsements 
and other obligations . 

Other Items for which the 
Bank is contingently liable 


12,135,854 

2,443,626 

4,005,223 

241,220 


19,078,525 

2,559,764 

2,158,499 

156,957 


18,831,330 23,959,257 


(a) Included in outstanding forward exchange contracts are cross¬ 
currency options bought/sold by the Bank with an aggregate 
notional principal of approximately Rs 23 27 million (1998 - Nil) 

(b) In respect of guarantees, acceptances, endorsements and other 
obligations disclosed above, the Bank holds deposits aggregating 
Rs 532,647 (1998 - Rs 145.367) 

14. Interest Earned 


Interest/discount on advances/bills 

834,222 

808.834 

Income on investments 

946,172 

563.431 

Interest on balances with 



Reserve Bank of India and 



other inter-bank funds 

90,748 

89,958 

Others 

7,381 

43,485 


1,878,523 

1,505.708 

15. Other Income 



Commission, exchange 



and brokerage 

115.427 

121..588 

Net profit on sale of investments 

26,915 

49.848 

Premium amortised on 



permanent investments 

(11) 

(2.101) 

Net loss on sale of land. 



buildings and other assets 

(1,236) 

(2,421) 

Net profit on exchange 



transactions 

120,120 

90.932 

Miscellaneous income 

• 13,795 

16.678 


275,010 

274.524 

16. Interest Expended 



Interest on deposits 

701,618 

453,193 

Interest on Reserve Bank of India/ 



inter-bank borrowings 

494.180 

425,014 

Others 

12,821 

27,918 


1,208,619 

906,125 


. " 'T 



17. Operating Expenses 
Payments to and provisions 

for employees 202,919 144.785 

Rent, taxes and lighting 73,427 64,905 

Prinung and stauonery 8,580 6.520 

Advertisement and publicity 3,238 6,742 

Depreciation on the Bank's 

property 32.948 17.496 

Local Advisory Board members' 
fees, allowances and expenses 30 23 

Auditors' fees and expenses 1.450 210 

Law charges 815 398 

Postage, tdegrams, telephonc.s, etc 17,755 10,355 

Repairs and maintenance 32,778 21,631 

Insurance 7.047 4,776 

Head Office charges 19,933 27,650 

Other expenditure 67,155 58J!41 

468.075 3637732 

18. Provisions and Contingencies 
Provision for non-performing 

assets 1,799 50,762 

Provision for income-tax 211,900 211,804 

I^ovision for deprccution on 
investments 7,982 50,749 

Others 30,081 15,693 

2517762 '329!o08 


19. Capital Adequacy Ratif» (in per cent) 

Tier I Cs^ital 6 92 6 24 

Tier II Capital 2 17 2.56 

Total Capital 9.09 8 80 

The above capital to nsk a.sscts ratios are determined on the 
basis of circulars issued by the RBI 

20. Business Ratios 

(a) Interest income as a percentage 

to working funds 11 87 1195 

(b) Non interest income as a 

percentage to working funds 1 74 2 18 

(c) Operating profit as a percentage 

to working funds 3 01 4 05 

(d) Return on assets (net profit as a 

percentage to total assets) I 06 0 98 

(e) Business (deposits plus advances) 

per employee 46,566 .39,498 

(0 Profit per employee 684 591 

21. Prior Year Comparatives 

The prior year financial statements were audited by a firm of 
chartered accountants other than Arthur Andersen & Assnci- 
ates. Prior year amounts have been reclassified wheicver 
necessary to conform t.i the current year s presentation 


Economic and Political Weekly May 29. 1999 


1.379 









BANQUE NATIONALE DE PARIS 

ilm orporuieil in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report on the Financial Statements under Section 30 of the 
Banking Regulation Act, 1949 


Wc have examined the balance sheet ol Banque Nationale de Paris - Indian Branches (‘the Bank’) as 
at March 31, 1999 and the related nrufit and loss account for the year then ended Our examination 
was made in accordance with generally accepted auditing standards and, accordingly, included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the cir¬ 
cumstances. We have also obtained ail the information and explanations which, to the best of our 
knowledge and belief, were necessary foi the purposes of our examination and have found them to be 
satisfactory 

in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 (‘the Banking 
Regulation Act’) and the provisions ol sub-sections (I), (2) and (5) of Section 211 and sub-section (S) 
of Section 227 of the Companies Act, 1956, (‘the Companies Act’), the financial statements are not 
required to he. and are not. drawn up in accordance with Schedule VI to the Companies Act. The financial 
statements arc. therefore, drawn up in conformity with Foims A and B (revised) of the Third Schedule 
to the Banking Regulation Act 

In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
ol the Bank as at March 31, 1999 and of its profit for the year then ended 

Furthermoie, in our opinion, 

(a) the transactions ol the Bank which have come to our notice have been within its powers; 

(b) the balance sheet and the piofit and loss account ate in agreement with the books of account, have 
complied with the accounting standards referred to in Section 211 (3C) of the Companies Act, insofar 
as they arc not inconsistent with the Banking Regulation Act and the method of accounting prescribed 
by the Reserve Bank of India, and give the information required by the Companies Act in the manner 
so required for banking companies, and 

(c) the Bank has maintained proper books of account as required by law insofar as appears teom our 
examination of those books 


Arthur Andersen A Associates 
Chartered Accountants 


Mumbai 
May 19. 1999 


Sd/- 

Narayan K Seshadri 
Partner 
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With a 300 years' tradition of industry, the State is confidently moving 
towards the new millennium. 

The leading national and trans-national corporates who have embellished 
the state are Matsushita, Mitsubishi Chemical Corporation, Mitsubishi 
Corporation, Itochu, Marubeni, Sumitomo, Sumikin Bussan, Nissho 
Iwai, Toyo, Siemens, Vesuvius, Caltex, Motorola, ABB, Computer 
Associates, Bayer, Lurgi, Oaelim. Balmer Lawrie, VXL Landis & Gyr, 
BOC, Price Waterhouse, Alcoa, Deutsche Bank, George Soros, TCG, 
PepsiCo India, Tata, SAIL, Birla Group, ACC, INDAL, Exide, Hindustan 
Lever, RPG, India Foils, ITC, Duncan, Gujarat Ambuja... and many more. 

And it IS fast becoming the safest and the most investor-friendly 
destination in India. 
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(A Govt, of West Bengal Enterpnse) 

5 Council House Street, Calcutta - 700 001 
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m.ikin^ Nasi Mtirnb.ii artr.urisi to settlers and investors 
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an assistance «t Rs 100 i rote» towards 'he projeu. 

But more than |ust linaiK ni};, Hiuko esaluares the ilrsign, 
planning and engineering soundness, and tht aonnmic 
vtalttlity oi pro)erts 

Hiidco also assists in designing and building homes, 
by promoting cost-effective and tniiovaiis’e letnnohigies 
ifudeu's role is large, and expanding Tixlav. it tuntribiiies 
tnca|variry building by forging partnerships b<>tweeii pubhe 


and private Ixxhes - front munKiixit loipotaiiuns to NtiOs - 
on managing rite needs of all sections in towns and cties 
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Designed to put an end to the drudgery of keying in and proof reading 
the innumerable tables for statistical analysis detailing National Accounts 
Aggregates. Introducing a CD that has 

* data on National and State Domestic Product 

* real and nominal GDP data, by sectors, with base year 1980-81 

* software capabilities for conducting statistical analysis 

* tools enabling preparation of graphical representations, and 

* next year update with base year 1993-94. 


Spectrum Business Support Ltd. 

India’s leading information Retrieval Company 

Regd Office: 309. Shah & Nahar Industrial Estate, Dr E Moses Road, Worli, Mumbai 400 018 Phone: 91 (22) 
492 9445, 494 9646 Fax 91 (22) 493 0583 Email sbslOvsnl com Delhi : 414, Ansal Chamber II, 6 Bhikaji 
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Pune : Dnyanesh, 54, Panmala, Vithalwadi Road, Pune 411 030 Phone; 91 (0212) 433 0118, 433 0119 
Email-sbspune@vsnl com Bangalore : 101, Kalpak Arcade, 19 Church Street, Bangalore 560 001 
Phone 91 (88) 558 1063,5091112,509 1113 Email: sbsbang@bgl vsnl net.in Calcutta: Saraf Bhavan, 9 Dacres 
Lane, Calcutta - 700 069 Phone. 248 4879 

Demonstration and Order Form available at www.sbsworld.com 
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Power Sector Liberalisation: The Balance Sheet 

The process of inviting private participation in the power sector and the 
problems expcncnced have spurred the rcstiuctuiin^* of the power sector, 
including the formation of Central and State hlcLtticity Regulatory 
Commissions However, some important problems have not ^'cn addrc.ssed. 
Addition to generation capacity without corresponding impiuvemeni of 
transmission and distribution facilities is likely to furtlier undennine system 
efficiency Also, issues like reducing ‘commercial losses’ have been 
Ignored. Above all, the growth-oriented supply-side consumption directed 
paradigm has dominated decision-making in the energy .sector to the 
exclasion of efforts to enhance end-u.se efficiencies. 1427 

Resource Degradation: A User Pei^pective 

Case studies in five diverse natural resource environments in India to 
assess whether (a) access to markets results in degradation of natural 
resources, (h) access to re.sourccs such as water, capital, etc, results in 
intensive use of natural resources leading to degradation, (c) there is a 
link between povcity and resources degradation, and (d) Itxrai institutions 
and clearly and equitably defined property rights arc essential for 
.sustainable common pool resource management 1435 

Sino-Indian Relations after Pokhran 

IndukChina relations deteriorated after India's nuclear explosions China feels 
that the onus is on India to make good the damage India expects China 
to he more scn%itivc to Us security and strategic concerns. It is, howcvci, 
possible for the two countries to temporarily shelve piobicins which are 
intractable and to improve bilateral relations by other means. 1397 


Technology Development 

Development ut us hnological 
capabilities is a vciy complex process 
and there are no ready-m^e policy 
recipes which developing countries 
can follow to tasilitate this piocess. 

A review article exploring the policy 
dilemmas lacing a developing country 
like India in today's global 
economic en vironment_ 1418 

Debt and Growth 

Two views on the relationship 
twlween domestic debt and growth 
have prevailed in economic literature. 
One considcis debt to be a burden on 
future gcnaralmns and the other, 
called the Ric.iidian equivalence 
hypothesis, tepards the effects ol 
debt to be ncuiial to the economy 
However, cmpiiical evidence on the 
issue has been scanty An empirical 
investigation ol the relationship 
between domesite debt held by the 
public and ecoiu'mic growth 
i n India. _ 1445 

Autonomy Sattded 

Disregarding the onginal report of 
the Regional Autonomy Committee, 
the Jammu and Kashmir government 
has tabled an alternative report in the 
state assembly whose proposals 
amount to a total negation of the 
very coiK.'cpi.s of region and 
autonomy 1400 


Withering of Welfare State 

The a.scendancy ot nco-libcial policies 
has led to the decline ut the welfare 
state and had adverse effects on the 
employment situation and the lives 
of worke r s A case study _ 1454 

Farmers without Choice 

Absence ol choice foi farmers dmnmates 
agncultiire in Ihc Telangana icgion 
tn the non-irrigaieJ parts, picsencc oi 
obseme of II well m.iiJiIioiis ihe 
choice ot ciops til ilir imgjtcJ 
areas, taimersare totally ^ovciiied ny 
the water nianagcmciu decisions 
of Ihc state .idminislrolion. 140z 

iiow Reliable? 

lYksc IS .1 gniwmg peivcritiim oi a ste,Klv 
rictciioiation of Ihc qii.thty of India's 
industnal stiUi.stics Is this perception 
w ell lounded'* A Distussuin 14 61 

China's Quest 

China’s quest for nKKiernisation was 
vividly cxpicsscd hy C'lten Duxiu, a 
pioneer ot Ihc May 4th Movemciil oml a 
founder of the Chinese Communist Rally, 
in an open invitation to ‘Mr D' 
(democracy) and ‘Mr S‘ (.science) to 
help rebuild China The que.st 
seems unending _ 141 1 

Washington's War 

Washngton’s NAlt) war in Yugoslavia 
can be understood only as pad of a 
ueneral expansion ot IIS power 1414 



LETTERS TO EDITOR 

The State and Urdu 
Language 

MAY 1 respond to AIi ImranZaidi’s letter 
published in yuunssue of April 10,1999'^ 
Me IS quite wrong in thinking that I “deny 
or Ignore the role of the state”. On the 
contrary, I think that to press the state in 
every possible way to meet its respon¬ 
sibilities IS of the utmost importance He 
has failed to see that my emphasis on what 
Urdu speakers should do regaidtess of 
what the state, the madrassas or anybody 
else does, by no means implies an in¬ 
difference to the role, actual or potential, 
ot these institutions. I Trdu speakers need 
to pre.\s vigorously for them to do what 
they are legally and/or morally obliged to 
do It is besides that, not instead of that, 
that they need also to do the things which 
I advocated their doing. 

May 1 .say also that, although, as AIi 
Imran Zjidi coriectly says, I am an 
‘outsider*. I am not quite the political 
innocent, even where Indian af lairs are 
concerned, that he seems to think I am 
I don't think that I am anybody's 
“instrument'* Someol the information he 
gave in his letter was indeed new to me. 
hut most of It was not, and he should not 
have thought that it there were things 
which I did not speak of. this meant that 
I was not aware of them. The political 
stances and political record of S M H 
Burney. Shamsur Rahman Faruqi. All 
Sardar Jafan and others were not relevant 
to my argument, and in this context they 


do not concern me. For example, when I 
quote things that Shamsur Rahman Faruqi 
has said, I do so becau.se they are useful 
to my argument. Why he said them, and 
whether or not they square with what he 
has said at other times is. for my present 
purposes, neither here nor there. 

All Imran Zatdi’s remarks about the 
Gujral Commission repoit also miss the 
mark What he says about it may be 
perfectly true, but that does not alter the 
fact that It made some very good recom¬ 
mendations. Experienced campaigners 
know very well how to handle such things 
When official, semi-ofncial. or other 
organisations make statements which 
aciord with their (the campaigners*) 
demands, this provides a useful weapon, 
because they can point out that the demands 
which they are making are demands which 
have been espoused by thc.se >rganisa- 
tions themselves, and this helps to rally 
.support for pressure upon them to act 
accordingly. 

Ralph Russfi i 

London 

Patent Lies 

BIPLAB DASGIIPTA has done a great 
.scivice, as a parhanicntanan. to highlight 
the dangers ot patent legislation in 
India and what .should be done K' protect 
our buxliversity and promote equitable 
shanng ot oui natural rcsinirccs Bio is 
with us and technology is with the west 
and only when both join there is 


biotechnology The western multinational! 
cannot do anything unless we give oui 
*bio* to them. That is why we have whai 
Biplab Dasgupia calls biopiracy and 
looking to the present trend our entirt 
‘bio’ will vanish if we do not protect them. 
In the words of Edward O Wilson, s 
Harvard biologist, human beings are 
biophiles and another researcher of 
University of Tennesse, Stuart Pimm, say: 
that one in eight plants is at the risk ol 
becoming extinct. This ts happening 
because of us homo sapiens, an exter¬ 
minator species (see The National 
Geographic, February 1999). 

Unfortunately, the scientific communit> 
arc the ones who help the biotech multi¬ 
nationals in the whole business of bio- 
piracy and the subsequent patenting frauds 
But the scientists say that they are 
performing what they call ecosystem 
.services. At the Royal Botanic Gardens ai 
Kew in London the hotani.sts have aimed 
at collecting 10 per cent of world's flon 
by the year 2010 According to Rogci 
Smith, the Kew seed hank's cold rooms, 
whctc the temperature is -4 degrees F, the 
.seeds collected from the wild are stored 
Keeping tiu* seeds cold and dry will 
preseive 'Ik m foi at least 200years Whal 
IS the guarantee that the genetic matenah 
stored in Kew arc nut patented by biotech 
firms'’ 

The west is spending money to colleci 
genetic materials around the world and in 
our own country local nee vaneties aic 
last losing ground and basmati is the 
classic case. Unfortunately our politi¬ 
cians, scientists and biotech limis arc noi 
working together to save our genetic 
rcsouRes ICAR, lARI and the whole ii^! 
of people engaged in agncultural researci, 
should wake up and protect cur plants 
and seeds so that we keep the biotech 
wolves away 

Mano Kulkarni 

Bhopal 

Cultural Reorientation 

IN my review of Cultural Reorientation 
in Modem India (EPW. March 27, I999i 
I have commented upon on one of the two 
Hindi contribution.s. The author of the 
contrib »ion ha.s been wrongly identified 
as M I'aiidcy. The essay 1 ha vc commented 
upon IS written by Prem Singh. The erroi 
1 $ regretted. 

G P DesiipaniI 

New Delht 
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Bringing Reforms Down to Earth 


I T bobs up and down in tlic air. threatening every n6w and 
then to come down to the ground hut never quite managing 
to. Hie reference is to the current obsession of the chanibcts of 
commerce and industry -the second generation of reforms. The 
first of the many reasons why the exercise lacks finn moorings 
IS imprecise genealogy. Among normal living things one gener¬ 
ation begets (he next In the case of die reforms that have already 
been put m place and (he ones (hat arc now being talked about, 
there IS no such link. Indeed, many of the reforms that arc now 
clubbed under the rubric of .second generation could well have 
been adopted right at the beginning Only m a few areas oi (he 
^ rinaiicinl sector does evolutionary logic link (he successive 
' steps of reform rather than mere happenstance of sequence So 
the second generation of refonns simply .stands for the many 
reforms that are required but have not been adopted so far 
Rciorms arc called for in several broad areas Govcinment 
finances must improve to eliminate the revenue deficit, reduce 
the gross fiscal dclicit and bring the overall public sector 
borrowing requirement to a level that does not strain interest 
rates or fc^ inflation 'fhe law must be amended in several areas 


to permit industrial restructuring An active market tor corpo¬ 
rate control must emerge tocn.surc managerial accountabilii> 
to shareholders and optimal utilisation of a.sscts. Financ ul 
sector rctorm must prtxiecd to a stage where the countiy can 
countenance progressive capital account liberalisation with 
confidence Commodity taxation policies must change lo a 
harmonised system of value added tax embracing goods and 


, services across the country, to remove the present geographi- 
f cal segmentation ofthc Indian market Infrastructure policies 


must change to unbundle and markctise all that can be 


unbundled and marketised. Regulation of markets must be¬ 


come truly professional and truly independent. This must he 
understood to include policies to ensure competition and 
policies to reward intellectual efforts and innovation Agri¬ 


culture must be freed from irrational restrictions on move¬ 


ment and trade of produce. International trade must he freed 
from quantity restrictions, high tariffs and procedural ha.sslcs 
Lengthy tracts can be written - indeed, have been written - on 
all these items of badly needed reform. But before getting lost 
in the sectoral details of the reform agenda, it is necessary to 
appreciate two things about these reforms. 

One unifying factor common to ail these reforms is that they 
directly affect a large number of people. Whether it is opening 
up the insurance sector to create a market for long-term debt or 
amending the Sick Companies Act and industrial relatione 
legislation and abolishing the Urban Land Ceiling and Regu- 
, lation Act at the state level so as to allow easy liquidation of 
^ Mck companies and effect redeployment of the re.sourccs 
locked up in them, the process incrca.scs insecurity among the 
workers directly involved. Since our unions have not yet 


learned to look at the long-term potential of fast termination 
of industrial sickness to create sustained employment growth, 
such insecurity is bound to translate into organised resistance by 
the workers. Abolishing irrational taxes like octroi or rationalising 
external trade procedure entails abolition of entrenched avenues 
of illegal income for the administrative staff who are numerous 
and organised. To make export ot cotton a matter of pennanent 
policy instead of ad hoc patronage is to displease yam .spin¬ 
ners and textile and garment producers Unbundling infra- 
stiucture and marketising the dilfcrent segments will toicc 
ruling parties to look for alternative avenues ot mobilising 
poll finances as the scope for the goveinment to sign lucrative 
deals will get sharply constricted Unlike the first set of 
reforms whose direct impact fell on a relatively small number 
of people, the second set of reftmtis will require the government 
to take on the apprehensions of a large variety of organised 
individuals. The pain of those relatively few directly hurt by 
restructuring - there will be such victims, including ineffi¬ 
cient entrepreneurs and workers who lose jobs but do not find 
new ones - tends to he more intense and more effectively 
articulated than the well-being and betterment engendered by 
reform, dispersed over time and acioss a much larger multi¬ 
tude. To carry out refonns in such circumstances, the govcin¬ 
ment will need to be armed with a clear-sighted and articulate 
commitment to reform. In short, political management of the 
second generation of reforms would be far more complex than 
in the case ot the first .set of reforms and will icquire the 
political leadershiptodeploy unfamiliai intellectual rcsouices. 

The other thing about the second gcnciation ol reforms that 
deserves attention is that, for their ellcctivencss, they need to 
be complemented with some drastic changes in what has been 
called the social intrastructure The empowerment of people 
so that they arc literate, healthy and capable of recognising 
and making full use of the economic opfiortunilics thrown up 
by the growing interdependence of the economies ol the 
world is a necessary condition for reform measures, 
conventionally defined, to succeed A functional legal system 
to enable and further such empowerment, a political system 
that permits the legal apparatus to function as it should - these 
are also part and parcel of the social infra.structure without 
which reforms cannot succeed Such a political system culls 
for institutions and values that pennit people to live in relative 
harmony with one another. Which is to say that defeating 
identity politics that seek to either reproduce and renew 
traditional inequalities in forms suited to contemporary 
circum.s(ances or generate gtaded di<>enf ranchiscment of some 
identities must also figure in the icfonn agenda All talk o' 
economic reforms that ignores their social and political 
dimensions is destined to warm the upper layeis of the 
atmosphere without making a dent on the ground underftxu. 


l.tKt 


Economic and I^ihtical Weekly June 5. 1999 




KARGIL MISADVENTURE 

Time for Tklking 

THE undcclaird war in Kargil confirms 
the worst tcais of those critics who had 
earlier expiesscd their scepticism about 
the much-hyped announcement ot Indo- 
Pak tnendship during the Lahoic talks 
between the two prime ministers In those 
days of euphona, not a long time ago. 
while many claimed that such fiiendship 
was possible and would last, only because 
both the countries had become nuclear 
powers, a few dissenting voices had pointed 
out that the possession of the nut leai bomb 
by the two countries should nut be made 
the basts of mutual fnendship. and that its 
possession was not necessarily adetenent 
against the outbreak of warfare with 
conventional weaponry 
The main reason fui this scepticism was 
that the continuing bone of contention 
between ihe two countries, Kashmir, was 
never addressed honestly in Lahore by the 
two prime minhsters, who avoided formu¬ 
lation of concrete steps to move towaids 
a settlement ot the dispute Yet it should 
have been clear that peaceful mlations 
between Pakistan and India cannot be¬ 
come a reality unless the two governnu'iits 
make genuine efforts in both parts of 
Jammu and Kashmir to stop piovocativc 
actions While India will have to put an 
end to human rights violation in the valley 
and pay hec'd to Ihc aspnations of the 
people there, Pakistan must cease supfxirt- 
ing and training Ihe assortment of Kashmin 
militants, Pakistani Islamic fundamental¬ 
ists and Afghan mercenaiies who are in- 
nitrating into Kashmii with the help of the 
Pakistan aimy Mere indulgence in a 
rhetoric ol vague pledges and promises 
(as evident fixm the joint declaiaiions 
that emanated from Lahoie). instead of 
getting down to brass tacks to establish 
peace at the ground lesel, has reduced Ihe 
I .ahore talks to what can he desci ibt'd with 
hindsight as an exeicise in hypocrisy by 
Pakistan and public lelations by India 
It IS now cleat from official repoils that 
even when Ihe talks weie going on in 
Lahore, armed laliltraloi s were being sent 
across the Kargil binder with the help ol 
the Pakistan army P.ikistan's postuie ot 
innocence and its claim that it has nothing 
to do with the infiltrators - desciibed by 
Islamabad as Kashmiri ‘freedom fighteis' 
who are fight mg on their own - smack ol 
the same hypocrisy that it displayed a 
little over S() years ag«) Way back m 
late 1047, when Pathan tribesmen and 
‘AauI Kashmir’ rebt'is invaded Kashmir 
which IchI to the first war m the subcon¬ 
tinent immediately after independence, 
the Pakistan government officially dis¬ 
claimed any involvement with, or active 
support to. the mvaders. staling that it was 
a {nircly iiuleficndent action on tlu- part 


of the rebels. But official records, made 
public now. reveal that the central govern¬ 
ment in Karachi, with the active conniv¬ 
ance of the local administration of the 
Noilh-Wcstem Frontier Province, armed 
the Pathan tnbesmen and ' A7ad Kashmir' 
rebels, and along with Pakistani officers 
in muKi. they were allowed to cross over 
and raid Kashmir. 

If Islamabad can be accused of hypo¬ 
crisy, New Delhi stands condemned as an 
uttei ly inupi government crippled by a tnas- 
sive failure of military intelligence. It has 
been officially acknowledged now that 
local intelligence sources in Jammu and 
Kashmir had kept the centre informed ot 
the infiltration and Ihe gradi^l occupation 
ot Ihe strategic positions in the Drass- 
Kargil-Batalik region, which had begun 
in lanuary. Reports appeared in the liKal 
ptess also confirming infiltration Yet it 
was not before early May that the Indian 
aiiny moved into action to oust the mtil 
uaiors How does the defence ministry 
explain this extraordinary case c t delayed 
response'* 

In order to make up for this lapse, the 
Indian military cstahlishmeni decided to 
unleash air power against ihe inliuders 
Kill Ihe an strikes have exposed the vul¬ 
nerability ol Indian Air Fence, MiGs and 
copters which have been shot dow n by Ihe 
Pak-aided intruders, leading to a lonsid 
crable iiumbci of casualties among Indian 
ainiy personnel Thca' is also the cmbai- 
rassing incident ol Indian airciall straying 
into Pak temtory and being bniught down 
by missiles there, with one Indian squad¬ 
ron leader getting killed, and a llight lieu¬ 
tenant captured by the Pakistan aiiny 

Whatever might have been Ihe rca.son 
for the tielay - whether coninuinication 
gap betwei'n the liH'al intelligence and the 
central military intelligence or the lacka¬ 
daisical attitude of the policy-makers in 
the dcicnce ministry - it has cost the 
Indi.in govemmunt the loss of what it 
claims to be militaiily strategic mountain 
heights in Kargil. Dra.ss and Bataltk. Both 
India and Pakistan had been fighting for 
the last 30 years over the.se vantage points 
One of these points, overlooking Kargil 
town, was held by Pakistan in 1947 4S, 
(Kcupicd by India during the 1965 war, 
but rctuinc^ to Pakistan as part ot the 
Tashkent Agreement, and was reoccupied 
by India again in 1971. In the latest round 
ot warfare. Indian array authoniies have 
admitted that it will be difficuli to evict 
the Pakistani-aidcd infiitiatois from the 
upper leachcs of the mountain where they 
are now wctl-enirenched It is significant 
that despite daily army briefings that claim 
India's military success in evicting the 
intruders, the otficiais arc quite under¬ 
standably reluctant to indicate any dead¬ 
line by which they hope to rcoccupy the 
vantage positions, which are situated in 
diiticult and inaccessible leirain. 


India therefore faces two options. Iteither 
indefinitely continues with its air strikes 
and the combat on the ground, without any 
immediate possibility of completely clear¬ 
ing the mountain heights of the Pak-aided 
infiltrators. Or it agrees to a temporary 
ceasefire while negotiating with Pakistan 
during the coming talks with its foreign 
minister Sartaj Aziz. If it opts for the first 
strategy. India will land up with another 
Siachen-hke situation in Kargil. It will 
have to staUun its troops along the vast 
200 km .stirtch of hitherto unheld areas at 
a height comparable to the Siachen glacier 
which lies between IS,(X)0and 18,OW feet. 
The troops deployment at Siachen are said 
to cost India Rs 3 crore every day, what with 
the transportation of food and other essen¬ 
tial commodities. Indian jawans posted 
there are reported to have suffered physi- 
t a!!y and mentally more from the inhospit¬ 
able* climatic conditions than from direct 
armed skiimishcs with Ihcir Pakistani 
cuuntei parts Is New Delhi prepared for 
aiiolher such costly cxpetinient in yet 
another inhospitable terrain'? 

Since Ihe Indian army authorities them¬ 
selves acknowledge that they have no idea 
when they can evict the Pak-aidcd intrud¬ 
ers I roni their fimily-ciitrcnc hed positions. 
New Delhi has the other option ot a 
compiomise it it wants to avoid a continu- 
iiig waitare that w'lll have gtave implica¬ 
tions tor Ihc* country’s economy, as well 
as |K)se a serious threat to pc*ac'e and secunty 
in the entire subcontinent But in such a 
compromise, ihc Indian govcmmcni may 
have to pay the puce tot its lapses hy 
having to accept a status quo ot sorts in 
Kargil, wheie the* intruders remain in 
occupation of strategic positions Given 
Ihe Indian ainiy's acknowledgement of its 
c>wn inability to evict the Pak-supportc*d 
intruders in the immediate future, it seems 
th.*!! unless pressurised by the UN. or the 
moie powerful U.S, Pakistan may not teke* 
any steps to withdraw its wcll-armcf 
proteges from the positioas which thef 
have occupied in Indian territory 

In such a siluatiori, India can .still avoid 
further cmbajra.ssmcnt, at the diplomatic 
and the military levels, by seeking to move 
the fcKus of activity from the battlefields 
ol Siachen and Kargil to the negotiating 
tabic where both India and Pakistan can 
engage in a frank and honest discussion 
abiHit the ground reality. But such a dia- 
logucalsurvquircsaresponsivcand re.spon- 
sible government in Islamabad. If Nawaz 
Shanf IS serious about fnendly relatiom 
with India - which as he should realise 
is crucial to stability in the subcontinent, 
and which also enjoys popular .support m 
Paki.stan-he shouidtecouragcousenougli 
to defy the hawks in his military establish 
ment and the Islamic fundamentalists in 
his society and agree to the withdrawal <4 
then pnHcgcs from the Indian tenituo 
adjoining the Line of Control area 
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MAHARASHTRA 

Pawar’s Calculations 

IN the 1998 Lok Sabha polls, the remark¬ 
able performance of the Congress-SP-RFl 

J lliance foiged by Sharad Pawar in 
laharashtra was given much of the credit 
for preventing the BJP-led coalition from 
achieving an outright victory at the centre 
But in the changed circumstances, with 
Sharad Pawar along with two other senior 
leaders, after being expelled from the 
Congress, launching a nval Nationalist 
Congress PartylNCP). it is the Congress 
III Mahaiashlra which in the coming laik 
Sabha elections taccsihe most thicat from 
Sharad Pawai 

Among the present cast of Congress 
leaders in Maharashtra Sharad Pawar 
happens to be the only one who can cl urn 
to have a mass base spread acro.vs the state 
All the same, in ihe early ]9K()s, when 
Pawar was again outside the Conga*ss. he 
and his pai ly, the Congiess( S). had not Iarcd 
|iai iiciilariy well clecloi ally in Maharashti il 
R ut the precedent need not be repeated as 
loi Ihe first lime m tht electoral history 
of Mahaiashtia the si.ite will be wilnes- 
y ' ng a tnaiigular c ontesi among toimidable 
iivaK the Congress, the Shiv Scna(SS)- 
BIP and the N(’P ami its allies Though 
III Ihe I99(K the noii-C'ongiess. noii-SS- 
RJP panics iiseil to come togeiliei on Ihe 
eve of the elections undci the umbrella of 
Ihe so-L.illed thud tioiii. their influence 
has always been margmal in Ihe slate It 
IS segment of Ihe eleclv>raie - .m estimated 
2*1 pel cent uiitomniilled vole which used 
to go eilhei to the (’ongress oi to the SS- 
BIF in absence of a siable alternative - 
that Pawar seeks lo capture and build on 
Ihrougli his allies 

By launching the N('P, P.iwar has made 
available an altciiialive lo quite a few 
political cnitlils to latch on to Besides the 
khope of an NCP-RPI-SP alliance, which 
' will help gainer dalit and Muslim votes, 
minor panics like Ihe Janata Dal, the CPI 
and the Peasants’ and Workers’ Party too 
could now expect lo aggregate their 
strength The si/cable number of indcpen- 
deni MI .As, most of who happen lo be 
Marathas, can expect party tickets from 
Pawar in the coming l.ok Sabha and 
assembly elections This will make for 
consolidation of the Maratna vote across 
the stale. The formation of the NCP will 
also hasten the process of co-option of the 
ihiee Shiv Sena rebels who can add Agn 
and Maratha voles lo the NCP in their 
lespcctive pockets 

As was to be expected, the support for 
Pawar's stand from within the Congress 
Party has been increasing gradually in 
the state. Faced with the prospect of 
splitting the party by aligning with Pawar, 
It was natural tor the elected represent¬ 
atives of the Congress lo want to weigh 


the pros and cons of such a move in their 
respective constituencic*s before openly 
casting their lot with Pawar. By promptly 
expelling or dismissing Pawar supporters 
among the party’s ofrice-bearers at the 
.stale, distnci, zilla pai ishad and panchayat 
samiti levels, the Al('(' and the Maha¬ 
rashtra PCC tried pmject the appearance 
ol unity III the party, hut the majonty 
support demonstrated by Pawar in the 
Congress legislature parly shows that 
a si/cable number ol ML.As and MLXZs 
along with then party workers from dit- 
femnl parts of the state have deserted Ihe 
Congress fold With ('ongress MI-As such 
as Jayani Paul, R R Patil and MLC 
Vishnuanna Patil tioin Sangli district 
(inaily casting then veidict in favour of 
Pawar, Pawai has succeeded in winning 
over large sections ol die powerful sugar 
lobby in the state kegioiiwise. only in 
Vidarbha has Pawai been relatively un¬ 
successful in dividing Ihe Congress ranks, 
which had tcinpciMiiiv prompted former 
RPI MPs, R ,S (lav ai and Jogendra Kavadc, 
who hail from Vidaihha, lo argue in lavour 
of continuing the RPl’s alliance with the 
Congress 

Tch) much need m )i he made of the rclui n 
tolhcCongicssol .Suiesli Kalmadi, Pawar’s 
Itiend-tumed-lcv I'liough the merging ol 
Kalniadi'sMahaiashti.i Vikas Aghadi into 
the Congress may help the latter to gain 
in Pune city, tlieie is already dissent 
biewing within Ihe Pune city unit oi the 
Congress over K.ilmadi's prospective 
Congress caiidul.iliiie lor the Pune laik 
Sabha seat In the last Lok Sabha elec¬ 
tions, iheie was similar dissension in the 
BJP city unit ovet (he party’s decision to 
support Kalni.idi who having broken 
away Irom the Ciiiigiess was contesting 
the I*une seat as an Independent (and 
eventually failed to w in it). Further, given 
Pawar’s well known ability to get his 
proiiimcni ad\fis,ines dclcatcd in elec¬ 
tions, Pawai's opponents in the Congress 
like Murli Deoi.i, A R Antulay, Vilasrao 
Deshmukh. Sudhir Sawant and S B Cliavan 
will face an uphill task in defending their 
seats 

Forhispiirt, P.iw.m is hoping to mobilise 
the sizeable non-Congress, non-saltron 
vote III Mahaiashtia and in a situation of 
a fractured laik S.ibha verdict, lo capita¬ 
lise on his NC'P's bargaining po.sition 
vis-a-vix Ihe f'oiigiess on the one hand 
and the BJP's NDA on the other in Ihe 
post-electoral scenano 

CONSUMER PRO ITiCTlON 

Weak Enforcement 

A correspondciil writes: 

SUBSTANDARD items of daily con¬ 
sumption are evidently being marketed 
under various biand names without any 


check and sold at exorbitant prices. 
Aciordmg to a survey conduct^ by a 
Delhi-based consumer protection oigani- 
salion. VOICE, eight out of 12 niiiwrai 
water brands tested did not meet the 
norms presenhed by the Bureau of Indian 
Standards (BIS) While waici found in 
nature is known lo contain minerals like 
calcium, magnesium and iron, BIS stan¬ 
dards prc.sciibc lhe.se niincials to be in 
certain proportions If this is lUH so. then 
such water docs not quality to be called 
niincial water. 

It IS important to note in this loiiiext that 
out of the 12 brands tested by VOlCli, 
major brands like Bisicti, Railly, Piime 
and Pure were found to be wanting and 
did not conform to BIS norms One of 
these hiands. Prime, is reported lo have 
contained fluonde exceeding the ptc 
scribed limit But the bottle label did 
not indicate that it contained fluoride 
as per the lequiremont of the WIIO/FAO 
code 

Even (hough the Central Committee on 
FimhI Standards ol the government ol India 
has stipulated that ail mineral water packed 
and sold m the country should cairy the 
BIS mark, not one of the 12 bottlers has 
come forward to acquire the mark and gel 
the necessary certification Irom the 
organisation Of course, this is because 
obtaining BIS certification is voluntary 
and not mandatory. 

In light of the above, the apptehension 
expressed at the outset acquires signi- 
ricance. jiarticularly m (he specilie con¬ 
text ol what gets bottled and sold m the 
name ol sale dunking water Hie pioduc- 
tion ami sale of bottled minetal watei 
has been reportedly expanding at the 
rale oi over 20 per cent annually in recent 
yeais Bottled minetal water is now 
being vended at practically all kiosks at 
tail way stations and iong-disiamc bus 
stops Also at most street comets and 
grocery stores it is possible to buv one or 
the other brand ol bottled w.iici The 
exorbitant prices i barged seem lo have 
made no different e to the laic at winch 
the business is expanding Inlrigiun;ly, 
bottles ol branded mineral water have 
rt'plau'd walei which people used to cat ry 
noimally from then homes in containers 
while on travel, in spile ol the price charged 
which ranges between Rs 12 and Rs 15 
per one litie hollle. The imirgm ol profit 
on every litre of such bottled walei is 
estimated at a nimimuni three four times 
the cost of production Still manutaciuiers 
of bottled water do not seem to feel 
obliged lo cnsuie that what they sell as 
.safe drinking water meets the prc.sciihcd 
nurnis and there .seems to be no agency 
to monitor and take action against such 
violation oi people's confidence in ilic 
.safety of what they buy Will recourse 
have 'o be taken to (he courts even lor this 
puiposc? 
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CURRENT STATISTICS EPW Research Foundation 


The annual rate ol ine in tlie WPi lias fallen to a low of 1K per cent dgutisi 6 6 per cent last year Improved supplies of non-food ilniu leading to a toll 
in their prices ciunbined wHli deeline in prices of manulactun-s have led to the fall in the inflation rate Consumei prices too have also shown n dechne 
recently Moiieucy growth has hern custained due to increase in hank credit to goveminrnt and foreign exchange accruals Flow of commercial credit emtmues 
HI he subilued May was a dull month in the liiiancial market with shon-lenn nuHicy rales st^AIc at low levels 

Macrneconomic Indicators 
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COMPANIES 


EPW Research Foundation 


GUJARAT AMBUJA CKMENTS 

Ambitious Expansion Plan 

GUJARAT AMBUJA CEMENTS, the 
ia'itcM glowing cement company in the 
countiy until recently, saw its bottomlinc 
(techne by I 5 per cent in 1997 9K. The 
slow-down in the economy and the n'sult- 
ant pressure on the cement industiy seem 
to have taken their toll ol the eoinpanv’s 
protitability as well Mowevot, liw com¬ 
pany claims It I.S still in a IkMIoi position 
than other companies in the industiy In 
tact. It managed to iiRreaso net sales by 
22 8 percent in 1997-‘ix. taking its maiket 
.share in its piinctpal market of Guiaiat 
Inmi 21 pel cent last year to 26 pi>r cent 
In Mumbai, tiKi, the company's .sales m 
creased by 48 per cent, making it the 
number one brand in the country's hugest 
cement maiket Furthei. in the northern 
markets ol Puniab and Himachal Pradesh, 
the company increased its market share to 
.10 per cent 

In addition to the abo\c. the compain 
also enjoys the distinction ot being the 
largest e\|)oiter ot lemeiit lioin India 
Apparently, the i (’iiipany saw its c\|S)iis 
of cement increasing tioni4 77 l.ikh tonnes 
last yeai to .S 4 lakh tonnes in the year 
under review In mcw ol the d.'ptksvd 
prices the companv took i coiislious 
decision to refiain tioni .niv ilinlci ex¬ 
ports The companv also nun.i} ed 'o ki-ep 
a check on dtstiit>uiioii losis m ifi it-, 
terminal at Muldwaika handling I.S s(i 
lakh tonnes ol caigo as .iganr! 12 9S lakh 
tonnes in the precious yeai 

In a bid to further lediite i.osts. ihe 
company has set up a 40MW piiwer |ilan' 
in iust eight months at a low cost With 
the commissioning of this plant, total powei 
geneiation at Ainhu|anagar has gone up 
to 58 MW, which is sullicient to cater to 
the entire lequiiemenl ol the company’s 
three plants .ind othei aniill.uv tucilitics 
ol Ainhujanagai Moreover, the company 
has also set up a new 12 MW powei plant 
in Himuchal Piadesh m the year under 
review, taking its total capacity in the slate 
to 24 MW TTiesc powei plants are ex¬ 
pected to not only ensure immiernipted 
stable power to the company’s cement 
plants but also reduce its power costs 
considerably 

Gujarat Anibuia has now announced 
that It will be spending around Rs I..5(I0 
croic- in doubling its capacity from 6S 


million tonnes to 13 million tonnes over 
the next five years The company claims 
that It w'ill achieve this target Ihtough a 
combination of acquisitions and green¬ 
field protects While Rs 7.50 erore of this 
icquiremcnt will come from debt, another 
Rs 7.50 crore will come from internal 
acciuals 

Meanwhile, lor the first .six months ol 
1998-99. the company has posted a aalcs 
ol Rs 5.54 croie and a net profit of Rs 46 
cioie While sales have incieased by 8 6 
|iei c ent overthe corresponding punod last 
yeai, ihc company's bottomlinc is luwci 
bv 17 9 per ent over the same period 
Ocsrito the lower net profit, Ihc company 
uurreiuly enjoys a healthy discounting at 
(he sunk market with its equity share 
quoted at Rs RK), which .shows a piicc (u 
cainmgs multiple ol 18 

ll.SHA(INDIA) 

Restructuring under Way 

The llagsliip company of the I Mia group, 
Usha (India) fared well in 1997-98 While 
iiei sales ini leased by 27 8 per cent ovei 
the fiicvious yeiu'. operating profit was 
higlvi by H 9 pei cent. A lower rise m 
interest charges (up 6.3 per cent) and a iall 
in depreciation (ilown 22 3 percent j helped 
the company post a net profit ol Rs 23 7 
cioic as again.st a net pnilit ot Rs 2 I croie 
III the picMous year 

I lespitc the shaqi increase in net piolit, 
the (ompaiiy decided to reliaiii trom 
de‘ i.tiing any dividend on its equity 
sii.ii.-s This was done keeping in mind 
(Ik slump 111 the economy in general and 
tile slo'i down III industry The company 
c lai m s I hat i n spile ol the higher bottom- 
liiie. Its niiiigins were under pressure in 
some ol Its divisions The electronic 
division laced stiff competition ironi 
imports and the meltdown in south-east 
Asia led to shiinking ol the global clce- 
iFoiiKs maiket 

Howevci. other divisions of the com¬ 
pany peitorined well Its expor* oriented 
unit coniitiiicd to do well and is leportedly 
iunctioning at lull capacity The soltwarc. 
engmeciing, construction and solar divi¬ 
sions too pc'iloimed reasonably well The 
company has decided to locus on .software 
exports considering the growing impor¬ 
tance of information technology m the 
world and the incentives given by the 
govcinmcni. In lacl the company planned 


to set up a Rs 250 cron softwam tech¬ 
nology park in Andhra Pradesh and was 
in the process of acquiring land for the 
purpose. 

U.sha ha.s now set up facilities for manu¬ 
facturing wafer fab and epitaxy growing, 
which have resulted in more value addi¬ 
tion This move is expected to contnbute 
substantially to higher profit margins in 
the coming yeais Further, the company 
IS also in tte process of setting up S" 
pseudosquarc and 6" round diameter 
.solar cells manufactuiing project with 
a capacity ot 3 MW/year During the 
year under review, the department of 
elcetronics of the government ol India 
Imanccdlhc company foraproject involv¬ 
ing development of key technologies fur 
indigcniHis manufacture of high voltage 
transistors. 

With a view to restructuring its group 
operations. Usha (India) now plans to 
integrate the iron and terro metal manii- 
faclui I ng and comtnunication-rclatcd sub¬ 
sidiary compumes under separate holding 
companies In line wiih this strategy,'he 
company has decided to sell and transfer, 
out of Its holdings, 51 pci cent ol the share 
capital ol IMia Ispat and Malsika Steel 
in favourol another subsidiary company, 
I Mia Feno Metals Holdings Similarly, it 
will sell and (ransler 51 per cent ol its 
holdings in Koshika Telecom to another 
subsidiariy called Usha Holdings 
(Telecom) 

The company’s stock picscntly qu. tes 
below par at around Rs 4 S on the stock 
exchange, rcfiectiiig the poor discounting 
given by investors. 

MORARJEE GW’1T1J3AS SKi 

Up the Value Chain 

Moiarjcc Gacutda.s Spinning and Weav¬ 
ing Co (Morarjee Mills) went further into 
the red in l9‘>7-98 While net profit was 
lower by 3 4 per cent over the previous 
year. Ihc company's operating profit de¬ 
clined by 3 Hpcrccnt overthe same period. 
A sharp incrca.se in interest charges 
(up 11.7 percent) and higherdcpieciation 
(up 4.9 per cent) led to a huge net lass 
ol Rs 5 9 crore fur the company, as com¬ 
pared to a loss of Rs 3 1 crore in the 
previous year. 

Strangely, despite itspixn performance, 
this flagship company of the Piramalgroup, 
declared a dividend of 5 per cent tor the 
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Tk« Wadt*! Canp«l« 

rXf Utkhi 



Gqlont Ambaja 
Cements 

Usba Qndla) 

Mnrujee 

GmuMos 

flnandat Indteatwrs 

JUM 

tm 

1997 

June 

1991 

June 

1997 

ime 

1998 

slime 

1997 

Ineanarapproprinttoiw 

1 Net uies 

98740 

80421 

112065 

87711 

29741 

30801 

2 Value of producuon 

98804 

82914 

II1738 

87995 

29787 

28775 

3 Odier Inconie 

3066 

2233 

578 

2095 

1083 

998 

4 Total income 

101870 

85147 

112316 

90090 

30870 

29773 

S Raw moienali/itoies and 
iparei consumed 

7054 

5827 

3744 

2644 

15220 

1.3260 

6 Other mannfiictunng expenses 

33489 

30048 

99634 

80506 

3127 

3355 

7 Remuneration to emidoyees 

3077 

2670 

635 

449 

5524 

5642 

S Other expenses 

21581 

16730 

1762 

1533 

3068 

3428 

9 Operating profit 

36669 

29872 

6541 

4958 

3931 

4088 

10 Interest 

12.502 

8483 

1581 

1488 

2862 

2562 

II Gnus profit 

243.16 

216.38 

4760 

34.32 

1104 

1405 

12 Depreciation 

10850 

8116 

2235 

2875 

1693 

1614 

13 Pnfit before tax 

13494 

13511 

2525 

557 

-589 

-209 

14 Tax provision 

475 

300 

155 

150 

NA 

NA 

I.S Profit after tax 

1.3019 

1.3211 

2370 

207 

-589 

-209 

16 Dividends 

5619 

4255 

334 

334 

108 

173 

17 Retained profit 

7400 

8956 

2036 

-127 

-697 

-382 

Liabilittcsinsscts 

18 Poid-up capital 

173.55 

103.54 

.5.3518 

10958 

1953 

19.53 

19 Reserves and swplus 

90449 

81442 

67478 

672.34 

21223 

2.3202 

20 Long-term loans 

96746 

88657 

12I00 

18276 

8171 

6435 

21 Short-term loans 

10100 

NA 

59 

NA 

10.311 

7057 

22 Of which bank borrowings 

2500 

NA 

NA 

NA 

9311 

7057 

23 Cross fixed assets 

188241 

166714 

27727 

25280 

30092 

26065 

24 Accumulated depreciation 

36621 

26100 

9770 

7561 

14471 

10741 

2.3 Inveniories 

1.5034 

17398 

1174 

1632 

865.3 

8631 

26 Total assets/liabiiiues 

22600.3 

191295 

1.56075 

131043 

44927 

41482 

MIscellanemis items 

27 Exciie duty 

1.5813 

12602 

293 

.3.38 

3672 

3989 

28 Gross value added 

39764 

326.50 

6846 

5U9 

8561 

8629 

29 Total foreign exchange income 

8469 

8341 

1927 

1354 

61.38 

5809 

30 Total foreign exchange outgo 

8229 

2551 

1.591 

1123 

2712 

2000 

Key flnancM and pcifonnaiicc rnthm 

31 Turnover ratio 

(sales to total assetsi (%) 

43 69 

42 04 

71 80 

65 93 

66.20 

74.25 

32 Sales to total net asseis (%) 

46 00 

44 57 

84 16 

75 31 

71 39 

79 70 

33 Gross value added to 
gross fixed assets (%) 

21 12 

19 58 

24 69 

21 16 

28 45 

33 II 

34 Return on uivestmem 

(gross profit to total assets) (%) 

10.78 

11 31 

3 05 

2.58 

246 

3 39 

35 Cross profit to sales 
(gross margin) (%) 

24 67 

26 91 

4 25 

3 91 

3 71 

4.56 

.36 Operaling profit to sales (%) 

.37 14 

37 14 

5 84 

5 65 

13 22 

13 27 

37 Profit before tax to sales (%) 

1.3 67 

16 80 

2 25 

064 

-1 98 

-0 68 

38 Tax provision to 
profit before tax (91) 

3.52 

2 22 

6 14 

62 84 

NA 

NA 

39 ftafit after tax to net woith 
(return on equity) (%) 

12 08 

14.39 

1 96 

021 

-2 54 

-0 83 

40 Dividend (%) 

6000 

.50 00 

NA 

NA 

500 

800 

41 Earning per share (Rs) 

1666 

17 43 

0 60 

-0 04 

-3 02 

-1 07 

42 Book value per share (Rs) 

132 98 

120 75 

22 67 

24 40 

118 67 

128 80 

43 P/E ratio 

18.00 

NA 

7 53 

NA 

-3 .32 

NA 

44 Debt-equity ratio 

(adjusted fiir revaluation) (%) 

89 74 

96.58 

12 52 

25 II 

35.26 

25 58 

45 Shoit-term bonk borrowings 
to mventones (%) 

16 63 

NA 

NA 

NA 

107 60 

81 76 

46 Sundry ciedilois to 
sundry debtofs (%) 

265 07 

435 92 

IM4I 

124 49 

4861 

39 51 

47 Total remnneiaiioa to employees 
to vdue added (%) 

7 74 

8 18 

9 28 

8.39 

64 53 

65 38 

48 Total lemnneiatian to employees 
to value of production (%) 

3 11 

3.22 

'0 57 

051 

18.55 

1961 

49 Gross fixed assets formation (%) 

1291 

NA 

9 68 

NA 

1545 

19 49 

50 Growth in inventories (%) 

-1,3.59 

NA 

-28 06 

NA 

025 

-23.07 


NA meaas not avuinbte 


year under review. NaiunUy, it had to dip 
into reserves for the purpose. C(m- 
sequentiy,'book value declined from 
Rs 128.8 per share in 1996-97 to Rs 118.7 
per share. 

The company has now tied up with 
Legler of Europe fur technological exper¬ 
tise and marketing of their non-denim 
bottom-wearproducts, which areexpected 
to be launch^ in 1999 The production 
of bottom-wear will be undenaken at the 
company's recently modernised process 
house (the modernisation was done at an 
investment of Rs 2S crore). Since the 
company is already connected with gar¬ 
ment manufacturers in its current busi¬ 
ness, It has a good and regular customer 
base and the marketing aspect appears to 
be taken care of. This venture is a part of 
the company's long-term strategy of look¬ 
ing at niche maricets. It has alre^y set up 
a joint venture with Manifattura de Valle 
Brcmbana of Italy for mnaufactunng high 
value cotton shirting at Nagpur in addition 
to foraying into the growing home fur¬ 
nishing market through a SO. SO joint 
venture with Manifattura Castiglioni SPA 
The Nagpur joint venture, christened 
Morarjee Brembana, was .set up at a total 
cost of Rs 7f crore and has a capacity of 
4.6 million metres and is fully export- 
oriented. Moraijee Mills invested Rs IS 
crore in the Rs 30 crore equity of the new 
company, with the remaining cost funded 
by debt. 

Keeping in mind that the textiles busi¬ 
ness has been sluggish of late, the com¬ 
pany is now taking up the only option 
available in order to survive - of moving 
up the value chain. And for this the com¬ 
pany has taken the help of fashion design¬ 
ers and Italian know-how and churned out 
a range of contemporary products that 
match the mindset of the current genera¬ 
tion Apparently, the same .strategy has 
been successfully applied by companies 
such as Ai vind Mills (for its jeans), Gaiden 
(designer .sans), and Madura Coats (shuts 
and trousers) 

Faced with tough competition from the 
powerloom sector, the company decided 
that since it could not compete on price, 
upgrading technology and quality with 
the help of joint ventures would help it 
secure a niche market. With this in mind. 
It set up three 50*30joint ventures, all with 
Italian firms - mainly because Italy has 
become base for the fashion business and 
has the roost innovative designing talent 
and a healthy textile industry. 

Moraijee Mills’ stock presently quotes 
at around Rs 10 on the bourses. 
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AMERICAN EXPRESS BANK LTD. 

(INCORPORATED IN THE UNITED STATES OF AMERICA WITH LIMITED UABIUTY) 

INDIAN BRANCHES 


BALANCE SHEET AS AT MARCH 31.1999 


(Amounts in (huus>tnds ol Indian Rupees) 


Note 


CAPITAL AND 
I.IAB1LITIFJS 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1999 


(Amounts in thousands or Indian Rupees) 


Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 


2 156,825 156,825 

3 2,315,486 4,288,742 

4 I7,33I,'>6.S l<J,8ll,143 

5 10,732,567 6,012,024 

6 2,21V, in 1.964,377 

32,756,156 32,233,1 11 


ASSETS 

Cash and baliti.v'cs with 
Rc.scrvc Bank oi India 7 

Balances with hanks 
and money at call 
and short notice 8 

Investments lid) & 9 

Advances 1(e) A 10 

Fixed assets 1(0 &1! 

Other assets 12 


1,616,829 2,417,514 


5,196,997 

13.022,168 

9,614.499 

768,101 

2,537,562 

32,756.156 


6,412,473 

9,843,439 

10,805,064 

670,077 

2,084,544 


32,756.156 32,2W, in 
Contingent liabilities 13 97.453,330 69,622,486 

Bills lor collection 1,354,564 619,998 


The accompanying notes are an integral part of thit statement. 

Arthur Andersen & Associates 
Chartered Accountants 

Sd/- 

Narayan K Seshadri 
Partner 


Mumbai 
May 6, 1999 


Note 

INCOME 


Interest earned 

14 

Other income 

IS 

EXPENDmiRE 


Interest expended 

16 

Operating expenses 

17 

Provisions and 
contingencies 

18 

PROFIT 


Net profit lor the year 

Profit brought forward 


APPROPRIATIONS 


Transfer to statutoiy reserve 

Remittances to Head Office 

Balance earned forward 



1999 

1998 

3.452.732 

1,157,781 

3,266,017 

1,258,617 

^10^13 

4,524,634 

2.544,004 

1.479,915 

2,206.286 

1,192,303 

504,877 

444,580 

4,528,796 

3,843,169 

81,717 

3,212,911 

681,465 

2,667,739 

3,294,628 

3,349,204 

16,344 

2,054,973 

1,223,311 

136,293 

3,212,911 

3,294.628 

3,349.204 




American Express Bank Ltd. 

Indian Branches 

Sdf- 

Roderick Richards 
Senior Country Executive 

Sdf- 

Rajendra Prasad 
Senior Director & Financial Controller 
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AMERICAN EXPRESS BANK LID. 

(INCORPORATED IN THE UNITED STATES OF AMERICA WITH LIMITED LiABIUTY) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31.1999 


(Amounts in thousands of Indian Rupees unless otherwise stated) 


1. SUMMARY OF SIGNmCANT ACCOUNTING POUaES 


(a) General 

The naancial statements are 
cost convention (as modifiei 


xepared under the historical 
by note I(f)(ii) below) and 


conform to statuto^ proviuons and practices prevailing 
within the bankinj industry in the country. 

(b) Travel Related Serviees CTRS*) bustaien 

The TRS busineu forms part of the operations of American 
Impress Bank Ltd. - Indian Branches (‘the Bank') 
Accardingly, the assets, liabilities, incomes and expenses 
relatinf to the Bank’s TRS business are included in these 
financial sutements under appropriate captions 

(c) TranuMtioBS iavolvhig forcl^ exchai^e 

(I) Moneiaiy assets uid liabilities are translated at the 


(b) Travel Related 


Dealers Association of India (‘FEDAI ) at year-end 
and the resulung profits/losses ore included in the profit 
and loss account. 

In respect of deposits accepted under the Foreign 
Currency Non-resident (Banks) scheme which are 
swapped into Indian Rupees, the estimated forward 
premia (i e the difference in the spot and forward rales 
of exchuge) prevailing on die dine of such swap, are 
pro rated over the tenor of the swap and charged to the 
profit and loss account as ‘interest on deposits’ 
Further, in respect of Indian Rupees which are swapped 
into foreign currency, the estimated forward premia 
prevailing on the date of such swap, are pro rat^ over 
the tenor of the swap and recognised in the profit and 
loss account as ‘interest earned - others’ 

(10 Inccmieandexpen^tuieilemsaretranaluedaithe uteb 
of exchaiy prevailing on the date of the transaction 
(Ui) Outstanding focwardexchangeconiractt are revalued 
at rates of exchange notified by FEDAI for specified 
maturities and the resulting prrmts/losses are included 
in the profit and loss account. 

(hr) Outsianding derivative transoctiont, which include 
crass-cunency swqit, crou-curiency options and 
forward rate afreemenis, are measured at their fair 
value which mvides for the market risk on these 
transactions, the resulting proflts/losses are Included 
in the profit and loss account as‘net profit on exchange 
transactions’. 

(v) (Contingent liability in respect of ouutanding cross- 
currency forward exchang e con tracts is suted at the 
exchange rates notified by FEDAI at year-end. and in 
resnect of other forward exchange contracts, is stated 
at me contracted rates of exchange. 

(vf) Contingent liability on account of guarantees, 
endorse m ents and omer obli gation s are stated at the 
rates of exchange notified by FEDAI at year-end 
(4) Inveelaaente 

Q) All investments, except debMtures and bonds, 
commercial paper and certificates of depusit, are 
valued at the lower of book viriue and market value at 
ycar«id.Daprecialian,ifany,inibevalueofihvBsbnento 
is charged to the pnrflt and Ion account Market value 
isdetermined on the basis of itockexchange quotations 
or prices indicated by the ReserveBankoflnduif’RBr) 
at year-end. Where such quototions/prices are ikh 
available, market value is determined using the yield 


pattmi indicated by the RBI 

(ii) Debentures and bonds, being unquoted, ate valued at 
cost 

(lu) Commereial paper and cemflcttes of deposit are valued 
at cairying cost which includes discount accrued on 
a straight line basis over the penod to motunty 
(c) Advances 

Doubtful advances are identified by periodic appraisals of 
the portfolio by management and ^propnaie provisions are 
made based on the provisioning sidelines issued by the RBI 
The related interest on such dwbtful advances is ceiled to 
an interest suspense account and not accrued as income until 
received Advances are stated after dmluction of specific 
movisions and interest in suspense 

(f) Fixed asaels and depredadon 

(i) Fixed asseu. other than premises, are slated at cost 
less accumulated dqxreciaiion. The Bank capitalises all 
cosu relating to the acquisition and installation of fixed 
asseu. However, fixed assets costing less than 
Rs S,(X)0, acquired for the use of the Bank’s TRS 
diviaioa. are not capitalised. 

(ii) The Bonk had revalued ile premises in Mumbai at 
* Match 31. 1993 by Rs 74.1 million based on their 

market values detennined by a Government registered 
valuer. The surplus arising out of such revaluation had 
been credited to a property revaluation reserve. 

(ib) Dqneciation on fixed assets, other than those used by 
the Bank’s TRS business, is provided pro rau to the 
period (d use on the straight line method. Dqireciatlon 
on fixed asseu used by the Bank’s TRS busineu is 
provided pro rou to the period of use on the written 
down value method. 

All fixed useis, except improvemenU to owned and 
leased premises, computer software, furaiture and 
fixtures (other than those used by die Bank’s TRS 
busineu) and equipment used by die Bank’s TRS 
buuneu, are depreciated using rates presenbed by 
Schedule XIV to the Compaiues Act, 1^6 Other 
useU are depreciated using rates ranging between 
11 SB and 33 ^ pa cent pa annum, defending upon 
management’s estimate of the useful economic life of 
these asseu. 

(g) RaHrainmt beswfUs to staff 

TheBank hu created separate recognised fonds for provideni 
fund, pension and gratuity benefiu to enmloyees. mvisions 
for pension, gratuity and leave encashment benefiu ore 
based on on actuarial valuation at year-end by an independent 
actuary. 


2. CAPITAL 
Capital 

Deposit kept with Reserve 
Bank of India under 
Secdoh 11(2) of die Banking 
Regulation Act, 1949 


1999 1998 


IS6,82Si 156,825 
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AIVIERICAN EXPRESS BANK UD. 

(INCORPORATED IN THE UNITED STATES OF AMERICA WITH LIMITED LIABIUTY) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31. 1999 


(Amounts in thousands of Indian Rupees unless otherwise stated) 




14. INTEREST EARNED 


Intercsi/divcouni on 



advances/bills 

1.(63.573 

1.493,275 

Income on investments 

1.522,(.26 

1..3.35.668 

Interest on balances with 



Reserve Bank of India and 



other intcr-hank funds 

43(),8(i9 

356.973 

Others 

1 (6 264 

80.101 


3,452.7(2 

(.266.017 


Income on btlls discounted/ 
advances extended to 
AEIL. included tn interest/ 
discount on advances/bills 

15. OTHER INCOME 

Commission, exchange .tnd 
brokerage 

Net piofit on sale of sccuiiiics 
Net loss on sale of land, 
buildings and other assets 
Net profit on exchange 
Iransaclioiis 
Misicllancoiis income 


16. INTEREST EXPENDED 
Interest on deposits 
Interest on Re.scrve Bank ol 
India/inier-bank borrowings 
Others 


17. OPERATING EXPENSES 
Payments to and provisions 
tor employees 
Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on the Bank's 
property 

Local Advisory Board 
members' fees and expenses 
Auditors' fees and expenses 
Law charges 
Postage, telegrams, 
telephones etc 


2(1 I <'4 43.219 

7»7,54? 667,349 

7« S89 200,148 

(7.208) (7.528) 

345.958 (63.85.3 

2.89 7 34.795 


1,157,781 1,2.58,617 


1,726.263 1.811..523 

470.889 (64.954 
.346.852 29,809 


2,544.004 1 2.206.286 


Repairs and maintenance 
Insurance 

Interest lax (net ol relunds 
Rs 13 51 million (1998-Nil)) 
External data ptocciSing 
Travelling 
Other cxpi'mliture 


IK. PROVISIONS AND 
CONTlNfJENCTES 

Depreciation in the value of 
securities 

Provision/( wnte-back) 

Dor doubtful advances 
Provision lor income-ta\ 


1999 

1998 

55,626 

44.553 

14,041 

11.947 

9,560 

26.300 

19.674 

9,826 

64.887 

55,165 

190.223 

185,435 

1.479.915 

1,192.303 

15,224 

21.949 

23 (.35.3 

(84.739) 

256,300 

507.370 

504,877 

444,580 

i RATIOS (in per cent) 

9 08 

9 68 

0 17 

0 18 

9 25 

9 86 



Tier 1 capital 
Tier II capital 
Total capital 


The above capital to nsk a.ssets ratios are determined on 
<thc basis of citculars issued by the RHI 


20. BUSINESS RATIOS 

(a) Interest income as a 
percentage to working 
funds 

(b) Non-interest income as a 
percentage to working 
funds 

(c) Operating profit as a 
percentage to working 
funds 

(d) Return on assets 

(net profit as a percentage 
to total assets) 

(e) Business (deposits plus 
advances) per employee 

(0 Profit per employee 


31,440 

86 


34.244 

758 


21. PRIOR YEAR COMPARATIVES 


Mor year amounts have been reclassified where necessary 
to conform to current year's presentation. 
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AMERICAN EXPRESS BANK LTD. 

(INCORPORATED IN THE UNITED STATES OF AMERICA WITH LIMITED LIABIUTY) 

INDIAN BRANCHES 


AUDITORS* REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 


We have examined the balance sheet of American Express Bank Ltd. - Indian Branches (‘the Bank*) as at 
March 31,1999 and the related profit and loss account for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. We 
have also obtained all the information and explanations which, to the best of our knowledge and belief, were 
necessary for the purposes of our examination and have found them to be satisfactory 

In accordance with the provisions of Section 29 ol the Banking Regulation Act, 1949 (‘the Banking 
Regulation Act*) and the provisions of sub-scclions (I), (2) and (5) of Section 211 and sub-section (S) of 
Section 227 of the Companies Act, 1956 (‘the Companies Act’), the financial statements are not required 
to be, and are not, drawn up in accordance with Schedule VI to the Companies Act. The financial statements 
arc. therefore, drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Banking 
Regulation Act 

In our opinion, the accompanying financial statements give a true and fair view of the state jof affairs 
of the Bank as at March 3L, 1999 and of its profit lor the year then ended. 

Furthermore, iii our opinion, 

(a) the transactions of the Bank which ha\e mme to our notice have been within its powers; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, have 
complied with the accounting standards referred to in Section 211 (3C) of the Companies Act, insofar 
as they arc not inconsistent with the Banking Regulation Act and the method of accounting prescribed 
by the Reserve Bank of India, and give the information required by the Companies Act, in the manner 
so required for banking companies; and 

(c) the Bank has maintained proper books ol account as required by law insofar as appears from our 
examination of those books 


Aithur Andersen & Associates 
Chartered Accountants 

Sd/- 

Narayan Y Seshadri 

Mumbai Partner 

May 6. 1999 


Economic and Political Weekly June 5, 1999 









CIVIL LIBERTIES _ 

India and the International Red Cross 


A G Noonini 


Though India has not ratified the protocols relating to humanitarian 
law applicable to armed conflicts, i/i a recent judgment, the Supreme 
Court held that the courts are under an obligation to give due regard 
to international conventions and norms for construing domestic laws. 


ON August 12, 1999 it will he 50 years 
since the four Geneva conventions were 
signed. India ratified them ail One con¬ 
vention dealt with the amelioration of the 
condition of the wounded and sick in the 
Fields, another, with the wounded, sick 
and shipwrecked members of armed f oflcs 
at sea; the third related to the treatment 
of prisoners of war; the last dealt with the 
protection of civilian persons in time of 
war 

On June 8, 1977 the Diplomatic ('on- 
ference on the Reaffirmation and Oevetop- 
ment ol International Humanitarian L aw 
Applicable in Armed Conflicts dtew up 
two protocols to the conventions of 1949 
Protocol I supplemented the conventions 
fot the protection of war victims 
Protocol II related to protection ot victims 
of non-intemational armed conflicts in 
cases where the armed dissident gioups 
which “under rc.sponsihle command, ex¬ 
ercise such control over a part of its (the 
state’s] territory as to enable them to carry 
nut sustained andcoiK-ened military op,M a- 
tions and to implement this piotoc-ir’ It 
explicitly provides in Article 3 that the 
protocol will nut affect the soveieignty I't 
the state or its responsibility to “ic-esiab 
hshlaw and order” or to “defend its nuiioiul 
unity and territorial integrity". Despite 
this India has noi ratified the protocols to 
this day despite a plea to all non-ratifying 
slates by an international conference in 
1993. 

Common to all the four conventions is 
Article 3 which deals willyirmed cnAflicts 
“not of an international character” even 
if the dissident armed group does not 
control any territory It does not “affect 
the legal status of the parties to the con¬ 
flict” (vide the writer's article 'India and 
the Geneva Convention Protocols’, hPW. 
April 4. 1998) Article 3 explicitly 
recognises the locus standi of the Inter¬ 
national Committee of the Red Cros.i in 
such situabons. 

That article analysed Article 3 and 
Protocol II, tex.ually. There is however a 


wider question still to be considered It 
has two aspects. The status of the conven¬ 
tions in India's domestic taw and the sig- 
iiiPcance of the protocol in international 
law, India’s non-ratification notwith¬ 
standing. On the first the Supreme Court 
of India delivered a judgment on January 
20.1999 which recalled earlier cases and 
laid down the law in clear terms (Apparel 
Hxport PromotionCouncil vs A KChopta 
(1997) Supreme Court Ca.ses 759 at 776). 
Delivering judgment on behalf of justice 
V N Kharc and himself, the chief ju.stice 
ot India, Justice Dr A S Anond said: 

This court has in numerous cases 
emphasised that while discussing consti- 
lutional requiicments, court and counsel 
must never forget the core principle 
embodied m the international conventions 
and instruments and as far as possible, 
give effect to the pnnciplcs contained in 
those international instruments Thecourts 
arc unde' an obligation to give due regard 
to mtcniaiional conventions and norms 
lor Lonstruing domestic laws, mote so, 
when there is no inconsistency between 
then: and thcie is a void m domestic law 
In cases involving violation of human 
I ights, the courts must forever remain alive 
to the international instruments and con- 
veiiiions and apply the same to a given 
t ase when there is ik> inconsistcrK'y bc- 
luecn the international norms and the 
domevlK law occupying the field In the 
iiislani case, the high court appears to 
has c totally ignored the intent and content 
of the mtemalional conventions and norms 
while dealing with the case 

Tile Geneva conventions of 1949 aic, 
themlo.c. highly relevant if a case con- 
ceining a victim of armed conflict, inter¬ 
national or one envisaged by Article 3, 
comes up hi'forc any Indian court The 
vu'tim IS entitled to redress for any vio¬ 
lation of Article 3 by India. 

In intomationai law the principles laid 
down in the protocols may be said to con¬ 
stitute a code of recognised intcniational 
humanitarian law. Even declarations 


adopted by the UN general assembly have 
been accorded such a status. In 1986 the 
International Courtof Justice at the Hague 
ruled in the US vs Nicaragua that Article .1 
3 is mandatory on the states and it is rid 
more than an extension cf irUemational 
law. 

Modem international humanitarian law 
has altered many cherished dogmas ol 
international law of old. The individual IS 
no longer a mere ‘object’ of the law. He 
has nghLs in the law in his own right. 

It IS little realised in India that the special 
rapporteurs appointed by the UN Human 
Rights Commission have, in their reports 
over the years, enunciated important rules 
of the law. Referring to them Daniel 
O’Donnell made an important point in his 
article 'Trends in the Application of Inter- ' 
national Humanitanan Law by the United j 
Nations Human Rights Mechanisms’, j 
published in that excellent journal Inter- | 
national Review of the Red Cross (No 324; j 
September 1998). He writes: 

Of course, customary international law i«^ 
created by states, not by UN rapporteurs, 
even those who are authorities on inter¬ 
national law But the interpretations of 
fered by UN lapporteurs cannot be 
brushed aside TTiese are serious efTorts by 
competent international experts to deter¬ 
mine how humanitanan law can and should 
he applied to meet the exigencies of real 
situations Theyniakeacontnbutiontothc ^ 
understanding ot the law which, despite 
the limitations inherent in the workmg 
methods used, cannot be overlooked. 

Even more important is the value of the 
.statements by UN human ngnts mecha¬ 
nisms as a stimulus fot state practice 
regarding humanitanan law, including ihr 
Mate of states whose conduct is.aliudccr' 
to and the states which make -jp the UN 
bodies that receive these reports. The 
reports referred to here are submitted to 
the Human Rights Commission, which is 
composed of S3 UN member states, and 
in .some cases to the general assembly or, 
less often, the secunty council. To the 
extent that the UN human rights mecha¬ 
nisms developacoherent body of interpret 
ation that is not contested by the states 
directly concerned and is approved by the 
political organs of the Umt^ Nations, they 
can. with time, make a real contribution 
to the development of customary stan 
dards of international humanitarian law 

International law is growing fast. The 
trend is unmistakably towards the strength¬ 
ening of the rules of humanitanan law 
rather than the ‘right’ of the states to^ 
violate them. 
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COMMENTARY 


Sino-Indian Rdations since Pokhran n 

Alka Acharya 


India-China relations deteriorated after India's nuclear explosions. 
China feels that the onus lies with India to make good the damage 
done. India expects China to be more .\ensitive to its security and 
strategic concerns. It is possible for the two countries to temporarily 
shelve problems which are intractable and improve bilateral relations 
by other means. 


niE yin and yang oflndia-C^hina relations 
was never more evident than in the year 
since the Indian nuclear tests ol'May 1998 
If the war of 1962 constituted the first 
major watershed in India-China relations, 
both in terms oi taking the relationship 
Irom one extiemc to the other as well as 
altering the power equations in the sub¬ 
continent, the Indian nuclear explosions 
of May I9<)K constituie the next dramatic 
turning point, with almost .similar 
consequences. 

The altcrmath ot Pokhran II saw a lairly 
drastic downward swing in India-China 
relations, llic general hope, that it was 
only a temporary .setback which would 
sixin be tided over, took almost a year to 
materialise - and that too, not entirely. 
Both countries have di 11 crent and di vergent 
views on the causes and .solutions to the 
imbroglio. While China feels that the onus 
lies with India to make good the damage 
done, India believes that China should be 
more sensitive to its secuiity and strategic 
concerns The exchanges have been sharp 
and often bitter, raising senous doubts 
about the validity of the general belief that 
the management of Siiiu-lndian relations 
had, on the basis of the agreements and 
confidence buikimg measures of the past 
decade, achieved a more mature and 
enduring foundation - in other words, had 
become a kind of non-antagonistic 
contradiction as it were The treaties and 
agreements between the two - so sub¬ 
stantial on paper - did not provide a suf¬ 
ficient bulwark againsi the nucleartension. 
The past, it seemed, was set to dictate the 
future once again. 

It IS neither oui intention nor objective 
to discuss the reasons and motivation for 
India's decision to go nucleai or even to 
assess the wisdom or otherwise of its 
da;!aied concerns regarding the 'deterior¬ 
ating security environment’ in general and 
the China factor in panicular. Atal Behan 
Vajpayee’s much discussed letter to 
Clinton is by now all loo well known. And 


yet It is worth mcalling the operative pan 
of that letter which cites China as the 
major reason for its nuclear explosions. 

“ .We have”, wnrte Vajpayee, “an overt 
nuclear weapons state on our borders, a 
state which committed armed aggression 
against India in 1962. Although our 
relationship with that countiy has improved 
in the la.st decade or so, an atmosphere of 
distrust persists mainly due to the un- 
rc.solved hoidci piohlem. To add to the 
distru.st, I hat cuunti y has matenally helped 
anothci neighbour of ours to become a 
covert nucIcai weapon state." At one level 
there is nothing .stuitingly new or revealing 
in this letter as icgiads the Indian position. 
I'he.se facts have appeared in the annual 
dcicnce reports brought out by the Indian 
ministry of dcicnce The annual report for 
1996-97 for in.stance clearly spelt out 
“India's concerns regarding China’s 
defence co-operation with Pakistan's 
clandestine nuclear programme and the 
sale of missiles and .sophisticated weapons 
systems by it to Pakistan", which were 
“conveyed to the Chinese side” The report 
also mentioned the “...progress that China 
has made in the lecent years in upgrading 
hcrnucicdi aiscnaland missile capabilities 
(which) will continue to have relevance 
forlndia's .sccuiity concerns. Upgradation 
of China’s logistic capabilities all along 
the India-ChinJ border fur strengthenea 
air operations has to be noted.” The 
problem, as the Chinese mentioned in their 
official statement of May 14,1998. is that 
India “.. maliciously accused China of 
posing a nuclear threat to India" and that 
this “gratuitous accusation" was "solely 
for the purpose of finding an excuse for 
the development of its nucleai weapons”. 
It were the Indian bona Tides which were 
being denounced. 

A ca.sual survey of writings in the pre- 
Pokhran penod, both by Indians and 
Chincseon the bilateral relationship reveals 
that they unfailingly begin by praising the 
efforts by both sides to improve the 


rclationshi p and then add that despite these 
efforts, “deep mutual suspicionanddistnist 
still cxisLs” In a sease therefore, Vajpayee’s 
letter to Clinton finally verbalised this 
suspicion and mistrust which ever since 
the war, has been fairly deeply entrenched 
within a certain section ol the elite which 
has been seriously disturbed by the 
asymmetry of power between the two 
countries. A strong ca.se toi exercising the 
nuclear option has thcrotore tiguied 
prominently in some Indian writings 
evaluating the Indian security environment 
much before the May 1998 explosions. It 
would therefore not be quite accurate to 
maintain thatlndia'sexcrci.scof thenuclcar 
option came as a surpnsc to the Chinese, 
liiey had good reason to expect that, 
especially since the change of government 
in February 1998, inasmuch as the leading 
partner of the ruling coalition - the BJP 
- had made its nuclear intentions explicit 
III Its election manifesto. On the other 
hand, judging by their official statements 
and non-official wirting. as well as their 
public postures both at bilateral and 
multilateral fora, the problem aro.se from 
their perception that India had used the 
'China threat’ as a pretext to justify its 
nuclear explosions From another point ot 
view Vaipayec’slettei to Clinton implied 
India’s acceptance of a unipolar woi Id and 
the US as the only superpower to which 
therefore explanation was due of such 
de.stabiiising things as nuclear explosions 
This could have been equally irk.somc 
One may recall here that sfmitly before 
the explosions, the Indian defence minister 
had described China as India's ‘enemy 
nuniher one' and though the PRC had 
reacted sharply, there was an attempt to 
isolate this as an individual opinion from 
the Indian govenimcnt's basic po.sition as 
‘his .so-called view’ and ‘his accusation’. 
George Fernandes though, had himself 
denied that he had used this expression. 
Besides the PLA army chief. General Fu 
(^anyou who visited India in the last 
week of April was received by the prime 
minister which could be interpreted as a 
positive signal But Vajpayee’s letter 
effectively appeared to close all options 
For the Chine.se, it was no less than the 
stand of the goveinment ot India This 
unfortunate development should have been 
explained with spc'ed and despatch To be 
sure, right from after the explosions, India 
has been making consistent overtures and 
conciliatory statemeiiLs to clearthc tensions 
even though it must be admitted that the 
signals from New Delhi have not always 
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been consistent. Geotge Fernandes* ohaige 
in April 1998 about the Chinese having 
built a helipad in Arunachal Pradesh was 
promptly refuted by Vajpayee; again 
Fernandes' reported designation of China 
as the ‘enemy number one’ was sought to 
be explained and modified, and the 
statement in October 1998 by the director- 
general of the Indo-Tibetan Bordei Police 
(FTBP) Gautam Kaul that the Chinese were 
amas.sing troops along the line of actual 
control was also termed as inaccurate laiei 
on by the government. 

The prime ministeras well in clanlicatory 
statements to parliament in Sepleinher 
1998 stressed the fundamental Indian 
desire tohave fnendly relations withChina 
and a satisfactory solution to the border 
dispute through negotiation He also 
emphasised that by working together. India 
and China would serve not only bilateral 
interests but regional and global ones as 
well Then in October, the principal 
secretary to pnme minister Vajpayee, 
Rrajesh Mishra, also stressed that India 
did not regard China as an enemy and that 
It would like to solve all problems through 
substantive dialogue However, almost till 
the end of the year, none of these overture., 
seemed to make any difference 

The Chinese go\ eminent expressed I heir 
displeasure and anger by unilaterally 
deciding to indefinitely postpone the joint 
working group (JWG) meeting This 
decision, which cleai ly contravened a clear- 
cut understanding reguiding a mechanism 
set up at the prime ministerial level, was 
not politic to say the least It was almost 
a year after Pokhran II that the formal 
mechanics of the India-China dialogue 
were restored, and it came about when the 
Chinese signalled then w illiiigness to hold 
It. The tenth JWG meeting had taken plac e 
inNewDelhiinAugu.sl 1997 Tlieelevciiih 
JWG meeting was held on April 26,199'J 
the two delegations being led by the Indian 
foreign secretary and the Chinese vicc- 
foreign minister, respectively It was a step 
forward, to be suic, but only to go back 
to the pa.st. Indeed, it one examines the 
content of the India-Chma dialogue and 
interaction in the last two months, it seems 
as if there has been no forward movement 
at all The two sides have begun to talk; 
the issues are much the same, familiar 
reiterations and restating of old positions 
- only this time the dialogue is in the 
nuclearshadow The latent mislmst which 
was so unfortunately eiiibla/oned by India 
last year, has only deepencHl on both sides 
And in such a situation, gentle pre.ssure 
tactics acquire troublesome proportions 
For the first time since the JWC talks had 
begun 10 years ago, Xinhau. the Chinese 
official news agency, reported at the end 


of May 1998 that India was in possession 
of Chinesetenitoiy.Xifl/iMaalsocriticised 
the Indian government’s decision to diift 
J and K affairs from the prime minister's 
office to the ministry of home affairs clearly 
a domestic matter. “It is expected” 
commented Xinhua, “to cast a new shatbw 
over the Kashmir issue, the major dispute 
between India and Pakistan in the past 
more than five decades...” Advani was 
also described as being ‘intransigent’ on 
the Kashmir issue. Of late, the Chine.se 
have also been referring to the UN 
lesolution on Kashmir in the context of 
solving that problem. This stand on 
Kashmir is yet another change from the 
neutral one that was in evidence for the 
last lew years and was given shape during 
Jiang Zemin’s 1996 visit to the 
subcontinent. Pakistan has been their 
strategic ally and the recipient o( 
considerable military (both conventional 
and nuclear) assistance. Indian concerns 
III that regard have not always been 
appieciatcd by the Chinese or at any rate, 
publicly, the benefit of the doubt has gone 
to the Pakistanis. 

To the earlicrcauscsof mistrust. vi/„ (he 
territorial question and their military 
relationship with Pakistan is now adik'd 
the nuclear problem. On this mattci as 
well, there seems to be, at the moment, 
no piospccts of discussion and dialogue 
wtiereas the need for it could not be greater 


The Chinese position diat bdia should 
sign the NPT and in effect roll back its 
nuclear programme only serves (ogive the 
impression that they are unwilliiig to accept 
the new strategic reality in the region. (Not 
only that, the Chinese will not extend the 
benefit of their own logic as regards the 
accession to international treaties and 
agreements which finds some echo in the 
Indian stand on the NPT/CTBT. Indian 
tests, it seems are against the ‘tide of the 
times’ quite apart from having forced 
Pakistan to follow suit and thus unleashed 
an arms race in the .subcontinent.) It may 
be mentioned here that the above-stated 
position is one that all the P-S countnes 
take and for some time now, the Chinese 
have been placing a great deal of emphasis 
on their role a.s a responsive and responsible 
member of the global community and as 
a major power upholding the global non- 
proliferation regime This kind of a stance 
bnngs to mind, in terms of the sheer 
contrast, the first ever speech made by the 
PRC delegate to the UN in 1971 Atatiihe 
when the Indo-Pakistan war was less than 
two months away and the continuing 
insi'igcncy in Bangladesh seemed to show 
no signs of ending, his speech had retlccted 
no concern regarding the .south A.sian ensis 
- in elfcet, he juM ignored it However, 
as long as China continues to take the 
position staled above, there can be no hope 
lot any substantive nuclear dialogue 
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between India and China. This is likely 
to create a vicious circle in which the 
relationship would only deteriorate. The 
greater the delay in getting down to a 
senous discussion on the nuclear issues, 
the greater the chances of further vitiation 
of the attnpsphcre of suspicion and 
mistrust. That will only further undermine 
eftortsatrestoiinganydegrceof confidence 
on cither side vis-a-vis the other, which 
in turn will diminish even more the chances 
oi a nuclear dialogue 

If the year had begun with India writing 
to the US about the China threat, it ended 
with China tainng the Indian and Amcncan 
action with the same brush. To give one 
example, the journal of the quasi-oflicial 
tbmk-tank. The Chinese People’s Institute 
of Foreign Affairs, Foreign Affairs 
lournal, in its March 1999 issue cames 
an article by the chaiiinan of the China 
Institute for international Strategic Sludie.s 
Xiong Kuangkai. titled, ‘Characlenstics 
of Present Internationa! Security Situation' 
which IS the text of a speech delivered at 
the annual symposium of the Institute oi 
Foreign Affairs. This article lists "as many 
as to odd major crises which broke out 
m the field of international security” in 
1998 and divides them into different 
categories The third of the categories is 
the "crisis brought about by the research 
and development of weapons of mass 
destruction by some countries, such as the 
nuclear tests conducted by India and 
Pakistan" And in Xiong’s assessment, the 
“Indian and Paki.stani nuclear crisi.s’’along 
with ‘Ihe United States military strike for 
retaliating against international terrorist 
activities” arc "new emerging situations 
which merit attention and arc also new 
unstable t-lements in the international 
security situaton”. This article is clearly 
indicative of the official thinking in China 
today regarding the nature and impact of 
the Indian nuclear tests The interesting, 
even though somewhat strange aspect is 
iheclubbingoftheUSinihtaryintcrvcntion 
with Pokhran II, in terms of their 
destabilising effect on the present global 
scenario. Strange, bccau.se the Chinese 
stand, on a nation's right to acquire nuclear 
wcapons/technology hxs taken a turn in 
the opposite direction, as pointed above 
in a different context, and also because not 
.ai vciy long ago, India was among the 
leading countries with which it .sought to 
loin hands in opposing the hegemonic 
behaviour of the US and other powers. 
Further evidence, if more were needed, 
pointing to the drastically changed power 
equation between India and China. 

On the Chinese side however, distinct 
from the government's stand, have been 


the responses and efforts of a small but 
substantial groupof ‘fnends of India* who 
have expressed theii discomTiture at home 
vis-a-vis the *haidlinrn>’ and have regretted 
the embanassment they underwent last 
.summer. Prominent in this group is the 
former ambassador to India, Cheng 
Ruisheng, who also led an academic 
delegation to the second round of India- 
China scholars dialogue in January this' 
year He also met the Indian president who 
on his part rciteiatcd the need and 
importance of India-China friendship 
Interestingly, this meeting was prominently 
mentioned in the Chinese media 

A year of unremiiiing efforts finally 
brought some change in the Chinese 
attitude It may he mentioned here in 
passing that dining this year, de.spite the 
tensions, movement oi people and visitors 
to and fro did not decline. Invitations to 
prominent pei suiidlitics, among them Soma 
Gandhi, also tlowed in. China’s largc.st 
.state-run corpntaiion. China National 
Chemicals Import and Export Corporation 
went ahead with its decision to expand its 
business of exports of natural gas, crude 
nil, etc, to India and the Chinese have 
reportedly been expressing a great deal of 
interest in iiifoimation technology. 
Addressing a press conference after the 
second plenaiy session of the ninth 
National People’s ( ongress, in March this 
year, the Chinese foreign minister Tang 
Jiaxuan admitted that "recently” they had 
“noticed that ihe leaders of India have on 
.several occasions made public statements, 
exprc.ssing wi.slics lo improve iclations 
with China They have repeatedly stated 
at present India does not think China is 
posing a threat to India. Wc welcome 
that." Shortly thereafter, the long delayed 
JWG meeting was held. 

The re-commencement of the formal 
dialogue between India and China alone 
will not be siilfttient to also initiate the 
process of once again bringing about a 
cordial and tnendty atmosphere in which 
to discuss oths'i matters. Clearly however, 
the qualitative!) diflerent footing of this 
relationship should bt‘ reflected in a sharper 
and clearer focus on India’s strategic 
objectives and policy vis-a-vis China. The 
JWG has to begin to render results and 
not just allowed to degenerate into a rathei 
stenle exchange of much uki well known 
stands The reK»pnition of Sikkim is yet 
another important matter on which India 
has to persuade China lo change its rather 
ambiguous stance. The symbolic im¬ 
portance of this aspect of Chine.se 
behaviour needs no elaboration. 

The post-Pokhran developments led to 
adefinite degencration/detenoration in the 


congenial and upbeat atmosphere of the 
past few years which is .so e.ssential for 
the negotiations on the border and for the 
continuation and promotion of trade, 
tourism and commerce It had been 
suggested, much before Pokhran II. that 
India and China ought to concentrate on 
business and let the 'problems left over 
by history" be solved in their own time and 
at then own pace Theic is some merit in 
the aigument that when seiious or 
intractable pioblems are making no 
headway or showing no move towards a 
solution. It may be a better opi mn to shelve 
the problem temporarily and impiove the 
bilateral relationship by other means The 
slow and steady progress in Sino-Indian 
bilateral trade (the total turnover has 
crossed the $ I billion murk) and the fact 
that India is the PRC’s largest .south A.sian 
trading partiiei is often cited as priKif of 
thccfficai y of such an appi oath Butthen. 
can the maitei of trade and (.omtiieric be 
seen in isolation tiom the questions of 
politics'^ Sino-lndian relations have never 
been eithei characiei ised or dominated by 
(pure) coniinercial mteiesis Business, as 
ilic saying goes, seemed to be too important 
to be left to the businessmen There can 
he no denying that trade and commerce 
can only floun.sh in a congenial political 
atmosphere or where consistent and overt 
efforts are made at the top levels to defuse 
tensions 

It cannot be denied that there is a notable 
hcsitat ion on the part of the Indian business 
community about enteiingChina Not only 
IS there lack ot adequate and basic 
information (though this aspect is now 
beginning toget the importance it deserves 
from the Indian business conimuitity and 
attempts are being made, notably by the 
Contcrderalioiii't Indian Industries fCII). 
inconipilingeconoiiiK data alxiut the PRC) 
andthcinevitahk andoneioushuieaucratic 
and legal huidics, but questions about the 
sustainability of Ihe lelationship inevitably 
crop up rile vagaries of this iclationship 
have not exactly fosteied a .sense of 
confidence among the Indian investors, 
about the kind ot retuins one could 
reasonably c\iK*ct. sonic succevs stones 
notwithstanding Ithasalsobeen sugge.sted 
by many at various times that the nature 
of India-China tr4ide is es.scntially com¬ 
petitive and (hat therefore there are limits 
to the extent to which business can go 
Besides, It issomewhat cliff ictilt lo piomoic 
bolder trade beyond certain levels, in a 
situation where borders arc contested and 
there aie dictates of geopolitics and other 
kinds of tcusioii^ in those areas This i • 
not t(' deny the importance of small-scale 
liadr whic h is of enotmous benelit to the 
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tribes liviqg on the borders and should be 
encouraged for all it is worth. However, 
the signiflcane of carrying on with trade 
and commerce for imparting a certain 
amount of continuity and normalcy should 
neitherbcover- norunder-esttmaled. When 
a particular state of affairs/relalionship 
persists with incremental changes over a 
fairly long period, in which a contentious 
bonter occupies centrcstage and to which 
are added strategic and security concerns, 
there IS legitimate reason to pause before 
investing. This naturally leads one to 
reiterate the necessity of speeding the 
process of negotiations on the bordei and 
its settlement. 

It is not in either India’s or China’s 
interests to have a hostile or antagori.stic 
relationship This realisation, among 
others, leads one to the obvious conclusion 

JAMMU AND KASHMIR 


AS the working chairman of the Regional 
Autonomy Cominitiee, appointed by 
Jammu ai^ Kashmir goveniment, I .sent 
a draft report to all its members, including 
the chief minister on June 9, 1998 lor 
favour of their comments. The dralt ivas 
based on a conceptual framework of 
regional autonomy, which was adopted at 
a meeting of the RAC held at Jammu on 
October 25 ,1997 and now forms the first 
chapter of the report The meeting was 
attended by Mushtaq Bukhari, Pinto 
Narboo and Mubarak Gul besides me. 
Copies were sent to all the members and 
Its broad features wen* announced in the 
press. 

Ill drafting the report, I have dwelt on 
around 7S memoranda from and personal 
discussions with about 500 persons 
belonging to different parts and almost all 
ethnic communities of the state. I have 
tiled my bc.st to reconcile aspirations and 
interests of ail possible diversities of the 
state. The daunting task could not be per¬ 
formed without the giKidwiii of these com- 
mumties, that 1 nave earned dunng over 


that there is no option for these two 
neighbours to talk to each other. If there 
was in China any realistic expectation Uiat 
India would stmner or lat«’ exercise its 
nuclear option, there could well be an 
equally clear realisation that India is not 
likely to sign the NFT under the present 
circuiastances. Nor is an arms race, either 
conventional or nuclear, a desirable state 
of affairs, leave alone the matter of 
affordability or sustainability. India today 
IS no match for China, that is clear, but 
this state of affairs will not last for ever. 
The Indian nuclear explosionshave merely 
indicated acertain intention.The questions 
of weaponisation, force levels which could 
constitute adeterrent and soon, the Pakistan 
factor have become more and more 
complicated. India and China have to sit 
down together at the negotiating table. 


five and a half decades of public career, 
and the generous help willingly extended 
by leading intellectuals and experts of the 
country in the relevant fields. The foreign 
missions in New Delhi also obliged by 
sending us documents regarding similar 
expenments in their respective countries. 

Though theevents within the state during 
the last SO years have again and again 
confirmed the view I had always held on 
the subject, it has also matured by an 
objective study of these events as also 
expenenccsof regional movements in other 
states of the country and elsewhere. 

CoMsmsu-iTTs OF Nehru and Abduixah 

I raised the issue, through n^ writings 
and with the leadership of die ruling party 
in the .state and the prime minister of India 
in early years of independence. 

In my meeting with Nehru on Apnl 14, 
1952,1 reminded him in a written note that 
“the greatest internal problem of the sute 
is to maintain cordial relations between its 
cortstituent units”. While supporting the 
rights of Kashmiri leaders toclaimaspccial 


status f<x the stale, I demanded similar 
status for the constituent units within the 
state. Again reiterated the demand for 
regional autonomy inanother meeting with 
the prime minister on July 15.1952 when 
he had a series of talks with Sheikh 
Abdullah on centre-state relations. 

H^pily both agreed to my submissions. 
But unhappily their announcement on 
centre-rtate and state-region relations was 
strongly opposed by Jana Sangh and Hindu 
Maha Sabha, and their ideological protege 
in Jammu. Praja Parishad which started 
an agitation against its implementation in 
November 1952. 

In my meeting with Nehru on January 
6. l953,lsnughthisinterventiontoprevent 
what I called dangerous implications of 
the unhappy situation in Jammu and 
si>gge.sted ’’political and constitutional 
changes to remove the present unrest...An 
announcement for granting some sort of 
autonomy to each region would con¬ 
siderably ea.se the situation. It is the logical 
extention of what is being called limited 
acccs.sion.”The memorandum emphasised 
that ’’autonomy to each region would act 
as u unifying force between peoples of all 
regions”. 

Our worst fears proved true when the 
clash of regional passions culminated 
into first rupture of emotional relations 
between Kashmir and the rest of India 
which IS now regarded by most observers 
as one of the major caases of dismissal 
of Sheikh Abdullah from power and his 
detention on August 9,1953 and the move¬ 
ment he launched for nght of selt- 
determination under the aegis of the 
Plebiscite Front. 

However, my dialogue with deposed 
Kashmiri leader continued on inter¬ 
regional relations. Thus the J and KPeopIcs 
Conference convened by him in 1968 to 
discuss the future of the state unanimously 
accepted my draft on an outline of internal 
constitution for the state which included 
regional autonomy. Though the Sheikh 
reiterated hiscommitment to grant regional 
autonomy anumberof times afterretuming 
to power in 1975 and his son and successor 
also did the same, for some reason or the 
other, into which I need not go here, ii 
remained unimplemented till Farooq 
Abdullah formed his government aftei 
winning an election inter tdia on the issue 
of regional autonomy, in 1996. 

Appowiment of RAC 

Unlike the last commkssion which he 
had appointed -but never allowed to work 
- in 1987, headed by me and which 
included experts in various fields, tbii 
time it was a committee of which I wa'i 


How Government Scuttled 
Regional Autonomy 

BalraJ Puri 

The author prepared a draft for regional autonomy within the state of 
Jammu and Kashmir whit h would offer equitable share in political 
power aitd financial allocations of all the people of the state. The 
report that the govt rnment has instead tabled would divide the state 
on religious lines and leave the newly created districts powerless vi,v- 
a-vis the state government 
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a wancmg diainnan and winch comprised 
all members of the ruling party, including 
the chief minisierand the finance minister. 
But as the consent of the ruling patty had 
in any case to be decisive in implementing 
any scheme of regional autonomy and as 
the chief minister’s word was always final 
in the pally and the govemment, I accepted 
the offer of an opportunity of concretising 
my ideas which had occupied my mind for 
the last five decades; after I got all 
assurances from the chief minister of a 
free hand in my working and frank 
discussions with me whenever he had 
any reservation on any point. In no cose 
could 1 excuse myself if I had run away 
trom the responsibility which came my 
way for the first time after a life-long 
struggle. 

Though redemarcation or creation of a 
region or a district was not included in the 
terms of reference of the committee, I still 
sought a clarification from the chief 
minister who categorically ruled out 
consideration of any such demand. 
However, I found that the real urge of the 
people everywhere was for equitable share 
in political power and financial allocations. 

I am confident that the proposals contained 
in the report .satisfy this basic uige better 
than the people could themselves articulate. 
Moreover, measures have also been 
suggested to satisfy cultural urges of 
various ethnic communities. 

Farfroin claiming infallibility, I sent my 
report to all members and the chief mimster 
'in all humility* for favour of their "kind 
consideration, scrutiny and comments". 
Despite a reminder, I did not receive any 
comment. It could be a fairconclusion that 
none had any serious disagreement with 
any part of the i eport. 1 requested the chief 
minister to call a meeting for finalising the 
report. In one of his letters, he informed 
me that he would do so in the second week 
of August 1998 

Attempts to Scutile RAC Report 

Thereafter I sent many reminders and 
also request for an appointment so that we 
could discuss at least the salient features 
of the report. In fact throughout 1998, the 
chief minister remained completely 
inaccessible to me while he was obviously 
continuously in touch with his fellow 
partymen in the committee. Eventually he 
employed ingenious strategy to deal with 
my report. 

I received a letter from the chief secretary 
on January 21,1999 that my term expired 
on December 31, 1998. Through another 
order dated Match 4, 1999, the term of 
the committee minus me was extended in 
a similar retrospective way with effect 


from December 31. 1998 tin March 31, 
1999. 

It seems an alternate 28-page repcHt was 
hastily drafted and signed by thrw of the 
six original members which was udiled in 
the legislative assembly when it was about 
to adjourn sme die on April 16. Hie 
officially fabricated report is mtnguingly 
silent on a number of retevant questions. 
Why was the list of members of the com¬ 
mittee in Its appointment order withheld'? 
Was any formal meeting ever called to 
adopt the report? When and who presided 
over it? Was the chief minister, who is the 
chairman of the committee, present at the 
nreeting. II yes, why did he not sign it. If 
not. what is the legitimacy of the report? 
Was Pinto Narbuo, the member from 
Ladakh, informed of the contents of the 
report'’ If so why has he neither signed it 
nor appended his note of dissent? Why 
was it necessary to remove the working 
chairman from the committee in order to 
get an alternate report adopted if the rest 
ot the members wci c sure of their majority? 
Why has this skeleton of a report been 
referred to another body of experts when 
far more senior and eminent scholars have 
been as.sociatcd with the framing ol the 
onginal report? Is the new body to be 
selected after verifying views of its 
members in advance? V^y has valuable 
material collected by the ^gional Auto¬ 
nomy Committee such as copies of the 
memoranda, research reports submitted 
by scholars ot the eminence of Rajni 
Kothan and Rchmatullah Khan and a 
valuable note from Madhu Dandavate and 
the onginal report not been released to 
enable the people to make up their own 
mind on tlw sub|cct? 

Negation <ii RtcioNAL Autonomy 

Apart from its silence on crucial issuc.s, 
the points that the alternate report - which 
is called an approach paper - deals with 
arc intriguing It is a total negation of the 
concept of region and concept of autonomy. 
It is a paper not on regional autonomy but 
on how to negate it. For, it suggests two 
approaches First, setting up of distnet 
councils. Second, breaking up of the 
existing regions - Kashmir and Jammu 
into three parts each and Ladakh into two 
parts. 

The three proposed parts of the Kashmir 
region arc the same as were the original 
three districts of Srinagar, Anantnag and 
Baramuilah and represent three Lrdr Sabha 
constituencies Why were then these three 
districts broken into six if they have again 
to be regrouped into three? 

Leh and Kargil are already two distinct 
districts of Ladakh region. Why common 


regional i|j|nji|^ is sought broken 
except 'idifg^, 

community in one is differeiinMiA4|Mt-^ 
other Andwhathappenstotheexperiment 
of autonomous council of Leh? Will it be 
scrapped? It not, will other districts be 
given similar .status? 

In Jammu region, its Hindu majority of 
around 21 lakh population is proposed to 
be formed into a separate region from its 
two Muslim majonty parts in north and 
west with a population of b Ukh and 13 
lakh, respectively. 

Will these small backward pockets he 
able to assert their rights'’ Paiticulariy 
when the alternate approach paper 
does not propo.se to empower the trun¬ 
cated regions; which IS the essence ol 
autonomy 

The regions of Jammu and Ladakh may 
tend to be 1 uither weakened if the proposed 
tnfurcation and bifurcation encoui.ige 
communal tensions. And if the people of 
the two regions get fnghtened by com¬ 
munal vivisection of then identity, the 
altcrnau ve suggested in theapproach paper 
IS formation of distnct councils which wilt 
have far lesser power against a centralised 
regime of the stale. 

If the proposed distnct councils are to 
be modelled,on the distnct institutions 
provided in the present Panchayati Raj 
Act, It leaves no doubt about the intentions 
of the author of the alternate report. For 
the head of the district bodies under the 
act is nominated by the government which 
also has the powerto nominate 33 per cent 
women and two members each from the 
SC, ST and other classes. The same type 
ol government control - through nomina¬ 
tions and empowering the executive - is 
provided at other tiers of the panchayati 
raj. 

The alternate .approach not only lacks 
legitimacy but is also a crude a.s.sault on 
the urge of the people foi empowerment, 
decentralisation, democratisation, equit¬ 
able share in development and employ¬ 
ment opportunities and cultural enrich¬ 
ment ol each section of population of the 
state. 

The onginal report of the Regional 
Autonomy Committee is being published 
to contnbute my mite - on behalf of all 
those who co-operated in this endeavour 
- to a public debate on the subject and 
to attempts at building a composite and 
haimomous identity of the .state out of its 
rich and colourful diversities and to con¬ 
tain parochial and acnmonious conflicts 
which the present centralised monolithic 
system inevitably breeds and wnic!' 
saps the creative vitality of the people ot 
the *tate. 
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Rice Cultivation in Telangana 

Comparative Study in Irrigated and 
Non-lrrigated Zones 

Veronique Alary 

Rice culture seems to monopolise the attention of farmers whatever 
the constraint of water. Cited as the most important crop, the reason 
quoted by the farmers is its capacity to take care of basic food 
requirement of the family. But how far is it true? Is it pertinent to 
consider only the fteneral aversion to risk-taking in rural area and 
consequently the preference of a safer rice-culture? Are there not 
other factors for its popularity? This empirical analysis along with 
the underlining logic, will enable us to formulate hypotheses 
regarding risks taken in a restrictive environment. 


IN the and and semi and regions, acute 
water shortages force fanners to rc.stnct 
their production to emps requiring Ie.s5er 
watennput. such as sorghum, millet, cotton 
or pulses Climate vanation is the deter¬ 
mining factor for pioduction patterns. 
Large irrigation projects had envisioned 
the liberation of (amuTS from vaganes of 
the monsoon and encouraging a more 
efficient mode of production (chiefly 
through use of fertilisers and seeds). 
However information gathered on two 
different districts on the is.sue of constraint 
tn water supply presents agnculhiral picture 
that is determined by Nature and by political 
whim Forthe farmers this makes it nearly 
impo.ssible to formulate a .sound agri¬ 
cultural strategy. How do we explain the 
idisence of choice of farmers in these two 
regioas? 

The survey covered 16 farmers in 
December 1997 m Mahbubnagar and 
Nalgonda districts. The two regions under 
study belong to the agro-climaiic zone to 
the south of Telangana, characterised by 
very low annual rainfall (less than 819 mm 
per year). Almo.st half of the cultivated 
area at Nalgonda benefits from water of 
the Nagai]una Sagar canal but land in the 
Malibubnagar disinct remains dependent 
on erratic rainfall. Through the production 
patterns observed in these two zones, we 
propo.se to analyse the productive strategies 
of cultivators and also, to bnng out the 
principal factors detennining or restricting 
their deci.sions and the nsk they take. 

I 

Non>Irrigated Zone 

The district of Mahbubnagar covers a 
vast temtory characterised by low annual 
rainfall (less than S40 mm a year with 80 
per cent in three months) accompanied by 
acute problems of erosion Here, the mam 


target of the fanners is to dig and deepen 
their own wells. Within 10 years, the 
ir igated zone has expanded l,9g.(K)0 
hectares from the earlier 1,04.000 hectares 
Ftom the time it is possible, the famieis 
lesort to nee cultivation as subsistence 
ciop even when yields are very unstable, 
ranging from 2.1 to 21 quintal/acre 
according to the system of imgation and 
Its viability Only tanners possessing a 
sufficiently deep well along with a 5 HP 
pump attain yields above 10 quintal/acrc 
Power supply still needs to be regulanscd, 
since frequent cuts bnng down yield levels 
drastically But, in.stallation of a well and 
a pump constitute imponant invc.stments. 
hardly accessible to the majonty of f aimers. 
A minimumof Rs22,0(X)-30,0()Ois needed 
to cover the cost of digging a well and 
acquinng a pump. This includes the nsk 
ot not finding water near the dnlling level 
Ihis reinforces the climatic nsk factor 
involved as the biggest handicap in 
agnculturc here Forthose already owning 
a pump, the climatic factoi takes a second 
prionty in companson to risk of power 
cuts during crucial days of transplantation 
In addition, costs of renims on rice vary 
greatly, between Rs 1.78 and 6 75 per kg 
according to the intensity of labour input 
and use of fcitilisers. Big or .small land¬ 
holders, all make use of daily-wage 
workers, most often women for trans¬ 
plantation and harvesting. Daily wages arc 
negotiate'* every year between agricul¬ 
tural woikers and landholders.' The 
average expenditure on chemical fertilisers 
is Rs 1,082 per acre for rice, with dif¬ 
ferences in quantities used per unit area 
according to (he size of the holding. For 
an average pnee between Rs 3.19 and 4.S 
per kg, ncc <armcrs remain bencficianes. 
However, a slight lowering of subsidies 
on fertilisers or a minimal hike in power 


tariffs would soon make die cn^ eco¬ 
nomically non-viable. But taking into 
consido^on the consumption, returns on 
rice are all the more linked to purchase 
price than to the selling price. 

It would be pertinent to explore pos¬ 
sibilities of other crops which need less 
water. Farmers who are unable to invest 
in a well, generally opt for sorghum as 
food crop and cotton as cash crop. 

Yields of sorghum remain low (between 
1.4 and S quintal/acrc). Lowest yields arc 
recorded in the plots cultivated in the rabi 
season Return pnees are about Rs 1.8 
per kg However, the return pnees do not 
explain decisions of farmers so much that 
sorghum remains the basic crop of the 
hnu.schold although fanners, inasymbolic 
fashion, may still claim the importance of 
rice 

Cotton yields go up to four quintal/acre 
and the return pnees vary between Rs 7.5 
and 12 per kg tor an average price of 
Rs 20-25 per kg. Cotton culture could thus 
well compete with nee in the .semi-and 
zones. Cotton needs lc.vs water hut it is 
much more susceptible to parasite attacks 
But, the tanners more attentive to .sub¬ 
sistence need re.sort to nee culture as soon 
as equipped with a well Cotton .hus 
remains limited to small farmers who are 
unable to provide irrigation facility. Does 
home consumption then emerge as the 
only explanation'' 

Rice, the staple foixl crop of south India, 
benefits also from an assured outlet in the 
markets at remunerative pnees which are 
in tune with the costs of production. The 
crop benefits also from input .support by 
the government. From a technical point of 
view, ncc culture demands le.ss labour and 
insecticide compared to cotton, thus en¬ 
tailing lower initial expenditure. But these 
conclu.siuns would hardly be helpful in 
understanding the total situation Not only 
does nee constitute the staple diet in all 
meals dunng the day, it becomes symbolic 
also of a certain economic status (posses¬ 
sion ot a well, etc). Moreover ncc culture 
has dominated agnculture policies at 
national level since the last four decades, 
and has entrenched itself firmly into the 
economic, social and political psyche of 
the country.^ However, variation in yields 
shows the risk attached to the choice of 
farmers. 

When asked what they would do if 
government stops suhsidiesor if the selling 
price of nee falls or increases, most of the 
farmers replied that they would continue 
to cultivate rice using the same amount 
of inputs through recourse to rural credit 
The response would indicate to an 
economist short-term price inelasticity of 
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production decisions. But nevertheless, 
this confirms also, the social importance 
of rice It is necessary also to take into 
consideration the natural and social 
constraints. The extent of cultivated areas 
IS difficult to estimate. Available land is 
generally poor and costs above Rs 50.000 
per acre. Supply of labour in the rainy 
season though falls short of requirement 
and rice is less labour-intensive vis-a-vis 
cotton, certain operations in rice cultivation 
require much manual labourdunng a short 
cnurial period. All these factors of social, 
economic, technical or political nature 
would explain well the choice of farmers 
loi a crop, apparently little adapted to rain 
conditions in the region. 

II 

Irrigated Zone 

Nalgonda di.stnct. irrigated by the canal, 
shows a much more homogeneous crop 
pattern In the kharif season, nce domi¬ 
nates In dry season (rabi), it is ncc or black 
gram depending on the government's 
decision to release the canal water or not 
Here, lice is the leading crop, because it 
Is the only one capable of beanng the 
seasonal outflow oi ihe canal Fot the 
I ai luers, diversi fying I nlo other crops could 
lead to rotting ot stems owing lo excessive 
watcrsupply Hus situaUon rctlccts a policy 
decision U* transform the entire region into 
a nee belt 

Ditlcrenccs in y iclds between holdings 
iiic slight (between 20 and 30 quintal/ 
acre), compared to the first /one Con¬ 
sidering the similar natural conditions in 
the aica (Mahahubnagai, Nalgonda), we 
understand the importance of the canal to 
assure a relatively stable pnxiuction ot 
iicc. at a rolativciy low cost The return 
prices of ncc amount to Rs 1.73 per kg 
Mgainst Rs 3.19 per kg in the scmi-and, 
non-imgated /one) On nce, farmers use 
recommended dose of chemical fertilisers 
(urea, DAP) per acre, with a uniform 
cost(Rs 1.280 per acre). The larger 
landholders also use /me and potash. 
Similar to the semi-and zone, rice pro¬ 
ducers depend on local labour for trans¬ 
plantation and harvesting. Labouris imistly 
fiom groups of women who gel paid on 
acre basts. The rates tor transplantation 
arc approximately Rs 466 per acre, Rs 380 
per acre for weeding and Rs 1,130 for 
harvesting (1997). Here, farmers bear a 
negligible cost of Rs 280 per acre per 
season for electricity (against Rs 250 
per acre per month in the non-irrigated 
/one). 

In the rabi season, depending on opening 
OI not of the Nagarjuna Sagar canal, the 
farmers plant rice or pulses. For pulses. 


fannerscut down cosis on feitilisetB, seeds, 
labour to the bare minimum required and 
the entire produce is consumed. Yields 
may at best be termed as mediocrc(between 
0 5 and 2 quintal/acrc). 

As a consequence, the margin of 
manoeuvrability for tarmers in Nalgonda 
seems rather limited Not only is rice the 
only crop feasible in the rainy season but. 
the possibility of pushing up revenue too. 
seems raihet weak Land costs are high 
(Rs 2,00,000 per acre) and the major part 
of land near the canal area is already 
occupied. No more use in yield is to be 
expected by added doses of fertilisers. The 
addition of any nioie Icitihsers would only 
reduce reluins by lotting long stems in 
^andingwater Thconlyprogressexpected 
would come from a better regulation of 
waterflow by the canal or a genetic 
improvement in crop variety. 

Here, the tarmcis are almost totally 
dependent on ihc decisions of the state as 
regards irrigation, efficient water man¬ 
agement and maintenance of the canal. 
They possess hardly any alternative in 
technique or in eiop choice or even in 
matters of prices ol ciop or inputs. There¬ 
fore the minimum support pnee dictates 
directly the revt-iiucs and finally the 
standard of living ol the farmers. Thus, 
risks taken by fanners remain as high as 
if they faced vagunes ot climate, although 
the nsks of food availability in the short 
run may be lower 

Docs the absence of choice among 
tarmers not rcfleci an unpronounced pte- 
ference fur nce ’ Consictered the crop of 
livelihood, the 'noble' crop with the help 
of tcchnieal innovations, has maintained 
a steady profit tate till date. Moreover, 
availability ot watci at subsidised prices 
as compared to the well system puts farmers 
in a rather comtortable position. Arc the 
farmers awarc ot the inherent agronomic 
dangers (soil degiadation, resistance to 
pesticides) and c'cunomic dangers (losing 


advantage of fertiliser input}? But after 
all, what are the alternatives to rice? 
Sorghum cuiti vauon would only pauperise 
the farmer. Cash crops such as sugarcane, 
mustard oi sunflower do not benefit 
substantiallyfromtheexisling institutional, 
economic or political supports. Also, 
research, as compared lo iice, is yet to 
develop on the treatment (si'eds. fertilisers, 
etc) of thc.se crops Moieover. it is not sure 
that these crops support soil humidity in 
the aiea. Thcn'forc, within a subsistence 
culture, IS it possible tp diversify into cash 
crop culture which is less advjiiiageous? 
Due to surety of revenue in ca.se of rice, 
bank loans are mujCh ea.sier to obtain in 
this region and iijtcrcst rates as low as 
I per cent per mortth( 1.25 to 2.50 per cent 
per month in Mahbubnagar). 

Therefore, a convergence of three main 
factors (access to water, to labour and to 
land) attiacts farmers to rice production. 
Thi.s IS partly due to the support systems 
in form of subsidies from the state as well 
a.s the central government.^ However, these 
two determinants (water, subsidies) display 
a larger, complex reality. 

Ill 

Constrained Rationality and Risks 

Classical coonumic theory claims that 
a rational actor increases his pnxiuction 
it the trend ol pnees incites it according 
to his means and his attitude to nsk Indian 
farnrcrs do not have any rca-son to act 
difiercntly But do they actually have a 
real choice’’ What are the risks'’ 

To catcgori.se a given group of indi¬ 
viduals. who are by nature heterogeneous, 
the economists treat the question of 
uncertainly to individual capability of 
collecting and treating the information. 
Decision finally comes to choosing 
probability distribution based on a senes 
of events, taking note of individual profits 
and losses or profits and endowment of 
the farmers [Boussaid 1987J However, 


Table Rice and Oihsh Crops 


(Rupees i 


Crops 

Riced) 

Rice(2) 

.Soigh( 1) 

Gnun(2) 

Cotiont 1) 

Inputs 

labourer 

.SSO 

1761 

473 

.380 

785 

Fertilisers 

II6.S 

1562 

605 

- 

2271 

Inseclicide/pesticide 

241 

247 

- 

- 

1285 

Seeds 

310 

210 

- 

9.142 

37,625 

Electricity tor imgation 

432 

279 

86 

7,142 

134 

Average cost 

2728 

4059 

7.858 

380 

48,515 

Yield tQl/ocrc) 

1,148 

2,429 

3.34 

1,125 

6.165 

Price (Rs/kg) 

61 

418 

446 

1,643 

20 

Crude return per acre 

8446 

10,133 

16,125 

179,337 

108,725 

Return pna* (Rslsgl 

319 

173 

256 

2.557 

1)93 


Nolfs ( I) Mahhubnagor distnL*t (2) Nalgonda distnci 
* The labour tost doesn’t include family labour 
Soune Results of survey 


J40t 


Economic and Political Weekly June 5. 1999 



results vary accnding to choice of risk 
factor (variation in revenue, probalnlity of 
bankruptcy, etc), such as to analyse the 
balance between minimont profit and risk. 
Whale verhe the theory applied, the results 
are often similar* avoiding risks leads to 
more diversity and less profits. 

In the district of Nalgonda, even if rice 
culturejustifles itself from the agricultural, 
economic and social (food security and 
market security) point of view, it is difficult 
to Ignore the apparent vulnerability of 
farmers vis-a-vis decisions of the state 
and efficiency of the administiation. 
(maintenance of irrigation systems and 
uncertainty of opening ot canals in the dry 
season). And if the climatic n.sks (enatic 
and insufficient monsoons) have been 
taken care of by the canal, the economic 
risk has incrca.scdbecaiiseot the difficult les 
to diversify the crop p.utem Net average 
returns per acre can tnple according to the 
yields and the actual selling price They 
vary between Rs 3,200 and 11.496 per 
acre according to the location of land vis- 
a-vis the canal and the investment in a 
private well. Moreover, the canal has 
created new risks ol soil depletion linked 
to absence of crop rotation and annual 
floods. Though technological changes 
bring immediate gains, there are risks which 
become apparent only later. How to make 
the cultivators understand the drawbacks 
of u.sing too much fertilisers which brings 
down soil fertility, when on the other hand 
they see increasing yields through their 
utilisation'^ Imgation techniques, Icrtilisers 
and HYV seed* - the trio of the green 
revolution - allowed larmcis to seiuie 
their crops And the risks inherent in w eie 
largely underplayed Here, fatireis 
apparently do not have any choice bni rue 
whatever be the market price ot the usk 
of soil depiction 

If weextend the theory to Mahbubnagar, 
It would be difficult to explain the import¬ 
ance accorded to lice till profil without 
social parameters In Andhra Pradesh, it 
IS also important to remember regional 
parameters that reduce real choice for 
cultivators - lackot infrastructure, reduc¬ 
tion in urban markets as one moves away 
from Hyderabad, political risks over the 
canal i.ssuc involving overt or latent coni het 
with neighbouring states, etc All these 
affect farmers’ decision-making. 

Within an imperfect economy marked 
by lack of consumer goods and basic 
necessities, fixid requirement remains the 
pnonty In both the/ones, production was 
pnmanly to fulfil needs of the household. 
The choice ol basic assets evol ves follow¬ 
ing the available technology. 

But for ceitaii important household 


expenses (educadon. dowiy or health), 
fanners need to sell tireir crop. In India, 
rice and wheat bring stable returns as 
compared to other crops, especially 
traditional crops such as soighum. Thus 
rice provides both a food security as well 
as economic security. Hus explains the 
near-constant system of production (and 
the low diversity) and an increasing 
climatic as well as institutional nsk 
association with nee. Negligence in the 
maintenance of the canal or power failure 
could rapture the enure production proce.ss. 
Finally, with a larger diversification of the 
pi eduction pattern, the farmers in the non- 
iirigated /one seem to cope better with 
climatic and economic risks even (hough 
(he usual trend of low yields keeps them 
in a precarious condition. 

But. ihc farmers of Nalgonda have now 
aliamcd a c'crtain edge in food security 
tiiven this, their decisions regarding 
ptixiuction should have been based on the 
loial increase in c.s(imatcd returns in order 
to push up revenue. However, revenue for 
a given season is linked to economte 
viability of production system in the 
previous season and consequently the 
opening ot the canal. Consequently price 
torc'cusis hanlly play a role in a sy.stcm of 
price Mippiiit 

Agricultural production is nol uniquely 
guide'll by profit concerns, but atso by the 
siiutniFc ot fixed factors of production 
such as capital accumulation in the form 
of sav inc’s. ac cess to credit or remunerative 
acti vines I leie, the large landholders, chief 
emplovers of labour, influence wage rates 
ol woikcis and then control the possibility 
ol the cinei genet of small farmers It is 
often >hc‘ same people who. at the panchayat 
le\i-l, clis ide alliH-aiion of land and credit 
among co opeiatives. Indeed, in the 
absence ol a credit market, capital 
.icciimnl.UioM I.S possible only at a slow 
pace depending on favourable agriculture, 
economic and political conditions. Land 
distribution moicovcr, is often dependent 
on demographic and .social factors 
(household pressures, land monopolisation 
by elites) Rigidity, thus, .seems to form 
a basic characteristic of agricultural 
cntoipii.scs 


IV 

CondiHioii 

Absence of chdee dominates theattilude 
of farmers in the tbgion of Telengana. bi 
the non-irrigated zone, presence or absence 
of a well conditions choice of crops. The 
moment a farmer can afford a well, he 
takes up rice cultivation. But. in reality, 
low quality of land and die rigidity of 
social system check the possibilities of 
savings or having a credit and thus, of 
investment. In the irrigated zone of the 
canal, fanners are totally governed by 
decisions of the state and administrative 
functioning for water management. This 
shows the present dependence of farmers 
on an agncultural system that is imposed 
and at the .same time well engrained in 
their behaviour. 

Thus, food secunty dominates crop 
choices, along with institutional, social 
and political factors of pressures and thus 
risk-taking (agronomic, economic) be¬ 
comes .secondary even though conscious. 
Moreover, the farmers seem hardly 
botheied about price fluctuations of 
products or inputs so much is their anxiety 
monopolised by erratic climalc and 
dysfunction ot the canal. Though this field 
study uses a small sample, it raises a 
question that has wider implications: if 
liberalisation IS about greater competition, 
should thcfarmersnothavegreaterchoices 

Notes 

1 Middle Oj^d females are paid up lo Rs 15-20 a 
day as againsi 20-25 a day lo die younger girls 

2 N T Kama Roo. chief minister of Andhra 
Pradesh, succeeded in his political campaign 
of 1992-91 thanks to the food proiect. ‘Rs 2 
a kg ricc schenw', that was launched in 1992 

1 In 1990-91, the fanners of Andhra Pradesh 
received almost Rs 434 68 hectares of subsidy 
becoming the second largest beneficiaries after 
tlie farmers of Punjab [Reddy 199SJ 
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^ For die Attention of Subscribers and 
Subscription Agencies Outside India 

It has loiiH* III our notice that a large number of subscnptions to the EPW from outside 
the country mgether with Ihe subscnption paymenis sent lo supposed subscnption agents in 
India have not been forwarded to us 

Wi‘ wish to point out to subsmbers and subscnption agencies outside India that all foreign 
subscnpiions. togeiher with the appropnotc remittances, must be forwarded to us ond nol 
lo unauth.aiNcd third parties in India 

We take no responsibiliiy whatsoever in respect of subscnptions not regisieied with us 

Manager 
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RESERVE BANK OF INDIA SERVICES BOARD, MUMBAI 


AdvLNe.1AMi 


TMagr^thte Addrm:'SERVBQMV)’. 


Applications (App.) are bwltad for the below montkined posts in Reserve Bank o( India (RBI/Bank). 



No. of vacancies 


Other Backward 
Ciaaaaa(OBC) 


Research Officer, Qr-B in DeptL of 
StatMIcai Analysis and Computer Servicas (DESACS) 
Reaaatch Officer, Qr-B In DeptL of 
Economic Analysis and Policy (DEAR) 

AsstManager, Qr-A (Civil) 

Asst. Manager, Or • A (Electrical) 

Fire Officer, Qr-B 

Asst Fire Officer, Qr-A 

Asst Manager (Security) Qr-A 

Special Reerultmant:- 

Legal Officer, Qr-B in Legal Deptt 

Asst Legal Adviser, Qr-C in Legal Deptt 



n The pasts am open to carKMates wau Categones satisfying the eligibility criteria stipulated 


A. RESEARCH OFFICER IN QR-B IN DESACS: 

a) Eihjcationalquallfleatlons(aaon01-05-198B): 

Essential: (I) Master^ Degree mStatiatics/Malhematical Statistics/ 
Mathematical Economics/ Ecommetncs with a minimum of 55% 
merles or equivalent Grade, or (li) Master's Degree m Mathematics 
with a minimum of 55% marks or equivalent grade AND one year 
Post-Graduate Diploma in Statistics or related subiects from an 
institute of repute, or (m) M Stat Degree of Indian Statstical Institute 
with a minimum ^ 55% marks 

For SC/ST candidates the mmimurn marks requirement in Master's 
Degree as in items i, ii. In, is 50% or equivalent Grade 
Desirable: (i) Candidates with a Doctorate in topics related to atiove 
subjects wilt be given preference (ii) Research or teaching 
experience and jjublication m standard journals will be considered 
as an additional qualification 

b) Age (as on 01-05-1999): Between 21 and 30 years 
(le Candidates must have been born not eariter than 02-05-1969 
and not later than 01 -05-1978) 

(i) Candidates having M Phil Degree or Doctorate Degree in the 
specified subjects will be eligible for relaxation m upper age limit 
by 1 and 3 years respectively (ii) Candidates with research/teaching 
experience at a recognised Irxiian/Foreign University/lnstitute will 
be eligible for relaxation in upper age limit to the extent of number 
o f year s of such experience subject to a maximum of 3 years 
NOTE: Also see itom-'J' below 

c) Schama of Selection: SelectKin is through Written Examination 
(WE) and Interview WEwlil behaWonSunday, 17-10-1999. at 
the following centres (Coda Nos indicated in the brackets) 

Ahmedabad (11) Ja^r (20) 

Bangalore (12) Jammu (21) 

Bhopal (13) Kanpur (22) 

Bhubaneswar (14) Mumbai (25) 

Calcutta (IS) Nagpur (26) 

Chandigarh (16) New Delhi (27) 

Chermai (17) Pafoa (29) 

Guwahab (18) Thiruvananthapuram (31) 

Hyderabad (18) 

The WE will consist of two papers - i) Objective Type 
III Descriptive'lype. Standard of pajseira wll be of Master's Degree 
ramination QuestKXi papers for WE wilt be set in Hindi and 
English Answers may be written either in Hmdi oi English 
Candidates mi^ answer the Interview either in Hmdl or Englrah at 
theiroption. Final selection will be based on the performance r 
the WE and Interview taken together 

B. RESEARCH OFFICER IN QR-B IN DEAR: 

a) Echjcatloiialqualifleatione (as on 01-06-1909): 

Essential: Masters Degree in Economics/Econometrics/ 
Comm erce wrth a minimum of 55% marks or equivalen t Grade. 


For SC/ST candidates minimum marks requirement s 50% or 
equivalent Qrade. 

DMirabla: 0 Candxlatas with Doctorate Degm in topics related 
loabova subjects wiH be given preference, n) Research or teaching 
expenence and publicatKin in standard journals will be considered 
as an addibonal qualificatKin 

b) Ago (as on 01-05-1999): SameasinitemA(b)above 

c) Schama of Seloctlon: Sameas in Item A(c)aboveexcepttfiat 
WE WiH be hold on Sunday 24-10-1999 

C. ASST.MANAGER OR - A (CIVtt.) AND 

D. ASST. MANAGER QR-A (ELECT.): 

a) Educational Quailfications (as on01-06-1990): Bachelor's Decyee 
or an equivalent qualifK»tion m Civil/ Electneal Engineering, as the 
case may be, with a minimum of 60% marks or equivalent Grade 

b) Ago (as on 01-05-1999): Not above 30 years (i e Candxlates 
must have been bom not earlier than 02-05-1969) Refer item‘J* 
below for relaxation m age for specitied categones. 

c) Schama of saloctlon: Same as in item A (c) above except that 
the standard and coverage of both the papers will be that of a 
BacheiortB Degree ExarraiatKin in Engineenng (from the respective 
disciplines viz Civil/ElectrK»l as the case may be) and the WE 
will ba hold on Sunday, 31-10-1999. 

E. HRE OFFICER QR-B: 

a) fahica t lonal Qualifications (as on 01-05-1999): i) Graduate or 
equMSient preferably nSoence or DsfomanMecharHcalEngneenng 
WITH II) a Dijsloma in Fire Engineering or equivalent qualification 

b) Exparlenoa(ason01-0S-199^ Sevenyeais'a^ranenceasanOllioer 
in the operatonal wng of a Fire-Fighting Force WSrghtage wfl be 
given for those havRig experience of fire-fightng in flight buMngs 

c) Ago (as on 01-05-1999): Not above 45 years (candidates mist 
have been born not earlier than 02-05-1954) 

d) Schamaof g ala ct lonrSeteclpnwibethroughlnteniiaw Thenumber 
of candidates Id be called for Interview wf I be decided by the Board 
NOTE: The Bank may consider deserving candidates for 
appomlment to highei grades 

F. ASST. FIRE OFFICER QR-A: 

a) Educational Qualifications (as on 01-05-1999): 
OAjiessnlhalnlsrmedateExamnationoranequivBlentqualdcation 
WITH H) a Diploma m Fire Engineering or equivalent qualificatKxi. 

b) Exparlonoa(aBon01<06-1990): FivayBais'expenenoeasanOflloer 
in the operational wing of a Fire-Figh^ Force Waightage wd be 
given for those having expenence of fke-ligtttng in higfvnse buMrigs 

c) Ago(ason01-06-1999);Notexoeeding40years(candidatesmust 
have been born not earlier than 02-OS-1959) 

d) Scheme of Seloction: Selection will be through Intennew The 
number of candidates to be called for Interview will be deckled by 
the Board 

NOTE: The Bank may consider deserving candidates lor 
appointment to higher grades_ (cams onpg noS) 
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Hfc.SEKVE EIANK :>r INDIA SERVICES BOARD, MUMBAI AdvI. No. 1 


fpetmt »omfg. Moe^ 

a ASSISTAia MANAGER (SECtMITY) OR - A: 

a) Eligibility Crltarla (as on 01.05.1009): An Officer with minimum 

live years* commissioned service m Ihe Amiy/Navy/Air Force or a 
Police Officer rx>t below the rank of Assistant Supenntendent of 
Polics/Deputy Superintendent of Police five years' service In 

that rank or Officer of Identical rank and nwMmum five years'service 
In paiB*rnilitary toroes 

b) Aoa(aaon01<05>1900): Between 2S and 40 years (no relaxation 
to any category). (Candidates must have been born not eartier 
than 02-05-1 959 and not later than 01-05-1974) 

c) Schama of Salactlon: Selection will be through Interview Board 
reserves the right to raise the minimum experience in order to 
restrict the number of candidates called foi Interview, 
commensurate with the number of vacancies 

H. LEGAL OFFICER GR -B IN LEGAL DEPARTMENT; 

a) Educatkmal Qualifications (as on 01-05-1999): 

Essantlal: Second class Bachelor s Degree in Law with a minimum 
of 50% marks oi equivalent Grade 

Daalrabla: i) First class Bachelor's Degree or Master's Degree in 
Lemr, n) Computer Applications 

NOTE (I) The Class/Qrade awarded by the University will be 
conclusive evidence to that effect (n) The Board reserves the 
right to relax the above educational qualificatioiis lor candidates 
having such educational qualifications as are c* value to the Bank 

b) Experiance (as on 01-05-1999): 

Euential: At least TWO YEARS experience as an Advocate or as 
a Law Officenm the Legal Department of a large Banking/ Financial 
Institution and/or as a Lawyer in an Advncate's/Soticitor's Office/ 
or m the Legal Department of Central / Stale Cover i iment 
Desirable; Special knowledge of Banking and ('umpany Laws, 
Labour Laws. Constitiibonal Laws and expenonce m documentation 
and pleadings 

c) Age (as on 01-05-1999): Not exceeding 3? years (i e Candxiates 

must have been born not earlier than 02-05-1 Upper age limit 

IS relaxable by 3 years m case i>t candirfates possessing exceptnnal 
q ualific atiops and /or experience of value lo tlie Bank 

NOTE: Also see item - 'J tielow 

d) Schema of Selection: Selection will ho through Personality 
Appraisal Screening (PAS) consisting ol an lnlervic.>w and Group 
Discussion The Board reserves the nghl to call only required 
number ot candidates after preliminary screoning of their 
applications Hence, mere satistyini) the eligibility criteria does 
not entitio a candidate to be called fm the PAS The FAS will be 
held at Mumbai and /or such otfiei mntics and on dates as may 
be decided by the Board 

L ASST. LEGAL ADVISER IN GR - C IN LEGAL DEPARTMENT: 

at Educational Quallflcations( as on 01-05-199ii>. 

Eaaentlal: First Class Bacfielor's Oogiee in Law witn a minimum 
of 60% marks or equivalent Grade Fot SC'ST candidates the 
minimum marks requirement is 5.5% or equivalent Grade 
Doairable: (i) First Class Ma<'t> r's Degree in Law 
(h ) Com puter Applications 
NOTE: Same as note under H( a) above 

b) Experience (aa on 01-05-1999): 

Esiumtlai: At least FIVE YEARS experience in the capacities 
mentioned at item H( b) above 
Desirable: Same as in item H( b) above 

c) Aoe (at on 01-05-1999) Not exceeding 40 years 
(I e Candidates must have been bom not earlier than 02-05-1959) 
Upper age limit is relaxable by 3 years in caso of candidates 
possessing exceptional qualificatioris and/or experience of value 
t o the B ank 

NOTE: Also see item -'J'below 

d) Scheme of Seleetion: Same as in item H (d ) above 

NOTE Candidates applying for the post of Asst Legal Adviser in 
Qr-C and fulfilling the age requirement specified tor Legal Officer 
in Gr-B and who wish to be considered for that post, may indicate 
their choice accordingly In the App. against itemNo 10 

J. RELAXATION INTHE UPPER AGE UMIT! 3 yrs for 06C, 5 yrs 
for SC/ST For relaxation to other specified cf ti^ries, please see 
the detailed advertisement Cumulative age relaxation under 
different provisnns is not available ' 


t 


K. SERVICE COmmONS: 

0 PayScale: 

.' a) ForQr-AP98ts:R8.4475-geS0 

(total initial emoluments, approx. Rs. 9,400/-) 

b) For Or-B Posts; Rs 4825-10350 

(total initial emoluments, approx Rs. 10.100/-) 

c) For Gr - C posts: Rs. 7150-11050 

' (total initial emokimants, approx Rs. 14,300/-) 

li) Other benefits as per detailed AdvertisemenL 

L. APPLICATION FEE; Rs 60/- (No fee for SC/ST candMates) 
payable by Demand Draft tavounng RBI and payable at Mumbai. 
Candidates horn un-benked centres may pay feefaycroaaad Indnn 
Pastel Orders m favour of RBI. payable at QPO, Mumbai. Fee 
once paxl will not be refunded. 

ML GENERAL INSTRUCTIONS; 

I) CANDIDATES SHOULD REFER TO DETAILED 
ADVERTISEMENT TO BE PUBLISHED IN "EMPLOYMENT 
NEWSVROZGARSAMACHAR" Of 12*'to18lhJune1999,FOR 
FULL DETAILS REGARDING AGE RELAXATION, SCHEME OF 
SELECTION, SYLLUBUS, JOB REQUIREMENT, SERVICE 
CONDITIONS,GENERAL INSTRUCTIONS. ETC,, 

II) CANDIDATES SHOULD NOT ENCLOSE ANY CERTIFICATES 
OR COPIES THEREOFWITHTHE APP THEIR CANDIDATURE 
WILL BE CONSIDERED ON THE STRENGTH OF THE 
INFORMATION DECLARED INTHE APP. IF AT ANY STAGE IT 
IS FOUNDTHAT ANY INFORMATION FURNISHED INTHE APP 
IS FALSE/INCORRECT OR IF ACCORDING TO THE BOARD, 
THE CANDIDATE DOES NOT SATISFY THE ELIGIBILITY 
CRITERIA, HIS CANDIDATURE/ APPOINTMENT IS LIABLE TO 
BE CANCELLED/TERMINATED 

Ml) AH educational qualifications must have been obtained from 
recognized Universities/ Institutions in India or abroad If grades 
are awarded instead of marks, candidates should dearly Indicate 
Its numerical aquivalanL 

iv) If the App IS required to be routed through the employer, tu avoid 
late receipt, an advance copy together with fee must be forwarded 
direct, followed by regular copy (without fee) 

V) ft Admission Letter/ any other communx^tion from the Board is 
not received for WE, contact RBI Oflce at the examinatKin centre 
chosen, with a passport size signed photograph, one day before 
the date ot WE 

VI) Quote Roll No in all corrospondence with the Board 

vii) DeasKm of the Board in all matfers connected with the recruitment, 
shall be finai 

viu) Candidates will have to appear for WE at their cost Those called 
for Interview/PAS will be reimbursed I Class/ II AC rail fare, as per 
Bank's rules 

IX) CANVASSING IN ANY FORM '/VILL BE A DISQUALIFICATION 

N) CLOSING DATE: 10-07-1999 For applicants resKfmg abroad, 
in North-Eastern India and other far flung areas as indicated In 
the cetailed advertisement, the last date wHI be 17-07-1900. 


O) CHECK-USTFORSUBMiSSIONOFTHEAPPLJpA'TIONFOmil: 

i) The Format of the Application Form given below should not Itaelf 
be used as Application 

H) The App, strictly In conformity with tho FormsL should bs 
typed or neatly handwritten m Hindi or English, on white foolscap 
paper App not m the prescribed Format shall be reiacted. 

Hi) Name and Address should be wntten in capital letters in English 
only, since processing is computerized 

iv) Candidates should write their name and address on the reverae 
of the Demand Dratt/ln the space provided tor the purpose, on the 
Ifostal Orders (If fee IS payable) and enclose them to the application 
with a pin (should not bs stspisd). 

v) Candidates should ensure that all the entries have been correctly 
filled m and the App as also the photograph are signed. 

vi) On the cover containing the /kpp., the post applied for, should be 
indicated 


vH) App. should be forwarded to the GENERAL MANAGER, RBI 
SERVICES BOARD, O^** FLOOR. HONGKONG BANK 
BUILDING, M G ROAD, POST BAG NaiOOOO. MUMBAI -400 
(W1, only by ordinary post App Indossdeovorsmayatoobe 
deposited in the box. specially k^ for the purpose, at Ihs Boanfs 


(oenU. on pg. HOT) 
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RtSCRVE BANK OF INDIA SERVICES BOARD. MUWIBAI. Advt. No. 1 y8-9y 



i.ciaiaQBX 

WRITE [QENlRMQanenV (SC] tor SchsduledCastWf8T| tor Scheduled TrIM 
(OBC) tor Other Bectomrd Clus (OBC Candidales coming under‘Creamy 
Leyw*and thus not entitled to reaervalton should IndKate their category as(OEN]) 





(ONLY WHEN SELECTION PROCESS INCLUDES WRITTEN EXAMINATION) 
S. NAME IN FULL (IN ENQLI8HX8URNAME FIRSTKIN CAPfTAL LETTERS): 


4. SEX: WRITE (Ml FOR MALE/fflPOR FEMALE 

5. A> DATE OF BIRTH 


B)SC£j(ason01-(l6-1999): Vm. MIha Dye 

•. ACADEHHCffWIFESSIONAL QUALIFICATIONS (AS ON 01-0S-19W) 

(STARTINQ WITH MINIMUM OUALMICATION STIPULATED FOR THE POST) 


Name of the Exam 
(please specify) 


Main 

sul>|ect(s) 


Year of 
passing 


Univeisity/lnstitute 


□ 

DD 

UD 


Overall % of marks 
(up to two dec pis) 


(FOR OFFICE USE Om.V) 


Paateasigned 
recent Passport 
size photograph 


MM Y r 

m m 

(last two digita) 



7. A. AREVOUCLAIMNQ AOE RELAXATION UNDERJOBEXPERENCE/ 

EX-SERVKailANIDOMKaLED M JAN? WRITE (Y] FOR YES OR INI FOR Na 

8. IF YES,INDICATE UNDER WMCN CLAUSE OFTHE ADVERTISEMENT: 

& EXPERIENCE( WITH REFERENCETOTHE ADVERTBByiENTXAS ON 01-0HB8S) 


Name and address of the Employer I Designation I Job profile 






Dumlion 
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Political Economy of Reforms in India 

Dipankar Bhattacharya 

Economic reforms are drawing a new dividing line in the society - 
between small groups of beneficiaries and vast sections of casualties. 
The political economy of reforms designed for and by affluent Indus 
can only be resisted with a political economy of radical 
transformation in favour of working people‘s welfare. 


THE ongoing economic reforms in India 
are descnbed differently in different cia'les 
While the Fund-Bank establishment des¬ 
ignates the package as a combination of 
measures aimed at bringing about macro- 
economic stabilisation and structural ad¬ 
justment, and economists, especially ct iti- 
cal economists call it the economics of 
neo-iiberaiism, in popular perception, it 
boils down to a three-pronged strategy of 
liberalisation, privatisation and globalis¬ 
ation In official parlance, it is now plain 
economic reforms - Yashwant Sinha 
proposes to initiate a discussion on .second 
generation reforms, but the most familiar 
refrain among trade union activists is still 
the RaoManmohan eta nomenclature of 
•new economic policy’ 

While descriptions may differ, what is 
perhaps commonly noted uxlay by all 
observers, activists as well as academics 
and other analysts, is that the euphoria 
around the reforms has now considerably 
evaporated and the situation today is far 
more conducive for a cntical informed 
discussion than it was even three years 
ago Gone is the capitalist triumphalism 
of the late I9g0s and early 199% which 
had even infected many '.n India in the 
wake of the collapse of the Soviet Union 
Today, discordant notes arc being heard 
from within the intellectual and adminis¬ 
trative establishment of global capital as 
capitalism looks considerable chastened 
following the grate Asian currency tur¬ 
moil and Its continuing after-effects al- 
mast all over the world 
It will not be out of place perhaps if we 
begin with a brief recollection of the 
political economic backdrop against which 
the package of reforms was launched in 
1991 While we use 1991 as the official 
cut-off year, the direction was obviously 
being set from much earlier on, dating 
back to certain measures of liberalisation 
ihinounced by the Indira Gandhi govern¬ 
ment way back in 1971. the tirst IMF loan 
in 1981 and Rajiv Gandhi’s drive fur 
economic liberalisation through the latter 
half of the 1980s After 1947, a newly 
independent India had embarked on the 
couisc of a semi-planned capitalist devel¬ 


opment with a growing degree of state 
intervention. While Nehru him.self de¬ 
scribed It as a mixed economic model, 
albeit one oriented towards what he called 
a siK'ialistics pattern of society with the 
public sector occupying the commanding 
heights of the economy, the penod is now 
often lampooned or fondly remembered 
depending upon one’s ideological sympa¬ 
thies as the era ot Nehruvian socialism 

The fact of the matter, however, remains 
that even in the heydays of Nehru, India 
never leally follow^ the path of a welfare 
stale The five-year plans and the entire 
policy package followed in the 19.50s and 
l%().s had very little welfarist thrust or 
loiitent and the whole emphasis was on 
strengthening India’s corporate sector All 
the big monopoly houses grew and flour¬ 
ished precisely in the shadow of the public 
sector and five-year plans. In relation to 
the global economy and the indu.stnal 
powets of the west too, India never fol¬ 
lowed a policy of delinking and the rheto¬ 
ric ot sell-rcliance and growing political 
proximity with the Soviet Union notwith¬ 
standing. dependence on the wc.st for aid 
and technology continued to grow And 
for all talks or xamindan abolition and 
land reforms in rural areas and agncul- 
tural sector loo. the policy was one of the 
beltings on the strong and the bias could 
be seen clearly in the designing and ex¬ 
ecution ot the green revolution. 

This pattcin ot economic development 
facilitated the nse and consolidation of 
India’s dependent capitalist class along 
with a nch upper-middle class and up¬ 
wardly mobile sections of the middleclass. 
Interlinked with this was the growth of the 
kulak lobby, alongside of course the old 
landlord cla.ss, as the biggest beneficiary 
of the green revolution. 

This is the domestic social base behind 
the current spate of economic reforms in 
India Having attained considerable 
strength underthe so-called licence-quou- 
permit raj and in the era of so-called 
physical controls, these forces today 
clamour lor greater operational freedom 
and closer integration with the global 
economy. The regional economic elite and 


coiporate houses with a high degree of 
regional concentration are also trying to 
utilise the state governments to strite direct 
deals with global capital. The emerging 
order to economic federalism with state 
governments directly negotiaung with the 
World Bank and foreign MNCs reflects 
the growing profile and stake of regional 
lobbies in the political economy of neo- 
libcraiism. In condemning the diktats and 
growing interference of the IMF and World 
Bank wc often tend to gloss over oi 
underplay this internal factor 

1 say this not to condone the condition¬ 
ality factor, but to emphasise the fact that 
the economic elite in India is conditioned 
enough not to grudge but to welcome 
Fund-Bank conditionalities. In fact, our 
ruling elite is genetically gifted with the 
talent of kowtowing to the masters and 
biuwling when asked to bend. There is of 
course an element of mild discord and 
fnction within this overall pattern ot 
conformity and acquiescence, hut it only 
reflects a bid on the part of India's cor¬ 
porate sector to derive a bettei baigain 
from both the Indian state and the global 
economy in its own narrow intcre.st and 
cannot be mistaken for some .son of an 
opposition or resistance to the impcnali.st 
onslaught on India's economic .sovereignty 
on behalf of India’s vital national eco¬ 
nomic interests 

The reforms have clearly accentuated 
the dependent nature of Indian capitalism 
Also, in the name of retreat of the state 
from Its direct economic commitments 
and functions, the state is being made tu 
abdicate all its social rcspon.Mbilitics. The 
whole talk of safety net for the pool hv 
Fund-Bank economists and minagers is 
itself a clear admission that the reforms 
otherwi.se mean an unmitigated war nut 
on poverty but on the poor. And far fron^ 
dropping to a slightly less disconcerting 
20 per cent, the proportion of India's 
population below the poverty line, we an* 
now informed by the Planning Commis¬ 
sion’s expert group, continues to hovci 
around 40 per cent and in Bihar it is an 
astounding 65 per cent. Amartya Sen’s 
great hopes on India’s parliamentary 
democracy being the ultimate political 
safety net for her poor millions seem n' 
have been belied. 

The pro-reforms discourse in India n'> 
longer revolves around the dream them>' 
of a growth miracle. The Hindu rate ot 
growth continues to haunt the manageis 
of the political economy of hindutva. The 
discourse today centres increasingly 
around reduction of fiscal deficit. And 
ironically, a statistically inflated GPP' 
comes in handy for both the bureaucrat 
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of IMF-WB-WTO in their bid to deny 
India the ‘concessions' reluctantly prom¬ 
ised for the developing countries as well 
as mandarins of the finance ministry who 
are busy contracting loans and courting 
foreign investment by producing the cer¬ 
tificate of a disciplined fiscal deficit. 

This discourse recognises only two 
elements as crucial - investment and 
market. Poverty alleviation and employ¬ 
ment generation are never idenullcd as 
independent considerations, these are 
treated at most as auxiliary aspects or 
incidental by-products, but not as basic 
criteria for measuring the success of eco¬ 
nomic reforms. 

On the investment front, the thrust is on 
attracting greater inflows of foreign capi¬ 
tal while conversion of domestic savings 
into productive investment has been rele¬ 
gated to the background This is, of course, 
in spite of the tact that even pro-reforms 
expert committees, the Rakesh Mohan 
Committee on infrastructure for instance, 
have made it clear that India cannot expect 
foreign investment to meet more than 12- 
per cent of her infrastructural require¬ 
ments Similarly, on tlx' que.stion of market, 
the accent is on finding greater access to 
ihc global market beyond the .shores of 
India while within the country, the market 
now primarily means only the glitz and 
glamour of consumerism, both uiban and 
rural, and the agenda of developing a 
vibrant home market in the hinterland of 
India's own economy of a billion people 
has been virtually abandoned 

This pipedream of having a miracle 
growth of the economy sponsored by 
foreign capital and pnipellcd by booming 
exports, however, stands mercilessly 
punctured by the hard facts of life. In spite 
of unprecedented conce.ssions and a de- 
ilarcd target of attracting at least $ 10 
billion annually, the latest Economic 
Survey shows that FDI inflow between 
April and December 1998 has been only 
of the order of $ 1 S6 billion. Taking into 
account also the portfolio investment from 
foreign institutional investors (Fils), 
global deposit receipts (GDRs) and off- 
.shore funds, the total investment received 
Irom abroad in Apnl-December 19‘>8 has 
been just one-fifth of the amount in the 
corresponding penod of1997. And Bihar's 
share in this trickle can be anybody's 
guess Clearly globalisation is also about 
foreign capital's refusal to come m spite 
of any number of incentives. The essence 
of gl(4)ahsation lies in the imposition of 
global capital’s complete authority to call 
the shots - to pick and choose countries, 
regions and sectors of the economy across 
the globe and dictate the terms and levels 
of investment. It is also instructive to 
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note that in this era of globalisation, the 
patriotic bond of most affluent NRls is 
limited to the Resurgent India Bonds 
(RIBs) The RIBs were an incredible 
bonanza for NRls, with 8 per cent guaran¬ 
teed interest this fully repatriable foreign 
currency scheme fetches them exception¬ 
ally hefty returns from back home com- 
pa^ to the meagre 2-3 per cent return 
offered by comparable deposits abroad 

Exports too have been falling and if the 
trade deficit has nut touched the $ 10 
billion mark, il is because of late impoits 
have also been sluggish. Even then, trade 
deficit in Apnl-December 1998 has al¬ 
ready hit a record $ 7 27 billion compared 
to what now appears modest level of 
$4.88 billion in 1995-96 and $ S.66 
billion in 1996-97 

A more srnuus problem regarding for¬ 
eign investment stems, of course, from its 
veiy natuic and not just quantity. The 
category called finance capital - bom out 
of the coalescence nf bank and industnal 
capital and identified by Lenin in early 
2Cith century as a decisive feature ol 
capitalism's pas.sagc to imperialism - has 
undergone certain dramatic developments. 
It has grown tiemendously in terms of 
both volume and velocity. Its electronic 
mobility today can only be described as 
volatility and this has lent a whole new 
speculative thrust to finance capital. 

Global capital no longer has to commit 
itseli to production for reaping a .surplus, 
for surplus conics much easier and faster 
through speculation Even for theindustna- 
iised and imperialist countnes already 
having a poweiful productive ba.se, this 
.superstructure ol speculation is proving to 
be a most damaging diversion and source 
of tremendous economic instability. It 
should not be dif fu uit to imagine its abso¬ 
lutely disastrous implications for a devel¬ 
oping couiitiy like India which is yet to 
produce enough loud and other essential 
neccssiticsoflilc tor her one billion people 

It should thendorc also not be difficult 
to understand why developing countries 
across the globe and even the working 
people in many developed countnes look 
at and oppose growing financial integra¬ 
tion as thr most dangerous component of 
globalisation It should not be difficult to 
see why, forexample. Washington is hell¬ 
bent on the opening up of India's insur¬ 
ance su'tn. and why every patriotic Indian 
should oppose It bKith and nail. Insurance 
industry ha.s a key role in the mopping up 
of domestic savings and in its conversion 
into investment capital. Is it not clear that 
foreign domination of Indian lasurance 
market or colkiboration of Indian private 
insurance firms with the global giants of 
the industry, will disrupt the very process 
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of productive capital foimation on our 
country and rum our productive economy 
by sucking Indian capital away into the 
vortex ol the global speculative storm? 

Pnvaii.sation and lowering of taxes are 
two major universal features of the neo- 
liberal package. Indian reforms have 
developed an ingenuously Indian style of 
implementing these features In contrast 
to the Thatcher model ol privatisation, 
India has her Hindu model of disinvest¬ 
ment. Tho.se who support drsinvesimcnt 
on the ground that it would minimise public 
sector losses and create new levels of 
efficiency arc clearly indulging in a game 
of deception, self or otherwise Disinvest¬ 
ment is taking place precisely in the profit- 
making public scclorunitsof proven ef tici- 
enc y. Yashwant Sinha has let the cat openly 
out of the bag when he has doubled the 
projected revenue Irom disinvestment in 
his budget from Rs 5.000 crore to 
Rs lO.(XX) crore and that too with a clear 
accent on what he calls strategic disinvc.st- 
ment. I c, disinvestment accompanied by 
a mandatory transfer of management to 
private hands. 

Similarly, the loweting of taxes in India 
IS also being done nut just by slashing tax 
rate.s, but more eficctivciy through home- 
spun amnesty .schemes tor habitual tax 
thieves This has not only legitimised tax 
evasion by exposing honest taxpayers to 
a demonstration effect of a morally dif¬ 
ferent kind. It has effectively converted 
the tax collection machinery into a net 
work administenng amnesty to the evad¬ 
ers Actual figures of tax receipts have 
been eifectively declining in recent years 

No wonder, then, that the expression 'in 
black and while’ has come to acquire a 
different mdigniious meaning in India II 
does not connote u culture of transpar¬ 
ency, It only signifies a white cap on top 
ol an ever burgeoning black economy. In 
fact, instead of black and white, we should 
call It a black and red combination Behind 
every company in the red, there is a 
sprawling black hackyaid The .size of 
India's black economy has indeed grown 
enormously fnits 1985 draft report'Some 
Aspects of Ihc Black Economy in India’ 
the National Institute for Public Finance 
and Policy (NIPFP) had estimated annual 
black income in the region of 18 to 21 pci 
ccntol India's GDP However, economest 
Suraj B Gupta pointed out senous gaps 
in the NlPn* e.stimatc in his 1992 book 
Black Income in India His estimates of 
black income were 41 7 percent of GDP 
for 1980-81, ri.sing to 45 8 per cent in 
1083-84 aiiJ .50 7 per cent in 198, 88 

it has long been pointed out that radical 
agrarian reforms hold the key to the 
unleashing of producuve forces from 
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feudal fetters and the consequent devel* 
opmenl of a vibrant home market without 
which there can never be a solid economic 
development in the country Agrarian 
reforms initiated ui the first few decades 
after independence, however never aimed 
at sweeping away the vestiges of feudal¬ 
ism Under the aegis of what we may call 
the Indian version of the landlord path of 
capitalist development in agnciilture, at¬ 
tempts were made to accommodate the 
feudal remnants as far as possible by 
effecting only a minimum mixliflcation 
and reconciling capitalist development 
with a scmi-fcudal setting 
Even though the ongoing economic 
reforms arc yet to be fully extended to the 
agncultui al sectoi, attempts to reverse and 
roll back earlier agraiian reforms have 
alicady begun While sections of kulaks 
and landlords with i (>nsidcrable market¬ 
able surplus are clamouring for global¬ 
isation of agriculture indebted peasants 
are being driven to suicides and in Bihar, 
even a pnmary assertion of the class of 
agncultural labourers and articulation of 
their bxsic demands is being sought to be 
crushed under the force of baibanc mas¬ 
sacres Meanwhile, whatever food secu¬ 
rity India had attained through green 


revolution remains endangered as global 
agnbusiness giants desperately eye the 
agncultural rnarkti in ineba. 

In the urban ectmomy, manufacturing 
IS being increasingly marginalised by the 
rapid nse of the speculation-intensive 
service sector. Production is also being 
increasingly channelised through ancil- 
larics and informal sector units The dis¬ 
organisation of the organised sector, 
especially the segment of it belonging to 
the public sector, and growing casualis- 
ation of labour are having a depressing 
impact on the woiking conditions and 
living standards of major sections of the 
working cla.ss. Explicit attempts are now 
also being made to impose an arbitrary and 
authontanan discipline on the woiking 
class through a complementary reform of 
labour laws 

In short, the ecomimic reforms arc 
drawing a new dividing line in the siKiety 
- between small groups of beiicflcianes 
and vast sections of casualties This di¬ 
vision does not reinforce the so-called 
fault line between India and Bharat, be¬ 
tween industry and agriculture or between 
other similarly perceived categones It is 
a division which crisscrosses every other 
divide to bnng about a new coiiipieheii- 


sive polarisation between two fundamen- 
uU class alliances standing face to face. 

In fact, this is happening on a glcibal 
scale, with pockets on third world coming 
up within the first world and the third 
world elite creating their own islands of 
first world within thnr own boundaries.« 
It is a new kind of secession of die suc¬ 
cessful with the elite and the upwardly 
mobile migrating to their affluent India 
leaving the rest of the society at the merry 
of the other India where stagnation and 
insecurity reign supreme. The political 
economy of economic reforms designed 
for and by affluent India can only be 
contnusted and resisted with a political 
economy of radical transformation where 
economic sovereignty and self-reliance of 
the nation will reinforce and get rein 
foiced by a firm accent on the woiking 
people's welfare Articulation on this 
alternative political economy presupposes 
a revolutionary alliance among the work 
ing class and the peasantry, among the 
poor and the patnotic, the deprived ami 
the progressive sections of the Indian 
.society f 

[Paper presented at a seminar held at Patna on * 
March 7-0 organised by Ihe Bihar Rc.inomii 
Association | 



SONAR BANGLA? 

Agricultural Growth and Agrarian Change 
in West Bengal and Bangladesh 
ed/fed by BEN ROGALY, 

BARBARA HARRISS-WHITE and SUGATA BOSE 

This voluma • which draws chiefly upon micro 
studies of villages in West Bengal and Bangladesh 
- explores the complex causality between 
agricultural growth, government policy and local 
level practice, and agrarian social change. The 
book leavens offidEd data with extended research 
in mral Bengal as well as detailed archival 
research This timely and deliberately edectic 
volume will attract the attention of a wide range of 
readers - economists, sodologists, 
anthropologists, political scientists, administrators, 
geographers and those studying polifTal economy 
and develoment issues. 

1999 • 428 pages • Rs 525 (clotti) 


RURAL DEVELOPMENT 

Principles, Policies and Management 
Second Edition 
KATAR SINGH 

Praise for the first edition: 

This is one of the best books...on fhe 
theme ..combining economic theory with the 
practices of rural development... It Is a good vade 
mecum (for) student of rural development, and iit\ 
refreshingly different from ttw usual stuff fumed 
out on the subject. 

The Asian Economic Review 
A welcome addition to toe existing Uterature on 
rural development in the country. Besides giving 
useful information to planners and policy makers, 
toe book will serve as a comprehend textbook 
tor graduate and post-graduate sturtonts of rural 
dev^opment, and agricultural and rural 
management 

Indian Journal of Agricultuial Economics 
1999 • 352 pages e Re 450 (doth) e Re 245(paper) 
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China’s Unendii^ Qu^t 
for ‘Mr D’ and ‘Mr S’ 

Tan Chung 

It was the May 4th Movement which finally hid farewell to the 
traditional Chinese ruling ideology and began the quest for 
modernisation of China. This quest was vividly expressed by Chen 
Duxtu, a pioneer of the May 4th Movement, and founder of the CPC. 
in an open invitation to Democracy (Mr D) and Sciente (Mr S) to 
help rebuild China. 


Af'THR heanng the Entente Powers’ 
negotiations during the Versailles Peace 
Conference, transferring German occu¬ 
pied Chinese teintory to lapan. trampling 
under Icet China's soveieign nghts and 
her honour and dignity as a winning 
member ol the first world war. Chinese 
students in Bcipng. on May 4,1‘>19, went 
on an angry demonstration and beat up the 
poveniment officers who had failed to 
iK'leiid the nation's interest The agitation 
piolomts'd and transformed itself into a 
new cultun*' movement populaily called 
ilie ‘May 4ih Movement’ Weconimemo- 
Iate the XOth anniversary ol this landmark 
ot C’hinese history this month 
The theory that the May 4th Movement 
had conceived the birth ot the Communist 
Paitv ol China (CPC) (on July I. 1921) 
IS unexceptionable, hence we cannot sepa- 
late the two movements like kernel tiom 
the bran But. the great lame of the May 
lih Movement highlights the important 
lolc played by the intelligentsia in China’s 
long histoncal development 'ifie long story 
begins wit h the pnilouiidly intricate stioke- 
combinations ol the Jlan script hacked by 
mote than a 10(H) years of biKik printing 
making the masteiy ol Chinese literature 
a herculean la.sk among the natives. Those 
who had succeeded, had the power to 
create a ruling ideology and to preside 
over the destiny ot China. Fn>m the I Ian 
Dynasty (before Chn.st) onwards, the 
Chinese impcnal palace was the campus 
ot the highest academy of learning P'rom 
the Sui Dynasty (sixth century) onwa-xis. 
China .started being administered by the 
'mandarins’ who wctc the chexsen few 
from the three-tier imitenal examinations 
(the predecessor of UPSC competitions) 
In every dyna.sty there were a handful of 
super intellectuals who pronounced the 
verdict of truth for tlie emperor’s guid¬ 
ance. Even alien conquerors had to de¬ 
pend on them to run the wiit and maintain 
a luliiig ideology under the rubric of 
‘Confucianism’. This ruling ideology 


collap.sed in the lace of western impen- 
alism from the middle of the 19th century 
onwards 

China’s international humiliation at 
Versailles in 1919 echoed hei defeat at the 
hands of Bntish 'opium impenaiism’ in 
IX42 (the beginning ot a scries of defeats 
and conclusion ot unequal treaties with 
the aggressors ol ihe western powers, 
including Japan), provoking a vibrant 
Chinese mlcllcciual rcsspoase 'Hierc was 
the slogan ot 'Zfio/igjiue wei ti, xixue wei 
vong' (Making (’hinese learning the body 
but implementing wc.stcm learning foi 
utility) I'his ‘ti >ong’ .solution could not 
stop the rut alter hull ot a century ol tiial 
and emu It was the May 4th Movement 
which finally bid iarcwell to the tradi¬ 
tional Chinese ruling ideology and began 
the quest loi miHfcnisation in China This 
quest was vividly expressed by Chun 
Duxiu, a pioneer ot the May 4th Move¬ 
ment and lound('r of the CPC m an open 
invitation to Detiiociacy (Mr D) and 
Science (Mr S) to help rebuild China 

Only by tompaiing with India can we 
gauge the enormous dimension and com¬ 
plexity of mixlemisiiig acouniry of China’s 
colossal si/e (ol leiiitory and population) 
and anUquanan history Much as India 
and China wished to soar into the sky like 
the American eagle they ftaind a heavy 
weight tied to then wings Roth countries 
laced the altei nati ves ot either cai ry mg the 
weight ol tradition and moving iorward 
at a snail's pa«.c or dropping the weight 
and taking oil China opted loi the latter 
course allei the May 4th Movement while 
India has siut k to the former The break 
with the past intellectual traditions i cached 
a new high duiing the Mao era. topping 
the maddening pinnacle of the cultural 
revolution (1966-69) and the Anti-1 .in Biao 
Anti-Confuciiis Campaign (1971) Tradi¬ 
tional studies were tabooed, coming to life 
onlv after Mao was laid to rest in 1976 
Ironically. Mao hintself was a super in¬ 
tellectual thotoughly steeped in traditional 


scholarship. His enthusiasm for swadeshi 
outstnppcd Mahatma Gandhi's, extend¬ 
ing to writing only with Chinese bni.sh and 
reading Chinese bound books. The book 
he liked best was Zij/ii tongjian (Mirror 
of Ciovemancc) composed by SimaGuang 
ml()X4 lie had read this huge book several 
tens of times with the express purpose of 
drawing Irom China's nch experience in 
governance 

Today, China has tiavellod back to the 
‘Ti-Yong’ Hack with a substantial difler- 
ence While the 19th lenlury li-Yong 
reformers lell lar short ot a thoiough 
baptism in Enlightenment raiionality. 
intellectual superstition is virtiiully athing 
of the past in China today I I'nlike many 
of their Indian counterparts, no Chinese 
scientist d(x:s ‘puja' before enleiing the 
laboratory Western thinking has virtually 
dominated the minds of the Chinese in¬ 
telligentsia while their .spintmd allintly 
with the cultural hciitage has been pn.*- 
scived, even developed after the giadual 
expo.suic ot the weakness ot we.stein 
thinking. A strong wave ol 'New ( onfii- 
cianism’ has emerged through the advo¬ 
cacy ot mainland and oveiseas Chinese 
scholars. Jiang /cmiii, who likes to emu¬ 
late Mao's classical style, occasii.iially 
quotes ancient sayings and Tang poems 
All this helps to maintain the halaiue 
between tradition and wcsteinisatioii 

Persuading Mr D and Mi .S to si'll Ic 
down in China has pi oveil to bi' a long, 
and tedious piinress As their homeland. 
I c. the capitalist woi Id, never wanted them 
to wake up the sleeping giant, China had 
to look toi 'Ml M’ as then substitute The 
invitation toi Mr M was supposedly di 
hvered to Karl Maix, but it was M,io 
Zedong - the Chinese version ol Mi M 
- who deliveied the goods In spite ol his 
many ladings. Mao's leadeisliip was a 
miiaile in tultilling one ol the u-ntury- 
old Chinese aspirations of ‘tu’ (iiih) and 
’qiang’ (stiong) China stood up and 
became a powei to icckon with in a shoit 
span ol two decades and shook the woild 
with a sense ol awe 

Alter Mao's exit, his sell-appointed 
sui'ces.so[. Deng Xiaoping, picked up (he 
unfini.shcdworkol Maom 197X In another 
two decades China was quickly on die 
road to realising the other aspiration ol 
'fu' Mao had earlier btamwashed the 
Chine.se iniclligent-.ia urging them to 
condemn capitalist richness, but Deng 
st(Kx] Mao on his head by saying poverty 
IS not siX'ialKsm’ Deng’s chosen siiices 
SOI, Jiang Zemin, goes a step luiiher to 
marry socialism with the mai ket economy 
The so-called ‘socialism with C'hiiic.se 
ihamcteiistics’ reads ‘socialist market 
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economic .system' which, if it .succeeds, 
would he a great invention in modern 
times While the gleam and gloss ot the 
Dengist Retorms dazzle the eyes of for¬ 
eign visitors, there is the gloom of moral 
impuiily and degradation Ixiok at the 
trends ut Lomiption, tnmsactions between 
money and power, cheating, adulteration, 
taking lainous brands iniccting the mind 
ami soul with mammonism, hedonism and 
(.otisumensm What a tall from the simple 
living and high thinking ol the lilties, 
while living standaids tixlay have gone up 
beyond reeognition ' 

The Mao era was a icmpoi.iry setback 
to the dominant innueiieo ot ('Inna's supi’r 
intellectuals as Mao took on hiinscit the 
role ol Ihe sole arbiter <<l tnith Alo'ady 
China had been a lop heavy six lely Mao 
went a slop luithct to vreate a political 
tradition that all hiilliani ideas are origi¬ 
nated from the top while the grass loots 
mus.ses need |ust to positively n'spond to 
the V lation tails ot Ihe loaders. Today. thus 
baste stiutture lemains intact hut the 
intelligentsia has staited to assert, opening 
up the piospeei ol ihe /uv» humliai - ‘Lei 
hundred lloweis blossom and hundred 
schixils contend' I'lx'ie is even a claim 
that ('hina today has a tree piess and 
vibrant public opinion compar.ible lo those 
ol India and othei denuxriatic couiitiies 

Anothei ‘new cultiiie' movement is 
unfolding in C'hina in the last yeais ol oui 
century, carrying loiw,ird to (he iien 
millennium with onoinxms appe.il and 
vigour, as il levisning the May 4ih 
Movement 80 v*'ais ago The scan h Im 
Mr D and Mr .h is .ilso lencwed with 
enthusiasm and sincerity Mt .S has tiiiall' 
arrived, it seems Look at (he new \o«;iie 
ol using computers and aiees-.ing internet 
among the young generations, and the 
resounding slogan ol ‘kep smgbaiig' 
levitaltsing the couiUiy with science .ind 
technology The Chinese lesponse to 
piesidcnt C‘linion‘<- call lor developing 
Ihe ‘ecoiioniics ol knowledge’ is much 
warmer than that in other developing 
.societies 

Ml D still hides behind the curtain like 
a traditional Chinc.se woman I eaderslike 
president lung Zemin and Picmiei Zhu 
Rongji had read Rousstuu in their youth 
and can stdl rccilc Lincoln’s Cictlysburg 
Addres.s But, Chine.se see that solemn 
promi.se of a system of. by and for' the 
people hovering ovei I IS like an 'apsara' 
(Hying angel) staring at the thousands ot 
homeless on eailh, in New York. Chicago 
and virtually all large and medium cities 
ol U.S. pu.sliiiig the stolen sujK'nnarket 
Holleys with theirentiic belongings hang¬ 
ing on ih' in lliey move like ghosts, quietly 


scavenging the garbage trins for survival. 
If India as the largest democracy goe.s on 
.staging lapid electiotu, in.su:ad of eco- 
noinii growth, and her political instability 
continues to breed cenirifugality and aim¬ 
lessness. Keiimg will prcfei nut in trans¬ 
plant Westminster Abbey lo Tiananmen 
.Square Meanwhile, China today is a 
hundred times mure democratic than during 
anv golden eia in her long history of 
‘enlightened despotism’ In the country¬ 
side, while sharecropping still survives m 
Indian villages, particularly in Bihar, the 
Chinese peasants have not only gotten nd 
ot this 2()(K> years old evil, but, in the last 
two decades, have beeomc pioneers in 
economic reforms, bringing modernisation 
lo the sleeping villages. In the last two 
yeais. they have enjoyed Iruitiul direct 
election ol ihc head of the village, with 
an eve lo extend dcmtx'racy lo Ihe town¬ 
ship level as well The invitation lo Mt 0 
still stands - but not to his imposter this 
lime 

Theie is an impression among mtema- 
tioiul I'bsei vers that the Chinese authori- 
lies .lie only keen to reform China's cco- 
nomii sinictuie. while jealously guaiding 
■he one |i.iriy system in the political aicna 
Fills IS nowhere near the truth As picmier 
/liu Kongji lepealcdly told foreign iiilei 
viewers both in C'hina and in U.S a’ccnlly. 
patiioiic Chinese youth had joined the 
CK' with dciiHX'racy as a staing motive 
loa e Mao Zedong never liied ot talking 
new democracy' and 'people’s democ- 
raev'm early yeais In the fifties, he eon- 
leived an ideal situation which should 
en|i ly both democracy and centralism, both 
la-edom .ind disi ipline, both individual 
asseitmn s.ins tension and a strong na- 
(lonal consensus and will power The 
‘I'liltiiral Revolution’ was Mao's inven¬ 
tion in iriiplementing what he called ‘da 


minzbu’ (big democncy), imifyiag in 
'darning' fhig-mouthed protestation and 
advocacy), ‘dafang’ (big release ftom 
restrictions), and 'dazi bao* (big character 
posters). Deng Xiaoping was very alieigic 
to the last, and banned it. Yet he always 
.said that China needed both political and 
economic reforms From Mao to Jiang 
there has been the general direction of 
building up a system reflecting the demo¬ 
cratic aspirations of China On the other 
hand, the lesson of June 4, 1989 urged 
Chine.se leadership to be prudent, and never 
allow socio-poluical stability lo become 
the casualty of reform This stress on 
stability was strengthened aftei seeing 
Gorbachev going haywire In .short, China 
will, in the coming decades, shake her 
unpopulai image oi ‘dictalorsinp' When 
and how this will he achieved isonly being 
actively debated China is in no hurry and 
‘gradualism* is the passw’ord 
One Russian seholai cxpandccAfcrtrand 
Russell's grey aicas between science and 
leligion in an article in 1991 to make 
Chinese super intellectuals discovci three 
quintessential aspects of mtxlcni civilis- 
dlion. VIZ. 'zhen', the scientific temper in 
pursuing tiuth, 'shan' the religious zeal 
in good deeds, and ‘mei', the artiMie 
creation ol beauty. Flicsc thiee words 
(zhen, shan. iiiei) arc enshrined in Party 
and goveinment documents in China today 
But, those who are acquainted with 
inteaultuial history know that they cmcigc 
Irom Ihc same root ol ‘salyam', 'shivam' 
and 'sundaram' In the new millennium 
that IS beaming at the modem Chinese 
icloimcrs, one shall .see a greater detci- 
mination and purposive puisuit of a '^cw 
ruling ideology that leaves the historic 
May 4th Movement far behind Even the 
most ferocious cacophony of ‘Human 
Rights' will not distract this endcavuut 
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New B^jiiinings in F^i 

SPSeth 

h'i)t's new prime minister, Mahendra Chaudhrv, an ethnic Indian, 
faces the task of balancing the aspirations of ethnic Fipans and 
hidian-Fijians even as he aims at economic growth with social equity 
and justice. The question of landownership by Indians is likely to be 
a test of his political ahilitv. 


THE tiny South Pacific state of Fiji (total 
population approaching 8,00,(X)0) has 
undergone a political metamorphosis It 
now has an Indian-Fijian as its prime 
minister The I.abour Party, led by 
Mahendra C'haudhr>‘ (the new prime 
minister), wa.s recently voted to power 
with a comfortable mafonty It won t7 of 
71 scats 111 the parliament The last time, 
in l'7K7, when the country had an Indian 
ilominated cabinet with an ethnic Fijian 
as prime minister, it had occasioned a 
military coup Colonel .Sitivem Rahuka, 
who I«1 th'' 19X7 military coup, had taken 
over uoin the deposed civilian govem- 
^ iiieni Soiiiewheic along the line, Rahuka 
Ivcaiiie civilian piimc nunislei by tinker¬ 
ing with the constitution Lately, the con¬ 
stitution wasdcmiKTatiscd to restore some 
of the rights of Indiun-I'i)ians 
What was the teason for Rahuka's 
V on version' Clearly, the economic mis- 
iiianagemcnl under Ins government had 
I. 'insidcrably disillusioned hiscthnic Fijian 
loiistitiiency The scaremongcring of In¬ 
dian domination, the rationale forthe 1987 
voup, had not pioduced any benefits loi 
I'lliiiic Fi)iuns II anything, the flight oi a 
significant numbci of Indians, with their 
(..ipital and skills, to .safer havens in other 
loiintrics quite adveisely affected the 
f economy The country is lacking in direc¬ 
tion and the future appears bleak 
In this .state of gi neial economic down¬ 
turn, the racist card was losing its appeal 
among ethnic Fijians Naturally, they 
blamed the incumbent Rahuka govern¬ 
ment lor all their economic woes The 
Rahuka government, therefore, had no 
hope of returning to power in the 1999 
elections. The only way lor Rabuka and 
his .SVT party wa.s to make peace with the 
Indian community by restoring .some of 
ttieir democratic rights. 

To reinforce the new order Rabuka-led 
SVT also entered into an electoral pact 
w ith the Indian-based National Federation 
I'arty led by the vcicran Indian-Fijian 
leader, Jai Ram Reddy. In other words, 
Siti veni Rabuka was hoping to retain power 
as part of a muhi-racial coalition by winning 
over Indian voters to neutralise the anti¬ 


cipated loss of ethnic Fijian votes for his 
party He apparently believed that Indian- 
Fipans would regard him as a political 
benefactor lor undoing the considerable 
damage he inflicted on them by his 1987 
military coup 

But, as the recent elections have shown, 
his strategy did noi work. Because, biAh 
ethnic Fijians and Indian-Fijians were 
hurting economically from rising unem¬ 
ployment and economic stagnation. Both 
felt that the Rabuka government did not 
have the answeis lor the country's diffi¬ 
cult economic problems 

In the case of Indian-Fijians, an impor¬ 
tant question is the impending renewal of 
leases on the land they work for its ethnic 
Fipan owners Over 80 per cento! the land 
IS owned by ethnic Fijians. Indian-Fijians 
generally aie not allowed to own land. If 
there IS no satisfactory resolution of the 
land question iby way of extended long¬ 
term leases or ownership), Indian farmers 
on their sugar plantations will be on the 
road literally, which will inevitably bring 
down the Fipaii economy. Therefore, for 
both ethnic Fipans and Indian-Fijians 
then over-nding concerns are economic, 
though not always foi the same reasons 
And the eicctoinl pact between Sitivcni 
Rabuka’ s,SVI Party andtheIndian-Fijian's 
National Federal ion Party was seen by the 
electorate, anoss the racial divide, as a 
cynical Rabuka ploy to win power 

The Laboui Party of prime mincster- 
elcct Mahendia Chaudhry. on the other 
hand, sought to emphasise economic issues 
foremost in people's minds. By winning 
in its own light with 37 seats out of 71 in 
the parltameni. the Labour Party obviously 
received siillicieni support from ethnic 
Fijians Fill's population mix has tilted 
against Indian Fijiansafterthe 1987coup, 
reflecting the flight of Indian population 
to other countries Indians now constitute 
only 46 pei cent of the population against 
49 per cent ethnic Fijians and 5 per cent 
Irom other races lhevictoiyoftheI.aibour 

Party IS the first concrete evidence that 
Fijiaii politics need not be race based. 

But the suipnse vicioiy of the Labour 
Party, with a comfortable parliamentaiy 


majority, did create some shock waves 
among ethnic Fijian political elite. For 
instance, Rahuka blamed Indians for prac¬ 
tising bloc-voting to favour the Labour 
Party, though this time he did not threaten 
a coup to nullify the result I'here was also 
disquiet that an Indian-Fipan would be¬ 
come the country's pnnic minister for the 
first time The Laboui Party’s electoral 
allies among Fijiaii parties wanted one of 
their leaders to be made prime minister to 
aiisert native political supremacy 

So I ar, Mahendra Chaudhry has handled 
the situation adroitly He has stacked his 
minrstry with ethnic Fijians out ot propor¬ 
tion to their parliamentary representation'. 
And he has allocated them portlolios with 
utmost bearing on their ethnic affairs For 
instance, Adi Kuini Speed (widow of the 
former piimc minister, Bavadra. deposed 
in 1987 coup) will handle the important 
Fijian affairs portfolio as deputy prime 
minister She is a coalition partner, as 
leader of the Fijian Association Party. She 
was a contender lor prime mincstcrship as 
an ethnic Fijian.but settled forthe deputy's 
position 

Other important portfolios like home 
affairs, land, labour, regional development, 
etc, are also held by ethnic Fijians In this 
way, pnme minister Chaudhry has sought 
to tea.s.sure clhnic Fijian political elite. By 
the same toke.n, his ethnic Fijian mini.stcrs, 
as part oi a composite team, should hope¬ 
fully be able to sort out the question of 
landownership/leasing to accommodate 
both Indian-Fijian and ethnic Fiiian 
interests 

At another level, Chaudhry has sought 
to cultivate president Ratu Sii Kamiscse 
Apparently, his approach lo his daughicr 
and hcrChiistiaii Democratic Alliance to 
join his government was a useful move 
President Mara, a tubal high chiel, ha.s 
always regarded R.ibuka as a political 
upstart He. therefore, wasted no time in 
swearing in Mahendra Chaudhry as the 
country’s new pnme minister, notwith¬ 
standing his past reservations about 
Indian political pnmacy 

It IS important, though, lor effective 
goveinance that Chaudhry shouldn’t have 
to expend too much of his time and cnci gy 
in looking ovei his shoulders for real and 
imagined enemies Even without that 
things are not going to he ea.sy Because, 
Chaudhry’s commitment to c ombinc eco¬ 
nomic growth with social equity and lusticc 
willrequire the skills of apolitical lloudini 
It this were to scare away the business 
community, the re.sult will be increascsl 
unemployment and social unrest In which 
case the race ivsue might resurface with 
even greater virulence 
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PERSPECTIVES_ 

NATO: Saving Kosova by Destroyii^ It 

James Petras 


A new sense of imperial arrogance encourages Washington to 
intervene militarily in Europe; to redefine national boundaries: to 
extend and deepen its military alliances across Europe: to challenge 
European trading patterns and regulations: and to impose its own 
interpretation of free trade according to its own interests. In this 
light, Washington's NATO war in Yugoslavia can only be understood 
as part of a general expansion of US power. 


THE US-led NATO bombing ol 
Yugoslavia is an unprecedented action. It 
is the fust time .since the end ol second 
world war that NATO ha.s engaged in 
offensive militarily action in an inicmai 
conflict in Europe. In the interwar penod 
there were several cases where European 
powers intervened military to annex 
countries nr ‘liberate’ oppiics.s^ minnnties 
in regions in which they were majontics. 
For example, Na/i Germany justified its 
intervention in Crcchoslovakia and Austria 
on the basis ut the ‘.selt-detcrminatinn’ ot 
the German-speaking majority in the 
region In the pa.st. the use and abuse ot 
irrcdenti.st movements by ncighbounng 
powers to annex territories was uni\ ersally 
locugni.scd asadcstabilising and dangerous 
jwlicy which almost always leads tiom 
local to generalised wars 'I'hal is why. 
even during the worst moments ot the cold 
war, both the US SR and the I 'S-led N ATO 
alliance retrained from suppoiting any 
effort to change national hoideis 
This policy was basetl on the • ccognition 
that European countiios aie made up ot 
a mo.saic of .sub-national ethnic groups, 
who in many s'ases aic concentiated ip 
specific regions which in some cases adjoin 
neighbounng states with similar ethno¬ 
cultural attinitics The alliances - cast and 
west understood that redrawing the 
boundaries in one region would be an 
open inviution tor all .sorts ot irredentist 
claims that could precipitate, not only local 
wars hut third world war While each .side 
cemdemned the ‘oppressed minorities' ot 
theiradvcrsancs in tlicirpropaganda. there 
was an implicit or explicit understanding 
that holding to the existing boundaries, 
whatever their detects, was not only 
necessary fur their own sccunly but was 
probably better tor the peace and .socio¬ 
economic development of the diverse 
people.s. In fact, regional autonomy evolved 
even in countries where centralist- 
assimilaiionist policies were promoted by 
the dominant regime 


Probably the outstanding example was 
Yugoslavia under the heterodox com- 
munisi legimeofMarshallTito linguistic, 
cultural and political diversity flourished 
within each republic and autonomous 
region ol the confederation, held together 
by the multinational Communist Party 
fhere wcMC important socio-economic 
inequalities between the regions and 
republic s, partly due to f actorendowments 
and hisioi V as well as because of the nature 
ot the economics and linkages to markets 
and the central government. Tito undcr- 
stcKxl that the best antidote to the lahid 
chauvinist and .separatist appeals of 
western- backed Croat, Serbian, Slo vcni an 
and Mbanian demagogues was grcatei 
cultural autonomy, free movements ol 
peoples and relatively equal participation 
in the tiM mutation of policy within the 
confixleiation 

Fhc break-up ol Yugoslavia and the free 
lein oi ethnic chauvinism were products 
ot the social decay generated by IMF 
adjustment' programmes, German and 
the I IS political intervention and the decline 
ot ('oininnnist Party and ideology 
Gci many mtci vened to promote Slovenian 
andCioat ‘independence*. The US backed 
pio-weocin separatists in Bosnia and 
Macedonia Serbia asserted its claims over 
Montenegro and Kosova. The first Balkan 
wai, 199t-W, was fought by western 
suinigatcs and the Serbs, and by and large 
the west won Yugoslavia was divided 
into ethnic mini states, clients of one or 
another hegemonic power. 

The pro 'ess of redrawing borders 
however was not completed The IIS and 
Europe via their Albanian client regime 
sought to complete the process of dis¬ 
membering Yugoslavia to prevent the 
recurrence of an independent Serbian state. 
Serbian president, Milosevic, sought to 
retain the remnant of the previous 
confederation by tightening his political 
and military control over Kosova and 
Montenegro. In line with the new 


chauvinistic pohtics practised by the other 
mim-states he overturned the autonomous 
policies of Tito and sought to impose a 
Serbianised administration and politico- 
cultural framework on the Albanian 
population. This fuelled the minority 
Albanimi irredentist movement with a 
banner to mobilise support and arm an 
irregular army. Albania, encouraged by 
the US and British intelligence and 
supported by Turk^ became a principal 
supplier of arms, umforms and logistical 
support for the final dismemberment of 
Yugoslavia. As a Financial Times (March 
27, 1999, p 6) analyst reports, “The state 
of civil disorder (in Aibaman) continued 
to provide a fertile breeding ground for 
organised enme and the smuggling rackets 
ot drugs, illegal immigrants and arms, 
from which some of the proceeds are 
bel leved to ha vc helped fi nance the lULsccni 
KLA campaign in Kosova" For the 
Albanian mafia, the ‘liberation’ ol Kosova 
IS the fust step towards the formation of 
a gicater Albania that would include 
Ku.sova. Albania, parts ot Macedonia, and 
even parts of southern Montenegro Giv“n 
the explosiveness ot the ethnic and hordci 
issues and the unprecedented offensive 
action of Wa.shington/NATO, why did the 
Clinton administration instigate the air 
assault, and why nowand why Yugoslavia'^ 
What arc the consequences ot NATO/ 
Washington's savaging Yugo.slavia‘' 

Tiir. Momlntiim or Empirf 

Ovei the past decade the Clinton admini¬ 
stration has conducted a two-tront war 
which has been highly successful On the 
home li ont he has slashed social spending, 
encouraged the expansion of low-paid jobs 
and promoted the interests of fir.ancial 
intciests to a unprecedented degree. Over¬ 
seas he has been expanding US military 
alliances in Europe, escalating military 
activities in the we.st Asia, while aggres¬ 
sively promoting the interestsofUS-owned 
MNCs in buying out competitors and 
pencil ating markets. Hie results are re¬ 
markable; The US-dominated NATO has 
reached the Russian frontier, western 
Europe remains a subordinate partner in 
NATO and the US MNCs have re-estab¬ 
lished their dominance in world markets. 

Almost SO per cent of the 500 largest 
multinational corporations are from the 
US In 1998, 44 per cent of the world’s 
profits were made by the US corporations, 
up from 36 percent in 1990. The US banks 
made huge profits speculating against the 
Brazilian currency. J P Morgan bank alone 
made clo.se to $ I SO million while Chase 


1414 


Economic and Political Weekly June S, 1999 





Manhattwi made about $150 million. As 
the US stock market sets new records, 
flnancial writers openly write of “the 
dominance of the world economic stage 
by American corporations*’. Parallel to 
and interrelated to this economic domin¬ 
ance by Wall Street is Washington’s big 
push to create a political-military empire. 

The uncontest^ ascendency of the US 
empire has led the Clinton admimstration 
to increasing rely on unilateral action and 
the brazen manipulation of so-called 
‘international’ organisations. Washington 
bombs Iraq without any pretense of 
‘consulting’ the UN. Clinton tells NATO 
to bomb Yugoslavia in the course of 
interveninginacivil warand his European 
colleagues jump to attention. Wariiington 
expands its offensive missile capacity 
directed at Russia and proposes to create 
mtlitary ‘shield’ around China, and there 
IS hardly a murmur of disapproval. 

Clinton's NATO intervention in 
Yugoslaviafollows Rcagan’sbloody wars 
in Central Amenca where over 2.00,000 
(Jualemalans, 50,000 Nicaraguans and 
75.000 Salvadoreans were killed in order 
to ’save’ them from communist dictator¬ 
ship Under Bush and later Clinton, close 
to one million Iraqis were killed or died 
as a direct result of the war and the US 
directed embargo. Washington succe.ss- 
fully blocked a European brokered partition 
of Bosnia in 1991 by encouraging seces¬ 
sion and tlwn imposed its own ethnic 
partition after several hundred thousand 
Bosnian Setbs. Moslems and Croats were 
cither killed, wounded or displaced. 

The key issue here is that Washington’s 
NATO war in Yugoslavia can only be 
understood as part of a general expansion 
of the US power, its undisputed aerial 
bombing and its dnve to destroy any 
competitors for power, even at the local 
level. Now that Washington is the only 
global power, Clinton has successfully 
secured the subordination of the eastern 
European regimes (Poland, Czech, 
Hungary) to NATO dominance. It has 
integral the southern Europeans (Spain 
andGieeoe)asdodlecoIlaborators.'nirkey 
and Israel andior the mtddleeastem section 
of Washington supremacy. In order to 
consolidate the arc of em|rire from central 
Europe to the west Asia, Washington has 
created mini-states, financed ‘free- 
marketeers ’ topoUtkal office and engaged 
in coven and now overt action to eliminate 
any potential adversary or independent 
regime. Strategically, Milosevic was in 
the way, the Albanians were auseful stick 
to undermine his power. 

The use of offensive forces to inimvene 
in civil wars has been a favourite tool of 


Washington in Latin America for several 
decades. The use of surrogate fighters was 
the trademarkofthe Reagan administration 
support of the Nicaraguans Contras, the 
Afghan Mujhaheed, Remino and UNITA 
forces in Mozambique and Angola. 
Clinton’s equivalent is Kosova whose 
claim to ‘independence’ has no historical 
basis or political legitimacy. The idea of 
a Kosova nation is a concoction of 
Washington as is the argument that 
Washington is intervening for humanit¬ 
arian rea.sons as Samuel Berger claims. 

First of all. no objective analyst can take 
seriously Clinton. Berger and AIbnght’s 
claim that the bombing is a humanitarian 
act in defence of an oppressed minonty. 
Some of Washington’s closest allies are 
far mote oppres.sive of their minonties 
than anything that preceded the bombing 
in Yugoslavia Turkey denies Kurds basic 
language rights and jails anyone who 
mentions Kurdish autonomy. The Guate¬ 
malan regime de.stFoyed over 400 Mayan 
Indian village and killed over 2.00.000 
mostly Indians with Washington's backing. 
Israel has denied Palesunian autonomy 
and rules via legalised torture without 
bombs but with over $30 billion in US aid 
over the past 40 years. Washington does 
not threaten Britain for oppressing the Irish 
in Northern Ireland or the Spanish govern¬ 
ment in the Basque country. Washington 
has manipulated the oppression of ‘mino¬ 
rities* to justify aggressive policies for 
decades, most notably the Hmong tribes 
people in Indo-China, the EngUrii-speaking 
minorities in eastern Nicaragua, etc. Need¬ 
less to say, once the minorities serve the 
purposes ol their imperial masters their 
demands and claims are discarded and 
they are abandoned to their fate. 

’The real nature of Washington’s im¬ 
perial politics was blatantly staled by 
NATO Supreme Commander General 
Wesley K Claric, “We’re grring to system¬ 
atically and progressively tttack, disrupt, 
degrade, devasute and, ultimately, unless 
president Milosevic complies with the 
demands ot the international community 
(read Wa.shington) we’re going to destroy 
his forces’’ (parenthesis added). Destruc¬ 
tion or subordination - that is the choice 
that the impenal ju^rnaut presents to 
disobedient European rulers. 

The revived economic and military 
ascendai<cy ol Washington, the relative 
economic decline of Japan and Germany, 
and the relegation ot Russia to a third 
woridcountiyhasencouragedWashington 
to act militanly with impunity. The new 
sense of imperial arrogance encouraged 
Washington to intervene militarily in 
Europe; to redefine national boundarie-c; 


to extend and deepen its miiittty alliances 
all across Europe; to challenge European 
trading patterns and regulations and to 
impose Its own inteipretauon of free trade 
according to its own interests. 

Samuel Berger. Clinton’s national 
secunty advisor and leading ideological 
proponent ol offcn.sive military actions, 
defended the US/NATO intervention in 
the internal politics of Yugoslavia. For 
example, when asked if the military assault 
established a precedent for intervening in 
civil wars Berger replied. ‘The president 
has said many times that it depends upon 
whether America’s national interests arc 
involved as well as our values’’ Bergci’s 
admission that the US ‘national intcrc.sts’ 
(which now includes US MNCs, military 
alliances, collaborator clients, etc) are 
supreme means that Washington rejects 
the independence and sovereignty of all 
countries. The Clinion-Bergcr-Cohen 
doctrine has redefined the world along the 
lines of the colonial pa.st- Wa.shingtun has 
the final decision in delineating sovereignty 
and has the right to assault any country 
who’s policies oppose its impenal goals 
The same doctnne supported by its allies 
today against Serbia can be applied with 
equal force against them., it and when it 
IS in the interests of US corporate ormilitary 
power. 

NATO’s Mcitary Ofpdisive 
The Hioii Siakcs 

The trigger finger on the assault ot 
Yugoslavia was pulled in Wa.shington, the 
war takes place in Europe, but the ramifi¬ 
cations arc global. Over the pa.st decade. 
Washington has successfully pursued a 
policy of expanding its sphere of influence 
in a broad swath from the Baltic republics 
through central Europe, beyond the 
Caucasus and Caspian Washington’s 
‘crescent empire’ now include.': in addition 
to the three new NATO members, 25 other 
client rcgimesdubbed 'paitners for peace'. 
Ot the three countries (Serbia, Iran and 
Iraq) not in the new imperial kxip, two a.'e 
underhaish military as.saultand all three arc 
under the US directed economic embargo 
If the US forces the Milosevic regime to 
accede toNATO, it will vindicate the most 
ambitiousaspectsofNATO/Washington’s 
agenda: that no European country can ie.<ast 
the empire’s commands. The intensity ol 
the bombing of neighbourhoods, factqnes, 
bridges and other infrastructurc and the 
decision to destroy Scibian society is an 
expression of the high piiority that 
Washington placeson ‘homogemsing’ and 
asserting its imperial supremacy in Europe 
and destroying any dis.sidcnt regime in the 
way of iUi ciescent empire 
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I ill tliiii.s\ pii'icxt of rebellious 
iippu'SM'il n.iiioiis' si'letlisely applied to 
legiiiies outside ot Wasliiiiglon's cinpiie 
has howevei hei^un In iin^ bells in three 
inajot Louiuiies C'hiii.i India and Russia 
It IS beLoinine obvious to all observers 
exLcpi ilie iiiosi uiKoiiditionai apoio^'ists 
ol the WashiiiiTtonihut NATO'sellcnsive 
ai non I %a(liessrehearsal lor tuluie inilituiy 
aypiessioii I’letextsabound TheliSiould 
eiKouiaj.’elhe('IA baiked Dalai I aniato 
launch a 1 ibetan Libei ation Ainu ’ anioiif! 
the niaioiiiv ol '1 ibetan people and 
deinand independence, thus eiicoiiiajjine 
a peace mission inieinalional obsciveis 
a peace selllemclit dial disniemlx-is I ihel 
lioin ( hiiia and then leads to anolhei 
'hiimanitaiiiin wai' lhat blind's China in 
lie knees lakevcice Washiiiiiion via 
Piikisiaiit.oiildeiicouia}:e Kashiiiii Kuevoli 
a^Mitisl Indian rule w illi siiiiilai c'otisec|uen 
ces \iicl o( coiiise theie is Chechnya, or 
some ot the oihc'i Kuisian lepublic s 'nie 
belated leciiL'iiilion bv China Russia and 
India lhat die I S 'lnpiieisoii.iiiolleiisive 
mihtaiv siiaie-'v h.is hiouj.>hl .i sense ol 
lealisin to ilieo otherccise mindless 
embrace id vvesuin politico niiliiaiv 
allianees and liec m.nkc-l poliiies Ihe 
casual maiitiei vviili cvhich NAIO- 


Washington totally ignored the three 
countries in launching thuir assault on 
Seibiu and the case with which the 
stiriounding eastern European and Balkan 
cliein stales were mobilised, completely 
unmasked the idea that NATO was merely 
a 'deicnsive alliance' 

■Hie vKiild may be on the veigc ol 
polaiising between on the one hand, the 
itnpeM.il powc'is (the US/Wesi Euiope) 
and du'ii c lient.s and on the othei the tew 
hill siibsianiial independent powers 
A set Olid level polarisation emerges 
vviihm the countries CNN/CJalhip/l'S 
poll ielease(ionMarch24,1999. icvcalcd 
dial 4ft pel eeni ol Amencans suppoi- 
ted the bombings and4.t percent opposed 
It III I iiglaiid and the icsl ol westein 
Luiope substantial sectors ot pailiameiit 
and public opinion aic opposed to the 
hombiiie In some govertimcnial iircles 
opeMopposiiion has suilueed.loi example 
in luilv and < iieecc Tlie talk is now ot 
.nil'll siMiegy il Milosevic does not 
I .ipiliit.ile and the mass ol Aihaman 
lelir'i-i's Hooding mtri the pni westein 
klepioci.iiii Republic ol Albania ovei 
wlielins the lapacity of the warloids. 
Iin.iiii lal swindlers and drug loids to feed 
Ihe leliiU'Vs 


The problem in ending the war, us was 
the case tn Vietnam, is that Washington 
has behind it a whole string of political, 
economic and military victories in the 
cast, west and south This has encouraged 
an ultra-helligcrcnt pevsture in the Clinton 
administration that admits no retreat, that 
encourages more aggressive and ruthless 
action and that is not prepaied to accept 
any independent iorcc outside ol 
Washington’s widening sphere ol 
domination 

Themcordisclcar ThellS ‘treemarkef 
mode! dominant in Latin Anieiica - 
even the cx-guerillas in cenlral Amenta 
have capitulated In Eunipe after an intci 
hide ol Famcli pnilcst. U.S-NATO hege- 
nioiiy IS supreme In eastern Europe and 
the Balkan states, the new regimes embrace 
DS free maiket' doctrines and bi*g lo 
sei ve iindei I'.S/NA'I (let immaiid. even to 
llic point ol multiplying llieii mililary 
‘.peikliiig at a time ol eionomie eiises In 
Asia, the Japanese and south-east Asian 
counliies have come under close IMF 
Woild B.ink-Wall .Stieet supeivision and 
then maioi liims are ineiotisinglv licing 
piiii based by I !S-I;uiopean MN('s Russia 
has been ileslmyed as .i modem economv 
and Its niililaiv toices are in sh.imhies 
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Inder Yeltsin, the Russians offered their havebeenconvencdintoUS/NATOdtrec- 
inconditional surrender to the west The operational centres aimed towards 
JS military and intelligence oliicers have Russia Learning English is now a basic 


lirected access to the Russian state and 
SATO has expanded to the very borders 
il Russia with Yeltsin-Pnmakov’s col- 
iahoration The perception from impenal 
iVashington is to bomb Belgrade into the 
Slone Age until they submit to its 

II esistible juggernaut The idea prevalent 
n Washington isthat OS world domination 
s irresistible and inevitable, and all 
esistence will be “destroyed, degraded 
ind ground down” in the words of the top 
.'S military commander ot NATO 

There are among leasonable people 
•verj'whcrc a tear and loathing ot NATO’s 
Tiilitary assault of Yugoslavia Many 
letcnt people aic repulsed by Clinton s 
.am that kills people and destroys neigh- 
xiuihoods in the name of hummiitiinanism 
uid that clothes impenal ambitions in lofty 
..dues For democrats cveiywhere the 
iiulcrlymg huger quest ion IS after Iraq, and 
ittei .Serbia where will the US attack next"' 

K nil .ShRSKi or NATO Till Nrw 
ShRsii ns 

The U.S/NATO ass.iuU on Yugoslavia 
K'lcals the underlying a'ality ot the scrvi- 
liiv of the new NATO member^ to 
NV.ishmgton's strategic imperial goals. 

I hingary provides airspace, airfields and 
'iiililary bases for NATO tiiKips demon- 
siiating their loyal subservience to the 
VM'O offensive ag.iinsl Yugoslavia 
Poland went further and offered combat 
Hoops Jaroslaw iCurck. the press officer 
It the Polish embassy in Washington staled. 
We have no active combal role now but 
VM' .ire ready to take part in any ground 
• 'peration if ihat is neccs.sai y" One e again, 
iht eastern Europe regimes and mihtaiy 
toices are at the .service ol the hegemonic 
iiuc'tesis ot the great powers. Czech 
president Vaclav Havel predictably hacked 
the NATO terror bombing with his usual 
inixlurc ot platitudes and servility stating 
that the NATO offensive air war against 
Yugoslavia was “extreme but es.sential in 
the current situation” in order t.i save lives 

III 'he long run. That is a very lo‘ty sentiment 
that must appeal to the miilion.s ot terrorised 
Serbs, hundreds of wounded and dead, not 
qx'ak of the tens of thousands of Albanians 
i-iught between the NATO bombing and 
the ground war between the llS-backed 
KLA and Belgrade 

for the military of the three new NATO 
niemhers, the switch from serving the 
Russian empire for the US empire is seen 
by many as a chance fot a new military 
saiecr, akindof US foreign legion. Already 
the former Warsaw military iastallations 


requirement for Czech officers who hope 
to further their caiecrs in their new role 
as guardians and praetonan guards of 
the US empire A Czech commandet 
Vicnovsky best cxpresNcs the new legion¬ 
naire mentality which secs mastery ot the 
English language as a career builder “The 
chances of us fighting a war on our own 
territory now arc very small compared to 
the possibility of serving abroad, in Bosnia 
or elsewhere. English is simply necessary 
lor our lufurc caicei s" The Czech regime 
led by presideni Has el pi ovidcs a chemical 
defence company tin immediate NATO 
use The Polish politicians and military 
cvei eagei lo ouldo the other new servants 
of empire, established a special military 
unit that protectsilie I I.S diplomat William 
Walker who duelled the international 
observers whose pm pose was locncourage 
KLA .secessionisiii denounce Yugoslav 
atrocities and downplay cross bordei 
Albanian inlet s eniion The Poles have put 
at the disposition ol the US command in 
the region .in .nr assault brigade ot 
paratroopers and .utnoured units as well 
JS lO.fKKf tioops With the ’Solidarity’ 
regime' closing sin pv ai ds and small farmers 
threatened hv hanktuplcy due to cheap 
wcstcin Euiopcun import s, thenpport unity 
lo pursue empiovinent as active military 
mercenaries of ihe expanding the US 
empin.' m ccntial Europe .should provide 
ample opportunities lot career advance¬ 
ment ami upw ard niohility Given the new 
olicnsivc mililaiy po.stuie ot the empire 
there will he plenty ot opporluniltes lor 
the new foicign legionnaires 

HuMANH ARI V M I'l-S IN THE SLKVK P 
III Mvss OlSIRI'fllON 

Albright. Cohen. Berger and Clinton 
have attempted 'o put a moral gloss on 
their unprovoked military assault on 
Yugoslavia Yei the bloody reality is in 
slark contrast Mass terror bombing in and 
around popu lat ion centres of Belgrade and 
other maiorcilies have shaken worldpubhc 
opinion Even in the US where all the mass 
media have been churning out state 
propaganda around (he clock, public 
opinion IS almost evenly divided on the 
bombing. The esi alalion of the US air war 
against the Vugoslavs and its support of 
the Albanian gueiillas and their civilian 
backers will radicah.)e the ground war 
Hundreds ol thoi-sands of Albanians, 
suspected ol hac king the KLA arc forced 
to free The US war policy has changed 
the ethnic chaiacicr of Ko.sova. As 
Albanian cis ilians flee the bombing and 


wai, Serbian military and civilian 
population will increasingly predominate, 
in a countiy that will be so devastated that 
It will not be economically viable for 
anyone lor decades to come However, 
Washington is Icssconccincd with saving 
Albanians as it is in punishing the rciractory 
Serbs For the Clinton administration 
whatevei happens to the land, the people, 
the schools and lactones ol Kosova is 
‘collateral damage’ The empire ni.uches 
on During second woi Id war, in England 
and in the US ethnic gmups associated 
with wartime advcrsaiics weic lailcd or 
subject to inicnsc surveillance Albanian 
Ktisovars aie tieated in a similar fashion 
by the Serbs paiticularly since a suh.stantial 
numbei sympathise with the K1.A which 
.support the NATO bombings The greater 
the mtensiiy ol ihc bombing, ihc greater 
the Y ugosla V vii Incrahi hty. the moie likely 
they will miensity the ground war against 
all Albanians NATO’s olicnsive actum 
against the Yugoslav nation has united all 
c'ias.scs and political curicnis in defence 
of tlieir lives, homes, country The cntics 
ol Milosevic have set aside iheir 
diflercnccs The lice marketers and pro- 
US Serbs have been given Ihe choice ol 
accepting dusmembermeiii ot their nation 
or rcsistence The parallels with the Nazi 
attack during the world war arc not spunous 
analogies hut aie as real as the declarations 
ol mass destruction mouthed by the 
German C’ommandant dunng the eailici 
period and General Claik today 
ThcAlhanianiefugccsspilhngovei into 
neighbouring countiies will piohahiv 
create conflicts and new iiredeiitisi ciainis 
may emerge in Macedonia It NATO 
activates a ground invasion, will ('hnloii 
be able lo reciuit Poles and Tiiiks to light 
thehliKKly land w.ii lh.il Ihe I kS public will 
not allow him lo do with the US ittMips'' 
W ill ihe Yugoslav s t ontinue lodcsisi from 
attacking NATO bases in ad|uining 
countries (hat threaten to destroy their 
country’’ II Maeedoniacontinucslo provide 
military bases to pound Yugoslavia into 
the Stone Age can ii continue to claim 
neutrality.’ It Hungarian NATO Iroop-s are 
engaged to ‘liberate’ the Hungarian 
minority in northern .Scrbi.T will new 
military fronts open” Will Ihe pro-war 
European social democfuiic regimes be 
able to sustain an offcn.<-ivc w'ar against a 
ncighbounng people when public opinion 
calls tor an end to the bombing’’ 
Clinton’s single-minded pursuit of the 
US impenal interc.sts could lead to a wider 
war. that might significantly undermine 
NATO .suppo.t in Europe jusi when 
Washington thought it had the world in 
Its palm 
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FCONOMK’ politics ilic world over, and 
especially in Ihc developing world, arc 
hciiig lihcrah.scd This has resulted in an 
incrca.se in compciilivc pressuics, both in 
the donicslit and inlcmutional markets 
The long-term cffieacy of the.se lihcral 
policies loi the developing countnes will 
largely be determined by the impact these 
policies have on the development of 
technological capabilities among Arms in 
these countnes The policy-makers will 
have to gradually evolve instiuments most 
conduL I ve to technological dynamism and 
the enterprises will have to explore vanous 
methods of technology acquisition/ 
management to face the competitive 
challenge An understanding ul the 
determinants ot technologic al change and 
processes whicliresuli in the development 
ut technological capabilities will he vciy 
crucial in this context fhe hiHik under 
review makes a significant ettori at 
developing such an understanding I1ie 
biKik pools logcthei evidence on a complex 
set of relationships between ind'gcnous 
technological effort. niarKct structure and 
external economic linkages through foreign 
direct investment (FDI), technology 
licensing, and trade 
The literature in the late ! 980s and 19‘K)s 
has clearly shown that development ot 
technological capabilities is a very complex 
pntccss and there are no ready-made pnlu y 
recipes which developing countries can 
follow to tacililaie this process The 
analysis cvintained in the volume turther 
highlights these complexities. A major 
achievement ot the hook is to broaden the 
analytical framework in which technology 
related i.ssucs need to he analysed, it is 
rooted in the industrial organisation 
approach hut also reviews thcoretic-al and 
empmeal literatun* in other fields like 
trade. FDI and development economics 
(especially technological development) to 
come up with some hxsic elements ot an 
eclectic framework for such an analysis. 
The volume ilso impfuitly argues for a 
policy framework in which the combined 
el feet ot mac 10 anu micio'ccoiiomic 


policies relating to public finance, 
industrial growth, trade, FDI, intellectual 
property rights (IPRs), technology 
licensing, and R and D on fiim level 
technological choices is as.se.s.sed before 
choosing the policy mix After such a 
premising exercise, a reader would have 
liked the authors to push their eifort ui us 
logical conclusion. That is, to u.se their 
tiemendous insights to come up with an 
overarching heuristic framework which 
can usefully weave vanous strands in the 
literature and to highlight more explicitly 
the policy dilemmas emerging from their 
analysis The authors have, unfortunately, 
not attempted such anexercisL.Hiis review 
article combines the insights ol the book 
and some additional evidence to explore 
a few aspects of an overarching framework 
and highlight policy dilemmas facing a 
developing country like India today. It 
should be mention^ at the outset that this 
cllort IS essentially incremental and 
adaptive in nature without any majorclaimx 
for originality and novelty 

The review article is divided into two 
paits the first provides a very brief 
sunimaiy of the issues covered in the hook 
and the second focuses on few of ihe 
book's insights to explore their 
implications for India. 

I 

The Book 

IIk empmeal hteratureon technological 
change in developing countnes has grown 
considerably in recent years. “These 
studies, however, have not been integrated 
inrcc atsurveysofliterature., littlcattcmpt 
has been made to provide a coherent 
treatment of the empirical determinants ot 
the technological ef fortof entcipnses from 
the perspective of developing countnes 
This book attempts to fill this gap in the 
literature’* (p 8). 

The book is divided into three parts. 
Part I deals with the trends in the global 
economic environment and itsimplirioions 
for technological effon in developing 
countnes. This parts also provides a macro¬ 


economic backdrop to subsequent analyse 
Key developments, the implications c 
which arc explored, include cmergin 
trends in global and regional cconomi 
integration, specificities of new technt 
logic.s, increasing technological protc 
ctionism and the structural adjustmci 
programmes undertaken by man 
developing countnes. Bio-technology i 
used as an example to highlight the spcci: 
problems of developing technologn..! 
capabilities in new technologies 

i'hc .second part of the b<Hik is cast i 
the industrial organisation mould i 
explore the Schumpeterian and neo 
Schumpeterian determinants of tcchnc 
logical effort and analyse its effect o 
performance in the Structure-Conduit 
Performance tS-C-P) framework Thi^pai 
specifically explores the role oi firm si/ 
and market structure in determinin. 
technological effon The role of IPRs i 
changing appropriability conditions an< 
therefore firms' technology related chom* 
are also discussed here. Of the pcrfotman' 
related parameters, profitabilit) and growl; 
arc focu,sed upon. 

The thud pan expands the framewoil 
of analysis even funher by includi;!: 
firms' external linkages and thii 
implications forfirms’ technology choicei 
More specifically, “the interaction 
between technology imports and thei 
mode, international trade, market stnicturc 
and local technological effort aic explored 
(p 11). The impact of FDI, tecl^log; 
licensing and embodied technolog' 
purcha.->e through trade in equipment, cu 
on indigenous technological effort t 
explored here. This section explicitl; 
recognises that these modesof technolog' 
transfer by foreign firms can havi 
implications for market structure as wcl 
as learning potential for domestic firtm 
We shall pick up this issue later. 

One of ^ highlights of the book is Pia 
the authors have explicitly identific) 
various methodological problems 
explonng the linkages summarised abiA 
Therefore, for any researcher seeking < 


I4IK 


Economic and Political Weekly June 



Fiauu. Micro-Economic Choices And Buiuhnij or TLCHNOiooirAijCAMRnjniS 


Maricet Compeiiliun 
and Structure 

• Domestic 

• International 

• International Tinilr | 
Regimes 


X 


Performanic/ 
Entry Barrim 

T 


Intintechnulugies 

• Public K and I) 

• Basic S( u nlifiL 
Knowledge Spillovcrii 


I Competitive Pressure 

Opportunity/ 
Appropnability 
Condi tionii 


Technological Efforts 
at the Firm Level 

• Inhouse R and D 

• Technology Purchase 

• Boirow/Copy (Spillovers)| 

-r 


Nature ut Industiy/ 
Technology 


Technology Iranslei 
and Spilltivei roienlial 


I Icchnology ('haiigc | 
1 Elsewhere 

Olhei Industry 
Other ('ouniiies 
I • Other Firms in 
tndusliy 


Public Policy 

• Industry 

• Trade 
•'Technology 

• IPKS 

• Licensing 

• K and I) Subsidy 

• Macio-ecomunic 


l-oieign Diritl 
Invesliiieiil 
-*- 


do empirical work in this area, this book 
will provide useful insights on data and 
i-conometiics related issues. In the second 
part of this review, these methodoiogtcal 
issues are. by and large, not focused upon, 
rhese concerns ate nonetheless very 
'inportant as the conclusions of empirical 
'■xercises can change significaittly with 
iliffeient methodologies. 

n 

Devdopii^ an Indian Perspective 

The volume under review rightly 
emphasises the fm that technological 
development is a key determinant of 
competitiveness. Observed significant 
ditlcrcnces in technological pertor- 
mance across developing countries and 
firms are often traced in the literature to 
diflerent policy environments which 
intluence tlims' responses to given market 
incentives These can diffei significantly 
.icross countnes, industries and firms The 
• emaining pan oi the variation in 
ivrformancetscxplaincdbythedifferences 
I n technology management, ic, differences 
III the fhility oi enterpnsus to handle 
i.-c hnologics and cope with technical 
I li.uige 

'I'hc acquisition oi the ability to absorb 
iiiii build on technologies lorms the core 
III icclmological capability building and 
ici hnology management endeavoui sat the 
mm level Over a penod ol time, changc.s 

III economic policies can change the 
incentive structures and thereby influence 
ilte firms' behaviour vis-a-vis their 
investment decisions to develop 

hnological capabilities In a dynamic 
.I'liation, therefore, the inlciaction between 
. I onomic policy and technological efforts 
ii the enterprise level impinges on its 
levels of coinpctitivcne.ss. 

The state in dcvelo|ied and developing 
I ouiitnes has sought to formulate policies 

IV hich encourage technological capability 
building at the firm level Underlying any 
such policy IS an unttersuinding of factors 
that influence technological stiatcgics ol 
-'nicrpnses. However, given the complexity 
«1 the processes at work and the lack of 
.idequate infonnation, there is no consensus 
about itiesc factors and the direction of 
ihctr impact on firms’ technological 
activities For example, there has been 
much debate whether foreign technology, 
purchased or copied, complements or 
sub.stthites in-housc technological efforts 
As the book under review tries to capture 
(hese complexities, it will facilitate the 
development of such a consensus. 
Developing an empirical perspective on 
tlie.se issues is paiticulariy relevant in the 
> ontext of India today as it is introducing 
" series of liberaiisation measures The 


issues are also intiieatcly linked to the 
current coiiceiiis ot ilcvelopcd and less 
developed countnes regarding inter¬ 
national trade and intellectual property 
rights (IPRs) 

A Hi i-Kisiu Framfwurk 

As stated, chooving the nght policy mix 
iscntical ly dependent on an understanding 
of factors that intluence technological 
strategies oi cnierprise.s. Building on the 
insights ol the hook and other studies, a 
variety of processes influencing the 
development ol technological capabilities 
can be vi.suahsed (see Figure) 

A firm's let hnology choice is influenced 
by a vancly ol factors The overall market 
structure in whuh the firm operates, the 
policy regime uml the nature of technology 
define the oppoi tunily and appropriability 
conditions and intluence its innovation 
strategy, which in turn determines the 
methods used lor acquinng/developing/ 
modifying technology The firm has two 
broad (but nui mutually exclust vc)choices 
it can internalise the innovation priKCSs 
by pursuing specific activities (including 
of R and D), or it can u.se existing mai kcls 
to purchase technology. For optimising 
firms with icquisite information, the 
decision to undertake indigenous techno¬ 
logy ctforls (c g. R and D) or purchase 


technology is inlluciiced by benefil-iosi 
comparisons which have to take aciount 
oi factors like technological complexity, 
possibilities and costs ol iniilatioii. eU 
Obviously, the policy regime mfluenees 
these factois signiticanlly 
Broadly, the techiiual knowledjv 
available to a lirm can be divided in terms 
of three alternative sources ot av quisilton 
T^, knowledge generated try linn on its 
own. 

T knowledge purchascil by the (irm. 
.Slid 

T^' spillovers created by knowledge 
generation ol other linns. 

To can b«* assumed to be t loselv tclaied 
to firm’s R .snd V eltorts while Ihe oihei 
two can be furthci sulKlividod liy souiees 
However, R and O is not u homogeneous 
activity as the bcKik under review rightly 
highlights Besides, many ol Ihe iiisesi- 
ments in capability building activities 
described above are not capiuied b> 
Rand Dcxpendituies ThescMnc link, chop 
floor adnptal ion. new pr.iciicesloiiripi<'ve 
Ihe clficacy ol texhnological change elt 
The purchased knowledge (Fj,) < an be 
disembodied in Ihc lotm ol lechnologv 
licenses oi embodied m ihc inputs 
(including new vintages ol capital) the 
firm purchases Besides. licences and 
inputs can eilhei be acquired clornestu ,illv 
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(Within the country) or from foreign 
suurce.s. Thus. can take the following 
lour lorms 

Tpij Tp acquired through domestic 
licences, 

Tpii 1‘p acquired through foreign 
licences, 

^pul acquired through purchase of 
diimestic inputs, and 
V. Tp acquired through purchase of 
foreign inputs 

It might also be useful to distinguish 
between technical knowledge embodied 
in ( 1 ) capital inputs and (ii) other inputs 
like materials purchased by the firm tnim 
domestic and foreign sources 
In the same vein, technology spillovers 
(T^) can be created from knowledge 
generation of domestic agencies (firms, 
government, private research institutions, 
individual researchers, etc) and fiom 
knowledge generation abroad These can 
be termed as and T, respectively ' A 
firm chooses an optimal amount of T„ and 
T (including its vanants), in the presence 
of spillover (borrow/copy) potential and 
a given public policy Therefore, the de- 
cisions about the souices of technology 
acquisition are taken simultaneously 
Drawing from the industrial organisation 
literature, the book identifies a variety of 
turn and industry charactenstics which 
determine opportunity and appropriability 
conditions and intluenc e this choice (Sec 
laterdiscussion) The development of tech¬ 
nological capabilities are crucially dependent 
on tlicsc choices and on the interactions 
among various sources ol technology 
Further, the natiiie ot technology 
acquired and the mode ot acquisition can 
significantly influence the relationship 
between the components ol T„, Tp and T_ 
For example, acquisition of new techno¬ 
logies by purchasing newer vintages of 
capital equipment, puichase ol process oi 
pnxluct technology through licensing or 
pure imitation can has'e differential 
intlucnce on indigenous technological 
cflorl Tp can stimulate T,, if the purchased 
technology needs to lie adapted to local 
firm and country specific conditions At 
the same time there can be components 
of purchased technology which the firm 
did not have to develop through its own 
R and D In this sense Tp acts as a substitute 
for firm's own technological efforts. 
Besides, the costs of total expenditures on 
innovation - the sum of T„_and T 
expenditures - may rise with the level oi 
such expenditures due to internal costs of 
adjustments or increasing financing co.sts 
In an extreme case financing constraints 
may imply that the f<rin has a fixed budget 
lor technological improvements in a given 
year Then money spent on Tp will neces¬ 


sarily reduce the amount which can be 
spent on T^ [Fikkeit 1993]. The process 
ot adaptation had been emphasised in the 
eailier literature but which process domi¬ 
nates IS cs.sentially an empirical issue. The 
bcxik explicitly recognises, and nghtly so, 
the complexity ot the relationship between 
making and buying of technology (p 133). 

The links between making and buying 
of technology are further complicated by 
the recognition that technology hascxplicit 
(codified) and tacit components, the latter 
requiring more effort to transfer and absorb 
Much of the knowledge about how to 
perform elementary processes and about 
how to combine them in efficient systems 
(i e, practices) is tacit, not feasibly 
embodied and neithercodifiablc nor readily 
tiandcrabic. Thus, though two producers 
in ihc same circumstances may use identical 
niatcnal inputs in conjunction with equal 
in'ormation. they may nonetheless employ 
what are really two distinct techniques 
owing to differences in understanding of 
ihe tacit elements The rcali.sation that 
technologies have crxlitiable and tacit 
elements has significant implications tor 
tiansfer ot technologies, technology 
strategics ot firms and tor policies geared 
to facilitate such transfers The book and 
other literature has interesting things to 
say on these issues, which will hcdiscus.sed 
in a subsequent section 

The relationship between T^ and T„ is 
equally complex It is widely recognised 
now that even within an R and D unit, the 
knowledge brought to bear on re.scarch 
projects comes from numerous sources 
These include marketing and manu- 
tactunng groups within the firm, equip- 
n,ent suppliers, customers, profes.sinnal 
and inlonnal interaction with pens outside 
the tirm. universities, governmental and 
non-governmental technical agencies, and 
new employees previously working for 
competitors or related firms Reverse 
engineering also generates similar 
knowledge flows. Obviously, all varieties 
of knowledge flows take place among 
finns in the same industry and across 
industries It is extremely difficult to 
capture these processes in aggregate 
statistics SUK'ks of technology spillovers 
constru'-led in a variety of ways are viewed 
as proxies tor such externalities. Results 
of such studies are ably reviewed in the 
book and are discussed later. 

Broadly, .spillovers emerge from less 
than full appropriation of social returns of 
T„ undertaken by any economic unit. A 
much smaller proportion of non-pecuniary 
externality of T„, which is not embodied 
in any product or services, can be 
appropnated than of the embodied T„ | sec 
Gniiches 1991 for a discussion on this 


issue]. It has been aigued that the imperfect 
appropriability of the output of techno¬ 
logical efforts results in Urms under- 
investing in such activities [Arrow 1962, 
Nelson 1959; Spence 1984]. Cohen and 
Levinthal (1989), however, have shown 
that the spillovers associated with imperfect 
appropnability may actually increase 
R and D in the industry equilibrium. They 
argue that there is a positive effect ot 
spillovers on the marginal productivity ot 
the firm’s R and D as the firm’s own 
technological effort improves its ability to 
a.s.simtlate the technological developments 
of others. Therefore, if this effect is 
sufficiently strong it can overcome the 
disincentive of imperfect appropriability, 
resulting in an aggregate R and D higher 
than the level it would have reached in the 
ca.se of perfect appropriability 

Foreign direct investment (FT)!) and 
turnkey projects are other major .sources 
of technology These, especially the tormei, 
encompasses many of the sources of 
technology described above FDl, whcliici 
in a wholly owned subsidiary or m a joint 
venture with minonty/majority local 
patii'ipation. is oltcn .seen as Ihc only way 
to obtain the latest information from 
abroad Such arrangements (FOI and 
turnkey projects) can ensure a rapid transf ci 
of technological information and means 
to a dcvclopir.g country, hut not ncces.sanl> 
understanding FDI, like R and D and 
licensing, can, therefore, create a potential 
lor technology spillovers In the context 
ol FDI, the term 'spillovers’ describes 
.situations where the opciations ot foreign 
affiliates lead to improvements in thi 
technology or prcxluctivity ot domestu 
firms, and where the affiliates are not able 
to appropriate the ful I value of lhc.se gains 
The host country is expected to gain in 
technology and pioductivity due to the 
presence of spillovers through tw<. 
simultaneous pioccsses. MNC affiliates 
import and demonstrate icchnologie.s that 
arc not well known to the host country, 
and because their operations (or mere 
pre.scnLC) may incrca.se the level ot 
competition and force local firms to search 
tor more efficient methods of production 
IKokko 1992]. 

Once again, the benefits ot spillovc's 
may not follow automatically; the evidenti 
reviewed in the book clearly indicates that 
technological capability is required to 
exploit the spillover potential of FDI 
International experience has shown that 
more important than the differences in the 
methods ol transiemng technology is the 
tnanoeuvnng positibic within each method 
The technological benefits to be gamed 
from foreign technology often depend Ic'-s 
on the methods of technology transfci. 
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mofe on how the method is implemented. 
The book nghtly re-emphasises that local 
cftoit.s during the implementation are 
crucial for building up technological 
capability 

Toconcludc thi.<> section, it may be useful 
to highlight the complex interactions 
between nature of technology efforts at 
the firm level (make/huy/copy)and public 
policy The potential foi technology 
spillovers tbomiwing/c opying fromothers) 
IS determined bythcc|uanluniot technology 
efforts of other domestic and foreign 
entities, ‘amount' of technology iran.slcned 
to other firms in the domestic market and 
public policy The transfer may take 
embodied (purchase of inputs and 
machinery) or disembodied (licensing) 
forms Foi example. R and D efforts of 
other films and the technology 
transferred to other domestic entities 
may generate a pool of knowledge from 
which a firm can get spillover benefits 
Besides, as mentioned, firm level R and 
1) may he ciucial lor exploiting this 
spilloset potential and developing 
technological capability A weak iPKs 
regime mas facilitate 'hoiiowing/copyiiig/ 
learning' irom this pool without paying 
lot It However. IPK policies, along with 
other policies (e g. those relating to FDI. 
licensing, impons. competition, etc) also 
impinge on the qiiaiiuimot R andDcttorts 
and the technology tianslerred deter¬ 
mining thcicby the m/<‘ of the knowledge 
pool trom which linns can learn This 
highlighis the dilemma that policies 
lacilitaiing spillovcis fiom a given pool 
ol knowlalgc (c g. W'cak IPRsi may also 
lesull in smaller pools to Icam Irom. The 
hook has not addicssed ihisdilenima Moie 
on Uiis later 

ImFLI Ml NIINIi nil I'KSMrWORK 
.SoMI hviDKNCI 

This .section summarises evidence 
reported in the hook under review and in 
related literature on the relationships 
discussed in the framework above Of the 
themes addressed in the htiok. three have 
been picked up lor di.scussi(>n; (i) tech¬ 
nology and maikcl sttucluic. (it) souiccs 
ol technology, spillovers and trade, and 
(ill) FDi and technology spillovers In the 
light of this evidence, sonic implications 
of (he trends in technological .strategies ol 
Indian firms in the 19<)0s an: alsocxplorcd 
III this as well as the next section 

Tci hnology and Market Structure 

Following Schumpetarian tradition, 
studies have conventionally analysed the 
toleni Timi st/c and industiy concentration 
in creating conditions for innovative 


activities. Large st/e firms are expected 
to be more innovative because of 
economies of scale advantages in R and D 
activity, risk taking ability and biases 
created in lavoui by imperfections in the 
capital market. In addition, large firms 
also have access to complementary assets 
which facilitate appropriability ol inno¬ 
vation. a point not adequately emphasised 
by the authois High concentration also 
improves appiopnability. 

Tlie evidence on the links between 
innovation. Imn si/e and market .structure 
does not provide any consistent pattern 
The hook light!v empha.sisc.s that 
researchcisshouldlook tor iion-linearities 
while analysing the iclationships among 
these variables An important insight ot 
the book IS ih.ii lescarchcis should 
distinguish the dcLision to undertake 
R and D Inim the dcListun regarding the 
intensity ot ihis activity 

It IS tiicaninetnl to make a distinction 
between i wo Jei e.ions, namely, to start an 
R and l> unit, .ind the relative scale ot 
RandD omc iindeitaken oi R and D 
intensity 'I he ditlcrcntiation could he 
usetui hec.ne.'- the .si/,c vanable may 
inllucnLC the dei ision to start an R and D 
unit more lu'-iMiiably due to threshold 
advantages i.uhei than the relative scale 
or the intensits ol R and D once sel up 
Most emiJit ic.ii studies have been eoniined 
lo samples ot otjlv those firms that report 
R and 1) .Kiixiiies while analysing the 
relaiiunsliipIxivvecnrinnsi/candRand I), 
and were iin.ihk (o explain the dcLision 
making peii.iinmg to starting the R and D 
.ictivity fhi-se studies were also subjci’i 
lo obvious s.iniple selection bias (p S7) 

More sluihes with this perspective arc 
required lo uni .ivel the eomplexilics ot the 
relationshiphelween firmsi/cand Rand D 
activity in developing countries 
Interest mg Iv. ht > wever, two studies on India 
IKumai and .Saqib 199h, quoted in the 
book and Basaiit 1991], which recognise 
this distinstion and correct lor suinpic 
selection hi.ises tiiul that fiim size aticcis 
the decision lo undertake R and D as welt 
as Us iiiiensitv positively. Therefore, the 
inipoitaiise ol large si/cd firms in 
cncourugmg R and I> activity in the Indian 
context neetls (»> he umphascsed Howevei, 
the intcipietatioii ol this result has to he 
cautious, us the bimk rightly suggests 
The si/e \aitable captures othei 
influences like nuillinatinnalily, product 
differciuiaiion, divensitication. capital 
intensity and accc.ss to other .soua'cs of 
technology 

Scveial studies have .suggested a l'- 
shaped rclat lonship between I irm si/e and 
R and D. implying that both large and 


small undertake R and D despite 
threshold advantages. The book has an 
interesting hypothesis lor this 
phenonienon, that small and large firms 
belong to ditfeieiu stiaicgu groups with 
ditfeicnt types ol R and H (adaptive/ 
incieniental loi small and iiiiiovalivc/ 
signili(.aiii lot large) and ditfereiU 
threshold levels One should add that 
industry speediiilies can also lesiilt in 
such U-shaped links it turn', m dilleient 
industries aieeombinetl III) sm haiiaivses. 
But more inlen'sting is lo pui siu- ihe idea 
ot strategic gioups a bil luitlu i \ leient 
survey ol about 2.(KI(l small liiins in 
differeni parts ol India showed th.il 
linns' tethnologiial inve.stnuiits .iic 
related (o si/e and signit icantlv atlv'c led 
by ihe nature of competition they luce 
III the market |see. Moms el al I9‘>S loi 
details! 

Oveiali. about 4(1 pei cent the sample 
films III the stud) lepoitcd that ‘hey did 
noi use any spec lal tec htioh igy wliu h needs' 
lobe ’ucqutied’ Inleiesdngly, aboutone- 
louith claimed that they ‘source’ 
technology iiilcnially. c’lihei Ihiough in- 
hou.se copying oi m house deselopineni 
About hall of the lespoiuknis aiquiied 
technology Inmicsternalsoutces pnn>.ip'il 
among them being consultants oiliei 
domestic ciiiet pi cscs and mac hmei v/iiipul 
suppliers Veiy lew companies piocuie 
technology lioni loicign soufies(abiiul4 
pci cenli. buyers (inoihei units) and 
govci ninent labs By and kuge. e w n anu mg 
small linns, the pioponioii ol linns being 
technologically adise using Jdleient 
sources ol technology iiu tc.ised with tiiiu 
si/e (sales luinovei. nivesliiieiil in plant 
and machinery andi'inploy menu In house 
development, use ol consuiianis and 
technology pur> base lioni too ign 
enleipiisc's was lekitivel' nioie (iiev.ileiit 
among latgei ol the ,iu.ill linns linns 
piiinanivcompelnig w ilhoihersinall liims 
weie lound to Iw technologic ally inactive 
MS a-\is those vompcting wiih impoits. 
MNC'saiidlaigctirms Besides..icqnisiiioii 
ol technology liom loieign souues. 
coivsnltaiiis undothei domestic eiiieipnsc-s 
.ts well as indigenous decelopmeiil was 
moie pres aleiit imuiiigesivoning than lion 
expoiimg small linns 1 lu se lesulis lurtlic’i 
.substantiate the insight ot the book and 
eai tier studies that the ii.iint e ol < < m i| K‘t iiion 
laced (and maikels setsedi be a Inin m.iy 
play a ctucial idle in devrioping lU 
capabilities hxporl uiienlalion, lor 
example, may create conditions Im incest- 
mciUs in capability building 

Tlie idenliticalion ol siraiegu gmups 
within an indusiry will, theielore have to 
account lot souices ol comfKMiiion (an 
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importarn part of induatiy structure), apart 
fmm the differences in size and the 
technological trajectories, which the 
authors have emphasised. More detailed 
empirical analysis in this direction is 
likely to be very useful in the context 
of India. 

Regarding the market slructure*R and 
D linkage, the book provides a few very 
interesting leads, which, though 
recognised, have not been pursued 
systematically, not even m the context of 
developed countnes. One, in the modified 
S-C-P paradigm, structure has been 
cndogcnised and one needs to develop 
simultaneous models to accommodate 
this feature Two, structure and conduct 
linkages should take account of con¬ 
centration (and entry barriers) both at the 
level ot the buyers and sellers Three, any 
analysis of the impact ot structure on 
technological activity needs to control 
tor cast and uncertainty of R and D and 
the bamers to imitation One should add 
that appropnahility is not only dependent 
on IPR.S and structural features like con- 
ceniratinn. hut also on the ability of the 
firms to implement technological 
change 'Fhis in turn, as many studies 
have pointed nut, is dependent on access 
to complementary as.set.s tike manu- 
lactunng, distribution and marketing 
ITcece l<»86J 

Another dimension ot structure, 
appropriately highlighted by the authors 
in the context ol biotechnology, relates 
to the trends in international mergers 
and acquisitions which may intluence the 
rates of technological activities ol their 
subsidiaries m developing countries U 
has been argued in a recent study |Piay 
and Basant IV9V) that due in part to 
developments in biotechnology, agn- 
cultural chemical and pharmaceutical 
companies are .shedding their tiaditional 
chemical business and buying biotech and 
seed firms to iransloi m themselves into 
‘Lite Science' companies. The impact ot 
the mergers and a> quisitions in the US 
and Europe on the Indian seed industry 
has been signilicant These companies 
invest large sums ol money in basic 
research to develop new drugs. seed.s, and 
agricultural chemicals which they then 
try to sell world-wide to pay for their 
research Indian tirms which were 
competing with each othci in the 
domestic markets suddenly find them¬ 
selves on the same side It is not entirely 
clear what the impact of such mergers will 
be But clearly, international mergers and 
acquisitions are increasingly aftcciing the 
nature of domestic competition within the 
country 


1 1:2 


One of the few studies, IhricutgiodintriRl 
concentration and R and D in India, and 
refened to in the book (p 69) found a 
negative link between the two. This finding 
was aUnbutedtogoveinment policy which 
deterred entry and the authors argued that 
in the tdisence of the threu of entry 
(potential competition) hi^concentrabon 
does not provide any motivation for 
innovation Implicit in this argument is 
that the incumbent oligopolists in the Indian 
industiy in this policy environment did not 
compete fiercely but accommodated each 
other. Will this change in the post reform 
penod when such entry bamers have been 
dismantled and import competition has 
increa.sed? 

The structure of the Indian industrial 
sector IS undergoing significant changes. 
The I99()s have seen a spate of mergers 
and acquisitions. Basant (1999) shows 
that more than SO per cent of mergers in 
the I99()s were honzontal in nature In 
additional 16 per cent cases, mergers were 
vertical in nature. The share ot honzontal 
acqui.sitions dunng the 1990s was even 
highei (about 74 per cent). These patterns 
suggest that firms are trying to consolidate 
in tew chn.scn areas That the con.solidation 
pnKe.ss in a few chosen areas is under way 
IS also reflected in the fact that in about 
74 per cent cases the merging companies 
belonged to the same business group. Over 
diversification resulting from earlier 
business strategics (induced by indu.stnal 
licensing policies), is being corrected In 
the prc-icform penod, often companies 
within the group competed with each other 
tormarketshare Such anomalies are being 
rectified As a consequence of the 
dominance of honzontal mergers and 
acquisitions, the concentration ratios at 
the product group level would have gone 
up While reliable data on concentration 
levels lor vanous product group levels is 
not available, some aggregate estimates 
seem to show this tendency (for details, 
.see Basant 19991 

The multinationals have played an 
important role in the mergers and acqui¬ 
sition activity, MNCs were involved in 
about .72 per cent of acqui.sition and 8 per 
cent of mciger cases [Basant 1999]. No 
estimates ol MNCs share in the value of 
M&A tran.sactions arc available But in 
most large acquisitions transactions MNCs 
were involved MNCs have typically u.sed 
the acquisition route (controlling block of 
shares) as an entry strategy to strengthen 
their presence (by increasing their equity 
share) in the country 

These changes in the structural features 
of Indian industry seem to be associated 
with significant changes in the technology 


strategies of Indian fmns. Some dimen¬ 
sions of these strategies are discussed in 
a later sectirm. 

Sources of Technology. Spillovers and 

Trade 

Hie book provides valuable insights by 
reviewing studies that have analysed dte 
linkages between various sources of 
technology identified in the section on 
analytical framework and the impact of 
some of these sources of technology on 
producb vity growth. All these relationships 
have some policy implicauons which ate 
discussed in the next section, in the context 
of recent developments in the Indian 
economy. We .summarise here some key 
results on these relationships These results 
have been extracted from the book as well 
as Irom some other studies on India not 
referred to in the book;^ 

• Both R and D and foreign technology 
purchase (especially disembodied) cont¬ 
ribute significantly to productivity growth 
at the firm level In other words, the private 
rates of return on these expenditures are 
positive and significant According to some 
siudie.s, the rates ol return on disembodied 
technology purchase were higher than on 
R and D. Therefore, regulations to lestnct 
technology purchase may entail sub¬ 
stantial cost However, as the bcxik points 
out, the estimates of rates ot return on 
foreign technology purchase may include 
quasi-rcntsearned on foreign brand names 
(p 136) 

• Di.sembiKlied technology purchase and 
R and D are substitutes in production This 
implies that on average technology pur¬ 
chase. at least in the short run, will reduce 
local technology effort 

• Domestic R and D and disembodied 
foreign technology purchase provide 
significant spillover benefits by encou¬ 
raging prrxfuctivity growth at the firm 
level 'fhis implies that social returns to 
domestic R and O and torhnology purchase 
are significant and exceed private rates of 
return 

• Domc.stic technology spillovers also 
positively intluence firm level R and D. 
lncrea.ses in such spillovers significantly 
increase the probability of a firm’s 
undertaking R and D (with or without 
technology licensing) but reduce the 
chances of only relying on foreign 
technology licensing. 

• Foreign technology spillovers increase 
finn.s'RandD. Increases in such spdiovers 
also increase the probability of foreign 
technology licensing but reduce the 
chances of combining it with indigenous 
R and D efforts. 
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• Fsieign technology spilloven have 
significant posittve impact on output when 
combined with finn level R and D. This 
along with the last finding suggests that 
loreigntechnology spillovers and Rand D 
are complementary in nature (partly 
indicating imitation opportunities).^ 

• import of embodied technology in the 
torm of capital and other inputs induces 
R and D and increases the probability of 
doing R and D. licensing foreign tech¬ 
nology or both relative to being techno- 
logic^ly inactive. This suggests a need for 
adaptive research to utilise imported 
machinery adequately. Alternatively, trade 
resinctions or indigenisation requirements 
forced adaptive research (pp 130 and 132). 

• An increa.se in the technology embodied 
in domestically acquired inputs reduce the 
chances of firms' undertaking K and D 
efforts Apparently, domcsucaliy produced 
technology does not require adaptive 
Rand D efforts significant enough to get 
reflected in R and O expenditure data 

• I'he book cites a study to sugge.st that 
under pmtection firms may supplement 
their technology imports by internal R and 
Deffoit and strengthen thcirnuinufactunng 
capability, although the building-up of 
de.sign capability needed for continuous 
updating may get neglected In a liberal 
regime firms will build up capability 
through conunued reliance on technology 
imports (p 130) Interestingly, a study of 
Indian firms in the pre-reform eia showed 
that the pmbability of firms being techno¬ 
logically active (undertaking R and D or 
purchasing disembodied technology) 
declines with higher rates of protection 
IBiLsant and Majumdar lf)97|. This would 
suggest that liberalisation will enhance 
technological activity but given the rc.sult 
that R and D and disembodied technology 
purchase are substitutes, there is no 
contradiction between the two results, the 
enhanced technological activity may 
essentially take the torm of foreign tech¬ 
nology purchase at the cost of R and D 

• Links between foreign equity parti¬ 
cipation and R and D are not consistent 
across studies (pp 99-1 (X)). However, the 
authors contend that “internal technology 
transfer” through FDI is not likely to induce 
R and p in tlw MNC subsidiary because 
of the captive access to the centralised 
research laboratories; technology licen.sing 
on the other band may induce R and D 
effort in the licensee firm (p 129) 
Interesungly. studies which corrected for 
simultaneity, sample selection bias and 
various data problems found that in the 
pre-reform India foreign equity parti¬ 
cipation increased firms’ R and D efforts. 
Such participation also increased 


technology licensing expoiditufe (Basam 
1993: Fikkett 1993]. 

• While many of these general conclusions 
do provide significant insights on the 
“average" relationships, these may not told 
for specific industiy groups. Given the 
differences in capabilities, opportunities 
and appropnahiiity conditions, the links 
may change from one industry group to 
the other. 

FDI and Technolof>Y Spillovers 

Despite the results teferred to above, the 
impact of FDI on developing local 
technologicjlcapabilitiesis, however, very 
complex, partly iiciause of the as.sociated 
spillover ctlei ts 'fhe hook provides a veiy 
succinct review of studies on this issue 
The book argues that low income uountnes 
with small home markets and poor 
infrastructure have a limited scope for 
attracting FDI inflows The liberalisation 
of policy n-gimcs. investment incentives 
and strengthening ot IPRs may bcof limited 
help. In laci. despite .lome evidence on 
perceptions that FDI flows may be 
enhanced by stiengthening IPRs, actual 
Hows ot R and 1) investments were not 
found to be lelatcd to IPR regimes in host 
counlnes Nonet heless, the auttois suggest 
that IPRs may affect the composition of 
FDI (pp 96-97 1 Kokko (1992) provides 
very useful insights on this is.sue Some 
ol the conclusions ot this work arc rited 
in the biHik but ise summan.se the major 
insights here hoi ausi> they bnng out sharply 
the policy diicniinas emerging out ot 
empirical woik on this subject Many ol 
the conclusions ot the book on this issue 
match with those ot Kokko's. 

Fairlier cnipmcal studies showed that 
foreign presence has a positive impact on 
producti vilv ot local firms in the atfiliatcs’ 
indu.stncs This coirobonitcd the catch up 
hypothesis that technological gap between 
developed and developing couiitiics 
provides the potential for spillovers and 
therefore for productivity growth in host 
country films Tliesc results also supponed 
the view that technology transfer is costless 
and automatic. Subsequent studies .showed 
conlradicioiy results; that technology 
spillovers do not take place in all industnes, 
they are dominant where local firms were 
initially strong, while weak local firms 
have either been ioiced out ot business 
or confined to limited segments of the 
market that are neglected by the foreign 
MNCs. 

Kokko(l992) argues that many 
differences in re.sulLs emanate from the 
fact that host country chanictcnstics arc 
not explicitly controlled for in empirical 
excrci.scs. His study argues that spillovers 


arc not automatic consequences of FE8. 
because the behaviour of MNC affiliates 
- and the impact ot FDI on host countiy 
firms - IS partly detemmed by various 
host countiycharacten sties. Conscquoitly, 
spillovers are likely to differ between 
locations. Taken together. Kokko's (1992) 
findings suggest that spillovers may be 
relatively impoitant or insignificant 
depending on factors that influence the 
economic envii onmeni in the host countiy, 
such as the economy's technological 
capability, thcchanu-terol ID] legulations, 
the amount ot liKal iiivcstnieni, and the 
level ol competition Moie specifically, 
some key conclusions of Kokko's work 
are worth noting hcic Some ot tlie.se arc 
lelcrred to in the bcKik as well 

• Technology imports (and productivity 
levels) of MNC affiliates seem to be 
positively related to the skill level of the 
host country labour force and the degree 
of competition from local turns, bujt 
negatively lelated to FDI icgulalions like 
pcriormancc and technology iiansler 
requirements 

• Large technology gaps (technological 
complexity) between foreign and local 
turns may act as ob.staclcs to spillovers. 
The hook's finding (hat developing 
countries are unlikely to achieve a 
competitive aii vantage on the basis ol then 
own technological activities in high 
technology industries luriher highlights 
the taC that catching up potential is a 
direct tunction of the technology gap 
Overall, the spillovei.s are least likely in 
those mdustiics where technology 
ditlerences are aggravated by tnatkel 
conditions that limit competition (c g. 
enclaves, market .segmentation, loreign 
dominance, etc) 

• Market c haraclci isl ic s and the responses 
ot local linns also play an uiiportaiit lolc 
in deciding the impact ol MN(' piescnce 
on market iivalry and the spillovers that 
take place bc'causoof competition Incifcct, 
the priHluctivity ot MNC affilia'.’s and 
local In ms are .simultaneou.sly determined, 
and that spillovers from competition may 
be endogenous results oi the behavioui ot 
IcKaliiiins 11 localiirin.saieabietoab.soib 
and a.s.simi late spillovers and hccunK* more 
competitive, c g, they devote lesourics to 
imitate MNC technologies, they iorce the 
afiiiiatcs to import technology in order to 
remain competitive, which creates a 
potential (or further spilloveis 

• The strategic interaction between ItKal 
and foreign firms suggests th,ii (hcic can 
be two kinds ol possible ‘equilibria' 
between these two .setsol linns One kind, 
a' virtuous cireic', ivcurin industnes where 
iowal f irms arc able to assimi l.ite spil lovers. 
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wiictc they compete with foreign firms, 
and whore the at llliatc.s arc forced to import 
new technology coniinuousiy. in order to 
retain their competitive advantage and 
market vhares Anolhei.the ‘viciouseirclc’ 
IS found in industiics w'herc spillovers are 
small, competition is limited, and MNC 
aftihaiescaii afford todefci costly imports 
of technology 

• Si/c of the home market and export 
oiientation both encourage spillovers 

These results along with the earliei ones 
stmngly suggest that the success of the 
liberalisation process will crucially 
depend on the quantum and nature of 
investments Indian linns make in 
butlding their technological capabilities 
The majoi policy ihallenge. theicfoie, is 
to identify iiistrumenis which induce such 
investments without curtailing the How of 
technologies fioni abioad It is not cle.it 
if recent spun in loieign cnllaboiations, 
joint ventures, marketing tic-ups ate 
combined with seiioiis technc>logy related 
investments by Indi.in firms to attain 
technological dynaimsin and compe¬ 
titiveness 111 the long run 

Ri I f M Tri mis in Inoia anii 
I.MI’I H MIONS lOK Pol K \ 

Hie Indian iiidustiial sector has seen 
signiticam changes in I irm level stiatceies 
TIk' nature of capability building iiicesi- 
ments seem to be changing We summanse 
these shifts befoie moving (in lo policy 
options available to ns The disi ussion ol 
these trends is based on R.tsant (1‘>W|' 

Foret tin and oihei ( ollahoiation'i 

Just like mergers and acquisitions, the 
numbet oi alliances ot vatio'is tyjK's has 
giown at a lapul pace in the post 
liberalisation period The analysis ol d.ita 
on foieign collaborations approved by ihe 
Indian government in the 1990s shows 
that the level ol eontnil sought by MNf’s 
in collaborations during the 1990s 
inercascd.cspecially since 1995. following 
stiongei liberalisation A declining trend 
IS seen tn licensing agieemcnts and general 
increase in financial p.irticipatu)n in most 
industry set tors In the initial years, MNf's 
may have made strategic entry into the 
Indian maiket through automatic approval 
route ol non-cquity or minority parti¬ 
cipation collaborations, with a view to 
seek increased control later The number 
ot approvals seeking an increase in equity 
was 40 during 1993-94, which went up 
to68 in 1994-95 and 226 in 1996-97 This 
was made possible due to the raising of 
the upper cap for foreign investments in 
specific industries in 1993 and f995 fsc*e. 
Basant 1999. toi details! 


Technology Strategies 

Dumig (he pre-rcfnrm period licensing 
or purchase ot technology ftom foreign 
firms was difficult Besides, there were 
several restrictions on the royally rates lo 
be charged, period of the contract, etc 
Consequently, the ‘pnee* of tcclinology 
(including tiansaction costs) was high 
Besides, import .substitution policies 
induced local (mainly adaptive) ic.scarch 
I',c(inoinK liheialisation in recent years 
has reduced the ‘relative price’ ot foreign 
lechiiotogy purcha.se vis-a-vis making 
one’s own technology. Oiascqucntly. more 
opt ions an* aval fable to the Indian corporate 
sector III the makc/buy decision 

As mentioned earlier, the number ot 
approved foreign collaborations have 
mcreased signilieantly in recent yeats. 
Appaicntly. the Indian corporate .sector is 
actively sc'oking lechmilogy from toieign 
coinpaiiics Siginf icantly, the share ot pure 
technology licensing collaborations. Ill the 
total appiovedcnllahoraiions hasdcclined 
drainatically in the I990.S Indian turns 
aie. apparently, opting lor equity linked 
lechiiology transfer fscc also .Subrah- 
in.iiiiari et al 1996) 

The ii'al K and I) cxpcndiluics in the 
jiiivale sector grew at about 7 per cent in 
the I99()s, a rate slightly lower titan what 
was achieved in the late I98()s There 
weie, however signilicant diltciences 
acioss industry groups In a laigc numbet 
ot iiidustiies (12 out ot 28) real R and D 
expenditures declined. In six out ol 28 
industry groups (inctallurgical industries, 
tiaiisportation. loittli/crs, sugar, food 
processing and rubber good.s), the rale ot 
gtowih ot leal R and 1) expenditures was 
positive in tlie i99()s hut lowei than the 
growth in the late I98()s. Only in 9 out 
ol 28 industiiesdid it grow al a rate faster 
than in ilie late 1980s These industnes 
well* telecom, agricultural machinery, 
clietmcals. dye.siuil, drugs and pharma¬ 
ceuticals, textiles, soaps and cosniclics, 
glass and cement Even in industnes where 
teal K and U expenditures have risen, the 
R and D/sales latio*^ have either stagnated 
or declined The only exceptions arc 
telecom inai. lime bKils. scicntilic msiru- 
menls and ii.insporlation One nbsctves a 
relative si. gnaiicyevenin industnes where 
real R and D c\penditure.s in tiie I99()s 
grew taster than in the late I98().s 

1o recap, the following trends in the 
Indian industrial sector can be seen (see 
Basant 1999 tor dclailsl . 

• The Indian corporate sector is vigorously 
restructuring itself to retain coinpe- 
litiveness Restructuring i.s mainly geated 
towards consolidation in few chosen areas 


lo correct the inefficiencies created by 
over-di versification in the pre-refonn era.. 

• MNCs have actively participated in the 
nieiget and acquisition process to get 
market entry orto strengthen theirpresenue 
Acquisitions have been used by MNCs to 
quickly gel access to varuiu.s comple¬ 
mentary as.set.s. 

• Along with the restructuring process, 
the reliance of the Indian corporate sector 
on foreign technology purcha.se has 
increased More and more technology 
Hows arc now tied with equity Purchase 
of technology (especially foreign) is taking 
piecedcncc ovet R and D. in-housc 
technology genciations has taken a 
back.seat 

The Polity Ihlemmas 

Economic policies have multiple 
objeclives and their assessment has to 
take account ot a large variety of linkages 
However, lo highlight the policy options 
tliiown up by the empirical legulaiitics 
highlighted above wc assume dial ail 
leihnology lelated policies have twd 
ohjcelives (ii to lueiliUtte rapid produ 
sliviry growth, and (ii) to encouiage 
investments in Ihe building ol tech¬ 
nological capabilities or turn Ie\el 
ICC hnological el torts I roni this pers¬ 
pective. the evidence summarisod above 
suggests that there ate substantial 
opportunities to be had from incieasing 
both R and f) and technology purchase 
expenditures In addition, the substi¬ 
tutionary ielation.ship between R and 1) 
and technology purchases indicates that 
India's technology licensing legulations 
had their desircil cticci oi stiinutating 
Raiul D. a legitiinale goal given the appa¬ 
rent exiei naiiiios from the ilome.stic KuikJ U 
spilloveis However, these regulations may 
have hud a suhslaiitiai cost, Ihe reiurns to 
technology purchase expcndiluie* being, 
according to .some estimates, tnueli higher 
than tho.se to R and D Similarly reslri- 
etions on capital imports may have also 
entailed costs Finally, the presence ot 
international spillovers indicates oppor¬ 
tunities to leui n I tom (copy/pirate) foreign 
inventions lor those Indian Ittms willing 
to expend iheir own R and I) resources 

What arc the policy iniplicatums ol ihe.se 
empirical results in the post rctorm era*' 
in the pre-rciorm era, the major objective 
ol R and 1) pnihahly was to facilitate 
policy induced import substitution and 
indigenisation process, where cost and 
cflicicncy were not the primary conside¬ 
rations, sell-reliance and foreign exchange 
savings being uppermost in the minds ol 
the policy makers Import substitution 
policies induced R and 1) and developed 
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apecificldnds of technological capabilities. 
Firms used inward oriented policies to 
gainer large market shams in the production 
ol import substitutes. They took up one 
import substitute after another - moving 
on to the next one when the profits on the 
first one declined This resulted in over* 
diversirication and fmgmented R and D. 
without the acquisition of technological 
mastery in any one field. Since techno¬ 
logical mastery and specification may be 
crucial for survival in the new competitive 
atmosphere, the nature of R and D will 
have to change 

While the firms will need to reonent 
their R and D. the nature o( transfer of 
technology has also undergone substantial 
changes. Foreign direct investment and 
embodied technology import arc becoming 
moic dominant vis-a-vis aims-Icngth 
technology licensing contracts The 
evidence cited in the book suggests that 
such trends are evident globally Will these 
changes raise domestic R and D‘' The 
results c lied above would suggest that tlicy 
should have as both FDI and capital/ 
material imports seem to induce firm level 
R and D This, as we have seen, has not 
happened This docs not mean that the 
results of the cconoincinc exercises ot the 
prc-iclorm era were wrong, 'fhe policy 
regime to which the resulLs pertain did not 
allow ea.sy access to the.se two technology 
souices and in fact forced gradual 
indigenisalion ot technology. Can wc tall 
into the trap ot continuously importing 
technology, without making adequate 
ettorts to assimilate, improve and build on 
if^ This seems a real danger given the 
trends in the I99().s 

In the new policy regime, the nature ol 
intcniction between foreign technology 
llowsand iiidigcnouseltorts will bccrucial 
for the success or failure ot economic 
rclorm The results summarised above 
suggest that the policy choices with regard 
to foreign technology flows of any variety 
are complex, there are significant trade¬ 
offs between performing R and D and 
importing technology 

It also needs to he noted that the costs 
of developing icchnt>logic.s within the 
country may be significantly higher than 
their licensing costs According to the 
empirical results summaiised above, in 
the pre-reform era. restrictions on dis- 
emb^ied technology import increased the 
chances ot firms undertaking R and D in 
the short-run At the same time, embodied 
technology imports induced indigenous 
Rand D. presumably ot the adaptive 
variety. But such R and D efforts could 
have created the potential for technological 
dynamism It should he rcmeinheied that 


India discouraged the reliance on imported 
inputs (especially capital) and forced 
indigenisation dunng this period Absence 
of any such controls on foreign technology 
imports may result in a continued reliance 
on embodied technology imports if the 
country is not able todevelop the capability 
of producing the imported inputs on its 
own Therelore. the transition from 
adaptive to innovative technology efforts 
may get delayed It is diincult to ascertain 
the long-run consequences of such a policy 
mix tioin the results discus.sed earlier 

In the same vein, a liberal trade policy 
reduces effective rates of protection and 
creates piessuies tor technological 
inve.\tments In line with the empmcal 
lesults discussed above, recent trade 
libcialisalion in India has been associated 
with more technology related investments 
but these have been dominated by foreign 
technology puichasc; indigenous R and D 
has not picked up 

Both toicign and domc.stic technology 
spillovers induce indigenous R and D 
clfotts Liniiied reliance on foieign 
technology licensing and embodied 
technology i mports combined with a weak 
patciil regime, a policy mix adopted by 
India, theiefore. has an inluitive appeal, 
given the possibilities of i/i venri/tgo/oum/ 
the impnitc’d technologies in the presence 
ot spilloveis The hook al.su .seems to take 
the same view at lca.st vis-a-vis IPR related 
policies (pp 72-71. 76). However, there 
arc a lew itade-offs which need to he 
considered w liilc assessing these relation¬ 
ships thnv important these tradc-olf s are. 
IS again an empincal issue which cannot 
be resohed without more detailed 
information on the nature of technology 
translei This information base is fairly 
rudiincniais at the moment. 

First, the luicign technology spillover 
stocks constructed by some ol the studies 
cited above us well as in the book, were 
based on the foreign patents (R and D 
wcighlcHl) grunted in India And lh''sc 
spillovet stocks positively influenced 
indigenous K and D The slocks ol foteign 
patents may increase if a stronger IPR 
regime induces significantly highei foreign 
patenting in India (this seems to he 
happening alieady in anticipation of a 
mute stringent regime), hut the pos.sibihtics 
ot inveniing around will decline 
Minuhaneously Similar proces.ses may 
operate wiihin the country as well if 
domestiL firms icspond by patenting more 
(or by doin<j more R and D) under the 
stionger IPR regime. In other words, with 
a more stn ngcni IPR regime, the knowledge 
stocks which can potentially spillover 
might actually increase inducing highci 


technological efforts at the firm level. Thus, 
new IPR legislation, when implemented, 
may result in lower spillovers per unit cf 
knowledf’e suk k hut a mui It larger stock | 
la tram ft om unJ the quantum ofspillovers 
mav cKiiiallv uu tease 

Further, there are spillovers from 
technology liccn.sing and imports too, 
which have an impact on the dillu.sion of I 
the licensed and cMnhiKlied technology i 
within the country In a libeial economic! 
envitonnieni, enhanced Icchiiology flows | 
through these souices may result in| 
spillover benefits In the context of’’ 
lechnoiugy licensing. Aioia (IWI) has ; 
argued that codified elements ol the 
technology arc more valuable when used! 
in coniunction with the tacit know-how ’ 
This IS so because both ate strongly' 
iniluenced by the specific conditions' 
under which the Iiccnsoi operates the-' 
technology and learns about it Also, the', 
.stronger the complemcniai uv hei weenihe ^ 
cndiltcd and the tacit components ot the' 
technology (i e, higher the degree off 
tacitness ol the technology i, the bniadci ^ 
the scope ot protection altoidod to the 
codilied elements oi the technology < 
Thereioie. unriei a nioie stiingeni IPR 
regime the costs incurred by the licensee 
to ' invent aiound’the licensor's technology. 
are likely to he more Consequently,< ete/is 
pat thus, the amount ol taut knowledge) 
piovided m a licensing airangemeni may. 
decline with the weakening of the, 
intellectual property rights Thus, il a 
countiy adopts a weak patent legime, the 
possibilities are that Ihe hccnsois will 
supply lowerlevclsoi lechnologicat know-'. 
how hy restricting Ihe How ol tacit 
knowledge This might reduce spillover 
potential. 

Equity participation hv ioieign firms!- 
seems to emouiuge iiuligennus cllort as<i, 
also foreign technology licensing It is not|| 
clear tiom Ihe evidence contained in thef 
hook whet Ikt sue h cl lorts are an inci casing i 
lunctionol toieign turns' equity ii«)ldings.M 
The i.ssue ol the extent ol foreign coniiol.'> 
which IS optimal lor encouraging.' 
indigenous technological ettort, thcrelore.;.| 
remains unresolved The degree ol control ' 
sought by MNCs has been on the rise in' i 
leccnt years. MNCs are bi'iier placed vis- ; 
a-vis domestic firms in the acquisitiuR 
game because of their deep pockets anti; 
relatively cheaper access lo capital A 
recent .study has sluiwn that intentions lo 
invest in India are signilicantiy iniluencctl 
hy these differences in the cost ol capiiaf < 
1 Rnsano 1999 ).Thc issue relating to acc eW 
to capital becomes very impoitani in ilic5 
Indian context as structural adjustment 
programmes in diflerciu (.ounlnes have ' 
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been asiiociated with a decline in R and D 
ikpenduures (p 29). Measures to correct 
tiscal dcflcits also reduce flows of credit 
to domestic entiiics adding to the uneven 
playing field 

The book highlights the role of public 
R and D and rescaich on basic sciences 
in developing technological capabilities 
in developed and developing count ncs 
fpp 25. 77). .Spuctural adjustment pro- 
gramme.s and emphasis on controlling 
fiscal deficits can result in reduction in 
expenditures in both these activities and 
Indiaisnocxccptiun lliespilluvci benefits 
of public R and D arc significant Besides, 
the authors would argue, and rightly, lor 
a selective tocus on a lew sectors lor 
strategic invc.simen(s in public R and D. 
We seem have missed the boat as tar as 
roicro>electrunics is concerned. Bio¬ 
technology and software make strategic 
sense in the current context 

Finally, the nature and quantum of FDI 
flowsare also influenced by the IFR regime 
and other policies adopted by the host 
countiy And spillover benefits from FDI 
are a function of local capabilities, levels 
of competition and policies, especially 
those relating to FDI How to attract FT)I 
which will enhance local technological 
capahilitic.s'’ What should be the policy 
pFe.scnptions tor liust countries that aim 
to maximise the benefits lromFT>l '' Bai lici 
studies suggested that soliciting FOI and 
.subsidising foreign firms (e g. by ofleiing 
tax holidays or impoii duty exemptions) 
may be rational from ihc poini ol view of 
the host country 'I his is so because loicign 
investment appears to be an tniporlaiU 
channel tor the tianstei ot modem 
technology to local turns, hut the amount 
of FT)! may be sub opiinial in the absence 
ot policy interventions because the 
spillover benefits are not intemuiised in 
tlK foi cign firms' rates of return. The policy 
conclusions suggested by the studies 
summarised here am different, general 
subsidies to FIJI may not pay oft and 
governinents should liy to attract FIM in 
areas where then linns aie alieady 
competitive Ol where technological 
capabilities are high so that a virtuous 
cycle of technological learning can be 
initiated Another element of the policy 
package which cun resolve this dilemma 
and which has been ctleclively articulated 
in the hook relates to (.ompctition policy 
An effective competition policy can 
facilitate generation of spillovers benefits 
by controlling mono|H)iistic •.onducl of 
MNCs and by monitoring the changing 
structures ol product markets 

Tlie kev policy learning .seems to be that 
incentives toi int^igeiious K and 1> to 


develop local capabilities, an effective 
competition policy, a level playing field, 
export promotion and focused public 
R and D should be combined with the 
current policy package to maximise 
bcnelils to Indian industry. 

Even such a long review cannot do justice 
to the hook as it covers many more themes 
than what we have been able to discuss 
here. Many more lasights of the book need 
to he assimilutcHl to ascertain their sub¬ 
stantive, policy and methodological 
implications One wishes that an effort of 
the kind undertaken here were part ol the 
bixik The authors were much better placed 
to undertake such an exercise Even without 
SUL h a c hapter. the tuxik is a must foi those 
who are working in this area and for those 
who hr lieve that policy-making is serious 
business and the policy imitruments need 
lobe tine tuned in the context of empincul 
reality 

Notes 

I Hraatlly s|K'jking. technology spillovcis aie 
lienctil. reaped by agents other than (he 
innovator which the innovaioi cannoi 
appiopiiaic 

? 'two ijpes ol R and IJ •spillovers’ hove been 
distiiiyuislicd in the iitcraiun: (i) K and U 
itiicnsivc inputs arc puichased by finns of an 
iiiihisiiy lioni turns in itic same industry and 
tioiii otiiei iiidustiies at less than their lull 
‘i|ualil>’ price, and (ii) idca.s borrowed by 
research learns of one industry from the 
rcscaich results of another industry (oi by one 
liini liotn Ihc otliei wiihtn the same industry) 
('oncepnially, as Gniichcs (l■)9l) poinis out, 
die Immci are con,sequences ot problems ot 
measuring capital, materials and llieir piues 
i orreetly and iiol n'ally aeascof puiv knowledge 
spillovci s Ac c 01 ding to him. it is not clcui that 
the taller type ot borrowing is pariiculatly 
related to input piireha.se flows 
s .See es|K'cially Rasani (l*Wt) 

4 I his and (he earlier iwu findings support the 
hyiNithesis ol ('olieii and Lrvinthal (IVSV) 
discussed eailier 

5 Tor bn;vitv the relevant data arc not leportcd 
liere. Rasani (IVS4) provides detailed esiimaics 

6 1 tu’ie are oilier inlcresung trends not reported 
heie Fell example, the hook predicts an inerc.ise 
in non-pi lee I IS all y, especially through prodiic i 
dilfcicntiatioii with the increased eoni- 
pclition Irimi MNCs The available data 
suggests dial pioiluei differcntialion strategy 
seems lo Ih- doininaiing over straiegies ol 
budding distiibuiion and marketing relaied 
(.oniplenientary assets This is prohubiy a 
response lo increasing conipelilion from 
MNCs 
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SPECIAL ARTICLESl 


India’s Power Sector Liberalisation: An Overview 

Antonette D’Sa 
K V Narasimha Murfliy 

Atnulya K N Reddy | 

The Indian ptiwer sector was opened with miuh fanfare to private partu ipation in I9<tl to hasten the 
increase in generating lapaaty and to improve the system efficiencv as well. 

However, although several plants arc under construction, till early 1999, generation had i omnieiu ed at ? 
private plants totalling less than 2,000 MW. In contrast, some state undertakings have lompleted their 
projects even eailier than scheduled 

Independent power producers (IPPs) ilatm that their progre,ss has been hindered by ptublems stub as 
litigation, financial arrangements, and obtaining i learances and fuel .supply agreements. On the other hand, 
the Slate electmny hoards have been burdened h\ power purchase agreements (PPAs) that favour the IPPs 
with such (lause\ as availability juiymcnt ine\jjective of plant utilisation, tariffs reflet ting high capital 
io\ts and return \ on equity, etc. 

The process of inviting piivate parlicipatiim in the power .sector and the problems exjreiienicd seerii to 
have spurred on the restrui tiiring of the jrow ei set tor, including the formation of Ceiitiul and State Electricity 
Regiilatoiy Conimissioiis. However, some imjioitani problems have not been addres.sed. Additions to the 
generation rajuic ity without corresponding imjnovement of the tran.smission and distribution facilities is 
hkelv to further undermine the system effitieiux What is more, i.ssiies like the reduction of 'commercial 
losses' appear to have been ignored 

Most imjrortantlx, investment in infrcisttui line has been a state responsibility because the intrinsically 
long ge.stcition i oiipled with the relatively low nturris from serving all categories of consumers have rendered 
such piojc'cts coiiimercicilly unprofitable Whether or not private jrarticipatioti can take on such ttt.sks is 
to be seen. 


A NKW policy ol opening electricity 
generation to private participation was 
announced by the central government in 
(Klobcr l‘>‘>i Then, in May-June 1992, 
a high-level team coiiMSting ot the union 
cabinet secietary. |)uwcr sccretaiy and 
tinance secietary visited the US. Europe, 
an<i Japan, to invite loieign private sector 
paiticipation in the power scetoi Foreign 
companies returned the vi.sit to India and 
lound theclcctncity establishment of!enng 
cniuessioiis and incentives that were 
hitherto unheard oi in the |Kiwei .sector 
business 

REA.Si)NS niR iNVITINti PRIVAIF. Shi'IOK 
Partkipation 

In 1990. the situation facing the energy 
sector in India was roughly as follows The 
central government - the conventional 
source for funding power projects - was 
believed to have reached its limit as tar 
as funding was concerned. The Indian 
electricity sector had virtually no surpluses 
to make available for investment. The 
World Bairic had stated in I989that requests 
from the electricity sc'ctor of developing 
counincs added up to $100 billion per 
year In response, only about $20 billion 
was availablf from multilateral .sources, 
leaving agap of about $80 billion ' Hence. 


It was suggested that the only possible 
.source oi I uiids was the pn vate sector and, 
in view ot ihc fact that the Indian capital 
market did not appear to be able to make 
a signiiiciuit contribution, that the foreign 
private sedoi should be welcomed. 

It was also hoped that there would he 
a side-hi-nctii legarding the unacceptably 
low system el I iciciKy ol the state clcctncity 
boaids 1 hisctriciency would be impiovcd 
through iheoll-claimcd belter management 
and higher lechnicai performance of the 
prixMie secloi 

WiiAi Has Happi>iei> 

By August 1995, about 189 offers were 
received to set up private powergcnerating 
projects of over 75.000 MW. at an invc.st- 
ment ol mote than Rs 2.76.000 crore * 
These included 95 projects with an aggre¬ 
gate capacity of 48,137 MW, awarded 
through Memoranda of Understanding 
(MOl Is for Letters of Intent, and 32 projects 
(casting moie than Rs l,(X)0 crore each) 
with an aggregate capacity of20.697 MW, 
awarded by international competiti ve bid¬ 
ding ’ Of these, eight were considered foi 
countci-guarantees by the central govern¬ 
ment .Seventeen private puwei pmiects 
were accoidcd the Techno-Economic. 
Clearance (TE(?) by the CEA, till March 


1996. according to a statement ofth 
minister ot state loi powcithese rcache' 
a total of ■'I by March 1998 ' 

In December 1998. tbc powci inincstii 
asked all the IPPs to achieve financii 
closure by Match 1999 '’Table I lisisll' 
available information on Ihc status i 
pi I vate iHJwei plants 7 h ■) 

In tact, vciy few piivatc protects hai, 
actually been comnussioiicda '' ' 

(1) the 2 IS MW gas-turbine plant | 

Jeguiupadu (owned by OVK Indu-stri^ 
CMS Eneigy (IISA), APSF.B. ABB ar‘. 
the Hongkoiig-ba.sed Asia Inuastructu'. 
Fund, and c onstruclcd by ABB on a tumki’, 
basis)."’ S 

(2) the 515 MW coinbincd-cycle g»j 

turbine (CTOTfplant at Ha/ira(ol fc'SSA j 
Power). ?; 

(3) the 172 MW naphtha-based plant^ • 
Vijie.swaram (of the joint secioi Andhf 
Pradesh Gas Power Cor|>oraiion Ltd);? ‘ 

(4) Ihc 160 MW ccgt plant at Baro( ■ 
(Of GIK'L). and 

(5) the 826 MW (740 MW) naphtb 
based plant at Dabhol’’ (of the Dabfi > 

a This intorinalion is based un leports in nalin| 
newspapers lilt May I W> 
b Accordinginihemanaginirdimtiir ihispian 
liLcly 10 Loniineme cumniereial opeiatton 
niid-May 
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Tabi^ ProifciStatw 

(According lo Intorinalioii Available in Newipapen> till March 19‘*'> I 


-’lOfCLt 

Location 

IJevelopcii/ Capacity 

Siaius 


'State! 

Mapii Shateholdeni (MW) 


Thermal Ton ei Pio/ei 




' l)ahhol(I.NCi) Maharashtra 

Oahliol Powei Co (740+1.440) 

Powei Purchase Agreements (PPAs)signed, with m-negotiation 



(r.iiron IX \ Corp 


(earlier 69.S+1120 MW), counter-guarantees torlaiill and lerniination 



lieihlel (it'l 

• 

pay luems obtained. Phase 1 complete. fuel linkage and I inancial closure 
lur Phase II obtained. 

* Hhadrasati (coal) Maliaiashiia 

IspailMiltals) 

1 072 

Working fur financial closure (FC). obtained counter-guarantee 

'Jcguruiiaduiccet) 

AP 

(jVK Reddy eli 

2^S 

Coinmissinncd and working (counter-guarantee only fortemiination 
payment obtained alter commissioning), no escrow account as yet 
opened by APShB. 

Viyesworaiii llK|uiii fuel i 

AP 

AP Oji Powci (”oip 

172 

Commissioned, working 

'‘Gudavuii iiLytl 

AP 

Spoi Irutn Powci 

20K 

Construction m final stages, opted lot no counter-guarantee. 

* VishakapaliianiUoall 

AP 

Mimlu|aNational Powci 

1 040 

Oisiiissions on for tuci supply agicement. counter-guarantee obtained 
(lUUKi.fiiel supply agreement tmalised 

'MaiipaloiLisiial) 

Karnataka 

Mangalore Thei iitiil Powei 

1 (XK) 

Re-negoliatioii lo Noicmber 1997, and 1 EC iibtamed, but stuck in 



iCogcntiix C'hiiialaghiand 


litigation (Supreme C oiii i) a sepai ale piojcci for a KX) km transmission 



Powci) 


line (■'• Rs 7(X)crorc*l is rcquiied. 

lb Valles 

()rissa 

AHS Iraiispnwer 

420 

Re-negotiated PPA engineering pioiuremcnt constiuction (bPC) 
contract under 1 inalisation 

* Newell Koal) 

IN 

CMSEneigs 

2S(l 

Coimter-guatantee signed, neanng financial i losuie 

Sbalivaluma (fuel oil i 

AP 

SlialivahanaPowert urpn 

14 S6 

APSEB's peiiiiission. 

Kondaiialli 

AP 

1 .nil i>Ciiou|i(Hydciabadl 
.imlF asleinGcneiationlUK) 

170 

Piiiaiictal closiiiel Ueccmbei 199X) 

Hn/iia(lit|uIII fuel) 

(iuiaiat 

1 SSAR Power 

SIS 

Coiiiiiiissioned .mil working, but GSHU yet to open letters ot crailit 

Biuoila (liquid liiel) 

1 iiiiaial 

lilPtT 

IbO 

Comiiiissioncil.iiid will k mg. 

Uhulpurin.iphiha) 


RK'i fiioup 



Toranagalieoal) 

coniniissiiined 

K.una(aka 

Jindal liatlabel Power 

2()l) 

110 MW unit 

Pillai|x.iuiiialnjlUii (iigll fN 

OyiiaMakowski 

nos 


N Madras(loal) St II 

TN 

Videotiin Powci 

I.OSO 

Woikingfoi tmancialclusurc 

N Madias St III 

TN 

1ii-.Sak(l 

S(KI 

Working for financial clusuic 

Basin Budge (diesel) 

TN 

GMR Vasal 1 Power 

220 

Underinipicnieniation 

Halagaihiiual) 

WB 

BPn (RKigioipl 

son 

1 echnoHtconomic clearance (TEC) expected 

Korba 

MP 

Dacwixi 

1.070 

Nearing riiiancial closure, but escrow cover to be given 

binu(i..iali 

MP 

AdityaBirlaGioiip 

S78 

Neanng financial closure, but escrow cover to be given. 

Bhilai 

MP 

LA r 

S74 

Neanng financial closure, but escrow cover to be given 

Snmusliiiaiii (ligniti) 

FN 

B.StSUdinCAPrXl) 

2S0 


PaguthaniLigt) 

Guiaiat 

GlEC 

6S.S 

To be completed shortly 

H\Jio-elri nil ptnjri n 
Alinatli 

Karnataka 

('hamundi Powei C'orp 

1 107 

Clearanceawaited, 

Basfia Slate It 

HP 

Jai Prakash 

KK) 


Maheshviai HEP 

MP 

S Kumar's 

400 

Working tor Financial closure. 


Noie * IndiialrtlH pro|c<.tstciincd‘(aM-trnck' 
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PowcrCompany -EnionInternational)'' 

Several other proiect s ate under way At 
the end ol March I projects under 
implementation accounted for a total 
Lupactly of ahttui 1 (KM) MW Anoihci 
eight projects with a total capacity of .t.654 
MW had been sanctioned tinancial 
assistana' hy mstiiuiions. but linaiicial 
closure has not yet been achieved 

III lonirasi. sevcial cential and state 
government u tidei taki ngs have«. omplcted 
Ol aie completing then piojetts on time 
(Ol even earlier than scheduled) Foi 
example. I >iiits V and VI (210 MW each) 
ot the Raishui 'I'hctmiil Power .Station aie 
being commissioned ahead ol schedule hy 
the Karnataka Powci C'orpoiation (KPCI.i 
The completion ot Unit V m a reeoid 
jx'iiod ol only 2X months*' has lesultcd 
III a saving ot Ks 2(M) i lorc. with a capital 
tost ol Rs ^ 22 cioic pel MW it is the 
lowest tost tlieiiiial unit to be t (instructed 
III icieni ycais 

I-iiitliei iiitlictaseol piivatcjinmiotei.s, 
projetls wiihnut foremn purtK iixition arc 
beine completed as scheduled I'oi ex- 
.iinjile the duel pioniMtet ot the 23S MW 
Itginiijiadu project in Andhra Piadcsh 
.itoitled delays by jiersuading Indian 
t iiianc lal insiitui ions to invest even betoie 
anj coiintei-guaiantee was oblamed 

PkoIII I SIS r.Si Ol Ml Kl II 

The siakelioltleis m the powei scenario 
aie the geiieialois - independent powei 
jii I Hliicers (IPPs) .iiid/oi stiUc undertakings, 
the disiiibiitois (at piescnt the State 
Fdcctniity Hiuids) ihegovernment (ceiiiial 
and stale i and Ihe consnmcistcommeicial. 
industrial and others., as well as house¬ 
holds I with and without eleetticity) 
Altenli. 11 will now be tocused on the 
pioblems noted bv the pnvale produevrs 
. 111(1 the eleetricity establishmunl in the 
course ol coiistiueliiig new powet plants 

Piohlt'ins Mentioned h\ Pnvute 
Pioduteis 

1 jtif>fition/reiH\pnialioii leading to delins 
I'oi seveial reasons, lot example, high 
costs, enviionmenuil inipacTs, and 
peiccptionol tinancial inegularitics. there 
have been piotests against .some power 
plants Litigation as also renegotiation ot 
Power Puichasc Agreements (PPAs) have 
eau.sed long delays in piojcct completion, 
so that consiruc'tion has not heen completed 
as scheduled For instance, the Mangalore 
Power Company's PPA lor a I,(MX) MW 
coal-based plant was t'ngmally signed m 
l‘)‘)) le-nogotiated in November 1997. 
and has yet to be tcsolved 
hnam mgprohlems ('ompared to typical 
e( mmercial projCc is. ml nustruc turc projects 


yield relatively low returns and have long 
payback periods ronsequently, powei 
plants have been perceived to be eom- 
mcicially less protitable. Such projects 
were, thercloie. undertaken by the public 
sector Private promoters lace dilticulties 
when Hying lo ohiam tundmg. us hankers 
an* unlikely to agtee lo loans with a mulurily 
longer than three yeais. to match the tenor 
ol then deposii liabilities F.ven I'lnanciul 
mslilutionsiFlsi Imd it dittieull lo extend 
loans c onimeiisui ale witli the long payback 
penods ol powei piojccts 

Moreosei the Sialc FJectneity Board 
(SliB) IS iiuanalilv Ihe sole purchase! ol 
the power dial a pinaic seeloi generator 
gc'iieiates I'lial Ix’iiigtheca.se.thepiivaie 
sector "will not lake Ihe risk ol not being 
paid"*'’ hy .Slilis m jiooi tinancial health 
The .SF.Bs .iie also unlikely lo get backing 
from linaiic'iai agencies toi then 
commiinients in jiiiichase elecineily liom 
Ihc piisali piodiKCTs Hence, eoumer- 
guaiaiitces tioin (he central goveriimeni 
have been souelit 

.Some couiiiei-guuiantces liom the 
central gosernnicnt wcie eventually 
obtained in the c.iseol sixotthceight 'tast- 
Irack' projects i-Acii with these counlei- 
guarantees pnnuoicrs tend lo wait loi 
othei aiiangemeiits such as luel supply 
agreements lo he Imah.sud 

There aie oihei options that could be 
considered tor (le.ilmg with the financial 
pniblem. such as •’ 

(a) an esuow anount - into which the 
cash ml low s (il ihe SEB arc deposited and 
to whic’li an iiKicpendeiit power pniducer 
(IPP) would have lirsi access in case ol 
dclaults by the .StiB, 

(b) an agieemeni by which the IPPcouId 
supply eleclt ic ilydiieclly to buyers, tliiough 
the existing linos and 

(c) an iiievoiahle Idler of ciodit, 
favouring the IPP on ccitam conditions 
being met and issued by a highly rated 
bank/fmaneial institution - guaranteeing 
payment on behall ol Ihe SRBs 

With Icgaid tocsciow accounts, tinancial 
institutions aie s.tid to be limiting their 
loans to IPPs at the SEB's ‘cscrowabic' 
capacity Itisiecommendcdthatlhcamounl 
m theesciow account should be 9 25 times 
the monthly tantt payable by the SEBs. 
that the CSCI ow acaiuni should be cliatgcd 
exclusively m l:i' .mi ol an IPP with a pro¬ 
vision P' assign the same to lenders ol the 
IPPs, and that the escrow account should 
he established hcforc financial closure.*^ 

Howcvei, p-oblcms exi.st even with the 
escrow mechanism .Several states have 


u These have been desenhed in detail by CkmIiI 
Analysts and Resistreh L.tniilcd 


signed a large number of PPAs with an 
aggiegate cajiacity higher than ctnild he 
supjKittedbywayotesciows Forexainple 
III Madhya Piadesh iMP). Ihe SEB has 
.signed PI’As aggieguling lo about b.SOO 
MW and ol these, nine piojeels totalling 
aboui 4.WM) MW have alteady letvived the 
riiA'siechno eeononiK cleaiance Incon- 
liasi leading tinancial insiiiuiioiis have 
as.sesscdlhelotal ‘esc lowablecapacity* ol 
Madhya Pradesh at only aiound 2.561 
MW *** Similar pioblemsalsoeAist til some 
olhei Slates 

In addition lo the osereslmiatioii ot 
esciow uipacitv. theie are two pioblems 

(a) disiribution icgions ihat giiui.miee 
payiiieni Ihiough escrow uscounis could 
be chcTiy picked' hs the mdeiieiideni 
powei jiioducei leaving Ihe SEB with the 
uriiciniineialivi. disiribution icgions to 
service its other commitments, and 

(b) Ihe existing si,ikelK)ldeis in the c ash 
tlowrs «( SEBsobjcei lo siii h agieenientv 
Fill iiisiance the .Stale Bank otindiatsvhich 
piovides oveidiall tucililies lo Ihe .SEBs) 
IS lelusing lo lilt its hen on ilie leceivahles 
oltheSliBs Fuithei.atnloji-levelmeeling 
m January I99X. banks pointed out thni 
state goveinments were not paying ih.'ii 
dues on bonds issued, but weie is.suine 
moic and itioie guarantees' 

Other.sources of lundsareliinited While 
private power projects m indiistiiuhsed 
coiiiuries raise funds thnmgli insiiiutional 
investois (insuiancc companies, pension 
luiids. ele). in India these usually invest 
in some way’ll! govcininent tiiKlei takings. 
Iimilini! the sources lor private powei 
piojeels Hence, as conip.ticd wiih the 
mvcstinenl leijuircmcnts ol ihe private 
powei secloi estimated at Rs 2.92.5(K) 
ciorc toi (he ncxi decade, the tiiaxiniuin 
borrow'ing liom Indian IIs/banks is peggrti 
at .10 pel cent ol Ihe oiillav or Rs 1, 17.(KK) 
ciorc **’ 

Ri\k \heirmti 'I'he mans iisks perceived 
hy ptivalc pioducers^" are usually 
addressed in the PPAs 
ConstrucTion risk This is ihq risk ot the 
project not being complclcd on nine and 
within the budget To counter this tisk. 
provisions toi liquidiUiondaiiiageslouivci 
the costs ol delays aic included in the 
engineering procuremcni consiiuction 
(HPC) contract 

Market ri.sk- The market risk includes 
demand risk and price tisk A demand n.sk 
IS avoided by Ihe Take oi pay’ stipulation 
ot Ihe PPA.S. accoidmg lo which the SEB 
agiceslopay the IPP Ihe 'availability' rate 
regardless ol the numbei of Kwh actually 

a Tbc II>HI has been financing pm. base ot 

'iKlipenousequijMiH-nlbs s anotis SBBs ihmugh 

Its bills rediscounting sehciiK 
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obtained Siimlarly.thepncenskisavoided 
bv the lantt structure in which all costs 
ol producing power - fixed (interest, 
depieciation. O and M. insurance, taxes) 
and vanabic (tuci), plus a return on equity 
(ROh) arc assured 

Fuel-supply risk This is the risk ot not 
obtaining a li mely supply of the appropnatc 
fuel To countci this risk. TPPs eitliei sign 
loiig-ierni contracts with the public set toi 
supplier (for example gas from GAII,) or 
acquire a captive source (toi example, a 
captive coal mine) For, liquid luci tians- 
portalion sometimes piescnis a problem 
because nil supplieis do not guarantee 
transportation between the port/ielinery 
and the power plant, necessitating a 
contract with the Railways 
Exchange lluctiiatioiii isk Ihe puibicmot 
losing at limes when the rupee tails is 
avoided either by demanding payment in 
dollar leims oi by ensuring toieign 
payments into an international esetow 
account 

Ohiawiimilcaram e.\ Thciearenumerous 
clearances - statutory and non-statutory - 
tobeobtainedlorstartingapowerproiect “ 
'Ihe statiiiory cleaiances include cost 
e,stimate cleaiance. techno economic 
clearance (TEC') tiom CEA, waiei- 
availability t Icarance I lom thcGWr/Sialc 
government, pollution clearance Irom the 
SPCB/CPCB, lorcsl and enviioninent 
clearance and rehabihiation and lescttle- 
men^cleaiance fn»m the MoEF and the 
SEB/state government clearance The non- 
stalutory clearances incTude land avail¬ 
ability irom the state government, fuel 
linkages horn the dep.iitmeiits ol coal and 
petroleum and natuial gas, transportation 
ol tuel troin the depaitincnts oi coal/ 
petroleum and natural gas, and the 
ministries of railways, and shipping and 
suitacelranspon, and I inancing tioinf'F'-V 
DOP/departincnt ol economic alIair.s/FTs 
All these can lesull in consideiable delays 
and thea'by cost escalation 
Howcvci, 1mm August 1996, powci 
pi ojects with investment oi Rs l,(K)Ocroic 
liave been exempted Irom CEA and 
environmentalclcanui*.es Theearherlimit 
was Rs4(X) I rore, but it has been suggested 
that this limit he raiscil to Rs 4.(XK) crore 
Several' Iast track' pro iccis were however, 
above this limit 

Ohtaimnfi fuel tinku/’r ai>reements Fuel 
linkage agicements (tm luding licences lor 
impoiting luels -coal, naphtha, die.scl and 
LNG or higher grade Indian coal) have, 
at limes, beendit ficull toc^tam In addition, 
the rules pei taming to the use ol some fuels 
have not been clear or have been changed 
Ihis indecision has delayed several pro 
(ccts Furthermore, the charges that have to 


be paid by the have been regarded by 
them as being too high, as they include 
charges Iorcummitmeni, imporl-handling. 
.servtce,and,<»on(asshowninAnncxurc i) 
Environmental problems: Some require¬ 
ments of the ministry of environment have 
beeniinacceptabIctodiemPs Rtrinstance, 
altci nine years of generation, a 100 per 
c-eni ash utilisation for coal plants was 
requited Power companies weic also 
expected to develop ash products and 
market them-' 

Piohlems Faced by the SEBs 

11 nan eptahle PEA terms - not viable foi 
the SEBs According to the terms spcci lied 
in some of the PPAs. the country would 
have to pay an exorbitant price tor toieign 
participation. Several harmful teaturesare 
listed below 

Assuied high P(.F Plants were lo be 
assured oi elcclricity sales at PLFs of 
I- 68 .S pci cent, these high PL;^ being 
buttiessed by power purchase agreements 
This commitment implies that during the 
daily oil-peak hours and the monsoon 
season, the existing plants would have lo 
he backed down, resulting in uneconomic 
plant dispatch (that is. lower cosl-pcr-unit 
power would be replaced by higher cost 
powet) Considenng that several existing 
thermal plants that can operate at higher 
than 68 S per cent are hacked down in 
periods of good reservoir inflows in the 
southern region, the situation would only 
be worsened 

Further, it the real ailment of the power 
sector IS a shortage of peaking power rather 
than energy, thim the addition ot base-load 
power stations is not likely to provide a 
solution ^ 

High reluni on equity. A relatively high 
(-'11 per cent) rate of return (ROE) was 
promised to the investor, at a capacity 
utilisation ol 68 5 per cent This return 
would he increased if Ihe utilisation 
exceeded this level More importantly, 
ihcse returns weie lo he guaranteed by the 
ccntial goverament it the state electricity 
boards werc unable to pay. 

High capital costs of private plants The 
capital costs of some projects (as per their 
PPAs) werc much higher than those known 
to be I curred both abroad and in India" 
where intemationai competitive bidding 
did not take place For example, the capital 
co.st ol Phase I of the Enron (Dabhol Power 
Company) LNG-based pluit was Rs 4.23 

a The National Working Croup on Power Sector 
hadinadciBiled.Seplcinber/October 1994study 
shown lhai Ihe lapiial costs ot both coinhincd- 
cyclc gas-iurbincand cool-based plants are lower 
with indigenous technology 


crore/MW" or $I,366/KW (•> Rs 2.942.6 
crore^’^ lor 695 MW). In comparison, in 
Ihe US. a basic .300 MW coal-based steam- 
eiectnc plant (about 30 per cent more 
expensive than an LNC-based** plant) 
required about! 1,100/KW in 1990 paces, 
which works out to abrnii Rs 3.4 crore/ 
MW @ Rs 3I/$.2» and NTPC's 645 MW 
gas-based Kawas project^ (commissioned 
m September i9*)3) at Rs 2 4 crore per 
MW ^^-^In addition, there werepaymenis 
in the deal ior equipment/consultancy/ 
rccurnng cxpcn.scs to affiliates ol the 
owner-firms All this led to entical com¬ 
ments and some re-negoliation. The Enron 
project (Phase I) co.st was reduced, as was 
IheCogentnx l.0(X)MWprojectcost(from 
Rs 4.387 crorc to Rs 3.950 trore) ’' How¬ 
ever, a pan of the reduction m costs is 
claimed by cnlics to he cosmetic lor 
in.stancc. the Enron-Ii9Ci tacility appears 
under operating rather than capital cost, 
and castoms duty reductions have been 
reflected as capital cost reduction 
In cases wlierc the paces of equipironl 
arc falling,'' adherence to the PPA prices 
would be uneconomical lot the powet 
purcha.ser (ihc SEB) 
lligh tantls III addition to the capital 
component, the vanabic costs chargeable 
dunng the life of the protects are expected 
to rise, allowing the escalation ot (he costs 
ot vanous components - fees (such as 
Management F'ec. Te.sling Fee. and Com¬ 
missioning Fee), insurance chuiges. ‘tax 
incremental charges', etc. to he passed on 

10 Ihc purchaser 

Uniavourable financing The rales of 
interest payable on dollar and nipec debt 
have been fi xed as on Ihc date of financial 
closure Up to this stage (that is. iinanctal 
closure and securement ol counter- 
guarantees), Ihe pcrcei ved lender rcsks and 
the corresponding rates of i nten-st are rela- 

11 vely high I lowc ver, as the project progres¬ 
ses, the nsk falls and the debt could hr rc- 
financed (that is. interest rates can be low- 
enxi through re-negotiation) Despite this, 
the utility is still bound by the fixed rates 

Further Problems 

Technical losses and improvement of 
Ihe Tand D system- Increasing the genr- 

a This included items such as ‘pie-opeialive’ 
expenses of R$.S47 26 cron; or Rs 0787 crore/ 
MW which inflated the capnol cost 
b A combined-cycleplwitinvolvingagas-tuibine 
dnven by natural gas would cost roughly about 
\ 600-70(ykW and a similar plant dnven by 
LNG-handling equipment Thus, a LNG-based 
combined-steam-electncpiani 
c This proiect was exculed on a turnkey basis by 
Alsthom of France 

d This has been expenenced m the international 
market 
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.oiion capacity is necessary but not suffi- 
cienltorsupplyingelectncity to consumers, 
the transmission and distribution system 
hj.stobeextendedand maintained toensurc 
the efficient evacuation of power from the 
generation sites Without impioved T and 
1) facilities, the technical inefficient les 
will tontinue 

A separate trading enterprise forT and D 
(toi example. GRlDt'O in Onssa) that 
needs to collect a certain ROI would entail 
much higher larill-rates which some 
consumers may be unable to heai 
Commercial losse.\ on the Tand I) system • 
The losses incurred along the distiibution 
system due to theft ol electricity have not 
been addressed by introducing more gene¬ 
rators into the system In fact, the SHBs' 

)inanctal position would worsen it elcctii- 
city purchased at higher prices (the costs- 
plus leturn toiniula) were not paid lor by 
the users 

I’n vati.sation of the Tand D s ysu m Pi i vale 
participation in the transmission and 
(listiibution ot the elci.iricily system has 
,iKo pa'sented problems The evaluation 
ol .osets III cases ol Iranslerlonew owners 
has to be caietullv worked out ' ’ Foi |oint- 
ventuie undeitakings between an SliB and 
a pnvate lirm/eonsortiaof Itinis. the SHB 
IS liable to lo.se control ’ ' In addition, the 
SbBs sometimes del me the requiiements 
tor tiansmissionsconli acts*' sue h that theie 
are very few c ompanics capable ot tullilling 
the critetia ns delined so that negotiation 
IS even more ditticuli 
Non-Mth.udi.sedele( trit ti\. TlKconsumers 
(niainlv domestic .ind agiieultural) 
I uiienlly piovick'delec tricity at .sub.sidt.sed 
lates would be unable to handle "user-cost 
lecovery". that is. to pay cost-retleclive 
taiilfs hirthcr, it only rhc.se consumers are 
left to the SHBs then linancial position 
would be lar worse than at piesent 
hielimports Inspitcof theavailabilitv ot 
indigenous sourc<-.s ot elcctncity (-liydto- 
powet. coal, biomass), toicign powei 
producers tend to opt tor impoilcd fuel 
The larger the number ol lorcign powei 
producers in the lield the gieatci will be 
the countiy'sdcpendence on imported tuel 
loi power generation, woisening its debt 
levels still further 

Rlcini iNsini TioNM Diviiopmims 

The pmblems experienced seem to have 
triggered di.scussions on the powei system 

.1 Fill example, the miniiiiuiii qiialityine cnieiia 
livied in the request lot qualilication tin the 
Mangalore Evacuatum Pinicit stated lh.ii ihc 
lead pn>iiiolcr'‘deni(instr.ile successful devckip- 
ineni in the past ol ERv systems loperating at 
not less than t8()kV)or iu>t less than ? (XM)ckin 
and at least 10 EHV suh-siations io|K't.iiing at 
l Ot less than 180 kV)" 


as a whole and have spurred on the 
restructuring and regulation process This 
IS being de.scribcd below 

Regulatory Conwiissions 

Hie Indian bleiiricity Act ol l‘JI 0 and 
the Hlccliicity (Supply) Act ol I 94 K wen 
amended in )■)<)() to enable Ihe .setting 
up ol .state .indis'iitial level electricity legu- 
latory eomiinssions ^' huch .state and union 
ten itoi y was to set up an independent State 
Elcctncity Regul.itot\{'«nnmission(SHRC) 
to deal with laiill lixation.lliai is. todelei- 
minc Ihe laiitl lot wiiolesale ot ictail sale 
olelc'ctnciiy.uidlottheu.scol tiaiiMiii.ssioii 
facilities St line st.Ues have cstablishetl 
then icgulaloivcominissions. whileotheis 
are m the piocess ol doing so 

At Ihe cvntie. .i t'cniial Eilectiicily 
Regulatory ('oniniisMon (t 'HRf' I has he en 
loimc'dlode,il wiiii .ill stale-let el appeals 
and inter-state Hows "'’F'loniApnl I. I'M't 
the reniial r-ktiiitily Aiilhorif Cl-Ai 
has entrusted the ( I KC' with the task ot 
regulating powei l.iiillsot ccntialgovein- 
nient powei iiiilitii-s.mlei .stategeneialing 
companies ami inter-state tiansmission 
lanlls‘^‘* An iiupoiiani ob|c*cli\e ti| Hie 
(T-.K(' IS to iinpiiive opeiations in ihc 
powei sccloi In nicasiiies such as in 
cicased ctlii u’lit V. big invesinients iii ilio 
T anti n systems, tmie-til -the-day pi it me 
and powei lltet litiin suiptus to dclicii 
legions biiitliL'i thecenlralgovemmeni 
or the I'HRt' i.iii eiani a iiansmissi.ui 
III cnee to anyoni iti eonstiuct. mjmt.un, 
and opeiale aiit iniei-st<ite tiansiniss.iiii 
.sy.sleni umlei llie ilneciitm ctniliol and 
supeivisitm .il tin* cenir.il naiismission 
iililily ■*’ 

Restrui'tiumii of the SHBs 

1 'lK'powt‘i nimistiy hasenciilalctUlel.nl 
ed guidelines tin powei secroi leltiriiis i > 
SHBs 1 he SI Bs are espet ted lt> “ui'- 
bundle' then .uiitities, iritiiKaiim 'li.‘m 
heiween geii.'iaiioii. (iansnii.ssit>n anti 
distnhution*' 'Iliepi'vesstil n*iormsshtiulil 
lake place m .i phased manner mdeiH'iident 
divisions shoultl In* t.rcMti*d and then 'i<ii- 
poratised' i be .imeiidmcni iti the I lectii 
city Acts aisii pttiviticd lot pi'v.ilt* mtt si 
ment m tian'^<iiission and the t'b.Ri' has 
sent guideimt sioilie SiiBsicgaidtng their 
granting luemes to pnvale sectoi undci 
takings itii III.* transmission ol power 

Regioiiti! f.Li till Its Boaids [RLH\) 

Regional l:tt*i tni ity Boat ds i R Hiis) has e 
been given im .November I'»'>(>) the 

a riiis II iltiii'c.ilioiili.Ls .iln'.idY bevn el leeleii i n tiic 

st.Hcol (iii's.i ttliilc in lisuyana iIh* H.irv.tii.i 

hKC has gt.iiileti a ticcfK'C to H.iry'.in.i Viclsnl 

h asaian Nigain loi ti aiisinission jwui ilisli il>ulion 


authority to decide on plant despatch, that 
IS to decide which plants should be 
opeiaied to meet demand and those that 
wtiuld hate Iti back dtiwn m case ol a tail 
m ilt*mund tm Ihe basts ol ili»‘ merit tiidcr 
tip.iaiitiii I lause lt> siiengthcii grid 
man iL't*mi*iii .md enloict* giul discipline, 
the Rl 15 ' li.i\i* been gi.init tl leg.tl status ^ 
ll'ivett'i tioiihts hate been evpiessed 
leg.iiilmg ilu* eltiLieiit \ ol , o oidmatioii 
between the Rl B*. ilieSl*U(’..tlie(T*.Rr 
.mtl llu ri*A 

/(ii(*;c« ftiiiils I'lntu ifiu’uni 

l-oieigii c*t|inlv paiticipjiion up to lilt) 
pet cent b.is been esieiidi d loi i*le' liit il\ 
giiisiaiion, tiansmi'sioii. .mtltlislnbuluin 
(esttpi Itii .iitinuc itatitiisi 

fntiil Maisiiri \ 

i'lie las lioliiliiy, *.'1 inlcil to the powei 
set lot li.is Iven eclcmlcil up it' tin* tear 

A/i*eii /Vui < / I'ohi \ 

lliis|ioli's lt)imiil.iit*tim< Kloher I'HIK 

b'l laiiri (iiiwii pit.jests .it siialegit 
liK.iiions isa)i|ilit ahli lothesonsiiiittMii 
.mil opei.iooii ol hvili.i I It I lilt pi'wei 
plants III ,11 le.isl *>( 11 ) MW and thtimal 
pl.mis I'l ,it 'i as| l.tHli) MW 

lilt pi>>|.*ttiiiiiiiiolei ..IK iii.til.iledlrotn 
the Lit k ot si. sill \t'oilbiiii‘ss ot the .SI'.Bs 
bevaiist* liii'tisMt s.m he sold siihei 
tin. I ily to .1 I lic.iei ol l.iigt sonsiimeis 
o.loilit*I’o'ttI li.idm>’t'i>iptii.ilion(l’'l'(') 
itliislii.iiiwiilnit.tw luntls horn till* sl.iie s 
teiili.ii .h.iit I Cl !i>i il I'l.iii Alloc.ilioii ■•It I 
<1 tin 'si I 5 ik*t.ititlsi>niispaviiit*nls iiu*ie 
V'il il .••Is* Pt in Ills (,ii iiiese mega potsft 
pioieits t iistoms duly *111 lilt il'l|)oli ol 
laf'U.u I t)tii|i<iienl ii.is III I'll w.iitetl and 
some ..lies lax/ociioi soiis'*ssi,)iis liave 
beet' pros nil 0 *' 

l!i>W'*\ti tin ’.*.nlionii'tbemega fHilicy 
has iii'i him seiv l.i.ouiable Kepre 
.. HMI1V.S ol SI Hsoppose the ideaol the 
live.. pi*i|i*tis litp.i'.mg the .M.R- .md 
all'.tt imy laoiei usiomeis IPPs Icel that 
tins point will He a limiliaiicc* to smallei 
pioieciand would pielei that the con- 
sc'si'in.s esuiuleil to mega piojecls In* 
fxlendetl to ,ill IPPs 

Vm hiuimiiil Aitiingi incnts 

‘\JiJilionnl instiiiiliiiin 1 01 the puiposetil 
tm.iiicing the powei seiloi new aiiaiige 
meiits have* heen ni.ule in n'leiii limes 
These include selling up ol the Inlia- 
siiuctuieDctelopmcnt I maiuct omp.inv. 
hiii.idenmgtlie sto|i.‘ol the publu seitoi 
Potvei i-inance ('oipotalion iPI('). 
allowing an .iclitc ii'lc loi the *’l( m 
neci ilial mg loans I lom 1 iilci n.ii it in.il hanks 
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and foreign capital markets, constitution 
of a Power Devclopmenf Fund by the power 
ministry for speedy implementation and 
execution of power projects as also to 
finance feasibility studies for setting up 
power plants, mooting a Power Trading 
Companv (PTC) to purchase power from 
power-surplus regions and sell it to powei- 
dclicient legions, launching of ‘Iiilra- 
struclure Bonds’ to channel household 
savings lothc powei sector, and involving 
provident funds as a potentially iniportant 
source of funding 

Sourt esoffinaiH ntill limited Aci ordiiig 
to the Asian Ilcvelopmcni Bank, in 
November l'f% Asiarequiicd$l(K)hillioii 
a yeai in capital lo develop new powei 
generation plants, of which only 5-10 pei 
cent could be met by de vclopinent banks '' 
Hence, internal generation ot funds is still 
required 

('ONC I 1 SKINS 

IPPi Have Not Yet MmU Miijur 
Contributions 

Quite Lontiaiv lotiK confident expecta¬ 
tions m l‘)‘)l-42, the piivale sectoi hiis 
hardly contributed thus lai to bridging the 
powerdemand supply gap QnlyalewIPPs 
liave actually eoinmenced generation, 
perhaps due to the problems evpeiienced 
I lowe vcr. 1 1 all the pro|ei ts iindei c onsidet 
ationdocomeon stream, ilie shaieot pri\ ate 
pmducers will inciease subst.iniially 

Publu Set tor l'mU'itiikin}’\ Retain 
Their linpoitanie 

Public sectoi undeitakings have con¬ 
tinued to remain the main players in the 
field, particularly as they have been con- 
stiucting generating plants on. and even 
ahe<uJol. schcxlule Foi example. Karnataka 
Power f'oipotation's Kaichur TP.S I hut' 
V and VI and National Thermal Power 
Corporation's Kayatnkulam TP.S arc being 
completed ahead ot schedule 

Euessive hmis on Siipply Rather 
Than lievelopment anil Efficiemv 

The growth-oiK'nted supply-side con¬ 
sumption diri'c led paradigm seemsto have 
dominated the decision-making in the 
energy- sector, to the esc lusion ot end-use 
ctricicncies 

A developmcnt-l ocused end-use oriented 
service-directed pai.idigni, promo>ed 
among oih<’rs by the Intel national Imeigy 
Initiativc.^^ shifts the emphasis from 
ineieasedconsumption to increased energy 
services It exploies the possibility of 
lowering the investment requited - either 
by dccrea.sing the energy-inicns(|y t energy 
required per unit of GDP) and/or by 


decrea.singtheunitcost of installed capacity 
(say, Rs crore/MW). 

The former can be lowcied through 
impioved efficiency in electricity use (i c, 
demand-side measures),'^ while the latter 
by reducing the electncity costs per unit 
(less expensive generation options, 
reducing T and D tosses and/oi generation 
at the consumption sites through non- 
eonveniional decentralcsed technologies) 
Apait fiom the improvement of end-use 
efficiencies, the efficteni production and 
iiansmission ot conventional energy and 
the harnessing ot non-eonventional 
decent!.disc'd sources of energy could be 
cjuicker and could reduce the financial 
lequirements ot the power sector One 
must eiuleasour to amve at a mix ot 
technologies - centiaiiscd gencialion. de 
eenftalised generation, and efficiency 
impiovetiieiii,tobndgeihcdemand supply 
gap at the lowest possible cost 

Effii leiK \ and Co.vrv of Supply 

It thecostof supplyingelectncity ihtoiigh 
pn vale pi ocluc ci s was expecled to be lowei 
ihan th.li of state-tun plants (due lo higher 
ef III lencs. etc) this eost-icxluction has not 
occuiied 

The proposed cicxtncity tariffs (including 
I uel esc alation. etc i at pn vate plants appear 
to be highei than those of similar plants 
at slate undeitakingsdoi example.eleclii- 
city (torn coal-based thermal plants) 
Hence, even if these plants are techiiieally 
more efficient, this benefit may not reach 
(he consumer 

Swteni h)\sr\ 

Adding the costs of transmission and 
distribution (including system improve¬ 
ment and maiiiienancc) to the generation 
costs at piivate plants would tesuK in even 
highei laiills Furthei. if system impiove- 
ments weic not biought about, the technical 
li isses current ly suffered by the SF-Bs would 
hamper pnvate distributors too 

Thus It would be useful to conccntraie 
on impiovmg the efficiency and iheieby 
the financial position of slate undertakings 

It isnot cleat whether or not ‘commcicial 
losses' orthetl can be reduced by ptivale 
supplieis, obviously if these losses were 
avoidet’ tln’iropcrational efficiency would 
be higher than that of the .SEBs However, 
there i.s no reason toconclude that in dealing 
v'lth as many dispersed connections as the 
SEBs, private suppliers will be more .suc¬ 
cessful atcliminatingtheft Furtlicr. it docs 
not seem likely that restructuring of the 
SEBs, th.u IS, assigning the activities of 
generation, transmission and di.stribution 
to separate oigani.sations can improve this 
situaiion. except (hat the brunt of such 


losses would be borne by the distributor 
alone 

Surplus Energy/Capacity 

In some regions ot the country, with the 
completion of protects under construction, 
theie hascome to N.' (excTpl pcrhapsdunng 
pcriixls of peak demand) an excess of 
electricity availability over that reuuircd 
by cu.stomers at the tariff payable This 
surplus may not have occurred i f electricity 
connections were extended to all homes, 
and if I ural areas were supplied throughout 
the day However, with the.se consumers 
unlikely to be paying the FPA tanlls for 
electncily, commissioning of new pnvate 
power plants could lead to a surplus 

1'he electncity surplus is also due to the 
pie.seiit industrial recession, coupled with 
the shift of several indasinal units tocaptivc 
generation bee.'iusc ot their earliei cxpcii- 
ence ot madequau7unieliable grid supply 
Howevei, an upswing in the industrial 
cycle could expand the electncity requiic- 
iiient. so that the cuiient surplus position 
m.iy not be sustained 

lh \ elopinentNeed\ Ma\ He I 'ndcrnnmd 

.Sonieciisiomeis - lowei income house¬ 
holds and small f.irnis - may bt' iiiiahle 
to altord electricity at its marginal cost 
Thus tai. electricity has been subsidisc'd 
by the stale lor such consiimeis However, 
It sc'c'ins likely that piolit-maxiinising 
pnvate power pniducers/disiributors will 
jettison public benefits and economically 
weak consuineis (connc'cted and ycl-to 
be-connected) Coirespondinglv. the SFiBs’ 
linancial positum would woisen lurthei if 
I hey lost only I hei r highei-pay ing (I iidusin al 
aiul commercial sector) conscmeis to 
pnvate jiowei suppliers 

Piindainental Problem of Pri ’ate 
Power Projeits 

The impoitance of (he state m the power 
generation sector has not lessened in spite 
of the entry ot the pnvate sector In tact, 
(he delays in the projects of the PPs reveal 
that the IPPs need the intervention of the 
state I n innumerable ways even i hough the 
constant demand is tor the .state lo vacate 
the power sector and leave it to the market 
This contradiction is pnmarily because* ol 
the intrinsic long gestation and payback 
and low interest rate ol these projects 
Commercial ventures are a.s.socialcd with 
a much .shorter payback period and a much 
higher interest rate which justify the risks 
involved 

Publu Debate and Informed Discussion 

Thanks to controversial power projects 
there ha.s been public debate and informed 
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discussion However, there should be 
greater transparency in decision-making, 
greater public participation (particularly 
tiom civil society) and greater spread of 
information 

Annexure 1: Arrangements for Fuel 
Linkages 

Independent power producers have to 
speedy fuel-linkages, because these often 
involve imported fuel. Currently, fuel 
linkage agreements have to be made on 
the basis of the Techno-Economic 
Clearance The latter is not awarded till 
the envimnmonlal clearantc is obtained, 
which in turn is dependent on the type ot 
fuel to he used Further, certain payments 
have to be made to compensate lor the 
import facilities 

Co.cM The charges lor fuel-linkages 
included commitment charges ol Rs 16 
l.ikh pei MW. impoit-handling charge ot 
\ .Spci cento! the cd value ol the quantity 
ol fuel imported, .service charges ol 4 per 
c I'til ot landed costs ot fuels tor pnividing 
^1 orage and handling sei vices at port/inland 
ti'iiiiinals and t.ir incurring stock-lo.ss, 
inwntory-carrying costs, etc, liquidated 
d.images up to 5 per cent ol the fuel cost 
111 he received from the oil companies on 
ihi' sliortlall quantity ol fuel .supplied, and 
giMiantee charge ot k per cent premium 
m view ot accepting liquidaicd/consc- 
quential damages 

Later, in .Scplembct 1997. ail these 
charges weie reduced 'ITic commitment 
ctiarges weie tcduced In Rs 9 lakh per 
MW Ol this. Rs S lakh would be payable 
h\ demand diatis in iwoequal instalments, 
while the rest would be secured with 
irievocahle lenewable hank guarantees, 
the payment ol Rs 5 lakh would be rc- 
iumlcd with IK pet cent intere.st over a 
peiiod ol 10 years through tebalus on 
fuel purchase Correspondingly, the 
other chaiges wci-. leduced; the inipoit- 
hundiing chatge was i educed to I S per 
cent ot the eif value, the service charges 
were reduced to 1 75 percent tor naphtha- 
based and 3 5 per cent lor tucl-oil-hascxi 
plants, and the guarantee charge lowered 
to 5 per cent. The liquidated damages 
payable by the oil companies wcic im- 
pinvcd to as much as 17 pei cent ol the 
protect cost. 

In >pcciric ca.scs, agreements had to he 
leached between several parties For 
instance, in theca.scof the 1,000MWcoal- 
tited plant of Ilinduia National Power 
( oiporalion, the promoters arc insisting 
on guaranteed tow-ash coal supply at the 
site, this required agreements bet ween them 
and both Coal India and the railways 
ministry. 


Fuel-specific details include' 

(1) Liquid -fueli The Liquid-fuel policy 
had permitted IPPs to u.sr heavy petroleum 
stock (UPS), low sulphur heavy stuck 
(LSHS). heavy furnace oil (HFO), 'and 
natural ga.s as primary fuels for power 
projects, but dcsaliowcd high speed dte.sel 
(HSD) 

(2) Naphtha la) In August 1996. the 
commciie ministty refused licences lot 
the import ol ii.iphthj for power plants 

(b) Later guidelines (completed in 
December 1996) on the basisot which fuel 
linkages came to he awarded weie drawn 
up Here, the relevant statc'spcakingpower 
shortage was taken as the chief criterion 
for allowing the use of naphtha 

(3) IJtIG (a) In 1996. the petioleum 
ministry directed that a new undertaking 
- the LNCi ('oipoiation ol India — be 
formed to set up tacihties for the import 
ot LNG Meanwhile Enron signed a letter 
of intent ioi u paitneiship with GAII- to 
supply LNG annually to its own Dahhol 
plant and to Gii|aiat 

(b) 1J4G has the advantage ot being a 
‘clean’ luel.hutiistran.sportationco.stsare 
considerable 

(c) With the global slow-down in the 
demand loi LN(i. most major producers 
have been despcmtelv searching lor new 
ciislomcis and ciilics™ of the LNG-based 
powci policy teel that India has needlessly 
succumbed to internalional pressure 
without scruiinisingthcleasibilily of option 
lor such an LN(i based programme 

(d) As a wide lange ot pnees prevail in 
the woi Id market. the eventual deal depends 
on the baigaiiiiiig power ot the buyer 

(4) Fetto-t oki I here has been indecision 
regaiding this type of fuel. (The 5(K) MW 
Reliance pioieii has been delayed and 
IOC has decided to shift to a cititercnl 
fuel) 

(5) Coal t'oal India has been made to 
supply the iec|iiiied grade ot coal to fa.st- 
irack powci projects'^dhcHinduja’s 1,040 
MW Vishakapainam plant and the Nippon- 
Denro-hDf-('>r piomoted Bhadravatt 
plant), aithouch the price has not been 
specified ■' 

There have been contentious conditions in 
the Fuel .Supply Agreement (FS A) oM 997 
(ai The developei is required to bear the 
risks ol (uel supply, but the developers 
insist (hat these iisks .should be borne by 
the fuel •■uppliei and transporter 
(b) The dc\eloper is required to enter into 
tripartite agiccmenls with the fuel supplier 

a 1 he I ost ot selling up washenes can he passed 
on lo the pimer generators, hut these could in 
lum pass the pnee escalation to (he elecuicily 
purchasers 


and transporter, particularly when they axp, 
monopoly companies, the railway autho/ 
riiics do not wi.sh to undertake the risks 
and pay demurrage in ca.ses ot defaults, 

(c) Fuel suppliers should be allowed to sell 
fuel loa (bird party il an IPFfails to honour 
Its fuel offtake commitments, in such a 
ca.se. the powei company will have to pay 
apenalty lot therlifteience, if any. between 
the contract price and the actual pt ice paid 
This IS unacceptable lo the IPPs. but 
goveinmeni of lie lals contend that if a power 
generutoi can demand compensation in 
lieu ot the shortages in supply, the fuel 
supplici should he compensated tor any 
shortage in fuel oiltake 

Annexure 2: Current Financial 
Requirements 

According to current (I99K) guide¬ 
lines the following c nieria musl be met 
when private powerpronioters obtain funds 
foi a piojcct 

ta) the piomotei’s shate in a private 
seuor powei pro|eci must he at least 11 
pci cent ol the total outlay. 

(hi the company is allowed a debt equity 
ratio ol 4 I, 

(c) up lo 40 per cent ol the total outlay 
can he laised horn Indian financial 
institutions diid banks and 

(d) no single F'l/bank can lend mote than 
25 percent ot its net worth to an individual 
company oi pio|cci, and not more than 15 
pet cent ot its total outstanding kian and 
guaianicc portfolio lo a single industry 
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Second Annual Conference on Money and Finance in 
the Indian Economy 
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Address tor Correspondence: 
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Valuation of Renewable Natural Resources 

User Perspective 

V Ratna Reddy 

This article brings together the findings oj five case studies conducted in diverse natural conditions to 
assess (a) whether access to markets would result in degradation of natural resources; (h) whether access 
to natural resources would result in intensive use leading to degradation; (c) whether there is a link between 
poverty and resource degradation: and (d) whether local institutions and private property rights help common 
pool resource management. 


I 

Introduction 

USERS of natural resources in rural areas 
value resources dil Icrcntly due to complex 
socio-economtc, demographic, environ¬ 
mental and- cultural attnbutes ot the 
households While (he importance of these 
aspects IS well recognised in analysing 
livelihood strategies and sustainability, the 
rationality behind household strategics/ 
dccision-making pioccsscs from users' 
perspective has not received due attention, 
especially in the context of environmental 
degradation and natural resource valuation. 
As a rc.suh, resource degradation in rural 
aieas of the developing world is often 
cironeously linked with population explo¬ 
sion and poverty [Vyas 1991; Leach and 
Meams 1991; Titfen et al 1994; Reddy 
1995] Moreover, users’ perceptions also 
depend on (he existing institutional .set¬ 
up and property nghis regimes in rural 
areas llicrcfore, understanding users’ 
rationality inresourcc valuation, economic 
as well as non-cconomic, is crucial for 
policy on environment and .sustainable 
agricultural development. 

The literature on issues of relationships 
between poverty and resource degradation 
on the one hand, and property rights and 
institutions in natural resource manage¬ 
ment on the other, shows divergent views. 
It is often argued that the poor degrade 
the environment more due to their greater 
reliance on the natural system and also due 
to the high discount rates of future returns 
consequent upon the ahsenceof alternative 
i ncome sources. Howev er, many observers 
challenge the argument of a high discount 
rate by the poor. Since the poor depend 
heavily on a limited natural resource base 
they have a greater motivation to conserve 
It. R IS further argued that a number of 
factors like the existing institutional 
structures, awareness and attitudes of the 
people towards natural resources and 
environment influence the discounting of 
the future significantly. It is also not clear 
wliether this is true of both private and 
common resources or 1 imited to commons 
only. On the other hand, re.souice 


degradation can be an optimal response 
to economic and environmental circum¬ 
stances under a much wider range of 
pmpertynght.siegimcsthan conventionally 
accepted ones, i e, private and common 
property nglits [ 1 arson and Bromley 1990). 
Here optimal response is from the 
individuals' (user) point ot view rather 
than the community’s. Individual 
rationality may have negkive .social et fects 
manifested in ecological degradation 
(Mamdani I992| while protecting the 
resources in scarcity conditions is an 
optimal solution from individual as well 
as comniunily point of view. The debate 
IS, thercfoie. mainly centred on the 
supenorily ol eithcrmarket onnstitutional 
approaches' in explaining resource 
degradation ’ 

The validity of these arguments needs 
to be vciilied in diverse agro-climatic 
(environmental), socio-cultunil, political 
and economic conditions. There arc enor¬ 
mous diversities in valuation of rescnirces 
and benefits by the users, and the missing 
/ distorted markets po.se further problems 
in some instances This requires a ‘bottom 
up’ appioas h In the Indian context there 
have bran noattempts to study the valuation 
of icsouries and benefits from the users’ 
perspective The studies on valuation that 
arc available have analysed the allocation 
and innovation decisions of farmers to 
pncRs or the price responsiveness at macro 
as well as micro level. It Is, howevra, clear 
now (hat the responsiveness is not uniform 
across space. Market distortions, missing 
markets oi tenure over resources, socio¬ 
cultural aspects, initial endowments, etc, 
are crucial in determining valuation by 
users Hence, a study of this naturedemands 
an integrated approach of economic and 
non-cconomic aspects rather than 
following just on of them. 

The pre.sent .study on user valuation of 
renewable natural resources which draws 
from case studies^ lociUed in five diver.se 
environments of India, is an attempt to 
badge this knowledge gap and help devise 
appropnate policies. This paper bangs 
together the results of the five case studies 
in an attempt to provide a general per¬ 


spective of the issues at hand. This is 
earned out in terms of the methodology ^ 
adopted in the studies and the results ' 
obtained therein. The broad objectives of " 
this paper arc (i) to provide insights into ; 
(he methods of data generation on 
economic and non-cconomic valuation of ; 
resources and benefits by the useni and (U) ^ 
to highlight the diversity in farmers’ i 
production conditions, strategies and ' 
valuation of resources, i e. inter- and intn- \ 
village vanations in access, use and 
valuation It is implicit to this objective 
to understand (he linkages between the 
economic status of the households, their 
resource use and valuation on the one 
hand, and the socio-cultural attabutes of 
the region or village on the other Based 
on the existing literature we have, 
foi mutated some hypothc.ses for testing in • 
the context of the case study regions Th^' 
hypothesc.s^ are- 

HI; Access to markets wcniid result in , 
degradation of natural resources 
H2: Access to resources such as water,, 
capital, etc, would result in intensive 
u.se of natural resources leading to 
degradation. 

H.1: The link between poverty and resource’ 
degradation is weak. 

H4; Local institutions and clearly andL 
equitably defined property rights are\ < 
vital for sustainable common pool 
resource (CPR) management. 

This paper is organised in the following 
manner. Section K discusses the approach 
and methodology adopted by the case 
studies Section III synthesises (he results^' 
ot the ca.se studies and draws .some insists ; 
on valuation of renewable natural: f 
resourccsfmmtheuscrs’persprative.And ! 
the la.st section provides some pointers •' 
for policy. 

II 

Approach and Methodology j 

The selection of the sites, at the firsl( 
instance, offers diversity in ecological 
conditions. Differences in community, 
class, gender, etc, are the other levels ol ; 
diversity m each case study. Diversities in 
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each case study feed into a comparative 
analysisacross the case studies. Thedetails 
of the case study site.s, selection criteria, 
etc, are presented in Table 1. For the 
purpose of consistency common defini¬ 
tions for users and renewable natural 
resources are adopted by all the case studies. 
Users are defined as all the households in 
avillage who are using the natural resources 
in one way or the other. Users can be 
landed or landless households and culti¬ 
vating or non-cultivating hou.schnlds ot 
the villages. Renewable natural resources 
ate defined from the point of agncultural 
sector. Hey include land (soil), water, 
trees, pastures, forests and other common 
pool resources These resources could be 
owned privately or by state or community 
or jointly. 

Details of research design for the case 
studies arc presenteil in Tabic 2 Two 
villages were selected I rom each case study 
region, i e, 10 villages in all. These two 
villages were differentiated in terms ol 
some important attnbutes that reflect the 
general conditions of the region De¬ 
pending on the specificity of the region 
and the selected villages, a number of 
resources was identified for the purpose 
of detailed study of their use and valuation 
From each selected vill^e, data wcie 
generated at three levels ^ 

The five case studies, situated in diverse 
environments and facing varying agro- 
economic and resource conditions, provide 
rich material and insights regarding the 
methodology adopted as well as the 
household's valuation ol resources 
Although the case studies have adopted 
a unifoim methodology of integrating 
qualitative methods with quantitative 
methods, they differ significantly in their 
approaches to the issues at hand While 
ail the case studies have used some of the 
rigorous quantitative estimates, some of 
them relied less on qualitative information 
Hence, the balance between the two 
methods is not the same in all the case 
studies. This section draws from the case 
study results and synthesises them in an 
attempt to provide an overview of the 
studies in a general frame. This is necessary 
given the varied conditions in the ca.se 
study regions. 

Participatory Rural Appraisal 

All the case studies have adhered to the 
approach that participatory rural appraisal 
(PRA) and conventional survey methods 
should be tieated as lomplemcnts ridher 
than substitutes in the sense that PRA is 
equated with qualitative information 
However, some of the case studies have 
taken a step forward in testing the suitability 
of mA in thecor'extof resource valuation. 
The purpose was to examine whether PRA 


or some of its tools can replace survey 
methods. It has been noted in the context 
of humid zones that fieldexpenenceshave 
confirmed the initial fears regarding the 
limited applicability of PRA in providing 
qualitative as well as quantitative in¬ 
formation. Further, it was pointed out that 
PRA “would probably be a useful tool lor 
approaching a new area, for a quick 
appraisal, which would stimulate the 
people, but would have tobe supplemented 
at some stage with a much more ngorous 
eftort. It I.S doubtful as to how far it would 
be useful in order to get a detailed and 
especially quantitative information" 
ICASAD 1997]. 

While the experience vindicates the 
argument that PRA in general is not a 
substitute for conventional methods of 
data generation and analysis, some of the 
PRA tools could be useful in certain 
contexts This aspect has been examined 
in the context of and zone. Here, one of 
the important PRA tools, 'wealth ranking’, 
was compared with income analysis 


followed in the standard survey methods 
in order to examine the differences or 
similarities between them. It was observed 
that wealth ranking may provide dif¬ 
ferential and perhaps better results when 
compared to the standard farm sizewise 
analysis in the context of rural communities 
where non-agricultural incomes have a 
major share in the total household income 
[for details see Reddy 1999b]. 

Contingent Valuation Method 

In general the adoption of CVM is 
satisfactory in all the case studies. How¬ 
ever, .some of the case studies have fw:ed 
problems in canvassing the CVM question¬ 
naire due to specific local conditions. Can- 
vaii.sing of CVM que.stionnaiie takes a lot 
of efforts in order to avoid non-responses 
andotherbia.ses. However, serious problems 
arc pointed out in the ca.se of only one study 
[CASAD 1997] These problems are: a) 
neglect of gender differences in the 
household preferences, and b) non¬ 
response from the households. 


Tabu I Dftails of tiis CAsr Study Sites 


Case 

Location/State 

Seledion 

Topography 

Average 

Sludy/Rcgion 

(Distncts) 

Criteria 


Rainfall (mm) 

And /one 

Rajasthan 

Agroclimatic 

Plain/mouniainous 

400 


(Sikar) 

conditions 

with sandy loam soils 


.Scmi-arid 

Rajasthan 

Agroclimatic 

Plains between Aravali 

500 

7ono 

(Pail and Ajmer) 

conditions 

ranges with semi-and 
fertile soils 


Humid zone 

Maharashtra 

Agroclimatic 

Uneven, hilly and high 

3.000 


(Rainagin 
and Roigad) 

conditions 

roinlall region 


Market 

Himachal Pradesh 

Commercial 

Sub-humid, sub-iropical 

1.400 

onented 

(Solan) 

agricultural 

midhill zone with fertile 


zone 



soils 


High input 

Haryana 

Input 

Plains with fertile soils 

800 


(Kurukshetra and 

intensive 

agncullure 




Table 2 Sampu Select kin Ckiiekia for Case Studies 


Case Study 

No of 

Cntena for 

Resources 

Samole Sik 

Villages 

Selection 

Considered 

liSJSl RAM2 CVM3 


Selected 



(Per Cent) 

And zone 

Two 

Access to water 

Land water, 
trees and CPRs 

Census 25 

Census 

Semi-ond zone 

Two 

Access to market 

Water, Fuel 
and fodder 

100 25 

100 

Humid zone* 

Two 

Access to market 

Water, fuel 

99 25 

99 



and ethnicity 

and fodder 

124 25 

124 

Market 

Two 

Access to natural 

Water, fodder. 

Census 25 

Census 

oriented 


resources 

fuel, and slaking 



zone 



matenol 



High input 

Two 

Access 10 ground¬ 

Water, fodder 

100 25 

100 

intensive zone 


water and farming 
systems 





Nous. I Main sample IS srlecied for the general socio-economic survey which It census in case of 
small villages or a sample size of not less than 100 households in the case of large villages 

2 Resource accounUng method for which a sample of 2S percent of the mam survey is tdeen 

3 Contingeni valuation method for which the sample it the same household selected for the 
main survey. 

4 Sample sizes differ between the villages and hence are given tepanlely 
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The problem teganling gender differ* 
ences i$ mote a practical problem than a 
conceptual problem (as can be seen from 
the case study). It is true that in a majority 
of situations, women and children bear 
the burden of fetching water, fodder, 
fuelwood, etc. Therefore, it is natural that 
women put mote value on these resources 
than men who do not share the drudgery.^ 
This IS more so when women are not 
part of the household budget decisions 
and do not have any say in money 
matters Often, women respond to the 
questions relating to water, but arc 
reluctant to answer when it comes to the 
WTP questions. They simply suggest that 
such questions are for the head of the 
household, invariably a male, to answer. 
Fins problem could be resolved through 
pursuance and adding one more 
hypothetical question about what it 
women had the financial power to 
allocate money fur water and other 
rcsoua'es But, this would further weaken 
the validity of the WTP estimates in two 
ways. One, it aggravates the hypothetical 
bias associated with WTP measures by 
adding one more hypothetical question. 
And two, in the absence of financial 
powers, women’s w’illingness to pay 
may not match the household's ability to 
pay [Cleaver and Lomas 19961. In this 
context. It was observed in the semi-arid 
/one that in conditions of backward 
agriculture it is difficult to bring out 
gender difference^' in valuation This is 
mainly due to non-comprehension of 
monetory values by women and hence 
C VM needs to be modified in accordance 
with local specifications [ETS 1997] 
The non-respun.se problem is attributed 
to the re.spundcnts’ lack of familiarity 
with resources and alternative livelihood 
opponunitics. It is interesting to note that 
re.spondents arenot familiar with imgation 
benefits while they are aware of watershed 
technology in the same case study (humid 
zone). Lack of familiarity with the costs 
and benefits from irrigation is due to lack 
of experience with imgation in these 
villages, apart from the villages being 
remote and tribal. On the other hand, the 
familiarity with watershed technology is 
due to the ongoing watershed development 
programme in the villages and prompted 
more interest among the respondents. 
Another reason observed fornon*response 
is lack of trust among villagers on 
government initiatives, especially in the 
case of irrigation, which is a rational 
outcome of their past experiences. In the 
context of semi-arid zone also it was 
pointed out that due to the poor faith 
expressed by the respondents in govern¬ 
ment delivery systems, they had to 
specify an autonomous or non-govem- 


mental organisation as the provider of 
the service fETS 1997], This problem 
was not serious in the context of other 
case studies as they are dealing mostly 
with private imgation, i e, groundwater. 
The problem of trust, however, is well 
documented in the literature on state- 
run irrigation systems [Wade 1988; Reddy 
1996]. 

Despite these problems, the authors 
of the case study (humid zone) expressed 
full satisfacticn with CVM, especially 
in context-specific situations. In their 
words ‘The use of contingent valuation 
method, has enabled us to get deeper 
insights into the nature of valuation... 
The ongoing watershed development 
programmes in both the villages 
provided the backdrop for the CVM. 
The responses of the people also showed 
that they were actually responding in the 
context of a watcished programme. The 
people were al.so vety clear and emphatic 
in their responses and they are generally 
willing to pay on certain conditions and 
mainly conditional tothe actual reali.sation 
of facilities We observed throughout the 
survey that people were active 
participants The responses were parti¬ 
cipatory as well as accompanied with 
a commitment, though conditional” 
(CASAD 1997], In a similar vein the 
authors of the semi-and zone case study 
pointed out that the structural flexibility 
of CVM has to be fully exploited so that 
Its efficient application is ensured in the 


context of developing economies. When 
adapted to local conditions even open- 
ended questions did not lead to non¬ 
responses. according to the authors, in this 
particular case study. Further, they 
observed that “a precondition necessary 
for conducting a CV survey for eliciting 
realistic values, is a comprehensive 
understanding of livelihood strategies. 
The values elicited arc a reflection of 
the livelihood .strategies and pattern of 
resource dependence of the people" {ETS 
I997|. 

Besides, the reliability and efficiency 
of CVM estimates also depend on the 
approach of the researcher. Making the 
questions context-specific largely 
depends on the researchers’ ability in 
explaining to the respondent the nature 
and purpose of the suivey. The context 
and the manner in which questions are 
put influences the reliability of the 
responses. Therefore, training field 
researchers and pretesting CVM 
questionnaires is a must for satisfactory 
estimates from CVM. 

Ill 

Results of Case Studies 

In order to synthesise the results from 
the case studies it would be useful to 
formulate Some important issues that flow 
from the findingsof the case studie.s. These 
issues include (a) valuation of natural 
resources across space and across 
hoascholds, (b) link between poverty and 
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Tasle 4. Valuation of Resources across Income Groups 
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L HHHL 
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NoUt As in Table 3 

C'C Capital Costs, WC Woficing Costs i 

Number of letters indicate number of cojie studies considering a particular resource Only four 
case studies have examined the variations across income groups 
The basic information is presented in Table A2 in Appendix 
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LOCAL SELF GOVERNANCE 


CONTRIBUTE 
TO BUILD A 
BETTER SOCIETY! 

PRIA and the Network 
of Regional Support 
Organisations 
(Unnati, Sahbhagi 
Shikshan Kendra, 
Samarthan. Sahayi, 
CENCORED and 
Centre for Youth and 
Social Development) 
are scaling up their 
programmes in India. 

PRIA is an 
International Centre 
for Learning and 
Promotion of 
Participation 
and Democratic 
Governance. 
A premier non¬ 
governmental 
organisation, with 
nearly 20 years of 
experience, PRIA and 
its partners undertake 
capacity building, 
knowledge building 
and policy advocacy 
in support of their 
Mission of grassroots 
empowerment. 


Building on the wori( over past five years, the programmes are 
expanding to include further streng^ning of Panchayafi Raj 
bodies and new initiatives to strengthen Municipalities and 
Nagarpalikas. 


PARTICIPATION IN DEVELOPMENT 


Effecbve and sustained participabon of primary stakeholders in 
large scale development projects and development policy-making 
is being attempted Participatory processes in planning, 
implementation, monitonng and evaluation are being applied. 


CIVIL SOCIETY DEVELOPMENT 


Strengthening citizens' voices and organisations is fundamental 
to transparent, accountabie and participatory systems and 
processes of governance 

Promobng citizen awareness and advocacy and strengthening 
civil society are key areas of engagement. 


ENVIRONMENTALLY SUSTAINABLE 
INDUSTRIAL DEVELOPMENT 


Building on past 15 years' work on environment and 
occupational health, the next phase of interventions aim to 
promote greater engagement of communities and workers 
together with industnes to assure environmentally sustainable 
development 


INFORMATION RESOURCE 


Modem electronic and physical library, website and internet 
operations, desk top publishing, documentation and 
dissemination are growth areas in future Services in this area to 
partners in development are being further strengthened 

The applicants should have a professional post-graduate degree 
in development studies, social sciences, social work, 
engineering, management, HRD, computer sciences, financial 
management, planning, library sciences, journalism, etc 
Programme personnel are being sought at both senior (10-15 
years experience) and middle levels (3-5 years expenencesi 
Positions are likely at Ahmedabad, Jaipur, Jodhpur, Shimla, 
Rohtak, Rewa, Hyderabad, Tnvandrum, Kannur, Madurai, Delhi, 
Calcutta. Bhopal, Gwalior, Raipur, Jhansi, Ghazipur, Lucknow, 
Almora, Bhubaneshwar, Berhampur, Ranchi, Patna & Dumka. 
Compensation will be commensurate with qualificabons and 
experience and vary with location in the range of Rs 1 -3 lakhs 
per annum 

Please send your resume (within 15 days) alongwith a posW 
order or draft of Rs. 100 (processing fee) to; 

IHEEXECUfNEDnCIDR 

Society for RwUdpatsry Reseaicb la Asia 

42, Tughlakabad Institutional Area, New Delhi 110 062 
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resource uie and valuabon. (c) roie of 
ptopeny rights and insUtutioiis in the 
management of CPRs. and (d) gender and 
resource use. These issues are fotmulated 
into hypotheses (Section 1), which are 
tested in this section 

iMer- and Intra-Regional Variations 

Broadly, the case studies can be grouped 
intotwocategones, ie. regions with access 
to maricets and regions with access to 
resources. Access to mariiet is defined in 
terms of distance between the village and 
the market-place and transportation 
facilities between the two. Access to 
resources isdefined in terms of availability 
of natural resources sue h as water, common 
grazing lands, forests, etc. Two villages 
'arc selected for each case study - one with 
access and one without access to resources 
or maikets. It may he noted at the outset 
that all the resources are not considered 
hy all the case studic.s. And, one of the 
ciLse studies (semi-and /one) has not carried 
out the intra-household analyses. 

Valuation of lesouices is summarised 
across regions and hou.scholds. Tables 3 
anu 4 provide infoimation regarding 
relative valuation across locations and 
households (base tables are presented in 
the Appendix) Households with access to 
markets seem to place higher value on 
tcsoutces, which is against our tormulatcd 
hypothesis (HI) This could be due to two 
leasnns (I) Market vicinity makes people 
realise the actual value of the resource 
Hus IS true even when there is no market 
iorapatticulai resource inquestion. Maritet 
interactions in general help people 
understand the demand-supply mecha¬ 
nisms. (2) Availability ol market facilities 
also increo-scs the income level, ceteris 
panhus, and hence the high value placed 
on resources consequent to the positive 
link between income and willingnc.ss to 
pay But this trend is levcrscd in the case 
ot (odder and fuelwood in the semi-and 
region, which needs some explanation. 
The reasons, here, lie in the access to 
rc.souix;es. The village without access to 
market does not have allcmative sources 
ot fodder and fuel in .scarcity conditions 
and hence they have to spend more on 
these resources in a market, which is far 
away Moreover, this village has higher 
average uicomc per household compared 
to the other village (with access to market) 
and hence the high willingness to pay. 
I'hcrcfore, in such conditions, ceteris 
paribus, maricets would prompt households 
to place higher value on resources. 

l^c valuation of private resources, soil 
andfarm trees^ is earnedout using indirect 
methods deriving from management 
practices. The combination of organic and 
inorganic manure used in crop production 


is taken as an indicator t^the value placed 
on soil quality and tiie management 
practices re.sulting in better productivities 
of farm trees is uiken as a |»oxy for the 
value placed on farm trees. The results 
from the two case studies indicate that 
access to resources, especially irrigation, 
leads to low valuation of private resources 
such os suilqualilyand farm trees (Table 3). 
Irrigation helps in increasing the 
productivity of land leading to itsintensive 
use It also inc'cu.scs the value of land 
through facilitating high remunerative and 
markct-oriciitcd (commercial agriculture) 
crop production. Hius, as far as private 
resources aic concerned, access to 
resources like img.'ition and commercia¬ 
lisation of agiiculture play predominant 
roles in household decisions. Though 
households are aware of environmental 
problems and sustainability aspects, 
economic lationalc (output optimisation 
and profit maximisation) receives high 
priority. Tins indicates that concern for 
inter-gcnerational equity is more or less 
absent as tar as pnvate resources are 
concerned Maiket forces become 
dominant with commercialisation of 
agnculturo which was possible with 
irngation Households pick up from the 
avaihablc basket of combinations (crop 
and input leclinologics) that would give 
them maximum utility (prolit). 

Valuation of < omnum pool resources in 
the conditions ot access to resources 
vindicates (in a majority of the cases) our 
hypothesis (H2) (hat CPRs are valued less 
where access to irrigation is greater 
(Table 3) lii the presence of irrigation 
CPRs arc neglected due to the availability 
ot altcrnatise sources of fodder and 
fuelwood Due to this reason coupled with 
the high reiuins trom (arming CPRs tend 
to be neglected or encroached It is often 
observed that ('PRs tend to be extinct in 
highly irrigated icgions of India, in the 
aKsence of ellcctivc institutional arrange¬ 
ments * Some of the exceptions observed 
in this regatd (Tabic 3) are again due to 


relative economics of the resources in the 
given context. For instance, the maiginai 
returns from irrigation in arid zone village 
(with access to water) arc much higher 
compared to the other village (with tow 
access to water) due to commercial agri¬ 
cultural practices. Similarly, the larger 
presence ol high quality breeding anin^s 
in the better endowed viilageofthe market 
oriented /one has pushed the marginal 
returns f rom fodder higher when compared 
to the less endowed village And, greater 
demand for staking mateiial consequent 
to iatgcrproductionof fruits and vegetables 
has prompted the households to place 
higher value on staking material in the 
market-oriented region [Bhati ct ai 1997J 
Intra-regional variations in valuation 
show a systematic pattern acio.ss income 
categories. For both private and common 
pool resources, the evidence is over¬ 
whelmingly in favour ol small farmers 
(poor) placing high value on lesouices 
(Table 4) This is in support of our 

TahiiO DmNoiNri Aitiiai Usi and 
Vai (lATiiiN or CPRs KV Pixm across Rhuons 
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Ntile\ Only four case studies have been s iirncd 
out intra-icgionol analysis 
Dependence is detmed in terms of prupo- 
rtion ot households in each economic i a(- 
egory using the CPRs ,ind the share of 
CPR pioduets in meeting iheir actual 
requirements 

Actual use is ikrined in terms iif actual 
quantities exiraited fnim CPRs by all 
households iii each uirpory 
Valuation is in icons of willingness to 
contribute lowoids the inanugeincnt of 
CPRs on |)er hectare ot land or per unit of 
standiud cattle unit'- 
The basis infoimaiion is presented in 
Table A) in Appendix 
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hypothesis (H3) that the link between 
povei^ and environmental degradation is 
rather weak. In the case of private resources 
like soil, small farmers seem to place high 
value mainly due to lack of access to water 
which forces them to fallow subsistence 
fanning with traditional practices. In the 
case of fann trees all categories of fanners 
place equal value in terms of labour spent, 
though gross returns per tree are slightly 
higher fot small farmers. Ihis is al.so 
evident from the results of the direct 
approach in which respondents were asked 
how much they were willing to accept in 
order to for go a farm tree? In all the cases, 
without exception, the answer was that 
they are not ready to tor go even a single 
tree at any price. This reflects the house¬ 
holds* dependency on farm trees in this 
region. 

There appear to be some diltcrcnccs m 
valuation of irrigation water when the 
costs are separated as capital and working 
costs in one ot the regions (arid). Small 
tarmers ore willing to contnbutc more 
towards capital costs when compared to 
big farmers while the icversc is true in the 
case of working capiial. This may be due 
to the reason that lower sire class farmers 
who arc having limited or no access to 
irrigation at present, especially in the case 
of groundwater, arc in need ot bringing 
in at least some area under imgatinn and 
hence they are willing to pay mure On 
the other hand, large tanners, at present 
enjoy the benefits of inigation and have 
more information on costs and benefits 
from irrigation. They place a realistic value 
on woiking costs while small tamicrs are 
not certain about cost-lx:ncl it intormation 
In the case ot otiiei com mon pool resources 
only the high input-intensive agricultural 
zone showed a differonl trend |Toky and 
Sardana 1997]. This may lie due to the 
methodology used In this particular case 
study the results arc di awn from regression 
coefficients of the willingness to pay 
function. In this function tarm size along 
with other variables was regressed against 
willingness to pay lor fodder and liiel 
wood. The significant positive sign was 
interpreted to mean that large farmers aic 
willing to pay more. This result is obvious 
in the absence ot .standardisation of the 
variables per acre or per cattle When the 
variables arc standardised opposite 
inferences are po.ssiblc (asobserv^ in the 
ca.se of and zone, Reddy cl al 1997b). No 
differences in valuation were observed in 
the case of staking material due to the 
dependence ol all the households on this 
material for packing needs (almost 
mandatory, .see Bhati ct al 1997]. 

Thus, markets do not seem to have a 
direct bearing on the use and misu.se of 
natural resources. But, markets seem to 


reinforce the intensive use of resources in 
situations of better resource endowments 
or access (Jodha 1985], Availability of 
imgatiun water not only influences the 
land use pattern of private lands but also 
results in the neglect of common lands. 
Besides, irrigation would also lead to 
creation ol markets, which ore mutually 
reinforcing in influencing resource use. 
Limited availability of irription. on the 
other hand, may result in underutilisation 
of marginal (pn vote) lands as the available 
resources (including capital) tend to get 
concentrated on betterquality lands (Reddy 
1991], 

Poverty-Environment Linkages 

It is often argued that poor depend more 
on natural resources and hence they tend 
to protect It better Others argue that in 
order to meet their immediate livelihood 
needs poor lend to discount the future at 
a much higher rate. In both cases, their 
rcxiuircnients from nature are more due to 
the liinitiv I alternative soureesof livelihotxl 
and larger family size They obviously 
look from the household perspective rather 
than Irom the perspective ol resources 
[Jodha 19K6]. For, degradation Fcsultsironi 
how much of the available rc.sourcc is used 
up rather than from how much it supports 
the siKiety or the individual, fl managed 
Ol used in a sustainable fashion it may 
even meet all the requirements of the 
society or the individual. As shown in the 
intra-household analysis, there is no 
evidence to suggest that puordi.scount the 
future at a higher rate. Here wc examine 
thcdemographic aspectsof the debate. Wc 
akso examine the notion of dependency in 
terms of actual use of the resnuice. 

'fhe micio level data on family si/e 
across economic classes reveal how 
eironcuusly it is often gcneraii.sed that 
poor households arc always characterised 
with large family size (Table 5) In none 
ol the sample villages the evidence is in¬ 
favour of ihc inverse relation between 
economic status and family size. In fact, 
a strong positive association is evident ii 
most ol the villages This vindicates some 
ol the recent findings in Africa and India 
(Adams cl al 1997. Reddy 1996). There¬ 
fore. in absolute lorni.s poor households 


may not necessarily extractfromdieiialund 
sy^em in an unsustainable manner. This 
brcomes clear when we examine the 
dependence on and the actual use of 
commons across households. 

Commons provide a larger proportion 
of the needs of the poor household 
compared to rich. Poor ddpend on com¬ 
mons mostly for fodder and fuelwood. 
Grazing ts carried out by all households 
inasimilarfashion. None of the households 
collected tuelwood for selling in the 
maiket. Though the dependence of the 
poor on commons is high their actual use 
IS relatively low (Table 6). This is true 
even when all the households are taken 
together, i e, in terms of total quantities 
(fodder or fuelwood) consumed by all the 
households in each economic categoiy. 
This is due to the reason that poor 
households own lessnumberof catticeven 
111 aggregate terms. On the other hand, it 
was observed in the arid region that large 
farmers use commons in an unsustainable 
manner. They dig the soil from the com¬ 
mons for using as top soil in their 
agricultural land, and for the purpose of 
construction and brick making [Reddy ct 
al i 997b] On the other hand, poor did not 
use commons intcrcsivclyorunsustainahly 
Poor did not degrade commons, yet they 
were the woist sutierers of degradation 
This could be the reason why they placed 
highci valucontheresources. Groundwater 
depletion is another clear example in this 
regard 

Even on pn vote lands there is nocvidencc 
to suggest that poor have higher discount 
rate for future compared to nch. Intensive 

Tauii 7 MANAOLMCNr Straiioiis Of- Small 
ANI> LaRGL FaRMI-RS KIR Gkounowatlr 
AND (iRA?iNo Lands 

Groundwater Grazing Lands 

Smalt To be managed To be managed 

tanners on community pnvatcly 
basis 

(collective action) (private property 


fai niers To he manage To be managed on 

piivately community basis 

(private property icollective action) 
nghis) 


Tapli 8 Share of Women in Natural Resource Use acros-s .Sizl Classes 

(Per cent of "me allocated) 


Time lo Altocaied lu Collecting 

Dnnking water 
Fodder 
Grazing cattle 
Fuelwood 


Humid Zone 
01 02 Ol (M OS All 

79 84 OS 90 81 78 
47 .SO S9 50 .to 47 
21 29 SS 20 05 25 
67 56 61 48 20 63 


Maritei Agncultural Zone 
01 02 0.t 04 05 All 

73 64 67 62 68 67 

88 77 69 76 83 76 

56 .59 - 69 71 64 

36 45 36 34 31 37 


Note Size classes represent marginal (01), small (02), medium (0.t), semi-medium (04) and laige 
(05) fdimcn 


1440 


Economic and Political Weekly June 5. 1999 



cultivation practices are directly linked 
with the availaUlity of irrigation. Since 
lower size class farmers have little access 
to irrigation they are not in a position to 
grow input-intensive high value crops. 
Only farm yard manure without any 
chemical fertiliser is used on un-irrigated 
crops which lowersize class farmers mostly 
grow. Moreover, small and marginal 
farmers tend to grow less economical but 
more sustainable pulses during kharif when 
compared with large iarmers (arid zone). 
Even within the irrigated households it is 
the middle size class iarmers who devote 
more land towards input-intensive crops 
like onion. More importantly, in a given 
crop, small farmers seem to Ik using more 
of organic manure compared to large 
farmers [Toky and ,Sardana 1997 and 
Reddy et al, t997b]. This indicates that 
the poor do not seem to have higher 
discount rates for futuic. This may nut be 
due to their concern fur sustainability but 
due to lack of access to resources like 
water, credit and other institutional 
mechanisms. 

Lmal InsUtutums and Private Property 
Rights 

The situation regarding aimmons in 
terms ol use and management differ 
considerably between the sample villages. 
Here we are dealing with water and 
community grazing lands Groundwater is 
a common pool re.souac over which pn vate 
investment is made b> the farmers thinking 
that they have absolute rights in ground¬ 
water beneath their land In the absence 
ol effective regulation groundwater can 
be treated as acommon pool resource with 
well defined property i ights (as in the case 
of land). The high costs involved in 
accessing this rc.vource make the situation 
more complicated, than that ot open access 
situation. As a result, access to this common 
resource is available to wcll-to- do farmers 
due to high capital costs involved in lifting 
It Due to this limited access, groundwater 
forirrigation is highly s'alued in the market¬ 
place. While, within the village, the market 
price of water is high and equal across 
farmers, individual farmers assign 
differential values which are much lower 
than the market price. Those farmers 
without access to irrigation tend to value 
It more ih terms of capital co.sts compared 
to those who have access at present. When 
compared to other commons, farmers are 
aware of water scarcity and hence their 
willingness to share/sell water is very low. 
Even the farmers with excess water sell 
it under obligation or at a high price. The 
charges are as high a.s SO per cent ot the 
gross crop value According to farmers in 
and zone, water table is going down by 
2 feet every year, tfowever, this concern 


does not seem to influent didr crop^g 
pattern reflecting their low time 
preference. 

Management of groundwater resources 
assumes paramount importance due to its 
inequitable access A majority of the 
farmers feel that groundwater should be 
used and managed on a community basis 
with little help from government Inter- 
household differences in this regard are 
interesting. While lower size class farmers 
with little or no access to water tend to 
prefer community management large 
farmers prefer private management 
(present pattern) This is because lower 
size class farmers cannot afford to invest 
in ground water Theu.se and management 
ot groundwater on a community ba.sis 
provides some, ii not equal, access to the 
rcsouroc In scarcity regions the main 
issues that need immediate attention are 
conservation and di.slribulion of ground- 
water which ate inter-related. In scarcity 
conditions maikcis have limited role as 
they hardly opi*ralc For, a threshold level 
of water availability is necessary for 
markets to opciatc Even otherwise, pure 
water markets as in Chile may not be a 
right example to replicate in the context 
of scarcity For. markets do not guarantee 
equitable distribution of water in such 
conditions unless marketsare fostered with 
some institutional arrangements. As 
pointed out by Bauer (1997), in the context 
of Chile, water markets "...can never be 
‘neutral’, autom,^^, or self-tegulating as 
some of then proponents claim” (p 652). 
'This observation is made in a situation 
when water is iiot scarce enough In drive 
up the price One can only imagine the 
situation when water is scarce. Hence, the 
role of local institutions in terms of 
collective action or community organi¬ 
sation .seems indispensable in this regard 
But promoting these institutions and 
making them elfective is an onerous ta.sk 
because of the prevailing diagonally 
opposite interests of the households. Unless 
the entire community is brought on the 
same plane in terms of access to common 
resources it would be difficult to make 


institutional mechaniimseffective. Singly 
put, groundwater should bemade common 
property in the real sense. In this r^aid 
nationalisation of groundwater coupled 
withthe allocationot rights in groundwater 
to the community at the village level rather 
than to individuals seems to be an alter¬ 
native to make it a common property 
resource in the real sense. However, ti^^ 
the transaction costs of this kind of a 
regime are very high, the proposition is 
worthwhile forthe long-term sustainability 
of the resource and its equitable distri¬ 
bution. 

While the problem of groundwater is 
due to lack ot institutional mechanisms, 
the problems associated with common 
grazing lands are due to the absence of 
clearly and equitably defined common 
property rights and weak institutions. 
Households use commons for various 
purposes and feel that grazing lands are 
important supportive mechanisms that 
need to be protected Lower income grouf) 
households depend more on grazing lands 
in proportionate terms (in total household 
consump(ion)whilc large tanners use mure 
of commons in absolute terms Accor¬ 
dingly. valuation of commons vary across 
size clas.ses. While large farmers tend to 
place high value on commons in absolute 
terms, on per unit (ot land or livestock) 
basis lower size class farmer’s valuation 
is substantially higher. Contrary to the 
case of groundwater, lower size class 
Iarmers arc more in tavourof pnvaiising 
commons while large farmers arc 
interested in community management 
CFable 7) 

'Dus is mainly due to the absence ot 
ettcctive in.stitutions and clearly defined 
property rights in commons. It is observed 
iiithctwocasesofaridandinarket onented 
zones that property nghts in ("PRs are 
iniquitous and bia.scd against the poor 
even in the pre.sence ol local institutions 
(cftcciive). In the context of arid zone, the 
rights tegatding sharing ihe benefits from 
CPRs arc ambiguous fRcddy el al P97b]. 
ikir, the income generated from CPRs need 
not necessarily flow back to the sanK 


Table Al ChancjL in Valuation of Rtsiniacis by CoNumuNS of 
Arens lo MARKi.rs and KF-soimrcs 
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viliogc as it depends lui the discretion of 
the village sarpanch who is often elected 
from the neighbouring village.** More 
importantly, large farmers draw a dis* 
propomunatcly largcrshare fmmthcCPRs 
when compared to small In the case of 
Himachal (market-oriented agncultuie) 
usufruct rights in forests are linked to land 
revenue Households paying less than 
Re O.SO ol land revenue are nut allowed 
to use the lorests [Bhati et al 1997], Since 
landrcvcnuerangesfn>mRe0.62loRs 16 
per heciaic, depending on the quality of 
land, a large numhet ol small and moiginal 
farmers are denied forest use And the 
landless do not have any rights in forests 
Hence, the absence of distributional 
(equity) considerations is central to the 
failure of common property rights and 
institutional approaches in managing the 
commons 

(^)mmon property lights regimes 
hitherto understood in the context of village 
commons have two inherent piobicms 
which have received little attention 
Property i ighls vested with the community 
an.’ grans or assumed and arc only use 
rights without payment Hence 
individual households in the community 
do not have any stake in using the rights 
to sustainable ends Secondly, 
community property i ights do not addicss 
the equity aspect and hence individual 
households have divergent interests in 
protcctingthecommons l or.hugeiaimcrs 
prefer community manugc'il sy.stems as 
they benefit maxiiniini lioin common 
gnuring while lowei income households 
argue lor piivatisation as they feel that 
village elite always i outer the benellts 
from cuiiiinunity management Hven the 
institutional airangcmcnts such as 
community auctioning of commons and 
using the revenue loi devciopnicntal 
activities may not addie.s.s the needs of 
the poor directly Tlierelorc. it may be 
argued that pnipcrty (use) lights in 
commons when charged on equity basis 
would improve the conditions of CPRs 
to a large extent. Hquitable tanf f may be 
charged on the basis of per unit of cattle 
or land depending on the use the C'PR is 
put to in a particulai region 

Gender and nataial tesoun e use 

Though all the case studies lecognise 
the impisrtancuol gender analysisofnatuial 
resource use, attempts to incorpoiute 
gendci IS.SUCS into the valuation exerei.sos 
were constrained by the socio-cultural 
aspects of the regions, lliese include non¬ 
participation of women in the valuation 
process due to the fact that they are not 
involved in the household dectsion-making 
pioccss, lack of economic independence 
01 control in the household and non¬ 
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comprehension of market situations 
consequent to low literacy and awareness. 
However, evidence from our case studies 
suggests that women contribute a greater 
proportion of their time dealing with the 
lesoua-cs While it was observed in all the 
case studies that women contribute 
signilicantly to the activities of fetching 
drinking water, fodder and fuelwood, two 
ca.se studies provide a detailed account of 
their contribution. 

The household level data on allocation 
of time (based on resource accounting 
ineihod) for the two regions reveal that 
women contribute more than hall of the 
total lime icquired towards most ol the 
activities n'ablc8).Women’scontnbution 
IS substantial even in higher farm .size 
groups This IS .somewhat contrary to the 
genet al beliel that in rural communities 
women’s paiticipation in outside work 
lends to decline a.s the hou.schald income 
increases Tins phenomenon is attributed 
to the .status conscious of the rural 
comniuiiities It may be noted that in the 
higher income gmup.s participation ol 
women in these activities is relatively 
higher in the maiket-oricntcd agncultuie 
coinpaicd to die remote tribal communities 
This phenomenon is observed even 
between the villages of humid /one, i e, 
women’s participation is higher in the 
village which is closer to the market and 
divs not have any tubal population lliis 
indicates that advent ol markets may 
change the structutc ol work participation 
and rural employment Mure importantly, 
women play an increasingly important 
Idle in agncullurai activities I’his makes 
It necessary and important to incorporate 
gender issues into the anatysisof resouice 
valuation While this clearly is a limitation 
ol the case ,studics, they help us in 
emphasising the importance and exposing 
the problems with regatd togenderanalysis 
in resource valuation This facilitates the 
etfcclive iiKorpuralion of gcndei issues 
in lutuie studies. 


IV 

Pointers for Policy 

The five case studies provide useful 
insights regarding the use and valuation 
of renewable natural resources across 
households in diverse environments. 
These studies emphasise the importance 
of regional diversity and stress the need 
for flexibility in policies at the regional 
level. The findings, while rejecting part 
of conventional wisdom, provide strong 
empirical evidence supporting some of 
(he hypotheses They yield some specific 
and important common observations that 
could he u.sed towards policy for¬ 
mulation. 

Technological options, economically as 
well as environmentally sustainable, arc 
impoitant factors in achieving sustainable 
resource management Appropriate tech¬ 
nologies become indispensable given the 
fuel that inier-gcnerationalequity iscleariy 
not in the minds of users In the given 
conditions, as the market prices do not 
relied the true value ol resources, 
economic rationale docs not allow for 
sustainable resource use Since maiket 
and 'iidividtial valuation icflect only use 
values. It may he a diilicult proposition 
to make the prices reflect environmei.lal 
values in the near futuie in developing 
countries 

fseii AT OiAM.L IN I>rM-NiH.N( 1 cNoArri'Ai 
Usl- (» CPRs BV P(X)R A( ROSS Rfoions 

(/’« < enl) 

Region iX'pendeiiic Actual Valuation 

Use 
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49 
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16 

•58 
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-4t 

98 

High input 
intunsixe 

.too 

.300 

* 


Nuic*s .Same as in rabic 6 m the text 

* In the ease ot high input iniensive zone 
the lesults are based on legression 
esiimales and hence not included here 
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Neitherinstilutions nor markets (private 
property rights) address the ‘tragedy of 
commons* effectively While marirots fail 
to address both sustainability and equity 
aspects, institutions, in their present set¬ 
up, are found to be inel ficient in allocating 
the resources / benefits equitably. Hence, 
policies should try to integrate markets 
and institutions. Market principles on 
equity basis should form an integral part 
of the current in.siituuonal mechanisms 
Property or use rights should be charged 
on equity basis, according to the usecriteria. 
Enforcement of community decisions will 
he a delicate issue in the changing socio¬ 
political situation in rural areas and hence 
lhiidparty(prefcrablyNOOs)enforcement 
would be a feasible alternative. 

In order for institutions to be effective, 
groundwater must be treated as a real 
common property resource Whileproperty 
rights could be auctioned in endowed 
regions, state should take the responsibility 
of distributing groundwater rights in an 
equitable manner in the areas oi scarcity 
This means banning the extraction of 
groundwater by individuals. This calls for 
changes in policy towards promoting 
community based groundwater develop¬ 
ment 

There is no direct link between povcity 
and environmental degiadation In fact, 
the ca.se .studies pi ovide contrary evidence 
Hence, removal of poverty is not a 
necessary condition lo check environ¬ 
mental or rc.source dci’radation and attain 
siistamabic development though povcity 
alleviation is itself an important policy 
objective On the other hand, poverty 
alleviation addressed in the traditional 
mould of providing irngation to as much 
area as possible without the backup of 
appropriate technologies (like watershed 
development, sprinkler and dnp irrigation 
technologies) may result in agricultural 
intensification and degradation of 
resources 

Appendix 

The valuation oi resources is based on the 
actual valuanon and perceptions ot the fanners 
The valuation is compared between space and 
income groups Villages with access to markets 
arc compared with villages without access lo 
markets Similarly, villages with access to 
resources are compared with the vitlage> having 
low access to resources The valuation of small 
and marginal fanners (also landless in case of 
some resources like dnnking water, etc) are 
compared with large farmers (nch) to arrive « 
the vanotions between poor and nch These 
differences ore ranked os high (H), low (L) and 
ncuuitl(N) High means that the perocniage change 
m valuation (VLA ! VA* l(X)) between villages 
with less or low access (VIA) and villages with 
access (VA) lo markets and resources or the 
perceniage change in valuation (VP / VR*I00) 
between poor (VP) and rich (VR) is posiu vc (>0) 
The difference is ranked as low when the 


percentage change » negative (<0) and neutral 
when It IS equal lo rcro Only in the case ol soil 
the valuation is corned out inAiectly using die 
land use and input use pattern Valuation is token 
os low when high input intensive cullivaiton 
practices are iollowcd i rrespecti ve of the observed 
negative eflecis of such practices by farmers In 
the cose of the remaining resources valuation is 
coiTicd out with the help of direct and indirect 
methods of esitmaiinn Here we present die base 
tables for Tables t, 4 and 6 presented in the text 
It may be noted that we have resorted to using 
percenlages i,ii|icr than actual figures due to the 
reason that the case studies have used different 
units ot standai d for valuation Forinstonce, while 
some case studies have canned uoi valuation on 
per unit basis others have earned out on the basis 
of household level requirement (for details see 
case siudv repuits) 

These figures indicate the differences in 
valuation between the villages wtih access lo 
markets and resniirecs and without access to 
markcLs and resouises in percentages Positive 
figures indicate higher valuation by the villages 
with access to inai kels and resources and negative 
figures indicate lowei valuation by the villages 
with access to maikcis and resources 

Here the comparison is made between small 
and marginal (poui) farmers and large (nch) 
fanners Positive values indicate higher level of 
dc|)cndcncc use and valuation by poor formers 
and negative salucs indicate lower level of 
dependence use and valuation by poor in 
comparison with nch tarmers 

Notes 

■Thanks are due lo N Knshnaji for useful 
suggestions which helped m improving the clanty 
of the paper This paper draws from five case 
studies condui led by five research teams 
(including the authni). which were co-ordinated 
by the aulhoi These i.ise studies liave benefited 
immensely fioiii the comments by V S Vyas. 
MV Nadkami, Knl,ir Singh, N S Jodha, S S 
Acharya. and Ruth Alsop at various stoges The 
financial support received from Ford Foundation, 
New Delhi IS gr,itcruily acknowledged ] 

1 Here maikets and institutions ore used in a 
rather narrow sense The term markets or 
market appioai h is used lo reflect the pnee 
meehanisiiis in the neoclassical sense 
Institutions are 'Icfined os formal or infonnal 
arrongemenls in using natural nesourecs within 
a village oommuniiy The property nghls 
approach is used synonymous to market 
approuih in ihc context of pnvatc properly 
rights, wheie price mechanisms play an 
importani role It may be noted, however, all 
thM three tenns fall underthe broad dcfimtion 
of inslilutions 

2 While the nsirket (property rights) ajqiroaeh 
questions the adaptability of traditional 
institutions in conditions of growing resource 
scarcity, institutional approach holds complex 
sorio-economte and cultural factors rc- 
siKHisih'c for environmental degradation in 
rural areas and stresses the need for integrating 
the interventions in socto-cultural and political 
spheres as well as in economic policy (Hatnus 
1994], The new institutional economics, 
however, professes to resolve the in¬ 
consistencies in individual / group behaviour 
and social welfare (Nabli and Nugent 1989, 
Maki Gustafsson and Knudsen, 1993. Samuels 
I99.S. Roy 1999] 


There is a growing recogmtioa of the 
importance of insiilubOM in undersiaiidiiig 
the interrelation between people and Iheir 
environment (McNietdi ai^ (2iun 1990, de 
Janvry ct al 1993. Meams 1994] 

Apart Iriim the problem of distort^ markets, 
human diversity also makes a sigmficani 
impact on the valuatiim of resources and 
benefits Fbi instance, it has been found in 
niiuiy instances that nsks and uncertainties 
are initigatcd by emphasising Ihc networks of 
family, clan and community and by diversi¬ 
fying tlic portfolio of sirategie.s (.Scott 1976] 
On the other hand, some studies have 
emphasised Ihc notion of calculating peasants 
(Popkin 1979] 

The case studies were conducted by five 
independent research teams and co-ordinated 
by (be author with financial support irom Fold 
Foundation. Delhi The final versions of the 
case studies, after being presented in a 
workshop and reviewed by esicmal referees 
arc submitted to and available with the Institute 
of Dcvelopinenl Studies. Jaipur. Imfaa Kir 
details on ease studies sec Reddy et al (1997b), 
nrSt I997).CASAD( l997).Bhatirtal(l997) 
and loky and .Sardona (1997) 

Here, the hypotheses are not formulated in a 
stncl statistical sense of null hypothesis (HO) 
and allcm,uive hypothesis (Hit. Rather, the 
hypotheses arc based on existing literature 
where a irujonty of the studies support a 
particular view 

First, detailed socio-economic and demo¬ 
graphic information was obtained at the 
household level Number of households 
covered for this purpose is dependent on the 
si/e of the village In order to keep the data 
set al a manageable level and also ketqnng the 
costs in mind, the sample sik was set at 100 
houseliolds in the case of laigc villages (above 
190 households) and in the case of small 
villages (less than 190 households) census 
was conducted In the case of laigc villages 
(where a sample has to be drawn) the sample 
had to be representative of all ccononuc classes 
in the village At level two. a sample of 2.9 
per cent of Ihc households selected for the 
main suivey was selected for an in-depth 
studv of rcsiniice use and allacaiion using the 
resource accounting method Resource 
accounting method is somewhat similar to the 
cost of rultivatinn method usually followed 
in form management surveys and cost of 
cultivation studies According to resource 
accounting method detailed informat.on on 
resource use. both public and private, through 
regulai visits to the household, i c, once in 
a mtmlh, for a pennd of one agncultural year 
Al level three, contingent v,duatian method 
(CVM) was adopted for the purpose of valuing 
the resources (for a detailed review of the 
methods see Reddy 1998) Since the 
willingness to pay or accept (WTP or WTAJ 
estimates require fairly large samples, the 
sample size of the CVM survey was fixed at 
the level of the mam survey (i e. a minimum 
ofahundiedhouseholdsorccnsuses) .Selection 
of the same households for both the surveys 
iaciliiates in-depih analysts of Ihc WTF 
estimates, i e, estimating the WTP functions 
incorporating various socio-economic and 
demogra|ihic attributes of the household The 
irfercnce penod of the case studies was set 
lo coverall the agncultural activities in a year 
starting from rabi (staring from November) 
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tcmon of 1994, though tome of the caie 
studies woe delayed by one or two months. 

6 IttspeiunenttoctmvasstheCVMquetUonnaiR 
among women in such cases and melhodo- 
kigicaUy CVM has the flexibihiy to do so. 
though there could be serious practical 
problems. 

7 Hero farm troes consist of only one specie 
pntsnpn xenannya, populoriy known as 
’khejn’ 

8 This IS a general observation regarding most 

of the highly irrigated tracks m India This 
IS mainly due to illegal encroachments and 
pnvatisation of commons 

9 In this r^on (Rajasthan) village ponchayats 

usually consist of three to four villages Ry 
majority rule surpanches get elected from the 
large villages Tins is a typical case where 
institutional arrangements, despite their 
democratic pnncipics. may not ensure 
sustainable resource inanagemem 
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Domestic Debt and Economic Growth in India 

Ciuran Singh 

The study investigates the relationship between domestic debt and economic growth. The traditional view 
considers that in the tong run, domestic debt has a negative impact on economic growth while the Ricardian 
equivalence hypothesis implies the neutrality of domestic debt to growth. In India, domestic debt has been 
incurred mainly on the coinsideration that it shall be used for investment purposes. The is.we is empirically 
examined using the cointegration test and the Granger causality test for India over the period / 959-95. 
Cointegration and the Granger causality tests support the Ricardian equivalence hypothesis between domestic 
debt and growth. 


IN India, domestic debt has been incurred 
with the main objective of enhancing 
planned investtneni for economic 
development. The rising trend in securing 
financial resources tlitough public bor¬ 
rowing has specially been steep since the 
early 1980s. In this article, the relationship 
between domestic debt and economic 
prowth in India is explored. 

In the literature, there arc two views on 
the relatioaship between domestic debt 
and growth which arc discussed in Section 
I On the basis of the theoretical discussion, 
a testable hypothesis is also formulated in 
this .section to test the relationship between 
domestic debt and economic growth. This 
is followed by a biief review of the 
empirical literature in Section II. In 
Section III, trends in domestic debt and 
growth, and related issues of tax revenue 
and govemmentexpenditure are discussed. 
The econometric tests to investigate the 
relationship between two macro series arc 
brietly mentioned in Section IV The 
discussion on the database and the metho¬ 
dological i.ssues pertmning to empirical 
estimation are pre.sented in Section V. 
The cnipincal results are discussed in 
.Sections VI and VII Finally, the conclu¬ 
sions are presented. 

I 

Theoretkai Issues 

In this section, a discussion on the theo¬ 
retical issues on domestic debt and its 
relaticmship with economic growth is pre¬ 
sented. The two views of domestic ^bt 
and growth i^valent in rhe literatuie are 
discussed, followed by a brief discussion 
on domestic debt and developing eco¬ 
nomies with special reference to India. 
Finally, on the basis of the theoretical 
discussion, a hypothesis is formulated 
which is then empirically estimated later 
m the article. 

The impact of domestic debt on 
economic growth can be analysed in the 
context of two contra.sting views - tradi¬ 
tional and Ricardian. 


In the traditional view, an increase in 
government debt is a burden on the 
economy. In the short run, in view of the 
increase in government debt, the consumer 
would consider himself to be wealthier 
and therefore would resort to higher 
spending. The increased demand for goods 
and servicc.s. in view of sticky prices in 
the short lun, will raise output and 
employment As the marginal propensity 
to consume is higher than the marginal 
propensity to save, the increase in private 
savings falls short of the government 
dissaving The real interest rate would nse 
in the economy encouragingcapital inflow 
from abroad.' In the long run, the higher 
interest rate would discourage investment 
and thus crowd out private investment. 
The lowerdoinestiL savings mean asmaller 
capital sux'k Hie inflow from abroad 
would result in greater foreign debt. The 
higher aggregaiedemand results ina higher 
pnee level which adjusts over time and 
the economy returns to a natural rate of 
output Tlu‘ lower investment eventually 
leads to a lower steady state capital stock 
and a lower level of output. Therefore, the 
overall impact when considenng the long 
run period, would be smaller total output 
and eventually lower consumption and 
reduced economic welfare. This is also 
referred to as the burden of public debt, 
as each generation burdens the next, by 
leaving behind a smaller aggregate stock 
of capital [Mclt/cr 19S1; Modigliani I % I, 
Ferguson 1964, Patinkin 1965]. 

In the Ricardian view, government debt 
is considered equivalent to future taxes 
IBarro 1974]. Considering that consumers 
are rational and forward-looking, the 
discounted sumoffuture taxes isequivalent 
to the current deficit. Thus, the shift be¬ 
tween taxes and deficits does not generate 
aggregate wealth effects. Hie increase in 
government debt does not affect consump¬ 
tion The rational consumer facing cunent 
defleits, .saves lor future nse in taxes and 
therefore total savings in the economy are 
not affected. A decrease in government 
dissaving is matched by increase in pnvate 


savings. In view ol unchanged total sav- 
ing.s, investment and interest rates are also 
unaffected and so also the national in¬ 
come. 

Buchanan (1958) suggests that the 
incurrence of domestic debt results in the 
postponement of tax liability from current 
to future generations. This shift from 
current to future taxation could imply a- 
shifting of tax burden from currem to 
future generations Barro (1978a 570- 71) 
argues that the shift from current to future 
taxation implied by debt issue does not 
involve a burden on later generations due 
to the phenomenon of operative inter- 
generational transfers The assumption of 
inflnitc lives and other assumptions, like 
the liming of taxation, public debt and 
capitalised future taxes are perfect sub¬ 
stitutes. and the imperfections in the capital 
market, are discus.sed in Barro (1989). 

Domestic Debt and Growth in India 

In India, the growth of domestic debt 
has been considered favourable in sharp 
contra.sl to prevailing economic theories. 
Rao (1953.2-14. 32-35) argues that the 
purpose, and therefore, the effect of deficit 
financing undertaken in indu.striali.sed 
countries is diffciem from that in under¬ 
developed countries. The developed coun¬ 
tries may suffer from underemployed 
resources and underutilised labour, neces¬ 
sitating the use of deficit financi<ig to 
generate demand and stimulate the economy 
to full employment. But. in an under¬ 
developed economy like India, there exi.st 
insuflicient equipment and utilisable re¬ 
sources, andhigh disguised unemployment. 
The object of deficit financing in an 
underdeveloped country is to increase 
capital formation and thereby make effi¬ 
cient use of the available labour force 

In India, deficit financing is incurred to 
rai.se investment which is exfieclcd to 
increase the productivity or output per 
worker and raise naional income. In a 
poor countiy like India, the private .sector 
may not be able to provide the nci cssary 
investment for economic development. In 
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such a situation the government has to 
invest in core sector; to ensure capital 
formation In the initial stages, due to the 
long gestation period, the savings may not 
immediately occur and a gap between 
voluntary .savings and investment may 
emerge. Tins gap is covered by forced 
savings produced through a rise in prices. 
Once economic development begins to 
occur vigorously, with capital formation 
and national income nsing, then voluntary 
savings and investments incrca.se to close 
this gap. It IS argued that if deficit financing 
is appropriately managed then the price 
level would not become inflationary, 
though a positive rate of inflation would 
emerge.^ This positive rate of infiation 
was also considered healthy for economic 
growth 

Brahmananda (1080:231 -36) argues that 
the conditions arc more conducive to 
development directed deficit flnancing in 
a country like India, than in developed 
countries'* But Brahmananda further 
argues that in the context of a planned 
economy which is augmenting its growth 
potential year by ycai, deficit financing 
may not necessarily be inflationary but 
may actually result in increased production. 
highcrcfTicicncy in production technology, 
and therefore, a decline in prices 
The report by the Reserve Bank of India 
(1985:41-50,213-28) also suggests a 
similar role fordeHcil financing in India 
It IS also theorised that the growth rate in 
the economy depends on the capital-output 
ratio, the rate of s.iving. investment 
pnorities. efficiency ot uiili.sation of 
existing capacity, technological factors, 
investment climate and a host of other 
factors. The government also holds a 
similar rationale for the role of domestic 
debt in India. The twin objectives of 
development planning that arc pursued by 
the government arc economic growth with 
pace stability. 

Minhas (1987) argues that debt and 
growth are not related in India and that 
the Keynesian pump-priming track, 
advocated by the government, is not 
applicable to Indian conditions. The pump- 
pnming is to stimulate demand to coax out 
much larger output .supplies which the 
existing, but temporarily idle, machines 
and plants had bran producing. In India 
no such excess, but unutilised, capacity in 
plants and machinery exists, though the 
prevalent inefficient u.se of production 
facilities in Indian industry is a different 
issue. The other argument that deficit 
financing leads to the use of surplus labour 
fOT capital formation is also not applicable 
in India, according^o Minhas. Thedomestic 
debt in India is being incurred for current 


expenditure rather than for investment 
purposes. Hence, the additional expen¬ 
diture attributed to deficit financing does 
not lead to additional output but simply 
results in th: build-up of inflationary 
pressure 

Minhas has succinctly mentioned the 
fallacy in the policy being pursued by the 
government Planning in India, which 
began in 1951, canried the .strong impnnt 
of Keynesian economics. Hence, the 
emphasis on deficit financing and 'he 
concept of pump-priming The Keynesian 
model of pump-priming is a short-term 
model and therefore its application to the 
theory of economic growth may not be 
useful Moreover, Keynesian economics 
does not provide a convincing desenption 
of the competitive market economy. It also 
lacks micro-foundations and is inconsistent 
with the optimising behaviour of rational 
economic agents. Therefore, the two views 
on the relationship between domestic debt 
and economic growth discussed in the 
rarlici 'wo subsections are considered 
appropriate and applicable, even for 
underdeveloped countries like India 

Foimulation of Testable Hypothesis 

The relationship between economic 
growth and domestic debt is directly 
investigated Therefore, the testable 
hypothe.sis focuses on these two economic 
senes. 

The long-term relationship between debt 
and growth is explored using the concept 
of cointegiation The concept of cointe¬ 
gration IS fundamental to an understanding 
of the long-run relationships amongst 
economic time senes [Granger 1988]. If 
the two vanahles are cointegrated, they 
must obey an equilibrium relationship in 
the long nin though they may dnfl apart 
in the short run. Thus, there is a steady- 
stale relationship between the vanables.' 
Further, Granger (1988) observes that co- 
intcgration is pre.sent if the two series are 
causally related and that causality is 
concerned with short-run forccastability 
fherefore, the investigation is extended 
to study (he causal relationship between 


debt and growth using the Granger cau¬ 
sality tests. 

Filially, the empirical analysis is ex¬ 
tended to decompose domestic debt into 
the unanticipated component to explore 
the causal relationship, using the Granger 
causality test, between unanticipated 
component of debt and economic growth. 
The decomposition of domestic debt into 
the unanticipated component is done 
broadly following the rational expect^ion 
approach [Barro 1978b. 1980b; Kormendi 
1984]. The autoregressiveequation forthe 
domestic debt vanable, with the lags 
.selected on the basis of the minimum final 
prediction error [Hsiao 1981 ], is estimated. 
The error term of thi.s equation has been 
a.ssumed to represent the unanticipated 
component of domestic debt which is then 
u.scd in the usual procedure to estimate 
Granger causality. 


Tabu 2 TksnNC hm SrAiioNARirv nr 
IloMESTu Debt and Citn&s DoMP-srir Product 
Unit Roan-AiibMFKrrFU LM'Kiv-PinjfR Tfesi 


Vanahles 

_Levels_ 

First Differences 

C 

C and T 

C t' and T 

DDP 

I 57 

-2 04 

-1.56 -db** 


(2) 

(2) 

(I)** (D* 

GDP 

1 4.5 

-1 24 

-5 0.1 5 69 


(1) 

fl' 

(11* (D* 


Notes C=Consianl,T=Trenil.DDPs'doinestiL 
debt held by the public, GDP s gross 
domestic product 


Figures in parentheses are lag values 
chosen to ensure that the residuals are 
white noise * Signiritonl at I percrnl 
** Signiricant ai 5 per cent 


Table Finai pREOic-noN Error (FPE) of 

AUTOREGRrSStVE PRCXTlSS FOR DoSIESIIi.' DBRT 
AND Gross Dosirstic Product 


No of Lags 

Annual 1959-95 FPE x 10-4 

DDP 

CDP 

1 

2 047 

2 442 

2 

7 174 

2 497 

1 

7 622 

2 6.59 

4 

8 III 

2 681 

5 

8 009 

2 860 


Notes DDP is domestic debt held by ihe public. 
GDP IS gloss domestu product 


Tabi f I Rolt of nc Public Sector in Nacional Actounts AcciRcoatcs 

tPet tent of GDP) 


Years* 

Gross Domestic Product 

Gross Domestic Canttal Formation 

Public. Sector 

Pnvate Sectoi 

Public .Sector 

Pnvaie Secioi 

1961 

9 99 

90 01 

70 

89 

1971 

13 84 

86 16 

65 

10 6 

1981 

19.74 

80 26 

87 

12 3 

1991 

2618 

73 82 

97 

15 5 

1995 

27 27 

72 73 

88 

152 


Note GDP at factor cost and gross domestic capital formation at current prices • refers to the 
financiai year 

Sourte National Alt ounis Staiuiits, Govrroinent of India 
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Thus, the hypothesis is firamed as fol¬ 
lows. If the results show that domestic 
debt, including the unanticipated compo¬ 
nent, and growth arc correlated, it would 
imply support for the traditional approach. 
Contrary results would imply that 
Ricardian equivalence holds in India. 

n 

Review of Empirical Literature 

In the empirical literature there are a 
large number of studies which investigate 
the relationship between domestic debt 
and macro vanables, of which only two 
studies [Barro 1980 and Kormcndi 1984] 
have directly invesugated the effects of 
domestic debt on economic growth. These 
two studies are briefly discussed and 
rnticaliy evaluated. 

Barro (1980a), formulates the following 
equation to establish the relationship 
between the unanticipated component of 
domestic debt and growth 

log (Y,) = + a,t +■ a,DMR, 

+ ttjDMR,., + a4log(G,) 

+ a,DBR, , ..(1) 

where. Y is output, t is the time trend, G 
IS real federal purchases, DMR and DBR 
are the unanticipated components ol money 
and debt growth. The coefficient of the 
vai lablc, unanticipated growlhof domc.stic 
debt. IS significant in equation 1 . estimated 
on annual US data for the penod 1949-77. 
Barro (1980a) concludes that the un¬ 
anticipated component of domestic debt, 
or the debt shock, aifecLs growth. 

Pesatan (1982) cnticiscs Barro on two 
major issuc.s Firstly, the theoretical 
considerations underlying the natural rate 
and the rational expectations model which 
form the basis of equation 1 Secondly, 
the method of decomposing the growth of 
money supply into its anticipated and 
unanticipated coniimiicnts, by assuming 
that the economic agents are able to 
perfectly predict the real growth of federal 
expenditure.^ Most importantly, Pesatan 
(1987) shows that the inclusion of the 
current and lagged unanticipated effects 
in thecquation have important implications 
for the asymptotic distrbution ol the 
estimators, and the efficiency of Uie two- 
step estimators.^ In the empirical work by 
Bairo (1980a). equation 1 and the price 
equation, are estimated in levels, and given 
the non-stationanty of the senes, the results 
may not be robust. 

In addition, tlw work attempted by Barro 
(1980a) needs a sophisticated data set 
which may not beavailable foradeveluping 
country, and especially not for India, on 
a regular and reliable basis, and therefure. 


Gxaw I; Annual Accsuau m Dotasne Debt Held ev Pueut (AOBP) and Total Tax Revenue 
11 110 OF the GoVEENMENT as PEECENTAOE of ToTAI ExieNDnURE <TE) and NoN-DEVtUirMBITAL 
Exiendituee (NDE) (1%1-95) 
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its application becomes lestnctcd. This is 
specially true lor variables like unemploy¬ 
ment rate aiul interest rate, and to a lesser 
extent even the senes on money supply. 
Further, the interest rate vanable may ^ 
fixed by (he government ot the monetary 
authonty and market related intere.st rates 
may not be availabli; for the economy as 
in India. 

The other empirical work investigating 
the relationship betweem domestic debt 
and growth is by Kormendi (1984) 
Kormendi estimates the following equation 
to explore es idence from a cross-scHrUon 
of 34 countiies. about the relationship 
between debt and growth 

MY, -a^*- «iYI, + OjSY + a^SM, 

+ a4MDY, + ocsMEYj + a^MRY, 

+ Cj . .(2) 

where. MY is the mean growth of per 
capita real guess domestic product. YI is 
initial per capita real gross domestic 
product, SY IS standard deviation of the 


growth ol real gross domcsiic prcxiuct. SM 
IS the standard deviation ot money supply 
growth, MDY is the mean ratio ot deficits 
to income (gross domestic product). MEY 
IS me.'in ratio of government expenditure 
to income, MRY is the mean ratio of the 
change in reserve money to income, and 
subscript ‘I* lefcrs to the country j. 

Kormendi hypothesises that for the 
Ricardian equivalence proposition to hold, 
the coet ficient on the variable MDY should 
oe insignincant (04 = 0). On the basis ot 
the cross-country analy.sis for 34 cfHintncs, 
including developed and underdeveloped, 
for the penod 1957-77. Kormendi con¬ 
cludes that Ricardian equivalence holds 
and that debt and growth arc not rclatc'd 

In the case ol Kormcndi (1984) a cross- 
section study of 34 countries cannot he 
expected to yield reliable results The 
sample by Kormendi extends widely from 
the highly developed countnes (the US. 
the UK. Japan and Australia) 10 the under¬ 
developed countries (Sri Lanka) The 
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aggregation of such diverse group of eco¬ 
nomies may not yield a meaning^l result. 
In addition, in equation 2, the variable 
pertaining to deficit, leserve money, and 
expenditure, though scaled by income, 
may be influencing each otherand therefore 
the coefficients may not be robust In the 
absence of diagnostic tests provided with 
the empirical lesuits, the conclusions arc 
not .strong 

III 

Trends in Domestic Debt and 
Economic Growth 

In this section, the tiend in domestic 
debt and growth is pn*senlcd. The n.se in 
the domestic debt in India, according to 
the government, is to finance economic 
development through huge planned inva.st- 
ment. The trend in the share of domestic 
debt in such development plans is also 
discussed The main rca.sons for rising 
domestic debt are two Firstly, the inelas¬ 
ticity in tax revenues, and secondly, the 
already high tax-income ratio. 

The increase in growth of domestic debt 
has been generally higher than tax 
revenue. The domestic borrowing from 
the public" increased by 14.X pet cent 
during 1961-95 as compared with the 
growth oi 14.7 per cent and IS 2 pi‘r cent 
in tax revenue and total expenditure, 
respectively.^ Thu.s, the ratio ot annual 
accruals of domestic debt from the public 
as a per cent of GDP increased more than 
twoiold from 2 5 per cent in 1961 to 6 9 
per cent in 1995. while (ax revenue as a 
ratio of GOP increased from K 9 per cent 
to 16.9 per cent Chelliali (1991) argues 
that domestic borrowing from the public 
has been used for financing the rising 
govemincnt expenditure other than capital 
formation. The major cause of rise in the 
expendituic is the rising outlay on defence, 
interest payments, food subsidies and 
general ^ministration These represent 
broadly the non-dcvelopmental expen¬ 
diture (NDE) incurred by the govem- 
ment '°Thetotal tax revenue of the goveni- 
ment (TTR) as a per cent of non-develop- 
mental expenditure has been declining 
sharply since 1981. while its proportion 
has been generally .stable with regard to 
totalcxpenditurefTF.) Theratioof annual 
domestic borrowing from the public 
(ADBP) as a proportion of the two 
measures of expenditure has consistently 
been rising over the period (Graph 1) The 
higher proportion of taxes required to meet 
non-developmcntal expenditure imply 
incrca.sing reliance on domestic borrowing 
to meet other expenditure, specially tor 
development purposes. 


The growth pattern of domestic debt 
does not show any specific application of 
the tax .smoothing principle in the Indian 
context This is substantiated from the fact 
that the growth rate of domestic debt does 
not show any substantial increase during 
1962-63 IGoI 1963:5], 1965-66 IGoI 
1966:1) and 1971-72 IGoI 1972 1, 44], 
the three years during which India had a 
war with its neighbours across its borders. 
In addition, since 1981 the rate ot growth 
in domestic debt is con.sistenily higher 
than the tax rate. Rather, in the Indian 
context, domestic d^t is taken as a finan¬ 
cial instrument, per se, and has consis¬ 
tently been u.scd to meet the ever n.sing 
govcinment expenditure. It has also been 
resorted to, whenever - for political or 
economic reasons - there is a shortfall of 
financial resources either from taxes or 
g'’neratcd surpluses from public enter- 
piises 

In India, domestic debt held by the public 
recorded a higher growth than gross 
domestic prixluct The ratio ot domestic 
debt held by the public as a per cent of 
GDP nearly doubled from 24 5 per cent 
to 46.8 per cent over the period 1960-95. 
The growth in domestic debt held by the 
public has been higher than that recorded 
byGDPduringmostoftheycars(Graph 2) 
liic sharp increase in growth in domestic 
debt held by the public during 1973 is due 
to the increa.scd expenditure incuried on 
the refugees from Bangladesh,'* the 
consecutive droughts of 1972 and 1973 
and deliberate efforts by the govern¬ 
ment to make good the shortfalls in the 
Fourth Five-Year Plan targets IGoI 1973- 
5-2, 45-53 and 1974.1] 

The sharp dip in the trend growth rate 
of domestic debt held by the public in 
1973-74 needs to be explained. In 1974 
the economy was still recovering from the 
war with Pakistan in December 1971 and 
the related problem of refugees from 
Bangladesh, and the severe consecutive 
droughts recorded in 1972 and 1973 In 
addition, international prices of non- 
ferrous metals rose in 1973, substantial 
increases in the administered prices of 
iron and steel items in Scptcmber-Octob<*r 
1973 were made [Gol 1974:3], and finally 
the oii-pricc shock had its impact in India 
from October-November, 1973 JGoI 
1994 23) Thc.se factors resulted in an 
increase tn the pnee level, 'fhe wholesale 
pnee index (WPI) increased by 26 percent 
between December 1972 and December 
1973 This was in addition to the increase 
of 14 per cent between December 1971 
and December 1972 [Gol 1974:1] It was 
due to these economic reasons that the 
growth in public subscriptions to the 


government boirowing prognunme suf¬ 
fered a sharp decline during the year. 

The growth rate in the domestic debt 
held by the public was especially high in 
1978. This was for politick reasons [Ool 
1979:28]. The political uncertainty in the 
country led to an increase in domestic debt 
to meet the financial obligations at the cost 
of raising tax rates. The annual growth in 
financial resources mobilised through 
domestic debt held by the public increased 
from 18.7pcrcentin 1977 to 23.5 percent 
in 1978, while the annual increase in tax 
collection declined from 10.3 percent in 
1977 to 7.3 per cent in 1978 
The high growth in domestic debt held 
by the public since 1981 is due to the 
robust performance of (he economy and 
the increasing reliance of the government 
on domestic debt. The high growth rate 
in 1994 is especially sharp due to the 
unprecedented scale of open market 
operations conducted by the Reserve 
Bank of India to sterilise the increasing 
liquidity due to rising foreign exchange 
reserves dunng the year, (RBI I994a.6.5j 
and the .shortfall in tax collection.'^ In 
addition, tlw increasing popularity of new 
instruments, like 91-day treasury bills, 
repos transactions, convctsion oi treasury 
bills into dated securities and zero coupon 
bonds, attracted investors from the market 
(RBI 1994b- VII 14-15, VIII 16-23] 
The increasing reliance on domestic 
borrowing and rising domestic debt, as 
emphasised earlier, has been justified by the 


Tabu 4 AurouiaicssiM Equatiiins oi 
DoMKsne HiBr anu Gross Uomi.stk- IStoinicr 


CuettiLirm 

fVnendent Variuolcs 

ot Varmbles 

DDP 

DDP* 

GDI- 

(-1) 

0426 

0409 

-0 17? 


(2 6) 

(.3 1) 

C Oi 

Constant 

0016 

0019 

0021 

Dummy 

(2.-5) 

(3 8) 

-0 089* 
(4 4) 

(4 9) 

FPExIO-4 

7 047 

5 472 

2 442 

R'-ad|usted 

0156 

0480 

-0005 

S.SE 

0019 

OO'.I 

0 00(> 

h slat 

1 187 

1 054 

«« 

i.M test 

17 197 

0939 

4 33K 

Chow test 

0698 

-t 428 

0491 

G-Q test 

2714 

0 6264 

1 041 

F-stat 

6 551 

14 861 

0 H6‘- 


Nott \ DDP is doinesiiL debt held by the pubi ii- 
GDP w gross domestic product, 

• Dummy at year 1974 
+ refers to the tag values 
** cunnot be computed 
Figures m parentheses are the t-valuf' 
LM lest IS the Jaique-Bera asymploii 
LM nnrmaliiy lest fw the residuals 
Chow test with IS and 16 degrees «l 
freedom. 

G-Q IS ihe Coldfeld-Quandi test with • *' 
and 14 (' 12 and 13) degrees of freedo-n 
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government on the rationale of flnancing 
economic development. The country's 
economic development is being planned 
through the fivc-yeai plans initiated in 
195). The initial high external borrowings 
have not been available since the Fourth 
Plan (1 %9-74), and since then, increasing 
reliance has been placed on domestic bor¬ 
rowing rather than on generaung financial 
resources through taxation or surpluses 
from the public sectoi (Graph 3). In the 
Eighth Plan, the emphasis is to reduce the 
increasing dependence on borrowing 
witnessed in the Seventh Plan and the 
annual plan (1990-92). 

The share of the public sector has been 
nsing over the planning period. The annual 
growth in GDP onginaung in the puhlic 
.sector has been more than that in the 
private sector (Graph 4). 

The data available since 1961 reveal 
that the share of gross domestic product 
onginaiing in the public sector increased 
from lO.Opercentin 1%I to 27.3 percent 
in 1995 (Table 1). In the case of domestic 
capital formation, the role of the public 
sector improved from 7.0 per cent in 1961 
to 9.7 per cent in 1991 but has declined 
to 8.8 per cent in 1995. 


Years 

—I’nvaie 

IV 

Tests of Cointegration and Granger 
Causality 

In the case ot tests for coinusgration, the 
Engle-Granger cointegration test has been 
employed, as suggested in Engle and 
Granger (1987) This test of cointegration 
is used in view of its simplicity to compute, 
and Its widespread application in economic 
literature ThcEngle-Grango^testinvolves 
a two-stage modelling strategy In the first 
stage, the long-run parameters are esti¬ 
mated by running a static regression in 
levels and testing tor the null hypothesis 
of no cointegration by a Dickey-Puller test 
for a unit niot in the residuals, or by one 


of the other methods described in Engle 
and Granger (1987). If the residuals fail 
the test, the series do not have a 
cointegrating relationship. Otherwise, in 
the second stage, the residuals from the 
static regression are used as an error 
correction term in the dynamic, first-dif¬ 
ference regression. 

Thus, the static regression of the two 
series, x, and y,, which arc 1(1), is run on 
levels, 

Yi = a„ + a,x, + ..(3) 

and then, the residuals e, arc tested for 
stationanty. If x, and y^ are nut cointegrated, 
any linear combination of them will be 
non-stationaiy, and hence the residuals,e,, 
will be non-stauonary. In the empirical 
section, the Engle-Granger cointe^tion 
test is used to investigate the long run 
relationship between domestic debt and 
growth. 

In this article, the causality test suggested 
by Granger (1969) is estimated. In the 
cmpincal sections the concept ol Granger 
causality is used to determine the direction 
of causality between domestic debt and 


Tabus 6 ENOLl-GRANaFXClIINnUIIAIKINTEST 
FOR DOMESnr Dr BT AND GRUVmi 


Regressond 

Test Statistic 

Ri 

DW 

GDP 

T-Test<« 



Equation 1 

-1 99 (2) 

0 970 

0 349 

Equation 2 

-2 19 (2) 

0 978 

1 208 


Nntft The test is run in Shorain The two 
cointcgnitmg regression rsjuatinns tm 
Equation I GDP, = On «|DDP, 4 g, 
Equalion2 GDP,=.a„4a,t4a2nDP,4p, 
‘where, GDP IS gross domestic product, 
DDP IS domestic debt held by the public, 
and t IS ihc tune trend 
Equation I is without trend and Equa¬ 
tion 2 IS with trend 

GDP and I7DP are in levels A lest for no 
cointegration is given by a lest for untt root 
in the estimated residuals, p, the aug¬ 
mented Dickey-Fuller regression for the 
untt root IS -i-i^PiAli .j-i-'ir, 

Test statistics reported in the Tabic is a t- 
mtio for {Iq = 0 (the t-te$l) 

T-iest with no constant and no trend 
Figures in parenlhe.scs are lag values 
chosen on die basis of the AlC entena 


1abu. S Minimum Final PuiCHcnoN Error and tio: Optimal Lac 8TRiic*niRLS or DuMUiir Dun 

AND Gross Domissiii- Prodii(t 


Dependent Vanahte 

Auto Lugs 

Independent 
Vanable (IV) 

Lags ot IV 

FPExlO* 

DDP* 

1 

GDP 

1 

4 774$ 

GDP 

1 

DDP 

5 

2 480$ 


A/ofes FPE refers to the final predtciiun error DDP is domestic debt held by the public GDP is gross 
domestic product 

* Includes a dummy for the year 1974 

$ FPE in this equation is greoier than the FPE denved from the respntive autoregressive 
equation ol the dependent vnnable presented in Table 7 
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economic growth This test is based on the 
procedure, not actually suggested but 
implicitly contained, in Granger (1969). 
Thistestis.simpleandtheiefoa*cxtensivety 
used in empirical literature. The test can 
be bnefly explained a.s follows. Let X, and 
Y, be two stationaiy time series. The test 
then can be explained by the following 
model 

m ni 

and 

..M) 

where, the error terms, e, and Ht 
assumed to be uncorrcluted The lag tei m. 
m, is assumed to be finite and shoitei than 
the time series. The test is sensitive to the 
lag length hut Hsiao( l9XI)sugge5tsa!>imple 
method to select the lag length (dhscussed 
later). The dcnnition of cau.sality would 
imply that Y, is causing X, (Y, -4X,), if 
some IS signiticant. Similarly, X, is 
causing Y, (X, -»Y,), it some is not 
insignificant. It both events occur, then 
feedback relationship exists between the 
two variables (X,*-»Y,) 

The selection ol the appropnatc lag 
length ot the variables m the equation is 
important for the Gianger lest as it is 
sensitive to the lag length Hsiao (19X1) 
suggests a solution to the lag selection 
problem through the use oi I inal pmdiclion 
error(FPE)of Akaike (1969) Hsiao argues 
that the method of FPE is nibust .is il 
balances the risk ansing out of a bi,is when 
a lower order is selected and the risk due 
to increase in variance when higher order 
IS selected This sek>clion pna'cdure allows 
a vanabie todepend on usubset ot vanublcs 
under consideration and allows each 
variable to enter the equation with a 
different lag Thornton and Batten (I9XS; 
examine three diflca-nt methods ot lag 
selection forcausality tests. The.se methexis 
are the Hsiao's (1981) FPE priKcdurc, the 
Bayesian estimation ciitcrion outlined hy 
Gewckc and Mcese (1981), and the 
technique sugge.sted by Pagono and I lartlcy 
(1981). Thornton and Batten conclude that 
the FPE entenon performs well m the 
selection of an appropriate model 

V 

Data Ba.se and Methodology for 
Empirical Estimation 

The two data series which have been 
u.sed in the empirical estimation are the 
income variable and the domestic debt. 
The income variable, used to leprcscnt the 
growth 111 the c* imeslic economy, is the 
real gross domestic product at factor cost 


at 1980-81 prices. The series on domestic 
debt is the par value of domestic debt held 
by the public, excluding debt held within 
the government and the Reserve Bank of 
India Hie debt scries is deflated using the 
GDP deflator (base 1980-81). The two 
data .senes u.sed in empincal estimation 
are specified in logs. 

'fhe pciKxl for this study is 1959-95 due 
to the con.si.slent availability of data on the 
ownership pattern of domestic debt held 
by the public only from 1959 onwards 
'liie annual data on domestic debt for the 
penod IS avaiiabicin different publications 
of the Re.serve Bank of India -both annual 
and monthly. The data has been collected 
and compiled through such published 
.sources of the bank. The annual data on 
gloss domestic product is available in 
diltercnt publications of tiie goveninient 
oi India The data on a quarterly basis on 
gloss domestic product is not available tor 
India Therefore, the study is based on the 
annual senes 

The data senes to be used tor estimation 
of the causality test arc rcquirod to be in 
covariance stationary form There are 
various methods to achieve sialionarity in 
data, the most popular being the u.se ot 
.id hoc filtei s [Sims 1972} and dif Icrcnciiig 
ot the time senes To test lor sialionarity 
< li the senes, this study has used the concept 
ot unit nxils (Table 2). TTie results reveal 
that the iirst diilerences of the two data 
senes in logs arc stationary The data senes 
on gross domestic prixiuct is stationary 
at the significance level of I per cent 
but the data senes of domestic debt held 
by the public is stationary at the 1 and 
5 per cent levels of significance, with 
trend, and without trend m the equation. 
R'spectively 

In the empirical work, the lag length lor 
each vat table has been determined by the 
FPEci itci ion '' The sequential procedim-, 
suggested by I Isiao (1981), was employed 
to select tlx* lags in the two vanabie (x, y) 
case Tlie maximum lag length with which 
this .study explored the FPE’s is five yeais 
lor autoregressive lag as well as lor lag 
Ol the manipulated variable The 
minimum FPE's m each series are high¬ 
lighted in Table 3 

Hsiao ,19X1-95 fn 5) suggc.sts that no 
further residual analysis is required as the 
I'TE fomiuia is derived under the a.ssiimp- 
lion that residuals are white noise. How¬ 
ever, in the specification tested here, 
domestic debt held hy the public exhibits 
ahnormalitv m the residuals (Table 4). 
The tesidual plots of the time scries 
exhibit an outlier at 1974. This outlier is 
easily explainable in terms of the unusual 
fail in the domestic debt held by the 


public in 1974. An attempt to conect this 
outlier with a dummy yields good results 
(Table 4). 

The lag lengths of the independent 
(manipulated) variable that enter the equa¬ 
tion, determined by the FPE criterion, are 
presented in Table 5. In both the case.s. 
FPE of the equation, including the 
manipulated vanabie. is mrae than that 
den ved from the respective autoregressive 


Tabu 7 Cranoer Causacity Ttsr Domeshc 
Ofbi ANuGRovmi 


Coefficient 
on Lag of 

Number 
ot Lags 

s 

Dependent Vanabie 

JUUEi_GDEl 

^ 4 

DUP 

(1) 

0 407 

0 132 



(2 8) 

(1 2) 


(-2) 


-0 191 




(1 5) 


( 1) 


0 268 




(2 1) 


(-4) 


0 298 




(2 2) 


( 5) 


0 247 




(2 1) 

GDP 

( 1) 

0 007 

0 (Ki6 



(0 0> 

(0 1) 

Conslaiil 


0 019 

0015 



(5 0) 

(2 71 

Duininy 


-0 090 




(4 M 


R- Ad| 


0 461 

0 114 

.SSh 


0 011 

0 (M)5 

h stai 


1 IKK 

1 

LM Test 


0 965 

2 481 

Chow lest 


-0 914 

0 197 

G-Q Test 


0 702 

1 657* 

F stat 


9 554 

1 644 

F-siat dv 


0 001 

1 776 


NiHe\ IiDI' IS donx'slx. debt held hy Ihe piibliL 
and TiIlP is ginss domestic pniduc* The 
vanahtes ate in fiisi differences refers 
to the lag values ' cannot be kompulcd 
F'lgures in parentheses are the t values 
1.M Test Is the Jarque Hera asyinplotx 
I .M nnniiality lest toi the restdi als Chow 
Test with 15 and 16 degrees o> freedom 
G-Q IS the Goldfcld-Quandt Trsi with 11 
and 12 (-f 8 and 'M degrees nl Ireedum 
r stui V' lest tor the values of Ihe 
independent variable S FPE in this 
cquutioii IS gieater than the F*’E denved 
ftom the respective autoregressive 
equation ot the dependent variable 
presented in Table 4 

TsBiL 8 .Summary of Owkcuskins Emikoing 
FROSI IID. GRAN(a.RCAUSAUIV TEST 


Null Hypothesis P-stal p-valuc Conelusiuo 

DDF-* Grip 0(M)l 0 98061 No 

GUP-tDDP 1776 0 1.560.1 No 

Nolen refen to the direction of Granger 
causality liDP is doimssiic debt held by 
the public and GDP is gross domestic 
product F-stot tests for the signiricance 
of the coefficienls of the independent 
vanabie in the equation p-volue leters 
lu the probahilily value of the F-stal 
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equKion of the controlled variable. Hsiao 
(1981) suggests that in such cases the 
autoregressive representation of only the 
controlled variable is appropriate. How¬ 
ever. in this study, in both cases, the 
coefficients of the manipulated vanable 
are insignificant, supporting Hsiao’s 
hypothesis (such cases are inaiked by *$’ 
in Tables 5 and 7). 

VI 

Empirical Results 

The increase in domestic debt in India 
has largely been to encourage economic 
development and growth. In the short run 
the two may not show a relatioaship and 
may dnft apart due to vanous economic 
and political reasons. But in the long run 
these two senes .should exhibit a riose 
relationship.'^ Therelore, the long-term 
relationship between domestic debt and 
economic growth is inve.stigated here, 
using the Engle-Grangcr cointegration 
test. 

The two data senes of domestic debt 
held by the public, and gross domestic 
product, are Id) as examined in Table 2. 
Therefore, the two sei ics can now be used 
for the cointegration test. The results of 
the Engic-Granger cointegration tc.st'^ 
based on the augmented Dicky-Fullei 
icgresiiioncquatiun loi the residuals reveal 
that the domestic debt held by the public 
and economic growth ate not cointegrated 
(Tabic ITic cointegrating regression 
Durbin-Watson (CROW) [Sargan and 
Bhargava 1983) value is also low at 0 349, 
which fuithcr substantiates the ab.senec of 
the cointegrating relationship between the 
two variables. 

The empincal estimations of the equa¬ 
tions arc presented in Table 7 The 
equations arc robu.st .ind tirc sign of the 
sum of coeiricients is appropriate In the 
case of the equation with GDP as the 
dependent vanable tTablc 7), the h-statistic 
IS high, though the LM stati.stic, a vanant 
of Brcusch and Pagan (1980), does not 
detect any autocorrelation. However, the 
Cochrane-Orcutt correction for autocor¬ 
relation also yields asignificant F-.statistic, 
implying similanty in the results and the 
direction of causality 

The summary results are presented in 
Table 8 The re.sults substantiate the con¬ 
clusion derived from the &iglc-Granger 
cointegration test. In the case of Granger 
causality the results indicate that the 
domestic debt held by the public and 
economic growth are not causally related. 
The result is similar to the conclusion 
derived by Kormendi (1984) from the 
sample of 34 countries. 


vn 

Effect irfUnanticipaled Change 

In the empirical work, under rational 
expectations, it is considered that un- 
anbeipated components of the fiscal vari- 
ablescaneffect the real sector [Bairo 1980a]. 
Extending the same logic, the relationship 
between the unanticipated component of 
dome.stic debt held by the public and 
economic growth is analysed in this sec¬ 
tion, using the Granger causality test. 

The unanticipated component of do¬ 
mestic debt IS derived as the error term 
of the autoregressive equation of the 
domestic debt held by the public. The 
appropriate autorcgrcs.sive equation of 
domestic debt is (knved in Section V. 
using the minimumFPEcriterion (Tabic 4). 
The equation is specified in first differ¬ 
ences of the .senes in logs. The error term 
of this equation is being considered as the 
unanticipated component of domestic debt 
and is used m the estimation of the Granger 
causality tests Given the following 
autoregressive representation of the do¬ 
mestic debt held by the public,'* 

DDP, = a„ + «|DDP,_, + D + e, .. (5) 

where, DDP, is domestic debt held by the 
public, and D is dummy at 1974. DDU, 
isthcunantiLipatedcomponentof domestic 
debt held by the public, denved as the 
residual (E,) Ironi equation 5 

The unit root test for statioiiarity oi the 
unanticipated domestic debt held by the 
public (DDU) shows that the scries is 
.stationary (Table 9). The data series for 
GDP, as already discus.sed in .Section V, 
is stationary in first differences. 

In the cmpiiical work, lag length lor 
each variable has been determined by the 
FPE entenon, as discussed in Section V 
The maximum lag length with which we 
explored the FPE's is five years, for auto¬ 
regressive lag as well as for lag of the 
manipulated vanable. The minimum FPE’s 
in each senes arc highlighted in Table 10. 

The autoregressive lag structure of the 
unanticipated scnc.s. on the basis of the 
minimum FTE is same as that in the case 
of domestic debt However, as in the case 
of domestic debt, the residuals are not 


Table 10. FPE op AinoBEOiiEsswe Process ran 
UNANTinPATBD DOMESTtC DEBT AND GDP 

No of FPExlO-4 


DDU 

GDP 

3 

7 178 

2 442 

7 316 

2 497 

7 827 

2 659 

8 I4t 

2 681 

8 477 

2 860 


Note DDU IS the unantu'ipated component of 
domestic debt and GDP is gross domesUc 
product 

Table It AuTOHiuiussivr EtpiAnoNs or 
UNANnciPAirn DoMcsnc Dhtt ani> GDP 


Coefficient 


Vanables 


on Vanabics 

1 

DDU 

2 

DDU* 

3 

GDP 

4 

(-1) 

0097 

0 089 

-0 172 


(0.5) 

(06) 

(iO) 

Constant 

0000 

0 003 

0 021 

Dummy 

(0 0) 

(07) 

-0 089* 
(44) 

(49) 

FPE.'10-* 

7 178 

4 247 

2 442 

Adj 

-0 023 

0 3.59 

-0 005 

SSE 

0019 

0011 

0 006 

h slat 

1 

1 034 

1 

LM Test 

18 86.5 

1 530 

4 338 

Chow Test 

1 124 

1 276 

0 493" 

G-Q Test 

2 403 

0 579* 

1 041** 

F-stai 

0 296 

9 991 

0 869 

Notex DDU IS the unanticipated Lumponent of 


domeslv' debt and GDP is gnisi domestic 
product * Dummy at year 1974 '-'refers 
10 the lag values 'cannot be computed 

Figures in parenihescs are the i-voiues 
LM Test IS Ihe Jarque-Bcra asymptotic 
LMnunnality lest for the residuals Chow 
Test at with IS and 18 (" It and 16) 
degrees of freedom G-QisIheGoldfeld- 
Quandi Test with Itand I6(# I2aiid IS. 
## 13 and 14) degices of freedom 
Tarii 12 Minimum FPL AND OroMAL La(i 

.STRUCTURtS OF UNANTIOPAnD DoMESnC 

Dtbt and GDP 

DepundcAi Auto Independent Lags FPE«iO~^ 
Vanable Lags VanablctlV) of IV 
I 2 3 4 S 

DDU* GDP 4.SI 15 

GDP DDU 2 343 

Nole\ FPE refers to the FPE DDU is the 
unanlictpoted domestic debt and GOP is 
gross domestic debt * Includes a dummy 
for Ihe year 1974 $ FPE in this equalivp 
IS greater than the FPE denved from the 
respective autoregressive equation of 
Ihe dependent variable presented in 
Tabic 11 


Tabijf 9 .StATKiNARirv OF UNANnaPATEu DoMF-STir Dtbt and GDP Unit Ruots-Auomcntcii 

Dk-kfy-Fijiilr Tisi 


Vanables 


Levels 

First Differences 


C 

CandT 

C 

CandT 

1 

2 

3 

4 

5 

DDU 


- 

-441(1)* 

-5 01(1)* 

GDP 

1 4.5(1) 

-1 24(1) 

-5 03(J)* 

-5 69|l)* 


Notet C = Consiani T s Trend DDU is unantiLipoted domestic debt GDP is gross domesue 
product Figures in parenthesis arc lag values chosen to ensure that Ihe residuals are while 
noise * .Significant at I per cent 
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Tabu 13 CBANcn Causality Test 
Unantktpated Domestic Debt and OOP 


CoefficMiit 

No 

Denendenl Variable 

on Lag of 

of Lags 

DDU$ 

GDP 

1 

2 

3 

4 

DDU 

(-1) 

0101 

0.137 



(06) 

(1.2) 

GDP 

(-1) 

-00-30 

-0261 



(02) 

(1.3) 

Constant 


0004 

0023 



(06) 

(5 3) 

Dummy 


-0090 




(4 3) 


R]-Adj 


0 338 

0010 


0011 

0006 

hstat 


1 369 

1 

LMTest 


1 213 

4 338 

CbowTest 


-0613 

0752 

C-QTesi 


0692 

1 166+ 

F-stoi 


64.37 

1 162 

F-stai9 


00.33 

1428 


AAwm DDU it the unanticipated component of 
domesuc debt and GDP is gross domestic 
product Dummy for the year 1974 
refers to the lag values ' cannot be 
computed 

Figures in parentheses ore the t-values 
LM Test IS the Janpie-Bera asymptotic 
LM normality test for the residuals Chow 
Test with 13 and 18 degrees of freedom. 
G*Q IS the Goldfcld-Quandt Test with 
It and 14 (+12 and IS) degrees of 
freedom F-stattests for the values of 
the independent variable $ FPE in this 
equation is greater than the FPE denved 
from the respective autoregressive 
equation of the dependent variable 
presented in Table 11 


Table 14 Summabv m Conctiisions sbom 
GBAN on Causality Tist Unantktpatui 
Dumestk Debi and GDP 


S No Null 
HvDothesis 

F-siat 

p-value Conclu¬ 
sion 

t 

2 

3 

4 

3 

1 

DDU-+GDP 

0 033 

0 83710 

No 

2 

GDP-+DDP 

1 428 

0 24I4S 

No 


Nous refers to (he direction of Granger 
causality DDU is the anaiiticipated 
component of domestic debt held by (he 
public and GDP is gross domestic 
product P-stat tests for the significance 
of the coefficients of the independent 
variable in the equation p-value refers 
to the probability value of the P-stat 

white noise (Column 2. Tabic 11). The 
residual plot reveals on outlier at 1974, 
explainable in terms of the unusual fall in 
the domestic debt held by the public.'^ 
This outlier is corrected with the use of 
a dummy (Table 11) 

The lag lengths of the independent 
(manipulated) variable that enter the equa¬ 
tion, determined by the FPE criterion, arc 
presented inTable 12. Inonecase, the FPE 
of the equation including the manipulated 
variable is more than thitt derived from the 
respective autoregressive equation of the 
controlled variable (mark^ by *$* in 
Tables 12 and 13). 


The estinuKed equations are presented 
in Table 13. The etpiations are robust and 
yield results similar to those when domes¬ 
tic debt, as such, is considered. In case of 
Granger causality, the coefficients of the 
independent variable are insignificant in 
the regressions. 

The summary results are presented in 
Table U.Theresultssubstantiatetheearlier 
conclusions derived in Section VI. The 
Granger causality test indicates that there 
IS no causal relationship between the 
unanticipated domestic de^andeconomic 
growth. Thus, the results are different from 
those deri ved by Bano (198()b), where for 
the US, unanticipated debt effects growth. 

vni 

Condnsioiis 

In economic literature, two views on the 
rclation-ship between domestic debt and 
growth are prevalent. The first view con¬ 
siders debt to be a burden on future gen¬ 
erations in the long run. The other view, 
popularly called the Ricardian equiva¬ 
lence hypothesis, considns the effects of 
debt to be neutral to the economy. The 
empirical literature is scanty on the issue. 

In India, since the beginning of planned 
development in 1951, the government has 
argued for a high reliance on domestic 
borrowing for investment purposes. 
However, the trend in the growth of debt 
shows that it has been used by the govern¬ 
ment. for economic or political reasons as 
a substitute for the shortfall, in the tax 
revenue and the surpluses generated from 
the public .sector. Therefore, the nse in the 
domestic debt has not necessarily been 
incurred only for investment purposes, but 
has consistently been used as an instniment 
to appropriate financial resources to meet 
(he rising current government expenditure. 

The empirical tests have been conducted 
to investigate the relationship between 
domestic debt held by the public and 
economic growth in India. Cointegration 
and the Granger causality tests ba^ on 
more than three and a half decades of 
annual data, support the hypothesis of 
Ricardian equivalence in India. Finally, in 
consideration of the rational expectations 
hypothesis, the effect of the unanticipated 
component of domestic debt on growth 
has also been nvestigated. The results of 
the Granger causality test show no 
relationship between the series. 

Notes 

(The views expressed la Ihe article are of the 
author and not of the institution The author 
wishes to thank Ross Milbounie, School of 
Economics, University of New South Woles, 
Australia, for research guidance.] 

I The economic logic of domestic debt in the 


Keyaesian setting, applicabte in the short 
nM, u slightly different. Given a iitnatlon 
of ‘excess si^y' and a state ttf 'nnder- 
production', an expansion in aggregate 
demand would lead to increase m output, 
price level and the rate of retum This wotdd 
imply that cunent and future generstions 
wouU be better off due to debt financing. 
Bhnder and Sotow (1973) and Tobin and 
Butter (1980) argue that debt-financed 
government expenAture is expansionary tn 

, the Keynesian sense and even when output 
IS supply constrained. However, the Keynesian 
view IS no longer considered strong in view 
of the inconsistency of Iteynesian economics 
with the conqielitive market economy and the 
optimising behaviour of mtionnl economic 
agents, and its lock of micro-foundations 

2 Appropnate management would require 
consideration of the followmg (a) scale on 
which investmern is undertaken, (b) import 
and export elasticities, (c) purpose fw which 
deficit financuig is used, (d) gestation penod, 
(e) wage rigidity, (f) effectiveness of the 
investment undertaken to bnng about an 
increased flow of consumoble output and the 
penod token for this flow to emerge, and (g) 
measures to keep the price level down. 

3 Bernstein and FWel (1953) argue that the 
model as discussed by Rao (19.33) is too 
simplistic and is possible only m an ideal 
case This process of development through 
deficit financing gencinlly results in increased 
monetary dependence and inflationary 
pressures tn developing counliies They 
suggest, on the other hand, that (he under¬ 
developed counines should depend on foreign 
assistance and capital to enhance investment 
as well os to maintain monetary stability 
Tiuizi ai>d Blejer( 1988) argue (hat developing 
counines arc not ohielo finance a large portion 
of their expenditure through domestiL debi 
and therefore have to resort to external debt 
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(ACM, Press TYust of India) 
The author critically analyses the 
results of the mid-tenn poll held to 
elect the 12th Lok Sabha. The 
reasons of people’s verdict being 
fiactured in this election are traced 
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wMdi then bu varied tmpHcaiions for 
economic development. 

4 The argunnems are os follows (a) In India, 
the proponiun of currency to money supply 
IS higher than in developed countries 
Therefore, the money-supply augmenting 
effect IS lower than the develop»l countnes 
(b) As currency has a lowin' incoine srclouity 
than bank money, the demand-boost effect 

* of deficit financmg is less than in developed 
countries (c) As diverse financial 
intermediaries have not yet developed in India, 
the licpiidity elfeci of deficit financing is less 
than in developed ciniiitnes (d) As the Indian 
economy has a planned pattern of investments 
and as the pace of pnvate investment in fixed 
assets IS largely regulated by industnal 
licensing, exchange allocation and capital 
issues control. India is in a better position to 
choke down accelerative investments, 
pjibculariy in an undcsmdile direction, than 
IS a developed economy (e) As the Indian 
economy has a surplus of ordinary, unskilled 
labour, and also of trained and professional 
manpower, it should be possible to cany 
thiough productive investments without 
facing labour and skill shortages (I) 
Prevalence of wage iigsdity in India 

5 In the Indian context, though planned 
development was initiated in I9.SI, but con¬ 
sistent data on ownership pattern of domestic 
debt ore availaMe from I9S9 lit! I99S The 
time senes with Xl .tnnual obscrvaiians is 
relatively short hut despite this liniilalion, 
coiniegration tests are performed iii the 
einpinrul section 

b The cnticism by Pcsoion (19112) is reg.irding 
the major issik* of chollongc to Keynesian 
economics iiom the classical 
inacroccunuinics 

7 Ihe inodc-Is with the inclusion of the cuncnl 
and lagged unaaliciputc'd effeils have been 
extensively analysed in the literature 
[Lcidcrmon 1980, Atlficld et ol lUKI, Ahel 
and Mishkin 1981] 

8 Excludes the amount of domestic debt Keid 
within tiu* govcminenl and by the Rcscivc 
Bank of India 

9 Data on a consistent basts pertaining to total 
expenditure and lax revenue is available only 
since 1961 

10 The other unportont items of non-devclop- 
menlol expenditure on tax collection charges, 
police, subsidy on controlled cloth, grants 
and loans to foreign countnes, and fnmtiie 
relief (Ministry of Finance, Covemmeni of 
India, 1993. S-41] 

11 The numberofrefugees from Bangladesh had 
reached ten million by December 1971 and 
70 per cent of these were housed m government 
comps (Ministry ot Finance, Govcmiiient of 
India, 1972, p 44) 

12 The sharp deceleroiion in lax icceipis was due 
to customs and excise duties because of the 
slow growth in imports and sluggish indus¬ 
trial recovery, despite measures by the 
gnvemmeni to improve tax buoyancy (RB! 
1994. pp VIIII-4J 

13 In view of some liimtations of the FPE 
crilenon, as mentioned by Schwon (1978) 
and Hannan and Quinn (1979), this study 
expenmented with Akiuke (1974) informalion 
entenon, in oilditiim to the FPE Our analysis 
shows that the two cntcaa determine the same 
Older of lag 

14 Given the nature ol ladion data, it was 
considered appropriate to explore with five 
annual li^ 

15 Though the process of planned economic 


development started in India m 1951. the data 
avulabilky, hosrever. lestncts Ihe analysis 
in this study to a slightly shorter period of 
1959-95 

16 The lest is nin in Shazam 

17 The Engle-Cianger test is criticised to be 
sensitive to the choice of the dependent 
vonable in riniic samples (Dickey. Jansen and 
Thornton 1991] Iherefuiv. this study also 
expenmented with domestic debt held by the 
public. DDP, os the dependent vanable The 
results are consislenl with those reported in 
Table 6 The two senes are not coiniegraied 

18 Excluding debt held by the govcminenl and 
Ihe Reserve Bonk ol India 

19 Refer to Section III fhe outlier m 1974 is 
also present in ihe onginal equation In Ihe 
present case where the residuals from Ihe 
onginal equation are being considered, the 
outlier cun be cxpecled This is because Ihe 
OtS aveniges out Ihe dcvianons from Ihe mean 
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Displaced W(nlca:s and Witheiii^ of Wdfare State 

Ernesto Noronha 
RNShanna 

This article attempts to demonstrate, through a case study, that the ascendancy of new-liberal policies 
has led to the decline of the welfare state and that this has had an adverse effect on the employment situation 
and the lives of workers. 


INDIA'S unemploynirnt problem is being 
aggravated today by some new racion.- 
shifts in consumer demand, mismatches 
between skills and employment needs, a 
shift to low-wage cost production and 
changes in production technology. For 
instance, the sickness of the cotton textile 
industry has been attributed to restrictions 
on loom expansion in composite milLs. the 
promotion of textile production in the 
decentralised sector through fiscal 
measures, stagnation of demand, mis¬ 
management of mills, protection of labour 
in the interest of preserving employment 
through manipulation of the pace of 
modernisation and nationalisation of 
unviable mills, obsolete technology, 
durability of cloth and locational problems, 
among other factors 

Industrial sickness which has been 
gaining ground of late affects both 
traditional and modem industries Between 
theendof I98S and March i99Sthenumbcr 
of sick units outside the small sector 
increased from 637 to 1915 - a three-fold 
increase - while the number of small sick 
units morethandoubled-from 1.18,420 to 
2.68.815. The Economic Survey 1996-97 
states that since May 1987, the Bureau of 
Industrial Finance and Reconstruction 
approved 404 schemes of revival and 496 
proposals for winding up. All this affects 
the emplo)mient of workers. 

The total strength of permanent 
employees in companies like Hindustan 
Antibiotics, May and Baker, Nicholas, 
PTiict, Binny, En>Parry, TVS Suzuki, ICI 
Universal Luggage. Premier Automobiles, 
Dunlop India. Tribeni Tissues, Hong Kong 
Bank, Phillips India, Mimrals and Metals 
Trading Corporation (MMTC) and Steel 
Authority of India (SAIL) has declined 
over a period of time Thus. India today 
IS facing situations similar to those in 
western countries, and the study of 
involuntary unemployment becomes 
relevant. Employers in India, apart from 
cutting wage costs, have tried to limit 
permanent employment as much as 
possible. This article discusses the closure 
of the New Rajpur Mills, Ahmedabad and 
the workers' subsequent experience of re¬ 
employment against this background It 
will try to show that the ascendancy of 


nco liberal policies has resulted in the 
decline of the welfare state and that this 
has had an adverse effect on the quantity 
of employment, the types of jobs available 
and the of lives workers 

MEmODOLOCY 

Four textile mills closed down in 
Ahmedabad in 1994-95. the New Rajpur 
Mills, Ambica Mills No 1, Y S Spinners 
and Aibuda Mills. The first-named was 
ihc only composite mill of the lot, rest 
being spinning units. The survey on which 
lhi.s article is based was restneted to the 
New Rajpui Mills, which was put up for 
liquidation For the survey, a sample .si/e 
of aiound 11 per cent of the workers wa.s 
chosen - that is, 135 of the 1,250 workers. 

A li.st ol workers was drawn up from 
the foims filled in for the payment of 
provident fund. Every ninth and tenth 
workeis were chosen, so that if the ninth 
worker could not be interviewed for one 
mason or the other, the tenth would be 
contacted In all, 76 workers could not be 
contacted owing to non-availability at the 
given address, migration to home town or 
village, wrong address or staying faraway 

The researcher met workers’ repre¬ 
sentatives. who helped obtain the addrcs.ses 
of the sample-respondents. In a few cases, 
the respundents did mk keepappuintments, 
and he had to try again and again. There 
were also a 1 ew ca.ses where the respondents 
were rude and did not co-operate. In .some 
of these cases it was certainly because of 
poverty and the anxiety of unemployment. 
In other cases, the neighbours were 
informed about the re.searchcr*s appoint¬ 
ment and the researcher was thoroughly 
questioned, as there were a few instances 
of mill workers being robbed by strangers. 
However, in most of the cases the 
respondents were very positive in their 
response once the purpose was made clear. 

Tie mam tool of data collection was the 
pre-coded interview schedule. The inter¬ 
viewees were met separately, generally in 
their homes As far as possible, the 
interview was conducted inside the house 
- for about an hour - so as to avoid any 
disturbance. Later on, a discussion was 
held with the leaders of the Textile Labour 
Association (TLA) representing the mill 


workers. The issues discussed with the 
workers were discussed with these leaders 
as well. 

Interviews were also held with the factory 
manager, the production manager and the 
owners of the mill. Apart from this, several 
documents were obtained from the libranes 
of the TLA. the Ahmedabad Textile Mill 
Owners Association and the Ahmedabad 
Textile Industry Research Association. 

Qaisure of the Max 

The New Rajpur Mills (NRM) first 
expenenced a loss of Rs 30 lakh in 1975- 
76. The reasons for this, as stated by the 
owners, were scarcity of finance, the 
obligation to produce controlled cloth, 
lack of demand for cloth resulting in 
massive piling up of stocks, financial 
problems which led to borrowing at high 
interest rates, high cotton prices and 
increases in salancs and expenses. Alter 
this ups and down continued to plague the 
mill Finally, on March 1. 1994 Sharif 
Iduiji Jawrewala, a creditor of the New 
Rajpur Mills filed a petition seeking 
winding up of the mill on the ground that 
the company was unable to pay its debts, 
the quantum of its liabilities far exceeding 
the value of its assets 

The creditor had supplied packing 
cartoons and colours to the respondent 
company between June and Draember 
1993, it was stated. Before that he had 
been doing screen printing work for (he 
mill and becauseofgood relations with the 
company he sold goods worth Rs 68,638 
on credit for which bills were issued. But 
despite repeated requests and demands the 
payment was not made. Moreover, the 
company was irregularin makingpt^ment 
of dues and was not in a position to pay 
Its electricity bills Therefore, a statutory 
notice dated Januaiy 16,1994 was issued 
calling upon the company to pay the out¬ 
standing amount within 21 days or face 
action under Section 434of the Companies 
Act On March 1, 1994 the Gujarat High 
Court admitted the petition filed by 
Jawrewala. In pursuance of this.the official 
liquidatortook over possession of the assets 
and properties of the company the next day 
as provisional liquidator. The petition was 
advertised in Jansatta a Gujarati daily and 
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'■kelnOiafi cxpms lo eiuune ciums to oe 
itdged. 

On March 9, 1994, the high court 
kiimitted a TLA petition which stated that 
he appointment of the provisional liqui* 
jator had been secured by the petitioning 
.leditor in collusion with the respondent 
. ompany and that the company was in fact 
I going concern not required to be wound 
ip The division bench directed the 
provisional liquidatorimmediately to hand 
possession of the assets back to the 
iianagement of the company. Meanwhile, 
*6 claimants lodged their claims before 
he official liquidator. 

The petitioning creditor, feeling 
iggneved by the order passed by the 
Jivision bench, filed a special leave 
ipplication before the Supreme Court. 
After hearing the partiesthe SupremcCourt 
)n May 9,1994, quashed the order passed 
pv the high court It observed that when 
he ‘winding up' petition had been 
ulinittcd. the issuance of a direction tor 
.ending back possession to the mill 
ompany was not proper in the facts and 

icumstances. It directed the provisional 
iquidator lo take back possession ot the 
.iiinpany's assets The apex court also 
.t.ited that though the claim of the 
iviitioning creditui was tor a vciy small 
■mount It had not been disputed by the 
ompany. At the same lime other creditors 
ind claimants have lodged claims to the 
line oi Rs 25 to Rs 26 lakh it was declared 
hat the company was highly indebted, not 

III a pipsition to pay its debts and no longer 
. onomically viable. Accordingly, the 
. impany was oidcied to be wound up and 
'he provisional liquidator was now ap- 
riointed as the liquidator of the company, 
hiicnm relief was lo he provided to the 
.voikcrs. 

In this regard. Roy Chowdhiiry observed 
; 1996) that not only did NRM close down 
>11 an extra-legal manner and with the tacit 
.onnivance of the state government hut 
the closure also represented an anti-labour 
jiiocess that was gcncully involved in 
such exits. 

Si xty-t wo per cent of the workers stated 
that the union had done nothing to save 
the mill. The TLA’s response to the 
ohcnomcnon of closure had been to accept 
It as fait accompli and lay stress on the 
piovision of intenm relief and some kind 
oi employment to the displaced workers. 
It only helped workers to file lecovety 
tpplications for gratuity and retrenchment 
• oinpensation and negotiated with the 

IV ginnal provident fund commissioner for 
'll*, payment of provident fund to the 
'•vorkers with interest [Roy Chowdhury 
'996]. 


wnn regoia to NRM, the union leaders 
stated thM they had agreed to retiench- 
ment, the shutting down of the automatic 
looms, the introductionof new technology 
and the sale of machinery so that closure 
could be prevented and workers could 
continue to get work in the declining textile 
industry. They said it would have been 
foolish to strike work in the circumstances. 
The management stated that the union was 
co-operative and efficient. 

As soon a.<i the TLA leaders came to 
know that the liquidator had gone to take 
possession, they rushed to the mill and 
demanded a two-day freeze of such action. 
Later, one of the leaders led a protest 
procession to the mill-owner's resictence 
and the high court demanding reopening 
of the mill. The TLA also filed a writ 
petition in the high court calling upon it 
to review the order 

Subsequently, the union filed a petition 
in the high court demanding the setting 
up of a sales committee to ensure that 
woikers received dicii dues. The committee 
was set up, and the workers were paid the 
wages due lor r-ehiuary 1994. The TLA 
ai.so took active interest in helping the 
workers to get then pi evident fund dues 
and the interim reiiel of Rs 1,000 per head. 

The response of the government to the 
closure ol NRM was that the labour 
minister visited the mill. He assured the 
workers that the mill would be reopened 
but nothing came ot it. However, the 
government gninicdRs 1,000immediately 
as interim relict Besides this eveiy political 
party tned to woo the workers by making 
false promises during the assembly 
elections Some workers attributed the loss 
ot the Congiess in the elections in the 
labour areas lo their failure to reopen the 
mills The BJP government too assured 
the workers that it would solve their 
problems but they seemed lu have failed 
to do so. Howcvci, the government is 
considering the AhmcdabadRegcneration 
Scheme which would provide for re¬ 
employment opportunities for displaced 
workers. It is also through its institution 
like the Gandhi laibour Institute providing 
for retraining ot the displaced NRM 
workers under the NRF scheme. Thus, il 
can be. seen that the government response 
to') was inadequate. 

Re-Emis oyment Process 

The NRM was clu.sed down in March 
1994 The re.scaicher conducted the 
interviewsin June-July 199S, that is, about 
IS months after the closure of the mill. 
The duration ot unemployment therefore 
pertains to this IS months period. Some 
of the respondents immediately searched 


tor alternative jobs, thereby reducing their 
spell of unemployment. Among them were 
six workers who. even prior to the closure, 
wereengagedinotherpait time jobs. Three 
other workers got new jobs without losing 
any time 


Tablf I' DinAniiN OF Unemflovment 


Months Unemployed 

Nool 

Woikers 

Peruentage 

Nil 

9 

67 

Month or less 

18 

I.3..3 

2-4 months 

34 

2.5 2 

5-7 months 

16 

11 9 

8 - to months 

7 

,5 2 

11-14 months 

15 months or more 

B 

5.9 

(still unemployed) 

4.3 

31.8 

Total 

135 

1000 


Tablt 2 Kind or Jobs Looked For 


Kind of Job 

No of 

Percentage 

Workers 


Similar to NRM job 

76 

71 1 

Any |nb with same wages 

12 

II 2 

Any job at all 

17 

15 9 

Less strenuous work 

1 

,9 

Matching quatificalinns 

1 

9 

Total 

107 

1000 


Tabu 1 Impcihments so Job Sfari h 


Impediments 

No of 
Workers 

Percentage 

No of jobs available 

38 

35 5 

High age 

14 

n 1 

Rclucianoe to employ millhonds 16 

15 0 

Low-paid jobs 

62 

.579 

Poor working laindiuons 

20 

187 

Lung distance lo be Iraveised 10 

93 

No influoice 

3 

28 

Lack of skills 

22 

206 

Strenuous work 

18 

168 

Total 

107 

1000 


Table 4 Exflanaiions of Unemfloymikt 


Reasons 

No of 

Percentage 

Workers 


No |obs available 

9 

209 

Higher age 

14 

32 6 

F.mploycr reluctance to 



employ rmll worker 

7 

16 3 

Low-paid jobs 

21 

48 8 

Poor working comiition 

5 

116 

Disiance to be travelled 

1 

70 

laick of skills 

8 

186 

Strenuous work 

10 

23 3 

Illness 

6 

14 0 

Lack of security 

2 

47 

Lack of education 

2 

47 


Tabu S Major .Seciors of Rehirinc, 


Sector 

No of 
Workers 

Percentage 

Textile 

31 

33.7 

Service sector 

25 

27 2 

Self-employment 

20 

21 7 

Others 

16 

174 

Total 

92 

1000 
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A whopping 38 perccntof the respondent 
workers remained unemployed for morn 
than 10 months. Of these. 32 per cent 
remained unemployed on the interview 
dates. Another 11 percent remained jobless 
for eight to 14 months. In contrast. 2S per 
cent of the respondents faced only two to 
four months of unemployment, aiid 12 per 
cent remained unemployed for between 
five and seven months The remaining 20 
per cent faced not more than a month of 
unemployment (Table I). 

Twenty-three of the43 respondents who. 
even IS months after the closure ot mill, 
remained unemployed had searched for 
new jobs but could nut succeed Sub.se- 
quently they preferred to retire, assuming 
that owing to their advanced years they 
would not get jobs. Among the remaining 
unemployed, four workers were under¬ 
going retraining under the National 
Renewal Fund (NRF) scheme. 

Job PREFTKENrES 

Most of the NRM workers who searched 
for jobs were not driven by desperation. 
71 percentsearchedforsimilarjobs Only 
15.9 per cent were ready to take up any 
job irrespective ot wage levels while II 2 
per cent wanted jobs with the same 
quantum of wages as their NRM jobs. 

Inrespecuveofthejobprefercnces. when 
the workers looked around foremptoyment 
they were confronted with low paid jobs. 
Over half of them peneived the low wage 
levels as the maincunsiraintintheirpursuit 
of jobs. They were well aware ot their own 
limitations, low education, low level of 
skills and growing age Another third of 
the workers held that jobs were not avail¬ 
able in the market. Among the other con¬ 
straints encountered were poor working 
conditions and phy.sically tiring jobs 
aable 3) 

“While searching for a job" said one of 
the respondents, “I never had time to come 
home to have my afternoon meal. I just 
roamed around various work places on a 
bicycle " 

Another respondent said “1 tned to work 
in Gujarat Bottling Plant. But as I was not 
used to such work. I injured my hands and 
legs frequently. As if that was not enough, 
no payment slips were given. In disgust 
Ileftthejob I am now working as a helper 
but have to do ail sorts of odd jobs. Being 
in need. I can’t say ‘no*. I also tried selling 
sarees but as relatives used to come and 
take the sarees at low cost. 1 could not 
afford it 

“I tried other jobs too like diamond 
polishing but I could not manage as I have 
worked in a mill for so many years. If I 
go tor training I cannot earn enough. Even 


after working for three shifts I cannot get 
Rs 2JX30. SomethnesI woik for three days 
continuously doing different jobs in the 
factory. 1 also went to Dholka town for 
a job. I left at 9 am and came back at 11 
pm. I did not get conveyance uid had to 
walk it out." 

Nearly half of those still without jobs 
at the time of the interviews believed that 
the main reason for unemployment was 
that only low-paid jobs were available. 
Another third of the respondents stated 
that their advanced age was an important 
reason for their remaining unemployed. 
Some workers considered the unacceptably 
strenuous nature of the jobs avail^le as 
the mam reason for their unemployment. 
For a fifth of these workers, no jobs were 
available. Other reasons perceived by a 
(e w respondems were; lock of the requisite 
skills, reluctance of employers to recruit 
displaced mill workers, illness, poor 
working conditions, longdistance between 
home and woikplace, lock of education 
and lack of job security (Table 4). 

Though jobs were available in Ahmeda- 
bad. for textile workers they were probably 
available only in the powerioom sector 
.Such jobs were strenuous, without setninty, 
low-paying and attended by poor working 
conditions. The following statements of 
a few respondents express the frustration 
and tension of remaining unemployed. 

“You may see God but you can’t gel a 
job on this earth". 

“When I first came to know about the 
closure I felt lost. I regret having taken up 
a mill job as it undermined my sight as 
well as my opportunities. Now Ican’l take 
up a job like diamond polishing." 

'Tt^ay you need influence even to get 
work for a dav. Masons only take you if 
thi 7 know you. We can get mill jobs only 
with the help of donations." 

“If wc (younger men) cannot get work, 
how will the older ones get it? I have been 
doing lemporaiy jobs very often. Nobody 
needs us. I consider myself a third class 
person ” 

The 92 respondents who had secured re¬ 
employment by the time of the interviews 
found their new jobs ’lousy’ compared to 


ftidr NRM jobs. Nemiy half of them got 
into the seif-employment and die service 
sector, white the textile sector (poweriooms 
and process houses) on its own provided 
employment to nearlyathitdof the woikers. 
Other sectors accounted for 17.4 per cent 
of the re-em|doym«nt (Table S). 

The NRM workers not only got re¬ 
employed in unskilled and temporary jobs 
but also experienced downward skidding 
in skills, with only a few retaining tiK 
previous job status. 

More than a third of the unskilled (at 
NRM) workers renuiined unemployed IS 
monthson. A larger proportionof unskilled 
(at NRM) workers remained unemployed 
than skilled ones. Only one unskilled 
worker succeeded in getting a skilled job. 
Therenksofthenowself-employedinclude 
almost equal proportions of formerly 
skilled and unskilled workers. In the service 
sector, there is a larger proportion of 
formerly unskilled than formerly skilled 
workers (Table 6). 

As perceived by the respondents, abbut 
a third of them got the jobs due to their 
skill and experience at the NRM. In 
contra.st, the expenence at NRM was of 
no help to 68.5 per cent of the workers 
for getting a new job. This may be because 
of the lack of jobs in the organised textile 

Table? Whether Job Is Recular 

Response No of Percentage 

Workers 

Yes 60 65 2 

No 32 34 8 

Total 92 1000 

Table 8 Perceived Reasons rw Low Job Status 


Reasons No of Percentage 

Woikers 


in teims of remuneratioin 

45 

.57 6 

In terms of status 

1 

1 3 

In terms of status and salary 

2 

26 

In terms of working condition 

4 

5 1 

hi lerms of job secunty 

7 

90 

In terms of other beneftiB 

8 

10.3 

Sireneuous work 

4 

5 I 

Long hours of work 

6 

77 

No knowledge of job 

1 

i 3 

Total 

78 

1000 


Table 6 Changes in Job Status 

Job Desienalion at NRM 


Present Job 

Skilled 

Unskilled 

Admimstraiive 

Total 

Unemployed 

35(32 1) 

7 (36 8) 

104.3) 

43(31.9) 

.Skilled 

24(220) 

1(5.3) 


25 08.5) 

Unskilled 

9(8 3) 

1 (5 3) 


10(7 4) 

Adminisirauve 

- 

- 

6(85 7) 

6(4.4) 

Self-employed 

15(13 8) 

3 (15 8) 


18 03.3) 

Service sector 

26(^3 9) 

7 (36 8) 


33 (24 4) 

Total 

109 000) 

19 000) 

7 000) 

135(100) 


Naif The figures in brockets represent percentages 
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sector and the paucity of skilled jobs in 
the unorganised sector. Even those who 
got jobsindie textile sector were employed 
m powerlooms or pnx:essing houses. 

Two^hitds of the respondents stated 
that they got jobs which were not regular 
inthelongninbutthattheyhadexpericnccd 
no significant breaks in employment. The 
rest were engaged in jobs which were 
casual and not regular (Table 7). This 
further shows that job security is the first 
casualty confronted by displaced workers. 

As many as 84.8 |)er cent ot the 92 
respondents considered their present jobs 
inferioi to the jobs they held at NRM The 
reasons perceived by them for the low 
.Status of the new jobs are* low wages (37.6 
percent), .strenuous work with long hours 
(12.8 per cent), low terminal benefits (10 
per cent) and irregularity of jobs (9 per 
cent). Thu.s, low remuneration is the most 
important reason identified by the 
respondents for perceiving the new job as 
intenor (Table 8). 

“I never wa-shed cups before", said a 
respondent *‘My pre.sent employer now 
ukes advantage o( my difHcuity. I have 
to work on holidays and even .scrub the 
doors. He docs not exen a.sk me whether 
1 have had my lunch Instead, he sucks my 

hl(KX) " 

Otiici lespondents have similar com¬ 
ments to make 

"Mill workers are worse than mules 
Even a mule fetche-s more income by 
k-arrying loads up and down ” 

"ilie new job has long working hours, 
which haidly gives me time to interact 
w’lth my children ” 

“Wc don’t sign vouchers for our pay: 
and the payment is mu made on time, and 
we are .shouted at.” 

"The present job is not a job ol my 
liking I am ju.st pa.ssing time There are 
no benefits such as allowances for boots, 
cloth, bicycle and so on " 

“My wile IS ill and private hospitals arc 
very expensive. Previously, the medicines 
we got from the Employees’ State Insur¬ 
ance Scheme (ESIS) helped us quite a bit ’’ 

One of the major factors that pertain to 
the perceived status of the new jobs is poor 
remuneration. 

In the present sample, more than half 
of those who got new jobs earned only 
between Rs 500 and Rs 999, while a little 
more than a fifth earned between Rs 1 ,(XX) 
and Rs 1,499 Only 12.5 per cent earned 
Rs 3.500 or so. while the remaining 7.7 
per cent earned between Rs 1,500 and 
Rs 3,499 A clo.ser look at the table reveals 
that around 82 per cent of the respondents 
had earned more than Rs 1,500 at NRM 
while after closure amund 86 per cent of 


the ie<employed respondents earned less 
than Rs 1,500. Thus, the woikers mcuired 
loss of income on re-employment. On an 
averagethe reduction wasRs865 (Table 9). 

The loss of income affected more than 
three-fourths of the re-employed workers. 
Many of them (30 8 per cent) reported a 
loss of up to Rs 1,000 a month. A fourth 
suffered a loss ol Rs 1.500. A few workers 
reported losses to the extent of Rs 2,000 
to Rs 2.500 a month Only one-tenth of 
the workers neither lost nor gained. An 
equal number reported gams in income on 
rc-employmcni (Table 10). 

Workers in the organised sector are 
pnvileged in comparison to their counter¬ 
parts in the unorganised sector. It is not 
surprising therefore that respondents 
complain about long working hours in 
their new jobs vi.va-vis their old ones. 

More than a third of the re-employed 
workers complainiHl ot long strenuous 
working hours (10 hours or more). The 13 
per cent who woiked lor less tiun eight 
hours or the 4.3 per cent who worked for 
indefinite periods were those who had no 
regular jobs (Table 11) 

The dissatisfaction with the present 
jobs got reflected m a keenness to seek a 
change Aboul two-thirds of (he re- 
cmploycd respondents wanted to change 
their jobs. 

The reason given by nearly twivthirds 
ol the respondents tor de.sinng change ot 
jobs was the low income from the present 
job One-fifth ot the respondents sought 
the change foi hettei prospects. The few 
remaining workers identified factors like 
long travelling hours, poor working 
conditions and menial nature of jobs tor 
liicir seeking a change (Table 12). 

COPIN'C. Wllll DlSPLAnMENI 

The NRM workers received only a 
meagre relief amount of Rs 1,000 each in 
addition to then provident fund money. 
The PF was received only a year after (he 
closure. This hod a harsh impact on the 
lives ol workcis 

At the NRM about (wo-fillhs of the 
workers received provident fund dues 


amounting to more than Rs 50.000 each. 
Less than a fifth received up to Rs 9.999 
each (Table 13). 

As PF money was the major amount 
received by the NRM workers, it would 
be useful to know the main items on which 
it was .spent as it could possibly reflect the 
Tabu- 10 Inoimi Gain ur Ijm hum Present Job 


(Kupefs/auMh) 


Response 

No ol 
Wofkris 

Percentage 

Gain of 1.500 or above 

1 

1 1 

Cam of 1.000 

7 

76 

Cain of SOO 

2 

22 

No loss no gain 

10 

109 

Lou of 2,S00 

2 

22 

Loss of 2.000 

2 

22 

Loss of 1.500 

21 

22 8 

Loss of 1,000 

28 

30 4 

Loss of .500 

19 

20 6 

Total 

92 

lOUO 


Tabu If Prmint Houiw Of Work 


Response 

Nool 

Workers 

Pcrcenloge 

Less than 8 hours 

12 

no 

8-10 hours 

42 

45 7 

More than 10 hours 

14 

37 0 

Not definite 

4 

43 

lotal 

92 

1000 


Tabu 12 Reasons ior iJLSKiNiNO ChanciI 


Response 

No of 
Workers 

Percentage 

1 a)w income 

38~ 

6.3 4 

Unsuilable work 

.3 

5 0 

Lower status and wages 

2 

3 3 

Poor working eundilions 

2 

3 3 

Long distauLC ot iravcl 

2 

3 3 

For heller prospcLls 

12 

20 0 

Job sesunty 

1 

1 7 

Total 

60 

100 0 


Tabu It PFAMm'NrRinivin 


Aiiiuuni Received 

No of 
Woikcrs 

Pcn.en(.ige 

lip to 9.999 

24 

17 7 

l(),(XK>-19,999 

12 

89 

20 (XH)-29,999 

n 

96 

30.tXK)-.39‘J99 

16 

M 9 

40.(XX)-49.99') 

1.3 

96 

50 000 and above 

58 

42.3 

Total 

135 

100 0 


Tabu 9 Totai Wages Tins ano Now 


Monthly Wages _ NRM Jobs _ _ New Jobs 


Rs 

No of Workers 

PcrLcntage 

No of Workers 

Percentage 

Below 499 

1 

07 

6 

65 

500-999 

9 

67 

53 

57 6 

1.(XX)-1.499 

14 

10 4 

20 

21 7 

1..51X)-1.999 

45 

33 3 

4 

44 

2.000-2,499 

47 

.14 8 

1 

1 1 

2.500-2.999 

10 

74 

1 

1 1 

.3.000-3.499 

4 

3 0 

1 

1 1 

3,.500 and above 

5 

37 

6 

65 

Total 

1.35 

1000 

92 

100 0 
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1 


0 
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Average Pie-dsplaced 
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Pitst-displaced 


Coni|Miis<>n 


straits in which the wtitkeis found them- 
selves. Nearly one-thinlnf the re-spoiidents 
spent the money mainly lorrepayingdebts 
Signiricantly. mure than a Iciurth invested 
It in securities while un equal number of 
them spent the PF money mainly on soLial 
ceremonies or loutini' expenditure The 
rest spent it mainly on items like house 
construction, illness ol lanily membiMs. 
etc (Table 14). 

As most ol the workers have spent then 
PF money ratlier than save it. they have 
presumably ledused their tontine monthly 
cxpimditurc 

More than 62 |icr cent of the NRM 
woikeis reported reduL.tion in their family 
expenditure since the closure Some ol 
those who did not reduce the expciuliture 
felt that their real incomes had gone down, 
that the quality and quantity of the lood 
consumed by them had deteriorated 
(Table 15) 

For more than a half of those who 
reported reduction in the monthly expen¬ 
diture, the icduetion was to the tune ol 25 
percent, while inoie than one-third lepoited 
a figure as high as 50 jx:i cent (Table 16) 

Reduction ol family cxpendituie was 
only one of the meeh.inisms the workeis 
used lor coping with the situation More 
than a quarter ol them depended on 
bomiwings An almost equal number ol 
them were helped by the earnings of oiliei 
members ol their iamilics Some of them 
depend on both these sources Sonu’ got 
help from Inends and relatives A few 
others depended on their savings through 
terminal benehts Thus, as generally 
happens with Indian f.imilics, the respon¬ 
dents sought help Iroin a.s many sources 
as possible (Table 17). 

Three-fourths of the NKM workeis stated 
that quality and the quantity of their fimd 
intake had deleiiorated The following 
statementsot some respondents rcllcit the 
kind ol diliKulties encountered 

1 began taking medicine Irem the 
HSIS, which I never did while in NRM 
Wc used to eat mutton ptcviously, now 
we cat ‘khichdr. Items like fried ‘papad’ 
and ‘bhapya’ are now iuxuiius for us. Wc 
have reduced our iiil intake from 5 kg to 
250 g 1 cannot buy hall a litre ol milk 


lor iny child. We now cat fish and meat 
onis once a month ” 

"My wile cleans wheat in bungalows. 
11ic wheat that is thrown after cleaning 
IS cleaned by us and eaten Wc now cat 
whcai of the kind that sparrows cat" 
•We eat less and stitch fewer clothes 
We now have no mutton, fish or fruit - 
only ‘dar, iice and ‘chalm’”. 

•' have had a bath with washing .soup 
uiul used coal paste to brush my 'eelh” 
•We have bc*comc more prone iodisea.se 
Ih-i aiise we do not cat well. Wc cat only 
onie a dav It is not pos.sible to cal meat 
now " 

Moie than a quarter of the respondents 
said I hat on some occasions they went 
wiihoiii lcK)d, while another quartet ol 
Ihem had sold oniament.s. Some others 
had withdiawn children from .schixil and/ 
or put ilii’in to work (Table I8) 

••Ii aniioi ineetmychildren'sdcmadns". 
said one ol the respondents •‘f try to make 
them understand, but at the same lime I 
would w ish to keep Ihem happy I want to 
keep somelhtng foi my children, bin iixlay 
Ills not possible. I have lo work foi 16 hours 
even to piovide for the children’s books’' 
Anoihei respondent says “1 cannot lulfil 
my t-liilureii's wishes. I canot fulfil my 
social obligaiions I sent my child to an 
Lnglish- medium school, but I had to with¬ 
draw her name altci the closure Weean't 
even buy them unifonns and hirnks" 
Thus. m.my ol the former workers of 
NRM had lo adopt distressing courses ol 
ac'lion seffing ornaments, going without 
fiMid, w.ifidiawing children from .schixd. 
postponing marnages and puttingehildien 
lo wotk Hiose cxperienc'es highlight the 
ncred tor sccimly agaiasl sudden loss ol 
employ nH'ni and .subsequent rchabihtaliun 

C’oNci I'siuNs, Observations 

(jivcn this experience of the displaced 
textile woikeis, one can relate it to the 
receding .Tctivitics of the welfare stale 
Briggs(l966 lO-ll)stalc'>that“awelfare 
state IS a state in which organised power 
IS dehbciaiely used (through politics and 
adminisliation) in an clloit lo modify the 
play ol inaikct lorccs in at least three 
directions - first, by guaranteeing indi¬ 


viduals and families a minimum income 
irrespective of fire market value of their 
work or their property; second, by nar¬ 
rowing the extent ofinsecurity by enabling 
individuals and families to meet certain 
‘social contingencies’ (for example. 
Tabu 14 pRiNrwAchTAisopPFExpENDmntr 


Hem 

No of Percentage 
Workers 

Not available 

3 

1 4 

Routine expendttuie 

18 

14 1 

Invcsiment in securiltes 

39 

28 9 

Replying debts 

42 

31 J 

SiH lal cereinonics 

21 

14 8 

Rouse constiuciion 

10 

74 

Investment in infomml sector 2 

1 4 

Mfdicarv Tor wives 

1 

7 

Total 

1.35 

IIMlO 


Tabu 15 WiinHut Moniiiy Expenuitiirf Down 


Rcssponsc 

No of 
Workers 

Perecntiiee 

Yes 

84 

62 2 

No 

5l 

37 H 

Total 

Its 

l(X)0 

I ABU l() Moniiily Expindhuki DkunC' 

(Pel (fnt) 

.Si/f ,il Kediiriion 

No ol 
Workers 

Peneiilagi 

25 (pel cenll 

48 

.57 I 

50(pertcni) 

If 

36 9 

Mon. lluin SOlperLcnll 

s 

6 0 

Tot,il 

84 

lOOO 


* As .issvsscd by the ii:s|H>n(icnls 


TaUIC 17 SiH’KdStM tiup 


Sources 

No of 

Peicenl,^( 


Wuikcrs 


NA 

4 

TiT 

lumuiial benetils 

S 

*7 

Savings 

9 

67 

Help lioiii Inends and reLiiives I6 

II 9 

Borrowings 

36 

26 6 

I tiller >ncinliers ol (he t.innly 3 3 

244 

lob 

9 

67 

Bonowings and earnings 



of othei invinbcfs 

I.3 

96 

Tcnninai iKncfiis ,ind other 



member earnings 

6 

44 

Relatives and Inends and 



hoiTOwmgs 

4 

3 0 

Total 

I.35 

KXIO 

Tabu 18 HispoNUijm* 

Other Probuju', 

I'niblcins 

Nuot 

Percentage 


Workers 


Surrcndercd rented huuse 

I 

07 

Postponed mamage 

32 

23 7 

Withdrew children Imm school ‘*2 

237 

Sold piopeity 

6 

44 

Sold omainenls 

35 

25 9 

.Sold house 

3 

22 

Sold household items 

7 

52 

Children put in work 

3l 

23 0 

Family went lu village 

I3 

96 

Faintly went wilhuul fnnd 

.37 

27 4 

(Juantuy and Quality of food 


dcierioiaied 

lOI 

74 8 
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sickness, old age and unemployment) 
which lead otherwise to individual and 
family crises; and thiid, by ensuring that 
all citizens without distinction of status or 
class are offered the best standards 
available in relation to a certain agreed 
range of social services.” 

India has written the ideology oi the 
welfare state into hei Constitution. Hie 
government has endeavoured to further 
the objective of providing security to the 
workers Various laws were enacted to 
protect woikers’ claims to wages, bonus, 
retirement benefits, social security 
measures, etc 

The government also adopted measures 
to improve the cmploynuint situation in 
the country. Vocational training institutes 
became the principal means of turning out 
skilled workers Bcsidt's, .several establish¬ 
ments under the railways, posts and 
telegraphs, defence, etc. had their own 
training programmes Dccasualisation 
schemes were intioduced in the cotton 
textile industiy and in majoi ports It was 
made compulsory lor employcis to notily 
vacancies Though the wcliaic .stale in 
India did not le-ich the heights ol western 
wcllarisni the workcis did boneiil 
.subslatitially from it 

Tixlay, the welfare state is under atl.ick 
liom vanousquarters Tliemosi impoitant 
oi the anti-wclfaie viewpoints in the Indian 
loniext IS the conservative or nco-liberal 
one F.sping- Andei sen (10% I) states that 
the nen-lib(*ials consider dciegulalioii and 
llexibility loads to giowlh and prospciity 
Heavy taxes, high and rigid wages, exten¬ 
sive |ub rights makes hmng expensive and 
the labour maikct inflexible and impede 
|oh giowlh Goalsofthe. wcliaic stale such 
as equality, pni.spenty and lull employment 
are at odds with advanced posl-indu.stnal 
capitalism .States cannot build massive 
welfare programmes since their competi¬ 
tive edge lies in re iacing labour co.sl. 

The policies espoused by vanous 
governments in India of late reflect .such 
views. The market is to determine the 
prices ot commodities, labour, capital, land 
and foreign exchange Operating public 
sector units an* to be closed down or 
trimmed or pa.sscd on to the private sector 
Pn vatisation is seen a.s a means to improve 
efficiency and reduce the fiscal deficit, 
while globalisation is meant to do away 
with protective measures and boost exports 
The multinationals an* to be treated on a 
par with focal enterprises and not 
discriminated against 

There is a strong plea for doing away 
with most of the regulations that provuk 
protection to woricers in the formal sector 
The future prospects of the workers can 
be blight only if they forgo most forms 
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of security and protection. Therefore the 
pnviieged treatment enjoyed by formal- 
sector labour should be abolished and 
replaced by casual employment, fluctuating 
wages and vanablc hours of woik. 

In practice there aie no restrictions on 
closures. Closures take place in violation 
ot all labour laws and arc often used as 
an instrument Ini forcing labour to accept 
retrenchment What are termed labour 
market ngidiliesexist only in statute books 

The closure ol NRM provides an 
illustiation ot how the nco-liberal views 
have gained procedcncc over those ol the 
welfare .state and the implications of this, 
tor labour Tlic whole cpi.sodc of clo.surc 
that look plate at NRM was made to Imik 
so simple and quick tor the management 
that none ot ilie so-called rigidities was 
.seen to exist It tonk just four months lor 
the whole dtaina of closuic to be complete 

Besides this, the employers also enjoy 
a substantial amount of flexibility with 
icgatd to the pavincnt ot workers' dues 
According to the TLA 28.600 workers ot 
IS Ahmedabad textile mills closed down 
between l‘)86 and I‘>88 had not received 
Rs866,*>66,1.SOductothcincvenin 1*>9S 
Tliese dues include salary, earned leave 
due, bonus, gratuity and retrenchment 
compensation Even at NRM some workers 
who had icsigiied had not been paid Ihcir 
wages at the hine ol Ihc interviews The 
union accepted the closure as a fail 
artonipli (Roy Chaudhuiy) 

In general, the increasing industtial 
sickness, closuies. lay-olfs, subcontracting, 
voluntary leliiemeiit schemes, relocation 
ol plants and ItKkouts have made ihe unions 
light with then hacks to Ihe wall. It is nut 
intended to suggest that these things did 
not exist prior to libcralusation What is 
hinted at is ih.it they have only become 
mure glaring 

'Fhe countiies accepting the neo-libcral 
policies in I .atm America clearly show a 
nKwement towardscasuahsatinnot labour 
At NRM. nearly 80 percent ol the workers 
who were re-employed g«>t jobs in the 
informal sccloi Their average monthly 
income fell from Ks l‘>‘>4 to Rs 112‘> in 
money lerms The fail would be steeper 
in real leims Mtiny ot them also experi¬ 
enced dnwnw.ird skidding in their skills 
It was thcieloie natural that most ot them 
were dissatisfied with Ihc working con¬ 
ditions in the informal sector. About 80 
per cent ol (he woikets reported a monthly 
loss of income ranging between Rs SIIO 
and Rs 2.S(X) Casual isalion and dc-skil li ng 
of employment conironted Ihc majority of 
Ihe respondents. 

Patel (1988) observed (hat a majority ol 
workers ol closed mills could nut be 
absorbed in equivalent rapacities in othei 
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orgonisMl sector jobs in a short period. 
The sudden influx of job-seekers in the 
urban labour market ot Ahmedabad 
ie.sulted only in alternatives like sclf- 
cmploymeni and casual wage woiic. or 
unemployment. Roy C'howdhury (1996) 
found that 25 per cent nt the workers were 
working as casual labourers and were not 
employed lor a lull week Anolhei 12 per 
cent were employed in activities such as 
ragpicking, waste disposal and digging 
pits About IS per cent had installed 
spinning mills in thcii homes 
According to thi.s study, the woikcrs 
were involunianly pushed into the inloinial 
sector due to the lu.ss of jobs. About hall 
ol tlic fonnerNRM hands still unemployed 
stated that low-paid jobs was the mam 
reason for their unemployment, while (wo- 
(hirds oi those desiring change in em¬ 
ployment al.sncomplainedot pcMirincome 
As regards the impact of the closure on 
the woikeis the PL amount which helped 
them to tide over (heir difiicuKics was 
spent mainly on clearing debts or in family 
cxpendituie More than a hall ot the 
workers cut down then monthly expen¬ 
diture by 25 percent and tor another third 
ol Ihe respondents the cui was as high as 
50 per cent Three-fourths of them also 
cxpei leneed a detci loration in the quantity 
andqualityoi theirtixidintake Inexireme 
cases, some ol them sold ihcir property, 
postponed mamugc withdiew children 
Irani school Ol put them to work, and .some 
oi them even went without tcxxl Others 
ux> discuss similar liaumas [sec Shanna 
(1981) and Deshpunde (1983) lor details] 
To case then economic problems the 
NRM woikers depended heavily on 
borrowings and I he support of othei earners 
in the tainily. Relatives hardly provided 
succour in these stiesslul moments, but 
the numherot spcuises woikinggoi doubled 
alter the closuie. Thus, in many eases, the 
spiuise came forward to teduce the burden 
by taking up outdixx jobs I'bis increased 
the pciecniagc ol employed women 
substantially Though the earnings from 
jobs ot spouses were meagre (generally 
loss than Rs I .(MM)), the very lact that (hey 
s pplemented the tamily income provcxl 
to be ol immense use. 

The response ol the government to the 
closureofNRMwasnot lorthcommg The 
labour minister vi.sited the mill and assured 
Ihc workers that the mill would be 
rcopenc'd. hut nothing came ot it 1 lowevcr. 
thegovernmemgianted Rs I ,(M)0asiiiierim 
relief and provided lor retraining ol the 
displaced NRM woikers A stale eltort to 
minimise Ihc miseries ot the workeis was 
conifilotely lacking. In tui (, the state tui ned 
a blind eye to the happenings at NRM 
Only a iceeding state could do this 
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In the area of the rehabilitation of dis¬ 
placed workers, until recently the govern¬ 
ment ol India had no programme. In fact, 
in recent years, the government policy has 
undergone a change. The emphasis has 
been shifted from protection of employ¬ 
ment by taking over sick units locompeiing 
in the woild markets and modernisation, 
at the .same time recognising the in¬ 
evitability of closures. 

The adverse impact on employment is 
sought to be taken care ol by raising the 
rate of industrial growth. But the scale ol 
redundancy may not be easy to tackle even 
with a high growth rate. Hius, at the 
moment the welfare stale seems to be 
receding and the nco-Iiberal forces are 
trying to coasohdate their position 

[This IS p)Ui of the M Phil study done by the lust 
author titled A Study oj DnplateJ Worken »/ 
Textile Milh of Ahmedabiid, under the guidansr 
ofR N Sharnm. T dta Institute ot .Social Sciences | 
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DISCUSSION 1 


How Good Are India’s Industrial Statistics? 

CSO’s Comments 


Inoi-x of Indusirial Production 

IN his article ‘How Good Are India's 
Industnal Statistics? An Exploratory Note' 
(EPW, February 6-12. 1999) R Nagaraj 
attempts to analyse the growing perception 
about the deteriorating quality of India’s 
industrial statistics oser years. In almost 
ail the sections of the article, an attempt 
has been made by the author to accept/ 
reject the hypothesis by drawing con¬ 
clusions from the linear correlation co- 
efncient between the related variables 
Comments on two .specific sections of the 
article, viz. Index of Industnal Production 
andElectncityConsumptiunandlndustnal 
Output aie as follows* 

(I) IV author has cone luded that the IIP 
never aecuialely piedicted manutac- 
turing growth rate at a di.saggicgated 
level However, lorthcmanulactunng 
.sectui as a whole. lIPcould have been 
well used as a lead indicator toi the 
< 97Us. but It cannot he used to picdict 
manufac tunng value added in a period 
ot deregulation, I e. 1980s and beyond 
To draw the above inference, a cor¬ 
relation between growth lates of IIP 
and the NAS senes has been used The 


concluded the following: 

(i) Up to 1988-89, the three series have 
moved within a narrow band, the 
width of which has remained almost 
stationary, suggesting that the HP's 
predictive power was veiy good up to 
1988-89 and the correction factor that 
was required to be applied on the ASI 
values on account of non-response, 
etc, to arrive at the true estimates of 
the value of production of registered 
manulactunng sector has remained 
almost constant 

(ii) Starting from 1989-90, thethreescries 
have .started to drift apart. While the 
gap between the ASI and IIP scries 
started to widen nght from 1989-90, 
the gap between NAS and ASI has 
started to widen in 1990-91. The former 
implies th.Tt the IIP has lost its pre¬ 
dictive power whereas the latter points 
to the possibility ot a ri.se in the rale 
of non-iesponse in ASI. Further, it has 
been ob.sei ved that there is a downward 
trend in the HP as a proportion of the 
NAS pointing to the outdaledimss of 
the weighting diagram of the UP, taking 
the NAS estimates as depicting the 


true picture. 

The above two studies give contradictory 
results, thereby questioning the metho¬ 
dology and the underlying a.ssumption of 
the two studies. 

For improving the system of compilation 
of IIP. a Working Group on Commerce, 
Industry and Corporate .Sector Statistics 
set up under the chairmanship oi Arun 
Ghosh, former member of the Planning 
Commission, has recommended compil¬ 
ation ot 

(i) a parallel index of large and medium 
industries and stopping the existing 
IIP, once this index become available 
timely and more reliable, and 

(ii) a separate index of small-scale 
industries output. 

For compilation of index of large and 
medium industries the department of 
statistics has decided to collect monthly 
production data with effect from March 
1999through NSSO m respect of industnal 
units having 200 or more workers and 
other industnal units having significant 
values of output 

Electrictty Consumption and 
Industrial Outtui 

There is a broad technical relationship 
between eicctncity use and value added, 
growth It* electncity consumption, in 
principle, can be used as proxy foi indu.strial 


pmsuinption nu(k here is that the NAS 
.sciies IS based on ASI data (except lor 
the most recent two years tor which 
Upgrowth rates art' used on ASI results 
to hnng It up-to-date) and is a more 
accuMte representation ot the under¬ 
lying production trends. It may be 
relevant to mention here that National 
Amounts Statistics makes certain 
departures, vi/, coverage of defence 
establishments, adjustment for non- 
rcspon.se, adjustment for imputed 
banking charges, etc, in coverage and 
concepts as compared to ASI results 
(li) With the above background one has 
to be careful while interpreting the 
results drawn on the basis of two sets 
of data - IIP and NAS. Further, as IIP 
depicts the expected growth over tinur 
in physical terms, the NAS e.stimates 
have to be generated at constant prices 
before generating the growth rate.s. 
For thispurposc .suitable deflators have 
to be worked out. 

A similar exercise to study the trends 
in the growth rate of IIP, ASI and NAS 
was done by the office of the economic 
adviser, ministry at industry which 


TvBI I I SfATFWKr El fCTWCITY OlNSUMUJ AND CrOSS VaI UE OP OuTWT 


.Siate/U T 

Eliicmcilv Consumed Gross Value of Oulpul EleCtncity CPMUmed/OtUpm 
(Th kWh) (Rs lakh) ITh kWh/Rv lakh) 

1994-95 1995-96 1994-95 1995-96 1994-95 1995-96 

Andhra Pradesh 

6288595 

1741.3462 

3761896 

4627911 

167 

3 76 

Assam 

1017523 

1193146 

431.585 

566947 

2 36 

2 10 

Bihar 

5573742 

5679702 

1916928 

2207283 

291 

2.57 

Una 

243032 

267046 

1782.55 

259<J93 

1 36 

103 • 

Gujaml 

8462793 

12050367 

5646926 

84808.39 

1 .50 

142 

Haiyaiu 

2251096 

242t).578 

2034364 

2739914 

1 II 

088 

Himachal Pi.Kiesh 

495418 

64689.5 

245129 

312.549 

202 

207 

Jammu and Kd.shmir 118017 

170881 

72.578 

1045.36 

16.3 

163 

Karnataka 

6225549 

4943612 

2449771 

S<1845I4 

2 54 

I6U 

Kl‘ijI.i 

2778191 

3203255 

934993 

1554972 

297 

206 

M jifiiya Pradesh 

8422301 

17551613 

2878.302 

418.5280 

293 

4 19 

Maharashtra 

15425987 

17604000 

10942828 

14893747 

141 

1 18 

Manipur 

2698 

2931 

1528 

4222 

177 

069 

Meghalaya 

.3313 

2670 

1.597 

10662 

207 

025 

Nagaland 

8602 

11290 

7014 

134.56 

123 

084 

Onssa 

67.34.303 

7671074 

970084 

I2II228 

694 

6 33 

Pun|jb 

4.548286 

5I9I8SS 

2234085 

2697112 

204 

192 

Rajasthan 

4200327 

4703195 

1794612 

221.3775 

2 34 

212 

Tamil Nadu 

10084701 

1I0760SS 

6031876 

7042912 

167 

157 

Uttar i^adesh 

9537090 

10041325 

4870176 

.5706339 

196 

176 

West Bengal 

46I8IB3 

1.3777.593 

2.592170 

3140866 

178 

4 39 

A and N Islands 

49.34 

56208 

9663 

16797 

051 

3 35 

Chondigoih 

116140 

1089J7 

84926 

101746 

1 37 

107 

D and N Haveii 

164123 

166057 

1806.36 

239430 

1)91 

069 

Daman and Diu 

81598 

102663 

155364 

221153 

0 53 

046 

Delhi 

869958 

934761 

1217749 

I23I4I5 

071 

076 

Pondicheiy 

459754 

495273 

146778 

168107 

3 13 

295 

Total 

98741296 

137493282 

5179870' 

67051423 

19) 

205 
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output growth. To test the propo.sition.a 
simple correlation coefficient between 
annual growth rates of indu-sirial output 
and electricity consumption reveals lack 
of relation sugge.sling incorrect recording 
of inputs and outputs. The electricity 
consumption is one of the factors on which 
the output of an industnal unit depends. 
However, direct relationship between the 
two variables in which one is a part of 
other may lead toresults ineitherdireciion 
It will mainly depend on the proportion 
of that pan that contributes directly to the 
production process and degree ol its 
association. Funher. the consumption ot 
eicctncity as given in ASI includes the use 
of electricity in purposes other than 
manufacturing also 
In view of above, any inference drawn 
on the basis of simple linear correlation 
between the two vanables may be read 
with a word of caution. 

Table I presents the statewise electricity 
consumption and gross output for the years 
1 W4-9.‘i and 199.5-96 published in reports 
of ASI 1994-95 and 1995-96 Summary 
Results for Factory Sector. This highlights 
the following points* 

0 > At all-India level the con.sumption of 
electricity to generate gioss output 
worth of Rs I lakh has increased I mm 
1910 kWh in 1994-95 to 2050 kWh 
in 1995-96 

(it) States like Andhra Pradesh. Himachal 
Pradesh. Madh>a Pradesh, West 
Bengal, Andaman and Nicobarlslands 
and Delhi show an increasing trend in 
the consumption ol electncity to gene¬ 
rate gross output worth of Rs I lakh 
Moreover, it may he .seen that the con¬ 
.sumption IS more than double in tj.se 
of Andhra Pradesh (1.670 kWh in 
1994-95 to 3.760kWh in I ‘W5-96 ) and 
West Bengal (1.7X0 kWh in 1994-95 
to 4.390 kWh in 1995-96) 

(ill) Although other states like Piiniah, 
Rajasthan and Tamil Nadu have 
shown adccreasing trend in consump¬ 
tion. the decre.isc is very insignificant 
The above points clarify that lor the 
same amount of gross output, the 
con.sumption of electricity is incrca.sing 
The probable rea.sonsforthis may hc(i) the 
amount of other luels used for processing 
the pioduct may be reducing and (ii) 
industry is trying to get involved into 
modern techniques for the sake of 
comforts/facility though the cost involved 
IS a bit more. 

Annual Survey of Indusiiiies 

It IS observed that while describing the 
sampling dc.sign of the ASI, the author has 
nor mentioned the impmvements made in 


ASI. Moreover, the design described in 
the article is of the 1986-87 after which 
two reviews have been made, one for the 
ASI 1987-88 followed up to ASI 1996-97 
and the olhcrlorthe ASI 1997-98. Further. 
It IS stated that the matmr of incomplete 
coverage of industries has to be re¬ 
examined Though this is true, the Central 
.Statistical Organisation which conducts 
the annual survey of industries is taking 
care ol this matter thoroughly and many 
improvements for the coverage/framc aic 
under consideration Under the modem- 
I sat ion programmes of the statistical system 
in India, development of a business register 
IS a inaior component for improving the 
Iramc of industnal units 
It IS true that the numberof non-re.spon.se 
cases tor the ASI were very high dunng 
the periixl ol early nineties. However, it 
may he noticed from the following figures 
that 'he percentage ot non-respun.se cases 
to the net allotment has been reducing 
Ji.istically 


Ycai 

No of Units 
in .Select List 
(Net Allotment) 

Non-Response 
(Pet Cent) 

1989-90 

61535 

9 1 

1990 91 

65675 

75 

1991 92 

67422 

78 

1992 91 

65846 

.17 

|99t-94 

68950 

.>8 

1994-95 

70981 

45 

1995 96 

71416 

54 

1996 97 

73598 

45 

1997-98 

1489()» 

45 


* Kcduccil due to revised sampling design 


In regard to time log in releasing the ASI 
results, it may be stated that several steps 
have been taken to reduce the time lag. 
Now (he time lag has been reduced con¬ 
siderably as may be seen from Table A. 
It is expected that final results of ASI 
1996-97 and 1997-98 would also be 
available shortly and time lag will be 
removed completely. 

The under-reporting of industnes in 
industry group 331 indicated in the article 
is not correct. It may be noted that as 
per NIC 1970 which was followed up to 
1988-89. industry group 331 relates to 
foundries for casting and forging iron and 
steel. In NIC 1987 adopted foi ASI 1989- 
90 onwards this industry group was 
bifurcated into two groups, i e, industry 
ginup 331 (manufacture of .semi-finished 
iron and steel products in re-rolling mills, 
cold-rolling mills and wire-drawing mills) 
and industry group 337 (castingot metals). 
If the results of industry groups 331 and 
337 ol ASI 1989-90 onwards are added 
these will be comparable with tho.se of 
industry group 331 of earlier ASI as may 
bo seen from Table 2 

Or(.a.viscd Sr.cFOR vs Unorganisfo 
Slcior 

In the article comparison of manu- 
lacturing establishments as per Economic 
Censuses has been made with the number 
of factories estimated on the basis of ASI 
The number of manufacturing establish¬ 
ments estimated as per Economic Censuses 


Tahu a 


ASI Survey Perind_ Released _ 

E-media Pnnied Repent 

1 * 19 s-vi 1994-95 Apnl 1997 October i997' 

rlleldilcd tcsulls in 15 volumes) 

1994- 9S 1995-96 laiiuary 1998 August 1998 

llX'tailcd n'sulls in 16 volumes) 

1995- 96 (Provisional) 1996-97 July 1998 November 1998 


Tabu 2 Number oi Fahories in iNOusniv Griiiip 31 ntuM 1986 87 to 1995-96 


ASI 

110 

1.11 

132 

1.11 

114 

335 

.136 

317 

.138 

.1.19 

Total 

1986-87 

1822 

3.165 

64 

167 

248 

128 

11 



164 

6191 

1987-88 

1754 

.1313 

80 

175 

260 

315 

43 

- 

- 

224 

6184 

1988-89 

1829 

3236 

76 

19.1 

226 

.195 

45 

- 

- 

203 

6203 

1989-90 

1597 

1442 

77 

187 

205 

142 

29 

1818 

28 

128 

5853 

I99il.9| 

1674 

1.543 

87 

163 

212 

288 

37 

1814 

43 

1-51 

6014 

1991-92 

1682 

1.126 

100 

166 

216 

119 

44 

2020 

51 

17) 

6097 

1992 91 

1910 

1182 

96 

144 

187 

168 

34 

190.1 

68 

155 

6247 

1991-94 

1799 

1468 

95 

224 

191 

421 

40 

1977 

57 

rs 

6447 

1994-95 

.678 

1605 

96 

173 

203 

122 

41 

2017 

62 

156 

6373 

1995-96 

P79 

1628 

1.52 

201 

196 

.186 

40 

2208 

61 

207 

6820 


Mirer NK'is followed from ASI 1989-90 onwards 


INC 1987 

Industry 130 Manufacture of iron and steel in pnmery/scmi-rinished foims 

Indusuy .131 ManufiictuK of srmi-finished iron and steel products in re-itdlmg nulls, cold-rolling 

mills and wiie-diawing mills 

Indusuy317 Casting of melals 

Indusiiy338 Processin^re-rollmgofmeialsLrapesotherihanironandsleelsciapsfNoie le-rolling 
of iron and sleet sempes is included industry 330) 

INC 1970 

Industry 131 Foundnes for casting and foiging non ond steel 
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1980 and 1990 and number of factories 
estimated on the basis of ASI1980-81 and 
1990-91 are presented bclow- 

No of Facloncs No of Monufaclunng 

05 Per ASI Establishment os Per 

E^tnnmig P-gnsu^ 

1980-81 1990-91 1980 1990 

96S03 110179 M83876 1547800 


It may be seen that the number of factories 
estimated through ASI 1980-81 and 
1990-91 are about 8 per cent of manu¬ 
facturing establishments reported in 
Economic Censuses 1980 and 1990 The 
difference between ASI and Economic 
Census estimates is due to 'he different 
coverage of Economic Census and ASI 
The Economic Census covers all the 
manufacturing enterprises working in 
household and non-household sectors 
employing at least one hired wotker on a 
fairly regular basis whereas ASI covers 
only inaustrial units working in non- 
household sector which arc registered 
under Sections 2m(i) and 2m(ii) of the 
Factories Act 1948 In view of this, it is 


1 WELCOME the CSO’s comments on my 
paper. The purpose of my study is pai tially 
served it it has initiated a meaningful 
dialogue among data-users and agencies 
generating the data. I hope such a duscus- 
sion will contribute to improving the quality 
oi data. The lollowing is my reply to the 
official rcspon.se. 

Into X or Indiistriai PaoDurnoN (IIP) 

Admittedly, the IIP measures phy.sical 
output. It IS not the .ame as value added 
However, since the index is widely used 
as a lead indicator, it is important lo know 
ii thegrowthin it isa.ssociatcd.statistically 
significantly, with the growth in value 
added c.stimates. 1 agree GDP in manufac- 
tunng includes a few unspecified items 
that arc not reported in the ASI. But I 
wonder if they would vitiate my findings 
that are based on reasonably long time 
penods 

As I did not have access to the industry 
ministry's unpublished study that the CSO 
mentions. Icannotaimment on iLs findings. 
Nevertheless, interestingly, that study too 
.seems to indicate a lack of association bet¬ 
ween the OP and the ASI since 1988-89, 
at a disaggregated level. Therefore, there 
IS no denying that the flP in the 1990s lias 


not proper to compare the growth of 
indu.stries covered in ASI with that of 
those covered by Economic Censuses. 
In regard to growth of factories in ASI 
from 1981-82 to 1991-92 it may be stated 
that this ranges from 0.7 per cent in 

1985- 86 to 8 8 per cent m 1981-82. The 
growth was negative in 1982-83 and 

1986- 87. 

The estimated number of unorganised 
manufacturing and repair enterprises in 
India during 1994-95 was aboui 145 lakh 
whereas the number of factories in the 
manufacturing sector dunng the same 
period was I 23 lakh as revealed from ASI 
1994-95 These 145 lakh manufactunng 
enterprises included own-account 
manu factunngcnterpn.ses also which were 
working in household and non-hou.sehold 
sectors. Moreover, most of these enter- 
pnscs (ruial 94 percent, urban 75 |%r cent) 
were not registered with any agency. In 
regard to consumption of electricity, it 
may be noted that about 66 per cent of 
the rural enterprises and about 52 per cent 
of the urban enterprises did not use any 
ciicigy in their manufacturing process. 


become iiicieasmgly unrepresentative of 
the underlying trends. 

Let me illu.strate how unreliable the HP 
has become m recent years by companng 
the trends m capital goods sector output 
Average of annual growth rates in this 
sectordurmg 1994-95 and 1996-97is 16.2 
per cent per year by the old IIP (ba.se year 
19X0-81). but It IS only 6 4 per cent by (he 
revised iiides ' Can the change in 
weiglilagc make such a big difference to 
the annual giowlli latcs? Alternatively, 
docs It n.‘pie.seitt indifferent quality of the 
pnmaiy data that is used for computing 
the index? The question is, obviously, of 
considerable .significance tor policy We 
have to await the ASI results for l9*)6-97 
to know the correct estimates. 

To reiterate my mam finding, the real 
problem with the IIP has been the lack 
of reliable and uptodatc monthly pro¬ 
duction data to compute the index. I am 
plcaticd to know about the department of 
statistics' recent initiative to collect 
monthly production data from all firms 
(factones)cmploying200or more workers 
But what about those employing less 
than 200 workers’’They account for about 
one-third of the (iiiea.surcd) gross value 
added in registered manufacturing in 


1995-96: and their share is probably 
growing. 

El i,rniirirY and Industriai Outwt 

CSO seems to question the justification 
for expecting a statistically valid associa¬ 
tion between electricity consumption 
and value added m manufacturing. This 
is .surprising World over electricity con¬ 
sumption IS. in fact, used to compute 
(and verify) manufaciuimg valued added 
eslimale.s. The following quoU' fmm an 
earlier study sugge.sts that such a technical 
relationship is valid in India as well 
Fiom the data available tor a lew 
counines. it is seen that there is a tairly 
constant ratio, yeai after year, between the 
electrical energy consumed by manu¬ 
factunng industry and mining and value 
added in these sectors to the relevant 
national economy In effect, this reflects 
the structure ot industnal activity m that 
country In our case, this hneanty is seen 
up to l966.(Se.shadn 1972.214]. 

Annual Survey of Indiistrifs 

I am glad to know the improvements 
initiated in ASI in recent years, and deeply 
appreciate the noticeable shortening of 
the time lag m publishing the results I did 
not say that the quality of ASI has 
deteriorated due to an increase in non¬ 
response. In fact, in footnote 12.1 have 
stated that there is no statistically valid 
dclcnoration in the ratio of non-iesponse 
in 1990s. 

The CSO says my inference of under¬ 
reporting of factones i n the mdu.stiy gniup 
331 (NIC I970)is wrong.asitisequivalent 
to the industry group 331 plus 337 in the 
revised (NIC 1987) classification. 1 stand 
corrected. But I was not wrong in my 
conclusion, since in none ot the AS’/ 
Sii/umf/rv Reuthi Jiir the kat ton Sri tor 
since 1989-90 (when NIC 87 was intro¬ 
duced) has the CSO published a con¬ 
cordance tabic to match the two clas¬ 
sifications* CSO (1987), the official 
document describing the rovi.sed clas¬ 
sification that provides .such a table, dors 
not show the equivalence mentioned 
■ibove I,therefore,urgethcolficiaiagency 
to publish a corrected concordance 
table in the forthcoming issue of the ASI, 
as well as in its Monthly Abstract of 
Staiistus 

ORCiANisru SrnroR vs Unoroanisco 
Sector 

I am aware the manufacturing .sector 
covered by the ASI forms a small 
proportion of the total number of 
cstabli shnienis. as the majority of them are 
outside the factory sector. That is why I 
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compared the number of factories in 
manufacturing in the ASI with the census 
establishments in manufacturing 
employing 10 or more workers. Although 
the two arc not strictly equivalent (due to 
some exemptions and so on), they are, in 
pnnciple. comparable if the coverage of 
factones in the ASI is complete. But we 
found that (i) the number of factones in 
the ASI is less than one-half (48 percent) 
the number of establishments with 10 or 
more woricers in 1980. and (ii) the ratio 
has declined S per cent in 1990. These 
Findings .suggest that, even ignoring the 
exemptions, the coverage of the ASI is 
grossly incomplete, and the extent of it has 
grown. 

This confirms the findings of several 
micro studies (of specific locations and 
industries). It obviously means a sizeable 
(and agrowing) underestimation of value 
added in manufacturing- a view consistent 
with the findings on black income and 
excise duty evasion. 

To conclude, (he official comments on 
my study are a positive step in initiating 
a useful dialogue among data-users and 
the data generating agency. My conclu¬ 
sion of under-reporting of factories in 
NIC 331 IS probably wrong, as the CSO has 
not published a corrected concordance 
table. I look forward to better estimates 
of the nP based on the new initiatives to 
collect monthly production data Irom 
factories employing 200 or more workers. 
However, it is not clear how the CSO plans 
to collect similar data from the .smaller 
factories 

I hope the CSO appreciates (hat. in 
priiKriple, electneity consumption can be 
used to estimate value added, as is done 
the world over. There is little doubt that 
the universe of the ASI - that is, the 
factories* li.st based on the registration of 
factones under the Factories Act - is 
increa.singly incomplete. This is one of the 
reasons (or the widely perceived under¬ 
estimation of value added in registered 
manufacturing. 

Notes 

1 I am grateful to CRongarajan for pointing out 
this to me 

2 There is no mention, in ASI Summarv 
Remits. 19R9-90, of the change-over to the 
revised NIC. except providing the new codes 
and their dcscnpiions Though the revised 
classiricaiion mentions NIC 3.^-.16asone two- 
digit industry group, the data m the report 
ore provided separately for NIC .3S and NIC 
36, along with older three digit industry 
groups 
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THE MacARTHUR FUND FOR LEADERSHIP DEVELOPMENT 
Gender Equity, Women's Empowerment, Reproductive Health 
and Repr^uctive Rights 

1999-2000 


The John D and Colhnnn* T MocArihur Foundation it o private, 
independent gronknoking Foundation dedicated to helping groups 
and individuals foster lasting improveinent m the human condition It 
seeks the development of heohhy individuals and effective communi 
ties, peace within and among nations, responsible choices about 
human reproduction, and o global ecosystem capable of supporting 
healthy human societies The Foundation pursues this mission by 
supporting research, policy development, dissemination, education 
and training, and proctiee Grants are made through two ma|or 
integrated programs—Human and Community Development and 
Globol Security and Sustainability 

POPULATION AREA 

The Population Area of the Foundation is port of its program on 
Global Security and Suslainobility its work is based upon the need 
for population initiatives to go beyond traditional boundories It does 
ih's by encompassing broader social and economic contexts, exf^r 
ing interaction between population and environment issues, ond 
utilizing communications ond education The thematic oreas einpho 
sized are gender relations, mole involvement n sexuolity and 
leproduction, reproductive health and rights The Program s work is 
mainly concentrated in four countries Brazil, Indio, Mexico and 
Nigerio Support is also provided to United States-bosed orgomzo 
tions thot work globally 

FUND FOR LEADERSHIP DEVELOPMENT-INDIA 
The Mac Arthur Foundation's work in India provides support lor 
development of leadership by offering fellowships to those individu 
als who wish to develop innovative approaches, action and/or 
resn irch initiatives in the areas of reproductive health ond rights, 
women's empowerment, gender equity and male involvement 
The Indio Program invites proposals which, amongst others, 
focus on 

■ demonstiaiuig ways to improve dialogue between women's 
groups, heobh core proyiders, policy makers, and others 

• exploring the usefulness of sex educotion and information on 
STDs/HIV/AIDS to women, men and adolescents 

• improving the quality of reproductive health service delivery and 
care 

• drawing attention to neglected topics such as sexuality, gyneco 
logical and obstetric morbidity, maternal mortality, obortion, 
infertility, norvterminal contraception and reproductive choice 

• increasing men's invotvementond responsibility towards women's 
health-seeking behavior, sexual behovior and reproduction 

• assuring that women's nghts ore human rights and thcit then 
reproductive rights are implemented within the framework of 
human rights and equity 

• building linkages between universal primary health care and 
reproductive health 

• building linkoges between women's socioecon smic position 
(e g microcredit, educotion, work/employment, control over 


assets, etc ) ond their reproductive health and decision making 

* studying the impoct of economic policies, poverty, environment, 
religion and culture on women's health in general and leproduc 
tive healdi in particular 

Examples of ptevious fellowships include research on the link¬ 
ages between postnotol depression and infant and molernal health 
with dissemination of the findings to a wide audience of parents, 
community and policy makers, o project which aims to integrate clinic 
and community approaches to reproductive health through research, 
training, running a clinic and educational activities, and o communi 
cation compaign for women's empowerment and health using 
Augusto Bool's innovative Theatre of the Oppreued techniques 

WHO WE ARE LOOKING FOR 

The Foundation is looking br candidates with innovative ideas, 
leadership potential and a strong desire br personol and profes¬ 
sional development The Program IS open to Indian women and men 
resident m any port of the country, between the age of 25 to AS yeors, 
and aie in the mid-stage of their coreers However, this restriction moy 
be rebxed in case of women who either started their careers late oi 
interrupted their coreers, but ore keen on developing their ideas on 
population innovations 

Applicants may be from any sector including social movements, 
women's orgonizotions, the corporote world, community action 
groups, medio or academio They con be from any discipline social 
sciefK.es, medicine and health, law, jouinolism, education etc The 
bllowship emphasizes innovative approaches in thinking about 
acting upon population issues 

Preference wiH be given to individuals who hove 

* o clearly defined plan to develop personal capacity and know! 
edge 

* a well planned strategy to influence ond impact policy and public 
opinion 

SELECTION PROCESS 

Fellowships ore given br a pei lod of one to two years From 1999, 
a shoiMerm six month bllowship is also ovoiloble bi experienced 
individuals who would like to pursue gools of probssional growth 
and innovation The bllowship year is from August I to July 31 
Selection of bllows lokes place once o yeor through o competitive 
process Th* dMKlIine for receipt of applicoHoni b Sep* 
teniber 1 S, 1999. Candidates may apply through on application 
brm avoilabb from 

Itio MocArriiur Fund for Leoderehip Devefopment 

MocArthur Foundation 
Indio Habitot Centre 
Zone 5A, First Floor, Lodhi Rood 
NewDolhi 110 003 

Tel (91 111464 4006 Fax |91 11)464 4007 
Email mcKorthOgiasdlOl vsnl net in 
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Thai WHS 19.T6 I'ut ACC n 
making hisioiy today in exciting 
dyiiani.c. ^civs Its depth o( 
knowledge and width of 
experience have made i* n-'iie than 
India's No 1 cement producer it 
has become the No I cement 
solution piovidei With u 'onqe 
of cements and ronsiruction 
materials to meet ordinary and 
specialized needs Value-added 
pioducts like 'ACC Bulk.' 'Liesignei 
Concrete,' and the handy 25 kg 
pack show that AC i is alwoys a 
stefi ahead - lesponding to 
industiy requnements 

Keeping poce are other quality 
pciramcteis Process technologies 
that compare with the latest 
Today 96 per cent of ACC cement 



The 

only thing 
old 

about ACC - 

the 
dote 
it was 
established 
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IS manufactured with the dry, senu 
di'' process — using the latest 
erruipment like vertical roller mills, 
Sis stage preheater towers, 
eleiticmir rotaiy puckers, and 
I omputei-contiolled kiln 
operations Online monitoring 
-ystenis ensure superior, consistent 
product quolity No wonder nine 
Ilf ACC's 1 I cernent plan's already 
Inve the ISO 9000 certification 
III addition, two units hove bagged 
the ISO 14000’ certification 
tc'r environmentally-friendly 
piodiiction 

Plus, ACC IS the only Indian cement 
prorlui Cl to monage, operate and 
mciintuin a state-of-the^irt cement 
alunt in Saudi Arabio over the last 
1 8 years In addition, it has 


several othei consultaiicy 
assignments in Africa and the 
Middle fust 

ACC IS poised to enter the 21st 
(.cntuiy v/ith the latest business 
management piaitices designed to 
streamline operations, reduce 
costs, anrf inciecise productivity 

VVith a proud history as old as 62 
years and one os new us today, 
ACC offers a tore <.umbination - 
the combined benefits of the post 
and the future 


Mi 
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CONFLICT-RESOLUTION: THREE RIVER 
TREATIES 


END OF DRAVIDIAN ERA IN TAMIL NADU 

PAYING FOR ONE’S LUNCH: UNION BUDGET 
THAT ALMOST WASN’T 

MUSLIM WOMEN AND MAINTENANCE 

MONEY MARKET REVIEW: MONETARY 
GROWTH DECELERATES 

INTERPRETING GANDHI’S HIND SWARAJ 

INTERNAL WAR AND CIVIL RIGHTS: 
‘DISAPPEARANCES’ IN KASHMIR 

. LIQUIDITY EFFECTS ON TERM STRUCTURE 
OF GOVERNMENT SECURITIES 

BAN ON PAKISTAN TV: ILLITERATE AND 
UNCONSTITUTIONAL 

BANGUDESH: PEACE IN THE HILLS 


TRANSFORMATION OF TRIBES IN INDIA: 
TERMS OF DISCOURSE 






MADRAS SCHOOL OF ECONOMICS 

(Behind Government Data Centre) 
Gandhi Mandapam Road 
Chennai 600 025 


Madrns School ot Economics (MSE) is a centre ot advanced studies in teaching and 
research in economics It is recognised as a centio lor research leading to Ph.D. m 
f-conomics Dv Anna University and University o1 Madras MSE is offering M.Sc course 
• 1 * economics in collahoroliori with Anna University MSE is the coordinating institution for 
• implementing the Ministiy ot Environment and Forests - World Bank Programme cn 
Capacity Building in Environmental Economics It has al'^o undertaken a number ot research 
' projects funded by natronai and 'tifornatronal agoncic!. It has on its staff a number of higlrly 
qualified young economists trained in foreign ana Indian Institutions 

( 

} 

! MSE invites appiiCrrtioiIS tor the post of Profosarn fot ttic T S Santhanam Resoan:h 

! Chair in F mat ico donated by the Sundaram Finance Groun Applicants should nave* sufficiom 
j grounding in. and familiarity wittr, the field of Capital Market and Financial Services They 

I 

! should liavo a Ph D in Economics with ten years of teaching and research experience. 
I Tltoy stiould h.rvc published articles in reputed journals and/or books ot nigh quality. Gross 
j salary at tfie mininium of the scale is Rs 22724 p m 


Scale ot pay 
House Rent Allowance 
Conveyance allowance 
PF Contribution 
Medical reimbursement 


Rs 15160 - 610 - U)h90 - 22400 
40% of pay p m 
Rs. 1500 p m. 

12% of pay 

Rs. 5000 p.a. with facility to carry over for two years 


Candidates wishing to be considered may please send their bio-data with names of 
three referees to the Director within three weeks of the date of the publication of this 
advertisement. 


Email: sankar_u75@hotmail.com 


Fax No. 044-2352155 
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Water and Politics 

There is a complex interaction between water issues and political 
relations. While on occasions conflicts over water resources may lead to 
a worsening of political relations, more often a difhcult political 
relationship may render the water issue more intractable. A study of the 
Indus Treaty, the Mahakali Treaty and Ihe Ganga Treaty hnngs out the 
twin dangers of big-country insensitivity and small-country pathvilogy, the 
need to guard against a doctrinal approach to the question of 
'bilateralism* versus ‘regionalism’ and the importance of not equating 
inter-country co-operation exclusively with a few large projects. 1509 

Tribes: Change and No-Change 

While tribes continue to undeigo changes of many kinds, these no longer 
transform them into castes. This argument, which goes against the 
conventional wi.sdom among anthropologists, has implications not only 
for the understanding of tribes but also fur the understanding of Indian 
sixfiety as a whole Most importantly, new castes are no longer being 
fonned. whether by transformation of tnbes into castes or by any other 
means. Tribes have become peasants and socially differentiated, but 
without any loss of their distinct identity. 1519 

Budget That Almost Wasn’t 

The allocations in the 1999-20(X) Budget do not conform to many of the 
commitments oi the budget speech, particularly in the case of economic 
services. Three initiatives, however, arc noteworthy: one, linking .some of 
the revenue raising measures witli specific expenditure plans, lining to 
restoration oi credibility; two, linking die cfTorls of agents and 
institutions with matching budgetary support; and three^ involving grass 
roots institutions, inverting the tc^down approach. The message, hinted 
at in the budget, that there are no free lunches requires the principals - 
the public - to lacc and resolve contradictions in their own actions. 1525 

Interest Rates and Market Integration 

The term structure of interest rates in the Indian economy suggests a 
long-run interlocking of rates across markets and a possibility of their 
common n.‘spon.sc to changes in expectations about future monetary 
policy and/or economic fundamentals. 1537 

BanonPakTV 

Information and broadcasting mimsler 
Pramod Mahujan’.s order banning 
Pakistan TV is palpably absurd, 
illii cralf and un co nstilutional. 14 81 

The Great Synthesiser 

Gandhi's Hind Swam/ is mX rgedion of 
the liherauvc icxxnbution of modonty. 
Rather bis efloit can be tnterpieled as 
an attempt to integrate these positive 
elements with a liberating re- 
interpretation of tradition. _ 1497 

^Missing* in Kashmir 

A recent Amnesty International report 
cxanancs the phenomenon of disappear¬ 
ances in Jammu and Kashmir While 
some of the ‘mi.vsing' nrey have cros.sed 
the bonier, by fiu the laiger number have 
fallen victim to state tcminsm 1491 

Peace in the Hills? 

Although the Bangladesh government 
has signed a peace agreement with 
the P&SS representing Ihe pc<^lc of 
rhiuagont. Hill Tracts, there is mutual 
distrust between tlie two sides The 
Indian and Bangladesh governments 
stand to gam at (he expense of the 
pc'iple of the hills. 1493 


Tamil Nadu Politics 

Tamil Nadu polincs was for long 
dominated by the Dravidian movement 
which emphasiikcd Tamil identity, 
language and culiuic in oppositum to 
north Indian atiem^xs at integration. 
This Dravidian era is drawing to a dose 
with politics in the stale accepting BJPs 
hinilutva and also globalisation. 1483 

Muslim Women 

Hie recent Bombay High Court 
judgment on the resource entitleincms 
of a divorced Muslim woman vis-a-vis 
her former husband has revived the 
controversy which (he Shahabanu case 
of 1986 gcneidted and which had 
led to the enactment of Ihe Muslim 
Women (Proieciion .>t Rights on 
Divorce) Act. _ 1488 

Slow Money 

There was a significant deceleration 
in monetary growth in 1998-99, 
particularly in deposit money growth, 
attributable to the fall in farm output 
tn 1997-98 and the three-year long 
industrial stagnation. There was 
also a decline in income velocity 
reflecting the slackness in real 
econonuc activity 1474 




LETTERS TO EDITOR 


Sachin Chaudhuri: A 
Personal THbute 

A FRIEND who was wnting a weekly 
column for The Economic Weekly intro¬ 
duced me to Sachin Chaudhun in October 
1949. when 1 was passing through Mumhai 
on my way back from the US. He was 
a frail IcMiking man in his early .SOs who 
was working very hard to make The 
Eionomii WecLly the most respected 
economic journal in India. Sachin a.sked 
me to write for the weekly as soon as i 
had .settled down in Sri Lanka where 1 was 
going to teach at the univeisity 

1 did not write anything tor The E(o- 
nomte Weekly for years but he kept on 
sending me copies of the |oumal icgularly, 
without ever asking toi any payment When 
wc gut marned. Sachin visited us and 
asked both Kamla and me to wnle lot the 
weekly I was working then in the Plan¬ 
ning Commission and had found that 
Sachin had already achieved his ambition 
The Economu Weekly had become the 
most respected economic journal in 
India. Its copies were read with intert'st 
by .senior otficers and .some members of 
the Commission and Ins comments on 
various economic policies were discussed 
by them 

During 1963, when my work in the 
Planning Commission was not Umi heavy. 
I prepared a study oi technological change 
in agriculture and accompanying social 


and economic changes in a village in 
Punjab Sachin promptly published it in 
the iomi of five articles in The Economu 
Weekly One ol the articles on women 
in the village was by Kamla Sachin 
later brought the articles together in 
the lorra of a IflO-page monograph The 
Ford Foundation eagerly snapped up l(K) 
copies 

Encouraged by this publication. Kamla 
contiibuicd three articles to the weekly 
on women's participation in economic 
activities based on analysis ot data o! the 
1961 Population Census. The articles wei e 
noticed by lister Boscrup, a Danrsh econo¬ 
mist who was wnting a hook on women 
and economic development She included 
the pnncipal findings ol the articles in her 
biKik and became a personal Irierid ol 
Kamla 

Sachin was always ready to help with 
sage advice I had pn'pared a rather bulky 
manuscript incorporating the results ol 
sonic village studies that I had done while 
working as a collector in Rajasthan When 
the manuscript was not accepted toi pub¬ 
lication by two publishers, he told me, 
“there is gorxl material here, but you need 
to slay a year in an Ameiican univeisity 
to revise it with the help of a prolessiorial 
editor to make it fit lor publication" I had 
no means of doing this and the manusciipl 
was ncvei published 

Sachin's apartment in Churchill Cham¬ 
bers, located behind the Gateway of India, 
would olten have irregular water supply 
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and some leaks in the bath room, because 
the landlord would not do the needed 
repairs. But it was open house to all social 
scientists. Indian and foreign, who wetg^ 
contributing articles for The Econoauc 
Weekly. Among the people who wrote for 
the weekly were Ignacy Sachs. Amattya 
.Sen. the late Wolf Ladejinsky, K N Raj 
and Iqbal Gulati and a large number ot 
cultural anthropologists, .sociologists 
and political scientists who had done 
village studies in the various legions ot 
India 

Once, when I stayed with him lor a day, 

I found that a fellow guest was an eminent 
British cultural anthropologist who had 
done a study of a village oi tnbals in 
Orissa Two articles summarising the 
results ol the study had appeared in The 
Eionomu Weekly 

Kamla and 1 ate giatelul to Sachih for 
his constant advice to us lo write and foi 
publishing what wc wrote Wc can never 
loigel him 

V Naiii 

New, Del 

Secularism 
and Communalism 


TflL article by Robin Archer, 'American 
Coiiimunalisiii and Indian Secularism 
Religion and Politics in India and the 
West’ (LTW. April 10-16) deserves due 
credit III making a lomniendable com¬ 
parative study of the US and India in 
lelation lo the sway of .secularism and 
communalism His analysis of the role 4^, 
Christianity and Hinduism in their politi¬ 
cal evolutions is revealing 
One wonders why the wriiei as.sumc.s 
that every reader has a clear grasp ot the 
implications and dcstinction.*- of ‘.secular 
ism' and 'sccuhnisation'. These ought to 
have been made vivid before pioccedinf 
with the comparative study 
It i.s ama/ing to learn ol Britain, being 
idcntilied with d.sccuiarised society When 
the hciul ot the .state is that of the church, 

IS It not a theocratic one? 

The study has ignored the vision ol 
Gandhi in invoking the name of Rama 
misleading the Muslim leaders and the | 
role of the political parties. 

T M GnanapraoaS/ 

Madurai 
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Shoring Up the States’ Finances 


T he Tinances of the state governments, it is well known, 
arc a cause for the grave,sl concern. It is not equally plain, 
lowever, how the problem is to be dealt with. According to a 
ccent report, four states - Punjab, Orissa. Himachal Pradesh 
ind Rajasthan - have committed themselves to major H.scal 
elorms, including time-hound incrca.scs in user charges and 
:ontrol of expenditure The commitment is contained in 
nemorandums of understanding (MOUs) signed by these 
«tate governments individually with the union finance ministry 
:>inding themselves to specific conditions in return for the 
, ^nise of assistance by the centre to tide over the fiscal 
.tiiich facing them in the wake of the Fifth Pay Commission’s 
Av»ird Thcdevelopmenthasheendcsenhcdas ‘apathbreaking 
iiovc* The union finance minister has been quoted as saying 
hat this was “the first time we have jointly worked with the 
>iatcs tocfiect a fiscal correction programme". The MOUs arc 
ipparently just one short-term clement in an attempt to c xtend 
liscal icforms to the states. A inedium-tcnn strategy with a 
. orpus f und to hai I out cash-strapped states is to be worked out 
:iy a committee comprising the deputy chairman of the Planning 
rommission. the union finance minister and the chiei ministers 
)f seven states. Meanwhile, a few states in especially desperate 
>11 aits have signed up and committed themselves to the path 
>1 fiscal rectitude in tetum for immediate central assistance 
The assistance is apparently in the fonn of advance release 
l^nds which would have been available to thc.se .states in the 
^rse of the yeai under the dispensations of the Planning 
Commission and the Finance Commission. Some additional 
lands as well may he provided to these states subject to 
lultilling their obligations under the MOUs. The conditions 
notwithstanding, states are evidently prepared to sign the 
MOUs with the cenuc. With the finances of almost all states 
in utter disarray and their revenue expenditure gap, the fiscal 
'trlicit, widening to nearly 5 ner cent of GDP in the last two 
years from less than 3 per cent earlier and threatening to 
explode, macro-management of the economy was indeed 
getting more and more nightmarish. So no exception can be 
taken to any attempt to get the state governments to put their 
finances in better shape. Further, under the new dispensation 
(>l World Bank and ADB extending loans directly to the states, 
the slate govcmmenix are accepting the stipulations laid down 
y these international institutions; so what, it may be asked, is 
Tong with their giving undertakings of proper fiscal conduct 
' very own national government? 

1 C argument would be more acceptable if the conditions 
a! are being imposed on the states through the MOUs with 


the centre were known. But as things aie, the tenns of the 
agreement entered into by each of the states arc shrouded in 
secrecy and one state docs not know what the others have 
committed themselves to beyond the titbits that trickle 
through (or arc leaked) to the media. While the general pattern 
of the MOUs may be similar, the exact terms are - they need 
to be perhaps - state specific and so is the nature and quantum 
of assistance promised by the centre in return. It is not that 
on!y the sums already budgeted arc being released in advance 
Almost certainly, there is the promise of additional transfers 
from the cenire, which means transfers at the discretion of tlic 
centre. This is an eventuality the scope of which our Consti- 
tuiion-makcrs sought to keep to the minimum by providing 
fni the institution of the Finance Commission. True, tte 
annual transfers of funds to the states effected through the 
Planning Commission are essentially discretionary and not 
Lonstitulionally mandated, but over the years ccntial assis¬ 
tance for the state plans ha.s come to be governed by some pre- 
announced rules thereby limiting the scope lor exercise of the 
centre’s discretion. It is one thing for the Planning Commis 
Sion to lay down conditions lor plan assistance and the centre 
to play the role of a monpor of decisions reached at bodies 
such as the National Development Council or the Inter-state 
Council and quite another lor the finance ministry to take 
upon itself the role of a lender of the last resort and get the 
States to agree to stipulations formulated in the light of its own 
political preferences, bypa.ssing the established institutions 
and mores for dcvoluuon of federal funds. With the centre 
now assuming the role of benefactoi to those who fall in line, 
the framework of federal transfers that has come to be estab¬ 
lished in the last SO years cannot but be impaired 

There is also the question of constituliunal propriety. 
Gi anting that under Article 282 of the Constitution it is 
permissible for the centre to transfer funds beyond what is 
mandated by the awards of the Finance Commissions to the 
States for a ‘public purpose’ - and restoring the fiscal health 
of the states can no doubt be proffered a.s .such a purpose - the 
ohiects and the terms of such transfer must obviously be 
transparent. Then there is the question of the condition im¬ 
posed on the states. Gianting, again, that condiuonal and 
specific-purpose grants have a role in transfers from higher to 
lower level governments in all federations and, further, that 
the centre can intervene where the actions of a state have inter¬ 
state ramifications, can the ccn'ral government impose on the 
states Its own ideas of what should he their policies hearing on 
their own citizens? While the autonomy of (he constituent 
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imitii in a federation cannot be n^arded as 
absolute - theie have to be restrictions in 
the nauonal interest or the mutual interest 
of all -acardinalprincipleoffederalismis 
that the states must be free to decide, 
within the given constitutional framework, 
what revenue and expenditure policies 
(hey want to pursue. Does not this auto¬ 
nomy get gravely impaired when the central 
government sets out to tell them how they 
should manage their fiscal affairs*’ Even in 
matters that affect cili/.ens of other states 
the national government can have a legiti¬ 
mate role, such a.s in harmonising taxes 
that bear on people and businesses ai niss 
the country, but what that role should he 
and how it should be discharged have lo he 
anived at through coasensus in a bcaly 
.such as the NOC' In its enthusiasm to set 
nght the states' finances, the central finaiu e 
ministry is Ihmatening to ride roughshod 
over the .sensitive area of centre-state 
relations. Of course, it can point lo the 
states' willingness lo sign the MOUs That 
the state governments are ready to do (his 
is indeed a pity. Perhaps they find it easier 
to push through much-needed but politi¬ 
cally unpopular rctonns in areas such as 
pneing of essential gixxls and .seivices 
when such decisions can he .shown to ha ve 
been impcxscd from alxive. But they may 
come to rue such expediency when (hey 
soon dtscover how little nxim they have 
soon left tor pursuing tlicir own policies 
and arc reduced to being mere agents of 
the centre The MOH-niakcrs also may 
have to rca.son to wonder what they have 
been able to achieve after all when the 
slates falter and come back to tlieni lor 
lelaxation of the conditions thay had un¬ 
thinkingly agreed to 1 he fact of the matter 
IS that the mad to fcscal reform in i ledt*ni 
tion does not he thmugh ad hcK jettons 
and .short cuts. Thcie is no subsiitutc lor 
transparency, niies and institutions 

KARGIL 

Panicky Response 

LIKE other governments in New IX'ihi 
which were involved in military opera¬ 
tions in the pa.s(, the Vajpayee government 
IS also betraying a .sense of panic and 
iniotcrance at the gmwing expre.ssions of 
dcssent over its mishandling of the Kaigii 
.tiluation. Like its predecc.ssors, the 
Vajpayee govemmeni is using the .same 
okl rhetonc to di.sarm its critics. Its min¬ 
isters are dc.speralely appealing to a scep¬ 
tical public to sund as one nation* behind 
them in this hour of national crisis, and 
are bitterly accusing the opposition of 
‘politicising’ the matter by their entn ism 
of the government’s failures They plead 
that such criticism at this time would 
’demoralise’ the triKips who are lighting 
on the front 


But ironically enough, it is the same 
people nmning the government in New 
Delhi now who, when in the opposition 
in the past, used to ’politicise’ similar milit¬ 
ary failures of previous regimes. The pre¬ 
sent defence minister. George Femande.s. 
who IS today upset about tlie opposition 
ullacks on him and is ready to blame his 
criiics for being ’anti-national’, should 
sui cly remember that he him.seil never lost 
a chance of tearing Congress ministers to 
pit'ies whenever India suftcred any mili- 
Miy or diplomatic .setb«;k in relations 
wiih China or Pakistan. He cared two 
hcNits lurpicas made by tiie then beleagured 
government tor ‘national solidarity’ or for 
avoiding criticism of the aimy .so as not to 
‘dcinmahse* thetroops. In tact, his mentor, 
ih ■ late Rammanohar l.j>hia, in his public 
sixit hes during the 1 962 Sino-lndian war 
when India suffered an inglorious defeat, 
was oticn carried away by his hostility to 
piimc minister Nehru and his defence 
minister Krishna Mcnon lo the extent of 
loigelling the main enemy - China. For 
him. the failures oi Nehru and Mcnon 
provided his Socialist Party with an ex¬ 
cellent opportunity lo ‘politicise’ the situ¬ 
ation and i.solate the Congrc.ss Party. The 
present prime minister Atal Behari 
Vajpayee, wlio was then the leader of the 
Jan Sangh. the preeunaii of today’s BJP. 
was no less aggrc.ssive in his attacks on 
Nehni and Mcnon dunng those days, and 
baldly cared to respond to Nehru’s appeal 
lo rcl lain iiom critici.sm ot the army m the 
’ mtcre.st of the nation'. Where was his con¬ 
cern lor the ‘morale’ of the army m those 
d.iys'’ Or his sense of the need for ‘soh- 
darity' behind the then government*’Or his 
uigeiH y to ‘n.sc above partisan interests’*’ 
Yet tliesc are the terms which he and his 
ministers arc using now in ihcii appeals 
lo dissuatfe enlic.s from putting them in 
ihe dock for theii bungling at Kargil 
Again, ai the end of the l%5 Indo-Pak 
wai. these same politicians who aic now 
members of the present government, 
poured scorn over the late Lai Bahadur 
.Shastri lor signing the Tashkent Treaty 
ihai allowed the ndum to Pakistan of 
several areas captured by Indian troops 
duimg die war. The Congrc.ss govem¬ 
meni. on the defensive at that lime, ap¬ 
pealed to the opposition lo remain united 
behind the government and not to piecipi- 
late lurthcr hostility in relations with 
P.ikiN(an - for the simple reason that, in 
spik' of all us patriotic pledges* India 
cxmld not atford to eonlinuc the war. since 
Ihe I IS had suspended military supplies 
to India, along with Pakistan, a step which 
was supported by the Soviet leadership 
also, at whose intervention finally the two 
countries signed the Tashkent Ticaty in 
J<muafy 1966. But opposition leaders like 
Vaipayc'c and Fernandes were in no mtKid 
to heed to the government’s call lor a 


national consensus on the agreement, tliei. 
only aimthen bring lodiscr^t thegovem- 
ment to the utmost, and make use of iu 
military compromise in their eleriion 
campaign that followedayearlater. Today 
Vajpayee and company are merely being, 
paid back m iheir own coin. 

It IS not unusual therefore for the op 
position to pounce upon any failure of the 
incumbent government to discredit it 
irre,spcaivc of whether such failure in¬ 
volves the domesuc economy or national 
defence In the Indian politica] scene, 
dominated as it is by chauvinist instincts 
which have been nurtured by all political 
parlies dunng the last SO years, any defeat 
or compromise accepted by Ihe govern 
ment at the centre in the defence sector 


in particular, immediately provides the 
opptxsition with an excellent opportunity 
of whipping up a public outcry against tin 
regime, accusing it of what is the mos: 
sinful act in the eyes ot the Indian middle 
classes - betrayal of the nation’ .s temtonal 
‘integrity’ by compromi.sing on its bor¬ 
ders It IS an irony that the BJP, which had 
always been in the forefront of sudd 
chauvinist campaigns against Congresd 


und other goveninients at the centre ijft 
past, should today, being in power in^r 
Delhi, led threatened by the po.s.>ibtlitj 
of a similarcampaign that may be launchei 
against it by the Congtess and othe 
opposition parties in the coming election 
Whatever may be Ihe outcome of India* 
present military operations in Kargil. o 
the lulurediplomatic negotiations bet we i 
New Delhi and Islamabad, the BJP-lo 
government’s initial failure to rtefend Ih 
borders at the LoC is sure to come up a 
an I.SSUC in Ihe election campaign. Lik 
any opposition in a no-holds-barred po 
liticul arena, the anti-BJP parties ji 
expected to massage their ‘killer instinci 
- the term which our politicians are s 
tond of using to inspire our cric^< 
against Paki.stani players - and are 
to exploit all Ihe lapses of the Vajpayi 
government, in the same cynical way whK 
Vajpayee and his cohorts resoited to i 
196? and again in 1965 lo discredit d 
then Congress government at the cenli 
Vajpayee will have to areswer a lot 
embarrassing questions in the cornu 
electoral campaign - why did his miliu 
intelligence aillap.se le»ling lo the sili 
occupation of the LoC outposts by I'i 
aided infiltrators*.’ Why did his army i 
spond in a ham-handed way that resuR 
in the loss of fives of hundreds of jawai 
And then, over and above all these tni 
happenings, how can he preside ova|^ 
farce where his defence minisrer codl,, 
out with a ceitificate ahsofving NaiA ^ 
Sharif of complicity in the Kaigii in(J& 
tion, followed by his promise 
pas^gc’ for the infiltrators? His rimf 
habit of blaming the media for ‘miv |(l 
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ing’ him does not wash with either the 
Mian public or the foreign media. 

What is politically significant is that ail 
these happenings are uking place under 
a government ted by a party which hod 
always been claiming that it is the most 
ani)nutted defender of India’s territorial 
integrity. The present leaders of the BJP 
are still fond of reiterating that they were 
the first todcnounceNchrufor being caught 
napping during the 1962 Sino-Indian war. 
Today they can be accused of the .same 
lapse in Kargil. Vajpayee's inept handling 
of the Kargil ensis shmild offer an unprec¬ 
edented opportunity to the opponents of 
BJP to nail the party and call its bluff. 

But the ineptitude of (he BJP-led govern¬ 
ment and the cynicism of its opponents 
apart, as a matter of principle, defcncc- 
iclated issuc.s cannot he pul outside the 
purview of political criticism on the plea 
of 'national security' or protection of the 
morale* of the army. The present 
f'ovcmmcnt’s el forts to counter such criti¬ 
cism by suppressing di sscmination of news 
on grounds of 'operational requirements' 
ij eupliemisni being used by army gen- 
■"■Us in tlK'ii daily pres.s brictings lor 
'%holding information about how much 
If jjfca had exactly lH*cn recovered till date) 
or by suddenly withdrawing pcimi.ssion 
III foumalKsts to visit Kargil on then own, 
unless accompanied by military escorts, 
1)1 the information minister Pramod 
^fahaJan's ban on Pakistan television 
broadcasts in India, are knee-jerk reac¬ 
tions of a panicky government 

VRS 

Uncertain Gains 

A correspondent n rites 

('ALL it a golden handshake, a voluntary 
letiremeni scheme (VRS) or a separation 
me -post-reforms India has .seen many 
Such efforts by Indian companies, in the 
private as well as the government sector, 
•o bnng down their manpower to commer- 
I tally justifiable levels. While manage- 
|inents' concern at having to carry the 
burden of huge .surplus manpower that 
(annot be rettepioyed or retrained Lir any 

I prnducti veengagement in the existing set¬ 
up IS understandable, the overall cBec- 
liveness of action on the above lines in 
A'aling with the problem, especially in 
Ipuhitc sector undertakings (PSUs), needs 
I'ulhinking. 

PSUs face a genuine problem of excess 

I ni,^power that grew historically whether 
N-cause the available technology needed 
'■r the prevalent political philosophy 
jgicouraged it or potiiicians and bureau- 
wanted to employ their kith and kin. 
, with rapid technological and mana- 
igi-Tui change eveiywhere, it is not that 
(hose at the helm do not appreciate the 


need for reduction of manpower in the 
PSUs. But the approach in dealing with 
the problem has bv.'en to look for 'conve¬ 
nient' rather than workable solutions. 

PSUs (and many of the larger private 
enterpri,ses) employ more people also 
because they have social (Alligations that 
span sometimes ninning a whole town 
with complete civic responsibility, hospi¬ 
tals, educational institutions, etc. They 
have more people also because of poor 
infrastructure and tow productivity of 
labour. Technology change in industries, 
especially in the >.apital-intcnsive ones 
like steel, has aggiavated the pmbicm of 
.surplus manpowei As plants have grown 
obsolete and been replaced by modem 
ones using technologies requiring far fewer 
hands, large prupoiiionsot the labourforce 
have been remtered redundant. This has 
happened more in the last few years alter 
the initiation of the economic reforms. 

There has been a significant improve¬ 
ment in overall inliastracture. especially 
in the area of communication and some 
improvenumt in the way offices arc man¬ 
aged. However, despite technological 
change and increased capital intensity 
(whichcompanies abioad wcxild have used 
for substitution ot labour) coupled with 
impioved infrasiructure. there has not been 
any significant tail in the numbers em¬ 
ployed Systemic ineiticiencics, reilected 
in lack of work discipline, making for the 
pmliieralion of subordinate staff and stand¬ 
bys even in arccxs uniclaled to the real 
operation of the cntei prise, continue. 
Because of the accepted culture of work, 
largely determined by the .standards in 
govi'mmcnt offices, a bloated workfoice 
IS difficult to reduce Even today, de.spite 
impressive changes on paper on many 
matters. PSUs find it convenient to follow 
government practices torvanousrca.soii.s. 

The government ultimately is the owner 
ot the PSUs. They may have advanced m 
areas of marketing and commercial opera¬ 
tion, but when it comes to the culture and 
organisation ot work, the PSLts tend to 
remain within the obsolete framcworic of 
government otTices. This will continue as 
long as the PSUs remain under the shadow 
of the government. Theicforc. it is govern¬ 
ment reforms rather than PSU reforms 
which should he the first item on the 
agenda. One cannot rcally dispense with 
the hundreds and ihou.sands of peons, 
clcrk.s and drivers in PSUs .so long their 
counterparts continue loiemaincntrenched 
in government offices The government 
also lets hundreds ot offices with no 
effective function tocon'inue toexist. The 
government thus loses tis moral authority 
to enforce even the .smallest unpleasant 
decision on PSU employees. Since the 
government does not seem to be in any 
hurry to reduce its own manpower, it does 
not set an example for (he PSUs. Invari- 


idily, therefore, the PSU managements' 
efforts have been towards effecting com¬ 
promises instead of taking hard business 
decisions. 

The sheer si/.e of the redundant 
workforce is also a problem SAII., for 
example, has abenit l.70,0()0 workers to 
produce about 10 million inniK's of steel. 
Incomparison, EssarSteelhasahuut i,7(X) 
to produce two million tonnes. While tlicre 
can be no exact comparison beiw(K;n the 
two companies due to the differences in 
technology, operations and management, 
the numters sIkiw the magnitude of the 
problem for SAIL. Ilie reduction in 
workforce needed would he anything 
between .^O,()00and70,0(X). In the lastlcw 
years SAIL has tried many schemes of 
.separation While .some have left as a 
result, the number ha.s been tix> small to 
make any impact. 

The point here is not what SAIL or tor 
that matter any other PSU facing a similar 
problem should do, but whether the sort 
ot schemes that have been tried out will 
do any gtxid at all. For one thing, so long 
as the overall work culture in the govern¬ 
ment and the PSUs remains unchanged, 
there will be a tendency to recruit people 
again in .some other area. Second, the 
massive pay-ouls under consideration will 
put a heavy financial burden on the com¬ 
panies which many will find too heavy to 
hear Third, despite managements’ un¬ 
willingness to let them go. it will often 
be go^ workers wIki will leave under 
.separation schemes fot greener pastures 
in the private .sector Fourth, a.s in the 
obsolete offices of the government, sur¬ 
plus manpower is often employed in long- 
abanikincd busines.scs within a PSU as 
well as by PSUs that have no rea.son to 
exist. So long as such offices or 
organisations arc allowed to continue, the 
potential savings from VRS will not be 
forthcoming in full measure as establish¬ 
ment costs will not get proportionately 
reduced The government .should in fact 
identify its own offices as also PSUs which 
need nol exist at all and apply separation 
schemes to them first. Fifth. unic.s.s there 
IS an effective threat ot loss of job after 
the expiry of the VRS time-frame, the 
schemes will lose much of their effective¬ 
ness. The PSUs should make known the 
areas of activity and the categories ol jobs 
which will be .sought to be dispensed with 
to enable particular sections ot the 
workforce to get a clear pictut c where they 
stand As long as the VRS is seen as a gift 
from a desperate organcsation and not as 
a compromise alternative to the imminent 
loss of jobs which have lost ihcircominet- 
cial rationale, the PSUs will continue to 
he enmeshed in never-ending batgains 
which, despite latge pay-outs, make little 
impact on the problem of surplus man¬ 
power. 
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CURRENT STATISTICS £l*WRcwarch Foundation 


Kev itend\ in the rixeiil monetary and banking data are (i) a (rend ratr of expanaion in Mj of about 17 ^ 0 ;;r cent per annum for over a decade, (it) a 
sharp change in the composition of bank deposits in tavoui of time deposits fonowmg interest rate deregulation measures favounng shott-teim deposits 
combined with sluggish capital market conditions, tiiil inireased money multiplier following reduced reserve ratios and also lower cuneney to deposit ratios, 
and (iv> a steady decline in income velocity ,Somc of ilicic trends ^so reflect ttv cmlinued rapitl growth of financiil mieiniedistion 

Macroeconomic Indicators 


Index Numbers of Wholesale Weights M.iv ?2. 
Prices (mi-82 = 100) I'm 


Vaiijlum (Per Cent! Point-to-Potnt 

Over Jhrer 12 Months Pi-suil Year .So Pat 1998-99 1997-98 1996-97 1995-96 
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417 8 

08 

40 

67 1 3 

20 

48 

53 

69 

50 

PnlTuiy Anicles 

12 10 

4X6 1 

1 9 

62 

98 30 

46 

78 

7.7 

70 

54 

Food Articles 

17 19 

4^^ 2 

27 

77 

114 72 

7 5 

10 1 

40 

9.6 

98 

Non-Food Anicles 

101)8 

472 7 

04 

46 

77 -1 7 

-01 

b 1 

8.7 

37 

-I V 

Furl. Power. Light and Lubncanis 

1066 

VX)7 

00 

27 

89 

If) 

17 

11 4 

16 9 

47 

Manulaclured noducts 

77 04 

4 45 6 

02 

29 

4 3 04 

1 1 

37 

40 

49 

70 

FiMid PiikIucIs 

10 |4 

4.12 7 

0 3 

11 

58 02 

20 

.7 0 

77 

14 1 

-07 

Food Index (computed) 

27 7 4 

4I4K 

1 8 

63 

9 6 3 6 

57 

84 

45 

II 1 

63 

All Commodities (weekly aveiage basis) 











(Apnl 3.May 22, 1999) 

l(X)00 

155 X 


66 

48 40 

6 1 

69 

48 

64 

78 


Latest 




Variation iPei Cent) Point-hvFomt 



Cost of Laving indices 

Muiitli 

Osii 

■QYff.l 

2 Months 

Fiscal Year So Far 

1998-99 

1997-98 

1996 97 

1997 96 

1994-97 



Month 

Latest 

Previous 

1999-2000 1998-99 






indusinal Workers (1982^ 100) 

414 0’ 

-02 

89 

83 

8 9# 8 4# 

89 

83 

100 

89 

97 

Urban Non-Man Bmp (l984-8.7a.|(X» 

44) 0* 

0 3 

79 

78 

0 3 14 

90 

72 

102 

82 

99 

Agii Lab 0986-87=sl00) (Link tactor 5 89) 29 S o' 

0 1 

8 1 

46 

03 04 

88 

38 

10 5 

72 

II I 

# for IWf^-Wand l*>97 98 lespeciivcly 











Money and Banking (Rs cnire) 





Vanalion 







Mav7 




. Fiscal Ycai.SoFac 







l‘)99 

()vk*r Miwih 

Over Year 

l«•99-2n0() 1998 99 1 

1998 ‘)9 

1997-98 

1996-97 


Money Supply (Mil yososbiiv 

( uncncy with Public IKSnox 

Dcpuaii with Banks Xl()2‘i 

Net Bank Credit to Oovt 405S14 

Bank Credit to Cotnml ,Sn tor 49M tS 

Net Hsireign t* liange AwSs I s 1 49X 

Reserve Money (May 21) 2612Xi) 

Net RBI Ciedil to Ccnlie f IS1264 

RBI Credit to Bks/Coniiii 5»ectui 20X9 ( 

Seheduled Commeicial Banks (May 21) 

Deposits 728^4^*" 

Advances 46X441 

Non-Fixxl Advances 446647 

Investment:, (tor SI R purposes) 26987 4 

Coiimieicial Invesliiieius .ind 
bills rediscounted with FIs 49.4')9 

Includes Ks 17 947 criire iin ,aa ouiil ul pn 


III962II II 
lOli'hs 8) 
17 WHO 2) 
'•942(2 7) 
4401(0 71 
IMHitl I) 
1724(06) 
I76hl I I) 
inOtH 4 6) 

2824(0 4) 
17(Hneg) 
2711(0 8 ) 
6745(2 6 ) 


171691(179) 
25725(16 I) 
1258.53(18 4) 
54844(1.7 6 ) 
60780( 14 I) 
24718(19.7) 
44643(15 4) 
11599(8 2) 
7000(70 4) 

1150690 8 8 ) 
48054(15 0) 
41748(13.7) 
41083(180) 


4()4{(jXi 15474(45 6 ) 


24658(2 5y 
15749(9 I) 
9876(1 2) 
2I26K(7 7) 
4494(09) 
286.7( I 9) 

2n6(H()8) 

7847(7 4) 
•^794( 18 0) 

11074(1 7) 
2449(0 7) 
-2742(-07) 
157.74(6 2) 

492(1 Ol 


?(K)K6(2 4) 14711907 8 ) 
14949(9 7 ) 24 0 7(16 7) 

6747(1 0) 1227420X1) 
2(X)9X(6 I) 736740 6 24) 
-?IK2(4>7) 7420402 7) 


20(0 2 ) 
247(0 )) 
8047(6 0) 

-l4g<)(-9 O) 

786611 3) 
3689(-l I) 
-6696(-2 I) 
10087(4 6 ) 


22064(17 4) 
4281804 7) 
0799(9 0) 
10205(66 8 ) 

)ll86IOK7) 
419240 2 9) 
375930 2 I) 
4541406 2) 


12546107 9) 
130170 0 5) 
in09909 6 ) 
4197304 5) 
564310 5 0) 
21072(20 0) 
264170 4 I) 
12915007) 
2029(15 3) 

W8!t09 7) 
456770 6 4) 
4079(HI5 I) 
281920 4 8 ) 


9784106 2 
1382901 7 
84162(17 5' 
308400 2 0) 
31659(9 2) 
23376(28 4) 
7727(2 8 ) 
1944(1 6 ) 
l7777(-7404 


717800 6 7) 
24387(9 6 ) 
2678(HI09) 
277410 5 6 ) 


% 


1832(5 7) 16815(52 4) 12552(64 2) 4168(27 1) 


Tils tioni RIHs since August 28, I998.excludinr them the year on year and tlic I99K 99 fiscal yeai growth of miincs suppls 
would be 17 8 pet cent aial l‘> 6 pncenl nsfssaisrly laki*SMsc hank ikixwits wnhoul RIBs grew by 178 per cent and 17 7 percent, rcspecuvely 7 after ilusuieni govt ouaxaits 


Index Numbers of Industrial 


VliiFch 



Full Fiscal Year Averages 


Production (1993-94sl00) 

Weights 

I'W9 1998-99 


1997-98 ■ 


1996-97 

1995-% 

1994 97 

Ciciieral Index 

inoixi 

'l'76(r 142 8(3 8 ) 


137 6(6 6 ) 


129 0(7 7) 

122 4(12 8 ) 

108 4(84) 

Mining and Quarrying 

10 47 

145 0 I 20 3<-I7) 


1224(5 9) 


11761-20) 

117 9(9 6 ) 

107 6(7 6 L 

Manufaciuling 

79 4h 

179 2 I46..3(4I) 


140 6(6 7) 


131 8(67) 

123 5(13 8 ) 

108 5(8 7)’ 

FJeclncity 

10 17 

152 2 138 4(6.7) 


I30(H6 6 ) 


121 9(3 9) 

117 3(8 1) 

108 5(8 7) 


luiir 4, 

Month Year 1999-2060 &>J ar 1991L99 

_Enid rif Pitcjl Year _ 

Capital Market 

lU*!*! 

Ago Ago frinigb 

Peak 

Trough 

Peak 

1998-90 

1997-98 

1996-97 

BSF ScnsiTiw Index TTv’ii’^TllO) 

’ 4044ri4oT 

~4W 3'i46(-8 2) .3247 

4075 

278.. 

4281 

3740( -3 9) 

3893(1.7 8 ) 

3361 (-0 2) 

BSF-lOO st98.4.84s>l()0) 

1744(10 6 ) 

1546 1577( 4 8 ) 1409 

1777 

1242 

1890 

1671(-2 7) 

1697(1.7 9) 

1464( 7 7) 

BSt-200 (I<>89 'XlssIlX)) 

1‘77(I0 2) 

450 46(X-2 4) 322 

4(X) 

289 

429 

380(0.8) 

377(149) 

128(-.7 0) 

S and P CNX-70 iNsw 4 I 995=I(X)0) 

1175(127) 

l(X )8 10271-.5 4) 931 

1167 

812 

1213 

l07H(-3 5) 

1117(15 4) 

968 

.Skindia GDR Index (Jan 2. I'ldSTloaO) 

764(11 9) 

6 >)l 683 581 

801 

717 

101.7 

673(-.405) 

940(1 1) 

930( 4 4) 


Foreign Trade 

Maich 




.{•wU-FiKiiI Ysw 




1999 

l'J98 'W 

l<»7 98 

1996 97 

1997-96 

1994-95 

I99V94 

Lx|iorts Rsuine 

14414 

~T41604(8 8) 

130101(9.7) 

118817(11 7) 

1063.73(28 6 ) 

82674(18 5) 

69751(29 9) 

VS 5 mn 

1.396 

.13613( 19) 

44976(4 5) 

.33470(5 3) 

317')7(20 8 ) 

26330(18 4) 

22238(200) 

Impoits Rsemre 

17187 

i;i)099(14 2l 

154176(110) 

138920(1.3 2) 

122678(36.3) 

89971(23 1) 

73101(17 3) 

USSmn 

3577 

4I80.'(0 9) 

41449(5 9) 

39132(6 7) 

46678(28 0) 

28654(22 9) 

23306(65) 

Non-PC)l US $ nui 

2984 

1.5928(10 1) 

32562(11 9) 

29(l96(-0 2) 

291.72(28 3) 

22727(29 5) 

17552(112) 

Balance Ol'Trade Rsemre 

-771 

-34495 

-24076 


-20102 

-1632.7 

-7297 

-.1350 

US 7 mn 

■IH2 

-8188 

-6472 


-.766.3 

-4881 

2324 

-1068 


May 28 

May 22. March 31, 



Variation Over 



Farripi Exchange 

1999 

199k I99<) 

Month 

Year 

Fiscal Yeai So Far 

1998-99 1997-98 

1996-97 1995-96 1994-97 

Reserves (exiludmg gold) 



Ago 

Ago 

1999-»)00 1998-99 




Rsemre 

131608 

106112 125446 

TtW) “ 

25496 

6162 .3601 

229.1.7 22137 

21649 - 

■7302 18402 

I'SVmn 

30613 

25573 29530 

994 

.5040 

1083 -403 

.3774 3607 

.724.3 - 

•3690 .5640 


Niiie\ (I) Suprtsi ripi nunivr ' dciintes ••'iinth In which flgure relates, r g, sii|>erscnpl 4 stands for ApnI. (ii) Figures m brackets ore perccniage vanationa over the qiecifiedi 
over the coropaiabk pel ind of rile previous year na notavaiTablr neg negligible 'unchanged 
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Money and Banking 


Monetary Vanablet Oolsianding Fiscal Year Vonahons 

os on-——-—. 

Mar1I.IW9 I998-'J9 1997-98 l9%-<»7 IW 96 l<J94-95 1993-94 1992-93 1991-92 I99n.9| 1<J89 90 1988-89 


'Money Supply 1 M3) 

974328 

147119* 

I2S36I 

97841 

72381 

97019 

67582 

49776 

.31221 

34878 

17437 

29218 



(17 8) 

(17 9) 

(162) 

(117) 

(22 3) 

(18 4) 

(157) 

(19 3) 

(1.3 1) 

(19 4) 

(178) 

Cuuiency with the public 

170119 

2411.3 

13917 

I.38’’9 

17.377 

18380 

14028 

7173 

8030 

6748 

7971 

4770 


(16.3) 

(10.3) 

(11 7) 

(17 3) 

(22 3) 

(20 3) 

(II 7) 

(1.3 2) 

(14 61 

(20 8) 

114 2) 

Deposits with bonks 

800397 

122732* 

111098 

84162 

33043 

777hl 

52342 

42173 

42960 

28034 

29582 

24131 


(18 1) 

(19 6) 

(17 )) 

(129) 

(22 2) 

(17 6) 

(16.3) 

(201) 

(132) 

(19 2) 

(18 3) 

Net bank credit to govetninenl 

38426f> 

33674 

41972 

3()8-l2 

13159 

I8S0I 

27680 

1797.3 

18070 

21042 

20676 

12103 


(16 2) 

(14 3) 

(120) 

(13 9) 

(9 1) 

(15 7) 

(114) 

(12 9) 

(197) 

(214) 

(14 1) 

Bank cicdii to comm sector 

486942 

34204 

3()4.1l 

11639 

3192.3 

.34949 

17639 

32142 

16224 

20063 

23822 

20193 



(12 3) 

(1.3 0) 

(9?) 

(17 7) 

(23.1) 

(8 0) 

(17 1) 

(9 4) 

(13 2) 

(186) 

(19 0) 

Dotneslic credit 

871208 

107878 

98403 

62301 

87284 

73450 

45319 

50117 

34294 

43107 

44498 

125(X) 



(14 1) 

(14 8) 

(10 1) 

(16 9) 

(16 6) 

til 4) 

(14 5) 

(IIO) 

(16 0) 

(198) 

(169) 

Net foreign exchange asset 

148633 

22064 

21073 

2333S 

1109 

24420 

30169 

3217 

10645 

3930 

-149 

1128 

ol the hanking sectm 


(17 4) 

(20 0) 

(28 4) 

(19) 

(44 7) 

(123 4) 

(13 2) 

(1006) 

(59 1) 

(-2 2) 

(19 9) 

Reserve Money (RM) 

2.'!9220 

.32818 

26417 

3328 

23173 

30610 

27893 

11274 

11726 

10188 

14631 

9469 


(14 3) 

(132) 

(2 8) 

(14 9) 

(22.1) 

(25 2) 

(11 3) 

(134) 

(13 1) 

(212) 

(17 7) 

Bankets deposits with RBI 

79703 

7898 

12231 

-8970 

7126 

10467 

12611 

3258 

3059 

3116 

6362 

4175 


(110) 

(20 3) 

(-1.1 1) 

(170) 

(20 6) 

(33 1) 

(9 3) 

(9 6) 

(10 9) 

(29 6) 

(23 2) 

Net RBI credit to govcniinent 

130132 

14972 

10979 

2812 

19871 

2178 

831 

4431 

3168 

15163 

14068 

6928 



(II 1) 

(8 8) 

(2 <1 

(19 6) 

(2 2) 

(0 9) 

(4 7) 

(3 8) 

(20 6) 

(23 6) 

<11 1) 

Net RBI c's'dit to ecnlre 

143416 

11799 

12913 

191t 

1983.3 

21.30 

260 

42.37 

3508 

14743 

1.3813 

6.303 



(8 8) 

(107) 

(1 M 

(20 1) 

(2 2) 

(0.1) 

(4 6) 

(6.3) 

(20.3) 

(2.1 7) 

(12 6) 

RBI credit to (ommcni.ils 

12223 

4039 

19.39 

-608 

263 

148 

225 

-1040 

918 

-7 

825 

17.34 



(49 3) 

(31 0) 

(-8 9) 

(4 0) 

(2.3) 

(16) 

(-14 3) 

(14 3) 

(-0 1) 

(14 9) 

(43 8) 

RBI C’vdit t<i Banks 

13262 

6166 

91 

-14930 

848.3 

7919 

-4334 

4783 

-4903 

2333 

.192 

2639 

inci NAHARD 


(86 9) 

il 3) 

(-(i8 1) 

(610) 

(142 7) 

(-43 8) 

(917) 

(-49 0) 

(.19) 

(5 5) 

(59 4) 

Ni’l lores .issels of RBI 

1.37934 

22064 

21071 

20723 

(<28 

21298 

28775 

.1809 

10835 

1915 

-1.13 

78.3 



(19 0) 

(22 2) 

(28 0) 

(-0 8) 

(45 3) 

(127 1) 

(20 2) 

(1.36 0) 

(11 6) 

(-2 1) 

(14.3) 

Net nun-monclar> liabilities 

38038 

14776 

8099 

3886 

2919 

3321 

-2209 

831 

193 

9486 

6 (K) 

2711 

of RBI 


(14 1) 

(2.10) 

(8 9) 

(10 0) 

(128) 

(-7 8) 

(3 0) 

(1 5) 

(54 1) 

(3 .3) 

(19 1) 

Monetary Ratios 





In percentages (except money multiplier) 




).nd peiiod 

Cunency/depustLs 


21 1 

21 3 

71 1 

24.3 

23 6 

23 3 

210 

24 0 

23 0 

23 2 

24 8 

C'urreniy/M3 


17 3 

177 

188 

196 

189 

189 

186 

19 3 

20 0 

200 

19 8 

I»cposits/M^ 


82 1 

HI 9 

80 7 

79 9 

804 

80 5 

81 0 

80 3 

79 8 

79 7 

79 8 

Money multiplier (M.VRMi (in multipicsi 
•As piopoilion to domestic Lrcdil*' 

.1 76 

163 

131 

1 n 

3 14 

3 13 

.131 

3 19 

3 03 

2 98 

107 

■I) Net bank credit to govcmnH'nt 

413 

4.1,3 

113 

42 8 

43 2 

46 2 

44 5 

43 7 

44 9 

43 6 

43 0 

li) Bank ciedit to iuinmercial sector 

36 3 

36 3 

36 3 

37 2 

.36 8 

33 8 

35 5 

34 1 

.35 1 

36 4 

57 0 

Incremental 

Cuiteni y/dc[Ktsits 


19 6 

12.3 

164 

11 9 

216 

26 8 

17 0 

187 

24 1 

26 9 

198 

C'iinency/M.t 


164 

II 1 

14 1 

24 2 

189 

20 8 

144 

157 

193 

21 3 

16 3 

l)c|iosils/M3 


83 4 

88 6 

86 0 

73 8 

80 2 

77 4 

84 7 

819 

80 4 

79 0 

82 7 

Money multiplier (M3/RM) (in multiples) 

4 48 

4 73 

17 70 

2 88 

1 17 

2 42 

4 42 

4 17 

142 

2 36 

0 46 

As piopirtc'ii to doiiK'Slie cicdil' 

¥ 












a) Net bank credit to govemmcni 

30 1 

30 1 

30 1 

40.3 

25 2 

61 1 

15 9 

.32 7 

31.3 

46 5 

.37 2 

b) Bank cmdil to commercial scctui 

49 7 

49 7 

49 7 

39.3 

74 8 

38 9 

64 1 

47 1 

46 3 

53 5 

62 8 

* Domestic credit is the total of net bank 

cn.*dii to govcmmeni and hank eiedtt to commercial sector 





Scheduled Cominereia' Banks 













Aggregate deposits 

717271 

111861* 

99811 

71780 

46960 

71727 

46560 

17814 

18217 

23.382 

26809 

221tl3 


(18 3) 

(197) 

(16 3) 

(12 1) 

(22 K) 

(17 3) 

(164) 

(19 8) 

(131) 

(19 I) 

(187) 

Demand deposits 

11.3480 

10967 

11903 

, 9993 

1712 

20131 

101II 

'.373 

11896 

4316 

5314 

1095 


(10 7) 

(13.1) 

(12 4) 

(4 8) 

(35 9) 

(218) 

(10) 

(-1-5 8) 

(150) 

(23 6) 

(153) 

Time deposits 

601791 

l')0894* 

87908 

61784 

41249 

51.396 

36449 

36441 

26321 

21246 

21293 

19010 


(20 1) 

(21 2) 

(173) 

(14 0) 

(199) 

(16 4) 

(19 6) 

(16 3) 

(1.3 4) 

(182) 

(194) 

lotid advances 

366003 

4I9'»3 

43677 

24186 

43453 

47142 

12416 

26390 

9291 

14848 

16734 

I4IR1 



(129) 

(164) 

(9 6) 

(20 1) 

(28 7) 

(8 2) 

(2i 0) 

(8 0) 

(14 6) 

(19 8) 

(201) 

Food credit 

16816 

4330 

4889 

-2194 

-2484 

1368 

4164 

2073 

164 

25(M) 

1216 

-1420 



(.34 7) 

(64 4) 

(-22 4) 

( 20 2) 

(12 5) 

(61 8) 

(44 4) 

(16) 

(124 6) 

(160 3) 

(-64 8) 

Non-fcKxl credit 

349187 

37.394 

40789 

26381 

449.18 

45774 

8272 

24.117 

9127 

12148 

13498 

13601 



(12 I) 

<13 1) 

(109) 

(22 3) 

(29 8) 

(5 7) 

(20 1) 

(8 2) 

124 

(185) 

(22 8) 

Investments 

2.34119 

33414 

28192 

23711 

15528 

16731 

26867 

1.3460 

1311! 

10696 

9707 

8138 



(16 2) 

(14 8) 

(15 6) 

(10 4) 

(126) 

<2.3 4) 

(17 1) 

(20 2) 

(16 6) 

(17 8) 

(17 5) 

Credit-deposit ratio 







(In pca'cntoges) 




i-nd pc-nod 


.31 0 

53 5 

33 1 

38 6 

54 7 

32 2 

3(i6 

34 4 

60 4 

60 8 

60 4 

Inciemrntai 


.37.3 

45 8 

34 0 

904 

65 7 

26 7 

69 8 

24 3 

.38 0 

62 4 

642 

Investment-deposit ratio 

End penod 


33 4 

36 1 

17 7 

18 0 

38 6 

42 1 

39 1 

39 1 

19 0 

18 6 

19 0 

liiciemental 


31 7 

28 2 

13 8 

33 1 

23 3 

57 7 

40 9 

39 6 

41 8 

16 2 

169 


Monetary data aie based on March 11 for RHl after closuic ol government aLCounts and last reporting Friday tor scheduled commercial banlcs 
I'lgures in brackets arc percentage vanaiions over the previous year * Including RBIs 
•Source RBI publicuticms. 
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COMPANIES 


EPW Research Foundation 


STERLITE INDUSTRIES 

Rise in Sales and Profits 

THE copper and cable manufacturing 
company Stcriite fared well in 1997-98 
While the company’s net sales increased 
by 34.3 per cent over the previous ycai, 
operating profit snared by 40.1 per cent 
ovei the same period However, a steep 
increase in interest (up 79 6 pei cent) and 
depreciation (up 73.2 per cent) somewhat 
offset this rate of growth Consequently, 
the company’s net profit increased bv 
2S.3 per cent Hncoiiraged by its pei- 
formance, the company raised the divi¬ 
dend rate from 80 per cent last year to 85 
per cent. While earnings per .share in 
creased Irom Rs 28.1 to Rs 35.3. btxik 
value moved up from Rs 240 per share 
to Rs 266 per share. The company’s 
equity share is presently quoted at around 
Rs 205 on the Bombay Stock Exchange, 
discounting its 1997-98 earnings by S K 
times. 

Meanwhile, the company submitted an 
action plan to the Madias High Court for 
reopening its copper smelter at Tuticorin 
in Tamil Nadu, which was closed down 
on November 23, 1998, following the 
court’s order foi environmental rea.s(ins 
The company even stated that it was wil¬ 
ling to comply with must ut the recom¬ 
mendations spell out by the National 
Environmental Engincciing Rcscaich 
Institute (NEERI) as a prciequisilc for 
this move. The court then ordered .he 
reopening of the smelter on an experi¬ 
mental basis for two months The court 
also directed the Nagpur-based NEF^RI 
to conduct an inspection of the facilities 
at the smelter tor emission of sulphuric 
gases. The reopening c omes as a welcome 
step for Sterlite as the plant had been 
shut down lor more than a month and 
reportedly sulfcred a lu.ss of around Rs 90 
crore. 

The company has also commissioned a 
460-tonne per day oxygen plant, put up 
at a cuj>t of Rs 80 crore, lor captive con¬ 
sumption by the smeltei. 

For the first six months of 1998-99, 
Sterlite has reported a 14 per cent drop 
in net profit to Rs 71 croie, over the 
coriesponding period in the previous 
year Sales, however, were higher at 
Rs 9|f) crore as compared to 625 crore 
Financial charges too were higher at 
Rs 38 crore (1997-981 ml hall. Rs 5 croie) 
while dcprcciabon moved up to Rs 40 


cron.* (1997-98 first half; Rs 12 crore) 
(ollowing the commercialisation of the 
smelter. Production of jelly filled teie- 
cablcs were higher at 30.55 lakh cable 
kilometres. 

LUPIN LABORATORIES 

New Products 

Pharma major Lupin Laboratories is en¬ 
gaged in the manufacture of pharmaceu¬ 
ticals. hulk drugs and formulations, 
Icrmentation. bio-technoiogy, natural 
products and agriKhemicals. The com¬ 
pany has a 70 per cent market share of the 
Hthamhuiol (an an(i-TB drug) segment 
and IS the largest producer of the drug Us 
ntlicr main product is Rtfampicin, a hulk 
drug nianulactured from the fermentation 
stage Lupin Laboratories is the fust 
company to undertake commercial manu- 
iac'ture ot Vitamin B6 and also has a 
disiiibution agreement with Sorin 
Bioincdica, Italy, for the lattci’s diagnos¬ 
tic product range in India 

TIip. csinipany perfonned well in l9‘i7-98, 
notching up a 7.9 per cent incieasc in 
net sales A lower increa.se in operating 
expense's saw the company’s operating 
profit nse by 23.9 per cent over the same 
period Tliough interest and deprcciation 
were higher by 10.7 per cent and 7 3 per 
cent, respectively. Lupin managed to 
post a steep increase ol 41.1 per cent 
in Its botiomline during the year under 
review. 

With the incicase in the company's 
equity to Rs 31 8 crore following the issue 
of i>quity shares on exercise of the option 
by the luilders of warrants, the increase 
in earnings per share was somewhat 
ancsted at Rs 11 (1996-97. Rs 10). While 
(he comp<uiy maintained the dividend of 
25 per cent, albeit on a highcrcapital. hook 
value dec lined from Rs 87.9 per share to 
Rs 79 pci shaic The company’s slock 
presently quotes at around Rs 98 on the 
bourses, discounting its 1997-98 earnings 
by 8 9 linr*s 

During 1997-98. (he company launched 
an anti-allergic drug Cetcrizene in the 
fomiulations segment and the drug has 
reportedly achieved the number three po¬ 
sition in a short span of time in spile of 
competition The company also launched 
thice products - FRS, a combination 
oxidant, natural vitamin E. Diltia/em, an 
anii-angina preparation based on advanced 
conttollcd rclca.se muitipore unihnology 


from Sweden and Lovaslatin, acholesterol 
reducer. It has also widened its injectable 
ba.se by introducing Ceftazidine in the 
Cephalosponns range. «' 

Meanwhile, during the first half of 
1998- 99, the company has posted a 24 per 
cent jump in net profit and a 15.8 per cent 
increase in net sales over the correspond¬ 
ing period in the previous year. While total 
sales stood at Rs 368.7 crore, net profit 
touched Rs 18.9 crore. The company 
attributes the increase in its bottomline to 
the anti-TB business in the domestic 
market. Some other contributing products 
included CZ-3, an anti-alleigy drug, which 
was reported as the leader brand in its 
segment during this period, and Aptivau*. 
a unique appetite stimulant in the Phyto- 
mcdicine segment which was reported to 
be the second be.st-selling brand in this 
category. 

The company continued its strategy of 
continuoasly introducing new products in 
the market and launched seveial new 
products including two new lormulatinns 
and three APIs during the first six montns 
ol 1‘>98-99. The formulations launched 
wen* L-Cnt, a unique combination drug 
for peptic uiccis, and Amiket. an inject¬ 
able antibiotic, while the APIs launched 
were Lisinopril, Cefradine Arginine and 
Clanthtomycin. 

Lupin Laboratories plans to focus on 
high value added segments tn order to 
incrca.se prontahility and .sales, and .seed 
the market for exponential growth in the 
coming years. 

PRfX'TER & GAMBLE 

Competitive Edge ^ 

Fast-moving consumer goods, major 
Procter & Gamble (P&G) perfonned well 
in 1997-98. While net sales increased by 
15 per cent over the previous year, oper¬ 
ating profit was higher by 10.9 per cent. 
Lower interest (down 18.5 per cent) and 
depreciation (down 11.3 percent) helped 
the company post a 31 7 percent increase 
in Its bottomline. 

Despite the higher earnings, (he 
company’s earnings per share declined 
from Rs 22.7 to Rs 20 due to the increase 
in equity capital following the issue of 
bonus shares in the previous year in the 
ratio ot one equity share for every two 
held As a result, btxik value too declined j 
from Rs 106.7 per share to Rs 82.9 per * 
share. 
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The Week'll Compank* 


(Ri lakhi 



SIcriHe 

Industries 

laipin 

Laboratories 

Procter & 
Gamble 

Flnaiicial Indlcatois 

June 

]9f« 

June 

IW7 

June 

]99g 

June 

1997 

June 

1998 

June 

1997 

y 

Income/approprlaUans 
t Net sates 

125820 

93665 

65201 

60455 

38898 

3.3815 

2 Value of production 

135678 

101733 

66240 

50793 

37825 

34929 

5 Other Income 

8361 

7457 

9‘) 

98 

612 

949 

4 Total tmome 

1440.39 

I09I9I) 

66339 

60891 

38437 

35878 

S Raw matenats/slores and 
spares consumed 

11.3097 

8.5730 

35754 

33625 

12664 

inn 

6 Other monufaclunng expenses 

6364 

4510 

57(>0 

5525 

3817 

7445 

7 Remuneration to employees 

2007 

1480 

429t) 

3890 

2661 

1921 

8 Other expenses 

-3182 

-907 

non 

1(8193 

ni.37 

8045 

9 Opciating profit 

25753 

18377 

9524 

7588 

81.58 

7356 

to Interest 

6120 

3408 

4732 

4274 

647 

794 

11 Oiost piofit 

19442 

14732 

4818 

3690 

7618 

6551 

13 Depreciation 

3o69 

2118 

1194 

1113 

2275 

2565 

13 Profit bfloic tax 

IS 767 

12601 

3624 

2577 

5332 

3980 

14 Tax provision 

too 

HX) 

200 

1.50 

101.3 

700 

15 Profit aftei tux 

15667 

12501 

3424 

2427 

4319 

3280 

16 Dividends 

4237 

3847 

673 

557 

1785 

1190 

17 Retained pnifil 

11430 

8654 

2751 

1750 

2534 

2090 

Uabilliies/asseb 

18 Paid-up capital 

4444 

4442 

3184 

2423 

2164 

1443 

19 Reserves and surplus 

113782 

102188 

22871 

20387 

15772 

I.3‘)60 

20 Long term loan- 

113209 

96560 

34280 

12054 

.3.331 

3456 

21 Shnrt-tcnn loans 

26226 

22429 

12772 

11969 

206 

2716 

22 Of which hank hortowings 

19340 

22429 

12772 

11969 

206 

1136 

21 Cross fixed assets 

l«92n(( 

14720') 

36652 

34146 

236.35 

20468 

24 Accuinulated depreci.itinn 

11524 

7871 

7488 

6288 

6269 

4567 

2S inventones 

34570 

3IIH)9 

12682 

11574 

3886 

6684 

26 Total iissels/tiabililies 

304592 

280340 

82505 

75320 

36432 

.34141 

Mixrcllaneuus items 

27 Dxcise duly 

14391 

13479 

4.307 

3789 

5170 

494.3 

38 Gross value added 

21586 

14732 

14088 

12294 

12305 

|{M>93 

29 Total fnicigii exihangc inLoine 

1679 

1224 

23297 

20185 

2119 

1496 

to Total foreign exchange outgo 

50987 

.57342 

15522 

112.50 

6587 

622'» 

Key fliuiiKlal and performance ralini 
tl lumover ratio 

lsaic.s to tout assetsi l%l 

41 31 

33 41 

79 03 

80 26 

106 77 

99 05 

t2 Soles to total net assets (%) 

48 83 

41 51 

89 18 

90 46 

181 15 

1.56 73 

.13 Gross value added to 
gross fixed assets Clr) 

1141 

1001 

38 44 

3600 

52 06 

49 31 

34 Return i>r investment 

(gross profit to total assets) (%) 

6.38 

5 26 

5 84 

4 90 

2'0I9 

19 19 

15 Cniss profit to sales 
(gross inarginl ('>>> 

15 45 

15 73 

7 39 

6 to 

19 58 

I" .37 

36 Operating profit to '-.lies (%) 

20 47 

19 62 

1461 

12 72 

2097 

21 75 

37 Profit before tax to sales (%) 

12 53 

13 45 

5.56 

4 26 

1371 

11 77 

38 Tax provision to 
profit before tax (9( 1 

0 63 

0 79 

5 52 

5 82 

1900 

17.59 

.39 Profit after tax to net worth 
(return on equity) (‘4') 

13 25 

II 72 

13 14 

10 64 

24 08 

21 29 

40 Dividend (%i 

85 00 

80 (X) 

25 (h) 

251)0 

75 00 

75 00 

41 Earning per share (Rs) 

.35 25 

28 14 

110(3 

10 02 

19 96 

22 73 

47 Book value per share (Rs) 

266 04 

240 05 

79 03 

.57 90 

82 88 

106 74 

43 p/B mlio 

581 

NA 

8 91 

NA 

51 n 

NA 

44 Debt-equity ratio 

(adiustcd for revaluiition) (%) 

95 76 

<»fl.56 

1.39 13 

15051 

18.57 

22 44 

45 Short-term bank borrowings 
to inventories (%) 

55 94 

72.33 

100 ■’1 

103 41 

5 30 

1/00 

46 Sundry creditors to 
sundry debtors (%) 

40 64 

16.32 

40 67 

44 30 

.569 33 

692 24 

47 Totiil remuneration to employees 
to value added (%) 

9 30 

1005 

3045 

32 21 

21 63 

19 03 

18 Total remuneration ta£Oirioyees 
to value of production (%) 

148 

I 45 

6 48 

6 51 

704 

5 50 

> 40 Gross fixed assets formation (%) 
’ll) Growth in inventones (5() 

28 53 

19 76 

7 34 

1 91 

15 47 

42 13 

11 48 

85 46 

9.57 

1 59 

-41.86 

75 07 


NA- meaiui not avoilohle 


P&G h well known for its brands such 
as Vicks. Pantcnc shampoo, anb-dandiuff 
Head & Stumldcrs. etc. It competes with 
equally well known companies such as 
Hindustan Levet and Colgate Palmolive 
lor a share ot the consumci and health care 
market. To retleci its hu'-incss appropri¬ 
ately. the P&.G now proposes to change 
Its name to Procter & Gamble Hygiene 
and Health Care. 

In an innovative move. P&G has intro¬ 
duced a stock appreciation nghts (SAK) 
plan, a variation of the stock option scheme, 
lor Us employees According to the plan, 
Indian employees will get HX) shares each 
of PnKter & Gamble USA with redemp¬ 
tion nghts alter a cooling-off penod of 
five years With this, the company ha.s got 
around the government's delay in intro¬ 
ducing the stock options .scheme (no 
company except software companies arc 
allowed to i.s.sue stock options at present). 
Christened ‘Futures Shares', the SAR 
scheme entitles the employee to be paid 
the diflercncc in the value between the 
grant price and the value of the share on 
the date the stock plan is exercised 

Meanwhile, for the itrsi two months of 
1998-99, P&O notched up a 12 per cent 
incrca.se in .sales Heavy rains during the 
penod rc.sulted in a pick up in .sales of the 
healthcare segment. At ths- same time, the 
company claimed that the full year opera¬ 
tions were sub)ect to uncertainty consid¬ 
ering the overall economic conditions. 
P&G plans to maintain a competitive edge 
in the market with a continuous f(x:u.s on 
research and innovation. Despite tough 
competition, the company’s two major 
brands. Whisper and Vicks Action 500, 
continued their leadership position during 
the first quarter of 19%-99 The former 
currently accounts tor around 52 per cent 
of the sanitary pads maikct 

The company now plans to increase ts 
focus on another of its brands. Old Spice 
altershave lotion To promote the sales of 
the product, the company plans to intro¬ 
duce an alternative distribution system It 
IS also putting in place a marketing plan 
to stress the unilormity and oneness ol 
Its megabrand Vicks. The plan will cut 
acro.ss all its individual sub-brands such 
as Vicks Action 500 and Vicks Vapour 
Rub Apparently, in order to push all its 
Vicks pr^ucts P&G wants to develop the 
".same equity” for all of them by making 
sure that the mother brand's name gets 
good play. 

P&(i's .stock picscntly quotes at around 
Rs 1,020 on tlie bourses, di.scounting its 
1997-98 earnings by a comfortable 51 
times 
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MONEY MARKET REVIEW 


EPYf Research Foundation 


Deceleration of Monetary Growth 


II 

Call and Forex Maihct 


There was a significant deceleration in monetary growth in 1998-99 if 
the accruals from the Resurgent India Hands are excluded. The 
slowing down was particularly .sharp in deposit money growth, 
attributable to the fall in farm output in IW7-9H and the three-\eat 
long industrial stagnation. There wa.\ al.so a decline in income 
velocity reflecting the slackness in real economic activity. 


I 

Monetary and Banking 
Developments 

WITH the availability ot the full financial 
year data alter closiue oi government 
accounts for money and hanking for the 
year I99K-99, ccitain interesting tiends 
arc di.sa'miblc I'he year closed with a 
significant deceleration in monetary 
growth, if the accruals ol Resurgent India 
Bonds (KIBs) worth Rs 17,945 crore wcie 
excluded growth so airived at wnikcd 
out to a low of 15.6 per cent in contiast 
to the annual average giowth lot the fiust 
decade ut 17 6 per cent The deceleration 
wxs sharp in deposit niomey growth liom 
19.6 percent in 1997 9K to t5 5 percent 
in l*ra8-99 Among.st comiiiercial banks, 
giowth in both demand and time deposits 
suffered this setback. Bank deposit' 
include loreign currency deposits, the 
balances in which ro.se from $ 20.167 
million at the end ot Match I99X to 
$ 2I..V)I million at the end ol Match 1999. 
thus showing a nse ol $934 million oi by 
about Rs 4O,(X)0 crore as against a small 
decline in 1997-98 Tliereloio. the reduced 
hank deposit expansion in 1998-99 was 
entirely attributable to domestic soiiices 
This appears to have much to do w ith the 
fall in laini output in the agricultural ye.u 
1997-98 and the geiieial stagnation in 
industrial activity continuously now tor 
three years There was also a significant 


decline in income vcIcKity lellecting the 
slackness in real economic activities 
rhougli the gmwth in bank credit to 
goveiinncnt accelerated, the expansion in 
bank credit to commeicial sector slowed 
<lo\vn. the combined result oi which was 
seen 111 a slight decline in the rale ol gmwth 
ot domestic credit in 1998-99 Besides, 
theie was a deceleration in the rate ol 
growth ot loreign exchange assets ol the 
banking sector This happened despite a 
12 piM cent depreciation ol the rupee on 
ail aveiage in 1998-99 A sharp increase 
in net non-nionctary liabilities ot the 
R B I. w h I c h has contn huted to a contrac tion 
in money supply, may also have been 
helped b> additional accnials into RBI 
piolits and resetves from the depicciation 
ol the rupee 

Bven though hank deposit growth had 
slowed (low n in 1998-99, banks were flush 
with funds partly as a result ol the RIB 
funds and paitly due to reduced ulliake 
III non-food ciedit including banks' 
coinmeicial investments Interestingly, the 
situation Ol high liquidity has persisted 
duimg the ciinent fiscal yeai so far due 
to (a) highei accruals of bank deposits 
lollowing huger foreign cuircncy Hows, 
tb) leduclion of CRR elleclivc Irom 
May X. 1999. and (c) inadequate pick up 
innon-liMidcicdit Inflowsot funds into the 
inui kel through coupon payments, etc. have 
been si/iable dunng Apr»l-May 1999 
fTable I) 


Despite the signs of abundant liquidity^ 
the overall sentiment in the overnight 
money market was one of scarcity and 
I irmness tinoughoul May (Tables 2 and 3). 
The call rates moved in the range ol 
8-9 per cent, occasionally ciossing the 10 
per cent mark and on one (x:casion even 
touching II per cent (Graph A). The 
principal reason for shortage in immediate 
liquidity was truly the large volume of 
open market opei ations t OMOs fconductcd 
by the central bank. With stability in 
irileie.st rales, banks wctc al.so seen IrK'king 
III their funds lor medium term and long 
term As a result, supply ot lunds. though 
adequate, was available with a restricted 
numbci ol players. This brought m adegree 
of uncertainty in the market and the 
overnight maiket turned tight 
1'he loreign exchange market lemaiiicd 
.stable barring the last lew days when the 
newsot Indian aii-stnkcs foi Hushing out 
Pakistani inliltialois bmke out The lupeel^ 
which had been steady m the range ot' 
Rs 42 80/85 to a dollar since the last week 
ot April III fact fumed up to 42 70/75 as 
FIIs c.iiitinued to bung in funds At net 
iiivesimeiils o> $ 405 million, FIl Hows 
III May were double their si/e m Apnl 
Tlieir mveslmeiits m debt totalled $ 10.90 
million in May The rupee, however, 
suddenly tcHik a healing and weakened 
when the news ot the Indian .irmy's action 
in Kashmii bmke on May 26, it even 
breachedtticRs43 levels to touch Rs 4 ^ 07 
to a dollai on May 28 1 Graph B) The rupee 
recovered to 42 90/92 level on the next 
day with some public sector bunks selling 
then positions to hook profits This in laci 
was on account of the RBI which soli^ 
dollarslhrough several public .sector banks^ 
rathci than using only the SBI as a medium 
Flxcept loi thishnef slide, the nipee showed 
a liim trend With the continued flow ot 


rAIIII' I EsIIMAIIII Flow 1,1 I.KII'IDIIY INKITIII FlNANtlAI SYSH M m'ltINY, Ma> I*M 9 


lRu/ire\ iniirl 


Week Bniled 

liillow' 

2X 

(luUiow 

iQcl 

21 

inflow Out flow 

""^fl 

,[l 

if 

"Ncl 

/ 

fiiTlow Oulflnw 

bict 

I4-dav r-hllls 

s(T 

«)X 

-»8 

67 

Si) 

~ iT 

98 

50 

48 

74 

67 


91-da> T-bills 

KXI 

S2(> 

-420 

I2S 

40 

8.S 

l(K) 

/7 

2T 

too 

200 

■ too 

182-day T hills 

- 

UK) 

-too 


- 

- 


.. 

- 

. 

- 

- 

tM-day T bills 

- 


- 

0 

5(M) 

-.SOI) 

- 


- 

ItX) 

.500 

-4(X) 

Goveiniiienl sccuntics 

. 

. 

- 

16 

- 

T6 

. 

5(X)0 - 

Sim 

_ 

- 


Coupon I’aynirnl' 

1419 

- 

1419 

1179 


11/9 

8X8 


888 

415 

- 

41.5 

Keduetion of C'KR 



- 

T2.S() 

- 

.1250 



-. 

- 



Nei foreign Asset' (Vunaiion) 

1117 

- 

1117 

796 

- 

796 

1546 


1546 

1.521 

. 

1521 

Total 

2ltHh 


1968 

<!45T 

S90 

4861 

2452 

5127 - 

2695 

2208 

767 

1441 

Memo lienis 
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Guam A: Daily Top^Bnd Quotahons of Call Money Rates, 
May 1999 



Geath B. Skit Qtioi ations kie tw US Ddu>e in 
T» DoMrsne Intf.e-Bank Maeket, May 1999 



May i 


_L- i - l_t -J .1 

Woricmg Days 


I 

.j 


FU investments and growing foreign 
currency assets, the six-month forward 
premia had sunk below S.S per cent by 
the third week of May. the lowest ever in 
the la.st IK months, but thcic was some 
edging up to 6 per cent in the last few days 
ol May (Graph C). 

U1 

Primary Market 

Dated securities 

Given the tight liquidity conditions, the 
Reserve Bank continued to tollow the 
combined .strategy ot private placement 
and open market opeiations for rarsing 
money for Ihc government At the same 
time, italso sought to k-ngthen the maturity 
of government paper imd to increase the 


volume of individual securities available 
in the market, these would increase the 
size ol coupon payments and facilitate 
STRIP trading at a future date. As such, 
It hKused on icissuing the old secunties 
with matunties ranging from IS to 20 
years. The new strategy has sought to 
correct the i mbaiances created in the earlier 
years of relying on .short-term scLuritics 
with high yields More stable and realistic 
yield rates have stimulated the market 
appetite fur long-term securities. 

To overcome the difficulties m quoting 
yields on the rc-issued stocks, the RBI also 
started pncc-hasud auctions as against 
coupon-ba.scd auctions. The first price 
auction of securities was conduct^ on 
May 11. The secunties offered were re- 
Lssued stocks fli 11.19 per cent 2(X).5 fur 


an amount of Rs 3.000 crore and 12.32 
per cent 2011 foi an amount of Rs 2.000 
aore The papers were issued on August 
12, 1997 and January 29, 1999. res¬ 
pectively. The residual maturity of both 
the.se papersihus was 6.23 years and 11.71 
years, respectively TheRBIreccivedgood 
response in this auction Ibe indicative 
yields at the cut-off pnees of 99.21 per 
cent and 101.65 pei cent of face values' 
(of Rs 100 each) were 11 36 per cent and 
12.0S percent, respectively. Subsequently, 
on May 20, the government privately 
placed 12.60 per cent 2018 .stock with the 
RBI tor an amount of Rs 4.(X)0 crore. 
Placed at a pnee of Rs 101.30, the implicit 
yield on this paper worked out to 12.42 
per cent 

One tnoic private placomenl was made 
on June 4. when the government placed 
11 99 per cent 2009 and 11.98 per cent 
2(K>4 papeis for an amount of Rs 2.0(X) 
crore and Rs 3.000 crore. respectively, 
lliis time, the RBI simultaneously oficr^ 
the papers for tap sale through its open 
market operations The 2009 paper was 
exhausted within ten minutes of the 
opening ol the window that was opened 
lor four days till June K This was because 
the impliiit yield olfercd on this paper at 
II 74 per tent at a pnee of Rs 101.40 per 

tpfr (enl per annum) 


Table 2 Daily QitoiATioNs ir Higik and Lows of Call Rates in Pee C&ni R=e Annum' 

SiMFLF StaTISTK'AL CHAEACrMtlSTICS 


All Foul May 1999 All Five Apnl 1999 

Weeks Week Fjided Weeks Week Ended 

of the ■ of the *--- 



Month 

28 

21 * 

14 

7* 

Mon(h 

30$ 

23* 

16 

9* 

2 $ 

Simple Mean 

87 

8.3 

86 

“VT 

88 

79~ 

86 

82 

78 

68 

94 

Standard Deviation 0 9 
Coefficient of vanation 

05 

08 

09 

• 0 

20 

0 4 

0 6 

0 5 

1 6 

26 

(peitenloge) 

10 4 

57 

96 

96 

II 4 

25 3 

48 

7 1 

59 

23 3 

28 0 


* Data for icpoiting Fridays (RF) arr oiniUed $ Thursday data 


Table 3 Call Monfv Rates 


Items _ May 1999 __ 

28 21 (RF) 14 7<RF) 30$ 


_ApnlJ999_ 

23 (RF) 16 “ 9(RF) 2' 


Weeklyninge 76.S-850 7 00-1110 S.TO-IIOO ’90-1100 7 90-9 SO 6S0-89S A S(^8 30 02S-8 60 7 00 I4IX) 

(S7.S-8..SO) (400-925) (600-960) (300-82S) (4(X)-8(M)) (5 00-9 00) (500-8 25) (5 75-7 35) (6 50-15 50) 

Weekend (Fnday) 8.50-9.50 7 90-8 10 8 90-11.50 8 25-9 25 8 15-8.50 6 50-8 25 7 75-8 15 0 50 6(K) 8 00 

(5.75-6 10) (5 00-6(X)) (7 00-8 75) (4 00-6 00) (5 50-6 (X)) (4 75 7 00) (7 50 8 25) (6 50 7 lOl (6 5() 7 25) 

DFHI lending rates(ranee) na na 9 00-1100 8 10-11.50 8 10-9 80 6.50-9 15 7 00-8 35 2 50-8 60 na 

(6 00-8 75) (500-9 25) (6 25-960) (500-8.25) na (6 75-9(X)) (6 10 8 25) (650-7 35) ((,7.5-15 50) 


Figures in parentheses icpiesent weekly range dunng similar penod last year $ Fnday being a holiday Thursday data 
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Gkaph C AnnualisisD Daily I-Month, S-Mosm ani> 6-Munih 
P ncWARD PRLMIA in PLRCLNTAOfe FOR Tllh I )S DOLLAR 
RY THF DDMLVnC' InUR-BaNK MARkFI FOR MaY 1999 



GKAm I)- Yiclo Curves for 364-Day Treasury Bills and Oaiu> 
SiriiRims Day OF Maximum Transactions ( May 3) 
iMiRiNU First Halt OF May 1999 



cent was higher than the existing yield on 
similar pa|XMS in the market Also, the 
yield offered on 2(XM paper was lower 
than the yield on similar paper in the 
market While the market offered 11 28 
per cent yield, the RHI offer was 11 24 
percenlatapneeof Rs 102 85 Asaresiili. 
there were not many takers for this paper 

Treasury Bills 

The RBI announced a siv-month 
calendar for treasury hi lls auti ions in May 
According to the calendar, the RBI will 
conduct auclioiis tor 14- and 91-day I'Hs 
on every Fnday lor a notilied amount of 
R.S lOOcroreeach. It will Londuci auctions 


ol 364 day bills on every Wednesday 
lallmg III the reporting week and of 182- 
day hills on every Wednesday falling in 
thenon leportingweck Whilcthcnotilied 
.iinoiiiit lot 182-dav bills would also hi‘ 
Rs |(K> (.tore, that tor 364-day hills vs ill 
be Rs 5(X) ciore State governments aic 
allowed to invest their surplus funds in iill 
Ills as non-i timpetitivc bidders, alkx;ation 
to such non-competiti ve bidders is outside 
the notified amount The demand for a 
lalcndai of auctions was a lung-.standing 
one tiom the market players and its 
intriHluction should help investors to plan 
better the vieploynient of their lesourees 
ITiey also demand a similar calendai toi 
Tapi I 4 Ai< iionsoi 14-Dav Trlasury Bhjs 


tialed scLUiilies, but the RBI has for the 
time being chosen to keep the suipnse 
element alive in their floatations 

Intnulmlinn of lH2-da\ TB^ 

I'he month ol May also maiked tne 
beginning nl 182-day TOs auctions The 
Inst auction was held on May 26 First 
introduced in ’,986, 182-day TBs were 
disLontimied in April 1992 when the MA- 
day TBs were introduced with a view to 
pionuiling the latter as a benchmark secu¬ 
rity Re-introduction of tlie papei presents 
the Lotpoiaie sectoi with ,i short-tenn 
invest mem opportunity It isnow pcaei ved 
mat It IS better to help evolve a .six-month 

(Ammnt in ruprrx i loiel 


Dateol 

Noiified 

Rids 

1 ITult TLlI 

Bids Accepted 

Siihsiitpiion 

Cut-off 

rut-oH 

Amount 

Auction 

Amount 

__ 

___ 


... 

Devolved 

I’riic 

Yield 

Oulsumding 



No 

Faie V.ilui 

No 

Fucc Value 

on RRI 

(Ru|iccs) 

Rale 

on the l)au* 




(Aniuunti 


(Aiiiount) 

(Ainoiiiil) 


(Per ('em) 

of 'ssue 

(11 

(2) 

(3) 

i4i 

(5) 

16) 

(7)* 

(8) 

(9) 

(10) 

T998 










Apnl 30 

1(H) flO 

.5 

I8S(|(| 

3 

65 (H) 

- 

99 75 

6 52 

500 00 



(I) 

(2(XHH>1 

(1) 

(2(H)0')| 

1 35 IK)) 

199 76) 

1662) 


May X 

IIHIIK) 

.3 

1 SO (X) 

2 

10()(K> 


99 76 

6 26 

8(X)(H) 



(21 

(4(X)(KI) 

(2i 

(400 (X)) 

- 

(W 7fi| 

16 62) 


May 15 

l(K)(M> 

t 

l'i(H) 

2 

15 00 

40 IK) 

99 75 

6 52 

l(XX)00 



(2) 

(4(X)(K» 

l2) 

(4(H) (X» 

(45 (K)) 

[99 761 

16 62) 


May 22 

KMKN) 

1 

l(K)(K) 

1 

lfl()(HI 


99 75 

6 52 

l(K)0()0 



(1) 

(4(X)(Kll 

(1) 

(4(X>(K)) 

- 

f99 75) 

16 52) 


May 29 

KhitHI 

4 

270 (HI 

1 

1(H)(K) 

- 

‘>9 76 

6 26 

130000 



(2) 

(7(H) (H)) 

(21 

(700 (K)) 

- 

(99 75) 

(6 52) 


1999 










May 7 

liXItHI 

6 

S4lh> 

2 

16 

50 IK) 

99 70 

7 82 

200 00 



(-1 

1 1 

( ) 

(-) 

(34) 

I9«) 70| 

[7 82) 


May 14 

1(M)(K) 

13 

IS4 (K» 

1 

50 

50 (K) 

99 70 

7 82 

200 00 



(-) 

( ) 

( ) 

(-) 


199 70) 

(7 82) 


Mjv2I 

t(K)fX) 

M 

157 50 

5 

98 

2(H) 

99 69 

8 09 

2IX)00 



( ) 

( ) 

•-) 

(-) 


199 701 

[7 82) 


May 28 

IlMMK) 

II 

111 (K) 

8 

78 

22(H) 

99 67 

861 

.300 (K) 



III 

(l(K)(K)) 

II) 

(l()0(X)) 


199 68) 

18 35) 



Figures in pan'ntlir<''\ in oils t to 6 icpreseni numbers ami aiiiounts ot non-compciilive bids whnh aie not inLluded in the total 
Figures in the squait* hravkets uiidii vols K and 9 leprcscnl wcirhlcd average priLC and icspectivc yield 
* Bracketed ligiiies in < ol 7, •( any, lelate to devnivciiiciit on prinijiy dealers, exclusive ot KBI - No bid 
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OnAHi E Yield Cukvs fuk Dated SEruRmts 
Day or Maximum Transactions (May 26) 
DURiNb the Second Half OF May 1949 



Period to Maturity in Ascending Order 

benchmark rate and thus flll the gap that 
existed for that penud in the primary yield 
curve, e.spcrially in the TBs market 
The market showed t onsiderabie interest 
in this paper. For a notified amount of Rs 
too croie. 21 bids worth Rs 222 50 crorc 
were received. The RBI accepted 8 bids 
tor the notified amount and set the cut- 
oil price at R.S 95 '^7 or a yield of 9.74 
cent. Hus was in line with the yield 
ol 9 75 percent on .?64-day TBs matunng 
in December 1999 

TTie 14- and 91-day TB auctions saw 
large dcvoivcments on the primary dealers 
and the RBI in the first fortnight (Tables 4 
iuid 5) This was because despite firmness 
in the overnight market where the interest 
rates had touched double digit, the RBI 
loniinucd to maintain the yields of 7 82 
per cent and 8 37 per cent, foi thc.se TBs, 
icspectively With the new scheme for 
primary dealers in place under which the 
PDs are required to bid lor a minimum 


amount in each TB. the number of bidders 
in these two auctions hardly wont beyond 
13, these being the PDs Hie RBI aligned 
the primary rates with the rates in the 
secondary market lor tiwse bills only m 
the second fortnight after which the 
response to thc,se bills somewhat improved 
The yield rate on 14-day bill was hiked 
from 7.82 per tent to 8 61 per cent by llic 
end of the month, whereas the rate on 
91-day bill was improved from 8.37 per 
cent to 8 75 percent The yield on 182-^y 
hill was fixed at 9 71 per cent and that on 
364-day bill at 10 01 per cent (Table 6) 
The rates on TBs thus were aligned by the 
end of the month not only with one another 
but also with the call rates. 

Bonds Market 

The bonds issues from all quarters of 
Slate and central PSl Is. Ms, banks, NBFCs 
and the private corpoiate .sector flooded 
the market in the month of May with pro¬ 
posals to raise an amount of Rs 4,494 


croie till! ol these, the .share of PSUs was 
Rs 2.394 cniie(.53 per cent) and that of FIs. 
banks and NBl'Cs.Rv \ (>25ciore(36per 
cent). Private corporates targeted the 
markcttomopupRs474crurc( 11 pei cent) 
The actual tnohihsations tixi tuve been quite 
encouraging: the total reportisl lollection 
.stood at Rs 3,140 out, ol which Rs 1.325 
crorc accounted foi by PSUs. Rs 1.145 
croic by Ms, hanks and NBFCs, and Rs 670 
crore by the private corporate sector 
PSUs accounted for the maxiiiium 
numbei of issues this month After getting 
an ovci whelming ovcr.subscription, the 
Karnataka Necravari Nigain l.td (KNNL) 
rc-cntcicd the market with its 7-ycar 
guaranteed bond offenng 13 25 per cent 
payable half-yearly. The YTM for this 
issue worked out to be 13 77 per cent and 
It earned it LA-Hso) rating and propo.scd 
to raise Rs 150 crore (which included Rs 
100 cniic as greensiKie option) It has 
already collected Rs 25 crore. Other state 
PSUs in the pnvate placement .segment 


Tabu 6 Auctions of .364-Day Tki asurv Bius 


(Amount in tupee\ crorei 


Dale of 
AueUon 

NiEified 

Amount 

Bills Tendered 

Buis Accqued 

SubscnplHui 

tX'vuived 

tmKBI 

(Amuuno 

C'ul-otf 

Price 

(Rupees) 

Ciirnff 

Yield 

Rate 

(Percent) 

Amount 
Outstand¬ 
ing on 
the Dole 
of Issue 

No 

Puce Value 
(Amount) 

No 

Face Value 
(Amount) 

1998 

May 6 

101)00 

1 

100.00 

1 

100 00 

- 

9262 
192 62) 

7 97 
17 97) 

1161100 

May 20 

l(X)0() 

1 

11 00 

0 

OIK) 

lOU(X) 

92 62 
192 621 

7 97 
17 97| 

II61I tX) 

1999 

May S 

SIK)00 

23 

58000 

22 

S()0(K) 

ono 

9093 
|9() 96] 

9 97 
[994] 

1140000 

May 19 

soooo 

1 ) 

70.3 86 

29 

500 (K) 

0 00 

99 90 
[99 95) 

loot 

[9 9.5) 

ilKOOOO 


■ no bid Piguirs in the squAie brackets rcpiescnl weighted average pnee and the respective yield Figures 
in biacKets repreMtnt drvoivcnicnl on Pnmary Dealers (PDs) 


Tabix.^ AuriioNs im 41-DavTbeasi'B\ Bili' 


(Amount m rupeti i mtei 


Itilc of 

Notified 

Bids Tendeied 

Bids Acicpled 

Siihscnpiion 

Cul-nff 

Cul-ofI 

Ainouni Outstanding 

^uLtion 

Amount 




—- 

Devolved 

Price 

Yield 

on the Dale of Issue 



No 

Pace Value 

No 

Fate Value 

un RBI 

(Rupce.s) 

Rale 

-- 

-.. 





(Amount) 


(Amount) 

(Amount) 


(An Cent) 

1 uta) 

With RBI 

Outside RBI 

(1) 

(2) 

(.3) 

(4) 

(5) 

(6) 

(7)* 

(8) 

19) 

(lO) 

(M) 

(12). 

1998 












April .30 

10000 

5 

1.36 25 

2 

100 00 

- 

98 24 

7 17 

2675 00 

588 70 

2086.30 



(2) 

(2.5000) 

(2) 

(25000) 

- 

198 25) 

17 12) 




May 8 

10000 

4 

.50 00 

4 

SO(K) 

- 

98 24 

7 17 

2850 35 

5I5 70 

2.3.34 65 



(2) 

(1751)0) 

(2) 

(I75(K)) 

(5000) 

198 25) 

17 P) 




May 15 

100 (X> 

2 

IKK) 

2 

11 IK) 

44 (K) 

9« 20 

7 13 

2975 35 

484 70 

2490 65 



(2) 

(125(X), 

(2) 

(125 00) 

(45 (X» 

|98 20) 

17 3 3) 




May 22 

10000 

na 

na 

1 

5(M) 

45 00 

98 20 

1 33 

MIX) 35 

454 70 

2645 oS 





(2) 

(125 00) 

(5000) 

[98 20) 

I7 3 3J 




May 29 

10000 

4 

4.50 

3 

400 

46 00 

98 20 

7 33 

3125 35 

425 70 

2699 65 



(1) 

(25) 

(1) 

(25) 

(5000) 

[98 20) 

(7.33) 




1 > jy 

May 7 

100 00 

6 

70 00 

1 

3(K) 

48 00 

97 95 

8 37 

1590 45 

177 70 

1412 75 



(I) 

(25 00) 

(I) 

(2500) 

(47 00) 






May 14 

10000 

15 

119 50 

2 

15 00 

85 00 

97 95 

8 37 

1590 45 

262 70 

1327 75 



(1) 

(25 00) 

d") 

(2500) 







May 21 

10000 

12 

11400 

.3 

20 (X) 

80 (X) 

97.95 

8.37 

2(FJ045 

342 70 

1747 75 



(I) 

(.500 00) 

(1) 

(.500 00) 







. Miy28 

10000 

12 

III 00 

7 

80 50 

19.50 

97 86 

8 75 

2365 45 

.315 20 

2050 25 



(1) 

(.300 00) 

(1) 

(.300 00) 








'''ruiee m pareniheses in cols 3 to 6 represent numbers and niiKiunis of non competitive bids which arr not included in the total 
I irures in the square brackets under cols 8 and 9 represent weighted avenge pnee and respective yn.‘ld 
Bracketed figures in col 7, if any, relate to devolvemeni on pnnuiy <le.ilers, exclusive ot RBi -nil 
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included Maharashtra Krishna Valley 
DcvciopincntCorporalion(MKVDC)(for 
Rs lOOcmn:), MaharashtraSlatc Electricity 
Board (MSHB) (Rs 100 crore), Kerala 
State Electricity Board (KSEB) (Rs 200 
crore), Punjab State Electricity Board 
(PSEB) (Rs 150 crore). Punjab Stale 
Industrial Development Corporation 
(PSIDC) (Rs 24.6crorc). and West Bengal 
Infrastructure Development Finance 
Corporation (WBIDFC) (Rs 200 crore) 
In all, they aimed to collect Rs 974.6 
crore from the market with coupon rates 
ranging 12-14 per cent and maturities 
2-7 years. The most attractive yields, 
however, were offered by WBIDI’C (14 9 
percent) followed by MKVDC and KSEB 
(both 14.22 percent) and PSEB (13 79 per 
cent) 

In terms of response. MSEB's issue has 
been ovcrsub.scribcd by collecting Rs 3(K) 
crore which is likely to be retained This 
infrastructure bond canied the tax benefits 
under Section l(K23KjofthcIT Act The 
pniposed coupon rate is 12 per cent which 
IS for bonds that translate into 12 per cent 
tax-free returns for eligible inve.stors In 
case the benefits of the above section is 
disallowed, a recast coupon rate ot 13.5 
per cent payable half-yearly has been 
proposed. ITiis fcatuie makes the issue 
even more attractive Nasik Municipal 
Corporation, too. was in the private 
placement with its 7-ycar bond offering 
the highest rate of interest of the month 
at 14 75 per cent Crisil has assigned an 
A+(so) rating to this issue which indicates 
adequate safety and structured obligation 
It may he recalled that the (.eiitral 
government promised lax concessions to 
municipal bonds in the last budget La.st 
year, Alimedabad municipality had raised 
funds through bonds and created a degree 
of awarBne.ss about such mum papers 

Indian Oil Corporation hit the private 
placement .segment with the month's 
shoilest maturity of I -year bonds The Rs 
300 crore bonds (with an option to mtain 
an ovcrsub.scnption to the extent ol Rs 2(K) 
crore lotTered an indicative hand of 11 25- 
11 75pcrcentwithbook-buildingexercise 
I'hough the issue was not rated by any 
rating agencies, the response was so 
overwhelming that the collection touched 
Rs 1,700 emre, out of which only the 
stipulated Rs 500 crore has been retained 
Hindu.stan Organic Chemicals Ltd. also 
made a loray into the market with 3-ycar 
non-convcrtible bonds in the form ol 
promissory notes with an i.ssuc si/c ol Ks 
20 crore, offering a half-yearly 13.75 per 
cent coupon rate such that its YTM worked 
out to be 14 22 per lent. 

Among the FIs, IFCI. ICK’I and HDF(’ 
were in the market with a vanety ol options 
II'CI offered ihree instruments of 5-, 7- 
and I O-ycar unsecured bonds with coupon 
rales ol 12 75, 1.^ and l.t 25 per cent , 


rcs|x.‘cuvely. The bonds carried upfront 
incentives from 0.1 to ().S per cent. It has 
already mobilised Rs400crore against the 
issue size of Rs 500 crore. On its latest 
R.s6(X)crorc Safety Bonds Scries, impacted 
by recent fail in intereia rates. ICICI could 
not but cut the interest rate by 100 basis 
points. There have also been significant 
changes in terms of reduction in maturity 
(lenods of several options from five year 
to three year In line with reduction in 
maturity, the yields on offer have also 
declined by a percentage point. ITic four 
instiumentson offer varied in tenure from 
one year to 23 year 10 months and offered 
interest rates/yieid in the range of 11 -13 S 
pci cent It has reportedly collected Rs 320 
crore so far HDR? offerings of l-ycarand 
.t) ear secured non-convertible debentures 
were very successful. It collected the 
taigeted amount of Rs 225 crorc through 
hxik-building route which had indicated 
a bund of 11-11.25 and 12-12.3 per cent 
coupon rates which were finally set at 
II 15 and 12 1 percent for l-ycarand .3-yeai 
insiitimcnls, respectively. Dena Bank and 
Punjab & .Sind Bank entered the market to 
raise Rs l(X)croreeach Dena Bank offered 
n per sent on its 70-month subordinate 
bonds with YTM at 13.43pcrtcnt, whereas 
Punjah& Sind Bank gave a betteroficring 
of 1.125 per cent coupon with YTM at 
1.169 per cent on its 82-monlh subordinate 
bonds Both the issues met with their 
subscriptions on the first day it.scli 
IL&FS IS in the market to rai.se Rs l(X) 
croie (including Rs SO crorc as giecnshoc 
opti(iii)throughfourtypcsolnon converti¬ 
ble debentures with tenures varying from 
7-yeai lo 15-year, two ot which (7- and 
lO-year, 13 25 and 13 65 per cent, 
.-espcct I vely) arc regular return instruments 
and the other two (12- and IS-ycar) arc 
floating rales The 12-year floating NCD 
IS pegged at PF rate which is currently 12 
per cent plui 2 per cent with a flixir rate 
ot 12 5 per cent and a ceiling ol 15 5 per 
cent The 15-ycar NCD is PF 1-2 5 per 
cent with fimir and ceiling rates in the 
order ol 12.75 and 15 75 per eemt. Mic 


current YTM for this particular option is 
14.25 per cent. Close on the heels is the 
issue from GE Capital India which is in 
the market with a short tenure of l-year 
bond to raise Rs SO crore through book¬ 
building mechanism. It has offered an 
indicative yield in the range of 11.4-1 h.r 
per cent. 

Pn vatc cor porates too were competeting 
for funds from the debt market Reliance 
Industries placed its S-year zero coupon 
bond rather innovativciy in private 
placement to oillcct Rs 200 crore by 
offering 12.75-13 per cent indicative 
annualised yield. The yield, one of the 
lowest ever in recent times, is likely to set 
a benchmark for 'AAA' rated issues in the 
pnvatc placement segment, as it is as low 
as 50-7S-basis points below the long-term 
prune lending rate (LTPLR) of the term- 
lending institutions which is at 13.5 per 
cent. This is also the largest deep-discount 
bond by any private corporate and is in 
line with the IClCI-issuc. Traditionally, 
corporates chaigc 25-50 bps over the FI 
paper In this scn.se, this issue is most 

1 AHt F 8 RfW) rXANSAniONS IN CiovTiiNMurr Papf« 


(OlllCR IHAN WITH THI RBI). MaV 1999 ^ 

Rup<' Puniid 

Amount 

(Rupeev twK. 
Range of hitcresr 

in Number 

(Rupees 

(Per Cent 

of nays 

Crore) 

Per Annum) 

A Doled .Sceunlies 

1 1294 

7 50-9 90 (8 66) 

2 

56 

8 75-9 70 (9 25) 

t 

1565 

7 80-10 40 (8 491 

4 

450 

7 40-1000 (8 2oi 

5 

10 

8 85 (8 85i 

7 

10 

900(9 00) 

10 

75 

8 40-8 .50 (8 4.5) 

14 

556 

8.50-9 6(1 (8 98) 

17 

20 

9 5') (9 50. 

25 

50 

9 50 (9 50) 

28 

70 

1025 11025) 

tl 

50 

9 20 (9 20) 

45 

50 

9 75 (9 75) 

Al! Issues 

1 4.5 

5976 

7 50-1040(8 6^ 

B 9i-I)ay TBs (All Issues) 


(' 164-Oay TBs (All Issues) 

I 1.50 8 1.5-10 2.4(8 71) 

Figures in hrackets an: weighted average iniciesi rale 


Tams? AmiKiNsoFFoaD-YR-iiiKFFitiBYRBI 

(AmtHint m n^iees t Wf- 


Ualeui 

AusUon 

(1) 

Number 

of 

Days 

(2) 

Bids TendcRd 

Buis Accepted 

Fixed 
Cut-off 
Yield Rale 
(PerOent) 
(7) 

Estimwil 

Amouni 

Out- 

snuidini! 

<«' 

No 

(5) 

Faiv Value 
(AnKMiiri) 
i4) 

No Face Value 

(Amuuni) 
(5) (6) 

Mo> I III 17 

5 or 4 


No appliLation was reicivcd 


6 

0 

(1) Jill turns) 








18 M,iy 

3 

1 

ion 

1 

UK) 

6 

too 

19 May 

5 


No appli,.alion was received 


6 

too 

20May 

4 

1 

1 

1 

1 

6 

lot 

21 -May 

4 


No application was received 


6 

1 

22-May 

4 


No applitalion was received 


6 

1 

24 Mas 

5 

i 

1 

1 

1 

6 

1 

25-Mjy 

3 


No application was received 


6 

1 

26-May 

3 


No applii aiion was rcreivcd 


6 

•a 

27 May 

4 

1 

1 

1 

1 

6 


28 May 

4 


No application was received 


6 

1 


81 

4 

105 

4 

103 
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Aitcnoix TAtLE: SecxiNDAiiy Market Omrationt 1*1 CovBiNM»rr Pater RBI's SGL Data 

(Amtniai m rupees 1 mrc) 


Descnpuons 


Week endim May 1999- Yield tn Motunn on Aclual Ttadin 


AMT YTM CY AMT YTM CV AMt YTM CY 


I TicasHy Bilb 


JA 14-IXiy BiUs 

1.5200 

801 


6)75 

804 


81^5 

767 


11450 

809 


409 Yl 

798 


YsVI-DayBiUs 

6845 

8.27 


12522 

8 39 


11540 

8.14 


8000 

860 


18907 

84(1 


CMd-Day Bills 

50120 

999 


41945 

972 


128.75 

917 


270 (X) 

961 


1319 40 

9 77 


2 COI Uaied Socunues 
















A Convened (Per Cent Year) 















131^ . 2000 

548 

1049 

1294 

2500 

10 4‘ 

1294 

100 

1041 

1292 

7200 

1042 

1292 

10548 

104) 

1292 

1175 . 2001 

128 00 

1089 

II 56 

21500 

10.88 

It 56 

15500 

1090 

11.56 

29000 

1087 

1155 

788 (X) 

1088 

II 56 

1250.2004 

5.50 (XI 

11.31 

1199 

17780 

1128 

1198 

400 (X) 

1128 

1197 

78000 

1128 

1201 

2107 80 

11 29 

I2(X) 

Sulvtotol 

68148 

1122 

1191 

617 80 

II II 

II 87 

.55800 

II 17 

1186 114200 

II 12 

1197 

YXII 28 

II 15 

11 92 

B Regular (Per Cent YutU-) 
















nOO . 1999 

80 (X) 

1026 

12 89 

2000 

1028 

12 89 

_ 

- 


2500 

961 

1284 

12500 

10 1.) 

12X8 

1.140 . 1999 

6215 

1021 

11 17 

2125 

1004 

1115 

. 

- 

- 

.56 Z5 

1000 

1.114 

11965 

1(110 11 15 

1370 . 1999 

64.13 

961 

1.1 (18 

‘19 20 

9.)8 

1168 

3700 

9 87 

1367 

.1900 

941 

1165 

219 51 

9.51 

1367 

11.40 2000 

297 iX) 

1075 

II 11 

251.50 

1066 

II Id 

229 50 

1069 

11.10 

22000 

1065 

II 29 

998 (X) 

1069 

I110 

Iij64 . 2X100 

50 (X) 

10 (16 

11.52 

2(1(XI 

1061 

II 51 

19 40 

1062 

1151 

126 10 

1063 

1151 

2.15 50 

1061 

II 52 

12 14 , 2000 

- 

- 

- 

IS (XI 

10 51 

11% 

6000 

10.56 

1196 

2000 

10.51 

1195 

95 <X) 

1055 

1196 

1260 , 2000 

5 (XI 

1041 

1241 

25 (X) 

1041 

124) 

15 (X) 

10.11 

1241 

20 (X) 

1025 

1240 

65 (XI 

1015 

1242 

1385 . 20(X) 

25 (X) 

1086 

1.129 

2000 

1087 

1)79 

2(K) 

1080 

1127 

5(X) 

1072 

13 24 

52 00 

1085 

13 28 

1085 . 2001 

30 <X) 

10 84 

10 85 

25 20 

1084 

l()8.s 

4100 

10 86 

10 86 

5400 

1085 

1085 

1Y)20 

1085 

1085 

11 47 . 2001 

. 



90 (X) 

1094 

II .)4 

50 (XI 

1094 

II 14 

55 (X) 

1094 

II )4 

195 00 

1094 

1114 

1155 2001 

160.50 

1088 

1141 

l)6(K) 

1086 

1141 

265 50 

1086 

1141 

18615 

1084 

114(1 

748 15 

1086 

1141 

12.08.2001 

. 

- 

- 

1000 

1087 

!l 82 

- 

- 


15 (X) 

1087 

1182 

4500 

1087 

1182 

1100 . 2002 

- 

- 

- 

ISIXI 

1097 

1099 

7907 

1097 

1099 

- 

-. 

- 

94 (H 

1097 

1099 

II 15 . 2(Ma 

98 60 

II 10 

II 15 

9‘)(XI 

1101 

II 12 

12115 

1104 

II 12 

197 (X) 

1103 

II 12 

51795 

1105 

11 12 

1155 2002 1 

10 (X) 

1105 

11 19 

5)(X) 

1107 

1140 

.. 

- 

- 

15 (X) 

1108 

1140 

98 (X) 

1108 

1140 

1168 . 2(X)? 

45 21 

11(1) 

1149 

55 (X) 

not 

1149 

25 (X) 

1104 

1149 

75IX) 

IKX 

1149 

2(X)2I 

1104 

1149 

12 O'* . 2(X)2 

tool) 

1102 

12 19 

75 (X) 

1102 

I? 19 

.1000 

1102 

1218 



- 

115(8) 

1102 

12 19 

R M 80 . 2002 


- 

- 

KXX) 

1104 

1290 

_ 

- 

. 

. 

- 

- 

300(1 

1104 

1290 

,> 11 10 . 2<X)1 

20 (X) 

1104 

11 10 

5(X) 

II II 

II II 

80 (X) 

II 10 

II 10 

90 (X) 

11 II 

II II 

195 (X) 

II 10 

II 10 

1175 . 2001 

20 (X) 

II 19 

II .54 

. 

. 


5(X) 

II 16 

115) 

- 

- 

. 

25 00 

11 18 

11.54 

11 78 . 2003 

IS(X) 

II 16 

II 55 

- 

.. 

- 

20 (X) 

II 17 

11 55 

1100 

II 18 

11.55 

66 00 

II 17 

1155 

118) . 2001 

45 (X; 

II 14 

II 57 

70 (X) 

II 17 

II 18 

1000 

II 17 

11 59 

- 

- 

- 

125 (K) 

II 16 

II 58 

11 50 . 2tXU 

105 00 

II 28 

II 41 

60 (XI 

1129 

INI 

197 08 

1128 

1141 



- 

76208 

II 28 

1141 

11 95 2(XM 


. 

- 

5(X) 

II )0 

II 6(| 

20 (X) 

1129 

1166 

55 00 

II Y) 

II (4> 

8000 

II Y) 

1166 

11 98 . 2(X)4 

245 (XI 

II 12 

II h*) 

111 (X) 

11.10 

II (>7 

125 00 

11 Kl 

1167 

156 87 

II 11 

11 68 

817 87 

II .11 

1168 

12 59 2(X>4 

20 (X) 

II )l 

1201 

11 (X) 

II 11 

12 01 

_ 

- 

. 

. 

- 

. 

51 (X) 

II )| 

1201 

10 50 . 2(X)5 

- 

. 

. 

- 

. 


20 (X) 

11 .)4 

1089 

10 (X) 

II 18 

1091 

)0(X) 

II 15 

t()tX) 

11 19 . 2(X)5 

64021 

II 15 

1127 

47741 

II 16 

11 28 

415 16 

11.15 

1128 

45)80 

II 18 

II 29 

2(XXi 57 

II )6 

1128 

11 25 . 2005 

9 (XI 

II 14 

II 29 

9500 

11 )5 

11 to 

122 00 

11.15 

11 Y) 

15 (X) 

II 42 

111.) 

241 (X) 

II V) 

II Yl 

1400 . 2(X)5 

18 (XI 

1148 

1264 

- 



002 

1141 

12 61 

501 

II 47 

1261 

230) 

1148 

1264 

1400 . 2m IN.STAL 

25 (XI 

1168 

1272 

- 


- 

2500 

1151 

1262 

. 


- 

50 (Ml 

IluO 

1267 

llbM . 2(X)6 

8(1(X) 

1144 

1155 

269 (X) 

1147 

11 57 

29000 

1148 

11 58 

267 18 

1156 

1162 

906 18 

11 Y) 

11.58 

11 75 . 2006 

91 55 

1145 

1160 

165 (XI 

1146 

lUiO 

271 14 

1149 

1161 

226 70 

H 56 

1165 

756 )9 

1150 1162 

1105.2(X)7 

587 (XI 

1161 

12 16 

209 50 

1164 

12 18 

)55 4(1 

1167 

12 19 

‘KXXI 

117.1 

1223 

124190 

1164 

1218 

1165 . 2<X)7 


_ 

_ 

S(X) 

1167 

1242 

_ 

. 


2040 

1169 

124.) 

25 40 

1169 

1243 

11 V) . 2008 

40 (X) 

1160 

II 57 


- 


- 

- 

- 

5(K) 

11 71 

1165 

45 (X) 

1162 

II 57 

1200 . 2(KiX 

6001 

116) 

1177 

7041) 

117.) 

118) 

10 57 

1177 

II 85 

1.5020 

1179 

II 86 

111 18 

1174 

1184 

1225 . 2008 

9508 

II (>7 

II 87 

12125 

1175 

1192 

4875 

1177 

1194 

98 85 

II 82 

1197 

Y).)93 

1175 

1192 

^ 1150 2009 


- 

_ 

.)0.)0 

118) 

117) 

- 



15 Y) 

II 88 

1176 

45 (lO 

II 85 

1174 

? 11 9*1 . 2009 

1045 04 

1174 

11 82 

.129 (X) 

II 84 

II 89 

1)9 14 

II 85 

II W 

)19 62 

II 88 

1191 

185279 

II 79 

II 86 

1229 . 2010 

25000 

1185 

1199 

120IX) 

1190 

12 02 

III 42 

1192 

120.) 

105 12 

1191 

12 (M 

.586 54 

11 89 

1201 

1232 . 2011 

911 (X) 

1193 

1204 

.187 00 

12 (X) 

I2(W 

.5Vi07 

1202 

12 10 




1856 (77 

1197 

1207 

1240.201.1 

11.55 88 

1213 

1218 

41097 

12 20 

12 74 

8-5067 

12 21 

1226 

2.1905 

12 22 

12 26 

2876.57 

1217 

12 22 

1260.2018 

11655 

1241 

12 41 

_ 

. 


029 

1245 

1246 

- 

- 

- 

ll(<84 

1241 

124) 

Sub-total 

700821 

1161 

11 88 4109 18 

1141 

II 80 49)471 

n 52 

11751768 81 

II 14 

116719821)91 

II Y) 

n 79 

C/eiuCoupon Bonds (PrOenl Year) 















2000 

- 

- 

- 

- 

. 


- 

- 

- 

25 (Kl 

966 

715 

25 (X) 

966 

715 

2fXXXII) 

16 (XI 

10)1 

770 

25 00 

10.14 

7 71 

- 

- 


.1500 

1028 

774 

76 (X) 

10 Y) 

772 

2(XXXIII) 

16201) 

11 14 

784 

99 (X) 

1(127 

/88 

IK4M) 

1027 

79(1 

2‘'165 

10 Yl 

7 91 

689 15 

1095 

7 89 

Subtotal 

178'X) 

12 88 

7 81 

124 (X) 

1028 

7 85 

tK450 

1027 

790 

HU 65 

1024 

7 85 

79015 

1085 

7 85 

(AtB-iO* 

788671 

1160 

II 79 48.5098 

1116 

II 7| 5677 21 

1145 

11 61 521446 

1121 

II 51 

:Y)29 )6 

1141 

1167 

DKBI's Open Market Dpet'.tn<ns(IYr Cent Year) 














124,2013 

- 

- 

- 

- 

. 

- 

100 

122.1 

12 27 2548 46 

12 21 

12 27 

2549 46 

1221 

12 27 

126.2018 

281442 

1241 

124.1 

- 

. 

- 

589 77 

1241 

1245 111700 

1245 

1246 

4.521 19 

1242 

1244 

Sub-total 

281442 

1241 

1241 

- 

- 

- 

590 77 

1243 

1245 366546 

1229 

12 )1 

Tiro 65 

12 )S 

12 )8 

'.\i-B4C+D) 

10701 11 

II 82 

1196 485098 

II 16 

11 /I 626798 

II 54 

11 71 8879 92 

1167 

II 851(170001 

1164 

1184 

»REPO 

848 15 

162800 



155-rf) 



1274 (X) 



4105 85 




-> State Govt SecuntKS 

26181 

1209 

12 16 

14760 

12 12 

12 21 

12185 

1220 

12 27 


12 20 

1229 

9)8 55 

12 16 

!2 24 

Grand total (1 to4) 

125.1294 

721299 



7070 n 


1102572 


17862 17 




' > means no trading YTM = Yield to matunty in penrciilage pei annum CY = Cuneni yield in pet cent pei aimuiii * Yield rotes u< these suh-gioups 
1 bilb and dated securities have been used tor the grnphii 

>tunties svith sraail-siee transactions (Rs 20 croie or less) and inflation linkt'd bonds have been dropped tmm the above list hut included in the rasiieiiive 
hM.ds 

Ynfe.f I) Yields ate sveighied yields, sveighic'd by the amounts ot each iraiis.it.tinn 
2 ) Cunent yteld has not been worked out for insasuiy bills 
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aggicsMVciy priced The has been vciy 
successful and the response was to the 
tunc of Rs 500 cron: but R1L retained only 
Rs 400 cmre. Other issues in this segment 
were from Tata Industiics (Rs 1(X) emret. 
Nirma Ltd (Rs 150 crore), Citicorp Marut i 
Finance (Rs 20 crore) - all of them have 
met vMth their targeted sum - and India 
Tyre & Rubber Co (I) l4d (Rs 4 croie) 
Nil ma Ltd oHered two options 18-month 
Zf’R where one can invest Rs 4,2L‘.MH) 
and get bark Rs S.(X).0(K> after matutity 
The second option gives i 1 6 pci cent 
interest on an IK-month bond 

There is a long queue of tnrthcoiiimg 
issues. Noteworthy among them is flank 
of Maharashtra (Rs 170 croic), 'IN 
Industrial Development Coip (Rs liK) 
croic), Nagpur Munuipal Cotp iRs KKi 
crore), Jalgaon Munnipal Coip (Rs ?(Ki 
cnirc), Solapur Municipal Coip (Rs 50 
crore), Tata .Sons, TliLCO and leilo 
Constniction Equipment (togetherRs450 
crore). MSEB, MKVD and MSRDC 
(togethei Rs L65(>crorc), MTNL(Rs2.5l) 
cmie). DoT (Rs 2,7(K) cioie), Stcrlite and 
Gra.sim Industries (Rs 100 crore each), 
and L&T (Rs .100 crore). 

IV 

Secondary Market 
Dated Secuniiei 

'The dated securities market has turned 
extremely bullish since the beginning ol 
the current rmancialyear The (o(.il tr.ided 
volume in government securities m the 
first two months ot tins tiscul year has 


almost touched Rs 80,000 crore. In the 
com'sponding period last year, this was 
less than only Rs 3S,0(X) crore. This is 
because the long-term sentiment tor liq¬ 
uidity and interest rate has improved. 
Players arc, therclore, looking at mcdium- 
anil long-term papers The maximum 
Intel est was in securities matunng between 
2 (k) 5 2008 and those beyond 2(X)9, with 
the pines ol medium-term papers firming 
lip and yields weakening more than those 
ol even the long-term papers The yields 
on these papcis have also been maligning 
well with the OMO pnccs and the pnccs 
of re-issued papers pnvatciy placed by the 
government with the RBI. As a result, the 
yield curve b^'ame steeper in the second 
h.ill (Graph E) than in the fii.sl halt 
(Gaiph D) 

Krf'o\ and OMOs 

.'\s .1 le.sult of the underlying firm 
sv iiiiiiciit in the call money maiket. the 
RI) r s 1 1 sed rate repos received no r*sp( iiisc 
on most ol the day.s in May (Table 7), but 
die repo transactions outside the RBI wcic 
si/cablc (Table 8). The RBI, however, did 
not ctfcct any change in the repo rale 
pi mini ily hi'cause (he function ot the topo 
MIC uiitciitly IS to provide a lluoi to the 
c.ill rates lather than absoih liquidity 

'flic open market operations ol the RBI, 
I'll 'he oiliei hand, have been veiy aggics- 
sivc pnmanly to ah.sorb liquidity released 
Inst Ihioiigh CRR cut and then through 
iiiiciest payments and foreign lunds I lows 
1'he iciiiial hank has m lact been timing 
Its OMO well in synchroni.sation with the 


inflow of liquidity into the system. The 
selection of securities also has been well 
in tunc with the marten preference. The 
succes.s of Its OMO thus has been very 
encouraging. The RBI, for instance, placed 
12.40 per cent 2013 (l4-year paper) on 
its sale window on May 3. It sold Bis 2,549, 
crore worth of this paper on May 4 itsel/. 
On the previous day, it had sold Rs 1,300 
eioreol the same paper and another Rs 650 
crore worth of 12.60 per cent 2018 secunty. 
In the first week itself, the RBI did OMO 
worth Rs 4,365 crore. In the second week, 
as the liquidity conditions tightened and 
the market had to rc.spond to the auction 
of a new secunty, the OMOs slowed down 
and aggregated only Rs 617 crore. The 
third week again saw rero OMOs as the 
liquidity conditions continued to be tight. 
The last week ot May saw aggressive 
OMO with RBI selling .securities worth 
Rs 2.806 crore The total OMO sales in 
the current tinancial year up to May 28, 
1999 were Rs 14,809 crore as compared 
with devolvement/privatc placement with 
the RBI worth Rs 16,0(X) crore 

Hands 

'fhe inveslor iiitcicsi in the secondary^ 
bonds market was laigely rcstiicied tos 
short leiiiirc paper with residual maiurily 
ol aiouiidVOdays Yields in (he .secondary 
bond maiket were highci than the pnmary 
market The x'oiumes in the first fortnight 
of May were double the volumes in the 
last toiiiiight ot Aptil (I'ahle 9) Aclivity 
in corporate debentures also picked up 
considerably. 


lABir V tjHJi .iKVisiif- N inoNu .S'tn K t\iiiA><>a iNSl') t* hm. May (‘IW - AeniAL Traiii n AMtuw 

{Hui>ee\ tnar) 


UL'Miiptiiis __ __ .Week bndijig Sl.ij__ __ Tulal du nng 
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- 

- 
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4275 07 40oh 86 45l?((i| 
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11870 42 

1 ) Converted 

508 62 
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S66 8fi 

•(((Ol 
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2242.42 
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8626 Ol' 

III) Zero ('oupon 
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215 00 
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4li.(X) 

60 4 (M) 
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- 

- 

- 

IKK) 

2 50 

12 (K) 
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VI) Repo 
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<0 (K) 

('(> (H) 

1(1 00 
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B .Slate Govts Slocks 
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2X4.50 
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51 .52 

44 06 

.) P.SIJ Bonds 

‘748 

42 81 

22 (>4 

12 22 

87 15 

74 26 

126 82 

1 ) Tax free 

1 00 

too 

14 20 

7 50 

25 70 

41 05 

91 60 

III Taxable 

8 48 

V7 8I 

844 

1 7> 

61 45 

.44 21 

45 22 

4 Commercial Papers 

5.) (M) 

45 (M) 

46 (Ml 

14 4 00 

288 00 

407 00 

108 00 

.5 Ccrtificiaes ot Deposits 

20 00 

- 



20 nu 

. 


6 [>:bunturcs 

- 

5 (Ml 


(•2 18 

•'7 18 

71 99 

85 85 

7 Floating Rale Bonds 

50 (M( 

10 (M) 


15 (Ml 

75 00 

128 96 

0 00 

8 Others* 

•>7 20 

.56 84 

54'75 

55 (Ml 

262 99 

480 78 

467 45 

Gland Total ivolume) 

6271 42 4678 )0 

4.(4.4 44 

527*7 01 

2056 ( 07 20474 76 

1.44.42 40 

Ave'ige perdav working 








a Government P.qa-i 1 1 +2) 

I(XI6<I6 

7.51 11 

701 81 

8(1 -72 

824 45 

8.49 64 

606 88 

b Others ()+4i-5^fi+ .+> i 

18 28 

26 61 

20 4 ( 

4h 07 

44 .45 

46 22 

42 76 


No liadini? iK’B < ■nvciniiient ruiii|iensation Bonds * in,.lud(-s Non SLR institulional Bonds. 
SI.R Instiiatiiinal .>iai<is. Hank RiinJs, Promissory Notes tiniis o( liTI, Company Notes and Zero 
Coupon PSII Bonds .Old others 


Other Papei \ 

Secondary market toi commercial napei 
(CP) witnessed buoyaiK-y on the demand 
.side, especially dunng the first week n( 
the month as call rates softened 
considerably Several mutual funds weie 
reported to have shown interest in .Id-day^ 
CPs at 9 SO per cent There was, however ^ 
resistance at the sellers’ side that was 
willing to offer only up to 9.25 per cent 
Deals were reported in CPs ol ACC, Larsen 
&Toubro,Dabur,Exide The interest range 
was 8 80 per cent to 9 60 per cent. 

Note 

I 'in pncc-bascd auction, the coupon of the 
sccuniy IS prcdclermined (generally existing 
secuniiei arc ufrered for subscription on a 
n-issuv basis) and the bidders have to quote 
the price per Ks IIX) per cent face value nl 
the slock (based on their yield expcciotions) 
at which lliey de.siiie to purchase the stock 1 hi 
cut-off price or the minimum offer price i'. 
decided by (he Reserve Bank of India Bids 
below this cul-off or minimum offw pnee arc 
leiecied" IRBI Press Release of May 7.19‘)9) 

(V P Pnisonlli. Rafiq L Ansan, Nandim Sungupiqit) 
and Dipti Pankh were actively involved in the 
pieparation of this noie] 
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CIVIL LIBERTIES 


Ban on Pakistan TV 

^ A G Noorani 

Information and broadcasting minister Pramoil Mahajan's order 
banning Pakistan TV is palpably absurd, illiterate and 
unconstitutional. 


BAR a few hunuurabic cxccptionN there 
have been no protests worth the name 
against the government of India's ordet 
torbidding cable nctwoiks from transmit¬ 
ting Pakistan's IV telecasts The order is 
palpably absurd, illiterate and unconstitu¬ 
tional The Indian Aii Force launched its 
air-stnkcs in the Kargil sector on May 26 
Bxactly a week latei on June 2 pnme 
ininistei Atal Behan Vajpayee said in 
Mumbai that the situation had “consider¬ 
ably impioved" That very day in the city 
his colleague Piaiiiod Mahaian, ministei 
lor iiitoimation and btoadcasiing, an- 
noiinicd that he had given oideis impos¬ 
ing an indefinite ban on receiving signals 
ot Pak TV 

Mahajan said “The channel has been 
broadcasting (aisc and mala tide news 
which might cieate a contusion in view¬ 
ers' minds " Arc the \ lewcrs' minds as 
weak and impressionable as that ol the 
judge who heard onlv one side hccause 
when he heard both sides he got con¬ 
tused More than one daily quoted his 
exact words expressing his dicad ot 
'confusion' 

It IS time this issue is laced squaady, 
lor Pak 'I V has been lair game lor such 
blackouts. On Febiuary 28. 1998 the 
police commissioner of Hyderabad, 
C Ramaswamy. o'deied cable operators 
to black out Pak TV with eilc'ct Itoni 
March 2 in view ot ns “motivated cam¬ 
paign" which might “disturb law and 
order”. The insinuation was as plain as the 
ofticial's uttei lack of authority That 
insinuation is not fat beneath BJP minister 
Pramod Mahajan's remarks cither '"I he 
message being given by PTV might lead 
to internal insurgency in India' Who are 
the people Mahajan had in mind whose 
loyalty to India is so fickle that ITV could 
diive them to insurgency? 

Incidentally, the order is worthless in 
till stales affected by insurgency In 
Kashmir as well as in the north-east, 
satellite dishes dot even the rural areas 
For that matter the affluent ones in India’s 
major cities who can at lord to have them 
Will not be affected either. 


Mahajan threatened action by the police 
against those who disobeyed his order 
Wheic docs the police come in? Yet 
Bombay’s police commissioner A S Samra 
had no hesiiation in sending cops to cable 
operators in the city in November 1993 
dutmg the Ha/ratbal crisis oidenng them 
not to receive and communicate signals 
from Pak TV 

To begin with, neither the police nor the 
government as such has the power to 
impose such bans 'I’he di.scrction belongs 
to ol fleers authorised by the government 
.Scclioii 19 ol the fable Television Ncl- 
woiks (Regulation) Act, I99S reads thus; 
“Whcie an oflicei. not below the tank ot 
a Group ‘A’ <illi«.ci of thcccntial govem- 
iiicnt. authorised bv the stale govcinmeni 
ir. this bchalt, thinks it ncccs.sary or ex¬ 
pedient so 10 do 111 public interest, he may. 
by order, prohibit any cable opeiator 
from transmitting or retiansmitting any 
paiticulai piogiaiiime if it is likely to 
pioiiKitc. on grounds of religion, lacc. 
language, caste oi community or any othci 
giotind whalsiiever. disharmony or feel¬ 
ings of enmity, haired or ill-will between 
different religious, racial, lingucstic or 
legioiial groups oi castes or communities 
or which IS iiki-ly to di.sturb the public 
tranquillity ’’ 

.Section 2(1 .idds “Where the ccntial 
government thinks it necessary or expe¬ 
dient so to do 111 public interest, it may 
prohibit the oper.ilion of any cable tele¬ 
vision netwoik in such areas as it may, 
by notification in the official gazette, 
specify in this behalf ’’ A blanket powei. 

In neither«asc is appeal to an indepen¬ 
dent tribunal piovided. unlike .Section 1.5 
which provides hir appeals against orders 
of seizure ami i oiiliscation of equipment. 
Section 19 and also Section 20 are thus 
patently unconstitutional. The ic.strictioti 
they impose on the fundamental right to 
freedom ol speech and expression con- 
fera'd by Article I9( I j(a) of the Consti- 
lutiim is not “reasonable” as its Clause (2) 
insi.sts, because tlieie is no safeguard 
against abu.se ol the wide power eon- 
lerrc'd. 


Note that Section 19 confers a severely 
limited power to ban tiansmission of “any 
particular programme” only, not an entire 
TV channel. The word ‘programme’ is 
defined in Section 2(g) to mean and in¬ 
clude, among othci things any “audio¬ 
visual live performance or presentation’’ 
- a partii lilar programme. For instance 
a particular film which spreads communal 
hate. That is the true purpose ol .Section 
19 - spread of “di-sharmony” among citi¬ 
zens of India or disturbance of “public 
tranquillity” How can the very popular 
drama .senals or songs telecast by PTV 
possibly tall within the purview of Sk- 
tion 19? 

To come to news telecasts, they will, of 
course, ptc.sent Pakistan’s viewpoint which 
an Indian citizen has a right to hear. 
Frec'dom ot speech includes the right to 
receive information Yugo.slavia did not 
ban receipt of BBC or CNN telecasts. 
I'ho.se who find it unwelcome or even 
offensive have the option not to view the 
telecasts The ban robs the citizen who 
wishes to view Pak TV of his nght and 
freedom to watch it. Obviously, no such 
ban can be imposed in iie.spect ofPakistan’s 
radio broadcasts Nor cun private TV 
channels like Star and Zee 'I'V be banned 
Irom telci usimg interviews with Mushahid 
Hussain. Pakistan's ministci tor infotma- 
tion 

Praimid Mahajan only arouses people’s 
chauvinistic emotions when he .says, “1 
appeal to all of you to call up the offending 
cable operators to stop beaming the 
channel” That he knows little of 11 k law 
becomes clear from his interview to The 
Times of India Ouneb, 1999) .Section 19 
does not conf Cl adisciction only, hcclaims. 
It imjioses a duty to ban hver the dema¬ 
gogue, he argues “ask the families ot all 
those who have sacnfikcd their lives tor 
India, ask them if what I did was isroiig”. 
It Fl'V beams “ludicious, nauseating and 
obviously biased leports” viewers have 
■he option of not viewing it No govem- 
nieiit has the nght to tell citizens what TV 
channel they must not watch 
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INDIAN INSTITUTE OF FOREIGN TRADE 


Invites applications for 


NABARD Chair Professor in Agriculture 

Objective: The incumbent has to analyse policy issues in the field of agriculture in 

Post-WTO setting, undertake and guide research to facilitate the transition of 
the Indian agriculture sector to a globally competitive status. 

The Person: Must be capable of leading policy oriented applied research in this area as 
well as disseminate the knowledge by teaching in various programmes of the 
Institute. He / She must have adequate experience in the area of agriculture, 
as proved by significant published work A strong background in international 
trade would be desirable. 


Conditions: The position is at the Professor level in the salary scale of Rs 16,400 - 22,400, 
The eligibility conditions are as per the UGC rules. The Chair is initally available 
for a period of five years with a review after three years. 

Those interested may contact with detailed curriculum vitae, within 15 days from the date of 
this advertisement 

The Director (Admn & Finance) 

INDIAN INSTITUTE OF FOREIGN TRADE 

IIFT Bhawan. Qutab Institutional Area, New Delhi - 110 016 

Fax. 0091-011-6867851. 6853956 Email iift@giasdl01 vsnl net.in 


MADRAS SCHOOL OF ECONOMICS 

Gandhi Mandapam Road 
(Behind Govt. Data Centre) 

CHENNAI 600 025 

Madras School of Economics (MSL) is a centre of advanced studies in teaching and research in economics It is 
recognized as a centre for research leading to Ph O in economics by Anna University and University of Madras. 
It IS also offering M Sc vourse in economics in collaboration with Anna University 

MSE invites applications for (he post of Director 
Qualifications: 

I Ph D in Economics with good .. adcmic record. 

II Publications in reputed journals and books of high quality, preferably in two or more of the following areas; Economic 
Theory, Econometiics, Industrial Economics, International Economics, Environmental Economics, Capital Markets 
and Public Economics 

III At least 15 years ot teaching or/arul research expenence in University departments or/and research institutions. 

IV Evidence of successful completion of large research projects/important assignments by national and international 
agencies. 

V Evidence of academic and administrative capability to run a School of Excellence in Economics 

Note One or more of the above conditions relaxal 'e in the case of a candidate with exceptionally good qualifications 
otherwise. 

Terms and Conditions: 

a The Board of Governors will fix a basic pay in the following scale depending on the qualifications and experience 
of the candidate 

Rs 15350 - 610 -18400 - 740 - 22400 

b Director’s allowance, HRA, telephone at residence (all local calls and official long distance calls), car for official 
use. EPF. medical aAd leave benefits as per MSE rules. 

c. Period of first appointment 4 years, renewable for another term by mutual agreement. 

d. 1 he Diiector may continue as Professor after his term is over subject to the stipulated age limit. 
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COMMENTARY 


End of Dravidian Era in Tamil Nadu 

Ambrose Pinto 


Tamil Nadu politics was for long dominated hv the Dravida 
movement which emphasised Tamil identity, langua(;e and culture in 
opposition to north Indian attempts at integration. This was replaced 
by M G Ramachandran, a popular matinee idol and a populist in 
politics. Today the politics in the state has accepted BJP’s hindutva 
and also globalLmtion, making a complete break from the Dravida 
movement. 


WITH the alliance of Dravida Munnetra 
Ka/hagham (DMK) with the Bhaiatiya 
Janata Party (BJP) for the forthcoming 
national elections, whatever hopes one 
had ol a continuation of 'Dravida' cause 
III Tamil Nadu have disappeared The 
AIDMK had given up the Dravida cause 
right iioin the start, both in its ideology 
and alliances Given the nature of DMK, 
one expected the party to lurther the 
Dravida cause rattier than retreat from it 
This papei examines the 'Dravida' 
movement on tlie background of 'hindutva' 
and 'globalisation’ and attempts to 
understand the present situation 

1 

Evolution of Dravidianism 

“Deal studentsof Tamil. TuinyiHit atten- 
lionloyouicountry it isinuttardisordci 
What IS the chiel cause'> The answer is 
neglect of the mothei longue and out failure 
to love and nurture it. Of all the languages 
in the uorld it is our 'Tamil Mother' that 
occupies the most dcgi aded position Our 
mother, the most aniient and the mo.st 
gloi lous ol the languages of the world has 
now fallen I torn the high pedestal she once 
occupied" (Mudaliyai I965| 

These words ol 'I'liu V Kaliyanasundara 
Mudaliyar (1883-195^) were the core ol 
the Dravidian movement While attempting 
to revive greater interest in the Tamil 
language, several after Kaliyanasundara 
expressed anti-Saaskrit and anti-brahmin 
sentiments to consolidate Tamil pride 
Using the language, it was easy to whip 
lip popular sentiments and ensure co¬ 
operation Already in 1967. during Its very 
first entry into political rule the Dravida 
Munnetra Ka/hagam government instal¬ 
led a big board with neon lights in Tamil 
on (he secretariat building at Fbrt St Geoigc 
The board read. 'Tami/.haga Arasu 
Thalaimai Scyalagam' (head offlees of the 
government of theTaniils). English names 
on .state transport buses were changed to 
Tamil. Inside the buses, quotations from 
Tiiukural and a picture of Tiruvalluvar 
were displayed. Prayers to Tiruvalluvar 


were intrcxlueed bolorc proceedings began 
in the state assembly The name of the state 
was changed ironi Madras toTamil Nadu 
(Fhe Hindustan Fime.s. July 28. 1967) 
The idea was to m m over the sentiments 
ol the Tamil people The whole Dravida 
movement was tliercforc centred on the 
Tamil language Tamil culture and Tamil 
nation opposed to whatever is national 
and Indian 

The excessive love tor one's language 
essentially leads to hostility to other 
languages, specially those demanding 
attention. For the Tamils, the other two 
languages that were demanding attention 
were Hindi and S inskrit Hindi is a national 
language It is not the language of the 
south The southerners held that the 
attempts to impose it on the nation by the 
northerners show their desire to dominate 
over the south The opposition to Hindi 
therefore was vehement 

The two nia|or anti-Hindi agitations 
against the imposition of Hindi by the 
central government on Tamil Nadu were 
in l96Sand 1968 In 196S while Congress 
was in powei. those agitating were jailed 
As a national paity, the Congftss followed 
central party dictates with no .sensitivity 
to icgional aspirations. For Tamils, Hindi 
was a language ol the north and the rulers 
in Delhi were Aryans AcceptarKcof Hindi 
meant acceptance of the rule of outsiders. 
I'he DMK therctore was totally averse to 
Hindi. In tact. DMK once in power in 
1967 unconditionally rcleaited all those 
convicted m the 1965 anti-Hindi agita¬ 
tion “This is never done; many of these 
people had committed grave crimes such 
jis looting and arson" {The Hindustan 
Times. July 28,1967) was the protest from 
the Congiess Paity Congre.ss was per¬ 
ceived as unsympathetic to and intc'lerant 
of the Tamil cause while DMK was seen 
as a party of the poor and the downtrodden 
Tamils. 

In the year 1968 when there was wide¬ 
spread anti-Hindi agitation all over Tamil 
Nadu, the ruling DMK government was 
.stningly behind the agitation and identified 


ihsclf with the Tamil sentiments. If Hintb 
was to be imposed, it was clear for the 
central leadership that the cry fur 'Dravida 
Nadu' would become louder Indira 
Gandhi who had invited the agitating 
student leaders to pacily the feelings of 
the .students, was told by the students “Do 
you prefer Hindi or unity''" implying there 
can be no united India with Hindi as the 
link or of Hcial language in any manner or 
form [Ramanujam 1971). 

Sanskrit was a pnestly language and a 
language of the temples. The entire life 
ol Hindus in hierarchical caste system 
centred on temples, priesthood and rituals. 
By rumantici.singTamil and claiming that 
It is supenur to Sansknt the Dravidan 
leaders undermined both the priestly 
language and the priesthood. Jesudasan 
(1961) wrote “Unlike other Indian lan- 
guage.s. what stands out among achieve¬ 
ments o^f the Tamils is emphatically not 
from Sansknt. Sophi.stic!)ted and San- 
skntiscd literature, so (ar as Tamil is con¬ 
cerned. has to be relegated to the second 
class" 

Fnim the stimng of anti-.Sanskril senti¬ 
ment. there was also opposition to the 
brahmanic hegemony positively expressed 
through love for Tamil and denunciation 
of whatever is brahmanic. Sansknt was 
associated with theexploitati ve pnesthood. 
The leaders of the Dravida movement were 
practically all non-brahmins Gradually, 
they defined themselves as a Dravidian 
race different from the Aryans of the north 
and fiom the brahmins of the state Instead 
of Sanskritising and claiming a higher 
vama and linking thcm.selves to the myth 
of Aryan ongin. the Dravida movement 
looked to the thesis of a pre-Aryan invasion 
which viewed the brahmins as noroadic 
and latecomers to the subcontinent; and 
the Dravidians as the original inhabitants. 

The Dravidians were thus linked to the 
Indus valley Cl vilisation. To provide further 
impetus to the theory Father Heras. a 
Spanish Jesuit Scholar, claimed that the 
Tamils were the purest descendants of the 
Indus valley people and had best preserved 
their culture He translated the mysterious 
script of the seals and gave it tlK name 
'Prr^o-Tamir. relating present Tamil festi¬ 
vals and folk life to the Indus civilisation 
[Heras 1953). Worksol the type envisaged 
the new consciousness among non- 
brahmin Tamils. The movement gained 
new evidence when it was most needed 
through discoveries of Harappa and 
Motienjodaro 

With (hat began an attack on brahmanic 
religion, a leligion that had legitimised 
oppiessionofthe BC.s/SGsand .Si's linages 
of Ram were publicly deseenurd and Hindu 
deities were obscenely portrayed The 
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inscnption on the statues of E V Rama- 
swatny Naicker erected in several places 
in the state read “he who created god is 
a fool, he who propagates god is a sco^rcl 
and he who worships god is a barbarian” 
(Indian Express . July 16.1976). He con¬ 
sistently and constantly reiterated that no 
brahmin can he for equality and justice. 
Gita and Ramayana were attacked, llic 
attack on Ramayana was because Rama 
was depicted as a northerner, wamng 
against the Dravidian Ravana in Lanka 
E V R Naicker observed, “The Ramayana 
IS not based on any historical truth 
According to it Rama was not aTamilian 
He was a nortbemer. Ravana, who was 
killed by him was the king of Lanka (that 
is southern Tamil Nadu)...The men of 
Tamil Nadu are divided as monkeys and 
monsters...ln the Ramayana war not a 
single notthemeror Aryan lo.st his life All 
those who lost iheir lives were 1 amils who 
were called Rakshasas” (Naicker 19.^9| 
“Anyone who calls himself a brahmin in 
thiscountiy cannot behave difleiently from 
his position .that separates and elevates 
him from the rest of socicty...According 
to the ‘vedas’, '.sastras', 'puranas' and 
‘ithihasas’, brahmins are the upper caste 
and others are the low caste The .sastras 
of Hinduism attribute inferionty and 
.supenonty, disgrace and honour, to the 
low and upper castes, respectively No 
brahmins can give up this” (.speech ol 
1937, quoted in Vidiithalui, March 20, 
1964). 

The Dravida identity thus was fostered 
at two levels of deconstruction and 
construction While infusing hatred oi 
caste, the primordial sentiment ol race and 
language was affirmed. North Indians as 
well as brahmins were seen as Aryans 
They were held responsible for Hinduism, 
caste and the low status of Dravidians To 
provide a legitimate place for the Dra¬ 
vidians in politics and society Hinduism, 
caste and Aryanism had to he destroyed 
The demand for Dravida Nadu was centred 
on this anti-Aryan sentiment 

II 

Pcrsonulitks 

There were three impoitant personalities 
responsible for evolving the Dravidian 
ideology The most important among them 
was Penyar E V Rainaswamy Naicker 
(EVP), a radical socialist More than 
schooling, he wa.s educated by his ex¬ 
perience Prior to independence, that is in 
1944. he transformed the Justice Party into 
a movement and called it Dravida Ka/ha- 
gam. The members were to wear black 
shirts as a symNil ol the degradation of 
the Tamils. The ha'-k flag was another 
symbol, a sign of the subjugated state ol 
the Dravidians with a red circle in the 
ccniie. symbolising the hope of future 
justice The goal was a completely 


independent Dravida Nadu. Right from 
the start EVR stressed widow remarriages 
and intercastc marriages. He urged lus 
followers to treat August IS. 1947 os a 
day of misery for the failure to obtain 
sepaiatc nationhood for Dravidians or 
‘Diavida Nadu'. When India adopted its 
Constitution, he boycotted it 
There were other symbolic gestures he 
used to strengthen Tamil non brahmin 
identity In 1952 he led a major anti-Hindi 
movement He broke imagcsol the popular 
god Vinayaka to demonstrate his 
opposition to religion When Nadai 
Kamaiaj replaced Rajagopalachati. a 
htdhmm. m 1934 as chief mmistei. EVR 
gave hi in total support. In the 196{).s Pen var 
burnt pictures of Rama Ramayana was 
viewed as the record of an imperiali.stK 
war by northerners against .southerners 
Pciiyar'swasaiadicalsociahsin Though 
not an intellectual, he had undeistood 
six-Kty Ills was a prophetic voice, mote 
a voice ot reason than superstitiop His 
anti-rehgious movement functioned as 
vimekindol religion Though mliuenced 
by Marx, he was fully rooted in Tamil 
Nadu SOI 11 le coinbined .sociali sm, athei sin 
and anti-hrahnianism Hcie is an esii.u.i 
fiom his sfieech. 

.SiM i.ilism means justice wiihotil bi.is and 
equ.ilityxsithoutdiffercntes Butiheieaie 
inciiualities in every aspect ot piescnl lile. 
in caste, in education, m wealth and m 
SIX nl si.iius Even after their hnrdwoik 
(tcople suffer without seiaps to eal, r.tgs 
to weal and huts to live in. When we say 
It IS not proper and the prospi'tity should 
be ei|u.illy enfoyed by all, the t.ipitalisis, 
the ansiiKiJts, the landlords civ aloud 
The pnests .ind the theists stand uji and 
shout I hat Ills against the will of gcaf They 
s.iv a man leads a happy oi a sorrowful 
hie according to the ic.sults ot his karmas 
done in a pervious birth . (Vidiiiluilai, 
M.uih 2. 19(i4) 

His opposition to religion was due to 
the evpiuitiiii ve nature of religion, .specially 
with reg.ircl to caste 

People say our icvolulionarv inovemcnl 
has sp'iiled its chances because it entc'icd 
into tlie ticKI ol god and religion Man is 
disgiaccd by caste and caste is disgniced 
by leligion How can we desitov one, 
keeping the other alive’’. .Can the Hindu 
rcligioi. •t.ind it caste is abolished? Can 
god exist when caste and religion aie 
.'ibolished ' I shall give you an 
I'lustration All the sastras oi Hinduism 
necepttheJivisionofthefourvamas The 
words ol god' which appear m the 
Bhagav.id (iita approve of this. "I crculed 
the ioiii -atnas I created the dharmas 
(duties) to lie c airied out by the respective 
castes It anyone dues nut tcillow his duty. 
I will put him in hell" Lotd Krishna has 
uttered these words Canthosewhobcheve 


that Krishna is a god or that the Gita is 
his prophecy eradicate caste?...So keep in 
your minds that there is no other way 
except to become atheists in some way or 
other... (Viduthalm. Apnl 6. 1964). 
Penyai by his prophetic denunciation of 
brahmam.sm was able to provide awareness 
to the downtrodden in Tamil society He ' 
was able to convince them that degratlation 
I.S man-made and hence alterable His 
abi lity to awaken the masses was immense. 

Uic second important herool the Dravida 
movement was EN Annadurai. He became 
the first DMK chict mini.stcrin 1967. He 
died on Pcbruaiy 2,1969 He was respon¬ 
sible lor providing scif-rcspcct to the 
Tamils. He renamed the stale of Madras 
as Tamil Nadu If Penyar was the spearhead 
of radical socialism by linking Tamil 
identity lo .sentiments of caste, Annadurai 
lied his movemc'nt to liiiguislie renai.s.sanc e 
and loTamil culture He mixed the radical 
socialism of Penyar with a large do.se ot 
lilieraltsm so that the ideology provides 
meaning to large numhet of Tamils A 
disciple ot Pci lyar, he worked with Pciiyaf 
lust in the lustiee Party and later in the 
IViavicIa Kii/tiagham Diltereiiceshclweeii 
the t v'o leaders led Annalo laum h his own 
parly Dravida Munncti a Ka/hagam (Pio- 
gressive Dravidian hedeiation) in 1949 
And yel both worked tugcihci on certain 
issues liiilie 1932 elcvtions DMK ran no 
candidate of ils own and decided to suppoit 
cMnclidates who siippoiied ihe demand lor 
Diavida Nadu When EVR tarred Hindi 
names on railway station name boards, 
Anna foincd him 

Annadurai continually sticsscd the 
culturaloveitlieo onomic Whilcoliicially 
dropping the demand for sclf-detrimiii- 
atuin oi sccessiunahsm. DMK sclllcxl tor 
greater autonomy The abandoning ot the 
demand tor secession was to give the party 
greater political appeal. The rising 
generation prclcrred by tar the buoyant 
positive aspiiationsof the DMK Aftcithc 
success ol DMK in 1967 elections, 
Annaduiai's cabinet was tiic youngest in 
India - averaging 48 years Gradually, 
Anna attempted to ameliorate the Dravida 
Ku/.hagam'x hatted of ihe brahmias while 
maintaining hostility to then position and 
boliels Adisiinctionhc‘tweenhrahmini.sm 
and biahmins was made Brahminism wa.s 
detined as representing the particular 
system and practice of life preached by the 
brahmins based on ii t aiional beliefs which 
needed to be destroyed. Such beliefscould 
he a part and parcel of other pcHipIc A 
biahmin is an individual To the extent he 
treats all people as equals, he would have 
a place in Dravida Nadu 
Annadurai suppoited widow remar¬ 
riages and ‘self-respect mamage.s’. These 
niamages had no pnest and the ritual was 
a simple exchange of garlands between 
biide and groom An elder of the 
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community presided over the ceremony. 
To provide legitimacy to such mamagcs 
the assembly unanimously passed the Self- 
Respect Mamage Act when he was chief 
mimster. The objective wa.s to do away 
with all that provides sacred powers to the 
'^Mahmanic caste. 

On the question of race and caste. DMK 
was more moderate than DK But the party 
became identified with the defence ot 
Tamil language and culture. Annadurai 
organised the World Tamil Conference, 
the biggest celebrauon Tamil Nadu had 
ever seen for decades The idea was to aid 
the rise of a Tamil consciousness among 
the people. To further raise consciousness 
there was the use of motion pictures in 
which Annadurai him.seir played a major 
role as actor For him films were meant 
lor the pnimotion of stKial and political 
inessage.s There was then de-Sanskritis- 
ation of Tamil where the brahmin Tamil 
was replaced by a middle caste, non- 
colloquidl Tamil It is in the light of the 
histone interaction between the Tamils 
and their language that the Tamil 
opposition to Hindi as the official Indian 
^language must he .seen The non-hralimm 
Tfamils feaied Hindi because ot its 
icldtionship to Sanskrit, feeling it will be 
used to extend Aryan domination over the 
south, destroying Tamil in the process. 

As chief minister Annadurai abolished 
Hindi teaching in all SL^;ondary schixils 
with a view to completely eliminate Hindi 
Irom the school syllabus The National 
('adet Corps was suspended in all 
educational institutions because the orders 
wcictobcgivenmHindi As fai as religion 
IS concerned it is not the idea ot god that 
Anna oppo.scd hut Aryan gods such as 
Kiishna, Rama and Siva The attack was 
not on religion hut the religion of varna 
dhanna As chief minister he issued orders 
^tianning portraits of gods and goddesses 
^iii government ollices He promoted two 
lestivals. May I. workers day and Pongal, 
reinterpreted to mean harvest festival, 
devoid of any religious connotation. 

'fhe third person ot the third generation 
responsible for Dravidian ideology is 
M Karunanidhi As a student he formed 
the first unit of the Tamil Nadu 'Manavar 
Manram' which later grew into the 
Oiavidian Students Federation He was a 
disciple of Annadurai and wrote scripts 
lor some of the angrier rationalistic films 
In 1957, he was first elected to the state 
Jssembly as a DMK member. He was the 
'hiet campaign strategist for the 1959 
elections to capture Madras Corporation. 
In the anti-Hindi agitation of 1965, he 
played a major role. In 1967 he was re- 
eketed to the assembly and he served both 
public works minister and as minister 
lor transport. He nationalised bus transport 
and built a loyal following among the 
Powerful transport wo* kers' union. He has 
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huge volumes of writings to his credit. In 
some of his stones there is an attack on 
Hinduism. In terms of mobilising the 
masses, his campaign centred both on 
economic and cultural issues. Hindi was 
a significant factor Political awarene.s.s 
was tied to primordial sentiments. 
Karunanidhi pioneered a technique 
whereby political verses were set to the 
tunes of popularcinema songs. These were 
sung in theaters and on loudspeakers in 
every village Here is an example: 
Should Hindi rule the south? 

Should the position of sweet Tamils 
dclenoiate'' 

Should the north Indians airogantly cheat 

US'* 

Should we lose all the taxes we have paid*' 
Isnot ourTamil famed for its fine literaturc'' 
Is It not the nnl> way to prosperity'* 
IRycrson I98K |S6| 

Most of the songs combined cultural 
aspects with economic aspirations 
In a meeting thal Karunanidhi presided 
overin 1970. hisparty'scrced was declared 
10 be to work without rest - following 
Anna's path - to oppose Hindi impenal- 
isin, to establi.sli a society without exploit¬ 
ation, to work fur autonomy for the states 
and iederalion at the centre and to con¬ 
quering ot poverty avoiding violence 
(fndmn Exprras, February 24,1970) The 
party changed its demand from .secession 
to grcalcr autonomy for the states 
In keeping with the anli-brahmanic 
worldview Kartinanidhi in 1971 passed 
the Tamil Nadu Hindu Religious and 
Chailiable Endowments Amendment Act 
which abolished the hereditary appoint¬ 
ment of 'archakas' (temple pnesis). This 
was intended to abuli sh brahmin monopoly 
in rehgiou.s affaits Brahmins challenged 
the Act in the Supiemc Court without 
success DMK then made it mandatory 
thal prayers be held in Tamil rather than 
in San.sknt When the brahmin class was 
politicising the attacks on the god Ram in 
Salem and the god Vinayak in Madras. 
Karunanidhi addressed his people and .said: 
What crime have we perpetrated for them 
to clamour for oui annihilation'* That wc 
did not have our birth in a high caste is 
the only sin we have committed I was born 
in an ordinary family belonging to a 
backward community. I do not have any 
pnde of pedigicc I s this a sin? Penyar and 
Anna are the only two who. .madeus regain 
our sell-res jicct, made us Tamilians and 
made us walk once again as men. It is a 
fateful testing penod tor us. A challenge 
has been Ihiown i.> Tamil society...Will 
this race survive or be annihilated'* This 
IS the question Tamil Nadu is facing. Ait 
with that question etched in your brains 
(Murosoh, February 25, 1971) 

The .Salem incident turned out to b*' a 
brahmin-non-brahniin issue and an Aiyan- 
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Dravidian issue. The masses found in 
Karunanidhi a symbol of their aspirationa. 
As for belief in god, Karunanidhi 
emphasised that “at no time had the DMK 
been a party of atheists, but it would not 
allow exploitation in the name of god... 
DMK believes that god lives in the hents 
of people rather than in temples” {Indian 
Express, August 21. 1970) This is a 
depaituic from the DK ideology Though 
not an atheist, Karunanidhi was lull of 
anti-Hindu and anti-brahminic sentiments. 

The mu.st important figure in the all- 
India Dravidian politics was M G Rama- 
chandran who split from Karunanidhi and 
launched AIDMK. For 11 years, till his 
death on December24, l987,hedominiited 
Tamil Nadu politics without a Dravidian 
agenda. As a friend of the Congre.s.s, his 
rule even took away the benefits of the 
Dravida movement. The conditions of the 
people worsened His government dealt 
ruthlessly with workers, peasanu, labourers 
and employees. As the chief of All-India 
Dravida Munnetra Kazhagam. he had no 
difficulty in aligning with national parties 
and their causes. Ami yet he was popular. 
Hik popularity was due to his actions on 
the silver screen. 

“Charismatic MGR role was that of a 
working man combating every oppression. 
Thus he fiad acted as a peasant, fisherman, 
rickshaw-puller, carter, gardener, taxi 
driver, quarry worker, .shoeshine boy. 
cowherd, etc” [Pandian 1989] His identi¬ 
fication with the common man and their 
struggles made it easy to the struggling 
and toiling masses to identify with his 
image on the screen. The real MGR never 
came in contact with the masses After 
MGR, Jayalalitha put on the mantle of 
MGR Being a brahmin she was not at all 
ideologically tuned to the Dravida ideo¬ 
logy. In fact, she was rc.sponsiblc for the 
appointment of brahmin archakas and 
promoting the cau.%c of Brahmins as chief 
minister. Besides she inhcntcxi the AIDMK 
which was ideologically different from 
DMK That IS way when Jaydalitha aligned 
herself with the BJP a patty of the Aryans, 
It was no sutpnse or shock. 

Ill 

DMK and BJP 

However, after a relentless battle against 
brahminism and Aryanism how docs 
Karunanidhi align with the BJP? By its 
very ideology DMK has upheld the theory 
of Dravidian race as indigenous and 
superior. The BJP holds just the opposite 
view where the Aryans were the onginal 
inhabitants of India and the Vedic 
civilisation pre-dated the Indus valley 
civilisation. Ravana is the icon of 
Dravidians against the Aryan god Rama. 
While the whole BJP is centred on Ram 
mandir, vedas. Sanskrit, Aryanism and the 
construction of Hindu 'rashtra', DMK is 
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tor regional autonomy, Ravana, atheism, 
Tamil, Dravida Nadu and rationalism. 
Therefore, the alliance with BJP is totally 
opposed to the DMK ideology. A party 
committed to social justice and athei.sm 
ha.s decided to compiomisc on ideology 
^by aligning itself with a party of la.sci.sm 
and hindutva In terms of social justice. 
DMK has fought ior69 percent reservation 
in jobs and education for SCs, STs and 
OBCs BJP ha.s been averse to any reser¬ 
vations Howdoesapartythat spearhi. aded 
reforms in the social sphere, equality in 
the economic sphere and liberation from 
north Indian imperialism in the political 
sphere align with the party that is averse 
to socio-economic equality and propagates 
the puiity of Aryan lace'' 

Other than EVR, the leaders of the 
Uravida movement were not atheists 'I'hcy 
were anti-hrahinins strongly committed to 
famil local traditions While there was an 
assertion of equality thcie was also a 
populai bhakti mosement From the 
loadsulc shrines lo hliajana mandirs. the 
bhakti aspect was present even during the 
height ot the Diuvidu movement Roth 
Annadiirai and Kaninanidhi attacked 
puranic hrahnuinism and temple practices 
and were not uveised to non-biahniamc 
giiius Take the example of Kunrakkudi 
Adigalar. the head ol one of the non- 
hrahmin ‘saivite mutts' who was active in 
oigaiiising the I'amil non-hrahmin mutts 
lie was so close to the DMK that he was 
appointed b> the DMK to the uppei house 
Stronglv evangelical, he emphasised the 
need tor tiaiiiing the >oung for spreading 
•he Hindu icligion throughout thccountry 
While he advocated control over mutts, 
he had fought tor aichakas inTamil How 
c an one fight against tin' bralimanic leligion 
and yet encourage evangelisation to Hindu 
faith'’ In laci, there is no Hinduism apart 
liom biahminism 

During the era ol M fi Ramacliandran 
and Jayalalitlia. Hinduism received further 
legitimacy In laci. MGR had no Dravida 
agenda at all He was a populist and spent 
resources on the mid-day meal scheme, 
dhoti-saiec scheme lor agiicullural 
labourers, pen.sion scheme lor the aged, 
rehabilitation scheme lor the widows and 
other welfaie schemes While on the one 
hand he tried to effc’Ctncly utilise the 
natural and linguistic sentiments of the 
Tamils by organising Bharathi centcnaiy 
celebrations and the World Tamil Con- 
feiencc on the other he sought to utilise 
the religious .scntimciits of people ol all 
religions by giving state receptions to 
Sankaracharyas and others. This was totally 
against the Draf^ida agenda. Jayalalitha 
furthered brahnianic interests through 
temples, pricsthocxl and appointment of 
archakas from the biahmin community 

When Kaninanidhi came back to power 
bv defeating Jayalahthu. the ground reality 
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in Tamil Nadu was very differmt. Several 
incidents at ter Ayodhya had communalised 
Tamil society. The lowercastesandclasses 
had taken to Ambedkarism The 
Coimbatore bomb blast and several other 
incidents against Hindu communalists by 
the Muslim militants had sharply divided 
Tamil society To use this newly made 
votebank, DMK too became a part of the 
communal agenda, of winning back the 
Muslims to Its told while expressing 
concern lorthe subalterns Duringthe Lok 
,Sablia election ol 1998, communalism 
had made sulticient inroads into Tamil 
Nadu BJP m alliance with AlADMK 
performed beyond expectations posing a 
threat to the survival of the DMK. 

The reasons aie not too difficult to see 
DMK had .structumd itself a.s a monolithic 
Tamil cultuial community. Love forTamil 
and denunciation of Hindi. Hinduism 
(hiahininisni) and Aiyan invasion cannot 
remain political agendas foi long without 
stiong ideological campaigns and com¬ 
mitments in teiinsof action Ibc monolithic 
identity loimation did not satisfy the 
aspirations and hopes ol dalits and others 
who wea* on the lower rungs ol Tamil 
.society While the Tamil scif-respett 
movement hel|H'd the backward classes 
and doniinant non-brahmin groups, dalit 
and most baikward classes IMBCs) did 
not gain tnuih With the ADMK-DMK 
cimllict. the Dravidian issues took the 
backseat The ideological vacuum created 
by conflicts between DMK and ADMK 
was tilled by K.S.S and BJP and their front 
organisations While Dravida movement 
delincd the I'amil identity in terms ol 
language. BJP forged solidarity along 
religious lines specially with the dalils and 
MBCs 

The celebrations by the hindutva groups 
ol the least s ol Vinayak, Ram and Muslim- 
Hindu riots have come to delinc the .self 
as Hindu and others as Muslims in some 
places I'he thevur and dalit conflicts and 
conflicts betwcvndillcreni sub-castes have 
inctcascd the conflict between ‘us’ and 
‘them'. With ilie numbei of people below 
the poverty line on the increase and the 
government lacking a pluralistic cultural 
programme w ith an economic agenda, BJP 
wuh Its hinduiva has made inroads among 
the poor 

IV 

From Dravida Nadu to 
Globalisation 

At the 'kaine tunc there wcic economic 
factors at woi k Right from the beginning, 
the DK combined i adical socialkst rhetoric 
with a demand I a separate Dravida Nadu 
However the rhetoric for an independent 
Dravida Nadu was given up by the time 
DMK took ovei political power in the 
state, ie. in 1967. The business and 
industrial groups of the state made full use 
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of the demand for separate I^vida Nadu 
to pressurise the central government to 
establish several new industnes in Tamil 
Nadu. While on the one hand, the Congress 
had to facilitate developments in the state 
forthe growth of the party and to counteract 
the allegation ot Dravida leaders that the 
Aryans are out to destroy Tamil Nadu, on 
the other the government at the centre was 
aware that development would be the 
instrument to keep Dravida Nadu in the 
Indian union Several industries were 
established, many of them by people close 
to those with political power By 1967 
when DMK took over the stale, there was 
gradual consciousness among the bu.sincss 
and capitali.st classes that an all-lndia 
market for the sale of the products as well 
as supply of raw materials was essential 
I f Tamil Nadu was to progress. That is why 
the demand fora separate nation was given 
up Integration became the catch word. 

By the time India opened up to world 
markets under globalisation Tamil Nadu- 
businc.s\ groups too saw a po.ssihilily ol 
greater wealth by linking them.selves to 
world markets through export-import 
business Isolation was no longer attractive 
Tamil cause had Inst its relevance. Tamils 
were never averse to English Even during 
the Biitish rule, the Tamils were more 
ho-stile to tb' nationalist leaders hailing 
from the northern part of India and to their 
language than to English The movement 
fnim a demand for a separate nation to 
intcgnilion with India and now to global 
markets is due to economic interests of 
the ruling classes in the state than any¬ 
thing else 

In ilic process the Dravidian ideology 
has taken a backseat The inieresi ol the 
business classes has influenced and altered 
the Di a vidian ideology The Dravidian 
ideology floun.shed because ot the support 
the ideology received from the non- 
brahmanic groups. Business inTamtl Nadu 
was never in the hands ot the brahmins. 
The brahmins were cmploycdincducat ion, 
bureaucracy and civil service When EVR 
began the movement, continued by 
Annadurai and Karunanidht, the businti.ss 
groups with the intention ot wresting 
bureaucratic and political power from the 
brahmin class floated the Dravida 
Kaxhagam movement As a re.sult of the 
opposition to the brahmanic rule in the 
state, several brahmin officers took to 
central deputation Bureaucratic power 
gradually flowed .nto the hands ot 
Dravidians 

With globalisation, the situation has 
changed In fac. liberalisation of the 
economy was the beginning of the 
onslaught on Dravidian culture Right from 
the oiigin of the movement while the 
Dravidians were hostile to the brahmanic 
culture, they were open to the culture of 
TNCs. MNCs and business classes In 
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fact, the importance of English as stated 
earlier was never undermined while 
opposing Hindi and Sanskrit. The Dravida 
idrology was popularised through the silver 
screen besides street theatre, skits and 
plays. In fact, the number of theatres 
doubled dunng DMK rule. People fre¬ 
quented films to have a glimpse of their 
leaders, for Annadurai, MGR, Karunanidhi 
and Jayalalitha were also actors. 

It is the very same mass media that is 
utilised by the global business hou.scs to 
further the global agenda and to destroy 
the local Oravida cultures. Through 
television, newspapers and advertiseineni 
boards there has bran a systematic pene¬ 
tration and domination of the capitalist 
culture. The mass media specially TV sets 
are available even in slums Television, 
especially through advertisements, brings 
images of consumer goods, luxury items 
and the fashionable life The immediate 
effect of such adveiti-semcnts and publicity 
is creation of a global culture and in the 
process people are disassociated from their 
cultural roots and traditions. People arc 
alienated from traditional cfa.ss and 
community bonds. 

By thi values it promutc.s, the global 
consumei culture prevents subaltern 
classes from responding to their deteno- 
rating conditions The homogenisation ol 
culture present' the global culture as 
universal and creates needs lor com¬ 
modities generated by global business 
houses which the suballemscan ill-afiord. 
The subalterns thus aie further exploited 
by creating false needs due to unemploy¬ 
ment. di.splaccmcnt, pnee hike and the 
culture of consumensm Unable to provide 
for themselves and their families, they 
easily find solace in rites, ntuals, dogmas 
and myths. The hmduiva forces thus have 
been able to exploit the situation for their 
bebefit. by offering the opium ot hindutva 
The Dravida ideology has become 
ob.solete It has lost its revolutionary 
character. The rhetoric of amarkct-fnendly 
dialectic ol hi-tech production process 
whose ultimate purpose is to make people 
a commodity, increase unemployment, 
maximise profits and brainwash humanity 
into the service of the profit-hungry 
corporate empire provides room for fanatic 
and fascist ideologies Pushed to the wall 
by the global economic empire in nexus 
with the state, the pooi have to find solaie 
in the opium that Sangh panvar offers 
Dravida ideology has made way for 
hindutva facism 
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WITH a icccnt judgment of the Bombay 
High Court the controversy over the 
maintonam .0 of a Muslim divorcee has 
tevived A similar judgment by the 
.Suptetne Court in the mid-cighlics, 
iwpularlv known as the Shah Bano case. 
Iiail caused much a turmoil in the Muslim 
community The court had allowed a 
Miislinulivoicee, ShahBano, maintenance 
lot life Itom her former husband under 
.Section 12.5 of the Criminal PriKedure 
Code (CiPC) Tbc Muslim leadership 
obiected to this judgment and maintained 
that in Islam adivorcc can get maintenance 
only tor the ‘iddaf period (i c, a pctiod 
ol waiting lor thicc months aftci divurcc 
IS pionounced) It thought the .Supieme 
Court had no right to interpret the holy 
Qur'an - which only a Muslim 'alini' 
(sciiolar in sacred law and theology) i an do. 

There weic massive demomstralions by 
Muslims, and the Rajiv Gandhi govern¬ 
ment wascompelled to urttum the .Supreme 
Court judgment by pai mg a new law 
known as the Muslim Women (Protection 
ol Rights on Divorce) Act. The new law, 
dratted w-ith the help ot Muslim clergy, 
was supposedly ha.sed on the Qur'amc 
verse 2-241, whieh says “And the di voiced 
women, loo, shall have (a nght to) main¬ 
tenance in u goodly manner, this is a duty 
lor all who ate conscious of God". This 
verse makes it clear that the Qur’an re¬ 
quites N islims who fear God to pro¬ 
vide maintenance for their divorced 
wives The 'ulema' (body of theology 
scholars), however, argued that this 
maintenance could be given only for the 
penod of iddat 

Interestingly, while the Indian ulema 
and Muslim leaders agitated against the 
Supreme Court judgment in the mid- 
eightics and forced tiic goveinment of 
India to adopt new legislation for Muslim 
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women, a Bangladesh court upheld in 
1095 provisions analogous to Section 125 
ot Cl I’C <ind allowed maintenance for life 
to a Muslim divorcee fn thai case filed 
by I lef/ur Ralinian i Md) against Shamsun 
Nah.ii Begum (hi- Dacca High Court 
dell voic'd thejudginent on January 9,1995 
The judges. Mohammad Gholam Rabban: 
and Syed Aminul Islam, maintained that 
a person altei di\ oiciiig his wife “is bound 
to maintain her on a reasonable .scale 
beyond the periixi of iddat lot an indefinite 
period, that is to say, till she loses the 
status ol adivoreee by remarrying another 
person" 

TTie fudges argued that the Qui 'an was 
the word ot God and that the word of God 
must prevail over the opinion ol ulema 
The (^ut'an, the judges said, is under¬ 
standable by all human beings In the 
54lh 'suia' God say.s. “And We have 
made the Qur'an easy to understand and 
icnienibcr ” The judges also said that 
according to the verse 2.121 one must s 
study the Qur'an, which is in conformity 
with the dynamic, progres.sive and 
universal charactci of Islam 

The Dacca judges then took up verse 
2 241 and .said there were three important 
words in this verse* ‘mutailaqat', meaning 
divorcee, 'mataaoon', meaning household 
.stulO utensils, gimds, chattels, provision 
aniQmvcmcnce and ‘maarool*. meaning 
known, recognised, honourable and good, 
befitting kindness. They go on to argue, 
“So we find that a woman who is divoiced 
i.s entitled to household stuff, utensils, 
goods, chattels, provision, convenience 
which is known, recognised, honourable, 
good, befitting a kindness. Abdullah 
Vousuf All is, therefore, correct in 
translating the exprc.ssion ‘mataaoon bil 
maarool’ as 'maintenance should be 
provided on a reasonable .scale’.” 


Muslim Women and Maintenance 

Asghar All Engineer 

A recent judgment of the Bombay High Court on the resource 
entulements of a divorced Muslim woman vLs-a-vis her former 
husband has revived the contioversy which the Shah Bano rase of 
I9H6 generated and which led to the enactment oj the Muslim Women 
(Protection of Rights on Divorce) Act. Though path-hreaking, it seems 
to run counter to the purpose of that enactment. 
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The judges came to this conclusion; 
'Tonsidering ail the aspecLs. we finally 
hold that a person alter divorcing his wife 
1 $ bound to maintain her on a reasonable 
scale beyond the period of iddat lor an 
indefinite period, that is to say, till she 
loses the status ot adivorcceby remarrying 
another person”. This interesting 
interpretation of verse 2-241 seems to be 
quite in keeping with the words of the 
verse It is also worth noting that them was 
no rc.scntment of this judgment by the 
ulema in Bangladesh though the inter¬ 
pretation is not in keeping with the ortho¬ 
dox view 

The recent judgment ol the Bombay 
High Couit pertained to the appeal filed 
by Jaitunbi (Zailunbi) Mubarak Shaikh 
against her lormcr liu.sband, who nad 
divorced her bofoa* the Muslim Women 
'Protection ol Rights on Divorce) Act 
^ame into lorce in early Idgfi 

The husband. Mubarak Fakhiuddin 
.Shaikh, sent hei Rs 125 and three months 
maintenance at the late ol Rs 50 pi-r month 
hy money older in final setilement ol the 
dues The wile had tiled an application for 
niainlenance iindei ('ilX' 125. and the 
iiiagistiate lixcd the amount ot niain- 
teiiance at Rs W) per month by an oidei 
tlated June 2h, I W 1 But on October h. 
I'>S6. the wile initiated the piesent 
pioeeedingsby tiling dniaintenanceappli¬ 
cation (no 2*17 ot l*JK6iundei Section 127 
ol the code tor enhaniemcni ot main¬ 
tenance. claiming that she ivas entitled to 
Rs 5(J0 per month 

The husband in lact look a second wite 
and drove Jaitunhi out Jaitunhi hailed 
lioni a vciy poor lamily, and alter she was 
diiven out she had nothing to lull back 
on, and her parents - quite poor - were 
extiemely leluctant to accept her hack in 
tlieirliome The wile. Iheieloie, maintained 
III her application loi niainlenance that she 
was ill-tieated by hei husband and was 
diiven out ot the matiimonial home, 
puisuant to which she had made an 
application tor maintenance 

It was this application which was belom 
the Bombay High Court, and the ludgcs 
h.td to decide whether.she could he awarded 
maintenance beyond the pciiod ol iddat 
As pointed out belote, the put pose ol the 
piesent Act, passed in 1986, was to tulc 
out the possibility ol payment of main- 
lenancc to a divorced wile beyond the 
pt-riod ol iddat The Indian ulema had 
aigued then that the word ‘mata* in verse 
2 241 of the Qur’an is about une-lime 
piovLsiun alter divonre and not payments 
month after month Tlicy also argued that 
marriage in Islam was a contract and that 
••ncc the contract was broken the husband 
'^as not liable to maintain her - as .she is 
tree to remarry as scum as the pcnc>d ol 
'ddat was over 


It wastocixintei the provisionsof Section 
125 of CrP C, which ensures maintenance 
fur a divoiced wile until ste remames or 
dies, that the new Act was passed ini 986. 
The first judgment under the Act was 
pronounced by Lucknow magistrate Rekha 
Dixit. She awarded Rs 68.000 to the 
divorced wife as Imal settlement of dues. 
According to the Muslim Women Act a 
divorcee is entitled to (I) the ‘inehr’ 
(dower) amount, (2) mata (onc-time pro¬ 
vision depending on the tinancial status 
of the husband and the standard of living 
the wile IS used to)i(3) three months main¬ 
tenance, and (4) whatever gifts the 
estranged w ile had leceived from husband 
and other relatives at the time of marriage 

The Bombay High Court bench appears 
to have gone beyond this. What the judges 
have awarded to Jaitunhi is almost what 
she would have been entitled to under 
Section 125 of the CrPC. The intention 
ol the ulema and the Muslim leaders has 
been to counter .Sec lion 125 of CrPC and 
avoid permanent liability fur the husband 
ot a divotced w ilc But the Bombay bench 
has through elahniate arguments ni its 
own arrived at the eonciusion that under 
the Muslim Women Act ot 1986she should 
he provided, within the iddat peruvd. 
maintenance forlite (cm until she remames) 
on a lair and teasonable scale 

'Hie judges have discus.scd elaborately 
in (heir judgmc'iit (I) the intention ot the 
legislators in enacting this Act. (2) the 
contents of the Act. and (3) the meanings 
c'l the word ‘niaintenancc’ and 'provision' 
They labour to prove that tlie lair and 
reasonable niaiiitenanc'e stipulate is in no 
way rcstiicted to the iddat period. 

For this they discuss Section 3( 1 )(a) of 
the .Act The*) point out that this clau.se, 
w hich deals with (lie nghts'of the children, 
it any. inaiiitained by the wile, stipulates 
that a reasonable and fair pnivision is to 
be nude loi the ctiildren and maintenance 
IS to he paid lor the children by the former 
husband lor two vcurs from the respective 
dates ot birth ol such children The woids 
‘lor a period ol iwo years’ .speeilic-ally 
limit tlic liabihts ot «he husband against 
whom application is made by the divorced 
woman. Ilowevei. Section .3(l)(a) does 
nut stipulate that 'he iea.sonable and fair 
provision IS to he made only for the iddat 
pcriud-oi lorthaimattci.loi any!>pccilic' 
pettod On the contrary, the obligation 
ca.st upon the husliand in the clause h> 

(i) to make a icasonablc and fairprovision 
for the lutuic ot the divorc:cd wife; and 

(ii) to pay mainienancc within the iddat 
pciiud. 

The judges go on to say “In our view, 
the making ol .i reasonable and fan 
provi.Mon has tc' be lor the iuturc of the 
divcirced wile and cannot be eoniincd to 
the iddat period w hich is very short pei khI 


as defined in Section 2(b)of the Act. Such 
a provision must take into account 
tuture needs, including food, shelter, 
clothing, medical care in old age, etc. The 
amount of maintenance to be paid under 
clause (a) however can be confined only 
till the iddat period expties. having legiod 
to the scheme of Scx:lions 3 and 4 read 
together.” 

They go on to discuss the dictionary 
meaning ol the words ‘maintenance’ and 
‘provision’ and conclude; “As lar as the 
making of a reasonable and fair provision 
for the future ot the divorced wife under 
Section 3( 1 )(a) of the Act (is concerned), 
the liability is not restrict^ to the iddat 
pencxl having regard to the dictionary 
meaning ol the word ‘provision’...In our 
view the dictionary meaning, .would make 
it clear that the Muslim husband is required 
to visualise the luture needs of his divorced 
wife and make a reasonable and fair 
provision lor the future needs of his wife ” 

This judgment would be welcomed by 
women’s organisations as a path-bicaking 
one and undoubtedly it is that. But one 
must also say that it does not seem to 
reilcct the real intention of the legislators. 
The Act was pa.s.sed in view of agitation 
by the Muslim leaders and the ulema, and 
they were agitating precisely because 
Section 125 of the (2rPC required the 
husband ot a divorced wile to pay her 
maintenance for li tc or until she remames- 
these leaders and the ulema argued that 
in Islam the liability restneted to the iddat 
period I'hc judges have so intcprctcd the 
Act with the help of a dictionary that it 
almost restores what the Muslim leaders 
and ulema had fought against 

Whatever the ment of the judgment, it 
mu.sl he said that mure and more divorced 
Muslim women are going to Ihc couits for 
icdicssal of ihcir grievances It is time for 
the ulema also to give .senous thought to 
this problem What jurists had believed 
dut ing the medieval ages cannot be treated 
as imal and irrevocable All Muslim 
countries have brought in new legislation 
I n respect ol women’s problems in keeping 
with modem times. We cannot shut our 
eyes to these problems. Though according 
tw the 'hadith' divorce is the most disliked 
ot the acts deemed permissible by Allah 
It been made very easy by the present law 
any man can throw his wife out by 
pronouncing the word ‘talaq’ three times. 
This IS causing .senous problems to 
divorced Muslim women. Divorce should 
he made difficult and justiciable in the 
proper spirit ol Islam The law on 
maintenance ot divorced women would 
al.so have to be reviewed so that divoroed 
Muslim women get justice, as many 
Muslim countries have already done 
Otherwise, the courts will intcrs'cne to do 
justice to aggneved Muslim women 
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Gender Ii^justice at MS University 

Sodhir Chandra 

Whatever the truth of the MS Universitv se.\ual harassment allegation, 
the committee investigating it has proved itself negligent and worse. 
The committee’s incompetent and biased investigation is an inju.\tice 
both to the complainant - if her allegations are true - and to the 
defendant - if he is innwent. 


THE MSI 'niversity ol Banxla was rcK'kcd 
a tew months ago when a research scholar 
complained to the vice-chancellor (VC) 
that her supervisor had been sexually 
harassing her. In a short, dilfidcnt lettci 
oi two faltering paragraphs, she icquested 
the VC to enquire into the matter and do 
the ncedtul She also asked for a change 
of supervisor 

Asoften happens in .such circumstances, 
a vancty of rival interests discrmcnl in this 
case a chance to secure their various petty 
ends, and the VC was subjected to con¬ 
tradictory pulls Such, indeed, was Ins 
vacillation in the face ol these pulls that, 
instead of making a thorough enquiry into 
the affair, the VC aitomately suspended 
the supervisor and withdrew the suspension 
order within no more than a few hours 
Following considurable dilly-dallying - 
and after the Baroda University Teachers' 
Association (BUTA) had virtually thiown 
its weight behind the impugned supervisor 
- the VC constituted, on Apnl 8, 1999, a 
three-member commitlcc to Icxik into the 
icseaichscholar’sconiplaint Thecomniiltiv 
needed but SIX weeks to 'cxplixlethcballcKin' 
of alleged sexual harus.smcnt Exploding 
the balloon, as the quot<ition mai ks indicate, 
IS a phrase that occurs in tiie reporl The 
repoft, in fact, contains similar oiliei 
expressions as well that betray the iiiindset 
and sensibility of its authors. 

The committee, in dismissing the 
research scholar's allegations and con¬ 
cluding that ‘there is no prima facie case 
for departmental inquiry' against the 
supervi.sor, has sought to clo.se the case 
What arc its gniunds for concluding what 
it hasconcludcd'^Thegirrscomplaintand 
te.stimony arc swept a.sidc in view ol her 
silence through the thice years that, she 
says, she was subjected to unwelcome 
sexual advances by the supervisot As (he 
committee puts it in its peerless poxse; 
Taking hcY allegation of sexual harassment 
at best, even Ms Bhatt [Mcena Bhatt is tfu 
scholar's namel herself, though accoiding 
to her evidence the haiavsmcnt started in 
she never made any bones of them 
till licnomplaintto VCui^rinvc-stigaiion 
by this committee Poi three yeais. for one 
reason oi other, Ms Bhatt appears to have 
kept mum. m .pile ol her alleged .sexual 
harassment from 1995 to Match 199*) 
‘The lapse', the cominiitee reiterates, 'is 


too glaring and revolts against herself 
The othci ground for dismissing Bhatt's 
complaint and testimony is the absence ol 
corroborative evidence Let us listen to the 
committee again' 

But even taking these allegations at then 
hes.. then* is virtually no corroboration lo 
lic'i allegations fiom any othci witnesses 
examined by this committee Palling hack 
on hci evidence, we sec het having staled 
heloie (his committee (hat she used to con- 
Hdc her sexual harassment by Dr Chel.'im 
lohei liicndDrSancharani Thecommittcc 
iheiefoiethoughi It necessary anddid III tact 
iiiMte Dr .Sancharani bclure this committee 
Hill Di Sancharani was specific enough lo 
sl.ilc bi'loie this enmmit(c*e that though 
Nfs Vfeeiia Bhatl is he*! casual fnciid, she 
iievei lonfided with tier tcgaiding hei 
sexual h.irassment by Dt Chclaiii ,Su. the 
■iniycnnohorativccvidcnccwhu’hMs Bh.itt 
thought to he thcic has collapsed 
There is a readiness here to aciepi the 
'collapse' ol any ptisstblc evidence on 
behalf of the complainant .Sancharani, it 
may be noted, was not cited as her witness 
byBliatt 'niccommittec.onitsown sought 
the evidenic of this ‘casual fiieiid' and 
leposed uriqualiltcd faith in the veracity 
ol hei 'hostile'testimony Rathei than ask 
Itself if there could he some compulsion 
toi Sanchaiani to be prudent in liei 
deposition - and subject her to tigoioiis 
inleiiogation - and in turn ask Bhatt it 
she wanted lo pnxiuce other witnesses on 
her hehall. the committee assumed 
Sancharani's to be ‘the only corroborative 
evidence which Bhatt thought to be theie 
It IS possible tocircum.stantiuIly account 
foi Saiichaiaiii'sdeposttion, andtoasseit 
that isitnesses eager to testify on behalf 
of Bhatt XX ere not heard by the coniniiltec 
That, hoxxevei, seems unnecessary loi a 
puma lacie as.sessmcnt of the icpoit's 
credibility The n.*port fails to inspire 
confidence because of its reluctance to 
address some basic questions to the 
testimony beloie it The eventual answers 
to these quc.stions would determine the 
rc.solution ol (he present case, which the 
committee has blithely pronounced lo Iv 
non-exisletil But even if the final upshot 
of the case - it must be reopened scum - 
confirms the committee’s conclusion, the 
damage done toitscrcdibility by the neglect 
of these questions would remain 
irreparable 


Assuming that it is not disingenuous, 
this reluctance at least revralsabias which, 
even if unconscious, invariably works 
against the complainant. Besides the point 
about her long silence, of which we shall 
presently have more, and the assumed 
ab.scnce of corroborative evidence, the 
reluctance to ask questions is reflected 
with respect to another critical aspect of 
the ca.se. At some point in the working out 
ol the messy relationship between Bhatt 
and hci research .supervisor, the latter 
decided to stop her monthly stipend Tlie 
committee concedes, in its characteristic 
language, that the supervisor ‘appears to 
huveactcddictatoriallyintliisbehalfwhich 
IS not I ilting to him nor fitting to the dean 
of the faculty ol commerce' (who permitted 
tins dictatorial tran.saction) 

But having conceded this, the committee 
hastens to describe the stoppage of 
scholaiship as but an ‘administrative 
lapse' which ‘can hardly he translated into 
sexual harassment’ In taking this view 
of (he matter, the committee is once 
again influenced by Bhatt's long silence 
•t aveis 

IV com sc, the lapse ol Di Chelani in 
slopping lici .scfioluiship nut reporting the 
nvittei to the dc.in. and even the fui'iir'* 
ol the dean in pursuing the scholarship 
mattci .cannot Ix' ii.insluted into the st'xual 
hatassincm ot Ms Bhatt because she has 
als.x kept shut tor a long period ot ovei 
Ihiee ye.its as pei her own oral and wiitten 
statements 

Mow IS one to decode the committees's 
'because' in the above excerpt'’ Short ot 
long. IS there any way her silence can be 
seenas af feeling the existence oi othei wise 
ol a causality between the admittc'f ad¬ 
ministrative lap.se and the alleged sexual 
h.irass>nent'’ Mai k (he conimittc’e' s formu¬ 
lation It does not raise' (he question of a 
possible link between the lapse and the 
allegation It asks, instead, if the 
administrative lapse is translatable into 
sexual harassment Suiely. even in the 
lace ol pniven conclalion between the 
two, withholding scholarship can be 
incidental to, and not i(.sell constitute, an 
act ol sexual harassment 
Relentli'ss in holding the complainant’s 
silence against her, the commitlcc is 
oblivious to its own silences Not once do 
Its two women members, and their male 
colleague, a letired judge, recall the 
authonty-onented structure ol our .society 
and institutions in which, let alone a lone 
individual, even subixrdinate groups suffci 
long before some proverbial la.st straw 
dn ves them to act. Silence as systematically 
induced second nature marks the 
rela(ion.ship of the vulnerable with the 
power! ul Even exceptions - be it a Gandhi 
Ol a Phoolan Devi - graduate thnnigh- 
silence Thatapart.dispuie.sdobn:whefore 
'ixploding 
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Awoman’sexperiencepaiticuliulyaleits 
her to Ihe risks of violating silence. Whtt 
ought to amaze is not her silence, but her 
resolve to face certain humiliation and 
ndiculc and possible denial of justice in 
the wake of her emerging from silence. 

^ It IS not that false chafes by women 
against men are uknown. But no com¬ 
mittees enquiring intoawoman’sailegation 
of having been abused by her superior can 
claim to have done Justice without 
grappling with her motives/compuision in 
going public about her supposed or real 
disgrace and exploitation Far from doing 
(hat. this committee does not even bother 
to ask why the complainant’s supervisor 
chose to stop her scholarship. Could the 
move not have been meant to strike terror 
and seal, at a moment when it seemed 
threatened, precisely Ihe silence that, in 
the commutee’.s view, 'revolts' against 
the complainant? 


To ruse this question is not to presume 
an answer one way or the other. But not 
to raise it. as the committee has done, is 
reflective of a silence Aat betokens many 
possibilities. Save one: the possibility of 
justice That includes justice to the 
supervisor as well For. in leaving certain 
cnKial questions unasked, the commit¬ 
tee's exoneration of the supervisor does 
little to turn the needle of suspicion away 
from him. What, further, the committee 
achieves by the manner of its dismissing 
Ihe complainant's allegations is to im¬ 
plicate itself Justice, perhaps, for the 
rhetorical aggression of muffling the 
complainant’s present speech by her 
picvious silence 

The MS University VC is said to love 
the phrase, pimya prakopa, which he 
translates as righteous anger. Will his 
righteous anger aci.eie the righteous anger 
of others forces his hand’’ 


Internal War and Civil Rights 
Disappearances in Jammu and Kashmir 

^ Gautam Navlakha 

The recent Amnesty International report examines the phenomenon of 
disappearances in Jammu and Kashmir. While some of the ‘nUssing’ 
may have crossed the border, by far the larger number have fallen 
victim to state terrorism - arrest, detention, torture and death at the 
hands of the security forces. Courts cannot provide much relief as 
court orders are i,i’nored by bureaucrats and armed forces. 


TO believe that atrocities can be managed 
or curtailed through teaching the armed 
forces virtues of respecting human rights 
IS a futile and counterproductive exercise. 
For one it allows the government to shift 
the burden on to the armed forces whereas 
if the government had been mindful of 
human rights it would not pursue a policy 
of suppression. Besides the army is meant 
to ‘inflict maximum damage’ on the enemy 
in pursuit of defending the country from 
aggression. To sensitise them runs ccHinter 
to the very purpose behind a force that is 
needed to defend the country, but, also a 
half measure which is meant to disguise 
the coercion and cnieliy against unarmed 
people which characterises counter¬ 
insurgency operations. We need to 
interrogate the politics of subjugating 
people: to analyse the process through 
which aspirations of the people are 
transformed into law and order problem 
which then becomes criminal activities 
degenerating to terrorism and finally 
infiltration of foreign militaiUs. Each step 
involves an increase in violence against 
the people. 

Yet, this policy approach continues 
because under it eve'^hing remains the 
i>ame: atrocities do not climb down; 


prosecution and punishment of soldiers 
and officers guilty of crime does not 
increase; political solutions do not improve. 
And it wins time for the government of 
India to carry on with its war of attrition 
while it pretends to be mindful of the lives 
and liberties of the people. Counter¬ 
insurgency by its very nature is meant to 
isolate mi litants from the masses by holding 
out the threat of arbitrary arrests, use of 
force, violence, etc, against the people. 
Indeed .security forces are not equipped to 
differentiate between civilians and com¬ 
batants, and their response makes no 
difference between armed or unarmed 
members of the movement, for the simple 
reason that they have to operate among 
civilian population within the country, 
where suspicion of the IcksI people is 
intrinsic to successful execution of the 
orders to subjugate tlw recalcitrant popula¬ 
tion. This provides the context which 
informs the particular problem of ‘dis- 
appearances’.endcmictoall internal wars. 

The latest Amnesty International (AI) 
report on *di.sappearances’ (India: “If they 
arc dead, tell us” 'Disappearances’ in 
Jammu and Kashmir, February 1999] 
highlighu one of the cruel aspects of 
counter-insurgency in Jammu and 


Kashrnir. For those who believe that 
countries have a sovereign ri^t to use 
violence against its own people this report 
will come as an eye-opener The report 
begins by trying to determine the number 
of those who 'disappeared'. The figures 
vary between 700 and 2,000. However, 
the recent statement of the state home 
ministerMushtaq Ahmad Lone in the state 
assembly substantiates the higher figure 
Responding to questions related to AI 
report he said that while the government 
IS aware that 3,2S7 people were missing 
only l,8S9ca.scshavehMnreported And 
insisted that in two years of civilan rule 
incidence of mis.sing came to less than 
SOO Of course some of them could be 
missing to e.scape being detained and 
interrogated and have crossed the border 
along with some who decided to join armed 
militancy. However, in large number of 
cases the evidence of their detention by 
the sccunty forces or renegades as well 
as subsequem ‘disapperance’ from custody 
(i c, death) is overwhelming. Indeed among 
the missing are children and elderly 
revealing that many people “appear to be 
arbitrarily detained” , or “arrested as the 
only male member found in their homes 
dunng raids”, picked up to put pressure 
on a relative suspected to be a militant “to 
surrender'’, and in some cases also for 
extorting money. However, AI is conviced 
that the “most common motive...appears 
to be to intimidate young people not to 
join militancy or to frighten the general 
population" (pp 13-14) not to join or sup¬ 
port armed militancy. What is interesting 
is that GOl never tires of claiming that 
“whenever prima facie case of violations 
is established, exemplary action under 
law IS t^n against the offenders and 
appropriate relief provided to the victims”. 
Ilie evidence pil^ up by AI exposes the 
holiowne.vs of government claims. 

In the case of a minor Nazir Ahmad 
Gojar age 14 years arrested by army 
personnel of the Dogra regiment on January 
26, 1992, the J and K High Court in 
November 1994 ordered an inquiry. The 
report prepared by district and session 
judge Kupwara noted that the twe 
respondents - the commander of 1.5 Corps 
[AI mistakenly describes it as corps 
commander northern command which is 
in fact called GCKI!-in-C noithem com¬ 
mand] and the union of India - “despite 
of being apprised of the pendency of the 
inquiry .remained absent and did not 
associate with the inquiry itself (p 16) 
Hie case of Waheed Ahmad Ahangar age 
16. arrested by 79 bn of BSF on May 26, 
1990 shows how the parents met the hoy 
in custody next day afler his detention but 
who then disappeared Instead the BSF 
threatened the parents, and the state 
government in writ petition 676/90denied 
arresting and detaining the boy Javaid 
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Ahmad Oar was 8 years old when arrested 
on October 3.1990 by CRI7 for throwing 
stones. His parents were told first that he 
wasdetained at airport interrogation centre. 
Later that he was adopted by a CRPF 
officer. Then in a tetter dated January 16, 
1991, the police informed Uiat he was held 
in joint interrogation centre at Jammu, 
only to finally decaire that he was never 
arrested (p 19). Such cases abound even 
as J and K High Court lamented that it.s 
orders were dismissed by the law 
enforcement agencies. 

Habeas corpus petitions heard once a 
week which means long delay. Even cases 
heard by the court didnot result in redrrssal 
AI quotes a judge; “(t there is total break¬ 
down of law and order machineiy...Nobody 
bothers to obey the orders of this court. 
Thousands of directions have been given 
to the top administrative and the law 
enforcing agencies which have not even 
been responded to” (p 31). In such a 
situation there is little hope that even where 
security personnel have been identified 
tor alleg^ enme, they will be prosecuted 
and reedve punishment. Take the case of 
Jalil Andrad, human rights activist who 
played a pivotal role in documenting atro 
cities by the security ton%s. He was arrested 
byRashtnyaRinesonMarch9,1996. His 
dwomposed body was found on March 27 
with his hands tied and face mutilated. In 
, April 1997 the special investigating team 
' irtentified Major Avatar Singh as being 
involved. The union of India submitted 
that the act was not committed in his 
official capacity. Moreover thery conten¬ 
ded that the officer served with territorial 
army since November 1996, was ‘dis- 
embrxlied (released)’ and has not been 
traced. So much for GOI’s concern for 
human rights. 

The government talks with a forked 
tongue - making placatory noises about 
its commitment to civilised norms while 
also whipping up antipathy about anyone 
highlighting atrocities committed by 
official agencies. Therefore, the lament 
human rights bodies champion the 
cause of terrorisu. 

The report takes a look at the enormous 
powers given to security forces. Apart 
from J and K Public Sitft^y Act which 
allows for detention lor up to two years 
on vague ground of “acting in any manner 
prejuAcial to the security of the state or 
the maintenance of public order”. Under 
section 22 of this act legal proceedings 
against officials for acts done in ‘good 
faith’ are disallowed. In August 1997 the 
J and K Prevention and Suppression of 
Sabotage Act 1965 was notified. But the 
most draconian of the laws in operation 
is the Armed Forces Special Powers Act 
which can be imposed at the subjective 
discretion of the government, gives power 
of life and death to the forces with no 


scope for legislative scrutii^ and rare 
instance of Judicial ledressal. These legal 
measures confliawithICX!PR obligations. 
In Older to appear alive to conqiiaints about 
atrocities the state government had set up. 
a state human rights commission which 
recently asserted thtt ‘Ihcre is no bar to 
inquire matters pertaining to the army as 
provided by the NHR Act 1993 Section 24 
of the State Act chapter IV". One of the 
mafor incident investigated by them was 
the ma.ssacre at Surai^otein Poonch on 
August 3.1998. The investigations by the 
SHRC show that renegades working with 
army's 9 para unit emried out the massacre 
in which 19 persons including children 
were killed. The 17-page report says that 
the mavsacre “could not have been earned 
out without the support of 9 para". It is 
true that central government’s approval 
for prosecution will not be given. But 
'ai’tonomous' investigations into the 
conduct of the armed forces are possible. 
And these help substantiate the findings 
by Indian as well as international human 
rights IkxIics. In fact the state government 
recently announced iniesponsetoageneral 
strike by the Kashmir Triers Association 
against ‘state terror’ that district and 
divisional level monitoring of complaints 
of violations will be int^uced. While 
civilians have no control over the armed 
forces of the uinion these .steps confirm 
widespread misuse of powers, arbitrary 
acts and other violations by the security 
forces as being common. 'The SHRC as 
well as distnet and divisional level bodies 
monitonng investigations of incidents/ 
cases establish that atrocities are endemic, 
notwithstanding official statements 

One dimension missing in this report is 
the trauma andmentali^ony of the relatives 
and friends of the victims of insurgency 
and counter-insurgemiy. For it is not just 
the victims of violence who suffer, so do 
their kith and kin. This is something never 
taken into account while looking at 
atrocities being committed in an internal 
war tone 

The Al report is ui indictment whici* 
the government can choose to ignore al 
the risk of inviting international oppro- 
bi ium. For those who are disturbed by the 
role of Al and such bodies or those who 
recoil at the condemnation of Indian secu- 
nty fore s for atrocities and regard every 
Indian who condemns the forces for atro¬ 
cities as ‘anti-national’, this report should 
be made compulsory reading. If nor for 
anything else than to know how their 
silence orexplicit support forcrimes being 
committed against tlw people in the name 
of fighung militancy has encouraged the 
government to carry on with its policy of 
violent suppression and thus laid the 
ground for groups .such as Altoinvestigate 
and report on the crimes against people 
in J and K. 
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Peace in the Hills 

Badruddin Umar 

Although the Bangladesh government has signed u peace agreement 
with PCJSS representing the people of Chittagong Hill Tracts, there 
is mutual distrust between the two sides. The Indian and Bangladesh 
governments stand to gain at the expense of the people of Chittagong 
Hill Tracts. 


THE prime minister of Bangladesh has 
been applauded by her international 
patrons for establishing peace in the 
Chittagong Hill Tracts (CHT) They have 
also showered awards and honours on her 
for her great achievement in establishing 
peace in an area that had been disturbed 
by the ’unnily' and ‘terrorist' hill people 
oi CHT since 1973 Pnor to her inter¬ 
national recognition as a 'peace-maker' 
shcherselt organised a gn'at show in Dhaka 
after the signing of the peace treaty with 
the Paibatta Chattagram Jana Sanghati 
Saniity (PCJSS) where her cronies 
eulogised hei as a champion o( peace 
Interestingly in that 'national' celebration 
ol peace, the other side, the PCJSS and 
Its IcaderShantu Laima were absent There 
was nothing surprising in that absence 
because soon after signing of tbe pact and 
the surrender of arms by the PCJSS, the 
situation began to he tense with almost 
immediate violations of certain provisions 
and 'secret' understanding between the 
two sides^ as it was claimed by the PCJSS 
leader Shantu Larma. 

What was noticeable was the total ir¬ 
relevance of the national assembly in the 
matter of signing the peace agreement. No 
reference to it was made even after the 
signing of the agreement. What was 
amazing was a statement by the PCJSS 
to the effect that they had no knowledge 
about the details of the provisions of the 
pact! Thus after the surrender of arms in 
a hurry and signing an agreement, the 
detailed provisions remained unknown to 
them, and tte PCJSS and its leader Shantu 
Larma found themselves in the wilder¬ 
ness. Later when the regional council was 
constituted, of which I..arma was to be the 
head, it was claimed by die latter that they 
were not consulted and the composition 
of the council was contrary to the agree¬ 
ment and the understanding which they 
had with the Awami League government. 

Aggrieved by such departure from the 
agreement and the understanding, Shantu 
Larma refused to take charge of the office 
of the head of the regional council. But 
his abstention did not bother the govem- 
mept, because they knew that after sur¬ 


rendering arms and signing the agreement 
without examination of the detailed pro¬ 
vision of It. the PCJSS had lost all bar¬ 
gaining powci, whatever was left after 
their decision to give up the struggle and 
enter into an agreement with the govern¬ 
ment for sharing power in the Hill Tracts 
ol Chittagong 

The PCJSS had to sui render arms and 
aime to an agreement with the govern¬ 
ment for two basic reasons First, due to 
certain inherent weakness of the orienta¬ 
tion of their sttiiggle and consequent 
sagging of their forces - they were dis¬ 
integrating. Secondly, there was the In¬ 
dian intere.st, which was far from what the 
BNP, the Jamaat or the Jatiya Party was 
saying. The Indian government is in trouble 
in a big way in the whole of their north- 
ea.stem region. Secessionist .sections of 
the nagas. the mizos and the ULFA had 
been using East Pakistan and then 
Bangladesh as .shelter and training area. 
India, in her present disturbed situation, 
desperately needed to put an end to that 
They needed to seal the border very tightly 
between Bangladesh and their north-east¬ 
ern region, and tor that it was neces.sary 
to push back the CHT refugees into 
Bangladesh by an agreement with the latter 
It became r^cessaiy because if thechakmas 
and other hill people remained in the Indian 
camps and conducted their activities from 
there then there would be lots of comings 
and goings between the two countries and 
in that case it would not he possible to 
seal the bordci Indians pressurised the 
PCJSS and negotiated with the Bangladesh 
government, which saw an opportunity to 
end the PCJSS activities on their terms 
So It was. Both the Indian and the 
Bangladesh governments stood to gain at 
the expense of the hill people who got 
almost nothing out of tlw agreement. In 
the process the PCJSS and their leader 
Shantu Larma emerged as the collabora¬ 
tors of the Bangladesh government in 
exploiting and repressing the common 
toiling people of the ChittagongHillTracts 

It is not possible to elaborate here how 
this happened thnnigh the agreement, but 
the consequences of the agreement are 


quite clearly noticeable as hard facts of 
the present CHT situation, in the incidents 
that are happening there quite regularly. 
That Shantu Larma, in spite of his uneasy 
refusal to take charge of the regional 
council, has no alternative than to submit 
to government pressure is quite clear. He 
has already toured the three CHT districts 
to assess public opinion legardmg his 
assumption of office. This is an attempt 
to save lace, and tell the people that he 
has agreed to take this in response to the 
wishes of the people. This business has 
been arranged after discussions with the 
government because he has already be¬ 
come an integral part of the government 
policy in the Hilt Tracts. 

Thaa It IS .so has been demonstrated 
without the slightest doubt in what hap¬ 
pened during the conference of the re¬ 
cently formed United Peoples Democratic 
Front (UPDF) in Khagrachari There, on 
April 22, Shantu Larma and his PCJSS 
collaborated with the government in dis¬ 
persing the participating workers, leaders 
and then supporters by lathi-charging and 
opening fire on them, killing two and 
wounding about ISO. This was a totally 
unprovoked action by Shantu Laima's men 
and the armed forces of the government. 

The conspiracy, which was hatched by 
the government and the PCJSS, was a very 
common practice of the ruling cliques. 
The conference was announced by the 
UPDF about a month ago and the local 
government authorities were also duly 
informed about that. But only a day before 
the scheduled conference, a meeting of 
PCJSS was called by Shantu Larma at 
the same place in Khagrachari where the 
UPDF conference was going to be held 
according to their previously announced 
programme After that the local adminis¬ 
tration authorities stepped in and declared 
Section 144 and prohibited any gathering 
'apprehending' breach of peace and civil 
di.stuibance. 

The attempt to foil the announced 
programme of the UPDF was so naked 
that the local people were not deceived by 
it The PCJSS had neither the intention, 
nor the resources or public support to hold 
any meeting on that day. Their only in¬ 
terest in suddenly announcing their meet¬ 
ing was to sabotage the UPDF conference. 
According to the declared programme of 
the UPDF conference, people began to 
gather at the appointed place, and the 
police and PCJSS men tried to di.spcrse 
them In the process the other side natu¬ 
rally insisted on holding the conference 
and put up .some resistance. As a routine 
matter in such a .situation, the police lalhi- 
charged and then opened fi rc on the crowd. 
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Two persons were killed and about ISO 
injur^, four of them critically. 

The UPDF conference could not be held 
according to the previously announced 
programme. But a meeting was held at 
another place at Khagrachari where more 
than 2,000 people gathered. They were all 
local people because those who were 
supposed to come to the conference from 
outside were stopped at all the entry points 
to Khagrachan. 

The UPDF immediately mule a state¬ 
ment and denounced the government and 
PCJSS action as a pre-conceivcd con¬ 
spiracy. On the other hand, the PCJSS 
leader Shantu Larma. in line with the 
government policy, made a .statement to 
the press, whieh was widely publicised, 
in which he made many accusations against 


SEPITEMBER1998 for Russia was a time 
of political melodrama. Sick YelLsin was 
determined to appoint Victor Cherno¬ 
myrdin as prime minister for the second 
time. Hie Duma was equally insijitent on 
rejecting Chernomyrdin. The events, 
however, took a swift turn when the Duma 
disapproved Chernomyrdin twice and 
Yeltsin suddenly swung into political 
activism. He chose former foreign mini¬ 
ster. Yevgeny Maximovich Primakov as 
a candidate for pnme ministership Thus 
rose Pnmakov in the Russian political 
firmament a.s a rising star. The nomination 
of this multifaceted personality not only 
saved Russia from political disgrace, but 
also .smashed the Chernomyrdin phenom¬ 
enon. 

Yeltsin killed two birds in one stone; 
he could easily appease all political op¬ 
ponents including rabid communists and 
vociferous ultranationalists. At the same 
time the president's greatest achievement 
was getting rid of a contender for the 
presidential post in the event of an ailing 
Yeltsin ceasing to be the president. 
Chernomyrdin, widely rumoured as 
Yeltsin's successor, was skilfully slighted 
by -imorc powerful factor called Pnmakov 
phenomenon 


the UPDF. What is significant and inter¬ 
esting in his statemem is his comment 
regarding government policy towards the 
agreement. An UNB report says (Datlv 
Star, April 25,1999), “He hastened to add 
that the common people are worried over 
the non-implementation of the peace 
accord They are sceptical of whether all 
the provisions of the accord would be 
implemented on my assumption of the 
regional council office.” The same report 
.says that “In reply to a question, he .said 
how could I repose trust in the govern¬ 
ment when It took one year to remove 10 
army camps and 10 months to release 11 
people” Poor Shantu Larma and his 
K’JSS 

What then are the chaiKcs of real and 
lasting peace in the CHT. 


Profile of a Centrist 

Boro half-Jewish and half-Russian in 
the Ukraine capital Kiev on October 29. 
1929, Primakov lived as an infant through 
the thick of the great capitalist depression 
Thisispi'rhapswhythe new premier harked 
back to those difficult years and promised 
the Russians to salvage their country from 
her sunken economic predicament. Mind¬ 
ful that Russia is a country of incredible 
contrast, Pnmakov referr^ to the eco¬ 
nomic boom accrued from implementa¬ 
tion of the first two Soviet five-year plans 
and hoped to achieve the miracle in 
Russia's current economic dcpres.sion. The 
Russians hcheved him not bccaase he was 
Yeltsin's .second choice, not because he 
had any popular mandate or agenda, but 
simply because the man at the helm had 
fabulous experience of dealing with 
Russia's problems. 

Primakov combined in himself a mosaic 
of personalities A graduate of economics 
and a Journalist in early years, his career 
graph steadily moved up in the Soviet 
hierarchical ladder. He has experienced 
the ebbs and tides in Soviet politics from 
the horrifying years of Stalin’s dictator¬ 
ship tothe liberalisedethosofGorbachev’s 


perestroika. In the role model Yevgeny 
Primakov somewhat resembled Andrei 
Gromyko. Gromyko travelled from Gomel 
in Belarus to the apex of his career in 
Soviet diplomacy as Soviet foreign min¬ 
ister, whom Gorbachev made Soviet presi¬ 
dent. Similarly, Primakov trekked his path 
from Kiev via Georgia to the elite circles 
in Moscow where he earned credible 
reputation as an academician He headed 
such reputed institutes in the Soviet acad¬ 
emy of sciences as the Oriental Institute 
and the Institute of World Economy and 
International Relations before getting a 
stmt as a spymaster at the external intel¬ 
ligence directorate. Like foreign minister. 
Gromyko, who weathered ail storms of 
Soviet politics under all rulers .since Stalin, 
foreign ministerPrimakovbreastedallodd 
waves to reach the crest of his career as 
Russian premier 

He was of course a communist; but who 
was not in those days? What remarkably 
singled out Primakov as a final choice in 
the Duma was his middle path, the ap¬ 
proach of a centrist and Ins affable dip¬ 
lomatic skill of putting across even the 
unconvincing. He could w(x> the uncom¬ 
promising to toe the line ol a rcaipol’tik 
that Russia required at this juncture He 
had combined in himself the qualities of 
a diplomat and an academician, a crafty 
intelligence chief and a communist poli¬ 
tician, an educational admini.strator and an 
able negotiator that endeared him to all. 
He was undoubtedly the best of choices 
Whether he could deliver the expected 
goods in difficult times was altogether a 
different matter contingent on several 
forces. The ability of a single man was 
certainly inadequate to relieve Russia from 
the mire of problems it has sunk into in 
post-Soviet times. 

As a scholar orientalist, Primakov be¬ 
came a formidable academician. His 
Anatomy of the Middle East Conflict is a 
sterling contribution to the body of know¬ 
ledge on the subject Hiis book is referred 
time and again by the scholars and stu¬ 
dents in the east and west alike. His other 
book East after the Collapse of tht Co¬ 
lonial System is a theoretical Marxian 
analysis of the impact of the post-colonial 
world on the east. This hook along with 
the reference manual IVhar’s What in World 
Politics published under his editor^ip are 
best referred by the students in their for¬ 
mative university years. Author of several 
other books and an educational adminis¬ 
trator, Primakov's forte lies in his nego¬ 
tiating skills. His success lies along the 
centre-of-the-hne path he follows always 
on crucial issues as much in state politics 
as in admincstrafion. That’s why Yeltsin 


Rise and Fall of Yevgeny Primakov 

PLDash 


With Primakov out and Stepashin in. Russia’s economic woes are 
unlikely to be over soon. Primakov attacked many of Russia’s 
problems with some measure of success and thus became popular 
among the people. He also refused to how to western pressures. This 
is why he was dismissed. 
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felt that Primakov could “play the role of 
Mr Compromise" which obviously did 
not happen. 

Visit to India 

Primakov visited India at a cracial time 
* when bilateral relations lay shattered. The 
upbeat mood of the Indian business com¬ 
munity to engage in trade with Russia had 
dissipated in the chaos facing the battered 
economy of a dilapidated country. From 
superpower to dilapidation. Russia's way 
to western model of democracy had re¬ 
mained bumpy. This had affected Indo- 
Russian tics as never before. Bilateral trade 
did not pick up as expected. The bottle¬ 
necks were reversible: but required con¬ 
certed efforts by both sides. The inter¬ 
governmental. ministerial level joint com¬ 
mission mceungs issued fniro time to time 
ringing statements But practical roca.surcs 
were inadequate to resolve the problems. 
What awaited Primakov was to provide 
a new practical orientation to bilateral 
economic relations and put India on the 
pnonty map ol Russian foreign economic 
lelations - a factor that had been largely 
Ignored until Primakov himself became 
foreign niintstcrofRu.ssiain January l^%. 
Now that he headed the goveniment. he 
hoped to instil a normative, practical 
approach into Indo-Russian ties 

Pnmakov stood a gixKl chance to ham¬ 
mer out many new deals with India For 
instance, delencc collaboiation was one 
ol those areas in which bilateral relations 
were looking bright From Sharad Pawar 
through Mulayam Singh Yadav right up 
to (icorge Fernandes, defence deal with 
Russia had remained a tup priority. Here 
were manv crucial questions, the Sukhoi 
deal, the submarine technology supply, 
ciyogenic question, nuclear issues, 
Kudankulam nuclear power plant and 
many mote.Thus. t!ien'weiecnoughi.ssucs 
to sort out Russia needed Indian goods 
and its arms market us much as India 
required Russian spares for its defence 
sector. Other expoit-import items were 
many. Thus, both sides did Impe to diver¬ 
sify the existing relations into newer 
spheres of co-operation. 

Besides .defence deals, the visit prima¬ 
rily focused on bilateral economic tics, co¬ 
operation in the banking and insurance 
sectors, oil exploration, technology trans- 
ler. political and cultural exchanges. Ever 
since president Yeltsin's visit to New Delhi 
in January-February 1993, Indo-Russian 
trade under the debt repayment scheme 
had fallen short of expectations. Bottle¬ 
necks imperilled trade, both in India and 
Russia As a result, a iiiaior portion of the 
debt repayment rupee funds remained 
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unspent. Every year this fund got supple¬ 
mented by Rs 3,(X)0 croie that piled up 
in scheduled Indian Banks. Russia found 
it difficult to spend this money because 
it had failed to identify Indian merchan¬ 
dise to be bought, and as per bilateral 
agreement, this fund cannot be spent 
otherwise withrmt a mutual arrangement. 
Thus, some introspection was essential in 
order to provide a perspective to the use 
of Russian rupee funds in India, appar¬ 
ently with active involvement of private 
busine.ss actors from both cmintries 

The difficulties arose primarily because 
government to government arrangement 
did not yet envisage the involvement of 
private actors. On her part Russia evolved 
a mechanism lor auctioning rupee funds 
so as to provide an opportunity to Russian 
firms to trade with India. The practice was 
partially abandoned because it did not 
yield fruit. Neither Indian government 
nor the Russian side has yet encouraged 
Indian private participation in utilisation 
of this fund Uius the bilateral content has 
been truly lost. India cannot take any 
concrete measures on her own because the 
money lies in the Russian acunint. What 
awaited Pnmakov was to chalk out a 
bilateral arrangement for continuous 
utilisation ol Russian rupee fund in India 
with involvement of both, government 
and private agencies, including corporate 
sectors in both countnes. 

Since Primakov's visit was a substitute 
10 prcsidcntial visit, India attached due 
importance to thit event as a landmark in 
relationships. Besides the Kudankulam 
project and a few defence deals, it was 
important that India persuade Russia to 
spend the debt repayment funds rationally 
by engaging private Indian corporate 
houses in trade and commerce to do big 
businc.s.s. and small traders to do petty 
bu.sincss with Russia. Across the vast 
swathe of Russia lay unexplored oppor¬ 
tunities lor trade which Indian merchants 
should b«.omc aware of. Rs 3.000 crorc 
worth business a year is a splendid allure¬ 
ment to bilatciai lndo-Rus.sian trade and 
this is what made Primakov's visit 
significant. 

Reasoning out the Dismissal 

The Russian president, Boris Yeltsin 
was once again up to gerrymandering in 
the middle of May 1999. He unexpectedly 
sacked prime minister Yevgeny Primakov 
and nominated interior minister, Sergei 
Stepashin in his place which precipitated 
a political crisis Yeltsin provoked the 
Duma at a time when his impeachment 
proceedings were coming up for debate. 
Although the debates have failed, the 


president’s unpredictable behaviour con¬ 
tinues to send tremors through the corridors 
of power in Moscow. The biggest chal¬ 
lenge is, of course, to get nd of Yeltsin 
who wields too much constitutional 
power and makes use of them whenever 
it politically suits him. 

Primakov was the third prime minister 
to be sacked by Yeltsin in 14 months. For 
every such misdeed, the president has a 
single justification: “he could not deliver 
the goods". Saying so, the Russian presi¬ 
dent has swept away weighty politicians 
to oblivion, thereby driving home the 
message that Yeltsin in Russia is politi¬ 
cally omnipotent. 

The famous victims of Yeltsin's whim 
in the past couple of years were Chubais, 
Nemtsev, Chernomyrdin, Kiriyenko and 
his enure cabinet as well as an array of 
top officials with imfreccable track record 
of service A case in point was that of 
general Nikolaev, commander ol the 
Russian border security forces in the 
Caucasus who did not allow into die 
Russian territory without custom clear¬ 
ance hundreds of lorries of spurious spirit 
coming from Georgia in January 1998. He 
was forced by Yeltsin to resign. 

In the present case, Yeltsin accused 
Primakov of not delivering expected re¬ 
sults on the economic fnmt. He has for¬ 
gotten the results Primakov had delivered 
in the aftermath of the August ensis last 
year. Then the rouble had crashed through 
four devaluations and suddenly, within a 
day. exchanged for 24 to one US dollar 
instead of just six. The mafia disliked the 
devaluation as much as the west In the 
thick of last year's crisis. Pnmakov pa¬ 
tiently pursued his billion dollar diplo¬ 
macy with the west and succeeded in 
wooing recalcitrant IMF to come to terms 
with the Russian situation, save it from 
total decadence and prevent it from sliding 
into the red. Pnmakov was then relevant 
to Yeltsin as a skiliul negotiator with 
western financial institutions. Similarly, 
when the 1999 budget came up for ap¬ 
proval of the Duma, Yeltsin needed a 
negotiator with the communists and 
Pnmidcov was up to that arduous uisk. 
Between September 1998 until his dis¬ 
missal, Pnmakov tackled the problems of 
his country and endeared himself to the 
Russian public whose as.sessmcni of him 
was far above that of Yehsin him.selt. 
Suddenly he became irrelevant liecause 
he became popular and was dismissed. 
Only those politicians who act h.md in 
glove with the Rus.sian mafia and listen 
to their western masters could succeed 
in present-day Russia; certainly not 
Pnmakov. 
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Real Reasons 

The credit goes to Primakov that he 
identiried two major ills plaguing Russia: 
western diktat on Russian foreign policy 
and an overt hand of the mafia who act 
in close alliance with the political bosses 
to run the Russian administration. When 
he tried to confront the.se two issues and 
suggested remedial therapy, he was dis¬ 
liked by the president's cronies Fiiithei, 
when he refused to comply with any 
concessions, he earned the dispicastiie ol 
the presidential coterie I lis diagnosis thus 
became his own problem Hidden pies 
surcs from the mafia on Yeltsin gradiuilly 
grew to a point when Yeltsin succumbed, 
the mafia won. and Pnniakov fell troni 
power, but the two ills continue to plague 
Russia. 

Other accu.sations that piocipitated 
Primakov's dismissal were his oven and 
growing linkages with the members oi the 
communist dominated Duma, showing 
undue favour to and haste in striking the 
Sukhoi Tank deal with India and repeat¬ 
edly cnticising the west on the pnibiems 
in fCo.sovo By the western parameters of 
political judgment, favour to India and 
support to Milosevic became the litmus 
lest for Primakov 

More than his deal with India, 
Pnmakov’s activities over Kosovo irk'cd 
the western mentors of Yeltsin I*nmakov 
in the eyes ol the west is the pri me ministci 
of a beggar nation who could ill-afford to 
antagonise his creditor But Primakov, 
apparently haunted by the pnde of super¬ 
power yeais, repeatedly rebuffed the 
Americans He turned back his IkS-bound 
plane midway to discuss Kosovo with 
Milosevic. He visited Belgrade and prom¬ 
ised Russian support to Milosevic As a 
token of prote.st against NATO bombing 
on Beigtade, his government ordered 
NATO's representative out ot Mo.scow. 
and further in protest, Russia boycotled 
NATO's 50th birthday ba.sh at Washing¬ 
ton Russia also threatened to send mili¬ 
tary supplies to M1I0.SCVIC and dispatched 
a spyship to the Adriatic to oversee I IS 
naval activities Hicse were certainly I(m) 
much for the I IS to tolei ate The US clearly 
did not like it. The retaliation came quick ly, 
obviously in the foim of pressure on 
Yeltsin, to get nd of his too-snurt premier 
Therefore, the action was .so sudden and 
unexpected 

Suspicious about everythmg and every- 
hexiy, Yeltsin prepared the ground lor 
Pnmakov’s ouster foi a long time The 
first indication came when he chose to 
travel to Amar agait.st doctor's advice 
to take part in king Hussain's funeral. 


Primakov was certainly slighted. The 
second indication was Yeltsin's prefer¬ 
ence of Chernomyrdin over Primiikov to 
be his special envoy to the west on Ko.sovo. 
This was apparently to show that Pnmakov 
mishandled Kosovo, while Yeltsin wished 
to handle it differently in favour of the 
west. Finally a day belore and alter 
1*1 imako v' s dismissal, when Strobe Talbott 
ot the I hS and Jacques Chirac ol France 
were III Moscow. Yeltsin, seemingly 
loiiluscd and disoriented bccau.se ol his 
pool health, chose to conduct the talks 
himself without any contribution Irum 
Pnmakov Yeltsin has made tlic world 
lichcvc that a schism exists between the 
govcinmcni and the presidency in follow¬ 
ing a NATO-triendly foreign policy 

Wluif Next"* 

With Pnmakov out and Stepashin in, 
Russia's economic woes are unlikely to 
be uvei All actors in the whole diaina are 
blinded by the prospects ot their short 
term gains, and none cares lor the lutua* 
ot Russia The sinister .signals tell us that 
Russia IS not going to transfoim into an 
advanced capitalist country through the 
lelormsul Yeltsin Despite Russia's huge 


natural and human resource potentials, 
Yeltsin's succcsse.s are insignificant. He 
may be the chosen one for the west, but 
he IS unlikely to last much longer. 

Detenorating political milieu in Russia 
will throw up new faces who might not 
like to sacrifice their national interests. At 
that point of time, all western investments 
will become riskier and Russia will be¬ 
come not a fnend, but a long-term liability 
on the west In order to avoid this liability 
one must watch the unlolding Russian 
drama in two of her upcoming elections 
to be held in winter this year and summer 
next ycai Until then, the ongoing Russian 
saga shall remain tugged at complex 
preccdures ot an impossible and aborted 
impeachment and Stepa.shin’s approval 
by the Duma As throughout the Yeltsin 
years, another pha.se of nagging contro¬ 
versy between the president and the 
parliament with no positive outcome for 
Russia IS expected ahead. There is no 
visible end to the crisis; political or eco¬ 
nomic Tile only end will be eithei death 
i>f the Russian president 01 dissolution 
ol the present Duma Till then ^ cltsin 
could dismiss all; and none could dismiss 
him 


INDIA FOUNDATION FOR THE ARTS (IFA) 

An independent, national philanthropy for the arts, invites 
applications for two Programme Executive positions IFA 
makes grants under the themes of arts research and 
documentation, arts collaboration, arts education and theatre 
development, seeking to provide sustenance to creativity, 
collaboi alive work and cntical reflection 
the successful candidates will share responsibility with other programme staff 
to develop grantmaking policies and strategies, review proposals, and monitor 
and evaluate grants. 

Applicants should be professionals with iwo years' experience or more in teaching, 
researcfi or managing programmes in the fields of the arts or humanities They 
should be conversant with current issues and activities in the arts, and possess 
good communication skills 

Specialisation in the visual arts, cinema o. cultural studies will be an added qualification 
Abil'ty to speak and wnte two or more Indian languages would be helpful. 

The position will be based in Bangalore, and may entail considerable travel in India 
The successful candidates wilt be appohnted for five years on a contractual basis. 
The compensation package, which is attractive, will take into account the experience 
of th selected candidates. 

The deadline for the receipt ot applications, including a detailed resume and 
any supporting documents, is June 30, 1999. 

Applications should be addressed to 

The Executive Director 

India Foundation for the Arts 

Tharangini, 12th Cross, Raj Mahal Vilas Extension 
Bangalore - 560 080. Tel. 080-331 0583/84 
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PERSPECTIVE 


Interpreting Gandhi’s Hind Swaraj 

Rudolf C Heredia 

Gandhi’s Hind Swaraj is not rejection of the liberative contribution of 
modernity. Rather his effort can be interpreted as an attempt to 
integrate these positive elements with a liberating re-interpretation of 
tradition. With his critique from within the tradition, Gandhi becomes 
the great .synthesiser of contraries within and acro.\s traditions. 


GANDHI'S Hind Swaraj (HS) is surely a 
foundational text for any understanding of 
the man and hts mission In dialogue with 
the text in its context, with the authoi and 
among ourselves, we hope to locate the 
text within it's own horizon ol meaning 
and then intermgaic it fmm within out 
own contemporary. For Gandhi's text is 
“a proclamation ot ideological indepen¬ 
dence” (Dalton I‘>9.1 16) he never com- 
pioiniscd. his “contession ot the laith” 
(Nanda 1974 Wi] he never abandoned, “a 
rather incendiary m.inilesto” (Rrikson 
1969 217) to enkindle his revolution. No 
wonder it was banned by the colonial 
government in 1910 lor Icar of sedition. 

I 

Gandhi’s Critique of the Modern 
West 

RtrGandhi civilisation was by definition 
a moral entcr|)nsc' "Civilisation is that 
mode of conduct which points out to man 
the path ol duty” (HS, Ch 13). Hence it 
IS tlic very basic ethos of this modem west 
that Gandhi .sets himsell against. For he 
tinds two unacceptable and unethical 
principles at its very core: 'might is right’ 
and the 'survival ol the fittest’. The first 
legitimated the politics ol power as 
expounded earlier by Machiaveli; the 
second idealised the economics of self- 
interest as proposed by Adam Smith In 
the west “with rare exceptions, alternatives 
to western civilusation are always sought 
within Its own basic thought system” (Satan 
1980:681]. 

The three recurrent themes in Hind 
Swaraj which we will discuss here are 
colonial imperialism, industrial capitalism, 
and rationalist matenalism. 

Coioniai imperial 1 , 1 m- Gandhi cate- 
goncally insisted that “the English have 
not taken India; we have given it to them. 
Tliey are not in India because of their 
strength: but because, we keep them" 
(HS. Ch 7) He was one of the earliest to 
realise that colonialism was something to 


be overcome in our own consciousness 
first [Nandy 1983 63]. Untes this‘Intimate 
Enemy’ was exorcised and exiled, unless 
we addres.scd this ‘Loss and Recovery ol 
Self Under Colonialism’ (ibid), we would 
always be a people enslaved by one power 
or another, whether foreign or native. 
Certainly, Gandhi would not want to 
exchange an external colonialism for an 
internal one, a white sahib for a brown 
one.orcompcnsatcthelossol ‘Hindustan’ 
with ‘Englistan* (IIS. Ch 4). 

British India colonialism was first 
justified by a supposedly Christianising 
mission, but very soon this was articulated 
in terms ot a civilising one. In rejecting 
this modem civilisation, Gandhi is 
subverting the legitimacy of the colonial 
enterprise at its core. For there could be 
nocolonialism without acivilisingmission 
[Nandy 1983:11 ] since it could hardly be 
.sustained in India by brute force. 

Industrial ciipitalism: Gandhi sees 
capitalism as the dynamic behind colonial 
imperialism. Lenin too had said as much, 
and like Marx. Gandhi’s rejection of 
capitalism is based on a profound repug¬ 
nance to a .system where profit is allowed 
to degrade labour, where the machines are 
valued more than humans, where auto¬ 
mation is prelcrrcd to humanism. 

It was this that moved Gandhi to his 
somewhat hyperbolic claim: “Machinery 
IS the chicl symbol ot modem civilisation; 
It represents a great .sin” (HS, Ch 19). 
However, by 1919 his views on machinery 
do begin to change right up to 1947, as 
he gradually comes to concede some 
positive aspects like time and labour saving, 
even as he warns against the negative ones 
of concentrating wealth and displacing 
workers fParel >997:164-70]. He was 
acutely sensitive to how machinery can 
dehumanise ami technology alienate, and 
he extends his critique to the professions 
of medicine and law (HS, Chs II. 12). 
The poor hardly benefit from these 
professional set s ices, though they are often 


their victims. He backs up his criticism of 
these professions in Wind Swaraj with a 
later suggestion for their nationalisation 
(CW, 68:97) 

Rationalist matenalism: Technology is 
but the expression of science, which in 
modem civilisation becomes an uncompro¬ 
mising rationalism. Fot Gandhi this is but 
a dangerously truncated humanism His 
incisive remaric is much to the point: “Just 
as dirt is matter misplaced, reason 
misplaced is lunacy! 1 plead not for the 
suppression of R^son, but for a due 
recognition of that in us^hich sanctifies 
reason itself’ (CWi»6:l06). Certainly, 
Gandhi is right in insisting on the un- 
rca.sonablcness of not setting anv limits to 
reason. 

More recently a post-modem world has 
emphasised the aggressive and destiuctive 
march of this ‘age of reason’ However, 
Gandhi would test his faith with his reason, 
but he would not allow his reason todestroy 
his laith. What makes such technoli^ical 
rationalism even more destructive in 
Gandhi’s view, is its flawed materialism. 
That is, the negation of the spiritual, the 
transcendent/or in other words, the denial 
of a religious worldview. 

For Gandhi (ruth, was much more than 
could be grasped by science or reason. For 
him there was a reality beyond that 
perceived by the senses. It is this trans¬ 
cendent reality that gave meaning and 
value to (Hir present one. In this Gandhi 
is very much in the mainstream of Hindu 
tradition Indeed, most religious traditions 
would be similarly sen,sitive to such a 
transcendent world, even when it is not 
perceived a.s wholly ollrer-worldly In a 
more .secular world today we may not be 
sympathetic to such a worldview And yet 
a matenalLsm that is deterministic leaves 
no scope for human freedom and hope. 
Gandhi emphasises (his reaching out to a 
beyond, that gives this freedom and hope 
its dynamism and a reach beyond its grasp. 

II 

Relevance of Gandhi’s Critique 
Today 

Gandhi’s critique of modernavilisation 
does overlook many of its strengths its 
scientific and critical spint of inquiry; its 
human control over the natural world, its 
organisational capacity Such achievement 
would imply accrtain ‘spintual dimension’ 
that Gandhi seems to have missed [Parekh 
1997.3.S] However, the focus of his enti- 
asm IS modem civilisation of a specific 
period, his condemnation of colonialism 
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' tcicu&es on its imperialistic inspiration; his 
reiection of indusinalism derives mostly 
liuin its capitalist context; his apprehen¬ 
sions about rationality regard its truncation 
by materialism. 

However, once the real limitations ol 
Gandhi's cntiquc are acknowledged, then 
we can better contextualise and interpret 
his relevance tor us today, whether this 
be with regard to politics in our nco- 
colomal world, or technologies in our pust- 
indusiriul times, or ciiltuie in our post¬ 
modern age Tlie.se will now be some ot 
the issues on which we must allow Gandhi 
to intcrrogatcus. For'lliekindsot quc-stions 
Gandhi asked nearly eight decades ago aie 
the ones which now face both the under¬ 
developed and the post-industrial stKiciics 
caught up in a deep upsurge ol contusion 
and drsillusionment" (Sethi 1979 3|. 

Neo-( tilomahsm Gandhi's lejcclioii ot 
the supposedly civilising mission ol 
colonialism brings into question i he whole 
legitimacy of colonial rule, at a lunda- 
menial ethical level He wrnild have India 
unlearn much that .she has from the niodei n 
west. For il Indians “would but revert to 
their own glonous sivilhsation. either 
the English would adopt the latter and 
become Indianised or 1 1 nd thciros cupat ion 
in India gone" (HS, Padace to English 
edition). 

Thus, he opens up a host ut ethical 
issues between the coloniser and the 
colonised, the dominant and the dominated, 
the opprc.sj>or and uppre.ssed. Tlic post- 
colonial era brought .such issues into 
sharper Uk'us across the world Now with 
globalisation le<iding lo a unipolar world, 
such concerns with empowerment and 
discmpowennenl. dependency and inter¬ 
dependency, have gamed, not lost their 
urgency Moreover, closer home this 
widening divide bears down on us more 
decisively than ever Isclorc 

Our new economic policy inca*asingly 
represents a whole new vision ol .society, 
that lakes fur giaiiicd the inteinal 
colonialisiii we are ex|)cricncing today, as 
lor in.slancc between Bharat and India, the 
hahujan and the t wicc-born jalis, the avarna 
and the savarna ca.stes. the toiling masses 
and the piivilcgcd classes, the oppressed 
people and the oppiessor groups, the 
minority tiaditions and the majority one. 

Thus, our po.st-eoluiiial world can only 
be Je.sciibed as a nco-coloiiial one, inter 
nationally divided into developed and 
developing nations, as also inira-naUoiially 
between piivilcged and unde.'privilegcd 
citizens. Moreover, ihe.se divisions arc 
mutually roinlort ed, m >i just economically 
and politically but culluially and socially 
as well 


Morrover, the west is still the centre of 
our world for we have not the self-respect, 
the self-reliance, tlm self-sufficiency to 
cenin.' ourselves and so we condemn our¬ 
selves to remain on the periphery of 
somaine et.se's centre For the colonial 
ma-sici s had stripped ourcollectivc identity 
ot anv intrinsic dignity by dcnigraling us 
as a cowardly and passive people Gandhi 
sought to reverse the damage to our 
collective psyche by his ''ledefinition ol 
courage and effective rc.sistancc in terms 
ol, or through non-violence" (Roy 
I9«ft I85|. 

'fhe issue then ol our identity as a nation 
and a p«.‘oplc .still icmains to he resolved 
Such identities are only viable in a 
genuinely multicultural world Gandhi’s 
uiging in this regard is certainly relevant 
today III our own sqcicty whcie the 
propagation ol a cultural nationalism is 
glowing every day Yet "nothing could be 
nioie anii'lndian than attempts to make an 
uk'ologyol Indianncssand to fight, instead 
ol incorporating or bypassing non- 
indianno.s.s'' (Nandy 1980 112) 

Post-indiistrialism. With the new 
technologies there was much hope loi a 
new liecdum iroin degrading and mono¬ 
tonous work. Howevet. what seems to 
have come in to replace this degrading 
monotony is not a new dignity of labour 
bul lather a compulsive cun.sunicrist 
society, which is but dehumanising in 
newer ways. This should hardly surprise 
us since the ethic underlying posi- 
indusinalism is the same as that which 
undi'i pinned industnal capitalism, namely, 
llic piolit motive and the inaikei 
inechaiiism 

Gsiiidlu's critique was precisely a con¬ 
demnation ol thc.se If we lind his ideas 
o( trustceshipa liltic naive and impraciical. 
we still have no alternative answer lo 
humanising a system that seems to liavc 
betrayed what possibilities it might have 
li,ul ot bunging liccdom and dignity lo the 
lolling masses Moreover, technology has 
Its own intrinsic dynamism, ihat insiiu- 
mentalis'is our world and inevitably leads 
to a dcsenchantmciil that bung us to the 
'non cage’, as Weber warned long ago 

(Jui environmental crises arc surely a 
manilc.station ol this loss of innocence, 
even to tlic point when wc want newer 
technologies to repair the damage already 
done hy the older ones. Gandhi was 
precisely re)ccling .such anaivc '’ninclc'enlh 
century optimism which sought (oi the 
positive .sciences the liberation ol 
humanity” (Nandy 1986:102]. But such 
anti-modemism IlKn was alicud of its time' 

PoM-modenmm The excessive and 
aggrc.ssive rationalismol tlicagcof reason. 


now seems lo have turned on iLseit widi 
the post-modem revolt. But thishas thrown 
up its own irrationalities. It seems to have 
lost the liberating project that was impliat 
in modernity. For the kind of relouvising 
and subjcctivising of ethics that post¬ 
modernism has led to. undermines the 
claims ol any justice For there can hardly 
be any mutually accepted legitimacy to 
arbitrate cimflicting claim.s. when con¬ 
sensus irrevocably breaks down. So. might 
becomes light, and the power its own 
legitimation 

Gandhi'strcnchantcnttqucoinuxiemity 
was tocused on modcmisi rationalism, but 
It was equally oppo.scd to a post-modern 
rejection ol rationality What Gandhi was 
pleading fonsanchcr concept ol rationality 
and a meta-theury ol rationalcsm (Parckh 
199^16.^-66] He wanted tocontain exces¬ 
sive rationality within rea.sonahle bounds 
without an iiialional revolt against rca.son 
ilseli hut he would emphatically reject 
any lorced choice between totalising 
lationalism and relalivising subjectivism 

III 

Gandhi’s Affirmation of Indian 
Culture 

Gandhi's Hind Swaraj presents us wilh 
an idealised vcisioii of Indian culture that 
IS completely couiiterpunctal to the 
'modern west' Here wc pick out three 
seminal Ihrincs swaraj, swudeshi and 
satya 

Swaraj Gandhi radically re-intcrprcts 
'swaraj' and gives il a dual mciuiing The 
original Gujarati text uses 'swaraj' in bolh 
.scii.ses Gandhi’s b'ligli.sh translatii in makes 
the duality explicit swaraj as 'scit-rule' 
and as 'sell-government'. The lirst as .selt- 
contiol, n'lc over oneself, was the founda¬ 
tion lor the .second, scif-guveinment In 
this second sense, local sell-government 
was what Gandhi really had in mind 
Gandhi vety decidedly gives piiunty to 
.sell -rule over self -govcnimcni. and to both 
over political independence, swataiiir-ita. 

F,.sscntial to both meanings m swataj 
was a .sense ol selt-respcct that is precisely 
Gandhi’s answer to colonial rule. For 
Gandhi freedom in its most fundamental 
-tense had to mean ireedom tor selt- 
realisation But it had to be a freedom tor 
all, lortheloilingmasses. and the privileged 
clas.sc.s. and most importantly for the least 
and last Indian. In this sense, sarvodaya 
was precisely the patriotism that Gandhi 
espoused. It focu.sed on people's welfare 
not on national priik; “By patriotism 1 
mean the wcUaie of the whole people, 
and. li I could .secure it at the hands of 
the English. I should how down my head 
to them" (HS, Ch 15). So he could wnte; 
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“my patriotism is for me a stage on my 
journey to the land of lieedom and peace” 
{YomgIndia, Apri\ 13.1924,p 112). And 
yet swataj was nut something given by the 
leaders. Indian orBritish. it was something 
that had to be taken by the people for 
themselves. 

Clearly, the foundation of swaraj in both 
its .senses hod to be threefold: .self-respect, 
self-realisaiiun and self-reliance. This is 
what Gandhi tried to symbolise with the 
chakra and khadi, both much mis¬ 
understood symbols today. For Gandhi 
khadi ”is the symbol ot the unity of Indian 
humanity, ot its economic frmlom and 
equality and therctoro ultimately in the 
poetic expression of Jawaharlal Nehru, 
the lively oflndia’sfrctxlom”(CrW75’ 146- 
66) Tixlay the chakra and khadi have not 
retained this powerful multivalent 
symbolism 

Yet the ethic that Gandhi was trying to 
introduce and in.scrtbe into Indian political 
life was that "real swaraj will not he the 
acquisition ol authority by a tew but the 
acquusition of the capacity of all to resist 
jutlioiity when it is ahu.scd" (Prabhu 
1961 4-51 ForGandhi ‘Civili.sationisthat 
mink' of conduct whii h points out to man 
the path duty" (HS. Ch 15). The basis then 
ol his swataj could not be just rights, it 
had to be duties as well For Gandhi real 
nghts arc legitimated by duties they t1ow 
from, tor both are Icnndcd on satya and 
dharma The modern theory ol rights 
reverses this pnonty and founds rights on 
the dignity and Ireedom ot the individual. 
But comprehensive nivirality can never be 
adequately articulated or correct ly grasped 
in terms ot rights alone 

Swad,"\hi: Swadeshi is the means for 
Gandhi's quest torswaraj Fundamentally 
It meant ‘localism*.This was notan isolated 
localism of the "desi;rtcd village", that 
Goldsmith roman'iced, or the degradation 
ot ca.<ileoppres.sion that Amhedkar revolted 
against, but rather the local neighbourlnxid 
community, the village as the node in a 
networkol oceanic circ lesthat over-lapped 
and spread out in its ever widening 
embrace. It is this commitment of the 
individual to his *desh' that was Gandhi's 
Indian alternative to western nationalism 
[Parekh 1995:56-57]. 

Gandhi perceived th^ power in India 
was inevitably monopolist by the urban 
elite, at the expen.se of village folk, and 
was trying to reversed his dependency to 
make the state serve the weaker sections. 
His was an egalitarian, not just a romaiUic. 
inspiration Mao attempted as much in 
China. But the village Gandhi idealised 
was not just a geographic place, or a 
statistic, or a social class. It was an event. 


a dream, a happening, a tailtwie. As he 
used "the term ‘village’ implied nut an 
entity, but a set ol values" [Sethi 1979:23] 
It bniught together his three basic themes 
of swaraj: self-respect, self-realisation and 
scli-rcliance. 

In pnvilrging the rural over the urban. 
Gandhi was arguing tor a minimal stale, 
since he saw the state assentially as an 
instrument oi violence. It was only in the 
communal cauldmn at the timeof parlition. 
that he began to see the need of state power 
to contain and end the violence. And yet 
our experience of the post-colonial state 
in this country would bear out his appre¬ 
hensions even as wc seem to be careening 
into anarchy Gandhi perhaps did not fully 
appreciate the role of the state as an agency 
for rcgcncM'ioii and redistribution, m 
planning and co-ordination. But he was 
acutely sensitive to the centralised state 
appropnating what belonged to the local 
community and the individual. He was 
deeply suspicious of power being used in 
thecauseoi Ireedom ortocomain violence. 
His swadcslii was an attempt to address 
this complex dialectic on an ethical rather 
than a political Inundation. 

5«ri a. Foi Gandhi truth was not a matter 
of tlKivy hut ol practice. Hisuutnbiography 
entitled Exfittmwnts wtih Truth, is surely 
an indication oi this But Gandhi’s tnith 
has little to do with experimental science, 
concerned with external prediction. Rather 
hts truth was anexpenential one..»lollexive 
understanding ot oneself very much in the 
tradition ol the Buddha and the ancieni 
nshisol this laud The whole ol Gandhi's 
life's journey was not to predict the 
outcome of his life’s struggle, hut rather 
to interpret and direct the struggles ot the 
mas.ses for what they themselves could 
legi'imately claim. 

ForGandhi satya. wasanabsolutc reality 
that wc could only partially grasp. Thus 
the many-sidedness ol truth that we 
experience is nothing but a consequence 
ot such relative knowledge Overcoming 
ttie.se limitations of our ‘relative know¬ 
ledge’ tor a more comprehensive grasp of 
this ‘absolute tiuth’ could iKverbe forced 
by violence Only ahimsa, non-violence, 
could make the quest tor such truth viable. 
Gandhi operationalised this quest in his 
strategy of satyagraha, or truth-force. 
Moreover, he makes no ethical separation 
between means and an end. Both must be 
morally good For him ‘The goal did not 
exist at the end of a series of actions 
designed to achieve it. it shadowed them 
from the very beginning” |Parekh 
1995:142]. 

Tims, satyagraha was not just a political 
strategy. It was both a means and an end. 


It was basically a method of dialogue that 
would btiiig two disagreeing parlies not 
just into mutual agreement, but iiUo die 
rcalis.'ition of a deeper truth together. The 
dichotomy between the oppressor and 
the oppressed is transcended in this 
‘heightened mutuality', but even beyond 
this "satyagraha ruptures the tneotomy 
among the oppressor, oppressed and 
emancipator" [Pantham I9K6’179] font 
seeks to involve all three in this quc.st for 
greater self-realisation of the truth From 
the saty agrahi as the initiator, this required 
a demanding discipline 

But satyagraha was also a political 
.strategy. In Hmd Swataj Gandhi defines 
‘pa.ssive resistance' as he called it then, 
as “a method of sccunng rights by personal 
.sulfcnng”(IlS.Ch 17) Clearly, "Gandhi’s 
.satyagraha tlien was an ingenious com¬ 
bination of reiLson, morality and politics; 
It appealed to the opponent’s head, heart 
and interests” [Parekh 1995:156) 

This was a"vernaculai model ol action” 
(Parekh 1995 211) that the people 
undcrstimd. But it was Gandhi who first 
used It so effectively to moblise them and 
to appeal to thetr oppressors. In fact he 
was the first leader to bring non-violence 
to centre stage in the struggle for Ireedom 
with the British. He was well aware that 
adopting "methixls of violence to dove 
out the English” would be a “suicidal 
policy" ills, Ch IS). Andhis/findSwura/ 
was pnxiscly intended to stymie such a 
soul-destroying venture 

Gandhi’s re-interpretutum Gandhi 
locmes him.sclf as an insider to mainsiruam 
Hinduism, the ‘.sanathan dharma'. Hence, 
the radicality of his re-iiiierprctation goes 
unnoticed. Gandhi docs not reject he 
simply affirms what he considers to be 
authentic, and allows the inauthentic to be 
sloughed off For “Gandhi’s Hinduism 
was ultimately reduced to a few funda¬ 
mental beliefs* the supreme reality of God. 
the ultimate unity ot all life and Uw value 
ol love (ahimsa) as a means of realising 
God" (Nanda 1985 86]. His profound 
ledcrtnilion of Hi nduism gave it a radically 
novel orientation In sum, “Gandhi's 
Hinduism had a secularised content but 
a spiritual form and was at once both 
secular and non-secular” [Parekh 
1995.109} 

Tlius one of the most remarkable and 
yet unremarked re-interpretations ot 
Hinduism that Gandhi effected was that 
of the Gita, a text intended to persuade 
a reluvi.inl wamor on the legitimacy and 
even the necessity of joining the battle. 
Gandhi reworks its ‘ntshkamakaima’ to 
become the basis of his ahimsa and 
.satyagraha' 
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Wc havr only to cuntra.st Gandhi’s 
Hinduism with V D Savurkai’s hindutva 
to see how starkly umtrapunctal they are' 
Hence, in spite ot its pretensions to he 
nationalist and modern, its militant 
chauvini.sm and auihunlanan lunda- 
menialism make hindulva the very 
antithesis ol Gandhi' sHinduism Hindutva 
IS in fact but a contemporary synthc.sis ol 
hrahmanisni* This is why in the end the 
Mahatma is vehemently opposed hy the 
traditional Hinduclite who felt thiealciied 
by the challenge he po.sed 
But precisely hecausi' he presents himscll 
as a Hindu in his iiuei pretation ol Indian 
culture, he was seen as umi inclusive by 
traditional Hindus, and at the same lime 
as not ecumenical enough by contemporary 
non-Hindus HencehtsappcalsIorHindu 
Mu.slimunity wen; ie)Cs ted. by the Muslims 
as being iim Hindu, and questioned by the 
Hindus lot not being Hindu enough 
Gandhi's failuic to hndge the religious 
divide between Hindu and Muslim, was 
matched in many wavs by his lailurc to 
bndge the caste dividt' between dalils and 
others He never quite understood Jinnali, 
or his appeal to Muslim nationalism One 
onild say the same in legard to Amhedkai 
and dalils, who have never torgoitcn or 
forgiven Gandhi foi the imposition ot the 
Pune Pact. We can only wondei now 
whether separate electorates lor dalits 
then would have made icscivaiinns lor 
them unnecessary nov What we do know 
IS that the caste divide has only deepened 
with increasing conllict and indued the 
same can be said about the leligiousdivide 
and religious conllict in this country 
Yet for Gandhi the unity of humankind 
waspremi.sedon the oneness of the cosmos, 
which was a philosophical principle that 
was untologically prior to diversity Once 
the legitimacy of religious diversity is 
rooted in the tundamental Jama pnncipic 
of ‘anekantavada’, the many sidedness of 
truth, then religious tolerance is a necessary 
consequence - not a negative tolerance ot 
distance and coexistence, but ralhct one 
of communication and enrichment 
(Heredia 19971 

In cultuial matters. Gandhi wanted all 
cultures to be cnnclicd by each other 
without losing their identity. But .such 
cultuial assimilation was opposed by 
political revivalists and religious 
nationalists Yet lor Gandhi open and 
understanding dialogue must precede, not 
tollow, a free and adaptive a.sSimilation 
Thus, an enriched diversity would then 
contribute to a more in\ igourated plurali.sm 
and an enhanced unity This was precesciy 
Gandhi's uiidcrst-inding of Indian culture 
and civilisation, and he had, indeed. 


isoo 


gra.spi'd its fundamental strength and the 
secret of Its survival. 

IV 

Oar Wotid Today 

We must now situate ourselves with 
regal d to the critical is.sues of our world 
today to enter into dialogue with him Here 
wc have c‘ho.scn three such is.sues as being 
the most fruitlul for this encounter the 
collapse ol socialism and the crisis ol 
capitalism, gohalisation in an inter¬ 
dependent world, and the unresolved 
violence ui our atomic age. 

l'o\t-i>i)citilism: In our pre.scnt world, 
the socialist ideal is being discredited as 
a giKl that failed, when it is rather the once 
socMlist stales that have collapsed 
Moteovei. today the crisis of capitalcsm 
IS everyday more apparent, with the 
collapse ot (he much acclaimed Asian 
tigers as the new imxtel lorthc cornucopia 
ol development and progress, and the 
glowing unemployment in the west cannot 
hut pti'sage iurthci cri.ses there as well 
With lihenilisalion and privatisation as 
uciepled policy in our country today, the 
Bh.iiai veises India divide, that Gandhi 
had iiiiiiiled long ago, is, it anything, rapidly 
and disastrously gmwing. Only now ihc 
elite ol Bhaiat seems to have been co¬ 
opted by the pnvileged ot India, even as 
the I elugees ol India have been forced into 
an iiihanised Bharat 

Much has been made about the dis¬ 
agreements between Gandhi and Nehru 
But III the exchange of letters in I94S 
[Patel I9‘)7 149-561, it is quite clear that 
the axis ol their reconciliation wa.s pre¬ 
cisely around this quest for equality llieir 
paths m.ay have been different but Nehru’s 
socialism and Gandhi's swaraj were 
both urienicd to tins quest for equity and 
equality across all the divides, ot casie. 
class, region, cic. 

Gandhi was quite radical in urging 
equality, even more so than the com¬ 
munists He would have equal wages and 
hiead hibour toi all. In his 'Con.structivc 
Programme' (f'W. 75:146-66) Gandhi's 
concept ol equality is not grounded in 
impersonal and competitive individualism, 
as It seems to be in the west, but in co¬ 
operative indconipassionaienon-vioience, 
on 'Iraternity' not ju.st 'liberty'. In the 
beginning, he saw no contradiction beiwc'en 
such Iratcrnal equality and the idealised 
hierarchy ot vama But in hts later years 
he reversed him.sclf to urge that “classlc.ss 
society is ihe ideal, not merely to be at 
aimed at but to be worked for" {Hari/an. 
Fehruaiy 17. 1946, p 9). By now he was 
promoting intcr-caste marriages and 
hoping “there would be only one ca.sie 


known by the beautiful name Bhangi. that 
IS to .say the reformer or remover of all 
dm” (Hanian. July 7. 1946, p 212). 

But if Gandhi's quest for equality is 
something that our complex world cannot 
accommodate, we seem to have given up 
not just this ideal of equality, but even the 
quest lor equity in the distribution of the 
rewards and burdens of our society And 
yet today Gandhi’s proletarian ‘levelling 
down' certainly seems lo he much more 
viable dial Tagore's clitisl 'levelling up' 
In such a.sccnat lo the relevance of Gandhi’s 
idea ot .sarvodaya as the goal of swaraj is 
something we need to re-cxaminc 
Certainly, a deccnlralised participative 
democratic and humane society, is a muie 
aitiactive, and one may dare say. a more 
vialahle ideal today, than the kind of 
c onsumensmand incquitousdi visionsthat 
the new economic policy in our country 
seems lo welcome 

Indeed, the principle ot subsidiarity 
seems lo be the onlv viable solution-to 
national governments that are too laigc io 
address local problems, while being tim 
sm.ill lo cope with global ones fcHlay the 
73rd and 74th amendment to the 
Constitution once again at In in panchayaii 
ia| and tribal sell-rule We are coming 
hac k to a devolution ol powers that Gandhi 
had urged in hi.s ideal ol swarai and had 
tried to have written in toourConsiitution 
Hopctully this will be a presage ot more 
to conic 

Glohah.\ntum Globalisation and the 
alienating homogeneity that it must 
inevitably promote, is the very opposite 
nl the localism and (he celebraticui ol 
di versity that Gandhi' s swadeshi was meant 
tocncouragr However. Gandhi’s pnnciple 
ol swadeshi, "simply means that the most 
eficcliVC organi.sation ot social, ecunumte 
and political lunctions musi loilow ihe 
natural contours ol the neighbourhoixl," 
thus at firming "the primacy ot the 
immediate community" fRo> I9X5'114) 
Gandhi*.s “goodness po)itic.s" as it has 
been called jSaran 1980*6911, could only 
teally operate on such a .scale. For “Gandhi 
dcccntialisation means the creation of 
parallel politics in which the people's 
power IS institutionalised to counter the 
ceniralising and alienating force.s of the 
modern state.. Thus the Candhian 
decentralised polity has a built-in process 
ul the withering away of the state” [Sethi 
1986-229J. 

But before this is di.smis.sed as too naive 
or impractical lor our .sophisticated and 
complicated world, we might pau.se to 
think ol the kind of politics our centralised 
states have in fact spawned. The very 
hegemonic homogeneity it promotes 
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succeeds less at obliterating difference 
than at alienating minorities and enkindling 
their resentment. On the contrary, to take 
a lesson from ecology, micro-variahilily 
IS needed for macro-Mability in political 
and economic systems as well. 

Gandhi's swadeshi could never mean 
ethnocentnsm. Unlike some Hindu and 
Muslim 'nittionalisis' Gandhi never used 
'nationalism' for narrow secianan pur¬ 
poses Hemobilisedhispeoplcas'Indians' 
not as Hindus or Mush ms. His nationalism 
was anti-impenalistic not chauvinistic, a 
struggle tor political lusticc and cultural 
dignity (Nandy i9')4't] He was a patriot 
who wanted "Indian nationalism to be 
non-violent, anti-militanslic and therefore 
a variant of universalism" [Nandy 
1995'14] He was only too aware ol the 
number ot 'nationaliiies' that could be 
mohliscd in India. ont.e the genie was out 
ol the bottle’ 

An ecological understanding is now 
propellingus to a new .ind deep realisation 
ol our interdependence. We have only one 
earth, we must learn ti' share and care. We 
an* hut a contingent part ol the cosmos, 
debtors born, whose piopci response to 
lite must be the 'yagna'. scrvice-otfenng 
ol our lives for oiher.s [Parekh 1995 88] 
Thus, with regard to the economy and 
polity, Gandhi would have the village as 
his world, bui with regard to culture and 
icligion. It was the world that was his 
village' Surely, here we have a viable 
example of thinking globally and acting 
locally Indeed, our global ecological crisis 
has begun to pre.ss onus anew the relevance 
ot Gandhi's paradoxical ideas For the 
institutional individualism that seemed 
to he the very foundation of the democratic 
quest in the west .ss'cms quite inade¬ 
quate to the ecological crises of today. For 
It privileges individual nghts over the 
common gixid. But even enlightened self- 
interest has no answer to the ‘tragedy 
of the commons' accept an external 
coercion. 

However, lor Gandhi, “individuality" 
must be “oriented to sclt-rcaltsaiion 
through self-knowledge., in a network ot 
interdependence and harmony informed 
by ahimsa" [Roy 1986a:84]. Nor was this 
to be an interdependence of dominant- 
subservient relationships .so prevalent in 
our local communities and global societies. 
His swadeshi envisaged a more per- 
.sonalised and communitarian society on 
a human scale, y^ extending to include 
both the biotic and even the cosmic 
community. This wasthelogicalextcn.sion 
ol the Jaina doctrine of 'syadvada', that 
everything is related to everything in the 
universe in ‘a great chain of being'. 


However, the Gandhian ideal was a 
community modelled on the joint family 
and on vama as a non-competitive division 
of labour. Laier in his life his own 
promotionof inirr-caste marriagestestifics 
to a change in his views. Ybt even as we 
critique such Gandhian ideas, we must 
discover in dialogue what value and 
relevance they have for us today. For 
ultimately Gandhi insists on both: that the 
community is not a mere means fur the 
seif-intcrcsi of (he individual and that the 
individual in not a mere resource for the 
concemsof the community. And this would 
go lor the community ol communities, 
that our global community must be. 

Violence llicic can he no negating the 
liberation that modernity has brought in 
our post - modem world to vast masses of 
people But tor all its much vaulted 
'rationality' some would rather say because 
of It, modernity has failed to cope with 
this endemic inaiionality of violence. It 
Gandhi’s ahimsa seems impractical, what 
are the alternative we have trapped our¬ 
selves in’’ If Gandhi was right that “ to 
ami I ndia on a targe scale is to Europeanise 
It," (HS. Ch 151 then what would nuclear 
arms do? Amencani.se us? And this is an 
initiative being pushed by our cultural 
nationalists' But then in a globalised world 
It IS .surely only the elite that will get to 
stmt and fret upon this global stage, while 
the masses ot our people are a passive and 
manipulated audience to this theatre of the 
macabre 

The whole cl Ion of the modern world 
in dealing with violence has been to control 
the other But mustcry over others has not 
meant less violence tor ourseIve.s. Only 
now we become the perpetrators, not the 
suflcrers of violence. Gandhi’s attempt 
begins with coiitrolling oneself - as the 
first source ol violence one must ma.slcr 
in order to lcarles.sly and non-violently 
win over the violent others. His conc'ern 
was wiih "socialising the individual 
conscience rather than internalising the 
social con.scicnce” [Iyer 1973'123] Cer¬ 
tainly Gandhi has much relevance to our 
pre-sent need to once again bridge this 
dichotomy between rights and dutie.s. and 
integrate both in a more comprehensive 
freedom of choice and the obligation of 
conscience, in a humanist worldview and 
a more genuinely humane world- 
community. Hus IS our tmly real chance 
for peace in our now globally inter¬ 
dependent world 

Gandhi's synthesis: Gandhi's Hind 
Swaraj is not a icjcction of the liberativc 
contribution of modernity; civil liberties, 
religious tolerance, equality, poverty 
alleviation Rather his effort can be 


interpreted as an attempt to integrate these 
positive elements with a liberating re¬ 
interpretation of tradition, even as some 
see him as radical and oiheis as reactionary. 
With his entique from within the tradition, 
Gandhi becomes the great synthesiser of 
contraries it not of contradictions, within 
and across traditions 

His 'puma (comprehensive) .swaraj’ 
would harmoni.se rights and duties, head 
and heart, individual and community, faith 
and rca.son, economic development and 
spintual progress, religious commitment 
and religious pluralism, self-rcalis^ion 
and political action. He brings together 
philo.sophical discourse and popular 
culture in enlightened renewal and .social 
reform Not since the lime of the Buddha, 
.some have argued, has such a synergy 
between the philosophic and the popular 
in our traditions been experienced, llius. 
Gandhi integrates the Upanishad and the 
Tulsi Ramayan in his religious .synthesis 
When It comes to bndges across traditions. 
Gandhi brings the Gita together with the 
'Sermon on the Mount' and reads one into 
the other In fact, if he has Christianised 
Hinduism he has certainly also presented 
us with a Hinduxsed Chnstian spirituality 

Precisely as a re-interpretation from 
within, Gandhi can so much to more 
efiecti vely and authentically integrate into 
his synthc.si.s elements from witliout Thus 
he reconciles meaningful faith and 
rea.sonahle modernity. In the best traditions 
of this land he combined both faith and 
reason, lor each is implicated in cachothcr 
Gandhi would constantly entique faith to 
ascertain whether it was meaningful and 
reasonable in terms of basic human value 
commitments. And so too he would 
demand of reason the same fidelity to 
these values as well. 

However, the ascetic dimension of 
Gandhi's integration at times loses the 
aesthetic one. A cnticism of Gandhi’s 
ashrams was thai it grew only vegetables 
not flowers [Parekh 1995.209] Growing 
vegetables represented more than the 
Gandhian pre-occupation with vege¬ 
tarianism and bread-labour But in nghtly 
emphasising the need lor renunciation, 
certainly a mc.ssage that our con.sumenst 
and .self-indulgent world needs more than 
ever today, the Gandhian ashram .seemed 
to miss nut on the need for celebration, 
which out tired and alienated, dis-.spinted 
and pessimistic world needs almn.st as 
much. 

A rc-interpretation of Gandhi would 
precisely allow such a celebration. While 
Gandhi’s understanding of ‘moksha’ as 
service is a seminal breakthrough, even 
this can be ennehed by affirming, not 
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negating the other dimensions of life. It 
IS only thus that we will be able to bring 
some wholciH'ss to. in Ins Murdoch’s 
unforgettable phia-se, the “broken totality." 
ot out inottem world 

VI 

Conclusion: Partners in Dialogue 

Gandhi's life was a cimtinuing senes of 
contruversiesand contestations with those 
in power on behalf ol the powerless He 
never lacked opponents among the Bntish 
and even the Indian elites, and olten found 
himself isolated and alone particularly at 
the end ot his life, which was iai troin 
being one long tiiumphant procession 
Yet one of the great contnbutionsot Gandhi 
was precisely his centnngot the penphery 
in politics with ‘anihyodaya*; in religion 
by dc-hrahamising Hinduism, de-in.sti- 
tutionalising practice and personalising 
hcliet, in education hy his proposal tor 
‘nai talim’ or basic education as it came 
to he called, in the economy hy 
symbolically urging khadhi Nut all ol 
these citorts were su< ccsstui or perhaps 
even practical, hut they did make a 
contribution which is still valid Uxlay 
And all Gandhi's original ideas can he 
found seeded already in his Hmd Swurii} 

Today we need a new developmental 
model, and increasingly people are 
beginning to sec that it has to begin by 
“Putting the Last First IChambers 19X31. 
to come back to the last Indian that Gandhi 
would have as the talisman of our siK'ial 
planning No one can s laim that Gandhi's 
reformist appeal has tuliillcd the 
‘revolution of raising expectations’ ot our 
masses This only underscores the need 
fora more fine-tuned <inalysi.s and a widei 
dialogue in our society for constructive 
change given the hmiis of reformism and 
the constraints on revolution. FI wc are 
looking for a new synthesis tor a counter¬ 
culture, we must take Gandhi asadialoguc 
partner in this project hut first we must 
redefine and re-intcrprct him Such an 
encounter will help us to re-examine and 
reconstruct ourselves as well 

Gandhi has been severely criticised as 
impractical, as someone who ttxik out an 
impossible ovcrdrait on human moral 
resources. But this is to claim that human 
beings are not capable of a metanoia. a 
radical change ot heart, that can open up 
new perspectives, not iu.st tor individual.-! 
and groups, but tor entire societies and 
whole cultures as well Wo need organic 
intellectuals and transformative activists 
who can articulate and precipitate such a 
social movement. The cascading crises 
that oui socic'.y and our world is ex¬ 
periencing. only underlines more em¬ 


phatically the need to find new ways ol 
redefining ourselves and understanding 
our pn)hlem.s, before wc can begin to 
respond to the .situation. 

(This paper is based nn a piesenlaiion made ai 
depanment of Philosophy, Pane Univcistly for 
a seminar cm ‘Rethinfciiig Swaraj'. June 25- 
27.I99K My thanks to Mahesh Gavaskai and 
uihris lor their commenis on an eortiei dratt | 
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SOME CHALLENGING BOOKS 
by Paraimsh Choudhury 

1 Kashmir to Palastfns - Rs. 480.00, P. 380 

Jesus escaped from the Cross to India. Later, he died in India, his ancestral 
land, where he spent 14 to 30 years of his life, to get lessons on Indian philosophy 
and religions. 

2 The Aryan Hoax - Rs. 490.00, P. 450 
Know the Truth, speak the Truth! 

UNESCO, says. 'To speak of an Aryan 'race' or 'people' is a mere myth’ 
Vivekananda ramarked, ‘All these monstrous lies are taught to our boys'' 
Vol V, P 537 

3 The India Wa Hava Lost - Rs. 280.00, P. 248 

This IS an anthology of essays taken from the Asiatic Researches (1775 to 
1804) Discover the India which the BnUsh convinced us, did not exist. That 
India colonisad and civilised Greece. Egypt and Mesopotamia, that india was 
the paradise of the Bible 

4. N. E. India - The Cradle of the Chinese Nation - Ra. 590.00, P. 625 

Sir William Jones wrote that the Chinese are of Indian origin (Asiatic 
Researches, Vol. If). The author earned on extensive research to trace 
out the full history of India's great achievement. 

(Mahabodhy Book Agency - 4A. Bankim Chatter)ee SL. Cal-700 073) 
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Scratches on the Sands of Time 

Prospective Economic Studies of Indian Ullages 

Thomas Tiinberg 

Economic Development in Palanpur over Five Decades edited by Nicholas Stem 
and Peter Lanjouw; Clarendon Press, Oxford, 1998. 

Village Voices: Forty Years of Rural Transformation in South India by 
T Scarlett Epstein, A P Suryanarayana and T Thimmcgnwda; Altamira Press, 
Walnut Creek, CA. 1998. 


ENTERPRISE surveys of farm and non- 
tarm cnterpri.scs are a standard element in 
economic .stati.st ics gathering By following 
how the data they report changesovcrtime 
we mea.surc social change But everyone 
IS trustraied both by the sense that the 
figures they pixxluce may not be accur itely 
rotuincd. and the tact that survey results 
give little feel for the dynamics out of 
which (hey emerge Consequently surveys 
are often supplemented by detail^ studies 
ot specific villages which can he located 
in then context In a study of some Nepali 
siatistics more than a decade ago, anthro¬ 
pologists did detailed studies of villages 
which had been covered by standard 
statislkal survey.s,aodidciitiiicdpreci.scly 
how misapprehension ot language and 
social context had caused inaccurate 
tospuascs ' Seveialyearsago,IMDLittle 
piopo.sed that ‘boreholes’ be drawn to 
give a cross-check on survey and census 
data and launched a World Bank supported 
siudy of small enterprise with precisely 
that in mind ^ In the vanous censuses of 
India since 19SI, an unfortunately de¬ 
clining number ot village studies has been 
done to complement the census results. 
Similarly, working with a succession of 
sponsors. S P F Seniratne developed a 
network of 10 villages which were 
systematically studied and then revisited 
periodically to give responses on various 
national level issues raised by Sn Lankan 
authorities.^ I do not have the reference 
at hand but there was some sort of effort 
centred at the Institute of Development 
■Studies to accumulate a database of village 
and community studies, which I hope has 
been continued 

However, ‘boreholes’ are typically 
single snapshots in time. Villages are 
located in time and space, and the story 
they tell is incomplete without these 
dimensions. What is especiidly valuable 
•ihuut survey data is the trends they reveal 
~ the succession of snapshots that enable 
ub to make a moving picture of society. 


Moving picturrc of individual communities 
are considerably larer than snapshots, 
especially ones directed toquestionsahout 
economic dynamics - even though much 
of economic aigument is precisely about 
such dynamics 

Medical anthropologists, in particular, 
have been able to resurvey certain villages 
over the years to observe the long-term 
effects ot (rends on physical health.^ 
They frequcnlly call the areas studied 
‘Population Laboratories* or ‘Population 
Observatories' A recenlsurvey callsthese 
long-term studies, 'prospective studies’. 
One of the things that emerges from a 
recent review of many such studies is how 
frequently what seems to be revealed at 
the end of a first .study, turns out not to 
be the case in a second study. More 
importantly the investigators often learn 
overtime how they were deceived in their 
first several ycais oi work in a given 
community 

On a more naive level, most ot us try 
to u ndenstand sck lal change in the societies 
wc follow by revisiting specific sites and 
environments Many of tho.se who have 
tried to follow Indian development find 
themselves, oltcn naturally because of 
keeping in touch with friends, visiting and 
revisiting certain villages or neighbour- 
hoodsat periodic inicrvals. The experience 
base is often extended by paying attention 
to histone records Occasionally this is a 
systematic ctkm but more typically an 
unsystematic one' 

Fortunately, we have two recent books 
which represent systematic attempts to do 
such visiting, spread over SO years in each 
CBse.^ Both of them represent collective 
efforts though ot very different kinds. 
Eprtein's book is done by her, her first 
research assistani (now a senior retired 
scholar), and a person who was a youitg 
villager in her firsi study but now a leading 
civil servant and lural development acti¬ 
vist in his home state. Though many hands 
are represented in the Stem’s volume. 


including the anginal ones, the bulk of the 
study represents new work done in the 
1980s. Several of the contnhutions in 
Stem's book are from younger scholars 
who used data from these villages fui their 
doctoral theses or otherwise - the results 
are included as chaptcis Peter Lanjouw 
is the prime example, but the other 
example include also Naresh Sharma on 
tenancy, Jocelyn Lynch on nutntion, and 
Anindita Mukheijcc on labour. Tenancy 
is, incidentally ‘little changed' though 
fixed rents account lor 25 per cent of 
the total in 1993 versus 14 per cent in 
1983-84. However, “the enhanced Imore 
equal] status between landlords and tenants 
as agnculturc becomes more capital 
intensive reflects to a large extent, the 
exclusion of the landless from tenancy 
contracts. ’’ The chapter on credit by Jean 
Dreze, Peter Lanjouw and Naresh Shatma 
contai ns a systematic consideration ot rural 
credit in India and is based in' particular 
on the finding that in this village “the 
credit market does not work very well’’ 
The village credit market is highly 
segmented and leads to numerous market 
tailurcs throughout the village economy. 
Butthcauthorsthink that if'puhlic lending 
institutions were honestly and ctfcclively 
managed, wc doubt they would have much 
difficulty in recovering a large proportion 
of their dues even without inttoducing 
major changes such as a shift to group 
lending". One regrets that the credit 
commentators did not addrc.ss the con¬ 
siderable literature on systemic short¬ 
comings in such public institutions - pro 
and con - which is often referred to as the 
Ohio State School debate. Some of this 
I suspect reflects a .segmentation in the 
maikets for the economics of raral areas. 

The separate contributions in both cases 
are lidieiled and in each case rcpre^nl 
both different viewpoints and different 
perceptions. The most dramatic contrast 
is between the relatively dispassionate 
mtside observer Epstein, and the veiy 
involved, one might even say advex-atory 
standpoint of the civil servant, Thim- 
megowda. Both books attempt to place 
their village in the general context of 
regional developments and (he Stem’.s 
book even commissioned a study of other 
village studies.^ 

The Epstein’s and Stem's hooks aa* 
voy different. If the unifying drama of the 
Epstein’s book is the con(ra.st between her 
two village.s, the Stem’s book more lightly 
contrasts the agricultural progress in 
western Uttar Pradesh in which they place 
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Rohilkhiind and the social backwardness 
of Uttar Pradesh asa whole. The Epstein’s 
book is essentially the tale of the differing 
fates of two villages - one of which had 
adequate irrigation and has developed as 
a prosperous agricultural centre with a 
strong community life and luge-scale 
development of what is now called ‘social 
capital’ (schools, social institutions, etc) 
-the other lacked irrigation and Its residents 
had to seek their fortunes outside which 
has resulted in its decline as a community 
and the accumulation of relatively little 
‘social capital’. Some of the difference is 
clearly due to physical factors - the pre¬ 
sence orabsence of irrigation, the proximity 
to a larger town - bul some of it is due 
to the entrepreneurial role played by local 
leadership, not the least Thimmegowda 
himself 

Despite sparks hea* and there and some 
imgation-based agricultural progress. 
Stem’s village’s ‘social capital’ has 
decayed. It no longei has a functional 
school; whatever .social pruiecls have been 
started have disappeared * This lack of 
’social capital’ is partially attributed to the 
limited amountof‘collective action’. "The 
absence of any credible system of local 
governance [outside the World Bank it is 
usually called government], the persi.stencc 
of near universal illiteracy among dis¬ 
advantaged castes, the icsi lienee of extreme 
form.s of gender inequality, the retarded 
pace of the demographic transition, and 
the lethargic stateof collective institutions 
are some symptoms of this. 

’The questions that village studies raise, 
presuming that they are accurate snapshots,' 
are those of incidence and context, that 
IS how typical are these studies ol the area 
from winch they are drawn and how do 
the phenomena observed fit into a broader 
historical and political context. Both 
volumes have made some attempts as I 
indicated to address lhe.se points. Even 
though village history often merges with 
village myth. Indian villages have easily 
accessible written histones in government 
land revenue and police records. In one 
of Epstein’s villages we have a tantalising 
reference to some conllicts going back to 
1927 Forherothervillage,'Thimmegowda 
provides a useful hi.storical setting on 
page 37-38, perhaps illustrating the 
importance of inside perspective. In 
fact, his contribution in itsentirety is prob¬ 
ably the literary highpoint of the two 
volumes considered History is parti¬ 
cularly important because groups and 
factions settled in the village at parucular 
points in time 'The fashion of their 
settlement often nflucnces their place in 
the village.'** 


More importantly, social and religious 
movements and political campaigns 
attempt to act on villages. A little more 
perspective is provided by Epstein’s book 
because some of her collatorators were 
involved in these, paiticularly in state 
politics. Perhaps no such influences were 
present in Stem’s village or the sponsorship 
ol much of the work by the World Bank 
constrained the contnbutors from paying 
attention to politics, but I imagine a 
difierent picture of the village might have 
emerged fromdiscussions with the regional 
elites who relate to it. The RSS cadres 
must have some interest in the village; 
regional Muslim groups must interact with 
Its Muslims. 

One regrets that neither of the books 
refers to Hashim Anur All’s study of two 
West Bengal villages in the 1930s and 
I9S0s which I think of as the prototype 
ol the study of a village over time - which 
manages to combine the.se mi.ssing 
elements, .sometimes at the expense ot the 
empincal findings, but in any case an 
interesting contrast" irememberthat there 
was some intention to resurvey these West 
Bengal villages - and perhaps it has been 
done by someone Some improvement in 
living levels among the poor was reported, 
but rather modest ones considering that 
some considerable efforts had been made 
to assist the villages over the intenm. It 
should be added that Hashim Amir Ali 
considered the studies to document the 
failure of government rural development 
elloits WhileneitherEpstein’snorStcrn’s 
book IS so pe.ssimisttc. they should make 
people conscious of how much futile 
activity hasiKcurredinthelndiancountry- 
side over the last half century. 

What happens in India’s village is 
progressively less significant as the country 
urbanises and the economy globalise.s, but 
villages as self-contained units still form 
reality for most Indians. What emerges 
from these and other village studies is the 
individuation ol villages. This is not so 
marked in agncultural technology which 
.seems eventually to spread to all areas for 
which It IS suited. But it is marked in 
‘social capital’ and the resulting levels of 
human welfare e.spccially for the ma.ss of 
the village population who lack the means 
to buy then way out of the village. It is 
constrained by natural ecology (such as 
the lackorprcscnceofirrigation potential), 
by accident (has an industrial plant sprung 
up nearby), and outside and inside 
entrepreneurship (which also rises and 
declines over time). The importance of the 
latter factors is certainly one ot the points 
that emerges from these two studies. 
Anyone familiar with swathes of the Indian 


countryside knows of progressive villages 
typically with strong leadership, indi¬ 
genous or outside and weak ones without. 
The leadership does emerge from nature 
and history-but it rises mid decays as well 
showing its dependence on particular 
people. Sometimes it can be institution¬ 
alist, even when it is not it may leave 
lasting legacies or residues. 
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Modern Discourse of Human Rights 

Nivedita Menon 

Changing Concepts of Ri^ts and Justice in South Asia edited by Michael 
Anderson and Sumit Guha: Oxford University Press. Delhi, 1998; pp 288, Rs 495 
(hardcover). 


THIS collection of 10 essays emerged out 
of a conference which brought together 
scholars working in taw, history, eco¬ 
nomics, sociology and anthropology to 
examine the origins and character of 
present-day legal debates. The aim ac- 
cordingtothceditors. was to examine how 
notions of rights and justice have developed 
in official legal systems, and to identify 
how these concepts have been questioned, 
appropriated and challenged by groups in 
civil society. Like any other term.s, the 
editors point out. ‘rights’ and ‘justice’ are 
products of social relations, and cannot 
provide a transcendental point for com¬ 
parison, but there are very similar terms 
in .south Asian languages - ‘insar. ‘haq’, 
‘nyaya' and ‘adhikara' among them - to 
allow for meaningful companson Five of 
the essays are historical, examining the 
ways in which the public sphere was .shaped 
by and .shaped in its turn, policies of the 
pie-colonial and colonial .state in 18th, 
1 Oih and early 20th century India Four are 
on contemporary India - two on gender 
justice and two on the ci vil rights movement 
- and one is on contemporary Sri Lanka, 
exploring the ethical dilemmas posed for 
young students by the cscalpting Sinhala- 
Tamil ethnic conflict 
The hcstoncal essays are the real heart 
of his volume - complex, multi-laycrcd 
and .sophisticated, they embark on nuanced 
explorations of emerging identities in legal 
and social discourse in prc-colonial and 
colonial India. Sumit Guha teases out 
conceptions of justice in 17th and 18th 
century Maharashtra through an examin¬ 
ation of cases where rights were invoked 
or affirmed, and argues that customary law 
was not shaped by ‘traditional’ codes of 
religion or culture so much as by the opera¬ 
tion of social and political power. There 
was a considerable range of authorities 
offering different types of justice, and a 
multiplioity of scriptural and castomary 
sources of right, which might be invoked 
or set aside as the case may be. Rights were 
by no means universal or equal, and dif¬ 
ferent social categories had differing rights, 
denving from customs, “which aligned 
themselves silently along past lines of 
force’’, although they werecontinuaily sub¬ 
ject to contest and redcTmition. However, 
when Guha argues that customary law was 
notshapedby ‘traditionar codes of religion 


or culture so much as by the operation of 
social and political power, the distinction 
he produces between tradition and power 
IS problematic Surely ‘tradition’ and 
‘social and political power‘ are intimately 
interconnected - indeed one could say that 
tradition is produced by the operation of 
power relations Or if his intention is to 
contest the undcM standing that tradition is 
primordial and unchanging, then the 
aigumcnt ought to be precisely that - not 
a sharp counterposition of ‘tradition’ to 
‘social and political power’, a rather 
unhelpful dichotomy. 

Radhika .Stngha’s study of Benaras 
/.amindan during 1781-95, traces the 
development of a sphere of civil authority 
through act iminnl jurisprudence by which 
the colonial slate claimed exclusive 
prerogatives ol judicial and punitive 
authority The state’s el forts tocoasolidatc 
a body oi Hindu and Islamic law to 
vindicate its claim to be ruling on the basis 
of the laws and customs of the people in 
tact resulted in a body of jurisprudence 
which modiiicd ‘scriptures* in keeping 
withoflicial objectives wherevernccessary 
- “The Anglo-Muhammcdan law of 
criminal justice therefore had to take .shape 
through the device of presenting certain 
hypothetical situations to the law officers 
to get a fatwa more in line with official 
objectives”. Similarly, although colonial 
procedures of policing and prosecution 
were mediated by indigenous notions of 
rank and n:.speLtahility, this was less due 
to a sensitivity to religious belief than to 
ensure that the standardised procedures of 
Indian courts would not be seen as 
threatening to Indian elites Thus, all 
persons of ‘high caste and rank’ were 
exempted from taking a religious oath in 
court and could use an affirmation instead. 
Singha sees this concession as “ironically 
introducing a certain ambivalence into the 
pnnciple of equality before the law”. 

Upon her u.sc of the word ‘ironically’ 
here hangs a debate within contemporary 
Indian histonocraphy which is pu/rlmg 
for non-historians T would like to take this 
opportunity to try and unpack this a little. 
Singha is at pic ns to refute an argument, 
attributed pnmanly to Ranajit Guha, that 
colonial rule wa'> ‘anabsoluteextemality’. 
She holds that “new conceptions of 
sovoeign right had to find expression 


through existing agencies of order and 
information”, or as the editors put it in the 
’introduction’, “Denying... that thecolonial 
judiciary began with a tabula rasa, she 
(Singha) shows nonetheless how both 
resistance from and co-option by indi¬ 
genous ruling elites shaped the edifice of 
Anglo-Indian justice ” Thus both the 
editors and Singha set up the ermtours of 
an argument that they arc concerned to 
refute - this argument is iqipan'miy that 
colonial power acted upon a tabula rasa 
and reshaped Indian society out ot thin air 
Now who exactly makes such an argument'* 
In Singha’s paper, Ranajit Guha is quoted 
as making the argument mentioned above, 
that colonial rule “had no mediating depth’. 
and provided no space for “transactions 
between the will of the rulers and the 
ruled” (in his paper in Subaltern Studies, 
volume VI, 1992). Tins pcrspcctive.argucs 
Singha, would not take us veiy far “in 
examining the realignments oi agency-, 
and the reorientation of cognitive structures 
involved in the construction ol colonial 
law” But she concedes that rule oi law 
under a colonial despotism was nven with 
contradictions, and that it provided the 
legitimacy for British rule - a despousm 
based on law was said to be better than 
the arbitrary onental variety She also 
concedes that the colonial magistrates and 
judges while displaying a .sympathy for 
patnarchal authonty and values ot mas¬ 
culine honour brought these norms (as 
they did other indigenous norms) into line 
with the legal claims to .superiority ol the 
state. That they engaged with indigenous 
norms at alKresultiiiginlhc ‘realignments 
ol agency' she refers to above), in her own 
argument is understood to be in order to 
ensure that the .standardised pnKedures oi 
British courts would not be threatening to 
Indian elites 

What then is ‘inmic’ about the ambi¬ 
valence in the rule of law as introduced 
by the Bntish'' It would seem this ref racted 
operation of rule of law was the only 
possible form a colony could have. And 
how IS this argument so different from 
Ranajit Guha's which, we discover on 
going back to the paper cited, refers to the 
“(ear which haunted .so many ot the more 
perceptive Bntish observers during the 
second quarter of the I9th century, (hat 
the regime’s {.solation from the people 
under its rule would gravely undermine its 
secunty” (p 243) and who therelore 
adopted the political strategy ot persuading 
the indigenous elite “to attach themselves 
to the colonial regime” (p 242). After such 
an argument therefore, when Ranajit Guha 
says that the colonial state was “structured 
like a despotism” (as opposed to a 
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bouiseoissute-theienndespotisin serves 
this specific puipose heie; see mi 373>74) 
wifii ‘Imi space provided for a transaction 
between the will of the rulers and the 
ruled”, what he means is simply that the 
kind of exchange between Indian elites 
and the state under these ciroumstances 
was necessitated by reasons of security of 
the latter, and was hardly an exchange 
between equals. There is no suggestion of 
a tabula rasa upon which the colonial 
state operated - who could possibly make 
such an argument’’ 

What is puzzling then, lor the non¬ 
historian. is what exactly this ‘debate’ is 
about, for it seems there isn't one. On the 
contrary, what emeige.s from Singha'sown 
painstaking, nch ai^ detailed research is 
that colonialism, fin from introducing no 
break at all in contemporary indigenous 
inodes of thinking, economy and social 
arrangements, rather made the move 
towards erasing the kind of ambiguity and 
multiplicity in existing forms of juri.s- 
pnidence - the situation so clearly evoked 
by Sumit Guha in the earlier paper. Of 
course, in this process it had to woik with 
existing notions of justice, honour and so 
on, but as she demonstnite.s. and .so do 
Sandna Freitag. G Arunima and Radha 
Kumar latci. the colonial intervention 
decisively transformed indigenous notions 
and brought them in line with the 
requiremcnis of modem legal discourse. 

Freitag. tiiioughastudyol the ‘sansiahs’, 
apenpatetic group cmninalised by British 
law, shows how the Bmish impcnal system, 
in establishing “a legal system which dealt 
simultaneously but differently with 
individuals and groups”, and by vntuc of 
the particular realms tlie state selected as 
those in which the relationship with the 
state would he based on group affiliation 
rather than individual .status, “profoundly 
shaped the kind of civil society and legal 
structures that could emerge in post- 
colonial India”. The gradual cnminalising 
of the sansiahs paralleled British 
redefinition of elite functions - ".. martial 
valour was replaced by an ability tooperate 
in law court and durixir. Hie roles denied 
10 landlords by extension robbed bandits 
as well of tl^r previous cultural legi¬ 
timacy ” At the same time, Freitag argues, 
as the relationship bet ween agrarian society 
and i^npatetic peoples became more 
antagonistic, the colonial state’s support 
for an agrarian elite was used to act as a 
balance against the challenge it faced from 
the urban elite. What we are seeing here 
is Ranajit Cuba’s ‘despotism’ at work, 
engaging with indigenous notions and 
transforming them radically by fiitii^ them 
into the requirements of modem legal 


discourse as depkqred by die colonial 
sMie for Its purposes. Freitag offers a 
fascinating account of the mechanism of 
this transformation (pp 100-01), where 
she demonstrates how administrative 
utentification of the group as criminal was 
effected 

In another closely argued and sharply 
lasightful paper, G Arunima explores the 
changes in the matrilincal community of 
the nayars in Malabar after it became a 
part of the Madras presidency in 1792. She 
argues that in the 19th century, “the emer¬ 
gence of the Anglo-Indian legal tradition 
provided the jurisprudential site for 
Clearing a concrete and identifiable 
matniineal system”, the impact of which 
was to tranform the structure of the 
matniineal household (‘taravad’) and place 
.succe.ssive limits on the legal rights of 
women The late 18th and 19th centuries, 
Arunima points out. witnessed the 
codification of customary practices all over 
the subcontinent, and in Malabar, as 
elsewhere, the logic of codification was 
such that It “designated textual knowledge 
and brahmanic opinion as the normative 
standaid for all ‘Hindu’ groups”. Central 
to this process was the issue of re¬ 
constituting women’s rights and power 
within the taravad and Arunima argues 
that "the framework within which rights 
were to be located within the 19th century 
was distinctly different from the fluid 
amorphous customary practices of an 
earlier penixl”. Ultimately, as .she estab¬ 
lishes with clarity and a great wealth of 
detail, despite the constant tussle between 
legal form of custom and the customary 
form of law, ‘matrilineal custom’ was an 
Anglo-Indian construct, leading to the 
triumph of “the neolocal conjugal unit.. 
with the idea of shared property between 
husband and wife providing the crucial 
component of a morally desirable union.” 

Of course, in this process as others 
explored in the earlier papers, the role of 
indigenous elites was crucial. The kinds 
oi arguments used by nayar men to justify 
the transformation of the taravad were 
drawn from liberal bourgeois notions of 
the individual (which were always 
implicitly gendered); of the private and the 
public, a spilt, Arunima points out. alien 
to Malabar, and Victorian moral as.sum- 
ptions of women’s sexuality (which 
rendered nayar polyandry an embarrass- 
HKnt to the modern nayarmind). The point 
is that the ‘despotic’ colonial state was 
also the bearer of modernity and modem 
values, a package not unambiguously 
emancipatory for colonised societies. 

Radha Kumar’s work on mill workers 
in early 20th century Bombay shows how 


the combination of ndgntian, skewed sex 
ratio and wage-work led to”gieater fluidity 
of familial and sexual relationships”. This 
could lead to greater freedom for women 
but could also simultaneously increase 
their vulneralniity. However, the response 
of the law to famimne ^ency was not 
always empowering, Kumar arpws. and 
tended towards denying volition and 
agency to women - “Ironically, then, laws 
which were designed to protect vroman. 
on age of consent, divorce and remarriage, 
could rule mit the choices allowed by the 
voided customary or traditional laws”. It 
IS interesting that despite such an un¬ 
ambiguous statement the impact of modem 
jurisprudence as it emerges in this paper 
is read by Anderson and Guha in their 
introduction as merely “another element 
of .strain and disorder” which “perhaps” 
contributed to the incidents of killing or 
mutilation of errant women. Kumar'sown 
es.say engages in a deeply complex manner 
with her matenal - ca.ses ot adultery 
kidnapping of working class women and 
their muiilation which came to the courts 
While demonstrating that .scriptural sanc¬ 
tion existed for mutilation as a punish¬ 
ment for transgressive women and that .t 
continued to legitimate such actions, she 
is nevertheless clear that “the extent to 
which colonial courts could impinge on 
community authority was considerable" 
and that the manner in which the British 
intervened to codify personal law was 
arbitraiy (pp 186-87) She raises also the 
question, left unanswered here, about 
whether the couils affected norms of rights 
and justice among Bombay workers and 
whether such norms were already in flux 
becauseofurbanindustrialcxistence.This 
sharply posed question leads us to the 
problem that social theorists of our post¬ 
colonial condition have to deal with a 
problem rendered unrecognisable by the 
terms in which the debate in Indian 
historiography is set out. On the one hand, 
we have a ‘despotic’ colonial state strate¬ 
gically making adjustments at various 
levels with different sections of the subject 
population, and on the other, there are the 
differing kinds ofinvestmentthese sections 
have in the modem norms and institutions 
brought in by colonialism. The fact that 
this encounter with modernity occurs 
through a political system which is at its 
core, violent, radically distinguishes ‘our’ 
modernity (to use Partha Chatteijee’s 
evocative phrase) from modernity as it 
emerged in Europe. What is puzzling for 
the student of politics is that scholars like 
Sumit Guha, RadhikaSingha and Sandria 
Freitag can produce subtle and layered 
accounts of thetransformotion of the public 
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spbeie by the colonial state without evoking 
any sense of the violence involved in this 
tiansfonnation. Such accounts are possible 
only if the colonial state is understood to 
be just another administrative system, and 
all the protestations that it did not act upon 
a tabula rasa (a straw man to knock down 
if ever there was one), seem to suggest 
precisely that. Frcitag's conclusion which 
characterises the fundamental trans¬ 
formations introduced by the British a.s 
simply an “alternative legal system” (p 108) 
effectively airbrushes out the force and 
coercion which characterised the imperial 
state. What is interesting is that these kind 
of sweeping statements fcKUsing on elite 
complicity are continually undercut by the 
evidence so sophisticsitedly presented by 
the writers themselves. 

While it is true as the editors say in their 
introduction that notions of justice and 
rights existed in Indian communities, the 
point IS that ‘nghts* in the .sense meant 
today did not exist in pre-colonial India. 
As all the live papers under discu.s.sion 
establish, rights in that .sense were produced 
by colonial transformation of judicial 
di.scour.se and administrative institutions 
Also evident from these papers is the fact 
that the emergence of the language of 
rights had devastating consequences for 
many subaltern sections (.sansiahs. nayar 
women and lemale mill workers in 
Bombay) who were diastically marginal¬ 
ised and disciplined by the operation ol 
modern codes of identity and governance. 
I believe of course, that the language of 
nghts also empowered many subaltern 
sections against indigenous elites, but I 
find it fascinating, given the position taken 
m the ‘introduction', that this volume has 
no histoiical essays exploring this aspect 
And why do fine histonans like Sumit 
Guha and Freitag. when they make forays 
into the contemporao' relevance of their 
arguments, lose the skill they .show in 
engaging with historical material? Guha 
lapses imo middle class dismay at the 
rights of 'privileged groups' like students 
and academics to “not, to pay without 
work, or to obstruct justice”. Freitag 
concludes with the uncomplicated 
assertion which she claims has relevance 
for "debates underway now” in India, that 
the very recognition by the state, of 
individuals as constituted by groups can 
create the potential for unjustly differing 
citizenship nghts - as if the history of 
western civilisation has not shown how 
easily the rights of the unmarked individual 
have lent themselves to discrimination on 
grounds of gender, class and race. 

Of the essays on contemporary India, 
Prilam Singh's paper on the sectarianism 


of human rights discourse in the context 
of the Punjab ensis and Nilanjan Outta’s 
review of the civil rights movement in 
India arc sharply political and well- 
informed Although they may not agree 
with the conclusion thalldraw, I feel their 
work reveals ik' insuibility of the language 
of ngh's - 'human' nghts arc not simply 
available ioi mobilisation by universally 
acknowledged ‘progressive’ sections 
alone 

Jani de Si 1 vu's paper ba.sed on interviews 
with Smhala si IukiI students in Sn Lanka 
is the only papci that is not about India, 
and explores the "intractable moral 
dilemmas” for ihe new generation there 
Asthceditoispointout, “perhaps the most 
disquieting timlmg” is about how quick 
the adaptation to everyday brutality can 
be This IS an interesting and olten 
insightful papci. and tries to address per¬ 
ceptions on the question of justice m a 
situation of generalised violence. 

R S Khaic's on 'untouchable' women 
IS based on "intensive ethnographic ficld- 
woik" on to uihan families m Lucknow 
Khare claims mat neither feminists nor 
politicians have allowed them to expicss 
themselves the way he has dune - since 
this IS by "loi muluting and summarising” 
(p 204) when they said to him in the coui sc 
ot his fieldwoik one may be foigiven the 
passing rellection that what we heat altei 
all IS Kharc’s direct voice rather than “the 
people's” as he i l.'iims. It might have k'cn 
more usctul to begin with the assumption 
that this IS unavoidable - and also more 
honest Tlie essay yields the unexcep¬ 
tionable truism that 'juntouchablc' women 
are oppressed both by theit ca.su: and then 
gender - tky aie beaten by their husbands 
and feel ignored by the uppci-castc 
women's mo\ ement. That is true ot course, 
but a quick read ol about a decade's woith 
of feminist scholarship which has worked 
nut dll icrent sli ands ol this argument amid 
have told him that * Maybe his paper could 
have gone somewhere then. 

Archana Piasher's paper on Christian 
personal law is well-meaning hut remar¬ 
kably innoicni of any understanding ol 
the political IS* ues involved in this con¬ 
tentious arena The first part traces the 
history of the constitution of Christian 
personal law following the establishment 
of direct Crown administration in India. 
Competently she demonstrates how 
Victorian values and the situation of 
mamed women in English law shaped the 
legislation determining the rights of Indian 
Chnstian women and the wives of Indian 
converts to Cluistianity. Thu.s she shows 
the fallacy ol the argument that personal 
laws arc ‘religious', and questions why 


they should still be relevant for Indian 
women more than a centuiy on. While this 
is an unoidilematic if not radically new 
argument, Pra.shei’s disquisitions on 
scculansni in India as opposed to The 
modern western state” are both unhelpful 
and cnniu.sed To k*gin wiih. a .statement 
like 'The division k'lwoen ss>ctilar and 
religious is c.sscntially a western division 
which was unknown in Indian ihought” 
(p 156) IS at one level common sense now. 
hut It IS also the subject of highly complex 
debates in scholarship in India fhe 
opposition she sets up there is unravelled 
in the .sentences immediaiely following - 
Prasher goes on to show that the seculai 
western state incorporated Chnstian values 
in the course of its ‘‘.seculai exercise of 
legislative power”. It would seem that the 
division bet wt*en religious and seculai docs 
not hold .so well in the west eiihei The 
implications ot this Piashei remains 
unaware ol 

Tins IS immediately cleai when she 
bemoans the fact that ‘ the Indian slate 
has lo operate m a society wheie ici ular- 
isationol stKicty has mn already happened. 
Thus the .state imposes values which are 
not those ol the majoiiiy of s(x;iety. while 
the Hnglisluor any other modern westcin 
state IS moie or less using values which 
are also those of its .society ' tp 157) The 
assumption seems to k* that the .state, 
whether colonial orotherwi.se. is an agent 
ol liistoiical pnigrcss. with no interests of 
Us own -in the west its piogrcssive. secular 
dcsirescould k‘ fulfilled, in India alas, the 
unenlightened paipic thwarted Us eflons 
towards bringing about equality As a 
lesull. "When the secular state ixislies to 
legislate it is conimnted with a plurality 
ol religious views” ip 1.57) The un¬ 
problematic use ot Iheieini ‘secular slate' 
IS somewhat mystifying. Prasher lakes for 
granted the “ethical and moral values” of 
ihis.seculai .state-hei only problem is that 
It is unable lo lind a souice of legitii.iation 
lor these values in India given that its 
people obstinately cling to a niultiplicuy 
ol religious views (unlike in the west where 
they arc* all conveniently Chnstian) The 
legitimacy ol the state to claim the moral 
high ground has been most thoroughly 
contested in the Ia.st 20 yeais, and a range 
of explanations offered fonts mahility to 
be ‘secular'm the sense m which Pusher 
would define it - from those which see 
'scculan.sm' as a term which stands in for 
the entire modernising piojcci of Ihe Indian 
elites, and therefore compromised at every 
level, to llmse which sec the state as an 
instrument ol the Hindu ruling classe.s, or 
conversely, ol the minoiitics, whom it 
‘pampers'.* But this isolated and noble 
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st'cular state which is hamstrung in its 
sincere efforts to ‘secularise' because the 
people arc backward I doubt that anyone 
here would recognise it. It is simply not 
sulficient to justify such a simplistic view 
of .state power by announcing in a few 
words that she is going to “rely on Alul 
Kohli's argument that it is more usclul to 
view the state as part ol siK'iety rathci than 
in opposition to society" To be part ol 
society IS precisely to be enmeshed in the 
power relations which make up .society, 
a recognition winch would immediately 
dis.solve Prasher' s innocent view ol a well- 
meaning but impoteni slate 
In a concluding sect ion on gcndcrjusticc 
in contemporary lndi.i such naivetes aic 
caniiHl to an extreme First Piasherdebunks 
at tedious length the notion that the stale 
can only be a neutral arbitei between 
competing interests, and cannot thcndoic 
initiate social change - a waste of time 
given that this atgumcnl is not made by 
anyone !oi India, or indeed in the west any 
more .She then piocecds to outline an 
argument whieh icquires the slate to he 
precisely a neutral agency, bui one initiating 
change- piovuhng“mechanismsol social 
“till such lime as comiiiunities 


become able to regulate Aemselves”. She 
holds that 1 1 social change is not happening 
at the community level, the opprc.ssed in 
society will be left to their own devices 
if the .state is denied any nite. Worthy 
I hough her motives may be. Prasher seems 
to he completely out of touch with the 
arguments being made here against state 
intervention in personal laws No one 
liisiihcs ilu* .state’s lack of legitimacy to 
intervene on the grounds that it should be 
a neutral arbiter. Rather the complex 
rethinking within the women’s movement 
and the dcmcKratic rights movement as a 
whole, on the issue ol the Unilorm Civil 
Code ovci the Iasi 10 years or so. reveals 
the understanding that the state cannot in 
laii c’jini to intervene in a ncuitai way 
to bung about gender juslicc. prc'ci.sely 
because it is a pan of the power relations 
in s'Kicly The wide range of opinions on 
this question within .sections that want to 
bung about gender ju.stice reveal a sens¬ 
itivity to changing notions of community 
identity and ol the relationship ot com- 
inuniiies and individual citizens to Indian 
dcnuK'raey Prasher on the other hand, 
thinks It sullicieiil to re.statc with con- 
lidcncc that "the stale” is progressive while 


’’communities” are backward - precisely 
the belief that is bitterly contested today 
and not only by self-styled “leaders of the 
community”, but by large sections of 
movements fordemocratisation ot various 
kinds.^ 

On the whole this collection of largely 
scholarly and provocative papers fore¬ 
grounds the essentially contested nature 
of the modem di.scourse of human rights, 
and enables informed debate. 

Notes 

1 Off tfie lop of my head. Gail Omvedt’s We Will 
Simnh TItii Pmim, Kumkiim Sangon's two 
part article in EPW, ‘Multiple Painaiehies'. 
and Uma Chakravaity's ‘Whatever Happened 
10 ihe Vedic Uasi' -and these arc only the most 
well known 

2 Sec fot example, the set of complex and nuanced 
essays in Exuutmu and Politual Weekly, 
July 9. 1994 in which the problem of secu- 
lansin is explored from diffenml poinis of 
view 

1 My essay on the changing natuK of the 
debate on Ihe Uniform Civil Code in the 
women's movement explotes vime of these 
IS lies (‘Women and Cilirenship' in Partha 
Chatlcricc led), Wiinr\ of Fieedimi, OUP. 
Delhi. 1998) 
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SPECIAL ARTICLE 


Conflict-Resolution: Three River I^ties 

Ramaswatny R Iyer 

This paper is structured around three treaties, the Indus Treaty, the Mahukali Treaty and the daiif'a Treaty. 
In each case, the paper f:c;v<'r4‘ very briefly the background to and nature of the dispute, the uppiauih to 
a resolutton, the major features of the treats, the manner in which it has been operating, the dilfuulties 
encountered, and how these can be resolved. It then .sets forth .some explanations and reflections that arise 
from these case.s, including the complex inteiartion between water issues and political relations, the twin 
dangers of big-country insensitivity or arrogant e and small-country pathology: the need to guard against 
a doctrinaire approach to the question of 'bilateralism' ver.sus 'regionalism', and the importance of not 
equating inter-country co-operation excliisi\el\ with a few large projects 


Introduction 

HUS papei IS about conflict-resolution in 
south Asia in the area ol water resources 
It will he structured anmnd three Treaties' 
The Indus Treaty l')60 (India-Pakistan), 
The Mahakali Treaty of February 1996 
(India-Ncpal). The Oanga Treaty of 
DecumK’i 12, 1996 (India-Bangladcsh) 
It will cover very bneily the background 
to and nature ul the dispute in each case, 
the approach to a revolution, the major 
lealurcs of the treaty, the manner in which 
It has been operating, the difficulties 
encountered, how these can be resolved, 
etc. It will then set forth some explanations 
and reflections that arise f nim these casc.s. 

Twoclanfications may be in order at the 
outset FirsU the piimary concern ot the 
paper is with the governing perceptions 
and other operative factors, as well as the 
issues that come up, father than with the 
dctail.s of the treaties, though details will 
be gone into as needed. Secondly, an 
important objective of the paper is the 
witter dissemination ot knowledge beyond 
the limited circles to which knowledge 
about these matters is generally confined, 
without drawing upon classified sources.' 

II 

The Indus Treaty, I960 

In 1947 the line of partition of the Indian 
subcontinent cut across the Indus system. 
There had been considerable irngation 
development in the undivided Punjab ba.scd 
on the waters of the Indus system. This 
was disrupted by partition and the large- 
scale movement of people An under¬ 
standing on water-sharing between the 
two new countries formed by partition was 
clearly necessary. It was also necessary to 
facilitate the development of irrigation 
sy^ems in the western part of Punjab that 
went to Pakistan. After prolonged talks 


iH'lween the two governments, the coii- 
struclive approach ot Nehru and Ayub 
Khan, assisted by the good offices ol the 
WorldBaiik, led to the .signing of the Indus 
Tieatv in 196(1 

The watei -sharing under the treaty was 
quite simple tlie three western nvers (the 
Jhcliim, die ('henah and the Indus itself) 
were alliKuied lo l*akistan, and the three 
eastern nveis iihc Ravi, the Beas and the 
Sutlc)) wco allocated lo India rertain 
rcstnclions weic placed on India as the 
upper iipan.in On the nvers allocated lo 
Pakistan, India was not allowed to build 
sloiagcs, except to a very limited extent 
Restrictions were also impo.sc'd on the 
■*Tcxtension ol iiiigation development in 
India On PAi.stan. the lower riparian, 
tlicrc were some relatively less significant 
restrictions lliere were also provisions 
regarding the exchange ol data on project 
operation, extent of irrigated agnculiurc, 
and so on 

The treaty further mandated certain 
institutional ai rangements' there was to he 
a permanent I ndusCommis.sion consisting 
of a commissioner each tor India and lor 
Pakistan, and (here were to be penixlical 
meetings and exchanges ot visits 
Pnivisions wen.* included for conflict- 
resolution dtiferences, it any arosi*, were 
to be resolved within the commission, il 
agreement nuild not be reached at the 
commission level, the dispute was to he 
referred to the two governments; if ilicy 
too failed tsi reach agreement, the treaty 
provided an arbitration mechanism. The 
settlement also included the provision ot 
international financial assistance to 
Pakistan lor the development ol irrigation 
works for uti'ising the waters allocated to 
it. and India too paid a sum of approxi¬ 
mately Rs 100 crore. 

The treaty has been working reasonably 
wellde-spitcadiiricuh political relationship 
between the two countries; it wjis not 


abrogated even duiing the two Indo-Pak 
wais The Indus commissioners meet 
regularly in eillici couituy, and the working 
relationship hclwceii the engineers at the 
commission level is veiy cordial Uit- 
Icn'iices do arise fnim tunc to time, but 
these usually gel resolved within the 
tiumewoikol thetn.*aty Minot ditteiences 
are settled within the commis.sion. and 
major disputes go to the two govci nincnls. 
So tar. It has not been found iu».e.ssary to 
invoke iIk- pmvisions lor aihitration by a 
Iliird party An i mportant dispute that aru.se 
was rcgaiding the Sulal Hydroelectric 
Project in Jammu and Kashniii I'lus was 
rcterred hy the commissioners lo the two 
goveminents, and after lengthy and dif¬ 
ficult negotiations it was resolved 

At piesent there is an unrcsolveddrspute 
legaiding what is known as the Tulbul 
Navigation Projeci (oi ihe Wiilar Barrage ' 
Piojeet) Fakestun objects lo this project 
on the ground that it involves Ihe creation 
ol a storage on a nvei allix.atedtoPakistan ; 
and IS therefore a violation ol ihc treaty.. 
India argues that no ci cation of storage is . 
involved, that the propn.scd barrage will 
merely head up the watei s temporarily, i 
retarding the rapid depletion ol flood ‘ 
waters, with a view tocxicndmg the period . 
during whis’h navigation is possible, and ' 
that the icgulation involved will aLso' 
benelit Pakistan The inter-governmcntal! 
talks on Ihc subject have not so tar been • 
successi ul, hut Ihci c is no reason to believe 
that agreement will not eventually be 
reached. 

Ill 

Eastern Himalayan Rivers 

Turning lo the east, the tenn “Fastem • 
Himalayan Rivers' that has gained! 
considcruhle currency in rcceni veais is a ' 
slightly imprecise expression, but it is 
generally known that it reieis to the nvers ' 
(langa, Brahmaputiaand BaiakorMeghna.,' 
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Ncpiil has several rivers, ail ut which are 
a pan of the Ganga system; that country 
has nothing to do with the Brahmaputra 
or the Barak. Bhutan, on the other hand, 
is entirely within the Btahmaputra system 
Both India and Bangladesh are concerned 
with all three nveis In India, the Ganga. 
tlk> Brahmaputra and the Barak are iur 
apart wheieas in Bungladc.sh they all |oin 
and flow togethei into the sea. and yet 
Bangladesh argues that they are Ihicv 
separate basins and India holds the view 
that they constitute one hastn because ol 
the common terminus Be that as it may. 
togethei thesi* systems (or this system i 
rcprcscnt(s) vast water resources In 
relation to these watei resouices ihe 
countnesconieined (leaving China aside 
forlhe present lean he i lassitied as follows 
Ncpal/Bhutan iippci npatiaii, moun¬ 
tainous countnes. India middle npaiian 
(lower riparian to Ncp.il/Bhutan. uppt^r to 
Bangladesh). Iargel> plains, though there 
are some hilly ureas. Ilaiigludesti lowest 
npanan, deltaic coniiiiy 

To Nepal and Bhutan, given (hen 
relatively limited cultivable land areas, 
ihetr water endow inent luii!cly repiesents 
a souree ol hydroelei irii powei whether 
Tor u.se within the two coiiniiies oi ioi 
earning leveriues thiough expoil.* lo 
Nepal, (he rivers also Hold promise ol an 
escape from its luiui-loil.ed condition 
through a navigable laitlei lo ihe sea To 
India, the water rcMnirccs represent 
possibilities oi liydio-eleciiic power, 
navigation and irrigaiion. but also Ihe 
danger of (IikkIs To Bangladesh, mss- 
crossed as ii is hv a vast neiwoik ot nveis 
and .sticams. ilicy icpicseni a loimidable 
source ol a'cmrent and olten devasi<i(mg 
fliKxls. hut they also ail as conveyois ol 
commerce, sustain lishenes. oiler pos- 
sihiiities ol iriigatioii and play a role in 
the control ot saiini'y 

Let us now look a bit inoie closely at 
some ot the connicts that have actually 
arisen and been resol vchI. 

IV 

Indo-Nepal Issues 

Insotar as Indo-Nepal relations arc 
concerned, water-shaiing has not hern a 
major issue Thera has bc*cii no eontliet 
over water (What appc'ars to be a question 
of water-shanng lias now come up in the 
ease of die Mahakali we shall retuin lo 
this ) What IS mvolvinJ in the Indo-Nepal 
(as also in the Indo-Bliulan) context is 
essentially a question ol co operation in 
denving benefits from the w atei lesourecs 
by way of hydro-power, irrigation. Iliuid 
management and peiluips navigation 
Howevci. the very at tempts it co-operation 
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can give rise to conflicts and have done 
so Twoearlypnijects. farfrompromoting 
good relations between the two countnes. 
caused .serious strains in that relationship. 
The Kosi/Ciandak agreements were not 
regarded as exercises in 'regional co- 
ofK'raiioir. that leim came into use much 
l.ilei Ihesc weic essentially projects 
conceived by India to mc*ct its requirements 
or solve Its problems, with some benefits 
to Nepal included I'hat was the way the 
pio)ee(s were designed with Nepal's 
agieemenl. but they were subsequently 
(iiticiscd m Nepal lor conlemng sub¬ 
stantially more hcnelKs on India than on 
Ne|ial. though this was inevitable given 
the lel.'itive magnitudes of rultivable areas 
III the two countnes The pro)eet.s also 
siilliii-d horn pool design, inefticieni 
implementation and bad maintenance, even 
w h ji \ /as pi omised was not delivered eitlu'i 
III Nepal Ol in India Tlic KosKGandak) 
agieements initially signedin IWdy.^O). 
wei e .uiieiided i n 1 %() (1964) to lake care 
ot Nepalese loncerns, but the sense ol 
gnevanee was not wholly removed 
Ihe bnieincss generated by these 
expeiieiices coloiiied all subsequent 
dealings between India and Nepal 
Sus|)ieioii and mistiiisi grew and became 
a massive im|H‘dimerii to good iclation.s 
belwci'ii Ihe tw'o countries It became tJr 
niliwur tiu all Nepalese commentators to 
bl.ime India loi playing ‘big brother’ in 
relation to Nepal I1ial India ‘cheated'^ 
Nepal on Kosi and Gandak and was bound 
lo do so on other niatteis became esta¬ 
blished Nepalese belief Occasional 
blundeis and stupidities by India lent a 
(iegtee ul crcdihiliiy lo such accusations 
No Nepalese (lolitieian wa.s willing Intake 
Ihe ii.sk ol signing or .supporting any kind 
ol treaty or agiecmcni with India, and 
Ihe ruling political party at any given 
time was liable to be severely cnticisud 
by other paities in the event ot ils 
reaching an undenstanding with India 
on any matter Against that background, 
none ol Ihe pio|ee(s - Karnali. Pan- 
cheshwar. .Sapiakosi - which had been 
undcidiscussionhci ween Ihe two countries 
could inakeany real headway Themistru.st 
and suspii 'ui led (quite understandably) 
to the inclusion ol a provision m Nepal’s 
new constitution making parliamentary 
latification by a twu-thirds majority 
necessary lor any treaty or agreement 
relating to natural re.sourccs and likely 
U) “alfcct Ihe country in a petvasively 
grave manner or on a long-term basis”, 
in the case ol treaties ol 'an ordinary 
nature' ratiticalion by a simple majority 
was laid down [tor details sec Verghc.se 
and Iyer 1993: eh 13J. 


A further chapter was added to the old 
history of misunderstanding by the 
Tanakpur episode. In itself it was a very 
minor matter of a small piece of land - 
2 9 hectares - being us^ by India for 
building the eastern afflux bund for the 
protection of Nepalese territory from 
possible backwater effects from the 
Tanakpur barrage (which itself was wholly 
in Indian territory and did not involve the 
con.sumptive use of water). The initial 
unwisdom on the part of India in not 
kcsiping Nepal informed in advance about 
this proiect was subsequently sought to be 
lemedied by reaffirming Nepalese 
sovereignty over the territory mentioned 
above, and agreeing lo provide some free 
elccti icity and waterto Nepal, the quantum 
ot which was revised upwards twice in 
inter-governmental undetstandings 
llowcvei. Tanakpur came to loom large 
in the Nepalese consciousness and was 
used as an issue lot bringing down the 
Koirala govcmmi*ni It was in tact more 
ol an issue in domestic politics than an 
Indo Nepal controversy, though it had the 
potent.al ol souring Indo-Nepal relations 
The supreme court ol Nepal, in response 
to a petition, iiiled that the Memorandum 
ot I 'nderslanding between Ihe two pnine 
ministers on Tanakpui was indeed in the 
natuie ol a treaty oi agreement, but lett 
It to the executive government and 
pailiament to decide whether ratification 
by a simple or two-thirds ma|onty was 
needed (}uitc wisely, this was not put lo 
(lie test: instead the Tanakpur controversy 
was subsumed in a larger kssuc 

Mahakali Treaty 

Political relations between India and 
Nepal which had become very bad indeed 
during the Rajiv Gandhi pcnixl had begun 
to improve significantly with the advent 
oi parliamentary democracy in Nepal and 
changes ol governments in India. Despite 
the I'anakpui contretemps, this trend 
continued. A new chapter in Indo-Nepal 
relations was opened with the Mah^ali 
Treaty ot February 1996. The signing of 
ilic treaty was preceded not merely by 
negotiations between thelwogovemments 
but also by exten.sivc informal con¬ 
sultations covering all parties in Nepal so 
as to faci litatc the process of parliamentary 
ratification. After much difficulty and 
suspense parliamentary ratification by a 
two-thirds majority also came through 
Now the treaty is in loree and in the 
processofimpIciiKintation,but that process 
has been stalled by .some differences. 
However, before going into those 
problems, it is ncces.sary to take a quick 
look at the contents of the treaty. 
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The treaty is ‘concerning the integrated 
itevelopment of the Mahakaii river'. The 
preamble describes the river as “aboundary 
nver on major stretches between the two 
countries”.and the Treaty itself asa“tieaty 
on the basis ol equal partnership”. The 
treaty covers the Sarada Barrage,^ the 
Tanakpur Barrage and the proposed 
Pancheswar project, and replaces earlier 
understandings on the.se matters. From the 
Sarada barrage, the treaty gives Nepal 
1,000 cusecs of water in the wet season 
and ISO cusecs in the dry season, and 
provides for this waterto be supplied Irom 
Tanakpur in the event of the Sarada barrage 
becoming non-functional; it also includes 
the interesting provision that not less than 
3S0 casecs shall flow downstream of the 
barrage to maintain and preserve the 
ecosystem ol the nver. 

On Tanakpur, the treaty re-affirms 
Nepalese sovereignty over the land (2 9 
ha) needed for building the eastern afflux 
bund, as well as the 9 ha of pondage area 
‘Tn lieu ol the eastern afflux bund” 
(prc.sumably this means “in consideration 
of ”), the treaty gives Nepal the light to 
1.000 cusecs of water in the wet season 
and 300 cusecs in the dry season; and 70 
million kwhrs nt electncity (as against the 
earlici agreed figure ol 20 million kwhrs) 
As and when the Pancheswar project comes 
into being and augments the availability 
of water at Tanakpur, Nepal will be pro¬ 
vided with additional water and additional 
energy, with Nepal bearing a part of the 
co.st of generation of uKrcmental energy. 
There is a provision for ihe supply of 350 
cu.\ecs for the irrigation of Dodhara- 
Chaiidani area. 

On the Pancheswat project, which is to 
be located on the boundary and is to be 
a joint pioject, some general principles 
applicable to border iivers (ot which an 
important one is “equal entitlement in the 
utilisation ot the waters of the Mahakaii 
River, without prejudice to their respective 
existing consumptive uses of the water.s”) 
are laid down, which aie furthei elaborated 
in a side letter exchanged by the two pnmc 
ministers. The DPR isto be jointly prepared 
in SIX months; the energy, irrigation and 
flood control benefits to the two countries 
are to be assessed, and the capital cost 
shared accordingly; tlie power benefit is 
to be assessed on the basis of saving in 
costs as compared with the relevant alter¬ 
natives available; and so on. There is to 
be a binational Mahakaii River Com¬ 
mission, guided by the pnnciples ot 
equality, mutual benefit and no harm to 
either party. There will also be a .specific 
jointentitytodevelop. execute and operate 
the Pancheswar project. There are other 


provisions relating to the life of the treaty 
(75 years), review after 10 years, arbitration 
in the event of disputes, etc 

As already mentioned, the treaty is 
formally in operation now, but there has 
nut been much progress in its iniple- 
mcntation The DPR which was to have 
been prepares in six months has got stalled 
partly because ol certain technical dil- 
terenccs (for instance, regarding the 
location of die rc-regulating structure 
downstream ol the dam), and partly because 
of some more serious differences of a 
political iiuiiiie. 

The most important issue is that of the 
‘sankalp' ot lesolution that the Nepalese 
parliament is said to have passed while 
latifying the treaty In referring to the 
'sankalp' a term often used iii Nepal is 
'strictures', the implication is that the 
Nepalese pai liament ratified the treaty but 
pas.sed some strictures. It seems rathci 
strange lor a body to ratify a document 
and at the s.ime time pass stnetures If the 
parliament ol Nepal had serious resei- 
vations on ceitain aspects of the treaty, it 
could have u'tuscd to ratify it, or could 
have latif led it subject to certain conditums 
(which would in fact have amounted to 
non-ratiliculion); hut that is not what 
happened No one in Nepal says that the 
treaty was not ratified (I'herc is a view 
in Nepal that the treaty was rushed through 
parltamcnl .and that ratification was brought 
• about undci pressure; but that is an internal 
debate in Nepal which we need not go into 
here). 

If wc take It that there is no doubt on 
the score ot latification, what then is the 
significance of the .so-called ‘stnetures”' 
Presumably they reflect some imponant 
Ncpalesi' concerns What follows'' The 
concerns of the parliament of Nepal have 
to be attended to by the government of 
Nepal, and if matters so warrant they 
could take up those concerns with the 
, government of India. If the.se involve 
significant changes in the treaty, that would 
amount to a ro-ncgotiation, which would 
virtually imply that the treaty was not 
really ratified in its present form On the 
other hand, if the treaty is not affected, 
then the concerns, whatever they may be, 
wilt have to be separately discussed with 
India, and not in relation tn the treaty 
Unfortunately, a lack of clanty in this 
regard has led to a virtual impa.sse on the 
implementation of the treaty. 

One of the concerns relates to the 
Kalapani issue. The NepBle.se object to the 
Indian military presence in the area called 
Kalapani llii.s is a territorial dispute. Either 
the areain question ispart of Indian tcnitory 
or It IS not. If It is. the Indian military 


presence there is a matter of no conse¬ 
quence to Nepal; if it is Nepalese territory, 
India has no business to be there. This is 
a matter to be resolved with reference to ; 
old records, docuiiicnts. maps, survey 
reports, etc. The dispute needs tube settled 
quickly in a spirit of giKidwill and not' 
allowed to fester However, nothing is 
gained by passing ‘strictures' on an issue 
of this kind, and in any case, this has 
nothing to do with the inipleineiiuiion of 
the Mahakaii Treaty 

In regard to the treaty it.scll. there is a 
difference bet ween the Indian and Nepalese 
views on what the ‘equal shaiing' pnnciple 
implies From the fact that the Maliakalt, 
IS a boundary river (let us ignore tor thej 
moment the qualification “on major, 
stretche.s''), the Nepalese draw the inference. 
that It belongs equally lothe twocountnes, 
and tlicieforc that hall ol the waters of the 
rivei belong to Nepal. The Indian view is' 
that there is no warrant lor drawing this 
kind ot inference; that the nver can be' 
used by the two countiies but does not 
'lielong' to cithei, that in particular, any 
diK'iiine ol ownership ol flowing water 
and the implied right of the upper riparian' 
to 'sell' the water so owned to the lower 
riparian t who would in any case receive 
that watei naturally by gravity tlow).seems. 
non-maintainable, that 'equal sharing*' 
really applies to the incremental benefits, 
(including the storage ot waters in the 
rescrvoii) to be createil by the Pancheswar 
project, ami that the iclati vc bcmdits gained 
by the iwocountt les would determine ihcir 
re.specl i ve shares of the capital costs of the 
project. This is a matter tor discussion. 

I lowcvcr, Ihe Nepalese government, while, 
explaining the meiits ol the ticaty to 
parliament and the public, seems to have', 
made the (questionable! claim that the*' 
Indians had been persuaded to devratei. 
from the Helsinki pnnciple ot 'equitable' 
apportionment for beneficial use' and; 
accept that of ‘equal sharing' II .so, it 
would appearthat the Nepalese have made 
their own task somewhat more difficult. 

Tlic third issue is that ot protection of 
cxcsting consumptive uses Under the 
treaty, the sharing ot the capital costs of 
the Pancheswar project would be in the^ 
proportion of the relative incremental 
hemdits, and the incremental benefits ha ve¬ 
to be reckoned after protecting existing 
consumptive u.se.s ol the waters ol the- 
Mahakali India has claimed that there is 
such an existing consumptive use at<he. 
Lower Sarada, hut the Nepalese question^ 
this on certain grounds that this use had 
not been mcntionc'd earliei. that the treaty' 
covers only the Mahakaii nver as a border; 
nver, and not the nver after it crosses the 
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hitfticr and hocoine.s an Indian river, and 
thai Ihc laimcrs at the Lower Sarada arc 
really drawing upon the Karnali^ and make 
only occasional use ot the Sarada waters 
’Hiis IS.SUC loo can he easily resolved if 
answers are found to the lollowing 
questions, (i) Is thers' an exi.sting con¬ 
sumptive use of Mahakali waters in the 
Lower Sarada area*' If so. what is the 
quantum’’ How old is the use’’ Is it a*gulai 
or occasional? Is it a tact that the fanners 
depend essentially on tla.' Kamali and draw 
upon the Sarada only inlrequeiitly. when 
for certain icasnns they are unable to use 
Karnali waters, and it so, how impnnani 
is that occasional ii.sc’’ (iit What would he 
the consequences of not recognising this 
as ‘cxi.sting use"’ Is it nica'ly a question 
of reckoning this agaiiut India's .shaic of 
the benefits arising tn>m the Panche.swai 
project, and thus requiring India to pay 
more (pcihaps a few hundred crore) 
towards the capital cost ot the project’’ Or 
IS there a danger of .in actual dental of 
Mahakali waters lothc laniwrs iiiquestion? 
(Incidentally, if this is in fact a case ot 
prior use. it would picsumably be entitled 
to consideration under the Helsinki lulcs 
and now the new UN ('’onvcntion even it 
there were no treaty ) (in) In the event ot 
the farmers being denied Mahakali waters, 
do they have any alternative water souite, 
or will they he subjected to distress’’ 

A further point which has the jxitential 
of becoming a difletence between the two 
countries is the question ot power tanfl 
As mentioned earlier, the side IsMter to the 
treaty say.s that tlie power K'nelit is to he 
asses.scd on the basis of saving in costs 
as compared with the relevant alternativc.s 
available. This is often loosely reterreil to 
by the Ncpale,se as the ‘avoided cost’ 
principle, the argument being that the price 
that India has to pay f oi Pancheswar power 
should be ba.sed on the cost of generating 
that powerthrough alternative means Two 
questions would arise first, what in fact 
IS that 'alternative’, and secondly, should 
the tariff be the same as that alternative 
cost'’ In regard to the first question, there 
are many possibilitiesfolhcrhydro-electnc 
projects, thermal piojccts, gas-based 
projects, etc) and thermal generation need 
not be a.ssumed to be Ihc only alternative 
available; and in regard to the second 
question, if in lact the generation cost at 
Pancheswar IS lower, the gain would surely 
have to he shared between the two 
countries; if the 'alternative co.st’ is to be 
fully paid by India to Nepal, what is India’s 
gain, and what has it ‘avoided"’ In any 
case, the pnee of power is not a que.stton 
ol abstract principles but one of 
negotiation, it will have K> be attractive 


enough to Nepal to warrant the undertaki ng 
of a big project and affordable enough to 
India to warrant purchase from this source. 
Here again, the difference, if any, is not 
insurmountable Any issue can of course 
become di fficult if the two sides take ngid 
positions, hut as mentioned earlier, this 
question has not yet come up for serious 
discussion 

It will be a mistake to take a gloomy 
view ol such dilterences and difHcultics 
and to icgard these ns indications ot the 
lailiitc ol the licaty. Differences in 
interpretation and practical operational 
dilticultics aic quite common in the case 
ot most treaties and they do get resolved 
Ihiough mechanisms envisaged in the 
treaties iheinscivcs. (The Indus Treaty 
mentioned eailier is a ca.se in point.)The 
issues that have arisen or may an.se in 
iclat on to the Mahakali Treaty will also 
doubtless be eventually resolved What is 
important is that they should be quickly 
dealt with and settled Delay and drift will 
lender them more diincuil and perhaps 
even inlraclahlc (If the Mahakali 
('ommission had been .set up piomplly, it 
could have resolved dillcrcnces, but 
uiilonunatcly there has been a delay in 
establishing the commission) 

V 

Indo-Bangiadesh Issues 

In the Iiido-Bungladcsh context, the 
major i.ssue from the point of view ol 
Bangladesh has been essentially one of 
water-sharing 'I'hcrc arc 54 nvers and 
streams which v.ro.ss the Indo-Bangladcsh 
bolder, and quc.stinns of watcr-shanng 
can an.se on any one of them. The dispute 
legaiding the shanng of Ganga waters has 
been settled The next nveron the agenda 
IS ihcTeestaon whichashanng agreement 
has become a matter of urgency as both 
India and Bangladesh have barrages on the 
n verand are beginning to develop imgatioii 
in their respective commands On Ihc 
sliai ing of the other nvers, some proposals 
of a general nature have been informally 
mooted, but there has been no serious 
discussion about them Sooner or later, 
agreements may have to be reached on at 
least som>‘. say six or seven, of these 
nvers There have been some desultory 
efforts at co-operation over flood manage¬ 
ment. but much more needs to be done. 
In the present paper we shall be mainly 
concerned with the Ganga waters dispute 
and Its resolution 

Ganga Waters Dispute 

In the rclati»n.ship between India and 
Bangladesh the dispute over Ganga waters 
was for two decays an iii.portant com¬ 


ponent, perhaps the most important one. 
and though it now .stands resolved by the 
treaty oi December 1996. it would be a 
mistake to regard it as having wholly dis¬ 
appeared. This paper will not go into the 
history of the dispute in detail [for details 
see Verghese and Iyer 1993: chs 11, 12; 
Crow 199SJ; but it ts necessary to take note 
of the nature and substance of the dispute. 

A simplified version of the Bangladeshi 
view of this dispute would be as follows: 
that there was a ’unilateral diversion’ of 
the waters of the Ganga by India at Farakka 
to the detriment of Bangladesh, that the 
resulting reduction in flows had severe 
adverse effects on Bangladesh; and that 
this was a case of a larger and more power- 
tul countiy disregarding the legitimate 
interests ol a smaller and weaker neighbour, 
and callously inflicting grievous injury on 
It. That viewut the dispute has been widely 
prevalent in Bangladesh, cutting acro.ss all 
kinds of divisions A national sense of 
grievance grew and became a significant 
factor in electoral politics In its extreme 
form the nationalistic position became a 
myth with India being cast in the role of 
ademon whether Bangladesh was afflicted 
by drought or by floods, the responsibiliiy 
was laid at India's dcxir ‘Farakka’ was 
blamed for all ills 

The pcrcepticms on the Indian side were 
entirely different At the governmental 
level, a fairly common view was that 
Bangladesh was extremely ngid and 
unreasonable on this issue; that it had 
gieatly overpitched its water needs and 
was claiming a dispniportionate share of 
the waters in relation to the relevant cnicna 
(contribution, cultivable area, etc), that it 
tended to exaggerate the adverse effects 
of reduced flows, and that it had blown 
Ihc dispute up into a big political issue 
in domestic politics, making inter¬ 
governmental negotiations difficult. A 
further complication was that there was 
a feeling at the level ot the state govern¬ 
ments in India that in its negotiations with 
Bangladesh the central government had 
failed to pay adequate heed to the interests 
of the states (some of which are irery laige 
entities) and tended to be generous to 
Bangladesh at their cost This perception 
had a degree of importance in state-level 
politics, though the issue was not as 
important politically in India as it was in 
Bangladesh. 

India tended unconsciously to regard 
the Ganga as essentially an Indian river, 
a ri ver which m its view was short of water 
in terms of the cultivate area and the 
population served by it, and a nver which 
had also to be reckoned as a part of the 
water resources available to die country. 
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fKHn which to meet the water needs of the 
arid areas in the western part oi the basin 
and beyond, and perhaps even in the 
southern pait of the countiy; in that national 
perspective there was little room for a 
serious consideration of the needs of 
Bangladesh There was also inadequate 
appreciation of the ill effects suffered in 
Bangladesh because oi the reduced Hows 
in the Ganga. This myopia on the part of 
India was matched by u myopia on the part 
of Bangladesh too* a tendency to regard 
the undimimshed continuance of histone 
flows as abirthnght, a failure to recognise 
theneedsof upstream populations, arcfusal 
even to consider other possibilities of 
meeting the water needs of its own people 
for fear of compromi.sing its claim over 
Ganga waters, anda resentment and distrust 
of India as a big and powerful country. 
There were many, both in Bangladesh and 
in India, who held more nuanced and 
balanced views, bui it was the over- 
simphricd ‘nationalistic' view that tended 
to carry gieatcr weight in the bureaucratic 
and political processes in both countries 

Unfortunately, the protracted inter¬ 
governmental negotiations on the .subject 
were partly misdirected because ol two 
red hemngs that tended to di.stract attention 
fnim the central problem I'he first was 
Farakka and the .second the idea of 
‘augmentation' Tlie primary purpose of 
the Farakka barrage was the diversion of 
a part of the waters of the Ganga to the 
Bhagirathi/Hixighly arm for arrc.sting the 
deterioration of Calcutta Port; and the 
secondary purpose was to protect 
Calcutta's drinking and industrial water 
supplies ftom the incursion of salinity 
The construction of a diversion barrage 
across the Ganga was an idea that was first 
mooted by British engineers in the I9ih 
century. Even if partition had not taken 
place, the barrage would probably have 
been built 

The concern which was felt in East 
Pakistan (later Bangladesh) was regarding 
the reduction of flows which would result 
ftom the construction and operation of the 
barrage Since India Uxi was entitled to use 
the waters ot the Ganga (with or without 
the construction of a barrage), the issue 
wa.s the quantum of flows that Banglade.sh 
could insist on as its legitimate share. Thus 
the issue was not Farakka but water¬ 
sharing. It would eventually have come up 
between the two countnes as upstream 
uses increased, even if Farakka had never 
been built. Farakka s«»ved to bring the 
issue to the foie much earlier than would 
otherwise have happened; at the some time 
the issue was obscured by wrong formula¬ 
tions. It became known as the Farakka 


issue. Whaleverthc wisdom and .soundness 
of the project (and these have been 
questioned), the barrage once built was 
not going to be demolished. What was 
needed was an agreement on the quantum 
of water (hat would be allowed to go 
through (he hainigc in the lean season 
Such an undei standing did exist from time 
toiimc(l977-X2. 1982-84, 1985-88) If 
there were a long-term agieement on a 
reasonable shanng of the waters dunng 
the lean period, there would be no ‘Farakka 
problem' though the structure at Farakka 
would continue to exist. (Such an 
agreement exists now.) 

The second source of prolonged and 
fruitless coiiiioveisy between the two 
countries was the idea ot 'augmentation' 
At a fairly eaily stage it was agiecd at tiie 
level of the pi mu* ministers ot the two 
countries that the existing lean season 
flow was inadequate for the combined 
requirements (as slated) ot the two 
countnes, and that it was necessary to 
‘augment' those flows by harnessing the 
water rcsoua'cs of the region available to 
thetwocoiiiiliies Unfortunately there was 
sharp dtsagroement on how the aug¬ 
mentation was to be accomplished The 
Indian pioposal was tor the augmentation 
of the waiei-short Ganga from the 
wutrr-sui plus Brahmaputra through a huge 
link canal tioni Jogigliopa to Farakka, 
running right across Bangladesh Tlie 
Bangla^sh proposal was for augmentation 
from within the Ganga system by storing 
Us monsoon flows behind seven high dams 
in Nepal Each side had serious reservations 
on the other's proposal Endless discus¬ 
sions produced no agreement. The details 
of the proposals and the disagreements 
discussed elsewhere (Verghese and Iyer 
199.3: ch 12] We need merely note that 
the sharp divcigcncc between India and 
Bangladesh on iiuulalitiesof augmentation 
led to an impasse on the water-sharing 
dispute. What the two countnes needed 
to do was to put aside the augmentation 
controversy and try to reach a long-term 
agreement on the shanng ol the lean-season 
flows of the Ganga (’1111.% was what 
eventually happened in 1996.) 

l.eaving those distractions aside, let us 
look at the crux of the problem. It was 
essentially one of water-shanng in the lean 
.season ('c, season of low flows), which 
had been idcnii ficd in the 1970s as January 
1 to May 31 The lowest flow al Farakka, 
reached in the period from Apnl 21 to 
Apnl 30, was determined by the Joint 
Rivers Commi-ssion in the mid-1970s a.s 
55,000 CU.SCCS (on a 75 per cent depend¬ 
ability basis, which means that the lowest 
flow is expected to he not lower than that 


number in 75 out of 100 yeats). If a shanng 
ol the flow in the lowest ten-day poiod 
could be agieed upon, the shanng dunng 
the rest of the lean sea.sun would present 
no difficulty Uiitoitunaicly, each countiy 
laid c laini to the totaliiy ol the lowest flow 
fot Its needs 

In 1977 the impasse was broken by an 
act ol slatesmanshipon the pan of minister 
Jagjivan Ram who, wht'n the talks had 
almo.st collapsed, ovet ruled his lechnical 
and other advi.scrs and agreed to tclea.se 
as much as 34,5(X) cusccs (le, 03 pei tent) 
out of the 55.(88) eusecs to Bangladc.sh, 
keeping only 20,.500 cusccs (37 per cent) 
as India's share In subsequent tncnioranda 
of understanding (1982, 1985) this 
proportion was retained In India, the 
general opinion was that (he alIcKation ot 
.14.5(8) ciisecs out of 55.(88) t usees was 
excessively genrtous to Bangladesh; that 
It was a purely temporary airangcnient 
pending the institution ol augmentation 
measures, and that it could not possibly 
be agreed to on a long-term basis In 
Bangladesh the tendency was to regard 
34,5(81 cusccs as a conceded right and to 
treat it as a point of departure tor lurther 
negotiations. This divergence was one ot 
(he tuctois'diat made agreement difficult 

The rigid positions taken hy the two 
govommonts made the negotiations 
diliicult enough, and the diflieulty was 
compounded by (he political dimensions 
of (he dispute 'I'he deteiiorating political 
relationship between the two countries 
rendered this problem an intractable one. 
paiticulariy hecau.se it had become (or had 
been made into) a major issue in domestic 
politics in Bangladesh; and in turn the 
water dispute contributed to the deterior¬ 
ation ol the relationship After the MOU 
ot 1985 lapsed in 1988 there was no 
agreement or understanding between the 
two countries (or several years There was 
also no .seiious cl fort to enter into dis¬ 
cussions with a view to finding a tasting 
solution to the problem (In the absence 
of any agrccmcni. India gradually increased 
the diversion towards the Bhagirathi- 
Hooghly arm, leading to renewed com¬ 
plaints horn Bangladesh) 

The circumstances in mid • 1996 seemed 
propitious to (he conclu.sion ol an agree¬ 
ment ^ The new governments in position 
in Delhi and Dhaka were well disposed 
towards each other. There was a feeling 
on both sides that the impasse over the 
Ganga waters i.s.sue was unfnnunatc and 
that It was desirable to arrive at an early 
understanding on water-sharing, putting 
aside (he augmentation question. High- 
level visits were exchanged and there was 
much talk ol a 'window ol opportunity’. 
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However, there were difficulues that could 
nut he made light oi 

The Awami League had in the past 
suftered under the disadvantage, in 
domestic politics, of being considered 
‘pru-lndia’ Their government under¬ 
standably found It necessary todemonstrate 
Us nationalist credentials by seeking a 
bettci settlement from India than the 
previous governments were able to secure 
Under those ciK'umstanccs. tlic sharing 
pattern of the I**77 agreement became a 
tlcMir on which it sought at least a token 
improvement 

This was hound to run into political 
difficulties on (he Indian side, pet haps not 
as sevcie as those faced hy the Bangladesli 
government, hut neveitheless leal Any 
increase in the releases cx-harakka to 
Bangladesh must necessarily mean a 
cormsponding deemase in the availability 
oi watei tor irrigation in West Bengal and 
for keeping ('alcutta Port operational ** 
The Wesr Bengal government had to 
consider possible ciilicisms hy the oppo¬ 
sition parties that the interests of the state 
were lua being sateguaided Against that 
bac'kgmuiKl. any proposal winch envisaged 
an agreement with Bangladesh on (he basis 
of the l*)77 allocation, particulaily a long¬ 
term one, was hound to present some 
diflicullies to the stale eovernmenl Many 
people in both countries were doubttul 
whctherthegapfietwcenwhal Bangladesh 
might consider acceptable and what India 
might eonsider HMsonable and teasible 
could be bridged 

Ganga Tiraty 

The treaty on the shanng »l the w^ieis 
of the Ganga entered into by India and 
Bangladesh on December 12, 19')b was 
a moiv signiticani document than most 
people had considered possible Behind 
that success lay several factors' the patient 
efforts of the Induui ministry of external 
affairs Irom 1995 onwaids to find asolution 
to this problem; the wisdom and courage 
of the prime minister oi Bangladesh. 
Sheikh Hasina, in tackling an issue fraught 
with considerable political risks; the high 
pnonty that the new Indian foreign minister 
attached to the resolution ot the Ganga 
waters dispute, the consliuctive and 
sagacious role played hy the chici minister 
of West Bengal and the conti ihutions mailc 
by his finance minister to the finding ot 
answers to the difficult questions that came 
up in the negotiations; and last but not 
least, facilitatory efforts at non-official 
levels.^ (It must be added that quite 
understandably and iieccssanly. it was a 
political rather than a technocratic settle¬ 
ment. ) As an cxcrci.se i n the rcconci lialion 


of diifeicnces the treaty is a remarkable 
and ingenious document, as can be seen 
from the following brief resume of its 
ma)or features. 

Uuration. Bangladesh's demand was 
for a tieaty or a long-term agreement On 
the other hand, there were misgivings on 
the Indian side about making long-term 
commitments on the sharing of .scarce 
resources in the context of growing 
demands. Thc.se two divergent concerns 
needed to be reconciled The treaty 
manages to do this It is a SO-year treaty 
Renewable lurther), with a provision 
foi a levicw ai the end of five years, or 
even at the end of two years if either party 
wants It 

Wuier-iharmg: The diveigence over 
’augmentation’ which had led to an 
iinpas.se in the past has been side-stepped 
the Treaty is essentially regarding the 
sharing of lean-.season tlows, though then.' 
IS an article which recognises the need loi 
co-opeiation in finding a solution to the 
loiig-icim problem ot augmentation The 
sharing lormula given in Annexure I to 
the treaty is related to actual flows at 
vanous lev els and not to ‘75 per cent 
dependable flows’ as in past agreements; 
this simplifies matters. (I'he application 
of the shanng formula is demonstrated in 
Annexure II with reference to ‘average' 
tlows based on data from 1949 to 19X8, 
hut this IS purely f orillustralive purpose' ) 
'Hie basic formula i.s that of equal (50 50) 
sharing ol the lean .season flows by the 
two countries, which is as fair a pnnciple 
as any. This applies to a range ot Hows, 
with two modifications at the upper and 
lov. erends respectively. At the upper end. 
ihcie IS a slight acceleration of the increase 
in India's share toenable it to reach 40.000 
casccs (the lull diversion capacity of the 
Farakka feeder canal) at a flow level of 
75.(KK) cusccs instead of 80,(K)0 cusecs 
Above 75,{K)0cusecs, India’s share is held 
at 40.000 cusecs and the balance goes to 
Bangladesh At the lower end. the basic 
50’50 sharing is subject to the proviso that 
in the leanest part of the lean season - Irom 
March 11 to May 10 - each side will he 
given a guaranteed 35,000 cusccs, with 
the residue going to the other side, but in 
altcinate ten-day periods (three ten-day 
periods in India's favour and three in 
Bangladesh's).^ 

Safeguards lor Bangladesh; One of the 
demands ot Bangladesh was that the treaty 
.should provide for a guaranteed minimum 
flow (TTicre had been a ‘guarantee clause’ 
in the 1977 agreement, and a ‘burden- 
sharing’ lormula in the 1985 documents.) 
The treaty docs not include a 'minimum 
guarantee’; however, it has several scat¬ 


tered provisions which together jmDvide 
a mea.suie of security to Bangladesh. First, 
there is the guarantee (already referred to) 
of 35,000 cusecs to cither side in alternate 
ten-day segments in the penod from 
March 1 to May 10. Secondly, when the 
flow falls below 50,000 cusecs, the treaty 
recognises an emergency situation and 
provides for immediate consultations by 
the two governments Thirdly, as increasing 
upstream uses may over a period of time 
rc.sult in reduced flows in the river, the 
treaty requires the government of India to 
make every effort to protect the flows 
amving at Farakka. Lastly, in the context 
of the provision for a review at the end 
of live years (or even at the end of two 
ycai.s it cither party desires it), the treaty 
lays down that pending agreed adjust¬ 
ments as a result of such a review India 
shall release to Bangladesh not less than 
90 per cent of its entitlement under the 
treaty. 

Conflict-resolution' The treaty provides 
essentially Iormutualconsuitations There 
will be a joint momtonng of flows, which 
should climinatcorminmusethc possibility 
of disagreements over numbers. Conflicts 
or disputes (if any) in the course of :he 
operation ot the treaty will be resolved 
within the joint committee envi.sagcd by 
the treaty, lading which they will be 
iclerrcd to the Joint Rivers Commission, 
and failing resolution at that level, the 
matter will be refem'd to the two govern¬ 
ments 

I'he principles of * faimes.s. equity, and 
no harm tocither side' arc mentioned three 
times in the treaty. There are also some 
declarations of good intention a rccog- 
nilionot *hc need to co-operate in studying 
'augmentation'po.ssibilities;anagreement 
to conclude water-sharing treaties or 
agreements on other common nvers; and 
so on 

The conclusion of the treaty was 
generally welcomed in both countries. 
Criticisms of the treaty by some people 
1 n cither country as a ‘scll-out’ to the other 
side tended to cancel each other out. In 
Bangladesh, the BNP, as the leading 
opposition party, has been understandably 
critical of the treaty; but in the event of 
their coming back to power at some future 
date, one wonders whether th^ would 
wish to take the risk of endangering it and 
reverting to thepre-treatypositioii.lnIndia, 
there was some criticism on expected lines 
in West Bengal but it was fairly muted. 
At the national level, the BJP questioned 
the treaty but this seemed a pro forma 
move rather than a senous criticism based 
on a careful analysis. Subsequently the 
BJP came to power at the national level. 
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but their government has beenscnipulousiy 
adhering to the treaty. 

There have been complaints in Bihar 
and Uttar Pradesh that their needs have 
not been kept in mind in the treaty. Their 
grievance arises partly from the fact that 
only the chief minister of West Bengal 
was associated with llie negotiations, but 
there is also some uneasiness stemming 
from the fact that the treaty requires the 
government of India to make every cffoit 
to protect the flows reaching Forakka 
Consideting the wasteful use ol water in 
this subcontinent, particularly in imgation. 
there is enormous scope - indeed an in¬ 
escapable need - lor better water manage¬ 
ment If economy in water use and 
conservation of this scarce resource arc 
given the importance they deserve, both 
India and Bangladesh can do with much 
less water Neither Bihar nor Uttar Pradesh 
need have any appreliensiomi: but they 
may need to be given appropriate rea- 
ssurances and assistance by the centre. 

Ganga Treaty in Operation 

The treaty has now completed three lean 
sca.sons TIu* flows in the nver were very 
good in the 1998 lean season and they 
were above the average even in the 1999 
season. The treaty has operated smoothly, 
and Bangladesh has bran receiving its 
share ot the waters and even more. Judging 
from newspaper reports regarding the 
recent meeting of the Joint Rivers Com¬ 
mission. the two governments seem wholly 
satisfied with the working ot the treaty 
However, during the very first lean season 
following imnu.'dialely alter the signing of 
the ticaly (January to May 1997), the treaty 
ran into some rough weather, and it is 
necessars logo into this as this can happen 
again. 

Low flows: The most important problem 
was the occurrence of low flows soon after 
the treaty went into operation. This was 
a normal hydrological phenomenon; it had 
happened before and will happen again 
Nor was this a particularly bad year; there 
had been past years in which the flows had 
fallen to still lower levels and for longei 
periods.^ However, the unlortunale occu- 
nence of low flows in the first lean .season 
was interpreted by many in Bangladesh as 
evidence of a failure of the treaty or 
deficiencies in it. This was not true. If the 
flows foil below S0.(K)0 cusecs (as they 
did in the last ten days of March 1997), 
Article II(iii) of the treaty provittes for 
immediate consultations on an emergency 
basis The consultations were initiated hut 
not pursued to any uset ul result for various 
rea,sons: no formula was put in plaH:c for 
the equitable sharing of low flows. 


Alternate lO-days pattern: The pattern 
of sharing (.tS.OOO cusecs to either side 
in alternate 10-day iieriods between March 
11 and May 10) means a sharp variation 
in flows ftoin one lO-day period to the 
next. Thctc is a safely pr^lcm involved 
in this political solution, particularly when 
the flows leaching Farakka arc low* a 
dra.stic drop in the water level in the feeder 
canal on the Indian side, if cairicd out 
rapidly, could lead to a collapse oi the 
canal sides Engineers on both sides seem 
to accept this In the absence ot an 
understanding between the two countiics 
on this .subject, ihere was an unlortunatc 
muddle in 1997. A gradual reduction in 
the canal level in the interest of salcty 
resulted in a shorttail in the releases to 
Bangladesh in the tirst ten days ui Apni 
(compensated within the next 10-day 
pel Hid), and ted to charges ot violations 
ot the treaty There is clearly a need tor 
an early intcT-govemmcntal unifcrstanding 
on this mailer (It is possible that some 
working airangemcnt htis been agreed 
upon, as one did not hear references to this 
problem in suhsequctil years ) 
farakka- Hardmge bridge dtsi reivincY 
The third problem was a puz/liiig dis¬ 
crepancy (quite substantial) between (he 
quantum ol water released at Farakka in 
India and the quantum arriving at 
llurdinge bridge (170 kindownstrcam) in 
Bangladesh II theobservationsatFarakka 
and Hardmge bridge were taken as 
reasonably reliable (as they arc jointly 
monitored at both places), and il there 
were no signilieant abstraction ol water 
in between (as both sides seemed to agiee), 
then It appeared po.s.sihlc (hat the river 
water was 1 1 ndi ng its way into undergruu nd 
aquifers in Bangladesh. ’Hus is merely a 
hypothesis, and there may be other (actors 
at work. Similar discrepancies had occa¬ 
sionally been noiiccd in the past too. Quite 
possibly, the problem was accentuated in 
1997 because of low flows. An expert 
team set up by the joint committee is 
examining (his matter. 

Gorai pi nhit in 1 he offtake point ol the 
Clorat nver in Bangladesh has ham silting 
up. and ovet the years a massive hamer 
has come up which prevents the entry ot 
the waters ot the Ganga into this stream, 
leading to problems downstream (loss of 
imgation, salmiiy incursion, etc) The pro¬ 
blem antedates Farakka The treaty is not 
going to solve this problem, because even 
35,000 cusecs will not he enough tor the 
purpose: it is only when the flow is of the 
order ot 7().(XM) cusccs (hat the waters of 
the Ganga can enter the Gorai. The answer 
to this prohicin is perhaps partly extensive 
dredging and partly arrangements to head 


up the Ganges waters and enable them 


»I1 


enter the Gorai (Some action on these 
lines IS under the active consideration of j 
the government ol Bangladesh.) ' 

Bangladeshi /lei i eptioiis: On an overall j 
view, the position would seem to be that 
the treaty wotkal tcasonahly well even in 
the iirsi lean .season despite low flows, 
except tor a very brict slip-up However, 
perceptions in Bangladesh wete quite 
diltcrent. Several lactors combined to 
produce this re.sul( 

F'lrst, what is actually received by 
Bangladesh should be compared with what 
the treaty provides tor in terms ot the 
Aniicxurc I formula, when it i.s compared 
instead with the average flows given by 
way ol illustration in Annexure 11. treating 
these as ‘expected* flows, wrung conclu¬ 
sions arc iKiund to lollow 

Scioiidiy, (he .shorttail in Bangladesh's 
share in the lirst 10-day period ot Apnl 
1997 (which ought not to have happened) 
arose out oi a concern for safely, and a 
prompt attempt was made to compensate 
ioi the shorttail This was mil known 
to the pcmpk'cithci in Indiaor inBangladeidi. 

'riiitdly, the tact that the discrepancy 
between releases at F'arakka and amvals 
at Hardmge bridge is a complex matter 
needing a scientific study had not been 
explained to the pc\>ple, they were therefore 
ready to bt* persuaded by (he opponents 
ol (he treaty that they were being short- 
changed at Farakka. 

Fourthly, the tact that the Gorai ofTtakc 
problem was essentially an internal one 
nc*eding remedial action in Bangladesh 
was,not widely known The general 
tendency was to assume that it had been 
caused by Fatakka and (hat (he treaty had 
not had much impact on the piobiein. 

'I'hosc four prohlems/factors tended to 
sow the seeds ol suspicion: and ihc seeds 
tell on fertile ground Bccau.se of long- 
.standingemotional attitudes toward.sIndia, 
there was a predisposition on the part of 
many to he negative towards the treaty 
As sixin as problems emriged, the latent 
negativism came to the fore the immediate 
and visceral tcmiency was to find ex¬ 
planations in teriiisol Indian wrong-doing. 
This was rendered easier by the absence 
ol ot licial information about the operation 
oi the treaty. I1ic greatest enemy of the 
treaty (and ol India’s own fair image) was 
the classit'ication of iniormation. ie, the 
treatment ot all mtonnaiion regaiding 
flows and releases as secret. 

While good flows m the river and the 
smiMitli operation ot (he Ireaty in 1998 and 
1999 have pushed the strains ol 199 7 into 
the background, they can come to llic foie 
once again it the phcnoniciKin ul low 
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flowh were lo recur, as it can. A good 
pn>blcm-free period provides an oppor¬ 
tunity tor the two governments to reach 
an understanding on a contingency plan 
for a difficult time, hut alas, they will 
probably do nothing until the difficulties 
aie once again upon them, that is the 
nature of politics. 

VI 

Concluding Reflections 
Indus Commission and JRC 

A question that is sometimes asked is 
Why is It that the Indus Commission has 
been working reasonably well whereas the 
Indo-Bangladcsh Joint RivcrsCommission 
has not bwn a great success’ Tlic answer 
IS twofold The first part is that the Indus 
Coninii.s.sion came into being under the 
treaty that .settled the water dispute; it 
merely had to monitor the implementation 
of the treaty On the other hand, the JRC 
had to function in a situation of a bitter 
unresolved iiitcr-country dispute, and 
became a part of the negotiation mecha¬ 
nisms The second part is that even after 
the signing of the Ciarigu T icaty, the JRC 
has a vastly more compi icalcd and di I f icult 
task to perform than the Indus Commission 
As we have seen, the Indus Treaty finally 
allocates some n vers as a whole to Pakistan 
and others to India, and does not allocate 
shares in the same nver. Thus, there is no 
continuing pnicess ot w^tor-shanng in a 
given n vci, rcquiri ng operations, measurc- 
ments, monitoring, etc. as is the caseundcr 
the Ganga Treaty (Purthcr. the JRC' is 
concerned with all the rivers common lo 
India and Bangladesh, the Ganga K-ing 
only one of them and one that is covered 
by a treaty) 

Water Disputes and Politics 

Wc must note that there is a complex 
interaction between water issues and 
political relations It is not always a case 
of conflicts over watci re.snurces leading 
to a worsening ot political relations, tiKHigh 
that does happen on occasion; it is more 
often a case of a dift icult political relation¬ 
ship rendcting the water issue more 
immctable This is particularly so when 
othci issues become prominent from time 
to time, lor instance, Nepal's gnevaiices 
as a landkK'kcd country and its concerns 
over trade and transit issues; or India's 
secunly concerns and its apprehensions 
about Nepal's relations with China; or in 
the Indo -Bangladesh context, the question 
of illegal immigrants chakma refugees, 
insurgency opciatioiis, border demarcation 
issues, trade balance, '. tc Water issues in 
turn can become the nio i •lominant factor 


at certain times, and can have a decisive 
impact on the general pditical relationship. 

Big-Country/Small-Country 

More than anything cise.pne factor tends 
to influence Indo-Nepal and Indo-Bangla- 
iksh rclations, namely, India's size. India's 
relations with the smaller neighbours have 
doubtless improved significantly in recent 
years, but theold distrust of the‘bigbrother' 
has not wholly disappeared eitherin Nepal 
or in Bangladesh. Ilie twin dangers oi big- 
coiintry inseasitivily nr arrogance and 
small-country pathology arc the Scylla 
and Ctiaiybdis that can wreck even a gmxl 
relationship. Everyone recogni-ses the first 
danger, but not many perceive or 
under >tand the second. 

Thciels no doubt that Indian politicians, 
bureaucrats, engineers and businessmen 
have on (Kcasion been unimaginative, 
patronising and insensitive in theirdealings 
with the cuuiiuy's smaller netghoours, 
and there have been brief aberrant periods 
when even the word 'bullying' might not 
have been out of place. However, under¬ 
lying all this there has always been a deep 
desire III India, at the political, admini¬ 
strative and popular levels, to he liked and 
approved of by the rest of the world, and 
in particular by the neighbouring countnes, 
and this cuts across party afliliatioas and 
other dividing lines There is also a fairly 
widespread acceptance (with exceptions, 
of course) ot the proposition that India, 
as the bigger country, must go more llian 
halt way in seeking to build gcxid relations 
with tiK smaller neighbours. This was so 
even hctorc the 'Gujral doctrine' of 
unilateral gestures without asking for 
reciprocity was formulated. Indians like 
lo helieve that they arc good, friendly, fair- 
minded fellows, that is why accusations 
ot bad taith, bullying and hegemomsm 
evoke reactions of shocked 8urpn.se. self- 
righteous indignation and hurt feelings on 
the pan of India. 

The counterpart to big-country in 
setisit ivity, namely, what has been referred 
lo above as 'small-country pathology', 
manifests iisclt in many ways: a ‘lough' 
.slancedunngncgotiationsforfearofbeing 
considered weak, complaints at a later 
stage that the negotiations had been 
between unequal parties; whendifficuliies 
or differences emerge in the course of 
operation ol a treaty or agreement, a ten¬ 
dency to seek explanations in terms of 
deviousncss or machinations or male¬ 
volence on the part of the Indians, instead 
ol exploring solutions; and so on. 
Immediately alter a treaty is signed, the 
retrain begins: “It is not enough to sign 
a treaty, it must be properly implemented”. 


implying doubts about India’s good faWi. 
Whenever differences arise, the tendency 
IS not torecogniseitas adtfferenceneeding 
to be mutudly resolved but to regard it 
as a case of ‘non-implementation’ or 
‘violation* of the treaty. All this is 
understandable, and India will have lo 
learn to live with this, find constructive 
solutions to problems, and at the same 
time maintain and improve relations with 
Its smaller neighbours; but the 
phenomenon mentioned does exist and 
needs to be recognised.*' 

An interesting point i,s that the big- 
country/small-country complexities 
mentioned above do not seem lo impinge 
to the same extent on India-Pakistan 
relations, doubtless because Pakistan is 
not such a small country and is not troubled 
by a sense of an unequal relationship. 
There are dBficulties enough in India- 
Pakistan relations, but they are not seriously 
compounded by this particular factor 

Riparian Rights 

India's position as the middle npanan 
(between Nepal and Bangladesh), together 
with Its desire to avoid accusations ot hig- 
countiydomi nance, placesitinasomewhat 
difficult situation. For instance, vis-a-vis 
Nepal, India as the lower npanan has 
conceded to the upper npanan the right 
to use whatever waters the latter needs, 
including the right to make mler-basin 
transfers. Tlius, pnmacy ha.s been given 
to Nepal, and the lower npanan’s rights 
have been subordinated to those ot the 
upper npanan. On the other hand, vis-a- 
vis Bangladesh, it is the pnmacy of the 
lower riparian that has been implicitly 
(partly) granted. The whole complaint of 
Bangladesh for years has been that the 
flows coming down have been reduced by 
the upper nparian; and they continue to 
express apprehensions about upstR-am uses 
in UP and Bihar, almost as if these were 
not legitimate. To meet the concerns of 
Bangladesh, India as the upper nparian 
has undertaken to protect the flows 
reaching Farakka, which means that it has 
undertaken the responsibility of regulating 
upstream uses. It is not being argued here 
that India was wrong in accomnuxlating 
Nepal’s and Bangladesh’s points of view 
on the lines mentioned above. The point 
is merely that there is in fact a certain 
asymmetry in the Indian positions vis-a- 
vis the two countries, arising from India’s 
size and its neighbours’ concerns, and that 
this must be noted. 

'No Harm ’ Principle 

In both the Mahakali and Ganga treaties 
the principle of ‘no harm to either side’ 
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has been incorporated. That seems very 
reasonable, but it could present some 
difficulties at a future date. It is fairenough 
to say that the upper riparian, in planning 
its own water uses, should keep the interests 
of the lower npanan in mind and refrain 
from causing undue injury or ‘distress to 
it: but the absolute a.sscrtion of 'no harm' 
could put the upper riparian in some dif¬ 
ficulty. as any use by it of the waters of 
the river in question may conceivably 
reduce downstream flows, and therciore 
cause some harm, however minor, to the 
lowerripanan ThcHelsinki Rules wanted 
the upper riparian lo avoid causing 
suKstantial harm, and the present UN 
convention usesthe expression ‘significant 
harm’. In the GangaTreaty there is no such 
qualification In practical terms, this may 
not cause any difficulty in the near future, 
but the potential for a difference in 
perceptions at some stage does exi.st This 
will need to be avoided by wisdom and 
gmxlwill on both sides. 

Bilateralism vs Regumalism 

An is.sue that needs lo be taken note of 
here is that of 'bilateralism' versus 
‘regionalLsm'. The government of India 
has in the past prefened todcal with Nepal 
and Bangladesh separately and bilaterally, 
and though this approach is getting affected 
by India's participation in .SAAKC. the 
official policy still remains one of 
bilateralism The considerations behind 
Ihisposition seem to include (a) the feeling 
that negotiations are difficult and pro¬ 
tracted enough between two couniiics, 
and that they will become va.slly more 
complicated and intractable when three or 
more countries aie involved, and (b) the 
fear that the smaller countries may join 
hands and make common cause against 
the bigger countiy. These arc somewhat 
exaggerated fears but they cannot be 
dismissed as totally untound^ and ab.surd. 
On the other hand, a view that has gained 
considerable cunency not only in Nepal 
and Bangladesh but even among many in 
India is that ‘regional co-operation' has 
belter solutions to offer to most pndileros 
than purely national or bilateral ap¬ 
proaches. lliis IS a complex subject that 
will require a separate paper All that can 
be said here is that on this, as on many 
other subjects, pragmatism is preferable 
to dogmatism The present wnter sub¬ 
scribes neither to the rigid and myopic 
bilateralism of the government of India, 
nor to the doctnnaire regionalism that is 
much in fashion now .Some issues arc 
essentially bilateral. For instance, reacluiig 
an understanding on the .sharing of Ganga 
wa'ers as tley cross the Indo-Bangladesh 


borda is clearly a bilateral issue; and the 
treaty would never have come about if it 
had become the subject of multi-country 
discussions Similarly, the Tipaimukh 
project near the Indo-Bangladesh border 
in Tnpura (if it ever comes into being; 
would concern on ly India and Bangladesh 
On the other hand, the Kosi High Dam 
project (again, if n ever gels approved) is 
ot intcrc.sl to Nepal. India and Bangladesh 
and could well be concej^ved of as a joint 
three-country project. 

Leaving paittcularprojectsa.sidc. it could 
be plausibly argued that there should be 
‘integrated’ pUnningforabasin as a whole, 
because that is the hydrological unit, and 
diat this calls toi a icgional approach. 
Theoretically this may be true, but in 
practice there arc serious difficulties 

First (as we have seen), there is no 
agrcemcnlcvcnonwhatconstitutcsahasin' 
is Ganga-Brahmaputra-Mcghna one basin 
or three basins’ Behind the dillctencc on 
that question between India and 
Bangladesh he not hydrological but other 
considerations India opts for a 'single 
basin’ thcoiy bciause it is anxious to tap 
the waters nt the Brahmaputra and take 
them wcsiwaiils, Bangladesh insi.sls that 
they arc (luce basins because it wants lo 
maintain a legal claim on the Ganga as a 
separate river and feels (hut this may be 
compromised it the Ganga were regarded 
as a pan ot a larger system. 

Secomlly, the idea ot planning tor a 
basin or sub-basi n as a whole has not made 
much headway even within India it has 
not so far been possible to gel the state 
governments (eg. Tamil Nadu and Karna¬ 
taka, Andhia Pradesh and Karnataka) to 
agice lo sui li an approach to the re.solution 
of inter-state disputes. A similar appmai h 
involving several countries is an enor¬ 
mously tiion* di 11 icult and complex under¬ 
taking. The Mekong Commission is a gcxid 
example msoi ar as countries that had cailict 
gone to war are now sitting together and 
talking acioss a tabic, but in tenns ol 
achievements it ha.s not much to show 

Thirdly, the lommilmcnt of Nepal and 
Bangladesh to the idea of basinwidc 
planning is imperfect. On the one hand, 
the Mahakali fieaty is described as a treaty 
concerning the integrated development ot 
the Mahakali over: on the other, Nepal 
argues that the iicaiy isonly about the river 
inlhehradei siietch .Similarly,Bangladesh 
talks about an integrated approach hut 
insists on a n wr-hy-ri ver sharing Doubt¬ 
less the.se positions of Nepal and 
Bangladesh aie derived from certain 
concerns that India must take into account 
The point being made here is merely that 
neither countiy subscribes unreservedly to 


the ‘integrated’. ‘regional’ approach than 
they advocate * 

These difficulties are not arguments | 
again.si either regional cn-opetation or , 
basinwidc planning These may be goals | 
towards which wc must start moving now, 
but this need not prevent more modest * 
achievements in co-operation in the nearer ; 
future The caution here is against (a) a 
doctnnaire approach and (b) a uniform 
pre.scription of regionalism as appropnate 
to all matters under discussion, and a 
dismissal ot a bilateral approach as 
inherently infenor. 

Further, the language of 'integrated, 
basinwidc planning' seems to carry 
implications of cemrali.sed technology- 
driven planning, and ‘regional co¬ 
operation’ u.sually implies co-opcration at 
tiu' governmental or technocratic levels. 
Both these terms need to be interpreted 
in a wider sense to cover co-operation at 
the level oi the peoples, and for purposes 
beyond engineenng or technological ones. 
This has connections with the next point 

Haimonx with Nature 

Hie advocacy of inter-country co-opm- 
tion has tended to centre on a handful of 
gigantic pn^ects. huge dams and re.servmts 
in Nepal or in India's north-ea.st, or a very 
large canal from the Brahmaputra to tlw 
Ganga Underlying these projects are 
projections of future needs based on certain 
notions of ‘development’ These pro¬ 
jections lead to the foimulation of supply- 
side solutions in the form of' mega' projects 
that may cause great barm to the environ¬ 
ment and the ecological sy.stcm. they may 
also lead to conflicts both wuhin countnes 
and between countnes It is wrong ways 
of livingtiiat lead toconflicts among human 
beings and between humanity and Nature 
We cannot live in harmony with one 
another until wc Icam to live in harmony 
with Nature This (heme cannot be 
developed here. The point (hat is . ought 
to be made is that intei-country co¬ 
operation has come to be identified with 
a tew piojects. and other po.ssibilitics ol 
co-operation (eg. in the re-greemng ot the 
Himalayas, the preservation of the 
Siinderbans, a sharing ol experience in 
agiiculture, water management and social 
mobilisation, managing floods while 
minimising damage) have not recei\cd the 
attention they .should have 

'SeiimtY' Thesis 

Finally, we need lo note that there is a 
growing body of literature on conflicts 
ovci scarce n<itural resources and their 
'security implications’ Research pro¬ 
grammes on these matters aie being 
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undertaken in diverse places by various 
western research institutions and 'think* 
tanks', this is a tashionable subject now. 
Tliere is a prevalent doctnne that future 
wars will bi* fought over water, not oil 
The underlying thesis is that conflicts over 
natural resources and environmental issues 
could become acute and that these could 
have 'regional secunty’ implications (It 
must be noted that the term ‘.security' as 
used here has a military connotation, and 
not that of adequacy or availability as in 
'food security'.j No one can deny that as 
populations increase and put severe 
pressure on finite n'sourccs, conflicts 
within countries and between counines 
could arise, but it does not follow that they 
will lead to wars. The analogy with oil is 
most misleading The idea ot water wars 
seems implausible It is only under a very 
special combination ot circumstances that 
a country can hope to acquire control over 
headwaters through a war. What is more 
likely is that the countnes concerned will 
- perhaps after a long period - arrive al 
some kind of understanding. These 
statements cannot he elaborated here. Tlie 
short point is that the tlieory of water wars 
and the doctrine that conflicts over water 
or other environmental concerns have 
regional .secunty dimensions have .sonK* 
sini.ster implications. These have been set 
forth elsewhere by the author (lycr 1998) 

Notes 

(1 oni grateful lo R Kangavhari amJ V Et Eswaran 
for going thiough this p4ipci in draft funii and 
giving me some very useful eointnenls Ncedk'ss 
lo say, they bear mi responsibitity tu' the views 
expressed or tor any crrois that nny remain Hus 
paper has been written in the au'hor’s personal 
capacity | 

1 In willing this papei ilw author has to a ga*at 
extent drawn upon dimcl personal knowledge 
derived from past issoeiation with the 
govemiiK'nt and lontinucd invuivcnieni uvei 
the last nine year, in non-ofncial studu's. 
consultations and oonicrences Care has been 
taken to use only nuten.il that has been reteiwd 
to 01 discussed in unelassifled papers or open 
meetings 

2 While the mainstream view in Nepal is that 
water IS to Nepal wh,ii oil has been tu west 
Asia, namely a suurec ot avenue thiough 
the export of energy frniii large hvdro-eh\ Inc 
projects - there is anwlier school ui thought 
in diat county that ai|tues for peopie-ccntied 
devehipniuni through.small and medium, local 
schemes and ptojccis which am susminablj 
and in hannony with ii.iture The voice ol itu; 
latter, hiiwover is noi ihe doniinani one 

3 The Mahakali is the name ni the nvci in 
N>-paJ, alior it cnisses into India, the Indian 
name is toe .Sanula 

4 Komah alier it crosses into India is known 
as die Gh,igra 

5 In what follows -.irli, i papers hy the aulhoi 
have been drawn upon to some exieni .*iee 
Kference.s 


6 ApraLiicalaiKlotgectiveie-aueasineniofllie 

‘ needsofCa)cuttapon,inihelightofaicalistic 

appiccialion of the kind of future it has, is 
mil easy in the coniext of an emuiional 
aiiachment lo Ihe port and fears of large-scale 
lelicnchtnent of the labour force 

7 Uufing the penod frmn 1990 onwards, when 
there was a virtual impmse between the two 
governments on ibis issue, the Centic for 
1‘oliiy Research (CPR). New Delhi, the 
Insiiiuie for Integrated Oevciopincni Studies 
(IIDS), Kathmandu, and Ihe Bangladesh 
llnnayan Panshad (BUPI. Dhaka, were (and 
conliniie lo be) collaborators in a study on 
the upiimal utilisation of the eastern 
Himalayan rivers lor Ihe benefit of India, 
Nepal anil Bangladesh, and among the 
Mihieiis studied was Ihe Ganga waters 
dispute I he author was a part ot these rtfoi Is 

T licie IS mason to believe ihal these eflorts 
at a non ulficial level (oRen relcned to as 
'Irack ID did make a modcsi but useful 
4 oiitnhuoon to the search lor an agreement 
There was in lact considcriible interaction 
beiweeii Track T and 'Track IT from tlie 
latter halt of 1993 to December I9‘'h 

K In the |x-iiod Apnl 21-30 when Bangladesh 
would have received 34.300 cusccs under the 
old .igreeiitenls, they will now get 33,(X)0 
eusecs under the m-w tieaiy. thus achieving 
.) slight iiiiprovcincnl - an important 
negotiating point on their port Un the other 
hand it h.ut been a gtievancc of West Bengal 
iliui the old agieeiiicnts had been generous lo 
Bangladesh al its cost, this is partly met by 
the ,Uloc.ilion ul 33 (XX) eusecs lo India in 
tiuce I Oday penuds out of six It will be noted 
lhal this IS really the equal shoring pnnciple 
in a diflea-nl ionn 

9 It iii,iy he added that there is no evidence so 
(ar lhal incFeasc*d upslicam uses have led to 
a sigiiiricniii R'duclion in Ihe flows at Parakka 
coiiipaied to ilic flows last jointly determined 
in the l97Us As the flows were very good in 
I99X and 1999, it is clear that 1997 was 
merely a relatively bad year, and did not 
indicate a trend 

10 III tact, iwice .lining the lean penod India 
iiimictaicd its own withdrawals to ensure a 
bcttei flow to Bangladesh, and in the penod 
as a whole Bangladesh received in Ihe 
aggregate a slightly luiger quantum of water 
than Us slkuc This does not lustify a shortfall 


in one particular 10-day period, but it is at 
least on indteidion ot goodfaith andhonourable 
intentions on the pan of India 

11 In passing It may be noted that some parallel 
observations could be mode by the Americans 
about India's attitudes to the US 

12 It may be added that Bangladesh goes so for 
a.s lo argue that it is a 'stakeholder' in the 
enure Ganga system and should be consulted 
orkept inlarmed about any inierveniion, iiui|or 
or niinoi. at any pomt in the system from the 
Gongoin downwards It is not possible to go 
into this in detail here, it is menhoned in 
passing only as an indication of on extreme 
lower riparian position 
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Itansformation of IHbes 

Terms of Discourse 

Virginios Xaxa 

Sociologists and anthropologists tend to see as the end result of social change in tiihal India the 
tranrformation of any given tribe into a caste or just another socially stratified group, or the merger of 
the tribe in the peasantry. Questioning the assumption of loss of tribal identity, this article attributes it 
to the study of tribes not as communities in their own right but in terms of affimtv or non-affnuty with 
mainstream communities. 


THERE are more than 400 groups in 
Indian society which are officially des¬ 
ignated as scheduled tribes These groups 
have all been undergoing changes. Tlicse 
changes have been observed and described 
by a variety of persons for nearly 100 
years, but their consequences and impli- 
catirms have been seriously misconstrued. 
The conventional wisdom among anthro¬ 
pologists has been that when a tribe 
undergoes change through a loss of iso- 
latirm and through close integration with 
the wider society, .srxineror later, and with 
unfailing regularity, it becomes a ca.ste. 
While this may have been true to a greater 
or lesser extent till the forties, the argu¬ 
ment IS no longer valid. Yet anthropolo¬ 
gists have gone on making such a general¬ 
isation - and de.spite inadequacy of data, 
concept and argument to support it 

Now, while tribes continue to undergo 
changes of many kinds, the.se no longer 
transform them into castes. The Oraons 
today practise various religions and speak 
more than one language; they earn their 
livelihood from a variety of occupations, 
both agricultural andnon-agncultural. Yet 
they remain Oraons in some socially 
significant sense. They have not become 
a caste with any definite standing in the 
caste hierarchy. This argument has impli¬ 
cations not only for the understanding of 
tnbes but also for the understanding of 
Indian society as a whole. The most 
important implication is that new castes 
are no longer being formed, whether, by 
the transformation of tribes into castes or 
by other means. Tribes have become 
peasants and socially differentiated enti¬ 
ties but. contrary to views held, without 
any loss of their distinctive identities. 

Caste and Tribe 

Diversity or heterogeneity has been 
icrmed one of the hailmarics of Indian 
society. Religion, language, region, caste 
and tribe have been considered to be the 
most important distinctions. But not all 
of them have been conceptually and theo¬ 
retically as contentious as the category of 
tribe. It has general^ been said that the 
categories of religion, language, region 


and ca.stc have been rooted in the con¬ 
sciousness and the social relations of the 
people at laigo 'fhey have also had a long 
history Such has not been the case with 
the category of the tribe, it was added to 
the list mentioned above by the British in 
the 19th century That category is hence 
seen as a colonial construction [Beteille 
1995: Singh I9M3| Even so. it has come to 
beextensively u.sed in social science litera¬ 
ture ingcnenil and sociological and anthro¬ 
pological liicraturein particular as an aid to 
an undci.staiiding of Indian social reality. 

When the Bntisli began to write on 
Indian society, the term ‘tribe’ was utsed 
in general pai lance in more than one sense: 
in reference to a group of people claiming 
descent from a common ancestor, and in 
reference to a group living in a pnmitive 
or barbarousconditions.llie former usage 
has a longer history than the one which 
became prevalent after the colonial en¬ 
counter Yet it IS in the sense that devel¬ 
oped later (the primitive stage of living) 
that the term ‘ti ihe' has come to be mainly 
conceptualised in anthropological writ¬ 
ings The term has thus undergone changes 
in the concept in the course of hi.story. 

The early Dntish writings on India dtd 
ncH study groups nr communities from the 
ca.stc/tnbc perspective. The groups were 
studied in then capacity as human group¬ 
ings or communities, llieir description in 
caste/tnhe terms was a later phenomenon. 
It is therefore not very clear in which sense 
the British ethnographers used the term 
‘tribe* in India, especially in the early 
phase The impression one gets is that the 
usage in the sense of common ance.stry 
may have been more in vogue. References 
to the rajput. ahir and jat ‘tribes’ as well 
as the interchangeable use of the terms 
‘tribe’ and ‘casic* in 18th century writings 
on India tends to support such view 
Ethnographers evidently had difficulty 
differentiating one from the other at least 
in the initial stage. 

In the census reports of 1881, when the 
first ‘piopcr' all-India census was under¬ 
taken, the teiin used was not ‘tribe’ but 
‘forest tribe', and that too as a sub-heading 
within the bruadcrcatcgoiy of agricultural 


and pastoral castes. A somewhat more 
serious effort towards a distinction is 
reflected in the later censuses Kisley and 
Gait, in charge of the 1901 and 1911 
censuses respectively, added ‘so-called 
animists’ in the tabic for caste and others. 
Marten followed the same pattern in the 
1921 Census, except that he changed the. 
heading from ‘animism' to ‘tribal reli¬ 
gion'. Hutton continued with the distinc¬ 
tion between tribes and others in terms of 
religion and tribes were distinguished from 
not in terms of caste or castc-like features 
For Hutton the tnbe-caste distinction could 
be maintained only thus 

Tribes were thus defined as those that 
practised ‘animism* Of course those in 
charge of the census operations were not 
salKsficd with this basis of demarcation of 
the tribes They were of the vie w that there 
were difficulties in distinguishing the 
religion of the tnbes from that of the lower 
strata of Hindu society. Keeping these 
observations in mind Ghurye ll%3:20S} 
went to the extent of observing that .so- 
called aboriginals who form the bulk of 
the scheduled tnbes and who have been 
designated in the censuses as animists are 
best de.scribed as ‘backward Hindus'. 

In the post-independence penod one 
finds more systematic efforts to distin¬ 
guish tnbe from ca.stc. And yet, .scholars 
have not am ved at systematically worked- 
out critena to this day It has generally 
been a.s.sumcd that tnbe and caste repre¬ 
sent two different forms of social 
organisations - castes being regulated by 
.he hereditary division of labour, hierar¬ 
chy. the principle of purity and pollution, 
civic and religious di.sabililics, etc, and 
tnbes being charactcn.sed by the absence 
of the ca.ste attributes. 

The two types of social organisations 
are seen as betng governed by different 
pnncipics. It is said that kinship bunds 
govern tribal society. Each individual is 
hence considered equal to the othcis. The 
lineage and clan tend to be the chief unit 
of ownership as well as of pnxluctioii and 
consumption In contrast, inequality, 
de[iendency and subordination are inte¬ 
gral features of caste society It is also said 
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that rnbes do not difTerentiate as sharply 
as caste groups do between the utilitarian 
and non-utilitarian function of religion 
Caste groups tend to maintain different 
forms, practices and behaviour patterns 
for each of these two aspects of the re¬ 
ligion Tribes in contrast maintain similar 
forms, practices and behaviour patterns 
tor both functions 

Tribes and castes are also seen to be 
different in respect of the psychological 
disposition of membei s. Tnbes are said to 
take direct, unalloyed satisfaction m the 
pleasures of the senses - in such areas as 
food, dnnk, sex. dance and sung - whereas 
caste people maintain a ccitain ambiva¬ 
lence about such pleasures Furthei. in the 
‘jatr society, the village is expected to be 
culturally heterogeneous, with each jati 
following a unique combination ol cus¬ 
tomary practices. Tribestncn, on the other 
hand, expect their society to be homoge¬ 
neous - or, at iea.st, not necessarily het¬ 
erogeneous IMandelbaum 1^70.577] 

From attempt such as these certain 
images and perceptions have been devel¬ 
oped with respect to the 'tnhe' concept 
in India These include the absence of 
exploiting classes and organised slate 
structures; multi-functionality of kin.ship 
bonds, all-pervasiveness of religion; .seg¬ 
mented character of llie socio-economic 
unit; frequent cu-opcration tor common 
goals: shallow history, distinct taboos, 
customs and moral codes, the youth 
dormitory; a low level of technology, 
common names, tcrritoncs, descent, lan¬ 
guage, culture, etc [Pathy 1992'S0]. 

But these sets of attributes in terms of 
which tnbes are differentiated from castes 
are not possessed by a large number of 
groups identified as tribes iii India And 
even groups that do subscribe these at¬ 
tributes have dissimilanties At one end 
there are groups that have all these fea¬ 
tures and at the other arc those that hardly 
show these attributes The large majority 
of the groups, however, fall somewhere 
in between. The assumptions made about 
tnbes more often than not have, therefore, 
been misleading and fallaciou.s to a con¬ 
siderable extent. 

The only thing the tribes seem to have 
in common is. as Betetllc puts it, that they 
all stand more or less outside Hindu 
civilisation. And since the identification 
of tribes is also linked with political and 
administrative considerations, little effon 
has been made to critically examine it 
Railier the enteria have been uncritically 
accepted among social scientists. 

TilANSHlRMAIIO.V TO CaSTES 

The concerns of the British Raj's ad¬ 
ministrator scholars gaxe ri.se to the con¬ 
ception that tnbes Ir'cd in isolation from 


the rest of the population and had no 
interaction or interconnection with them. 
In coritta.st the mam concern ot post- 
colonial ethnography has been to show a 
close interaction between the tnbes and 
the laigei .society or civilisation The 
relationship has, of course, been differ¬ 
ently conceptualised Sinha [19.58] views 
‘tribe' as a dimension of little tradition that 
cannot he adequately understood unless 
It IS seen in relation to the great tradition. 
In contrast Betcille 11986:316] views it 
more in terms ol distance from state and 
civilisation in contexts where tribe and 
civilisation coexist, as in India and the 
Islamic world Though the distinction is 
maiiilained, the two are treated not as 
isolated but tn interaction with each other, 
liven when tnbes have been conceived as 
remaining outside the state, which has 
most often been the case, they have been 
viewed as being in constant interaction 
with civilisation: tnbal society has been 
seen not as static but in process of change. 

One ot the dominant modes in whicii 
the transformation of the tribal society has 
been conceived is in terms ot a tribe getting 
absorbed into a society that represents 
civilisation Both historians and anthm- 
pologi-sts have made such observations in 
the context of the past. Kosambi (1975) 
has referred to tribal elements being fused 
into the geneial .society. N K Bose (1941) 
makes a reference to tnbes being absorbed 
into Hindu society. A large number of 
anthropological works of the post-inde¬ 
pendence era still points to phenomenon 
such as tubes being absorb^ or assimi¬ 
lated into Hindu •'ociety or tribes becom¬ 
ing castes. Tribes arc said to have accepted 
the ethos of ca.sle structure and to have 
got absorbed within it. Hence they arc 
treated as hardly differentiable from 
neighbouring Hindu peasantry. Some of 
the well known tribes in this category arc 
said to be bhils, bhumijs, majhis. khasas 
and raj-gonds In fact, much of the social 
anthropological dcscourse on tribes has 
been primarily couched in terms of tnbes 
being transformed into castes. 

Nowhere 1 $ this better reflected than in 
the classitications of tribes jmivided by 
eminent anthropologists. Roy-Burman 
[1972] Hassificd tnbes into (1) those 
incorpoiated in Hindu society, (2) those 
positively oriented to Hindu society, 
(3) those negatively onentedand (4) those 
indifferent to Hindu society. Vidyarthi 
11977] talked of tribes os (I) living in 
forests. (2) living in rural areas, (3) semi- 
acculturated, (4) accuhurated, or (5) as¬ 
similated. Elwin [1944] envisaged four 
categones of tribes: (I) purest of pure 
tribal groups, (2) groups in contact with 
the plains but still retainingthe tribal mode 
of living, (3) groups fonniQg the lower 


rongs of Hindu society, and (4) groups 
fully adapted to the Hindu faith and living 
in modem style. 

The criteria of cla.ssification used by 
Vidyarthi suffer fur want of logical con¬ 
sistency Elwin went totheextentof willing 
that the whole abonginal problem was one 
of how to enable the inbesmen of the first 
and the .second classes to advance direct 
into the fourth class without their having 
to .suffer the despair and degradation of 
the third. Dube classifies tnbes almost 
along the lines spelt out by Elwin. Many 
others, including Bose and Fuchs, have 
not made specific classifications but do 
mention tnbes occupying cither the lower 
nr the highei rungs by getting absorbed 
into Hindu .society. 

Some scholars caution against such a 
conception of transformation of the tribes 
Roy-Burman [1983-1994] in his later 
writings points out that if the tran.storma- 
tion of tribe into peasant cannot be taken 
for granted nor can the lran.sformation ol 
ti ibc into caste in the Indian context. Pathy 
[ 1992 50-511 questions the dominant trend 
in the interpretation ot tribal transforma¬ 
tion. citing lack of historical and contex¬ 
tual evidence. Yet he endorses quite 
approvingly the observation of Kosambi 
that the entire course ol Indian history 
shows tribal elements being tused into the 
general society 

The transformation of tribes into castes 
IS conceived to occur through methods 
which have been diversely conceptualised. 
Kosambi [1975] considers adoption of the 
technology of Hindu society by the tnbes, 
the major method of absorption that takes 
place under the prevalent .system foi the 
organisation of production. He says that 
tnbes are drawn into the non-competitive 
sy.stem becau.se they find protection within 
It. Sanskntisauon is seen as another method 
through which tribes arc absorbed into 
Hindu society. The other significant 
method of tribal assimilation is what Sinha 
[1962,1987] calls the state fotmation. He 
states that the process of acculturation, 
Hinduisation and social stratification 
within the village could not be properly 
understood unless the data are examined 
in the broader context of the formation of 
the principality. He adds that the forma¬ 
tion of the state provided the decisive 
socio-political framework for the transfor¬ 
mation of the tribal system into the re¬ 
gional caste system. 

SANSKHmSATION 

Scholars have conceptualised divenely 
the processes of social change experi¬ 
enced by tribes in contact with non-tribal 
societies. This is evident fiom the range of 
the terms used for capturing the processes, 
the most common being 'Sanskritisation' 
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and ‘Hinduisation’. At times anthropolo¬ 
gists have also used ‘Kshatriyisation’ and 
‘Rajputisation’ as substitutes for 
‘Sanskrittsation*. These terms describe 
different social processes at work, though 
in actual empincal reality these processes 
coincide and overlap There has been a 
tendency among the social scientists to 
use them interchangeably. More often than 
not the difficulties arising from the use of 
such terms are overcome by use of such 
generic terms as ‘acculturation’, ‘assimila¬ 
tion* and 'absoiption' However, the main 
processes in terms of which the transfor¬ 
mation of tribe into caste is interpreted arc 
Hinduisation and Sanskntisation 
The question is whether such processes 
as Hinduisation and .Sanskritisation lead 
to the dislocation of tribal society and 
pave the way for its absorption into Hindp 
society. Does a tribe by virtue of accul¬ 
turation cease to be a tribe and become 
a caste'f Almost all the .scholars referred 
to earlier tend to think so To these schol¬ 
ars. tnbes eventually cease to exist as 
entities independent of the caste society 
from which they vick earlier differenti¬ 
ated The fact of the matter is that while 
this may have been the case in the past. 
It is not true of India after independence. 

Since acculturation or transformation of 
tnbes into castes is attnbuted to the pro¬ 
cess of Sanskritisatioii/Hinduisation. it is 
imperative at the very outset to examine 
the appropnateness of these terms and 
concepts Sanskritisation is seen as a 
process whereby communities lowcrdown 
the social ladder emulate the lifestyle of 
the dominant caste of a region. By this 
process of emulation, the lower castes 
would move up in the caste hierarchy 
.Sociologists and social anthropologists 
have broadened the scope of this concept 
to dc.scribc a certain process of change that 
has been going on in tribal society. Is this 
extension of scope valid? In the author's 
view It is far from appropnate. The ex¬ 
tension IS inappropnatc because it assumes 
that tribes are part of Hindu society and 
caste society. But tribes have been con¬ 
ceived of as tribes precisely because they 
are outside Hindu as well as ca.ste society. 
Sanskntisation demands that tribes must 
first enter Hindu society 
The question that arises is whether 
Hinduisation is the same as Sanskntisation. 
The two are interrelated, but it may be 
more appropriate to describe the processes 
involved in the context of tribes as 
Hinduisation. This is so because climbing 
up the caste ladder is not the ovemding 
concern among the tribes. Of course it is 
not possible to conceive of the Hindu faith 
and practices outside organisation into 
castes. Hinduisation invariably enuils 
assuming some caste status. But the status 


that is accorded to is said to be ‘low caste’ 
If this IS the case, where is the process of 
social mobility for the tribes? What is it 
that tribes gam through this procetis? Nor 
have tnbes made claims for higher status 
[Hardiman I9K7-1S8-S9). Rather it is 
outsiders who impose such a sutus on the 
tribes. In fact, even after HinduisiUion tnbes 
remain by and large outside the hierarchi¬ 
cal stnictuie of Hindu society. If at all 
tribes have made claims they have been 
made only .liter they have been drawn into 
the larger .social structure of the neigh¬ 
bouring Hindu and linguistic community 

Take the ca.si* of the meteis and the koch- 
rajbongshis. who unlike other tribes have 
taken to Hinduism as a whole. It is not 
deal what caste status and caste name they 
a.ssunied alter adopting Hindui.sm Their 
claim of kshatiiya status was made much 
alter their adoption of the Hindu way of 
life. Moreover, it was made for the whole 
ot the community and not for a segment 
ot it Hardly any elaborate caste differen¬ 
tiation exists within the tribe. It at all there 
are brahmins, they are immigrants. In 
Manipur they are not from amongst the 
meteis hut belong to other ethnic commu¬ 
nities and ate not considered part of metci 
society The latter too see themselves as 
different from the meteis. 

Likewise, the integration of the koch- 
rajbongshis who have embraced Hindu¬ 
ism as well as Bengali/Assame.sc with the 
dominant regional community had been 
far from complete. In fact, they are ad¬ 
dressed and identified more by tteirethnic 
names than llie caste name. It is not even 
sure that they have a caste identity. That 
they have been claiming kshatriya status 
is an altogether different story. 

The problems with the concept of 
Sanskntisation of tnbes do not end theie 
There is also the problem of the reference 
group. It IS fui from clear from the litera¬ 
ture as to which of the ca.ste groups the 
tnbes (barnng those belonging to royal or 
chieftainly lineage) emulated in their 
respective regions The royal/chieftainly 
lineage hasinvanably emulated the rajputs 
and has entered into matrimonial alliances 
with them Tims whereas the upper strata 
of tnbal society got integrated into Hindu 
caste society, the rank and file continued 
to live outside Hindu society though there 
may have been a process of Hinduisation 
among them. Climbing up the ladder of 
hierarchy had not been theirroainconcern. 

Given all this, it would perhaps be 
appropnateto speak of Hinduisation rather 
than of San.ski.tisation in the context of 
tribesinindia Hatalltnbrsconsidcisomc 
castes superior, it is not because of the 
caste factoi per se but because their 
members hapfwntobe jagirdars, thicadan, 
lambardars, etc Why do tribes Hindui.se 


thcmselve.s even though they attain no 
higher status‘s Do they want to be ab* 
sorbed into the larger society? Well, this 
may have been the ca.se in the past but no 
longer Tixlay. acculturation lor tribes 
means adopting the ideas values and 
practiccsul the dominant community rather 
than being pan ot that society by as.suming 
a caste status. 

HlNDtll.SAriON 

Is the process ol Hiiuluisalion suihcient 
ground ioT designating a group as a caste? 
Is It not possible for a tnbe to be Hinduised 
and yet to remain outside the ca.stc system, 
and to be governed by tribal pnnciples of 
social organisation? Such questions have 
either not been given sulTicienl attention 
Ol have been overlooked in studies which 
place tnbes inacasteorcis ilisation frame¬ 
work. II Hindu society cannot be under- 
stwKl otherwise than as a caste society, 
the transformation ot tnbe into ca.ste or 
Hindu .siK'iety as the scholars have been 
pustulating IS pinblematic Indeed, the 
whole argument'of the tran.sformation of 
tribe into caste seems to be misplaced and 
even erroneous. 

Theoretically it is po.ssible to embrace 
a Inrm ot Hindu faith and practices with¬ 
out becoming part of Hindu society in the 
caste sense. If Hindu society and caste 
oiganisation are inseparable, however, 
Hinduisation alone cannot account tor the 
translormation of tribe into caste. In fact 
sociologists and social anthropologists 
need to consider other questions: do tribes 
actually become part of the structure of 
caste society after they have taken to 
Hinduisation/Sanskritisation? What caste 
identity do they assume and what position 
do they occupy in the caste hierarchy? Nor 
IS It clear whether all groups involved in 
the prcKcss of Hinduisation occupy the 
same position or there is hierarchical 
arrangement among them as in the case 
of the daiits 

Also what caste roles do such £;oups 
assume, say. in villages of Chhotanagpur 
in which banias, brahmins, rajputs and 
others live alongside the tribais? In fact, 
the nature of tnbal people's interaction 
with the caste members of society is 
governed more by consideration of market 
and economic interdependence than by 
punty-pollulion ones. Further, their lives 
continue to be grounded op kinship bonds 
and the absence of hierarchical ordering. 
In short, tnbes do not have any kind of 
.siKiat, cultural ot ntual dependence on 
caste society even after acculturation mb- 
the Hindu heliel system and practices. Is 
It appropnate then, to study people des¬ 
cribed as tribes from the perspective of the 
caste .structure*' The anthropologists have 
tried to iind ca.stc where it dues not exist 
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It is also lo be stated that tribes have 
not moved intoprocesscs likeHinduisaiton 
or San&kntisation as whole groups. The 
general pattern is that only a section of 
a tribe moves to a new pattern of life, 
provided by say Chnslianity, Hinduism or 
Islam. If thi.s is the ca.se more often than 
not, can wo describe some members of a 
group as a caste and others as a tnbe*' 'fhe 
cmpincal reality of a village in which 
tnbes form a minority and arc absorbed 
into the Hindu fold is inappropriately 
extended to villages iuui regions where 
they may not be in a minority and where 
even if Hinduisalion operates it may not 
lead to abandonment of tribal identity 
Where, however, tribes have taken to 
Hinduisalion en bloc, they have to a great 
extent moulded themselves along caste 
lines. They have even identified them¬ 
selves in caste terms and others toii have 
addressed them as castes rather than as 
tribes The koch-rajbongshis of Assam 
and We.st Bengal arc a case in pmnt. But 
the phenomenon of the group as a whole 
moving to adiffcrenl value system is rather 
rare. Even where such a thing has hap¬ 
pened, it has not given rise to a hierarchi¬ 
cal caste structure. The gniup as a whole 
tends in general to belong to the same 
caste stratum. Nor is the group adequately 
integrated into the caste structure of the 
neighbounng regional community 

In examining the question of the trans¬ 
formation of tnbe into caste, it is not 
enough to look only at the rclation.ship 
between tribes and caste society Tliere is 
also a need to consider how tribes them¬ 
selves perceive their equation with caste 
society. After adopting certain Hindu 
beliefs and practices, do ttilics identify 
themselves as tribes or as castes'' The 
imponant route along which tribes under¬ 
went Hinduisalion ot Saaskritisation is 
what anthropologists have desenhed as 
the 'religious/cultural movement'. Among 
the tribes, the movement is better known 
as the Bhagat movement. 

It is interesting to note that tnbes even 
when they have been Hinduised desenbe 
themselves not as Hindus but as Bhagais 
It is outsiders, census officials and anlhio- 
pologists. who tend to describe them as 
‘Hindus'. Anthropologists have even been 
prone to describe them as castes. Tribes, 
however, do not identify and designate 
themselves as belonging to different castc.> 
in the sense used and understood by the 
outsiders and the social scientists. No¬ 
where IS this aspect ot distinctive identity 
more glaring than in the movements 
launched by the tribes, especially those 
peitaining to autonomy, land, forests and 
employment In *he.se movements the 
divide between caste and tribe has been 
relatively sharp And yet tnbes that have 


been Hinduised have shown solidarity with 
groups described as tribes rather than as 
castes 

In short the process of Hinduisalion is 
necessary but not suificicnt for tribes to 
be integrated into caste society. To be 
intcgiatcd tribes must be drawn into the 
siK'ial organisation of the caste. That by 
and laigc. is not an empirical reality. 

Lanciiaoi 

The discussion above points to the fact 
that It IS not possible for a tnbe to become 
a caste without being first integrated into 
the struciurcof Hindu society. Where such 
inicgration has occurred, a very important 
process has been the adoption by the tnbe 
ol the language of the regional commu¬ 
nity A caste as a social organisation is 
opiTaii ve only within a linguistic commu¬ 
nity Hence it is possible for a tribe to 
become a caste only after it has been 
assimilated into the regional linguistic 
community such as the Bengali or the 
Onya oi the A.ssamcsc community. This 
process which is so central to integration 
with the regional community and therc- 
fotc casic society has been glossed over 
by sociologi-sts and social anthropologists 
In fact. It IS not possible to get integrated 
into the caste society without first getting 
integrated into the linguistic community. 

Tribes have been differentiated not only 
fiom castes hut also from the dominant 
community of the region. The dominant 
community is invariably a linguistic com¬ 
munity Besides representing a language 
it also rcprc.scnts a .set of customs, a social 
organisation and a way of life. This raises 
an interesting question: should a tnbe 
which has bccoim* Hinduised and even 
*castc-like' he ticated as a ca.ste or as a 
tnbe if il sticks lo its language? After all. 
tnbe has al.so been conceived in opposi¬ 
tion lo ‘lingui Stic community*. Can a gnmp 
be both a tribe and a caste at the same time'' 
This .seems far from tenable. 

Does a Hinducsed. Sanskntised tnbe 
become a caste if it retain its language, 
culture, customs, social practices and so 
on? While the influence of Hinduism or 
Hindus on tnbes is important, it does not 
make them Hindus To be Hindus they 
need to be drawn into the structure of 
Hindu MKiety, which is possible only if 
they get drawn into the structure of the 
regional lingucstic community. 

Tnbes were differentiated from non- 
tnbes on the basis of religion alone by the 
colonial ethnographers. But anthropolo¬ 
gists have distinguished tribes from others 
on several critena, the most important 
being language and the social organisation 
('f the caste. Tnbes have been treated as 
tribes precisely because they have been 
outside the dominant regional community 


and thus outside the complex of 
civilisation. One is not sure whether even 
after experiencing changes at the level of 
culture, including religion and language, 
a tnbe can be said to have become a caste. 
Much depends on the nature of its linka^ 
with the social structure of the legitmai, 
linguistic and ca.stc society. Indeed what 
seems to this author to be the most crucial 
feature for the integration of a tribe into 
the structure of the regional community 
IS not only religion and language but also 
the organisational structure of tlw regional 
community. 

One could say that linguistic accultura¬ 
tion is more imporUini than religious 
acculturation. Sociologtsls and anthropolo¬ 
gists have never given language the place 
it deserves in interpretation of the trans¬ 
formation of tribe into caste. And yet 
anthropologists have arrived at the con¬ 
clusion that tnbes are becoming castes or 
getting integrated into Hindu society. 

A tnbe which is drawn into a larger 
society docs not cease lo operate as a 
.society. Does a society cease, by virtue 
of cultural change, to ^ a society'' Does 
Bengali society cease to be a siKiely m 
the wake ot westernisation and 
modernisation within it'' Nobody ever 
denies theexistcnce and identity of Bengali 
society, but if cultural transformation 
occurs in a tnbal society the general trend 
IS to negate its existence Anthropologists 
have been swift to incorporate tribes in the 
larger society at the slightest sign of change 
in their life patterns. 

What the discussion poinUi to is that 
conclusions such a.H the ones reached by 
.sociologists/social anthropologists are 
based on inadequate ethnography, con¬ 
cept and even logic. There is hardly any 
inquiry into the ways in which a Hinduised 
tribe is linked with caste society and with 
Its nwis Also, no effort has made 
to ascertain whether an acculturated tribe 
IS regulated by caste or tribal principles 
of social organisation. Concepts such as 
San.skritisation and Hinduisalion are in¬ 
adequate for advancing the argument in 
support ot transformation of tribe intocaste. 

Tribe and Peasant 

Tribal society in India has been studied 
not only in relation to caste but also in 
relation to peasant society. In social an¬ 
thropological literature peasant society has 
invariably been conceptualised and stud¬ 
ied in contrast to tribal society. A tribe has 
generally been defined as a more or less 
homogeneous community having com¬ 
mon government, a common diolM and 
common culture 

But as Beteille [1960] puts it, it is one 
thing to show the boundaries between 
tribes and non-tribes or between different 
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tribes and quite another to spMify the 
charactenstics of tnbal societies in gen¬ 
eral. An attempt has therefore been made 
to specify these characteristics. Tribes have 
come to be defined by the features of a 
segmentary system. TItis means that tribes 
are conceived of not only as small in scale 
but also as representative of a structural 
type whtch ts quite different from the more 
complex social system in which the peas¬ 
antry and gentry coexist. Ideally then, 
tribal societies arc small in scale, restricted 
in the spatial and temporal range of their 
social, legal and political relations and in 
pos.sessionoramorality.reiigtonand world¬ 
view of a corresponding order. In short, 
tnbal societies are self-contained units. 

In contrast, peasant society is seen not 
as a whole society but as a part society 
with part culture. Rcdfield [1956], for 
example, uses the tcim pca.sant for any 
society ol .small puxiucers who produce 
for their own consumption through the 
cultivation of land and who form a .seg¬ 
ment of the town-centred economy and 
society. Similarly, Shanin | I973J defines 
peasants as small agricultural produceis 
who with the help ol simple equipment 
and family labour produce mainly lorlhcir 
own consumption anil loi the fulfilment 
ol their obligation to the holders of 
political and economic power 

There has been much inquiry in anthro¬ 
pology with regard to the extent to which 
tnbal people m India can he regarded as 
peasants The inquiry arises from the fact 
that not all the communities dcsciihed as 
tribes stand at the same level of develop¬ 
ment Accoidmgly, tribes have been clas¬ 
sified on the basis ol the characlen.stic 
mode of livelihmxi Bo.su j 1971 4-5], tor 
example, divided the tribal people into 
(I Ihuntcrs, fishers and gathercni.<2) shift 
mg cuttivators. (.3) siMtlcd agriculturists 
using plough and plough cattle. 
(4) nomadic cati'e-keepers, artisans, ag- 
ncultural labourers; and (5) plantation and 
indu.strial workers Some of these arc con¬ 
sidered no different from the non-inbal 
peasant population The process of 
peasantisalion among tribes in Indian 
hestory is attributed laigely to cultuial 
contact with the non-tnbal world It has 
also been attnhuted to the development 
strategy of Indian state especially after 
independence 

In support of the theory ol the transfor¬ 
mation of tribes into peasants .some schol¬ 
ars have ItKUscd on the fact that tribes 
have moved away from hunting/fishing or 
shifting agriculture to terraced or settled 
agnculture. Others note that tribes have 
shi Red to plough agnculture In fact, more 
often than not inbes have been described 
as peasants without the critena used for 
defining peasants being adequately ap¬ 


plied. Some scholars describe them as 
peasants because they see little difference 
in the way tnbes make their living from the 
way the larger nun-tribal community does 
There are of course scholars who have 
tried to look at the problem by system¬ 
atically applying enteria evolved in an¬ 
thropological wntings. Tlius. keeping in 
mind the segmentary system in terms of 
which tribes have generally been defined. 
Bailey [1961] differentiates tribes from 
castes peasants It is worth noting that 
Bailey was mote interested in differenli- 
ating tribe fiom caste rather than from 
peasant He iharacteriscs ciustc society as 
predominantly hierarchical'and organic 
and tnbal siKicty as basically segmental. 
Sinha 11965] finds such characterisation 
inadequate lie says there are .some parts 
of India where peasants, especially those 
belonging to the rajput and jat castes, 
approximate moic or le.ss clo.scly to the 
charactcnsttci of the tribes He goes to the 
extent ol viewing tribes as a special case 
of a little tradition within thecivili.satiun of 
India Bcicillc [1974.61] applies the con¬ 
cept of peasjni». as formalised in Shanm’s 
definition, to the empirical realities of the 
tribes inChhotanagpurand shows that the 
lealities there approximate to the concept 
ol peasant moiefhan the realities obtaining 
elsewhere among communities that have 
generally been desenbed as peasants 
The study of tribes as communities has 
given way to 'village studies’ Indeed, 
village studies are .seen as different from, 
Ol alternative to. tnbal studies. There is 
hide doubt that this way of contrasting 
tribal studies with villagcstudies is adircct 
consequence ol tlic false opposition be¬ 
tween tube and peasant posed in anthro¬ 
pological writings The diehotomy posed 
between caste and inhc in the siudv ol 
Indian six icty has also led to a dichotomy 
between the concepts ol tnbe and peasant 
Indian society has been .seen not only sis 
a caste society but also as a peasant so¬ 
ciety Tlie two in fact have bwn .seen as 
co-termmus Conversely, communities 
identified as tribes arc not treated as 
peasants and assumed to make a living in 
ways that aic diltcrcni from those of the 
larger caste society. Correspondingly, 
tribes in India arc seen apart not only from 
the caste dimension of Indian .society but 
also Irom die peasant dimension Hence 
any tribal community which has been 
making a living in the same way as the 
larger community is said in he cilhei in 
the prtK'css ol becoming a pea.sant society 
or already one Either in the pitrecss of 
ceasing to be a tribal society or already 
a non-lrihal society. Does it mean that 
there IS noihing left of the alinbuies as¬ 
sociated with the tribe in the changed 
situation ol the peasantisation process'' 


One IS confronted with such a problem ' 
because of the false diehotomy that bas 
been posed between tribe and peasant. 
Tribes can still move in the direction of 
the peasantry without losing the social 
attributes of tribes Sireial scientists have 
therefore not been quite at case even when 
they talk ol the iranstorniatnm of tribe to ' 
peasant. Oommen 11995 21-37], toi cx- 
ample, points out that with the advent of ' 
the settled agnculture among the tnbes. . 
they arc increasingly specialised as peas¬ 
ants hut that even the settletl agriculiunsts 
among them are not yet |icasants in several 
rc.spccts, particularly in the area of culture 

,S(M'iAi. DinLRi.NiiArioN ; 

'fiieie IS still d third term of reference ’ 
in terms of which tribes in India have been 
sludicd. and this is six'ial differentiation ’ 
.Sometimes this has been couched in terms 
of class or social stratilication while tnbal 
society has never been static, change has 
nevci been as unprecedented and dramatic ^ 
as in the last 50 years* Tnbal siKicty has 
moved from homogeneity to a consider¬ 
able degree ol heterogeneity 

To stait with, there is occupational 
dillerentralion in tnbal society One can 
find in the same siKieiy people who are 
engaged initgi iculiure i shilling or settled i ' 
or commerce. There are others who work 
as landless agricultural labourers, quarry/ 
mine workers, stone crushers, plantation 
woikcrs or industnal workers And still 
others are lawyers, dociors, teachers, 
government servants, politicians, etc. 
Along with occupational dilterentiation 
there have been dilferences ut wealth and 
income, giving rise to social stratification 
in the form ot class not only in the quali¬ 
tative as well as the quantiidtivc .sense. 

There have also biren diltcienccs ot , 
religion, ideology, values, political orien¬ 
tation. way ol life, etc, among the mem- . 
bcis ol a tribal community. In view of all ! 
this. It IS generally held that a given tribal 
society has become like any olhc” com¬ 
ponent ot Indian siH;icty and hence that 
siKiety IS no longer a tnbal society 

Basis for MisrosstRi'CiioN 

Elsewhere in the world, tribes are stud- : 
icd in then own right and against the . 
backdrop ol (he prcKcsscs at woik in those 
societies Unlike in India, they arc iK>t 
studied against the end point rcpreseinrd 
by communities that arc seen to he part 
of civilisation Wheieas elsewhere the 
locus of study has been on how tribes are 
changing and becoming nationalities or ‘ 
nations in the process, the locus tn India 
has been on bow tribes are becoming castes, 
peasants and stiatitied eommunitics And 
since these ate the features which 
charactense Indian society in general, tnbes , 
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are viewed as being absorbed into the 
larger society, in die process losing tMai 
identity 

Such an empirical and ctmccptual scen¬ 
ario in the study of tnbes exists in India 
precisely because of (1) the way tribes 
have been conceptualised in the anthro¬ 
pological literature and (2) the reference 
in terms of which they have been inves 
tigated In nutshell, tnbes have been stud¬ 
ied not in their own right but only in 
relation to the general Indian siKiely. the 
overnding features ol which arc caste, 
peasant status and social diilcrcntiation 

In the conceptualisation oi tribes in 
anthropology, three distinct but inter¬ 
related strands aic intertwined Tribes arc 
first of all invariably seen as society It 
IS a society like all other stK'ictics That 
is. it IS made up of people, it has bound¬ 
aries (people who either belong or do not) 
People belong to a society by viitue of the 
rules under which they stand, rules which 
impose on them regulai, determinate ways 
ot acting towards and in regard to one 
another. The charactciistic ot a tribe as a 
■sociciy IS lolated Ihmugh its boundaries 
At the .same time, boundaries have been 
defined linguistically, culturally and po¬ 
litically by anthropologists Boundaries 
set ceitaiii limit ot inieraciion in the legal 
political, economic and .social relations of 
Its members 

.Secondly, a tribe is also seen a.s a 
distinctive type of society Godcliei 
(1977..10), for example, sees tnbal societ¬ 
ies as being chaiacterised by certain 
positive and negative teaiurcs. the nega¬ 
tives being the ab.sence of literacv, 
civiii.sation, indusinalisation, speciali¬ 
sation. etc. The positive featares arc those 
absent in modem societies social lela- 
tions based on kinship bonds, all-pcrva- 
sivc religion, frequency of co-operation 
for common goals, etc Thirdly tribes arc 
seen as reprcscnnng a socio-political 
formation which with the passage of time 
will move on to a new stage such as nation, 
nationality or nauonhoiid 

While these three approaches have gone 
into the making ol the concept ol tribe, 
the last two have ovei shadowed the first 
What has happened in the process is that 
tribes have been pnmanly seen as a stage 
and type of society. They are seen as 
primitive, simple, illiterate and backward 
societies With the onset of changes in tlie 
features that constitute its specific features 
through education. s|iecialisation, mod¬ 
em occupations, new technology, etc, tnbal 
society IS no longer considered tribal 
society. It IS described as having become 
casir sixiety, peasant society or a socially- 
differentiated .sovicty as the rase may be 

What has happened is that anthropolo¬ 
gists and othci social scieiili'.is have 


overlooked the context in srinch the teim 
‘tribe* has come to be used in Indian 
sociciy in the Indian context tribes are 
identified and desenbed primarily in terms 
ot ihL'ir being outside civilisation. Such 
problems may not arise when tribes do not 
coexist tsith non-tribal societies. Indeed, 
problems of the type referred to above 
could be overcome by the use of the term 
'indigenous people' - but not without 
giving rise to problems of a different di¬ 
mension There is then something clumsy 
and basically wrong with the use of the 
leim 'tribe' in the Indian context 

'I'kibh ASCOMMUNirS 

In view of all this what is suggested as 
the tei in ot reference for the study ol tubes 
m India is the terms that tribal people 
thciiiselvc.s use to identify themselves and 
as they arc identilled by the people in 
adjacent habitations. It is common expe¬ 
rience that groups and communities 
biouglu undci llic broad category of tribe 
generally see say, as .santhais, oiaons, 
khasis orgaros and not as tribesmen. Even 
in history this was how groups now iden¬ 
tified as tribes were identified and ad¬ 
dressed Ray 11972-8-10] points to this in 
his mlioduetory essay in the volume ‘Tnbal 
Situation in India' He says, we know thai 
Ihcie were 'lanas' orcommuniticsof people 
like the savaias, the kullutas, the lollas 
the hhillas. the kliasas, the kinnaras and 
countless others whom today we know as 
‘tnbes' and who bear almost the same 
names Yet the term by which they were 
known to the multitudes of people were 
not ‘tribes’ but 'janas' meaning ‘commu¬ 
nities ol people’ 

If inbes arc studied as jana.s, the piob- 
Icins we are confronted with when we use 
the teim 'tribe' will he overcome Such 
an approach will enable us to assess trans- 
tormalions cxcurong in tribal scKicly in 
the diiection ot caste, peasant, .social 
diflcrentialion or religion without ques¬ 
tioning distinctive identity ol the group 
conceincd It means that the terms ot 
refciencc in tnbal .studies arc not to he 
such categories as caste, peasanthocxl and 
.s(K lal heterogeneity hut groups or com¬ 
munities such as the Bengalis, the 
Assamese and ihc Gujaratis The counter¬ 
parts ol inhcs are not castes or peasants 
but communities oi societies incorporat¬ 
ing ca.stes and peasants. The latter are not 
wnolc societies but only elements ol 
wholes. Tubes on the other hand arc 
whole .societies each with its own lan¬ 
guage temtory, culture, customs and .so 
on Generally speaking therefore, they 
must be compared with other societies 
and not, with castes, as has been the case 
in sociological and anthropological 
writings. 
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Learning to Pay for Your Lunch 

Reflections on the Union Budget that Almost Wasn’t 

Abhay Pethe 
Mala Lalvani 

Shorn of statistics and verbiage, a budget document is most important as a signalling device. This premise 
IS crucial to our treatment of the budget Looking at the statistics and arithmetic m the budget for 
1999-2000, the general impression which emerges is that the budget allocations do not conform with many 
of the commitments of the budget .speech, particularly in the case of economic .services - agriculture, 
irrigation, rural development and industries For .social services, however, the budget does seem to promise 
a somewhat better package. Of the les.sons that need to be learnt and which are very much hinted at in 
the budget, viz, learn to let go and learn to pay, are of essence. Internalising especially the last of these 
lessons by the principals (the public) involves facing and resolving contradictions in their own actions. 
Unless we stop pointing fingers and realise that there is no free lunch to he had, no budget, however well 


formulated, can really achieve ai 

I 

Preamble 

TIIE union budget foi the FY 1999-2000 
was presented some tunc ago However, 
toi R'asons all too well known, il was noi 
passed The tact that it was pas.scd in time 
IS some solace to the uonied citi/cns who 
were getting quite annoyed with our 
political jokeis. whose antics would he 
quite tunny il the matter were not quite 
so si'nous The political turmoil that has 
been loisted upon the citi/cnry oi India 
is dismaying to say tne least and it is to 
be hoped that saner elements would pre¬ 
vail Any comment on the budget in such 
ciicumstanccs would have been picmaturc 
to say the least Now that the budget has 
bi'cii finally approved we thought that we 
could retlcct on it in a non-hasty fashion 
This then is the reason for our piece 
appearing with a lag alter the budgets 
presentation Whethei the union budget 
warrants the attention it gets is besides the 
point, indeed in a fast and continually 
changing economic policy scenario its 
importance is pci haps overestimated, but 
no matter. There are the u.sual doubts about 
the statistical tnckery. grandiose verbiage 
and the omnipresent problems of imple 
mentation Such doubts often expressed 
in a partisan - and hence piediciablc - 
fashion belong to the realm of what we 
term as the ‘simultaneity bias' critique and 
hence will be .slighted by us in this papei. 
(It IS a well known fact amongst profe.s- 
sional economists that anyone can always 
ask the question about the so-called ‘si¬ 
multaneity bias' presumably meaningfully 
after any econometric presentation!). 

This paper has bniadly speaking two 
aspects. One. we try to pre.sent a perspec¬ 
tive view, trying to elicit some of the 
lessons that may be drawn from this specific 


tything. 

cxerci.se Firmly remaining within the pa- 
ranieicis given to us by the current context 
of the Indian economy, we generally look 
at .some of the lacunae and policy defi¬ 
ciencies and comment on how the current 
exercise scores in these terms Second, we 
look somewhat closely at the formidable 
ma/e of statistics and sec it we can sift, 
reconcile and intciprct some oi the goings 
on here First however, we must clanfy 
our own frame of reference using which 
we shall view and enroment of the budget 

Section II ol the paper outlines the 
conceptual tianicwork for evaluating the 
budget. Section III provides the relevant 
backdrop lor our analysis. Section IV runs 
through some of the major initiatives 
introduced in the present budget. In Sec¬ 
tion V we plunge into the maze of stati.stics 
- sub-.seciion V (i) traces the emerging 
tiends in the broad categories of expen- 
dituies and icLcipts of the central govern¬ 
ment, sub-section V (ii) examines how the 
present budget fares when the budgetary 
provisions are classified under develop¬ 
mental categories, sub-section V (in) com¬ 
pares the budgetary allocations made to 
the various key mmistnes under three 
different politiial parties that have formed 
the government, in sub-section V (iv) we 
undertake a simple econometric exercise 
to examine the trend pattern for select 
vanabics in budgets presented in the 1990s 
and also the behaviour pattern for some 
macro variables in between budgets 
Section VI spelb out the general lcs.sons to 
be leami and finally Section VII concludes. 

II 

Conceptual Frame for Evaluation 

Shorn of all the statistics and verbiage, 
a budget dtKumcnt is most important os 
a signalling device. This premise we be¬ 
lieve is crucial to our treatment. The signal 


- when credible - provides a parametric 
environment which feeds into the agents’ 
decision-making pnicess on one hand and 
makes life easier oi otherwise for the 
policy-makers on the other. It does this 
by creating certain expectations and giv¬ 
ing a fillip to other cxcsting expectations 
leading to the basic frame of reference. If 
one docs accept that one of the chief 
purposes of a budgetary exen'isc is to act 
as a signalling device, it is vital that the 
policy initiatives and pronouncements be 
credible It is perhaps not appreciated 
enough as to just how important this is 
for the very success of government policy 
This then is a crucial parameter on which 
to judge a budgetary performance Fur¬ 
ther, It also needs to be underscored that 
in looking at a budgetary cxcn ise. any 
absolute evaluation is not only unfair hut 
IS also not veiy useful in a constructive 
sen.se. After all no government begins 
with a clean slate and with ‘ideal initial 
condition and with all external impedi 
ments removed’. They have to be neces¬ 
sarily factored in The relevant macro¬ 
economic environment often places con¬ 
straints as indeed it docs create possibili¬ 
ties These include the inertia ol history, 
the constraints peculiar to the specific 
coalitional formation going into the 
makeup ol the government in place and 
the political economy compulsions in¬ 
duced by the cxpectatioiial frame preva 
lent at the time All tliese elements define 
the ‘degree of difficulty' in the pnKc.ss of 
budget formulation making it a 'second 
best’ exercise Performance evaluation 
should keep this in mind for it to be 
objectively meaningful as well as con¬ 
structively useful. Finally, ‘what is being 
at' npted'mustalsobckcptiiimindwhilst 
' ing oui the evaluation process Of 
t> s, one may have quanel with 'what 
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IS being aticmpred’ as against 'what ought 
to be done' But clearly objections of this 
genie arc a bird ol diflerent feather when 
compared to objections about ‘how what 
is being attempted issoughtto he achieved’. 

Ill 

Relevant Backdrop: Significant 
Other Factors 

The relevant (actors that need consider¬ 
ation emanate from K>lh internal as well 
as extei nal sources The point of departure 
obviously IS tlie inasro-cconomic crisis 
which started in early nimiies and the attci 
shcKks are yet being lelt Them has been 
no re.spiie and additional (actors have been 
creating furthei problems (or our policy¬ 
makers Closer to the pi csent ti me wc have 
been affected by Pokhran II and the lallout 
in terms ol sanctions imposed especially 
by the US ‘I'hcie has also been the east 
Asian crisis Starting from the attack on 
the Thai baht, the cuiitagion has spread 
like wild tire and engulfed in Us wake 
almost all the countries in the icgton The 
cllec'l was so severe that it has led to huge 
downsizing ol many ol tlie economies ol 
the icgion with catastrophic cllects loi 
their scKicty and polity The reasons for 
the crisis arc yei being undcrslood. but 
some of the lessons are clear First that 
the as.set-liabtlily maitagcnient is crucial 
- economic fundamentals can be ignoied 
only at one's own peril and that whilst 
capital account convertibility may be 
catalytic in its cflcci, on Us own it cannot 
start tlie crisis Thanks lo the liiiiued 
external cxposuie - despite the new iouiul 
'opening up' paradigm - India has man¬ 
aged to remain largely unscathed The 
tangential effect has been that theie doesn't 
appear to he the same kind ol uigency 
aboui the capital account convcrtihility ol 
the rupee us was evident in discussions 
some tune ago The sptcad ol the costs 
to Japan which is still ic'cltng with deep 
deptesston is not good news lor India 


Coupled with the sanctions jt has contri> 
buted not insignificantly to the less than 
impressive pcTlormanceofIndianexporUi. 
Internally loo the demand has been de¬ 
pressed due to the combined effect of 
compression of spending by the govern¬ 
ment on capital account notably infra¬ 
structure and the inability to get the in¬ 
terest rales down to a level that would 
allc-ci the olKakc in (erm.s of commercial 
credit Irom the banks. The spending by 
the goveinment by way ol increased pay 
hikes to us employees has not helped 
mutieis icgarding macro-fiscal manage¬ 
ment All this, despite tlic tact that lot 
umpteenth year in a row. wc have had 
good monsoons and can expect good 
agiiciiliural paxiuction. Thanks to (he 
indusiiial recession our impoit bill has 
been manageable and hence the eiinent 
account dcilcil has been not too worri¬ 
some especially as a ratio ol the CiDP 
Theie wcie several indications that we 
woic |ust about hoping to get out of the 
lul and resume our growth path at well 
above 5 per cent, when the political crisis 
has stiiick The uncertainty docs not iK'lp 
and II IS lo he hoped that the collective 
political wisdom ol this countrv will act 
responsibly lor once and take measures 
towards damage control These then aie 
the immediate parameters within which 
the present budget needs In be consideied 

IV 

Running through the Budget: 

Broad Strokes 

Let us begin by going over the budget 
in Us hioad aspects and aspirations The 
bioad stiategy of this budget is - as stated 
by the finance minister - sixfold' 

• Begin a mcdium-term pnicess ol rev¬ 
enue and fiscal deficit reduction, along 
the lines indicated by the Ninth Plan, 
which will free more rescuirccs lor pro¬ 
ductive investment and growth and 
contain inllalion 

TaHII I KiUII'IMH rENFRAI Govirnmin) 


• Undertake a major reform of imhrect 
taxes to promote productivity and em¬ 
ployment. 

• Deepen and widen economic reforms in 
all major sectors and accelerate itilemal 
hbcralisalion to relea.se the productive 
energies of our farmers. manufac(urer.s. 
traticrs and service providers. 

• Sateguaid the economy from external 
shocks, revive exports and stimulate the 
dome.stic engines tor gniwth revival 

• Sticngthen the knowledge-based indus¬ 
tries and thus prepare ourselves for the 
challenges of the new millennium 

• Revuali.se and redirect public pro- 
gi amines for human development, 
encompassing IoikI sccunty health care, 
education, employment and shelter. 
’Fhcir f(H.'us .simuld bo on empowering 
the poor and the weaker .sections, es¬ 
pecially those belonging to the sched¬ 
uled castes, scheduled tribes and otliei 
backward classes. 

These llicn piovide the paiamciric en- 
viionmcni of whul is to be accomplished 
using the budget, .so let us .see whut some 
ol the provisions are Agiiciiittiic contin 
lies 10 he ciiicial in India's economic 
pcrtoimunce although of laic the lela'ive 
importance ot it as a per cent .it CiDP us 
well as Its employment capacity have been 
on something ot a dei lino Also m roceni 
times wc have h.id years wheie despite 
agncullure not pt*ilorming (imi well the 
impact on industry has not been too great 
showing the vihiancy and n.:silienee ol 
India s indusin.il sector Water being the 
liIcbliXKlol agncullUR'has come lor special 
treatment A new national miualive loi 
watershed development has been mixued 
which u to foster ability at the micio level 
Watershed development fund is to be se' 
up and NABARD is to identily and cover 
100 pnonty dustnets in the next three 
years ntis is to he done through active 
msoivcmeni of giant panchayat.s, l(x;al 
.sell help groups and NGOs, the central 
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government is to provide matching grant 
to NABARD. Similarly accelerated irri¬ 
gation projects are to he focused on. with 
matching grants from the centre, where 
the states and other local bodies take the 
initiative and rationalise the water rates so 
as to cover at least the operations and 
maintenance costs. It is a well kiKiwn tenet 
for the success ot developmental projects 
that awareness and political conscious¬ 
ness and empowerment of grass nuits level 
workers is crucial It is in this context that 
the present initiative is welcome in that 
it encourage.s the participation ol gram 
panchayats. NGOs and local sell help 
bodies. Also the other welcome feature is 
there are no flat grants but only matching 
grants, so that initiative and eflort, sacri¬ 
fice and no little planning must be tonh- 
comtng from the ultiinale beneficiaries 
The same tenor is evident in the initiative 
to increase the credit and rural infrastruc¬ 
ture development The augmentation ol 
the dclinilion of pnoiiiy sectui to include 
the I(kk 1 and agro processing, the credit- 
linked capital subsidy scheme tor cold 
.Morage and the olf season incentive dis¬ 
count tcitilisci scheme are both innova¬ 
tive as well as welcome The same tenor 
IS evident in national programme lor rural 
indiislnalisution with the cluster approach 
Ol the national human development per¬ 
spective initiative, wherein the participa¬ 
tion ot gram panchayats is sought in a big 
and meaningful way, which wc believe 
will enhance the probability ot then suc¬ 
cess. Further, whelhci it is the setting up 
ot the pnmary health care tacilitics or 
starting a pnmary schtxil the onus of effort 
- in icnns ot both initiative and initial 
resouic-'s. which would he later matclud 
hy the centre - is firmly with local bodies 
There isu huge initiative as far as housing 
sector IS concerned, Ixith fur rural and 


urban areas. This is well known as a lead¬ 
ing sector with linkages all around espe¬ 
cially with the mfrastnicture industnes 
like cement and steel Apart from exten¬ 
sive expansion there is an effort (at least 
the intent) kh rcaie enabling environment 
for mortgaging, added credit to the sector 
and even a scheme for floating tax free 
municipal bonds apart from tax relief vis- 
a-vis inteivsi paid on loans tor housing to 
individuals and corporates. This is a bold 
initiative and along with the repeal of 
ULCA, IS hound to lead to buoyancy in 
the economy Especially in the post 
iiberaii.sdtion pliasc. credit to the SSI units 
has been less tlian satisfactory, political 
rhetoric apait. this ts a crucial sector in 
terms ol employment and although there 
are some steps taken to alleviate the prob¬ 
lem. they are nearly not enough. 

To sitengihen the external payment 
situation, tlieie is a need to encouiage 
exports, as well as non-debt inflows in the 
loim of foreign investment. This budget 
makes a headway in dismantling some of 
the regulations leading to automatic and 
hence spi'edv .ipprovals The budget also 
rccogncsi's the need to take steps tor re¬ 
duction ol transactions costs. Unfortu¬ 
nately there- IS a .separate body. Foreign 
Investment Implementation Authority, 
neing set up The general point one would 
like to make heie is that whilst on one hand 
there IS a concei ted and welcome i nitiati ve 
to reduce and integrate different authori¬ 
ties. such a step is unnecessary and waste¬ 
ful and with a potential for creating vc.stcd 
interest which must be avoided ‘fhe gold 
bond .scheme is a cousin (since the FM 
was quite firm in pointing out that this is 
not an immunity .si-heme) ol the many that 
wc have seen On the lace ol it .seems 
inicrc.sting and not without mcnl but the 
details will need to he worked out and only 
TabilS Eswsimt'w oi CrNUtAL OovLKNMijvr 


ihencfluldoneoptne about ilsoveFaii dfTecl. 

There are some not very novel sops fot 
'imparting vibrancy' to our capital mar 
kets The only noteworthy initiative hefe- 
seems to be Uie tax incentive for mutual 
I unds with over 50 per cent equity in th«r 
portfolios Much more needs to be done 
tor the stiKk markets in particular and 
capital markets in general and indeed some 
things arc being done to be sure. Budget 
IS really not the place tor groat initiatives 
in this area The mam problem here is that 
there arc no quick fixes which could be 
brought about hy adjusting a few rates 
here and there, hut indeed tlie need ts for 
an institutional ovciiiaul which is a long 
drawn process e.specially .since it involves 
not just .statutory changes hut acceptabil¬ 
ity hy participating agents Only when this 
happens could wc have a sKKk market 
which IS efficient in iis lunctio'iing and 
fullilling the dual puqiose ol pnee di.s- 
covery and imparting liquidity to llic 
markets and economy As ot now the 
capital nuikels and stock markets m 
particular arc really no where near tuliill- 
ing this lolc. with no real connection with 
macroeconomic variables and the .signals 
It emits with respect to ilic I luclualions arc 
not worth commenting upon, except in 
terms of thcirpurely political significance 
Let us now comment very hnefly on the 
tax proposals contained in the budget. On 
the direct lax front there is a proposal to 
levy a 10 per cent surcharge Given the 
financial position oi the economy ingeneral 
and government in particular, this is 
entirely justified Wc do not buy the aigu- 
metils ot the vc.sied inteicsi and the pam¬ 
pered middle-cl!is.s along with the '.supply- 
sidcrs’ that this would have disincentive 
efiect on the production in the economy. 
This IS essential il the lesourccs have 
to he raised given the compulsions ot 
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macro-fiscal management On the indirect 
tax Iront there is a wliolly commendable 
effort to take forward the steps initiated 
vis-a-vis the implementation of modvat. 
Similarly the efforts to rationalise the tax 
rotes and simplify them have to be whole¬ 
heartedly welcomed. No matter that in the 
simplification and clubbing process the 
effective rates on some of the commodi¬ 
ties will marginally go up. The initiatives 
for housing and mutual funds arc good but 
those regarding the special treatment for 
Un are not wholly welcome. Of course, 
given the political expediency we do not 
know of any finance minister with bold¬ 
ness enough to have acted differently The 
revenue raising effort by way of disinvest¬ 
ment and possible use ot it is less than 
honest and slights the eftorts and .sugges- 
tioas of the di.Mnvestmcnt commission. 
With these rather general comments wc 
now look at some ot the .statistics and 
arithmetic involved in this budget 

V 

Into the Mare of Statistics 

We now discard the pure general 
economist's cap tenipvirarily and don that 
of a technical economist or that ot an 
econometrician, as we boldly step into the 
maze of statistics Wc begin with the 
emerging trends in the aggregate picture 
We have already hinted at the role that 
expectational frame plays in mattcis of 
policy in general and budget in particular 
This is an obvious corollary ot our view 
of budget as a signalling device. The budget 
for 1999-2(XX) is an excellent illustralion 
of the significant role that expectations 
can play. Low expectations were built 
into the system prior to the budget for 
1999-2000 on account of the tinance 
mincsterpublicising the fact that the lorth- 
coming budget would be a ‘hard one* In 
retrospect, one can say that this lowering 
of expectations pnor to the budget was a 
.strategy which paid off. for the first re¬ 


action to the budget was certainly positive 
from most quarters. Subsequently, how¬ 
ever. there has been a careful reading of 
the fine pnnt of the budget and many 
dissatisfactions and grievances brought to 
the tore The following sections seek to 
draw attention to .some positives and 
negatives revealed when the stabstics were 
subject to closer .scrutiny. 

V (DliMLROlNUTRENDS- AriTiREGAII.PK'ItlRE 

One of the first things in the budget 
winch caught the attention of one and all 
and .sent out a ‘feel good' efiect was the 
tiscal delic'it reading at 4 per cent of GDP' 
I1ic statement about the removal of the 
share of states in small .savings from the 
calculation ot iiscat deficit and revised 
estimates ol GDP at 1993-94 ba.se did at 
first evoke a general round of re.sponsc 
that this was simply 'data fudging' Tome 
turthci consideration, however, does make 
one leet that it is not completely misplaced 
on the part ot the central government to 
say that it should not have as a part of its 
liabilities what is effectively the liability 
ot the state governments. With such an 
accounting change having been under¬ 
taken what. Ill our opinion, is ot utmost 
impoitance is that comparable figures be 
estimated tor the earlier period so as to 
make companson with at least the recent 
past meaninglul. 

Undoubtedly, the document ‘Budget at 
a Glance’ d'xss take .some initiative in this 
direction Fiscal deficit as a proportion of 
GDP has been graphed with both new and 
old GDP figures from 1993-94 onwards 
However, this is only a consistency in the 
denominator which has been restored For 
the earlier years, the figures fail to restore 
consistency in the numerator, i e, take into 
account only that portionof small savings 
which arc tor the centre alone. Wc agree 
that the amount being small no significant 
difference to the deficit GDP ratio is likely 
Tabi r t Ri ( Liprs as Pir Ctw oi'GDI’ t IWW BAst) 


to show up. However, in level terms the 
numbers would undergo a change in both 
capital rccei{Ks and in loans and advances 
to states and union territories which forms 
a part of non-plan expenditure. With the 
numbers on the share of small savings net 
to the centre readily available in the budget 
diKument we dcci^d to do this small exer- 
ct.se and obtain a const.stent senes for the 
penod 1990-91 to 1999-2000 (BE). Two 
changes were made towards this objective: 

• Undei the category non-plan expendi¬ 
ture in the sub-category loans and ad¬ 
vances for the period 1990-91 to 1998- 
99 (RE) we netted out the share of states 
and union temtones (see Annexure 9 
and 10 in Receipts budget 1999-2000) 

• On the receipts side under capita] re¬ 
ceipts in the sub-category small savings 
lor the period 1990-91 to 1998-99 (RK) 
we replaced the figure recorded in the 
budget document with the share which 
IS net to the centre, us has been done 
in case of the figure for 1999-2(XX) (see' 
Annexure 9 m Receipts budget 1999- 
20(K)) 

As .tiatud eailicr, making these changes 
does not make any significant change to 
the deficit figures as a pioportion ot GDt’ 
However, the level ot expenditures and 
receipts do undergo achange and we firmly 
bciievc in making use of consistent .senes 
tor the purpose ol further unaly.sis Tlic 
data senes for bniad calcgones ol expen¬ 
ditures and raceipts after making die above 
adjustments have been tubulated in 
Tables 1 and 2 and forms the basis ot the 
analysis that follows 
Based on the data we computed ratios 
ot the expenditure and receipts categones 
as per cent of GDP (the senes lor 1993-94 
base were coastructed using the link factor 
ot I 0878 gp'cn in Table 2 1 in the Eco¬ 
nomic Survey of 1998-99) The.se ratios 
have been reported in Tables 3 and 4 
Just as in the case ol receipts we also 
obtained expenditure.s as percent ot GDP 
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and plotted the broad trends. Table 4 
reports tte figures obtained for major ex¬ 
penditure eategones. 

The broad trends in case oi expenditures 
and receipts on revenue and capital 
account need no elaboration as they 
have been wntten and spoken about in 
almost every study dealing with the fiscal 
situation of the Indian economy. [Some 
ot the more recent studies include Reddy 
et al 1984; Mundic and Rao 1991; Khan 
1991; Kamik 1998, Lalvani 19971. The 
purpose ot the above exercise was merely 
to obtain a consistent senes of the broad 
heads ot expenditures and receipts betore 
moving on to an analysis ot the budget 
for 1999-2000 so as to enable any kind 
ol compan.son. 

We now attempt to adjudge the budget 
for 1999-2000 by comparing the budget 
allocations for broad eategones of expen¬ 
ditures and receipts with the revised esti¬ 
mate foi the year 1998-99 and the budget 
estimate for the year 1998-99 We com¬ 
pute three indicators based on which we 
shall he able to make some statement about 
the present budget and the performance 
of the government in the year 1998-99' 
Performance measure; 

GAPl = ((t998-99{RE)- 1998-‘)9(BE)1/ 
1998-99 (BEiriOO 
Signalling measure. 

GAP2 = II19990000 (BE) - 1998-99 (BE))f 
1998-99 (BE)1*1(X) 
Signalling mea.siiic 
GAP3 = 1(19990000 (BE) - 1998-99 (RE)]/ 
1998-99 (RK)|*100 
Note that loughly speaking, the first 
measure reflects the management and 
credibility that is incorpoiated in the 


Tabu 4 Emtnihtchis as I’m Cem of GDP I I99.V94 Basi) 



l<>9U9| 1091-92 

1991 9^ 1993-94 

1994 95 

1995-96 

1996-97 

1997-98 

1998-99 

(KEI 

1999 2(8KI 
(RE) 

Non plan cxpcnditon. 

12 00 

II 17 

10 64 

10 63 

9 99 

10 01 

9 70 

10 10 

10 68 

10 35 

Initial payments 

1*9 

196 

4 05 

4 19 

4 25 

4 11 

4 22 

4 20 

4 15 

4 40 

Defence 

2 65 

244 

2 29 

2 49 

2 24 

2 20 

2 09 

2 26 

2 12 

2 29 

- on revenue a/e 

1 87 

1 71 

1 58 

1 71 

1 SK 

1 55 

1 49 

1 67 

1 75 

1 67 

on capital o/c 

0 78 

0 71 

(171 

0 78 

0 66 

0 66 

0 60 

0 58 

0 57 

0 61 

.Subsidies 

2 09 

I 83 

1 56 

1 45 

I 25 

1 to 

1 16 

1 25 

1 19 

1 19 

Crams to stale and UT 

0 68 

0.58 

0 14 

0 27 

0 22 

0 49 

0 44 

0 28 

0 26 

041 

Oionts to foreign gnveinmeni 

002 

002 

1102 

0 02 

001 

0(^4 

0 02 

0 02 

0 02 

002 

Other non -plan expenditure 

1 94 

1 74 

1 19 

I 7.1 

1 67 

1 78 

1 65 

1 81 

2 11 

1 77 

Non-plan capital expenditure 

0 16 

0 12 

0 21 

0 11 

0 IK 

0 09 

-0 ()1 

0 06 

0 03 

0 11 

Loans and advances 

0 to 

0 01 

0 06 

0 14 

0 01 

0 04 

000 

0 05 

0 01 

(101 

Loans lo foreign goveinment 

0 10 

0 17 

0 01 

0 01 

0(K) 

0 01 

0(8) 

0 01 

0 01 

Ofll 

Uther loans 

0 20 

0 1.1 

0 10 

00.5 

0 10 

0 10 

Oil 

Oil 

0 12 

0 Id 

Non plan exp of UT 

0 17 

0 17 

0 17 

0 14 

0 06 

0 05 

0 05 

0 05 

0 05 

0 05 

- on revenue a/c 

0 16 

0 17 

0 16 

0 11 

006 

0 05 

0 05 

0 05 

0 06 

0 05 

- on capital a/c 

001 

000 

0 01 

0 01 

OIK) 

0 00 

n 00 

0 00 

0(8) 

0 00 

Plan expenditUR 

4 87 

4 61 

4 77 

4 98 

4.57 

181 

180 

1 78 

185 

185 

on revenue a/c 

2 17 

2 2.5 

2 ‘8 

2.83 

2 72 

218 

2 24 

2 25 

2 11 

2.11 

on capital o/c 

2 70 

217 

2 20 

2 IS 

1 84 

1 42 

1 55 

i 51 

1 52 

1 52 

Total 

16 87 

1.5 79 

|S4l 

1.5 61 

14.56 

n 82 

11 50 

1188 

14 51 

14 20 

on revenue a/c 

12 62 

12 26 

12 07 

12 33 

11 77 

II 48 

II 27 

II 51 

12 28 

II 86 

on capital a/c 

4 25 

1.52 

1 U 

3 27 

2 79 

2 11 

2 2.1 

2 11 

2 25 

2 .15 


^'luur: Computed from Table 2 
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budgetary process. The .second measure 
signals a break or .special direction that the 
budget IS taking Moic importantly, the 
final measure incorpoiates some learning 
as It involves revised estimates. These 
mca.sures can also be used to infer political 
game.smanship indulged in by various 
governmems (especially when picscnicd 
a.s a time senes, which we do not do here) 
in a back of tlic envelope sense. [For more 
sophisticated analysis of political games¬ 
manship see Pethc and Lalvani I907| 
The performance indicator GAP I indi¬ 
cates a cut in total expcnditua's to the 
extent ot 1 6f» per cent Prima tacic one 
would say that this may be rated as a 
creditable {^rfomiance and a step in the 
right diri'Ltion, lor runaway expenditures 
have been respun.sible tor high deficits 
However, what is important to examine 
IS the direction ot the expendituic cut A 
close look at column 4 ot Table 5 that pio- 
vides the details of the expenditure cuts 
tells a disconcerting story We lind that 
total cxpcndituies on i apiial account have 
been cut to the extent ot 30 Opcrcent while 
expenditures on .evenue account have 
shown a nse to the extent ot 4.16 pei cent 
Ot the non-plan expenditure categories 
interest payments an; up by 3 per cent and 
.subsidies hy I2pcrcsmi Onthcothei hand 
grant.s to states and union tenitoncs are 
lower to the extent ol 32 86 per cent and 
loans to stales and union territories lower 
to the extent ot 99 24 per cent Thi on 
the pciforniance lioni we find that the 
macto picture that emerges continues to 
renuun unchanged Political compulsions 
.seem to compel the policy mcasuics to 
continue along the beaten track that led 
us to the brink of disaster in 1991 
GAP2, which IS a vai lalion ol the budget 
esliniaic lor 1999-2060 ovci the budget 
estimate tor 1998-99 could he thought ol 
as one measure via which the government 
wishes to send out a signal of its inten¬ 
tions Going hy this mcasuic. total expen¬ 
ditures show a rise to the extent of 6 19 
pci cent, with expciiilitures on levcnue 
account up by 13.16 furr cent and expen¬ 
ditures on capital account down by 18 96 
per cent The trend noticed m the inten¬ 
tions ot the government si'cms to broadly 
follow the line ol pcrlormancc in 
1998-99 As regards the details, howcvci, 
there dnc,s appear lo he some change - 
interc.st payments are once again up this 
time by 17 3 per cent, defence is up by 
10 9 per cent, the increase in subsidies is 
to a lesser extent xs compaa'd to GAPI. 

I e, by 8 23 per cent 1'he most prominent 
depaituie fioir GAPI comes in the form 
ol giants to states and union terntones 
which IS iu>w up by 30 82 per cent (as 


isxn 


against -32.86 per cent according to 
GAPI). Loans and advances to states and 
union territories, however, continue to 
show a negative sign. 

GAP3, which measures the variation 
ovei the revised estimate fur 1998-99 
may be considered as yet anothei signal 
measure for the government According 
to tins ineasuic total expendtturcs arc up 
by 9 98 per cent. Going by this measure 
the most .significant and heartening signal 
sent out by the government is a cut in total 
subsidies to the extent of 3.43 per cent 
Many an economist have voiced their 
grave concern at the sharp rise in sub¬ 
sidies causing the finances ot the govern¬ 
ment to go awiy (see Mundle and Rao 
1991, Gulati 1989 Karnik and Lalvani 
1996, 19981 

A similar exercise ol computing GAPS 
I. Z and 3 was carried out for the hioad 
heads on ilic receipts side of the budget. 
The measures obtained have been reported 
in Table 6 


On the receipts side, (he performance 
indicator GAPI shows both, revenue and 
capital recciftts to have fallen short of the 
budgeted amount. Only non-tax revenue, 
market borrowings, recovery of loans and 
disinvestment of equity show up with a 
positive sign AccordingloGAP2.expect- 
atKuis from capital receipts as a whole have 
been lowered as compared to the budget 
c.stiiiiatc of 1998-99. Also external assis¬ 
tance IS expected to be lower than that wxs 
expected in the budget of the 1998-99. 
GAP3 signals lower receipts from market 
borrowings, external assistance and re¬ 
covery ot loans 

V (li) Budgi-t Provisions by 
Dfvcuipmintai rArE(iORn:s: How Dors 
nil. Pkeslni BunnnrFARE? 

Et'.vs.imic Scrx'u es 

Having broadly examined the budget 
foi 1999-2000 in the backdrop ot the pei- 
tormance in 1998-99 and in terms of the 


Tsbix S Variations in bxpTNiiiu'RFS 



1948-99 

1998 99 

GAPI 

I999-2(HX) 

GAP2 

GAP3 


(BH) 

(Rh) 

(Per Ct-nll 

(Bbl 

(I\t Cent) 

(Pei Cenli 

Non plan exp 

I9.S29S 

189753 

-2 84 

2(X>8K3 

5 93 

• 0’ 

lilt payments 

7.S00(/ 

77248 

3 (K) 

88IHH) 

17 33 

13 92 

l)i lento 

41200 

4I2IHI 

(‘ (K) 

45694 

10 91 

10 91 

- on lovonuc a/c 

(0840 

(lOK 

0 56 

33464 

8 51 

7 90 

on capital a/t 

10(60 

101X7 

-1 67 

12230 

18 05 

20 05 

Subsidies 

22025 

24681 

12 07 

23837 

8 23 

-3 43 

Grams to si and 1 IT 

675 ( 

.1534 

32 86 

8159 

20 82 

79 9.5 

Grams to loreign govi 

410 

421 

2 68 

429 

4 63 

1 90 

Other non-plan exp 

29746 

37768 

26 97 

35420 

19 07 

6 22 

Nun-plaii tapiial exp 

(|6K 

605 

-80 90 

2105 

-33 5.5 

247 93 

Loans and advances 

I429( 

109 

99 24 

121 

99 IS 

II 01 

Loans to tomign govt 

173 

128 

-26 01 

16(1 

7 51 

25 (K) 

Olhei loans 

1666 

2102 

26 17 

1988 

19 33 

5 42 

Non filan exp ni IIT 

X6I 

955 

10 92 

969 

12 54 

1 47 

- on revenue j/c 

896 

1024 

14 29 

1022 

14 06 

0 2(1 

- on tapilal a/c 

-35 

-69 

97 |4 

. 53 

51 43 

-23 19 

Plan expenditure 

72002 

6X371 

-5(M 

77()(X) 

6 94 

12 62 

on revenue a/i 

43761 

41448 

5 29 

46656 

6 62 

12‘=7 

on tapilal a/c 

28241 

26921 

4 67 

30.344 

7 45 

12 71 

Tol.ll 

267927 

258124 

-3 66 

2838K2 

6 19 

9 98 

On revenue a/e 

209411 

21X1(9 

4 16 

2.369R7 

13 16 

8 64 

I In tapilal a/t 

57866 

39985 

30 90 

46895 

-18 96 

17 28 

Stmue bxiH'nilituic Budget I499'2(XX) 

vol 1 






Tabu 6 VAKiAririNs in Rii iiprs 




1998-99 

1998-99 

GAPI 

1999-2(XX) 

GAP2 

GAPI 


(BE) 

(RE) 

(Per Cent) 

(BE) 

(Per Cent) 

(Percent) 

Revenue receipts 

161994 

157665 

-2 67 

182840 

12 87 

15 97 

Tax tevertue (nol) 

116857 

10'I5(7 

-6 26 

132.365 

13 27 

20 84 

Non 1 t revenue 

451.(7 

48128 

6 63 

50475 

M 83 

4 88 

Capital lecoipts 

10.59(3 

97226 

-8 22 

101042 

-4 62 

3 92 

Markel tKirrowings (ncti 

48326 

64911 

34 32 

57461 

18 90 

-IS 48 

bxt assisiantcIncO 

2337 

910 

-61 06 

845 

-63 84 

-7 14 

Retovery ot loans 

9908 

11504 

16 It 

11087 

II 90 

-3 62 

Small savings (net to O 

7440 

5212 

-29 95 

80(X) 

7 53 

53 49 

State provident fund 

5350 

5350 

OOO 

6(KH) 

12 15 

12 15 

Special deposits 

9495 

9238 

-2 71 

10460 

10 16 

13 23 

Disinvt ol equity 

5000 

9006 

80 12 

lOOIX) 

100 00 

1104 

1 ither Items of cap lec 

3877 

-8905 

-329 69 

-2811 

-172..50 

-68 43 

Total 

267927 

254891 

-4 87 

283882 

5 95 

It 37 

Revenue retcipis 

161994 

157665 

-2 6? 

182K40 

13 87 

15 97 

Capital reu'ipis 

105933 

97226 

8 22 

101042 

-4 62 

3 92 
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signals which it sends out, we move on 
to looking more closely at provisions made 
in the present budget by development 
categories. Whileall^ationsinleveltcnns 
are bound to show an increase what wc 
felt wouldbeinteresting toexamine would 
he the shares of economic services and 
social services. Undoubtedly, it would be 
pertinent to judge the present budget 
according to this criteria by considering 
the vanation in these shares ftom the budget 
andrevisedestimatesol 1998-99. Adhenng 
to the government classification wr con¬ 
sider these shares of economic and social 
services separately under plan and non- 
plan categones 

From Table 8 wc find that the share of 
Economic Services in total expenditure is 
less in the revised estimate of l998-9*t a.s 
compared to the budgeted amount by 0.46 
percentage points (GAP I) The budget for 
I999-2(XX) finds this share up by 0 34 
percentage points in comparison with tiic 
revised e.stimate of 1998-99 (GAP 3) but 
down by 12points tiom the budget estimate 
of 1998-99. 

LtMikmg at the suh-categones under 
economic services wc find that on the 
performance front (i e GAPl) the revised 
csii mates fell short of the budgeted amount 
for ail categones except mdustnes and 
minerals which exceeded the budgeted 
amount by 0.07 percentage (xiints. GAP2, 
1 c. the variation of the budget estimate 
lot 1999-2(X)0 over the budget c.stimate 
tor 1998-99 .shows a reduction tot agri- 
(. ulture and allied activities, rural develop¬ 
ment. irrigation and flood control and in¬ 
dustry and minerals. G AP 3, i c, a compan- 
son ot the budget estimate tot 1999-2(XX) 
to the revised estimate of 1998-99 shows 
a reduction for rural development and 
lor industry and minerals as well. 

Ilie negative sign lor agnculture, irri¬ 
gation and rural development in GAP2 
comes as a surprise after the emphasis on 
the significance of these expenditures in 
the budget speech, ^^leaking of water as 
the 'iifebUxid of agriculture* the finance 
minister has in his speech spoken of a 


‘Nationid Movement of Watershed De¬ 
velopment* and ahso spoken of the Accel¬ 
erated Irrigation Benefit Programme. As 
regards rural development, the budget 
speech spoke of a Natimial Programme for 
Rural 'Industrialisation. Undoubtedly, 
programmes such as these would go a long 
way in improving matters but on this front 
there docs not appear to be much reason 
for optimism for on the performance 
front we find that (he 1998-99 revised 
estimates have fallen short of the budgeted 
amount. Of course, the final picture 
would emerge only after the actual 
figures for that year become available. At 
this juncture it would only be appropriate 
to point out that in the Indian context 
there is considerable variation in the 
revised estimates liom the actuals |in this 
context see Pelhe and Lalvani 1997; 
Puttnaik 19<X)| 

In case of the .share of industry and 
minerals wc tmd that the budget estimate 
for I999-2(XK) lalls short of both, budget 
and revised estimates for 1998-99. Thi.s, 
ot courac IS an aggregate figure The FM 
in his speech made .special reference to 
'new sunri.se industries' and textiles 
Within textiles, the handloom sector has 
been spoken ol at some length. Borrowing 
the words ol the FM from the budget 
speech' 

In the National Agenda for governance 
iny guvemincni has already proclaimed 
our commitmcni lo the Handloom sector 
for providing services, technical and 
marketing tai iliiies tor the weavers. In the 
area of marketing I propose to introduce 
a new integrated Handloom promotion 
scheme. (paia 26, pp II). 

Such arc the strung words to promote 
the handloom sector and having found 
that the budget estimate for 1999-2000 for 
the share ol industries and minerals is 
down as compated with the budget and 
revised estimate of 1998-99 we thought 
it would be interesting to see the budget 
allocation lor the handloom sector specifi¬ 
cally. This has implications furciedibility 
of die government's announcements which 


are rather impratant. Tabulated in Table 
9 arc the budget allocations to the ministry 
ot textiles with the handloom industiy in 
particular. 

We find that while the budget allocation 
to (Ik: ministry of textiles is certainly higher 
than thetnidgci estimate for 1998-99, u is 
marginally tower than the revised estimate 
for 1998-99 As regards the handloom 
industry, the budget allocations for 1999- 
2000 arc tower than both, the budget and 
revised estimates for 1998-99 Thus, once 
again the commitments in the budget 
speech are not really reflected in the budget 
allocations and this surely doesn't help by 
way of increasing the credibility of policy- 
miners' pronouncements. 

SiH'ial Sen'ices 

As was done for Economic Services, for 
Social Services too we put together the 
plan and non-plan expenditure fur the broad 
heads under social services and computed 

Tabu 8 Variamuns in SHAur in Ecumimu 
S iRvii rs 

l/'er I mil 

GAPl GAt*2 GAP3 

ELononiic scrv (total) -0 46 - 0 li 0 14 

Agn and allied a.'i 0.42 -Ooi 0 41 

Rural development - 0 22 -0 29 0 07 

Img and flixNl i ontrol 0 02 -0 01 0(X) 
Energy -0 24 0 02 0 27 

Industry and minerals 0 07 -0 07 -0 |4 

Transport and uimm -Oil 011 0 44 

Sc Tech and environ -0 lb 0 06 0 24 

when: 

GAPl = 98X191 RE)-98«9( RE) 

GAP2 = 99/2{KX)(BH)-98X)9(BE) 

GAPl = 99/20(KHBF)-98/99(RE) 


Xmih r romputed lioin Table 7 

Taru 9 Buoolt AiuxAnoNS in 
OF Tr'iiuis 

no Minisiry 

IK\ 1 tore) 


Minisiiy ol 

Handloom 


Textiles 

industry 

1998-99 (BE) 

986 18 

151 6( 

1998-99 (RE) 

1(8)7 SO 

138 78 

1999-2(8)0 (BF) 

t006 Ifl 

118 10 
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Tabu 7 .Shans or Ecommh ScRvniis in Totai ExFFNOircRi 


iPei I ml) 



1998-99 

1998-99 

1998 99 

1998-99 

1998-99 

1998-99 

1999-2(88) 

1999 20(8) 

1999 2(88) 


Plan 

Noil-plan 

Toed 

Plan 

Non-plan 

Total 

Plan 

Non-plan 

Total 


BE 

BE 

BE 

RE 

RE 

RE 

BE 

BE 

BF. 

Uonomic services (total) 

35.95 

7 55 

ri'52 

13 93 

.174 

II 06 

14 01 

2 99 

11 41 

Agn and allied act 

5 22 

0.37 

1 68 

3 95 

0.19 

1 25 

4 /S 

0 51 

1 66 

Rural development 

8 17 

0004 

2 20 

8 14 

0 003 

1,98 

7 02 

0 004 

1 91 

Img and flood control 

0 52 

007 

0 19 

0.50 

0 06 

0 17 

0 45 

0 07 

0 17 

Energy 

6 24 

0 30 

1 90 

5 92 

0 29 

1 65 

6 25 

0 11 

1 92 

Industry ond minerals 

3 52 

0 19 

1 08 

4 20 

0 17 

1 15 

1 01 

0 27 

1 01 

Transpon and communication 

7 14 

0 46 

2 26 

644 

051 

1 9S 

7 16 

0 61 

: .19 

.5i tech and environ 

3 84 

0 76 

1 59 

149 

0 74 

1 41 

.( 88 

0X2 

1 65 
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the vanations in the total expenditures for 
each ot the categories 

In case of social services, on the per- 
fomiancc front ti e, GAPI) for all expen¬ 
diture heads the revised estimate has fallen 
.short of the budgeted amount However, 
the budget estimate for I9W-2(KX) has 
seen an increa.se as compared to both, 
budget and revised estimates for each of 
the categories Thus, ilie signal sent out 
on this front is certainly apo.siiivc one and 
one can only hope that the pet fomiance of 
1998-99 (to the extent that it is judged I roni 
revised estimates) will not be repeated 

This sub-section attempted to look 
somewhat clo-sely at the budget provisions 
of the .shares in total expenditure of 
developmental categories as grouped under 
economic and .social services and their 
variations from the budget and revised 
estimates for 1998-99 The genei al impres 
Sion that emerges is that budget allocations 
do not seem to conform with many of the 
commitmenLs of the budget .speech in ca.se 
of economu .sers'ices. jiarticularly agricul¬ 
ture. inigatioii. rural development and 
industries In ca.se of siKial services, 
however, the budget pi onuses a somewhat 
better package 

Yet another silver lining that emerges 
fromourcxercise inTablc which looked 
at non-plan ex|iendiiuie components and 
the variations from 1998-99 is in ease ol 
.subsidies, the well known weapon lor 
serving the intoiests ol intciest groups 
While the vaiialion between the budget 
and revised estimate fur 1998-99 was 12 07 
percent, the 1999-2tX)0budget promises 
to put some chuck on this cxpcndituic and 
lestncl Its incrca.se to 8 2.f pt'i c cut as«om- 
paied to the budget estimate ol I998-V9 
and to actually reduce it as compated to 
Ihe revised estimate ol 1998-99 to tlic 
extent of 143 pi‘r cent' Such being the 
very positive signal sent out by the piescnt 
budget, we thought it interesting to exam¬ 
ine the composition ot subsidies and sec 
the direction of this valiant effort 

Subsidies 

In all probability it is the reduction in 
the budget estimate foi subsidies ovei the 

1a 


revised estimate of 1998-99 on the basis 
ot which people in government have been 
making claims ol this budget not suc¬ 
cumbing to pre.ssures from any particular 
lobby In Table 12 we .sought to look 
moie ckxsely at Ihe composition of this 
.subsidy cut 

A distinct trend is noticeable liom 
Table 12 All three indicator measures 
Lomputed GAP I, 2 and 3 show’ a reduc¬ 
tion in food subsidy lor which there is .still 
.some case to be made on equity and 
cinciency grounds although there is no 
denying that many a vested interests are 
served by this subsidy too, SuKsidy lor 
indigenous fertiliser, which has been a 
long standing weapon in the armoury ol 
the gov ei nment to appease the Iarmlobhy. 
continues to occupy a prime position 
even in Ihc budget allocation for 1999- 
2(K)0 GAP3, however, shows that us 
inLiensc has been restricted to 8 7 percent 
G AP2 which shows the variation ovet the 
budget iccord lor 1998-99 shows an in- 
ticase ol 33 .3.3 per cent. Going by past 
track tecord and keeping in mind the 
pohtiLal compulsions of domociacy and 
moic so of a coalition government it 
does noi requite any great mind to 
piodict that subsidy cuts arc unlikely to 
niatciialise 

Vtiii) UriXiF.r Au ix'aii()N.s io Varioi's 
Minisikils 

Yet anoihoi mixie ofcxamining the claim 
made aKiut the present budget not catci- 
ing to vested interests is via examining the 
budget allocations made to the certain key 
minisli les and departments Karnik (1998) 
suggested kxiking at the ratios of revi.scd 
estimates to budget c.stiniates From his 
study lot 1997-98 and 1996-97 he de¬ 
lected that the government was not doing 
enough in areas which depend crucially 
on Mate support I le saw revised e.stimates 
lall .short ol the allocations (i c, RF7BE< I) 
for ministncs which deal with social issues 
like education, baste health, environment, 
watci a'sourccs and forests As against 
this, ministry of agiicullure, power, 
industry, home affairs have revised esti¬ 
mates far exceeding the budget estimate. 

i r HI .SliAKI Ol Soi lAl SrRVKTS IN ToTAI RxPf.NDII 


In the present study we decided to go 
along with this metli^ology and examine 
these ratios tor three diffesent years signi¬ 
fying one year in the term of the three 
different patties which havecome to power 
in the nineties and also to see if the present 
budget has broken with the past on this 
count. 

From Tabic 13 we find no significant 
difference in the pattern of budget allo¬ 
cations during the tenure of different ruling 
parties. Going by this catena the Con¬ 
gress government docs, however, appear 
to have performed better than its counter- 
pans as regards depanment of education, 
elementary education and depanment of 
niial development Based on this criteria 
if we were to judge the budget we would 
say the budget lor 1999-2000 contornis 
to previous patterns and fails to break any 
new grounci. 

V{iv) Examining 'inr. Tri'nd Faiii rn 
A SiMPi.1. Or-oNOMLiRir Ext rci.sf . 

Two simple ccononKlnt exercises were 
attempted to examine the tiend pattern 
The first exercise earned out was to fit a 
linear trend to broad heads ol cxpendituies 
and teccipts Residuals obtained Horn 
the trend function were then plotted 
Tlic residual plot with its hounds the 
conventional 5 per cent level were then 
examined. If the residual point lor the yeai 
1999-2(XK) lay outside the conventional 
significance levels this would in a way 

Tabie 11 Variaikins in Siiahl (»■ Six iai 
.Sib vices 

(Per lent I 


C5API GAl'2 OAIM 


Social .Services (Total) 

(1 

b<i 

0 

IX 

0 

87 

Edu, sports, youth attairs 

-1) 

OS 

0 

08 

(' 

n 

Meallh and taniily welt 

-0 

19 

0 

I.S 

0 

ts 

Walei supply, sonil 







housing and urban devt 

-0 

14 

0 

OS 

0 

19 

Infoand hioadcasnng 

0 

02 

0 

0.S 

0 

01 

Eaboiir and labour 







welfate 

-0 

04 

0 

01 

0 

OS 


where 

GAPI = V8/‘»9(RE)-‘»8/«‘WRE) 
GAP2 -- W/2(MM)(BE)-V«/<W(BE) 
GAPS = W/2(XX)(BE)-98/‘>')(REl 

Soune Cninpiited trom Table 10 


(Pei tent) 



1998 99 
Plan 

BE 

1998-99 
Non plan 
BE 

1998 99 

I olal 

Bh 

1998 99 
Plan 

RE 

1998 99 
Non-plan 
RE 

1998 99 
1ol.ll 

RE 

1999 2<XM) 
Plan 

BE 

1999-2(HK) I999-20(RI 
Non-plan Total 

BE BE 

.Social services 

22 6t 

2 48 

7 89 

21 65 

2.S8 

721 

22 7.S 

2 61 

wm 

Education, sporb, youth affaii 

A 14 

1 (X) 

2 44 

6.36 

1 12 

2 39 

6 S6 

1 01 

Health .ind laniily wellaie 

S 12 

0 IS 

1 fit 

4 7.3 

0 38 

1 44 

S 17 

0 42 

1 76 

Water supply, sanii.uiun 

Mousing and uihan 'levclopment 

S 90 

0 12 

1 AK 

S 94 

0 12 

1 S.3 

.S99 

U 14 

1.71 

Inloriiialion aiu! hiuadcaaing 

0 18 

0 41 

0 14 

0 18 

0 42 

0 36 

0 19 

0.47 

0 39 

1 ohoui iind labinii wella’i* 

0 27 

012 

0 11 

0 IK 

0 .10 

0 27 

0 17 

0.18 

0.32 


Soune Expeiidiluri Btidjicl l999-2tMK). vul I 
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be indicative of the fact that it was in 
a veiy simple sense breaking away from 
the established trend and was in some 
sense a landmark. Otherwise it could be 
as.sumed that at least in the aggregative 
sense die budgetary e.xercise was conser¬ 
vative. This kind of argument is admit¬ 
tedly simple and also .subject to the quali¬ 
fication that whereas at the aggregative 
level a budget may be con.scrvative. its 
‘landmaik' character may be due to the 
qualitative or micro level components that 
go to make the budget It is interesting to 
note that in case of almo.si all the variables 
for whom plots are'reported, the latest 
budget docs fall outside the band It may 
also be noted that in most cases this was 
the case for the 1991 budget too We 


leave it to the reader to draw their own 
conclusion 

Tlic residual plots obtained and the actual 
and fitted values for each of the above 
variables arc given in Table A. 

The Second Hconomelnc Exercise that 
we perform takes off from Haynes and 
Stone (1989). Haynes and Stone in their 
study of Political Budget Cycles sought 
to examine the behaviour pattern of policy 
variables dtit ing electoral terms ratherthan 
lookiorslidipblipsinthebehaviourpattcm 
ot the vat table in the year preceding and 
succeeding the election year. In this study 
we have sought to extend the same logic 
to examining the behaviour pattern of key 
variables in the in-between budgets. 
However, such a study would require us 


Tablf U Cummkiiion or Subsidii > 


BE 

RE CAPI 

BF. GAP2 r,AP3 

1998-99 

1998-99 (Per Ccnii l999.2(MHHPei rent) (Per Cent) 

Mujur suhsulies 19881 

2106.1 191 

22440 12 86 6 54 

FuihI (iniliidmg AUgar) 9400 

9100 -1 19 

8160 

K 94 -.1 91 

Indigenous ten 6000 

7.160 22 67 

80(X) 11.11 8 70 

ImpnDcd fen 98.1 

218 -75 79 

710 -2.170 211 1.1 

Sale of decent fen KXK) 

.1790 2613 

4100 .10 00 18 7.1 

Expon pioniutio 500 

175 t.llH) 

610 26 00 9 17 

Interest subsidies 19 

1416 .1182 01 

73 87 18 -94 92 

Ollier subsidies 2102 

. 2184 190 

1124 -37 01 -19 18 

TiUnl 22024 

24681 12 07 

21817 

8 21 -141 

Si'unr Expundituu* Budget !999-2(K)0. vul 1 
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Congress N.tiiiiiial Front 

BJP and Allies 


199.1-96 

1997-98 

1998-99 


RH/BE 

KE/BE 

RpyBF 

Minisiiy of agiiciiltuie 

0 99 

1 17 

1 07 

[)ep.inmcnt of fenilLscr 

1 21 

1 0.1 

1 21 

.Subsidy on industry tcniliser 

1 11 

1 26 

1 21 

Ministiy ot home afTairs 

1 07 

1 22 

1 04 

Polite 

1 10 

1 26 

1 09 

Ocpannicni ot heavy industry 

1 41 

1 .16 

2 19 

Minisuy )f textiles 

1 17 

1 48 

1 02 

Nun plan loans to PE 

2169 

2 29 

1 07 

Handlooin industry 

0 90 

0 8.1 

091 

Village and small indusiiy 

0 92 

0 92 

0 94 

Ministry of environment .uid forest 

0 91 

0 85 

0 70 

Wddlife preservation 

1 17 

1 02 

0 69 

Depanmem ot education 

1 11 

0 90 

091 

Elemeniaty cducaiion 

2 22 

0 89 

0 99 

Ministry of non-con eneigy 

MM 

016 

0 71 

I'lepaitinent of rural development 

1 43 

0 91 

0 91 

Ministry of water resounc 

0 92 

0 23 

0 96 

Major and medium irrigation 

1 04 

0 07 

1 02 

Minor imgation 

0 71 

0 80 

0 90 

Source Computed from Exiicndiiure Budget I999'2(XX). si 11 III' ratios for 

1997-98 are taken 

tmm Kamik (1998) 
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('onsiaat 

Trend Variable 

Total expenditure (TX) 

592.11 867** (6 161 

20647 224** (1176) 

Expenditure on revenue nccoun (RX) 

40289 667** (5 111 

18.166 406** (1112) 

Expenditure on capital account (KX) 

18962 2(X»** (9 27) 

2280 8182** (6 92) 

Total receipts (TRC) 

46602 267»* (4 40i 

21698 824** (12 711 

Receipts on revenue acciium (RRC) 

31819 667** (5 28) 

137119.1** il4ll) 

Receipts on capital account (KRCI 

14782 6* (1991 

7984 87** (6 69) 


Nous. Figures in parentheses arc i statistics ' Iniih ates signilKancc at 5 pei cent level * Indicaies 
significance a'.IO per cent level 


to have monthly data on the variables | 
that we wished to examine the behaviour { 
pattemol Thisondataconstraint restricted , 
us til applying this particular exercise 
to only those lew macro vanables for' 
which the data senes was available on a i 
monthly basis Wc were thus compelled j 
to exclude liscal vanables (annual data 
senes is available) which perhaps would 
be must relevant in the context ol a bud¬ 
getary cxcrci.se. ' 

In Older to carry out such an investiga¬ 
tion wc estimate an equation with die , 
vanabie ot interest on dummy variables, 
one for each time period in the intei- 
vening lime span Mure .specifically, tor ) 
our study wc arc required to define ; 
twelve dummy variables as specified , 
below 

DUMI s 1 in the first month alter pre¬ 
vious budget 
= 0 otherwise 

Dll M2 = 1 in the second momh after ‘ 
previous budget ' 

= 0 otherwise 

DUM3 = 1 in the third month alter pre- • 
vious budget ' 

= 0 othciwi.se 

DITM4 = I inthelouithmonihatterpre- 
'ious budget 
= 0 otherwi.se 

DUMS = I in the liftli month alter pre¬ 
vious budget 
= 0 otherwise 

Dl'Mb ^ 1 in the sixth month after pre¬ 
vious budget 
= 0 otherwise 

DIIM7 = 1 in the seventh month alter 
previous budget 
= 0 olhciwise 

DUMb = I in the eighth month aiUTpic- 
vious budget 
= 0 oihciwi.se 

DIIM9 = I 111 the ninth month alter pre¬ 
vious budget 
= 0 othciwisc 

DUMIO- I 111 the lentil month attet pre¬ 
vious budget 
= 0 otiicrwise 

DHMII = I in the eleventh month alter 
previous budget 
.= 0 otherwise 

DUM s I in the nuinth of the budget 
= 0 otherwise 

The equation to be estimated is 

Y = .iDllMI + bDllM2 -t cULIM3 

-I- dDllM4 + cDUMS -i- tDUMo 
■i- gDUM7 + iI)UM« + jI)HM9 
+ kDUMIO + IDHMII 4 niDUM 
Where 

Y IS the vai table of interest 

a l> e d e 1 g h I j 1^ I ni arc the coeft<k.icnLs 
to le estimated 

Tlie equation being c.stiiiiared is without 
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a constant. It is because of this that we 
can define as many dummy variables as 
there are intervening years without failing 
into a dummy variable trap. The equation 
abstracts from ail other variables which 
are likely to be influencing the dependent 
variable. It may bo noted that the equauon 
above is not evaluated as an explanatory 
equation, rather it is only the coefficients 
of the dummy vanablos that are the focus 
of our interest. The coefflcicnts of each 
of the dummies arc plotted for each macro 
variable considered in order to be able to 
track the behaviour pattern of that vanable 
between budgets The coefficient of each 
of the dummy vanables would indicate the 
average value of the dependent variable 
in that pmticular year, with the coefficient 
of DUM indicating the average value in 
the budget year itself Such a .scrutiny of 
the behaviour pattern of the macro vari¬ 
ables would help us look at the dynamic 
impact of the budget on economic out¬ 
comes Betorc proceeding to report the 
re.sults of our exercise we wish to draw 
attention to some factual infoimation in 
the sample period under consideration 
{1990-91 to 1997-98) In the year 19% 
the budget was presented by the finance 
minister in July 1996 and in the year 1998 
Yashwanl Sinha piesimtcd the budget in 
the month of June The necessary adjust¬ 
ments have been made in the dummy 
vanable .senes to take these facts into 
account. The figures below show the 
behaviour pattern ot some of the macro 
vanablc.s that we felt could be aftcctcd 
prior to and after the budget is announced 
There are a few tentative comments that 
we would like to leave with the reader, 
when .she draw.s her own conclusions 
First, generally in case ot all the vanabics 
there IS a build up heloic the budget which 
we believe is due to the expectations 
Second, in case of imports (Figure 3), the 
reaction is immediate and the build up 
sharper. This we believe is due to the 
budget provisions in the previous budget 
working itself out and slowly being over¬ 
taken by the conditions in the economy. 
As far as the exptirts go. Figure 4 shows 
that secular policy measures and world 
economic conditions play a greater role 
and encouraging exports - despite all pro¬ 
nouncements - is really nut in the realm 
of budgetaiy exercise, 'fhe next figure 
(Figure 5) underlines the relative irrel¬ 
evance ol the budget on stock markets in 
India. They have their own dynamic.s often 
shaped by information shocks, specifle 
company reports and even bubbles and 
sunspots. This despite the apparent con¬ 
trary pcrccfMion ot agents. Much needs to 
be done to bnng about a vibrant and 
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Figure 7 * Behavkhw Pattern Bank Credit to CoMMERnAL Sector 



meanmgrul capital markets (including' 
stock markets) in our economy so diat it) 
may be intcgraled with the macroecononqr' 
at large Prices and Bank Credit (Figoiea 6; 
and 7) too arc not terribly aMected by; 
budget but have then own dynamics. Thel 
latter in particular is more sensitive - aS; 
is to becxpected-by credit policy pronoun* 
cements. Tlius. Uic results of this exercise 
do not show very distinctive patterns as 
would perhaps have been evident if dataj 
on fiscal variables could have been exam¬ 
ined. As already noted, however, dalai 
constraints prevented us from doing so. 
This exercise, we believe, dtws go some 
way in providing a methodology fori 
examining the impact of the budget onj 
various macro variables. 

VI 

Some General Lessons 

Let us now turn to some of the lessons 
that we can learn that in a sense derive j 
from our current exercise. The context is! 
obviously the continuing process of! 
liberalisation and opening up. The condi-' 
tions (whether self or externally imposed' 
isbesides the point) suirounding our struc¬ 
tural adjustment programme have meant 
a cumpreMion of governmental expendi-' 
ture The political and economic reality 
have implied that the first ca.suaity has 
been the decline in capital expeiKhtuic, 
which allowed for .some crowding in of 
pnvate investment to take place. The 
committed revenue expenditure is of an 
overwhelming order and has tied the hands 
of our pohey-makers to a great extent. 
This further implies that consuming our 
assets is the orderof the day! In the changed 
circumstances the government has had to 
refocus its attention from producing to 
provisioning via creation of an enabhng 
envinmment. This has meant functionally 
new institutions and regulatory regimes. 
Given the vested interests m existing ‘ 
institutions, unfortunately this ha> led to 
creation of newer committees, commis¬ 
sions and lastitutions along with its own 
paraphernalia and expensive overheads. 
This IS to be avoided. The older institu¬ 
tions must he integrated, merged and 
rconented to serve the new mandate that 
IS more in consonance with the emciging 
ethos. For example there is no earthly 
reason for planning commission and 
finance commission to coitfinue as two 
separate institutions. The Indian mindset 
is predominantly one that thrives on re¬ 
dundancy where obsolescence is anath¬ 
ema. Without discounting the political 
difficulty involved, we believe the mind 
set has to come to accc|:M to ‘team to let 
go* in a pragmatic way 
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Continuing on the mind-sets, with the 
coming of functionally new institutions, 
and the new found autonomy, agents 
(wolnumning all the institutions (like RBI, 
Commercial and Development Banks 
etallhave to ^averse a steep teaming 
curve It IS well-known that statutory and 
physical target setting - that provide 
enabling material condilions-are the easier 
part ol developmental process; it is im¬ 
bibing the new ethos which goes with it 
that proves to be the greater challenge 
Tlic other lesson that needs to be fo¬ 
cused on - and which we consider crucial 
enough to have put it in the title - is about 
learning to pay The mendicant altitude 
has to go The belief in existence of free 
lunches is a malevolent feature of our 
psyche Harsh indictment of government 
subsidy and fiscal profligacy is the order 
of the day The strident voices would be 
very convincing hut lor the fact that the 
loudest cntics am those that enjoy the 
direct and indirect subsidies the most. 
Whilst not arguing against some pruning 
of subsidies, the process when logically 
thought out leads to contradictions that 
need to be addressed Witness the agita¬ 
tion when higher education fees arc raised, 
or witnes.s the strikes by our transport 
employees and then again by ‘Octroi' and 
UC* and Bank workcis or yet again look 
at the striking teacheis and you will sec 
what we arc hinting at As an aside let us 
note that such contradictions are going to 
create insurmountable political difficul¬ 
ties in the path of any government that 
tries to ‘down-size’ itsclt, the token ges¬ 
tures notwithstanding 
Given the avowed welfare .state charac¬ 
ter of the GOl, it IS but natural that intense 
lobbying takes place for sharing in the ‘not 
so fast growing pie’ 1 hose who need the 
most are tho.se who.se voices are least 
heard. They are also the most difficult to 
target using the conventional delivery 
systems Economic weakness is mo.stoiten 
positively correlated with political weak¬ 
ness as well It needs no argument to see 
that more organised and le.ss deserving 
groups arc able to continue with their rent- 
secking activities It is in this context that 
empowennent at the grass roots level and 
the process of sensitising the people in the 
lowest economic strata of our society is 
the need of the hour. No matter that given 
the political reality this might involve 
partisan interests coming to the fore. This 
is one of the nice things being attempted 
in this budget and for all the qualifications 
needs to positively encouraged 
Finally, as we have held all along, one 
of the most important problems in any 
policy statement currently is that of 


credibility. It can make or mar the best of 
intentums and indeed the lack of it is more 
than likely to make matters even more 
ditficult for the policy-makers. Restora¬ 
tion oi credibility must as.sume prime 
importance in all future design. One sign 
of this one sees in the present cxcrci.se 
(diesel hike linked to high way fund, 
although one would have liked to see the 
same in case of public disinvestment in 
mote concrete terms) is linking up speci¬ 
fic icvenuc raising efforts to speciftc ex¬ 
penditures on which there is a consensus. 
Adliocism and discretion although cannot 
be completely eliminated mu.st be 
minimised 

VII 

In Conclusion 

The political turmoil confronting the 
India I polity although reflecting the worst 
tears come true, should be viewed ?s an 
inevitable transitory phase tn maturing ot 
a fi agmented .socio-political reality. Whilst 
one may not relapse into doomsday scc- 
n.irios. more responsibility on the part nt 
our political chic is certainly warranted 
.Such uncertainty m the arena of political 
economy leads to imposition of costs on 
the mo.st vulnerable sections ol our soci¬ 
ety What urgently needs to be done is to 
see to It that there is some sort of conti¬ 
nuity in our economic agenda even if the 
.specifics of speed and emphasis may be 
fashioned by the government oi the hour 
Hus implies that certain elements ot the 
economic reforms agenda that meet sat¬ 
isfy the tenets of consensual approval 
amongst a majority of political parties 
must he shi fted beyond the realm of partisan 
politics Wc have succeeded in doing this 
earlier (note the exchange rate devaluation 
which used to be such a party political 
issue IS no more so!). 

Given the state of our financial situation 
and the political climate the expectations 
from this budget were not great. In this 
context the current budget must be deemed 
tn have passed in terms ot its attempts with 
fairly high marks. To have expected 
anything more would have been rather 
loolhatdy In terms of its own stated 
ohjeetives uxi, the budget seems to have 
done rather well on first two counts, as 
the next two objectives go. the finance 
minister has set in motion policy initia¬ 
tives that could well sec them satisHed to 
a great degree in medium term. The last 
two are rather general and essentially long¬ 
term objectives, surely not to be expect^ 
to be achieved within the span of a budget 
,So ail in all the budget could be said to 
have passed the test of our evaluation with 
a good grade. The thr»; initiatives that are 


especially noteworthy are; one, linking 
some of the revenue raising measures with 
specific expenditure plans, leading to 
restoration of credibility; two, linking 
efforts of agents and iastitutions with 
matching budgetary support and involv¬ 
ing the grass roots level institutions invert¬ 
ing the top down approach. 

Finally, at the risk of repeating our¬ 
selves. we believe that the lessons that 
need to be learnt - and which arc very 
much hinted at in the budget - viz, learn 
to let go, and learn to pay are of essence. 
Internalising especially the last of these 
lessons by the principals (the public) 
involves facing and resolving contradic¬ 
tions in their own actions Unic.ss we stop 
pointing fingers and realise that there is 
no free lunch to be had, no budget, how¬ 
ever well formulated can really achieve 
anything 
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Liquidity Effects on Term Structure 
of Government Securities 

Some Evidence on Market Integration 


llimanshu Joshi 


An empirical examination of the term striictia e of interest rates in the Indian t conomy suggests cointegration 
(or tong run stable relationship} among interest raU'\ hut existence of multiple common trends. The absence 
of a unique common trend implies that long run movements of any one interest rate ate not dominated 
by the movements of the other interest rates. The presence oj cointegration, however, suggests a long run 
interlocking of interest rates across market.\ and a possibility of their (ommon re.\ponse to changes in 
expectations about future monetary policy uiul/m economic fundamentals. The interrelationship between 
transitory (cyclical) components of interest rates reveals that yields, especially, of dated government of 
India (GOI) sei unties became clo,sely aligned to money market conditions beginning from the .second half 
of the lalendar year 1996. Since short-term transitory components often stem from policy impulses, the 
closer synclironLuition of the said yields with < all money rates observed during this period could, perhaps, 
he attributed to the Re.serve Bank of India (RBI) dei isions to integrate the two markers by allowing primary 
dealers to part'i ipate in the interbank call nionc\ market. 


1 

Introduction 

THH pKK'css ot (Jetrjiuladon ol mlcix'st 
rales on government bon owing which 
began in 1992 lias culminated into a lult- 
tledgcd market mechanism and might to 
be considcted a watershed in the conduct 
oi monclaiy and internal debt manage¬ 
ment policies in the Indian economy. 
Market determined interest rates were made 
applicable to government borrowings in 
gradual succession beginning with the 
auctions of 164-day trca.sury bills in 
April 1992, GOI dated securities in June 

1992 and 91-day treasury bills in January 

1993 Later as the primary market ac¬ 
quired greaterdcplh, new instruments such 
as lunded treasury bills,/.ero coupon bonds, 
lap .stcK'ks and partK p.iidstoclu, 14-days 
treasury bills and capital indexed bonds 
were also introduced in accordance with 
the varying appetite of the market. 

The momentous change in the scheme 
of financing government deficits implied 
important but mixed c'conomic implica¬ 
tions such as desirable reductions m 
monetised deficits on the one hand hut 
unwarranted pressures on interest rates 
and fiscal strain on the other. Moreover, 
the introduction of several such instru¬ 
ments of different matunlies meant an 
emergence of a multiplicity of yields, 
resulting in a rather complex term structure 
of interest rates. Concerns were also raised 
iboul the effects of ini teased government 
intermediation chiefi) in terms of higher 
interest rates pressure and vanability; a 
Pfuhlem which appeared more difficult to 


contend with against earlier years ol mgu- 
lalioii and lesouiic allocations based on 
plan framewoiks 

'Hic problem especially, of variability 
ol interest rales in the post-raforms era is 
highlighted by the following facts at hand 
The coupin rate on GOI .securities ot 
vanous matui dies incicased f rom the range 
10 50-11 .50 III 1990-91 to 132.5-1400 
pel cent in 1995-96, only to nudge gradu¬ 
ally in the range ol 10.85-12 15 per cent 
in 1997-98 Similarly, the weighted 
average inteicst late on govcmnicnl dated 
securities increased more then 2 percent¬ 
age points from 11 41 per cent in 1990-91 
to 13 75 percent in 1995-96, but declined 
subsequently to 11 82 percent in 1997-98 
At the shorter end, Ol-day treasury bills 
also showed considerable fluctuations, 
with the coupon using from 4.6 per cent 
in 1991-92 to an average of 12.67 per cent 
in 1995-96 but toming down sharply over 
the next two ycais to 6.83 per cent in 
1997-98. 

A companson ol the yields on the short 
and the long ends in the government 
securities maikct akso reveals that the 
difference belwccn the average yield of 
the 364-day ticasury bill and lO-yeai 
government bond increased to 3 69 per¬ 
centage points in 1997-98 from 2.18 
percentage points in 1996-97 and 1.13 
percentage points in 1995-96. The chang¬ 
ing differences among yields of different 
maturities spnng not only from unexpected 
changes in liquidilv premia hut also futuie 
expectations about changes in short-term 
interest rates and inflation Unexpectedly, 
even the yields on dated government 


securities have sometimes been influenced 
by call money rates, which goes to show 
how thc.se yields are influenced by short¬ 
term liquidity coasiderations in the money 
market [Rangarajan 1997 and Reddy 
I998|. 

Be that as it may, increa.sing temporal 
vaiiabiiity and divergence among interest 
rates ot different matui dies not only makes 
the term structure inherently unstable, it 
also nrsults in asset liability mismatches 
for the participating institutions Again, to 
the extent that the term structure is un¬ 
stable. It becomes difficult for the central 
bank to dcciphei maikci expectations and 
to cluMise an appropnate interc.st rate target 
to signal changes in monetary policy 

In view of these problems, il may be 
fruitful to undertake an empincal assess¬ 
ment of the term structure ol interest rates 
in the Indian economy so as to identify 
possible regularities in the relauonsbaps 
among interest rates on securities of dif¬ 
ferent maturities An cconoinetnc exercise 
may he .somewhat more illuminating than 
s'mply a recourse to hindsight analysis for 
understanding the pattern of relationships 
.and co-dynamics ot interest rates in finan¬ 
cial markets. To achieve this objective, 
this paper employs the well known 
cointegration and common trends analysis 
proposed by Gon^alo and Granger (1995) 
The technique also allows fur the identi¬ 
fication of the oft-mentioned reference 
rate which could be visualised as an in¬ 
terest rate engine driving the overall term 
.structure in tlic long run. The common 
trends methodology has been extensively 
employed foi analysing the term .structures 
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oi interest rates in several developed 
economies but rarely for thase m develop¬ 
ing countries. Gon/alo and Granger 
(op cit), foi example, provided an inter¬ 
esting analy.sis of the term structure of the 
IIS and Canadian securities and concluded 
the presence of one common factor in 
each country which were themselves 
cointegrated, implying that there was only 
one common permanent component in the 
whole system. 

Notable woilc on the subject has also 
been done by KafrakisandMoschos( 1990) 
and Hafcr and Kutui (1994) who examined 
the long run relationship between .short¬ 
term nominal interest rates among Euro¬ 
pean Monetary Union (EMU) countnes 
More recently, Hafer. Kutan and iSliou 
(1997) once again analysed the relation¬ 
ship among long- and short-term interest 
rates (or the EMU countries and concluded 
that even as common trends were ob¬ 
served to move logs'ther in time, the 
German trend was hardly dominating The 
evidence clearly rejected the widespread 
apprehension that Germany played a 
dominant role in setting policy and could 
cominue to doniinanie if and when the 
EMU became operational 

The paper is organised in five sections. 
Section 11 attempts a bncf review of the 
notion of term structure of interest rates 
and discusses aspects related to the Indian 
eermomy. Section EH includes a discus¬ 
sion on data used in the study and the 
econometiic strategy employed for sub¬ 
sequent analysis Section III discusses 
cmpincal results. Finally, Section IV 
prc.seiits some comrluding observations 

II 

Term Structure of Interest Rates 

The term structure of interest rates (or 
the yield curve) is the rclatioaship bet¬ 
ween the redemption dates of vanous 
.securities and the rates of return on them. 
Given the increased price nsk inherent in 
long-term securities, ri.sk return analysis 
suggests that return should monotonically 
increa.se with the tenn to maturity Expect¬ 
ations of market participants play an 
important role in shaping the term .struc¬ 
ture of interest rates in a financial market 
Thus, if the investors are nsk averse, and 
the interest rates on an average are ex¬ 
pected to remain the same, longer dated 
securities will have higher rates of nnum 
than shorter dated ones. Conversely, the 
shape of the yield curve is reversed if 
interest rates arc expected to fall [Hicks 
1939; Lut^ 1940 and Malkiel 1966] 

Equally integral to the evolution of the 
temi .structure are the expectations about 
future rates of inflation as held in the 


Gkahi. a Plot of TRANsimaY CoMroNBifn 



classic study by Fama (1975) who argued 
that movements in interest rates primanly 
a'flcctcd fluctuations in expected rate of 
inflation Fama’s (op cit) results were 
similar to those reported earlier by NcLson 
and Schwert (1977) and later by Mishkin 
(1981), Fama and Gibbons (1982) and 
Huiringa and Mishkin (1986) for the post¬ 
war US economy except for penod of 
1979-82 dunng which the federal reserve 
changed its operating proceduies 

Quite aside from expectations, inve.stor 
preferences are also integral to the shaping 
of the term structure. Most investors, tor 
instance, like to Imld short-term assets 
unless there exists a liquidity premium 
on long-term investments. This is because 
of overriding inve.stor preference for 
liquidity and their ex ante a.s.sessmcnt of 
risks associated with future changes in 
the noimnd value of investments [Hicks 
op cit). 

Yet another explanation is based on the 
concept of ‘preferred habitat' which ar¬ 
gues that although liquidity preference 
cannot be the only guiding pnncipic lor 
all classes of investors, the choice of 
matur’y depends upon the actual a.ssct- 
liahility management constraints In this 
sense, while pension funds and insurance 
companies require long-term is.sues, those 
like banks prefer to hold short-term assets 
[Culbertson 1957 and Modigliani and 
.Sutch 1966] 

In pr.sciice, however, the term premia 
have been found to behave quite differ¬ 
ently from what has been proposed by 
.standard iheoncs. Term premia have been 
found to behave itregui^y on account oi 


such factors as seasonalities and un- 
expected changes in exogenous factors 
Later research in this area, therefore, at- ^ 
tempted to take into account an assorimcnt 
of factors ranging from expectatioas and 
risk preference to investment alternatives 
and individual preferences [Cox etal 
1985]. 

In view oi the above discussion, and in 
the light of the somewhat ambiguous 
position regarding the state of the yield 
curve theory, this paper addresses the i.ssuc 
of the key link between money market 
rates and emerging yields in government 
.securities market arising out of exogenous/ 
policy induced changes in liquidity ' For 
instance, the comfortable liquidity situa¬ 
tion in 1992-93 as a consequence of signi- 
Ticant reductions in the CRR helped the 
RBI to raise goveniment borrowings at 
reasonable costs at a cut-off yield of 
11-11.42 per cent on 3f)4-day treasuiy 
bills and with a maximum coupon of 13 
per cent on dated GOI securities. Easiness 
in liquidity and call rates was also ob¬ 
served in 199.3-94 which was reflected in 
the stability of cut-off yields on treasury 

Tabis I. Unit Roar Tcsi STAnsnes Baseh on 
ADF Rfubcsuons 


Interest Rue I.evels Fint Oifference 


YTM<30V 

-2 40 

-6 64* 

TR-364 

-1 16 

-3 73* 

TB-91 

1 36 

-5.82* 

CALL 

-1.62 

7 82* 


Nair\ (t) The tests penmn to models with a 
constant but no tune trend. 

(it) * denotes ugnificonce at the S per 
cent level using the critical values ol 
Fuller (1976). 
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hills and coupons on dated GOI securities. 
However, in 1994-95 high call money 
rates retlccting a lightening of liquidity 
resulting from asset liability mismatches 
amid high demand lor credit led to an 
across the board increase in coupon rates/ 
cut-off yields ol government securities 
Starting 1996-97, however, the yields 
began to soften owing to easing of call 
money rates as a result ol the inllow ol 
funds into the hanking sector, aided partly 
by the spot forex pui chases by the RBI 
and reduction in the statutory cash reserve 
ratio A similar trend i ontinued to prevail 
in 1997-98 as well 

In view ol these facts, it may not he 
inappropnaie to com. hide that the term 
structure ol interest rales is intluenced by 
changes in money market conditions as 
much as it might, peiliaps, as a ic.sult of 
(hanged expectations <ihout other televani 
variables .such as inflation late and future 
short-term interest rates and/or investor 
preterenLcs obtaining <il that point ol tunc 
This possibility is all ilic inoa' meaningful 
because ol the' contention that a i.h>tnge 
in the conduct ol monetary policy can 
significantly alter the correlation and 
icKitivc vanuhilitv <>1 expected lutuic 
intlation and the slope ol the term struc- 
luie ilowevci. a closet tcihmcul exaiiii- 
natioii ol the precise natuic ol this intci- 
n-latioiiship may be warranted 

III 

Methodology 

In order lo elicit the long nin common 
link bciwccii interest i.itcs in a tenii slruc- 
tuie. we follow the approach .suggested by 
Oon/alo and Grangci (op cit). It is aigued 
that if a eivcn set ol interest rate senes 
aic cointcgiated then there exists an un- 
dci lying non-stalionaiy common long 
tneiiiory component A (oi m structure can 
have one or more ,.onimon (actors which 
happen to dnve the cnltie range ol interest 
rates under eonsideiatiun I lowcver, if the 
common factor is unique, the tctcrcncc 
interest rate c an he easily identified hven 
as identification of this common factor 
will he one oi the additional objectives 
of this exercise, it is also piopo.scd to 
decompose each intcicst rate .scries into 
Its iicrmaneni and transitory components 
and to .study the interrelationships among 
them 

In order to do this analysis, we choose 
the following term .structure of interest 
rates: (i) very short-term overnight call 
money rate or CALi.; (ii) cut-off yield on 
short-term 91 -day trea.sury bills or TB91: 
(ill) cut-off yield on medium-term 364-day 
treasury bills orTB364; and (iv) redemp¬ 
tion yield on long-term GOI dated secu¬ 


rities or YTMGOV. The selection of 
interest rate on diftcrent government se¬ 
curities as pan ol nur term structure is 
dictated bv the l.ic't that all of these are 
not only matkel determined but represent 
the major chunk ol the trade in wholesale 
debt market (WDM) Given this, the 
government securities market plays an 
integral lolc iii the pricing ol other debt 
insiruineiits ol varying n.sk perceptions 
Moreovet. the tiic lusion of call money rate 
in our study ol the term structuie would 
allow us to identify the nature oi links 
operating between the govcninient secu¬ 
rities maikei .ind the hquidilv position 
obtaining in ihe money market The pe¬ 
riod of analysis pcitains to the post-re- 
lornis era hc'giniiing from January 1993 
up to Fchniarv 1998 
According lo Gon/olo and Gi anger (op 
cit), if a given set ol time .senes aic con- 
stniincd by cointcgralioti then it implies 
presence ol a non-.slationaiy common 
(actor which is uiiobscivahic hut can be 
recovered by the method pmposc’d hv them 
It IS this common taclnr which drives long 
run movements in (he time sciies in 
question, thus resulting in cointegration 
.Symbolically, the common factor lepre- 
.scntulion can Iv desenhed as lollows 

ly,, x,r = I A, ir t, + ly,. x,J‘ 

where |x,, y,) is a pair ol integrated time 
senes, (l.-A ) is the cointegrating vector 

and Jy^, x,l is ihe stationary error process 
iind t, IS the common factor as discussed 
above ‘Proposition 2' in Gon/olo and 
Gi anger (op iit) stales that the common 
(actors I, aic sufiKiciitly identified it they 
ate linearcombin>itions ol [y,, x,| and A, I, 

and (y,, x,] toi ni a permanent-tcmporaiy 
(P-T> decomposition. For a p vaiiahlc* 
system, the estimation of common factors 
proceeds with the tests ol unit ioot.s and 
setting up ol a st.indaid Johansem's (1988) 
VECM lor tcsiiiig cointcgiation Let 


be a VARtk) with n vanabics in vector 
Y. a constant p and w hitc noise process 
c, Tlie matrix it,^ coiilains long-run tnfor- 
tnalion with rank ni<.n-1 and can he de¬ 
composed into two n V m mutrices a and 
P such that = (Xp’ 

While the matiix p consists ol m linear 
c'omtegrating vc>clor.s, a is the mutiix of 
cnoi coiavtion paiameters Tlh.' maximum 
likeilhixKl estimate ol P is obtaiivd by 
(oiiiputing residuals Rq, and R^, by regre.s- 
sing 8Y, and Y,.^ on 8Y,.|. . SY,.,^^,, 
computing the n'sulual prtxiucl matnccs 

I,'^..R'l. 

and finally solving the following eigen¬ 
value piohicm 

^ “ ''•k(l‘'*0() ' (Ik ' “ 

torcigen values X,,> >X|^ and eigenvectors 
V i (v,. ,v„) The estimaKrs of <x and p 

arc given by a = .S„^p and p = (v,.v^). 

the eigenvectors associated with ni large.si 
eigenvalues The LR test for the picsence 


Tm I rin t’KMIlll. (H ColNIH.KAnOS A,MI)N0 
Isnxtsr Rsiis 


Eigenvectors 

VTMCiOV 

0 33 

A 

V 

-040 

-0 3.3 

-029 

IB 364 

-.3 97 

-7 12 

-.3 03 

3 81 

rB-91 

3 89 

6.3f 

461 

-2 64 

CALL 

-1 19 

-0 32 

-0 79 

0 1.3 

Eigcns'cctois 

Y PMCiOV 

0.33 

.0 

• MiS 

-0 81 

0 49 

IB- 364 

0 27 

(10.3 

-0 31 

021 

TB >M 

-0 S7 

0 14 

-0 31 

3 02 

<'AI.I. 

0 68 

0 24 

0 70 

-2.37 


Note\ (i) 1'hc rigncvcclurs Q is Ihc cstimaied 
orlhiigiiiMl cnmnleinent uX 
(ii) 3 Ik common iremis can he estimated 
■IS the liiiviir coinhinalions of the 
KKlIicients in the last three columns 

A 

of iIk iikitiix Q siiHC t, s ftX Y( 


Tami- 2 iKAd ANU Maximum F.UjNI VAiIII- Tisi SiAnsihsioH nstiv,CoiNn-iiKAi.oN Rank 


Nuinhei of 
Coiiilcgraling 

Vectors 

Tioce 

(Esiiiiiati'd) 

Table Value 

Iraie(' IVr t'ent) 

Maximum 

b'lgcnvaluc- 

(Hstimairdl 

Maximum 
Eigenvalue 
(3 IVr IVnt) 

r-0 

106 43* 

31 t 

70 62* 

28 1 

rS I 

35 82* 

13 1 

17 07 

21 9 

r« 2 

18 74 

20 2 

14 II 

137 

1 £ 3 

463 

9 1 

4 63 

9 1 


Niiiet (I) The vtalistics on: ohiaincd for a model without a linear trend in Ihc non-stalionary pan 


ot Ihc pme-ess 

(II) * drniHcs significance at *> per cent 

(III) Tahir values of Ihc (esi statistics are the per cent quantile of the asymptolic 
distiibution oi the lest siatistics 

(IV) The diagnostics for the residuals lioni Johansen’s VAK are as follows 
BP-Q(6) = 1.3 I7.693.lt 89.8 68. 

ARt’»(6) = 3 4.3.4 22.1 14..3 26, 

J-R Normality = 0 067. 0 004. 13 626. 0 891 
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of at ieast m cointegraling vectors is given 
by 

n 

Trace = -T X ln( 1 - X,) 

I. in+i ' 

As cflintcgration is established, Y, can 
be decomposed into its P-T constituents 
by First solving the following eigenvalue 
system 

I A. Sfl,, - S^„| = 0 

where an estimate ol the orthogonal 
complement (li is derived as the eigen¬ 
vectors Q associated with 

the n-m+l smallest eigenvalues. Given 
the estimate ofoti. the P-T decomposition 
can then lie obtained by computing the 
following expression 

Y, = PKa'iPi.)-' Z, <• otp'a)-' X, 

where Z, = a'±Y, is the non-sialionary 
common trend and X, - p'Y, is the .siation- 
ary or transitory component As stated by 
Gonzolo and Grangei top cit) the utility 
of their method of det omposition of time 
scries is evident in situations when the 
complete set of vaiiabics appears cither 
quite complex or the niaciosystem is very 
large In the first case, long run behaviour 


can be comfortably analysed by using 
only a small set ol common long memory 
factors Siniilarly, in the second case the 
maciosystcm can be studied by iirst find¬ 
ing the common factors in every subdi¬ 
vision of the system and then studying 
cointegration among them. 

IV 

Emprical Results 

We begin the analysis by First recording 
the time senes properties of the interest 
rates i tioscn to iepie.scnt our term struc¬ 
ture Test statistics produced by the aug¬ 
mented Dickey-FullerfADFlunitrwn tests 
ai e pi esented in Table 1. Tlie unit rorrt lest 
stalisiics in Table I indicate that ail foui 
ol the interest rate senes arc random walk 
or l( I) and. hence, can he subjected to the 
test of cointegration. The empincal esti¬ 
mates ol trace and maximum eigenvalue 
test statistics for testing for the possible 
niinibci s of coinlcgrating vectors obtained 
Irom 'ohansen's (op cit) procedure are 
presented in Tabic 2. 

In Table 2 although the e.stimated trace 
statistic suggests the presence of at ieast 
two (.ointegrating vectors, the maximum 
eigenvalue statistic suggests the presence 


of only one coimegrating vector at the 
customary S per cent significance level. 
Both these ciaimated statistics, therefore, 
establish cointegration among the sample 
interest rates. In Table 3 we present a 
dctai led account of the cointegration stiuc- 
tun: including the estimates of cointc- 
gratiiig vectors and the orthogonal comple¬ 
ment ai which form the basis for linear 
combinations of Y, that define the perma¬ 
nent or common trends in the process. 

Of intcrc.st is the plot of the tnuisitory 
components of interest rate senes that 
cnmpnse the term structure depicted in the 
graph The movements ot the tran.sitoiy 
components in the graph suggest that 
although components related to treasury 
bills were moving by and large in corre¬ 
spondence with that of the call money rale 
across the full range ol sample, closer 
intci linkages ot dated securities with the 
latter became distinct only since the middle 
ol the calendar year 19% Notably, peak 
to peak overlaps were clearly twice dis¬ 
tinguished dunng .September and January 
of Ihc financial year 1996-97 when call 
money rales FO.se shatply owing to money 
market stringencies at i.sing Irom quarterly 
advaiiie tax payments [RBI 1996-9/]. 


now on CDs two decision niukin*^ tools 


• Market Forecasts and Indicators 
1997-2007 

A multi-client study scanning the total 
Emerging Market of India - 320 Product 
Market Analyses, 140 Industry Status Reviews 
1200 lead players, 2500 leading brands 

^ CD or Hard Copy 

• mduscope 

a total industry economic database 
logging some 100,000 data entries 

CD or Diskette 


CICr ( cilire ior liitiiistrial and I conomic Kcstarili 

intCCOS Indiisirial I cclin<i-l contimit Sci s ices I’. I .ld. 

I owci’. 4 ' Nciii'ii i’l.'A l)cllii- llnol'' 
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total industry scan 

pastf present and 
future 

designed and directed by 
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Eventually, a lel^ questiui from the 
policy poim of view is the extent to which 
liquidi^ management policy can actually 
influence the yields on government secu¬ 
rities. Contemporaneous OLS regressions 
between the transitory componenu of 
yields on secunties and the call money rate 
suggest that a one percentage point rise 
in the latter can raise the yields in the range 
of 0.3 to 0.1 percentage points.^ 

V 

Concluding Obsermtions 

Although the long- medium- and short¬ 
term interest rates representing the term 
stnicture of interest rates in this study are 
found to share a long-run stable relation¬ 
ship, the absence of a unique common 
trend makes it impossible to pinpoint a 
specific reference rate which may be 
expected to drive the overall spectrum of 
interest rates over the lung horizon. It may 
thus be useful to enlarge the scope of 
analysis so as to include other interest 
tales, especially those evolving in other 
public and private debt markets for a 
comprehensive review of interest rates 
dynamics in the Indian financial markets. 
In this context, senous efforts will have 
to be undertaken lor recording/collating 
high quality/trequcncy information from 
the concerned markets and their sub¬ 
sequent prQce.<i.sing, especially, develop¬ 
ing appropriate weighii^ average rates for 
different transactions tor purposes ot 
decisive econometric analysis. 

The presence of cointegration among 
these interest rates is reassuring because 
It implies that interest rates in different 
markets and across vanous maturities are 
integrated and thus respond about simi¬ 
larly to changes in expectations about 
economic policies and tundamentals. Of 
notable importance isourempincal investi¬ 
gation of the relationship between station¬ 
ary components which reveals the possi¬ 
bility of monetary policy impulses being 
readily transmitted across different maikets 
in the short run. For instance, monetary 
relaxation captured in terms of downward 
drifts in call money rates was found to 
make a perceptible impact on the yields 
associated with treasury bills. However, 
a similar correspondence between the 
yields on dated securities and the money 
market conditions became largely visible 
in the second half of 1996 which, inciden¬ 
tally. coincides with the RBI decisions to 
permit primary dealers to participate in the 
call money market and to allow an in¬ 
crease in their numiiers for imparting 
greater momentum to liqpiidity and turn¬ 
over in the securities market. This policy 
decision appears to have prompted a higher 


degree of reactivity between the two 
markets thus underscoring the importance 
of structural policies pursued by the cen¬ 
tral bank in enhancing integration among 
various segments of the financial market. 

Finally, as all ot us observe the increas¬ 
ing degree of integration among financial 
markets becoming a reality, a careful 
muiagement ot day-to-day liquidity con¬ 
ditions through money maricet operations 
by the RBI also correspondingly becomes 
a sine quo non for ensuring stable interest 
rate expectations not only for securing a 
positive outlook for investment and eco¬ 
nomic growth hut also for avoiding dis¬ 
tress in rinancial markets arising from 
asset iHice volatility ’ Notably, this point 
has been fully recognised in the monetary 
and credit policy of the RBI announced 
in October 1998 which has stated the need 
to cautiously continue with prevailing 
liquidity conditions despite reservations 
express^ in certain quarters. 

Notes 

(The views expressed in this paper are Ihe author's 
own ond not of the institution to which he belongs ] 

1 In Ihe most conventional inodel of monetary 
transmission, a shill tn policy leads to a change 
m Ihe money .supply that, foi a given money 
deiiuuid, Icdiis lo a change m money inaiket 
mieicsl laies A key issue in this channel of 
iransmission is how the changes m the inleihonk 
mte are spread to the entire spectrum of interest 
nites. in particular the long-term interest rale 
penaintng to bonds The effeci is economically 
imporamt because of changes ihoi ii bnngs 
about in bond pnees nnd on the net worth and 
debt to asset ratios of enuiies holding these 
bonds For example, a restrictive nionetaiy 
policy can depress asset prices and create cosh 
flow and debt repayment problems leading to 
finanaal diuress 

2 A one percentage point average rise in the call 
money rate raises (he yield on dated secunties 
by 0 31, TB-a64 by 0 13 and TB-91 by 0.24 
percentage poinis. respectively Notably, all 
of these elasticities ore statistically significant 
at .3 pra cent level The explanatory power is 
the bnt in case of 9 l-TB equation (R's 0 S4) 
fcdlowed by 3(>4-TB equation (R’ = 0.32) and 
GOI doled securities (R’«0 1.3). a result which 
IS intuitively appealing 

3 The anolysis of market integration allows the 
monetary aulhoiity to gain knowledge about 
how Its policy Bcuons can affect the term 
siruciuic of interest rates The federal reserve 
experience with borrowed reserve targeting 
between 1982 unul 1989 largely depended 
upon the knowledge of the relationship bin ween 
tte tenn siructuie of morkei interest rales and 
Its own short-term federal funds demand 
schedule. The monetoiy management durmg 
these yean has been judged os quite good. A 
similar recommendation has been made by the 
Committee on Banking Sector Reforms 
(Nonimham Comiiiinee II) suggesting the 
mtroduction of a Itquidity adjustment facility 
(LAP) which would allow the RBI to sei/reset 


repo and reverae repo rates to provide e conidor 
for miuket play | 

t 
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DISCUSSION 


MP’s EGS: What Are the Issues? 

Vinod Vyasulu 


I HAVE been following Uie exchange on 
the Madhya Pradesh Education Guarantee 
Scheme (EGS) in the EPW with consi¬ 
derable mteresl The exchange between the 
civil servants responsible loi administer 
ing the scheme (Gopalaknshnan and 
Shanna) and an NGO activist concerned 
with development issues in the state 
(Rahul) IS lascinating It raises wider issues 
that merit discussion in the larger aca¬ 
demic and development community 
The exchange begins with an article by 
R Gopalaknshnan and Amccta Sharma 
(EPW. September 6, l‘)98) (GSl) which 
basically describes how the EGS GSl 
provides the background in which the 
EGS was conceived, and talks of how 
these ideas were implemented. What is 
interesting in the lomiulation is the basic 
pieniise that one must not blame the victims 
for their plight It is not the absence of 
demand tor education that was the prob¬ 
lem, but access to it It was this the EGS 
was meant to meet Clearly, the main 
objective of this paper was to make the 
work in MP known to a wider audieiwe 
To this, there is a icsponse by Rahul 
(EPW, January 9.1999 1 which racses many 
questions - about quality issues in pri¬ 
mary education, the role that must be played 
by the excsting primary education system, 
the responsibility ol the state, etc Rahul 
IS sceptical of the 'claims' made bv the 
EGS. The EGS. he ft'cls. represents an 
abdication of responsibility by tlie state, 
and Its .support for an inferior .solution 
Rahul sees a solution in the rcgulai .system 
of education, which he admits has not 
done well In a wide-ranging comment, 
Rahul goes beyond the EGS His paper 
seems li ke a critique ot government efforts 
to derail true development in Madhya 
Pradesh - but it is not substantiated This 
is a pity, because the (loints he makes, il 
true, would be ot fundamental importance 
Gopalaknshnan and Shanna. in GS2, 
respond and clarify exactly what it is that 
the EGS claims {EPW. March 20. 1999) 
They do not accept the charge that the 
WGS offers something substandard In 
fact they argue that the EGS mc'ets the 
requirements of pnmary education better 
than exi.stiiig alternatives They further 
argue that the EGS is an example of the 
state taking its responsibilities .senously, 
not ot abdicating its responsibility. They 
ask why NGO. seem to oppo.se the EGS 
Raiiul has not yet re.spondcd, but the issues 
are now in the open. 


I would like to join this exchange My 
comments are based on field visits to two 
distnets ot Madhya Pradesh, Raisen and 
Betul.' on the invitation of the project 
authorities. Two dt-stnets do niH make a 
state, especially when it is as large as 
Madhya Pradc.sh But my two weeks in 
the field in July 1998 have left “du.st in 
my shoes", to use a felicitous phrase from 
G,S2. and it is on this basis that I venture 
to comment In thc.se two distnets, I had 
the opportunity to see the EGS, in all its 
diniensioas, at close hand And I .saw some 
wonderful work going on I will make no 
secret of the fact that 1 came away im- 
pres.scd with the achievements ot the EGS 
in the.se two districts. If even half of this 
has been achieved in other distnets, then 
MP has much to be proud ot Thus, I speak 
as an admirer of what has been achieved 
- the admiration having been aroused by 
achievements in the field, not claims on 
paper Of course, this docs not mean there 
IS no more to be done. There is But there 
IS much to be icatned from what has been 
done It IS important to accept that there 
are irehicvcments and build on them This 
IS something that Rahul questions But he 
puts nothing in place It is a cry of despair 
It IS nut for me to defend the MP govei ii- 
meiii scheme. Ba.scd on what I saw, 1 can 
say with confidence that the EGS has 
provided a local solution to several prob 
terns of pnmary education that were not 
addressed by the regular sy.stcm in the 
slate It IS i.o.st effective It has the support 
of the local coinmunitv. It has not com¬ 
promised on quality. It ha.s rc.spondcd to 
the demand tor education, and unleashed 
the i reati ve energies of a number ot actors 
who were passive earlier It has provided 
a base for further work, and that is the 
challenge facing the MPgovenimcnttalay 
In this contribution to the EGS debate, 
I want to comment on just two points raised 
by Rahul - ot quality and .state nssponsihility 
The fust IS the question of quality of 
education I.el us lor the moment accept 
Rahul’s indicator-performance in exams 
like the IIT's JEE and the like. Rahul docs 
•lot provide the evidence needed to take 
this turthei His arguments require that he 
show that students who received a pnmaiy 
education from the regular system do well 
in these exams. It requires that he show 
that sludenLs who came through the EGS 
stream have not performed as well in these 
exams. Even if we stay away from the 
complex issue of separating out vanous 


other factors that could contribute to the 
results, how docs Rahul conclude that the 
EGS IS inadequate'^ How many from this 
stream have reached an age where they 
become eli^ble for such tests'^ Why does 
Rahul set up an indicator that he then 
ignores tti come to the conclusion that 
there IS something wrung with the EGS'.' 
I would have expected him to say that we 
would find an answer several years down 
the line But he is convinced without the 
wait - IS this because he has made his 
decision already, and this was all padding'' 
If so, why should anyone pay attention to 
this kind ot nonscn.se, for that is what it 
IS*' Neither the academic world nor the 
NGO one can afford such petty games If 
IS one of the unfortunate faults ot the NGO 
system that il indulges in this kind ol 
sloppy thinking It is just not acceptable. 
G.S2 have been kind indeed in their res¬ 
ponse. for not taking up this point 
The second question from Rahul is about 
the responsibility of the slate To Rahul, 
the state seems to be a centralised body 
represented by the central and state gov¬ 
ernments. He seems to believe that .such 
a body can, and will, meet its various 
obligations to cituens Failures, then, 
become individual shortcomings, nut 
.sy.stemic flaws To illustrate, the slate 
education system is capable of providing 
the solution to the education problems ol 
people in MP. the failure is of bureaucrats 
like GS. “who do not send their children 
to EGS .schools" Schcnic.% like the EGS 
then arc gimmicks, meant to divert atten¬ 
tion from failures ol individuals wb i run 
the system I'his explains the agony be¬ 
hind Rahul's impassioned comment But 
personalised attacks fail to convince. 
Whether this is an illustration ot bias or 
sloppy thinking I do not know. 

How has the .state failed in the EGS'' 
To say a lot more needs to be done is one 
thing. To say that by .starting the EGS the 
state IS abdicating its responsibility is quite 
another. It is the latter that Rahul is saying 
He does point out that the exi.sting .sy.stem 
of pnmary education in MP is far from 
perfect This GS2 do not dispute. Yet, 
Rahul pins his hope tor the future on an 
admittedly imperfect system. He gives no 
reasons for such optimism. To .say that the 
EGS gurujis get a petty .stipend, not a lull 
salary is neither here nor there 
GS2 say the EGS is part of the .solution 
That IS because it responds to needs that 
came out of a survey - the Lok Sampark 
Abhiyan. It provides a solution in which 
the di ffcrcnt stakeholders’ roles have been 
defined II is within the administrative and 
financial capability of the panchayat .sys¬ 
tem. These are valid reasons. Rahul sees 
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it as an abdication of responsibility Why? 
How? These are asscrticHis only, for Rahul 
does not provide any substantiation. 

What I saw in tlK field was not an 
abdication of responsibiUty, butanuanced 
and sophisticated respon.se by the state to 
the question of providing access to schools 
to children in remote ureas I did not sec 
any compromise in quality - on the con¬ 
trary, I saw a focus on quality. I saw 
sarpanchs taking an active interest in the 
education of children, especially girls I 
saw teachers who were enthusiastic about 
the work they were doing. I saw teachers 
in the regular school system interacting in 
a positive way with EGS teachers I saw 
efforts to develop teaching materials I 
.saw communities pioud of their new 
schools 1 saw communities that made 
contributions to sec that pukka buildings 
came up in the village for their school 
Education has become a live issue for 
local communities. What is there in all this 
that Rahul can object to'’ 

Kathei than an abdication of responsi¬ 
bility by the state, 1 saw a positive change 
The ‘state’ is not just the government of 
Madhya Pradesh, but much more 
Panchayats too arc an arm of the state ‘ 
The panchayai is not a contractor or NGO 
- as Rahul implicitly seems to believe. It 
IS sell-government, and the EG.S has be¬ 
come one nl its most important activities 
In the IiGS. ibe schiHil is put under the 
control of the local aim of the .state - a 
democratically elected panchayai It is the 


panchayat that has to adc for a school. It 
is the panchayai that has to provide space 
It IS the panchayat that has to select a 
gungi and it is the panchayat that has been 
empowered to pay him. The government 
of MP has devolved funds for this pur- 
po.se And because things arc done at the 
local level, the EGS schools turn out to 
bccheapci than more centralised .systems 
If the EGS IS a succe.s.s. it is a success of 
the panchayat .system 

The real questions to ask arc different 
Can the good work started by the Rajiv 
Gandhi Piathinik Siksha Mission be sus- 
tained’’ Does the .state have the resources 
to meet the demand for middle schtxils 
when all ihe children who have now been 
brought into the primary education pass 
out in five years’’ There will be a demand 
for education on a scale that tew states in 
India have seen There will be prc.ssurcs 
on the educational system ot a kind that 
has till now not been witnessed elsewhere 
What financial and administrative chal¬ 
lenges will this po.se. and how will MP 
respond to them’’ When one has tasted 
success, I allure will not be an ac-ceplabic 
option Rahul docs not seem to realise that 
old ways will not work Why is a puz/lc’’ 
Arc there vested micresui here we do not 
yet recognise'’ Is there a mindset which 
both wants centralised state intervention 
and refuses IckmI democracy’’ What are the 
stakes we ate playing fur? 

The debate may have started with the 
EGS, but the questions it is leading to have 


to do with the nature of the NGO move¬ 
ment when the state responds in a positive 
way NGOs have to realise they ate not 
a substitute tor the state at the local level. 
NGOs will have to work with local leaders 
thrown up by the panchayat system. NGOs 
will have tochangc m consequence. NGOs 
too will have Ui become accountable: they 
will have to work as watch-dogs, as re¬ 
source ccnlrc.s, etc. but they i an no longet 
hope to monopolise rural dcvcIopmcnL 
The peuple’splanningexpenencc in Kerala 
IS anotliei example ot ik:m(x.ratic awakening. 
For many who have built up an NGO 
vested interest, this will he ditficult to accept 
This kind of success will bnng in majoi 
changes In MP, the government seems tc 
be ahead of the NGOs. It i.s a sobering 
thought for the development sector 
Rahul's cry in the pages ot the EPW it 
that of a dying .species 

Notes 

1 I chwisc the .lisliKts lu be visiled, Ihe tune 
ot my visit I, jul Ihe pldces wilhin the dtstno 
that I would visa Mv plans wen; not made 
by the pnijci.i aulhonties even though the) 
invited inu Ir visit Ihi field My impression! 
have been re 'oided in in the Wonik'rtand u: 
Pnmary luluc.itiun' a leporl suhniittcd to tin 
Kapv fiaiidhi Piathmik Siksha Mission 
Bhopal in August I99K 

2 in this IK. IS nut alone Others tike V M Kiu 
have also said so See iiiy response to this M 
‘Pamhayats l.(ical Ouveminenls oi NGOs’’’ 
paper preseiiied in a seiiiiiiar at the Centa* fo 
the Study ot Culture and Society. Bangalute 
CKtohei I99S. unpublished 
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TD the toronto-dominion bank 

MUMBAI BRANCH 


BALANCE SHEET AS AT MARCH 31, 1999 


(Amounts in thousands of Indian Rupees) 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1999 


(Amounts in thousands of Indian Rupees) 



INCOME 

Interest earned 
Other income 


65,792 61,021 


EXPENDITURE 

Interest expended IS 

Operating expenses i6 

Provisions and 
contingencies 17 

73 

23,664 

23,060 

234 

32,208 

16.190 

PROFIT 

Net profit for the year 

Proflt brought forward 

46,797 

48,632 

18,993 

8,186 

12.389 

APPROPRIATIONS 

Transfo’ to statutory 
reserve 

Balance earned forward 

27,181 

12,389 

3,799 

23,382 

4,203 

8.186 


27,181 

12,389 


Die accompanying notes are an integral part of this statement. 

The accompanying notes are an integral part of this statement. 
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X) the toronto-dominion bank 

MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1999 
(Amounts in thousands of Indian Rupees unless otherwise stated) 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 

FOUCIES 

(a) General 

The finanaal siatements have been prepared under 
the historical cost convention, and conform to statutory 
provisions and practices prevailing within the banking 
industry in the country. 

(b) Investments 

Investments are valued m accordance with the circulars 
of the Reserve Bank of India CRBl*). 

Government secunties. not intended to be held to 
maturity, are valued at the lower of cost or maiiet 
value. Market value is determined on the basis of the 
last available market quotations at year-end. Net 
cfepreciation. if any, is provided for; net appreciation, 
if any, is ignored. 

(c) Advances 

Doubtliil advances are idenufied by periodic appraisals 
of the portfolio by management and appropriate 
provisions are made based on the provisioning guide¬ 
lines issued by the RSI. 

(d) Fiacd anets and depredation 

(i) Fixed assets ue stated at erfst less accumulated 

depreciation. The Bardc all costs relat¬ 

ing to die accpiisition and installation of fixed 
assets. 

(ii) Dqiredation has been provided on the written 
down vahie method at rates spedfied by the 
Head Ofiioe (rangiiv from 22 to 40 per cent per 
annum), which are higher than the miniimim 
rates prescribed under Schedule XIV to the 
Companies Act, 1956, except for computer 
equipment where riepredalian has been piovkied 
at -the mtes spedfM' in Schedule XIV to the 
Companies Act, 1956. 



1999 

1998 

2. CAPITAL 



Capital 

410,359 

387,686 

Deposit with the Reserve 



Bank of India under Section 11(2) 
of the Banking Regulation 

Act. 1949 

4,500 


3. RESERVES AND SURPLUS 



Statutory reserve 



Opening balance 

4,203 

- 

Additions dunng the year 

3,799 

4,203 

Closing balance 

8,002 

WKJmm 

Baluice in profit and loss account 

23.382 

8,186 


3r.i¥4 

n.sM’ 

4 . BORROWINGS 

■ 


In India 



Banks other than the 



Reserve Bank of India 


- 

• 

5. OTHER UABILITIES AND 



PROVISICmS 



Interest accrued 

45 

... 

Others (including provisions) 

4,700 

3,742 


4,745 

3,742 

6 . CASH AND BALANCES 



WTIH RESERVE BANK 

OF INNA 



Cash in hand 

Balances with Reserve Bank 

19 

15 

of India 



In current accounts 

796 

170 


815 

185 
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MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1999 


(Amounts in thousands of Indian Rupees unless otherwise stated) 



199‘) 

1998 


1999 

1998 

7. BALANCES WITH BANKS 



11. OTHER ASSETS 



AND MONEY AT CALL 

AND SHORT NOTICE 



Interest accrued 

881 

235 

In India 

Balances with banks 



Deposits 

14,639 

14,618 



Others 

4,767 

4.492 

In current accounts 

804 

1,787 




In deposit accounts 

160,500 

45,000 


20,287 

19,3^5 


161,304 

46,787 




8. INVESTMENTS^ 



12. CCmnNGENT LIABlLim^ 



Investments in India in 



Guarantees given in India 



Government securities 



on behalf of constituents 

91,000 

91.000 

Gross investments 

Provision foi depreciation 

A.774 

(174) 

1,153 

(53) 

Acceptances, endorsements 


— , 


and other obligations 

67,190 

• 

Net investments 

4,600 

2,100 


9. ADVANCES 




158,190 

91,000 

(a) Cash credits, overdrafts and 






loans repayable on demand 

75,000 


13. INTEREST EARNED 



Term loans 

279,000 

329,000 

Interest/discount on advances/ 




354,000 

329,000 

bills 

53,866 

19.123 

(b) Secured by tangible assets 

279,000 

179,000 

Income on investments 

560 

62 

Unsecured 

75,000 

150,000 

Interest on balances with Reserve 




354,000 

329,000 

Bank of India and other 




—- 


inter-bank funds 

8,392 

2,740 

(c) Advances in India 



Others 

36 

I 11 

Pnonty sector 

75,000 

- 



Others 

279.000 

1 329.000 


62.854 

21,936 


354,000 

329,000 


_ 






10. FIXED ASSETS 



14. OTHER INCOME 



Other flxed assets (including 






furniture and fixtures) 



Commission, exchange and 



At cost: 

Beginning of the year 

9,485 

8,195 

brokerage 

2,002 

37,655 

Additions dunng the year 

1,032 

1,290 

Net profit on sale of investments 

- 

1,430 

Deductions during the year 

(37) 

- 

Miscellaneous income 


* 


10,480 

9,485 

Commitment fees 

1 

872 

• - 

Depreciation to date 

(4,998) 

(3.085) 

Others 

64 

- 

Net book value 

5,482 



2,938 

39,085 


■■■1 
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TO THE TORONTO-DOMINION BANK 

MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1999 


(Amounts in thousands of Indian Rupees unless otherwise staled) 


1998 


IS. INTEREST EXPENDED 

Interest on Reserve Bank of India/ 
inter-bank borrowings 



16. OPERATING EXPENSES 

Payments to and provisions 
foi employees 
Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on the Bank’s 
property 

Auditors’ fees and expenses 
Legal and professional tecs 
Postage, telegrams, telephones, etc 
Repairs and maintenance 
Insurance 
Travel expenses 
Other expenditure 
Prior year expenses 


17. PROVISIONS AND 
CONTINGENCIES 

Geneal provision against 
advances 

Depreciation in the value of 
investments 

Provision for interest tax 
Provision for income tax 


23,664 32.208 


174 

1,086 

19,600 


53 

387 

14.250 


18. CAPITAL ADEQUACY 
RATIOS (in per cent) 

Tier I capital 
Tier II capital 

Total capital 


The above capital to risk assets 
ratios are determined on the 
basis ot circulars issued 
by the RBI. 


19. BUSINESS RATIOS 

(a) Interest income as a 

percentage to working 
funds 

(b) Non-interest income as a 

perepntage to working 
funds 

(c) Operating prof't as a 

percentage to working 
funds 

(d) Return on assets 

(e) Business (deposits plus 

advances) per employee 

(f) Profit per employee 


1999 1998 


14 63% 

5.43% 

0 68% 

9.68% 

9.79% 

7.08% 

3.48% 

5.76% 

35,363 

11,248 

2,374 

1,377 


20. PRIOR YEAR COMPARATIVES 

Pnor year amounts have been reclassified wherever 
necessary to conform to the current year's presentation. 


23,060 16.190 
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u THE TORONTO-DOMINION BANK 

MUMBAI BRANCH 


AUDITORS* REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have examined the balance sheet of The Toronto-Dominion Bank - Mumbai Branch Tthe Bank’) 
as tu March 31, 1999 and the related profit and loss account for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards and, accordingly, included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. We have also obtained all the information and explanations which, to the best of our 
knowledge and belief, were necessary fcu’ the purposes of our examination and have found them to be 
satisfactory. 

In accordance widi the provisions of Section 29 of the Banking Regulation Act, 1949 (‘the Banking 
Regulation Act’) and the provLsinns of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) 
of Section 227 of the (Companies Act. 1956 (‘the Companies Act’), the financial statements are not 
required to be. and are not, drawn up in accordance with Schedule VI to the Companies Act. The financial 
statements are, timefore, drawn up in conformity with Forms A and B (revised) of die Thud Schedule 
to the Banking Regulatitm Act 

In our opimon, the accompanying financial statements give a true and fair view of the state of affairs 
of the Bank as at March 31, 1999 and of its profit for the year then ended. 

Fiiilhetmoie, in our opinion, 

(a) the transactions of the Bank which have come to our notice have been within its powers; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, have 
complied widi the accounting standards referred to in Section 211 (3C) of the Companies Act. 
insofar as they are not inconsistent with the Banking Regulation Act and the method of accounting 
prescribed by the Reserve Bank of India, and give the information required by the Companies Act 
in the manner so required for banking companies; and 

(c) the Bank has maintained proper books of account as reqmred by law insofar as appears from 
our examination of those books. 


Arthur Andosen A Associates 
Chartered Accountants 


Mumbai 
May 12. 1999 


Sd/- 

Narayan K. Seshadri 
Partner 
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LETTERS TO EDITOR 


Regional Disparities 


THE paper on 'Convergence of Incomes 
across Indian States’ by M Ctovinda Rao 
and others (March 27) reveals that the 
system of working of tlw Indian economy 
today is leading to widening of dispanties 
ofincomeshetween different stales ofindia 
Private investment is channelised more in 
favour of developed states and so is public 
expenditure. Pnonty .sector investment of 
banks is more unfavourably distributed to 
backward states than i.\ total bank credit. 
This is probably because while the banks 
have grraler difficulty identifying profitable 
investmemoppoitunities in backward .states 
the problem becomes more severe when 
it comes to meeting pnonty sector targets 
Here I would like to mention one aspect 
of state government finances in bidia which 
is not discussed by the authors. The capa¬ 
city of backward stales is weaker com¬ 
pared to developed states in the matter of 
mobilisation of resources through taxation, 
etc. Butall state governments tend to nuiin- 
tain the same Icvpl of pay scales for their 
employees as the central government. Thus 
backward states like Bihar have difficulty 
when It comes to fulfilling the recommen¬ 
dations of the Pay t'ommissions. Ulti¬ 
mately while the revenue earning capacity 
of backward states is lower they try to 
match the non-plan expenditure levels of 
the more pr(»pcrous states. With pressure 
from both sides, the level of plan expen¬ 
diture and expenditure on infrastructure 
sectors which emerges as a residue after 
meeting non-development expenditure 
shrinks in the backwaid states Low levels 
of public expenditure on tnfra.stFucture and 
plan programmes in the backward states 
lead to accentuation of regional disparities 


New Delhi 


P V RAJHiV 


Militarising Kargil 

WE strongly condemn the intrasion in 
Kargil by Ute Pakistan army. But we also 
strongly oppose the Indian government's 
exclusively militanstic response to the 
crisis The war hystena that IS increasingly 
being built up on both sickss of the border 
must be seen for what it is: a chauvinistic 
move oy the beleaguered leaders to deflect 
people’s attention fnim their otherwise 
dismal performance. The war in Kaigil is 
already being used to further militarise the 
entire region. Both the governments have 
hiked their defence allocations after the 
conflict broke out; it is also being de¬ 
manded that additional funds be allocated 
to the Indian armed tmees to enable them 
to technologicallyupgradc their weaponry. 


And alarmingly, the Indian prime minis¬ 
ter has now publicly declared that die 
Indian government intends to reclaim not 
only the LoC but also Pakistan-occupied 
Kashmir, 'pcacefully’(!). The Indian 
government’s preference for a purely 
militansuc solution to the crisis when 
hundreds of jawans have already lost their 
lives betrays a cidlous regard for these 
lives in the name of patriotism. Besides, 
the swift ban on Pakistan television by the 
central government and the investigation 
by the police to discover ’suspected' ISI 
agents (a code for suggesting that Mu.s- 
liins arc anti-national?) suggest that the 
war in Kaigil is also being used to whip 
up patriotic hystena to attack the demo¬ 
cratic nghts of the people. These attacks 
on democratic rights are likely to he further 
intensified if the military conflict is pm- 
longed. We believed that the people and 
thrir democratic organisations in India 
and Pakistan should urgcmly prc.s.sunsc 
their governments not to 'militarise' the 
ensis but adopt a diplomatic approach to 
resolve it. We need to remember that the 
pnee for this war, like for most wars, is 
being paid by the jawans and the ordinary 
people of both nations 

Vruenusa, Nagraj Aovf 

Diane 

Upheaval in Congress 

THE recent upheaval in the Congrc.ss 
Party, caused by the rebellion of three 
senior leaders ^serves to be taken as 
happy development as far as genuine 
democratisation process is concerned In 
this way people will get nd of the syco¬ 
phantic culture which has been a hallmark 
of Congres.s Party since the time of taking 


over of Indira Gandhi, inflicting cMnlitat- 
ing impact on people’s faith on the democ¬ 
racy. In such situation leadership become 
a pawn at the hands of nonentity ‘coterie’ 
We are well aware that under Rajiv 
Gandhi’s regime die country had to en¬ 
dure immense damage and its repercus¬ 
sions are yet to be subsided and gave 
enough space to the communal fascist 
forces to manoeuvre for the accomplish¬ 
ment of their nasty designs. We cannot 
afford to give the leadership of a countiy 
to an ignorant inexpcnenced person who 
cannot contribute anything, but devote 
their time to serve the purposes of the 
coterie and add further to the kitty of the 
countiy’s problems. Our leaders always 
use emotions as entrenched instrument foi 
the furtherance of theirs vested interesi 
lathcrthan raise .substantive is.sucs. People 
arc led to the bind and leadership thrives 
on It giving further fillip to the people-al 
large to remain aloof from the demiKratic 
process - a dangerous omen for the future 
of our democracy itsclt. The same thing 
has been done by Pawar, Sangma ap'^ 
Anwar by raising emotive issues. They 
should have rais^ the question of Sonia 
Gandhi's qualification and experience and 
tcci of ground reality, necessary to lead 
the country As Pawar said in his interview 
(TOI. May 24) that “the new alternative 
will be suffused with the ideology ol 
Congress and do away with all the draw¬ 
backs of the Congress". Then they have 
to jettison all the shortcomings accompa¬ 
nied which have besieged the Congress 
Party nght from the lime of Indira Candhi 
Do they have the ncce.ssary gumption to 
do so? 
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A Little Untangling 

T he removal of Jagmohan from the communications 
ministry has served to focus attention, once again, on the 
jnwhoicsome tangle that once had been the country's telecom 
policy. Many have chosen to conclude that the unusual 
reshuffle of ministerial portfolios in a caretaker government 
was the direct result of the telecom lobby’s displeasure with 
:he upright minister’s decision to encash the bank guarantees 
jf private sector licensees who had defaulted on the promnsed 
licence tec payments Such an interpretation docs less than 
justice to the circumstance that favoured Jagmohan’s cxii 
Irom the ministry. 

' I'he telecom policy announced with much fanfare and great 
expectations in 1994 turned out to he a failure. The then 
minrstcr for communications, Sukh Ram. oversaw the bungled 
attempt to initiate private sector participation in the provision 
of telecom services .Succcs.si vc governments .since then have 
failed to undo the damage done While there has been 
remarkable increase in tcic-density from I 2 to nearly 2 over 
the decade, the tact lemams that this level of telephone use 
reflects a sadly stunted telecom infrastructure. All hopes of 
the country emerging as a successful provider of services and 
a software superpower, apart from overall competitiveness of 
the economy, restondicavailability of ancfricient, inexpensive 
telecom infrasU'uctuie. The telecom policy of 1994 and its 
iniplemcniation have failed to create such an infrastructure 
The basic Haw of the policy was that it failed to appreciate 
Ac technological changes that have been transforming 
communications. Conventional fixed line telephony, wireless 
telephony, data transmission over computer networks and 
conventional television broadcasting have been converging 
over the decade into a seamless whole I’he convergence is far 
from complete, true. But policy has to be such as would enable 
rather than hinder technological advance and efficiency 
improvements. The telecom policy o*" 1994 saw private 
participation in telecom services as a compromise called for 
by the paucity of resources with the government. Ideally, 
policy should have seen private entry into telecom as part of 
tcalising the potential of technological and organisational 
change sweeping across the world of telecom wherever obtuse 
government policy did not stand in the way. 

These changes meant that telecom was not a natural 
monopoly any longer and that competition could bnng about 
reduction in costs and improvement in efficiency, provided 
sector was unbundled into its component ^tivity segmeiHs 
Strong and independent regulation is one of the activities 
that would emerge from the previous bundle. Tcrhnology 


changes are so rapid that it makes sense for the government to 
confine itself the activities that it alone can perform and let the 
market evolve, define and operate the other activities. 
Regulation has to be ensured by the state but cannot be earned 
out by the state in a situation where the state itself is a major 
player. So this calls for an independent regulator The other 
)ob that only the government can undertake is to allocate the 
only finite resource in telecom, the electromagnetic frequency 
spectrum, among different claimants. Once this is done, any 
number of operators can compete with one another in offenng 
communication .services. While the number of players offenng 
backbone services for carrying huge quantities of information 
across the nation and outside would not be large, there need be 
no limit on the number of players who ply information over 
these earners and/or over local networks. Service providers 
can own the local networks or simply utili.se for a fee the spare 
capacity of someone elsc’s network. The local network can be 
conventional telephone wires, the cable TV operators’ cables, 
wireless local loops or a combination of these Service provider 
could offer any combination of basic telephony, mobik* 
telephony, Internet connectivity and access to television 
channels, without rc.striction on the services that a single 
operator can provide. Such flexible practices would lower 
costs by optimising utilisation of carrying capacity, provided 
interconnect agreements arc fair and fairly impicmenuxi 
under the watchful eye of the regulator. 

Instead of appreciating the potential for integrated 
communication and competition created by telecom 
technology. India’s telecom policy opted to separate basic 
.services from value-added services, issue separate circlcwi.se 
licences fur each type of service, debar intcrconncctivity 
except through the government opcratoi and institute a 
I S-ycar duopoly for basic services and a lO-ycar duopoly for 
mobile services, with the government's partner m oligopoly 
to be chosen on the basis of the quantum of licence fee the 
operator was willing to pay. The operation of the policy led to 
telecom bids that saw enormous amounts being promised as 
licence fees Five years after the adoption of the policy in 
1994, the government could issue just six operating licences 
to private sector players for basic .services and collect a few 
crore rupees as licence fees, although bidding took place for 
all 21 circles. Of these six, only two have commenced operation. 
Recognising the failure of this policy, the government set 
up numerous task forces and advisory groups on telecom, 
liieir cumulative efforts and the vested interests of the 
department of telecommunications (DoT) produced a new 
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Tetecom Policy 1999. TTic new policy 
envisaged multiple operators ineach circle 
and revenue sharing instead of licence fee 
payment as the mode of sovereign 
recompense for allowing entry into the 
telecom service business. However, the 
policy left it to the solicitor general to sort 
out questions such as how many players 
could be permitted into the circles where 
the government had already granted 
duopoly licences and whetheraswitchovcr 
to revemie sharing could be pos.siblc 
The telecom minister proved to be the 
biggest obstacle to the implementation of 
the new policy. To begin with, he com¬ 
pletely failed to appreciate the importance 
of having an effective, independent 
regulator and fully sided with DoT’s 
attempts to undermine the authority of the 
Telecom Regulatory Authority of India 
Thereafter, he insisted on payment of the 
full amounts of licence fees that telecom 
operators had contracted to pay before any 
change could be permitted. On the face of 
It. this sticking to the letter of the law 
seemed a reasonable position. But in 
reality, it only blocked any progress in 
implementation ot the new policy and 
expansion of the telecom sector. Since the 
govemmem itself proposed to renege on 
its part of the contract loprovide the private 
operator with a 1 S-year duopoly, it had no 
moral right to insist that the pn vate players 
stick to their part ot the original, obsolete 
deal. Further, proceeding on purely legal 
terms, the government would bd liable to 
pay damages to the licensees as well as 
other telecom companies for their losses 
arising from the change of telecom policy. 
The licensees would lose out through fresh 
competition and new entrants put to a 
competitive disadvantage by the head start 
given to the licensees lor setting up tnfia- 
stnicture. Clearly, the solution could not 
be legalistic The situation called for com¬ 
promise, collaboration and voluntary 
switchover to the new policy regime. In 
short, the situation called for leadership. 
Jagmohan totally failed topmvide this. And 
the many loose ends in the telecom policy 
that need to be tied up for the development 
of an integrated, seamless communication 
industry m the country will have to await 
the amval of a new government. 

CENTRE-STATE RELATIONS 

Unsavoury Changes 

IT IS curious that K C Pant aiul his cohorts 
in the Planning Commission should have 
decided to announce drastic changes in the 
established procedures for the allocation 
and release of central plan assistance to 


the states at this point of time. The Plan¬ 
ning Commission itself is only an execu¬ 
tive arm of the administration at the centre. 
It has no constitutional position of its own, 
whereas the procedures the commission 
has tried to amend had the sancuon of a 
constitutional body, namely, the National 
Development Council and were in opera¬ 
tion for 30 years or more. 

The Planning Commission’s communi¬ 
cation to the states on the subject makes 
no secret of the present commission's 
view that formula-based central plan as- 
si.siancc has ‘induced a feeling that the 
central assistance would be available in 
any case and even in cases of non-perlor* 
ntance” and that, as a consequence the 
present arrangement has given nse to 
. ’.‘various negidive features” and needs to 
be replaced by an arrangement under which 
the Planning Commission can monitor ^he 
performance of the states in specitic 
projects, and casure observance ot the 
commission's guidelines. The proposed 
alternative arrangement envisages moni¬ 
toring performance from month to month 
according to a detailed memorandum of 
understanding (MOU) to be entered into 
with each .state and makes releai>e of funds 
subject to certification by a bureaucrat, 
dc.signated as state plan advisor sitting in 
tliePlanningComrois$ion,whuwouldalso 
be “visiting the concerned stale from time 
to time to leview the progress of plan 
schemes”. 

It would appear that the initiative taken 
by the central ministry of finance to enter 
into a MOU for special assistance to some 
satate governments - Punjab. Rajasthan 
and Uttar Pradesh - which were in dire 
need of financial support to implement 
pay revisions, was only the thin end of the 
wedge. The Planning Commission now 
proposes to set up, with effect from April 
2000, a fund from which assistance will 
be allocated to the states fot specific 
projects, on the basis of detailed MOU's 
laying down performance enteria and 
parameters. This, it is claimed, is intended 
“to bring about greater financial discipline 
and to den ve optimum output out of various 
plan schemes”, quite forgetting that simi¬ 
lar attempts in the past had failed miser¬ 
ably to ensure anything close to either so- 
called financial discipline or optimum 
results. Rajiv Gandhi's stnctur&s regard¬ 
ing massive leakages were made against 
schemes administered and monitored under 
the central auspices. 

Obviously. K C Pant and his colleagues 
in the Planning Commission see ho oin- 
tradiction between the underlying ahempt 
in the proposed new arrangement to con¬ 
centrate powers in its hands to allocate 


funds to the states by way of central plan 
assistance and regulstte dM release of such 
funds and its complaint, in the same 
communication, that state governments 
are slow “to delegate adequate financial 
amkulministrative powers to these bodies, 
(peoples’ institutions like HUs) and'tlV 
empower them to become effective instru¬ 
ments for ensuring socio-economic bet¬ 
terment of the people”. If die state gov¬ 
ernments were to follow the model being 
propo.sed by the Planning Commission in 
regard to financial and administrative 
devolution to their local bodies, this will 
sound the death knell of decentralisation. 
Clearly, the agenda of K C Pant and 
company is not to promote decentralisation, 
but to reverse whatever modest de¬ 
centralisation in the planning process has 
been achieved during the recent past, even 
between the centre and .states. While there 
are bound to be interstate disparities in 
regard to fiscal, no less than administra¬ 
tive, management issues, to u.se them as 
apietexttorrcversingtheprucessoffedcral; 
functioning and that too through a care 
taker administration, which has has \s'{ 
seek a new mandate within a few montti.s 
smacks, to say the leas*, of sense <>» 
desperation at^ iitesponsihility. 

GOA 

Poll Lessons 

THOUGH wafer-thin, the ma|orily wo 
by the Congress in the Goa assembly eu 
be expected to put on hold, at least tor tim 
being, the spate ot defections and countci 
defections which, following fractuto 
mandates, had played havoc with govern 
mental .stability in this small state for tb 
past one decade. The Congress will alv 
denvc .some sati.siaction from the fact l? 
in terms of seats won it is ahead of its man 
opponents in the state by a comfortah^ 
margin. All the same, a closer look at th 
Goa assembly results brings out that ih 
Congress's succe.ss is more attribut^le< 
the failure of its opponents, especially t 
BJP and the Maharashtrawadi Gomant 
Party (MGP), to forge a pre-poll alliani 
which gave the Congress an edge in t 
resultant multi-comered contests. 

Given the 26 per cent and 14 per ct 
of the vote secured by the BJP and t 
MGP respectively, and the small margi 
of victory m Goa’s relatively tiny asset 
bly constituencies, it is clear that had ti 
two parties pooled their votes, the Co 
gicss which polled 39 percent of the voi 
would not have won a majority in ^ 
as^mbiy. But the BJP state unit, 
enthused by the sharp rise in the paft]| 
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voteibareinthe 1996and l998LokSabha 
elections and partly hoping to ex|rfoit the 
sympathy factor over the dismissal of the 
Vajpayee govemmmt M the centre, was 
detennined to prove the party’s indepen¬ 
dent strength in the state. In the ciicum- 
Jluices. the breakdown of the talks for a 
pre-poll alliance with the MGP, a regional 
party with a traditional base in north Goa, 
was almost a foregtine conclusion. In 
retrospect, the BJP’.s state unit seems to 
have overestimated support for the party. 
The party has won 10 assembly scats 
compared to the lead inasmany as 17 
assembly segments which the BJP had 
secured in the 1998 Ixik Sabha election.s. 
indicating that the MGP's support m north 
Goa IS still crucial to the BJP to defeat 
the Congre.ss in the slate In the event, the 
division of the anli-Congrcss vote helped 
the Congress to win 9 ol 19 seats i n Hindu- 
dominated north Goa While the electoral 
outcome in north Gou suggests that the 
Congress continues to have a .significant 
lollowing among the Hindus, the rc.sults 
m south God suggest that the Catholic 
('hiistians in the state have not voted en 
%H lor the non-BlP, non-MGP parties 
either In Catholic-dominated south Goa, 
the BJP ha.s won quite a tew .seats indi¬ 
cating that It has made some inroads into 
the Chnsttun vote 

fhe eleciioii results have also shown 
that the M(}P's demand lor half the as¬ 
sembly seats under a BJP-MGP alliance 
was exaggerated With Goa achieving 
statchiKxl m 1988 and Konkani having 
been made the otfieial language, the base 
of the MGP III the north, rcxited .since the 
hheiation ot Goa in the Marathi linguistic 
identity and cln.seness to Maharashtia, is 
getting crcHicd. The very sharp n.se in the 
RIP’S .share ol the vote Irom 9 per cent 
trithe 1994 assembly elections to 26 per 
cent this time has i learly been at the 
c\pcn.se of the MGP whose share has 
dropped from 22 to 14 per cent With the 
RJP on the ascendant and with the Lok 
.Sahha elections round the comer, the 
possibility ol a group within the MGP led 
by the party's senior leader Sashikala 
Kakodkar merging with the BJP cannot 
be ruled out Kakodkar, it will be recalled, 
had threatened to join the BJP in ca.se the 
BJP-MGP alliance failed to materialise 
(or the as.scmhly elections. 

With the two national parties, the Con- 
greits and die BJP. together amassing 6S 
per cent ol the total vote, the Goan elec¬ 
torate has shown its lack of enthusia.sm 
lor regional parties like the MGP, Wilfred 
P’Souza’s Goa Rajiv Congress and the 

'lilted Goans DenuKratic Party. These 
smaller parties are generally thought to 


have been responsible for the game of 
defecticMis which has so dominated Goa's 
assembly politics for a decade. 

While the BJP certainly would have 
liked to have had Cma under its belt uid 
thus increased its sphere of influence along 
the west coast of the countty, the objective 
was clearly too ambitious for a new en¬ 
trant into the state's politics. On the other 
hand, the Congrcs.s. now in the saddle, 
cannot alfurd to he complacent, not only 
because it has to measure up to the ta^ 
of providing stable governance but also 
because the BJP is fast catching up with 
It in the stale. 

INDIA ANI' BANGLADESH 

Troubled Ties 

DESPITE the inauguration of the much 
needed bus service between Calcutta and 
Dhaka iclations between Bangladesh and 
India, particularly West Bengal, are not 
likely to mend miraculously. The two 
thorny issues ol '.hanng of the Ganga 
waters and the iiitlux of migrants from 
Bangladesh continue lo queer the pitch of 
good neighbourlmcss in this eastern part 
of the subcontinent 

Compulsions, economic and othcrwi.se, 
in both the countries have stood in the way 
ol an ambicabic settlement of these two 
outstanding piohlems They have been 
turthcr aggravated by the operations of the 
ultra-nationalist and fundamentalist reli¬ 
gious forces in the two countries In India, 
the .Sangh panvar is whipping up an anti- 
Bangladc.sh iren/y by spreading rumours 
of Bangladeshi Muslim preponderance in 
the borderdistncts of India. Its demolition 
of the Bahn ma.sjid in Ayodhya, followed 
by Its a.ssumption ol power in New Delhi, 
had already alienated people in Bangladesh 
who now tend to identity India as a Hindu 
chauvini.st stale which persecutes its 
Muslim minorities, and is ambitious of 
imposing Its political and cultural hege¬ 
mony over Its neighbours. In Bangladesh, 
this has provided (he Islamic fundamen¬ 
talist Jamaat-c-lslami (which till recently 
had been a negligible political force. 
di.scarded by the majuiity of Bangladeshis 
tor its coliaboralion with the Pakistani 
army during the 1971 civil war) with a 
heaven-sent opportunity to rehabilitate 
Itself by rallying the people on a religious 
platform It has also allied itself with 
Khaleda Zia’s BNP and Etshad's Jatiya 
Dal in the ongoing agitation against Sheikh 
Hasina’s Awami I a;i>gue government, thus 
hopping to enlarge its constituency. One 
of the main planks of this agitation which 
brings together all these opponents of 


Hasina’s is a strident aiMi-bidian position, 
pnmanly over the Parakka issue. Even a 
section of the Left in Bangladesh shares 
this position, when it quite often accuses 
India of striving to become a supremacist 
and expansionist power in the subconti¬ 
nent. 

But while one can understand the rea¬ 
sons for the animosity of Banglade.shis 
against India, and even share their feats 
about the BJP government at the cenue. 
secular and democratic minded Indians 
may feel a bit disturbed when they find 
that the opposition to India in Bangladesh 
IS being led by an alliance of political 
forces which are totally opposed to secular 
principles (like the BNP and Jatiya Dal), 
and believe in establishing a theocratic 
state (like the Jamaat). They are the 
Bangladeshi counterparts of the oppor¬ 
tunist Indian political parties who have 
struck up an alliance among themselves 
(the best example is that of the self-pro¬ 
claimed socialist leader George Fernandes 
working in landeni with the arch Hindu 
communal BJP),inoidertocometopower 
at the centre. 

Significantly, the fanatical religious 
forces on both sidesol thelndo-Bangladcsh 
border (the Hiitdu RSS in India, and the 
Jamaat in Bangladesh) share in common 
the belief in the basic principle ol using 
religious sentiments and prejudices to 
mobilise masses for fa.scistic attacks 
ondemtKratic and secular forces. The 
similarities are strikingly ominous In 
Bangladesh, the Islamic fundamentalists 
after having hounded out the novelist 
Tasleema Nasrin fur her criucism of or¬ 
thodox religious tenets and practices in 
Islam, mounted recently a murderous attack 
on the famous progressive poet Shamshur 
Rahman, who escaped death by sheer 
chance Wc find here shades of the Hindu 
Sangh panvar’s aiiacks in India agaiast 
Indians who dare to challenge their 
hrahniinical siraightlaced interpretation of 
Hindu religion and their superstitious 
customs and practices 

Given this situation in Bangladesh. India 
is expected to play a more responsible rote 
in its relations with Bangladesh, so as not 
tojeopardi.se the future of democracy and 
secularism in that country by paving the 
way for the rise ol religious fundamen¬ 
talist forces there, and thus creating an¬ 
other hostile neighbour Can one expect 
the BJP government at the centre to play 
that role? For, it appears to be moving in 
a direction that is calculated to strengthen 
the hands of the Islamic fundamentalist 
forces and nghti.st parties in Bangladesh, 
which may see further detcnoralion in 
Indo-Bangladesh relations. 
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There has hern the relative stagnatioa in the rate of household saving m rinancial aiseu dunng the pasi six to seven yean. Funher, iluggnlmess m the 
equity maiiut. slow growili of mutual funds and a sethack uilfered by NBPCs. have combined to anest the financial divetsification which was once discermbie 
in the Indian rconomv All indicalians ponray (al a continued depression m the pnmaiy equity market. (b> a significant growth of debt insuumenis, and 
(c) vast gyrations in ihe hehavKHii of the secondary market for «)uity 
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Capital Market 




Share Pnce Index 

June II. Month 
1999 Ago 

Year 1994.2000 So Far 
Ago Trough . Peak 

1998-99 End of Fiscal Year 

Trough Peak 1998-99 1997-98 1996-97 1995-96 


BSE Sensitive Index (1978-79 »i00) 

3969 

3900 

3336 

3245 

4075 

2783 

4281 

3740 

3893 

3361 

3367 

lbSE-100 (1983-84 slOO) 

(19 0) 


(-15 1) 





(-3 9) 

(1.5 8) 

(-02) 

(3 3) 

1728 

1705 

1464 

1409 

1761 

1242 

1890 

1651 

1697 

1464 

1549 


(18 0) 


(-13 0) 





(-2 7) 

(15 9) 

(-5 5) 

(-3.5) 

BSE-200 (1989-90 =100) 

393 

385 

333 

322 

401 

289 

429 

380 

377 

328 

345 


(18 0) 


(-112) 


• 



(08) 

(14 9) 

(-5 0) 

(6 3) 

BSE-Dollex (1989-90 =100) 

152 

ISO 

131 

126 

158 

114 

180 

149 

159 

1.52 

169 


(16 0) 


(-24 7) 





(-6 3) 

(4 6) 

(-10 1) 

(-13 3) 

S&PCNX Nifty (Nov \ 1995 =1000) 

1142 

1116 

963 

9t| 

1179 

812 

1213 

1078 

1117 

968 

na 


(18 6) 


(-12 9) 





(-3 5) 

(15 4) 




P/E Ratio (Month Average) 

March 

March 

March 

Match 

March 

March 

March 

March 

March 

Marah 

March 


1999 

1998 

1997 

1996 

1995 

1994 

199.3 

1992 

1991 

1990 

1989 

BSE Sensitive Index 

14 59 

153 

130 

■nXl 

30 4 

46 8 

29 3 

443 

19 7 

■m 

19 1 

BSE-lot) Index 


136 

12 4 


347 

46 9 

27 1 

41 9 

19 1 

IB 

182 

BSE Turnover (Rs iroaO 

1998-99 1997-98 

1996 97 

1995 96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 1989-90 1988-89 


Specified Shares 

3091.37 

205957 

118763 

26849 

154.56 

62212 

33207 

54610 

28863 

2S2I2 

17357 

Non-speriiied Share.s 

2862 

1687 

.5427 

2t2l5 

52292 

22324 

12489 

17168 

7149 

4173 

3206 

Total 

.311999 

207664 

124284 

5(H)64 

67749 

84536 

45606 

71777 

36012 

29386 

20563 

Average Daily Tumnvei 

1284 

851 

518 

216 

292 

388 

238 

<32 

189 

135 

97 5 

Number ot Working Days 

243 

244 

240 

232 

232 

218 

192 

216 

191 

218 

211 


Market Capitalisation March 


(Las* working day) (Rs cnire) 

1999 

1998 

1997 

1996 

1995 

1994 

1993 

1992 

1991 

LksF. 100 Index 

^I9S72 

249915 

209 ttl 

1448.52 

141263 

146176 

73075 

112041 

37.560 


« 

(19 4) 

W 

(2-5) 

(-3 4) 

(1000) 

(-34 8) 

(198 3) 


BSE Sensitive Index 

201642 

197982 

162931 

87159 

80460 

84615 

15258 

72258 

21458 


« 

(19 4) 

0 

(8.3) 

(-4 9) 

(87 0) 

(-37 4) 

(236 7) 



Capnal Issues 

Apnl-Februory 






799i-99 1997-08 1997 98 

1996 97 

1995-96 1994-9.5 

1993 94 

1992-93 

1991-92 1990-91 198i<^ 

folal 









Numbei of issues 

42 92 102 

842 

1677 

1678 

1138 

10.37 

517 

364 408 

Amuuni (Ks iruie) 

4627 4 2647 4 3138 3 

10424 1 

16172 3 26416 7 

19355 4 

19825 6 

5756 8 4312 2 6473 1 

1) Equity shares 









Nuiiibei oi issues 

29 82 89 

805 

1605 

1548 

989 

867 

368 

246 268 

Amount (Ks enne) 

2.539 4 1084 7 1162 4 

61160 

12052 1 17414 4 

9967 1 

9981 1 

1731 3 

1284 3 1218 8 

2) Piefcreiice shares 









Nuinhci of issues 

3 . 1 

5 

9 

9 

4 

I 

3 

3 4 

Amiiuni (Rs croic) 

59 7 4 3 

74 9 

1.50 1 

131 3 

6.3 4 

05 

1 5 

13 1 79 

3| Debeniiires 









Nuinhci oi issues 

10 in 1? 

t2 

63 

121 

145 

169 

146 

115 136 

Amount (Ks crore) 

2028 3 1562 7 1971 6 

4231 2 

3970 1 8871 0 

9324 9 

9844 0 

4024 0 

3014 8 5246 4 

^ K Convertible 









Numbei of issues 

4 9 10 

20 

48 

100 

I2J 

1.50 

133 

94 109 

Amount (Rs ciore) 

128 3 1462 7 1471 6 

527 4 

3438 4 7643 0 

8106 9 

7864 8 

3496 9 

2356 6 4762 2 

B Non-Conveitible 









Numbei ol issues 

6 1 2 

12 

15 

21 

22 

19 

13 

21 27 

Amoum (Rs crore) 

1900 0 100 0 500 0 

370' 8 

531 7 

228 0 

1218 0 

1979 2 

577 1 

658 2 484 2 

Investment by Foreign Institutional Investors (Fils) in Secondary and Piimary Markets 

Ycar/Munth 

Number of Gross Puich.isrs 

Cross Sale 


Net Investment 

Cumulative Net 


Rcgd Flis 




-- ^ 



Investment 


(cuinulative) Rs crore 

US $ mn 

Ks enm 

USSmn 

Rs crore 

USSmn 

US $ mn 

Jan-Mor 1993 

18 17.5 

5 6 

40 


1 3 

134 

4 3 

42 

1993-94 (Apnl-Morch) 

158 5.592 7 

1782 8 

466.5 

148 7 

5126 5 

1634 1 

1638 3 

1994-95 

308 7631 1 

2431 2 

2834 6 

902 9 

4796 3 

1.528 3 

.3166 6 

1995-96 

367 9693.5 

2858 6 

2751 7 

822 9 

6942 0 

2035 7 

5202 3 

1996-97 

4.39 15457 7 

4)64 6 

6973 6 

1957 5 

8484 2 

2407 1 

7609 4 

1997-98 

496 17.356 3 

h"-' 2 

12090 2 

3297 8 

5266 0 

14.59 3 

9146 4 

1998-99 

460$ 15413 1 

3657 5 

16087 8 

3826 7 

-674 8 

-169 2 

8899 S 

1998-99 (ApnI-May) 

505 1967 5 

496.3 

2504 

6.32 1 

5.36 5 

-1358 

8932.9 

1999-2000 (ApnI-May) 

460$ 6420 7 

15126 

3863 5 

9102 

2557 2 

602 4 

9501 9 

Orand Total (since Jan 1993) 

460$ 77582 6 

21370 0 

45071 9 

11867 9 

32510 8 

9501 9 

9501 9 


"^"le * Annual vanatiims ate not given for want of comparable data W Data include!: debt instrument alMi na not available 

Piguies in brackets ate percentage vanniions over the pivviouh period $ Number got reduced following some cancellation of iegi.siTatiuns 
Soitue Reset ve Bank of India Bulletin and Stock Exchange l^view. Different issues 
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COMPANIES 


EPW Research Foondatioii 


MODI RUBBER 

Good Mileage 

MODI RUBBER, a Modi group com¬ 
pany. witnessed a mixed performance 
durin;.’ the year ended September .^0, 
1998 While net sales declined by 5 8 per 
cent the previous period being a I S-monih 
period, figures for the two years are not 
stnctly comparable, all percentages men¬ 
tioned have been annualised for the sake 
of companson, operating profit improved 
by 9 9 per cent over the previous year. 
1996-97. A decline in interest (down 5 K 
per cent) and depa'ciatton provision 
(lower by 3 7 per cenr) helped the com¬ 
pany post a lower net loss of Rs 2.9 crorc 
as compared to a net loss of Rs 24 9 cioie 
in the previous year. 

Modi Rubherclaims that it has been able 
to restrict the loss through a well planned 
and meticulously executed strategy. The 
company has in the last one year been 
targettmg the truck replacement market 
It has introduced eight new models to suit 
diflerent categories ot vehicles with ret- 
erence to the ‘load canied’ factor. The 
special features of these new products are 
higher mileage and stronger casing for 
better retreadability Reportedly, thi s ncu 
range ot tyres has touiid encouraging 
acceptability in the market and customers 
have shown a maiked preleicncc fot tyres 
produced by the company 

The company claims that it has out¬ 
paced Its competitors in the icplai enient 
market and recoided a giowth ol 19 per 
cent as against 11 per t.cnt in the previous 
year. The company's K and D team is now 
looking at new areas, specially light com¬ 
mercial vehicles and (JfR lyres and has 
plans k> launch a thrust in this market 
segment soon 

Meanwhile the Indusinal Finance Cor¬ 
poration of India (IFCI) is considering 
offloading ite stake in Modi Rubber to an 
outside bidder, if the institution and the 
pnimoters of the tyre company are unable 
to reach a mutually agreeable pnee Re¬ 
portedly, the financial institution's divest¬ 
ment plan in the company is a case study 
that will guide future divc.slmcnLs It is 
believed that the tinancial lastilution has 
quoted a pnee in the lange ot Rs 100 but 
the promoters, B K Modi and V K Modi, 
have quoted a much lower pnee in the 
range oi Rs 30 


Earlier dunng 1998, the financial insti¬ 
tutions had agreed to sell their stoke in 
Modi Rubber back to the promoters in 
Fclum for the dues and this was expected 
to enable the Modis gain miqonty control 
of the company. Fuitherit would no longer 
be open to a hostile takeover attempt The 
Modi brothers presently hold 23 87 per 
cent of the company equity, while finan¬ 
cial institutions hold 44.S per cent and the 
public hold 31.6 per cent. In fact the sale 
ot the financial in.stitutions' stake could 
result in dislodging the Modis from the 
company's helm. The company's equity 
presently quotes at around Rs 33 on the 
bourses 

MODI XEROX 

Still the Leader 

I1ie leader in the office documentation 
products market fated poorly dunng the 
year ended December 3I, 1998 While 
sales declined by 8.2 per cent over the 
previous year, 1997, the company's oper¬ 
ating profit fell by 19.5 percent Netpiolit 
plummeted even lurther by 79 per cent 
The slowdown in offtake and touch com¬ 
petition from players like Canon and R ic oh 
has allcetcd Modi Xerox drastically 

Sale ol xerographic equipment and 
sy.stems declined by 15 3 per cent to 
Rs 256 91 crorc from Rs 303 43 croic and 
that of printers Icll by 61 4 per cunt to 
Rs 5 74crore from Rs 14 8R crorc Simi¬ 
larly, sales from papci came down by 21 9 
per cent to Rs 38 64 crore The lower 
capacity utilisalioii and fall in export 
camings too put pressure on the company's 
margins 

As a result, the company cut the divi¬ 
dend rate from 23 per cent last year to 10 
percent. Earnings per share di'clincd from 
Rs 3 3 to Rs 0.7 while book value fell from 
Rs 43 per share to Rs 42.6 per share The 
company's stock is prc-scntly quoted at 
aiound Rs 130 on the bourses 

In a bu* to turn the tables, the company 
IS now changing its strategy As part of 
Its plan. It has launched a digital copier- 
cum-prinlcr pneed at Rs 75,000 which is 
cheaper by about 25 per cent as compared 
with the cost of buy ing a printer and copter 
separately. This is ainmd at the small ol ficc 
and home .ifTice segment which would 
compn.se huu.seholds and single and multi- 
e.stablishmcnt businesses. The move is 


part of its larger strategy under which the 
company plans to introduce 15 products 
in the current year. 1998-99 The company 
also plans to increase its retail presence, 
by enhancing its network of 300 retailers 
to 1,000 by the year end in order to lower 
Its dependence on the office segment. 

Modi Xerox commands a 60 per cent 
market share in its lead product category 
(copiers) and its closest rival Canon has 
a market share of 18 per cent. 

Meanwhile, the parent company. Xerox 
Corporation (Xerox) has now decided to 
take full management control of its Indian 
joint venture company Modi Xerox. It 
now plans to play a vital role in its day- 
to-day opcialions. An agteement to this 
cticci has aiieady been signed between 
the Modis and Xerox Reportedly, this is 
a pieeursor to Xerox consolidating its 
operationsinIndia TheUS-hased world's 
leading copiei firm has three companies 
111 India, namely. Modi Xerox, Modi Xerox 
I'lnancial Services and Modi Xerox Sott- 
waie Services II rcjuirts arc to be be¬ 
lieved. Xerox has a heady ollcred to buy 
a substantial slake BK Modi inModi Xerox, 
and the p.ulneis have agreed to a puce ol 
Rs 108 per shaie The promoteis. appar¬ 
ently, arc also evaluating the |K)ssihiliiy 
ol making a public ollct to buy shaies 
from the secondary market and linallv 
delist the company iiom siiK'k exchanges 
bctoie Modi .sells his stake 

Meanwhile, in b'ebruary 1999. the X .’lox 
Corporation hiked its slake in Modi Xerox 
from 35 9 pci cent to 40 per cent Modi 
Xerox has is.sued 80 lakh equity shates 
oi Rs 10 each at a price of Rs 108 per 
shaie on preferential basis and in equal 
proportion to Xerox Corporation and 
ModiCoip and theiricssociatecompanies 
With thi.s, the stake of ModiCoip haus also 
inca'ased from the earlier 28 95 per cent 
to 35.08 per cent 

FUJITSU ICIM 

Planned Restructuring 

Fujitsu ICiM IS engaged in the infotech 
husine.ss The RPG group holds a 30 per 
cent stake in the company while the $ 40 
billion Japanese major Fujitsu holds 10 
per cent and its .subsidiary ICI, of UK 
holds another 36 per cent 

The company saw an overall decline in 
turnover and profits dunng the year endetf'* 


1556 


Economic and Political Weekly June 19, 1999 



The Week’* Companlei 


(At UMt) 



Modi Rubber 

Modi Xerox 

FulHsulCIM 

Ffaaadai IntficaUira 

Sept 

1998 

Sept 

1997** 

Dee 

1998 

Dec 

1997 

Dee 

1998 

Dec 

1997* 

^onie(appro|iriatioiM 

7 Na sales 







66S6.3 

88310 

43514 

49.396 

3798 

10613 

2 Value of production 

6S832 

88951 

46531 

3042.3 

3686 

9560 

3 Other Income 

802 

1177 

892 

471 

665 

450 

4 Toud income 

3 Raw motunals/stoies and 

66634 

90128 

47423 

.30894 

4351 

lOOlO 

spares consumed 

39338 

58724 

8055 

9363 

668 

2000 

6 Other manufoctunng expenses 

6116 

65.36 

17116 

2tKM)7 

947 

2312 

7 Remunenuion to employees 

5374 

6303 

4996 

437>> 

1031 

2246 

8 Other expenses 

10938 

13009 

14.366 

13402 

2166 

5266 

9 Operating profit 

4868 

5536 

2690 

3343 

-461 

-1814 

10 Interest 

4676 

6206 

2082 

2036 

486 

1777 

II Gtats profit 

661 

-1263 

394 

1109 

326 

1292 

12 Depreciation 

941 

1221 

III 

2*»9 

131 

.383 

1.3 Profit before tax 

286 

-2491 

283 

810 

195 

909 

14 Tax provision 

NA 

NA 

146 

|3<) 

70 

ISO 

IS Profit after tax 

-286 

-2491 

137 

631 

123 

759 

16 Dividends 

NA 

NA 

214 

482 

NA 

NA 

17 Retained profit 

Liabilitics/assets 

-286 

-2491 

-77 

lot 

123 

739 

18 Paid-up capital 

2504 

2304 

1947 

1947 

1944 

1944 

19 Reserves and surplus 

11996 

12282 

6331 

6429 

1180 

1470 

30 laing-terra loans 

13168 

13774 

6493 

7492 

400 

.380 

21 .Shon-lenn loans 

5887 ■ 

6096 

7272 

3674 

2574 

32.32 

22 Of which bank borrowings 

3887 

3896 

7272 

3674 

2534 

3104 

2T liross fixed assets 

28012 

273.38 

12337 

II9SI 

1204 

2762 

24 Accumul.aed depieciiUnm 

16143 

IS4S2 

5734 

3 336 

694 

Ib03 

2.S Inventories 

11771 

14913 

12231 

lltPO 

390 

730 

26 Total assets/liabilitics 
Miscellaneous items 

51094 

57845 

.37237 

36848 

8985 

IIU64 

27 Excise duty 

16371 

24289 

2652 

2901 

31 

121 

28 Cross value added 

11793 

11610 

8599 

8880 

2668 

lOIII 

29 Total fon‘ign exchange income 

8485 

II167 

17 

437 

74 

4819 

30 Ttual toreign exchange outgo 

Key fliiancial and prrformnnce rntlw 

31 Turnover ratio 

11833 

17966 

996.3 

II128 

278 

1049 

(sales to total assets i ex') 

130 28 

132 67 

122 16 

1 34 60 

42 27 

9.3 92 

32 Sales to total net assets t%) 

13 Grass value added to 

198 38 

234 82 

206 27 

230 23 

62 28 

146 47 

gross fixed assets t'Xi) 

34 Return on investmeni 

42 11 

42 47 

69 70 

74 «i 

221 39 

366 08 

(gross piofit to total assets) (%) 

S3 Gross pnifil to sates 

1 29 

-2 18 

1 06 

3 01 

3 63 

II 68 

h (gross margin) (%) 

0 99 

-1 43 

0 87 

221 

8.38 

12 17 

16 Operating profit to sales (%) 

731 

6 27 

3 91 

6 74 

12 14 

-17 09 

)7 Pnifit before tax to sales (%) 

38 Tax provision to 

-0 43 

-2 82 

0 62 

1 63 

5 13 

8 36 

profit before tax (3( > 

39 Profit after tax to net worth 

NA 

NA 

51 39 

19 63 

33 90 

16.30 

(return on equity) (99 

-1 97 

- 16 85 

1 65 

7 77 

4 00 

22 23 

40 Dividend (%) 

NA 

NA 

1000 

22 (H) 

NA 

NA 

41 Earning per share (Rs) 

-1 14 

-9 93 

0 70 

3 34 

0 72 

435 

42 Rook value per share (Rs) 

,37 91 

59 0.3 

42 62 

43 02 

16 24 

16 34 

43 P/E ratio 

44 Debt-equity ratio 

-28 89 

NA 

184 75 

NA 

348 80 

NA 

(udiusted for revalu.ition) (%) 

43 Shoit-tenn bank borrowings 

90 81 

9.3 16 

78 27 

89 43 

13 19 

1881 

lo inveniones (%) 

46 Sundry cieditors to 

30 01 

39 33 

St 46 

31 49 

649 74 

413 87 

sundry debtors (%) 

47 Total remuneration to employees 

137..39 

134 34 

94 48 

83 63 

222 75 

166 63 

to value added (%) 

48 Total remuneration to employees 

45 .36 

54 29 

58 10 

31 37 

38.64 

22 21 

to value of production (%) 

8 16 

709 

10 74 

9 08 

27 97 

23 49 

4^Gross fixed assets foiination (%) 

! .'"Ciowth in inventories (%) 

2 47 

3 82 

3 23 

NA 

-56 41 

-39 07 

-21 08 

1 57 

10 99 

NA 

-48 00 

-74 91 


NA means not available * means llt-inonth period ** means IS-montli penmi 


September 30, 1998 While nel sales de¬ 
clined by 46.3 per u?nt (although figures 
for the two years 1997-98 and 1996-97 
arc not comparable as the latter is an 
18-month period, all percentages have 
been annualised to facilitate comparison) 
over the previous year. 1996-97, the 
company's operating profit declined by 
61.9 per cent Net profit fell even more 
drastically by 75.3 per cent over the same 
penod. 

With earnings per share declining from 
Rs 4.35 to Rs 0.7, the company skipped 
dividend for another year, even while btvik 
value declined (albeit marginally) from 
Rs 16.5 per .share to Rs 16 2 per .share. 
However, the decline in .sales and profit¬ 
ability was also due to the fact that while 
the figures tor 1996-97 include the reve¬ 
nue and profits tiom the company's soft¬ 
ware bu.sine.s.s lor a period ot six months, 
the figures for 1997-98 do not include any 
such revenues 

The company had embarked on an 
extensive lestructunng programme relating 
both to (he company’s .structure itscll and 
Its operations. This programme has now 
been c ompicted and the results include (he 
creation ol a .separate company tor the 
software business to piovidc hettei tocus, 
so as to enable it to grow and develop 
under a separate munagcmcni struciure, 
the placement of 25 I per cent of the 
software company with JF Electra 
(Mauntius); the dispo.sal of the company's 
investments m RPG Datacraft and RPG 
Ricoh which were seen to be not icicvant 
to the company's long-icim strategic 
dnvctions. 

The programme also lesulted m dis 
po.ial of surplus properties, the initiating 
ot .steps to down-si/e the systems and 
cnginecimg services business, and n 
es sntual sale to a strategic buyer, and the 
substantial retirement of (he very heavy 
and growing debt that the company wa.s 
faced with m 1996. 

One ot these steps, however, namely, 
the sale ot its systems and cngmecung 
business, has received a setback with the 
RPG group voting against it in the annual 
general meeting The group apparently 
claimed thai the company has not .souglii 
Its consent for the sale of the business to 
the Chennai-based Accel Reportedly, 
the R1*G group has planned to increase 
Its suke in Fu|itsu ICIM to 40 per cent 
by buying out Fujitsu's 10 per cent stake 
in the company, but talks between the 
two parties are locked over the pricing 
issue 
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20th Bengal Economic Conference: Call for Papers 

The 20th Annual Conference of the Bengal Economic Association will be held 
at Rabindra Bharati University, Calcutta during Feb. 18-20 (Fri-Sun), 2000. 
Papers (to be published in Full or Abstract form within 3000 words in duplicate 
with an Abstract within 300 words) are invited on the following themes: (1) 
Implementation of Development Programmes - Issues and Problems with 
reference to Eastern and North Eastern India; (2) Recent Developments in 
Financial Analysis and Management; (3) Problems of Child Labour in Indii^ 
(4) Classical Political Economy and its Relevance in Indian Context. Papers 
should reach within 30.11.99 to: 

Dr, Raj Kamal Sen, LOS, 20th Bengal Economic Conference and HOD, Economics, 
Rabindra Bharati University, Emerald Bower, 56A, B.T. Road, Calcutta-700050 
Ph- 557 3028/4028/7161 (RBU) 555 8936 (BEA)/5613(H) 

Fax- 556 8079 (RBU) 5545761/5551551 (BEA); E-mail: manjima@cai.vsnl.net.ln. 


82nd Indian Economic Conference: Cali for Papers 

nie 82nd Annual Conference of the Indian Economic Association will be held at GND 
University. Amritsar Punjab eluting Dec, 27-29 (Mon-Wed), 1999. Papers (within 3000 words 
with an Abstract witnir, 300 words) are invited on the following themes: 

It) Wage Goods Approach to Development (2) Banking and Financial Sector Reforms in 
India (3) Exchange Rate Behaviour in Developing Countries (4) Perspectives on Social 
Choice (5) Non Governmental Voluntary Organisations and Socio-Economic Development 
Opportunity (6) Economic Reforms and Employment and also for the forthcoming volume 
“Economics of Amartya Sen". Papers should reach within 31 . 7.99 to: 

(1 copy) Dr. Ajlt Kumar Siniia, President, lEA: Professor of Economics, BRA Bihar University, 
Gangeya Nivas, Kedar Nath Road, Kalyani, Muzaffarpur - 842001, Bihar (Phone: 0621-243778, 
Fax 0621 -242251/247702) and (2 opies) Dr. Raj Kumar Sen, Secretary & Treasurer, lEA; HOD, 
Economics, Rabindra Bharati University, 221 A, Acharya Prafulla Chandra Road, Calcutta-700004, 
(Pho.ne 033-5558936 (IEA)/5613 (H)/5573028 (RBU), Fax. 033-5545761/5551551 (lEA) 5568079 
(RBU). e-mail manjima<acal.vsnl.net.m.) 

For local arrangements delegates should contact. Dr. Satish Verma, Professor and Head, PSE, 
GND Umveisity and LOS, 82nd Conference of the lEA, Amritsar ,143005, Punjab (Phone; 0183- 
258841. Fax 0183-258819/20). 
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COMMENTARY 


The Last Satrap Revolt? 

Radhika Desai 


The regionally-based, 'vernacular'-speaking, rural, hut also rapidly 
urbanising, lower caste propertied and more or less bourgeois groups 
have been central to the Congress's decline and have already 
restructured the polity, regionalismg it The 1999 elections will hinge 
on the fate oj these forces, whether or not the real issues and 
principles finally emerge Jrom the outrageous opportunism these 
forces currently display. 


1 

THE bulk of comment on the R'cent revolt 
in the Congress Parly locuscs on the rebel 
tno's slated obieclions It ignores the 
elementary political tiuth that politicians 
leaving a party to lonn a new one make 
statements which have more to do with 
their politual tulure in then new party 
ahan their political past in the old one All 
'lie earnest discussion - ol the quality of 
the nation's natural piogeny or the pro- 
visionsofotherconsiitutions- niakesone 
wonder at the alacrity with which the 
boutgeois public suspends its normal 
cynicism, even that es|>eciull> reserved lor 
legional politicians, pnividedtlie principles 
III question are sutliciciitly reactionary. 
And since piactically everyone believes 
that despite the controversy over hei ori¬ 
gins. Soma will be the Congress’s elec¬ 
toral dell vei ance I 'The un-pa.ssported. un- 
visacd mas.ses. my dear, what else do you 
expect'”*' allegations of political calcu¬ 
lation have tailed to stick on the rebels 
This configuration ot attitudes obscures 
ilie possibility that the Maiatha satrap's 
revolt might prove the last act in the long 
death ol the Congress Party, not the first 
of Its revitalised command over another 
century ol Indian politics What happened, 
and what can now happen, have little to 
do with the topics licing most loudly 
discus.sed - dynasticism, nor that family 
and certainly nothing with .Soma - cither 
hci ongins or even her competence They 
have to do with others which have been 
silently passed over 
Chief among these is the interests be¬ 
hind the rebel politicians, and regional 
leaders generally - the regionally based, 
‘vernacular’-speaking, rural, hut also rap¬ 
idly urbanising, lowct caste propertied 
and more or less bourgeois groups 'fhey 
have been central to the Congress's dc- 
*cline, have already restructured the polity, 
regionalismg it (much to the irritation of 
die 'national' bourgeois classes), and they 


can go still iurtlu'i I'nic their often out¬ 
rageous opportiiniMii masks their issues 
and principles, but then politicians, par¬ 
ticularly those lepicscnting ^merging 
(oiccs are not alwjvs tree to pursue them 
in splendid isohiion. creative politics 
emerges preciselv ,vhen political calcula¬ 
tion and principle point in the same di¬ 
rection. Despite Its opportunistic disarray 
and decay this can still happen in Indian 
politics But wliethei oi not it does, the 
1999 elections will hinge on the late of 
these torecs. just as the 1967 electioii.s, 
suppo.scdly the test of Indira Gandhi’s 
chansma, tuiiieil out to have been the 
beginning ot Conguss's long death 

II 

.Soma’s toieign origins could nut have 
caused the levoli During last April’s 
political hustling none of the tebels gave 
any hint ot hesitation on this count though 
their arguments siiiciv apply to 'stop gap’ 
PMs as well then stand against tureign 
ongins IS a dangeioii% toim oi palnuiism 
(the first reluge ol the politically dis¬ 
oriented) hut It IS also vague, altc.sting to 
little nKire than the uncertainty they lace 
given the speed ot political devclopniciits 
and the length ol the (ampaign still before 
them.Ncithei isiheque.stiononcoi Soma’s 
competence. That, notwithstanding the 
trio's own cptstoiii y pnite-stations. is 
undecided. Bolh.Soiiia’sowncompeteme, 
or that ot her meniois and aides (indeed, 
their very identitv) has been too much of 
a mystery and the poKii of the pudding, 
or at lca.si some ol ii. can be expected in 
the October eating 

Although It IS tiuf tliat a senior C'on- 
gre.ss leader leaving ihc patty on an ‘issue 
of national impoitance’ has .succeeded in 
becoming PM by lomhining the very 
regional forces with whom Pawar would 
now consort, what is icmarkablc about the 
explanation that the icvolt is all about 
Pawar's pnmc ministcnal ambitions is 
that It should be taken for granted that 
Congress’s mo.st powerful politician by 
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far .should have to leave the Congress foi 
an uncertain political tutuie to luitil them, 
that only a Nehru family member had any 
right to that post When Soma Gandhi 
emerged as the prime iniiiisienal candi¬ 
date of the party in the coming elections 
- now no longer a 'stop gap’ with the 
que.slion of her succession alter a general 
election still open, even Pawar’s wea|)un 
of la.st re.sort, .Soma’s 'lorcignncss', de¬ 
ployed in his last ewe meeting, proved 
a dud. and not because the membcis were 
convinced ol the con.stnjtional propriety 
of their stand 

But not even dyna.stic mystique and 
sycophancy per sc caused the revolt. 
Sycophancy is Ihc u.sual idiom ot a po¬ 
litical system based on the exchange of 
iavouis iiormally, both sides know what 
the other really’ means and those who 
actually believe in the pnusi's heaped on 
them by lavoui-.seekers are apt to pay 
dearly loi it, .is Indira Gandhi did in 
declaring the 1977 elections, for example 
It IS India’s iKilitual lingua Iranca and. 
even as hue as their letter ot departure, the 
rebels spoke It to Soma* “Alter the demise 
of Rajiv|i the party tell orphaned Wc fell 
that the real respect the C'oiigiess Paity 
had lor your family would re)u\en.ite the 
oigani.sation. the party so cherished by 
your family ", etc Pawai was among 
those who approaclK'd .Soma to take up 
the president.ship of the p,uiy, and he had 
rejoined the Congiesstl) alter its lu.st 
'dynastic' .succession (Indira Gandhi’s 
succession was hardly dynastic, she was 
not hei piedeces.soi's daughter and she 
had spent long ycats in ihe party and had 
been ilspie.sidcnt Tbe .sue cession to Saiijay 
having lieeii aboited, that to Rajiv was 
indeed the first) 

II undei .Soma these phenomena have 
reached revolting pioportions (no pan 
intended It surely did not escape general 
notice that Sonia's reinsiateineiit at the 
recent AlCr resembled, m the ranee ot 
undemocratic spectacles, a tascisi accla¬ 
mation more than even a coronation), this 
IS merely u symptom of the party’s leal 
and much deepei politicalmalai.se Spt'cu- 
lation that I’awai teared that even the 
ticket distiibution in Maharashtra could 
go against him suggests (hat his moves 
were dictated as much by the ini(a‘rative 
lor sheer (mlitical survival as by ambition 
It also points to (he underlying problem, 
aligning the Amur-Akbar-Anthony cpi 
sode with Its numcious predecessors in the 
long decline of the Conga*ss A party in 
which .such marginalrsaiion is (he reward 
tor contributing its largest chunk of MPs 
Irom any state is a very sick one And 


possibly suicidal the ’Rajya Sabha Mem¬ 
bers' and ‘buicaucrais’ (as Pawar con- 
icmptuously refers to them) who today 
constitute the party's sycophantic ‘durban ’ 
leadership tjcnerally cannot win elections 
lot then own scats In losing Pawar the 
Congress has piobably lost the last of its 
gieat vote builders. AikI it could make 
things a lot wi'rse lor the lew that remain 
Sviophancy in the Congress increases in 
inver.se prc'portion to the remaining nuiii- 
bet ot leaders in the paity who do not need 
to lely on the dubious charms of the Nehru 
tamily to win elections. 

( ongress’s fatclul nony is ihat. while 
the other ingiedients ot its success wen: 
ni place - the Congress's legendary sup- 
poit bases in the countryside and Indita 
Gandhi's knack lor populist mohilcsation 
(an acqumsi, not heritable, intimacy with 
popular culture and aspiiations), for ex¬ 
ample - the Nehni lannly mystique added 
.iieriain pi//a/, and some votes By itsell. 
howevei, ii could never give the party 
cli.ioi.il Mcioiies I.aeking anv of tiiese, 
Kajiv nesei won an election it was the 
ghost o( this dead mother who ‘won' in 
(9X4. and he lu't I9K*/ The reduction ol 
security which caused his death in 199! 
was ord'-rc'd by Kaps in a iampaigning 
effort t», gel closei to the pi'oplc. By then 
even he lei. ognised that Kang a .Nehru was 
not enough As inctoi.d it was not* even 
the sympathy wave' alter his own assas- 
sin.iiion woul-1 not reverse .ulecline in f’on- 
ccss's neicciil age shai c of the votes from 
Us hiyli poiii' III |9S4 1 18 I pel cent), the 
( ongress’ sliaie ol the M>te iii the countiy 
lus declined ni esery .-lection to its neai 
eijuality with the UIP at a little ovci 2^ 
pi'i cent 111 1998 Sonia's el-cloral Value 
leiiiaiiis iindc'letmined since the rcieiii 
sw ceps in M'ldhv .i Pradesh, Kajaslhan and 
Dclln i.anie at a (laiticuhnly had lime toi 
ill'- 'iihng UIP in the tha-e suites wiih 
('.>i'‘'iess-BIP two parts eompelilion 

in 

Wlideiheliilcol Pawai s venture is con 
linymt nianv developnieiils, hv attemp¬ 
ting to join oiliei tones - iIk- leaders ol 
the vaiiiius legional bourgeousics - who 
are esseiUiallv his counlerparts in the lesl 
ot die v.oiiniiy. he is Heading as surely as 
hee.n O'ui themainst.iyollheCongiess's 
own reL>i(m.il electoral bases, tlieiremei- 
geme Imm i(, beginning with the use of 
the DMK 111 die south .ind the SVO govern¬ 
ments in till North, in a long, often patchy 
and halting process, v. as abn ihc dec line 
ol Me Congiess Part\ Both the era of 
Congress slab'lily il-ai sideol the histone 
1967 eleetuins, and that o! its decline this 
side, attest to ihe sirong, duiahle. and 
widelyundeiestmiated enpot ttic.srloa-es 
ovei Indian eicLtor.d poi.iics 

W. 


Onginating among the regional domi¬ 
nant caste peasant elite whom Mahatma 
Gandhi had started bringing into the 
rongfc.ss Party beginning in the 1920s, 
their political power had operated through 
the strut ture of the Congress Party At the 
gniss roots it rested on them and on their 
ability, created and maintained through 
patronage structures, to deliver the area's 
votes en bloc to it In the proper lunction- 
ing ol this structure figures capable of 
hiokoiing and arbitrating between the 
leaders ol tiic.se gioups at each level, from 
village to region, were crucial and a national 
leader, well above the regional interests 
he »r she ai bitrated was most so 
This jKiwer also shaped government 
policy both state and central Congrcss'>- 
‘land leloim' of the I95()s vested land in 
ihe hands of the dominant agricultural 
I uMcs wheie they were tenants Substan- 
(lal hudgetaiy and plan resources were 
iliseiti'd spcciiically towards enhancing 
Hu- prisate pnHtuitivity and Gainings ol 
these market-oriented landowners, lather 
than the oft-invoked poor farmci of po 
lilk.il rhetoric While in a comfortable 
syiiiliiosis with certain goals of .slate policy 
(like iiioic marketable surplus), they iisu 
alls p'cveiitcd uncongenial .stale action 
sik h as taxing their increasing in'-ome and 
vsealih As this group of old and newly 
tnini'-d owners ot the land grew more 
polilually vocal, they demanded and got 
slale-sponsoiship of the Green and While 
rc\olutK>ns ’Ihepopuiai impres.sion that 
Nehru lavouicd industnalisation and wcni 
against the inteie.sts ot India's populous 
but ellcUively discntranchi.scd, agiicul 
lure IS not much more than the slogan 
undei which these eflecti ve holders of the 
hirnl pit" iaimed their independence from 
the ('ongress 1 rom the late 1960s onwai ds 
What (haiigc-d in the late 1960s was 
lust thui then |K>wcr to opeuite vertical 
pationagc .sliuciuics which cut deep into 
Ihe social, i asic and class structures di¬ 
minished and they gradually became the 
hon/onlally linked caste groiipings moo 
familiar fo us Secondly, iiictcascd weallli 
and income had transformed the hun/ons 
ot these groups in a way which was to K* 
momentous tor the .shape of Indian poli¬ 
ties lor dee.uies to come Hicse hitherto 
laigcly a,.nculiiiial groups now began to 
look to towns and to commen'ial and 
employment opportunities therein, cum 
peting, foi the first time, with the upper 
caste middle classes which had hitherto 
munopoli.sed them. The Congress found 
It harder to reconcile these interests and 
It K-camc victim to a haemorrhage ol 
Stippori among both these groups which 
was first appaient in the 1967 elections. 
But contrary to popular impression the 
‘ca.sie politics' which emerged soon there- 
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tfler did not mark the fint assertion of the 
political power of these groups. It had long 
been effectively exercised from within the 
Congress Patty. 

Things got worse afrer 1967; the Con¬ 
gress split and the tuni towards populism 
reflect^ Indira Gandhi’s correct estima¬ 
tion that the Syndicate’s regional bosses 
and their rural minions had ceased to be 
reliable vote delivery men. But she also 
centralised the party, turned arbitrator into 
autocrat increasing sycophancy, and made 
the maintenance of the already troubled 
patronage siructureseven harder, transfer¬ 
ring upon herself personally much of the 
burden of vote-getting (at which she was 
far better than any of her successors) No 
wonder such a large part of the politics of 
the two decades which followed revolved 
aniund the centre-state axts. Regional 
groupings ol the dominant agncultural 
castes were already going in and out of the 
Congress Party in her time. After her 
demise, the outflow increased Without a 
wi/aid votc-gettci at the helm not all the 
anti-defcction laws could keep them in, 
and new ones, such as that against leaving 
the party for ’office' being proposed alter 
the delicate verdict of the Goa assembly 
elections, arc likely to prove as ineffec- 
iivc 

These forces, including non-party fann¬ 
ers' movements, often rcpie.seiUcd them¬ 
selves as the emergence ol a farmers' 
'Bliaiat' pitting itself against industrial 
'India', iiiguing agam.st ‘urban bias' and 
demanding more foi agriculture' In re¬ 
ality they wanted state subsidies tor inputs 
into capitalist farming, higher procure¬ 
ment prices toi gi am. Ill short, belter tei ms 
of trade foi .surplus farmers with the in¬ 
dustrial si>ctor (now that they t(x> were 
consumcis of induslnal paulucts) Tlic 
rise of legional parties liom the late 1970s 
onwards retlected the complex reality of 
this piopcrtied. otien capitalist, gioups 
more accurately Their activities and as¬ 
pirations wcie no longer exclusively rural 
and they invested in trade, finance, hotels, 
cinemas, etc. and in the pfofc.*.sions of 
their .sons, in pnivinciul towns and cities. 
Regional parlies demanded more indus¬ 
trial development in the regions and greater 
support lor .igriculturc The 1989 National 
Front government demonstrated how tar 
they had already come then and al.su clari¬ 
fied the resi of the picture The Congress 
was lostng Us urban upper caste bourgeois 
constituency to the BJP nationwide The 
Lett remaining confined to its own re¬ 
gional bases, the woiking pcxir. rural and 
urban, became prey to only the most op¬ 
portunistic mobilisation Finally, between 
I ihetwoseclionsoftheprupertied ‘Mandal’ 
and 'Mandir' became the new axis of 
political competition. 


IV 

Today regional parties are major con¬ 
tenders for power III all major states except 
three (the fourth. Maharashtra having 
succumbed as a result of the revolt). 
Gujarat. Rajasthan and Madhya Ptadesh 
In these three states, the Congress itself 
behaves as a regional party representing 
the lower-ca.ste OBC propertied groups 
and their urban aspirations in a two-party 
competition with the BJP. To stem its 
decline, to hold on to its remaining re¬ 
gional ha.scs of power, and to stand by its 
anti-BJP protest jtions of secularism, the 
Congress would have to accept its politi¬ 
cal diminution and work in co-opcration 
with other regional parties in concert 
agam.st the BJP as the l^ft recently urged 

However, the Congress has chosen not 
to Sliding fuithi .1 111 the past two elec¬ 
tions. losing a few more of its sauaps. it 
resorted to the only hope of the damned 
- a mitacle - and went to Sonia Gandhi 
It resolved at Fanchniarhi to aim lor single 
party governmeiii, in effect complete 
recovery to its toimei dominance, almost 
entirely on the suength of its faith in hei 
Apart fi om the usual and usually neglected 
re.solve to set its organi-sational house in 
order, it launched I lie unrealistic slogan 
ol single party L’ovcmment to target the 
regional parties and its unprincipled soft 
hindutva statement ("Hinduism is India's 
be.st guarantee ot sec ulansm”) to win back 
at least some ol the upper ca.ste Ixiuigcois 
vote from the BJP 

The Congress's role m the parliamen¬ 
tary vote on the UJP's unconstitutional 
dismissal of the Bihai government, seemed 
it solitary relapse into both realism and 
pnnciple* by .Apiil. when the mo.st urgent 
task was the lorni.ilion of an alternative 
government lo keep the BJP out, the 
Congress refused anything but its own 
minority govcinnieiit, untainted by the 
stigma ol ‘unstable i oalilions' A myste¬ 
rious nexus with I aloo Prasad Yadav and 
the affections ol liu general secretary ol 
the CPRM), were to be the only souvenirs 
of Its Bihar 'trip' 1 hat it left (he OJP m 
power showed up Us rommitmcni lo 
secularism Even wixsc, it appear s that the 
Congress might aitually be aiming at a 
two-party system (ompnsing itself and 
the BJP, mainly taigcting the regional 
parties in the cmning election^ The 
Congress has leaned to the Pawar revolt 
in its usual way, living to undermine its 
lost satraps by cluiniing their lesser com¬ 
petitors But this siiategy may has'c played 
Itself out in many states, leaving the 
Congress scraping the bottom of the barrel 
of available mini-bosses. This apart, the 
Congress’s hopi*s tor revival now rest on 
the eniliustasm freii/icd Soma worship. 


supplemented by money can whip up 
among its pauy workers. Its ability to 
attract a certain i|uanlum of the haute 
bourgeois intelligentsia of distinctly high 
quality - tlie Manmohan Singhs and the 
Nat war Singhs .seem sue h a lelici Irom the 
Yasbwant Sinhas and the Jaswani Singhs, 
not to mention the Brai'esfi Mishras - has 
a certain cache but einly among the e'du- 
cated urban middle classes 
As for the new thud foie’c being dis 
cus.sed among the lebels, the SP, 
Chandrashekhar and uthe'is, it may he 
swelled by some e>t the BJP’s regional 
allies not least because the BJP has usually 
used thc.se initially to eliminate the Con¬ 
gress. and then tume'd ein then own sup¬ 
port ha.scs But what really dogs the 
emergence nt the thud ftonl is whetlicr a 
workable formula for the division ol the 
spoils ol government i an be luund. 'llie 
(Wingless Party leader had earlier per¬ 
formed this function hut not without 
consultation with the .satiaps <“ . yoiii 
eminent grandt.ilhor-in-law had always 
enci'uiagcd a iiaditiun ol free and unin- 
hihiied exchange ot views amongst Con 
gressmen"). Alter the collapse ol the 
N.itioiial and United Fronts, the pressuie 
to ensuie that the next such government 
docs noi fall foul of internal pinhiems. and 
to eonviiicc the public, alieaily led the 
manlraot ‘stability'.that it won't, is uigenl 
Pawai has alieady made noises ab>mt 
'fcik'ialtsin' and clarity on this issue would 
.seem a necessary iiigicdieni of any such 
formula, and a potentially pioinising 
development loi the n.tiion as a vvhole 
I'hat leaves the question ot secuiaiisiii 
and heie Ihiiigs aie dcculedly dubious 
Under the United Fioni it hadala'iidy Ix-en 
leduced to the uigent but limited aim oi 
keeping llie BJP out ot powei The com 
miliiientof the icgional parties to even this 
goal was shown to he hullow' in the case 
ol those who .supported ih-’ BJP govem 
nicnl. the latest Iviiig the DMK While it 
was the anti-Congressisniot the lesi foiled 
the I A'lfs a'ceiit excition in this direc lion. 
It needs to be recognised that unnKxned 
from the secularism which the Ixit tried 
to mtuse in the I IF as they now ate, except 
lor the minoiiiy constituencies ot iiianv 
ot these loicvs - and this loo is limited 
by the alieady degi,ided choice< faced by. 
Ihe minoiity coinmumiies there is no 
obstacle lo the enicigence ol at least a 
diffuseformol Hindu majoiiianaiusiiu "we 
arc a spiritual people aiui a denioci atic i me 
and we eannot put resitaiiils eveii on 
mu)ority. indeed, e.s|M'ciall> on maionis 
n'hgious in.stinc't.s" - an altitude towuids 
whic h tiic BJP Itself has k'cn moving fiom 
Its RS.S puiisni) among these patties, 
largely lepicscntalivcs ol caste Hindu 
upw.iidly mobile pro|ici(ic‘cl gioiips 
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Agreement on Economic Reforms 
Unlikely, Undesirable? 

A Snark 

Can political parties stop squabbling and evolve a consensus on 
economic reformsCan agreement he distilled Jrom a clouded 
tincture of vested interests, fractured jurisdictions and dirigistic laws^ 


DELHI'S middle-aged arty folks Irequcnl 
a quiet, trcc-lincd street called Tansen 
Marg Close by are a clutch of art galleries, 
theatres and catcncs where only the hxid 
IS unpretentious. Politicians normally take 
this roundabout at high speed, cn route 
to Connaught Place or India Gate But 
the scaring summer ot 1949 isn't nonnal 
times III Delhi. A government without a 
parliamentary mafonty, fighting a battle 
in Kashmit, is in no mood to take policy 
decisions Elet.lions, due for Scptcmbci, 
are Kki distant toi eatncsl campaigning 

.So on lune I, Congressman Pranuh 
Mukhcriec, the Communist Party oi India 
(Marxisti's (CPl<M)i Politburo inenibei 
Sitaram Yechuii. and linance mini.stci 
Ya.shwant .Sinlia iW the Rhat,itiya Janata 
Party iBJP), dropiied in to address the 
Federation ol Indian Chambcis of Com- 
ineae and Industiy (FICCI). headquar 
tered at Tansen Marg They were asked 
whether political parties c ould slop squab¬ 
bling and evolve a. ‘ con.scnsus on eco¬ 
nomic retomis" - the iiewcsi silly slogan 
coined by the chambeis Nobody is quite 
suic whationscasus means, or how agice¬ 
ment can be distilled from a ilouded tinc¬ 
ture ol vested inlcie.sts fractured iiiiisdic- 
tions and diiigistic laws 

Ol the thiiv politicians picsent, only 
Mukherjee. rcxl-laccd in crackling white 
kuita-pyiama, said consensus was hunk 
Dilleient parties lepreseni Jif terent groups 
of voters, and till the inteicsts ol every 
Indian«. on verged, consensus was unlikely 
- and undesirable as well Mukheijcc was 
linance mini.stcr Iroiii 19i{() to |9g4, and 
had the most h.inds on administrative 
experience among the three politicians 
th<tl afteriuHin He said that state chief 
miiiistcis who readily agree to price ag¬ 
ricultural inputs w hile visiting Delhi, seem 
to foiget their pioniises on the journey 
home 

I'his illustrates a lioinbly complex piob- 
lein that makes it tough to discipline 
India fiscally The jobs of spending money 
and taxing to iccovei it are split asym¬ 
metrically among state govcniments and 
New Delhi The tcntie collects 60 pei cent 


of all levenue and specialises in taxing, 
stales spend about M per cent ol total 
espendituie and specialise in spending 
Now, with diflerent levels ot govetn- 
meiii doing diflerent things, can anything 
ensiiie that total spending will match 
(.olleilioiis at the end of the year'* Not in 
India, whcic expenditure has routinely 
shot ahead of collections It is cither a 
bad idea to .split up revenue and cx|K*n- 
dituie responsibilities, or there's some¬ 
thing b,idly wrong with the way it runs 
III India 

Most huge, federal countnes split up the 
|ob ot mopping up revenues and spending 
bi'lween federal and regional governments 
Tfiai's hi‘cau.sc it is cheaper to collect 
some taxes like customs dutie. and in¬ 
come tax centially, and to give back 
colleitions to States. .Spending, on the 
oihci hand, is be.si decentralisc'd laicals 
have a better idea of their own priorities 
than 'babus' in faraway capitahs. Thcie- 
foie. theoretically there's nothing wiong 
with India's system ot assigning fiscal 
re.sponsibilities The catch is in the rules 
of the game I'liesc let state governments 
get tree money from the centre to fund 
some kinds ot spending - like mieiest on 
loans taken by state governments. This is 
a tiny loophole, which states have en- 
lai ged into a canyon forswallowmg money 
Here's how it works. 

Fii.st, the liKal politician spends some 
money he makes farm electricity free, 
say Then, he pays off the power supplier 
with money borrowed from some finan¬ 
cial intermediary This debt has two com¬ 
ponents - pnncipal and interest The rules 
say that interest co.sts of .state goveninicnts 
should b'' covered by the centre So, the 
state asks the centre to pay the interest on 
Its loan To pay the principal, the state can 
borrow again, pay off the first lender, ask 
the ccntie to pay the interest on the new 
debt, boriow again to pay the 
pnncipal. and so on. Ctll this 'Charles 
I’on/i Mce's the Government of India', a 
classic pyr.iniid scheme to keep the prin¬ 
cipal rolling over, with interest write-offs 
by New Delhi Fxionomists call this sort 


of problem, caused by diflerent agencies 
working for diflering goals, ‘agency prob¬ 
lems'. Here, the agency problem leads to 
very soft budgetconstraints for states. Soft 
budgets plus free spending equal huge 
deficits at the centre. 

The loophole which makes this possible 
IS the mandate ofthc Finance Commission ^ 
(FC). a statutory body usually headed by 
a politician, that meets every four years 
Ol .so, to redistnbute funds from the centre 
to states. The PC's mandate is to cover 
states' ‘needs of revenue expenditure*. 
This includes interest costs All 10 FCs 
till date have used a fatally Hawed formula 
to detemiinc what states will get from 
llic centre For each state, this formula is 
the difference between its past recovery 
and expenditure This is called the ‘gap- 
filhng appioach' and is obviously wrong. 
Knowing that revenue gaps will be fill^ 
anyway, states have no constraints on 
spending. 

Tlie 11th Finance Commission, which 
IS siipposcxl to file Its report by December 
1999 might change to a new fot inula 
According to this, grants to each state will 
be cap|K‘d at a p.irtiLular value Criteria, 
like the proportion of poor, the level ol 
liteiacy and so on, will detcimine this 
value This is a better way to redistribute 
money tioiii Now Delhi to states It gives 
each stall* government a hard budget 
coiistramt 'I'he I fill FC is the first to be 
headed by an economist Remember, if 
this strategy suceeds and deficits come 
down. It won't be because polilicians were 
moved to tears by the fiscal deficit, and 
agreed lo live within their means loi all 
time The strategy will succeed because 
It found real loopholes exploited by fiscal 
profligaics. and plugged them 

However, even members of the Com 
mission concede that this is a small .step . 
towaids fiscal dcsciplme States ate likely*' 
to find problems with the new criteria, and 
will try to cadge more funds out of the 
centre. This is unsurprising - as long as 
the centre remains the ma|or coPector of 
revenue, .states will always try to winkle 
as much as possible out ol New £)elhi 
History has created this mess The makers 
ot India's Constitution loaded revenue 
powers with New Delhi, and thought up 
the system of tiansfcrs to shovel some 
funds buck They believed that regions 
that were dependent on handouts from 
Delhi were good foi the health of the 
country, dependents seldom bite the hand 
that feeds 

This centralised allocation of funds led 
to two big problems. First, as we saw, it 
destroyed incentives for fiscal disciphne..ji 
Second, in relatively backward areas like 
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India's nottti>east and Jammu and Kash¬ 
mir, the transfers created big inequalities 
which upped social and political tension. 
These are areas cut off from the economic 
maiastream. and therefore, heavily depen¬ 
dent on public funds Money from New 
^I'lhi comes back to regions via state- 
owned enterprises and government depart¬ 
ments This lets politicians and babus 
ennch themselves and create patronage 
networks for favourites. 

With funds monopolised by powerful 
people, poor folk stay poor Poverty cre¬ 
ates toot .voldiccs fur extremist movements. 
If regions and local bodies had greater 
powers to raise resources and fund their 
own needs, the monopoly on funds would 
have been broken, wealth spread more 
evenly and political turmoil. perh.ips, 
avoided Tlic Soviet Union and its former 
satclliies - tom apart by regional violence 
and economic stnfc - show what happens 
to command and-contml econuniies with 
heavily centralised politics Consensus- 
wallahs, hewaie Rather than talk vapidly 
about a ‘national economic consensus', 
polic 7 -inakers should get busy lesiruclur- 
^<<<1 India's fiscal system, and iransici more 
powcis to regions 

Yashwant Smha is an unlikely candi¬ 
date for that An ex-bureaucrat and some¬ 
time siKialist, he is a relative newcomci 
to the RJP. and made it as finance minister 
because imo othci candidates were leck- 
onedtobe ‘toolibcTal’ by t he BJP’s parent, 
the Rd.sliliivaSwayamsevak SanghtRS.S) 
TheBJPisnolrieiidol legional .uitonomy 
The RSS favours a ‘unitary government' 
without nutating voters lo contradict the 
wishes of a supreme leader Today, Sinha 
believes he has the Big I’lx down si/e 
government, eliminate the revenue deti- 
c It. pn vatise slate-owned hanks and PSl's 
4 S 0 what‘> These are tiuisms textlxiok 
'economics balances budgets and has et- 
licicnt markets eveiywherc The real 
challenge, bypassed by Sinha's slogans, 
IS to lake things fmm here, negotiate real 
social and political pn^blems and achieve 
competitive outcomes II Mukhci^ec's 
candour was the triumph of cxpcnencc 
over wishful thinking, Sinha's speech was 
Its converse 

CuNKIl 'NDINCf rON.St.NSI'.s 

The CPUM)' s Sitaram Y cchuri says that 
lie opposes religious fundamentalism quite 
as strongly as fiscal fundamentalism He 
sees nothing wmng with India running 
eoresistently large deficits. “Even devel¬ 
oped nations u.sc deficits to bou.sl growth" 
lie will hnxik lui pnvutisation. “Tlie state 
^nmsl remain India's largest employer" He 
wants the tax base to he expanded, "Why 


shouldn’t the rural rich pay taxes?’ But 
he will not open up agnculture for over¬ 
seas trade, “minimum support prices in 
India are highci than world rate.s, so there 
are no gams from trade" Bach statement 
IS a half-truth 01 a lalschood. 

No country in the world can afford large 
fiscal deficits, the cxte.ss of government 
spendingovercollec'tioiis. indefinitely The 
gap can be financed in cither of two ways 
- by printing mo.iey or borrowing fiom 
citizens or overseas Punting money raises 
prices, horiowmg leads to higher mtcrcst 
rates, choking oil domestic private invest¬ 
ment. Inflation is a t.i\ which hits the pour 
worse than the iich Low investment now 
means low growth Ijier Finally, no de¬ 
veloped nation luns fiscal deficits consis¬ 
tently to boost giowth John Maynard 
Keynes prcscnlicd del icit-financcd recov¬ 
ery as a shon-temi measure That hap¬ 
pened in Id.lb witen liunipe had a glut 
ol capital and a shortage of demand 
Capital-staived liidi.i i.s no intcr-war 
Europe You can't vlistil Keynes Imm 
Lenin 

The stale cannot be India's laigcsl 
employer loi ihieeieasons First, because 
It never was Agiunliuie employs aiound 
three quarters of Imlians and it was always 
a private sectoi .iciiv itv. though Jawuhai lal 
Nehru proposed lollectivisation in l‘>.S‘) 
Second, because m ile-owncd enterpnses 
base well known cllicicncy drawbacks 
which make them unailracti ve employers 
India's public sedoi burns taxpayets' 
money The latest heliemnih to sink in red 
ink IS the Steel Autliorit) of India (SAIL) 
which lepoited losses ot Rs L.^74 ciorc 
foi fiscal lW8-'}9 

finully. stale-owned enterprise's plus 
administeied prices put tiiumbsciews on 
regional economies Merc is an example 
Ti 112(X)2, an obtuse sj stem of fixing prices 
called the adinimsli'ied price inechaiitsm 
(APM) will govern buiia'soil secloi Tlie 
APM says that ciude oil extractor Oil 
and Natural Otis Uonimission (ONGC) 
should get only 7S pei cent of the global 
price of ciudc loi oil compiilsoiily sold 
to public sector lelmines ONfiC shares 
a Iraction oi this witli the govcmiiicnis ol 
slates whcif It opei aies Public owncM ship 
and the APM impose- real losses on oil- 
producing .states like Assam Willi free 
pnciiig, a crude-ptiKliie mg company would 
have got gkibal i,xtes ten oil. If the com¬ 
pany shared the s.iine fraction of Us 
revenue with the foe al government, the 
l(K'al govcinment would have made more 
money With piivaie owneiship and Iri-e 
pneing, these companies would have K'cn 
more efficient anil piofitablc - and belter 
i*mploycrs. 


The Icit wants lo tax taimers (and Sinha 
agnc-cs I. This is not a bad idea other things 
being equal evervbody with a taxable 
income .should pay up llic catch is that 
other things arni't equal lamiers get 
sub.sidies.aswellaslow prices i'he Second 
Plan, adopted in the l<»5()s ili-cided that 
India needed to indusi 1 lahse' last To boost 
manutactuiing, agriculture would sub¬ 
sidise industry So farm piici-s weie at 
tificially depresssed by closing oil irade 
and fixing rate.s By the mid-bOs tlie link 
of incentives piuvokcd a lemd citsis. ,ind 
a bi/arrc political lesponsc Instead ut 
treeing farm pni'es the gosemmeni do 
cide-d to push costs down through input 
subsidies, to Kmsi piolits The system 
continues till todav It is tine to lax tann 
incomes and slop sops, piovided India 
opens up lo world markeis. 

Yeehuri believes opening up won’t help 
luimets Me IS plain wiotig rmp-speeilic 
studies show dial w heal gram. 1 le e, cotton 
and ciMise ee'ieuls like jowar, niai/e and 
ba)ia are highiv el fie lent .Atlei ai count 
mg loi sops ihev eosi about W to 8 t> jwi 
cent ol global substitute's All eun be 
expoili-ilpiiiliiahly fhe-only Indianciope 
that all turn competitive are oilseeds, 
whiih cost 47 lo 00 per cent moio lli.m 
ovc-rsc.is substitutes In India s closed 
muikc't, lood crops ,i;e penalised and 
oilseeds <md a lew ollii-i lash eiops are 
lewurded with supe-moimal protils 0 |vn- 
ing up agneiiltuie would see a boom in 
the lust category, and a dc-clino in oilseeds 
production hood secunly will be en- 
haneed. not eioded 

A siimmaiy ot the lelt position spelt out 
by Ycihuii gives suipiisiiig results By 
hacking |K'iiiiaiient elelic'iis. the lelt bac I s 
inn.ition. winch laves the (hmh The leli 
likes the public scitoi, which employs 
about 1 per cent ot Indi.i's woiktorce. at 
liemeiuloiis eost to the othei ‘fv pi-i cent 
Remoiiibet, as a p>ii 1 <•( die lliiited Horn 
gi'vi'niment, the left lan up a bill ol about 
Rs ir.tMK) croie to bump up s.tlaiie-s toi 
a hloale'd iiiid la/y buieaiiiraev It w.ints 
lo lax lamieis, but oppo.ses the Iilvralis 
ill. on ol t ai 111 traile whic h e ouldl <oc<st I ami 
incomes and the output oi UkxI ciops 
Who eloes the lelt siaiiil tor"' 
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Land Acquisition Act 

Need for an Alternative Paradigm 

Mohammed Asif 

Umd acquisition legislation in force today is a relic of the colonial 
eta when the wishes of landowners could he ignored. Governments of 
independent India continued the practice - acquiring land against the 
owners’ wishes for supposedly ‘public purposes’. The time has come 
to democratise the acquisition process. 


THE government of India plans to amcml 
the Land Acquisition Act of 1894 (LAA) 
yet again The ministry of rural areas and 
employment (MKD), has reviewed the 
law and promulgated a draft Land Acqui¬ 
sition (Amendment) Bill, 1998, which has 
received the union cabinet’s consent. Now 
in circulation with must social activists 
and voluntary bodies, the bill is under fire 
front all concerned While the common 
Indian, a piohahic land loser, feels that the 
pn)po.sed amendments are aimed at mak¬ 
ing acquisition of land easier and therefore 
enhances the sti>|ic ol its misuse by per¬ 
sons in power, the industry and olHcr *rc- 
quinng bodies' inaint.iin that it falls short 
of fullilling their demand lor easier land 
acquisition. 

To start with let there he no questions 
about the rationale ol having such a law 
Often land is required for certain public 
purposes, and this necessitates a law 
governing land acquisition The problem 
IS the law's orientation, in other words, 
the government’s orientation, because in 
the existing land acquisition paiadigm it 
IS the goveininent which decides and 
undertakes the actual acquisition woik 
Theoretically, there can he two onenta- 
tions It can cither be very stiingent, geared 
towaids making land acquisition very 
difficult or II can he very lenient and allow 
easy acquisition In the first case, it is 
oriented to the needs ol the land lo.scr 
while in the latter, it is oriented to the 
demands of the requiring body In both 
these positions it affects one or the other 
interested parties, thus failing to serve the 
objective of general social gwid 

■To evolve an effective law. it is there¬ 
fore imperative that iMilh these interests 
are sufficiently addressed The que.stion 
that IS often asked and which is relevant 
here is. how can the land acquisition law 
he made acceptable to both the land 
losers and the acquirers'^ We will there 
fore .start our discussion with a critique of 
the present land acquisition paradigm and 
then proceed to delineate the characicns- 


tics or pnnciples of an alternative para¬ 
digm 

C'nniQiir or- thl Existing Paraoigm 

As IS obvious from its title, LAA is moic 
than a 100 years old. Though several 
an'endmciiLs have been brought about in 
this act from time to tune the acquisition 
procedure remains as it used to be when 
this law first came into existence. In a 
nutshell the procedure has been* (I) one 
requiring body places a reque.st tor land 
acquisition before the government rcpic- 
senled by the drstnet collector; (2) the 
collector alter studying the proposal no¬ 
li lies the same, (3) tite probable land losers 
ate idenlilicd, their land measured and 
I ompensution calculated. (4) if the govern 
nicnt/collector is .satisfied, compensation 
IS awarded, notified land is acquired and 
transferred to the requiring h^y. even 
though the land Uxsers may not have 
accepted the compensation; and (5) those 
land losers <vho arc not satisfied with 
either the measurement of land, the de¬ 
clared cumpcn.sation and the appoition- 
ment of the said compensation between 
interested persons can approach the couits 
toi redressal 

As t.s evident from the procedure itself, 
the law gives no room to the land losers 
to conte.st and prevent their land from 
being acquired Once the requinng body 
has convinced the collector of the neces¬ 
sity of the acquisition the proceedings 
can move unhindered. Also the question 
of propnety is not sufficiently addrcs.scd 
and neither aie the land lo.scrs called to 
participate in the decision-making pro¬ 
cess The existing law compels them to 
accept and tall in line with the conclu¬ 
sions am ved at by the collccloi Non- 
paiticipation of the land losers at any stage 
of the process was no cause tor concern 
in view ol the undemocratic nature of 
governance during the Bniish rule This 
unilinear and cullcctor-centric paradigm 
suited the colonial interests As for the 
land losers, they rarely had the nerve to 


demur at the revenue administration’s 
decisions. 

In the early decades of this century latge 
tracu of private land were acquired for 
different purposes with the help of this 
law. Except in a few cases, for example, 
the Mulshi dam (1927) in Bombay Presi¬ 
dency; the Tung^hadra project (1940) in' 
Madras Presidency; where the land losers 
protested for fair compensation, most other 
acquisitions went ‘smoothly’.The law was 
thus accepted as successful by the official 
machinery. In the post-independence 
penod this fabrication continual and so 
did this law. More and more land was 
required for development and this law or 
some of Its state-level variants were ap¬ 
plied to acquire the same. Some of the 
large-scale acquisitions in the years suc¬ 
ceeding independence, like those for the 
Hiiakud, Machkund, Stieru dams and 
RouiAcIa steel plant in Onssa, the differ¬ 
ent units of Damodar Valley Corporation 
in Biharand We.st Bengal. Nagarjunavagar 
and Siiramsagar dams in Andhra PraikiSh 
and numerous large and mcdium-scale 
industries, mines, roads and railways in 
the country were done u.sing this law. 
Pniiests from the land losers, il any, wen 
hardly audible outside their re.spcctive 
regions Their agricultural land and home¬ 
stead wcie acquired, and still continue to 
be acquired, and pa,sscd on to other inter¬ 
ests Were these acquisitions proper'.’ 

To answer this que,stton, let us have a 
look at the information available on some 
of these acquisitions For the Hirakud dam 
in On.s.sa, 1,12,038 S9 acres of cultivated 
land was acquired in the l9.S0s and today 
SO years later, according to the Gnssa 
goveinnient. approximately Rs 6 crorc 
(out of the assessed compensation of about 
Rs 9 ciotel has nut reached the 3,098 
allected families Land for the BSF tram- ^ 
ing centre near Hazaribagh in Bihar wa.4 
acquired in the 1960s. Today, 30 years 
later, only a lew land lo.sers have received 
compensation One comes across numer¬ 
ous similar instances where land has been 
acquired but the land losers have not been 
compensated. The option available to the 
land ln.sers in such instances is to approach 
the courts. Data illustrate that in most 
cases the couits have enhanced the com¬ 
pensation payable and have directed the 
government to deposit additional funds as 
decretal charges on land acquisition 
However, these reach only the afRuent 
few because not all the land losers have 
the re.sources to approach the courts for 
redres.sal 

The problem of propriety is not limited 
to compensation only Othei aspects like 
the purpose of acquisition, the extent ol 
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acquisition, the probable uses of the ac¬ 
quired land ate equally questioiudile. For 
example, in Orissa 7,297 and 12,195.52 
acres of tribal land was acquired for two 
different defence purposes in the 1960s 
and 1980s. respectively. Today, nearly 
^tlf of It still lies unus^ or vacant. This 
has been a norm rather than an exception 
in the case of industrial estates, where the 
state industrial infrastnictural development 
bodies acquire land, .set up an industnai 
estate and then .search for entrepreneurs 
interested to u.se the facilities Because of 
this many a time industrial e.states have 
remained vacant for years 

Similarly, different acquisition proposals 
tor simitar puiposcs in different parts of 
the country have been found to vary to 
the extent of 1000 per cent. For example, 
a sugar plant in Andhra Pradesh required 
.1.5 acres of land, white anotlicrol the same 
production capacity, requested the Onssa 
government for 3.50 acres of land Some 
tribal districts have protective land alien¬ 
ation laws It IS observ>'d that the ovei- 
tiding chaiactct of the LAA 1X94 is 
exploited to avoid the clauses oi the alicn- 
!|lion laws Tnbai land ;s notitied to be 
acquired in such areas either tor an un- 
delined or fictitious public puiposc f>nce 
land acquisition is over the ownership of 
those land change from ‘li ibal' to ‘govern¬ 
ment' land The puri>osc is then aban¬ 
doned and the said land translerrcd to 
housing lo-opeiatives or other private 
piirpo.ses 

BfVsed on the above discussion, one can 
claim that the pie.seni paradigm is defec¬ 
tive Tliough It has helped in acquiring 
land tor ' public puqioses’ since 1894, 
studies illustrate that it has created enor¬ 
mous problems for all the land losers, 
lequiring bodies and tlie government On 
Ituiiy occasions, in tlic past few years, 
(leoplc have refused to concede to the 
LAA 1894 acquisition notices resulting in 
a law and order problem. This is accepted 
by ihe government The MRD draft re¬ 
habilitation policy mentions that hind 
acquisition anddispiaccmeiit have resulted 
in "protest movements marked by a grow¬ 
ing. militancy”. Because of a near absence 
ot transparency in its dealings it is seen 
by some as one of the most misused civil 
laws in the country. 

People's refusal to allow acquisition of 
their land is not the only challenge to this 
law today. The requiring agencies too, on 
many occasions arc found manipulating 
It For example, wherevm' it is difficult to 
acquire land because of people's refusal, 
-fiine owners both private and public, 
^quest mining leases on adjoining govem- 
nicnt land and start mining operations 


therein. Once they are able to .scare resi¬ 
dents of nearby villages through contin¬ 
ued blasting operations in their mines, 
they approach the collector for land ac¬ 
quisition Similar tactics are now being 
used by industries and irrigation depart¬ 
ments too. A large steel unit located in the 
Chattisgarh region of MP, in its bid to 
acquire more land is deliberately polluting 
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a pond located just outside its boundary. 
This pond is thconly dnnking water source 
for Ihe rcsident.s of the two villages resist¬ 
ing acquisition. Stale irrigation depart¬ 
ments on many occasions have started 
dam construction work even though 
people have not vacated the area to be 
submeiged The threat of .submergence is 
thus u.sed to force people to vacate their 
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land and houses These examples point to 
another important flaw in the law, that is, 
it allows requiring bodies to manipulate 
acquisition before the actual start of the 
process 

Al n KNATIVI. PaRAIIKiM 

Any understanding on land acquisition 
should start with the question, who arc the 
stakeholders in the picxcss and what are 
their respective interests'' N<iw, the lirM 
set oi stakeholders are the land losers, the 
owners of the ‘would be' acquired land 
Then interest in the first place is to prevent 
land from being acquired However, if 
they find it impcsssiblc to prevent acqui¬ 
sition, they then try to get compensation 
which I.S equivalent to the replacement 
value ol the land and all other assets 
lost The second set ol .stakeholders are 
the requiring bodies whose intcrc.st is to 
gel the required land in as little a time 
as possible and al the least possible cost. 
The thud stakeholder is the govern¬ 
ment. inteiesled in preventing any law and 
ordei piobleni Worn stopping up in the 
wake ol the lesullant disturbance in 
status quo 

As one can see the interests ol the three 
.stakeholders are mutually contradietory 
In .such a siluatioii it is very dillicult to 
k’gislatc to cveryoiie’s satislaetion on the 
existing model heeausu each elau.se has 
opposite elfects on the dillcreni interests 
Also the existing tiuKlel has no guidelines 
loi the pie .uquisition stage, as a result. 
It cannot lestrici inuiiipulaiions bctoie the 
Inst noiilicaiion f'ollector ceiitiic deci¬ 
sion-making incorpoMlcd in the law al¬ 
lows the land losers as well as the requit - 
ing body to exert picssiire on the collector 
This helps us to conclude that any aller- 
nali ve to the pic.sent iikkIcI should exhibit 
two characteristics' (I) it should not be 
unilinear, and (2'decision-makmg should 
he broad hascil. 

.Studies on land acquisition point to three 
broad areas of coni licl het ween the people, 
requiring body and the government They 
are (1) evaluation ol the purpose and 
necessity ol acquisiium, (2) enumeration 
ol the population that will he disadvan¬ 
taged iMcause of tlw .icquisition and ('ll 
assessment ol the quality ot land, calcu¬ 
lation of compensation payable Ihereol 
and the manner in which people aie to he 
u»m|iensatcd Many ol the problems and 
time oveinins in latid acquisition tixlay 
e.>n be attributed to one oi more of them 
However, tt is ohseived that, discussions 
at the lix-al level on eaih of these issues 
ciut he initiated even hetore the land 
acquisition piocesx stail.s or before the 
first notification 


This brings us to the most important 
principle dcPining the alternative para¬ 
digm that IS, division of the acquisition 
pnicess into three mutually exclusive but 
logically integrated stages They can be 
undersUHHi as* (a) prc-acquisition .stage or 
the prcpaiatory .stage; (b) acquisition stage 
or the cxei uti ve stage; and (c) post-acqui- 
sition stage or amelim’ativc .stage. As 
aln'ady discussed, the three broad aa'as 
of conllict between the people, requiring 
bwly and the government, namely, evalu¬ 
ation ol the purpose and neccs.sity of 
acquisition, cnnumeration of the popula¬ 
tion and assessment ol compensation 
payable (.an he dealt with in the prepara¬ 
tory stage The legal process ol acquisi- 
noil and iiansfer of land can he accom¬ 
plished 111 ihe executive stage, while the 
socio-economic problems and psyiho- 
logiciil trauma of forced displacement ni 
loss livelihoixl can be dealt with in the 
ameliorative stage. 

TIu' advantages of dividing the piiKcss 
into three distinct .stages arc liistly, it will 
allow tor elleclive transfer ol work to 
specialists now that it is established that 
aclivilies like impact assessments, com¬ 
pensation lalculation, rehabilitation and 
icsctilemcnt, etc, arc tasks that cannot he 
adcqiiatcl) handled by ‘generalists' Irom 
the revenue departments .Scaindly, it will 
help bioad base the dccision-making 
process Wilhin the existing paradigm, 
because ol the legal requirements, the 
efiecii ve at quisition work is conducted by 
the revenue depanment olticials aimed 
with detegated poweis horn Ihe district 
collcctoi Participation of specialists, if 
any, is limited to being consiiltanis to the 
priHi’ss B> dividing the pnicess into 
distinct stages participation oi expcits in 
the pnx'ess can be expedited and ad- 
equulely defimxl 

One ol the cnticisms against the exist¬ 
ing paradigm is its collcclor-ccnlnc char- 
actci Division of the proccs.s into stages 
can help negate this cnticism tcK> Acii- 
vitics integral to the preparatory and 
amelioiative stages can be accomplished 
even without the active involvement of Ihc 
collector In both these stages the 
collectorate can work as a stalf agency 
rather than a line agency For example, the 
collcctoi, once bc/she receives an appli¬ 
cation tor land acquisition from any re¬ 
quiring body can form a committee, com¬ 
prising ol individuals with certain defined 
expertise, to study the questions and is¬ 
sues linked to that particular acquisition 
Based on the recommendations of that 
coininittce the actual acquisition pro¬ 
ceedings can be initiated Once the acqui¬ 
sition IS over, the coli^^^r can call in 


rehabilitation and rcsettiemeni specialists 
to initiate the ameliorative woik. This 
helps in two ways; (1) the collector gets 
an opportunity to call for expert advice; 
and (2) the actual involvement of the 
revenue department is limited to the exi 
pcitise Its officials possess. ‘a; 

CONCIUSIONS 

There is a need not just to amend the 
existing land acquisition law hut also 
initiate a paradigm shift. The Draft 
Amendment Bill of the MRD talks ot 
altenng some of the clau.ses ol this law 
m Its attempt to make land acquisition 
easier With people in mo.st parts of the 
country not willing to concede to forced 
acquisitions, can such amendments really 
work in the long run'.' It is piissihle foi the 
state to use lis 'monopoly' over physical 
power to bulldoze a lew, but what will 
happen to those, drawing inspiration from 
Ihe residents ol Baliapul and Gopalpur. 
determined not to leave their ancc.stral 
pio|x:ny. 

It IS thciolore important lo democratise 
thi acquisition ptmess, Inst, by involving 
Ihe people who are lo he ailecu*d and the- 
by taking the help oi specialists, liaincd 
to sol ten the social, economic, psycho- 
liigical and ecological impacts of acqui 
siiion Toda}, it is becoming i tear that the 
colonial paiadigtn with its anti-people 
character is bound to lad It fails, if people 
who are displaced oi aliecicd arc im¬ 
poverished, and It lads, il the requiring 
bixiies are not able to get the land they 
desire Itecausc ol people's icsistance 'Du 
demands on the altcmalivc parad'gm t.'^ 
ihcrcforc lo see to ii that necessary land 
IS available for ‘genuine' public purpo.se< 
and in Ihe ptocess the land losers arc not 
I tnpo veil slu'd 
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Looming Saffron Threat and 
Electoral Choices 

PRRam 

It is true that the Congress has often tolerated, encouraged and 
supported communalism in various ways. But this cammunatism is 
opportunistic, employed in the service of building a bourgeois nation 
state; the BJP conmunalism is programmatic dedicated to the 
creation of Hindu Rashtra. 


THE electoral arena in the decade of 9()s 
has taken a qualitative turn for the worse. 
The earher electoral equation Congress 
vis-a-vis the Janata Dal/Janata Party and 
Its allies have been replaced by a triangle 
with BJP and later BJP and its allies as 
the base of the tnangle Of the two other 
arms ol the triangle one is the Congress 
and uthci is constituted by the now de¬ 
clining Third Front. Bamng the left par¬ 
ties. whose secular and democratic cre¬ 
dentials arc stning. and the other earlier 
constituents of Hurd Front who mostly 
vi;iK)d by secular and demociatic ground 
' (though many of whom have shown cracks 
in this lately!, both tbc major constituent.s 
of the electoral battlefield are tainU'd with 
communalism of diflerent varieties. It is 
in this context that the role of left in 
singling nut BJP as the communal force, 
to be Lsnlated and dumped on pnonty 
basis has come for cntuism amongst 
diflerent friends and groups on die liberal, 
progressive and left spi'ctmin I'hcse radi¬ 
cal elements, bnnging to our attention the 
gory deeds of Congress in subtly tolerat¬ 
ing communalism, being the main agency 
of anti-Sikh communal violence and its 
role in colluding with the Sangh panvar 
^>n demolition of Bahn mosque and the 
anti-Muslim pogroms, have been advo¬ 
cating the maintaining of equidistance from 
BJP and Congress What arc the pitfalls 
of this equidistance the.sis? 

Congress and Cummonausm 

Right since its inception the main thrust 
of Indian National Congress has been to 
struggle tor democratic secular India. At 
a formal level this central concern of the 
Congress .stood on this ground with in¬ 
numerable compromises and weaknesse.s. 
Though there have been major changes in 
the trajectory of the Congress during the 
last 11 decades of its existence, this single 
pnnciple has been kept at the core of the 
policies, though at formal levei. The same 
got enshrined also in the Indian Consti- 
^tion, which accepted the principles of 
liberty, equality and fraternity, and also 


brought into the Constitution the concept 
of a secular .state right from the beginning, 
though this woid was added into the 
Constitution much later. Despite this mam 
current, thcic has always been a weakness 
to accommodate and tolerate the commu¬ 
nal elements more so Hindu communal 
elements Some ol the major leaders of the 
Congress had stiong streaks of Hindu 
nationalism, for instance, Lala Lajpat Rai, 
Madan Mohan M.ilaviya. and Munjc (who 
was one of the louiiders of RSS also)' 
Many a leaders ol Hindu Mahasabha was 
also a member ol die Congress. The first 
sarsanghchalak (supreme dictator) of RSS 
K B Hedgewar was formally in the Con¬ 
gress till 1914altei which he concentrated 
exclusively on building the fountain head 
of Hindu communalism, the RSS Htc 
Congress in pa'-indepcndence time acted 
as a platform The dominant part of the 
platform was seiular and demcKratic as 
represented in the leadership of Mahatma 
Gandhi and Pandit Nehru. But undoubt¬ 
edly the Hindu communal elements re¬ 
maining within the Congress put pressure 
on It from inside to supplement the agenda 
ol Hindu Mahasabha and the RSS, to act 
as the opposite ami parallel of Muslim 
communalism whisli was represented 
predominantly by Muslim League With 
partition, the formation of Pakistan and 
migration ol the Muslim elite to Pakistan, 
Muslim communalism in a way got de¬ 
flated But It did enn’inue to survive in 
the Indian polity, assuming stronger pos¬ 
tures at crucial times like Shah Bano case, 
etc, to provide the much needed pro¬ 
vocation to the Hindu communalism. llic 
Congress underwent .1 major transforma¬ 
tion in the mid-l96(K Though it contin¬ 
ued to pay strong lip service to the secular 
rhetoric, apart from appca.sing the funda¬ 
mentalist sections ol Muslim community, 
it did not do mu<h to ameliorate the 
conditions of minoniirs. Also by this time 
the state apparatus was being infiltrated 
by Hindu communal eiemenks, the RSS 
trainees, who started giving a Hindu slant 
to the secular .state policies at the grass 


roots level It is due to these factors that 
Musitms began to be discnminated against 
in job.s, etc. They also became victims of 
anti-Muslim violence led by Hindu com¬ 
munal orgamsauons and .supported and 
abetted by the state and exonerated by the 
Congress. A large section of Congress 
leadership was not very principled as far 
as the .secular ethos was concerned and did 
not have any qualms in compromising 
with and promoting Hindu communalism 
During these years the principal project 
of the Congress was to build the Indian 
state as per the Indian Constitution During 
this process it started subjugating ethnic 
and regional aspiration and imposed an 
‘Indian' identity and laws on many ethnic 
groups and regions by force. The Con¬ 
gress pursued the policy of relentless 
centralisation and intervened in state af¬ 
fairs at every minor pretext This led to 
situations of insurgency in the north-east, 
Ka.shmir and Punjab. The anti-Sikh po¬ 
groms conducted by the Congress in 1984 
can be characterised to belong to this 
category of repression ol ethnic aspira¬ 
tions ol Sikhs They have to be contrasted 
with the anti-Mu.slim violence whose 
ideological roots lie in the concept of 
Hindu Rashtra. With intense rcpres.sion in 
these states, the situation worsened and 
later in Kashmir and Punjab the situation 
was communalised with the Hindu-Mus- 
lim, Hindu-.Sikh being the two poles of 
this move of the Congress government 
Massive anti-Sikh pogroms took place 
after the murder of Indira Gandhi. Con¬ 
gress communalism is pragmatic and has 
been u.sed by it times again to ‘solve’ some 
othei problem, like suppressing the cthno- 
regional aspirations. 

The BJP IS the political arm of Sangh 
panvat By implication it is an offshoot 
of RSS. Tlie internal dynamics of opera¬ 
tion of Sangh panvar is fairly uniform for 
all Its organisations. The basic premiss of 
RSS IS to woik towards the goal of Hindu 
Ra.shtra T'his just docs not mean that since 
the majority of pctiple living in this coun- 
trv arc I lindus, so it should be or is a Hindu 
Rashtra. This concept emerged as the 
political protect of the declining classes 
(jamindars, ra|as of riyas. etc, and the 
brahmins) This concept was paralleled 
and opposed to the concept of Muslim 
state, which represented the political as¬ 
pirations of Muslim jagirdars and the elite 
Hindu Rashtra was defined as a political 
concept whose politics is hindutva, first 
by Savarkar (Hindu Maha.sabha) and later 
on refined by M S Golwalkar, the second 
sarsangh chalak (.supremo) of RSS. This 
is a type of nationalism, which while giving 
the illusion of being based on religion, is 
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based on Ibe hatred of others* religion. 
This IS akin to race-ha.sed nationalism of 
the Nazis (Hitler), fascists (Mussolini, 
Italy) or the fundamentalist states like 
Ayatollah Khoemem's Iran or Afghani¬ 
stan under the Taliban. TVse national¬ 
isms arc opposed to tlie principles ul lib¬ 
erty, equality, fraternity, and the concept 
of liberalism They are supporters of status 
quo and favour the unequal hierarchies 
which are prevalent in society. In addition 
the concept of this nationalism aims to 
impose the uniform elite culture on the 
whole society As per the core ideology 
of RSS, India is a Hindu Rashtra since the 
tunc Aryans stepped into this land and the 
'aliens' who came here, the Muslim and 
Chnstian British have brought ignominy 
to tlic Hindu society Now under leader¬ 
ship of RSS/Sangh parivar. the whole of 
Hindu nation has to get organi.sed to rcstoa* 
past glory The previous avatar of BJP, the 
Bharatiya Ian .Sangh was founded by 
Shyama Prasad Mukherjec, a leader of 
Hindu Mahasdbha. and was totally taken 
over by the RSS trained volunteers. Its 
major agenda (1951) was induction of 
nuclear weapons, opposition to public 
sector and co-operative fanning The major 
campaigns it undcrtcHik were 'ban cow- 
slaughter’ and ‘Indianisation ofMuslims'. 
Meanwhile RS.S was actively coni- 
munalising the social space leading to 
communal violence beginning tioni 


Jabalfnirf 1962)cumnnw8lriot Thesenots 
went of becoming more and more ghastly. 
In addition to intimidating andghettcising 
tiic Muslim community they started con- 
.solidating the elite Hindus behind RSS / 
BJS. After (oining the JP-led movement 
(1974) RSS/BJP gained social respcct- 
idiility and BJS emerged as (he ma|or 
component of the Janata Parly formed in 
the wake of lilting of emergency The BJS 
members refused to withdraw ihcir mem¬ 
bership of RSS leading to the collapse of 
lanata Party BJS re-cmerged as BJP in 
19K() Piom 1986 it look over the aggres¬ 
sive agenda of Hindu Rashtra through the 
Ram Janmabhoomi campaign leading to 
the (icinolilion of Babii mosque, post- 
detnoiition communal violence, etc Most 
of the inquiry commission reports on com¬ 
munal violence tJagmohan Reddy, Justice 
MaJon, Vithayathil, Shrikrishiia and 
Vciiugopal) have proved without anv 
shadow of doubt that RSS/SP have been 
the major actois in anti-Muslim com¬ 
munal violence. Similarly the National 
Human Rights C'ommis.ston. National 
Minorities ('otnmission and the Human 
Rights (itoups have highlighted (he role 
of most of the piogenics of RSS in anti- 
riinstian violence Lately, after lealising 
that It cannot grab the powei at the centre 
■on Its own (on the plank of communal 
issues), the BJP has 'cleverly' been talk¬ 
ing of a nuiional agenda of governance 


and a national democratic alliance to woo 
the regional parties, whose narrow re¬ 
gional intere.sts and tubular vision does 
not permit them to sec the core communal 
project of the BJP. This democratic pos¬ 
ture of BJP IS merely for the sake of 
gradually increasing its vote bank/social 
base to be able to come to power at centre 
on Its own and that's when the agenda of 
Hindu Rashtra 'in toto' will be unlea-shcd 
on society Till then the decent looking 
agenda will keep getting sprinkled with 
the hidden agendas. In the long term tiiis 
elite, middle cla.s.s party will free/e society 
in the cxi.stent .social dynamics, taking 
away the rights of the exploited, oppressed 
and those on lower rungs of hierarchy 
to struggle for social, economic and 
gender ju.stice The communalism of BJP 
IS a cover for the slow gmwing fa.scisn), 
with the aim of foisting brahminical 
Hinduism ba.sed politics on the country 
In words of Aijar Ahmed its is a program¬ 
matic communalism A programme to 
bnng in a different notion of state, in 
order to do away with democracy and lib- 
eial’sm 

Ivji 'imsi AW r Till .sis > 

Seen m this light amongst all the elec¬ 
toral parties BJP i.s the only party, which 
IS a political *ving of some other oigan- 
isation (RSS) As seen in (he past and as 
evident in its inner structure the RSS 
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control over the party is complete due to 
the RSS-trained cadres being the main 
human agency of BJP Despite contradic¬ 
tions the basic goal of Hindu Rashtra is 
not negotiable as tar as SP is concerned 
And that's what sets it apart from every 
Either electoral outfit. It is nut to say the 
other parties are desirable, ideal and ca¬ 
pable of sustaining the secular demtKiatic 
programme. We have seen that the Con¬ 
gress. with ease, could impose emergency 
and various anti-deniocratic legislations 
time and again It has compmmt.sed and 
aided SP communalism a number of 
times: the other parties have also shown 
maniie.st inadequacies as far as pcrsual 
of democratic principles are concerned 
But all said and done none oi thorn is 
driven by I he engine ol a brahminical 
Hinduism ba.scd nationalism akin to 
race-based nalioiialisiii oi Muslim rch- 
gion-ba.sed natiotulisiii This is what 
makes BIP a dilterciit cup oi tea (nay 
poison) .setting it apart troni other elec¬ 
toral outiits 

'Fhe SP movement is a la.scist variant 
y nil a numbet of similaiitics to F.uiopean 
't.iscism. which got stieiigthenedattei tear¬ 
ing dalit OBC assertion in lO'^tls (post- 
Muiidali ll piojects national iniciusi ovet 
the inteiest ot the people has seeds ot 
expansionism (Akhaiid Bharat), targets 
iiimoiitios to stiengtlien its social base 
(iiisi Muslims lluMi the Chrtsiians), glo- 
ritics the past us tiK' NU.siaining lone, is 
aggiessive to tlie weaker scsturns ol so¬ 
ciety and has a base iiunnly auiongsl urban 
niidtlle class uppei caste and section ot 
.sociallv ascendani OHCs It differs liom 
the Huropean variety ot laseisl parties in 
having a li -iig gestation peruxi, and having 
.in ideologically sell-sustaining organ 
^ isation. the RS.S as the controlling engine 
'in (iermany. Hitler increased his siKial 
and electoral base m a quick fashion 
pto|ectiiig the fear oi .strong wurkeis' 
movement The triangle there was com¬ 
munists. Hitler's national socialists (fas¬ 
cists) and the centnsts, a kin to the Con¬ 
gress hctc, the siKial demociats In spite 
ol seeing the methods and dangerous 
potential ol Hitlci, coinmunists who wen.* 
a suh.stamtiri force, in a way followed the 
electoral policy of equidistance Inim social 
democrats (whom they called .social fas 
cists) and the National siKiahsts (Hitler's 
party) They virtually ignored the Nazis 
and thought that it was a tarcical force, 
which could be easily tackled even if 
they came to power. Hitler had his own 
version ol VHP and Bajrang Dal (the 
Vrtorm-troopcrs) whom communists 
tluHight; Hitler would monitor and control 
once he was in power Though Hitler did 


not have a majority, he was able to come 
to power through negotiations as the 
opponents had shifting and divided aims 
and were unable to locus on the real 
essentials of power while Nazis had 
unwavering aims and had a firm grasp on 
‘real politics' 

We will not go into (heeconomic policies 
where there is a lot of overlap in the 
Congrc.ss and the B J P policies barring two 
major differences One, as witnes.sed 
during the ft-month rule of BJP-led 
coalition, is that BJP is more influenced 
by the tradcis who aic its major support 
base Second. BJP’s version of Kwadc.shi 
supports the fictty iiulu.strialist. with their 
much mot e hack wai d labour relations and 
advcicacyol lirniei lepression of workers. 
This IS at one level lelaiive and even other 
electoral parties may not have anything 
much better to oltei As we have seen the 
Congress has appeased Muslim lunda- 
mentahst leadeiship ignoring the interests 
ol a large mass ot minorities It has enm- 
munahsed the Kashmir and Punjab i.s.sucs 
to 'build' tlie bourgeois nation state in its 
own way. Indiia was particularly .shrewd 
to begin the use ol communal card trom 
l*)80s. Rapv did the same in Shah Bano 
case and opening the locks ol Babri 
mosque, Nuia.smiha Rao was memly lid- 
dling when Avodliya was gelling deci¬ 
mated and most ot die Congress govem- 
inenls have been mule spectators of the 
anti Muslim pogroms These arc grave 
'lapse.s' which show (hut secular policies 
ai e the first victim w hen it comes to keeping 
powei intact But in contrast the BJP and 
the SP aie communalism personified 
(sec Aija/ Ahmed. Fl’W, June 1, 19%. 
p I .^29) Commun.ilism is not opportun¬ 
ism for them, it is their very rmson d'etre, 
then core pnigramme Its manilcstation 
will keep changing as per the situation 
It IS political wing ot RSS, which is pur¬ 
suing the goal oi Hindu Rashtra in pur¬ 
suance of winch violence has been used 
like ‘suigeon's knife' (M S Golwalkai) 
and the concept is the mix of fascist and 
fundamentalist stale as demonstrated 
above So liespite the apparent similan- 
lies, at the eoic. Congrc.ss communalism 
IS opportunist. BJP communalism is 
programmatic Coiigtess communalism at 
limes has been employed at the .service of 
building 'bouigcois nation state', BJP 
communal violence has been/and will be 
'dedicated' to rti<. building of Hindu 
Rashtra. 

Taking advantage of the fiagincniation 
of polity and n.se ot regional parties the 
BJP is doing Its be.st to ally with the short 
sighted regional parties who, to preserve 
thcii regional power equations arc ovci- 


lookmg the fascist/communal core of the 
BJP The nse of the BJP in the centre has 
dangerous portents, as with every rise. 
Us hicklen agenda becomes the part of 
government programme The slogan 
'defeat BJP' apart from being negative in 
Itself also gives an indirect message that 
the only other electoral outhi, which may 
benefit from this, is the Congress, whose 
‘compromised seculansm' is there lor 
everybody to .sec. So the policy ol main¬ 
taining equidistance from the Congress 
and the BJP is a bcttei one, argue some 
friends. 

Just because there is a dearth oi parties 
with better secular and democrat ic creden¬ 
tials docs not mean that one ends up 
supporting a party, who.se la.scist poten¬ 
tial exists without any shadow of doubt 
What ll the Congre.s,s which ume and 
again has used eommunalcsm to fulfil its' 
ambitions ol powci. benefits from it? 
Surely it is an evil whose magnitude is 
many times lowc than the dangers ol BJP 
being in power 

The way to build egalitarian. ju.st scki- 
ety IS through the painful path ofstruggic.s 
oi the oppicssed sections In a way, the 
whole iightWard shift of the political 
language is due to tlic weakness and 
apparent absence ol .strong six'ial move¬ 
ments These imivenicnts oi wuikcrs, 
dalits, adivasis. women and minorities 
being scattered as ihc*y air. an' not able 
to reinfoicc each other and in turn are 
unable to influence the direction ol the 
centiist piMitical lormations One ol ihe 
bypioducts ot the plattoim lor secutai 
democijcy will lx* warding oil the threat 
ot lascLst danger, in whatever guise it 
comes, while puisuing its goal of social 
secular denuxiacy I'hts building ot the 
platform ot secular dcnxKracy and s(x;ial 
justice IS the long-tenn goal towards which 
the efforts have to begin right awav Most 
of the elecioral parties cannot pnipcrlv 
hold on to the secular and demiKratic 
principles. It is only sue h a platform based 
on the struggles of exploited weaker sec¬ 
tions of .society, which can not only build 
the egalitarian scx:iety with .social justice 
hut also dunng the cixirsc ol its .struggle 
can eiisuie that the centrist foimations are 
lorcod to adopt secular and democratic 
pnnifiples on firmer grounds 'i'hus Ihe 
‘Dcfrat BJP' slogan is like a fire lighting 
measure Real eilorts have to be locused 
towaids much neglected social movements. 
towatd.s building the bridges among them 
These bridges arc the hoostcis. which can 
and Will enhance the total strength not in 
an additive fashion but hy qualitatively 
transforming the vciy iiatum and social 
role ol these groups. 
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Ethnicity and Citizenidiip in Sri Lanka 

Impressions of a Visit to Jaffna 

Partha S Ghosh 


The Jaffna Plan that the government has initiated for die 
reconstruction of Jaffna's shattered economy is in the right direction, 
but more is required in the political domain. Even more importantly, 
it is necessary to create an atmosphere for the Tamils of Sri I/mka to 
express their Sri Lankan identity regardless oj their ethnic and 
cultural roots. 


EVER since the mid-atrera<>h off the coast 
of Mannar m September 1 «v( the pn vatc 

airlines Lionaii, a I Iktdiniati aulincr con 
tracted by the Sn I^nkan jtoseinment to 
terry passengers between C’oloinbo and 
JatIna, and the subsequent att.ick on the 
Sn Lankan naval convoy escorting the 
ship I anka Miiditlia on its voyage troin 
Kankcsanlhui.il m lallii.. neiunsula to 
Tnnomalee on the east coa<-i icgul.ii 
civilian iraflic to lallna has com .* to a hall 
It IS .suspected that hehiiul liotti the inci 
dents was the insolveiiieiit o' the I TTIs 
The only tiansp(>iiaiion th.ii is possible 
now IS through the sluiltio service that the 
.Sn I^nkan government has ananged be- 
twe'en the R.itmalana air loiee base in the 
oulskiits of Colombo and the Palaly air 
force base in the noith of the Jalli la pen 
insula Ihc m'ivu e ises.seiitially meant lor 
transpoitiiig soldiers hut c iv iliaiis con also 
travel if eleaied by the secuiily loices I 
went to Jaltiia in one ot ihc tli..'hls ‘ lieie 
aie some of iny impiessions oi that visit 
it uas a short visit - actually too slioit, 
just 24 hours - to be autiioi native on any 
factual or explanatory point Still it was 
gCHHl enough as an intioduction to tl ic ciiy 
and more so its lesidents In 24 liouis, 
which erfc\livel> nieaiii 12, all ih.'t was 
humanly possible 1 did, thanks to t'nc co- 
opeiatioiiextendedby the .Sn Lankan army 
1 must have fteeii dris.’ii VI to 41) k.Ti and 
must have met about 2S to til people 
.Since the drive was thiough lesidcntial 
aioas, market places, temple .ind i huic h 
localities, school anejuniveisitvi am puses. 
fi.shcimeir,s whait and s^geiabl e and 
agricultural fields, the ficople I n'lel in¬ 
cluded cornnon tisheimen, school prin¬ 
cipals and tear hers, the v ice i'lunce llor ol 
Jaffna Univeisity. eks ted represent tatives 
of l(x:al government bodies, dcKlof ,,jour¬ 
nalists and, in geneial, ilie man in the 
street But befoie 1 vente about ni> ■ expe¬ 
rience a bnet hackgiound ol the si tuatioii 
in Jaffna during the last tevs yeais would 


be helpful to the reader's. 

Alter the return of the IPKF in 
Jaltna came under almost complete control 
ol ihe LTTE. Even during the IPKF pres¬ 
ence (1987-90) and prior to that Ihc I-TTh 
posed a constant challenge to the autlion- 
ih's and Ihe existence of the fatter was ever 
piecai lous TTic situation changed in favour 
I it the .Sn I .ankan government only towaids 
the end ot 1995 During late Octnbei and 
eai Is Movember 1995 the news spicad that 
a massive army operation, ‘Riviresa’, vi as 
in the ofling to recapture Jalinu Iniin the 
LITF control The Tigers seemed to he 
convinced that this lime the army meant 
business and it could overpower and 
outmanousTc them Consideiing discre¬ 
tion the better part of velour they thought 
of withdrawing Inim the scene ol course 
alter ofiering the resistance characteristic 
ot them On November20,1995 the aimy 
was in command in the Nallur Kandasamy 
temple .'uea, on the eastern edge of Jaltna 
town A inilitaiy spokesman .said “We arc 
in Nellur It means we are now in Jaffna 
The advance is continuing." 

Bcfoic giving in to the army tlie LTTE 
asked the population to vacate the town 
The I Imvcrsity Teachers foi Human Rights 
(Jafina), a clandc.stine group ot former 
laifna residents, that op-rales horn 
Colomlx) l)ut seemingly reports correctly 
about Jallna and LTTE activities there, 
prepated a blow-by-blow account of this 
exixius. This report was published in the 
Tamil 'll 'Id (Surrey) in Ihice pans in its 
January 1.5 February 15, and Maich 15, 
1996 issues The report said 

On the evening of October 31), LTTK 
loudspeakers announced in Jafina town 
“No one must lake this announcement 
lightly We aie doing battle intensely and 
bravely w iih a demonic foic c li will attack 
us fix'm several directions Wc loo will 
respond likewise Since we are going to 
resist every inch agunst a state drunk with 
racism, you people must evacuate for 


ThenmaratchiandVadamaratchi this same 
night” LTTE men then went from house 
to house and ordered people to evacuate 
They were told, "town would soon be¬ 
come a battle zone We are blowing up 
Chcmmani bndge Jaffna at 4.00 am. If you 
arc not out by then, you will have to remain 
and face the consequences.” By 6.30 pm 
Kandy Road was blocked by panic stneken 
people trying to leave on foot. 

Altogether, a population of about 3,50.000 
was in question. This was so because in 
addition to 1,50,000 local residents of 
Jaffna then, about 2,00,000 refugees in the 
Valikamam division (the western sector 
of Jaffna peninsula, that is. Thenmaratchi 
and Vadamaratchi, by two lagoons) had 
moved into Jafina and other places by 
October 30,1995 These refugees had felt 
that Jaffna would he safei as their inteicsts 
would be piotected by such organisations 
like the Inlemational Comniittee of the 
Red Cioss (ICRC ).* The I ,TTE announce¬ 
ment, therefore, came as a shock to 
them Fur them it meant yet another dis- 
placomeni 

T he LTTE continued t< > reiterate its older 
lo those who had not evacuated. By‘ 
November 16. the town wa.s virtually 
empty On November 20, the day the aimy 
icac fil'd the Nallur temple area the voice 
oi Tigers' radio directed all civilians in the 
latlna peninsula, including those who had 
tied to Vadamaratchi and Thenmaratchi, 
to cross into the mainland outside Ihe 
Jafina peninsula (hat had alnio.sl icinained 
the invisible stronghold ol the Tigers for 
at least the last live years “Everybody has 
lieen asked to go to the Wanni region south 
of the perinsula,” a pt'rson who monitored 
Ihe radio said TTie T'lgcrs also .saw to it 
that the Jallna hospital was closed and the 
ICRC packed its business Stiangely^ 
however, the I.TT'E indulged in some kind 
ol double talk Both during the exodus 
as well as later it meant to give the im¬ 
pression that the people had evacuated 
Jallna voluntanly. The LTFE .supremo 
V Piabhakaran also underlined Ihe same 
sentiment in his Martyr’s Day message ot 
November 27. 1995 
Theie could be several explanations for 
the l-TFE's action. In the first place, it 
could be that although the July 1995 
offensive ol the .Sn l-ankan aimy did not 
succeed still the word got around that the 
security forces were not oppressive a.s was 
Ihc case in 1986. On the contrary, they 
were fiicndly, at least tolerable. U so, it 
was likely that alter the army established 
Its control oser Jaifna the people of Ihc^ 
town would icconcile themselves to the 
situation If it so happened, the army 
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would gradually introduce civilian rule 
under their security cover, which would 
mean, given the experience of the 1994 
paiiiamentaiy election, a Eelam People’s 
Elemocratic Party (EPDP) rule. This was 
the la.st thing that the LTTE could tolerate 
'j^rhamilbhclvam. the chief of LTTH's 
political wing, had carlici displayed strong 
emotion in this tegard 
The second explanation could be that 
the LITE needed new recruits into Us 
cadres which was po.ssiblc fiom amongst 
the displaced persons who even otherwise 
faced severe hardships. If so. it indicated 
a change in the LTl'B tactics Earlier, 
during the IPKP days when the latter tar 
outnumbenrd the LITE, the tigers took 
recourse to guerilla tactics by opciating 
horn amongst the people and indulging 
in hit and tun violence When IPKP used 
to rctaliaie it inevitably caused civilian 
casualties making the IPKF extremely 
unpopular in Jallna IPKF's unpopularity 
was mentioned by .several people 1 talked 
to (liven this cx|iencnce it is surprising 
th.il the LTl'B did nol lollow the same 
^liategy this time al.so 

I'hc thud explanation could he that the 
I rri', was apprehensive ot the lait that 
thcie wete maiiv amvuigst the Tamils in 
latina who could become collahoiatois 
^th llic seeiiriiy loices They could pio- 
\tdc valuable iiilclligencv to the goseni- 
mcni as they had tome to know the 1 ITE 
closely all lhe.se years ol l.TI'L ‘lule’ in 
Jallna Indeed some ot the recent sue 
cesses ol the sc'ciituv loues aie paitly 
attributed to the latter's ability toeiilist the 
services oi Tamil secicl agents 
Tlie return of laigcnunibei ol the evacu¬ 
ees ot Jat Ilia, howevei, tends ti' pi ove that 
the I-TTF. strategy did not work Not only 
^ lijve many people letumed, there is also 
the sign of return u notmalcy ’ .Schools, 
university, markets, etc. aie kinciioning 
all light although there is always the tear 
ot some uniowaid incident iseeurnng any 
lime. That is natural considcTing the tur¬ 
moil that the town has undetgonc all these 
yeais But in any case as a visiioi I did 
not .sec tright on the faces of peoplc- 

Jai-i-na Lch'ai Bi,k iions 

Alter R'-c.stahlishmg its control over the 
Jallna peninsula in Novcmbei I99.‘i and 
altei the people started reluming to their 
homes the government thought it prudent 
to initiate the political pmcess so as to 
lestore civilian rule It. Imwcvci. needed 
long preparation The UNP goveinmenl 
^ had held the parliamentary election in 
August 1994 but tiic situatUHi then was 


just not conducive to invoke popular 
response. In general it was lukewarm in 
both the Tamil majority northern and 
eastern provinces All Tamil parties put 
together polled only 2.46 per cent of the 
votes ot which the Tamil United IJbcra- 
tion Front (TUI.F) alone accounted lor 
1 67 per cent It did not participate in the 
election in Jallna Considering the fact 
that the Tamils an* about 13 per cent of 
the population and that the Tamil parties 
do not gel any non-Tamil vote, it was 
obvious that most 1'amils rn these pniv- 
inccs either did not vote or could not vote 
"Hic TULF was opposed to the idea ol 
holding the election in Jaffna and had even 
moved the court in this regard hut the 
appeal was turned down. The thtcal issued 
hy the LTl'b ag.iinst holding the election 
in Jafina hanged Id e the Damocles sword 
over the heads ol .ill candidates there 
While in iIh‘ eastern province the fol¬ 
lowing gioups - rULF, TEI.O. EPRLF. 
PLOTE. SLMC, and two independent 
groups - filed iioniinulions, in the noithem 
province varied in lattna and Vanni In 
Jallna. loui gioups - EPRLF', SLMC, 
Ind JFN landind ll'N2filcdthciitiotni- 
natiuns. Ind-JI N I consisted of PLOTE. 
I’ELO and LRO.S Ind-JF'N 2 was led by 
militant turned tlemociat, Douglas Deva- 
n.inda. ol HPDP In Vanni 11 gmups con¬ 
tested. namely. I'A UNP. TULF, SLMC. 
N.S.SP. F:PRI.F, DPLF. and four indepen¬ 
dent groups III spue ol so many parties 
and gniups tii ihe tray, the voter turnout 
w as on] V 2 M pc't i cut in Jafina. and 25 34 
per cent in V,uini 1 he remaining 2(1 elec¬ 
toral distiictsol ihecountiy included 92 5 
pel cent ol the volei'< of whom XI pei cent 
cast their votes I'lie silualiun was more 
oi less the same in the piesidential election 
oINovembci 1994 .ilso The Internanonul 
Ob.servei Gioup tli.u was invited by the 
Si 1 1 .anka governnient to observe the elec¬ 
tions, that ini luded ilits autlioi also, men¬ 
tioned in delail .ihoul the extraordinary 
situation pievatline III the distriitsof Jallna 
and Vanni in it. leport. Subsequently, a 
Piesidential Coniiiiission that was ap¬ 
pointed by presideiii Chandrika Kumaia- 
tung.i undei the eii.iii iiianshipot high i ourt 
judge G M S Sam.iiawcera to probe the 
activities in lelalii'ii i« the general election 
held in August 1991 and the elections to 
the local autlionlies in the eastern pro¬ 
vince and Vavuiiis .1 Urban Council held 
on March 1.1994, Imind that the UNP had 
rigged the polls :n tlic general election to 
help the EPDP win quite a tew scats in 
the Jallna clectoi.il destnet so as lo help 
It torm the government 


Considering the blatantly political 
nature of presidential commissions in Sri 
Lanka are need nol give much credence 
to their reports Moreover, the Interna¬ 
tional Ob.servcr Gioup had noted the 
extraordinary situation that ptevailed in 
the peninsula hut did not mention any 
ngging of the polls Still, the tact icmains 
that the UNP must have insisted on the 
elections knowing well that many liPDP 
MPs would be returned how.socvci ndicu- 
lously low the voter turnout might be Hie 
EPDP leader Douglas Devananda was 
close to Premadasa and. alter his death, 
to Rami Wickiemcsinghe The result 
showed that although the EPDP got only 
I0,(XX) votes It was able to win nine .seals 
in tlie parliamcni Similaily, the PLOTE 
with 25,CKK) voles got three seats in Vanni 
(Ironically, both thc.se parties .trc now 
supporting the PA) 

Obviously ilicsc results did nol reflect 
the political opinion in the noithcrii prov¬ 
ince nor could Ihe l‘)94 election lx* taken 
as the return ot democratu politics It 
was, thereloie. wise on the pari oi the 
Kumaiatunga government to decide to 
hold local elections in Jallna, Ihc idea, 
howevei, did’nol find support either with 
Ihe opposition UNP oi the mu|i>iity of the 
Tamil parties The UNP accused the 
govcrnmcnl of trying “to gam political 
mileage hy this charade” as laftna and 
parts ol Kihnochchi were not yet ready 
lor elections. 

The response of the TULF was vague 
It felt that Ihc .siiualion was not condu¬ 
cive for Ihe election but il Ihe govern¬ 
ment was adamant Ihc party seemed wil¬ 
ling to let onsulci its piemises The hPRU 
W.IS moie eonccnied .ihout the safely ol 
l,5(X) odd candidates who were lo he in 
tray The THLO was oi the view that 
electoral rolls had not hoeii updated tor 
moic than 10 years and m that situa ion 
the election was going lo be a laice. flic 
only I'amil parlies which seemed to 
weleoinc tlie idea were the F.PDP and the 
PI,DTI-. 

On laiiuary 29, 199<<. the election to 17 
kx'al authoniies in Ihe Jallna peninsula 
was held. 15 yeais aflei 19X3 Ihe battle 
was tor 214 .seats Neither the PA nor the 
UNP participated 'lliere were only live 
Tamil parties, namely, the TULF, EPDP, 
PLOTF, EPRLF. and lELO. in the con¬ 
test The TULF contested lor only two 
local authorities, namely, the Jaffna 
Municipal Council and the Valigainam 
North Pradeshiya Sahha The remaining 
lour parties filed nominations tor all the 
17 councils 
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As the day of the election neared the 
walls of Jaffna and its suburbs were 
plastered with posters with EPDP takifig 
the lead The TXILF assumed a very low 
pronie All the four militant-turned demo¬ 
cratic parties while campaigning against 
one another found in the TITLF their 
common enemy particularly on the issue 
of the merger o( northern and eastern 
provinces The told their electorates that 
while they all were tor the merger it was 
the TIILF which had diluted the demand 
by agiccing to the formation of the south¬ 
east legion for the Muslims and to the 
excising ol the Ampara electorate trom the 
eastern province and annexing it to IWa 
province 

Considering the uncertain situation the 
voter turnout was rather satisfactory 
Technically speaking, of 5,71,486 persons 
on the electoral roll, only 1,06.464 or 18 
per cent, cast their voles If the valid votes 
alone are considered the percentage would 
fall to 16 But this was misleading As the 
penimsula had witnessed large scale evacu¬ 
ation, particular!) duimg the Jaffna exo¬ 
dus of Novpmbi'r l‘J‘l5, the cstimaied 
number ol voters was bclwcen 2,-^5,0(K> 
and 2,50.(XX) It so, the volet turnout was 
about 40 pel cent The turnout in the Jal Ina 
Municipal Area was as higl*. as 50 per cent 


Throughout the electioneering them was 
the ferocious shadow of the LTTE. It was 
on account ol this that the 422 polling 
booths in the peninsula had to be clustered 
into only 114 booths. 

The re.sults were as follows. The EPDP 
won 105 .scats by getting 38,719 votes 
The PLOTE polled 25,576 votes and got 
62 seals The EPRLF with 13,141 votes 
won 26 .scats The TELO got 7,036 votes 
and IX scats This tally was for the fout 
paities that conte,sted all the 17 councils 
The Tl.'Ll' that contested only iwo coun¬ 
cils polled 6,361 votes and got 20 scats 
The two independent groups that con¬ 
tested two councils got 919 voles .ind 
ihrei si*ats Considering the fact that the 
TULF did not canvass at all lor its can- 
ilid.ites and ycl did so well in the iwo 
places that it contested one may aigue that 
hail It conlesled all the .seats it could have 
leceived a gixid popular response 

LTI'C Amviiits 

In spilt, ol these positive indications, 
LTI'i- Molenic conlinucd unabaled in 
1908 l .isi v«us the attack on DalaJa 
Mahgawa (Temple ol IhcTooth) ai Kandy, 
(he most voneiutcd Buddhist slmne and 
symbol o! Kandyan glory It was laiuiary 
25, jiisi toui d.iys before the Jaffna loca' 


eleetkm. The track bomb that was used 
brought down the roof of the temple, 
damaged many structures, killed 16 people 
and wounded25.Then, on May 17,Sarojini 
Yogeswaran, the mayor of Jaffna, was 
a.ssassinated She was the widow of 
TULF member Vettivel Yogeswaran"' 
who leli victim to the LTTE as.sassins’ 
bullets when the TULF leader Appapillai 
Amrithalingain was killed along wiA his 
as.soeiatesonJuly 13,1989 in his Colombo 
home On September II. the LTTE 
mineblast killed Sarojtni Yoge.swaran’.s 
sucee.ssor Ponnuthurai Sivapalan, also ol 
the TULF On Deccmhci 26 the LITEi 
Killed Jaffna di.stnct secretary of TULF. 

P Malliimugaraja, near the Nallui 
Kandasanii temple in Jaffna Ail th^.A." 
incidents exposed the fragile security 
situation in Jafina, indeed to the propa¬ 
ganda advantage of the Ll'IE, allhmigh 
no one c,m be sure who weic behind the 
incidents, more particularly the individual 
killings in which bombs were not used 
It was against thir background, what 
e vc'I could gtithcrand teel was that [Myopic 
m general were weary ol continuous strilc, 
(or ;iio>e than a decade and longed f>/: 
leiurn to noiinalcy The presem army rule 
IS d'.imilciy noi the most desirable allci- 
nati v.' (o turmoil hut at least as a transitciry 
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phase il was a good stopgap arrangement. 
In any case the human face of the present 
army rule is noticeable through people's 
interactions with the personnel on duty 
People I talked to openly confc.sscd that 
compared to the Sn I^nkan army presence 
I in 1986 and the IPKP in 1987-90 the 
present experience was visibly different. 
On inquiry with the anny 1 found that 
many of the army personnel are being 
intniduccd to some elementary spoken 
knowledge of Tamil so that there is some 
communication between the ItKals and 
the army, especially those on patrol duty 
The general ofticci commanding (GOC) 
IS in touch with the local administration 
and regularly meois ihe chairman ul the 
elected local aulhoiiiics 1 had the ■ hance 
of being pre.scnt at one such mcctiii" as 
It was III progic.ss when I visited the (i(X ’ s 
office. 

'Flic inatteis that weic discus.sal in the 
meeting lonccmed the gcncial law and 
Older situation, issuance of identity cards 
lo people, the iccovciy ol unauthonsed 
wcaiains tioni political activists, leslora 
lion ol telephone connect ions, and so on 
huideniallv. the chairman ol each IrH'al 
council is entitled lo catiy a revolver with 
him loi Ills sccuiily The party leaders in 
the meeting wen.' lequosled to advise tliuii 
cadics to surrciulei then weapons oi else 
the mihl%uy would have lo u.sc loice to 
Ciisurc compliance The meeting was 
conducted in hnghsh and Tamil with 
nccessaiy mlcrpieialion to make the dis¬ 
cussion intelligible lo all. At the end ol 
tiK* meeting one ol the HPDP Piadcshiya 
Sabha iiK'inhets moved a vote of thanks 
III Sinhal.' When I coiigiatulaled him lot 
Ills apparently good command ol Sinhala 
he proudly said that most ol the HPDP 
inembers were able to speak Sinhala I do 
not know what me.ssage he was driving 
home. (1 was told by one of the people 
that at one point of time the I.TT^ had 
insisted that all non-'I'amil words, even 
Sanskrit, should be avoided in all sign 
boaids and such things But as they were 
politely reminded that even the name 
Prahhakatan hod San.sknt oiigin they did 
not go too lar on that demanrj) 

The person with whom I interacted 
most attei the meeting was the chairman 
ol the rilLFcontiolledValigamamNorth 
Pradcshiya Sabha, Snhiiaskaran. He was 
.still nostalgic about his Calcutta student 
days and told that he had not forgotten his 
Bengali I thought it prudent not to te.st 
his knowledge It goes to his credit that 
in spile of all Ihe tuimoil that the region 
had undergone all these years he did not 


leave the place. Probably that is the reason 
that he commanded respect from all the 
participants in the meeting and most 
noticeably ol the GOC. Just to extract 
his views on the devolution package I 
piovoked him hy saying that the TIILF 
was going too much into the'legal nitty- 
gritty of package His reply was that the 
TULF bus.scs always were cither in 
Colombo or India They never bothered 
to come la Jaffna and have a feet of the 
situation Incidentally, he has received an 
anonymous letter threatening lo kill him 
but did not .seem lo he too perturbed hy 
that Accntding to him no one knows who 
had killed the two Jaffna mayors All kinds 
ol gun-wietding hoys were operative in 
the area and it could be the handiwork ul 
anybody, he explained 1 think he had a 
point Between the lines liis argument was 
that most oi the small groups have no 
following among the masses except in 
.some pockets ot inilucncc. 

The problem ot Jaffna at the moment 
IS that ot development and reconstruction 
ITie amount ol piopcity and job lo.ss that 
the sirite has caused has shattered the 
economy Whutevei surplus produce that 
the revived agiiculturc is generating in 
terms ot vegetables and iruit. especially 
bananas, arc nol linding an outlet into tim 
widei Sn I ankan market on account of 
the total dislocation ol tran.Hportation and 
commiinicalion The same is true with 
tisheries, pailiculaily with shrimps. As 
a icsull some ol theve items aic sold 
ahnomialiy cheap in the Icx'al market 
while the leniaining items which have 
to be tiansported into the peninsula are 
sold at high paces The common man is 
finding It diflicult to cope with such high 
prices 

Tlic streets are badly in need of repair 
The only saving giace is that then* is .so 
less vehicular trail ic Mostly people use 
bikes and they aic seen in large number. 
Public tiansport has been re.siured At the 
moment there are 80 buses and 1 was told 
that 40 more wcie being added sexin to 
the t lect. F.leetriciiy has al.so been rc.storcd 
and since tlx; picvious month it is avail¬ 
able 24 hours Lather when there was no 
electricity lor years some ol the more 
enicrpnsing people used their generators 
with an impnivisL'd luci by mixing diesel 
or kemsene with vegetable oils It indeed 
was ingenious 

Education has bivn relatively less al- 
Iccted dunng this pci lod of .strife, although 
many schixil buildings were damaged in 
cross-fire between the security foices and 
the LTTF.. .Somctiirics they also came 


directly under the artillery fire as they 
were suspected t«» be the hideouts of the 
Tigcis The latter also bombed many of 
them loi tactical reasons One such school 
that had once 2.000 children on the mil 
now stands totally damaged and aban¬ 
doned in the high sccuiity /one on the 
way to the Palaly air lorcc base This 
school IS now functioning from a hired 
building much smaller the original one 
and with only 870 students on the roll 
According to its principal the number is 
increasing as people arc still reluming to 
the town from theii exile alter the 'Jaffna 
exodus* of November 1995. He is hopeful 
that .some day the schcxtl would shift to 
Its original complex and he himself 
would get hack his home and agricul¬ 
tural land in its neighhourhocxl which he 
has lost He is now slaying in a rented, 
house 

TTie University ol Jatina looks to be in 
goixi shape. A big library building is in 
the process of construction The vice 
chancellor proudly guided me through il 
He, however, lamented that the progrcs.s 
was tiK) slow on account of the non 
avaiiabihly of building matenals in the 
l(K-al market Even such small items as 
.string and steel wire required tor concrete 
frames arc not in sufficient supply. He 
emphasised the need for academic col¬ 
laboration between his university and 
some organisations like the Indian 
Council tor Agncultural Research (ICAR) 
and the Indian C'ouncil of Social Science 
Research (ICSSR) in the fields ot manne 
biology and scK;io-cconomit life ol the 
fisheiioik on both sides ul the Paik straits 

One inipn'ssion I developed Ihiotigh my 
various interactions with people, although 
I may he wrong in regaid to this was that 
the Tamil political leaders based mostly 
in Colombo an* seen to lx* texi distant from 
the Jaflna realities One rctited schcxil 
principal was ruthlessly iorthnghl His 
argument was that given the pr(K:c.ss of 
piivatisation and liberalisation ot the 
economy the state sivtor would increas¬ 
ingly lose Its glamour as the major em¬ 
ployer and Its place would be taken ovci 
by Ihe piivatc sector In the ciaiimslances 
he regarded the concentration ol so much 
energy on Tamil and Sinhalese as the 
ollicial languages as .sell-defcaling What 
IS really itnpoitani toi Jaflna sludenis, 
he jigued. IS to prepare thenuselves for 
thi' challenges of the 21st century with a 
sixind knowledge ot English and greater 
compeicnee in technical education. Fur 
that what Jaflna needs is the establish- 
nx'nt ot technical and computer training 
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institutions. If this is not done then the 
Jaffna youth would have no option other 
than migrating to thr west or going to 
Colombo and Peradcniya with the funher 
sliding ot Jaffna to status of a back¬ 
water of Sn Lanka. (Frobably. the advice 
IS valid for many othet pans of the island 
as well) 

As for political opinion. I found that 
pre.sident Chandrika Kumaratuiiga’s 
stuck with the people remains high as 
someone genuinely committed to a reso¬ 
lution of the island’s ethnic problem. But 
they arc not sure of the same about other 
leaders within the People's Alliance, let 
alone the UNP. One may note that this is 
so in .spite of the fact that a fierce battle 
with the LTTE is on and the latter con¬ 
siders her as the worst Sinhala chauvin¬ 
istic leader so far produced and remcm- 
benng also that Chandrika Kumaratunga 
considers that there is no point talking to 
the Tigers and only a military confront¬ 
ation can decide the outcome of the con¬ 
flict. 

On the que.stioii of merger of the north¬ 
ern and ca.slcni provinces opinion sc*cni.s 
I'l be divided It is the considered view 
of the pre.sent authoi that so long as the 
Tamils ask foi the ineiger of the two 
provinces the Sinhale.se opinion will stand 
like a monolith against devolution and it 
would never be acceptable to the majority 
I openly cxprc.s.scd my views to the people 
in this regard 1 think that those who aic 
politically conscious belong to the Tamil 
Homeland’ school while the others arc wil¬ 
ling to make conce.ssions on this demand. 
The fact is that there is a segment of opinion, 
small no doubt, and lun vciy aniculaie. 
willing to compromise on this issue hut 
that segment is not at all represented m 
the Tamil opinion expressed through 
political parties. It is lor Kumaratunga to 
consider whether she c an establish direct 
communication with the Tamil masses 
over the heads of Tamil parties on this 
(Hiiiit Of couisc she would have to care¬ 
fully watch for its lepeicussions on the 
.Sinhalese mas.ses and before making 
any overture to the Tann Is she would have 
to enlist tiic support of the .Sinhalese 
opinion makers which she has not done 
while announcing hci devolution pack¬ 
age The result of this default is clearly 
visible 

In conclusion I would make .some broad 
points Tliese points arc essentially im¬ 
pressionistic but .still can he of some value 
to all Concerned The first most important 
IS that all IS not lost so far as Jaffna and 
the Jattna penm.sula are concerned. With 


the nght kind of policy and development 
mix thr pre-l9S6 situation could be re¬ 
stored TTic Jaffna Plan that the govern¬ 
ment has initiated for the reconstruction 
ol Jafliia’s shattered economy is in the 
right direction hut more is required in the 
political domain. Ethnic minonty views 
should not necessarily he ventilated 
through ethnic parties alone National 
pan les like the IINP and the SLFP should 
also have their minority ceils to compete 
eflectivcly with the ethnic parties It is 
not enough to have only members Imm 
those communities. This is not difficult 
Minorities do not always vote forlhc ethnic 
panics and often they know then interests 
quite well. Karu Jayasunya of the UNP 
has shown that by winning the ('olomho 
mayoral scat Ijirgc chunks of his votes 
have come from the Tamil and Muslim 
conimumtics It is necessary that the same 
experience is replicated m north.*in and 
eastern provinces. At lea.st that should 
he the ambition of the national parties If 
they shy away this ambition they have 
no business to calf themselves national 
parties 

M> .second point is m respect oi the 
India lai tor It is common knowlctlgc that 
ail Tamils look to India m their moments 
of dcspaii. Even otherwise India liguics 
very prominently in then reckoning not 
only on account of the Tamil Nadu iactor 
Probably tlic same is tnie with the Sinhalese 
as well Thelatlcrhavcaluve-haterclation 
ship with India They seldom miss an 
uppoituiiity to mention parttculatly to a 
pcLson coming from north India that Ihc 
Sinhalese hail from parts ol noithein 
India Himli movies and .songs arc popu¬ 
lar with the Sinhalese. There is even a 
growing tk'sirc to learn Hindi. Ttie iccently 
established Indian Cultural C'entie at 
Colombo has introduced a Hindi language 
course with 2(K) scats The number of 
applicants is already more than foui times 
the capacity Interestingly all applicants 
are Sinhalese 

At some level, therefore, Sri I.anka is 
thr microcosm ol the noith-south divide 
of India although the geography has or¬ 
dained t the other way round But despite 
that, and many other divide.s, India is one 
As such. Sri l^nka also docs not have any 
particulai reason to worry. What is, how¬ 
ever, nevded IS to create an atmosphere 
for the Tamils of Sri lamka in which their 
Sn Lankan identity would bloom One 
Jaffna Tamil pul it succinctly He asked- 
“Does a Swiss Clerman cvei want to merge 
his identity with hts German coiintcrpoit 
in Germany in spite of every thing being 


the same? Sri Lanka Tamils are and will 
remain Sri Lanka Tamils whatever might 
their cultural links be with the TamilNadu 
Tamils.’’ It IS for the Sri Lankan state to 
build on this mood. 

Dunng my stay in Jaffna I realised that 
Indian TV (Dcxridarshan) programmc.s 
broadcast from Chennai are the most 
popular with the locals This is not only 
because of the variety entertainment it 
provides but also for the better quality of 
reception As a result they hardly watch 
the Rupavahini which anyway is heavily 
loaded in favour of Sinhala programmes. 
This IS to my mind pregnant with unde¬ 
sirable consequences in two ways. Firstly, 
It comes in the way of bolstering their 
consciousnass as Sn Lanka Tamils, and 
.secondly, prevents local talent from com¬ 
ing up I recall that in the late 60s wlicn 
TV was |ust introduced in India it had a 
limited number of TV stations, only in the 
metropolitan towns like Delhi. Bombay, 
Calcutta and Madras. At much the same 
time Pakistan also had intrtiduced TV and 
It had a mote powerful transmission As 
a result in Amrit.sar (in Indian Puii|ah 
bordering Pakistan’s Puniah) most of the 
people had purcha.sed TV sei.s to watch 
Pakistani programmes Tocountei this so- 
called cultural invasion India had to give 
Aninlsar a TV station King beloic other 
sinulai towns could get one 1 do not say 
that the people ol Amnlsar stop|ied watch 
iiig the Pakistani programmes but at least 
they had the Indian choice as well avail¬ 
able to them The Sri Lankan governniciit 
may consider the suggestion ot ha'-ing a 
second channel in I'amit in which .some 
of Its popular scnals dubbed in Tamil can 
be shown Nation-building is a tortuous 
pnicess and every nut and holt becomes 
indispensable ^ 

One last point It .seems that the .Sri 
l.ankun army is incieasmgly becoming a 
professional force and not just an ethnic 
brigade as was the case previously. It is 
time now to consider wheihei its reciuit- 
inenl base can he widened to entol Tamil 
also Tins can also take care of the gun 
culture that the Tamil youth ha.s been 
so used to tor years Part of the ethnic 
.suspicion between the Sinhalese and 
Tamil has its origin in mutual unfamil- 
iarily and the more the war drags on that 
IS likely to increase But those Jaffna Tamils 
who are now .studying in Colombo or 
Peradcniya are finding that the Sinhalese 
arc not that bad as they had been told. The 
camaiadcne (hat is prevalent in army life 
can be an even more rewarding experience^ 
for both the communities. It is probably • 
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premature to think in tenns of raising a 
Tamil regiment at this moment but at 
an appropriate time even that can be con¬ 
sider^ 

Notes 

'Jl^l On January 21, 1999, the government ot Sn 
Lanka granted clearance for ‘Helitour’, a 
subsidiary of the Sn Lanka Air Force to operate 
civil flighLs between Ratmoiana and Jaffna 
The passengers would be requited to submit 
their applications to the ministry of defence 
through their respective police stations The 
hkmd. Colombo. January 22, 1999 
2 It may be relevant heic to mention that the 
ICRC's role in Sn Lanka is somewhat 
controversial It is often accused in the Sinhala 
press ot partiality towards the LTTE A leading 
scholar bhikku and Kelaniya University 


Chancellor Ven Walpola Rahula said stem 
the ICRC “This organisation here is a total 
fraud It IS supporting the separatist tenonsis 
in the north I have documents to substantiate 
it” Nira Wicknimasinghe, 'Humanitanan 
Relief Organisations and Challenges to 
Sovereignty The Case eX Sfi Lanka'. RCSS 
Policy Studies I. Regional Centre for Strategic 
Studies, Colombo, July 1997. p 42 
3 It IS difficult to say what exMtIy is the 
population of Jaffna town now In 1977, the 
population of Jaifna district was4,63,906which 
should have been 9.74,000 bad there been 
normalcy all along .See Government of Sn 
Lanka. Resettlement and Rehabilitation 
Authonty ot the North, ‘The Dawn of a New 
Era ProgramnieFiaiiicwork for Resettlement. 
Rehabilitation, Rcionstruction and Develop¬ 
ment. Jaftiu Peninsula' (Jc^ut Plan), July 
1998. p IS 


South Africa: Change and Continuity 


Kamaroupi 


The new South African government under Thaho Ml>eki inherits a 
better administrative structure, with new laws and innovations in 


plate. Mandela's reconciliation and Mheki’s Afncanisation are two 
^sides of the same com. The contra.’it drawn between the two is 


pointless. 


AS ixps'cled, the African National Con- 
Rix'ss (ANC) lias won an overwhelming 
victory 111 South Afina's second general 
elections held on June 2 It has secured 
266 ol the 4(M) seats in the national as¬ 
sembly, and also won a clear majonly in 
seven of the nine pn>vinces It has aKso 
won 18 of the 42 scats in the Western Cape 


Party. Commentators have noted that in 
both the substance and the style ol its 
campaign, the DP outdid the truculence 
and triumphalism of the old Nats. Its 
call (0 'Fight Back' has simply been seen 

- and not na'iely by the black population 

- d.s a call to ‘fight blacks’, though the 


DP maintained that its call was for a fight 
again.st crime and comtption and in¬ 
efficiency 

As against this triumph ot the DP is the 
miserable petformance of the NNP, the 
biggest loser in the elections. From the 82 
.scats It held in 1994, its share this time 
was just 28 Quite simply, its effotu to 
reinvent itself as the New National simply 
did not succeed. It trails behind the ANC 
in Western Cape, the only pmvinee it 
controlled; and is at present trying to cut 
a deal with the DP. The two parties were 
bitter rivals during the campaign fw a 
share of the same constituency. However, 
even, as seems likely, an NNP-DP alli¬ 
ance, with possibly the one member Afncan 
Christian Democratic Party throwing its 
lot with the two, were to as.sume ofTice, 
the Situation in the province will remain 
inherently unstable Any .such deal will' 
also be seen as a delilxirate exclusion, 
indeed rejection, of the .support base of the 
ANC - predominantly the African ma.sse.s 
in the neglected townships, a world quite 
diftcrent fiom the supercilious euni- 
centncism of the more pro.sperous areas 
of the pcninjmla. Indeed, the results in 
Western Cape, in particular the voting m 
the Cape Peninsula, reaffirm what is a 
matter of gut knowledge to those who live 
here - that the city and the province 
continue to be the most racially divided, 
comprising several worlds. Given this 
reality, excluding the ANC and its con¬ 
stituency trom the government is hound 
to have prof ound consequences not merely 


(one more than the New National Party) 
while in Kwa7ailu-Natal it has won .32 
.scats as agaiast the 34 won hy the Inkalha 
Fieedom Party, in a house ot 80 (Table), 
fhcrc had been no doubt ot the clear 
victory won hy the ANC with even the 
opposition parties fighling essentially for 
the .second and .subscc|ucnt slots, conced¬ 
ing It long before the campaign began 
Several other features ol tl» re.sults de¬ 
serve to be noted. 

First, the emergence of the Democratic 
Party (DP) as the second largest party in 
the national a.ssembly replacing the New 
National Party (NNP) It is the only party, 
apart from the ANC of course, which 
has some rcprescntaiion in all the nine 
provinces. However, Us share of 38 seats 
m a house of 400 should put this victoty 
m iLs perspective Indeed, none of the 
opposition has even secured 10 per ce.nt 
of the votes. The DP now replaces, not 
I merely in numbers and its spread but 
also in Its ideoingv, the old National 


Tvaiii PosmoN ot- .Soiini Aixkan Pariiss by Regions 
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Ntiux EC Eastern Cape. PS. Free State, GTG Gauteng, K2N Kwa/ulu Nald, 

MPG Mpomakinga, NC Northeni Cape, NP Northern Province, flW North-west, 

WC Western Cape 

ANC. African National Congress. DP Democratic Parly, IFP Inkalha Freedom Party, 
NNP New Natiiinal Party, UDM United Detnnuutic Movement, 

ACDP African Christian Democratic Party. FF I'rcrdom Front, 

PAC Pan Atiicanist Congress of Arania, UCD" tiiiited Chnsiian Democratic. Party, 
PA federal Alliance, MF Minonty Front. AEB Afrikaner Fa;nheid.<iRei^ging. AZAPO 
Aranian People's Organisation 
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iDi tlv: icgii>n but nationally as well - not 
K> speak ot the impact it will have on the 
party wIkisc leaders in the legionare known 
to be divided on llic issue. 

'I he situation in KwaZulu-Natal, where 
tixi llieie has to be a coalition, is however 
mine pioniismg Both the AN(' and the 
IM‘ which have been woiking together 
leasonably well in the constitutionally 
niandaied coalition during the lust live 
ycais aie likely to lorge similai links - this 
time ot their own volition This i.s a pros¬ 
pect which IS resented only by that small 
section ol NCiDs and prolcssional 'peace 
moiiitois', mostly white, who would lose 
intei national lunding and he out ol a job 
il peace leally pievails in the pnistnce 
The rc'seniment that the pnifxisal. indeed 
a iiieie suggeslion. that a mec hanisni must 
he cieateci to enable those stiuctuics and 
organisations lying outside the ambit 
should be coveted bv the anuu'sty pto- 
visions IS a pointei in tins regard 

How will the govcininent under'lliaho 
Mlieki laie’ Almost all commentatois in 
the country have diawii iiniavourable 
taimparisons, eseii heioie the maui h<is 
assumed ollice. between the new di.speri 
sation and the Inst denuKiatic goseiii 
inent Inthis|ieispeeiive, Nelson Mandela, 
now that he is out ol ollice is suic to be 
even mine beatified than eailiei He was 
the Gteai Kei oneihaior, the universally 
licloved icon Only those who lack ev<»n 
the most .ii|ieilicial jc'tttiaiiilance with 
thehi.stoiy and peisonalily ol Nelson 
Mandela can believe this persona ol an 
avtincalai geiitleinan fond c l babies .ind 
making conspicuous ge.sttires ol liiendli 
ness to the loiinei oppie.sso'-s ol die 
ma|oiity in the couiitiv Nelson Mandela 
IS a lar inoie inic'icsimg and coinples 
peisonality 

leaving any a .sessmenl ol Mandela (o 
histoiy. whal kindol a man and leader will 
Thabo Mhc’ki he’’I ikeotliei leadcisol the 
ANt’ he loo IS a complex peison. his 
pc'isonalil.t sha|X'd as much by his pei- 
sonal inlu'i fiance - both his paienls are 
intensely political with an ANi -.SACP 
h.ickgiinind ashy the longyeaisol exile*, 
the tutelage undei ('Hivei rumho and the 
membership, now lapsed ot the .Smith 
Afiican C'omniuiiist F'ariy As his lelhei 
< lovan Mtieki once iioietl, and as anv c lose 
study ut his writings and speeches indi 
catc. tliose habits ot thinking and making 
coiinetlions have endured in Thaho 
Mbc'ki a iini(|ue inlelle> tual and political 
thumbpriiu 

How will (he goveinnieni nndei 'Hiabo 
Mbeki tail- ’ In this c mp.'spondent’s |udg- 


mcni. lather better than in the last five 
years Thalvr'Mbcki begins with a huge 
advantage - unlike Nelson Mandela - of 
inheriting a substantially difTcrent admin¬ 
istrative siructuic, with many new laws 
and innovations in place. The achieve¬ 
ment ol the Mandela years wa.s the putting 
in place ol new .structures, and making 
new laws and modifying existing laws 
bcMitiingthedcmocraticdispcnsation This 
was a haul task, resusted evciy inch ol the 
way by the temnanLs of the old regime in 
polities and bu.sinc.ss. 


Above all, the emphasis now will have 
to he on tran.vfonnation - that catch-all 
wind which however is very well under¬ 
stood by thu.se who hunger for change 
'I'hc standard contia.st drawn between 
Mandela as the Great Rcconciliqtur and 
Thabo Mbeki with a nairowei agenda 
of translormation - meaning aggressive 
implementation ol affirmative action, 
'Atncanisation' is really pointless, since 
the two are really two sides of the same 
coin, and one i.s simply not possible 
without the other. 
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PERSPECTIVES 


Reviving Rural Credit 

A Mujumdar 


NotwithsuuuUnfi the « tmimcndahU' inUiatives of the United front 
government in 1996 to revive the rural credit svMeni, it continues to 
languish What is required is a siructural transfoiination linking 
hanLs and < o-opeiative ciedii institutions with if-help groups and 
NCOS 


IT IS an tnmy ol oconuniir hiMury tliAt 
India whieli was .1 pioiitTi in evolving ils 
own biand i>i institulion.il liumewoik tor 
itiral eiedii should loday hiid its entire 
luial I ledii system in a monhiimi stale. 
This holds true loi all the three wings ol 
‘.he iiiial eiedit dehveiy system ■ luial 
hranchesofeoiiimi'a nil banks.i o-opeiall ve 
(reda insiiliitionsand regional ruial banks 
iKRBs) IMuiunular l<)'M. !W IWXal 
Wli.it IS peihaps nioie disiiiibing is that 
^liis deteiioMlion in the status ol the iiiial 
lu-dit svsteni is not by .lilault but hv 
Jesn'ii The neai total iieglei t o' luial 
k ledii bv polu y niakeis during the peiiod 
l‘)‘)| ‘>b IS l.ii'-’elv atliibiituble to the 
adseise enviionnienl cieiied b\ the 
linaiiiiai sei .101 reloitns reloims whieh 
wei epatti I tied >>11 the Washington Ol Rasie 
models, bothot winsh obviously had hitle 
tooltei iiitheaieaol niiuKiedit Reloriiis 
thus srowded oul luial eu'dit Itoiii the 
agenda ol modelnisation ol the linaneia! 
set tor Banking lelorms do not oiilv ineai 
•\TMs. s omputeiisation iieasiiry- 
operations. nedii saids, NRI bi.uMies. 
.iiid peihups dealing iii deiivalivis ilu'v 
also involve leiuling 10 the piodinlive 
sestois, pnotity seUois and small bor 
toweis Developing viable iieJit insti- 
till ions and providing eredit to ihe ruial 
pool within the parameteis ol the b'‘oad 
ob|eilives ol poveily alleviation is a 
well established development poliev 
IMupinidat l‘)%-‘>71 
What liiggeied the deterioiation wie 
perhaps one ol the inainieeoinmemlalions 
ol the {'ominittse on Finaiisial Sysleni 
.November I‘>91 direeted credit was bad 
lor till health ol the banking sy.stem and 
heiis-ethe taigctoi eiedit toi pnoiily set tors 
should be .sealed down drastically trom 40 
fier cent ol net bank ciedit to 10 per cent 
I'ortuiiatcly. this recommendation was not 
accepted and in I act the Reset ve Bank ol 
India <RBI) demonstiuted that even itis 
aiithniciic on which the it^ontmendatioii 
was based was flawed in practise. 


however, (luhlii vstoi banks detaultcd 
inemly on thi piioiity secloi target ol 40 
pel cent ot nei bank credit and also on Ihe 
sub-target o| i ush' to.igiiciillureof IX per 
cenlandRBl winkedalthcsedciaiilts I'he 
share ol piioiity sectoi advances dec liiwd 
lioni neativ 41 pei '.ent in 1990-91 to .17 
pel eeiH m I WS-iio i'hiscl«»iily rellccted 
a c lunge III the mindset ol both Ihe RBI 
and the bankets It's to the credit ol the 
Umied 1-10111 geseMimenl that it stipulated 
III the lime l'>9(t budget, the taigel ol 
doubling the si/e ot lural eiedit in the 
susln-qiieni live veais This levival ol 
goveininent inleiesi in rural credit icsioied 
the share ol puoiiiy sectors la total bank 
ciedit io II tv ts-i cent in Maich lOOK 
However, the sub taiec't ol advances to 
agile iillufeioniiiiuedloremainunattained. 
Ihe actual lev el being at IS 7 pel vent This 
IS Ihe slate ol filial eiedil ai a tune when 
Ihe hanking system is taeing the pioblem 
ol a mountain ot .in uimilated iu|uidity 
iMniunulai l‘»osbi 

In the aiea <>l ni< ilium ai-d long leim 
credit III the inial siMm. the o|)eiatiii>is 
ot the Nal.onal Bank tor Agiiciilluie and 
Ruial CTedil IN.MtARD) were crippled 
hc'c aii.se ol the wiihiliawai since 1992-*>.' 
ol the toncessioiiiil assisiaiiee given by 
RBI thiinich Its I ong-Term Opciatiuiis 
tl TO) l-und On the basis ol these lunds 
NABARI) lelinaiwed. at concessional 
rales ol inleiesl. a number of agiieultuial 
•iiid luial development piO)ec'ts 'riie 
iclensibic- reason foi vvitliiliawal ot I'[() 
I'linds was the , Imunation ol interest 
subsidies llie 1 iind v so saved were di vei led 
tobndgeIhegovnmiient ol India'sbudget 
del icil - an in.siaiu e ol the I mancial seetoi 
reforms divcitini' resources away from 
productive SIc'-'- "'support govemniciit 
consumptioi' Witn 'his mis-guided 
monetary anctc-ii.''i policy and the emer¬ 
gence ot anew bankmgcuIluie[Mu)umd.ii 
MWS] nuriuied bv letorms, which enticed 
even puhbc sci tut b.inkci> to concentrate 
onlhcthic*e('s- ci)rr.iimercrcdil,coriiiiralc' 


elite and capital market lelated activities, 
the creation oi an adversatiul en virunincnt 
for rural ciedit was complete 

As it this was not enough. RRB.S 
complain that there is noi nineh scopi.' lor 
lending to taigel groups, and hence an 
obliging RBI has pcmuUed KR Bs to invest 
in non-targei avenues like .shaies ind 
debenruies ol corporates, and units ol 
mutual lunds and bonds ot public sectot 
undertakings, thus pionioting a neverse 
flow ol fund, horn the rural to the urban 
sector In the cuiicni refunn mama, I wrote 
c'Isc'wheie bitterly, that it would not he 
suninsmg il RRBs weie permittc'cl to deal 
in derivatives 

'Ihe belated inleiest ot RBI in agr- 
eultuiai ciedit is lelleeted in the' 
appointment ol the one-man high level 
committee ol R V Ciiipta in IX-c ember 
1997 l-nloitunalely, the comniillee's 
lepoit sc'cms to he iiintciit with locusiiig 
us atiintion on leliiiement of toims. 
sysienis,|Hciccduies and reporting fonnal'. 
etc. lelatiiig to agiiciiliuial eiedii 
Conteinpoia'iy coic* issues have been 
maiginalised Intetesliiigly enough, 
peihaps in one unguarded moment the 
comniitlce makes the tollowing confes¬ 
sion ' Theeommiliee isconvim edihat tor 
ciop loan-, theie is a suhslanlial iiitiull illed 
demand which is being met by the 
moneyIcihlet or leading to the usage ol 
lower I’lpiiis laiising a loss ot incom, to 
the tainiei in both the siiuauons " l.illle 
does Ihe committee, rc'alise that it is not 
inc'rely a c)i'Cviioii of loss ot iik nine at the 
mu 10 level il Is also ,1 qiuslioiiut oppoi 
lumiies lougoiie in teims ol evpioiliiig 
lull.-' llic eo-atli |iiilc-iili.il .It ihe in,mo 
level Wtui IS ,If lie dis.iopomiing, is (hat 
the soiiimiiiii- lasts itself in the role ol 
an apolopist lot bank. whiih delauiled 
on the in-.iil i.irgel lor .igtiiiiltuie Io 
ipioie ■ The laiget ol IX pei ei nt li ndiiip 
to agiuulUiie was lixe.l at a lime when 

•serve leiiuiieinenis weie as high as (>l 
pel cent niese have piogicssivelv been 
u'lluced over the yeais .mJ an- now ai .^9 
perceni ovei the last live yeais liiabsolutc 
teinis leiiil,ihle resoiiri es b,isedout'lK'«.iivt- 
lesi'ivc lequiiemc-ui increased lioin 
Rs I.I.c.OKOsline 111 1992 loRs.' /O.-sVh 
crorc- III 199(>amiiielbank iii’il't ‘iii ri ascit 
from Rs I.I7.44< uoie to Rs .!.J8 
c'lore in Ihe same peiiod In other winds 
siiKi* the base on which Ihi laigel ol IX 
|H-i I er* IS I all ulateil iloiibled icipiiiing 
banks III V oiiioiiiiiaiKly ilouhle it.eir 
linding Io agileiilliire, (o even mamlain 
ihe same sliaic, 1 e, 11> pei cent m i oiidiin ms 
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where agricultural production itself 
was growing at 2.1 per cent per annum. 
Although agricultural lending of public 
sector banks increased from Rs 15.857 
crore in 1991 to Rs 26.357 crore in 1996, 
the share of such advances to net bank 
credit actually declined from IS per cent 
in 1991 to 14.3 per cent in 1996.” What 
a poor defence of default! The very 
rationale of fixing the target in percentage 
terms, and not in absojyte amounts, is 
posited on the assumption of an ever- 
expanding base. Secondly, going by the 
committee's own confession, perhaps 
agricultural growth would have been higher 
than 2.1 per cent, it the credit flow to 
agnculture was laiget than what it was 
The development perspective is. alas, 
missing from the main recommendations 
of the committee. 

Tlieie IS no rcicrcnce to the macro¬ 
economic compulsions of ensunng a high 
agricultural growth in the present context 
of attaining a sustained growth of 7 per 
centmGDP Takingthcbroadcrparameters 
of rural credit, there is the new dimension 
of supporting the hi-tuch segments in the 
rural sector whii,h are assuming increasing 
importance in recent years flonculture, 
aquaculture, tissue cultuic, mushroom 
cultivaoon, green house laiming, exploi¬ 
tation of wind energy, and .so on Again, 
decentralisation ot development admini¬ 
stration ha.s several implications tor public 
sectorbaiiks Ririnstance. in Kerala4U per 
cent of the state's annual plan outlay is 
handled by panchayat lai institutions I'o 
what extent have public sector banks tuned 
their operations with a view to supporting 
bankable pnijccts managed by panchayat 
raj institutions'’ These are the coic 
contemporary issues which need to he 
addressed in any meaningful formulation 
ot rural credit policy 

M A<'K< )- E( 'ONOMII f'»IMI’ULSU )N.S 

In the euphoria about globalisation and 
liberalisation of the Indian economy, 
concern about rural ciedit is virtually being 
dismissed as an obssession ol the 
egalitarian romantics This attitude needs 
to be conccicd. Macro-economic com- 
pu Isions diclalh that priority .sectors would 
continue to remain, in the mcdium-lerm. 
the bread and butter, both literally and 
liguratively, of Indian economic gmwih 
Since pnonty .sectois are cntical to high 
and sustained gniwth ol GDP, it should 
he the business of public sector hanks to 
extend adequate .upporl to these sectors 
irrespective of whether there aic directed 
.credit targets or not Our complacency 
abrait lood security or .seU-.sufficiency is 
misplaced. The Economu Survey /c»95-96 


boasted that rice and wheat were emerging 
as “major export products” and about “the 
use of suiplus foodgrains”. Ironically 
enough before the year 1996 was out, we 
were compelled to import, on an emeigency 
ha.sts, two million tonnes of wheat Even 
the logistics of importing such a large 
quantity in a short span were formidable 
A recent publication of the International 
Rice Research Institute has warned about 
an impending rice crisis, particularly lor 
larger countries such as India, China and 
Indonesia, which may be even unable to 
inipoitnce, inadequate quantities, because 
of the small world rice market [Pingah et 
al 19971. Adequate credit support to pnonty 
sectors, to agncultuip in particular .should 
therefore continue to occupy a pre-eminent 
position on the agenda of public .sectoi 
banks 

Commercial banks are but one wing ol 
the rural credit structure contnhutiiig about 
41) pci cent ol total institutional credit lo 
rural sector. The other two wings arc co- 
opeialive Tinancial institutions and KRRs 
ac I ounting for about 55 |)er cent and 5 pci 
cent ol total niral credit. The .state ot the 
health ol the.se institutions is no better than 
that ot rural branches of commercial hanks 
These two institutions suffer from laige 
loan defaults and a virtual eiosion ol 
repayment clhics This has hampeted 
recyiling of resources and affected 


adversely the very viability of institutions. 
The overdues constituted 33 per cent of 
demand Again,ofthetotal90,'783primaiy 
agncultural credit societies (PACs), only 
about 60 per cent were viable overdues 
consututed about 38 per cent In the case 
of RRBs a majority of the total 196 were' 
deemed non-viable When these insti- 
tutioas are in a shambles one would have 
thought that overhauling the system would 
claim top pnority. On the contraiy, the 
mainstream financial sectorrcforms hardly 
touch them. Reconstituting .50 or so RRBs 
orstgmngofMcmorandaof Understanding 
(MoUs) with some co-operative insti¬ 
tutions, can, at best, be regarded as an 
apology fur concerned action. What is 
needed is lateral leaps ol crcati ve thinking. 

Availability of rc.sources is not a con¬ 
straint on lending to the rural sector 
Elsewhere 1 have shown that so lar as 
commercial banks are Lonecined. a 
mountain of liquidity coexists with iaige 
unsatisfied demand hit credit (Mujumdar 
1998h| The crcdit-depo.sit ratio of banks 
has been hovering below 50 percent during 
ihc last couple of years The bulk ol excess 
liquidity IS being invesled in goveinment 
.secunties - another instance ot retoims 
icsulting in banking sectin’s resources 
being weaned away troin productive 
seitois to support eoveiiinieni con¬ 
sumption. Such excess liquidity is 
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:$timated to be around Rs 65,000 crofe 
it present. Secondly, turning to the 
levelopment bank of agriculture, 
WABAl^, the record ot utilisation of 
-esouices is dismal. It may he recalled that 
I Rural Infrastructural Development Fund 
’KIDF) with a corpus ot Rs 2,000 crorc 
jvas constituted at N AB ARD in April 199S 
or giving loans u> state governments and 
>tate-owned corporations for quick 
:onipletinii of ongoing projects relating to 
nedium and minor irrigation, .soil 
:on.servation. watershed management and 
>ther forms oi ruiai infiastructure 
fiuhsequenlly, this fund was tcpicnished 
iy adding Rs 2,.5(X) croa* each year in 
l9%-97and 1997-98, and funhei Rs1,{HX) 
.roie m 1998-99 What is the recf>rd of 
jtiiisation of these i unds’ Actual uti li sation 
jvas lowei than 50 per cent in 1996-97, 
n 1997-98 even luwci at only 10 per cent 
I'ould ilierc he a lietter example ol lack 
if governance on the part ol the tinancial 
Institutions'' 

In tact this aspect ol investment in 
igni ultum has a much broadcrdimcnsion 
I’ubln. investment asa whole inagnculturc 
k'C lined steadily in the 1980s. I'hc value 
i| gloss capital formation in agnculturc 
ill the public secloi, .u 1980-81 prices, 
.Icclincd lioiii Rs 1.892 trore in 1980-81 
;o Rs 1,162 crorc in 1990-91 The share 
.if agiiculuire in lotai public investment 
Jcv lined sieudiiy lioni 15 1 per cent in 
1980- 81 to 6 per cent in 1992-931 Dhawan 
1998) 'fhis trend is m sharp (ontiasi to 
the rising Irentl lecorded dunng the two 
piec ediiig decades Since, in agriculture, 
piivate investment is led by and is com¬ 
plementary to public investment, total 
investmc'it in agiicullnre had also tended 
lo decline 

Basically, any solution lo arc ive the 
moribund rural crc'dit delivery sy.stem must 
first tackle the roots ol the twin pioblems 
I ac Ing t he system, namely, high ti ansaction 
costs and poor repayment pertoimancc. It 
IS here (hat innovative approaches to 
re|uvenate the system arc called tor 

Linking ol sell-hclp groups (SHGs) and 
iion-govcrnmcnt organisation (NGOs) 
IS one such innovative imxiality which 
seems to* merit scnoiis consideration 
Such linkages have helped reduce ttans- 
action costs and also have ensured 
decidc'diy better repaj ment performance 
NABARD’s ‘Linkage Programme ot .Self- 
Help Gniups with Banks' has proved to 
he a successful model, though on a nHH]e.st 
%calc hy the end of Match 1998, 14.000 
•SlIGs have been linked with banks, with 
hank credit of the order of Rs 24 crorc, 
and NABARD rcrinance of Rs 2.3 crore 
The repayment ot the loans {Sheukand 


1998] benh at the SHG and baidc levels 
has been almo.st 100 per cent. There are 
other models which could be adapted to 
Indian conditions like the Bangladesh 
Gramcen Bank mtxiel, or the Bangladesh 
Rural Advancement Committee (BRAC) 
mcxiel IKhandkerand Khalily 1996] The 
union budget. 1998-99 stipulates the target 
of two lakh SIlGs covering 40 lakh 
lamilie.s. under the scheme, over the next 
five years Ihe dillicultv with this approach 
IS that It looks at the problem merely in 
tcrmsol coveting tamiliesunderthe micro- 
credit schemes and at a snail’s pace at that, 
while the I cal problem is how to integrate 
SHGs and NGOs with the existing rural 
ciedit delivciy system so that the system 
as a whole bc*conic's viable. There is no 
a-a.son why SHGs and NGOs could not 
he linked to KKRs ui even co-operalivc 
credit institutions, wherever feasible 
Ixrokcd at from this persepcctivc, it 
makes little sense to wait for auto¬ 
nomous giowlh of SHGs or NGOs A 
scheme lot ailively promoting such 
paitieipatory iiistitutioii.s on a massive 
stale, nation wiile, needs to be worked out. 
On the analogy ol state-sponsored cu- 
o|H.‘ratives evolved in the latter half of the 
19S()s. one could think in terms ot .state 
government oi NABAKD-sponsored 
SHGs or NGOs, whiih could be appro- 
piiaicly linked to irciiit inslitution.s, be 
they commcriial hanks. RRBs or co- 
opciatives Only such a mass movement 
could bung about the desired structural 
transtormalinn in the rural credit delivery 
system and would enable the .system to 
hecoine both viable and vibrant Our 
policy-makers must be first sensitised to 
draw up suih a hluepiint for transktrmmg 
the rural credit delivery system, say dunng 
Ihe next f've yeais or so 
I'hen theie is the que.stion ol staf I Heic 
we i an do no bcttei than quote Muhammad 
Yunus the initiator of the Bangladesh 
Gramecn Bank, “Out greatest asset is the 
dedicated and committed cadre of staff 
that we have buill up over the yeais To 
gain employment with the Grameen Bank, 
people mu.sl first complete intensive 
training in the field, for a period ot six 
months. While exposing them to the life 
histories ot the p<K>r and their economic 
and social realities, liii s training also makes 
them familiar with the physical hardships 
of the job. Those who cxpenence the 
psychotogicai rewp-'s of woricing with 
the pcKir remain in the job, the rest leave. 
We have a stall training institute to 
meet continuing (raining needs" ('fhe 
Grameen Bank .Story. Rural Credit in 
Bangladesh), ll may be added that the 
salaries and othci benefits of the Gramecn 


Bank .staff are on par with those of the staff 
of government banks. 

Overall, the adverse environment created 
by the reforms of the liiiancial sector is 
primarily responsible for the present 
.somnolent state ot rural credit llie relative 
size of the 1 low ot credit to the rural sector 
appears to have .shrunk during the penod 
1991-96. Although the United Front 
government's initiatives sought to lestore 
the balance, the agncultural scctor'scicdit 
continues to he suit short oi the targeted 
level What is more disturbing is that this 
should have happened when the banking 
system IS (lush with liquidity. It is the 
mind-set of both the financial policy- 
mrdeers and the hankers which needs to 
he changed. Concern with the problems 
of lural credit cannot be dismissed as an 
obsession of egalitarian romantics. It is a 
response to the maero-cconomiC' 
compulsions of the Indian economy. Iifthc 
Indian lontcxt, rural credit is an integral 
part ol the linancial sector and deserves 
to be lieaicd as such For making the rural 
credit delivery sy.stem both viable and 
vibrant, it is nc'ccs.saiy to build on out 
existing strength. Linking banks and co¬ 
operative credit institutions with SHGs or 
NGOs appears to offer a workable solution. 
A blueprint lor bringing about such 
.structural transformation in the rural credit 
delivery system needs to he drawn up and 
a massive effort put in All of this depends 
upon first sensitising the policy-makc*rs 
about the imperatives of rural credit for 
high GDP growth 

IThis IS the revised version of the paper piescnted 
at C'unsuliationun Rural t'ledii held on Februaiy 
17.1SW9 ul Ihe Insiilule of Development .Studies, 
Jaipur I 
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BANK OF BAHRAIN AND KUWAIT B,S.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 

BALANCE SHEET AS ON MST MARCH 1999 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 





ENDED 31ST MARCH 1999 


Schedule 

As on 

As on 


Schedule 

Year 

Year 


M tivpm 

MO,3-l‘m 



Ended 

Ended 


Rs lOtK)) 

Ks |(XX)) 



31-03-1999 

31-03-1998 






Rs. (000) 

Rs. (000) 

CAPITAL AND LIABILITIKS 




1 INCOME 


Wk 





Interest ciirncd 1.3 

486,226 


Capital 1 

li4,0K4 

186,835 


Other income 14 

64.835 


Reserves & Surplus 2 

74,7 U) 

41,010 



- 

mmm 

Deposits ^ 

2.X(M.0/6 

2,763,683 


TOTAL 

.551,061 

494,560 

Bonowings 4 

8ri7.9()3 

690,500 



--- 


Other Liabilities and Provisions 5 

615,497 

484,277 


2 EXPENDITURE 




S 

- 


Interest expended 15 

433,644 

423,657 

TOTAL: 

4.725,.550 

4,I66,.305 


Operating expenses 16 

85,755 

64,105 


* 



Provisions and contingencies 

(2,058) 

1.59,200 





TOTAL 

517,341 

646.962 

ASSETS 











3 PROFIT 



Cash and balances with 




Net pront/doss) for the year 

33,720 

(152,402) 

Reserve Bank of India 6 

144,411 

1,38,717 


Profit brought forward 

(22,020) 

130,382 

Balances with Banks and Money 






-- 

at Call and Short Notice 7 

636,152 

561,577 


TOTAL: 

11,700 

(22,020) 

Investments 8 

1,536,211 

1,257,758 



—- 


Advances 9 

2,146,441 

1,991,026 


4 APPROPRIATIONS 



Fixed Assets 10 

63,495 

65,690 


Transfer to statutory reserve 

6,744 


Other Assets 1 > 

198,640 

151,537 


Transfer to investment 




_ . 

. 


Buctuatiun reserve 

125 


TOTAL. 

4,725,350 

4,166,305 


Balance earned over to 




' * • ~ 



Balance Sheet 

4,831 

(22.020) 

Contingent Liabilities 12 

2,188,574 

1,644,211 


TOTAL: 

11,700 

(22.020) 

Bills for Collection 

657,478 

530,737 



- *— -• 


Notes to Accounts 17 




Notes to Accounts 17 



The Schedules referred to herein form an integral part of the 

The Schedules referred to herein form tin integral pan of the 

Balance Sheet 



Profit and Loss Account 



Signatures to the Balance Sheet and Schedules 1 to 12 and 17. 

Signatures to the Profit and Loss Account and Schedules 13 lo 16 




and 17 
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BANK OF BAHRAIN AND KUWAIT B^.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 

SCHEDULES FORMING PART OF BALANCE SHEET 


Schedule 1 - Capital 
Capital 

I. Amount of deposit kept 

with the Reserve Bank of India 
under Section 11(2) (b) of the 
Banking Regulation Act, 1949 

lla. Amount brought in by Bank 
by way of start-up capital as 
prescribed 

lib. Additional capital received 
dunng the year 

TOTAL- 

Schedule2-Reservesand Surplus 

1 Statutory Reserve 

As per last Balance Sheet 
Additions during the year 

2 Property Investment Reserve 
as per last Balance Sheet 

3 Capital Reserve 

as per last Balance Sheet 
Less Transfer to investment 
Fluctuation Reserve 

4 Investment Fluctuation Reserve 
Transfer from Capital Reserve 
Add: Transfer from Proflt and 

Loss Account 

5 Balance in Profit and Loss 
Account 

TOTAL: 

Sdieduk 3 - Deposits 
A I Demand Deposits 
{) From Banks 
li) From Others 

2 Savings Bank Deposits 

3 Term Deposits 

i) From Banks 

ii) From Others 

TOTAL: 

B i) Deposits of branches 
in India 

ii) Deposits of branches 
outside India 

TOTAL: 


As on 

As on 


Ason 

Ason 

)l-03-l999 

31-03 1998 


31-03-1999 

31-03-1998 

Rs (000) 

Rs (000) 


Rs.(000) 

Rs. (000) 



Schedide 4 - Borrowings 

A. Borrowings in India from 





i) Reserve Bank of India 

150,000 

55,000 



ii) Other Banka 

587,963 

372300 

53,500 

53,500 

iiOOther institutions and agencies 

130,000 

263,000 

B. Borrowings outside India 

- 

- 



TOTAL 

867.963 

690300 

186,835 

186,835 

Secured borrowings included 
above-Rs. Nil 

' 


157,249 

Nil 




344,084 

“186,835 

Schedule 5 - Other Liabilities 
and Piroidsions 

1. Bills Payable 

9,237 

22,767 



2. Inter-ofTice adjustments (net) 

(87) 

399 

47,825 

47,825 

3. Interest accrued 

449,302 

309331 

6,744 

- 

4. Others (including provisions) 

177,045 

151380 

54,569 

47,825 

TOTAL 

635,497 

484377 

9,976 

9,976 

Schedule 6- Cadi and Balances 
with Reserve Badi of India 



5,229 

5,229 

1. Cash in hand 



5,229 


(includiiv foreign currency notes) 

2.661 

2313 

— 

2. Balances with Reserve 



- 

5,229 

Bank of India 

I) In Current Account 

141.750 

136304 

5.229 

- 

ii)- In Other Accounts 

- 

- 

125 


TOTAL: 

144,411 

138,717 

5,354 

4,831 

74,730 

(22,020) 

1 41010 

Schedule 7 - Balances with 

Banka and Money at Call & 

Short Notice 

I. In India 



i) Balances with banks 





a) In Current Accounts 

3,542 

2,149 

6,842 

3.920 

b) In Other Deposit Accounts 
11) Money at Call and 

- 

- 

231,662 

106.216 

Short Notice 



238,504 

110,136 

a) With Banks 

- 

- 

96,602 

80,031 

b) With Other Institutions 

- 

- 




3,542 

2,149 

2,467,970 

2,573,516 

2. OuUide India 



2,803,076 

2/763,683 

i) In Curroit Accounts 

3,607 

AQ 






2,803,076 

2,763,683 

ill) Money at Call and 



Short Notice 

283.199 

510,059 

Nil 

Nil 


632,611 

559428 

2,803,076 

2.763.683 

TOTAL 

636,152 

561377 
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BANK OF BAHRAIN AND KUWAIT BJS.C. 

(Incorporaled in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF BALANCE SHEET 



As on 

As on 


As on 

As on 


31 03 1999 

31 03 1998 


31 03.1999 



Rs (000) 

Rs. (000) 


Rs. (000) 


Schedule 8 - Investments 

I Investments in India in 



Schedule 10 - Fixed Assets 

1 Premises 



i) Covemmeni securities 

1.107.017 

1,008,496 



ii) Other approved securities 
ill) Shares 

iv) Debentures and bonds 


9,140 

71,322 

168,800 

At cost as per la.st 

Balance Sheet 

Additions during the year 

50,383 

50,383 

v) Subsidiaries and joint 

Deductions dunng the year 

- 

- 

ventures 
vi) Others 

- 

- 

Depreciation to date 

(7.186) 




TOTAL 

43,197 


TOTAL; 

1.536,211 

1,257.758 


II Investments Outside India 

2 Other fixed assets 

At cost as per last 

Balance Sheet 





TOTAL 

1,536,211 

1,257,758 


42,560 

III Investments in India 



Additions during the year 

7.944 

8,904 

Gross value 

1,540,957 

1,258,691 

Deductions during the year 


(682) 

Provision for depreciation 

4,746 

933 

Depreciation to date 

(36,922) 

(30,563) 

NET VALUE: 

1436,211 

1,257,758 

TOTAL; 

20,298 

20,219 

Schedule 9 - Advances 

A i) Bills purchased and 



TOTAL; 

63,495 

65,690 





-- — 

discounted 

738,418 

573,952 

Schedule 11 - Other AsmIs 



li) Cash credits, overdrafts A 





loans repayable on demand 

801,108 

826,136 

I Interest accrued 

41,752 

36,529 

111 ) Term loans 

606.915 

588,938 

2 Tax paid in advance/ 
tax deducted at source 

TOTAL. 

2,146,441 

1.991,026 

81,674 

4 

76,380 

18 

(net of provisions) 

3 Stationery and stamps 

B i) Secured by tangible assets 

1,775,861 

1,612,009 

ii) Covered by Bank/ 



4 Inter-office adjustments (net) 



Government Guarantees 

III) Unsecured 

247,231 

123449 

277,719 

101,298 

5 Others 

75,210 

38,610 

TOTAL: 

198,640 

151,537 


TOTAL: 

2,146,441 

1,991.026 

C 1 Advances in India 



Schedule 12 - Contliigent 



i) Prionty sectors 

616,101 

446,726 

LiabiUlies 



ii) Public sector 

36,495 

34.972 




iii) Banks 



1 Liidiility on account of 



IV) Others 

1,493,845 

'.509,328 

outstanding forward 
exchange contracts 

2 Guarantees given on behalf of 
constituents 

1,691,125 

1,083,080 

TOTAL: 

2,146,441 

1,991,026 

C n Advances Outside India 





i) Due from Banks 



In India 

1394187 

199,555 

II) Due from Others 



Outside India 



a) Bills purchased and 



3 Acceptances, endorsements 



discounted 



and other obligations 

357,362 

361476 

b) Syndicate loans 



4 Other items fw which 

c) Others 

- 

- 

the bank is contingently liable 

- 

- 

iOTAL: 

— 

- 

TOTAL; 

2,188,574 

1464411 


1582 
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BANK OF BAHRAIN AND KUWAIT BJS.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING FART OF FROPITAND LOSS ACCOUNT 



Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended . 


31-03-1999 

31-03-1998 


31-0.3-1999 



Rs. (000) 

Rs. (000) 


Rs (000) 


Schedule 13 > Interest Earned 



Schedule 16 - Operating 



I Interesl/discount on advances/ 



Expenses 



bills 

289,117 

304,606 




2 Income on investments 

158,324 

130,796 

1 Payments to and provisions 
for employees 

22,441 

4 

18,061 

1 Interest on balances with 






Reserve Bank of India and 
other inter-bank funds 

38,681 

26.411 

2 Rent, taxes and lighting 

16,511 

15,775 

4 Others 

104 

382 

3 Printing and stationery 

1,263 

984 

TOTAL: 

486,226 

462.195 







4 Advertisement and 
publiaty 

510 

844 

Schedule 14 > Other Income 





1 Commission, exchange and 
brokerage 

29,204 

19,951 

5 Depreciation on bank's 

9,825 

9,762 

property 

2 Profit on sale otinvestmeiNs (net) 

13.440 

3,056 




3 Loss on revaluation of 



6 Directon Fees, allowances 

801 

26 

investments (net) 

- 

- 

and expenses 

4 Profit on sale of assets (net) 

(48) 

(38) 

7 Auditar’s fees and 



S Profit on exchange 




446 

441 

transactions (net) 

13,550 

(2.765) 




6 Miscellaneous income 



8 Law charges 

1,124 

1.198 

(incliKling processing charges) 

8.688 

12,161 

9 Postages. Telegnuns. 
Telephones, etc. 



TOTAL: 

64,835 

32,365 

2,460 

2,012 

Schcddle IS - Interest Expended 



lORepairs and maintenance 

3,528 

3.027 

1 Interest on deposits 

326,809 

321,468 

11 Insurance 

2357 

1.972 

2 Interest on Reserve Bank of 




India/lnter-bank borrowings 

3 Others 

82,857 

32,824 

69,365 

120ther expenditure 

24.490 

1(MX» 

23.978 



TOTAL: 

433.644 

423,657 

TOTAL: 

85.755 

64.105 
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BANK OF BAHRAIN AND KUWAIT B5.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17: NOTES TO ACCOUNTS 

I. Principal Accounting Polidca 

1 General 

The financial UalemenU art ptcpared on the histoncal cost convention and on accrual hasi&. except for commtssion income on letten 
of cn^it and procerxing feXs 

2 Tranaaction invidving foreign exchange 

a) Assets and Liabilities in foreign cuirencies and oulslanding forward exchange contracts die revalued at the appropnate year end 
cxchaim rates specified by the Foreign Exchange Dealeis Association of India and the resultant gams w losses are lecopited 
in Prom & Loss Account, as per RBI guidelines 

b) Income and expenditure in foreign cunenty is translated at the rales prevailing on the date of the transaction 

c) Acceptances, endoiseitienu. other obligations in foreign currency and outstanding contracts covering maiunly of foreign 
currency deposits are staled at contracted rates 

d) Hedge cost of forward exchange contracts ts expended over Ihe period of the respective contracts 
1 InvcstmenU 

in accordance with the guidelines for investments laid down by the Reserve Bank of India, investment portfolio is classified into 
''Permanent" and Xurrent" categones 

Permanent investmenls are staled at cost adiustcd tor premium, if any, from the date of purchase to ihc date of maiunly, on a sinighi line bnsis 
Current investments are slated at lower of cost or market value, in agpogaie for each category, except Treasury bills wbi^ are stated 
at carrying cost in accordance with the valuation standards laid by Ihe Reserve Bank of India Cost represents the acquisition cost and 
m case of discounted instruments includes the discount accrued, prorata, for the holding penod Market value, in cose of Government 
and other approved secuniies, for which quotes are not available, is deiermined on ‘yield to matunty ’ busts in accordance with the yield 
curve deleimincd by the Reserve Bonk of India Debentures for which quotes ore not available, ore valued at carrying cost if inierest 
IS serviced regularly, otherwise in accordance with the asset classification norms prescribed by the Reserve Bank of India Preference 
shares are valued at cost 

4 Advances 

Advances are stated net of specific loan loss provisions and unrealised interest on non performing assets Provision for loon losses is 
made in respect of identified advances in accordance with provisioning norms presenbed by the Reserve Bank of India 

5 Revenue Recognition 

a) Interest income on advances, other than on non performing assets, is recognised on accrual bxsis 

b) Interest income on non performing assets is recognised only on realisation in accordance with Ihe norms presenbed by the Reserve 
Bank of India 

c) Income from mvesiments is aicounied for on accrual basts 

d) Commission, exchange and brokerage are accounted on accrual basis, except for processing fees, and commission on letten of 
credit 

6 Fixed Assets and Depreciation 

a) Fixed Assets are slated at hisioncal cost less accumulated depreciation 

b) Depreciation is provided on the wntien down value method ai ihe following rales 


Office Equipment 2S 0f)% 

Office Fumilure 18 10% 

Computers 40 00% 

Vehicles 25 8V% 

Residential Premises 5,00% 


Oeptcaalion on assets acquired diinng the year is provided for the full year and no depirciaiion is provided in the year in which Ihe 
asset IS sold 

7 Rcttrcmeiit Benefltt 
a) Gratuity 

The itabiliiy for Gratuity is accounted for on the basis of artuartol valuation as at year end 
(b) Encashment of Leave 

The empli»ees of the Bank are not entitled lu carry forward iheir leave and the leave is not generally encashaMe Consequently, no 
provuion tor leave encashment benefit on retirement is mode 

8 Net Profit 

The net profit disclosed in ProRl and Loss Account is after 

a) Provisions for taxes on the income in accordance with statutory requirements, 

b) Provisions for loan losses. 

c) Provision for contingency and other usual and necessary provisions 
II. Other Notm 

1 Thr percentage of net non performing assets to net advances os at list March 1999 is 11 34% (Previous year IS.22%) 

2 The break up of “Provisions & Contingencies” as appeanng in the Proiit and Loss Account is as under 



Year ended 

lRs '000) 

Year ended 


31-03-I999 

31<e3-1998 

Specific provision for non performing assets 

(18,659) 

1.34,218 

Provision for taxes 

9.985 

5.211 

Depreciaiton/(Apprecialion) on lnvestnv*nt 

3813 

(3.374) 

Genend loss reserve 

957 

16.613 

Others 

1.846 

6.532 

TOTAL: 

(2,058) 

159,200 


J 


1584 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorpcirated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


t The Capital lu Risk Assets Raliu as ai list Marsh l«m as assessed hy the Bank im the basis i>( the guidelines issued by the Reserve 
Bank of India is 

a) Tier i Capital l2b<)'X (Pievious Vear 

bl Tier II Capital - 0 7811 (Previous Ycai 0 KW) 

c) Total Capital It ^8(f (Previous Year Id48%) 

4 liiipotiant finamial ratios lor ihc year ended Maish tl l<m 

4/ interest inuiine as a peiceniage to working lunds I.'OIK (Ptevious Year 12 45%) 

b) Non intctest intoiiK* as a pcrseniage to winking lunds I 60'J( (Previous Year U 87%) 

c) Operating Profit as a percentage to working iunds d7K'!f (Previous Year 0 18%) 

d) Return on assets - (171(Previous Year NA) 

e) Business (Deposits pill. Advances) per einplovee INK hi 11 million (Previous Year INR .47 44 million) 

0 Profit per employee INR 0 4IA million (Previous Year NA) 

’> From the curicnt yeai the bank has revalued its foreign ciinency deposits and the invrstinents their against As a mult of this change, 
there has been no impact on the pinlit, but there has hem an increase m both the foreign currency deposits and the investments there 
against, each to the tune of INR 68 41 million 

6 Other income includes INR 6 16 million which is the loiiimission on Resurgent India Bunds 

7 Other Expenditure includes Business Travel Expenses of INR S 42 million and Bad Debts charged olf INR 8 86 million 

8 Previous year's Figures have been regrouped whcirvci iicicssaty to make them comparable with the cunent year’s presentation 

Eoi Bank of ilahiain A Kuwait B.S.C. 

- Indian Branches 

Sdt- Sd). 

R. MllTiniKKISIlNAN V. H. Sopnriwalla 

Oenrral Manager A Chief Kvccutive Oflnrr - India Financial Controller 


REPfIRT OF THE AUDITORS 

Account of the Indian Branches of Bank of Bahrain and Kuwait B,S.C. under Section 30 

of the Banking Regulation Act, 1949. 

Wc have audited the attached Balance Sheet of Bank of Bahrain and Kuwait B.S.C. (incorporated in Bahrun with limited lidtiiity) 
as at .list March. 1499 and the related Piofit A Loss Account for the year ended on that dale 

in accordance with SecTion 29 of the Banking Regulation Act. 1949, read with the provisions of sub-sections (1), (2) and (S) of 
Secti.m 211 ol the Companies Act. I9S6, the Balance Sheet and Profit and Loss Account together with the notes thereon, are not 
required to he and ate not drawn up in accoidance with Schedule VI of the Companies Act 1956 The accounts are, therefore, drawn 
up in conformity with forms A and B to the Third Schedule to the Banking Regulation Act. 1949 

We report that 

a) Wc have obtained all the inlormation and explanations which to the best of our knowledge and belief were necessary for *lie 
purpose of our audit and have found them to be satisfactory; 

b) The transactions which have come to our notice have been, in our opinion, within the powers of the Bank; 

c) In our opinion, proper books of account, as required by law. have been kept by the Indian branches of the Bank so far as apipein 
from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account of the Indian branches of the Bank dealt with by this report aro in agreeraenl 
with the books of account, 

e) In our opinion and to the best of our information and according to the explanation given to us, the said iccountt read with 
the notes thereon, give the information required by the Compantes Act. 1956, in the manner so required for banking companies, 
and gives true and fair view of the state of affairs of ihr Indian branches of the Bank as at 31st March 1999 and profit for 
the year ended on that date 

Ftw nod oa behalf nf 
BORKAR A MUZUMDAR 
Chartcrad Aecoaataats 
Sdf- 

NEIL BHARADWAJ 

Mumbai Partao' 

Date: 5ih May. 1999. 


Economic and Poiitical Weekly June 19, 1999 



REVIEWS 


The Commons and Agrarian History 

Tirthankar Roy 

Common Lands and Customary Law: Institutional Change in North India 
over the Past Two Centuries by Minuti Chakravarty-Kaul; Oxford University 
Press, Delhi, 1996; pp xviii+315. Rs 495 


TWO processes - macro-ccnnomic 
trends raising the value ol land and making 
land more easily saleable, and codification 
of rights to property - vitally iranslomicd 
rural economies in different regions ol 
India in the colonial penod A basic ieature 
of this transtormation was change m the 
scale, quality, management and rights to 
the use of rural commons, and in turn, m 
the pedormance of cultivation as well as 
othci nc cupat ions that depended on access 
to the commons The broad trends were, 
reduction in the .isailability of the 
commons, degradation oi its quality, and 
transfer of its control from the village 
to the state Underneath these broad 
trends tie numerous ai counts of con¬ 
flict and adaptation, between thcoiies 
of governance and local realities, en¬ 
vironment and economics, joint rights 
and private rights, old institutions of 
managing the commons and new ones, 
etc With thest> changes, thcicfore, not 
only land-use, also the lelationship 
between land and society changed over 
a countryside of immense si/e and 
diversity 

In agranan hi.stor> scholarship until 
recently, this whole process tended to 
remain a marginal story, though its scale 
and significance weic usually acknow¬ 
ledge Recent works on forest history 
have dealt with some of the issues that 
would figuie in a 'voik on the rural com¬ 
mons, but not the must central ones One 
reason behind insullicicncy ol lesearch 
on the rural commons mav have heen that. 
Its study requires looking at sources that 
are in large part distinct from the raw 
material that would go into, say. a work 
on land nr crop markets Again, a study 
of the commons, in basing to deal with 
such a thing as communal or customary 
nghts, also requires a distinct analytical 
point of reference In other words, the 
commons represents, simultaneously, a 
difficult and a promising field 

The hook under review is a pioneer¬ 
ing work on the subject It is the first 


majoi history of the rural commons in a 
region, the British Punjab, which saw 
dramatic changes in its agrarian economy 
during the pencxinf study. The scholarship 
and hard work that went into the hook 
aie impressive and well suited to the 
tusk Being a regional study, it is difficult 
to decide whether all its major conclu¬ 
sions are gcncralcsable or not But, un¬ 
questionably, the book sets a standard, 
fixes the ‘stylised facts', and by both 
means, should inspire further work in 
this impoitunt and .still undcr-icsearched 
aiea 

The main pan of the book opens with 
a description of the geography of the 
region, and a partial rcconstniclion of 
some pre-colonial customaiy usage of 
land In this rccon.struction, two elements 
dominate the excess .supply and relatively 
low fertility of land in large tracts, and 
natural conditions that sustained, even 
necessitated, a large pastoral population, 
"logcther, they meant the existence ol 
'urn laiincd' wa.slcsoutside village aieas. 
and ol wastes within them under joint 
management of village proprietary bixlies 
The rales guiding such b(xiie.s were loosely 
defined and hKally vanable Some of the 
early settlement operations recorded 
these nghts, but they became formally 
incorporated in statutes only in the I X70.s 

Fioni the second quarter of the 19th 
century, Biitish revenue policy and macro- 
economic c hangc proceeded, m a mutually 
reintorcing manner, to alter acce.s.s to 
wa.stcs The- basic tenet ot Bntish policy 
on the commons was, maximising revenue 
per unit c* land, subject to maintenance 
of peace and loyalty of propnetors The 
revenue objective induced a bias for 
cultivable wastes to be brought under 
cultivation, and for uncultivable wa.stes 
and 'open wastes' outside the village areas 
to be reserved by the govei nmcnl to gene¬ 
rate rents for example, demarcation ot 
village boundaries, to estimate what was 
due to the government, prohibited access 
to what lay outside the village. The policy. 


on the other hand, of settling cultivators 
in ‘canal colonies' reduced open wastes. 
The shnnkage of wastes available for 
pa.storal occupations, and disturbance of 
the migratory routes of such people 
induced sedentansation of nomads and 
pasloralisis, on lands that were formerly 
their graring waste The general effect 
was a decline in wastes, in length of the 
fallow, and a disturbance of the balance 
between cultivation and livestock breed¬ 
ing. which seemingly intensified the 
impact of famines in .some areas. 

Both the revenue motive, and that oi 
gaming peace and loyalty, induced a desire 
to study customary practices, and absorb 
them into civil law The old piovision of 
communal, ratherthan individual liability, 
was convenient becau.se it made collection 
ol tevenue easier But. recognising such 
liability meant recognising some joint 
rights, chiefly, those on the commons 
Unc lesponsc was to establish and deline 
the nghts of the village propiielary body 
over the ‘village commons' This, how¬ 
ever. was bused on such an unwieldy 
attempt at marrying theory with local 
praitiLCs. that quite oltcn, perhaps m the 
mum, there developed a tendency to 
paitition the village commons With 
‘custom' now divorced fnmi its local 
context and codified m statutes, the local 
context itsell, namely, the village body. 
lo.st Its ‘moral aiithoiity' That, m turn, 
aided partitioning 

The entire process was encouraged by 
inacro-cconomic changes Canals en¬ 
hanced the productivity of land, and thus 
their taxable worth I'he railways did so 
indirectly, by extending markets All kinds 
of public works were major consumers 
of the produce of the waste, iiom timber 
to lubblu In othci words, public works 
enhanced the worth of the open wastes. 
Plantations did so too. though on a smaller 
scale Population growth and migration 
reduced the supply oi cultivable land The 
state recognised these changes in its 
resettlement and reservation policies, 
thereby reducing wastes directly On a 
different plane, a more active land market 
and competition for land encouraged what 
the book calls, .somewhat questionably, 
‘free riding* on the wastes. Numcreus 
court cases, which the bmik dc.scnbcs m 
fascinating detail, show how the definition 
of law and these mf nngements came face 
to face 
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PoKcy and structural change are so 
strongly interdependent in this narra¬ 
tive. that on closing the book, the reader 
may be left in doubt which played the 
bigger role in changing access to the 
wastes There is. in other words, a ‘multi- 
^ collineanty' problem in the analysis. This 
IS perhaps inevitable at the present state 
ot knowledge, and may he resolved aftei 
the expcnences of other major regions 
becomeavailablefor comparison. Another 
icalure. which might make the reader 
.somewhat uneasy, is the unconvincing 
attempt to match 'theory' with history 
The theory in this case conics from the 


.N( iVVI IkKf'm the iiclilot public a«.Iivi.sm 
IS ihc saying “know ledge is power" more 
Hue tiiuii in iho light lot civil liberties 
'1 licy depend, somelimes piecanously. on 
the slate ol the law C'vil liberties liteiacy 
s'lmes tiom knowledge ol ihe law so thal 
It (.an be applied lo eiisis .situations But 
the law IS novet statu It keeps giowing 
The Supreme ('oim has ruled time and 
again that inteination.il conventions aie 
lelevanl iiuonstruing ihc si ope ot lunda- 
nienial ni'luscinhodieil mout ('oii.stiiution 
Whic h IS w hy R.is i Nan, executive dnecloi 
ol Ihe .South Asian Human Rights 
Documentation ('entie. is .so loimidahle. 
He IS fully abreast ot inicinational and 
national developments and carefully 
studies and dociimenis the lads ol each 
situation in the light o| the law 

Aftci decades of agitation. Britain 
enacted, tiom November 9. 1998. the 
Human Rights Act. 1998 to give elicct 
to the Huiopean Convention on Human 
Rights as part of its domestic law It is a 
complex piece ot legislation. In Britain 
human rights are part of the ordinary law 
and are not cixliticd in any enactment 
which controls the parliament as well as 
the executive The pai liainunt is supn.*nic 
and can overnde any law Much of Dnii.sh 
coastitulional law is ba.->cd on convention 
and ca.se law. 

David Feldman’s work is ot enormous 
relevance to us because our laws and legal 


‘Property Rights School’ and ‘New 
Institutional Economics’. All that they 
do. however, is supply a few intuitive 
terms .such as 'tran.sactiuns costs' and 
'free tiding' In so significant .sense is 
this hook an application of theory 
What the lack nl fit might mean are 
that, at this stage 'theory' has nothing 
more substantial to offer a historian, and 
that thcon.sts dealing with ‘the tragedy of 
the commons' need to take closer liMik 
at hooks such .is these Basically, the book 
IS a contribution rooted in the history ol 
colonial Puniab, and in many respects, a 
major one 


concepts ate based on Ihe British model 
Hiete IS an eiudite introductory chapter 
onthepolili..<il pliilosophyol civil liberties 
followed by .tnolhei on ‘Ways ol 
Identifying and I’loiccling Rights and 
Liheitics' It >.on.sidets the sweep ot the 
last glowing 'intemalional human lights 
law' and its impact on Bnlish law and 
legal thinking M.inv in India have yet to 
cometoteims W'iththen.'aiity that violation 
ol human lights m any country aie 
legilinulely a m.i(U‘i of inlcTnational 
c'Oiicem 

There is another aspect Th.mks to 
judicial activism, oiircourts have inteircd 
some human lights tiom ones explicitly 
guarantoed hy the Constitution. For 
instance, Ihe Supreme Court has intcired 
the right toeduculion liom Ihc right lo life 
guai.inlced by Aiiide 21; lor. life means 
decent existence jVide ihecapitation tees 
case Unm Kushum vi State oj Andhra 
Pradesh (199.H (Supieme Court Cases 
b45)| 

The topic s ate grouped under tour broad 
heads Firs'comcslilc. liberty and physical 
integrity. It includes matters likeairest and 
detention, seatc h and seizure and freedom 
ol movement. The next gioup is pnvacy 
It covets al.so 'pnvacy m international 
law' The third group covers freedom ot 
expiession. It tncludes Ihe lights ot 
{oumaiists and fiecdom of broadcasting, 
topics that are no) well covered in Indian 


writings. The last head deals with ihe rigitt 
to equality. 

Although our courts draw on rulings by 
courts in othcrparliamemary democracies, 
there is a lot thal has been ignoied; for 
example, the truth as a defence to a charge 
ot contempt ol court. The high court of 
Australia held early in us existence that 
It was not necc.s.santy a contempt to impute 
lack of impartiality to a judge In R vs 
Nichols, Justice Higgins had stopped 
counsel from criticising the govcmincni. 
A newspaper commented that the judge 
was a political judge, who had been 
appointed lo the bench only because he 
was a.servant ol a particular political party. 
The high court held that thi.s did not 
consiitule a contempt ol court Giilliths 
r J, delivering the unanimous judgment 
of Ihe court, pointed out that public 
conlidence in the ludges depends on 
then hchavioui, and that the press has a 
nile in maintaining judicial .standards by 
way ot open and critical public scrutiny 
ot judicial pcrtonnance. in the public 
inicrest 

He said “ I think thal, if any judge of 
this court ot ol any other court were to 
make u public ultcruncv of such a charac tei 
as lo be likely to inipaii the confidence 
ol the public, or ot suitoi s oi any i las.^ of 
suitors in the impailiality .<>1 the couit in 
any mallei likely lo he brought bctorc it, 
any public comment on such un utterance, 
it It were a tan comment, would, so far 
irom being a eonlcMiipl of court, be !oi the 
public benetit, and would be enlitled lo 
similar ptoleclion toilial w tiu h i oijimcnt 
ujKin m.itteis of public inteiect is entilled 
under Ihe law ol libel “ 

This work IS quite unlike legal texibixik s 
which do no mote than cite statutes and 
judicial lulings It is incisively analytical 
.Sample this “Ftopiieiois ot newspapers 
tend to exercisi editoi lal c( nitiol on politica' 
giounds Two consequences follow horn 
this F'lisi, while the light to publish is in 
theory available lo all. it is restricted by 
access to capital As in relation lo othci 
rights, inequalities ol resources make the 
liec'dom to publish a liberty of unequal 
worth To some minor degicv. ihe ellecl.s 
ot this are contained by granting public- 
money tocandidates in elections to support 
theireainpaigns However,the amountsol 
money are small, and they do not help 
patties and comineniators between 
elections oi campaigners who are not 
atiili.'icd to a recognised party Set ondl\, 
the market Ol wntaUon of the indiislt v leads 
to tnequalit\ of at cess to iiuhlication 


Civil Liberties Literacy 

A G Noorani 

Civil Liberties and Human Rights in England and Wales by David Feldman; 
Clarendon Pre.ss. Oxford, t 27 50 

An introduction to Constitutional Law hy Hric Barendt, < )\fotd University Press, 
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Writers with views which are unpopular 
with those who oun and edit mass 
circulation newspapers have less 
opporturuty to bring their writing before 
the pubtu than those views are in tune 
with those of the press barons. In political 
ttiinis, this means that the capitalist nght 
IS likely to he advantagcdovcr the socialist 
left in access to the press, and that the 
newspaiH'i industry, taken as a whole, is 
liable to he less clicctive in scrutinising 
a nght-wing, capitalist government than 
a left-wing, socialist one This can have 
the cflect of skewing the maiket-place ot 
ideas within one lliis can have the ctfeci 
ot skcwingthcmarkcl-placcut idea within 
which the system of electoral democracy 
o{H.Tates 

"Whether this is seen as a problem will 
'depend on one's political and economic 
pielerciites iTom one viewpoint, the 
piaciaal and svmholie value of a tree 
press IS undermined it it is .subject to 
market loiccs 'Ihese admit opinions to 
he valuable onl> to the extent tii which 


they can be shown to enjoy economic 
support in the market. On this view, 
freedom of speech should be no more 
privileged against unfavourable market 
conditions than any other consumer 
preierence ” 

It IS a ma.ssi ve work which states the law 
accurately, covers tiesh ground and covers 
topics like the rights of the child which 
de.scrves greater attention than they have 
icceived 

Baiciidt’s hiKik is, likewise, more than 
a textbook on British constitutional 
law lie discusses the significance ot 
uvil liberties in the constitutional sys¬ 
tem and the impact of European iritcgra- 
1 11)11 on the law Its forte lies in drawing 
on constitutional developments else¬ 
where 

Thus, he writes; ‘The South Asian 
('onsiilution of 1996 provides parti 'ulai Iv 
stiuiig safeguards against the abuse ot 
executive powers First, a state ot emei- 
geni y may be declared by an Act ot parlia 
iiieiil only in the cireuni.stancc.s detailed 


in the Constitution itself: the life of the 
nation must be threatened 1^ war, invasion, 
insurrection, disorder, or natural disaster, 
and the assumption of emergency powers 
mu.sl be necessary to restore order. Initially, 
the dcclarauon (and legislation enacted in 
con.sequence of it) may be effective for 
only 21 day.s, though it may be renewed 
on subsequent occasions Any court, not 
only the constitutional court, may rule on 
the validity of both the declaration of the 
emergency and of any legislation or 
executive action taken under emergency 
poweis F'inally. there are strict limits on 
(he extent to which emergency legislation 
may derogate from the rights guaranteed 
by the Constitution " 

Amazingly, there has been little elfoit 
in India to .study the novel features ot 
South Atrica'sConstitution Allot which 
sugge.sts the need fur tiist, an Asian civil 
litH'ities union which tan also liaise with 
the ones in South Africa, Australia and 
New Zealand Tlic next step is a global 
union of civil liberties organisations 



OPERATIONALISING 
SUSTAINABLE DEVELOPMENT 

Economic-Ecological Modelling 

for Developing Countries 

KANCHAN CHOPRA and GOPAL K KADEKODI 

This book translates the more common conceptual 
interpretation of sustainable development—as 
norvdecreasing per capital consumption over the medium 
term—in operational terms i.e., the development 
of forest, water, agricultural and iivestodt sectors. 
Taking as a case one of India’s most backward districts, 
the authors bnng together ecological and economic 
data from a large variety of sources within the 
framework of a well articulated model to give form to 
the concept of sustainable development. Perhaps tfte 
first of its kind anywhere in the world and certainly in 
India, the detailed modelling approach adopted in this 
book compnses a significant methodological advance 
in giving shape to the notion of sustainable development. 

1999 e 300 pages e Rs 395 (cloth) 


UNEQUAL PARTNERS 

Power Relations, Devolution 
and Development in Uttar Pradesh 
G K LIETEN and RAVI S SRIVASTAVA 

This book takes the contemporary discussion on 
devolution of power to the local level (the panchayats) 
as the point of entry for a discussion of various 
aspects of village life in Uttar Pradesh. A vast array of 
field data collected in an interdisciplinary manner by 
the authors help explain the forces at work behind the 
poittical turbulence characteristic of the state in recent 
years. This iri-depth view from below is an enriching 
Insight into the resilience and dynamism of social life 
in the villages of North India It will interest those 
involved in village studies, and in the fields of 
political science, economics, rural development, 
public administration and sociology. 

Indo-Duteh StudiM on Development 

AKernattves, Volume 22 

1999 e 296 pages e Rs 395 (cloth) 



SAGE Publications India Pvt Ltd 

Pdsi Box 4215, Nm Delhi 110 048, Tel 6485884, 6444958, 645391 Sl Far 91-11-6472426 ■ Sales Ofbee Tel 6463794, 6463820; Tax. 91-11-8217328 ■ Ground 
noor, 5a/5,Princi> Bakliai .Shah Road, Tollygunge, Calcutta 700 033 a 27, Malony Road, T Nagar, Madras 600 017, Tel 4345822 ■ 31, LB Stadium, 
Post Box 131, Hyderabad 500 001, Tel 231447 


1.688 


Economic and Political Weekly June 19, 1999 




SPECIAL ARTICLES 


Sustainable llransport Systems 

Link^es between Environmental Issues, Public IVansport, 
Non-Motorised Transport and Safety 

Dinesh Mohan 
Geetam Hwari 

While discussing issues concerning puhlic transport, safety and the environment, this paper illustrates 
that unless the needs of non-motorised modes uj tiaffic are met. it will be almost impossible to design any 
sustainable transport system for urban areas. IJ the infrastructure design does not meet the requirements 
of pedestrians, bicyclists and non-motorised rukshaws, all modes of transport operate in sub-optimal 
conditions. However, re-designing existing toads will not only provide a safer and convenient environment 
for non-motorised mode.x. it will also improve ejftnency of public transport vehicles and enhance the capacity 
of the corridor when measured in number oj passengers transported per hour per lane. 


Inirodik'iiun 


A sustainable transport system must 
provide mobility and accessibility to all 
urban residents in a sale and environment 
friendly mode ot trans|X)it. This is a com¬ 
plex and ditficult task when the needs and 
demands ot people belonging to different 
income groups arc not only different but 
also often conflicting For example, if a 
large proportion of the population cannot 
at fold to use motorized transport - pnvate 
vehicles or public buses - tlwn they have 
toeithcrwalk urride bicycles to work Pro¬ 
vision of safe infiastnicturc for bicyclists 
and pedestnans may need segregation of 
road space for bicyclists and pedestrians 
from molonsed tiaffic or n:^uction in 
speeds of vehicles Both measures could 
result in restricting mobility of car users. 

Similaily, mea.surcs to reduce pollution 
may at times conflict with tho.se needed 
reduction in road accidents For 
example, increases in average vehicle 
speeds may reduce emissions but they can 
result in an increase in accident rates. But. 
most public discussions and government 
policy documents dealing with tians- 
poftation and health focus only on air 
pollution as the main concern. This is 
because air pollution is generally visible 
and its deleterious effects aie palpable. It 
is easy for most people to connect tlic 
associations between quality of motor 
vehicles, exhaust fumes and increased 


mothidity due to pollution. But most 
individu»i^ ^ understand the 

complex |jciors associated 

with road problems due 


mistakes Thciclore, policy documents 
dealing with susiaiiiabie development for 
cities always iik lude options foi pollution 
reduction hut laiely for accident control 

In this pupci we discuss some of the 
issues conceining public tnin.spoit, safety 
and the environment We illustrate that 
unless the needs of non-motorised modes 
of Iralflc aie met it will be almost impos¬ 
sible to design any sustainable trans¬ 
portation system lorurban areas. We show 
that pedestrians, bicyclists and non- 
motori-sed rickshaws are the most critical 
elements in mixed traffic It the infra¬ 
structure design does not meet the 
rcquimments ot these elements all modes 
ot transpoit operate in .sub-optimal 
conditions However, it is possible to 
redesign the existing roads to provide a 
safer and nunc convenient environment 
fornun-motonsedmodes Thisalsoresufts 
in improved efficiency of public transpoit 
vehicles and enhanced capacity of the 
corridor when measured in number of 
passengers tiaiispurtcd per hour per lane 

Safli Y A\n Public Transpoht 

Decisions regarding mode of transport 
by individuals aie based on ecoimmic 
criteria, trip time involved, convenience, 
comfort and safety. Of all the.se concerns 
the one involving safety is the iruist dil ficult 
one for the individual. An important 
dimension in the perception of benefits ot 
mobifity versusporceptionof accident risk 
IS that the road user's perception ot time 
saved by dnvng ta.ster exceeds that in 
reality [Campbell 1992: 149-156}. The 
intiea.sed mobility is distributed among 
many toad useis. usually realised in very 
small units of a few seconds. The safety 
benefit is sustained by a relatively smaller 


number of pcuiplc who save many years 
ot life (from premature death). An 
important issue involving transportation 
strategies aimed at increasing speeds of 
motonsed vehicles is that pedestrians and 
other nun-motonsed road users who do 
not bencfitf rom increased mobility sustain 
the increased accident ri.sk. Thus the 
benefits accrue to one sub-group, while 
the dis-bencfits are imposed on another. 
This has an important beanng on planning 
for public transport as all commuters have 
to operate as pedestnans also and their 
safety on the roads has to be ensured. 

Calculation of nsk per trip or over a 
period ot time is very difficult. There are 
very tew studies available that evaluate 
risk over a whole tnp Jorgensen (1996- 
17-25) has reported the results of a study 
where injury rates and fatality rates tor 
different trip types were calculated for 
commuters in Copenhagen. Denmark. 
Figure I shows the results for fatality rates 
per million trips lor different trip types in 
the central area of Copenhagen The rates 
tor the traveller are calculated separately 
for each portion of the trip, access to and 
from the vehicle and as occupant of the 
vehicle In addition, the rate foi others 
killed by the vehicle is also shown The 
data show that the risk for an occupant of 
a bas (0.5) is much less than that for the 
occupant of a car (6) Ho we ver, the traveller 
IS subjected to a much higher nsk walking 
loor from the bus (6 5) than that as.sociated 
with the car(2 S).This is prtibably because 
bus asers have to walk longer distances 
than those using cars. Overall, car and bus 
users seem to have a similar nsk in central 
Conenhagen However, (he bus seems to 
he involved in fewer fatalities with other 
road users than the car The bicycle users 
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have the highest risk per tnp. almost Ihrci: 
times that of the hus and car users Tliesc 
ratios would change if the mvHJal shaics 
and vehicle speeds were different in 
Copenhagen It would be fair to expett 
personal vehicle users to use public 
transport only it the safety of pedestrians 
could be ensured. Similarly, to make 
bicycling more popular in Copenhagen, 
bicycle facililics and iialtic inanagemciii 
policies lor bicycli.st.s' safety would have 
to be put in place 

Such detailed data loi Delhi are not 
available. Figure 2 shows the proportion 
ot tups made by diileient iniKles in Delhi 
(OpciationsRc.search( iroup 1994]and the 
distnbutioii ot fatalities by dilfercnt road 
users IMohan and Tiwan [Wl- I-25J. 
'fhese data show that the latio ol fatalities 
to the proportion ol trips is the highest for 
bicycles and the lowest lor buses There 
are no estimates lor the fatalities as.siKia- 
ted with access to the car oi the bus We 
can a.s.sutne that sonic ol the pedestrian 
fatalities would include those who arc bus 
commuters and only a lew who are car 
users ’nK.'iefore. if the access to the hus 
is included in the statistics the proportion 
oi bus commuters getting killed would 
be inorc than the 10 per cent shown in 
Figure 2 It should be noted that a large 
proportion oi the hus commuters arc ki I led 
and injured in the pioccss of entering or 
leaving the bus or wlicn they fail oft a 
moving bus as there are no doors on public 
buses in Delhi These injuries aruJ fatalities 
are frequently reported tn the newspapers 
The higher nsk assiKiatcd with bus travel 
must he acting as a deterrent for private 
vehicle owners to use public transport At 
present 62 per cent ol all motorised inps 
m Delhi are made by buses This share is 
likely todccrease with tiicrea.se in incomes. 
If this share is to he maintained at present 
levels, then the safety of commuter s as bus 
users, bicyclists and pedestrians would 
have to be impiovcd 

Figure 3 shows the pi opoitionof vehicles 
invoivedin road accident fatalities in Delhi. 


Ilicse data show that bu.scs wea' involved 
in .33 per cent ot the fatal crashes in IX'lhi 
in 1098 [Mohan 1999].Thesepropoilions 
am very dif learnt I aim those experienced 
III laigc cities in highly industiialisod 
ci-untries (IIIC) For example, data fiom 
New Yoik City show that in 1904 buses 
wcic involved in only 4 per eciil of fatal 
pedestnan accidents and there wcie no 
other laial accidents with bus involve¬ 
ment [Augustin 19951. These diffeienees 
between New York City and Delhi are 
probably owing to loweroperating speeds 
ol buses, diKii s on buses, better pedesti i an 
lacilitics and lower exposure ol non- 
inotonsed road uscis in New York These 
dataclearly indicate that if publii traiispon 
use has to be paimotcd in nicga-citics like 
Delhi in less indu.stnaliscd countries (LIC) 
much more attention has to be given to 
the impaivement in safety levels ol bus 
commuteis and the non-motoiiscd trans¬ 
port segment ol the load users I'his is 
particularly important because pniniolion 
ot public tiansport u.se can also rc.sult in 
an inciease in the number ol pedestrians 
and bicycle users on city sheets. Unless 
people actually perceive that they arc nut 
inconvenienced OI exposed togieatei nsks 
as bicyclists, pedcstnans and bus com¬ 
muters It will be dll ficull to reduce pnvatc 
vehicle use However, in LIC cities non- 
. motorised modes of transport alieady 
constitute a significant proportion ol all 
hips It will be difficult to increase this 
share of public tiansport and non-molonsed 
modes unless these minles arc made much 
more eonvonicnt and safer. In addition 
disincentives lor using private vehicles 
would also have to be introduced 

Dtmand For BiCYnfcs/NoN-MoioKisi.i> 
Vi HifLES IN Delhi 

Bicyclists constitute an c.stimated 7 per 
cent of all trips made by mechanical modes 
of transport This amounts to one million 
bicycle tups a day in a city ol 9 million 
persons and 2 7 million motonsc'd vehiclc.s. 
Official stalishcs show that the shaic of 


bicycle trips of the total trips has declined 
from 17 per cent in 1981 to 7 per cent in 
1994, however, it is nut certain that absolute 
number of bicyclists has reduced. A large 
number of commuters are still using 
bicycles and other non-motorised modes 
of transport Low-income residents living 
on the outskirts of the city also commute 
across the city to distant work centres and 
in search of employment. Unlike the traffic 
in high income eountnes. bicycles and 
other non-mutonsed vehicles arc present 
in significant numbers on the arterial roads 
and inter-city highways designed foi fast' 
moving uninterrupted flow ot niotonsed 
vehicles 

At present even a subsidised public 
transportation sy.stem is co.st prohibitive 
lor a significant .segment ot the Delhi 
population If we assume a minimum oi 
4 trips per household per day at a cost of 
Rs 4 per tnp (US $ I = Ks 40) lor public 
transportation. a household would need 
to spend a minimum of Rs 320 pci nonth 
tor 20 working days For low-income 
people living on the outskirts of the city, 
the cost per trip may be Rs 8 to Rs 10 
depending on the number ol transfers. On 
an average, a household cannot spend 
more than 10 per cent ol its disposable 
income on transportation. This implies 
that the household monthly income must 
be at least Rs 3,2(X) for use of the public 
transport .system at minimum rates. 
According to ORG 1994 survey, approxi¬ 
mately 28 per cent of the hc'uscholds in 
Delhi have a monthly income of less than 
Rs 2.0{K) Another way of calculating the 
capacity of families to spend on trans¬ 
portation IS tn ha.se it on the current per 
capita income. At current prices the annual 
per capita income in India is Rs 14,400^ 
This works out to Rs 6,0(X) per month for 
a family ol five persons. Owog to the 
skewed income distrihutio* 'n India, the 
65th per centiic of ihp t’f’pulation earns 
the average incony^ • 00 tnps a month 
pet family the‘^‘***y would have Rs 6 per 
tnp. In **fwount would be greater 


1590 


Ecoiiojf^"*' W«kly June 19. 1999 







because of higherincome levels. However, 
65 per cent of the population would have 
less money available for transportation. 
For these people, bicycles or walking is 
the only logical choice. 

In Delhi, 57 per cent of the total trips 
are less than 5 km. This means 4.5 million 
daily trips are lcs.s than 5 km. Thiily per 
cent of bus trips, 44 per cent of scooter/ 
motorcycle trips and 60 per cent of all 
three wheeler taxi trips have lengths of 
less than 5 km Even if S per cent of these 
trips are con verted to bicycle trips, it means 
I. I million additional trips. This would 
not only lead to substantial savings in tuci 
but also drastically reduce air and noise 
pollution. This .shift may create capacity 
for transfer of motor-cycle/scooter or car 
passengers to buses. 

In addition to bicycles, non-motonsed 
nckshaws sue used for delivery of goods 
like furniture, refrigerators, washing 
machines, etc. Semi-skilled workers, 
carpenters, masons, plumbers, postmen, 
and courier services use bicycles Tliere- 
lore, the demand for bicycles and rickshaws 
exists in large numbers at pre.sent and is 
likely to exist in the future al.so Thts 
situation IS not explicitly recognised in 
policy documents and very little attention 
IS given to improving the facilities tor non- 
motonsed modes. 


BirYri.hs, Bus L^nijs and EmcuiNr 
Trafiip H.OW 

A wide vanety of vehicle types (including 
bicycles and human and animal drawn 
vehicles) share the same road space in 
Delhi. All modes ol traffic use the one, 
two and three lane roads all over Delhi. 
Delhi traffic laws do not segregate non- 
motonsed and motorised modes and 
enforcement of speed limits is very limited. 
Motor vehicles (MVs) and non-motorised 
vehicles (NMV<.) have different densities 
at peak traffic hours at dtfferent locations 
of Delhi. 

A study of mid-block conflicts in Delhi 
gives information regarding the u.se of 
road space by different road users PTiwan 
et al 1997* 207-16]. ITie 14 sites studied 
show that maximum mixing of NMVs and 
MVs occurs at bus stops. Their interaction 
with other MVs is minimal at other 
locations. Natural segregation ol slow and 
fast traffic takes place on three and iwd 
lancd roads. On three lane roads. MVsu.se 
the two right lanes and the curbside lane 
is'*^**niostexclu.siveIybyNMVs(traflic 
in India ^oad). 

Since the M. 3 5 

now rates of 

at least 5;®°?*’'‘^]'‘',^„hour [Reploglc 

19981. On three lane loat 
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rates are clo.se to or less than 4,000 pas¬ 
senger car units per hour. This is much 
less than the expected capacity of 3 lane 
roads. The How for these urban locahties 
can be taken as 2.000 passenger car units 
per hour per lane [Indian Road Congress 
1990]. TlKiugh the peak volumes do not 
exceed saturation capacities, we find the 
average speed remains in the range of 14 
to 39 kniib On two lane roads the MV 
flow rates are close to or less than saturation 
values. It IS only on the one lane roads tiiat 
we find flow rates of 726 bicycleti/hr and 
616 PCU/hr Both these values are ap¬ 
proximately onc-third of their re.spective 
saturation capacity values for one lane. 

These observations indicate that on two 
and three lane roads, bicycle traffic will 
always segregate itself into the curbside 
lane even without any direction for the 
same Integration of MV and NMV traffic 
will only take place if the bicycle flow rate 
exceeds 6 ,(X)() bicycles per hour for one 
MV lane or on the other hand if the MV 
flow rate exuvds one lane capacity on two 
lane roads and two lane capacity on three 
lane roads 1 'hough de facto segregation 
takes place on two and three lane roads, 
an unacceptable dangerexists to bicyclists 
because ol coni licts with MVs. At two and 
three lane kKutions, it is a wa.ste of 
resources not to provide a separate bicycle 
lane because one whole MV lane gets used 
by bicycles and other NMVs irrespective 
of bicycle density. 

Since pn manly bicycles and other NMVs 
use the lelt most lane of the road. bu.sc.s 
arc unable to use the designated bus lanes 
and are lorced to slop in the middle lane 
al bus .stops. All mtxlcs of transport move 
in .suh-opttmal conditions in the absence 
of lacilities loi NMVs. This disrupts the 
smooth flow ol iiaflic in all lanes and 
makes bicycling nune hazardous Therc- 
lore, providing a separate bicycle track 
would make moie space available for 
mutorcsed modes and make bicycling less 
hazardous. It is also obvious that in the 
ab.scnce ol segiegated NMV lanes on 
arterial roads, it is not possible to provide 
designated lanes lor buses 

CuNiLK IS ni irwcEN SAmv and 
Envikonmenial Ls.SUfcS 

The above discu*' sion demonstrates that: 

- Non-motonsed modes of transport 
constitute u sigiuricant proportion of all 
trips made in Delhi and arc likely to do 
so in the tuluie 

- Increase in use of public transport 
also results ip an increase in walking/ 
bicycling tnps 

- At pre.scni pedestrians and bicycli.sts 
have a much higher risk per trip of being 


involved in an accident than those using 
cars. 

- It is nut possible to have efficient bus 
tran.sport systems with de.signated 
lanes for bu.ses unless segregated lanes 
aie provided for non-motorised trans¬ 
port. 

Sustainable transportation options rely 
heavily on promotion of public transport 
and non-motonsed modes However, the 
actual policies promoted do not recognise 
the conflicts inherent in some of the 
mca.surcs suggested. The government of 
India in 1997 prepared a White Paper on 
pollution in Delhi [Gol 1997]. Sub¬ 
sequently an Environmental Pollution 
Control Authonty was set up for the city. 
Some of the measures suggested for 
reducing vehicular pollution are given 
below 

- Construction of expressways and 
grade separated intersections. 

- Introduction ol one way streets and 
introduction ol .synchronised signals and 
area traffic control systems. 

- Construction of a metro rail transport 
sy.slem 

- Phasing out ofolderbuses and increase 
in number of buses. 

Effect of expressways, wide roads and 
xrade separated junctions: Construction 
of cxpie.ssways through or around cities 
and grade separated junctions may en¬ 
courage higher speeds, greater use of 
private vehicles and longer tnp lengths. 
Higher speeds always re.sult in an increase 
m the incidence and severity of accidents 
unless very special cuuntcrmeasuics are 
put in placcforcontiol of injuries. Figure 4 
shows the relationship between impact 
speed and probability of death tor a 
pedestrian (Anderson et al 1995* 107-18]. 
The.sc data show that an S-shaped curve 
describes the relationship between car 
impact speed and probability of death for 
a pcdeslnan. This probability of death 
starts iiicrca.sing dramatically at speeds 
greater than 30 km/h and flattens out at 
levels above 95 per cent at 60 km/h. A 
similar relationship would he true for 
bicyclists and motorcyciisu 

Chawla et al report that in impacts with 
heavy vehicles severe injuries can be 
sustained even at velocities lower than 30 
km/h (Chawla et ai 1998:407-24]. Thus 
very small increases in speeds can result 
in large increases in deaths and injuries. 
This incrca.<ie in nsk has the maximum 
effect on pedestrians and bicyclists 
resulting in lower use rates of public 
transport .services. 

Wide roadsandexpressways (especmlly 
elevated sections) and grade separated 
junctions also divide the urban landscape 
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FkiUM. 3 P«oroimc»v uf VEHtcu Tvns Involved in Fatal Road 
A t cmcNn in Delhi (1998) 

(MTW motonsed two-wheelen, TSR' ihree-wheeled scooter taxis) 
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into separate Tones It becomes very 
difficult for people to cross these artencs 
on foot or using other non-motorised 
modes As explained above, this has the 
effect ot discouraging public transport use. 
as all commuters using buses have to entss 
the road at least two times for every round 
trip at the origin orthe destination Elevated 
roads also reduce the attractiveness of 
business and enleilainment activity in their 
vicinity 

Grade separated lunslions have a.siinilar 
effect. The ai ea occ upied by grade separa¬ 
ted mlersections is much greater than 
ordinary interscLtuins HieliKationot bus 
stops at grade scpataled intersections is 
such that commuters have to walk greater 
distances foi changing bus routes This 
can discourage tho.se who own private 
means ot nioU'rised tiansport from using 
public transportation modes In addition, 
because of the tnctcase in walking distance 
and road widths, pedestrians and com¬ 
muters would be exposed to highei ac¬ 
cident risks lliiswouldlurlherdisLOuragc 
use of public transpoi ration by children, 
disabled persons and other vulnerable 
road users 

A grade separated intersection inside 
the city speeds up irattlc at that junction 
and the arrival rate of vehicles at tin.' next 
light controlled junction increases This 
causes greater delays .it junctions on both 
sides, especially during rush hours 
Therefore, it is not ds'ar whether such 
junctions serve a uselul function over a 
network in termsof travel time or reduction 
in pollution At grade separated junctions 
noi.se and exhaust is produced at a greater 
height and spieads ovci a wider area. This 
makes this arca unsuitable for living and 
other community tuiu lions 

Tins IS very well illustrated by the 
environmental impact assessment done lor 
the construction of the inner ring road in 
Guangzhou. China [GMG 1999] This 
inner ring road is a “modem high-speed 
road running around the centie of the city'* 
with a total length ot 26 7 km Elevated 
sections account for 7*^ 8 per cent ot the 


length with design speed ol 60km/h The 
funds invested fur construction were 
loaned by the World Bank A detailed 
cnviionmental protection and monitoiing 
plan ha.s been worked out lor this project 
Some ot the important guidelines arc 
ou'lined hc’low* 

• Iiicroa.se distances between residential 
hou.scs. sensitive areas :uid the nng road 

• Minimum di.stancc between road and 
buildings 20 m 

• I'lrst row ol buildings not suitable lor 
schools, hospitals, etc. These should 
not be within 100 m ol the road 

• Buildings sensitive to vibiations not to 
be within 40 m of the load 

• Stiict cunliols of heavv vehicle use at 
night to provcnl noise pollution 

• .Stnet control ol .speeding by all vehicles 
to limit noise 

• Elevated roads should be rL*duLcd as I ar 
as possible, and doublc-layei or muth- 
layet roads .should nut be adopted 
This shows that any high capacity road 

inside a city inlluences land use around 
It and makes it less people I ncndly Ownei s 
ot residential houses also tend to shilt 
away from such locations The cxpei lencc 
ol large cities in China shows that con¬ 
struction ol such high capacity loads has 
not even improved irallic congestion 
levels. 

Guangzhou. Mas an orbital expressway 
and inner I ing road and a huge number ot 
inteichanges The total number ot 
vehicles is I million However, the 
average speed on north-south and ea.sl- 
west main roads lor 12 his in daytime 
IS I8-->I km/h IGMG 1999] 

Beijing. Has Lon.structcd two img roads 
and the third ring road is in the pruce.ss 
of completion The l ity has ah eady con- 
strULled 119 flyovers and 202 over- 
passi's The total number ot vehicles is 
1.2 million However, the rush hour 
average speed on trunk roads is still 1.1- 
19 km/h IBMEFB 1999]. 

Shanghai' T he road area in Shanghai has 
been mcieased by 42 per cent between 
1991 and 1997 and 400 roads have been 


designated as one-way stroeks. The total 
number of vehicles is 1.3 million. The 
average vehicular speeds inside the 
inner nng mad during rush hours are 16 
km/h rSMG 1999] 

Shenzhen: The city has completed 
construction of 139 km of highways, the 
total number of vehii les is 2,50,000, but 
the ru.sh hour average speed on mam 
roads IS 20 km/li [MGOSC 1999] 

It IS probably this experience of 
developments in Chinese cities that 
prompts Wu (ministiy of construction) 
and Li (China Academy of Urban Planning 
and Design) to comment. 

In the past live years, the input to road 
mtiastructurc in the large cities has been 
doubled Almost all the large city 
authonties believe that the situation of 
tnilfic congestion may be alleviated through 
road construction But to date, we are 
still short ol rational study which verifies 
the rcldlionship between road infrastruclure 
and traffic volume oi the ownership ol 
motoi vehicles. The iraffii vclume 
introduced with road construction may 
again increase vehicle emission and cause 
new tialfic congestion, multiplying all the 
pollutants So there wouid ht no direct 
cau\e-aitd-effect relationship among 
tnjrasiiutiure lonsliuclum, pollution 
pieveniion and environmentalprolectwn 
[Wn and Li 1999; emphasis added] 

Wu and Li's data show that though the 
number of public transit vehicles increased 
mall ol the 12 large cities studied in China 
between 1993 and 1997, the total pumber 
ot passengers using public transport 
decreased in 8 of (hem. Bicycle use has 
akso reduced in cities like Beijing. 
Shanghai. Shenzhen. Zhuhai. Xiamen 
and Guangzhou This could be because 
bicycle u,se is being restricted on the major 
roads in some of these cities in order to 
promote ‘snuxither’ motor-vehicle move¬ 
ment. This decrease m public transport 
use can be the unintended effect of the 
building ol high capar^y roads in the city 
which increase r>** 1° pedestrians and 
bicycle useis a"^*''‘-"9urage private motor 
vehicle u**" 
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A study on relationships between road 
capacity and induced vehicle travel by 
Noland concludes that induced travel 
demand is a likely outcome oi capacity 
expansion and that over time, the induced 
demand effect becomes somewhat more 
wimportant, relative toollierfactors affecting 
growth fNolandf 999] This is particularly 
true for urban areas. Similar views are 
expressed in a report from UK prepared 
by the Standing Advisory Committee on 
Trunk Road Assessment [SACnt A1994]. 
The committee found ihai “induced traffic 
can and does occur, probably quite exten¬ 
sively, though its si/c and .significance 
IS likely to vary widely in different 
circumstances’* The SACTRA report 
found that induced traffic is of ‘gioalcst 
importance' under certain circumstances 
The.sc include “where trips aic .supprc.s.scd 
by congestion and then released when the 
network IS improved" The report clarified 
that “in urban areas where there are many 
alternative destinations, modes and 
activities, induced traffic may be an 
appreciable consequence of major road 
, building schemes ... It will simply not be 
' possible to cater lor future, unrestrained 
demand for travel b> pnvale vehicles. 
Demand management measures and 
public transport policies arc likely to form 
part of an overall transport .strategy aimed 
at containing the demand for travel by 
road within the capacity of the road 
system." 

An analysis of the relationship between 
highway expansion and congestion in 
metropolitan areas based on tlie IS-Year 
Texas Transportation Institute (TTl) m 
the US shows simitar results. Analysis of 
TTI’s data for 70 metro areas over IS 
yeat s. shows that metro areas that invested 
heavily in rood capacity expansion fared 
no better in easing congestion than metro 
areas that did not. Trends in congestion 
show that areas that exhibited greater 
growth in lane capacity spcni roughly 
$22 billion more on road con.struction 
than tho.se that didn't yet ended up with 
slightly higher congc.stion costs per 
person, wasted fuel, and travel delay 
[STPP 199H] 


These experiences from veiy dillcrcm 
locations suggest that construction ol inon 
high capacity roads can have the ua 
intended effect of reductions in publii 
transport and bicycle use without increas' 
ing vehicle .speeds or reducing congestiot 
on city ro«*s. Redudioiis in bus and bicyck 
use wtwid re.«H ^ higher pollution level! 
and possible inciu^ ^^ iralTic congestion 

No detailed Studies- 

understand the ctlect 

roaduserbehaviourmcilieSt.,^^.^^^^^ 
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countries. It is possible that in these 
countries the construction of high capacity 
roads at the expense ol facilities lor public 
transport and m>n-motorised traffic may 
moke things worse for every one. These 
effects could include higher incidence of 
cupgestion toi motorised trallic, higher 
accident risk lor iiun-inotonsed traffic and 
reductions in public transport and non- 
molonscd tratin 

Effect of one wu\ si reels ami area traffic 
control systems The proposals for 
streamlining tralfn. by the introduction of 
area tiaffic coniiol sy.stem.s and one way 
streets mu.st be reviewed very carefully 
Area traffic coiurol sy.stems have been 
introduced in (iuang/hou and Beijing but 
there is no tlear evidence regarding the 
alleviation ol congest ion. An international 
review of the perfotmance of advanced 
traffic control s>stems (ATCS) concludes 
that “ATCS may have .shown promising 
results III computer simulatton.s under 
controlled en viionnicril but they have failed 
to produce results under actual traffic 
conditions Tin heterogeneous nature of 
traffic in Indian cities is not modelled in 
the existing ATCS and therefore, their 
success IS highly suspect” (Saraf 1998: 
I4.V I.SO] TheevaluaiionsdoneinCanada, 
UK and USA .show improvements in 
ovciall tialfk flow of 2 per ccnt-IO per 
cent in .some ca.scs and a degrading by 2 
per cent - 12 per cent during peak hours 
in otheis 

One of ihe reasons why ATCS do not 
improve tratlic How conditions dunng 
peak liouis IS that the sensors in the loads 
ate saturated most ol Ihe lime and so the 
lights function on a lixed time mode. If 
there IS a continuous arrival i>l vehicles 
at all limbs ol the intersection tlicn the 
sensors cannot give pnonty to any group 
In central business distncls ol large cities 
most ma|or intersections would nut have 
any limb where there arc no vehicles 
waiting toi a gieen signal Since the 
detectors would be placed over 4-6 car 
lengths they wouhl he saturated niu.st ol 
the lime Therelote. ATCS would iinpruvr 
tiaflic How only dunng oil-peak hours 
and on those iiiterseciioiis where ilierc is 
very little trallic How in one diicction. 
Typically 3(M0ol thcbusiesl inleisectiuns 
are selected toi miroduclion ol ATCS in 
megucities ol Amu As explained above, 
the.se are precisely the locations where the 
ATCS would not .'unction any better than 
properly progi.>mmed lixcd time irafllc 
light lontiolleis In any case, tlie number 
ol I ntei sections selected typical ly eoiiipn sc 
less than 10 pei cent ol the total number 
ol intersections in a inegaciiy This diH’s 
not really help solve the problem ol 
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congestion and pollution significantly. It 
would be much more cost effective to 
install well programmed fixed time traffic 
light controllers rather than wasting 
resources on ATCS. However, when traffic 
lights are co-ordinated tor smooth traffic 
flow, care has to be taken that road users 
are not encouraged to increase speeds over 
SO km/h on arterial roads. If this is not 
done there is a possibility of increase in 
the number of accidents. 

Introduction of one way streets should 
be done only when ah.solutcly necessary 
One way streets have the effect of 
increasing travel distances and hence fuel 
consumption as people cannot use the 
shortest routes between origin and 
destination. Inflirence of one way streets 
on induced demand for motorised travel 
IS also not .studied in detail. The city of 
Shanghai has made 400 streets one way, 
hut the congestion levels remain high 
(SMG 1999] It bicycle nders are also 
forced to obey the one way regulations 
then II would discourage bicycle use 
because of incrca.se in tnp lengths. When 
one way streets arc designed special care 
has to be taken that free turns are not 
allowed, otl^rwise it becomes impossible 
for pedestrians to find a safe periixi to 
cross Ihe road. On 4 and 6 lane one way 
roads it would be e.ssential to provide 
pedestrian refuges in the centre of the road 
at intersections to easure safety. 

Metro rail systems Construction of 
metro rail systems is considered an 
imptirtant counter measure for reduction 
in congestion and pollution. AliiKist all 
mega cities in Asia have plans to construct 
such systems. However, the cost 
effectiveness of such projects in low- 
intomc countries is very doubtful. Two 
major studies done to understand the 
pcriormance of metro rail systems by the 
World Bank and the Transport Research 
Laboratory (UK) make the following 
conclusions' 

ll IS difficult to establish Ihe impact of 
metros on traffic congestion, in isolation 
trumoihcrtaciois However.ihoeappears 
lobeimpdctin lOofthe 12 cities for which 
I n formation exists In one of the remaining 
two, .Sao Paulo, the impact was short lived, 
while time will tell whether this is also the 
case in Manila. The generdi conclusion is 
that contrary to expectations metros do not 
appear to i^ucc lidlltc congestion The 
passengers arc mostly captured from the 
buses, but the reduction in bus traffic is 
nut proportional and icpre.scnts only a 
small part ol the total traffic The relief 
to traffic congestion is short lived because 
pnvate traffic rapidly grows In utilise the 
released road capacity There has been 
very little .shift from car use In most 
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cities in most developing countnes it will 
not be possible to justify metros 
rationally . In these cities we have sought 
to direct attention to their priorities and 
actions to improve the bus and paratransit 
system which will result in achievable 
improvements [Allport and Thomson 
1990], 

Several developed countries^ have 
industnes for metro systems facing lack 
ot demand at home Part of their foreign 
policy IS to make soft loans to suppoit 
these industnes At the same time in the 
developing countries governments arc 
interested because.! I) a large construction 
project will bniig jobs, ( 2 ) a nK'iro system 
seems modern, and i3) because the cost 
will not be home until the project has been 
built; even then the tiiiacmg may be about 
3 per cent A reason not to in vest, financial 
discipline is otten not regarded as 
imponant. There was money to be made, 
prestige and political power to be won . 
Short-term and long-term motivations lay 
behind the construction of the metro 
Firstly, there was the desire to immediately 
improve polilic<il foituncs. In the longer 
term there was a dcsitc to but Id a monument 
to tho.se holding ol ticc at that time [Ridley 
1995J 

The experience from (’hinese cities 
supports the conclusions that building 
metro systems docs nut necessai ily reduce 
congestion and dccica.se private tianspoit 
use Tlie metro system in Beijiiig takes 
only 11 per cent of the public pas.sc'nger 
transport volume and a report liom Bcifing 
states that “As the advaiKcd track transport 
system ts enormously expensive and 
requires long construe tioii |x;i lod, it cannot 
he taken as immediate solution” [BMhi'B 
1999] .Shanghai has built a 22 4 km nictro 
line which carnes only I per cent of the 
total number of passengers in the city 
[SMG 1999] The number ol public transit 
vehicle equivalents increased by 91 pet 
cent between 1993 and 1997 but the total 
number ol passengers carried decreased 
by 33 percent in the same period | Wu and 
Li 1999). Guang/.liou has finished 
con.struction of a mclio line but details ot 
change in suiface traffic arc not available 
Thccityhasincieascduvailabililyot public 
transport standard vehicle equivalents by 
97 percent but total numivrof passengers 
earned has increased by 62 per cent only 
(Wu and Li 1999] In light ot this 
experience Wu and Li conclude 

Although the central government isaciivcly 
promoting the Chinese built uiidergiound 
carriages and equipment, the cost ol 
construction and operation for metro is 
still too high to hear for most c ilies Urban 
rail trans|K>rt is vital to the megacities like 
Beijing. Sh.ii>ghai, Gunag/hou andTin.ijiii 


But lor other cities or even the outer areas 
of the upper mentioned cities, alternatives 
sliould be considered including bus-only 
lanes, improved trams, elevated or ground 
lails and subuiban rails . As a matter ot 
1 .U i, Ihc alicudy built metros m somccilics 
have not become a means ot commuter lor 
the middle or low income class The 
praciic-c in developed countries showthai 
ihr development ol public and rail tran->pt>rt 
iiscil docs not ncccs.sanly block Ilie process 
ol iiiiiioiisation or reduce the number of 
motor vehicles Nordoesitalleviatcliairic 
Loiigesiion Ttius It cannot luiidamcnially 
iinpiove iraltic contamination” (Wu and 
1,1 1999) 

('onsituclion ol a nictro rail system and 
iiKicMsc III number ot bases would also 
incrcasi. the number of access trips by 
walkingandbicyclmg High-densitymclto 
coiiiilois incicase (he picsc'iice ol 
pcdc' 'I lans on the surface I'liis can icsult 
III highci accident rates il special mca' uics 
toi tiallic calming, speed rcduclioii, and 
piovision ot bcttci facilities toi bicycles 
iiiul pcdcstiians weic not put in place in 
paialici Tlicrclorc, there is no evidence 
that ilic constiuclion ol a metro rail system 
on ils own would icsult in the leduction 
oil oiigcstion. pollution or road accidents 
It IS impoilani the alteiiiative lowei cost 
methods oi iiansporlalion be explored 
much moie seiiously 
The cx|K‘iience ot designing and tunning 
a high vapucily bus system in the city of 
C'uiiiiba in Bru/il gives us a \eiy good 
example ot what is possible in planning 
public lianspoi i.ttion systems at a tiaclion 
ol the cost (5 |K-i vcnt- lUpei cent) involved 
lor nictio lines |('cncviva 1999). .Special 
bus .iiid bus Mop designs have been 
developed in ruiitiba to m.ikc access to 
buses easioi, satei and lastei This is 
combined with provision ot segiegalcd 
bus l.ines whcic nccessaiy. tiallic light 
pnoiity tor buses and moving buses in 


platoon.*!. A specially designed bus system 
of this sort can carry up to 25,000 - 30,000 
passengers in one hour in each direction. 
Since Mich systems can be put in place at 
a traction of the cost of metro systems 
without digging or building elevated 
sections, they can be introduced on all 
major corridors of a city. Since the total 
number of lines so built would be many 
mote than the high cost metro system, the 
total capacity of this system would also 
exceed that of a limited metro rail network. 
An intelligent mix of cicctnc trolley buses 
and other buses running on diesel and 
alternate cleaner fuels could take care of 
pollution issues. The availability of modem 
computer networks, communication 
systems and intelligent transport 
technology hold great promi.se tor making 
high capacity bus systems even mure 
el I icient and ascr Iriendty. Even the highly 
industrialised countries did not have these 
options available to them in the past 
dec ados and so very little serious reseaich 
and development work has been done to 
opiiimse dc.signs lor megacities in low- 
income countnes Any investment in this 
diicciion sliould be higlily profitable. 

/’/tromg out oj older buses Phasing out 
ot older buses cun n*sult in higher operating 
expensc'i and increase in user costs. A 
study tium Delhi shows that 3 per cent 
ol the c tty bus service passengci sown cars 
and IK per cent own scootets and 
motorcycles [RITE.S 1998] About 11 per 
cent ot the bus users in Delhi travel by 
private chartered buses that assure them 
oi a silting place in return lor monthly 
contract tickets These bus u.sers are on an 
average have higher incomes than those 
using the city bus service and 11 per cent 
ol them own cars and 44 per cent own 
moioicycles and scooters At picsent the 
avetage cost lot these commuters is about 
Rupees 7 (US$ 0 18) per trip. This cost 
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i$ close to the marginal cost ot running 
a motorcycle for 10 km. Therefore, it is 
possible that an increase in lare prices 
might result in many commuters reverting 
to use of personal modes This would be 
particularly true lorthosc whoown scooters 
'and motorcycles, as the running cost fur 
these vehicles is relatively low Higher use 
of these vehicles can offset the environ¬ 
mental advantage of using less polluting 
buses. Figure 2 shows i liat use ol motonsed 
two-wheelers have a very high nsk of 
accidents assiKiatcd with them. It is 
possible that pha.sing out of older bu.scs 
or increasing the cost orhu.ses due to other 
reasons can result in incieased pollution 
and accident rales unless the willingness 
of cumniulers to pay higher co'-ts is 
carefully analy.scd. Such policies may be 
successful only il bus'use costs remain 
reasonable and the u.sc of personal vehicles 
IS pcreeived to be very inconveiiicnt If the 
co.st of cleaner buses is found to be such 
that the lare, whahean he lecovoied from 
pasvmgers, is not adequate lor running the 
bus system, then methods have to found 
tor raising adequate funds lioni the 
population ot the city concerned. 

Pollution control strategies cannot he 
.successful in isolation and can have 
unintended effects in woi selling the health 
of people by an increase in iiijuiies and 
deaths When these policies do not lesult 
in an appreciable en\ iionniental henciit 
there can be an oveiall deteiiorution in 
health indices Technological solutions 
based on improving tucis. engines and 
vehicles must he accompanied by 
improvements in toad cioss sections and 
providing segregated taeililies tor non- 
inotuns(\l transport The next .section gives 
a summary ot a plan piepared tor Delhi 
tor providing segregated bicycle lanes and 
designated bus ways on all arteiial roads 
of the city. 

Planninc, for Bicvt lf.s ani> 

NuN-MoniKisi D Vi iiici i s in Ui i hi 

A detailed study completed in Delhi, 
India, shows how existing roads can be 
ledcsigned within the given tight ol way 
(ROW) to provide for an exclusive lane 
tor NMT modes (bicycles and three 
wheeled rickshaws) |Tiwari 1999] The 
bicycle/non-motoiiscd vehicle plan has 
been developed tor Delhi to fulfill the 
following objectives- (1) Traffic flow ol 
all vehicles using that corridor .should 
improve, '2) Numbet ol accidents invol¬ 
ving bicyclisi. should I educe; (3) Potential 
bicyclists shoulci^ encouiagcd to use 
bicycles 

rhcproposcHl plans 

three levels ot bicycle I act *'^a.s follows. 


(I) Net WOI k route planning; (2) Road sec¬ 
tion planning, (3) Intersection planning. 

Netwaikioutcplanning'. Detailed origin 
destination analysisot bicycle users shows 
that there is u need tui acontinuous network 
lor bicych.sts coveting tlic whole ot Delhi. 
This IS because ihurc are no areas where 
they are not present Since a majority of 
the bicyclists aic captive riders who are 
daily coniinuteis (with no other minJe 
choice owing to ixonomic compulsions) 
the pioposcd network must enable diicct 
and sale hicycle-liavcl within a c-oheteni 
system The proposed routes must 
guaranlcre minimum trip lengths (direct¬ 
ness) and minmiise the number ol en- 
counteis between cyclists and motor- 
vehicles (saleiv) 

Tlie ROW ol existing uilcrial roads in 
Dullii laiiges I'oin (U in to 90 m. All these 
roads need to he developed as an integral 
part ol the hkjcle network Routes with 
the highest (expei n-d) use graduate to the 
Ihtough routes ot the plan. But volume 
docs not have lo he the only criterion on 
the basis ol wliivh a route is designated 
an element ol il le in.iin network. To achieve 
a iccogtiisahle and coherent structure and 
to avoid discontinuities means that less 
intensively used i outes have to bo included 
in tlic mum iieiuoik Tlic same con- 
sideiaiions .ippl> with ihe joining ol the 
designed netwoik lo the main loutes ol 
othei cycling networks, especially on the 
outskiiisol an uihan aieattninsition inside/ 
outside huill up area) The piinciplc ot 
continuity r nioie iinportaiit h<‘re than that 
ot (limit ot) volume 

The development process can he 
prioiilised to meet the three ob)cciivcs ol 
Ihe bicycle maslei plan The bicycle 
netwoik should he developed in ihe 
lollowiiig phases 

Phase I. The louies which have heavy 
hieyde lialtic \haiing (he road s|)ace with 
oihc't ii.ittic should he developed in the 
lit.si phase because this would result in 
impioviiig How ol hieyclos as well as 
public transport buses and motonsed 
private nuules which are atlecied by Ihe 
piesencc ol bu yeleson the same can lago- 
way This will covei 9{) km ol load length. 

Phase 11 Routes which should be 
developed in ihe second phase' are the 
major artcnals which carry MV traltic at 
speeds of SO kin^h hul were not included 
in phase I In non peak hours and at night 
when the visihiliiv poor, bicyclists are 
exposed to a hi...h risk ot total aec'idcnl.s 
on these roads. tlK'ieioie a well-designed 
netwoik will ensuie saiety of bicyclists on 
these loutes Plcise U includes tout radials 
and twunng load^ in the city The netwoi k 
length covered la ihis phase is 27ft km 
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Phase 10: Remaining roads with al least 
30 m ROW will he developed as a part 
ol bicycle network level plan in lhispha.se. 

Phase tV: In the fourth phase bicycle 
ixHitcs arc proposed through parks and 
green bells. This would primarily be 
additional network capacity tor bicyclists. 

Detailed designs lor road cross sections 
and intenscctiuns have been picparc*d on 
the basis ot following criteria 

1 Physically segregated bicycle tracks 
on mutes which have >30m ROW 

2 Recommended lane width forMVson 
mam caniagcway 3m (minimum) 

3 Recommended lane width fur buses 
3 3 III (minimum) 

4 Recommended lane width for bicycles 
2 S m (minimum) 

.1 Separate service lane and footpath. 

ft Inleiseetion iiiodtlication to include 
Ihe lollowing 

No lice Iclt turns lor MVs 

Modiiication ui tiulfic signal cycles 

Rojd.sidc lumilureu>en.surc safe bicycle 
moveiiH'nl and minimise iiitcrtcrciK:e from 
motoii.sed I wo wheelers 

Capacity estimates ul the new cross- 
sections shows three to tour fold increase 
in number of passengers travelling Ihtough 
the same corridor The new cress sections 
al.so lesult in enhamed ctficiuncy ot the 
public tiansport buses that can he given 
the cuibsidc lane or central (wu lanes tor 
hu.scs as per the site demand Physically 
segregated lanes also tmpiove salcty of 
the vulnerable mad users by reducing the 
contlicls between motonsed and non- 
molorisi'd modes 

Pi anninii KIR III M Hill k Transi-hki 

Buses and non-motorised modes ol 
trunspoit will leinain the h>iLkbone oj 
mohilily in l.K' mega cities Bus use has 
toivc incieasc'd wiihoul ineieasing pollution 
or the I ale ol mad accidents This would 
be possible only 11 the lollowing conditn ms 
are niei 

Public transport- (I) The cost etteclive- 
ncss ol metm rail systems he evaluated 
very carelully Cuiieni evidence suggests 
tiial metro rail systems, espi'ciallv the 
construction ot two or three lines at great 
(ost, do not help in reduction of private 
vehicle use, congestion oi pollution. 

(2) Design and (levciopmcnt of modern 
and sophisiicaied high capacity bus systeias 
be given pnoiity in mcgacitics ol Asia. 

(31 Intinductioii oi bus engine and 
Irunsmission technologies that ensurecican 
burning and cilicieni combusiion at the 
passenger loads and driving cycles 
expel ieneed in Asian megacitics 

(4) Safe entry and exit procedures for 
bus passengers. This would include all 
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blues to be equipped with closing doors, 
low floors, and appropriately designed 
bus stands 

(SI Operation of buses at safe speeds. 
This will require setting of realistic trip 
times and installation of .speed limiting 
devices in buses. 

(6) Bus .stop locations that ensure route 
changes arc convenient and safe for 
commuters. 

(7) Development of .safer bus front 
designs and standards Since a significant 
proportion of road user fatalities involve 
busc.s in low income countnes, it would 
be very important to develop such designs 
Particularly in view of the fact that incrca-scs 
in bus numbers can mean an increa.se in 
conflict between them andotherroad users 
Recent studies suggest that such designs 
are technically feasible 

Segregated lanei fot nnn-motnnsed 
tiansport and safer pedestrian fucilitiey 
{ I) Urban and road design charactenstics 
that ensure the safety oi pedestrians and 
bicyclists. (2) Provision of segregated 
bicycle laneson all arterial roads. (3) Wider 
use of traffic calming techniques, keeping 
peak vehicle speeds below 50 km/h on 
arterial roads and V) km/h on residen¬ 
tial streets and shopping areas, (4) Con¬ 
venient .street crossing tacilities for 
pedestrians 

The above recommendations have to be 
considered in an overall context where 
safety and cnviionmciital research efforts 
are not conducted in complete isolation 
We have to move toward adoption and 
implementation ot schemes that remain at 
a human scale and improve all aspects of 
human health The authors of a report on 
integration of strategies for safety and 
environment published by the OECD 
suggest the tollowing guidelines for policy 
makers (OECD- l‘)97J- 

Ask leading questions about safety and 
environmental goals at the conceptual stage 
of the protect and look beyond the 
immediate boundarie.s of the scheme 

The salcty and environmental con¬ 
sequences of changes in ti ansport and land 
use should be made more explicit in 
technical and public .xsscssments 

There should be simultaneous consider¬ 
ation ot safety and environmental issues 
bv involving all concerned agencies 

(This paper was prcpaied for iheWuppcrial 
Institute. Ck'iiiianyl 
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What Manner of Teacher 

Some Lessons from Madhya Pradesh 

Rashmi Sharma 

Based on a case study of the ‘Shiksha Karmi Sr heme' of Madhya Pradesh which aimed to transtorm the 
school teacher, this paper argues that the iiansformatum of the teacher may he much mote an issue of 
his/her working eonditions, i e. motivation, skill development, school atmosphere, iiu entive system, supervision, 
etc, than recruitment policies. Despite transferring the administration oj schools to the panchayats, the scheme 
has failed to generate in parents and the pant havais an active demand in terms of supervising and .supporting 
the school, taking an interest in the teaching lenining proce.ss and thinking about educational rssues. This 
relative passivity of parents and panchayatt, de\pite decentralisation and communitv control of schools, 
do not augur significant change for the school \y.stem and the teacher wv yet 


THIS paper traces and analyses a policy 
to transform the primary school teacher 
It looks at the complex interplay of govern¬ 
ment policies, tittr political process, in.sti- 
tulional stnictuies and socio-economic 
context with the functioning of thepnmaiy 
school teacher I'hc central question 
addressed is what is the light answer, or 
the right sort o( teacher, in view of the 
nature o( the community, the .state and it.s 
institutions'' It begins by desenbing the 
ptoces.s ot policy tomiulation and imple¬ 
mentation at ihc .state level It then moves 
on to examine in detail what actually 
happcnedin lOschoolsol Madhya Prade.sh 
as a lesult of these activitie.s. 

An underlying premise in the discus¬ 
sion IS that giKxl teachers are not hoin but 
can be created or can be lacilitatcd in 
creating themselves In other words, the 
opportunities and .signals piovided by the 
system alfect Ihc teacher's performance 
I'hc question that ai ises is, how can a more 
etfcctivc teacher emerge'' Further, what 
can the .system do to encourage the pi ck ess'' 
The paper uses the Madhya Piadesh 
experience lot some answers. 

Tnfc Troiibixs of a Schooi, System 

Between 1988 and 1993. recruitment of 
primary school teachers came to a stand 
still in Madhya Pradesh. The process 
invanably led disappoin'cd candidates to 
.seek legal redies.sal, and extensive litigation 
ultimately resulted in a complete halt of 
all such attempts In the meanwhile, 
teachers continued to retire, creating 
vdcanues which could not be filled up. 
In 19‘)4 out of 1.77 lakh sanctioned posts 
of primary school teachers' more than 
17.00(» »erevacant.adebihtating depletion 
of the alrcirjy spai.se staff available in 
govcmmcni sc>rio|j; 

The problem 

one but several aspe’s. difficulty 
began with the vity ‘^“"‘•^lisation of 


a.school in lolaliun totheresidential pattern 
of the populaiiiin though primary schcxils 
have five gidiles, one teacher's posi is 
sanctioned hn every 40 students Con¬ 
sequently. It a .clKxii caters to a large 
student population, i c. in towns and large 
villages, It has tivc or more teachers who 
can teach one cl.iss at a time But all ovci 
Ihc sparsely populated tnbal bell in tlic 
state, the villages aic tiny and the number 
ot .students .s«i tew that an average .schrxil 
IS sanctioned only two or three teachers, 
leading to what is known as ‘niultigiade 
teaching', le. a tcachei teaching (ot 
attempting to teach) more than one class 
at a time, a leal, even if possible can dilute 
significantly the quality of the teaching- 
learning piocess By making multigtadc 
teaching tlie nmni in tiny schools, the 
tribal population of the state, which has 
the lowest literal y late among all gioups 
and lives in its tiny hamlets spread over 
forested areas, is at a 'natural' dis¬ 
advantage Vacant posts in this context 
further ciipple the school If one out ot 
two siinc tinned posts is vacant, a single 
teacher manages live classes, a situation 
not conducive to academic quality 
Till 1993, primary .schixil teachers were 
recruited fot a paibcular distncl by the 
deputy director ol education Typically, 
when the deputy director advertised posts, 
there would be a barrage of applications 
The 100.4 qualified candidates, who were 
usually selected, were invariably from 
cities In many tiihal distncLs the whole 
qualified bunch vercoutsidcrsfromnearby 
towns Once the teachers were appointed, 
they could he posted to any school in the 
distnet. Not '.iiipiisingly, teachers who 
belonged tocitics would move heaven and 
earth to stay m urban centres and be 
miserable il they were po.sted in far flung 
rural areas. Boin and bred in towns, they 
were ditcsatislu'd with the limitations v>l 
rural life. Tiny (uuld not find suitable 


hou.se.s to live in A teacher with children 
wlui were going to high schcail dreaded 
posting III a village that had only a primary 
or middle school Consequently, there was 
continuous pressure from the teachers to 
be posted in urban schools, to which the 
autliorities often succumbed 
An outuiiiK' ol this pre.s.sure was a system 
of 'attachment' which meant that a teacher 
could work in an urban .school even if 
theic wen no vacancies For example, 
suppose school A, an urhaii schtxil, had 
live po.st.s ot teachers and school B, a 
schiHil in a small tribal village, had two 
posts. One teacher from schtxil B could 
simply Iv ‘attached’ to .school A This 
teacher would draw his salary from school 
B but work m school A The net re.sult was 
that schiHil A would have an excess of 
teachers, while scIhk)I B would have t(x> 
lew, a situation extremely unfair on the 
students of .schiKil B Sometimes teachers 
posted in far Hung areas weic attached to 
nioi e developed regions This posting and 
attachment piohicm was a .symptom of 
the basic ditlicuUy of getting qualified 
personnel to work in les.s developed areas, 
where they arc needed most. 

Notably, the logic underlying ccmralised 
recruitment to loim a pool of employees 
who can be po.sted in .several places i.s that 
better qualified personnel than would be 
available locally can be rec ruited More¬ 
over. It ha.s often been argued that transfers 
ciisuie that einployc'c.s do not develop 
‘ve.stcd’ interests in a particular village/ 
area A common argument that locally 
recruited teachers would remain distracted 
fmm their teaching duties is prevalent. 
The typical vision was of a local village 
teacher wHb prelcircd tending to his land 
than teaciimg schcxil 
When j less resourcelul teacher was 
po'ted to a remote area, he or she could 
lake advantage ot its pool communication 
and lack of supervisitvn. Many teachers 
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Loniinucd to stay in towns and ostensibly 
made daily tnps to the school But often 
the teacher would come late and leave 
catly, or simply not turn up A favounte 
ploy was to keep an undated application 
for leave at the school with a colleague, 
who would lill in the correct date it a 
supcrvi,sor happened to come by. It all the 
teachers ol a sc IkxiI co-operated, they could 
reduce their working days si/eably. Yet 
another ploy was to ‘sublet’ the job. i c, 
a teacher could employ someone else, most 
olien a local resident, to do the leaching 
at halt or less ol his salary. In general, it 
could be argued that the urban educated 
teachers were drawing their salary from 
the money allotted to rural schixils, but 
were rately actually contributing signi- 
ticantly 

The supei vision ol schools too lelt much 
to be desned. specially in lural areas and 
inhal bells Indet'd. theie arc genuine 
obstacles in supei vising poorly connected 
areas 1 .ack ol tran.sport and long travelling 
time make niimitoi mg .1 tough propn.sition 
However, there \seie also instances when 
the .supervisors knew what was going on 
and wcie happv to ai i epi a ‘cut' Irom the 
teacher’s paycheck toi contusing 

Nl-W Tl M III R 

I'nim necembei I‘)9t onwaid^ there 
was lenuwed locus on piimary education 
in Madhya Pradesh Dui ing thi s pei lod the 
govenuneni began to pi • >s ide midday meals 
as part ol a centially spoiisoied scheme 


Concurrently, there were major initiatives 
to improve educational facilities and bring 
about pedagogic reform. Schools were 
provided with new teaching aids, better 
tcxthiKiks and teachers were trained on an 
unprecedented scale. Simultaneously, the 
government decided to strengthen the 
ihiee-tier panchayat system. In June 1994 
panchayats at three levels. 1 e, the 7illa 
p<inchayat at the distnct level, the jatipad 
p,inchayat at the block level and the gram 
p.inchayat at the village level came into 
hi-ingaitci elections Consequently, many 
admini.strativc powers devolved from the 
stale govemmcni to the panchayats 
I'he impact ol democratic dcceiitralis- 
.it 11 in w.is tremendous on the .school sy.stem. 
as the lanpad and gram panchayats were 
given administrative control of primary 
SI iiools It was argued that the panchayats. 
heiausc they were local elected hodics 
lepiescntmg the people, would protect the 
community's interc.sts and monitor the 
sc hool system more effectively Thnmgh 
the panchayat, the school would he con 
tl I tiled by the community and people wou Id 
lie .ihle to participate in the pioccss ol 
ediiL.iting their children Decentralisation 
W.IS also expected to make the system 
moie cltuicnt and reduce teacher 
vac.inc'ic's In the cities, the control of 
schools vested with the municipal bodies 
In this wider context of democratic 
decentralisation and new progi Jinnies for 
primary schcxil education, there was a 
metamorphosis of ’the teacher’ into the 


’ shiksha karmi’. In practical terms, radical 
changes came about in the working 
conditions and recruitment policy of 
teachers. The main features of the new 
policy (referred to as the ‘.shilcsha karmi 
policy*)' were: 

The primary school teacher was placed 
firmly under the control of the panchayats 
The janpad panchayat could Iransier 
existing .school teachers and would hire 
all new ones, and teachers became 
employees of the janpad panchayat, not 
the .state government The sarpanch of the 
gram panchayat would also verity the 
teacher's attcndcncc ‘ 

'fhe scheme sought to replace all pnmaty 
si'hcKil teachers by ’shiksha karmis' over 
time Shiksha karmis grade 1.2 and 3 were 
appointed to replace the higher secondary 
middle and pninaiy si'htxil teachers re.s- 
pcclively Shiksha karmis would now be 
lured in place of all retiring teacheis and 
the existing cadre ol teacheis was often 
releried to as a ’dying cadre’ 

For the shiksha katmi grade I who 
lepliX'ed the ’ as.sistant teachci ’ of the taiighi 
pninaiy school, thegi am panchayat would 
invtte applications lot existing vacancies 
by bc’ating of drums, make a panel of 
suitable persons and recommend it to tlx* 
laiipad panchayat. which had the authority 
to issue appointment ordcis 
Unlike the erstwhile .school teacheis, 
shiksha kaiinis did not form a Itanslciable 
pool, but wetc appointed to a particular 
schcKil 


Iahu a Tilt OiNTixi 01 nil .Siiimi 

(N/> of \ihoot\ =■ Jtif 


SchiHil 

N.iluix- Ilf ,uiM <ind Illation 

Population 

Pcrcciilage 

Peiceniage 

Insiiiiitiuns in (he Village 

Nil 



of SC 

ol ST 




(Poi Milages oiilv) 


1 

I 

1 

4 

S 

6 

i 

A small village in two p.irls riie schiml is locale'll in a part 




1 he Milage is a pane h.iydt head quarter 


inhahileil bv tnbals 22 kill iniin Itic stale capiMl, tiavel 




but has no imddic or higher sccondaiy 


by kaicha iciaci ol X S l.in nceileil lo ruacli village 

1084 

8 1 

64 0 

school 

II 

A small vill.ige 10 kin Irom a preiinininanlly tubal liisiricl 




Ii has no middle schixil, and die panchayat 


need qUiUtei 1 S km k.u.hiha iimiI has lo he liavellcd to 
ic<icli die Milage 

478 

lO.X 

24 0 

head qu.irtcr is 4 km away 

III 

A small Milage 1km tiom a predoiiiinaiitly tiihal disitict 




II has no middle school, but is a panchayat 


heaclc|uartei 1 km kaoheha mad has to be liave'led 
lo reach the village 

671 

29 7 


head quartei 

IV 
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39 S 
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V 
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2689 

13 2 


It IS a panchayat head quarter and has a 
middle and higher scx’onitary schemis 

VI 

A village 27 kin horn a mapir city, ronneeled hv pucca road 

1007 

44 I 


II IS a panchayat head quactea’ and has a 
middle sellout 

VII 

Distocl lie.ul quarter c'f a primarily inhal disliict. schuol 
located m an area inhahilcil by Muslims who clean the .area 

NA* 

NA 

NA 
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The shiksha kannis did not rajoy secunty 
of tenuie but were hired tor 10 months at 
a time. The appointment was purely 
tempinary and services could be terminated 
at any time without previous notice and 
without assigning any reasons. 

Instead of a full salary the shiksha kamus 
grade 3 were paid a ‘stipend’ ot Rs 500 
per month. An extra Rs 100 was given to 
persoas who had a degree in teacher 
training, such as BEd or DEd (usually 
referred to as ‘trained teachers’) Shiksha 
karmis were envisaged not as employees 
in the usual sense but as local persons 
committed to the education ot the children 
ot the community, replacing the dis¬ 
interested urban biased tcachci 

Academic inpuLs such as teacher naming, 
making curriculum ami prescnbing books 
wcie not Iranslerrcd to the janpad pan- 
chayats Moreover, though the janpad 
panchayat appointed ihc shiksha karmis. 
the Slate government laid down the quali¬ 
fications and criteria lor recruitment. The 
baoc qualification loi a piimary school 
shiksha kaimi was to have studied up to 
higher secondary Tlie stale government 
also tixcd the shiksha kaimis’ stipend lor 
which It would translei the necessary funds 
to the panchayats. which had no financial 
icsources of ihoir own It was also en¬ 
visaged that shiksha karmis who pcrlor- 
med well could he made rcgulai or perma- 
iieiil employees aftei a periodol live years. 
Howescr. the qualiluations and pnKC- 


duies for regular appointments were, not 
articulated 

Till. Prognosis 

As soon as the lecruitment of shiksha 
karmis began in July 1994, several dis¬ 
appointed candidates instituted legal ca.<ics, 
challenging the whole policy. While the 
petitioners raised a host of objections, the 
mo.st important was that the new recruit¬ 
ment policy violated the fundamental rights 
enunciated in Aiticle 16 of the Constitu¬ 
tion Article 16 elucidates the principle ot 
equality ot opiHMiiinity for all citi/ens in 
matters mlating tocmployment or appoint¬ 
ment to office under the state, and lays 
down that no citi/en can be ineligible for 
oil ice under the state on grounds of 
religion, race, caste, sex, descent or place 
of birth (Italics added). 

Now the shiksha karmi recruitment 
pnx^cdure stipulated that the gram pan- 
chayat would invite applications from 
prospective c.indidates by beating of drums 
within the paiichayat area, process the 
applications n'cci ved and forward a panel 
of most eligible lunics to the janpad pan- 
chayat, which would make appointments 
on the basis ol these recommendations 
Since the ‘adceitisemcnt’ was limited to 
beating ol diunis within the gram panchayat 
aica, the aiguinent was that candidates 
bom in some areas, i e, local persons were 
favoured, and this violated the fundamental 
rights 


Not only did the government find itsdf 
burdened with litigation yet again, but 
scvcic admini.strative problems begun to 
crop up tcK> Many gram panchayats had 
so many conflicts over the appointments 
that they could not .send the list of eligible 
candidates foi months to the janpad 
panchayats Consequently, teachers' posts 
remained vacant as earlier, defeating a 
majoi purpo.se of the pohc> Moreover, 
there were a plethora ol complaints about 
nepotism and unfair practice by the gram 
panchayats, some of which were genuine 
The gram panchayats also lacked know¬ 
ledge ot rules and procedures to .screen 
applications. 

As the legal battle continued, yet another 
cloud appeared on the hon/on The shiksha 
karmis formed a union and began agitating 
lor better service londitioiis Their mam 
demand was a permanent or ‘tegular’ job, 
followed by wages equal to those ol 
teacheis They held demonstrations, 
meetings and took mass leave Above all 
they wanted to be ‘tegulai’ Once secure, 
the> would then he able to agitate iiioie 
effectively lor olhet benefits 

Additionally, as the shik.sha kanni policy 
of the state began to be known nationally. 
It came under severe vriiicism 'I'he critics 
argued that the shiksha katniis' salary was 
so meager adequately qualilied tcaehcis 
would not bc‘ available Moreovei, the 
shiksha kuniiis were temporary employc'cs. 
and could not be trained syslcmatically 


Tarii U a I’kiiHir or ihf .Sihixh.s 

(Nil III \ihiiiil\ - 10) 


SsIkhiI 

No 

Total 
No ot 
t’hildrcn 
l^ollcii 

Pcrtcnlage 

Girls 

l*crcentagv 
ut Studcnls in 

Oass I Class V 

lAnccntage 
of Children 
I’icscnt on 
l).iy of 
Siiivcy 

Nool Teacheis' .Siudcnt- 
Pust Icachcr 

Ratio 

Sanmoned Vacancies (aitual) 

Dale ol 

I.JSI 

Inspciiion 
(as on 

Muisli IVVK) 

lns|icctcd hy Inspedion of 

1 

S'i 

27 1 

22 0 

68 

62 7 

> 

■ 

1 30 

January VK Master tiaincr Dissussion with 

(.hildiui Atlcndiincc 
register 

It 

74 

40 S 

17 6 

14 V 

68 V 

3 

- 

1 25 

IXx V7 

Maslii liainci Midday meal 

III 

67 

12 8 

164 

104 

67 1 

T 


1 22 

Nov 97 

IIED Middav meal and 

leachet aticndunce 

IV 

ll<> 

47 1 

IV .1 

67 

45 3 

8 

1 

1 17 

Dec V7 

ADIS ('Kisses, lepistcis 

V 

2(X) 

Guts' »thoul 

25 5 

13 5 

50 0 

3 

1 

1 l(X) 

Get V7 

ADKS Teachers' and students' 
attend,ince registers 

VI 

W 

Boy>' school 


10 I 

144 

6 

2 

1 25 

Jan V8 

Saipanch General inspcclion, 
chc.kcd teachers 
aiicndance register 

VII 

I4<l 

51 7 

147 

134 

87 6 

1 

1 

1 50 

IVe V7 

ADKS AcudcniK' issues 

VIII 

SOS 

40 6 

2V 2 

IV7 

58 0 

6 


1 51 

Utl V7 Assistant diiectot Allend.imu 

and deputy dues lot logistcr and 
ol education discipline 

IX 

81 

53 0 

23 4 

22 2 

7V0 

5 

3 

1 41 

Jills V7 

ADKS Aiicndance legistcr 

X 

440 

60 0 

24 5 

14 1 

II 1 

12 

. 

I 37 

liilv V7* 

Person Irom Academic issues 


govi culloge 


Niitr\ * Appeals j, mistaken for an inspeciiun (iv ihc icachcr 

AtJiS as&islamia^jy schools 

BM» block 

Master Trainer A res teacher' i c. a good pnmary schiRil icachcr 
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TahsC The Teacher and the ShkshaKarmi 
(Bosed on rexpomies given by teacheis/ shiksha kamus) 

(Tiital Ntntf leiu hen = 10. Total Na of shiksha karmu a 10) 


No of No o< No of No of No of No of 

Tcachen Shikitha Teachm Shiksha Teachen Sbiksha 

Kannis Karniis Kannis 


Pei\imiil But kjtround 



Male 

5 

8 

Kmule 

3 

2 

School No V.VI.V1I.VIU.X 

v.x 

SC 

1 

0 

ST 

0 

2 

Age less than 23 

0 

7 

Age more th.ni 40 

b 

0 

Mamed 

10 

4 

Up to 3 children 

7 

4 

More than 3 children 

3 

0 

Belongs to 



1 lliban area [This docs not 


include 3 teachers arut 



3 shiksha kannis posted 



in uiban ureas] 

4 

0 

.School No 11 III.IV.V 


2 Village other than 



that of posting 

3 

4 

Schrxil No 

If. VI 

n,ffl.iv.vii 

3 Village of posting 

0 

3 

Schixil No 

- 

LV.Vf 

Eeoiuinut Siiutaum 



a IncTime othei than s.ilary 


Total no wilheslra 



incTime 

3 

2 

Owmng land 

0 

0 

Hush.tnd s income 

4 

1 

Shopfhousc 

1 

1 

b Perceived adequacy 



of iiuuine from |.ih 



1 Sttflicicnt 

3 

0 

11 Insulfu lent 

S 

10 

1 QualtUi alum\ 



a Education level 



1 Studied up to 



1 Ithnr t2th 

s 

2 

.School IK) 1.11 lll.V.VI 

I.VI 

II BA/B.Sc/BQini 

3 

3 

Schixd no IV Vlf.lX 

II IIIJV.V IX 

III MA/MSc/MCom 

2 

3 

SciHxil no Vm.X 

vn.viii.x 

IV Trained as icachci 

7 

4 


SclKxiIno U.nMVV.VIII.IX;( Vll.VllfX 
b Activiiy hctoa- appointment 
ax lciii.her/shiLvha karmi 


.Studying 

b 

5 

House wife 

2 

1 

.Some educational 
profession 

1 

1 

Profession other than 
educabon 

I 

3 

c Desired profes.sion 
School leochei 

6 

b 

College teacher 

2 

1 

Some other prtifcssion 


1 

unconcemed 

2 

2 

d Reasons for hecoming 
a teacher 

Interested in cducaboiV 


teaching 

6 

6 

No othm npbon/ 
madental 

4 

4 

e Important personal c<>nceni 


Career advancement 
studying 

3 

3 

Familial/cciimmic 

b 

4 

andfiii 

0 

1 

None 

I 

0 


IV Senitie Cfinditton.'! 
a News of vacancy for 
appointment ihtough 
Ncwspaiieis 7 

Saipanch/janpad 0 

Employment exchange I 

Other sources 2 

b Posting 

I laving in place of 

posting 3 

School no VI IXJ( 

II Those living in place 

of posting 

• Slaying with family NA 

•Own house NA 

• Advantages rcpoiied 

BconHiikailly beneficial NA 
Save tune NA 

I'sychologically sabsfyingNA 
Reiter pci fonnance 

at work NA 

• I tisadvanlages reported 

Not enough contact 
oiiiside I 

III Ihose living outside 

place of posting 7 

• I jving within 20 km 6 

• Uvingfaiiherthan20km I 

• I'inK* taken in travel 

(One round tnp) I 

Less than I hr 

1-3 hts 

• Advantages reported' 5 

Eumomic 2 

Family b 

Being in urb.ai 
environment I 

• Disadvantages reported 

Problcm/time in 
coiniiiuttng K 

F.xpense in commuting S 

• Mode of transport S 

Bus/auto 4 

Bicycle I 

Includes walking 2 

c Opinion on ihe oppiopnatc 
salary of shiksha kaimis 
Eiqual 10 teachers 6 

Ccntial pay scales I 

Some other cntcria 2 

Pre^nt salary to continue 
till regulansalion I 


d Opinion of shiksha kannis 

I Action taken by shiksa 

kamus to change service 

con linns 

• Done nothing 

• Signed memorandum 

• Paitiripoled in 
demonstration 

• Crmtnbuted financuilly 
to ‘shiksha karmi siuigh' 

• Jtuned sangh 

• Taken mass casual leave 

II If conditions do not change 

• Will continue to work as 
shiksha kiumis 

• Will coniimie to work 
and protest 

• Not cleoi 

• Will leave 


5 

3 

0 

2 


7 

I.V.VI.VII. 

VIIIJXJC 


4 

3 

2 

2 

2 


6 

3 

3 

1 

s 

t 

2 

I 

3 

I 


6 

I 

3 

(I 


4 

I 

4 


I 

I 


S 

3 

I 

I 


V Sauolum at Work 
a Work division'No of 
class taken at one ttme 
only one class 3 3 

two classes 4 I 

three or more classes I 3 

Subject teacher I 3 

Not clear I I 

b Work done other than teaching 
and teacher traming in last 
thnw months 

• None 4 7 

• I -5 days 0 3 

• fi-15rJays I 0 

•16 30 days I 0 

• Mom than 30 days 4 I 

c Rewards and punishment 

Received formal reward 0 0 

Received fonnal pumshmentO 0 

Rcreivod encouiagcinent/ 
reprimand frtmi school 
piiiiitpal 0 2 

Received encouiagcmenl/ 
repnmand Ironi puhla 
lepivsentalives 0 I 

d Inscrvicc teacher training 
Trained in the lost year 7 V 

II Comments on in service 
training 

• Neganve response 2 0 

• Positive response 3 d 

• lion't need nuirc training 3 1 

• Need more naming 3 7 

e Response to new bruiks 

Negative 4 2 

Positive 5 8 

Not clear I 0 

t Teacher s working lor 
iiiiil-day meal 

• Where meal is not ctxikedb 7 

• Wheie meal is uxiked 3 2 

Total V 9 


VI The lem hri and the Ciw/mii/iiIv 
a Schools under panchayats/ 
local bodies 

Positive develupmem I * 

Negative develoiuneni 7 3 

Docs not make any 

dilference I I 

b Impact of having scIkxiIs 
iincJcT Ihe panchayats 
Undue interference has 
niemased 4 I 

I>gnilyoflcacher IS lowered 3 I 

Panchuyaf members 
nusbehave with teachers 0 3 

School runs smoothly The 
teacher is punctual, etc I 3 

Pioblems are sorted out 
at the local level I I 

Favountisin by panchavx 
members I 0 

DcpurOnenl has aecoine 
mactive 1 . 0 
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over a long period. This ctiticism came 
largely from urban professionals and is 
discussed later in this paper in light of tin 
emerging evidence. It may be noted 
however, that the professionally secure, 
well paid teacher had failed to deliver. 

In response to these hurdles and pressures 
the state government began to modify its 
policies. One change that came about 
within the first year was that the gram 
panchayats ceaiied to have any significant 
role in the recruitment of shiksha karmis 
and janpad panchayats became the pivotal 
agencies An advertisement in the 
new.vpapcrs to invite applications became 
mandatory along with notices in gram 
panchayat olficcs as well a.s beating of 
drums The gram panchayats ceased to 
make a panel ot eligible names, but simply 
forward all applications to the janpad 
panchayat. which made the selection. 
Additionally, along with the cntctia laid 
down by the government, the janpad 
panchayats could lay down conditions for 
recruitment that were “beneficial tor 
univcrsalisalion oi education” 

At a later date, the .state government 
stipulated that preference would be given 
to persons trained as teachers, i c, those 
with BRd and DEd degrees. But by this 
time many untrained shiksha karmis had 
already been recruited in April 1997 the 
government gave in paitially to the pressure 
irom shik.sha karmis and doubled their 
honoranum However, the shiksha karmis 
were far inim satisfled and continued to 
agitate Above all, they wanted to he 
‘regular’ employees and have security of 
tenure A major change that came about 
was that the shiksha karmis' demands now 
bccamt a tour de fore e for further policy 
formulation 

In 199K. after a pmtracted legal battle, 
new rules that modified the service 
conditions oi shikshakarmis considerably 
came intoexistcnce. Hie new appointment 
procedure gave 6S per cent weightage to 
marks obtained in the higher secondary 
examination, 25 per cent lo teaching 
experience in rural school and 15 per cent 
marks were reserved for an oral test in 
which communication skills in the local 
dialect, and knowledge of the local 
envininmeitt counted. If, as per this pro¬ 
cedure. the marks of two candidates were 
equal the trained candidate and the 
candidate who had worked in the janpad 
school would be given preference. Signi¬ 
ficantly, after working in a particular school 
for three years, if found satisfactory, 
shiksha kanii^ could become 'regular' 
employees of ti« panchayat. However, 
while shiksha karm. .^ould cease to be a 
temporary teacher hircixv^ Iq months at 


a time, he had to prove his worth for three security of tenure and comfortable salaries 
years before this could happen. Also, he had built up in the last SO years, the force 
remained an employee of the janpad of which was considerable Briefly, 
panchayat and was appointed for a structures, processes and perceptions baaed 
particular school rather than a transferable on centralised governance were already in 
pool. The new pay scales of the shiksha place. It was not easy to counter them and 
karmiswcreconsiderablylowerthanthose many measures proposed in the originid 
ofassistani teachers, hut much higherthan policy were ultimately withdrawn, 
their earlier emoluments However, some 'stuck' 

These developments highlight the In the four years that the government 
dynamics of hnnging about change. The formulated, altered and impmved upon its 
school system was first crippled by the policy, the janpad panchayats and urban 
clout of urban qualified people. When the local bodies recniited shiksha karmis every 
slate tned lo bnng about a more rural- year, translurming the nature oi the teacher 
Incndly tcachci. it auracted legal action in the state. By January l99gthepanchayaLs 
and the wrath of national experts hadhiredmorethanSO.OOOshikshakarmis 
Simultaneously, a certain perception of However,ihisprocesswasfarlrumsmooth. 
what IS 'due' to government servants, i e. All through this period, there was a bam^e 

TaruU Viujsor Riprusniaiives 

{No of village repreirnianvei mierviewed = 20) 

Nu ot Villi^ 
Kepiesentauves 


DHTcrence brtween Tcacher/Shiksha Karmis 

Uon't know 5 

There IS no diflrrcmc 4 

Shiksha kaiiiiis jie paid less/are temporary 4 

Shiksha kaimiN lack naming and expenener which teachers have 1 

Shiksha kannis VLork better 2 

Shiksha kainiis are local so come to school everyday 2 

Change Needed in Salary of Shiksha Karmis 

Don't know 6 

Should be more than al present 6 

Should he- ihc same as teacher 5 

No changi' is needed i 

Advantage of Having the School ondcr Ihc Panchayat 

Is an advantage 9 

Is a disadvantage 3 

Doesn't made a dificrence 3 

Don't know 2 

Changes Needed In Education 

No commenl 8 

Rciier leaching is needed S 

Teacher should not do non teaching work I 

More teachcfs are needed 2 

Some change is needed I 

Regular teacheis should be appointed I 

There should be no interference in schools I 

More leaching aids aie needed I 

Advantage of Having Shiksha Karmis 

Is advaniagcous 10 

Is disadvantageous I 

Doesn't make a ditierence 

Don't know 6 

(I) and ill) 3 

Teacher No 

Advanlage/Disadvantages of Having Shiksha Karmis Instead of Teachers 
Shiksha Karmis woik beller 6 

Advantage of a local teacher 4 

Government gets a cheaper teacher 4 

Quality 01 teaching suffers, shiksha karmi is unirained and inexperienced 2 

Appointmenis an: made on I 

Sliik,sha kaimi can he removed if doesn't work I 

What Has the Panchayat Done for the School 

No III Schools 

Construction wink 5 

Buying furniture eic 2 

Repair I 

Nothing 2 



I 



•M 
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Tabu; E THBPARFim 


(No of Parents interviewed = 45) 
No of Parents 


Dillcrcncc between Teacher and ShUuha Karmit 

hun't know 24 

No dtitcrrncc I 

Difterenoe in pay 5 

Shiksha kaiinis come to school regularly 4 

Shiksha kunnis are icinporaiy 4 

Shiksha kariius are mnie enthusiosiiL I 

Shiksha karmis are panchayat employees, teachers are govcrniiicnt employees 3 

.Shikslia konnis arc not trained, leathers arc trained 8 

AdvantaKca/Disadvanlages lif Having a Shik&ha Karmi 

Don’t know ’’ft 

It IS advantageous 17 

It IS disadvantageous I 

(I) and (ID I 

Doesn't make a diftcicnie O 

Nature of Advantagc/Disadvantage as Viewed by Parent 

•Saves goveinment nione} 1 

Children tonic to sthmil more mgularty S 

Local leather works betk t understands language 8 

More tcacheis aie now asailable so studies are belter 2 

Shiksha karmis arc more legular and hardworking 1 

An unemployed prison has gut .i |ob I 

Shiksha karmis aie not trained 2, 

Changes Needed m Salary of Shiksha Karmis 

Don't know 26 

Should he a-t math Ut tear tur I 

Should be moic than at picsetit 18 

.School undtr Paiu'hasal t'onlrol 

Don't know . 2b 

is an advantage 10 

is a disadvantage 7 

(II and (II) 2 

Nature of Advantage/Disadvantagr of Having School under Panchayat 
Sihool IS tegulai Thi saipanth keeps an eye on the teacher 0 

Villagris/panihayat hccome larclcss, don't look altci sthmil 6 

Publii icpirseniativcs inishchavc with leathers and there is intcrfeicnce unnecessaiy 3 
Schools havi hccuine woisc I 

Viilaguis tan look ■itlci the schmil I 

Change Needed In the hdutalion System 

Nocominint 24 

More teat hing or better teaching is needed 11 

English should be taught m primary schixil 2 

leailk’is should have nioic rights 1 

Backwaid (a.stes should he given books Inim book banks I 

Some change is needed but don'l know what I 

There should hr adequati place lor kids to sit I 

Dnnkmg walei should hr available I 

Tcacheis should tome to school rcgiilaily I 

Impnivcineni in inirastrusturc is needed I 

if children aie ahsciil Ihc^ should he tailed to sihool I 


of complaints that the janpad panchayats 
were mam pulatmg rules to recruit favoured 
persons Ashdsbecnmcntioncd,thc|anpad 
panchayals could .stipulate some recruit¬ 
ment conditions of their own and many 
cho.se to give prcteicnce to local persons, 
causing much hearthum among better 
qualiHcd candidates. A major bone on 
contention was the tcai hei training degree. 
While government norms since I99.S had 
specified thift untiained persons be hired 
only if trained teachers were not available, 
preference to local people often meant that 
an untrained teat her got preference over 
a trained teacher Moreover, there were 
allegations of false residence certificates 


issued by sarpanches and also that while 
some residence certificates given by the 
sarpanches had been accepted by thejanpad 
panchayals, others had not It was nut 
uncommon tor the distnet panchayals to 
cancel th** recruitments m^e by janpad 
panchayals and repeat the process. 

The benefit of hindsight makes it clear 
that the onginal policy of hiring shiksha 
karmis lot 10 months at a time every year 
was unimpicmentable. Most of the year 
went by in completmg the appointment 
pixK'edure, in spite of decentralising the 
pnicess and posts remained vacant in the 
meanwhile. In general, hire and fire 
policies, and short-term appointments, 


bring dieir own problems. They increase 
the administrative workload tremendoasly 
as recruitment procedures have to be 
followed often. This holds true for de¬ 
centralised systems too. Given the present 
demand for jobs, no recruitment proce.ss 
by public authorities can be smooth 
Consequently, recruiting often isdifficult, 
time consuming and nsky. Moreover, if 
a majonty of the employees in a system 
aie of a ‘permanent* nature, temporary 
recruitment leads to intensedissatisfaction 
and protest. The same holds true for any 
other deterioration of service ccHiditions, 
such as salary. 

Along with the frictions and turmoils of 
the reemitment process, many problems 
that had plagued the .sy.stem earlier began 
to appear There was information about 
shiksha kannis subletting their jobs Some 
shiksha karmis recruited for remote villages 
had been 'attached' at the block level 
o1 lices Most important,janpad panchayals 
' did not appearlogivcpnoritytomonitonng 
and improving the schools Tliere wem 
complaints that gram sarpanches did not 
bother about teacher absenteeism and even 
gave false certificates of attendance 

That many ot the earlierpiobicmsshould 
recui indicates that changing adminis¬ 
trative agencies docs not address funda¬ 
mental problems. The same can reappear 
in ditlcrenl circum.stanccs, and given that 
such changes can cause much confusion, 
the advantages need to be weighed 
carefully. 

Taixs moM Tin Si ikkius 

The outcome ot the shiksha kai mi policy 
in Madhya Piadesh was investigated 
intensively in January 190X in a ca:a: study 
10 schools of the .state to sec how the 
intentions and concerns that the policy and 
Its opponents addressed actually played 
out on the ground At this point in time, 
the final shiksha karmi policy, which 
allowed for the services ot shik.sha karmis 
to he made ‘regular’, had |usi been for¬ 
mulated, but not yet implemented. The 
temporary shiksha karmi had been in 
existence for four years 

The schools The varying contexts ot the 
10 sample schools are highlighted in Table 
A. (Hcrcaftcf schooLs are refened to by 
the roman numbers indicated in column I 
of the table). Briefly, .schools I. II and 10 
arc located in villages connected by 
‘kachcha’(or fair weather) roads School I 
belongs to a small village with a mainly 
tribal population. Schools fV. V and VI 
are in villages connected by ‘pucca’ (or 
all weather) roads School VII is located 
inthedistrictheado^Atfcrofatribaldistnct. 
School VIII is M:ated in asemi-urban area 
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near the state capital, schools IX and X 
are located in large cities 
Some crucial characteristics of the 
schools, which lormthccontext the teacher 
works in, reacts to, copes with and perhaps 
tries to change are indicated in Tabic B. 
Eight of these schools are co-educational 
and more boys than girls are registered in 
five. The percentage of girls enrolled is 
lowest in school 1 which is inhabited by 
tribals and connected by a ‘kachcha' road. 
All three .schools with more girls than boys 
are urban. It is likely that while in rural 
areas girls may not be sent to school at 
all, in urban areas many boys are sent to 
private fee charging schools and girls to 
the local government schools The 
tendency to care less about girls' education 
can appear in dificrent torms in dilferent 
locales. 

Student attendance in these schiKils is 
thin, dropping as low as 11 per cent in one 
school on the day of the survey. Six to 22 
pci cent students in all 10 schools and 
6-14 per cent in rural .schools study in 
grade 3 If all students were finishing 
.scIkmiI. enrolment in grade 5 would be 
aiouiid 20 per sent of the total. A smaller 
percentage indicates inflated enrolment in 
grade 1 and/or students dropping out Four 
of thelO schwils repoil teacher vacancies 
and the student teacher ratio is erratic 
.schiKil V, a girls' school has the highest 
pupil teacher latio. 100 I. 

'These schwils an* irspected sporadically, 
and by and large, the teacher is on his own. 
In this sample, only in one case did the 
inspection include any academic dis¬ 
cussion, and in only one case did a public 
repicsentative inspect a school. If this 
situation IS conti asted with the bitter battle 
over the recruitment of shiksha karmis, it 
would appear that jobs arc important, not 
schools oi education' 

The changing teacher In each of these 
schools, one asMstant teacher (hereafter 
‘teacher’) and one shiksha kamii was 
interviewed in detail (Table C) ’ How is 
the shiksha karmi different from the 
teacher'/ Table C indicates that fewer 
women arc joining as shiksha karmis As 
against five women teachei s in our .sample, 
there were only two women shiksha 
kainiis in school V, a girls' school and in 
school X. a city .school. This tiend, though 
unforeseen and unintended, is not in- 
niKuous, as women teachers arc often 
seen as crucial in motivating girls. On the 
otlier hand, there is an indication of higher 
representation of scheduled tnbes among 
the shikshtt karmis No teacher in the 
sample belong, to the scheduled tnbes, 
but two shiksha-..innis „ 

important for Madhy Pradesh, where 


education of tribal people as well as their 
small numbers in tormal employment are 
problematic. Significantly, the shiksha 
karmi is more likely to be local and rural 
based. Three shiksha karmis belonged to 
the village where they worked whereas no 
teacher did Fnui teachers but no shiksha 
karmis working in rural schools belonged 
to urban areas However, though shiksha 
karmis were not drawn from urban areas, 
they were not always local. 

'Thus, the shiksha karmi policy appears 
to have been pan tally successful in bnnging 
about a local teacher and more so in 
promoting one who was rural based One 
unanticipated consequence was that fewer 
women have joined as shiksha karmis, a 
fact that probably complements the rural 
base of the shiksha karmi There is often 
a trade-off hi-iwcen the local and rural on 
the one hand, and female on the other, as 
women teachers arc u.sually urban While 
many educationists argue tor recruitment 
of women teacher to encourage girls' 
participation in .schooling, villagers often 
complain that ui ban women teachcis spend 
too little time at school. 

Expectedly (since the scheme was only 
tour years old ai the time of the .study), 
shiksha kaiinis are youngei than the 
teachers. Seven shiksha karmis of our 
sample were bi'low 25 years in age and 
none ovci 40 In contrast, six teachers 
were over 4(1 Consequently, shiksha 
karmis had fewer family responsibilities. 
When asked about their major personal 
concerns, six shiksha karmis mentioned 
career concerns, while only three teachers 
did, which IS not surprising given that the 
shiksha karmis were younger and 
professionally insecure 

The salary of teachers vaned between 
Rs .T, 100 to R.S 5.300 per month, while that 
of shiksha kannis between Rs l.(KK) to 
Rs1 ,200 per month (trained shiksha karmis 
were paid an extia Rs 2(X)) le, the shiksha 
karmi's stipend was one-third to one-fifth 
of the teacher's salary. Women generally 
had then husband’s income as an extra 
financial rcvniree but among the men 
neither teachers nor shiksha karmis tended 
to have any source of income other than 
then salary None in our sample owiicd 
land Notably. one of the major arguments 
against recruitment of local teachers in 
rural areas has been that the local teacher 
will look aftei his land and crops and not 
pay enough attention to the school. This 
is not borne out by tacts. In fact, since 
shiksha karmis do not have additional 
sources ol iiuonic, their extremely low 
stipend could h:.vc become problematic. 
As they got older and then familial 
responsibilities increased, they may have 


become increieingly dissatisfied. 

In terms of professional background, 
more shiksha karmis than teachers had 
college degrees, possibly because they 
belong to a younger generation. However, 
shiksha karmis were less likely to have 
trained as teachers, ic, obtained BEd, and 
DEd, degrees. Whctlier shiksha kannis are 
more or less qualified than teachers is 
ambiguous, for though less likely to be 
trained, they are more likely to havecollcge 
degrees. Notably, teachers and shiksha 
karmis of the .same school tended to have 
similar educational qualifications Tho.se 
woiking in urban oi 'developed' areas 
were mure qualified, which illustialeslhat 
the context influences (he kind ol tcachci 
that becomes available in any area, no 
matter what the process of recruitment. 
Lc.ss educated persons, le, fewer teachers 
with college degrees and fewer trained 
shiksha karmis are available in remote 
areas Thus, the argunieni against local 
(uachcis on the ground that they tend to 
he less qualified needs to he examined in 
light of how centrally recruited teachers 
tend to be distributed. 

All equal number ol shiksha karmis and 
teachers, ic, six of each, wanted to be 
teachers an(l were interested in education 
and teaching, though a slightly larger 
number of shik.sha sanms were following 
other professions before joining This, 
coupled with the fact that they are not 
likely to be trained as teachers, leads one 
to suspect (hat shiksha karmis arc more 
likely to become teachers accidentally. 
However, it is also possible that sime the 
policy IS relatively new. potential can¬ 
didates have nut begun to plan for such 
recruitment 

Whatever the leasons. the fact that fewer 
.shiksha kannis have trained as teachers 
has had important repciciissioiis tor the 
new critciia of appointment Because of 
the pies.sure from shik.>ha karmis, many 
of who arc not (rained, a teachei training 
degree has been given a very low weighing^ 
as a condition for recruitment in the final 
policy which made the shiksha karmi 
'regular' llierc appears to be .some weight 
to the argument that temptmuy recruitment 
of less quail fied persons ultimately allows 
them to join *thc system permanently 
making for a ‘baakdoor entry' of ineligible 
candidates. It may even di.stort the criteria 
for appointments. 

Why shik.sha karmis are less likely to 
be tiained as teachers is not immediately 
clear, though there are .several possibilities. 
Firstly, lack of adequate wcightage to 
teacher training in the selection criteria to 
begin with may have promoted recruitment 
of untraitied shiksha kiumis However, it 
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muv he noted that alter the first year of 
the policy, the government did lay stress 
on the teacher training degree. 

Secondly, It is likely diat the more rural 
based shiksa karmi has fewer opportunities 
for acquinngtcaLhcrinuning degrees, since 
these institutes usually exist in ui ban areas 
A trade off between the 'local' and 'rural' 
on the one hand and the ‘trained’ on the 
other therefore, cannot he ruled out This 
IS also indicated by the prcKltvity of the 
janpad panchayats to hire local persons 
overtrained ones, and ilie continued contro¬ 
versy over the teachei training degree. It 
so, this i.ssue can be addressed by providing 
teacher training opportunities aitci 
selection, nr as a condition of becoming 
permanent This is possible, because the 
government itself runs a large number of 
teasher training institutes (51 in Madhya 
Pradesh). As pointed out earlier, because 
of thenewncssof the whole scheme, neither 
individual candidates noi institutions have 
begun to prepan.' foi this reimitmeiu It 
IS even likely, that i f the scheme continues, 
and aBEd/DIuldegree is made an essential 
condition toi icLruitnient. siu h colleges 
will .spring up HI lui.il areas Meanwhile, 
the government can till in the gap by 
providing this opportunity to selected 
candidates 

Finally, it is po.ssibic that the lower 
salaries of shiksha karmis do not attr.ict 
trained candidates, though the tact that 
shiksha karmis are moi e li kel v to be Lollcgc 
educated belies this explanation It one 
looks at the larger picture, in (he multi- 
grade teaching context ol the Mate, a largei 
numhernf teachers, c g, one foi each class, 
rather than few highly paid ones may have 
a better impact on schtMil quality Thcie- 
foiu. even assuming that a teachei who is 
pmd less IS likely to lie less qualified, it 
may make more .sense to teetuil live less 
qualified teachers to handle live classes 
rather than two or three highly qualified 
teachers II Ihe trade-olf is belviecn more 
teachers and better paid tcaelicis. the tormcr 
may be more desirable 

Appointments andposiintt^ I'he shiksha 
karmi appears to he mote politically savvy 
than the teacher, as three shiksha kainiis 
had received intormation about vacancy 
for appointment through public repre 
senlattves, while no teacher had NoMbly. 
the shiksha karmi is moie local compared 
lo the teacher, and is also recruited bv 
decentralised elected bodies Both these 
factors could contribute to his clo.scr link s 
with (he elected rcpiescntativcs 

Among teachers, only those posted in 
the cities or distiict hcadquarlets. stay in 
thcirplace of po.sttng Notably, all teachers 
posted in lural areas. i e, seven, stay out 


«{their place ot posting. In contrast, four 
shiksha kainns po.stcd in rural areas stay 
ID then village of posting with their 
families Three have houses of their own 
in the village Three ate below 25 years 
in age and two aie unmarried They find 
It ecotuiinuully and psychologically 
satislying to stay in then villagcof posting 
and report that it improves their perfor¬ 
mance at woik Most teachers and shiksha 
karmis based outside Ihe viflageof pcssting 
live within a radius ot 20 km. hut il can 
take up to ihrcx’ hours per day in commuting 
to and iro iiom work, and this is likely 
to aflc“ct peifoimaiicc signili''nt.;iy The 
most fiiessing iea.sons lor staying ou.side 
rc'poited were the needs ol the family, 
follow ed by ec onoinic considerations All 
shiksha karmis were sati.sticd with their 
place ot posting while two leachets were 
dissatisfied 

Mcny 1 actors could be contnhuting to 
the shiksha kanm's tendency to stay in his 
place ot po.sting Firstly, shiksha kat mis 
aie recimteci lor a particular school, and 
are likely lo make some permanent airangc 
ments, e g, living in the place ot posting 
or at least neaihy tor this situation rtic 
teachers, who can be po.sted anywhere m 
ihedistnct. on (hcotherhand, may continue* 
to trs' and hope (or a posting in an urban 
aa'a. Secondly, shiksha karmis are reeruiteJ 
ill (he block level as agairest the disttict 
level recruitment ol teachers While all 
c andidates art* I ri*e to apply, local icsidcnl s 
of the block arc* more likely to do so Tho.se* 
unwilling to wotk in a particular bl(x:k 
would piobably not respond to the advci- 
tisomcnt at all Thirdly, the reciuilmeiit 
criteria ol shiksha karmis allow tavouimg 
local candidates Finally, the shik.sha 
karmis arc* younger, and it is the youngest 
among them who tend to .stay most in their 
place ol posting Significantly, the thicc 
shiksha kai mis who live outside the village 
ol posting arc* all over 25 

It seems clear tliat given the problem in 
getting teachers to teach in less developed 
areas, iccruitmeni lor specific* schools, 
rather than recmilmcnt to a pool for an 
atea such as a distticl. may be more effec¬ 
tive for identifying a teacher who is 
actually willing to work and possibly stay 
in the.so areas Further, it the recruitment 
takes plate at a more decentralised level 
(e g, block rather than district j. more such 
candidates arc likely to team ol and apply 
toi such appointments Information about 
school specilic vacancies is also likely to 
be more up to date m smaller, decentralised 
units closer to the school. 

A question remains aslo wliethcrciceted 
bodies pei \e are better agencies for 
recruiting a teacher who is willing to work 


and stay in remote areas rather than the 
usual bureaucratic ones, all other tMngs 
being equal. It may only be mentioned that 
problems very similar to those that plague 
the more burcaucrauc system (e g, ’attach¬ 
ment' of teachers, vacancies) can crop up 
with elected bodies too. Further, acaiunt- 
ability IS even more difficult to ensure. 
F.lccled bodies are ultimately accountable 
to the people, but day-to-day monitonng, 
to check if they have followed rules and 
pioccdurcs IS nut feasible. 

Finally, younger shiksha karmis appear 
to be more willing to live and work in niral 
areas. po.ssibly because of fewei family 
responsibilities. This .situation could 
change as they get older Notably, among 
many cadres in government, it becomes 
possible to get qualified people to work 
in lar (lung areas when they arc young 
because then career development is such 
that they move to urban centres as tliey 
gel older Also, their success in the future 
IS made contingent upon their spending 
a certain amount ol time m the 'field' 
Moreover, minimum tacilities such as 
housingarecn.surcd A transferable 'cadre' 
piohaiily cannot work to the benefit ui less 
developetl areas without these eoiidittons 
If these cannot be mci, then the local 
tcachci may he a better option 
The shiLsha karmi ’.i future Ban mg one 
leacher, who feK that shiksha kannis got 
an adequate stipend for a temporary 
appointment, all teactiers as well as shiksha 
karmis stated that they should get higher 
wages Six teachei s and an equal numbci 
of shiksha karmis said that their salary 
should be the same as teachers. One shiksha 
kaimi and one teacher said that tiie 
remuneration should be as pci the recom¬ 
mendation:. ol the fiilh pay commission 
All teaeheis as well as shiksha karmis 
favoured the appointment of 'regular' or 
pennanent .shiksha karmis Six .shiksha 
karmis said that it would encourage them 
to work harder, though only one teacher 
said so Three teachers and three shiksha 
karmis felt that teachers and shiksha kaimis 
should have similat service conditions. 
Six shiksha karmis had taken action to 
voice tlicir demands but only one planned 
to quit il their demands were not met 
Three said that they would continue to 
protc.st as well as woik 
The question is. is it pos.siMc for the 
state to provide different emoluments/ 
benefits lor people doing the ^mc work, 
or have an island of low wages'.' This .state 
of affairs was perceived as unfair by 
teachers as well as shiksha karmis 
ilowc’vci, only one .shik^a karmi actually 
planned to quit Evev^bough market fortes 
indicated that te»s*hers at these low wages 
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were available, there was a perceived 
unfairness all around, which ultimately 
forced the government to increase the 
shiksha karmi’s salary and also provide 
tor a ‘permanent’ job. Further, the pos- 
sibihty that many shik.sha karmis joined 
and amtinued with the expectation that 
they would be able to bargain for perma¬ 
nent jobs and higher salaries cannot be 
ruled out 

The working environment It is the 
teachers’ and shiksha karmis’ lot in the 
state to conduct ‘multigrade teaching’. 
Even when a tcachci or shiksha karmi 
takes charge ot one class fonnally, he has 
to substitute foi an absent teacher ofl and 
on However, while all five ot the regular 
teachers who do multigrade teaching 
reported that they found it diliiculi three 
out of lour shiksha karmis did not share 
this perception 

Apart tioin theirteaching duties, teachers 
perlorm many other otlicial tasks The 
pulse polio iliive and the below poverty 
line siiivey were the two nia|or Inon- 
toac lung) tasks, and others included general 
oflicial woik, women's literacy drive, 
updating ot voieis' lisis and vunous kinds 
ot .surveys Teat hers were more likely to 
do these othei tasks than shiksha karmis 
and lour tcacheis had spent moic than a 
month in the last thiee months on non- 
educational tasks Furihei moa*. almost all 
le.ichers and shiksha karmis weie involved 
in doing some work toi the midday meal 
scheme Most leported that the midday 
meal meteased attendance, though there 
were complaints of u a.sted time, unethical 
behavioin by the sai panch and that children 
c anie to school only lot the meal oi ration 

No teaehci or shiksha kainn hud evei 
received a loiinal lewurd or punishment 
Only two shiksha karmis had leceived 
ml ormal encouragement or repi imand I rom 
theheadniasterorapubliciepiesentativcs. 
It may be lecalled that one reason for 
placmgthctcachei undertheadniini.strative 
control of the pancliayals was that schmils 
would be .supervised better In this case 
study, then- was no diri'ct evidence to 
substantiate this 

Tlie working environment of teachers 
leaves a gieat deal to be desired In fact, 
the lian.sfunnation of the teacher may be 
contingent more on his working conditions, 
than on the nature of the lecruilmcnt 
prncc.ss Fur instance, it is doubtful just 
how etteclivc mulliginde teaching can be, 
no matter who is recruited. It teachers am 
also kept busy with other official work, 
are given no incentive for working well 
and supervised poorb, it would be tutilc 
to expect results Notably, many nl the 
cnanges that have come about as a result 


of the shiksha karmi poHcy pertain to the 
recruitment and service conditions of 
teachers. Shiksha karmis are recruited by 
diltercni norms, are less well paid, can be 
removed, etc While these may have their 
own impact, the working conditions i e. 
multigrade leaching, the incentive system, 
opportunities to learn, supervision, etc. 
may be the deiisive I actor for teachers’ 
peiforniancc 

A major change that the shiksha karmi 
policy did intioducc in the working 
atmosphere ot leaclicrs was placing them 
under the administrative control of the 
panchayats While more evidence about 
the impact ot tins .step is discussed later, 
the persistent problem of supervision 
would indnate iliat simply changing 
admmislialive agencies dues not hnng 
about el let ti \ c .ind comprehensive change 
in woiking coiul'tions. 

Another signilicanl change in working 
conditions that i umc about must he noted. 
During the years that the shiksha karmi 
policy was taking shape, the govemmeni 
also aitempled to improve the quality ot 
primary sihool education by providing 
more tacilities.hi'ilet tcxtbcKiksand leachci 
naming In ihis sample seven teachers and 
nine shikslii k.umis had been trained in 
the previous \cji All shiksha kaimis and 
a ma)oni> >il ihe teachcis gave a positive 
tccdhack about the training, though two 
teacheisweieLridi al Most shikshak.umis 
perceived a need for more training, bui 
fewer teachers dnf .so The response to the 
new textbooks was uverwhelniingly 
posilivc, bul shiksha karmis wctc more 
enlhusiasiic than ihe teachers In genet al, 
the atleinpl to Inipiovc quality ol education 
was welcomed by teiu'hers as well as 
shiksha kaimis Thus an opportunity to 
learn and leach betici which these tclorms 
piovidcd IS a step in the right direction 
It ihis oppoituniiy could have been linked 
with cncouiitgeiiienl. i c, a system ol 
incentives such us teeognilion, piomotion 
and other beiiel its linked to petformance, 
the results may have been signiiicani 

hilerat Imn with the rommunitv 
Teachei s as u 1 11 as sh iksha k armis iep< irtcd 
meeting the suipanch regularly, mainly to 
verify attendance and someiimes about 
matters com eining ilie school Neitherthc 
tcachcis not ihe shiksha kaimis had much 
contact with *hc janpad pancliayat 
members I'Ikii lelaiionship with the 
departmenial otticers was similarly non 
eventful and most otficers were reported 
lobchavc well 1 Iwre was a strong negative 
lesponsc fioni ihc teachers at the schools 
being placed under the control of the 
panchayats Ihe rea.sons given were, 
interference by ihc panchayat in sclieine, 


like midday meals and the looming of tihe 
dignity of the teacher who had to ma 
around getting attendance papers signed, 
etc Some teachers icport^ that the 
sarpanch wanted wrong figuies given for 
midday meals The shiksha karmis in 
contiast were less concerned about 
iiUeiicrcncc and favouritism, but half 
mentioned misbehaviour by sarpanches. 
However, some shiksha kamiis also said 
that pancliayat conliul made the schixil 
run bcttci and that Icachv'rs became more 
punctual The shiksha karmis appeared to 
expcncnce the positive and negative 
control of panchayats moie intensively in 
terms ol actual Iwhaviour hut were ic.ss 
critical ol It as a .sy.stem 

To .sum up. Ihe shiksha karmi policy has 
given the stale a teacher who wusdilterenl 

I I om the erst wh t le assi stunt tcac Iter in some 
ways, bul not in oiheis Hie new teacher 
IS voung and mostly college educated. 
However, he is less likely to have trained 
as a icaeher He is more likely to stay in 
Hie village ol posting than his eurlici 
counierpurt He is more in touch with and 
at lei led by the patii hay at but less ctiiieal 
Thougli woitied about his temporurv |ob 
aiul poor salaiy. he, like the teacher, is 
enthusiastic .ahoul now pedagogic inputs, 
perhaps a little more so Howevei. the 
shiksha kurnii woiks intliesanK'conditions 
as Ihc tcaciier, le. paucity ol leachers. 
mulligrade leaching, inadequate super¬ 
vision and n l.uk ol leiognition and 
incentives lot excellence 

The \ tew of the village Kprewntatives 
Since dci enii alisaiion thtough the elected 
bodies loiined the bedriH'k ot the shiksha 
kamit policy. Hie opinion and uUions of 
village level public lepicscnlalives are 
cntii allouiidei standing Its impaei. cuncni 
and I Ol the tuiurc Twenty Pancliayat public 
representatives tncludiiig sarpanches, 
upasaipanilies. lounsellois ot the muni¬ 
cipal corpoiaiions ami inenibets ol the 
villagcediK .iiioncoinmiUeeol the vil’.ages 

III whic li the sample setuKiis were situated, 
wea* inlei viewed iTable D i loi ihis sui vcy 

Almost all \ illage repiesinuativcs know 
Ihc teacher as well as the shiksha kartut 
ot their siluHvI by lacc, though a .small 
number did not know Hicm by name Nearly 
all had met Ihe teacher and the shik.sha 
karmi Most public representatives had 
disc'us.sed issues lelated lu (he improvement 
of the scluHii with the teaeher/shiksha 
karmi Only in one village, i e, village 1, 
did a public reprcsenlalivc complain that 
the Icuchcrdid not coitK' losclunil regularly 
and was unpunctual The re.st had no 
i oinplaiiiis about thetcachei or the shiksha 
karni Importantly, no public repre- 
sciitulivc made any comment on Ihc way 
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m nhich the teuchor taught or treated the 
Lhildren 

riiih survey mduatod a lack of clarity 
about the shiksha karmi policy at the 
panchayat level, among the very people 
who are expected to supervise and monitor 
the piimaiy sehixils (Table D) Nine out 
of 20 reprcscntati vc.s could not gi vc a clear 
answei as to what the dilterence between 
the teacher and the shiksha kurmi was and 
a compichensive answei was rate 

fsiurteenot the 20 village representatives 
interviewed articulated views about the 
shiksha karmis scheme Ten thought that 
appointment of shiksha karmis was a 
positive development, while only one 
thought that it was a disadvantage Three 
village representatives listed out advan¬ 
tages as well as disadvantages The major 
perceived advantage was that the shiksha 
karmi, becaust* he oi she was a local person, 
taught better and was nioie regular TIk* 
other stated advantage was that the 
government could get a cheaper teacher 
Two village lepu'seniatives coinmentc'd 
on the shiksha kainn's mexpetience and 
lack of training 

Only three out nt ihe 20 leprcsentatives 
said that no change was needed in the 
salarysiiuctuieof the shiksha kaimis Thus, 
the peiception that shiksha kaiiiiis w'eic 
not paid adei|uately existed at the p.inchayat 
level loo In tact, Iheie appeals to have 
been near unanimity on this issue It is 
not suipnsing that the state govern- 
meni has ultimately h.ul to give in to this 
pressure 

The icaction ot the vilkige tepiescnt- 
atives to panchavai i oniiol of sclusils was 
mixed F.ighi thought that it was an 
advantage to have the scIkhiI undei llie 
administrative contiol ot the panchayat. 
three said that it was .i disadvantage, two 
saw both advantages ,ind disadvantages 
Utree village lepiesentutives saul that it 
made no ditteience. while one did not 
know The most commonly peiceived ad¬ 
vantage was that coniiol by the panchuyats 
allowed tor bettei monitoting and the 
school became more legulai The most 
mu)oi pen'cived disadvantage was th.it 
there was unnece.ssaty inieifeiciicc by the 
panchayats and harassment ol teacheis 
Rathci surprisingly, some village repie- 
sentativcs themselves did not perceive 
coiittol by the p,inc hayais as a>l vantageous, 
amt admitted to ttie piobicm ot undue 
inlet iereiiec One village representative 
summed up the issue rather neatly by 
commenting that panchayat control would 
be good only if the pan, hayal had genuine 
concern about tlie school 

Though they app ’.aied to sense a need 
for improvement in the .school system, the 


village rcprcscntalivcs were uncertain 
about how the school system should be 
changed When asked what changes were 
needed in the education .system, eight out 
of 20 had no comment to offer Five fell 
that teaching should improve in .some way 
Other desirable changes suggested were 
more teachers, more teaching aids, teachers 
not to he involved in non-teaching work 
and no inicrlcmcc in schooks However, 
no village representative offered a cleai 
planoi even an agenda This lack of opinion 
stands in stark contrast agaimst the furore 
ovc-i the appointment of shikslia karmis 
Obviously, education has yet to come on 
to tfie public agenda in the way that jobs 
are Mostly, the panchayats had taken an 
Intel esi in some construction or repati 
ucliviiy of the school building 

All issue Ihat needs to be addressed here 
IS. whelliei scluuils should be run by 
populai leprcscntativc bodies such as 
panchay.its or by experts and people 
involved in primary education Notably, 
elite s«. Iiools III this ci'untry ate usually lun 
by the l.iitei, even though they cater to 
resource) III communities capable of 
looking .itiei ihcir own interests It cannot 
be •issiimed ih.it panchayats. even when 
deepivconceincd about improving schiKils. 
would necessarily know how to go aboiil 
It Motivation and will arc not suffic leni 
to manage sc Iiools, skills aie ''quallv 
important 

ihe Parent!, The iinal veidict on the 
firoduct can only be given by the con¬ 
sumers. I c. die children and the patents 
in this case While no specific iniormatioii 
about the icachers or the shiksha karmis 
could be elicited fioin the children, all ot 
who saul Ihat they were "good”, it was 
inoie possiltic to get parent's fieKeptions 
li )i ly-l I ve pai ents wIkisc' chi Idien studying 
in the 10 sampie schools wcic contacted 
and intciviewed (Table li) 

.Almost all putenis knew (he Icachci and 
the shiksha karmi by lace and by name 
Most had met lliem (o discuss then watds. 
though nearly one-lourth had not How¬ 


ever, a majority of the patents were un¬ 
informed and unconcerned about the 
shik.sha karmi policy. Twenty four parents 
did not perceive any difference between 
the teacher and the shiksha karmi. Among 
the 21 who were aware of a ditference, 
nine understood that the shiksha karmi 
was not well paid ora temporary appointee 
Three said that the .shiksha karmi was an 
employee ot the panchayat while the 
leachei, ot the state government. Some 
parents pointed out that shiksha karmis 
worked harder oi were more enthusiastic 
About the shiksha kaimi’s salary, 2.5 
parents had no comment lootter Nineteen 
I avoured an inerea-sc, and only one thought 
that It was adequate 
.Similaily. 26 puicnts did not have an 
opinion as to whether Iheie was any 
advantage m employing a shiksha karmi 
instead ol a icvciu-r OI the 10 who did 
have an opinion, all except one thought 
that shiksha kannis were advantageous 
File most oiten quoted leason was that the 
shiksha kunni. because ot being local, was 
inoie legulat. committed and undeistood 
tlie children hcttoi Two parents perceived 
the .shiksha kainiis as not being trained 
The paicnts' opinion is valuable, siiici* 
iliey aic not likely lo lake sides’ on the 
various issues involved 
The views expressed by the village 
tepiescntulivcs.Indpumiits would indicate 
that shikslia kaiiiiis do appeal lo peiiortn 
bettet than Ihe teacher 'Ilieyaiepcucived 
as morc legulai, punc lual and hardwoi ki ng 
Moreo vei. most vi Huge i epresental i ves and 
paienis altiibuted this to the 'local' natuic 
ot ilie.shikshakaniu .Significantly, shiksha 
kai mis at this point ot time wcreconti actual 
employees who could have been thiown 
out easily toi negligence oi duly hy the 
janpud panchayats No doubt this teai kept 
them peiloinitng at a minimum level 
However, hiring temporary pena nncl. 
who can he lemovcd lor noii-perloimance 
IS not an citcclivc and compreltcnsivc 
incentive system Firstly, teat of being 
thniwn out does not encouiagc people 


CORRlGKNDliM 

THE TORONTO-DOMINION BANK 

With reference lo the Balance .Sheet published in EPW of June 12. 1999 
(pp 1.544-1 .S4K) the statement as under was inadvertantly omitted on page 
1546 undei the heading ‘Advances'. 

"As at March 31st 1999 and 1998, the Bank has no non-performing 
advcinees” 

The omission is legrettcd 


16 ()ft 


Economic and Political Weekly June 19, 1999 



towards excellence, but only towards 
petfomung at a basic minimum level to 
keep going. Secondly, all the problems of 
lack of security, i e, people looking for 
better opportunities, not investing in long¬ 
term skills, better candidates leaving, etc, 
can appear. Finally, when the ‘incentive’, 
or rather blow, of being thrown out is 
delivered, even the employer does not 
benefit very much Rather than better 
perlormancc, he is faced with a vacancy, 
which has to be filled up and a new 
appointee lias to be put on trial yet again. 
Experience has shown how dilficult and 
time-consuming recruitment can be 

Unfortunately, apait from the basics, 
such as the tcacher/shiksha karmi being 
regular and punctual, neither the village 
represeniauves nor the paients had much 
tosay Teaching styles howmuchchildten 
hud actually learned grievances about 
slandars. workload, home work, etc. did 
not emerge as issues Like the village 
rcpicscniativcs, ihe parents did not have 
a clear s iston about what they wanted the 
school to be Twenty lour parents had no 
Lomnients to otter about whethei any 
change w'as needed in the system ol 
educ.Uion Among those who did, an im- 
piovcmcnt in thelcaching-learning prosc.ss 
was .seen as drsiiahk 

Paients were also tion-coinmiual about 
the shill 111 admimsiralion ot schools 
Twenly six patents did not know it it was 
hellurot worse lorthe paiiehayats toeontrol 
s^'iuiols Ouioltne l9whogaveanopinion, 
10 saw It as advantageous, .seven as dis¬ 
advantageous and two could see the 
positive as well as the iiegali ve points The 
most matoi pi'ieeivedadvanlage wusbettei 
monitoring at the local level and the 
disadvanl.'gc. undue inlet fereiice ,ind 
insulting behaviout ot public repre- 
si'ntatives towards the leaehei s Six parents 
conimcnlcd that the panehayat aiul the 
villagers themselves wcic also caielcss 
about the .school. 

This paper has atgued that the irans- 
iorniation of the teai her may be much 
moreani.ssucolhis/hei wotkttig conditions 
1 c. motivation, .skill dcvclopnicnl. schixil 
atmospheie, Ihe incentive system, super¬ 
vision, etc. than of iccniiimcnt policies 
It so. the expressed concerns of the 
pane hay ats do noi auger significant c hange 
•or the .school .system as yet 'fhe relative 
pas.siviiy ot the parents, as ol the pan- 
chay ats, about improving (he performance 
ot the teachcr/shik.sha karmi forms the 
ciux ot the whole i.ssue of dcccntrali.sation 
and community control ol schools While 
icccnily researchers have argued that 
parents ‘want’ to send their children to 
school, it needs to be pointed out that this 


demand appearstoexist in themoie passive 
sense, le, parents are willing to send 
children to school if it exists and functions 
The more active manifestation of this 
demand, in teims of supervising and 
supporting the school, taking an interest 
in the tcaching-lcaming process and 
thinking about educational issues is more 
difficull to come by 

It IS not wiihin (he scope of this paper 
to comment on why .such active demand 
did not exist among the parents and public 
representatives sui veyed It is sufficient to 
say that it docs exist among better uif. 
.specially uiban people, wliocan be greatly 
concerned about (heir children’s x|ualily 
ut scluMiling Mill eovci. even when people 
are concerned, translating the concern into 
action and actiia ll> getting results depends 
on ski Ms, level ol I nt Ol mation. coni idcnce. 
resouKcs The point is, that given the 
current siiuation, the tran.sf ormulion of the 
teacher may noi be achieved by simply 
tianstering (he adnuiii.stration ol .schools 
to panchayals Possibly, panchuyats will 
develop gtcaici understanding over (ime 
In Ihe inlcnm, however, a more pmaitivc 
lole at the go\ eminent level, thiough 
panchuyats Ol otlieiwisc. may be in ordei 

Si MMING lip 

The iiiipaci ol (ho shik.sha karmi policy 
has not been even in the ten schixils 
Howe vei. i hen* is at least one happy ending 
to the stoiy In sihiKil I. which has one 
leaehcr and one shiksha karmi. a minor 
revolution has come about with the 
appoiiitineni ol die shiksha kamii In this 
sc hiuil. Ihe teacher stayed in a nearby city 
and was dissalislied with his posting in 
a small, badly connected tribal village I Ic 
also said that lui k ol knowledge ol the 
local language was u mator handicap in 
teaching In the tliiec months pn'vious to 
the survey, he appeared to have spent 
almost all his lime on non-educational 
work III (his repiesciilatives and parents 
were voial about their dussatisfaction 
with the teacher Most parents had ncvci 
met him In coniiasi. the .shiksha kaimi 
bc'longed to ihe v illage was devotcxl to the 
schixil and conunitted to educating the 
children of (he community Moreover, his 
knowledge «l the local language makes 
him clfective Parents and public repic- 
seniativcs repmied that the schrxil lunc- 
tioned rcgidatlv and punctually .since Ihe 
aiHxiintmciU ol ihe shiksha karmi andlhcic 
was a substantial increase in children's 
attendance Incidentally,Ihequalifications 
of the teachei uiul Ihe shiksha karmi were 
the same Both luo studied up to grade 
XII and neithei had a teacher training 
degree 


School t is situated in a small tribM 
village and the ‘regular’ teacher cleariy 
did not think it worth his while to make 
too much effort A young enthusiastic 
local youth as the shiksha karmi appears 
to have changed things for the better, 
illu.sirating how a local teacher can 
contribute sigiulicanlly to developing 
the schcHiI as an insiiiutinii of the com¬ 
munity 

On the other hand, schcxil II, which is 
also situated in a small village connected 
by a ‘kachcha’ road, did not report such 
a translomialion. It may he noted that the 
shiksha karmi of this .school was not a 
local lesidcnt but, like the teacher, belonged 
to anothet village in the dislrici Neither 
stayed in the village The village sarpanch 
was inactive, with her husband frankly 
and openly the power behind the throne. 
None ot the parents had any opinions to 
(lifer about the schixil The upusaipunch, 
w hodid venture some comnxMils. icniaiked 
that there was no advantage in the 
panchayals controlling schools, the whole 
point was sincciitv. whether ut depatt- 
menlal ollicers or panehayat members 
These two examples illiislratc that a 
more commuted andutleelivc teaclK’i. as 
in sclxxil I, cannot behnnight ,iboui thiough 
suitable reciuiimcnl policiesand panehayat 
control alone, though thc.se may well 
lacilitate such change In schtxil I, the 
concerned and enthusiastic teacher has 
‘happened’ with the airival of a shiksha 
karmi who belongs, and is iniXivated But 
in other sihixils, such as m school II, the 
same may need lo K* induced Moreover, 
il may K' noted that even in sclxxil I the 
lack ot positive incentives could dampen 
the shiksha karim'sentliusiasm. ttain him 
and piovide iiKeiiiives m itxike him into 
a really goixlleav hei It the iransiormaliun 
ol the leachei is to be systemic ralhei than 
sporadic, il cannot he lell to chance and 
good luck, hut will have to he piomoted. 
vlep hy step 

Notes 

11 am guild ul lo Ihe N<itHiiial Socx'iy foi PninKiiion 
ol Ocvclopnx’ni Adniiiiislraaitn Rescaa'h and 
1iainiii|!. Mussoorir lor lumliii).' the case study 
on which this papcT is based Arvtnd Ciupte's 
suppoii wilh the Tidd woik was invaluahle The 
views expressed aie pcisonal 1 

1 Tills policy should not he i out used with the 
shilkshn karmi policy ul Raiasllian The two 
hhaie a loinmon naiix:. but little else 

2 This provision had existed eailier hut had nut 
been iinplenx'nied elhctivdy 

I Tin* sample nl ten leochets and ten xhikslui 
kainus IS admittedly liny The attempt in this 
case study however is not lu dtaw stalislicaf 
conclusions hut lo delincalc enwrgmg issues 
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ffiaciBank ICICI BANKING CORPORATION LIMITED 

Registered Oftic >> Landmark. Race Course Circle. Vadodaro 390 007 


BAIANCE SHEET AS ON MARCH 31, 1999 

(Rupees in thousands) 


Schedule' 

As on 

As on 



31.3.1999 

31 11998 

CAPITAL AND LIABIUTIES 



Capital 

1 

165,00,07 

I6S.(M).07 

Reserves and Surplus 

2 

14332,99 

101.75.21 

Deposits 

3 

6072,9438 

2629,02,39 

Bomiwings 

Other liabilities and 

4 

199,88,84 

192.22,51 

piovisions 

5 

40030.64 

191,42,95 

Total 


6981,66,92 

3279.43.13 



JE?. EE— 


ASSETS 




Cash and balances with 
Reserve Bank of India 
Balances with banks and 

6 

465,8032 

310.09.65 

money at call and 
short notice 

7 

1172,44,06 

562.78.96 

Investments 

8 

2861,22,70 

1023.39.18 

Advances 

9 

2110,12,00 

1127.87.15 

Fixed Assets 

10 

199,62,83 

18.3.69.89 

Other Assets 

11 

172,4431 

7I,58..10 

Total 


6981,66,92 

.3279,43.13 





Contingent Liabilities 

12 

5013,97,06 

2906.24.92 

Bills lor colleciioii 


438,46,13 

218,18,80 

The Schedules referred to above form an integral part of the I 

Balance Sheet 



_1 


As per our Report of even date 

For S B BILLIMORIA & COMPANY 
Chartered Accountants 


Sanjiv N Shah 
Partner 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
MARCH 31, 1999 


(Rupees in thousaadi) 


Schedule Year ended Year ended 
3IJ.19f9 31.3 199a 


544,0Sai 

89,03^2 


25848.84 

85,05,11 


fi33.08,«3 341.53.95 


185,46.63 

57.60.85 

50,24.40 


291.31.88 


50,22,07 

1,85 


50.23.92 


INCOME 

Interest earned 
Other income 


IL EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and contingencies 
(Refer Note 1(0) 


ni. pRonTfLOss 

Net proiit/lnss (-) for the year 
Profit/loss (-) brought forward 

Total 

IV. APPROPRIATIONS 

Transfer to Statutory Reserve 
Transfer to Investment 
Fluctuation Reserve 
Transfer to other reserves 
Transfer to proposed dividend 
Transfer to coiporate dividend tax 
Balance earned over to 
Balance Sheet 


Significant Accounting Policies 
and Notes to Accounts 17 


Proftt and Loss Account 


For and on behalf of the Board of Directors 


425,51^7 

82,96,9? 

61,24,00 


569,72,84 


63,35.79 

39,21 

63,75.00 


20 , 00 ^ 

433.50 

17,00,00 

19,80,01 

1,98,00 

1339 


63.7530 




Place Muinhai 
Date Apnl 22,1999 


G. Venkataknshnan 
Chuf Financtal Officer 

Bhashyam Seshan 
Company Secretary 


Lalita O. Gupte 
Director 


Uday M. Chilaie 
Director 

Somesh R. Sathe 
Director 


K. V. Kamaih 
Director 


B. V. Bhargava 
Director 

H. N. Sinor 
Managing Director A 
Chief Executive Officer 
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(haaBank ICICt BANKING CX>RPORATION UMITED 

Regtstered Office Landmark, Race Course Circle. Vododoro 390 007 


SCHEDULES FORMING PART OF THE BALANCE SHEET 


(Rupees in thousands) 


SCHEDULE 1 - CAPITAL ' 
Authonsed Qqntiil 
30,(X),00,0(X) equity shares 
of Rs 10 each 

Issued, Subscribed and Paid-up Capital 
I630j00,700 (Previous year I6,W,(X).700) 
equity shares of Rs 10 each 
Lett Calls unpaid 
Add Forfeited shares 


SCHEDULE 2 - RESERVES AND 
SURPLUS 

I Statutory Reserves 
Opening balance 
Additions during the year 
Deductions during tte year 

II Capital Reserves 
Opening balance 
Additions during the year 
Deductions during the year 

III Share Premium 
Opening balance 

Aiiditions dunnrthe year | 
Deductions dunng the year j 

IV Revenue and other Reserves 
Opening balance 
Additions dunng the year* 
Deductions dunng the year 

V Balance in Profit and 

Loss Account 

Total 

* Includes Investment Fluctuation 
Reserve of Rs 483 SO lakhs 
iPirvious Year Rs NIL] 

SCHEDULE 3 - DEPOSITS 

A. I Demand Deposits 

t) From banks 
II) Fi-iffl others 
II. Savings Bank Deposits 
III Term Deposits 

i) From bonks 

ii) Prom others 

Total 

B, I Deposits of branches 

in Indu 

II Deposiu of branches 
outside India 


SCHEDULE 4 - BORROWINGS 
I. Borrowinp in India from 
i) Reserve Baidc of India 
II) Other banks 
til) Other insMuiians and 


As on 
31J.1999 


300.00,00 


As on 
31 3 1998 



165,00,07 


58.86.00 

20.00.00 


374R>.00 



14332,99 


739.90 

56932,13 

227,11,90 

1314,153 

395535.15 


3(M).(H),00 

SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 

I Bills payable 

II inter-office adjustments (net) 

I6S IN) 07 

III Interest accru^ 

IV Unsecured Redeemable 
Debentures/Bonds 


[Subordinated for Tier II 


Capital) 

165,00^ 

V Others (including provisions) 

81.86.00 

Total 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

27.00,00 

1 Cash in hand (including 


foreign currency notes) 

II Balances with Reserve Bank 
of India 


i) in Current Accounts 

- 

ii) in other accounts 

. 

Total 

17.50.00 

SCHEDULE 7 - BALANCES WITH 


BANKS AND MONEY AT CALL 

- 

AND SHORT NOTICE 

1 la India 

5,00,00 

i) Balances with banks 

“ 

a) in Current Accounts 

19.21 

b) in other Deposit 
Accounts 

101.75,21 

ii) Money at call and short 


• 3.72.29 
359.44.87 
103.7 L84 

258.55.67 

1903,55,72 


2629,02,39 


6072343S 2629.02.39 


6072,943 


II. Bomiwings ouuide India 
Toul 

Seemed bomwings in I ft II shove 
Rs. ‘Nil’ 


41,7739 

94335 


2629.02.39 


29,28.73 

162.93.78 



notice 

a) with banks 

b) with other institutions 

Total 

II Outside India 

I) in Current Accounts 

II) in Other Deposit Accounts 

III) Money at call and short 
notice 

Total 

Grand Total (I + II) 

SCHEDULE 0 - INVESTMENTS 

I Investments in India in 

i) Covemment secunties 
li) Other approved securities 
III) Shares 

iv) Debentures and Bonds 

v) Subsidiaries and/or joint 
ventures 

VI) Oiheis (CPs. Munial Fund 
Units, etc ) 

Total 

II Investments outside India 

Grand Total 


•(Rupees in thousands) 



9,263 6.99, 



4563.42 


465332 310.09.65 


43,M,60 . 15,25,20 

198.163 10.00.00 

197.0131 8.63.00 


431.98,61 33.8830 


2035.23 26,48,29 

713.1032 502.42,47 


7334535 328,90,76 


1172443 562.78.96 


1527316 704,67,00 

1.8833 47,03,40 

666413 216,30.63 

5293445 35,18.15 


2861370 102339,18 
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ffiociBank ICICI BANKING CORPORATION LIMITED 

Registered Ofii'n Lrariiirriark Race Course Circle, Vododara 390 007 


SCHEDULES LORMINC PART OF THE BALANCE SHEET 


(Kunccs 111 lh<iu<ands) 


SCHKUtILK t - ADVANfliS 
A I) Bills purihascd and 
disiounied 

III ('xsh (.ri'dils, ovcrdialls ,uid 
loans repayable on demand 
III) Term loans 


As on 
ri I l<)9K 


4S4,9S,<II I MO 91 <17 


13113,50.50 

271,65.59 


Ktl 59 46 
145.16 12 


II27.K7.I5 


II .Secuicd by tangible assets 1825,35.08 1057 <4 16 

II) C'ovcicd by Bank/ 

Ciovernmcnl (luaranlees 57,61,46 6 44.04 

ml ()nsei.un.‘d 227,15,46 64.08.75 

Total 2110,12,00 1127 87.15 


Adsaiiks's in India 
1 ) Piiiirity ScLtor 
III Publii Scitor 
III) Banks 
IVI Others 


11 Ad values nulsidc India 

I) One from b<mks 
III Due Iroin others 

a) Bills purch.ised and 
discounted 
hi Syndicated lu,ins 
cl cithers 

Total 

Grand Total ((’ I + III 

SCHEDULE 10 - FIXED ASSKT.S 

I Premises 

At cost as or list March oi 
preceding year 
Additions dunng the year 
Deductions dunng the year 
Depieciation to date 

II Othei Fixed Assets (including 

Furniture and Fixtures) 

At cost as on list March 
of preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

III Assets on Lease 

At cost as on 31st March oi 
preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to dale 
Accumulated lease adiusimcnt 
and provisions 


128 66.92 
799 20.21 


2110,12,00 11127.87.15 



106,62,05 

23,59,15 


1127.87,15 


28.81.71 

77.80,32 

(4,12.72) 


49,79,77 I 11.1.5,42 
204S.S8 I 18,65.06 
(20.71) 

(28,96,93) I (18.97.80) 


6234,86 I 52.74,86 
9,60,00 

(430,80) . 

(8.63,99) (5.58,26) 

(15.7137) (6.38.01) 


199,6233 183,69.89 


SCHEDULE II - OTHER ASSETS 

I Intei-nflice adjustments (net) 

II Inttfc'i accrued 

Hi Tax paid in advancc/lax 
deducted at source (net) 

IV Stationery and stamps 

V Non-banking assets acquired 
m satisfaction of claims 

VI Others* 

Total 

* Includes advances for Capital 
Assets Ks <)08 82 lakhs 
(Previous year Rs 129 67 lakhs) 

SCHEDULE 12 - CONTINGENT 
LIABILITIES 

I Claims against the Bank not 
acknowledged as debts 
. II Liability (or partly paid 
investments 

ill Liability on account of 
outstanding forward 
exchange contracts 

IV Cuoianlees given on behalf 
of constituents 

a) In India 

b) Outside India 

V Acceptances, endorsements 
and other obligations 

VI Other items tor which the Bank 
IS contingently liable 

Total 


SCHEDULES FORMING PART OF 
THE PROFIT AND LOSS ACCOUNT 


SCHEDULE 13 
EARNED 


INTEREST 


Interest/discount on 
advances/btlls 
Income on investments 
Interest on balances with 
Reserve Boidt of India and 
other Inter-bank funds 
Others 


SCHEDULE 14 - OTHER 
INCOME 

I Commission, exchanp and 
brokerage 

II Proflt on sale of investments 
Less Loss on sale of 

investments 

III Pnrfit on levaluation of 
investments 

Leas Loss on revaluation of 
investments 

tv. Profit on sale of land, buildings 
and other assets 

(Contd..) 


(Rupees in thousands) 


As on 
313.1999 


1.M 

66.IS.<M 

27.36,42 

2,23,50 

2,26 

54.54 

1.27 

104,02,70 

43,66.07 

1723431 

71.58,30 

28,15 

62.89 

3,75,00 

- 

3966,6734 

2.152.80,11 

462.9831 

264,66,79 

558,65,92 

286.64,22 

21,61,94 

1,50.91 

5013,97,06 

2906,24,92 

Year Ended 
313.1999 

Year Ended 
31.3.1998 

225.9530 

2083931 

14.1.24,99 

79.52.23 

109,41.10 

1930 

32.14,15 

3.57.47 

5443531 

258.48,84 

3731,15 

123339 

25.1639 

35.24,18 

- 

72.02 

(933) 

(4.38) 
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ihaaBank ICICI BANKING CORPORATION LIMITED 

i^egiitereci Ofti'.n Lonnmoik. Race Course Circle. Vadodara 390 007 


SCHEiniLhS hORMING PARI Oh WE PROFIT AND IX)SS ACCOUNT 


I Rupees in ihiiusjmKi 


(Rupees in thuusands) 



St'liKmiLK 14 - K'ontd.) 

V Pniiit iin exchange ironsactiuns 
l.e\s Loss on exchange 

iransaiiions 

VI Inuiiiie earned by way of dividends, 
etc lioiii subsidiary coniponies 
jikI/(» |(Hni veiMun^t ohniad/m India 

VII MisLeli.ineous Income* 

Total 

* Include. Ks S11 97 lakhs (Previous 
VCMr Rs ()()S SS lakhs) being the 
aiiuiuni ol lease rental income'aftci 
odiiisting tlu. net lease equalisation 
of Rs 476 97 lakhs (Pn-vious yeui 
Rs 404 93 lakhs) 

SCHKUULK 15 - INTEREST 

KXPENOKIl 

I Interest on depo<its 

II Interest on Reserve Bank ot 
Indio/lnier bonk bornwings 

III 'others 


Year ended 
31J.I994 

Ycai cmird 

31 3 |U(|K 

.34,11,59 

17.11 OS 

5,16,52 

li.ltl (S 

89,03,42 

X5(lv,ll 

.371,87,45 

2«.,39,76 

33.24,66 

161 91 ‘14 

'0 ()9,S0 
13.4:.19 

42541,87 

IX5.46.63 





SCHEDULE 16 - OPERATING 

EXPENSES 

I Payments to and provisions 
for employees 

II Rent, taxes and lighting 

III Pnnting and stationery 

IV, Advertisement and publicity 

V Depieciation on Bank's 
property 

VI Directors' tees, allowances 
and expenses 

VII Auditois' fees and 
expenses (including 
branch auditors) 

VIII Law charges 

IX Postages, tclegrains 
telephones, etc 

X Repairs and maintenance 

XI Insurance 

XII Other expenditure 


Year ended 
31.3.1999 


IS.1S^1 

11..37,00 

3,24,02 

3,.39,0I 

17.52,81 


Yeai ended 
31 3 1998 


12.26.65 

7,70.56 

2,95,12 

2,05,29 

14.47.23 


4,32,65 

7,57,13 

2,24,82 

13,96Jl9 


82,96,97 


2.15.24 

4,19.72 

1.14.43 

10.17,47 


57.60.85 


SCHEDULE 17 - SIGNIFICA.NT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS 

A. SIGNIFICANT ACCOUNTINfJ POLICIES 

1. Investments: 

a) All investments are categoiised as per Reserve Rank of India (RBI) guidelines and classified as 'current' They are valued 
at cost and/or market/lair value as at March 31. 1999 in accordance with guidelines issued by the RBI 

b) Depreciation/appreciation tor each category is aggiegatcd Net appreciation, it any. tor each category is ignored 

c) Costs such as nrokciage, commission, etc , pertaining to fixed income securities, paid at the time ol acquisition, aie charged 
to revenue 

d) Broken period interest on debt instruments is treated as a revenue item 

2. Advances, Income Recognition and Provisioning 

a) All credit exposures are clas.sified os per the RBI guidelines into performing and non-psifurming assets Funher, non-performing 
assets are classified into sub-standard, doubtful and loss assets for income recognition and provisioning 

b) Interest income is recognised in the Profit and Loss Account as it accrues except in the case of non-perfbrming assets where 
It IS credited to Interest Suspense Account and nut reckoned as income to the accounts 

c) Lease income is calculated by applying the interest rate implicit in the tease to the net investment outstanding on the lease 
over the primal lease period, as pa the Guidance Note on Accounting for Leases (Revised) issued by the Institute of Chartered 
Accountants of India 

d) Provision for non-performing assets is made in conformity with RBI guidelines 

3. Fixed aiscts and deprcciatiim: 

a) Premises and other fixed assets are accounted for at historical cost Fixed assets are depreciated using the 'wntten-down value' 
method except leased assets -vhich are depreciated using the 'straight line' method 

b) Depreciauon is provided at the rates as pa Schedule XTV to the Companies Act, 1956 on all assets. 

c) TJe^eciation on additions is provided on t pro-rata basis for completed months Additions to fixed assets after the ISih 
day of a month are not depreciated for that month 

4. Forax transactions: 

a) Monetary assets and liabilities are translated at closing exchange rales as noufied by the Foreign Exchange Dealers' Associsbon 
of India'(FEDAI). 

b) Unrealised gains/losies on outstanding forward contracts as at the end of the year are taken as current income/expenies in 
accordance with the RBl/RoDAI guiwtinei. Premium/discoum on hedge swqts are recognised os inttrest income/expenses 
and ore amortised ova the penod of the transactions Contingent Liabilities at the Balance Shea date on account of foreign 
exchange contracts are reported at contracted rates 

5 . Stair bcocflta: 

a) Contributions to Oratuity/Provident/Penaion Binds fa staff ore bang accounted on accrual basis. 

b) Leave encashment liability is provided for as pa the eligibility criteria of Bank's rules 
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fiiaciBank ICICI BANKING CORPORATION LIMITED 


R^igisterdd Oltice Landmark. Race Course Circle, Vadodara 390 007 


B. NOTfcS TO ACCOUNTS 
1. DLsclusure in terms of KBI circulars: 

a) Capital adequacy ratio is 11 06 per cent (Previous year 13 48 pei cent) 

b) Percentage ut net non pcilormtng assets to not advances is 2 88 per cent (Previous yeai I 14 per cent) 

c) 'Provisions and Contingencies' as charged to the Profit & Loss Account lor the ycai is in respect of 
(i) intume tax Rs 3,(X)0 00 lakhs (iH-evious year Rs 2.03000 lakhsi, 

(II) interest tax Rs 375 00 lakhs (Previous yeai Rs 245 00 laLhsi 

(III) wealth tax Rs3 00 lakhs (Previous yeai Rs3 00 lakhs): 

(iv) wiitc back of excess depreciation on investments Rs.483 50 Mchs (l^evKius yeai kk'pieciation on investment Rs 1,38040 lakhs), 

(V) non perfotmtng assets Rs 3,220 00 lakhs (Previous ye.ir Rs 1,361 00 lakhs), and 

(VI) others Rs 9 50 lakhs (Previous yeai Rs 5 00 lakhs) 

d) Bank has raised subordinated debt of Rs 16.80000 lakhs during the vear fPtCvious year Rs Nil) 

e) Business ratios Poi the year ended Poi the year ended 


_3J 3 IW9 

(i) Capital Adequacy Ratio Tier I Capital (per cent) '7..32 

III) Capital Adequacy Ratio Tier II Capital (per lenti 3.74 

(III) Interest income to working funds ((kt cent) Ii.22 

(ivi Non inteicst income to working f’-nds (per tent) 1.84 

(V) Operating profit to working funds (per cent) 2.57 

(vi) Return on assets (per cent) 0.91 

(vii) Business (average deposits plus average advances) 

per employee (Rs in lakhs) 513.91 

tviii) nrofit per employee (Rs. in lakhs) 7.11 


t| 3 1998 
13.18 
0 10 
II n 

3 6S 

4 tl 
I 53 

420 17 
8 33 


The Rescive Bank of India has redefined components of the business ratios Therefore, the comparative ratio for 1997 98 has 
been recomputed on the basis of redefined ratios 


f) investments 


(Rs in Likhs) 
As on 31 3 1998 
10,42,66 62 
19,2744 
10,23,39 18 


As on 31 3 1999 As on 31 3 1998 

Gross value of Investments in India 28,75,66.64 10,42,66 62 

Less Depreciation 14,43.94 19,2744 

Net value of Investments in India 28,61,22.70 10,23.39 18 

Pursuant to RBI directives dated March 30,1999 the excess piovision for depreciation in investments has been written back to 
the revenue.account by credit to ‘Provisions and Contingencies’ The amount written back has been transferred, by appropriation, 
to the Investment Fluctuauon Reserve [see note I (c ) (iv) above ] 

Previous year's Figures are regrouped and leclassitied. where appropriate 


ignatuies to Schedules 1-17 

For and on behalf of Board of Dircitors 


Mumbai 
Apnl 22. 1999 


G Venkaiaknshnan 
Chief Finimcial Officer 
Rhashyani Seshan 
CiimfHiHy Seiretary 


Labia D Guptc 
Diret lor 
Uday M Chitale 
Diret lor 
Suiiiush R .Saihe 
Diret tor 


Cash Flow Statement for the year ended March 31, 1999 


Coali flaw froa operating activltRa 
Net profit before taxes 
AdJnatBMnls for: 

Depreciation on fixed assets 

Lease Equaliiation 

Net depreciation on investments 

Provision m respect of non-preforming assets 

Provinon for contingencies 

Lou on sole of fixed assets 

AdJnstamtt for: 

(lnciease)fDecrease in Investments 
(lacreaie)/Decrease in Advances 
lncrease/(Decrease) in Borrowings 
liicreaie/(Decrease) in Deposits 
(Increasel/Decrease in Ollier assets 
lncrease/(Deciease) in Other liabilihes and provisions 

Direct taxes paid 

Net eosh flow f-wm opuaUng activities 


Year ended 
31 3 1999 


97.13.79 

17.52,81 

4.76.97 

(4.83.50) 

.32,20.00 

9,50 

_ 9.53 

1.46.99.10 

(18.33.00,02) 
(10.08.90,34) 
7,66.33 
34.43.91.99 
(99.11,35) 
- 4 Q JI, CT 
Is 1.38.29 
(35.46.96) 


KV Komath 
Director 
B V Bhargava 
Director 
H N Sinor 
Managing Direilar and 
Chief Exei unve Officer 


(Rupees in thousands) 


d Year ended 

9 31 31998 


9 73.30.07 


14,47.23 

4.04.92 

13.80,40 

13,61,00 

5.00 

4,38 

1.19,03,00 

(6.01,84.62) 

(3.47,78,61) 

994M,01 

12.81.42,34 

8,06.83 


-WBi 


4.72,5439 

(23.20.82) 
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standard jg Chartered 


Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with limited liability) 


Balance Sheet at 31 March 1999 



Capital & Liabilities 

Capital 

Reserves & surplus 
Deposits 
Boi rowings 
Othci liabilities & 
provl^lons 

Total capital & liabilities 


Assets 

Cash & balances with 
the RBI 9 

Balances with hanks & 
money it call 

& short notice 10 

Investments 1(0, 2, II 

Advances 1(d), 12 

Fixed assets 1(e), 13 

Other assets 14 

Total assets 


Bilk tor collection 


1999 
(Rs 000s) 

1998 

(Rs 000s) 

5.800.10') 

53,526,452 

16.164.335 

7.419.569 

48.017.149 

3.518.651 

6.080,67^ 

5,032.604 

81^71,572 

' 

63,987.973 

6,618.153 

5,217,371 

2,311.466 

27.197,662 

33,812.167 

2.6.59,809 

8.972.315 

303.788 

15.275.992 

31.797.351 

2.587,953 

8.805,518 

81471472 


203.122.659 

199.909.734 

3.071.462 

2,990.528 




Profit and Loss Account for the year ended 
31 March 1999 


1999 

(Rs 000s) I (Ra 000s) 



Note 

Income 

Interest earned 

16 

Other income 

17 

Total income 

Expenditure 

Interest expended 

18 

Operating expenses 

19 

Provisions & 
contingencies 

20 

Total expenditure 

Front 

Prolit for the year 

Extraordinary item 1(h), 21 

Net profit 

Appropriations 

Transier to Statutory Re.serve 5 

Transfer to Head Office 
Account 

5 

Transfer to Investment 
Fluctuation Reserve 

5 

Transfei to Rcmittable 
Surplus retained in 

India for CRAR 

5 

Total appropriatioiu 



8.7.'>9.988 6,936.317 

2.149,564 2.027.64 1 

10,909,552 8,963,958 


5.848.538 4.649.917 

2.516.712 2.631.099 

85^720 1,015.962 

9Jtl8,970 8,296,978 


1.690.582 

(1.653.921) 


36,661 


666.980 

666.980 


7.332 133.396 

(43.085) 71.584 

40.561 

31.853 462.000 


36461 666400 


The accompanying notes are an integral part of this 

The accompanying notes are an inlegnd part ef this statement 

Balance Sheet. 

In terms of our attached report of even date. 

In terms of our attached report of even date 


Bharat S Rant & Co. 


Chartered Accountants 

• 

Sd/- 

Sd/- 

Balaji Swaminathan 

MartiB Flah 

Partner 

Chief Executive, India 


Sd/- 

Mumbai 

R. Gan^mlfay 

1 June 1999 

Chigf Financial Officer 
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standard it Chartered 

Standaid Chartered Bank-India branches 
(Incorporated in the United Kingdom with limited liability) 


Notes to the Financial Statements for the year ended 31 March J999 


(Amoitnit m thousands id' Indian Rupees, except otherwise stated) 

I. Signifleant Accounting Policies 

lai (iencral 

The attompanying rmoncial itntenients of Slandanl Chartcicd Bonk-India branches (“the Bank”) are prepared under the histone cost 
Lunvention (as modified by Note 1(c) below) on the accrual basts of accounting (as modifled by Note 1(f) below) and conform with 
the statutory provisions and practices prevailing within the banking industry in India 

III! Transactions involving foreign exchange 

<i) Monetary assets and liabilities in foreign currencies aie tionslated at rates of exchange notified by the Foreign Exchange Dealers’ 
Association of India ("FEDAI”) at the year end, except in the case of deposits accepted under the RBI's Foreign Currency Non* 
Kesidcni Accounts scheme (FCNR-B), which are swapped into rupees at the spot rale prevailing on the date of acceptance All 
prolits/losses resulting from year end revalutuions arc included in the Profit & Loss Account 

I Ik- piofiis/losscs on the swaps mentioned above arising out of the diffeience in the exchange rale between the contract dale 
anil the niatuniy date ore included in “Other Liabilities” and amortised over the remaining period of such FCNR(B) deposits 

(III Im uinc and expenditure items are translated at the exchange rales prevolenl on the dale of the IransocUon, except fat the interest meome 
and eK|iense.s on foreign currency asseis/liabiiitics where tlnrse are translated at the exchange ittes prevalent at the month end 
(III I Outstanding foiward exchange contracts (excluding deposit swaps) and spot exchange contracts are revalued at the rates of exchange 
nodtied by FF.DAI prevailing at the year>end and tht lesuiting piofils or losses are included in the Profit & Loss Account This 
IS in ai (ordante with the letter number l28.VRevalualinn/SPL-24/8K doled 8 .September l ‘)88 issued by FEDAI. At per RBI circular 
no HI' Bf fiK/2 1 04 OI 8 AN 1 dated S June 1996, banks are required to loliow FEDAI guidelines rather than Accounting Standard 

II prcsiiilKd by the Institute of Chartered ALCnunljiits of India 

It) Investments 

All invcsiiiicnis air “Current tnvestmenis” and valued at the lower of cost and market value in aggregate for each category in compliance 
with the KHI ici|uiieiiients as follows 

• net depret latiiin relating to lunent year is charged to the Profit and Loss Account, 

• net appieitation at yeai end is not recognised However, net appreciation by investment category to the extent of excess depreciation 
provided in cailier years has been appropnoied to Investment Fluctuation Reserve account, net of Minimum Alternate Tax (MAT) 
.md tiansfei to statutory reserve 

Tieasiiiy Bills and Commercial Paper ore valued at tarrying cost Any premium or dcscouni to face value is amortised to molunty 
Investments m subsidiaries are valued at cost less provision where, in the opinion of the management, a pennanent ihmmution in 
value lias occurred 

id) Advances 

Doubtful advances uiv identified by periodic appraisals of the portfolio by the management and appropriate pros isions are made The 
■elated interest on such doubtful advances is ciedited to an intciest tq suspense account and not mcluded in income until received. 
Advances are slated after deduction of provisions and interest in suspense All provisions against doubtful advances are made on a 
gross basis with lax relief being accounted for only in the year of wme-off 

(e) Fixed assets and depreciation 

Fixed assets are stated at historical cost less accumulated depreciation, except premises which are revalued penodicully All fixed 
assets arc depreciated on a straight-line method at the rates specified in Schedule XIV to the Companies Airt. 1956 

(D Income recognition 

Income is recognised on an accrual basis, except in the case of doubtful advances os staled in 1(d) above, and guarantee commission 
where It IS recognised on receipt 

(g) Retirement benefits 

The Bank has created separate funds recognised undei the provisions of the Income Tax Act, 1961 for pension and gratuity benefits 
for Its employees 

the Bank has conducted an acluanal valuation of retiicment benefits at 31 Match 1998 and has fuH^ funded its liability on a 
“discontinuance” ba.sis at 31 March 1999 Using a more conservative set of assumptions on expected future trends in salaries, mvestment 
yields and inflation, the Bank needs to fund an additional sum of rqiproximately Rs 83 million (1998. Rt 139 imllion). The Bonk 
will provide for this liability over the estimated avciage lemaming working lives of its employees The liability on account of gratuity 
benefits has been fully funded as at 31st March 1999 

(h) Eiuly Separation Scheme (ESS) costa 

The Bank expenses ESS costs in the year in which fhey are incurred During the year, following a decision to rationalise its opentUms. 
the Bank introduced and Early Separation Scheme ('KS'). for certain employees The aggregate costs of Rs. I.6S4 million has been 
fiilly expensed in the current yew and reflected as an ‘Extraordinary item’ in the Profit and Loss Account 

(i) Net pr^i 

The net profit disclosed in the Profit & Loss Account is after accounting for, inter alia, provisions for taxes, doubtful advances and 
other necessary provisions. ___ 
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standard Sr Chartered 

SUMulard Chartered Bank-India branches 
(Incorporated in the United Kingdom with iimited liability) 


NOTES TO THE UNANdAL STATEMENTS FOR THE YEAR ENDED H MARCH 1999 


1. Investments and Claims 

(a) Ihc ilevclopinents (lurm(! tiu current yeai in lecpeci u> various claims on the Bank on account of deftciencies in its asiiets and 

claims against it, arising lioin earlier transaviions in the securities markets relating to the period Apnl l*>9l to May 1992 are 
desciibrd below , 

li) Civil actions against several banks, tinaiuial institutions and individuals to recover amounts, some of which have also been 
investigated by the Central Bureau of Investigation, continue to be pursued One of the actions was concluded m December 1998, 
when the Special Couit passed a judge inent in favour of the bank, upholding its claim against certain sec unties received from 
a broker in 1992 consequent to the disi overy of the 'scam' The Bank ^ recognised the above recovery pending final disposal 
ot the appeal before the Supreme Court Ihe slay on the order of the Special Court which is opeiative pending final disposal 
of the appeal before the Supreme Court, rcstncis liquidation of these secuntie* dunng ihe intervening period The Bonk is therefore 
unable to liquidate these sccuntiei and establish its nghts as a pledgee as decreed by the Special Court Although the Bonk continues 
to remain confident of a favourable outcome ot the appeal, Ihe recovery will be recognised only on final determination of the 
matter by the Supreme Court However, none of these cases reached thetr logical conclusion, thus having no impact on the current 
rear's Profit & laiss AccouM 

III) In I9*)S, the Company Law Bowd had directed that certain secuniies of face value Ks 100 million be ngisieied in favour ot 
the Bunk The matter was stibuquently iiansferteil to Ihe Special Court, which, in a ludgemeni dated 21 April I9<)K has upheld 
the Bank's title to the securities and Ihe underlying accrued mteiest Consequently, Ihe Bonk has recognised Ks 112 million 
in the current year's Profit and Loss Account 

(b) As part of the iivil claims referred lo in note (a) above, certain investments of the Bank continue to he affected as follows 

(i) The Bank continues to hold Bnnkeis Receipts l"BKs‘’) of face value Ks 1,71U million and Subsidiary (.it ncial 1 cdgci transirr 
forms (“SGLs”) of face value Rs I,.110 million which have been written oil in the pievious years buithei, the Bank had 
issued a BR of face value Rs 10 million which is an acknowledged liability A claim relating to llie same is currently 
being beard in the Special Court The Bank is bolding the relevant bonds and delivery of the same against any possible 
adverse ludgement will not impact the Profit and Loss Account 
(if) Certain securities of face value Rs 155 million (1998 Rs 355 million) are still to be registered in the Bank's name The 
Bank continues lo pursue the registration of these securities and is confident of resolving related disputes without incurring 
any significant losses The Bank has recognised inteiest of approximately Ks 41 million up to 1| March |999 on certain 
of the above mentioned sccunties, including interest of Rs 5 million recognised in the current year During the year, following 
a clanficatiun from (he RBI, the Bank has suspended interest accrued on a particular security from I Janu.iry 1992 to 11 March 
1999, which aggregates to Ks 179 million Further, securities of fate value Rs 50 million have matuted and the bonk value 
of Rs 46 million has been reclassified from "Investmenis” lo “Other Assets” 

(c) Relating to securities transactions of the 1991-92 penod, the Bank continues to hold an .SGL transfer form oi luce value Rs 2,500 
million issued by a nationalised bank The Bank has also issued an SGL transfer fuim relating lo the same security tor Ihe same 
amount to the same counterparty which continues to be held by the above mentioned bank The Bank continues to make attempts 
to clear these mutual outstandings 

(d) The Bank has received demands from Ihe Income Tax authorities relating lo the assessment years 1989-90 to 1992-93, 1994-95 
and I995-9A. and additionally for Ihe assessment years 1995-96 to I999-2<KX), on account of alleged failure to withhold tax 
from franchise charges paid to certain non-residents These demands have been paid The Bank has requested the Income Tax 
autbonties to keep Ihe interest (ax demand for the assessment year 1996-97 in abeyance 

The Bank believes that these demands ate largely unsustainable and will eventually he set aside Accordingly no provisions have 
been made and sums paid have been included in “Other Assets" 

(e) Dunng the year, the Bonk has received a favourable aopellate order for the as.scssmeni year 1992-91, which ha.s significantly reduced 
the tax demand, resulting in a tax refund The interest amounting to Rs 351 imllion received on the tax refund has been recognised 
tn the current year’s Profit and Loss Account 'Die balance of the tax demand is still subjudice 

(f) Although the Bank is not liable to pay any income tax on its cunent year's profits, in view of the provisions of Section II5-JA of 
Ihe Income Tax Act, 1961, the Bank hu, on a conservuive basis, made a provision of Rs 24 imllion (1998 Rs 113 million) on account 
of Minimum Alternate Tax (MAT) The Bank however believes did the provisions of this section are not applicable to it 

3. Inquiry Proceedings 

Ptoceedings in retdion to the conduct of the Bank's past secuntws transactions, vostro accounts and NRE acrouitts. are not yet complete 
The outcome of such proceedings is uncertain Accordingly, no proviaon has been made in these statements lo reflect the effect, if 
any, of Ihe outcome of such inquiries 
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standard ft Chartered 

Standard Chartered Bank-lndia branches 
(Incorporated in the United Kingdom with limited liability) 


NOTES TO THE FINANCIAL STATEMENTS 



1999 
(Rs 000s) 

1998 
(Rs OOfls) 

4. Capital 



Head OlliLc Capital 



Duposil kept with the Reserve Bank 
ol India under Section 11(2) oi the 
Banking Regulations Act, 1949 

978,500 

8I8,5(H) 

5. Reserves and Surplus 
(a) Siuiuioiy Reserves 

Balance, beginning ol the year 

760,117 


Additions during the year 

7,3.12 

■ulyil 

Hulancc, end of year 

767,449 


(hi Revaluation Reserve 



Balance, beginning ol the yeai 

1.768,556 

1.797.816 

Deductions during the year 

(76,521) 

(29.260) 

Balance, end ol year 

1,692,035 

1,768356 

(() Head Oltice Aciotinl* 

1 


B.daiii c beginning of the yeai 

1,887,.547 

2.0n,83(i 

Didiutions during the yeai 

(1.579.600) 

(78.731) 

liansiri Imm I’lolit and 
loss Aiioiint 

(43,085) 

71,584 

liansic'i lioiii Capital Reserves 

- 

6t,443 

U'ss Krniittahic surplus retained 
III India for CkAR 

(135.027) 

(IK2..585) 

Balante. end of veai 

129.835 

1387,547 

Id) Capital Reseives 



RalaiKc. beginning ol the yeai 

28.450 

91,89'* 

Loss Transicr lo Investment 
I'luctuation Reserve 

(28.450» 

(6.3,443) 

Balance, end ol year 

- 

“'28,450 

(el Investment Ruituation Rcseive 



Additions during the year 

40.561 

- 

Tianstci trum Capital Reserve 

28.450 


Balance, end ol year 

69,011 

- 

(1) Kcmittabic Surplus letained 



111 India foi CRAR 

Balance, beginning of the year 

2,974.899 

2,330.314 

Tiansfer liom Piofit & Loss 
Account 

31.853 

462,(X)0 

rianslei from Head OfTicc 
Account 

135.027 

182,585 

Ralarne. end ol the year 

~S^.199 

■J3F743W 

ToIhI reserves & surplus 

'7319369 

6. Deposits 

Demand deposits 

Irom banks 

181,217 

217.973 

liom others 

8,759.194 

6.724,764 

lotal demand deposio 


6,M2’W 

.Savings Bank deposit.^ 

5;<Qii;8i9 

33583’ 

Terni' deposits 

***“ 

. - 

Irom banks 

* 

- 

from others 

38.955.222 

37.216.025 

Total tom deposits 



Total depoaUs 

53326,452 

48317,149 

7. Borrowinga 

In India from 

Reserve Bank of India 

1.113,900 


Other banks 

12.635329 

2.640,846 

Other institutrons & agencies 

2,331,900 

806.694 

Outside India from - banks 

83,006 

71.111 

Total borrowiugs 

16,164335 

33183» 


FOR THE YEAR ENDED 31 MARCH 1909 



1999 
(Rs tIOOs) 

1998 
(Rs 000s) 

8. Other Liabilities and 
Provisions 

Bills payable 

471,019 

645,163 

Interest accrued 

3,442,648 

2.566,846 

Others (including provisions) 


1.820.593 

Total other liabilitlcB & proviskHK 

6,080376 

5.032304 

9. Cash and Balances with 



the RBI 

Cash in hand (including foreign 
currency notes) 

208.IS8 

166.445 

Balance with RBI 
in current accounts 

6.409.995 

5,050.926 

Total cash and balances with the RBI 

6.618,152 


10. Balances with Banks & 



Money at Cali & 

Short Notice 

In India 

Balance with banks - in current 
accounts 

S 6 f >311 

293,382 

Money at call and short notice - 
with banks 

1,720,000 


Outside India - in cuncni accounts 

24.655 

10,406 

Total balances with banks and 
money at caU and short notice 

2311366 

303,781 

11. Investments 

In India 

Covernineni securiiies 

16,127,344 

12.144,952 

Other approved securities 

436,910 

4IZ6SS 

Equity and preference shares 

252,833 

2333 

Debentures & bonds 

9.775.061 

2.265.678 

Subsidianes/joint ventures 

SOI 

501 

Commcrctal Paper 

605,013 

425,722 

Others 


23.651 

Total investments 

27.197362 

l53’i392 

12. Advances 



(a) Bills purchased & discounted 

1,918,151 

2,974,929 

Cash credits, overdrafts & 
loans repayable on demand 

14,266,724 

13,990328 

Term loans 

17,627,292 

14,831,894 

(b) Secured by tangible assets 


31.799^51 

19.310331 

21,941,918 

Covered by bank/government 
guarantees 

3.375,771 

274.149 

Unsecured 

10,925,565 

9.381.284 


33,812.167 

31.797381 

<c) Advances m India 

Prioniy sector 

8,408,869 

6,774,300 

Public sector 

13394 

614,349 

Banks 

26 

13,820 

Others 

25.389.678 

3331067 

24.392.882 

Total advances 

VLimSSi 



Non Performing Advances (net) as 
a % of Toud Advances (net), 
classified as per the RBI guidelines 

3 18« 

242« 
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standard Chartered 


Standard Chartered Bank>India branches 
(Incorporated in the United Kingdom with limited liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1999 



1999 
(Rs 000s) 

1998 
(Rs OOOs) 

13. Flacd Assets 

Premises 

Balance, beginning of year 

Z215,903 

2.056,104 

Additions during the year 

- 

159,799 

Deductions duwg the year (at oast) 

_ (47,746) 

- 


2.168.157 

2.2I5.W3 

Less: Depreciation to date 

(149.914) 

(114,862) 

Net book value of premises 

2JI18J43 

2,101,041 

Other fixed assets (including 
furniture A fixtures) 

Balance, beginning of year 

785,677 

753,280 

Addiuons during the year 

260,181 

227,750 

Deduchons duraig the year (at oast) 

(13,981) 

(195.353) 


1,031,877 

785,677 

Less: Depreciation to date 

(390,311) 

(298,765) 

Net book value of otiier fixed Hsets 

— WI4« 

«6;9n 

Nat book value of total Used asKis 

"ijssfjm 


14. Other Assets 

.. 


Interest aocnied 

1,148,510 

804,894 

Inter Office adjustment (net) 

2,463.602 

2,870,293 

Tax paid in advance/TDS (net of 
provision for tax) 

2,052.157 

1,813,265 

Stationery A stamps 

2,164 

5,879 

Prepaying A recetvables 

311,761 

527,240 

Low to staff 

652.389 

914,230 

Refundabk! deposits 

903,579 

899,461 

Others 

M38.I53 

970.256 

Total other aaaeU 

8,972,315 

8,805,518 

15. ContingeAt Liabilities 



Claims against the Bank not 
acknowledged u debts 

94,538 

94,538 

Liability for partly paid investments 

500 

500 

Liability on acoouid of outstanding 
exchange contracu 
(including spot exchange contnets 
Ra.21J108.19B; 1998; Ra. I0 l3S2J]25) 

177.589,022 

176.520,925 

(Juvantees given on behalf of 
constituents 
- in India 

18,556.612 

15,014,453 

> outside India 

- 

260.836 

Acceptancea, endotsemedu and 
other obligations 

6,260.729 

7.701,798 

(Xher items for which the Bank 
is contingentiy liable 
- bills r^iscounted 

228,853 

316,684 

- Repos, 

392.405 


Total emth^eat HabUitlea 

203,122,659 

199.^,734 

16. Interest Earned 



Interrotidiscount on advances/bills 

5.282,183 

4,798,264 

Income on investments 

2.583,180 

1,822,284 

Interest on balances with the 

RBI A other inter-bank funds 

525,720 

188.537 

Others 

168.705 

121232 

Total Interest earned 

18,759,988 

6,936317 


Other inlereil ewned includes an amount of R<. 363 million on 
account of inieieu on income tax refund relating to assessment 
years 1992-93 and 1996-97. 




1998 

(Ra OOOi) 

17. Other Income 

Commission, exchange A 
brokerage 

1.431398 

1.212392 

Net piofi: on sale of investments 

57,231 

243,810 

Net profit/doss) on sale of premises 
A other assM 

44,155 

(3.841) 

Net profit on exchange transactions 

573,114 

527,061 

Miscellaneous income 

43,466 

48,219 

Total other income 

2,149364 

2,027341 

18. Interest Expended 



Interest on deposits 

5,013,941 

4.073,665 

Interest on RBI/ inter-hank 
borrowings 

832,972 

575.908 

Others 

1.625 

344 

Total interest expended 

5.848338 

4^9,917 

19. Operating Expensex 
Payments to A provisions 
for employees 

899,663 

811,620 

Rent, taxes A lighting 

203,913 

147,996 

Printing A stationery 

103,735 

89,229 

Advertisement A publicity 

124,966 

124,409 

Depreciation on Bank's property 

102,390 

122,534 

Directors* fees, allowances & 
expenses 

933 

184 

Auditors’ fees A expenses 

1.675 

1.675 

Legal charges 

91,926 

160.665 

Postage, telegrams, telephones, etc 

232,547 

207.750 

Repairs and maintenance 

292,872 

226.007 

Insurance 

53,545 

40,798 

Travelling 

45,323 

182,653 

Other expenditure 

363,224 

51.5,579 

Total operating expenses 

2316,712 

2,631,099 

20. Provixians & Contingencies 
Provisions against advances (net) 

889,318 

/ 802,129 

(Appreciationj/Depreciation in the 
value of investments (net) 

(59,230) 

101.556 

Provision on account of Tax 

23,632 

112,277 

Total provisions and contingencies 


1,015,962 

21. Extraordinary Item 

ESS costs 

1,653.921 


Total extraordinary items 

1353,921 

- 

22L Capital Adequacy 

Tier 1 capital 

•3,908,727 

3.704,515 

Tier 2 capital 

830,426 

824,300 

Total capital 

4,739,153 

4328315 

Total risk weighted assets and 
contingents 

57,129,995 

48320,774 

Capital ratios 

Tier 1 capital 

6 8% 

7.6% 

Tier 2 capital 

1 5% 

1.7% 

Total capital 

i 

8.3% 

9.3% 
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standard Chartered 

Standard Chartered Bank>lndia branches 
(Incorporated in the United Kingdom with limited liability) 


WOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1999 



1999 
(Rs 000s) 

1998 
(Rs 000s) 


23. Key Ratios 




Interest Income as a % oi Working Funds 

II 93% 

11 55% 


Non-interest Income as a % of Working Funds 

2 93% 

3 38% 


Operating Piofit as <i % of Working Funds 

3 47% 

2 80% 


Return on Assets 

3 12% 

2 63% 


Business (Deposits Advances) per Employee 

31.112 

27.663 


Profit per Employee 

14 

249 



No of employees include 8S4 employees leleased on 31 March 1999 under the ESS of the Bank However, 
since the employees were on the payroll of ihc Bank throughout the year, these have been considered 
in total numbei of employees for calculation of the above ratios 


24. Prior Year Comparatives 

The previous year's figures have been feclassiticd wherever necessary to conform to the current year's 
presentation 


Auditors' Report on the Financial Statements of Standard Chartered Bank - India Branches, under 
Section 30 of the Banking Regulation Act, 1949 

9/c have audited the Balance Sheet of Standard Chartered Bank - India Branches (‘the Bank’) (Standard Chartered Bank 
IS incorporated in the United Kingdom with limited liability) at 31 March 1999 and the related Profit and Loss Account 
for the year then ended We have obtained all the information and explanations which, to the best of our knowledge 
and belief, were necessary for the purposes of our audit and have found them to be satisfactory 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. read with the piovisions of sub< 
sections (I), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956. the financial 
sutements are not required to he, and are not drawn up. in accordance with Schedule VI to the Companies Act. 1956 
Hie financial statements are therefore drawn up in conformity with Forms A and B (revised) of the Third Schedule to the 
Banking Regulation Act, 1949 

In reaped of matters mentioned in Notes 2(aKi). 2(b). 2(c). 2(d) and Note 3 to the financial statements, we are unable 
10 fonn an opinion on their outcome and consequently their effect, if any. on the results of the Bank for the year 

In our opinion, subject to the effect of such adjustments, if any, that might have become necessary, had the outcome 
of Ike matters referred to in the preceding paragraph been known, the financial sutements give a true and fair view 
of Ibe sUte of affairs of the Bank at 31 March 1999 and of in profit tor the year then ended 

lo our opinion the accompanying Balance Sheet and Proflt and Loss Account comply with the Accounting Sundards 
referred to in sub-section 3 (c) of Section 211 ol the Companies Act, 1956, to the extent applicable. As set out in 
Note KbXiu) to the financial statements, the transactions relating to foreign exchange are accounted for in accordance 
with letter no 1283/Revaluation/SPL-24/88 dated 8 September 1988 issued by the Foreign Exchange Dealers Assoeiatton of 
India rather than Accounting Standard II issued by the ICAI, u specified in the RBI circular no. BP BC 68/21 04.018/96 
dated 5 June 1996 
We fiifther report that: 

(a) The fiaanciai sutemenu ate in agreement with die books of accounu and give the information required by the 
Companies Act 1956, in the manner so required for banking companies; 

(b) The Bank has maintained proper books of accounts as required by law insofar as appears from our examination 
of those books; 

(c) The returns received from the branches of the Bank have been found to be adequate for the purposes of our audit; 
and 

(d) The transactions, which came to our notice, have been within the powers of the Bank 

For Bharat S Rant & Co. 
Chartered Accountmrs 


Sd/- 

Mumbai Balqji Swainiiiatliaa 

I June 1999 Partner 


Ecxmomic and Political Weekly June 19. 1999 


I6H 








BAIANCE SHEET AS ON 3tst MARCH 19W 


SOCIETE GENERALE 

(Incorporated in France with Limited Uabilby) 

INDIAN BRAN€:ilES 





(Rs in OOO's) 

Schedule 

As on 

Axon 


No 

3131990 

31 3 1998 

CAPITAL AND LIABIUTIES' 




Capital 

1 

598,799 

407,459 

Reiervet and Surplus 

2 

226,162 

450,648 

Deposits 


4.215,743 

6,561,132 

Borrowings 

4 

1,872,775 

1,823,229 

Other liabililiet and provisions 

5 

166.606 

249,151 

TOTAL 


7,080,085 

9,491,619 

ASSETS 

Cash and balances with 

Reserve Bank of India 

6 

309363 

451,125 

Balances with banks and money 
at call and short notice 

7 

054,907 

511,587 

Investments 

8 

2,363300 

3,025,306 

Advances 

9 

2,895,389 

4,595,114 

Fixed Assets 

10 

487,909 

511.263 

Other Assets 

II 

369,117 

397,224 

TOTAL 


7,080,085 

9.491,619 

Contingent Liabilitiet 

12 

52,481.589 

33.584.981 

Bills for collection 


1,727,749 

1.613,841 

Notes on Accounts 

17 




PROFIT AND LOSS ACCOUNT FOR THE YEAR 

ENDED 31st MARCH 1999 



Schedule 

Year ended 

Year ended 

No 

31 3.99 

31 3.98 

L INCOME 



Interest earned 13 

1.027.244 

1,136,391 

Other income 14 

170,653 

178.006 

TOTAL 

1,197,897 

1,314,397 

nu EXPENDITURE 


■ 

Interest expended 15 

830,393 

9b2.l30 

Operating expenses 16 

181,109 

176,058 

Provisions and contingencies 

410,880 

132.725 

TOTAL 

1.422.382 

1,210.913 

ni. PRCWIT/LOSS 



Net Piofit/Loss(-) for the year 

(224,485) 

103,484 

Profit/Loss(-) brought forward 

312,685 

357,958 

TOTAL 

88.200 

461,442 

Transfer to statutory reserves 

0 

21.000 

Transfer to capital reserves 
Transfer to Government/ 

0 

0 

Proposed divulend 

Remitted to H. O. durmg 

0 

0 

the yeai 

Balance earned over to 

0 

127.757 

balance sheet 

88 J00 

3I2AI5., 

TOTAL 

88,200 

461.442 

Notes on Accounts 17 




At per our t w iched repwt of even date 

For SOCIBTB GENBRALE 

S«V- Sd/- 

A Thiaianjan R. Kemeit 

Ami General Manafer Chief Baeeaihw Oflieer 


Place- Mimtei 
Dale; tOdi Jane 1999 


For BORKAR A MUZUMDAR 
Chartered Accountanit 
Sd/- 

Neil Bhaiadwaj 
Partner 
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SOCIETE GENERALS 

(Incorporated in France with Umited UabilUy) 

INDIAN BRANCHES 


SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31.1999 


(Rs tn(KX)'s) 



SCHEDULE 1 - CAPITAL 

For Banks Inuirporatcd Outside 
India 

(A) Capital 

Note Insluded above is 
Ks 191,140,(100 bring fresh infusion 
of funds dunng the buneni year 

(B) Amount of Deposit kept with 
the Reserve Bonk of India under 
sub-section (2) of Section 11 of 
the Ranking Regulation Act. 1949 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

I Statutory Reserves 

(i) Opening Balance 

(ii) Addition,s during the year 
till) Deductions during the year 

TOTAL 

II ('opitol Reserves 

(i) Opening Balance 

(ii) Additions during the year 
(til) Troiisfened to Investment 

Fluctuation Reserve 
T\)TAI- 

III Share Premium 

(i) Opening Balance 
(II) Additions during the year 
Oii) Deductions dunng the year 
TOTAL 

IV Revenue and other Reserves 
Investment Fluctuation Reserve 
(i) Opening Balance 

(II) Tiansfened from Ca|Mtal 
Reserve 

(ill) Deductions dunng the year 
TOTAL 

V. Balance of Pront/Loss 

GRAND TOTAL 

SCHEDULE 3 - DEPOSITS 
A I. Demand Deposits 

(i) From Banks 

(ii) From others 

TOTAL 

II, Savings Bank Deposits 
III Term Deposits 
(i) Prom Bonks 
(u) From others 
TOTAL 

TOTAL (I-i-ll-fill) 

B. (i) Depositt of Branches 
tn India 

(H) Deposits of Branches 
outside India 
TOTAL 


As on 

As un 

31 3 99 

11 198 

.598,799 

407.459 

146.2.5b 

120,821 

126,650 

105.650 

0 

2I.(X)0 

0 

0 

126,650 

126,650 

11,312 

II..112 

0 

0 

(11.312) 

0 

0 

11,312 

0 

0 

0 


0 

0 

0 

0 

0 

0 

11.312 

0 

0 

0 

11,312 

0 

88,2(X) 

312,686 

226.162 

4.50,648 

11.806 

5,299 

281,348 

225,668 

293,154 

230.%7 

24,899 

6,98? 

0 

0 

3,897,690 

6..121,I81 

3,897,690 

6,121.181 

4,215,743 

6,561.11? 




4.215,743 



SCHEDULE 4 > BORROWINGS 

I Borrowings in India 

(i) Reserve Bank of India 

(li) Other Bonks 

(ill) Other insbtutions and agrncies 

TOTAL 

II Borrowings outside India 

TOTAL(I+II) 

Secured borrowings included in 
I and II above 

SCHEDULE 5 - OTHER 
UABU.1TIES AND PROVISIONS 

I Bills payoble 

II Inter-ofike adjustments (net) 

III Interest accrued 

IV. Others (including provisions) 

TOTAL 

SCHEDULE < - CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

I Cash m hand 


As on 

31 399 

As on 

31 3 98 

0 

1.682.430 

180,000 

0 

1.668.485 
150,000 

1,862,430 

1,818.485 

10,345 

4,744 

1.872,775 

1,823,229 



29,076 

0 

56,17.5 

81.355 


166. 


SCHEDULE 7 - BALANCES WITH 
BANKS AND MONE^ AT CALL 
AND SHORT NOTICE 

I In India 

(i) Bolances with Banks in India 

(a) in Current Accounts 

(b) in Other Deposit 
Accounts 


(li) Money at call and short notice 

(a) With Banks 

(b) With other institutions 

TOTAL 
TOTAL (mi) 



26,460 

121 

34.233 

188.337 


249.151 


(including foreign cuneni.y notes) 
Balances with Reserve Bank 
of India 

1,308 

769 

(i) in Current Account 

108,255 

450,356 

(it) in Other Accounts 

0 

0 

TOTAL 

308,255 

450.aS6 

TOTAL(l-i-U) 

309,563 

451,125 
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SOCIETE GENERALE 

(Incorporated in France with Limited Liabittty) 

INDIAN BRANCHES 


SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31, 1999 


(Rs in OOO’s) 



II Outside India 

(I) In Current Account!) 

With SG Branches 
With Other Banks 

TOTAL 

(ii) In Deposit Accounts 
(III) Money oi call and short 
notice (with SG Branches) 

TOTAL (l•«■ll■«■lll) 
TOTAL(l+II) 

SCHEDULE 8 - INVESTMENTS 

Investments in India 
(I) Government secunties 
(ill (Mhcr approved secunties 
(hi) Shares 

(iv) Debentures and bonds 

(v) Others 

TOTAL 

SCHEDULE 9 - ADVANCES 

A (I) Bills purcluised and 

discounted 

(n) Cash credits, oveidrafts and 
loons repayable on demand 
(hi) Tenn loans 

TOTAL 

B (i) Secured by tangible assets 

(ii) Covered by Bank/ 
Government guarantees 
(III) Unsecured 

TOTAL 

C I Advances in India 

(I) Pnonty sectors 

(II) Banks 

(III) Others 

TOTAL 

II Advanws outside India 
(i) Due from Banks 
III) Due from others 

(a) Bills purchased and 
discounted 

(b) Syndicated loons 

(c) fathers 

TOTAL 


GRAND TOTAL (Cl^ll) 


1 

' ^ 
z> 

As tin 
31 3 98 

130,205 

2,225 

60,717 

7.521 

132,430 

68.238 

0 

0 

SO*), 160 

434,445 

641..590 

502.683 

654.907 

'5ri^ 

1.786.601 

.5..500 

22.089 

549.010 

0 

2.394.916 

5,5(8) 

22.089 

254.010 

348.79) 

2.363,200 

3.025.306 


222,92T 

1.630.649 

I.04I.KI7 


2.895.389 


1,808.191 

338,067 

749,131 


340.046 

2,231,.572 
2,003,496 


4,595,114 


.3,078,311 

416,765 

1,100,0.38 


2,89.5.389 I 4..595,II4 


570.898 

25,456 

2,299,035 



As on 
31 3 99 


As on 
31.3.98 



SCHEDULE 10 - FIXED ASSETS 

I Premises 

At cost as at 3lsi March 
of the preceding year 
Additions during the year 
Deductions dunng iIk year 
Depreciation to dale 


II (Mher FiMd Assets (including 
lumiture and fixtures) 

At cost as at list March 
ol the preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

TOTAL 

TOTAL (I+II) 

SCHEDULE It - OTHER ASSETS 

I Inter-ofTice adjustments (net) 

II Interest accrued 

III Tax paid in advance/lax 
deducted at source 

IV Stationery and stamps 

V Others 

TOTAL 

SCHEDULE 12 - CONTINGENT 

LIABILITIES 

I. Claims against the bank not 
acknowledged os debts 

II Liability on account of 

outstanding forward exchange 
contracts 

ni Guarantees given on behalf of 
constituents 

(a) In India 

(b) Outside India 

IV Acceptances, endorsements 
and other obligations 

V Bills rediscounted 

VI Other items for which the 
bank is contingently liable 

TOTAL 



55,981 

10,792 

(3.399) 

(.34,896) 


28,478 


487,909 


567 

41,846 

183,039 

120 

143,545 


369.117 


16.3,555 


2.969,097 

0 

1,041.685 

0 

0 


52.481.389 


27.651 


511.263 


191.042 

94 

135.354 


121.383 


48.307.252 10.547.881 


2.361.286 

0 

554.431 

0 

0 


33.384.981 
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SOCmTE 6ENERALE 

(Incorporated in France with Limited Uabittty} 
INDIAN BRANCHES 


M 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 1999 


(Rs in tXXt's) 




Year’ended 

Year ended 



Year ended 

Year ended 



31 3 99 

11 <98 



31 3 99 

31.3.98 

SCHEDULE 13 - INTEREST 



SCHEDULE 15 - INTEREST 



EARNED 



EXPENDED 



I 

Inteicst/discount on 



1 

Interest on Deposits 

513,.369 

633.382 


advances/bills 

571,991 

69h 7X2 

II 

Interest on Reserve Bank of 



li. 

Income on investments 

386.178 

17t),V49 


India/inter-bank borrowings 

294.804 

248.51.1 > 

Ill 

Interest on balances with 



III 

Others 

20 

35 




TOTAL 

810.393 

mttmm 


Reserve Bank of India and 


other inter-bonk funds 

61.346 

(i7.96l 







SCHEDULE 16 - OPERATING 



IV 

Others 

7,71.3 

697 

EXPENSES 




TOTAL 

1,027.244 

1.116.191 

1 

raymenis lo ana provision 
for employees 

70,384 

50.858 





II 

Rent, taxes and lighting 

11.467 

9.883 

SCHEDULE 14-OTHER 



III 

Pnnbng and stationery 

2.506 

2,167 

INCOME 



IV 

Advertisement and publicity 








expenses 

358 

237 

I 

Commission, exchange and 



V 

Depreciation on bank's 




brokerage 

60.916 

43,040 


property 

13.662 

33,704 

li 

Plafit/(iji)as) on sale of 



VI 

Directors’ fees, allowances 

86 

SO 


mvestments 

<5.567) 

71.608 


and expenses 





VII 

Auditors’ fees and expenses 

178 

200 

III 

Profit/(Loss) on revaluation 



Vlll 

Law charges 

126 

1.261 


of Investmenu 

0 

0 

IX 

Postage. Telegrams, 



IV 

Profit/(Loss) on sole of land. 




Telephones, etc 

13.908 

14,014 


buildings and other assets 

(16) 

<I5) 

X 

Repairs and maintenance 

5.710 

.3.915 





XI 

ln.surance 

2.813 

4,217 

V 

Profit/(Lo.<s) on foreign 
exchange transactions 

107,898 

60.718 

XII 

Other expenditure (inci 

Head Office .Supervisory 



VI. 

Miscellaneous Income 

7,422 

7.635 


Charges Rs I...46l.66ib79. 
Previous vear Rs I3.I90.(XX)) 

19.909 

53,530 


TOTAL 

170.653 

178.(8)6 


TOTAL 

181,109 

176.058 




_1 






SCHEDULE 17 - NOTES ON ACCOUNTS 


Notes Appended to nnd Farming Part of Financial Slatcmentc for the Year Ended 31kl Marck, 1999 

I Principal Accounting Policies 
I General 

The accompanying financial statements are prepared on ihe historical cost convention in accordance with generally accepted 
accounting pnnciples and conform to statutory provisions and practices prevailing within the banking industry in India The only 
exception being the fee incomes up to Rs 30,000 which are accounted for on cash basts 
2. Traasnctions involving foreign exchange 

(a) Foreign currency assets and liabilities as at the balance sheet date are translated at exchange rates notified by the Foreign 
Exchange Dealers’ Association of India (FEDAI) The resulting gams or lasses ore taken to the profit and loss occoant. 

(b) Outstanding forward exchange contracts as at the balance sheet date ate revalued at the rates notified by FEDAI for specified 
motunlies The resulting gains or losses arr reflected in the profit and loss nccount 

(c) Income and Expendiioie items ore converted into Indian Rupees at the rates prevailing on the date of the transaction. 
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SOCIETE GENERALS 

(Incorporated in France with Umited Liability) 
INDUN BRANCHES 


Auditor's Report 

I We have audited the attached Balance Sheet of the Indian Branches of Societe Generate (incorporated in Prance 

with limited liability) as on 31st March, 1999 and also the annexed Profit and Loss Account for the year ended 
on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the 
provisions of sub-sections (I), (2) and (S) of Section 211 and sub-section (5) of Section 227 of the Companies 
Act, 1956, the Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in 
accordance with Schedu le VI to the Companies Act. 1956. The Accounts are, therefore, drawn up to conform 
with Forms A and B of the Third Schedule of the Banking Regulation Act, 1949. Subject to the foregoing 
observations, we report that in accordance with sub-section (3)of Section 30 of the Banking Regulation Act, 1949; 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary foi the purpose of our audit and have found them to be satisfactory; 

b) The iran.saction.s ol the Indian Branches which have come to our notice have been within the powers of the 
Indian Blanches of (he Bank; 

c) In our opinion, proper hooks of account as required by law have been kept by the Indian Branches of the Bank 
so tar as appears from our examination of those books; 

d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with the books 
of account, 

e) In our opinion and to the best of out information and according to the explanations given to us. the said 
accounts together with the notes thereon give the information required by the Companies Act, 1956 in the 
manner so required, for Banking Companies and on such basis, give a true and fair view. 

■i In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as on 31st 
Mareh, 1999, and 

ii) In the case of the Profit and Loss Account, of the loss for the year ended on that date. 


For BORKAR & MUZUMDAR 
Chanered Accoununts 
Sd/- 

Neil Bharadwaj 
Partner 


Place: Mumbai 
Date: lOth June, 1999 
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STATE BANK OF MAURITIUS LTD. 


(Incorpttrated in Republic of Mauritius with Limted Liability) 

INDIAN OPERATIONS 


BALANCE SHEET AS AT JIST MARCH. m9 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH. 1999 


Year Ended Year Ended 
March 31, March 31, 
19V9 1998 

(Rs) (Rs) 


I. INCOME 

Interest earned 13 

Other income 14 

TOFAL 

II. EXPENDirURE 

Interest expended IS 

Operating expenses 16 

Provisions and 

contingencies 

TOTAL 

III. PROFlT/LOliS 
Net profit/loss(-) 

tor the year 
Pront/loss brought 
torward 

TOTAL 

IV. APPROPRIA'nONS 
Transfer to statutory 

reserves 

Transfer to other reserves 
Profit remitted to 
Head Office 
Balance carried over 
to balance sheet 

TOTAL 

The Schedules referred to 
above form an integral part 
of the Profit & Loss Account 


235,700.807 162.953,151 

52,182,587 36.956,887 


287,883,394 I 199.910.038 


148,373.577 

37,084,350 

38.716,434 

24,644.317 

43.972.945 

51.145.621 

231,062.956 

112,874.288 


56,820,438 j 87.035.750 
109.083,584 | 56,921.932 


165,904,022 143.957,682 


11.364.088 17.407,150 

0 1.029,491 

57.953,850 16.437,457 

96.586.084 109,083.584 


.022 143,957.682 



As per our attached Report of even dale. 


For M/s G D APTE & CO 
Chartered Accountants 

Sd/- 

C. M. DIXIT 
Partner 


For State Bank of Mauntius Liiiutcd 


Sd/- 

PAVADAY mONDRAYEN 
General Manager ft CEO 


Place . Mum'^ai 
Date 14 06.1999 


A26 


Bconoinic and Political Weekly June 19, 1999 












































STATE BANK OF MAURITIUS LTD. 


(Incorporated in Republic of Mauritius with Limited Uabiltty) 
_I^IAN OPERATIONS_ 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH Jl. 1999 



As ot 

As at 


As at 

As at 

Schedule 

March 31, 

Match t|. 

Schedule 

March 31. 

March 31, 


1999 

myi 


1999 

1998 


(Rs) 

(Rs) 


(Rs) 

(Rs) 

Schedule 1 - Capital 



Schedule 4 - Borrowings 



Opening BalBnce 

833.889.122 

6.39.289,122 

1 Boirowmgs in India 



Additions duiing the yeai 

0 

194.6(H).000 

1 ) Reserve Bank of India 

I6S.6(X>000 

0 

TOTAL 

Notes 

833.889.122 

833.889,12? 

II) Other Banks 

III) Other institutions 

2(X).(X)0(X10 

100.000.000 





1) Capital includes start-up (assigned) capital brought in as 

and agencies 

250.(XK)(X)0 

0 

per RBI prescnption, in respect ot Mumbai. Chennai and 

11 Borrowings outside India 

0 

0 





nyuciciiNiu uiiivcb 


TOTAL (1 & li) 

615.600.000 

100.0003)00 

2) Amount uf deposit kept with 

RBI in the form ul 

approved securities under section 11(2) of the Ranking 
RegulBUon Act, 1949 Rs 38,020,869 (Face value 

Rs 40,000.000) 

Secured Borrowings included in 

1 & II above 

Nil 

Nil 

Schedule 2 - Reservea and 



Schedule 5 - Other 



Surplus 



I.labilllies and Provlshms 



1. Statutory Reserve 



I Bills payable 

73.117 088 

42.040,282 

Opening Balance 

.32.729,1% 

15 327.046 

II Inler-officc adfustmems (net) 

1,277.994 

1.047,549 

Additions duiing the year 

II..364.088 

17.407 1.50 

III Inteicsl acciucd 

34,4.36 761 

8,404.871 

Deductions during the yeai 

0 

U 

IV Others (including pnivisams) 

1933i32J57 

109,454.086 

TOTAL 

11 Capital Reserve 

Opening Balance 

44.09.3,284 

.32 729.196 

TOTAL 

302.464.200 

160.946,788 

1.98.1.977 

954,486 

Schedule 6 - Cash and Balances 



Additions during the year 



with Reserve Bank of India 



(Appreciation at investments) 

0 

1.029 491 

1 Cash in hand (including 



Di^uctiuns during the year 

1,983,977 

0 

foreign currency mites) 

.3.358 235 

724.446 

TOTAL 

0 

1.983 977 

II Balances with Reserve 



III Share Premium 



Bank of India 



Opening Balance 

0 

0 

1 ) In Current Account 

140.285 357 

69.531,978 

Additions during the ycai 
Deductions during the yeai 
TOTAL 

0 

0 

_ fi 

0 

It) In Other Accounts 

0 

0 

_a 

0 

TOTAL 

143,643 592 

70,256.424 

IV Revenue and other Reserves 



Schedule 7 - Balances with 



Investment Fluctuation 



Banks and Money at Call 



Reserve 



and Short Notice 



Opening Balance 

0 

0 

1 In India 



Additions during the year 

1.983.977 

0 

1 ) Balances with Banks 



Deductions during the year 

0 

0 

(a) In Current Accounts 

4,937.970 

77.218,955 

TOTAL 

1.983.977 

0 

(b) In Other Deposit 
Accounts 

V. Balance in Profit and 


109,083.584 

323 394 

0 

Loss Account 

%,S86.084 

11 ) Money at Call and 


TOTAL (1.11,111.1V and V) 

142.663.345 

143,796.757 

Short Notice 



Schedule 3 - Depoaitt 



(a) With banks 

0 

97.000.000 

A I Demand Deposits 



(b) With other 



1 ) From Bonks 

0 

418,128 

42.140.743 

institutions 

0 

0 

ti) From Others 

II Savings Bank Deposits 
HI Term Deposits 

29,543,292 

7,992,153 

TOTAL (1 A 11) 

5,261364 

174318,955 

6.090,619 

II Outside India 



i) From Banks 

0 

0 

i) In Cuiient Accounts 

(6348.284) 

151,205^73 

li) Prom Othen 

1,233,633.045 

659,474.676 

II) In Other Deposit 



TOTAL 

1,271,168,490 

708.I24.IW 

Accounts 

111 ) Money at call and 

84,860 000 

0 

B I Deposits of branches 



0 


in India 

1,271.168,490 

708.124.166 

short mitice 

0 

11. Deposits of branches 



TOTAL 

78,611.716 

151.205.873 

outside India 

0 



TOTAL 

1,271,168/490 

708,124.166 

GRAND TOTAL (1 A II) 

83.873.080 

325.424,828 
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STATE BANK OF MAURITIUS LTD. 

(Incorponaed in Republic of Mauritius with Lumted Liability) 

INDIAN OPERATIONS 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31, 1999 



A& at 
March 31. 
1999 
(R&) 


As at 
Match 31 
1998 
(Rs) 


Schedule 8 - InvestmcnU 

I Investments in India in 

i) Government .secuntics 

II) Other approved 
securities 

III) Shaies 

iv) Debentures and Bonds 

v) Subsidiaries and/or 
imnt ventures 

VI) Others (to be specified) 

TOTAL 

Less Provision for 
Depreciation 

TOTAL 

II Investments outside India 


367.978,361 145.027.495 

37.900,000 %.955,000 

0 0 
160,975.256 1,000.000 


566,853.617 202,982.495 

6.805.648 24.744 


560.047.969 | 202.957,751 


GRAND TOTAL (1 & II) | 560.047.969 | 202,957.751 


Classification of Investments 
Permanent investments 
Currenl/Trading investments 

TOTAL 

Schedule 9 - Advances 
A i) Bills purchased and 
discounted 

ii) Cash ctedits. ovenfcafts 
and loans repayable 
on demand 
III) Term loans 

TOTAL 

B i) Secured by tangible 
assets 

II ) Covered by Bank/ 
Govemmod Guarantees 

III) Unsecured 

TOTAL 

C. I Advances in India 
1 ) Pnority sectors 
li) Public sector 

III) Ranks 

IV) Others 

TOTAL 

C II. Advances outside India 
TOT/J, (C I & II) 


0 0 
560.047.969 202.957.751 


560.047.969 202.957.751 


870.969,094 425.730,487 


596.376,473 415.244.567 
433.931.105 186,708.277 


1.901.226,672 1.027.683.331 


I.I57.8I2.I99 743.882.214 

724.701.858 239.157.518 

18.712.615 0 


1.901.226.672 1.027.683.331 


994.367,270 512.087.617 
0 0 

0 0 

906.859.402 515.595.714 


1.901.726.672 1.027.683,331 




Schedule 10 - KKed Assets 

I Premises 

At cost at beginning of yeai 
Additions during the year 
Deductions dunng the year 
Depreciation to libtc 

TOTAL 

II Other Fixed Assets 
(including furniture & 
fixtures) 

At cost at beginning ot year 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL 

Ci^Mtal Work in Progiess 
TOTAL (I & II) 

Schedule 11 - Other Assets 

I Inter-office adiuslments (net) 

II Interest accrued 

III Tax paid in advance/tax 
deducted at source 

IV Stationery and stamps 

V Non-banking assets acquired 
in satisfaction of claims 

VI. Hyderabad Pre-operative 
expenses 

VII. Others 

TOTAL 

Schedule 12 - Contingent 
Liabilities 

I. Claims against the bank not 
acknowledged as debts** 

II. Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward 
exchange contracts 

IV. Guarantees given on 
behalf of constituents 

a) In India 

b) Outside India 

V Acceptances, endorsements 
and other obligations 

VI Ollier Items for which the 
bonk IS contingently haUe 

TOTAL 


As at 
March 31. 
1999 
(Rs) 


As at 
March 31, 
1998 
(Rs) 


171,606,480 171,606.480 

23.701.402 0 

0 0 

15,272.488 1M12.963 

180.035.394 160.193.517 


19.553.315 

10.626.708 

111,856 

10.576,068 


17.411.224 

3.548,153 

1.406.063 

5.808,580 


19.492.099 13.744.734 


199,527.493 


0 

28.340.251 

192,847,502 

24.308 


0 

56,254,290 | 
277.466.351 


155..580 

174.093,831 


0 

4.508.575 

129,646.888 

50.234 


300.086 

11.834,885 

146340,668 


18.309.242 17.400.000 


556.213.603 596.600,962 


155.379,131 11,891.246 

0 0 

404.986.085 282,041,720 

339,473,824 158,856,342 

1,474361,885 1^,790,270 


*• A demand for INR 8 19 lacs has been raised by Income Tax 
Dcpuitraun far Assessment Year 1996-97 winch u under appeal. 
** A demmid for INR 174.90 lacs has been raised by Income Tax 
Departme m far Assessmem Year 1995-96 which is under appeal 
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STATE BANK OF MAURITIUS LTD. 

(Incorporated in Republic of Matritius with Limited LuAility) 
INDIAN OPERATIONS 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31. 1999 


Schedule 

Year Ended 
March 31. 
1999 
(Rs) 

Year Ended 
Match 31. 
1998 
(Rs) 

Sehcdnlc 13 - Interest Earned 

1 Interest/discount on 
advances/bills 

165.259.297 

i46..‘!40..566 

11. Income on investments 

49.284.999 

1.3.098.115 

III Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

21.156.511 

0 

IV Others 

0 

3,314.470 

TOTAL 

235.700.807 

162.953.151 

Schedule 14 - Other Income 

1 Commission, exchange and 
brokerage 

14.949.635 

7,956 971 

11 lYofit on sale of mvestments 

3.382.383 

2.175 000 

Less: Loss on sale of 
investments 

0 

0 

III Profit on revaluation of 
investments 

0 

1.608.576 

Less' Loss on revaluation 
of investments 

0 

0 

IV Profit on sale of land, 
building and other assets 

0 

0 

Less. Loss on sale of land, 
building and other assets 

(57.637) 

0 

V Profit on exchange 
tiansactions 

32.781.387 

24.291.889 

VI Income earned by way of 
Dividends, etc from 
companies and/or Joint 
Ventures nbroad/in India 

0 

0 

VII Miscellaneous Income 

1.126.819 

924.451 

TOTAL 

52.182.587 

tEssm^ 



Year Ended 
March 31. 
1999 
(Rs) 


Year Ended 
March 31, 
1998 
(Rs> 


Schcfinic 15 *■ Interat 
Espcnded 

I interest on deposits 

II Interest on Reserve Bank of 
India/inier-bank borrowings 

III Others 

TOTAL 


Schedule 16 - Operating 
Expenses 


125.847.264 27.567.531 


21.191.563 
1.334.750 


148.373.577 


9.516,819 

0 


PayiHHits to and provision 
tor employees 

1 

9.744.704 

6.593,189 

Rent. Taxes and Lighting 

1.609.255 

4.867.065 

Pnnting and Stationery 

400.712 

331,459 

Advertisement and 
publicity 

3.313,-520 

518.805 

Depreciation on bank's 
property 

8.665.232 

6^71.636 

Directors’ tees, allowances 
and expenses 

.54.000 

.37.500 

Auditors’ fees and 
expenses (including 
branch audit fees) 

150.000 

I22..500 

Law charges (including 
professional fees) 

39»».050 

870 

Postages. Telegrams. 
Telephones, etc 

5,352.692 

2.055,174 

Repairs and maintenance 

464.516 

320.865 

Insurance 

770.042 

232.223 

Other expendituic 

7.792.711 

3.493.0.31 

TOTAL 

38.716.434 

24,644.317 


1 Principal Accounting Policies 


Schedule 17 - Notes on Accminls 


General 

The financial siaicmenis have been prepared on the historical cost basis 
Foreign Curcencjr TmaslaMon 

I Assets and liabilities in foreign cuneacies are translated on the balance sheet dale ai the rales notified hy Foreign Exchange Dealers' 
Association of India (FEDAI) The resulting profit or loss on revaluation is included in the Frofii and Loss Account 

II Income and expenditure items ore accounted for oi ilie exchange rate niling on the date of the transaction 

III. Conungent lialrilities on account of outstanding forward exchange contracts have been disclosed at the lontiaciiial rates 

InvoftaMUts 

Investmems arc categorised as per disclosuie i«|nuemenis of Thud Schedule to the Banking Regulation Act All investments are classified 
as cutienl investments and are valued at lower of cost or marl et value. Market value of unquoted investments is determined m accordance 
with RBI gutdelines. Colegorywise net depnciathm is fully provuied for and net appreciation, if any (to the extent of rtepreciaiion 
alreoriy provuied in earlier yeant u transferred to Capital Reserve after considering tax 

Advances are stated net of intereat suspense and prevision made for non-perfoniung assets in accordance with prudeiuial norms presenbed 
by the Reserve Bank of India from time to tune 
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STATE BANK OF MAUMTIUS LTD. 

(Incorporated in Republic of Mauritius with Limited Uability) 

INDIAN OPERATIONS 


Schedule 17 - Notes on Accounts (Conid) 

I .S Fixed Assets 

I Fixed ssMts we staled W histoncal cost less oLruinulaled depfecialion • 

II DepieciJiion is provided for on fixed assets ai under staled rales whish are equal to/highei than those prest-nbed under Schedule 
XIV 10 the Companies Act. I9S6 

Type of Asets Rules Method of Depreciation 

Office premises 2% SLM 

Geimal Plant and equipments (including A C Plant) 10% SLM 

EUP equipments Computers 20% SLM 

Funntuie & Fixtures 10% SLM 

Motor Car 20% SLM 

No depreciation is provided on freehold land 

Assets of value below Rs S.(XX) purchased during the year arc lully depreciated 
I 6 Staff Benefits 

i) Accrued Gratuity Liability has not been piuvidrd since none of the employees have loiiipleted over 1 years ol service 
Hi Provision for leave encashment is not made es per the policy of the bank 
I 7 Revenue Recognition 

I) Interest on advances has been accounted foi in accordance with RBI guidelines as under 

a) Interest on Standard Assets on accrual basis 

b) On other assets on realisation basis 

II) Commission. Exchange and brokerage is noriiiallv recognised on accrual basis 

III) Income from Investments Interest on CoverniiK'nt Securities and other fixed income securities is recognised on accrual basis 

1 8 Net Profit 

The net profit has been arrived at after 

1 Provision for Income Tax, Wealth Tax and Interest Tax in accordance with the statutory requirenwnts 

2 Provision for Non Performing Assets 

.1 Provision for depreciation on investments 
4> Other usual and necessary provisions 

2 Other Notes 

2 I The bank has marked to market KX) per cent of the approved investment portfolio as current investment as against the minimum rrauirement 
of 70% ptesenbed by RBI 

2 2 In view of the RBI guidelines, Capilal Reserve amounting to Rs I 98 million created out of appreciation in investments in earlier 
years has been transferred to ‘Investment Fluctuation Reserve' The s.ime is shown in schedule no 2 ‘Reserves & Surplus' under the 
head 'Revenue and other Reserves' as separate item 
2 7 Capilal Adequacy 

The Capital to Risk Weighted Assets Ratio (CRARI as assessed by the Bank in accordance with the guidelines of the RBI is 46 78% 
(Previous year 77 S%) 

1998-99 1997-98 

I) Capital Adequacy Ratio - Tier 1 Capital 46 69% 7.7 S()% 

II) Capital Adequacy Ratio - Tier II Capital (109% 

2 4 Shareholding of the Government of India in the hank is Rs NIL (Previous year Rs NIL) 

2 5 ProviaioiM and Contingencica liKlude provision for 

Year ended 31-3-99 Year ended 31-3-98 
(Rs) (Rs) 

a) Non Peiformmg/Doubtful Debt l.7ao,(X)() 7..520.877 

b) Depreciation on Invesiment 6,805,648 24.744 

c) Income Tax 7().000.(KK) 4I.()00,I1(K) 

d) Imerest tax 2.8(X).0(K) 2.600.000 

e) Bad Debt written off 2,662,297 

f) Wealth lax 5.(MX) 

Total 4.7,972.945 51.1453)21 

2 6 The Bank has not raised any subordinated debts during the year os Tier II Capital (Previous year Rs NIL) 

2 7 Investment! 

1998-99 1997-98 

(Rs) (Rs) 

Gross Invesimenis .566,85.7,617 202,982,495 

Less Provision 6.805.648 24,7^ 

Net Investments 560.047,969 202,957,751 


Non Peiformmg/Doubtful Debt 

Depreciation on Invesiment 

Income Tax 

Imerest tax 

Bad Debt written off 

Wealth lax 

Total 


Year ended 31-3-98 
(Rs) 
7.520.877 
24.744 
4I.()00,U(K) 
2.600.000 


51,1453)21 
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STATE BANK OF MAURTTroS LTD. 

(Incorporated in Republic of Mauritius with Limited Liability) 
_ INDIAN OPERATIONS __ 

Schedule 17 - Notes on Accounts (Conid) 

2 8 Business Rstios 


1) 

Interest Income as a % to working funds 

199B<99 

(%) 

8 79 

1997>98 
(%) 
II .55 

11) 

Non interest income as a % to working funds 

1 95 

2 56 

III) 

Operating Profit os a % to working funds 

.5 76 

9 60 

IV) 

Return on assets 

1 79 

4 47 

V) 

Business (deposits plus advances) per employee tRs in Mio) 

90 6.5 

75 47 

VI) 

Profit per employee (Rs m Mio) 

1 62 

.5 79 

Percentage of net NPA's to net advances 

10 76% 

1 79% 


2 10 Previous year’s figures have been regrouped/reilassifed wherever Lonsideied necessary to moke them comporuhle with the Current 
year’s figuie 

For Schedules I to 17 

As per our oitached report of even date 

For M/s G D Apte & Co For Slate Bank of Mauntius Ltd 

Chaileted Accountants 

Sd/- Sd/- 

C M DIXIT PAVADAY THONDRAYEN 

Partner Geneioi Manager & CEO 

Report of the Auditors 

We have audited the attached Balance Sheet of the Indian Operations of Stale Bank of Mauntius Ltd . os at tisl Match. I4Q9 and 
also the annexed Profit and Loss Account of the bank for the year ended on that dale in which are incorporated the returns of branches 
audited by us 

The Balance Sheet and Profit and Loss Account have been drawn up in accoidance with the provisions of Section 29 of the Banking 
Regulation Act. 1949 rend with Section 211 of the Companies Act. 19.56 
We report that 

a) No provision is made for accrued gratuity as none of the employees have completed five years in service ot the bank Amount not 
asLCftained 

b) The Bank follows FEDAI guidelines as approved by RBI in Kspeci of foieign cunency transactions instead of liie relevant provisions 
contained in Mandatory Accounting Standi No 11 issued by the Institute of Chaneied Accountants of India relating to "Ilie effects 
of changes in Foreign Exchange Rales' The effect i.f the same on Bank’s Profit and Loss Account and Balance .Sheet has not been 
ascertained 

c) The Capital to Risk Asiels Ratio (CRAR) staled in 2.1 being subject to our observation in para a) and b) above 
Subject to our observations in paragraphs above, we further report that 

a) We have obtained all the information and explanatiims which to the best of our knowledge and belief were necessary for the purpose 
ol our audit and have found them to be satisfactory 

b) The iransoclions of the Bank which have come to our notice, have been within the powers of the Bank 

c) In our opinion, proper books of account, os retiuiicd by law have been kept by the Bank so far as it appears Iroro our examination 
of those books 

d) The Balance Sheet and Profit and Loss Account of the lndi.m Operations of the Bank dealt with by this report lue in agreemenl with 
the books of account os adjusted, for certain entries as of list March. 1999 

e) In our opinion, the Balance Sheet and Profit and Loss Account dealt with by this Report are in complumce with the Accounting Standards 
refeired to in Section 211 (3C) of the Companies Act. 1956. in so far as they apply to bonks 

f) In our opinion and to the best of our information and according to the explanaiions given to us, the said accounts read together with 
the notes thereon give the intomiation required by the roinpanies Act. 1956 in the manner so required for Banking Companies and 
give tnie and fair view 

i) in the case of Balance Sheet, of the State of Affairs ot the Indian Operations of the Bank os at .51st Match. 1999 
iij in the case of Profit and Loss Account of the ‘PROFIT’ of Indian O^raiions for the year ended on that date 

For G D Apte Sc Co 
Chartered Accountants 
Sd/- 

C M DIXIT 
Partner 


Place MunriMi 
Date ■ 1406.1999 
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state Finance Commissioiis and Rural Local Bodies 

Devolution of Resources 

P Geetha Rani 

Thr 73 rd and 74th Constitutional Amendment Acts. 1992 have added a new dimension to fiscal federalism 
and decentralised public finance in the Indian federal system. The structure of intergovernmental fiscal 
relations and transfers necessarily will have to undergo significant changes. Their provisions relating to 
the creation of state finance commissions (SFCs) to rationalise fiscal relations at the sub-state level and 
make periodic fiscal corrections assume significance in this context. This paper seeks to critically review 
the recommendations of five SFC.s, viz, Kaniataka, Kerala, Punjab, Rajasthan and West Bengal, on fiscal 
devolution with reference to rural local bodies - the panchayati raj institutions (PRls). 


DEVOLl rnON, which denotes the trans¬ 
fer of power and resources to subnational 
political entities, is decentralisation 
par excellem e It is much broader than 
de-concentration. or even delegation. 
Devolution, which cncompasse.s a wider 
horizon ot decentralisation often, has 
.statutory backing accompanied by a real 
functional, organisational and fiscal 
autonomy As Parks*r i I99S) aptly puts it, 
“like asoiiflle ' that requites an appropriate 
proportion of milk, eggs and heat to rise, 
so a .successful programme of decentrali¬ 
sation will need to include the right 
combination of political, fiscal and 
institutional elements" Naturally, it 
involves a continuous process of mtxii- 
fication, reflecting changes in .social, 
political and economic conditions Rightly 
so, UNDP (1993) considers devolution as 
the stiongest form ot decentralisation 
The 73rd and 74ih Constitutional 
Amendment Acts 1992 have added .mew 
dimension to fiscal federalism and 
decentralised public finance in the Indian 
federal system The structure of inter¬ 
governmental fiscal relations and transfci s 
necessarily will have to undei go signil leant 
changes llieir piovision.*! relating to the 
creation of State Finance Commissions 
(SPCs) to rationalise fi-scai relations at 
sub-state level and make pcritxlic fiscal 
corrections assume significance in this 
context, 'fhe recommendations of SFCs 
will have to set norms, conventions and 
practices relating to fiscal federalism and 
local governance in the country Nearly 
a do^en SFCs have submitted their reports 
This paper seeks to cntically review the 
recommendations of five SFCs,vi/, 
Karnataka, Kerala, Punjab, Rajasthan and 
West Bengal on fiscal devolution with 
reference to rural local bodies - the 
panchayati raj institutions (PRIs) The .study 
IS broadly organised under three heads (a) 
the approach<'s, (b) expenditure and 
revenue assignments and (c) the design 
of transfci s 


CoMsiiii'iioNAL Tasks OF SFCs 

A one to one correspondence between 
functional responsibilities and financial 
resoiULCs at various levels ot government 
IS impossible m any federation The 
problem is compounded when the Cons- 
tilulio.1 provides for a deliberate mismatch 
as III India A fuithcr worry is added as 
the 7.hd and 74th constitutional amend¬ 
ments have left the tasks of devolving 
more powcis, authonty, functions, fin¬ 
ance, etc. to the .state legislature.s. of aiursc 
.suhiei t to Part IX ot the Constitution and 
Schedules 11 and 12 thereof 
Patterned largely on the Union Finance 
Commission (Article 280), the respon¬ 
sibilities ot SFCs are laid down in Articles 
2431 and 243Y ot the constitutional aincnd- 
ment Closer interpretation of these articles 
shows that the SFCs cannot perform then 
ta.sks independent ot Articles 243G, 243H. 
243J, 243ZD and 24.3ZE. The.se tasks may 
he outlined as 

(a) to review the finances ot the local 
bodies in accordance with the func¬ 
tional responsibilities which include 
the preparation of plans foi economic 
development and .social ju.stice; 

(b) to fix the si/c of the divisible pool 
taking into account the functional 
domain of the stale, on the one hand, 
and that of the PRls and urban local 
tKxlies (ULBs), on the othci, 

(c) to evaluate the vertical gap at various 
levels taking into account the func- 
tie. al responsibihtiesonthconehand, 
and tax assignments on the other, 

(d) to sugge.st measures for improving 
the financial position of panchayats 
and ULBs, which include revenue 
sharing and grants-in-aid, 

(e) to design mcthod.s for the inter se 
distribution of the share of PRls and 
ULBs on an equitable and efficient 

basis, and 

(0 to make explicit the principles 
underlying the measures suggested. 


Given these (a.sk.s, what have been the 
lecommendations of the five SFCs (here¬ 
after referred to as KSR' lor Karnataka. 
KESK' for Kerala, PSFC forPunjab. R,SFC 
lor Rajasthan and WBSFC for We.st 
Bengal) vis-a-vis the PRls, is attempted 
m this pafier 

Approaohi s or Tin Five SFCs- 
A SvNopne CRinoi't 

This section seeks to evaluate the 
appioaches of ihe live SFCs under study 
from three angles, their ability or lack 
ot ii to take a total view of development 
and finance; their approach in regard to 
the effort towards creating institutions 
of loval self-government, and their 
approach to territorial equity, especially 
in terms of rural-urban and intra-panch- 
ayat equity 

To take a total view of rmancc. a view 
of development requirements in into is 
essential. At least in regard to local 
bcKlies, the distinction between plan and 
non plan funds is irrelevant lor a varici) 
of reasons True, the union finance com¬ 
missions (UFC's) since the third UFC have 
implicitly endorsed a divcsion of labour 
with UFC.' confining to non-plan devolu¬ 
tion to the states and the Planning Com- 
mi.ssion to that underthe plan. Hus practice 
IS constitutionally not a neat one 
Apparently, the Ninth and Tenth Finance 
Commissions have tr«cd to break this 
watertight approach. The disinct planning 
committee (DPC) required to be consti¬ 
tuted in every district of the country 
(Article 243ZD), is a statutory body 
entrusted with the task of planning from 
below, unlike the Planning Commission 
and the state planning boards, (which, 
in many states, are a wing of the state 
planning department) which do not have 
any statutory backing. The DPC alone 
can lake up a meaningful exercise of 
planning lor Ihe subjects falling under 
Ihe I lih and 12th schedules in a com- 
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ptehensive way. The SFCs will have to 
keep this in view. 

Transfer of more I unctions to local 
bodies logically means transferring of 
resources as well. WBSFC and KSFC 
lake a total view of (heir development 
'needs and financial requirements 
WBSK?’sappmachoflieatingthe resources 
required as entitlements' (entitlements on 
taxrevenuelseemstobe paiticularlyrelevant 
given theconsUtutional mandateto promote 
institutions of self-government (Article 
243G) and autonomous planned effoits 
(243ZD). WBSFC notes that the entitle¬ 
ments suggested “are only a redeploy¬ 
ment of funds which are now being 
spent for the districts already" | WBSFC 
l<)9S. p 4) Tlie annual allocations to 
gram panchayats (GFs) include, besides 
entitlements, grants-in-aid and theirown 
tunds. which also include donations from 
the public. 

KSFC adopts what it calls a pragmatic- 
normative approach, which mdicate.s 
that the choice of residence of a person 
should not affect his'her access to the 
. minimum level ol essential piiblic/civic 
services Like WBSFC. it takes a total 
view ol finance and recommends a share 
of the state's own revenue to be allocated 
to the local self-goveinments KSFC lays 
siiess on ensunng a minimum standard of 
basic seiviccs at (he local level and its 
projections ot financial requirements have 
taken into account both non-plan and plan 
expenditures However, there is a dire 
need to maintain minimum standards of 
essential seisices like supply ot dnnking 
watei, primary health care, primary 
education, good roads etc. throughout the 
country and no citi/en should sutler 
because of her/his choice ot residential 
location It IS a pewr reflection on the 
f planning clforts during the last .SO years 
that both the states and the centre have 
failed to ensure tcmional equi(> in the 
allocation of rc.sources. It is important to 
mention in the present context that there 
IS clear lack ol planned improvement of 
liKal areas as well as failure to maintain 
and repair assets already created Keeping 
this in view, KSFC makes explicit 
provisions f ormaintcaince of capital assets 
of PRIs at the rate of 10 per cent ot cunent 
capital costs, which is a much needed 
provision. 

Equally important is to note the 
distortions in the planning and prioriti¬ 
sation introduced by schemes like the 
MPs local ai ea development scheme, MIA 
pi ejects and the like KSFC has definitely 
made several bold recommendations in 
taking panchayati raj a step forward, 
particularly when compared with most 


other SFCs. Among these, promotion of 
measures towards bottom up planning, 
abolition ol regional development 
boards and the scheme for allotting fund 
to MLAs for spending on deveiqiment 
woiks in their constituencies, provision of 
an uf^radation gram based on certain 
norms to improve the quality of public 
services and the transfer of 36 per cent of 
gross state revenue to locat bodies, with 
a scheme of inter se distribution of 
resources to PRIs giving weight to back- 
wardnes.s (although it is not adequate) etc. 
require .special mention. 

Both PSFC and KSFC apparently try to 
follow .some of (he pnnciples of fiscal 
federalism and acknowledge its basic 
principles of clfkiency and equity. KSFC 
tries to follow the pnnciple of financial 
responsibility of local bodiesinestimating 
their expenditure and financial require¬ 
ments PSFC suggests derivation as the 
criterion tor devolution of resources 
between PRIs and ULBs. which do not 
seem to promote territorial equity 
However, it has analysed the structure and 
composition ot lotal bodies in (he pre- 
and post -Vlrd and 74th amendment 
periods ft lias also tiled to .spell out in 
detail the specila. functions each tier has 
to undertake PSFC has classified the 
functions ol GPs into six categories' 
essential and obligatory functions, sikio- 
economic schemes, beneficiary oriented 
functions, state and centrally sponsored 
schemes, assets and infrastructure creating 
functions and the functions of technical 
nature. The functions assigned to 
panchayat samitis (P.Ss) and /■ lla panshads 
(ZPs) are in the nature ol supervision and 
control 

In PSFC's repoit. the financial powers 
are clearly deinat c ated with the maximum 
ot Rs S lakh to GPs. Rs 10 lakh to PSs 
and above Rs 10 lakh to ZPs. Devolution 
of power IS also clearly demarcated like 
the power loi framing of by-laws being 
given to PRIs PSFC has recommended 
that the deputy commissioner should be 
the chief executive officei of ZP and a 
state council lor PRIs should be 
constituted Further, PSFC recommends 
the creation of public accountscommittces 
at the dislnct level for ensunng public 
accountability in (lie same manner as the 
public accounts committee of the state 
does at its level But the issue ot ensunng 
transparency is missing in the recom¬ 
mendations of all SFCs. 

When the is.sues of development and 
finatKc, promotion of local self-govern¬ 
ments and tcrntoi lal equity arc considered 
together, one can certainly say that KSFC 
and WBSFC ha' e done a good job. Still, 


these two SFCs have left many things that 
are desirable. For instance, they have 
Ignored the resource mobiiisatiun aspect 
of local bodies WBSFC docs not even 
attempt to analyse the resources of local 
bodies (no income/expenditure data on 
PRIs as well as urban local bodies are 
available in lU report) Though KSFC 
attempts to do some analysis on resources 
of PRIs, the revenue of PRIs is not dealt 
with. Besides KSFC, PSFC and RSFC 
also attempt to analyse the re.sourccs of 
thePRls TIicotlwrneglcctedareainKSFC 
and WBSFC reports is functional 
devolution on which PSFC has a better 
record 

In .sum, only two SFCs. those of West 
Bengal and Karnataka, have taken a total 
view of finance Their approach unmis¬ 
takably was towards creating imstitutions 
of .self-government But RSFT seems to 
have put the clock back In regard to 
promoting territonafand honzonial equity 
too. KSFC has made some specific 
recommendations Keeping in mind the 
rural-urban disparity, both KSFC and 
WBSFC have sought to reduce it This is 
evident in the devolution foimula 
suggested by them. WBSFC includes rural 
population ol the dislnct and a measure 
ot banking development in the devolution 
criteria tor PRIs in addition to area, 
illiteracy and population of the backwards, 
which are the components loi devolution 
for ULBs as well. But the devolution 
suggested by WBSFC diws not indicate 
any accretion of funds, but just the 
redeployment of tunds which are now 
being spent on the distncls llic most 
important aspect of WBSFC report is 
that It has taken district as a unit tor 
devolution. 

KSFC has done better than WBSFC 
bc’causc m itsdevolutiun enteno. the factors 
included are rural population, rural area, 
road length, .some mca.surc ofhcalth status 
and illiteracy In the total share ot 36 per 
cent of non-loan gross own revenue 
receipts to be devolved. 30 60 per cent 
writ be the share of PRIs II isaremarkable 
share for the PRIs through which KSFC 
has contnbuted towards the reduction of 
rural-urban inequality PSFC has 
recommended a 20 per cent share in five 
specific taxes lor PRIs and the devolution 
is on the basis of derivation This would 
perhaps widen the rural-urban divide. But 
PSFC has done well in promoting 
decentralisation and local self-govern¬ 
ment. As mentioned earlier, the 
functional and financial powers of (he 
PRIs ar'' c learly demarcated by 1 1. which 
IS an important step towards building 
up their autonomy. 
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Fiscal Dkvoiijtion Sciieml of SFCs 

Hie preparation ot local fiscal policy 
Iranicwork is a dciicale exercise. It calls 
lor sinking a balance between local and 
national needs It is from this angle that 
the expenditure and revenue assignments 
arc discussed in this section to find out 
how tar fiscal decentralisation has been 
promoted by the SF'C’s under study 

Eipcntliture uisi^nments- Fiscal 
federalism literature argues that expen¬ 
diture assignment must precede tax 
assignment TliisisbecaustMax assignment 
would in general be guided by expenditure 
requirements at different levels and these 
cannot be worked out in advance of 
expenditure assignment In general, in 
developing countries expenditure assign¬ 
ments are more decentralised than revenue 
collection This has meaning only if the 
revenue capacity at the local level is strong 
andthctaxeffortisnot prxn Fot measuring 
expenditure needs, CLonomic theory 
suggests an equalisation transfei pro¬ 
gramme. which naturally takes into 
comsideratum the expenditure ol local 
bodies To a void problems assrKiaied with 
standards like 'minimum seivice levels' 
or‘reasonable levelsoi services’, expendi- 
lurc need eould be delmed as Ihe cost ol 
supplying a vet age performance levels lor 
Ihe existing mix id state/IcKal programmes 
(Shah 19411 Keeping this in view, KSFC' 
has identified Ihe noimative standaid ol 
public/civic services and estimated the 
unit cost ot pnividing such services to 
panchayats Accordingly, that much 
amount is eat marked as additional 
(upgiadation) grants lo such PRls. which 
arc lagging liehindtlie normative standaid 

Tlie expenditure needs basically flow 
from the lunclions lhat am to be performed 
by the local bodies hxc cpt I’.SFC, no other 
SFf' has worked towaids bringing clanty 
in functional devolution lo PRIs Theore¬ 
tically, one can s;H'ak ot the expenditure 
needs and inensunng them But in terms 
of practice, it is a task for the PRIs 
Anyhow, except WBSFC. other SFCs do 
make some expenditure analysis 

KSFC has analysed the composition ot 
cxpcndiluR' of ZPs by major head.s from 
f987-8K to 1994-95, obtaining the data 
from a goveinmcnl document called link 
diKumeniand also directly irtsm Ihe oil iccs 
ol ZPs. KSFC has used two componenl.s 
in projecting thecxpcnditureioquirements, 
namely, a 5 per cent real rale of growth 
and a 10 per cunt inflation rate Not only 
will this ensure real expendiiure. it may 
even mean larger teal expenditure if the 
inflation rate is less than 10 per cent Both 
PSFC and RSFC brc.ik up expenditure 


intoexpendituieonestaMishment and staff 
and that on development and other items. 
PSFC separately recommends for the 
devolution of obligatory and essential 
functions on panchayats. The obligatory 
functions are the civil functions, .such as 
cleaning ol streets and drains, etc. In order 
to pc^riorm these functions it is recom¬ 
mended that Rs 600 per house per year 
should he available to each GP out of the 
resources now available through sharing 
ot taxes on services and through additional 
mobilisation and grants. RSFC has 
projected the expenditure of PRIs on 
establishment, development and other 
miscellaneous items tor five years from 
199.5-06 to 2000-2001, based on the 
aveiagc ticiid 

Oiue expenditure assignment is agreed 
upon revenue assignment and design ot 
transfers become critical elements in 
providing the resources to the local 
govei nments Revenue assignment is only 
a necessary condition However, actual 
matching ol expenditure needs with 
rcsouicc potential is dependent on tax/ 
revenue ellort ot the local bodies 

Ri'\rnue asst/;nments and fiscal 
autonomy Hie local institutions need an 
appiopnate level ol fiscal resources in 
order to perform their expenditure 
responsibilities devolved Ol taken upon by 
them Three main sources ot revenue aa* 
available tothem - own. locally generated 
resources, namely, local taxes and non¬ 
tax revenues, transfers and grants from 
higher-level governments, and resources 
from borrowing Slavcl ct al (1975) suggest 
tw(' basic cnteria in financing local 
services, vi/. efficiency in the allocation 
ot public servia's (the highest quality ol 
SCI vices per rupee ot expenditure), and 
equity in the distribution ot benefits and 
burdens from the delivery of public goods 

Fiscal autonomy depends on the extent 
ot own resources, a local body can raise 
Proserbially, panchayats have been 
dependent oji grants and, hence, dependent 
on highei agencies. Actually, the level of 
revenue that can be raised locally is also 
restricted The rua.sons for poor revenue 
raise range ln>m the poor administrative 
capabiiit, at the local level to the reluctance 
of the state governments and legislatures 
to part with revenue raising powers In 
almost all cases, and definitely with regard 
to the five states under study, the tax bases 
for local authonttes have b^n deteimined 
for them For instance, PSFC mentions 
that Section 88 ot the I^njab Panchayati 
Kai Act, 1994, has not given any freedom 
to the GPs to impose any new tax, unless 
the .state government issues an order to this 
effect Moreover, the government fixes 


the rates of the taxes. Unless these are 
fixed. GPs cannot impose any levy or fee 
for the services provided to Ihe people. 
So far. the government ha.s not authorised 
the GPs to impose these taxes (PSFC 
1995 122]. In a federal set up this is pro¬ 
bably inevitable. But the real restriction 
comes in when the lax rates too arc deter¬ 
mined from above As a rule of thumb, 
it at least a local body raises 50 per cent 
ol the revenue needed tor expenditure, we 
may say that it enjoys tcscal autonomy. 

Tax assignment. Relevant tax assign¬ 
ments and rationalisation of local tax 
.structure are the tasks before the SFCs. 
The key a.spcct.s they have to keep in mind 
are measures to promote fiscal autonomy 
and building up a cosl-ef fecit ve tax admini¬ 
stration and l(K'al structure Bardhan (1996 1 
and scvetal others argue that devolving ot 
power to tax to the UK'al level is to induce 
the local bodies, a sense ot fiscal respon¬ 
sibility and give them a stake in the cost- 
el tccti veness of expenditure In Appendix, 
we have summed up the basic pnncipics 
ol local taxes as suggested by Bird and 
Walhch (1993) 

Tlic SFCs of Punjab, Kapisihan and. 
most prominuiitly. that of Kerala, besides 
mentioning some piinciplcs, have tried to 
rationalise the local tax siructum KH-SFC 
leiommcnds a icvision in number of taxes 
besides adding several new taxes PvSFC' 
also lays down the principles ot lax 
assignment lolluwmg Musgrave (198.3) 
It has analysed the resources of local bodies 
during the pre- and post-73rd and 74th 
amendment periods GPs arc assigned 
house tax and 40 per cent of state land 
revenue, while the PSs and ZPs are not 
given any tax assignments I'SFT recom¬ 
mend , that PRIs should be given Imedom 
to levy taxes and fees and also to fix the 
rales thereof. By and large PSFC has tried 
lo follow certain basic pnncipics ol local 
taxation and tax assignment Although 
Punjab IS the richest stale in India with 
a very strong agricultural base, the 
proportion of tax income to total income 
of all PRIs in 199.3-94 was below 0.6 per 
cent. The recommendations made by PSFC 
do not seem to ensure a .significant change 
in this situation in the next five years. 

The RSFC's recommended cess on 
primary education is in a way unwarranted 
given the low general and female literacy 
rate in the stale RSR! wants a higher tier 
like ZP to impose more taxes and share 
them with GPs. It takes the view that GPs 
would find It difficult to use their taxing 
powers because of “theiearof taxpayers”. 
All other SFCils. except thatof West Bengal, 
have voiced this concern. But this fear 
nsychosis has to be fought. If PRIs have 
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something tangible to show by way of 
beneHts, rural people will be prepaid to 
bear the burden of taxation. Burdening 
them without benefits can never be the 
answer. Thu vicious circle of low benefits, 
low taxation may have to be broken. 
Moreover, ihe dictum 'you pay, I spend’ 
should not be promoted as lar as possible 
for It militates against a sound financial 
policy and accouiiiabtlily. It is pertinent 
to mention here that in West Bengal, local 
voluntary contributions in terms ot cash, 
kind, technical .support and labour inputs 
have been quite significant 

Greater fiscal autonomy can be secured 
by endowing PRIs, notably GPs. with a 
wider range oi taxes with adequate powers 
and freedom to lev)- them. WB.SFC’s 
entitlement approach, however, is a .snmo- 
what unique recommendation although it 
IS a tcvenue sharing lormula. It has 
recommended a new regime of tax 
collection in which tax administration 
woiks in co-opeiation with panchayats. 
giving a portion of the tax collected as 
entitlement to these bothes (Incidentally 
the PRIs aie also paiticipaiing in small 
savings collection ) By and large, the 
taxes assigned lo PRIs in the Conlormity 
Acts, the liberal assigniia'iitsmcoinpiended 
b) PSK' and KLSM' and the limited 
recommendations oi and RSFC 

conform to .some of the well known 
principles ol tax a.ssigninents Although 
in most ca.'a.'s ihe tax bases recommended 
arc iininobile. the rci ommcndalions of 
Punjab and Raiasthan .SFCs include taxes 
on nee mills, peiiol/diesel pumps, 
industries both large and .small located in 
ruial areas, etc It is doubtful whether the 
cniei ion suggested by PSFC that "tax yield 
.should be adequate to mcci local needs 
and sulticiently buoyant ovci time” is 
adhered to. Ot course, this depends on 
the level oi the rate itxed and the effort 
made to collect the tax. 

Non-tax revenue Increasing PRIs’ 
capability to rai.se non-tax tcvenue can 
ai.soen.sure gieaterautonomy Sometimes 
It helps to reduce the lax burden without 
compromising on fiscal autonomy. The 
Kerala and Punjab SFC's make some 
recommendations lo improve the non-tax 
revenue raising capability ot PRIs. The 
majni source ol nnn-tax revenue in Kerela 
IS income from properties.^ KESFC 
recommends excellent measures lor 
riuionalising income from this source. 
Instead of specifying a uniform tale of 
licence fee, etc, the government may 
specify only the minimum rate and leave 
It to the local bodies to fix rates above 
It. It recommends that fine and fees from 
unauthorised (backyard lands 


belonging to government) and revenue 
Iroin porombokes need to be revised 
For Punjab, the yield from non-tax 
revenue was as high as 35 per cent of 
the total revenue in 1993-94. The Punjab 
SFC suggests a number of measures to 
enhance the auci ion money from shamlut 
lands (village common lands) for GPs. 
For PSs and ZPs ot Punjab, the sole 
source of non-tax revenue is the income 
from properties in the form of fees and 
fines. Other .SFCs do not suggest any 
measures to improve the position as 
regards the sou ices of non-tax revenue, 
although thcie i.s a great potential to 
augment PRI’s lesuurccs by tapping this 
.source 

Borrowinfis As regards loans, KSFT 
has examined i ii detail the specific purpose 
for which loans and advances were given 
to some spei if led local bodies. The amount 
of loan ouistamling, linancial implications 
oi Its repaynieni on the tinancial position 
ot the concerned iiKal body and also the 
need lor ensuring the recycling ot the loan 
funds wcic examined Thcte arc no 
uul.standing si.iie government loans with 
PRIs in the stale P.Sl’C recommends that 
PRIs can boitow Irom banks and other 
financial insiituiions tor development 
projects in ilieir areas without .state 
government's sanetion and guarantee 
KCSFC and RSK' also point out financial 
institutions as one of the sources of loan 
tinance lor the local bodies However, the 
question of niai ket bon owings is not dealt 
with by any i>t Ihe SFCs under study Tlic 
rural development boards, which are 
ct'nsidcicd financial corporations, extend 
linancial assistance lo rural local bodies 
KESFC rccomnicnds that the pic.sent 
piactice ol the tur.il dcvciopincnl boatd 
being made (he financing, con.struciion 
and supervision agency should be given 
up and the boaid may lend money to local 
bodies on mciits ol their proposals at 
market rates alter evaluating the projects 
thoroughly. But thc.se hoards are not yet 
fully developed as, lorcxamplc, the Kcrcia 
Ui ban Dcvclo|<ment Finance Corporation 
IS developed I’SFC and RSFC recom¬ 
mend that theie should he a separate 
financial corpoiation to look alter the 
credit and technical nccd.x of PRIs. In 
view of the lact that these SFCs, and 
particularly Ihe RSFC, have noi given 
adequate weight to tax effort and resouicc 
mobilisation Iroir. own sources, their 
lecommendatior tor a special borrowing 
facility for PRIs docs not .stand on a fit in 
footing 

Prtvatiiution In examining the 
question ol icsource mobilisation by 
local bodies KESFC and PSFC 


recommend privatisation of certain 
specific local services, which would 
ensure their cost-effectiveness. 

Intur Guvf.knmeni al Transfers 

nie way taxing and .spending authorities 
are delineated and the manner in which 
intergovernmental transfers are structured 
in a countiy have come to he recognised 
in modern public iinance as of 
fundamental importance in the elficient 
and equitable provision of public services 
in It [Shah 1991] In the light ot the 
theoretical and empirical literature on 
liscai federalism and the ncedsoi genuine 
decentralisation, certain principles in 
designing intei-govcrnnicntal fiscal 
transfers are outlined below- 

(i) Transparency - the basis on which 
transfers are made (including any 
equalisation formula), must beclearly 
stated. 

(it) Predictability - intergovernmental 
fi.scal transfer mechanisms should 
ensuie predictability ot subnational 
govemmeiu shaies from year to year 
to permit advam'cd planning, and 
(lit) Autonomy-suhnaltonalgovernments 
should have complete independence 
and flexibility in .setting then own 
development priorities [Parker 
1995 29-301 

In addition to the above mentioned 
principlc.s, Oomincn (1996) siigge.sts the 
following criteria lot designing the intor- 
govcrnincnlal transfets. vi/, absorptive 
capacity - the rc.sourcc transfer should 
be in tunc with the ulihsaiiun ability, 
including the peisonnci ol Ihe Ux.-ul bodies; 
simplicity - the allocation formulashould 
he simple and transpaicnt, and inccndvc 
- thcic should be adequate huill-in 
arrangemcnls tor encouraging resoutce 
mobilisation by the local bodies and 
penalising them lor waste and unecom nuc 
policies 

I'hc major instruments ot tran.sfcrs 
provided tor in the scheme of transfers 
•o local bodies are revenue sharing and 
grants In the pre-constitutional 
amendment tcgimc. transfers to PRIs were 
dominated by grants, which promoted a 
dependency syndrome There is an 
unquestionable need to build a strung 
local financial base in the country under 
the new regime 

Revenue sharing Revenue .sharing 
mechanisms are quiet common in deve¬ 
loping countries Besides stiaight sharing 
revenue pet se. they attempt to address 
mulliple objectives such as equalisation, 
regional development, earmarking, etc. 
I'hcse mcchanisrqs also vaiy a great deal 
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across countries. While some of them, as 
for example, Mexico and Pakistan, use 
simple cntena such as population and 
denvauon, and some others like Malaysia 
and China, pnmanly use derivation as 
the basis for revenue allocation, 
countries like India, Braxil and Nigena 
use complex grant allocation formulae, 
adopting a number of factors such as 
population, per capita income, school 
enrolments, backwardness index, etc. 

Wiseman (1981) argues that revenue 
shanng would have to be ba.sed on some 
cntena Such cntena would have to be 
associated with cleaily delined speci¬ 
fications of responsibility like the 
tollowing: 

li) Ascrutinyoflocallyprovidedservices, 
with the purpose of distinguishing 
(a) obligatory local .services, (b) 
di.scretionary services, and (c) acti¬ 
vities better administered by special 
agencies, 

(li) A review of local tax and fee sources 
to work out a moie effective source 
of local revenues, and 
(lit) Estimating the estent to which the 
revenue gap should he I died by revenue 
shanng or conditional grant-s 
P.SFC has clearly divided the functions 
of local bodies into obligatory, di.scre- 
tionary. etc Both P.SFC' and KESFC 
have also icviewed the structure of local 
tax and fee and sugge.sted mca.sures to 
augment the resources from these 
sources However, PSFC did not carry 
out the thud critciion suggested by 
Wiseman Other SFCs do not follow any 
of these cntena 

Revenue shanng can be cither in the 
form of a share in the specific taxes 
levied by the stale government oi a 
con.solidaU’d share in the gross proceeds 
of the .Slate government A review of the 
state government finances and then 
projection is an useful preicquisite to 
recommend a share for local bodies. 
The SFC's ta.sk of reviewing panchayat 
finance as required by Article 2431 
implicitly mean a noimative review of 
the state finance as well as its tiscal 
management The SFCs of Karnataka, 
Kerala, Rajasthan and West Bengal have 
reviewed the financial position of their 
respective slates. However, none of 
them made any noniiative evaluation, 
especially with reference to the 
expenditure liabilities the states have to 
undertake, along with a review of their 
record in li.scal management. 

KSFC and RSFC make an attempt to 
analyse the financi.s of the respective state 
governments and then pn»jpction.s. KSFC 
has estimated that the annual compound 


growth me of total non-loan gross revenue 
receipts of the state government has been 
17 per cent between 1990-91 and 1995- 
96. It has found that the rate of growth 
of expenditure has been lower than that 
of the state government's non-loan gross 
own revenue receipts. Hence, it justifies 
devolving a 36 per cent share to local 
bodies, which is merely I 73 per cent 
higher than the prc.sent share of 34.37 per 
cent. This. It maintains, would not be too 
much of a burden for the Karnataka state. 
PSFC has recommended 20 per cent share 
of five specilic taxes but does not make 
any review of these taxes or make any 
projections of their yield. Though KESFC 
and WBSFC attempt to look into the 
finances of their respective govemmenks, 
they, loo, do ntu make any projections of 
the prsition in coming years. 

Furtlicr. a meaningful review of panch¬ 
ayat finance cannot be undertaken without 
a critical evaluation of the Conformity 
Acts (CAs) in terms of the constitutional 
provisions under which they have been 
enacted Equally important is the task of 
relating the financial powers and 
responsibtliltes of the panchayats with 
their functional respon.sibilities 
Parastatals that duplicate the works of 
local bodies will have to be abolished and 
their funds and personnel too will have 
to be redeployed Needless to say, this 
exerci.se of reviewing the CAs has to be 
made in terms ot the letter and spint of 
the 73rd amendment WBSFC catego¬ 
rically mentions the need for re¬ 
deployment of staff from government 
departments to ZPs and other PRIs with 
translerof I unction and finances. No other 
SFC, however, seems to have given 
thought to this question 

The dissenting note appended to the 
Rajasthan SFC's main report points out 
how a defective CA can sabotage the 
efforts towards autonomy and self- 
government However, it is interesting to 
cue RSFC’s main report, “In our view, 
evolution of panchayats to this level of 
ctticicncy would take some time and, 
therefore, wc do not want to get into an 
area of speculation to suggest anything 
with regan, to the devolution of functions. 
Wc would only consider the functions 
that are presently being performed by the 
PRLs” (pre-73rd amendments) (RSFC 
1995:31]. At the same time, RSFC 
recommends that “the state should press 
for a centrally sponsored scheme for 
environmental improvement progra¬ 
mmes" [RSFC 1995:57) Any SFC, which 
tries to preserve the pre-73rd amendment 
regime or does not promote fi.scai and 
functional autonomy of local bodies. 


cannot be considered as honouring the 
Constitution of India. 

Unlike the tax revenues of the union 
government, only some of which are 
shared with the states, all tax revenues of 
a state government are shareable with 
local bodies. However, the Tentii Union 
Finance Commission has strongly 
favoured treating of the total tax revalue 
of the union government as shareable and 
has even recommended a constitutional 
amendment for the puipose. All SFCs 
except Kerala have recommended 
levcnue sharing. While KSFC, WBSFC 
and RSFC have brought the entire tax 
revenue within the divisible pool, I^FC 
has recommended the sharing of only five 
taxes (stamp duty, motor vehicles tax, 
electricity duty, entertainment tax and 
cinematograph tax), besides a certain 
proportion of the auction mont^ on liquor 
vends and state excise on Indian made 
foreign liquor 

The revenue share tor local bodies 
recommended by the SFCs under study 
ranges from a low 2 18 per cent ot the total 
net tax revenue of the state recommended 
for Rajasthan to 36 per cent ot the total 
non-loan gross own revenue receipts of 
the .state government for Karnataka and 16 
per cent of all lax collected by the state 
for West Bengal. KSFC and WBSK? fix 
PRLs’ share of the divisible pool on the 
basis of clear criteria. Although details of 
wcightages and measures of backwardness 
differ, the two commis.sions have suggested 
population, area and index ot back¬ 
wardness as the key variables to fix rural 
urban shares as well as mrerr#'distribution 
among the vanous tiers of PRIs. The 
devolution formula recommended hy 
KSFC and WBSFC seems to keep in view 
the principles ot leriitorial equity, 
transparency and predictability For 
instance, in the ca.se of KSFC, the most 
developed ZPs like Bangalore Urban and 
Uttar lUnnada get the lowest share. The 
revenue sharing approach, especially as 
entitlement (in refreshing contrast to the 
award approach), does not promote a 
dependency syndrome, as tran.*iters are 
automatic and according to norms At the 
same time, the incentives and initiatives 
of the local bodies are not affected. The 
tax envisaged by KSFC and WBSFC 
entitlements has the added advantage of 
providing predictability, which enables 
the local bodies to plan firmly for the 
future. 

RSFC’s recommendations in this regard 
are in sharp contrast to those made by 
WBSFC and KSFC, at least in two 
important respects. One, the tax share of 
a little over 1 per cent is loo low and 
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indteates a poor commitment to decentra¬ 
lisation. Two, the only variable recom¬ 
mended for inter-tier and intra-tier 
distribution is population. Population is a 
neutral cnterion and relying entirely on it 
to rectify territorial imbalances is not the 
^nghtapproach Itcannotalsobeconsidered 
a sole inea.sure of fiscal need. 

PSFC avowedly tnes to follow the 
principles of revenue sharing such as 
financial adequacy of local bodies, 
maintenanceof essential services, creation 
of fiscal surplus to plan for augmentation, 
upgradation and expansion of services, 
incentive systems to improve the fiscal 
and administrative piaclices. equity to 
airrect hon/.ontal and vertical imbalances 
and autonomy.^ However, collection of 
levcnue isthe matorcnicnon for allocation 
of the tran.sl ers as between PRls and ULBs, 
which favours the rich regions and docs 
not help the pioccss of reducing tcirilorial 
imbalances While intcr-tier distribution 
IS arbitrary, mtet sc distribution is ba!>ed 
on population which, .is we have already 
poinu d out IS not a good measure of fiscal 
need Tlic commission ptoposes selective 
shanngortaxcs(20pri cciii in five specific 
taxes), including some taxes, which 
legitimately belong to local bodies <c g, 
enteitammcnt tax) 

Grants Operationally, there are two 
types of giants - general grants and 
specific otconditionalgr- nis 'Hiegeneral 
grants provide local autliorities with 
additional re.snurccs with autonomy in their 
use On the other hand, conditional grunts 
take the toim ol a payment towaids the 
cost oi providing a pailicular local sei vice 
Ol they may have .some conditionalities 
attached to theiruse Unlike general grants, 
specific giants alter the opportunity cost 
ol local authontics. Ocneial grants incica.se 
. (reduce) the level of provision ol all local 
scivices, whereas specific grants affect 
both the mix and si/e of local expenditure 
on services. 

Grants sometimes provide for matching 
pnivisions In such cases, tlwy are called 
matching gi ants which requite subnattunal 
governments to contnbuie funds ol their 
own if they are to get access l.i counterpail 
lundingfromthehighergovcmment Ibey 
involve a significantly enhanced role lor 
local governments in dccision-making as 
legards, the projects and programmes to 
be taken up at the local level. Matching 
grants in principle have important 
economic and fiscal advantages in terms 
of both allocative efficiency (spillovers) 
and efficient use of scarce (higher level 
goveminent) resources to attain desired 
levels of certain .services. They may also 
have the important political advantage of 


intnxiocing an element of local invol- 
vemeiu, commitment, accountability and 
responsibility for the aided activities. 
Properiy designed matchii^ grants may 
contribute to cquali.sation (horizontal fiscal 
balance) and like all other transfers, they 
help to resolve any ba.sic fiscal mismatch 
(vertical fiscal balance) problem. KSFC 
recommends foi a matching contribution 
by the PRIs in oidcr lo be eligible for the 
non-plan maintenance grants, which may 
be used lor paying the wage bill. RSFC 
and WBSFC recommend for a matching 
grant in order to utilise the central grant. 
However, no other SFC has made this 
recommendation 

Rationalisation ot the entire scheme oi 
.sub-state level grant.s is an important task 
ol the SF('s especially because the 
prevailing grant legime is unsystematic, 
ad hoc, dependency-promoting and 
involves loo laige a numbet. Even assu¬ 
ming that via tax assignments, revenue 
shanng and othci devices, the required 
resources aie piovided to PRIs. grants as 
an cqualcsci ot liscal capacity (most 
pnsminently ol gi,im panchuyats.) and 
also as a lever to .11 liievc ccitain goals that 
are indispensable as a mode of transfer ol 
resources to I’KIs by both union and stale 
govemment.s 

Lnsunngolniiiiiinumstandardsnf basic 
SCI vices at (he IOi.al level .so that backward 
areas also gel a level ol acceptable services 
IS the hallinaik of good local self- 
govemmem The union and state level 
devolution should help m this pioce.ss 
KSFC’s recommendations for cai marked 
grants for upgrading the deliveiy ot .safe 
drinking water, primary health, piimary 
education, loads and street-lighting in OPs 
need special mention in this respect. K.SHr 
has identilied the panchayats. which lall 
below certain noimative standards, and 
made several uselul suggestions, which 
the second SFC in the state may do well 
to review in the future. 

KESFC has tried lo bring in some 
rationality into the bewildcTing variety of 
slalutoiy and non-statutory grants that 
existexi in the pic amendment regime in 
Kerala TIica* is an ellort in its recommen¬ 
dations to combine selective tax sharing 
with grants But inter se distribution is 
weighted heavils in favour ot population 
both in regard to non-plan and plan grant 
allocation.! ne KhSFC I avourspopuliUion 
because it is a neutral criterion lliisexactly 
IS its weakncs.s w hen the need is promotion 
ot temtcHnal equity KESFC’s ^cisiun lo 
give more funds to GPs with lower 
re.sources has an element ol progres.sion 
about it, but diKs not adequately reflect 
financial need Expenditure needs of 


panchayats have to be normatively arrived 
at and equitably distributed (reckoned in 
termsof relevant critenaofbackwtfdncss). 
KESFC has, however, recommended a 
good scheme of maintenance grant for 
schools and hospital buildings ba.sed on 
current con.struction costs with an allo¬ 
wance for mnation 

PSFC recommends general and specific 
purpose grants, besides a gram scheme for 
pi omoting incentives loi better pc rtorming 
PRIs It has recommended that weak gram 
panchayats. defined as those below a per 
capita income (revenue) of Rs UK), have 
to be given grant.'! lo bring them up to that 
level with 50 pci cent grant, the rc.st to 
be made through additional tax ctfoit and 
donations PSFC and RSFC make provi¬ 
sions foi incentive grants mainly tor better 
tax collection and beltci utilisation ot 
rcvsciurces RSFC racommends awards for 
the best three GPs and PSs in every district 
and lor the best three ZPs in the state. The 
first pri/c is as high as Rs 2 lakh tor GPs, 
Rs 5 lakh toi PSs and Rs K lakh tor ZPs. 
This has no lelatiun lo the own revenue 
base of the PRIs in the stale WBSFC also 
makes provision to encourage collection 
of all lesoiiues which is visualised as a 
joint efion ol iHitli the state and the local 
bodies 

PSFC takes the view that grants-in-aid 
to hu'al bodies aie meant lor reduction o) 
horizontal revenue gap, ptovision ol a 
desirable level ot civic sei vices and meeting 
the ctpcn.scsot undertaking .state assigned 
responsibilities and tasks It mentions a 
numbet ol principles ol grams in-aid loi 
genet ai purpo.se giants ^ When there arc 
such large numlxT of principles, their 
opciational signilicanse gets diluted. The 
specitic purpose giants arc basically given 
to stiniulalc specific local tunctioiis and 
to shaie local expenditure tor providing 
essential .set v ices having n.-itional 01 state¬ 
wide pnorities PSFC suggests a number 
of pniK'ipies in regard to specific purpose 
grants a.s well *’ The inter-ticr and inter se 
distnbution ol grants is not worked out 
b> PSFC. The Punjab .SFC thus is aware 
o: the c!i.scntial principles to be iollowed. 
llowcvci. Its iccommendations on giants 
do not seem torcflcct these principles F’or 
instance, it recommends a lump sum grant 
of Rs IS crore per annum during the 
penodof 1995-96102(KH)-2001 foi finan¬ 
cing the weak gram panchayats, with per 
capita income of less than Rs UK) lliis 
appears to he quite arbitiaiy and will 
promote laxity in ic venue el fort. 

RSFC puts the maximum store by grants 
and 1 ecommends several caiegones of them 
suchas start-up grant, establishment grant, 
maintenance grant, general purpose giant. 
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incentive grant and so on Almost all the 
grants recommended are ad hoc and are 
in the natuie oi discietionary panchayat 
assistance, negating the principles of 
transparency, predictahility and autonomy. 
Must of them arc probably small in size 
compared to the iiKcntivc grants. Enhanced 
flexibility IS being achieved at the co!>l of 
transpateniy, objectivity and account¬ 
ability Given tlie lungibiiity of funds, it 
will be an extremely di tiicull task toensure 
icaltsation ol various grants in tenns of 
specific purposes for which they are meant 
Agrant-ba.sedicgime(it thistype pioinotes 
neithei li.scal autonomy nor proper 
accountability 

Fisrai effort and fmum lal autonomy in 
the SFCs Fiscal cupai. ity is the ability oi 
govemmcnis to raise levenues Inim their 
own resources 'I'he estimation oi fiscal 
capacity isdil ticult. boi h conceptually and 
cmpinc.illy Crude macni indicators such 
as income oi output (personal income, 
pi'rsoiial disposable inc unic, state domestic 
product, etc) an* c'. nititonly used to serve 
as indicators ol ability to bear lax burdens 
by the residents ol a state However, it is 
a highly im|H'itect and partial measure of 
fiscal elforl A good measure oi lax elforl 
would be actual tax collection, tax base 
and tax rate Shah (I ) I) does not suggest 
the inclusion ol tax etiorl in the alIcK'ation 
formula largely on ac c ouiit of the measure¬ 
ment problems Accoiding to Bird and 
Wallich (109^). II IS not good to include 
the fiscal effort element explicitly in a 
iran.slcr formula The pioblem of measu¬ 
ring this IS considerably nioic complicated 
than usually lealised Giving tmi much 
weight on liscal cl fort in alhwating grants 
may penali.se the pooler areas, on the other 
hand, omitting it altogether would he 
counter-pnuluctive in view ol the rcluc 
tance ol local bodies to impose taxes 

KSFC and KHSFCdo make someetlorts 
to measure icscal clloil ol the PRIs. KSFC 
has estimated the maximum potential 
revenue which GPs can raise from tax on 
houses and buildings It has projected the 
revenue ol GPs ha.sed on (he demand, 
collection and balance (IK'B) ol taxes on 
house's and buildings at (he late ol 12 per 
cent per annum at 60 per cent uillection 
performance. While in KESFCs repoit, 
financial need is one ol the iaclors in 
devolving a ciitena lor dcstiibiition ol 
ruial and uiban pool. Further, it suggests 
that ail local biHlies need to conduct a 
systematic lax mapping lor all taxes The 
cost oi tax mapping may be borne by 
centrally sponsoied schemes at the 
panchayat level. KBS) (' has also woikcd 
out this cost to be inclined by the local 
bodies (sec KliSFf' repoit, p 159) 


PSFC’s review shows that Punjab 
PRIs’ tax effoit has been found to be 
unsatisfactory. The only tax being levied 
at present by the PRIs and that too in a 
limited way, is the domestic propeny tax. 
The pniicssion tax is not currently levied 
in Puniab either by panchayats or by 
municipalities PSFC suggests that to 
optimi se the local btxlies’ own fiscal effort, 
some incentive grants can be given to 
those among them which manage their 
fiscal affairs more efficientiy WBSFC 
recommends 2 per cent of the cnlitlemcnt 
to the dcstncis lor incentive schemes to 
augment own incomes of local bodies 
This IS to stimulate tax effort. 

The SH's have a responsibility to 
recommend measures to build up the 
iinancial capability at the local level 
Otherwise, fiscal autonomy cannot be 
piomoied KESFC and PSFC have 
undoubtedly suggested some measures 
both tor stiengthening the financial ba.se 
at (he liH.al level and to augment the 
resources ,il (hat level. KESFC has sought 
to rationalise to the existing tax .structua*, 
besides suggesting new taxes. II local 
goveinnients are allowed unre.slricted 
transfers without an appropriate system oi 
checks and balances, fiscal pnitligacy can 
emcige In addition, the vicious practice 
oi “financial irresponsibility*' should not 
be permitted to develop among local 
governments This would also impaii the 
iinancial sovereignty and expendituic 
responsibility of the local governments 
Ilencc. there should be a system oi 
accountability and iiscal autonomy at local 
level Future ,SFCs will have to take this 
factor into account For example, a 
decentralised tax system can distort the 
allocation of mobile factors acioss 
localities and hamper the operation oi the 
domestic common market In order to 
achieve some haimonisation oi the tax 
system, better redistribution and lower 
costs of tax collection, the union 
government needs to retain sulficient 
control of the (ax structure. It is argued 
that the gap-filling transfers discourage 
mobilisation and give perverse signals ol 
a“sol(hudget constraint” to the subnationai 
goveinmrnts When the comsenl and 
participation of the local beneficiaries are 


sought early in the process of the 
formulation of the projects, the |»roblems 
of free ridership are under control. 

It IS worthwhile here to look at PRIs’ 
share of own income in total revenue, 
which would indicate the financial 
capabilityatthelrxiallevel Thepropoition 
oi own income in the total revenueof PRIs 
IS presented in Table KSFC and WBSFC 
do not provide any data on these economic 
aggregates. Among the three stales for 
which data was available, Kerala performs 
better, that it can finance on its own to 
the extent of 40 to 45 per cent of the total 
revenue of PRIs Iiiothei words, lor about 
55 to 60 per cent oi the total revenue 
comes from higher level government In 
Punjab, the ratio is from 30 to 35 percent, 
which comes through own resources As 
already mentioned the tax effort by local 
bodies IS very low in Punjab. The projected 
figures calculated by PSFC in 1996-97 
and 1997-9X. is lower than in earlier years 
It shows a declining trend and does not 
speak highly of the SFC"s rccommen- 
(lations. Rajasthan's share is meager at 
3 to 4 per cent The RSFC’s estimation 
of the projected figure is found to be less 
than the actual share The dependency 
syndiome is the highest in Rajasthan I'he 
SK'scoiiccrncd do not seem to have made 
much effort to create institutioas of local 
sell-govcmment The reconimendations 
of SFCs should lake the states a step 
forward on the road to decentralisation 

Poi ICY Imitraiivls 

The second generation SFCs have got 
to learn some le.ssons from (he expenen- es 
and mnstakes of the present SFCs Given 
the constitutional provisions especially 
Articles 243G. 243ZD and 2431 and 243Y, 
a systematic approach foi the SFCs would 
have been to initially identify the functional 
responsibilities oi the local bodies, then 
e.slimate the I inancial requirements - non¬ 
plan as well as ior plan activities, and 
determine the principles ior tax assignment, 
revenue shanng and grant mecnanism. 
besides reviewing the iinancial position 
of the kK.al bodies and sugge.sting measures 
(or augmenting their resources and 
suggesting methods ioi inter sedfstribution 
which would easurc tcrntorial equity and 


Table . Puiri-NTAfii <« Own (NcuMr on Total Rlvfnui or PRIs 

{perteHl) 


.States 

|S9«-9I 

1991-92 

1992-9.3 

199.3-94 

1996-97* 

1997-98* 

Keieta 

4094 

47 36 

42 27 

43 73 

na 

na 

Puniah 

na 

33 86 

30.32 

-35 42 

17.06 

2051 

Raiasihan 

.3 89 

4 34 

3 59 

3 46 

2 90 

2 78 


Note * Indu ales projecied figures 

na indicates the data is nui avaitable 
Soune Slate Finante Commhsion Hepons 
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efficiency. RecomniNiding measures 
towards proper budgeting, auditing, 
autonomy and transparency were the right 
steps to be pursued by the SPCs with 
regard to fiscal devolution. 

The SFCs have a responsibility to 
recommend measures to build up the 
financi^ capability at the local level. 
Otherwise, fiscal autonomy can not be 
promoted Onthccontrary,iriocalgovern¬ 
ments are allowed unrestricted tran.sfers 
without an appropriate system ot checks 
and balances, n.scal profligacy can emerge. 
In addition, the vicious practice of 
‘financial irrespoasibility' should not be 
allowed to develop among local govern¬ 
ments This would impair their financial 
sovereignty and expenditure responsibility. 
Hence, there should be a system of 
accountability and fiscal autonomy at local 
level. Future SFCs will have to take this 
factor into account For example, a 
decentralised tax .system can distort the 
allocation ot mobile factois across 
localities and hamper the opciatiun of the 
domestic common maikct. In order to 
achieve some harmonisation of the tax 
system, belter rcdi.stiibution and lowei 
costs ot tax collection, the union govern¬ 
ment needs to retain sufficient control 
overthe tax structure. When the consensus 
and participation of the Iwal bcneftctancs 
are .sought caily in the process ol the 
fot mutation ot the projects, the pmblems 
of free ridership are under control 

The Constitution requires all SFCs to 
spell out the principles on which Iheir 
recommendations arc ba.scd. Reproducing 
the textbook principles is not what is 
expected of them Ttic purpose ot making 
explicit the principle/ principles on which 
the recommendations are ba.scd is to know 
the rationale ol specific recommendations 
Mo.st of the SFC reports have tailed in this 
respect EvcnthcKSFC.whoscrecommcn- 
dations go a long way towards pmmoting 
autonomy and decentralisation, docs not 
lay stress on such principles as traas- 
paiency and procedures relating to 
budgetary fonnulation and rationalisation 
atthethreetiersof thcPRls. PSFC mentions 
several principles ol tax assignments, 
revenue sh,mng. transfer of grants, etc. 
But it has not tidcen pains to explain how 
far these principles havebeen incorporated 
in Its recommendations. It is important fur 
all SFCs to spell out the pnnciples relevant 
for their recommendations. At least they 
provide a point of relurence and a norm 
of evaluation. 

In the ultimate analysis, the recom¬ 
mendations of the SFCs must lay the 
foundations of a decentralised, but sound 
public finance in the Inman federal system. 


besides promoting regional balance, 
especially in lespect of certain basic 
services. The scheme of fiscal devolution 
following from the recommendations ot 
the SFCs will have to promote not only 
financial autonomy, but functional and 
administrative autonomy as well within 
their defined domain so as to create insti¬ 
tutions of local .self-government. The 
emerging pictuie could be evalutfcd only 
after all the SR's‘ reports are out and 
recommendations arc implemented, which 
will take some time 
In any case, the economic development 
through various piogrammes, which has 
a massive I manual provision for rural 
development has to be channelisd through 
provision ot adequate funds to PRls in 
time. With the uetive involvement ol the 
grass roots organisations, both at the level 
of planning and implementation, the face 
of rural India needs to he changed through 
growth with social justice. However, the 
essential pterequisites for the success of 
he 73rd and 74th amendments are in the 
political will and ’.he administrative back¬ 
up of the nation 'Hicsc will pose lot of 
challenges and piovide opportunities. The 
.success would lie in converting these 
challenges into opportunities. 

Appendix 

MaiiichanK.ti:iistii sol local taxation os suggested 
by Bird and Wallicli(l9<l3) 

I The lax base should be relatively imnKibilc. 

to allow local aulhunties some leeway in 
varying rates witliimt losing most at their tax 
base, 

II The tax yield should he adet|uuie hi meet local 

needs and suniciently buoyant ever time (i 
e. It should expand at least as fast as 
cxpendituicsl, 

III The tax yield should be relatively stable and 

predict.ihlc ovci time. 

IV 11k tax base sliould be visible to cnsuie 

aceountahilily, 

V The tax should he peiceived to be reasonably 

fair by taxpyers, 

VI The tax should be lelatiscly easy to adniinisici 

cfficKHtly and olleclivciy. 

In practice, a local tax having all these 
chaiaciensiics is a rare possibility Rut the lixail 
governments must ensure that at some of the 
unpoilani charociciisttcs ore followed 

[The author would like to acknowledge the referee. 
V Selvarajuaml M AOmimen forlhcircnminenis 
on the earlici dralt of this paper ] 

Notes 

1 The term 'rntiliciiKnt' is more relevant 
compared in such terms as 'awards' 

2 The sources ol non-tax revenue recommended 
by KESFC .in; incoiiK tmm properties and 
licence fees and n ceipis under Special Acts 
and misecllanf.nis heads 

3 Besides these above mentioned principles, 
PSFC also aiicmpls to adopt the following 
guidelines like taxes identified for shanng 
should fall within the fiscal domain of the 
local govemiiK’ni and to the pioceedx of which 


the local bodies have a legitimate right and 
the shore of the local bodies should te fixed 
preferuhly on percentage basis, inking in view 
Ihnr fiscal needs This shore of the locd 
bodies should be enough lo reduce their 
dependence on grants 

4 Out of 1.S per ccni share allocated for fliwnctol 
needs m the lotal plan giants. SO per cent is 
recommended fur poiichayais in Croup-IV 
catcgoiy, which gel the lowest income 
(revenue), 42 S per cent is devolved among 
Group-Ill category, whose incoitKS ate just 
above the lowest income categoi y .ind the rest 
7 S per ccni is distnhuled among Group-II and 
Group-1 panchoyais The high income 
panchayais with an income of above Ks 20 
lakh do not get any share in the financial needs 
itevolulion 

5 PSFC mcntiones the following pnnciples for 
gciwrol purpose grants such os system of 
gram should he transparent predictable and 
bused onobiec rivc iiieasureablc fuclois, should 
promote equity and lusiice. ensure sufficient 
autonomy and flexihiiiiy tii planning the 
pnoritics, and provide tncemive to the local 
bodies foi heitcr resource inobilisoiion and ‘ 
iiumogement ol their resources Further, the 
grants should be utilised loi the improvements 
and upgradatmn ol essential services and not 
lor paynKni of salanes and wages and there 
should be monitnnng of their use for the 
puipoxe for which they are given 

() PSFC suggests the billowing pnnciples in 
regoid to specitii giants as local bodies' own 
coininitnwnt foi (he lunctions for which the 
grants have (teen received should he insisted 
upon, they should be accountable to the higher 
levels of govcniiiteni for proper utilisation of 
the grant, and there should also he piovisions 
to cuvei the enwrgency expenditure and cost 
ol pcriornunce of ihe state functions entrusted 
to the local bodies, which should be reiiiibursed 
lo Ihciii by the state goveranicnl 
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DFIs in an Era of Developii^ Capital Markets 

MKDatar 

Development financial institutions (DFl.\) were set up because banks were unable to meet the requirements 
of tndiisfrv for long-term finance. Capital markets have since developed, offertng industry an alternative 
source of funds. DFIs' own source offunds has c hanged. This article assesses the debate on universal banking 
and examines the future role of DFIs. 


FOIXOWING the east Asian currency 
crisis, the search is un ior an appropiiate 
architecture for the global t inancial system 
IBeddrres 1999] Nearer home, restruc¬ 
turing ot commercial banks and devising 
regulatory and suporvisoiy structure 
appropnate lor ninreopenandcompclitivc 
financial system seems to be the most 
important issue in the second phase of 
financial .suctoi lelomis Otherrelatcd issue 
IS the late of term finance institutions in 
a developed financial system Ever since 
the advent ol financial sector reforms, 
doubts are being taiscd about future role 
of tcim financial iiisiiiutions popularly 
known as development financial insti¬ 
tutions (DUs)' TTiose specialised insti¬ 
tutions wea' set up as the then existing 
markets and institutions, i e. banks wem 
thought unsuitable to meet the require¬ 
ments ol industry, pjiiiculat ly its demand 
forlong-tenn funds F.slablishmcntol DFIs 
was thus a st.igc in the development ol the 
financial system As capital markets 
emerged as an altcinative souice ot funds, 
particulailv loi hliic-ehip companies, in 
late l9K()s.iiideiuly l99()s,tlieinipliculioas 
ol this dis inteimedialy tiend for future 
(role lot DFIs were quite obvious and have 
been undei di.scussion [Daiar 1996. 
Taiapoie 1998. 1999a. 1999b| 

Moieovei. aspart ot the tinancial scctoi 
refoims. DMs’ access to low-cost, long¬ 
term funds, particularly '.SLR bonds' that 
were subsi i ibcd to by bank.s and insui ance 
companies has been pha.sed out As a 
result, DMs are lequired to rai.se funds 
fromthccapital market F-urthennorc, with 
removal of adniinistiative controls on 
interest rate stiucturc, i aising ol long-term 
funds has become diflicult This resulted 
in DFIs laising funds .it iclatively higher 
cost and lowei matuiity Simultaneously, 
in view ol the anticipated large funds 
lequmments of inlrastructure sectors, 
commercial hanks were permitted and 
encouraged to provide term finance to a 
greater extent In view ol the envisaged 
large demand, mat ket I or term finance was 
prc.sumahly large enough tor both banks 
and DFIs 1 lowevcr, as the overall demand 
tor funds liom industry slackened, the 
competition among commercial banks and 


term tinancing institutions, particularly 
lor gcKHl clients, came alivc.^ 

It was therefore expected that the work¬ 
ing group under the chaiiTnan.ship of S H 
Khan (KWG heicafter) appointed in 
Decembei 1997 lor harmonising the role 
and opeiations ol DFIs and bank.s would 
evolve a mechanism to define the avenues 
foi competition among banks and DFIs 
Though headed by the chief of a DFI. the 
composition of the working group was 
balanced. KWG had three members from 
DFIs (IDBl, ICICT and IFCI) and three 
membiMs Irom commercial banks (SBI. 
BOl and Union Bankl and a representative 
Iloni RBI In a parallel development. GUI 
appointed in December 1997 the Com¬ 
mittee on Banking Sector Reforms (CBSK) 
under theclijirmanshipof M Nara.simham. 
popularly known as the second Narasim- 
ham committee. The committee was expec¬ 
ted “to chart the relorms necessary in the 
years ahead so that India's hanking .system 
can become stronger and bettet equipped 
to com|xile ctfcctivciy in a fa.st changing 
international economic environment" 
With such bioaJ terms ot reference, even 
the issue of achieving harmonisation 
among h.inks and DBs fell within the 
purview ol the CB.SR 

While the CBSR submitted Us report in 
Apiil I99H [GOl 1998J, the KWG sub¬ 
mitted Its intenm report in Apnl 1998 and 
the liiul report in May 1998 IRBI 1998] 
I'heC'B.SR noted convcrgcnceof activities 
between banks and DFIs, and oKserved 
that “DFIs over a period ot time should 
convert themselves into banks. There 
would then he ontv two forms of inter- 
nwdianes, viz, hanking tompanie.\ and 
non-hanking finance companies” 
(emphasis added) 

liic KWGra'omnicndcd“apiogre.ssivc 
move towaids universal banking and the 
development ol an enabling regulatory 
framework for the purpose” While it did 
make .several observations on regulatory 
and legal framework as also supervusory 
practices and re-organuation ol state level 
DFIs, on harmonisation /ler se it merely 
recommended that a staffing (co-ordina¬ 
tion) committee be set up having repre¬ 
sentatives from both DFIs and bunks It 


made specific recommendations on giving 
enlarged access to DFIs to mobilise 
medium-term funds, i e. with maturity of 
mure than one year The KWG was also 
of the view that while CRR .should not be 
made applicable to DFIs as they arc not 
pel nutted to access ca.sh and cash-like 
instruments. It recommended Ihatasuitablc 
level of SLR be stipulated tor DFIs on 
their dcpiKit liabilities on an incremental 
basis. Tlie RBI initiated some mca.sures 
as recommended by the CB.SR through Us 
monetary and credit policy statements 
These mca.sure.s broadly covered what the 
CBSR icnned as 'anthmeticals' of finan¬ 
cial v'ctoi refurms .Such measures in¬ 
cluded tightening ol pmvisioning norms 
and capital adequacy .standards 

The RBI promised to bnng out a discu.s- 
sion paper on the views expressed by the 
KWG It was expected that the RBI would 
state Its position on the regulatory i.s.sucs 
that would lacilitatc convergence between 
activities of commercial banks and DFIs 
The promised paper (discussion paper 
heicafiei) is now available lor public jRBI 
19991 1 iuwevei. contrary to expectations, 
the discussion paper docs not present any 
.specific view on the lutuic direction of 
regulatory framework so as to achieve 
hamiuni.sation in the working and oper¬ 
ations of banks and DITs. The disc ussion 
papet suggests that the is.suc hai. to be 
taken up after five years It deals with the 
concept ol universal banking and its 
practice in India It is also in broad 
agu'cmcnt with CBSR as U suggests “a 
DFI could choose to provide specialised 
services as an NBI-Cs or continue to adopt 
the conglomerate route with a banking 
subsidiary or transform it.self intoabank”. 
It is ironic that search for harmonisation 
among banks and DFIs should end with 
suggested obliteration ol DFIs. 

It appears that in view of the current 
state ol capital market, particularly debt 
market, the RBI feels that the question 
of future role for DFIs be revisit^ after 
Five years and that the RBI is not very 
particular about even the Five-year (iiiK- 
framc. In contrast, a view has been 
expressed that the present setup of 
DFIs may become deterrent to the 
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development of the long-term debt market 
[Tarapore 1909bJ.’ 

It is argued here that future direction of 
the regulatory framewodi is crucial as it 
would shape the future evolution of DFIs. 
The regulatory framewortc would therefore 
need to be put in place now rather than 
alter five years The discussion about the 
so-called universal banking (in the world 
context) is slightly beside the main point 
and may lose the focus of the debate The 
regulatory policy should be guided by 
perceived future mle for the DFIs and a 
generalised approach by either a bank or 
an NBFC would he inappropriate. The rest 
of the paper is divided into two sections. 
In Section T tlie relevance of the general 
debate about universal banking for Indian 
financial system is assessed. It also notices 
the important linkages of this debate with 
regulatory iramework Section nexamines 
the future role of DFIs and the need for 
evolution of a .suitable regulatory frame¬ 
work Concluding observations arc 
presented at the end 

I 

Univci'sal Banking and India 

The debate about universal banking in 
the US ha.s revolved around the separation 
of commercial banking and the investment 
banking which was separated through the 
Glass-Steagaii Act. At another plane, 
universal banking can be contrasted with 
unit banking, the latter being local banks 
operating in a small area. In general, banks 
operate in diilcrcnt iiiaikets, they offer 
different products/sorvices and serve 
different clients A universal bank may 
pi'teiitially operate in all markets, offers 
a full i.inge of services and serve all 
categories of clients I'lie quc.stion regard¬ 
ing i n which market a liank would operate, 
the range of products it may offer to its 
preferred category of clients would be a 
part of Its business strategy This would 
be resolved by respecti ve banks depending 
on cost and benehts of offering different 
pnxlucls to relect categories of customers 
Different banks would tend to concentrate 
in select areas/products and locus on certain 
clients dependingonthuirbusine.ssstiatcgy 
and resources. Technical changes too affect 
the boundaries between dilTercnt products/ 
markets and have actually led to 
diversification and atlected the market 
structure. 

However, regulatory framework would 
also influence this choice. It would, in the 
main, influence the oiganisation of these 
different business segments, viz. whether 
the.se activities would he undertaken under 
the roof of one business entity or these 
would be organised in legally separate 


entities such as subsidiaries/associates. 
These legally separate entities would 
operate asone business entity white dealing 
with their clients In the US (and the UK) 
regulatory agencies have attempted to 
separate commercial banking from invest¬ 
ment banking. As a result, the rationale 
for demaication between commercial 
banking and invcstment/merchant banking 
IS at the centre or the debate about universal 
banking. In the US. a case is being made 
to remove the bamers between investment 
banking and merchant banking so that US 
banks would he able to meet the challenges 
of competition particularly from Japanese 
and German hanks (Saunders and Walters 
19941. 

Commercial hanks in Germany and 
Japan have provided loans to industries 
and also had substantial equity stake in 
such a.ssi.stcd enterpnses Such equity slake 
(their own holding plus shares held on 
behalt ot theirclicnts for which banks held 
voting powers) led to a close relationship 
between commercial banks and their 
industry clients Banks had a close 
relationship with management and they 
actively used their ownership rights in 
shaping business strategy. In the.se 
countnes univeisal banking meant close 
relationship between banks and industrial 
units.^ 

The western debate on universal banking 
thus centred on whether commercial and 
investment banking should be separate? 
Do universal banks fare better? Would 
regulatory re.stnction impair the capacity 
of the US banks to compete eflcctively 
with their German and Japanese counter¬ 
parts?-' It has been argui^ by some that 
in some models when banks take equity 
positions and akso extend loans there 
would arise moral hazard between banks 
and borrowers as also between banks and 
the providers of deposit insurance [Boyd 
et al 1998]. Others have argued on an 
empirical plane that the economics of 
scope is limited in banks and that 
maintaining firewalls between commercial 
and investment banking will not sacnflcc 
the potential tor joint production [Mester 
19921 Universal banking may be 
considered as divcrsiflcation by financial 
intermedianes. While Aims have attempted 
to improve profitability or muket power 
through diversification, such attempts are 
notalway$successful.Tobin( 1987)makes 
a case for maintaining regulatory 
distinction between banlcs and non-banks. 
He is also sceptical about success of 'one 
stop sqiproach' in improving efficiency. 

'^rccentlndian debate about universal 
banking is quite different and narrow. The 
distinction focuses on providing term 


finance to industries, a function that was 
entrusted to DFIs Both commercial banks 
and DFIs have operated nationwide. Thiy 
have generally lent to a wide specinim of 
industries. DITs have not lenttoagncuhure 
as these were established to provide long¬ 
term finance to industrial concerns nor 
they have provided consumer finance. But 
banks have lent lo a wide variety of 
clientele Banks and DFIs are ‘universal’ 
in geographic sense as also because they 
have a diversified portfolio in that they 
have lent to a wide range ol industries 
operating in different parts ol the country. 
As regards the distinction between 
providing loans and investing in sharc.s/ 
debentures DFIs have combined these two 
activities nght from their inception 
DFIs have in fact attempted lo develop 
capital market through their underwnting 
and direct subscription activities. Project 
loans extended by DFIs used to carry a 
convertibility clause, which gave them an 
option to convert 20 percent of their loans 
into equity shares While loan covenants 
give financial ircstiiulions the nght to put 
a nominee on the boards of assisted 
concerns, convertibility clau.se could give 
them an ownership stake However, Indian 
corporate sectoi was uncomfortable with 
this pro vision This provision was dropped 
in July 1991. Commercial hanks tradi¬ 
tionally had some restrictions on invest¬ 
ments in industrial .secuntics, but such 
re.stricbons have becnea.scd in recent years. 
Some commercial banks, eg. SBI have, 
however, actively paiticipatedin merchant 
banking tor several yeais It would, 
thcreiorc. not be incorrect to infer that 
certainly DHLs hut to some extent even 
banks have been, in this scn.se. universal. 
In recent ycats both banks and DFIs have 
entered asset mamigemenl by floating 
separate mutual fund subsidiaries. As and 
when insurance business is opened up for 
new entrants it is quite likely that some 
banks and DFIs would enter this line of 
business through subsidiaries/atfiliates. 

The main diiicrence between com¬ 
mercial banks and DFIs has been, on the 
asset side, the nature of loans extended to 
their industrial clients While conimerciid 
banks ha vc been extending working capital 
loans on the secunty of stocks of raw 
matcnals and finished gtxxls, DFIs have 
extended loans for creation of fixed assets 
like plant and machinery and buildings 
which arc hypothecated to Rs. Commercial 
banks have also extended loans to indi¬ 
viduals for a variety ol purposes, viz, con¬ 
sumer loans, housing loans The dif¬ 
ferences between banks and DRs were 
more glaring on the liability side: while 
commercial banks offered money transfer 
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iacilities and liquidity they also mobilise 
deposits from households and business 
enterpnses. DFIs had indirect access to 
societal savings through hanks and insu¬ 
rance companies as also direct resource 
suppoit from the govei nmcnl and the RBI. 

Two factors about these dtftcrences 
between the activities of banks and DFIs 
are noteworthy. Firstly, much of these 
differences were rooted in regulatory/ 
financial policy structure. DFIs did not 
mobilise funds diiccti) because they were 
provided assured access to long-term 1 unds 
as bonds floated by them were made 
approved investments tor insurance com¬ 
panies and commercial banks Similarly 
DFIs have historically .specialised in 
providing project loans to industries 
because commercial hanks were thought 
to be unable to assume the a.ssuciated 
risks. Secondly, the business risks were 
higher tor DFIs duniig the project cun- 
.struction phase But once this .stage is 
over, the risks assumed by DRs (through 
their project loans) and commcrual banks 
(thiough then working capital loans) 
become quite similar Hence by entenng 


into each other's domain, banks and DFIs 
would only achieve pioduct/facility diver¬ 
sification as client and market segments 
are the same As banks and DFIs follow 
prudential norms regarding exposure to 
individual lompanies/groups, the strategy 
to provide additional facilities to existing 
clients has obvious limitations if banks 
and DRs continue to operate within these 
norms It is not very clear lo what extent 
banks and DFIs would become moic 
'univetsal' by providing term loans and 
working capital loans, respectively.'’ The 
diifcicnccs between role and operations 
ot hanks and DRs arc thus largely due to 
the existing regulatory mgime. 

II 

Future Role of DFIs 

The RBI dhscussion paper (1999) 
recognises the importance of clarity about 
future toleof DRs in adevelopcd I inancial 
system It considers that in the current 
slate of capital (debt) market, corporate 
demand lot long-term funds may nc'cd to 
be met by DRs However the implicitly 
perceived adationship between capital 


maricet development and the demand for 
scrviccs/products of DFIs is rather sim¬ 
plistic. Even when capital markets are in 
good condition, there would always be 
certain categories of firms which may not 
have access tocapital market and, therefore, 
approach flnancial institutions. Secondly, 
when capital markets grow and develop, 
non-fund activities of DRs such as 
underwriting, issue management, tiustee- 
.ship business increase. DRs could play a 
pioneer role in meeting newer demands 
from their corporate clients, eg, nsk 
management tools like interest rate swap. 
DRs could and should participate and 
develop such maricets in derivative instru¬ 
ments. Thirdly, in ab.vence of access to its 
past sources of funds, and limited and 
restrained access to deposits. DRs can 
raise funds only through capital markets 
-domestic and/orcxtemal. Moreover, the 
disintermediation would affect business 
ot not only DRs but also banks. Moreover 
such effect works in both directions, 
depressed capital markets have seen an 
iiKrcaso in .share of loans fn>in Rs in 
corporate funding ^ It is in this context 
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that the DFls* i^lity to raise deposits 
becomes iinportant iuid the ragulatory 
stance is veiy imptntant as SLR and CRR 
stipulations are defined in relation to level 
of deposits 

Even the traditional distinction between 
long-term loans (tor funding creation of 
fixed assets) and shon-lerm loans (for 
funding inventories) would vanish with 
removal of controls on interest rates. The 
differential rate on long-term loan would 
not be fixed, it would depend on the slop 
of the yield curve It is po!>.sible to fund 
a long-term project through a sliort-term 
loan if It can be rolled over again and again 
and there is no aversion on part of the 
borrower to bear interest rate nsk. In this 
situation DFls would get operational 
flexibility by getting broad access to 
deposits For this to happen is it ncces.saiy 
that DFls become eithei commercial banks 
or an NBFC? 

It would be ncccssaiy to define what 
constitutes commercial banking Banking 
has been associated with lour c-sscntial 
charactrn.stics Banks ate repositories of 
liquidity, they piovidc core payment 
met hanism. lhc.se arc perceived as main 
providers of iion-in.irket tinance and 
generally have liquid liabiliticsand illiquid 
assets. In addition hank deposits arc 
generally insurad and have access to la.st 
re.snn liquidity [(leoigc 1997) For DFls 
to get access to deposit s is it ncccs.sary that 
they otfci bank pniducts and provide 
lasuied deposits’' 

Commenial banks in the west have 
offered only liquid, payable-on-demand 
deposits. In India, bank deposits have been 
an important tinanci.il asset in which 
household savings aic held Till recently 
banks have offered long-term deposits (five 
years and above) and the matui ity has been 
brought down (up to three years) in recent 
years This was doiu through reducing the 
maximum maturity for which banks were 
permitted to a pay higher interest rate " 
However, premature withdrawals were 
alino.st routinely permitted by olfenng 
lower inteicsl rate for the penod for which 
deposit was held 

Commercial hanks have a natumwide 
branch network and 'hank' pnxlucis like 
chcqiieabie accounts, money transfer 
facilities offered by them facilitate their 
access to retail and wholesale funds; the 
overall cost is comparatively low as 
demand deposits and saving deposits have 
£ero and low costs, respectively. Before 
the advent of reforms, a large part of funds 
mobilised by commercial banks were pre¬ 
empted through high levels of SLR 
stipulabons. As capital markets develop 
and the government offers a market 


related coupon rate it would not be 
necessary to create a captive market for 
government securities through high levels 
of SLR. Similarly development and 
deepening of market for government 
secunties would obviate the need for high 
CRR as open market operations would 
become a peitinent tool for liquidity 
management 

As part of the reform process, several 
direct controls o vcrcommercial banks such 
as pnor credit authonsation, rigid bank 
consortium and elaborate interc.st rale 
controls have been removed. DFls were 
getting access to funds mobilised by banks 
as bonds floated by them were approved 
securities for .SLR purpases. The financial 
liberalisation pioccss brought DFls to 
competition with commercial banks as the 
funner had to directly raise funds from 
wholesale and retail investors. The 
contours ol competition between DFls and 
commercial hanks would he set by their 
relative strength in the market place but 
also by the regulatory policy. 

Should DMs become banks or should 
they have a special role to play in future 
is an impoitant question While the 
question could he leR to the management 
of respective DFls. the regulatory policy 
stance should steer the DHs to a choice 
that would facilitate meeting diverse 
financial needs ol the industnal sector 

Is it ncccssaiy that DFls become 'full* 
commeicial hanks’’The (?BSR, as also the 
discussion paper [RB11999], seem to be 
guided by the need to maintun a level 
playing field between banks and DFls It 
IS unexceiXionable that legulatoiy .structure 
shouldbcsimilurforsimilaractivities But 
CBSR and the RBI are seemingly adopting 
a stand that regulatory structure would 
accommodate only two types of financial 
intermediaries, vi/, banks and NBFCs. It 
could be argued that more catcgoiics of 
intermediaries be permitted if there exists 
need for them 

Not only the regulatory authorities but 
even the participants se'em to have atxepted 
that advantages ol commercial banks arc 
due to their retail reach and float money 
they enjoy due to current account and 
money transfer facilities oflered by them 
Many 'new' piivate banks which had 
initially targeted corporate banking now 
seem to be lixusing on retail banking. 
However, while at this juncture corporate 
banking business may growing .slowly, 
its potential cannot be underestimated. It 
needs to be noted that deposits owned by 
non-iiidtviduals .irc si/eable and growing 
In 1971,78 pci cent ol bank deposits were 
owned by individuals. By 1997 this 
proportion declined to 64.2 per cent. ’The 


share of corporate sector and other insti¬ 
tutions has increa.sed from nearly 8 per 
cent to 27 per cent, 'fhese categories have 
13 percent share of even savings deposit. 
Moreover, as individual in ve.stors becomes 
aware of other avenues of savings, retail 
deposits as low cost funds may decline. 
The increa.<ie in.vhort-tcrmdcpositsclearly 
shows that the depositors arc becoming 
interest rate sensitive. In western countries, 
money market mutual funds have cut into 
bank deposits and the same could akso 
happen to Indian banks In such a situation 
the CO.SI advantage of banks may be 
transitory In such a situation, inler- 
mcdianescould operate only in wholesale/ 
institutional segment 

Moreover, if DFls are to extend mainly 
long-term loans, do they really need access 
to demand deposits or very short-term 
deposits’’ And if DFls could raise deposits- 
ol say more than six months to fund their 
a.ssets does the regulatory policy need to 
treat them in the .straitjacket of banks or 
NBFC? 

Tieating them as banks would mean 
stipulation ol CRR and .SLR as applicable 
to commercial banks as also stipulation 
to provide credit to priority sectors. 
Moreover, while maintaining the level 
playing field, a dynamic view of equality 
(between banks and DFls) is necessary 
if competition in say providing credit 
cards or car loans is not lo result in .sireial 
wastage 

The RBI has recently permitted DFls 
access to .shon/medium-term funds to an 
amount equal to then net woith However 
the deposit rates DFls could offer cannot 
exceed the tales offered by the .SBI 
Moreover. DFls still do not have access 
to deposits below one year matunty except 
by borrowing from inter-bank market 
through term numey bonds lor a period 
ol up to SIX months KWG has propivsed 
exemption from CRR and SLR on 
incremental deposits The RBI (1999) 
discu ssion papci. on the other hand, seems 
lo keep the issue suspended for a period 
ol five years But the issue needs lo be 
considered now in the context of future 
role ol DFls If DFls do not have any 
special role in future, surely they be given 
a iiinc-f ramc by which they should decide 
to become a hank or NBFC 

However, if it is felt that DFls have a 
role in funding fixed capital tormaiion in 
the foreseeable future, then the question 
isone of giving them operational flexibility 
so that they have well-.suited access to 
deposit funds ’Fhc SLR stipulation would 
be lo ensure liquidity of deposits and not 
to expand the market tor government 
secunties As SLR in this case would not 
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be a mechanism to tninsfer funds to govern¬ 
ment. the level of SLR could be lower at 
say 10 per cent Deposits with DFLs arc 
outside the purview nl deposit insurance 
and could therefoic carry higher interest 
rale than banks offer on their insured 
deposits 

Even if the choice could only be between 
being a bank or an NBFC it is not clear 
why the current regulatory framework 
should be extended to DFLs unless it is 
maintained that it is ideal As open market 
operations assume importance and debt 
markets des clop and become deeper. CRR 
and SLR les els could be reduced in future 
DFIs could thcreforo be subjected to 
futuristic levels of SLR and CRR. In fact, 
SLR and CRR could he stipulated at a 
discount level stipulated for banks. The 
quantum of discount could be reduced in 
a phased manner 

It could be luslifiably argued by some 
that il DFIs cannot become banks they 
instead could become NBFCs However 
with then si/e of operations and direct/ 
indirect government ownership, they 
cannot be (ategonsed as NBFCs; a fact 
acknowledged by the discussion paper 
(RBI 1999] Itself However instead of a 
case by ca.se approach suggested by the 
di.scussion paper a regulatory framework 
IS requirsHi which would enable industrial 
DFIs to continue to support industrial 
development 

In conclusion, taking a static view ol 
equality beiwccn banks and DFIs would 
do no good to either banks or the financial 
system It would be ditficult to maintain 
that capital markets h.ive become mature 
enough to meet long term fund rcquite- 
ments Moreovet, in a developing capital 
market, Dl is would be called upon to play 
a role siniilai to venture funding. In 
addition, they would help development of 
denvatives maiket which would enable 
corporates cope with the enhanced task of 
iisk management 

Developing and diversified financial 
entities would provide some challenges to 
financial supervisots and regulatois The 
discussion paper does i ccogmse this factor 
(RBI 1999 13-14] Tlie need to maintain 
the distinctKin between ‘core* and non- 
core banking activities is important. 
However, as regards future role ol DFIs, 
to adopt ‘either he a bank or an NBFC' 
approach i.s hardly the remedy. 

DFIs arc already under the supervisory 
ambit of Board of Financial Supervision 
and are following pnidential guidelines on 
income recognition provisioning and 
capital aderjuacy. The main issue is thus 
levels of SI .R and CRR stipulation. If the 
CRR and SLR for commercial banks arc 


iitely to come down, it is desirable that 
regulatory authorities adopt a forward 
looking approach in prescriMng CRR/SLR 
for DFIs ft similar SLR and CRR stipula¬ 
tions arc made. DFIs would try to replicate 
commercial banks, viz, credit cards, 
consume! finance, etc If this happens, it 
would he unfortunate as it would he 
possible for DFIs to operate in their niche 
by providing a lange of services to 
corporate clients if they get better access 
to funds 

Notes 

|1hc views expressed are personal and nol 
netess.inly ot the organisation with which tht 
author i; jssociatrd The author wishes lo lhank 
K Kanicswar Kao. K Baner)cc and .S Mahapaira 
foi Iheir iisclul comments The aulhoi alone is 
responsible tor enors if any ] 

1 What distinguished the operations ol I IFIs Inmi 
that of eominercial banks was, on the assets 
side at least till tecenlly, the nature of loans 
extcmlcd Itisneeessarytoiemembct ihalcvcn 
coiiiiiien ml hanks have played dcvelopmi'nial 
role pattitulariy since 19A9 

2 Fmam lal assetsofschedulcdcommerciol banks 
ruse by IV 7 per cent and 22 7 per cent dunng 
I'lVt ‘Mand ivv4-9S Thegiowlhsioweddown 
in the next two years lo 11 6 per 'xml and ^ I 
per cent Assets ol ali-lndia term lending insii 
muons via. lUBI, ICia, IPCI. IIBI, EXIM 
bank and NABARD and NHB huwevet 
accelerated from lOpercentin l991-94io 11 I 
pel cenim 1994-95 and further to 1.5 7pei cent 
and 24 per cciii m subsequent years During 
1097-98, growUi in the financial asseisot banks 
ocuilcraled to 15 9 per cent while that ot all- 
India term lendmg msiilutions deecleraied to 
20 t per tent 

1 The author uses the adjective 'naughty' to this 
particular point and so it is nol clear whether 
this view IS serious 

4 Cable (1985) seeks to study Ihc impact of bank 
rcpieseniaiion on prrfonimnce of firms 

5 .See Benston (1994) for a discussion from the 
US peispeciive II notices that the evidence is 
not sufficient (o settle issues like relative 
fllu-ienty of universal banks impact on 
consumci thotce impact on concentration of 
power, etc 

t Much IS wniten about the long-term nature of 
loans extended by DF]^ m contrast lo cash 
credit lirmis provided by banks which arr 
lepay-ible on demand In practice cash credit 
limits are generally not canoillcd bui are often. 
renewed and even raised Evenaveruge maturity 
of assets of DFIs would decline a* lepuyinents 
from projects commence and over a penud 
would not be very different from that iil banks 
which have also mvesied in hmg-tenn CX)I 
secuiitiiui 

The share of funds raised from financial 
institutions increased from 12 2 pci cent of 
externally raised funds in 1994-95 to 20 per 
cent in IW-98 faras«n|ileof boge companies 
(IDBI 1999]. 

The share cif bank depocin havuig maturity 


period of five yeais and above was 45.2 per 
centm 1984 which came down to 23 percent 
m 1990 and further to *11 7 po cent in 1996 
On the other hand, the shore of most liquid 
deposits, I e, with matuniy up to 90 days has 
increased from 4 2 per cent in 1990 to 12 I 
per cent in 1996 
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EXPORT-IMPORT BANK OF INDIA 

PERFORMANCE HIGHLIGHTS 


BALANCE SHEET AS AT MARCH 31,1999* 


LIABILITIES 


1 Capital 

2 Ftpseives 

3 Profit * Losi Account 

4 Notes, Bonds S Debentures 

5 Bills Payable 

6 Deposits 

7 Borrowings 

H Current I. labilibes S Provisions 

9 Other Liabilities 

10 Reserve lor possible loan losses 
Total 


Rs 

4.999.918.981 
B.J52.t42,<«3 
330.000.000 
12,850 945.800 

103,937 000 
21,284,<781.061 
5.276.223.069 
3 467.260,397 

56 ^W>0iT »T 


NOTE Other Liabilities inclu, 7 Rs 2,362 819 040 (Previous ypai 
Hs 1 913 884 262) being Reservp lot Ficlwnge FliKlualnins >i respei I ol 
ItveiQn < uriency assets 

Conlinqenl I labililies 10 740 t n 8,)t 


ASSETS 


1 Cash & Bank Balances 

2 liivuslments 

3 Loans & Advances 

4 Bills Purchased. Discounted 
Rediscounted 

5 Fixed Assets 
fi Other Assets 

7 Profit & Loss Account 


Hs 

') 626.917 HU 
6 3419.11 401. 
42 641 2tV 94.’ 


25' ‘136 411'' 
1,896 400 633 


Total . SMSMWJSt 

NOTE Foreigi.Currencybalan<epquivalenlli)Hs 29 019 464'MSlPiovoiisveai 
Rs 26,043.tfi9.RB3|hel(lonagencyauxHintinrluitngdsuin.iIRs 24,148 174 'll.’ 
assigried to GDI and the corresponding amounts payable siibiei I lu li.lliliik>ni la 
certain condiliuns, aie not included <i the above Btuaiu e 3htv.| 


PROF IT & LOSS ACCOUN T FOR THE YEAR ENDED MARCH 31,1999 

EXPENDITURE INCOME 

Hs 


1 

J 

lnU»r»'st 

C.rotJtt UisuMfue 

(inr lulling GuaiantFe F-(n') 

J9(n i*>f»44.\'^ 

(Less provision made during (he year (nr b.t'l and d»nbl(ii( debt' 
and ottier usual and necessary pruvisKms i 

3 

0t4ff Allowiirii ns ntr 

cIihI ItMimritii itennlits 

42 Wt H71 



Rs 

4 

Oirnt tnfs' aiiU C 


1 

Interest and DiscouiK 

, 16'I2I2 ‘ 11 

r, 

h 

Atulit ( 

Rf*nt hlHrlrii «ty 

17'i(liK» 

d? 

Exchange. Commi-isioo 



H»ul liisurimo PrnfTiM 

J7.70*)3la.» 


Brokerage and Fees 

1,7 4761)18 

/ 

PnsMgi* ?f>k*grdm'. 4 ik 1 Inlex 

14 J17 




H 

UHjril LxiM'Msns 

*>{« ■>4'i 

3 

Ottier Income 

•,/'1 'I'x 

<1 

Olhdf Eap»* iv's 

t(.»0 013211 




Id 

(X^irrcuitii m 

Ml, 1 

4 

Loss > arrieil to lialarice bheel 


It 

friirviti tii tU*si*ivf* toi 

fHissitiin I'sin 






Profit CiirrH'if sUrwn 

. .J'l-»a4S OM 





Total 

5 ^2j^,381 


Total 

5,542,400.381 


“riiviMnn tor incotn»* 
lidliiiin-* ol dfv)M irjnstfMrtKl to 

’S') o»-'0 (V)n 


Piiilil bi ought down 

2 t‘KIH')6 0t4 


GiiUuv f 

■ 1 BMS OM 





Total 

' 2.399;89S.034 


Total 

2.3m.895.0M 


■ .4 whidi Hs I 28t- 
livable In C<’ritial T 
K 33llilii.inuii.i-.tx. 


I 1-, t[af<slriri..l tci Resolves, Rs t3i>ixs.'iir • Ahrsjged J/ii< re/ares |.i I'e lir/’e.a 
flit .1', .lisideiKl nil . apilal and a i i.Msinn 
iowjiil‘ lav tvi .listiiliuted pnjtil L.v wav .4 divHb. 


HI(;HLI(;I 1 TS : 199«-99 


FINANCIAL RESULTS • Not Priitit at Rs 219 'Vt rrores i asi-3 by 
t9“o nvpi previous yi ri • Npl worth inirr.asPd to Rs 1336 ms liiini 
Rs 11*06 11 es 

BUSINESS PERFORMANCE • Export Bids suppurb.d tiy Ha I. 
increaserJ by 12"., In Hs tiain't i' jrps • Es(xirt t ontracl ■ sii|i|..irleil t.y 
Bank iiirieased by ,*6’.. ti. Rs JH)7 iiorns • Cnntrarts lunrlul bv 
multiLitoial instilulK.iis .iursisp.3 ijv t4"c. In Rs 10’>4 rr ires • L .in 
sanitioiis Rs 18.3H i lOf*". • Dishuisf'niHiits Rs 1271 . sires • i ...in 
outstanding insrP,iSPd tiy it 18 s to Rs42li<l crnrps • Gi.,iM'.ts.e' 
sanciionpd Rs 263 stores • Fx(>ort i ontraots financed liy E»iim D.ink 
worp for transmission lines and sub slatisns tpipr om nelwmk. (.i-nieiil 
plant, air t nndilinning systems dam and tunnels .net 
t onsuHanc y senncps • '3ank lidlxsl 8 li dian coniiwi lies to set up vpnt, res 
(ivprseas in USA UK. Ouliai Uebokislan and S'l I >inka .ii 
pbarmaceutK als strspl lertilicnis cement r heiiix als and . .imiiiili" 
software sectors 

NEW FINANCING PROGRAMMES • Dank to finance expoit i jiiIm. 's 
without any value reslnctinn • I inesof credit in rii|H« for hnancing e>|Viit', 
• Enhanced funding supcxjn tor Indian Consult.ancy assiqnmenis ovcp' .is 
’ Particgiafton in the r>quitv ol Indian ventuies a' i.iad • Ban! intrr.diii tvl 
new pre^ramme tor Long Term Working Capital 'oaiis to export i<'H.ti|i.d 
units • New Programme to provide loans on soft terms k» dts/eiDprient 


pl snltwaie pioitiicts 

EXPORT PROMOTION MEASURES • Bank pi. s,i.ti.d 1.111.11.10 '.ii|>|>s-il 
I.11 preparation III 19successtiithi.1s of iiuJiaiK ..ii.p.iiii|.s lor Multilateral 
f iindiv1Prr|0(tsinBanqliilesh ‘'nLanka indoiM.'.T Pti.lip(«ni.s M.ilawi 
Tanzania L.u PDR and iiuki', •F.i.a.i. m suritnuMo I(. cuii,p.inii.s to 
acguirp Hill inalinnal iiiixIim I ai.'l iirix ..ss quai.tv . eiiifi. alioii • 1 Inder 
iirranrjerm III with If ( Wasliii.qton DC^ B.ii'k ,H.ns>'iisl 21 lii.li,.n 
coiisulliirit.. Uii oveiseas .is,H)nmuiits in (ih.ini ViPliiani Nigeri.i 
Namibia Muzamlngue, Mauiilius 1 an PDR Nethi>il,i>ul.. m li-athpi 
pharmar eiilii als, textiles touud'y lubber tit p.i< k.sriini] ..eilood 
processing tea pl intations Irain.ng in invr.stmpiii promotKin huiicsn 
rpsourcos .hvphjpnx.rn • B<ink entpiisj inli. i o-opeialion aiiri.|.iix.nl. 
and memoranda ol uryjerstaiidiiH) with Uisiness pi‘)nK>ti.xi acieii. les in 
Vietnam lt.3ly China UAE lizU.kistan IhroucibaeMOUwithEnsb niA 
southern Atiicari Tr ide Diwe' ipine'il Bank iPIA U.iiiii) f <1111 Rank 
expanded if. loach l-i 16 Afriraii memtier ..mniiie. ul ih.s i..i|i. n.il 
dai«lopmeiilliank •O.iiik ■.i<jiiodanMOl'wilhNASjr,OMI.iibniii .tr.) 

sollwaio exports • Ba'ik , Exnniu' Centre a! Oangai.... li.‘l 

17 progrumnii's on iiiternali. vial li.iop and leCiteil lop'i. . 

BANK'S MISSION • To help '.xtcrnally . rieiiti'il ... ai'.i.‘ 

Uiiough hn.snt e iritnrmati'ii' in<l .nivisorv servi. c. to mb'i.,il»."ali . 
then IxiSiness 
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AGRICULTURAL MODERNISATION AND SOCIAL INEQUALITY: 
STUDY OF SATARA 

IRRIGATION PRIVATISATION: OPTIONS, ISSUES AND EXPERIENCE 

« ONGOING CHANGES IN POLICY ENVIRONMENT AND FARM SECTOR 

^ NUCLEAR WEAPONS: DEMYSTIFYING RESTRAINT REGIME 

FOOD POLICY AND NUTRITION SECURITY: LIPIDS DEFICIENCY 
IN INDIA 

^ TRANSITION FROM SCHOOL TO COLLEGE: PROBLEMS AND 
PROSPECTS 

*! GROUNDWATER INSTITUTIONS IN US AND INDIA: SUSTAINABLE 
AND EQUITABLE RESOURCE USE 

« INDONESIA: BIRTH OF A DEMOCRACY 

^ ANDHRA PRADESH: THE MAN AND THE TIMES 

■ CONVERSIONS AND POLITICS 

COKE vs PEPSI: LOCAL AND GLOBAL STRATEGIES 


SONAR BANGLA? 

Agricultural Growth and Agrarian Change 
in West Bengal and Bangladesh 
edited by BEH ROGALY, 

BARBARA HARRiSS-WHITE and SUGATA BOSE 

This volume - which draws chiefly upon micro 
studies ot villages in West Bengal and Bangladesh - 
explores the complex causality between agricultural 
giowth. goveinment policy and local level practice, 
and agfarian social change The book leavens official 
dat.r with extendei | research in rural Bengal as well 
as detailed archival rosearcti 
1999 / 428 pages / Rs 525 (clotht 

OPERATIONALISING SUSTAINABLE 
DEVELOPMENT 

Economic-Ecological Modelling 
for Developing Countries 

KANCHAN CHOPRA and GOPAL K KADEKODI 

I his hook Iranslateb the more common conceptual 
interpretation of sustainable development--as non- 
decreasing per capita consumption over the medium 
tern I- -in operational terms i o , the development of 
forest, water, agricultural and livestock sectors 
Taking :is i cobo one ot India’s most backward 
oistricts, Itip authors bring together ecologic.nl and 
economic rJata from a large variety of sources within 
the framework of a well articulated mcidol to give 
form to the concept of sustainable development 

Indo-Dutch Studies on Development Alternatives, 
Volume 22 /1999 / 304 pages / Rs 395 (cloth) 

UNEQUAL PARTNERS 

Power Relations, Devolution 
and Development in Uttar Pradesh 
G K LIETEN and RAVI S SRIVASTAVA 

This book takes the contemporary discussion on 
devolution of power to the local level (the 
panchayats) as the point of entry for a discussion of 
various aspects of village life in Uttar Pradesl- 
A vast array of field data collected in an 
interdisciplinary manner by the authors help explain 
the forces at work behind the political turbulence 
characteristic of the state in recent years 

Indo-Dutch Studies on Development Alternatives, 
Volume 23 /1999 / 296 pages / Rs 395 (cloth) 


Special In&an Price! 

POLITICS AND DEVELOPMENT 

A Critical Introduction 
OLLE TORNGUIST 

If It's a lucid, ancise intellectual history of 
development heory you're looking for - one with 
originality ana political hite, you’ll find it in Tornquist's 
fine book 

James C Scott, Yale University 
This book mfoduces the student to the politics of 
developmendn the postcolonial world by 
familiarising them with the main debates on the 
subject I can think of no better way of doing it 

Mahmood Mamdani, University of Capo Town 

1999 / 2J8 pages / Rs 295 (paper) 

Originally priced at £ 42.50 (cloth) and £13 99 (paper) 

A NEW MORAL ECONOMY 
FOR INDIA’S FORESTS? 

Discourses of Community and Participation 
edited PyROGER JEFFERY 
andNANDINISUNDAR 

Joint Forest Management (JFM) has come to be 
regarded as being virtually essential for the 
consi-vvation and regeneration of foiest resouices in 
India However, the existing literature on the subiect 
has hben largely celebratory and perhaps 
inadequately critical. This volume serves as an 
important and necessary corrective by drawing 
attention to the various conceptual and empirical 
problems associated witl i the approaches to JFM 
currently prevalent in the country 
1999/312 pages / Rs 425 (cloth) / Rs 265 (paper) 

RURAL CREDIT AND 
SELF-HELP GROUPS 

Mioro-Finance Needs 
and Concepts in India 

KGKARMAKAR 

This conrprehc nsive and thought provoking book 
reviews the existing rural credit system in India, 
analyses its strengths and weaknesses, and 
prescribes vaiious strategies and innovations which 
will enable the existing credit delivery system to 
emerge stronger and more viable. 

1999 / 380 pages / Rs 465 (cloth) 
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Managing Irrigati^t^^gt«^< " 

Irrigaiion privjiisution will inv4jik4' mu ikjji)' actors with unequal financial, 
technical and inanagcnul capabilities While a may reduce the direct 
Involvement ol the government in financing and day-to-day management, 
h will enhance its lacthtativc and regulatory iie,spon.sibiiacs. thus 
actually expanding its role in the area A-86 

The formation ol natural rcsuua'e districts, specifying user tights, permits 
br cxtraclinn. quotas and a moratorium on new wells, among other 
ncans, have been adopted in Nebraska in the DS to develop susuiinahle 
•Od effective gmundwatci* utilisation and mangement The lack of such 
nfiiiagcment n India lias led to misullocalion and deterioration of 
vatcr quality A-93 

Qobal Tbsslcs and Indian Market 

VMlatcvei route Imliun firms take to deal with competition from MNCs. 
thif need to keep track of their global strategies ’ITie tussle betwein 
Ct^i-Cola and IVpsiCo in (he Indian market and the piohicms they 
facxi arc cxtieiiiily in.structivc 1701 

Crude and Convenient 

Maiy aspects oi globalisation lemain uiu omlortahlc toi a political 
tiadi'ion rcaied on crudely nationalist, indigcnisi values What could 
be n.ire convenient for the Sangh panvui, than giving to residual 
anti-inperialisi sentiments a purely religious eum-culturalisi twist, 
target ng Chiisiians. not niultinaliunals’ 1691 


Changing T'imes 

riicie r a pjl(>.ihli tension hinween 
the pres-nt TllnL•^ .is detiiicsJ by the 
World Hunk and (he expectations of 
social ani cionoiiiie dcmoir.icy Tlie 
tikes ot tie (lallv (Ti.indrabihu .irc m 
seauh olways <•( oveuoming this 
tension to then <id\.iniagc 1654 

Inequity and 
Agrodevelopment 

The proeesars nioilemisation 
imrodiiicd dlci imlcivndciue li.ue 
no doubt b.'iughi piospciity to all 
categoiics (>' fainie-s hut have not 
i hanged thchieianhual economic 
lelation.s wiihin agii> iiltuic 
Cast study ut Satera in 
Maharaslutu _ A-5fl 

Debating Reforms 

fherc must le a luiional debate on 
the new ccoioniK relorms and India’s 
membership ut the \N’i)ild 1 radc 
Organisation inJ its legimc Pcihaps 
the niid-tcim polls lan he a 
icietendum on these iss ues 1661 

Vocationalising Education 

The education sy.sieni is geared to 
pi ovide entry into the modernised 
sc-cTor which conttnues lo be sluggish 
We need a dixetsiited and eniiehcd 
secondary cdur.ition system with n 
shitt toward.<s appropii.itc 
vocationalisaiion 1675 


Price Matters 

Wh.il has been the role ot ihc agro- 
cliinatii regional planning atiproaeh 
intioduccd hy the Planning 
Commission in I9K8 in the context 
ot the ongoing debate on ihc relative 
telex aiuc ol price and non-price 
(actors in dctcimining .igiicultuial 
giowth'' 4-105 

Re.storing Restraint 

Although (he RJP-lcJ government had 
I compromised on the eu.iI ol nuilcai 
disuim.imeiU, there is no icsison why 
the Indian public should .icccpt thc« 
lei ms ol the eng.igcmeiit laid down 
bs the IKS I6(i4 

Fat Deficiency 

There ap|)cars lo hi- a iiioie severe 
dciiiieniy ol lats than ol eacholiyilratos 
and ptoteiiis espciiully in lutal India 
An assessment of lood (loliiies 1709 

Revaluating Urdu 

The status ot I'rdu needs lo be 
ev.ilii.ited in a mood ot geiieious 
recognition ol its ctx ilisntion.il 
Lunteni __ 1^9 

Indonesian Reality 

While Ihc relent clci-lions were 
' indecil tree and tair. the lontevt w.is 
not |usi with a l.uk ol opportuniiv 
to make use of the |KdUiial 
liberties 1666 



LETTERS TO EDITOR 


Secularism and 
Communalism 

ROBIN ARCHER in ‘AmencanComniunal- 
i.smandInclian.Scculansni’(Apn! 10-16) draws 
analogies tu-tween (he Republican and 
Democrat parties in the US and the BJP 
and Congress in India but these are based 
on a tancitul version ol US political his¬ 
tory which has hardly any ovetlap with 
reality It would take a whole article to list 
all Archer's mistaken points, but the tol- 
lowing am a few ot the mam ones 

Archer alkmates 'communalism' to the 
Republicans and 'secularism' to the Demo 
crats over the whole period tnmi the 
founding ol the Republican Party on the 
eveol the American civil warto tltc pieseiit. 
hut the Republicans and Demociats liave 
pretty well completely exchanged their 
posiiums 111 that pciiiid 

Whi*n the Republican Party was lounded 
(only the northern st.iles) its basic prin¬ 
ciple was not religious supremacy as Archer 
imagines, hut opposition to the extension 
of slavery to the new temtories m the west 
The DemrK'rats weic* the party ol slavery, 
they remained (he parts i it white supi emacy 
and segregation m the south lor more than 
a century 

In comparing anti-Catholicism m mul- 
iVlh lentuiy America and anti-Muslim 
ideology in present day India, Aicher is 
probably making the common Biitish 
mistake oUv'emg anti-Catholic nioveincnls 
in all times and places as being the same 
as Orangeism m northern Ireland today 
The American situation was quite diller- 
ent First, in a nation dominated by white 
immigiunts, there was no guarantee' that 
Roman Catholics would remain a minoi- 
ity; and the leader ol the Catholics, Aich- 
bishop Hughes ot New York, boasted that 
they would dcstmy piotcstantism and the 
republic and (urn the I'S into a iheocracv 
This was in line with Pope Pius IX's 
eonJemiialion ol democracy, public edu¬ 
cation, and )u.si about every other piogies- 
sive cause 

Secondly, the nativist movement had a 
progressive aspect quite absent tiom either 
Orangei.sm or the BJP When the Ameri¬ 
can Parly t Know Noihing.s') lormed the 
govemmeiu of Massachusselts in 18S4, 
they outlawed racial discnmmation m 
public schiHils and p.issed many olhei 
retomis On the other nand, the Roman 
Catholic church .support-'d slascry. and 
liisli-Ainencans lormed (he mosi racist 
seeiion ot iho northern population How- 
evei, Archer is quite wrong when he 
describes the Republican Party as anti 


Catholic at its loundation; the Rcpubli|| 
cans managed to absorb most ol thq 
membership of the northern wing ol thij 
Amenean Party without accepting any ol 
Its anti-Catholic principles | 

Fat fnmi the Republicans being th| 
luiulamcntalist Protestant Party, the tunj 
damentalist ‘Bible Beit' has a targe oveii 
lap with the ‘Solid South' where all whiii| 
were I'tcmocrats Probably the most iiv 
portant reasons that a socialcst moveincit 
did not develop in the US were that t|ju 
workers' movement was for long mairly 
concenicd to protect white workers' ptr 
ceivcd piivileges eoinparcd to blacks, did 
the while ethnic politics dcvciopeil by tfie 
Di'mocmtic Party in the noith, whiili was 
mainly concerned with gelling control ol 
all public scctoi jobs and conlrai Is tor (he 
lot ally dominant group, he it frisli- Ital 
lan-, or whatcver-Amcricans Ilien are 
some interesting analogies hetweed the 
I'S and Indian politics, hut these nqed to 
be di awn I mm the real US. and not (lie one 
in Rohm Archer’s alternative universe 
John (’■ Wiison 

London 

Decentralised Financing 

AS an 'Kcasional leaucr ol KPW and an 
admirer iheieot loo, 1 cannot hit i \ptess 
some reservations on Siigala Maijit 's papi*i 
CDeeemruliscd Fmanting. tiovemanee 
arul Puhlic-PrivatcCo-operalioft May 15) 

I am synoptically staling my points ot 
leseisations 

(1 1 While pioposuig the maxinia ot 
utility lunetion with a suggestive econo- 
meinc model, he hiin,selt talks ol 'p' as 
pmbability II so. why shoukl he state at 


the end that ‘no deterministic' answer 
would be derived'^ Had it been determin- 
i.stic, would Marjit have been happier'^ 
Any probabilistic model is to be stochastic 
which ts totally opposed tn deterministic*. 
Is It not a conceptual tolly for Marjii who 
uses a probabilistic lormula, as if without 
knowing the basic phi losophy ot the ihcoiy 
of probability’’ (2) Setting out a number 
of equations, essentially as drab as alge¬ 
braic. IS ot no use. unlc.ss they are empiri' 
cally tested Maijil hies not done this. How 
valid then aie his econometric postulates'’ 
(.1) The author cnticused Dro/e, Sen. el al 
loi then inability to assess the extent ol 
tailurc ol political bureaucratic m'xus' 
Even il wc take this ciiticism, wc cannot 
do away with an openminded aiiiiude He 
icsortsloa scll-truinpelingiigmaiolc when 
he leters to tout papers namely, S Muipt 
and H Shi (I9<)X), S Marjit. M Ka)cev and 
D Mukhcijec (IW), etc. Is Mar)il tom- 
pelent enough to judge liiinself’ ran-even 
the most talented eeononit.st or any scien¬ 
tist nuke an esaluaiion ol himself’ Is it 
not a ludicrous siiilemenl ’ Some o! the 
conclusions in one ol the loin cited papers' 
aie plaguiised versions ot whiit oi.e used 
U) come iicioss in Ihirwotd Humiu-.w 
K i view on the lole ol hiiiileci coirupuon 
as a loice oi mobility In a US university 
- let me lelrain liom naimiie it - where 
a group ot eionoimsts is known lot us 
cynicism towaids hPW, it is oilen he..rd 
that F.PW accommodates icturned papers 
I romFi a oi the like I am lolally 

opposed lo this subject I ve and tendentious 
suteinenl But Mar)il’s papei reminds me 
of that torgeitahlc expelleiiec 
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Questionable Shift 


I F the idea of a thud iront is increasingly bcpg perceived as 
impossible and irrelevant in the coming cle-tion campaign, 
the existence of the Left Fi ont also appears to lo threatened by 
growing dissidence that might adversely aflict its electoral 
performance Cracks have appealed, with tu) of its ina|oi 
constituents - the Revolutionarv Socialist PartyfRSP) and the 
Foi ward Bloc - openly opposing the poll stratc-y adopted by 
the Front's leading p.irtner, the CI’I(M) 

The crucial policy announcement made after th; iccent two- 
ilay politbiiro meeting ol the CPI(M) in Delhi vas a major 
j' parturc horn the stand adopted by its la.st pary congress 
wnich held both the B IP and the Congress as its miLncncimes 
'fhe k'PltMt politbuio meeting announced that at he prc.scni 
luncturc the policy of cc|iiidistaiicc was ‘delrimci.tar to the 
light against the BJP Ihc implication is that while miintainmg 
Us opposition to the BJP. the C’PItM) may keep Us diws open 
lor sonic taut understanding with the .Sonia Gindhi-led 
Congress in some constituencies during the elections and for 
hacking it it it emerges as the single largest party iftcr the 
elections It would seem that the CPIlM) now acccits that 
thcie may not be a possibility ol olicnng a third Iron to the 
doctorate us an alternative to both the Congress and tie BJP 
In the perception o( the party leadership themfoic, the hist bet 
IS the Congress - considered as a lesser evil - which coiild be 
supported lo delcal the BJP. 

VThat the CPKMt was tilting towards the Congres' was 
already evident dm ing the debates on the eve of the fall of the 
Vajpayee-lcd govcinnicnt, when its general secretary 
Harkishcn Singh Suriect and Us veteran leader Jyoti Basu 
openly advocated support lo the Congress F.ven at that t me, 
the RSP and the Forward Bloc cxpies.scd then di.sapproval of 
the CPI(M) stance F’ollowing the latest CPI(M) politfuro 
announcement, the RSP (w hich had live mcnihers in the last 
Uik Sabha) has publicly cntivised Ihc CPI<M) accusing i! of 
betraying the goal of toiiuinga third Iront, and jiaving the tvay 
lor a two-party system favouring iIk Congiess against the 
BJP. Demystifying the CPl(M)’s justification for Us ‘upport 
lo the Congress on the plea that it is secular, the RSP leaders 
maintain that the Congre.s.s takes a pro-communal stunoc 
whenever it suits its political ends, and recall in this context 
the role of the Congress government at the ccntic during the 
, demolition of the Babri masjid As foi the other constituents 
•n'the Left Front, the CPI (with 12 MPs in the last Lok Sabha) 
appears till now to go along with the CPIfM) in tlie pro 


Congress strategy. The Forward Bloc (with two MPs) has 
already opposed any talks of support to the Congress In a 
significant political gc.stuie, it has welcomed the fonnation of 
the .Sharad Pawar-lcd Nationalist Congress Party (NCP) - 
almut which the CPI(M) still icmains ambivalent 
It IS not only the other partners of the Left Front who have 
been shaken by the CPU M)' s central leadership’s pro- Congress 
tilt, but Us own state units and ranks also who aic increasingly 
bcwildcicd by the announcements ol its central leaders In 
Kerala and West Bengal for instance, the CPUM) provincial 
leaders and ranks are known to be divided over the party's 
national electoral .strategy Having bitterly fought the Congress 
all these yeais. and trained lo considei it an enemy till only a 
Near ago. they find it difficult uxiay to suddenly soft-pedal 
their opposition to the Congress in a hid to dislodge the BJP. 
which has indeed imadc inioads into these two CPI(M)-rulcd 
states during the last lew years. But the CPI(M) Icadeis and 
ranks in West Bengal and Kerala have to blame themselves for 
the success of the B J P 'flicy had not only remained complacent 
iilKHit the danger ol Hindu communalism (in spite of the 
outbreak of communal nuts in Calcutta billowing the Babri 
iii.is|id demolition in 1992), but had indirectly paved the way 
for gaining a popular foothold by their own acts of political 
p,irtis<msliip. high-handedness, corruption and criminality 
These misdeeds of a oncc-popular political paitv had 
antagonised laige scciions of supportcis in these states, who 
aio Uxiay flocking lo the BJP, mistakenly ucce|)ting it as a 
better alternative and oblivious of the ominous iepereu.ssions 
ol such a decision which they will regret later 
'I’hc CPI(M) leadership, in udesperatc hid to make up Inr all 
these lapses duiing the past decades, is today resorting to yet 
another oppoituiiistie strategy In Us twin objectives to cnsuic 
Its continuation in power in the states it rules, and to emerge 
<is a manipulative lorce with a sufficient number ofMPs in the 
next Lok Sabha, the CPl(M) has chalked out a programme of 
electoral tactics in different stales, that is totally devoid of 
cither ideology or moialuy. In Andhra Pradesh it is to tic up 
wiih a hreak-away group ol the ruling TDP headed by 
Chandrabahu Naidu's rival Harikiishna . who has no 
credentials, whatsoever, cither as a .secular or a scxrialist 
poliiician In Puniah, It IS working towardsanallianccwiththe 
Tohra faction of the Akah Dal - a group which is us communal 
as Us nval, the Badul group, which rules Punjab Tlic CPl(M) 
politburu has further announced Us plans to negotiate with the 
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AlADMK ted by Jfayalalitha in Tamil 
Nadu, and to have an electoral alliance 
with (he RJD led by L<iloo Yadav in Bihar 
- two most noioruius |>oliticiaiis who arc 
facing criminal charges in the courts In 
the past communists in India were 
respected, even by their ierocious ciitics, 
for then priniipicd political position and 
moral integiity On both these counts, the 
rPI(M) has let down the tiadiiion ot the 
Indian communist movement 

0-7 MIihTlNO 

Relief ftn- Whom? 

AT the ju.si concluded Oolopne niceiiiii' 
of G-7. the gniup o( seven industiial 
colintne.s. it has been agreed to extend 
debt rebel of $ 70 billion to 41 heavih 
indebted pool countties(HIP('s) The plan 
will cover 1i 50 billion in government 
guaranteed loans extended at commeuial 
lates and 1i 20 billion in oMicial develop 
meiit asscsiance. lent on suit lei ms .S«ime 
forty-one Hll’C’s logethei owe an esti¬ 
mated amount ot % 22<l billion m foreign 
debt The debt leliel now agreed ii[ion b\ 
G-7 would thus woik out to an aseiagt 
relief of the extent of 32 per cent 
Tlieie IS no doubt that the present paek- 
ageoffers a suKstaniially larger leliel than 
eaihersimilarinitiatives lA‘tusnot torgci 
however that even eat her initiatives m this 
regard, minJest though they weie, .ind l.iun ■ 
ched with grcal optimism, tailed becaiiM 
of harsh eonditioiiahiies attached to the 
promised debt writc-olf For insl.ince, the 
debt initiative launc hc< I by G'7 in Septem¬ 
ber 1996 was targeted to lelieve 20 coun- 
tnes of their debts to some extent Rut it 
could be availed ot only by Bolivia and 
Uganda It is not cleui what Loiuhtional- 
ities will be ait.iched to the debt ichef 
offered under the new p.iekuge It is re¬ 
potted however that 11-7 countries have 
agreed this tune to extend ”hio.ider, faster 
and deeper relief’ thouch, at the same ti me 
thecountiies benefitingiindei th** pac kage 
will have to agree to abide by an IMF pio- 
giamna'ol hscalrefoim Time alone will 
tell to wli.u extent the ccmditionahtie.sunder 
the new initiative will pennii the tians- 
lalion of the proposec! p.ickuge inic> con 
Crete debt relief In launching the new debt 
relief package. G-7 eounlnes wcie, as one 
media report puts it. onl^ making a v irtue 
out of necessity, given that, in the winds 
of German chancellor Geihanl .Sehroeder 
"most ot the HIPCs had little prospect ol 
ever repaying the loans .So it is not so 


much an act of generosity, it is also that {centre, it was clear that the party had tied 
as well. It IS just plain common sense" {itself in knots in Haryana With the INLD 
Hut why IS It limited only to govern- ! being the arch-nval of ttw Harlan Vika.s 
ment (o-govemment loans’’Obviously, the } Party (HVP). the BJP’s alliance partner in 


uiidcilying ohjeeiivc ot the debt icliel 
package agreed ufKin at Cologne is that 
with govcrnmeni-io-goveiiiment hninsj 
written oil. (he beneficiary eounlnes will 
then be able to pay off debt owed by them; 
to piivate banks and othci tmancial agcir; 
Lies Really speaking, theielore the w holy 
exeicise m so-called debt lehel :s mean' 
ultimately lo hcnctit the private banks an| 
tmancial agencies m G 7 countiies w htdi 
will (hen he able to lecovei then loais. 
that would otherwise have become viru- 
ully unreahsahle It the new paekagc'|is 
more hheial Ilian m the past, ii imisibe 
liecause the piessuie liom these msiitu- 
lioiis was stKing. and. i! the lehel .iciufllv 
given woiks out tc> he laigei now 'tin. 
leasons would be the same In 'lie \ iiMtim 
sl.mces, w hy shc'uld the IMF oi ihe Mfo' Iti 
Bank leel obliged (o« oiitiibuieevcngaitly 
lo Ihe tinaiicing ol the leliei p.itldgi ' 
While jiiiKuincmg ihe ilebi lelie.' p.i^l- 
age, il was icjxinecl (hat the teliel pm 
posed would ih' linaiiceci in paiI bi selling 
l/IOlli ol IMF’s gold liolcimg. williout 
claiilvmg whkii pait oi thi dehip.ickage 
would he thus Imanced il tlu'cieditoi 
nations themselves are agieeJ ifjioii c aii- 
cellmg 50 billion hilaleral gcwei iimeiii- 
lo-govcrnmeni loans eviendcfi at eom- 
mcrcial rales and $ 20 billioii'Ot otlicial 
dev'elonmenl assisiaiic e lent on soli lenns, 
the t|uesiion ot the IMF luvifig to m.ike 
a coniiihutton in liiiarLing the lebel 
p.ickage should not arise Cniild it he that 
the IMI- !<' bi*ing thus ackid to pay the 
penaltv loi encouraging the vommeicial 
b.inki to he jil>cial with ilieii lending loi 
piojects in Hn*C couiiiiie'? Oi is it that 
the occasion lo ^lanl det'l if lie I lo HIPCs 
IS being useit lo leduce lh.‘ gold holding 
ol IMF witn some unsiaied extianeous 
leason > Il is pertinoni m this conic' I Out 
rescue paikages toimulalfd when coun¬ 
tries like Mexico, South Korea, Imlonc'sia 
and Tliait.ind laced dOlkulties. lesoil to 
the I\fF gold holding lot rin.mcing of 
reset wa^ not eonsuleied 

HARYANA 

Balancing Acts 

WHh.N the Bliaiativa Janata Party (UIP) 
obtained the suppoit ol Om Piakash 
('liaulala’s the Indian N.ibonal I.ok Dal 
(INI.Dt lor Its coalition gosemment at *hc 


the Haiyana government, this irrcconcil- 
al'k' contradiction was hound to pu.sh the BJP 
into an unenviable position in the state* 
Alter all the last minute volte-face by 
the iNl.D leudci lo support the confidence 
motion in the Lok Sabha could not have 
come .ibout w'lthoiit some haul buigaining 
taking place behind the scene with the 
BJP. the upshot ot which is now for all 
to see With the BJP cenlial leadership 
having made up its mind aNiui aligning 
with Ihe INLD in the loiiheoimng Lok 
.Sabha polls, the paity’s slate leadet.sfiip 
has soughi an e.isy wav out ol its highly 
impopiilat coalition govenimetit hy mak¬ 
ing an issue ot slate scliiet mmisici Ban.si 
I al’s atiiocialic lunutioning The state 
leadershifi. dismissed B.msi [.al’s sac king 
ol two mmisleis belonging to his paity as 
IIVI’’s 'iiileiiul in.illei’ vvhuh h.ul six 
mouths ago, turned belligeient rei.eiitly 
when the ehiel mmistei took a Minilai 
•Htinn agaiiisi two mon* inimsieis ol I,is 
pally il.ivmg toyed with Ihe impncli 
c.ibl’e idea ol an llVP RIP-lNl 1) alliance 
loi a shoil while, the BJP leiitial leadei- 
shiphaclK'c veiiiuallv giveiiUe.thepressuii 
ol ilu patty's suie leadtiship wIikIi does 
not want .my eleeloial .uiangement with 
the liVp, following the dismal peil.ii- 
manee ot its eoahtion in ihe state .Moie 
ovei. the BIP hopes iIi.m an alliance with 
the INl ,D. wiih its muc h Ianc icd hold ovet 
the pit vote, will nol only liel|> t’le paity 
to impiove Its tally ot taik Sahhu .seals in 
the 'tale hill als.i wm ovei the jais in 
adiacent consiiUuncies ot Delhi 
Meanwhile Bansi Lai, bv opening 
ai'oiiidoi willitheC’ongiess.hasshievvdIy 
pul paid lo the KIP's altcinative plans ol 
taking ailv .mt.igeol the inlenuldissicicnce 
btewmg within the HVP Awaie that his 
government was on a precipice when 11 
dissident MI As of his pai'y met sepa- 
latoly III Mohalt. Bansi lid .swing into 
action, otfeimg sops lo the BfP in power 
shai mg willle coming down lieavily onitic 
dissidents With these moves piciving 
coniiler-piodiitivc, Bansi Lul found a 
timely helpmate iii the C'ongress which, 
clcspile being HVP’sopponeni in the state, 
was dcteimined to toil the BJP’s plans ol 
an niteinative guveinment, which, given 
the pally atilhmeiic in the pressent stale 
a.s.sembly. would not have been pu.sMbte 
without some amount ol horsc-liadiri;;.!^ 
With the Congres.s coming to his rescue. 
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Bansi Lai has succeeded in keeping afloail 
his government, compelling dissidents tol 
stay in the partytoid 
Yet. the Bansi Lai povemment is pre¬ 
cariously perched The Congress, shrewdly 
has only extended outside support. Ever 
since the formation of the Nationalist 
^Congress Party, the Congre.ss’ aim has 
been to pre-empt various regional paities 
from loining the NCT The Congress’ ploy 
has been, depending on thccircumstanccs, 
to effect d merger with the regional party 
But unlike the RfP m Ciujarat. which, 
having failed to evolve into a siMrahle 
regional foice. accepicil the merger pio- 
posal of the f'ongiess the IIVP with its 
MLAs in the state asscmhlv and ruti- 
ning a government will be an altogether 
different pioposition 

STEKl. 

Year of* Reckoning 

A Y hint- wnUs 

'I’ME past ye.ir. I‘)')X was (<ne of unpie- 
ccdcnled tuimoil in the global steel inai- 
* ket Prices dropped o\ Cl topcicentinfew 
months .Steel (.ompanics took a severe 
beating. maiiN Lompaiiies i losed business 
ind others found opeiaung at c lose to their 
(.apacils a ilisi.ini dn’.iiii 
The steel irisis thai stalled reating its 
head lioin the second half of the ye,tr had 
Its otigin III the Asian economic luibu- 
Icnce and its nail UMl on other economies 
bailing the I’S. C’hina and liurope It was 
not only the sudden coiitr.ii. non of de 
itiand that tnouglit thing'- to this pass 
While there was a luigc shimkage in 
demaiiif, glob.il steel pioduction eontin 
lied to rise over the Inst halt of the ye.M 
The writing on the wall was cleai enough, 
hut the stivl industry w.is clnvcn to un¬ 
reasonable optimism by tiie buoyant mai ket 
in the previous ycai In 1997. steel pro¬ 
duction globally, was at its record best 
Pitoi to the ciisis, south east and east 
Asiafcxcluding Japan but including China) 
was a huge net imiHirtei of steef. Massive 
invcsiment-led giouth. the economic 
)ustifica(ion for which may be dehat.ihle, 
increased (he appetite fur sic cl rapidly ip 
these counlnc.s This region alone look 
care of about 50 million tonnes ol suiplus 
steel produced .somewtiere else in the 
world China and Taiwan, countnes rela¬ 
tively unafierlcd by the contagion, con¬ 
tinued more or less uitli the same level 
of .steel consumption in 1998 But, not 
.South Korea, Malaysia, Indonesia, Thai¬ 


land, and Phtlippiiu's Barring South Korea, 
the others were ncl importers of steel The 
fall in dome.stic demand led to a shaqr 
shrinkage in impoits Not only that. .So 
much was Ihe drop in domestic demand 
that these countnes with only small su*el 
producing capac ities had to hunt for miirkci 
foi thou own steel And South Korea, a 
major net expoiter. with POSCO as the 
world’s most eompi'titive steel producer 
perhaps, had to cany its additional burden 
of steel to the Aorld market as domestic 
consumption diopped by over 15 million 
tonnes in the couise ot the ycai South 
Korea’s exports went up by a massive 52 
Tcr cent m 1998 

The impact on the world market was 
tvidenl' the rumpean llnion. a lr.uiitional 
tat exporter ol steel, turned net importer 
1'ie US also sau its imports rcMching 
nxiid levels This led to a lliiriy of trade 
("IPS slapped hy ('tic country against the 
olier Lxeepi foi ihe uige to stirs ive, there 
w.v nothing that ically could |u.stil> lhc.se 
utt>rl> unwarianied actions As a result, 
the wot Id bc'camc more piotectionist II 
Iher was unti-duinping oi counteivailing 
duti'S imposed in one country, nlhcis 
impised quotas m tliHir piicCs (iilcr- 
natioial tiade w.is the* immc'diatc victim 
ol till- cra/.y situation (Ilobal trade in steel 
fell fnm about 2.Y0 million tonnes in I997 
lo ahojt 2IM) million tonnes The cuirent 
monthy tales amiu.ihscd .arc even lowet 
With ih s, the steel piodueers almost every- 
wheie lave leni.mied content with ihcir 
somewlat piolecied home markets This 
has not given them much relicl either 
Intense (umestic competition, in Ihe ab¬ 
sence ofan cxpoii outlet, have dimmed 
then .smies 

In 199), the losses ol steel companies 
wcie limied as tfie disastrous second hall 
results wetc made up by normal Inst halt 
pc ‘1 lorman-e when' leel pneos were higtier 
But, the trsi qn.ntei 1999 results ol all 
llie maior companies have shown omi- 
nou. signs Hope's ol recovery in the thud 
quartci an dim I here is still a lot ot 
capacity lying aioiind making mocking 
the cxpeits who had ptcdictod an iniini- 
nont goldcnagc in steel It is true the entry 
of (he CIS in the global steel market and 
the fall ol Asia .nc the main ladois re- 
sponsihlo hr this uisis But the invest¬ 
ment hungei that overtemk the steel indus¬ 
try almost all ovei the woild in the last 
few years have added significantly lo the 
present woe.*, of the industry Many new 
piojccts on stream today find opeiation 
totally unproUtahle This will be so even 


il Ihe market takc.s an upturn in the comiitg 
years as these companies will continue to 
be burdened with huge capital costs that 
went into selling up these facilities. Many 
overestimated their potential and thought 
that they could produce steel cheaper than 
aiiylKxly Fancy prejccl leporls fur which 
the '/ealous hut gullible eiuicptcneurs had 
to pay thmugh their nc'se have today been 
dumped as unrealistic pio|ects Many had 
ahanuoned (heir projects halt way tliiough 
causing headaches to the bankers and 
shareholders The hanks arc now scouting 
around to lind lakers for many such com¬ 
panies sunk neck deep in debt. 

History lepcats itself for steel hecau.se 
the mdu.stry lads to leain Itom the pa.st 
The nightmares oi 1998 may be foigottcn 
but not the haid laets- lliul there is already 
over a hundred million tonnes ot excess 
capacity m the pnKliiction ol crude .steel 
1'hc' figure IS much larger in the dnwn- 
stn'arr piocessing mdustnes .So long a.v 
the excess capacity is not reduced, a 
compciitive market will continue to hit 
haid on the prices Anothet lact is that the 
sleet mdiislry continues lo temain cither 
in the eontiol ol the government in many 
parts ot the world or is run by large cor¬ 
porates with public money equity ot highly 
dispoi.scd shareholders and loans irom 
blinks, individuals and government agen¬ 
cies Such companies, <is Hunganan econo¬ 
mist Janos Komai points out. do not die 
last .ind easily I 'nlike a ’paanwalla’ who 
may close his business at the first sight 
ol a loss, huge public eumpanies cairy on 
till ycats with neai total disiegurd lo 
ineurnng lo.s.ses Allet all. losses are not 
making anybody a paupc'r At the most 
(hey are causing extia won ics to the bank¬ 
ers as their level ol non-pcilorming assets 
increase I he situation caiinoi be worse 
than III the ('IS couiutics where there is 
no rcalislK accounting and nobody really 
knows whether the companies there are 
making pmlits ot losses The hard fact is 
also that leclmologieal clianges in the 
industry are making some more elticieni 
than the ic.st. It the CIS produceis could 
lake advantage ot faulty accounting, the 
technologically supeiior ones could well 
ihiow the rest out ol the maikct hy ihcir 
ellicienl opeiation .ind quality products 
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Financial Performance of Corporate Sector 
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I’uhlii. I.imiii.d Nun liti>iiii.i il i iiinpaiiici 


1985 86 

■ <151 

1107 

44 4 

1 21 



■5 6 

14 8 


519 

501 

88 

9 0 

8 1 

40 1 



19X6 87 


1174 

4X0 

1 21 



57 

| 5 S 


64 5 

49.5 

8 0 

85 

57 

41 1 

88 

II 1 

1987 88 


MKO 

48 8 

1 21 



.5 2 

15 5 


71 2 

49 5 

74 

78 

15 

54 8 

10 1 

10 8 

198/-XS 

I'RIK 

1178 

18 7 

1 24 

152 1 

129 1 

:i; 

15 6 

11 7 

68 9 

49 4 

7 9 

8 1 

48 

47 6 



19x8-89 


1175 

51 8 

1 21 

15211 

117 1 

2' 1 

15 . 

114 

61 1 

5(17 

88 

9 1 

84 

15 8 

199 

117 

IVh-) 9(1 


121 9 

5 

1 28 

128 6 

146 2 

2 1 

15 ; 

16 1 

514 

50 5 

in 1 

10 4 

117 

14 5 

21 8 

no 

1988 89 

:iii 

1198 

51 (1 

I 20 

29 4 

11s 4 

2 7 

15 5 

11 1 

649 

5| 1 

85 

8 9 

7 1 

19 2 



1989-90 


■26 1 

51 2 

1 1(1 

28 0 

14,5 ’ 

2*0 

154 

15 8 

56 7 

51 0 

9 9 

10 2 

U) 7 

IkO 

22 1 

12 7 

19181-91 


119 6 

51 9 

1 10 

28 1 

142 1 

s254 

16 0 

15 5 

51 6 

5(1 1 

10 7 

II 2 

115 

12 4 

158 

154 

1990 91 

1802 

1166 

51 2 

1 <1 

115 1 

119 1 

25 s 

164 

15 0 

50 8 

49 8 

10 8 

11 6 

119 

10 6 



1991-92 


118 7 

510 

1 II 

1156 

(15 5 

251 

17 1 

1.1 7 

51 5 

50 0 

10 7 

II 9 

12 0 

16 5 

19(1 

19 2 

1992 91 


108 2 

55 7 

1 1< 

1049 

124 7 

26 

18 0 

10 1 

62 7 

50 1 

92 

110 

87 

11 1 

12 1 

179 

1992-91 

1720 

106 7 

594 

1 11 

101 2 

126 7 

24- 

18'< 

10 5 

59 2 

505 

06 

II 2 

9 9 

11 1 



1991-94 


88 8 

54 4 

1 41 

01(1 

1199 

22 

IS / 

28 7 

49 8 

49 0 

9 5 

II 0 

12 0 

21 7 

154 

18 7 

19<i 15 


74 2 

58 5 

1 49 

78 0 

121 1 

22 ' 

186 

29 1 

40 9 

50 0 

99 

no 

140 

7()2 

20 5 

185 

199 -M 

1710 

77 2 

'2 1 

1 4 

94 2 

1195 

21 ( 

IX 1 

28 7 

494 

4X6 

98 

12 I 

124 

24 0 



1994 95 


66 5 

57 4 

■ 5 

78 2 

120 9 

22 1 

18 1 

29 5 

40 1 

49 5 

10 2 

n 1 

144 

19 8 

21 1 

19 2 

1995.% 


58 5 

648 

1 4 

91 1 

i;4 5 

21 4 

184 

29 9 

19 1 

50 2 

III) 

140 

119 

’1 8 

212 

1X9 

1994-95 

1910 

611 

59 5 

1 5 

75 6 

121 8 

21 9 

1X2 

29 5 

18 7 

497 

10 1 

114 

14 4 

184 



1995-96 


600 

65 2 

1 4 

92 9 

122 7 

21 1 

179 

29 9 

160 

504 

109 

142 

144 

19 7 

217 

21 8 

19% 97 


62 4 

69 2 

1 1 

106 2 

111.5 

2 .) 1 

187 

26 9 

47 1 

50 7 

9 1 

126 

9 5 

27 8 

104 

18 1 
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SIEMENS 

Seeking Alliances 

ENGINEl'.RING tnajot Sirnicns fared 
ptKirly during the year IW-'W While net 
sales declined by 14 7 per cent (as the 
pn*vi()us peridd l‘W6 97 is an IS-month 
permd, figures l«i the two years are not 
stnctly comparable However, all percent¬ 
ages mentioned have bi'en iumuahsed to 
tacilitate comparison ) ovci the pa*vious 
yeai, operating profit ileclined by 3 9 pei 
cent Nevcithcless as compared to a loss 
ol 15^ bciore in the previous peiiod. loss 
dating the yearunderti'vieu was restrii ted 
to Rs .St) tiore 

Apparently, the company's lower loss 
IS as a re.sull ol a loui-point programme 
pursued by the company, which included 
resiiuctuiing ol balance sheet, in particu¬ 
lar better asset management, and a'duc- 
tion in boi rowings leading to a shaip 
decline in intciest cost 

As a pan ol Its a-.sinicturing excicise. 
•Siemens now plans lo iranstei iis tool 
room lacilily at Kalwa Works. Thane 
(Maharaslitia), to a proposed l(X)pci cent 
subsidiary company 'llieiooluKim wlinli 
prc.sently meets the captive lequiieinents 
ol the motoi and switchgear lactones at 
a considerably lower i ost as compaied lo 
imported tcxvls, will also cater to the open 
market The lompany also pioposes to 
transfei by way ol .sale lease orotheiwise 
dispose ol Its unit lo nianufactuie indus¬ 
trial electronic equipment to anothei pro 
po.sed IIX) per cent subsidiary company 
The same goes tor its automotive systems 
division winch will be hived oil to .Si¬ 
emens Automotive .Svstems In oider to 
ensure optimum iililis.iiion ol its hived ol I 
lacilitics, Siemens plans to seek strategic 
alliances and explore options for external 
oidcrs I'his IS espected to help the com¬ 
pany impiove Its cost stiuctuie and gen- 
cnle betlci return on mvestinents 

During the year the company leccived 
new orders woith Rs 8.IS .3 croie as com¬ 
pared withRs 1.073 2 ciore. representing 
an overall slide ol 2? per cent over the 
corresponding 12 months of the previous 
year I'he company has attributed the 
decline in orders to the overall sluggish 
conditions ol the depressed economy, 
delayed decisions m older placement and 
selective ouler bcnikiiigs Company offi¬ 
cials claimed that .Sit meiu would hieak 
even by September 9.1999 Ilowevei.loi 
the first three months ol the cuirent year, 
1998-99, Siemens has meuned a net loss 


ibs; 


ol Rs 22 3 crorc While net .sales and 
seivices (including excise duty) stood at 
Rs 164 9 crorc, operating profit touched 
Rs 3 4 crorc The interest charge lot the ^ 
period was Rs 9 3 crorc The company > 
claims that the lo.sscs in the first quarter I 
have accelerated due to a sharp decline in.' 
demand and the said losses arc mainly,' 
liom the industry group ; 

The company has carlici made a pie-| 
Iciencc issue to its parent company, 
•Siemens AG ol Germany, and as it is not’ 
in a position to redeem these shaies on ths 
due dale, part of the redemption will 
Itiiided Ihiough an ordinary share issui. 
the details ot which am being worked oiti 
Ihc company's stock prc.senlly quotesiu 
aiouiid Rs 224 on the boui.ses riie high 
discounting is due to the fact Hint jie 
company is a subsidiary ot a mulimatiitial 
company 

CA.SI'RGl INDIA 

Well Oiled 

('astiol India, (he .^1 percent subsidiary 
ol UK based Rurmah Gasttol pir. has 
declaa-d a liberal bonus issue m the latio 
ot one new equity share loi every sliaie 
held In addition, the company Also le- 
commeiided a payment of l.'vOpei c. ..i 
dividend lor the financial yeol ended 
December 31. 1998 

'Ihe company's geiieioiis nuwes have 
been prompted by its encouraging pc'iloim- 
ance dunng the year undei review While 
net sales impioved by 7 8 pcM cent ovei 
•he previous year. 1997, operating profit 
iiicicMsed by 5 2 pet cent 'Hiotigli depie- 
ciation inci eased steeply by 2fl pel cent, 
a sharp decline m interest charges (down 
58 .5 per cent) helped the eoaipany post 
a 12 8 jier cent rise m its hotlomline 
iiaitimgs iHT share lose Iron) Rs 2.5 (> to 
Rs 28 9 and book value moved up from 
Rs 59 3 per share lo Rs "’I 7 per shaie 
Tlie company's stix'k pie.seillly quotes at 
around Rs 422 on the Branbay Stock 
Exchange, discounting its 1998 eaniings 
by 14 6 tunes 

The mciease m the conipany's piofit 
was a ie.sult ot lower tax payable, tacili- 
latcd by increased production at .Silvussa 
where the company starting a second shift 
'I he company has also moved to a new 
system ol distribution which will help it 
reach its products diiectly to a laigci 
number ol dealers. The benclits ol this 
change in terms ot sales is expected to be 
evident III 1999 To piovide a better locus 


to it,s business and improve customers' 
service levels, the company has organised 
Itself into four bu.stne.ss streams in line 
with Its global market segments. This move 
IS expected to help it respond quickly uy 
the changing needs ol its customers 

The Indian lubricants’ market sure is 
about 10 3 lakh kilolitre with sales of 
about Rs 5,(XX)crorc and is the fifth largest 
in the world The .segment is expected to 
gn>w at an annual rate of 3 per cent which 
may seem low However, while the incre¬ 
mental sales are high enough to attract 
conipetition, stagnating and even decltn- 
iiig sales in developed countries make this 
an atiractive market toi global players 
Apart trom tlu‘ approximate 20 per cent 
shaie that ('asirol controls, it also en|oys 
A pi ice preleience ot about 15-20 per cent 
over other brands, including other multi¬ 
nationals The company had undertaken 
an ambitious revamp (oi Indian opei ations 
that will see it put inoie emphasis on 
slightly iieglei led areas In the past, the 
(.ompaiiY has kept its locus on the lon- 
sumei maikel in India, seivmg individual 
driveis ot cais and truiks C'onseq'ientl), 

Its other businesses weie not getting 
.idequate piioiity W'llh this tesiruclui 
ing. It IS now focusing on business 
piioiilics The accent is expecleil to be on 
coninieicial and iiidustiial business 
C'uirenlly. coiisiiniei piodiicls account I n 
almost 80 per cent ol ('astiol India's 
tuniovei Ilovvevei. in the next live yeais, 
lire shaie ol indusliy ami coninieuial 
businesses will go up lo 25 per cent each 
ol the lotal tiirnovei, bunging down the 
shaie ot eonsumei products lo around 50 
pel cent 

BAFA INDIA 

Stepping Out 

Footwear manufiietuiei Bata India per¬ 
formed well dunng the yeai etioed Occem- 
ber '1, 1998 While net sales were higher 
by 10 8 pel cent ovei the previous year, 
1997, operating profit impioved by 47 4 
pei cent over the same peiiod Though 
theic was a .steep increa.se in depreciation 
(up 19 4 pel cent) and ux piovi.sion (up 
195 6 per cent), a sharp tall in interest 
charges (down 46 pei cenii helped the 
company post a 45 4 per cent increase in 
Its bottomline 

This, despite a Rs 13 4 eroic non-op¬ 
erating lo.s.s due to provision foi excise 
duty under the Kai Vivad Saniadhan„ji 
Schetne* (KVSS) The company made 
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Nrmens 

t'astml India 

Bata India 

Financial Indkalors 

Seft 

1991 

Sept 

1997* 

Dec 

1998 

Dec 

1997 

Dec 

1998 

Dec 

1997 

iDcrnncrapproprialimik 

1 Net sales 

9959' 

175141 

92792 

861 IK 

710.39 

64t(H) 

2 Value ol production 

99593 

I75I4I 

93115 

8.5461 

70954 

63873 

3 Other Income 

5252 

4619 

20?(l 

1775 

97 

84 

4 Total uuiime 

104845 

r;9760 

95135 

872.36 

71051 

63957 

5 Raw inatcrials/stOKs ,ind 
spaies consunwd 

320 

621 

52632 

48660 

20028 

?(K)33 

6 Other manufautuiing expenses 

68247 

116.393 

2765 

2229 

18043 

16339 

7 Kemunenition to employees 

12321 

21066 

3955 

3097 

16150 

14105 

8 Othei expenses 

15436 

28377 

I276K 

II 381 

10779 

9376 

9 Opeiaiinf! piofit 

8521 

1.3303 

23015 

21869 

6051 

4104 

to Interest 

4660 

12431 

25 3 

609 

779 

1443 

11 (!ro\t piofil 

-874 

-8319 

22756 

71247 

.3934 

2796 

17 Oepreciaiion 

4728 

7244 

843 

680 

12.36 

10.35 

13 {‘rnfi! bet ore tax 

-.5602 

15563 

21885 

20541 

2698 

1761 

14 Tax provision 

NA 

NA 

4047 

4724 

272 

92 

15 Profit after ttix 

-5602 

.5563 

178 38 

15817 

2426 

1669 

16 Dividemb 

NA 

NA 

1019O 

8491 

NA 

NA 

17 Ketainetl proni 

-5602 

-1'563 

7648 

7326 

2426 

1669 

1 .iabilitics/assets 

18 Paid-up s.ipital 

13540 

'.<40 

6175 

6175 

5142 

5142 

19 Keseives and surplus 

4509 

1()’5.5 

3KI(K> 

30458 

274.55 

26181 

21) l.iing-tciiii loiuis 

13315 

8450 

(i2H 

747 

2.547 

2 324 

21 Shurt-leiiu loans 

9307 

27-83 

NA 

NA 

NA 

195 3 

22 Ot which bonk bonuwings 

8837 

27473 

NA 

NA 

NA 

1953 

23 Gloss lived assets 

.52599 

S67\5 

I88IK 

17331 

31234 

29.308 

7t Acs uinukUcd dcprcci.ition 

22407 

2l5.i 

-3139 

2310 

9633 

7733 

25 Inventories 

15072 

20298 

14.311 

138.38 

16408 

1665 3 

26 Total asseis/lijbililies 

i()fi602 

12586' 

59633 

54402 

47460 

45170 

Misfcllancoiis items 

27 Fxcise duly 

NA 

NA 

15129 

1 «IK6 

' 3278 

2922 

2X Gross value added 

11006 

15597 

27956 

25875 

21010 

19868 

2u Total foreign cschanye income 

9417 

19680 

426 

476 

2753 

2715 

to Total loieign exilmnse outgo 

34538 

.39190 

24684 

19005 

1057 

857 

Key riiianehil and perfnnnance ratios 
tl luniover laiio 

(sales to loMi assets) (%) 

91 4.3 

139 15 

1.55 61 

IS8 30 

149 68 

141 91 

.12 Soles to total net assets (91) 

244 87 

324 1 7 

206 62 

: 9) 39 

202 14 

180 06 

11 Gross value added to 
gloss fixed assets (',) 

20 92 

27 47 

148 .56 

149 30 

67 27 

67 79 

14 Kelurn on iiivcstiiieiM 

(g'oss piofit to total assets) <'X) 

-0 82 

-661 

38 16 

39 06 

8 29 

6 19 

t5 Gross prolit to sales 
(gross margin) (9{') 

-1)88 

-4 75 

24.52 

24 67 

5 54 

4 36 

<6 Operating profit to sales (%) 

8 56 

7 60 

24 80 

;v 39 

8 52 

6 4>l 

37 I’lolit before (sx to sales t'S ) 

-5 62 

-8 89 

23 59 

2t 85 

3 80 

2 75 

38 fax pioviston to 

piofit befoit* tax (‘3 i 

NA 

NA 

8 49 

23 (K) 

It) 08 

5 27 

39 hoflt alter tax to net worth 
iretiiin on equity) <'i ) 

- 31 04 

-86 01 

40 28 

13 18 

7a4 

5 33 

M) Oividend (96) 

NA 

NA 

151(10 

120 00 

8 .50 

NA 

41 Raming pel shore (Rs) 

-1973 

-.54 80 

23 89 

25 61 

4 72 

3 25 

42 Book value per share (K>>) 

25 88 

46 11 

7' 71 

59 32 

.33 21 

29 43 

43 P/E latio 

-11 .36 

NA 

1461 

.NA 

50 02 

NA 

44 Uebt-equit.v latio 

(adjusted loi revaluation) t^t) 

73 77 

46 70 

1 42 

2 04 

1491 

15.36 

45 Short-term bank borrowings 
to inventories (%) 

58 90 

1.35 35 

SA 

NA 

NA 

11 73 

46 .Sundry cieditors to 
sundry debtors 1%) 

132 70 

M2 78 

103 57 

id; S5 

111 55 

109 90 

47 Total remuneration to employees 
to value added (%) 

111 95 

1.35 06 

14 >5 

1! 97 

76 87 

70 99 

48 Total remuneration to employees 
to value of produelii'n (%) 

12 37 

12 03 

4 ’5 

' 62 

22 76 

22 08 

49 Gloss fixed assets fonnation (%> 

-7.36 

6<XI 

8 58 

19 53 

6 57 

143 3h 

.50 Growth III inventories (%) 

-25 75 

-41 12 

.3 42 

-l(>54 

-1 47 

-0 72 


NA nvans not availonlc * means I8-nionth penod 


vanous applicaiioiu under the scheme for 
settlement of borderline excise cases, 
relating pnmanly to UaUwear shipped for 
Its factories in Fandabad, Patna, Banga¬ 
lore and Batanagai dunng the penod 1972 
to 1994 KVSS applications amounting to 
Ks 28 crore were suhniiticit and were 
subsequently settled with payments in 
January/March, 19<>9 totalling Rs l4crore. 
With earnings per share increased from 
Rs 3.3 to Rs 4.7, the company declared 
adividendof 8.5 percent (1997- Nili This 
IS the company's first dividend after lour 
years - the la.st dividend it paid had been 
in 1994 BiHik value too impmvcd from 
Rs 29 4 per share to Rs 33 2 per share. 
The company's stock presently quotes at 
aniund Rs 236 on the bourses, discounung 
Its 1998 earnings per share by a comfort¬ 
able .50 times 

I'hc company claims that the tumaiound 
and Its vastly impioved performance h&ve 
been achieved through a continued fiwus 
on intioducing new and allordabie prod¬ 
ucts hettei pniductiine. increased fiscal 
and commea'ial elficiency, cost contml 
and ellicioncy in manul,ictiiring and 
marketing operations. In addition, it is 
also continuously upgrading and reno¬ 
vating its iclail stores for better customer 
service and has expanded its chain ol 
whole.sale depots tor better market penet¬ 
ration At the same time, it was faced with 
numerous problems relating to the Rata 
Ma/dooi Union's agitation against the 
suspension and dismissal of three execu¬ 
tive committee membcis of the union 
leading to the assault of the company 
managing ditcctor W K Weston in luly 
1998 Othei dramatic instances of union¬ 
ism related to the All India Bata Shop 
Managers' Union's stir during the peak 
l*uia season last year. 

The company's 100 per cent export 
oriented unit which was so far losing 
operationally since its inception, has now 
receised the final deliomling order from 
the Madias Export Pioccssing Zone This 
will convert the UK) per cent EOU to a 
DTA unit which will piovide better flex¬ 
ibility and viability to the unit 

Bata India claims that tne company will 
successlully wipe out its lo.s.ses and 1999 
will K' a landmark year when it will actually 
tumaiound Meanwhile, the Bata Shoe 
Oiganisation (B.SO). parent company of 
Bata India, has pledged an investment ot 
Rs 70crore fonts largest unit at Batanagar 
This investment will be spie.id over two 
to three years and will be utilised for 
equipment moJeimsation and upgradation 
Uiifurt iinatelv. Bata India isgrappitng with 
labour problems at its Fandabad unit wheie 
a l(U-kout has been declared 


If-st 
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COMMENTARY 


ANDHRA PRADESH 

The Man and the Times 

K Balagopal 

There h a palpable tension in the incongruity between the present 
Times, as defined by the World Bank and expectations oj social and 
economic democracy buttressed by the possibilities afforded by • 
political democracy in India. The likes of the crafty Chandrababu, of 
whom there are quite a few in Indian politics and public life, are in 
search of nays of overcoming the ten,\ion to the advantage of their 
viewpoint Will they suaecd, and if .so on what terms; if not, winch of 
the tn>o mutually incongrous terms will prevail are questions jor the ' 
immediate future. 


DO the Tunes, so to speak., sh(M>sc (he 
nghi person, or docs the right person late li 
on to the right Times is a liard question 
for a maienalisni that will not be vulgar, 
li It IS at all necessary to use the woid 
matenahsni. that is, when mere realism 
wouldpcihapssutlice (Theword 'chiHvse' 
IS still ambiguous, it eonlains two 
meanings' that the ptoces.ses let Iikisc by 
the 'I'lmcs shape the person suitably, or 
that Utey pick up the pre-existing person ) 
lliat changed I'lnies produce changed 
idea.sand bung poisons holding the ideas 
to positions ol domiri.incc in the vartoiis 
spheres ot lilc is a nutter ol common 
expellence, and appeals to demonstiaie 


aiithorilaiivc truth (or, in the alteinativc 
with greater common sense), supported 
nioie by the state or other futwei liil lorges. 
or any combination oi these 
I< onegivesupthe language ol reitication 
that makes the entity called the I'lmcspick 
up the persons to suit its ideological needs, 
as rhciorical expression sometimes has it, 
there remain two answers. One is that 
poisons with appropiiate ideas (whethci 
the ideas were there belore. oi they came 
into being in the cuuisc oi the changes 
heiaiding the new limes) giavitate to the 
loci ol power and influence by the action 
ol some Jetemimate lorces let jiMise by 
(or rather, (hat constitute) the changed 


Being, robs the expres.siun of even the 
tautological truth. For the same reason, 
pne can no more interpret the expression 
.sociologicaliy, since when both Conscious¬ 
ness and Being arc but notional facets of' 
. Conscious Being, there can be no Social 
' Consciousness separate Iromorsubsequent 
, lo Social Being to be determined by it 
One IS then leit with the two-sided tnith 
expressed by the two artificially .separated 
processes described above In analysing 
changed Times and changed ideas, then, 
one lias lo concretely analy.se the new 
foiccs that constitute the material or social 
(in the .sense ot .siKial relations rather than 
human tieiiigs) aspect oi the changed 
Times, and the (H'rsons with suitable ideas 
that (he forces bung ot push into the Uk'i 
ot power, and simultaneously, the persons 
with suit>ible ideas who identity changes 
(mature or incipient), sometime-, perhaps 
not changes jt all hut only minoi pos¬ 
sibilities, latch on to them and nde to 
positions of power and importance even 
.IS (hey help bung the cinnges to truition 
in the same movement In a given instance 
It may wv*ll he (hat ii puweriul n .iierial 
Ion c sucli asihe needs .il coi poratec apita 
lism domiiiaios tl-is two-sided pniccss, 
equally, at otiu t nines it may well be tiue 
th.u a dynamic group ot persons, peiliaps 
but mil iK'cessaiily - even a definable 
iraclion oi a class oi some other soci.i- 
logiciil grouping, acid with their strong 


decisively the simple pr,)po.sitton tliat ideas 
and their dominance are delcimined by 
‘material reality', though the simple 
proposition leveals it.sclf to he lathei 
complex when one icahscs that it is a 
sociological hypothesis rlietorually 
invested with the status ot an 
episieimilogical truth Whichever way i«iic 


Times Thcothei answer would locate the 
suhicetiviiy in the persons with the right 
ideas, who latch on lo (he right Times, 
indeed sight them in their incipience and 
parti> ipalc in the process oi bi mging them 
to tniition. loi then own puqxises. wheihei 
individual orcolluctive. magnanimous oi 
nialiKii 


ideas to an incipient materul possibility 
the siiengtii that il may not have had to 
become the dominapt leality Today, in 
the third world, the iormei is perhaps more 
tru(\ lo such an extent that it appears to 
lend veracity to even ciude iiiateiialism. 
hui (here is no icason lo believe that i( must 
always be so II is aiguabic ih it the latteif' 


sees It, a greater complexity is revealed 
the moment one tries to define the c hanged 
Times minus the changed ideas, to locate 
the changed reality at any point prior to 
the existence ot ideas about it 
But troin the point ot view of philo¬ 
sophical huniani.sm the more inteiesting 
and intnguing question is tins since it is 
human beings who hold ide.is (there being 
no other mixle ol existence ol ideas that 


The tw o answers arc in ti uth I nsepat able, 
though whether taken together they add 
up to the popular nialcnali.sl dictum that 
.Social Being determines Social Con 
sciousness is a moot question Indeed that 
.seemingly iliuniinatingexpression il taken 
to express an <'pistemological statement. 
IS meicly a lautological restatement ol th'* 
ba.sic' premise of epi.stcmolngical realism, 
that C »n.sciou.siiess i.s nothing othci than 


process IS a more accurate dcsciiption ol 
the initial phase ot lell-lcanmg or at least 
wcllare-leatniig policies ot most third 
wxirld countnes, notwithstanding that this 
diflerence has been icnderad obscure by 
leduclioni.si anaivsis. But that discussion 
1 '. not the present subject 
One conclusion uhoni luturc prospee's 
that one may draw trom these considera¬ 
tions IS (hat lor a humanist perspective. 


wc may know ot), and they hold them 
more or Ic.ss intelligently, what exactly, in 
human terms, ts the piocess by winch 
ideas appropriate to the Times become 
dominant in the various spheres of lite.’ 
The word dominance here need not 
necessarily be understood in a pejorative 
sense It could nH*ari more often believed, 
more widely pr ipagateJ. more uggFc.ssi veiy 
expressed invested with greatei 


Consciousness ot Being, which means 
that It cannot hut he determined by Being, 
provided one i.s carctui eiHiugh (u add the 
ndcr (hat this docs not mean any straight 
iorward icfleetion Oi eour.se. the lunda 
mental relormulation wrought by huinanust 
ontology, which need not he and should 
not he othcrwi.se inimical to epistemo¬ 
logical realism, that Consciousness is not 
Consciousness of Being, but Conscious 


thaie IS no .such thing us a stable, sure, 
siK lalist pha.se ot hi.story. ot a post-history 
of humankind, distinguishable in its 
ticmally reproduced ethosol eo-opt'ration 
and sharing from a pre-history oi mutual 
predation as Marx imagined in his more 
extravagant moods There will always be 
the possibility ot evil surfacing strongly,.J 
taken along and magnified into the 
dominant social leulity by a dctsemiined 
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bunch of persons, or a whole identift^le 
social category, aggneved for whatever 
reason or motivated by a desire for s»x:iall» 
destructive choices diessed up of course 
in some grand rhetoric. for human bcing^ 
can never be meanly mean, wc must be 
erandly mean. That we choose, and that 
may choose evil as well as good, is 
the tundamcntal human reality, in whose 
modification the only thing that works is 
the human moral .sense, not an eternal 
moral code intenor to the species, but the 
moral potential, which takes concrete form 
in and through the current ci\ ilisalional 
morality that is embodied in the in.stitul ions 
and norms, the .structure and the values, 
of that cisili.sation. which define, enabled 
and limit it Eternal vigilance, it appears, 
is the pnee to not only liberty but sm lalism 
as well, not vigilance against an external 
enemy about which socialisi minded people 
ncedrioi he told alrcsh loi we have worked 
It into a paranoid tiait ai least since 
Bolshevik limes, but about the human 
potential tor evil williin 

* 4 * 

( hatidiababu Naidu the nius'li lionised 
'net ministci ol \ndhra Pradesh, was 
'* eiy much aioiind hciiiie the Woild Bank 
tiiok ouM ihe Indian economy Me was 
known to he an unpnncipicd political 
manipulaldt, otheiwise described as an 
able party nunagei llis sliilty eyes - 
ilesiiihetl with accuiately delamatory 
imagination, .iiid siii'scquenlly letracled 
for that reason, as the looks ot a thiet at 
a latlle fair hy his erstwhile colleague in 
the Tclugu Desam Paity member ol 
parhuineni Kenuka C’hmidhary - pul otf 
must people, but bis taleni at the kind ot 
politics he chose was recognised and 
rcsptvic-c’ by those who respect such things 
'Iliat corpoiatc capitalism would at most 
. lesognise a country cousin in his cut ihioai 
^/uihlcssncss and ability to cohabit easily 
with lal.sehood would perhaps have been 
eonceded by an obseivcr ol llio.se days, 
li at all such an observer thought of 
corporate capitalism in connection with 
such an unlikely crc,iture as Babu, as 
Chandrab.ibu Naidu is londly known to 
such people as arc fond ol him, or wish 
to be thought so But a country cousin is 
only acountry cousin, and nobody in those 
days would have die,tnii that he would 
become a blue-eyed boy ol corpoiate 
capitalism one day 

His capacity to amas.s property at 
remarkable .speed, otherwise described as 
entrepreneurial ability or business acumen, 
was also known, and again respected hy 
^ 'hose who respect such things He was 
' 4kiicr all born to a lathei who had hut tout 
acres of lainfed land in a part ol 
Rayaixscema where much of the land is 


runted, that is when there is rain U all to 
feed it, but accoiding to his own recent 
'declaration ot assets* he owns property 
worth Rs tourcrorc now. One is at liberty 
to multiply that figure by such factor as 
appeals to one's imagination, for he is no 
stickler for lacts. and indeed it has been 
a favourite pasiitne ot Congressmen over 
here ever since he made the declaration 
to guess at the right factor, and they have 
been coming up with a new number each 
day, more lor their amusement than 
anybody' s editic ation But even four crorc 
from four acres ot dry land in a not 
particularly feitile icgion - and that too 
shared among broihcrs - is an achievement 
that tells quite a lot about the man and his 
scruples And yet nobody dreamt in thase 
ujys that he would be talked about in the 
hiisine.ss capitals ot the world, as wc arc 
t('ld IS happening now Though, that 
pel haps merely shows that, influenced by 
(hi smooth and suave face of corporate 
ca|iitahsm, we do not often reali.se the 
stri ng affinity ii li.is to the rccogiiisahly 
repulsive lural huceancer 
H<> habitually speaks, whether in the 
assembly oi outside, in the icrse and 
prcicmptory tones ot a village bully, ac- 
i ompanicd by the sinking of a thieateniiig 
lorefiiigcr. Iliat is perhaps put down to 
unea.st in speaking Imglish when he is 
seen oil TV by oulsiders but no, it is his 
manne ol spee«.h, which rcliccis a 
pcisonaiity trait loi med perhaps quite carlv 
in his ynith fioni his upper caste lower 
middle c'ass bai kgiotimi, which meant he 
was one among the boys in the village, 
the SI hoo' or the t ollege. m >t alienatc'd and 
si*i apart as a iich one would have been, 
hut one o' the boys and a natural leadei 
hy virtue i f his caste, eniiticd lo bully the 
boys arourd It is not that the background 
automatically makes ,)ne a bully, but it 
gives the opportiinitv. and .some of those 
given the opportuniis ch«>se The same 
background gives othei opportunities loo. 
and some may elect tiiosc. Moicovei, the 
oppoitunity IS not |>ii senled from outside 
but IS relraited thnuigh the particiilai 
personality 'Vc are heie close to the point 
where our c'pf anal ion can no longer he 
merely .social, it must necessarily also ho 
moral and ps.chic ,\nd alter a while all 
cxplanationc- ases and we canonly ^'cord. 
though wc can always dig a little more and 
try to explain a little more 
What human beings make, and what 
makes human beings aic the two sides ol 
the intertwined pmeess ol history The 
first is observable, esi ii if the authorship 
IS often obsciite and lie(|uently contcslccl, 
but the second can only be inferred oi 
guessed at. All attempts to discover that 
which, in the first or ll•l■ll analysis, makes 


human beings, arc bound to be futile 
because at the end It will always be qualified 
by the staicmeni that firstly what makes 
me IS lelracted ihiough the unique thing 
called 1. and .sc'condly hy the fact that I 
chiKise This applies not merclyioexicmal 
determinants such as production lelations 
or class situation, but even the subjective 
deteiminani of pioductive human practice 
which IS liequcntly set up as an adequate 
allcniativc to objective delemitnism, toi 
It can no more completely explain human 
choice which belongs to the psychic and 
moral dimensions ot human existence as 
much as its practical dimension. A fuller 
ontology and a fuller anthiopology than 
that ol human piactiee is needed h>r that 
Radical thinkers appear to baulk here 
becau.se it would go against the utopian 
hopes about human pos.sihilitics that are 
the mainstay ot ladicafism, though a fuller 
humanism need not militate against all 
ho|H'oi pnigress, even substantial pnigioss. 

But one can legilinulely talk ol influ¬ 
ences and impacts that have cl feel on not 
only the choices wo ate laced with, and 
indeed the choices wo often cicaie tor 
ourselves, hut also our pnK'livity to make 
this choice or that These influences are 
perhaps mmc useful to explain behaviour 
inim hindsight than to predict anything, 
but even that is helpful tor making sense 
ol ouiselvcs 

Hie totality oi siK'ial culluie embedded 
in the .social strucluie is undoubtedly Ihe 
stiungest inriucnce, given all ilic prumi.ses 
ol an unabashed humanism Chandra- 
babu's father, as said already. wa.s a pnoi 
- or let us say, a lower middle class - 
farmer, but he was from a dominant ca.stc, 
Ihe caste ol kaminas Tlie caste was power- 
lui m Ihe village and the region, hut this 
laniily was p<K>r and rcs<iuneless Hus 
class-ca'itec.ilegory ol pool upfier castes, 
especially in a rural setting that gives it 
a lightly knit chataclcr held together by 
uniepi'ntanlly medieval assumptions ot 
woith.exhibilsi crlain unpleasant trails all 
over the country airogancc and insecurity 
born ot unlullillcd assumptions -of 
,'niinciice, leading to either the bullying 
type who is a Ihieal lo the lower castes, 
the sycophant who hangs on to the rich 
ol his L'lstc inside and outside the village 
to bask in the icHected importance the 
ruthle,ss go-getter who tramples on all in 
Ins search lor what his caste ha.s promised 
but his economic statu.s has denied, or 
some comhinaiinn of these uniloimly 
uninviting traits. Ot course, occasionally 
the same milieu has produced leadcis ol 
the pool who have put the caste contidcncc 
(hat oi.iers lack at the .service of the struggle 
against power that they know only (ih) 
closely and are in liille awe ot Bui the 
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uiKleniabIc possibility of individual choice 
apart, any significant tendency in that 
direction would perhaps icquite that the 
social culture contains a tradition defined 
by the idiom of justice and equality. 
Chandrababii's native rhitt«H)i distnct is 
sadly lacking in such a cultua' The region 
has not been lo .iiiy signilnaiit estent 
altccted by ihe i uinmuiiist, latioiialisi and 
relormisl movumunts that had a salutary 
intiucncc on the mhuic ot the coastal 
Andhra distncts lo ihe iioith-casv. in 
which It was the kainma pca.saiitr> that 
participated num; vigouiously than any 
othei single caste or community: noi did 
C'hiUHir, in spile ol its contiguity with the 
Tamil couniry lo the si lulli, paitake lo any 
considerable extent «i the non-brahinin 
sell-ies|K*ct niuveiiicni that had ancquallv 
salutary iiinucnce in those parts, especially 
on the upper sudia castes compaiable to 
the kammas ut the I elugu i oiiriiry 

Forsaken by social piogiess ol cithei the 
Marxi.si or the Pcriyanst vaiiety, the most 
likely tyjH.' ot pooi kainmu yoiiih liom the 
distnet was the .seli-conlident but .siiiiul 
taneouslv insecuie scekei ot powei aiui 
piojK'ily. prone to eithei physical \ lolencc 
oi manipulaiivi ruihlessncss. devoid oi 
any seniinient id sympathy toi the pooi 
and the weak, lot he lias been there and 
has nothing hui conicmpt loi those who 
temain Iheie. even il the\ do not have his 
advantage ol caste, indeed picvisely 
because the wretches .iic so wmlched that 
tliey do not have the advantage it l.^ an 
easily tecognisahleiy|K‘, and a ivpe - with 
all the mytaid individual variations not 
only ol actual worth but also einpivasis in 
the angulaiiiics aiuI degiecs ol m. inples - 
that jusi suits Ihe needs ol a very dilleient 
modeol lilc ( orpoiate capitalism, which 
needs just such scll-cvn>red and uiiscnli- 
meiUal types, the more insecuie under tin’ 
skin the hetlei. ioi the moie tulliless they 
will then be 

but ('haiklr ihabu had still to grow u|) 
beloie he could l>e the blue-eyed bi>> ol 
Ihc's-oijioialewoild Aiioveigrowmiounlry 
htai would not do lie, ot course wasiiol 
at the hegininng iii search oi a place in 
New York's business maga/mes but only 
powci and money in winchevci form and 
whatever kind I'odav. he is sotnelimes 
desci ibed its a coinputei but I; he is eci tainly 
luMiked lo information teehnologv, lo the 
point ol holding the unlikely beliet that 
investment in that aiea can he the Iiko 
niuiivc ioi (he stutc'.s giowih But until 
recently Ins hie exhibited no such hi tech 
pioehvities F.veii il he had been born ru h. 
he would in all probability have moved 
into the lucrative woild of civil contracts 
rather than 'nlormalion technology, and 
then perliaps moved to polities from tlicie. 


like the average Indian ruiai-buscd 
politician As he Wd.s boin poot. he had 
neither thui option nor this; he could only 
enter polities. 

He cui his toelh in campus polities in 
the small town university at Tirupati, ut 
the liHithtlls ol Lord Venkateswaiu The 
(iiiiveisity was (and still is) dominated by 
caste gioupings ot the dominant eom- 
miinilies. overlaid with the pi oneness lo 
tiuiional violence chaiaciciistic ol some 
of the hintciland aicas of the uniseisily 
.such a;. Cuddupah dicuiet I’hysical 
violence was not Chandrabahu s loilc II 
pays little, and has an uneoiniotlahly 
teimiiial chaiacter Ho preleired l< 
inanoeuMC and manipulate Itoiii hehimj 
the scenes most of thetime Beiiig.i kamma 
helped him a lot The kammas ul 
Kayalaseema, unlike then eou->ins •>! die 
leiural eoa.slal distncts. have to loiitend 
w'lih an equally slicing, but niiniciicallv 
l.irgei and violently iricimeil caslc. the 
reddys y cl, being second lo iioiie m ihe 
non-brahmm hieiaichv, ami in their wlf 
peocpiion moie ..oio|Teient m any sphere 
of lile than any. the kuimnai ot 
Kayalaseema sec no leason why they 
.should play seiond liddle to liie reddys 
And thereloie any capable leadci liom 
that lomiininily would attiad fcdlovving 
(fthei non leduy eastes vvoiiid also I.,. 
inclined to follow su< h a ieadei Ifolii al 
ihcuiiivetsityandlalei'iulMdeihecanipiis. 
Chandrahubu used (his ailvaniage to ilie 
hilt But he also used the imiigc- ol an 
educated young man (he look an MA in 
neonomies and appatenliy ilahhied a bn 
in rescan b of some soil ticlorc going on 
lo higher things) as a foil lo ihoiild togevs 
ot Ihe leddy caste who (ill Ihendominateci 
the ilisiiicl's iioliiics. 

A dynamic, educated young man to 
some and a kamma leader to oiheis. lie 
roselast iiilhepohtusol theilistncl Such 
oi his luends us went behind him pulled 
hv the iJe.ilisin attached m the image ot 
an cdiic aled modern voung nun I ighling 
medieval fogeys eamiol lo this day Ioi get 
the shock they leceived when they saw 
him mtiking money itoin dav one •itlerhe 
became .Ml.A He has never looked back 
aftci lli.it Some jvivhlicians aie erediled 
with some idealism in the initi.d yvat*. 
ol tl ircaieoi, which they ouigiow ii; due 
coiiise and lec.ill nostalgically on 
inebiiaied evenings lUcrcaller 
Chandiababu has nevei bc'cn accused o! 
any such weakness 

Vision of PRocii<i.ss 

r>ut •( cannot be said that he did not have 
a long-lcnn vision lor Ihe kind ol sik lely 
he wanted this countty lo be He did. and 
that IS whal makes him more than a 


penny politician. Indeed, wc would not 

discus.sing him otherwise. That vi.sion, 
aredictably. was made up of notions of a 
iigh growth rale, technological modernity, 
pnscnlimental efficiency and olhernoliuns 
that typically hang together He was 
rceognisahly impalic'nt with anything that 
was an obstaeie to lliis: in particular, like;; 
•all persons who hold the airogant belict 
; that they aie 'self-made', as the expression 
. goes, he was impatient with claims ol 
social disadvantage or siructural dis¬ 
abilities Suchpeople had only themselves 
lo blame, really. 

This type, ol both (lerson and point of 
view. IS quite famihat Tt is easily 
attributable to capilalisin. (hough .such 
pel sons and such a point of view cxi.st m 
all societies as will he evident if one is 
noi taken in loo much by (he notion lhai 
ceitam classes ol ideas and certain types 
of personalities air exclusive to certain 
siKielies. Bui ihe lyix- is nodouhi found 
nioa' III soi. lelie.N that are i apilaiist in then 
ecomimie sliiiciiiie. lot (hal sy^leln ol 
priuliKlion rneoiiiages such a view'jioiiit 
.Hidpcrsons whll^eperslm,d1lv o peiineateU 
with that viewpoint rfhat ideas aie noi 
neld ill ilh'mind but thioiightliepersonaliiy 
ooiieol Ihe great inilh* ol jisythojinalysis 
x'tiu h makes it me i.ij'.ible lhal aiiv 
.‘pi'iemologiijl discii.si.in re.illy an 
explot.ilion III ihe atiilii<>|iolog> o! ideas 
and henee also thu' any llirniv ol hisluiy 
imisl be huinunisl if <1 is lo even begin to 
hi line I 

What IS inleiestiiig alioiil Indian soeietv 
IS the way tins viewpoint has iiseii to 
ascethlaine in society in Ihe last decade 
Ol so Bui, 111 hind <ighl it appeals that Ihis 
ascendance, as iar as Andhta f’tadcsh is 
concerned, was signitied al least in pail 
by the use ol the 'I elugu IXsain Party 
('I HP) Impatience with (he emphasis on 
well lie and cone 0111 ioi ihedisadvuntuiied^ 
lhal e.ii ly on cliai ac tensed Ihe huhan polity 
shaped by the cxpeeiations ol the social 
and |)ohlicui ihumiiig that w'c call iIk* 
Ireetknn striiggK’. is an altitude that has 
been iiaicletiing ovci the yeaix in Indian 
soc lely The mv>re tlnii the hilheito vlis- 
ad V aiil.iged assert themselves am' demand 
c lunges 111 society, pohev and the law, the 
mine ihe resentment grows and the more 
the in<|vulieike lor leltisoning it glows 
Much oi recent Indian political hi.stoiv can 
be mtetprct'*d within (liese t-inis Thi 
theoieticul ciisis ol socialism and the 
dow'nfall ol the slatcs called socialist has 
lurthci iihilosivplncaily emboldened this 
impatience, as much as the taci that the 
economic polieic.sofyoietounu ildiilicull 
to OIOSS a certain limit of growth ^ 

It IS not that there was no space within 
the Tongic.ss Party lor (his iinpalience 
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there was plenty But a certain inertia is 
inevitable in any organisation as old as Die 
Congress, and moreover there were t«o 
many in that party who iiad made a poiiticd 
career of representing the disadvantaged. 
Those who were i mpattcni for change wer j 
^i«>o impatient to wait. I aitei in the day, the 
ri.se to populatily of tlie Bharatiya Janat: 
Party would signify the same change on 
a largei and much moio destructive scale, 
but as tar as Andhra Pi .idesh is concerned, 
II began as far back as 19K2, with the birth 
of the TDP The tact was most clearly 
rcpicscntcd by Enudu. the daily newspapci 
thattiuls represents the ethos of the social 
sections whose imp.ilience led to the 
toimalionot the TDP Chandiahahu the 
iiiaiiagei iloinially known .is genei.il 
secrctais) of the p.iitN alter he ; oi ovei 
ills initial liesilation and |omed his lutliei- 
in law's paity (he was alreadv a Congress 
niinisiei by the time T Ram.i Rao .set 
up ihe TDl’i also stiared the ethos, though 
he did not lei aiiv oiu peiceive him as 
.inylliiii*' oih''i than .1 (very aide) piUty 
iniiiaper, not e\en leliing peopl" sec his 
poiilK.iIainhiiion. unlii he decided to lake 
J.tiaigc 1)1 Die p.ulv 'o save it fiom its 
li'iiiiclei who in his estimate', had luined 
senile Bui even at this stage the lime was 
not ttiouchl iipc to COMIC out, with the 110 - 
Jiohb Killed philosopliv ('I clot 1 1 leal ion 
1)1 coipoiatc • .ipit.ilisin, .nnd dcnigialion 
o* wi’it.iiisi icspiiiisibililics ol ihc stale 
Ih.n thui.)Lierisc' Die policy dimension ol 
the Indian ('onstilution as inuc h is popular 
'spccialioiis 

'I lie p.iiadosic.il silii.itionot this section 
Ol society was that they needed .1 
cliansmaiic leadci to put tlieii intcicsis in 
power, but wjanicd the leader to eschew 
the ‘p> pulism'. wasielul and inellieiein. 
that gave him Ihe chansina. and be a liaid- 
ijr headed biisiiie.ssman-c hiel minister, ol Ihe 
type that Chandiababu now proudly 
declaieshimsell lobe Suchperleclioiinot 
twing attainable by mete human beings 
they pcrfoicc had to pm up w-ith N1 Rama 
Rao. his )u.pulism (giandiose sell-imagc 
ol a benevolent piovidei, in truth) and all 
Howcvei, the growing impatience of 
£.'e>ioi/u the mouth-pioc e of this vie wpciinl. 
with the antics ol N I Rama Rao even 
as It sleodlastly supported him against the 
Congress rencei,<i the tension inherent in 
this paradox (|uile well 

It IS iiccclless to go into the details ol 
Ihe mcthcHls by which this paradox was 
sought to be resolved, and the role played 
in this by mailers like N T Kama Rao's 
inlaluation with his se. ond wile (It i.s not 
^ clear that one can describe the.se matters 
as incidental or contingent, for that may 
be a hasty and uii'eiiable rationalisation 


of the change ) What played a crucial role 
in the removal ol the inefficient drag on 
the economy, deadwotxi literally, that the 
loundcr's ego-ceiiitic scll-image as the 
grand providei of succour to the masses 
was by now' perceived to have become, 
not only by the I-.iinily but by the crucial 
support Kise and international policy 
prc.scribors as well, was the bold dc'cision 
of Chandrabahti in step in is the replace¬ 
ment. to be the M.in ol the Times. The stale 
shall not he ihe piovider but only a Iaeili- 
lator, says ihe ciiin'nt ruling dogma To 
realise itsell, the dogma had to await the 
an 1 val ol a deiei I'luit'd facilitator to replace 
the grand piov idc FheTimes had lo wail 
lot the Man The Man with a personality 
shaped in an appinpiiatc milieu, imbued 
with appropriate values lo guide his 
'hoices. and the tight kind ol personal 
sciiiples Ol the lack Ihereol. 

That IS now in the past The supporters. 
Die advisors anti ihc prescribeis are all 
vtically delighted with the replacement of 
th - ch.irisinatic hut unwanted populism of 
Dll foumiei ol the party with the hard 
hcMdedp^agnutl^mol hisson 111 law who 
has assumed tlie electorally risky self- 
imatc of an un-entimcntal eorporjlc 
executive riic tiaiuformalion has evoked 
expi -ssioits ot .III almosi childlike glee 
liom Ihc exc'i uli'es ol the Woild Bank 
and Die likes ol Bill Hales And also, one 
IS loM. the business organisations and 
maga/im’slhatbeli'ngtheie.Chancliababii 
knows this, and never lues of dcclating 
that he is nothing htii an etrieienl managet 
ot the ..ltdiis of die state in (he iiiantiei 
ol a company Lxeciilivc llvl is not what 
the people expect tiom anelected go\em¬ 
inent in this roiinii\ nor what the C'onsti- 
tut ton sa s it should he. but then the Times 
wc live in haw little respect lor such 
buck ward notions What rrniiiins lo be' 
seen is wliethei ('haiulrababu will tuin out 
lo have hec'n m liiitn the Dupe ol the 
fiines Foi India lin kily foi the people, 
isslilladcniociacy vvhaievci ilscoiisidc'i- 
able wails and vou -.annot be the Man oi 
the Times unless vuu get enough voles 
Hieie arc. ol coiitsc, numerous w.iys ol 
managing v oies. and ("haiidiabuhu knows 
all ol tlieiii He li.is indc'cd hc'cii a piofe.s- 
sional in Die inatiei lor many yeais. im)w 
aided by c inipuiers But elections still 
have a way ol lakui'! Ihe most ci.iflv by 
suiprise Illsnoi thai diereis somesupenor 
wisfloiii in Die 'people'' as editorial writers 
invariably s.iv at Ihe end of each election. 
Ill wholesale expiaiio'ioleveryNvdy'sMtis, 
bui vaiious ■Iis.s.iiisl.ielions and cxpecta 
tions m scv'u'iy add up often to a sum not 
bargained lor by Die mo,st pcriidioiis 
manager oi 'leciioii'. iiotwithsuinding ail 


the money, the liquot and Ihc phystetd 
threats expended 

C'handrahahii. however, is not unaware 
ol this He kmiw,s ihcie is much he has 
to compensate lor in Die niattc'r ol lost 
pivpulanty Kelaxation ot prohibition on 
Indian Made Foieign I.K|iior. reduction in 
the subsidy given lo Die cheap nee scheme 
and power supplied io taiiiu'is, and a 
ruthlessly clcicnnined c losun* ot a number 
ol loss-niaking public soctoi and en- 
opc'iaiis'c sector industiics, unmindful of 
viable proposals ol revival, have eortainly 
earned the resentment ol asi/eable sc'ctiun 
ol the population One cannot, however, 
add up the numbeis and debit the votes, 
because* the argument (hat the schemes 
meant toi the wellate ol a tew have 
rendered the econoinv bankrupt wins by 
playing upon common human teclings ol 
guilt, and has been used with considerable 
success hy dint ot tireless insistence by 
governmental spokesmen as well a.s 
cdiional writers in nc‘wsp.xpcis. and in any 
I'asc theie is a tcndi'ncy among Ihe people 
to see wellare, not as Ihe nghitui due ol 
those who are londcrcd disadvantaged hy 
unequal social and economic' eiinditioas, 
hut as munil iceiiec transient as ail chanty 
It has hecii lepealedly said, and dinned 
iiiio the minds ot the benelieiaitcs, that 
w't'llare sclicnu's arc* eoneessions given to 
the unreasonable blackmail ot the 
undeipt < vilc'gc'd. against the c ommon sc'nse 
ol economic rc'ason Thoguillthusindueed 
IS the siiiest wc'apon against ariv opposition 
to the wilhdiiiwal ol wellaie But ail said 
and done. Die fear ot ic'duccd populaiity 
IS theie III ('hancirahabu's mmd. fliat has 
set him on the seauli lot a publu image 
plc'iising U) llie voleis 
He IS indulging in a senes ol ac'livilie.s 
and |H)lic'ic's ui this end that arc mcani to 
gc'iierale populantv, but .lie distinguished 
fioin the populism Dial pohtici'ans ot Ins 
talher in law's geiieraiion were ac 
I usioinc'l lo It IS m'l iiist that he !ic*eds 
Id ii'sioie his populanty aflei having started 
Ihe dismantling ol wcIlaie .scliemes There 
IS a bigger need ol the Times involved, 
and that is what makes ii rrlevani lo uui 
puiiwise how does the ieiidet in the image 
ol a c orporate executive esiabli sh held on 
popular imagiiialion'' fo abide bv the 
iainiewoik sol by the dogma that the 'state 
should be lacilitalor and not piovidcr'. 
and at the sanx' tune overeoim* the handicap 
ot invi.sibilitv that a ineie taeilitaioi would 
sutler liom which could be latui in the 
elec lor.il arena, f 'handrahabii has pmpexsed 
the nuxlei of an activist lacilitalor it is 
desenbed as taking governance to the 
per.pic* hut it is more ol taking htmseli, 
or lallx’r his image, to the pc'iipic Taking 
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governance (o the people can only mean 
greater dot entarlisationol governance, but 
what Chandrahabu i.s doing in (act is in 
ascnsegn'utci centralisation, lot Insbiand 
ul adniiniMrativc activism concentrates 
the image ol governance in one person' 
hinisell li taking governance to the people 
IS what he actually wanted, the least he 
could have done ts to give honest expres¬ 
sion to the spint ol the 73 and 74 C.'on- 
stitution aincndincnis But his program¬ 
mes. on the contiary barring only the 
water useis associations set up by statute 
and cmpowcicd to paiticipate in the 
management ol local irrigation systems, 
side-step the local bodies completely and 
set up the chiet minister and his party at 
the centre 

His partymen arc also making a lot nl 
money in the process because Cliaiidra- 
babu's activist governance has involved 
giving niial works contracts under the 
JanmabhiXimi piograinnie on an inloimal 
basis - on the plea ol encouraging the 
‘people' to undertake ihcii own develop¬ 
ment hut while C'oiigrcssmen aic crying 
hoarse ahoiil this because it allccts their 
own money-making opportunities, what is 
mure signilicant about the exercise is the 
seaich being made by C'handrababu lor a 
voic-gathei ing replacement, suitable to the 
changed Times, lot that much dciidcd 
thing called 'populism' Iliat may come 
in u.se to Congre-ssmen, tixi. in the days 
to conic. 

llicie ts nothing pci se wrong in ihc 
govemineni encouiaging sell-help. It the 
chiet minister wishes to go around 
enc ouraging the people to clean then slieeis 
and tepaii the damaged compound wall 
oi the gram panchayal olfice or ''illagc 
.schiKil. iiimselt holding a hciplul bioom 
or spade till Ihc 'I'V cameras leave, oi it, 
as in the Janmabhoomi proginmme, 
villageis are encouiaged to pool resouices 
(or local woiks to the luiie n( 5() per cent 
ol Die cost in the c.ise ot small woiks. and 
30 per cent m the case ot big isoiks. uith 
the govcinmcnl undertaking to supply the 
remainder, there is no i cason tocaipabout 
It iiK'relybecausc it may make C'handrababu 
more popular, or merely because in some 
places, in the guise ol the people's 
contiibution. some losal TOP contractoi 
coms's lorvsard and puts up the people's 
shaa' and makes a neat piotit out oi the 
whole thing The ciilicisni ol all the 
political toimations in Ihc state troni the 
<^'ongre.ss in the exiieine lelt. that all this 
IS a popularity gimmick, 's besides the 
point Being in politics, he wants to be 
popular, like all ol them And .so long as 
he does not uo po.sitively haiinlul things 
loi becoming jvipulai - such as pulling 


down other people's places o( worship - 
there is no point is caiping about the desire 
lot popularity as such. A truer cnticism 
would be that the activities arc actually 
icsuliing in greater centralisation of 
governance, and a truer warning to the 
people would be that this activity is 
intended as a substitute lot the weltare 
rcsiHinsibilitics of the state, which aic 
being gradually given up as a matter ot 
pohi y It IS not that whatever benetit oi 
use the people get fnim Chandrahabu's 
schemes is necessarily illusory ui only 
hcneiicial to the rich. 'Thai is not the i asc 
It IS iliai wcKaie, however meagie. has 
always meant at lea.st a nimimal icdistii- 
bution ot resources Facilitation, even the 
acliv ist lai'ihiaiionol Chandrahabu. means 
on the other hand help icndeicd on the 
basis ot the existing distiihuiioii of 
icsources whose inviolability is Ihc holy 
cow ot today’s tilling development 
philosophy .Since the welfare stitictum is 
not yet totally disbanded, this distinction 
IS not yet apparent, but it will sihiii be It 
IS not the ca.se that such a lacihtation on 
the basis of existing dcstrihution ol 
ic-souiccsbcncfitsoiily the well todo I'hat 
loo IS not the ca.se. and thcrclore such 
lacihtation need not at all be unitormly 
unpopular Nevertheless Ihctc is a 
qualitative ditterence in the change ot 
emphasis trom wellaa* as some minimal 
icdistnbuiion of resouices to l.icilitaiioii 
as help given on the basis ol whatcvei 
icsouiccs you have 
Foi instance, tf there aie irrigation 
viurces in your village and you aic a user 
(not necessaiily n big usei), you can 
partii ipatc in ihcii management through 
the walei users association hut il you have 
no IIligation wain available tor your use 
and you wish to sink a boiewcll so that 
you may turn yout dry strip into wet land, 
but aa* too pcxir to pay the elcclritily 
charges at lull cost and iherclorc expect 
the govei nment to supply electricity cheap, 
then the answci you get is nothing doing 
The tael dial in the Iasi few decades 
irrigation in Andhra Ptadesh has grown 
mainly because ot well water expansion 
aided by cheap power, and that this has 
given (wo squaie meals <i day and pci haps 
a little besides to lakhs ot lower middle 
cl.nss ta.ming lamihcs in the Tclangana 
and Rayalasecma regions (precisely the 
kind ol families that C^handrababn's used 
to be about lout or even three decades 
ago), and that not only is the new powei 
policy that the user pays all going lo put 
an ahiupt end lo ihcs expulsion, but theic 
may in fact be a iciardation. with wet lands 
going dry because many picseni u.seis 
cannot atfoid to pay the full LO.st chaigcs. 


i^'evidently a matter of no aincem to the 
prescribcr.s of policy. This is not an 
argument lorendles.s supply ot veiy cheap 
power to all rural users. There could be 
a giadalion ol prices But a general 
(jhilosophical assumption that re.soutces 
will he etficicntly utilised only when the, 
user pays the co.st is a different thing’ 
altogether 

Notwithstanding the difference. 
C'handrababu is gambling on whatever 
popularity the 1 actiuaiivc activism is likely 
lo bring him Another gambit he is boldly 
trying out is to contrast his own .seeming 
dynamism in hopping from village to 
village and town to town inspecting the 
dusty insides oi dilapidated rcvenueiccord 
looms or testing the strength ot a tank 
bund that probably last saw repair hetorc 
the sun set on the Btitish enipttc. with the 
proverbial inertia ot iivil servants The 
gambit has made him unpopular with civil 
scivaiits. hul quite popular with the people 
most ol his programmes involve the 
olficials visiting villages in the vonipany 
ol MLAs and ministers and holding 
themselves open to complaints and ques¬ 
tions trom the people in the ccnsoiious 
pie.senceol the Icgislatoi s who sutcesslully 
act as it they ate m no way lesponsbiie 
tor the stale of atiaiis This is one sure 
wayut becoming popuIai inaLOuniiy like 
India when, the avciage vivil seivaiu is 
raiely available even tor suppheatmn. lei 
alone conipiaiiit oi viiticism I'liis is 
pet haps one thing rhaiidiabahu has learnt 
trom Ins (alhcr-in-luw who put to the best 
populist use the lesenimeiil Loinnioii 
people have loi the otliciaklom Me 
munuged lo make people loi gel that poli¬ 
ticians arc ns much icsponsible ioi the 
kindoi civil service wo havcinthccountiv 
And the son- in-law has taken the cue quite 
well 

There is palpable tension n the in¬ 
congruity between the present rimes as 
del Hied by liie Woild Bank and other 
policy pic.sciibcis loi (he llutd world, and 
expectations of social and economic 
dcnuKiacy buttrc.s.sed by the possibilities 
altordcd by political deniociacy in India. 
'I'ho likes ol the crally C'handrababu. of 
whom there aic quite a tew in Indian 
politics and public hie aic on the scan h 
loi ways ol overcoming the tension to the 
advantage ol then viewpoint Will (hey 
succeed, and it so on what terms, with 
what soil ol a redefinition nl demociacy. 
and it not. which of the (wo mutually 
incongruous terms will prevail to what 
extent, oi what kind ot a cancciuns body 
politic w'lll he left behind, are questions 
kii die immediate luiurc. Not questions 
lor contemplation, but positive action. 
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Language and Politics 

Status of Urdu in India 

M N VenkatachaHah 

0 

On paper Urdu enjoys constitutional safeguards designed to protect 
minority languages. But in practice, state apathy has shrunk the 
sphere of Urdu. Urdu should he piotected not only as a part of the 
cultural rights of minorities hut also because it is a culture and a 
civilisation in itself. 


LANGUACin has always been an emotive 
bond in human societies Urdu language 
has had its special place in India Uidu 
language conjures up and inspires senti¬ 
ments and thoughts from the sublimity of 
the mystic to the lomaiitic and the earthy, 
of pcriumes, of camataderic, of music and 
life's \> istiulness and of a whole range 
<>l human lelaiionships Its rich litera¬ 
ture and loR‘ IS a tieasiirc house ol the 
noblest thoughts on life's mvstciics Urdu 
IS not simply one ol the languages of this 
) .luntry It is a cultuie and civilisation in 
Itself 

Today this gieal culture needs urgent 
measures tor its very suisival A learned 
auilioi lamented “no authentic information 
IS available about Urdu language or 
education Neithei the goveuiment nor 
any private educational body has ever 
tiled to conduct any reseatch in tins field 
(.In the contrary, at let independence, 
attempts were made bv every govonimenl 
to erase Uulu " He adds, “inicicstingly, 
even in Utdii medium schools subjects 
like science and maths arc generally taught 
III Hiiglisti or the regional language The 
main reason lor this is lack ol adequate 
'lentitic vocabulary in I 'rdu I 'rdu is the 
^medium ol instruction only for social 
science suhjeci.s, like history and 
geography, etc ” 

This is remini.sccnt of what an Amcncan 
committee in a report called 'A Nation at 
nsk’ said ol Amencu's own educational 
system in the lt)8Us. It saiJ- 

Wc fcpori to the American people that 
while we c iin take lustifianic pnde in what 
nui schools and colleges have histoiically 
ai comphshed and coni nbuled to die U nited 
States and the well-being of its people, the 
educational foundations of our siKiety 
are pre.sently being eroded by a rising 
(tde of mcdKK'nty th.ii threatens our very 
future as a nation and a people. If an 
unfnendly foreign power had attempted 
to impose on America the mediocre 
^ educational peiformance that exists 
today, we might well have viewed it as 


an act of wni As it stands, we have 
allowed this to li.ip|icn to ounsclves We 
have, in effect, bicn committing an aci of 
unthinking, unil.itcial educational dis- 
ainiament 

'Dus caution, in a sense, has deep relevance 
to the contemporary state in Urdu 
education 

I'Ir* Indian f'onstitution piotccts the 
culiutal rights of all minorities, including 
linguistic minonties (who need not 
necessarily be icligious minorities) A 
muiiilinguistiL siisicty with a hetero¬ 
geneous cultuial nii\ may find it difficult 
to provide a tan balance ol opportunities 
tor dilloicnt gioiips Selection ol one 
langu.ige as a national or official language 
may leprcsent a politically contentious 
step, especially within states where the 
other linguistic gioups constitute sizeable 
proporttonsol the population. On the other 
hand, it may not he piactieable in terms 
ol ctfic'cmy and cost to designate a 
plurality of languagcsas ‘olliciaf in .sKites 
where many languagis arc spoken and 
rciiourccs are limited Palnck 'niomberry. 
speaking of the complexities, makes .some 
very .significant remarks* 

In the linguistic conicxt, it must nut be 
lurgoitei' that in slaies struggling to build 
a iiatiuii.il ideniiiy tniin hetenigeneous 
elements, the seUvliun ot an otticial 
language may be an important symbol and 
a practiL.il nccos^.lv The issue here is 
addrcssi J piim.uily to developing 
countnes many ol which, irrespective ol 
economic problems, may not have toiged 
an identity to sustain their nationhood in 
the post-Lolonia: eia Paradoxically, 
continued nscot the language of the former 
culonidl powci m.iv prove less divisive 
than the de-ignation of one of the m.un 
indigenous languages as the national or 
official language in the latter case, if a 
language ‘is not characterised hy political 
neutrality, ii is uhi olten rcgaidcd merely 
as a tool hy which .1 particular language 
group seeks to extend its domination 
Quite natui.illy. this is a cause tor alarm 
among othei langu.ige communities Onirt • 


national Law and the Rights ofMmonttes, 
P IW) 

In 1975, the Gujral Committee recom¬ 
mended amendment to the resolution ul 
National Policy of Education which was 
intended to ensure a pmper place to the 
mother tongue in pninary educauon ol the 
child. 

The status of lirdu in India needs to be 
evaluated more realisucally and in a mood 
ol generous recognition of its great 
civilisatiunal content. There have been 
.statutory efforts by the state ol Uttar 
Pi adesh to accord I Indu the status of second 
ol ficia! language of the state. This has now 
become the subject matter of judicial 
scrutiny. 

Article .10(1) of the Constitution of 
India provides that “all iiunonties, whether 
based on religion or language, shall have 
the right to c.siablish and administer edu¬ 
cational institutions of their choice”. 
Article 350A, enjoins upon “every state 
and of every local .luthority within the 
.state to provide adequate facilities lor 
instruciion in the mother longue at the 
primary stage of education to children 
belonging to linguistic minority groups" 
Tfiisconstituiioiial assurance is tartiom 
realised .So' far, except in the states of 
Mahaiashtra and Bih.-ir. the position of 
Uidu docs not seem to he satisfactory 
Twenty years ago. when dealing with a 
similar issue, 1 had an (K'casion to say this 
in a judicial opinion 
The long experience ot nuinkinJ in its 
experiments with social and political 
institutions Ivas shown that though die 
enlightened tolerance nt the majority is, 
in the ultimate analysis, Ihe real and 
eficLUve safeguard ol the interests of the 
minuiity, howcvci, the assurance of a 
positive translation ot this liberal faith into 
thoughts and acts ut the community by 
legal norms is a compelling necessity 
.Such a constitutional guarantee, in pie- 
tereiice to those political processes irdi- 
naiily to be relied on to protect the minor¬ 
ities IS the dyke against the c''er-pteseni 
tendency and temptation to siiait jacket 
the human mind In this area the Indian 
Constitution-makers have been liberally 
eclectic and have drawn upon the political 
cxpcncncc of othci countnes 
The c onstitutional piotection extended by 
Anicics 29 and 30 touchesa subject which 
isoneuf far-icaching magnitude. Need for 
such (iroicvlion has as.sunicd importance 
in various contexts in difleieni countnes. 
Poi instance, under the British North 
Anient a Act. 1867, the context was the 
presciving of Ihe nghis and pnvilegcs 
winch the religious minoiities in both 
Caradas pos.sesscd as to their denomi¬ 
national schoolsat the time when theunion 
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came tmo operation The genesis ol the 
clause guaranteeing the use of the mother 
tongue IS said to be based on the minorities' 
nghts contained in the Polish treaty which 
was later incotporared tn and formed part 
ol the Constitution ot Poland In this context 
ol the attempts made in Furope and 
elsewheic to prevent the lingatstK. oi 
religious ininoiity liom using or studying 
their own language, the nght to use ones 
own language came to he regatded as a 
cliLssical nght of the minoiities 
Aniclc 27 of the International Covenant 
on Civil and Political Rights (IC('PR) 
i %(i loquia's that, “in iho.se states in w'hicli 
ethnic, religious ot linguistic minoiities 
exist, fiei suns iK'longing to sucli intnonlics 
.shall not he denied the t ight, in coniniunuy 
with tlieolhei menihcisol then group to 
enjoy Iheit owm culture to pioless and 
practise then own leligion. oi to use their 
own language”. Article H ol the Inter¬ 
national CovenanI on Ivconoinic, .ScKial 
and Cultural Rights cii|oins on the slates 
to recognise the nght ol eveivone to 
oducalKin ami to uiideitake to base tes- 
pc'ci toi ilie liberlv ol paienis to choose 
.schools lor then chiMien and to ensure 
the religious and moiul education ol ihcir 
children in conloiniilv with then oan 
convictions 

As to the conditions m Uttar Pradesh, 
a learned author Ather I aiouc|ui wiites. 
About two iioio IJtdii-spc.iking people 
live 111 I'P Theic IS a provision loi 
appealing lor the |unioi high school lesel 
cxaniinalum in the I idu mediuia in the 
state, hat the iiunibe: ol such studenis is 
very sin,ill This nunibci was below .StH) 
in i‘)K2. as c'oinp.iicd to neatly 40 0(K) in 
Hih.ir III the corresponding ycMi b.ven in 
the Musliin-dcaninatc Jrcgions III UPmost 
students opt t<>f the Hindi medium Theie 
IS only one l.'iJu medium lunior li<gh 
schiMil III disiriei lladayun Only three 
girls fioni this school appc.ucd lot the 
junior high school esamiiution in 1987 
This minibcM ledueed to two in I9.S8 In 
Muradahad distnc t onl y t wet gii Is' sc hools 
provide education thiough the I'niii 
medium IVopicrunning the Muslim |iimoi 
high sehiHtls conicss that Muslim stu¬ 
dents pteler Hindi medium to Urdu and 
a si/,cable iiumhei ol Muslim parents 
takctlicir children out ot l.'idu iiicdiuni 
schixils and .idnnl them in Hindi inciliunt 
selxMils 

Urdu IS, however, not the iiiediuin ot 
education in UP .Schools which piepare 
their siiidcms loi junior high school level 
cx.imination m Urdu in tact, have Hindi 
as a inudiuni tor all llic .subject Uidu, in 
these SI hools. i.s taught only as a subjexi 
Te,iehcrs c apablc of teaching through I lulu 
medium arc genciallv not available in the 
slate tUrJu Educ.ition in India - Pour 


repiesentative Statc.s* EtonontU and 
Political Weekly, April 2, 1994, p 784 ) 
'I'he richness ot Urdu culture needs to 
he restored to its pristine glory The wealth 
ol Its liieralure should be available U» 
those who do not know the scnpl. A 
suggestion ha.s been made to have the 
I Tutu c lassies made available in De vnagan 
sc'npt So ts the need lor a comprehensive 
Urdu dictionary Protection ol culture 
means pniieclinn oi language which is the 
medium ol that culture 
'Hie judicial task tn protecting iliecultuial 
iiglusollhenunonliesisefteciively stated 
bv the Supteme Court 
So long as the Constitution stands as it is 
and IS not alteied it is, we conceive, the 
duty ot tins Court to uphold tnc Itinda- 
nKrital rights and thereby hoiioui oui s,h.red 
obligation to the minority eominunitics 
wlu' are of our own. Throughout the ages 
encliess inundations ot men ol diverse 
ciceds. cutUiics and laccs \iv.ins and 
mm-Aryaris. Diavidi.ms and Cliinese. 
.S( viliuins, Huns, Palhaiis and Miigh.ils 
h'lv e i.omc'lo ihu .ineient l.iiid I f oin dislaiit 


regioms and climes. India has welcomed 
them all They have met and gathered, 
given and taken and got mingled, merged 
and lost in one bexly. India's tradition has 
thus been cpitomi-sed in the following nohlc 
lines. 

‘None shall be turned away 

I'lotii the shore ot this vast sea ot humanity' 

That IS India' 

Today we arc going through a pci lod ol 
swift change leonoelaMic winds are 
sweeping over all our institutions There 
ts a general an ot irreverence Disillusion¬ 
ment with oui institutions ol governance 
and deinociucy has generated an air ot 
di.stiust and cynicism Theie is dis- 
cnchaninienl with life itselt Urdu and its 
rich eultuic has its own enchantment with 
iitc and Us beauty One hope's it will be 
the iiuihinger of a leiiewed enchantment 
with Ilie 

I Pitv Is a icviscdvcisituiol ihc inauj’ui.il addiiss 
‘.Slaliis III llidti and Ollu'i l.iiiguisiii. NIiniMilirs 
in Indian i‘iilitv piosciikd at a syiiiposiuiil 
oipanised on Ajsiii 16 IV'i') lo iiiaik Ihc rold'-n 
luhikc ol l.iiiii.i-c I'l.lii Mi.miIi I 


Winter School in Quantitative Economics 

The Standing Committee for India and South Asia of the Hconometnc 
Society and the Policy Planning Research Unit (PPRU) of the Indian 
Statistical Institute, New Delhi aie organizing a winter .school in Quantitative 
Economics between December 3-10,1999at ISI. New Delhi The winter 
school will have two components The first component will consist of 
expository lectures on recent developments in specific aroas by Jacques 
Dreze (CORE, Universite Catholique Louvain), Enc Maskin (Harvard 
University) and John Rust (Yale University), and local faculty members. 
The final component of the program will be a two-day workshop Papers 
submitted by the participants will be screened and about 12 papers will 
be selected for presentation Eacti paper will also be sent to one of the 
invited speakers, who will be requested to act as a discussant 'or the 
papei 

Anyone interested in participating in the winter school is requested to 
write to Bhaskar Dutta. Indian Statistical institute, 7 SJS Sansanwal Marg, 
New Delhi 110016 Applications should include a copy of the vita and 
research papers if available, and must bo submitted by September 30, 
1999. Preference will be given to young faculty members with some 
evidence of published work and Ph.D students who have made some 
piogre.ss in their dissertation Students should also enclose a 
recommendation letter from their supervisors Anyone who is interested 
in presenting a paper in the Workshop must submit a full-length paper 
by the due date. Abstracts will not be considered. 

The PPRU will provide accommodation and food to att participants 
coming from outside Delhi Participants may also request travel grants 
if their host institutions do not provide any financial assistance. 
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Quit WTO: Agenda for Mid-Term 
Election 

AKRoy 

India's major parties are agreed on accepting privatisation. 
Itheralisalion and globalisation. Economic rejoims are not only alien 
to the ethos of India’s freedom movement, thev have turt brought any 
practical benefit either. Perhaps the mid-term election should be 
converted into a referendum on ei onomic reforms 


THF. National <”on;>n'S.s has already 
become ‘niultinationur. now the new 
patent act ha.s shown that the Ram of 
Bharatiya Janata Party is also notan Indian' 
Wmiing loiei^n capital and liberalising 
import weie not the ‘s'sadeshr conceived 
III oiii lieedoin struggle Bonowing trom 
abroad and disinvestment within were also 
not t.oiueinplatod as the way to construct 
the loiiiitiv Pile paieiil HIP and tainted 
Cc ngress have made a two party system 
IS in the I 'K. and the I iS where the govei n- 
' ineni changes but not the policies The 
ht'use IS dissolved. «*lheiwisc this new 
team had many common agenda m hand 
as opc'iiing ol tnsuiance sec lor, denationa¬ 
lisation ot voal, sciapping urban cviling 
•u t and then perhaps the rural land ceiling 
loo to bring the air ol liberalisation to 
agncultuie Arevisedexport-importpolicy 
(1 Mini toi P>9*>-20(K) put KV4 additional 
Items on the ftee import list and another 
4l4undei special import licence An idea 
Ol sliatc'gic salcot public sector units like 
Kudiamukh Iron and Ore and Bhaiat 
Aluminnini by floating global tender was 
also Moated Many ol these common 
agenda now stand sus(K'nded because ot 
' the election, but as the political equations 
emerging show, 'tie post-election picture 
will not be very diMercni il the people do 
not intervene cticcti vely in the prcK'Css So 
in the coming election loi the 13th tok 
sahha in place of ca.ste, community and 
{vrsonaliiics the main debate should be 
on the c'cciiiomic policy to dn ve a mandate 
from the people on the development sira 
tegy of the country Is the common pro¬ 
gramme otBJPandCongrc.ssirithc*interest 
of the country, it not what is the way out. 

Cione are the days cc hen Ashok Mehta 
had to face odds at home and lose his 
ministry ioi announcing abroad that India 
wa.s ready to open her doors to foreign 
investment Now the country is being 
sy.stematically opened up without much 
r i>rote.st The people w.w taken unawares 
as these economic issues were never 
debated betore nor had any party .sought 


a mandate on them Nevertheless, the 
changes am vital The concepts of socia¬ 
lisation, sell iciiaiicc and swadc.sht arc 
biMng replaced bv pnvati.sation, liberal 
isation and globali.sation in the name ol 
economic mfoim Iheviously the aim was 
import substUution mduslnalisation. now 
there is export oiiented industnalisation 
Ol mote coriccily import onented de- 
mdusiiialisation What is remarkable is 
that all these i haiigcs arc being brought 
about not coiisidciing then ment hut as 
st.ited while announcing the late.st export- 
import policy, "to meet commitments to 
the World Ti,idc Oiganisation (WTO)” 
What IS this \VTO and what aic our 
couiiiiitmcnts to it. how were they made 
and wiicn. and whether being bound by 
such commitments is not to compromi.se 
the independence and sovereignty ot the 
couniiy 

The implic.itions ol this loietgn binding 
came to light while discussing the new 
patent bill in the pailiamcnt Most people 
think ol biead and butter and seldom bother 
about tiadc and that too loreign trade So 
when a wmld body was creak'd (1947) 
alter the second wot Id war, called Gencial 
Agtcenietit on Tarill ahd Trade (CiATT) 
with India as its member, the matter did 
not make news I'hc juri.sdiction ot the 
organisation was also limited The post- 
colonial world that emerged was also 
diilen.'nt w ith a soi alcst camp countering 
capitali.st hc'gemony The GATT used to 
sit in dillerent pails ot the world to settle 
disputes connected w iih the trade ot goods 
Seven such iound.s ot talk.s were held But 
in the eighth round in 1986 held at Punta- 
del-Ii-stc ot l'iuge.4y unexpectedly pio- 
posals wc:c made in the torm of Annexes 
lA was on Tiadc-Kelated Investment 
Measures (TRIMS; IB onTrade in Service 
(GATS) and IC on Trade Related Intel¬ 
lectual Property Rights (TRIPs) thus 
annexing all aspcc ts ol the economy whic h 
include patent, instiiance, hanking, agn 
culture, etc Tlic pioposals were opposed 
by the developing cc'imtries led by India 


and Brazil and no decision could be taken. 
Ultimaily it wa.s loti to the chairman of 
GATT, Ai thill Dunkcl to prepare a draft 
tor discussion Tlie dial! was completed 
in December l‘WI, coinciding with the 
dissolution ot the Soviet Union and the 
unipolar world that emerged accepted that 
drait (April 15, 1994) under the shadow 
of Super 301 and Speeiul (0| ol the US 
trade act Aftei the dratt was accepted 
subduing all resistance GA IT was dis¬ 
solved (January I, 1995) giving birth to 
a new world ixidy. World Trade Orga¬ 
nisation (WTO) or New GATT with 132 
countries indudiug India but without 
Russia and China with its head quarters 
at Geneva Tins new body, unlike GA'IT. 
did not become a voluntary lorum tor 
pursuation hui a legal entity empowered 
to prosecute and punish and India has 
alieady been accused in two ca.ses within 
this short tune 

What IS siiiprising. beloie signing 
meinbershipol this new world body. Wl'O. 
thea' was no debate in the parliament or 
discussion in the country peimitting that 
At that time the country was ruled by the 
Congress government and the then 
c oinmek'e uii ni sU'i Pranab Mukheriee lust 
signed the document and then reported the 
signing to the parliament pledging help¬ 
lessness saying (December 16. 1993). 
"while India h.id initially not been in favour 
ol inclusion ot trade related intellectual 
property rights in the sc ope* ol the I Uruguay 
Round. It had ultimately to go along with 
the re.st ol the world i oniiiuinitv” Thus 
India became a membc'i ol WTO with 
most of (he Indians not knowing what it 
IS Interestingly the BJP then in opposition 
was opposed to WTO and Atal Behan 
Vuipayee, the leadei ol the opposition sent 
a memoiandiim to the pn'sidcnl saying 
that to become a mcmbi’r ol WTO was to 
subordinate the laws of the country to 
some loreign laws and I hus toe onipu <inisc 
the independence and sovereignty ol the 
country. Alter coming to power, the same 
Vajpayee, as prime minister, followed the 
WTO path even more aggressively as 
proved in passing the new patent bill even 
bypassing the law comnn.ssioii This along 
v'lth yielding belore Bnron eatlier shows 
that the local botiigcoisie, whether traders 
or capitalists under the leadership ot BJP 
or Congress!I), cannot stand up to the 
pressures ol intematiunal capitalism 

IIc'iiNoxiv Posi-WTXJ 

The results ot WTO membership have 
been disastious lor the country Altei 50 
years of independence we now find (hat 
our parliament is not .sovereign to enact 
laws suitable for the country but must 
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legislate in accordance with ‘commitment’ 
to the WTO In the past India lost Ireedum 
not to any toicign invadci hut lo a trading 
urganisalion. Hast India Company, and 
this company rule continued tor a long 
time It IS as il the same company rule is 
returning and again u ith the help ol our 
own ruleis So when the new patent bill 
was debated in the parliament there was 
no argument on its merit and on hem it 
was more beneficial than the older one ot 
1970 but on ouriompulsion to tall in line 
with the WIO liecause ot TRIPs It niav 
he rcmenihored that ttio Indian Patent Act 
ot 1970 which replaced the old colonial 
lawol 1911 was an ideal law tor developing 
countries based on process patent and not 
product patent and with a shcwtei |x:riod 
This law helped oui agrieultuial lesearch 
and led to the rapid di'vciopmcnt ot drug 
industry At the time ol i ndcpendencc India 
used lo produce hardl> Rs 10 croic worth 
ot drugs keeping the country dependeni 
on inipons lor 80 pei vcnt ot its •‘enuiie- 
nieiu But alter the paicnt law ot 1970 the 
drugs becaine cheaper and the country 
hc'camc nearly sell-sulfieient pnidiicing 
drugs worth ks 5,IKH) ciore and even ex¬ 
porting drugs worth Rs 1,500 croie Now 
all tliesc adsjiiluges w ill go with the new 
enactment to keep ‘cuiiimitmcnts to W'l't) 
Similarly the service secloi ot the 
economy - banks, insurance, etc - is to 
be opened to foreign investment whether 
that IS in the interest ol the country ot not, 
because of CiATS and TRIMS ol WTO 
Already toieign bjiik'> aie opeiating m 
India, draining money and oiganisnig 
scams Now the eye is on the insurance 
sector It should be rcnieiiibeied that at tiic 
time of independence ?4S insurance 
companies were in operation and between 
1944 and 1954 some' 25 companies dis 
appeared lakingtxilicy holders' haid earned 
money The business was in doldrums 
which led lo the nationalisation of Lite 
Insurance (LIC) in 1956 and General 
insurance (GIC) in 1972 Since then 
starting with meagre capital ol Rs 5 i.iorc, 
this sector made gmat progress contnhuiing 
about Rs 1,00,000 crorc to the Highth 
Plan In 1995-96itscIfLICgaveRs I3.5(K) 
crore The comparable figures tor LIC ol 
the year 1998 and 1957 in rupees ciore 
are as lollows business 63,617 69 and 
519 26, premium 19,252 01 and 88 65. 
incomcducloinvesimeni 1 l,2%and 19 I, 
investment in the social sector 62,068 and 
8 0, dividend 198 35 and nil. This ready 
a.sset IS to be made available lo the foreign 
companies It mav he pointed out that 
tiMCign insurance companies are in bad 
shape III thi'i*' own '.ountnes as in the I KS 
and the UK and are in search ol virgin area 


tor noui ishnicnl and India has been found 
most suitable lor that. 

In the same way coal is lo be denalion- 
alisccl Coal was nationalised in 1972 and 
19 73 losave and develope this \ ital encigy 
sectoi ol the country which the unscrupu¬ 
lous ow'iieis and mafias were dcstmying 
lor cjuic'k prufii without investment by 
slaughter mining Production incieasecl 
liom 75 million tons in 1974 to 300 mil lion 
tonsin 1998 Tills sec loi istobcpiivalised 
to get I 05 billion dollar loan from the 
Will 111 Bank What is more, iollowing the 
piescription ot WTO the impoit duty on 
loteign coal was reduced from 85 |h .'1 cent 
in 1993 lo 35 percent in 1994. to 20 pet 
cent in 1996 lo 10percent in 1997 while 
the Ireight and duties on domestic coat 
were im leased, thus helping the loieign 
coal to Hood our market So our c-al has 
become* ‘suipliis’ and BC'CL had tot educe 
Us production Imm the target ol U mn 
tons to 27 mn imis while even liU years’ 
picKluction was 29 mn tons, mcie.t .mg the 
loss dtid making it sick again seeking a 
bc-d 111 niPR The situation is even woisc 
in fiaslern C'oaifield Ltd (KCl ) where 64 
collieiies, I c, 50 percent ol the total, ate 
to be cicised leaving 72,(KK) woiki'is un¬ 
employed. It IS the same story loi sleel. 
another Lore sectoi In 1975 out ambition 
was lo cnu’ige as the piemiei steel pro 
due mg couiuiy in the wot Id .illaimng 1(H) 
mn Ions by 2(XM) AD lor whic h we had 
everv potential availability ol best quality 
iron ore. limestone and coking coal W'c 
all* approaching that year unci our 
production has stopped at 25 mn tons and 
5(' percent ol that tCKi by secemdary route 
aiicl there is diiection to reduce steel 
production as steel has become ‘sinplus' 
due to the opening up to loreign steel to 
capliiieoui maiket taking advantage ot ihe 
recluction of imiKirl duty as pei the direction 
ol WTO whieh. ol ccnirsc. eould not save 
our steel Imm anti-duinping duty in the 
US when it attempted to teach its inaikct 
Similaily out (emlisei plants at Siodu, 
Talchrr, Baionc aieclosedoi beingclosc'd 
while urea is being impoited from abroad 
following the WTO path In 1999 the 
linance niinislei of India started Ins budget 
speech retelling to the ‘collapse ot the 
centr !ly planned economy’ Buievetitlum 
he had I'l accept that the cundilioii ol the 
market economy was no better “The hast 
Asian financial crisis look a heavy toll ot 
imporiunt economics in the region and 
spread to other countries Japan c ont inued 
in recession and in August 1998 severe 
crisis atllictcd Russia By January 1999 
contagion had spread to Biazil tnggenng 
massive capital flight. Ilie win Id output 
growth dropped below 2 per cent, the 


growth of world trade decelerated sharply. 
Cut rencics were savaged and capital flows 
to the developing countries declined 
sharply " Thus globalisation has failed 
gkibally. The great Asian tigers, the models 
of WB-WTO, arc reduced lo pu.ssy cat 

I'he condition ol India was even worse . 
During Ihe .seven years hetorc the advent 
of ‘relorm* the average annual rate of 
mdusitial growth was X 5 per cent which 
came down to 5 5 per cent in the next 
seven years Similarly the growth of 
agricultural produce di'creased Irom 3 5 
pei cent to I 5 percent making the country 
dcpcnitenl on impotted iocidgiain again 
The pcicentage below povcity line in 
creased horn 29 5 per cent to 40 pei cent 
Instead ol boosting expoit. it incieasecl 
irnpoit 'Ihc balance ol paymenl position 
lemainecl coniinuously untavourable 
liraiiimg 23 billion dolluis and in 1998- 
99alcmeS 5 billion dollars Between March 
II. 19 >1 and Sepiember K). I99 h the 
I xleiiul debt :ncri*as»‘d liom 8 \ 8 billion 
dollais to 95 2 billion dolKiis with total 
loan ol Rs 9.1(1,(K)0 1 lote i e. 55 pi'i cenl 
ol thcGDI'anddcblserviiiiigal RsKK.iXH) 
eioir and tresli loan and ie.ilisaiion al Rs 
79 055 cioii'. the countiy is m a di'bt trap 
In the past we used lo take loans ti* start 
iiidiistiic’s and to give employmerit Now 
w-e aie taking loans liom WH to close 
inilusliiesandicnioveeinployc*esmitiuting 
,1 new industrial policy. 'debt tin.'ineed de- 
industiiabsalioii', 

Oneinploymein.Iiorr I'”!! to 1995the 
gtowth I ale dwindled m Ihe public sectoi 
tiom I 5 lo 0 6 per cciii I'allinc' einploy- 
iiicm wasalso u world phenomenon pulling 
down eoreseivalive govemiiwiits troni the 
UK, I'laiKe, Italy and Geimany The 
diic'clor-geneial ol ILO. Mic hal I lansc'nnc 
w.iined 111 the Win Id fimploy meiit Report 
1998-1999. "'llie global employment • 
situation IS gum and getting giimincr" Is 
It economic relorm oi eennomic disaster'' 
The collapse ot cenlrally planned economy 
was a political f ui lui e wine h occun ed ev en 
when Us growth rate was more than that 
ol the 'tiee' economics and bceaiiie worse 
altei becoming ’tree' as in Russia now. 
But the erunipimg of the tnuiket economy 
and that uki in a unipotai svoi Id has no 
explanation except that It has exploded the 
myth that ‘market knows the best’ 

Ll (!AC Y ni- I-RhUMIM MoVIMI NT 

111 fact, Wl'O pact is like ‘subsidiary 
alliance' ol Loid Wellesly to extend the 
giip ot Hast India Company throughout 
Inciia aftui Plasscy (1757) It has a 
philosophy which injects servility and puts 
money and self ovet man and society It^ 
talks of competiliim which without 


1662 


Economic and Political Weekly June 26, 1999 j 



safeguards in this unequal world will lead 
to the permanent supremacy ot the 
developed. Privatisation will tighten the 
grip of individual money power over 
society Liberalisation will give control ot 
themt^etol the less developed by opening 
the gate Globalisation is based on the 
ileception that due to the development ol 
communication technology the world has 
shrunk into a global village tor all Rut 
with the gap between the rich and the poor 
on the increase and the stiong swallowing 
the weak in the neu ordci ot savage 
capitalism lejecting even its wcltaiemixiel 
It IS definitely not the same village wheie 
■he develo(K'd and developing countiies 
live It may be noted that India's licedoin 
movement, though it cliainpioiied 
swadeshi, never encouraged seclusion 
Nehru wioic in I9.tT “Whithc« India"' 
Suiely to the gicat human goal ol social 
aiul economic uqualiti. to the ending ol 
all exploitaiioii ol nation hy nation, class 
b> class, to national Ireedoni within the 
tiaincwork o! an international co- 
opeiation. sik lalisi w«i Id ledeiation " Rut 
llui 'socialist woild lederation'. lust 
lonceived hy Maix some I St) years ago. 
IS lolally dilleieni (mm the WB-WfO 
sponsored neo-coloni.il globalisation to 
suit and help global splintaluin hy llie 
ucst Hie real moll St lioconies clear liom 
the fact that institutions like WB. IMI*. 
WTO. eie. aie the (iiianciai bixlies which 
give loans aiui help in tiade llt<w does 

II mallei to them vshelhei a couiitiy 
nationali.ses or piivatiscs its industry or 
lollows socialist Ol capitalist path ol 
lies elopmciif' But theyaie nioie interested 
m these matters They woik inoie as 
political boilies than econoniie. torcing 
nations lo follow a particular path of 
tIeveKipmeni ensiiiing uiihiiideied 
exploiiation by the west 

It may be reniemhcied that India's 
I icedom nio\ eip.’nt w.is ncvei a incie tight 
lor power, the goal ol siK'io-economn 
einancrpation was always a part ol that 
(iandhi talked ol tree India where “tiu' 
|K)oi will enioy the same powei as the rich 

III the land" He traik a vow to “wip»’ every 
teat Itom every eye” Tagoic dreamt of 
tiee India where "the iiiind is wiihoii, feat 
and the head is held high, where kmiwledge 
IS tree" "Would this he possible following 
WB-WTO path without curtailing the 
money power ol iht lew’' There is a 
pi oposal todisinvest Rs 10.U00 croie w'orth 
a.sscts by the public sector units (PSHs) 
and fonts gradual liquidation Public sector 
was conceived even helore independence 
along with national planning in 193K when 
Suhha.s Chandra Bose" was the C!ongtess 
president. In his words “We cannot leave 


it to private mitiati ve to solve the economic 
problems If we leave ittopnvate inilialive 
to solve the problems of poverty and un¬ 
employment It will take centunes. Thcrc- 
tore. India is m favour ol some sort of a 
socialist sy stem i n which die slate will take 
over the respoiisihiliiy for solving econo¬ 
mic questions " In A Short History of the 
VVrrr/dappieciating llic Soviet experiment 
on planned economy. H G Wells wrote. 
"The older system ol private profit 
capiuilisin was woiking badly. The word 
planning spread throughout the wot Id By 
19.3.^ no self lespecting staie.sman was 
without a plan " 

Alter indc|ieiuience the public .sectoi 
came into exisn nee and its number iii- 
c I cased 1 1 on i S i < > 2 46 and in vest nicnl I ro ni 
Rs 29 cioie to Rv 1,64,332 ciore Now the 
P.Sl Is are on sale Once we saved Imm the 
budget and inaitr national assets Now wc 
aie selling assets to meet budget delicit 
Coiiltary to the impression that PSUs I'at 
into national s.ivings. they earned piotils 
o( Rs 9.o‘)'> cinie in 1997-98 and are 
expectcdiocMinpmlitsol Ks 13,723 ciore 
this ycai 

.So the NkTt) WB advixatcd economic 
model pioposing privatisation, hherulisa 
lion and globalisation is totally against the 
peiceptioiiol the ticedom movement But 
IS ii inconloi matidii without Constitution'' 
It has hecn aiiniainied in the pailiament 
that acts like Indiisii les tDcvelopmcni and 
Regulation > Ad ilDRA), Monopoly and 
Resirielive Tiade i'lactices Act fMRTP), 
boieign lixe liange Regulation Act (FKRA) 
etc. will be aineiulcd to suit the ‘modern 
compc'iitive law' But all these acts have 
toots III the ('(Misiiiution Hicy emanated 
I rom t 'hapterlV’ ol tlieC onstitution dealing 
w itli the diteclive |>iiiieiplcso( slate policy 
wlicic 11 ) Aitiele ^.S( 1) directed the state 
“to minimise mequaiiltes in income", 
(ii) Article V)(b)cliroelc*dthe state lodis- 
tiibute' ow net ship and coniiol of mateiiul 
resoun es', and (ui) Article 39(c) dircc led 
the state lo picveiil “the conccMUralion o' 
wealhet and me ms of production”. Betoic 
rcwniing tlie law-, the Constitutum w'lll 
leave to be' leiasi on WTO line It may 
be noted that the clireefive principles ,iie 
not ctifoucable bv any couti but going 
directly acaiiisi the directive principles 
can be pievenietl by the court Several 
writs arc already pcmlitig helore the 
diflereril liigb coiiits ot the country and 
the Supienie Coml >>1 India against India's 
mcmiwisliip ol NVI'O 

C’osr UMON 

TTie social lalleiit ot the WfO path has 
hceonie even mote devastating The 
greatest damage has taken place in the 


realm of values. The .society has become 
a market or more conectly black market 
The opium ot taking help has killed the 
spirit of raking risk and independent 
development Self-c oiifideiice is gone and 
slavish mentality is bom Weakening of 
scK'iety made '.scU' supmme and over and 
above public unci private sccioi there has 
emerged a 'scll-sccioi' where greed is 
good and bonowing is best In the name 
ot globalisation naiional spn it is gone and 
the rudderless country is drowned in 
consumer isin. Clinic and corruption Toial 
apathy has appealed in public lilc, re-signing 
to late without oi tenng resistance Pet haps 
this was the condition when we lost over 
tmedom Devoid ol rruils we have started 
liking everything lon?igii-laiigiiagc. drcs.s. 
tiKid and even dogs A mudtush lornioiu'y 
hn.> again revived su|)ersiitious beliefs in 
wonder and miracle, and the educated 
elites, the 'tied' gents and 'dyed' ladies 
aic leeding milk lo lord Gaiiesh. makihg 
a mockciy oi ihe Ailicle SKA) ol the 
Coiislituiioii lo pnaiiotc scientific temper 
and lational thinking. All round deg- 
ladation has descended and we arc gelling 
Clianciiaswami in place ot .Swann 
Vivekatiicnda lot which neitliei .\yodliya 
noi I’oklitaii has anv aiitwci 
The W Ii-W ro spoiisoi cd new c'conomy 
isugainslihespintotourtrcvdomstruiigle. 
opiKiscd lo out c oncept of soveieignty and 
.sclt-icspccl and violative ol our Coii- 
stituliuii It IS also again.st our national 
interest causing dc-induslnalisaiion 
leiaiding de>elopinerit Ii has c aused moral 
degradiitiori pollutt iig c u It um and c I miinal- 
ising politics Hven casieism, com 
munalisiii are the pioJud ol sell-oriented 
ecoiioinie liberali.sin and globalisation 
which has weakened pali loiie bond within 
the country etuoiiiaging divisive centri- 
IulmI trend Such a change was biought 
about suin'pliiiously without a mandate 
fiom Ihe people The micl term election 
has given an opporiiinity lo review the 
w'hole dc velopnient I x'l there be a Oiitional 
debate on ccommiic loloiin and out 
membership of the WTD and the p<*ople 
be asked to give their veidiei. turning the 
niid-teim poll into a telercndum on llic 
vutal national issue ol economic indciien- 
dence or iiileide|H‘ndenie. bringing about 
the real polarisation oi the political patties 
and forces giving slability and a clear 
diu'ction lor the lutua- 

Sub.scription Numbers 

.Subsiiihets aie lequcsicd lo noteibeii 
Siibsc I iption Numlvcrs Mrniioncd on 
the wr.ip|icrs and quote iliese iiiiinhci s 
when corresponding with ilie 
‘iiculalion department 
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Nuclear Weapons: Demystifying 
Restraint Regime 

Gautam Navlakha 

The novemment of India shinild endeavour to bring nuclear 
disarmament hack on the international agenda instead of going in for 
a nuclear weapons build-up. Nuclear rc.straint .diould he imposed on 
It not by external pressme hut by Indian public opinion. India should 
insist on a date being set for the launching oj disarmament 
negotiations before signing tlw Comprehensive Te.st Ban Treaty 
(CTBT). 


Wni I the govomnioni ol India discai ding 
ihc polii'y of ‘nuclear anihiguity' tliiough 
a senes of nuLlcar wcap<ins tests in May 
I'l^K.ihc Indian public has been (.ompi'llcd 
logivcupthcconvenientpositionof taking 
the moial high giound without bothering 
about thccountry' s own nui lear capability 
However, now that the adventurist course 
has been taken a great deal of confusion 
leignsovertho action to be pursued Theic 
was no strategic defence leview eithci 
prior to the tests or since then Aftei the 
initial flip-flop the govcriinicnl began a 
scnesofdamagc-conlri>lexercises Prionty 
was accorded to negotiating with the U.S 
as the government simultaneously wont 
all out to woo msestois from among the 
countnes that had decided to impose 
ccononiic sanctions against India and 
Pakistan 

As part of the seemt negotiations with 
the US, New Delhi offered to sign Ihc 
Comprehensive Test Han Ticaty (OBT) 
by Scplemlier This deadline cannot be 
met now because there is no consensus on 
the signing i if the iieaty .ind beeausi' gc ik'I al 
elections arc due iiiSeptembei However, 
matters cannot be kept in cold storage 
First the US and now liance, have 
expressedeonceinovei the prospect of the 
political turmoil m Imfia (eopardising the 
signing of theCI’BT French officials told 
a delegation ot visiting Indian touinalisis 
leeently that they feared that Indo-Fiencli 
relations wouldlui 11 ‘tense’ ifthe pact was 
not signed ('learly, piessuie is going to 
mount on India to sign up and accept other 
lestraints 

In this situation, theie is need to 
demystify issues Tote.st riucIcarweapons 
only to bend over backwards to pl.tcale 
the US and other nuclear powers is a sign 
ot weakness rathei than ‘strategic 
confidence - and ot ciosion latlier than 
enhancement of' strategic autonomy' The 
CI'BT does not de-legitimise nuclear 
weapons noi disallov' the development of 


new weapons of that nature so long as 
these ate tested in laboratory conditions 
In other woids, there is nothing m the 
treaty to elevate it to the status of a 
disaimament icon Indeed, the fact that 
New Delhi alter its ‘brave’ Pokhran 
initiative c|uietly pursued .seeicl nego¬ 
tiations with Washington and as pait of 
this prot ess expressed willingnc ss to sign 
the ('TBl' ought to dispel any doubt on 
this count To sign the trcaty as part ol 
a seciet agreement with the I !S would be 
to overliHik Its multilateral chaiaviet It 
would expose the govcmmeiil ol India to 
the charge ol succumbing U. blackmail 
Nor would It encourage the nucleai powers 
to start negotiating nucleai disaimament 
The issue, therefore, is what advantage 
accrues to India if it aeeepis the US 
demands 

The demands include the signing ot the 
CPBT. theexeicise of ■strategic lesiraint' 
(iioii-weapomsation and non-deploy¬ 
ment ). acceptance ot the Fissi le Materials 
C ontiol Treaty (I'MCl) and the Missile 
1 esiing C’onliol Regime (MTC’R), and the 
mstiiulion ol an export restraint regime 
'I he fifth I unstated) demand is that 
veiilication ot compliance should be 
facilitated Since the US alone has the 
verification capability (even the Intci- 
naliunal Atomic Hncigy Agency (lAFA) 
depends on the • S in tins area), it is 
inevitable that Washington would 
have control over this pniccss It is only 
alter a ceililicate ol compliance is pre¬ 
sented to the US Congtess that sanctions 
can be ’ fled according to that country's 
laws 

Against these conditions .set by 
Washington all that New Delhi has been 
asking lor is leave tor India to have 
‘minimum deterrence’ capability But the 
IIS insists that it will not accept anything 
less than ‘zero’ nuclear weapon status If 
this view were to be accepted, how would 
India be better off as a nuclear weapons 


state under an international non¬ 
proliferation regime? Indeed, how 
beneficial would such a situation be when 
the link with nuclear disarmament has 
been severed in the secret Indo-US 
negotiations’^ The questions need no 
answers. 

The current wisdom is that the net " 
impact ot sanctions was merely $ S(X) 
million (Rs 2. lOOcrore). By no reckoning 
IS this an onerous burden If the net impact 
was only Rs 2,100 crore, the chances of 
furthei damage will but decline attei more 
than a ycai In olhci words, there is no 
pressing economic argument for suc¬ 
cumbing to pressure liom the US and the 
European Union (hU) 

Yet those who provide such manu¬ 
factured costing also plead tor India sign¬ 
ing the CTBT as part of seeiel negotiations 
with the US 'I'he nia|onty ol those who 
.suppoit this course t avournueioai weapons 
and iinquestionmgly argue tor agreeing 
to the I'.S conditions, taking the plea 
that this would not invalidate the acqui¬ 
sition ol ‘minimum deti‘iience‘ The 
pioblem of nucleai weapons will not dis¬ 
appear but become acute il no links are 
establishedbelwcc'nnon prolileiatioii and 
nuclear disarmament 

Moieovei, one will have to calculate 
the cost ol whatever has to be* given up 
Those doing the costing should consider 
not only Ihc net impact but alsci the cost 
to the economy ol the investment in 
acquisilion ol nuclear eapabiliiy any 
agreement that binds us to non-pro 
hteialion means arresting the pniccss of 
development and |H’i iiapsdisniani ling what 
has been built 

India began its nuclear weapon 
piepaiations in Uibb It we lake the 
outlay to be Rs 1(H) crore a year between 
I <>(.(> and Pokhran I, an annual average of 
Rs .SOO Cl ore between IV74 and 1994. 
and half the allocation lor the Depart¬ 
ment ot Atomic Energy and Space 
between 1995-9f. and 1999-2000, we 
arrive al a conservative c.stimaie ol that 
co.st ol Rs 19,100 ciore. To this must be 
added the cost cif developing a delivery 
system, which includes mis.sile.s, warplanes 
and submarines Add al.so the cost of 
surveillance, monitoring and secunty. etc 
The value ol these acquisition.sot capability 
could run into thousands ol crores with 
the Sukhoi warplane, singularly u.sctul lor 
nuclear weapons, itself costing no less 
than Rs 4.5(M) crore 

As part ol a post-Pokhran II el foil the 
government offered concessions to 
muitinationalfirms Hicfull valucofthese 
concessions is difficult to calculate. But 
two instances provide some insight Suzuki 
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was allowed to gain management control 
over Maruil, the govcmmeni thus loie- 
rlostng the piospect of earning between 
Rs 3.000 crurc and Rs 8.000 entre t«)r 
liquidating its holding in the company 
And the government has not moved against 
^‘veial Japanese and .South Korean 
^•rporations tor violation ol tax laws 
estimated to have cost its exchc<|uci ovei 
Rs SOO emre 

The point is that agreeing to the US 
tciins will mean writing oft an amount 
of Rs 29,200 urorc at a conservative 
estimate It this exeii ise were lo result 
in substantive gains - the secuting ot the 
iite and liberties of Hie people and the 
initiation ol nuclear-disartnanieni 
negotiation > - the pnee would be wuitli 
paying But we know that this is not 'loing 
lo happen 

Theie is no global public pressuic on 
tlie 'nuclear live' lo negoliuic nuclear 
disaimaineiil Ontheoihei hand.theAnii- 
UathsiK-Missile (ABM) Tieaiy ol 1972 
IS in )eopjidy beeaiise ol the I I.S decision 
lo build a thealie missile delence system 
the piopciisttv ol the US to unle.ish 
a ital agie*'Sion and the evpaiided 

iiiiiiegiL concept' o| the North Atlantic 
liiMts f)tganisation (NATO) Iodising 
OP the 'essential idle’ ol micleai 
weapons cull loi a liedi look al the *non- 
|)iohleta(ion veisusnui leai (lisaiinameiiC 
dehaie 

Doi”- It lollow troni all this that India 
sliiiiiUI lelain the niicle.ii option and 
exercise il ihioiigh a weapons biiild-up’ 
Stiiel) Indi.i'shiiipaining position would 
iiiipiove li It were lo go in lor woaponi- 
saiioii’ Would noi (he logic ot con- 
dueling niicleai weapons tests legiti¬ 
mise we.'ponisalioii in the absence 
ol immediate external restr.nnt'’ But 
would weaponisation enhance the 
^uuntiy’s secutity oi serve our people's 
interests'' 

The other atgumeni is that having 
ushen'd India into nnopenniicleai weapons 
powet status, the goveinment cannot give 
everything awa> lor the empty status ol 
a nuclear weapons powei Furthermore, it 
makes no vnsc tor India to sign a tmaty 
or agtee lo othci rcgiines ir it is still leit 
with the option oi ilex eloping nuclear 
weapons Again, no political movement 
in India can be su.stained it it iciics on 
exletnal agencies lorcn.sunng compliance 
with the non-piohtciaiion regime In other 
winds, the imponance ol domestic public 
picssurc cannot be underestimated it (he 
people want to ensure that the goveinment 
't India that diws not start anothci round 
advcntuiisni In tact, unless the 
sigmlicanceol interna! political dynamics 
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IS understood, the politics of nuclear 
disarmament would get defused if India 
accepted the I'S conditions. Against the 
certainty ol being worse oft than where 
we were on the eve ol the nuclear 
adventurism ol ihe government led by the 
Bharatiya Janata Party (BJP). thcie is 
unwan anted belief that (he US is sincere 
about pushing ahead with global nuclear 
disanuamcnl 

But will the goxeminent of India give 
up Its secietivo and adventuniit ways? 
Cun It be ensuied that no future govern¬ 
ment will coinpiomise the enuntiy's 
sccuiity hv deliee/ing the acquired 
nuclcai weapons status )ust as the BJP 
delro/c ‘nuclearambiguityThe laetol 
the mattei is ihai while it appears com¬ 
paratively dll I null to ensure that the 
goveinment doi's not go in for a weapons 
huiId-up by hnnging pailiamentaiy 
appioval into play, politically it would 
be a wise coiii>e 

I'he checks and balances in the system 
have eleaily hecn eroded. Democratic 
governance is conspicuously absent The 
|ub ol bunging .iMicgtc policy under 
paihamentuiv (oniiol is vital if it is to he 
leinovcd iioni tin giip ot the pnine 
ministers olfiic (I’MO). bureaucrats and 
the niaiulaiins ol ihc scientdic c.slahhsh- 
iiieni - in <-hou, Ihe seli-setving legime 
ol seciecy Ol course, parhanientarians 
aie pione In be suaved by jingoism But 
opiiiton IS visihlx ilixidcd on ihe CTBl' 
(and the l-Mfl and Ihc M'lrR) This 
provides scope loi vigoious lobbying 
against seciel negolialions with the US 
and tot parhanieni being taken into the 
govemniem ,s eorlidenec 

India can use the capahihties demon 
strated b> Piikhian II eithet to become a 
regional power acling as a gcndainie lor 
the supeipowei in to pursue regional 
hegemons lint it is equally possible M use 
the acquiied (ap.ihihl\ to compel the 
nuclear pow ei s to agici to negotiate nucleai 
disarmanien'. which was the country's 
stated goal till leieiiilx In stiaicgie lernis 
this appioikli has li.e merit ol acluaily 
reducingthie.iis l<)Wciingten.sions,cutting 
down on iiiihtary' expenditure, and above 
all makirg lesouitcs available lor 
development 

The .sueiess ol ihis appiuach would 
dcpi'nd oil ihe eiiMiion ot an iniorined 
public op'iiion ari'uing for liec/.ing 
weaponisation, calling for n'straint in 
dealings with I’aki-tan and China, and 
unilatcial gesuies towards other 
neighbours Sush a inibhe opinion would 
call loi legislative appmvai lor partici¬ 
pation in muitilateial legimcs once a date 
IS set lor the 'nuvlear live’ to begin 


disarmament negotiations. Thi-s is not an 
ca.sy la.sk. On the other hand, campaigning 
with the aid of a script prepared by the 
‘nuclear five’ maki s the agenda ot non- 
prohferaiioii suspect and ditticult to 
cnfoice m India political opinion is 
divided. 

Spotlighting internal ami regional 
restraint with some hold initiuiives such 
asopcming India's nuclear establishment 
to neighbours will help lestore the locus 
on disaimamcnt Meanwhile political 
parties should be asked to commit them- 
.sel ves to u comprehensive review of ihieat 
perception and policy by parliament and 
(he legislation committing the guvem- 
inunt to the goal oi global nucleai dis¬ 
armament and Ihe adoption of a senes 
oi conlidence-building measutes in its 
dealings with iieighbouiiiig countries 
Such an approach would imptovc 
chances oi icsiramtiig the govcniment, 
horn going .ihcad with a nuclear weapons 
progiamnie 

The coming laik Sabha elections ollei 
the goveinment a i hance to wriggle out 
oi covert oilers made to (he U.S in secret 
negotiatuiiis New Delhi can insist that no 
government lan take a nia|or pohiy 
decision pruir lo elections especially 
one over which sharp dillcremes 
prevail I'his would he a legitimate .ind 
pohlically concit couisc But if Ihc IIS 
and the id > decide to .inn-twist the govern¬ 
ment into signing on the dotted line belore 
the elei lions, that would cicate a h.ickl.ish 
which would .scarcely hcnctil the luhng 
dispensation Which is to say that it niiikes 
sense esen loi Ihe caa'takei goxemnieni 
10 declare (h.U 'le-eiigageiiienl' can lake 
place only altei (he elections 

In sum. now (hat India has aiquiied 
nucleai weapons sl.itus. the niessuic on 
Ihc government should be to link 
adheiencetoihenon prohieiationlugiine 
w'llh the selling oi a date lor gh'hal 
disarmaniciit talks by (he 'nucleai iwe' 
Any oihei course would amount to 
crowning acivenliiiism with surrendci 
While the BJP-led dispensation appeals 
lo have compromised on the goal ot 
nucleai clisarniuinenl. there is no icasoti 
why the Indian public should accept 'he 
lei ms ol cngagcmciK laid down hy the 
i;s and accepted by the scll-seiving 
'tiaiionahsts' Fhis implies that Ihe nuclear 
noivprohleiation tiealv the CTBT. the 
l•■M(’■l. etc. should be rc)ecied so long as 
the nuclear puweis do not announce a 
date lora start I'ldisarmamenl discussions 
I Tntil then an intemal and regional restraint 
legime is the bc*st bet lor keeping any 
nucleiM weapons ptogiamme in deep 
Ircc/e 
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INDONESIA 

Birth of World’s Third 
Largest Democracy 

Olle Tornquist 

While the recent elections were free and fair, the context was not fast 
and the substance was shallow, with a lack of opportunities to make 
use of the political libertie.f. The healthy growth of the world's third 
largest democracy depends crucially on the further development and 
consolidation oj the democracy movement. 


rr Wras a holing election, foi parachuk'd 
(ourndlists. Too little violence and cheat¬ 
ing to repoil, and too little knowledge to 
explain why Coinpaiativcly dcnuKTulii 
rules of the game forced much of the elite 
to temporanly compete by mobilising votes 
rather than manipulating in closed circles 
and pnivoking religious and ethnic gioups 
only lliat was a Mctoiy of sorts Except 
111 Bast Timoi, Aceh. West Papua and a 
tew other places, .stime I (X) million people 
finally felt that their vote did mattci. In 
a w ay w e witnessed the birth of the second 
rather than the third large.st demociacy in 
the world, since so many Americans do 
not even bother to cast their vote 
But while the very elections were rather 
free and fair, the context was not so just 
and the substance was shallow. There was 
a lack of reasonably equal opportunities 
to make use of the political liheities and 
many fundamental pioblems were swept 
under the cupet This will hit back and 
this IS, theicfore, wh.it we should focus 
on, if we arc interested in the prospects 
foi stability and deniociaiy 
Fust, the unjust electoral system One 
single result was nui delayed' that the 
armed foices would receive more scats in 
the parliament than the major ‘reformasi’ 
leader Amien Rais' party now seems to 
get in the open elections Further. 36 per 
cent the delegates who will later on select 
the new president arc not elected but will 
be appointed by the military and by the 
political elite in closed smoky provincial 
and metnipolitan itKims. Also beforehand, 
ex-communist as well as local parties were 
prohibited, and icmaikably many seats 
were allotted to pnivinecs where Golkars' 
machinery remained intact 
Second, the unjust preconditions While 
Golkar matfc good use of the state appa¬ 
ratuses and control of foreign-funded 
credits for co operatives and stKial safety 
net programmes, especially on the outer 
islands, selt-a.s.serted western democrats 
gave pnunty to stable gov emment through 
instant elections of 'legitime' ruleisraihcr 
than deniiKracy m terms of people's rule 


and stability through accepubic chances 
for everyone to influence politics and 
keeping track of elected politicians bor- 
cigii support fordemtKralisation was lim¬ 
ited to electoral anangements, technical 
information, and some promotion of civic 
vimics thmugh NGOs, while cntical voters’ 
education of the actual political forces 
involved was scarce and proniotron of 
denuK'ratic orgaiiisatioiis among labourers, 
far mers, civ il servants and employees was 
almost absent - not to talk of parties on the 
basis of ideas about how stK ictics work 
and may be changed Such prioiitics may 
he in line with a vulgarised version of 
dcmociacy where parties arejust machines 
for the election of elite poliiicians and 
people can rmly make some ditfurcncc 
thmugh a rnynadof .single is.suc and special 
intciest groups But it is a hit away from 
a more intonricd understanding of the 
dynamics involved and definitely, for 
in.stance, fmm European. Indian or South 
African experiences when.' broad popular 
organisations and parties were essential 
for the birth and growth of democracy 
Piedictably, on the one hand, the Indo¬ 
nesian outcome was, thus, top-down 
mobilisation of votes on the basis of 
populism and patron-clu'ntisin thmugh the 
e.stabhshcd political machines (Golkar, 
PDl-P, aiidPPP)' andthecstablislied socio- 
religious organisations (like NU with it.« 
mu|or party PKB, and Muhammadiyahi 
On the other hand, the exciting attempt 
to form a new liberal middle class party 
(PAN) - with .secular centre-left politics, 
Muslim values and reformasi-leadcr Amien 
Rais as a locomotive - pioved much more 
difficult. The students, moreover - who 
forced the elite to do away with Suharto, 
who were in the forefmnt for the refor¬ 
mation prcKess and who put pressure on 
the traditional politicians - lost momen¬ 
tum and were marginalised. And since 
way back genuine development, human 
rights and democracy activists often say 
that their attempts to help people them¬ 
selves to organise arc now distorted by the 
nco-traditional political competition 


Third, then, the shallowness of the elec¬ 
tions. This is not to agree with the many 
observers who ulk of excited masses in 
support of a weak woman and a blind man 
without real programims. The largest and 
second largest democracies in the world, 
India and the IIS, have elected and survived 
equally odd leaders. And even aside frrv**; 
PAN ’ s educated middle class programme, 
certain issues did play an important role 
in tenns of people’s expectations and trust 
III Megawati and Gus Dur as symbols of 
dignitlcd resistance against Suharto and 
peaceful improvement Without religious 
and ethnic conflicts, along old ideals from 
(he struggle for independence No, the 
major problem is rather that it will be very 
difficult loi the essentially traditional and 
coiLscivative politicians now elected to 
live up to the expectations of ordinary 
people, especially of tlic broad and essen¬ 
tially unorganised social movement aiound 
PDI P and Megawati There might he a 
rathei long hoiieyrnoon. especially if tlu' 
economy picks up a bit, but the fact is that 
voters in the new instant demoirai.) have 
been mobilised through old machines and 
tiadiiional loyalties which do not corre- 
sp'iiid with and may not be able to handle 
the new major conflicts and ideas in stKiety 
Ixt me point to foui tendencies. 

(1) The giievances and aspirations in 
F.asl Timor, Aceh, West Papua and certain 
other areas v.'cre vutually lemoved from 
the established political agenda us kaal 
parties were not even allowed in local 
elections So now the problems will rather 
popupout.side the new democratic (lame- 
work, where they may be even more 
ililficuh to solve Ikinunalcly East Tini.ir 
may be an exception if Xanana Gi >n)ao 
piovc light in “trusting the alternative 
lastitutionsofthcintcmational community". 

(2) Even the lMF'.s fundamental struc¬ 
tural adjustment piogramme was kept out¬ 
side the election campaign, and even the 
A.\tan Wall Street Joutnal (June 21) 
questions the tact that the Indonesians 
were not allowed to take an independent 
stand on such a vital issue in its democratic 
elections But there .seems to be a basic 
consensus between Washington and the 
Indonesian elite So neither can the new 
instant democracy oiler an institutional 
fiamework for the handling of people's 
socio-economic hardship and protests. 
Meanwhile genuine labour activists find 
established politics irrelevant, “as it docs 
not matter much in workers’ daily lives’' 
And employers make up for the loss of 
outright military intervention in labour 
desputes by drawing on their market bar¬ 
gaining power in times of crisis, establish¬ 
ing fane 'unions' and setting up their own 
security forces with police and military 
pcisonnel as part-time ‘consultants'. 
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(3) In view of the irony that the western 
crimen of middle class democracy did 
not manage to make life easier even for 
the new liberal PAN patty, PAN’s own 
performance, abandoned as it wa.s by 
Muslim stalwarts a.s well, is a dear indi¬ 
cation of the increasing importance of 
Vrtian and semi-urban intellectuals, pro¬ 
fessionals and educated business people. 
Some of the democratic potential of the 
new middle class may now get lost, 
however, because of the problems of 
making a difference within the neu-tradi- 
tional political framework. ‘Alternative’ 
cynicism and preference for extra parlia¬ 
mentary lobbying and pressure group 
activities do not automatically promote 
democracy. 

(4) TheachicvememsoflhcPDl-P the 
PKB, the PPP and to some extent PAN 
IS likely to be interpreted as the return of 
ahnan pufilics ba.scd on the old cultural- 
cum-ieligious pillars of the syncretic 

ptijaii-abangan’ combine and the tradi¬ 
tional andmiHicmisi Muslim 'sanliis', tes- 
pectivclj This seemingly stable pattern, 
howe' er, may lathei be an hangover from 
tlie past in teims of the only available 
). ilitiial machines and mass oi ganisations. 
uhile the s,K:io-«.'coiii>inic fundamentals 
have changed. Foi instance, while the 
nationalist party bchimlMegawati's father, 
piesident Sukarno, h,id its mapir base 
among the rulcis, administiatois and 
educators »il the state on each and every 
level (and their capacity to capluie votes), 
this stronglKild has since long been cap¬ 
tured by (jolkar. which also monopolised 
the miliiary and big business So below 
the surface. Mega's PI)I-P now seems to 
Ix' moic rooted in gcnciaf anti-motiopo- 
listic sentiments, otten ted by small and 
medium bu'>incss people (including many 
ethnic Chinese) who did not benont much 
from pnvileged p«ilitical contacts under 
4>'(iharto And partly this ma> also be true 
of Gus Dur s PKB. So some of those new 
leaders are now likely to develop into 
local private boicses in close contacts with 
religious leaders and military command¬ 
ers Their re.sources luc still scarce, so 
contacts with the centre, and democracy 
in terms of mobilising ma.ss support, will 
also make sense. Over the ’/cars, more¬ 
over. they mpy not be able to retain their 
popular support in face ol the great ex- 
pcctatioas and the possible emergence of 
groups that try to substitute for the old 
communists by catering to the less privi¬ 
leged. And the most vital immediate issue, 
of course, is il and how PDI-P. PKB and 
their allies will try to ‘de-golkanse’ the 
administration, tiK military, the public 
• ompantes and the educational system. A 
compromise, as in the Philippines, would 
hardly promote stable and democratic 


development but rather an elected oligar¬ 
chy. A very first lest, therefore, is if the 
‘pro-reformasi’ parties will come together 
and make use of their popular electoral 
mandate to promote genuine democratic 
reformisLs and prevent manipulations and 
money politics in the appointment of the 
200 representatives from various sections 
of the society and the provinces who will 
join the parliament in electing the next 
president 

To a large extent the outcome of those 
lour tendencies rests with the capacity of 
the genuine democracy movement to 
regain the initiative, exert prcs.surc and 
offer a political alternative to the neo- 
traditional politicians and their .so far 
successful top-down incorpoiation of 
ordinary people by way of old machines 
and loyalties The prospects arc not the 
best. Despite ail advances there is still no 
unified deiniK'ratic front While some 
leadcis prefer to work within the estab¬ 
lished parties, others have been 
marginalised Hie movement remains Irag- 
mented, Uh'u.scs on single issues or gen¬ 
eral propaganda .ind often fails to link up 
with gness loots .letiviiies in civil siKiety 

Leading activisis olten say that .such 
local acUons stand and tall with their own 
political advances at the centre Of course, 
the fall of Suhatio was critical But the 
central .struciiiies of juthoiitarianistn are 
crumbling and the economy is in shambles 
Politics will be more localised and the 
economy more privalnsed, it not de¬ 
monopolised. .So a stronger dcmcKracy 
movcnieni may now grow from below. In 
the ccntial Java village of Gcbjixk, for 
instance, in Kaianganyar regency nght 
alter the fall ol Suharto, a few dissidents 
asked democracy ac ti vists in Solo for help 
to sue their corrupt 'lurah' (village head) 
Tlic advice, howevei, wa.s that nothing 
would change unless they themselves 
linked up with othcis and sought the 
support ol the villageis in general So this 
they did A 'komile' refoima.si was formed 
to fight the lurah who had appiupnated 
money for a fresh water project, over- 
chatged people lor land ccrtirtcaies and 
privatised public land in iavoui oi his 
cronies Demonstrations, fot instance, were 
held at the lurah's and icgcnt's offices (the 
lurah IS still legally responsible to the 
'hupatr raihct than to the villagers) The 
lurah’s office was(x.'c<apied for two weeks, 
and an ab&ilutc majority of the villagers 
caiiie forward to prevent the military and 
the pulic'e fiom inte.'vening When the 
lurah was brought to ti lal and temporarily 
discharged, the conimitlec continued its 
work with regular .neetings and public 
gathenngs, initiated a co-operativc to 
support agriculture, added the disclosing 
of local Golkar leaders' usage of the public 


social safety net for its own political 
purpo.scs. and now discusses how to gear 
up by (temanding total reformation ol the 
local administration. And this is not de¬ 
pendent on the ups and dowas in the rale 
of foreign-repurteddemonstrations in front 
of Hotel Indonesia. 

The committee members arc hardly 
revolutionaries. The chairaian is a local 
factory mechanic in his mid-20.s Other 
members include a retired schiniltcacher 
who used to hunt communists in the 1460s, 
a properly dressed Icxal businessman and 
a farmer-cum-agncultural worker. Tlieir 
party affiliations vary, some support 
PDl-P, others the small Nil-based PNU 
and one the conservative Maslim PBB. 
“But It doesn't matter”, they say, jokingly 
picking at each other “That's just general 
and traditional affiliations. The important 
thing IS our list of what should be done 
here" 

My fear is that they will be co-opted and 
divided by the newly elected politicians 
on the regency level Their own response 
IS that they do not know what wilt happen 
but that they want to hold on to their own 
programme and relate to similar commit¬ 
tees in nearby villages, and if possible on 
'highei' levels twi I a.skcd li they knew of 
any such committee ‘up there’ - but of 
course they did not, since almost none 
exists 

Between hope and reality one may 
wonder, thus, if it is really beyond the 
capacity of the politically more ‘advanced’ 
pro-dcmocrais at the more central levels 
to learn from GcbjcK'k. unite on more 
aggregate but yet concrete minimum piat- 
lorms (ralhci than acting as isolated ptes- 
sure groups or ideological spearheads only) 
and thus help provide links between 
committees on dtI ferent levels (before they 
too are infected by nco-traditional poli- 
iK.s)'* At any rate, the healthy growth ol 
the world’s third largest dcnuK'racy de¬ 
pends largely on the turthcr development 
of the denuvracy movement 

Note 

I I’DI-I’ IS Megawati’s Democratic Part> of 
*>iruggtc (whikh may gel some IS per cent ul 
the votes hut levs niandates), Golkar is the 
incumbent paity (about 21 per cent of the votes 
but a much larger share of the mamiates). I’PP 
IS the old esiahtished Muslim United 
Development t’ony faround 10 per ccni of the 
votes), PKB IS ihc new secular National 
Awakening Party (nboui per cent of Ihe 
votes but much less mandates) that is hosed 
on the traditional Muslim Nalhladul Ulama 
(NU) organisation led by Abdunahman Wahid 
(Gus Dur), PNU is a minor Muslim pany that 
IS also based on NU, PAN is the new National 
Mandate Party witli Amien Rais as its teadcr 
(some 7 per cent of the votes), PBR it the 
conservative modernist Muslim Crescent .Star 
Pany (peihaps 2 per cent ot Ihe votes) 
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S Scotlabank 

THE BANK OF NOVA SCOTIA 

(Incorporated in Canada with IMnded Liability) 


BALANCE SHEET OF THE INDIAN BRANCHES 
OF THE BANK OF NOVA SCOTIA AS ON 
31 ST MARCH. 1999 


(Rupees ’(X)0) 



CAPITAL AND LIABILITIES 
Capital 1 

Rnerves and Surplus 2 

Deposits 3 

BoiTowiags 4 

Other liabilities and 
provisions S 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL- 


Conungent liabilitiM 12 

Bills for collection 

Significant Accounting Policies 
and Notes 17 


As on 

As on 

31 399 

31 3.98 

(Current 

(Previous 

Year) 

Year) 

786,731 

659.628 

225,112 

69,237 

5,931.256 

6,113,273 

2.159,913 

1.399,299 

340.888 

206,249 

9,443,910 

8,447,686 

307423 

678.443 

645,700 

532,650 

1,738,704 

1,810,374 

6,144,207 

4,987,484 

77,143 

45,811 

530.633 

392,924 

9,443.910 

8,447.686 

20,296.234 

29,190,215 

793,147 

288491 


PROFIT AND LOSS ACCOUNT OF THE INDIAN 
BRANCHES OF THE BANK OF NOVa SCOTIA 
FOR THE YEAR ENDED 3IST MARCH, 1999 


. (Rupees ’000) 


Yesi ended Year ended 
31.3.99 31.3.98 

(Current (Previous 

Schedule Yeu) Year) 


L INCOME 
Interest earned 
Othrr income 

TOTAL 

n. EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL: 
m. PROFIT/(LOSS) 


1,073.178 

259,297 


817.450 

190,668 


I.332.47S 1.008.118 


768.398 

146,089 

210,704 


1,125.191 


576,547 

123,031 

237,805 


937,383 


Net nx>f»/(Loss) for the year 

207,284 

Profit brought forward 

22.256 

Pnor period adjustments 

NIL 

TOTAL: 

229,540 


70,735 

(20,945) 

5.443 


55,233 


IV. APPROPR1ATKN4S 
Transfer to Statutory Reserves 
Transfer to Capital Reserves 
Remitted to Head Office 
Balance carried over 
to Balance Sheet 

TOTAL: 

Significant Accounting Policies 
and Notes 17 


41,457 

NIL 

50,585 

137,498 


229440 


22,256 


55,233 



Notes and Schedules to the Accounts form an integral part of the 

Notes and Schedules to the Accounu form an integral pan of the 

Balance Sheet. 

nofit and Loss Account. 


This is the Balance Sheet lefeneiHo in our rqxirt of even date 

This IS the Profit and Loss Account referred to in our report of even 


date. 


SHARP ft TANNAN 



Chartered Accountanu 


For THE BANK OP NOVA SCOTIA 

By the hand of 



Sd/- 


SOI- 

MIUND P. PHAOKE 


DOUGLAS H. STEWART 

Putner 


Chief Executive Officer - India 

Mumbai: Dahid: June 18,1999 
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S Scotlabank 




THE BANK OF NOVA SCOTIA 

{Incorporated in Canada with Umited Uahility) 



SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31 ST MARCH, 1999 

(Rupees ’000) 

(Rupees ’OUO) 


As on 

As on 


As on 

As on 


31 3 99 

31 3 9K 


31 399 

31.3.98 


(Current 

(Previous 


(Current 

(Previous 


Year) 

Year) 


Year) 

Year) 

Schedule 1 - Capital 



Schedule d-Borrouiiigs 



Capitai 



I Borrowings in India 



i) Opening Balance 

635,484 

528,861 

i) Reserve Bank of India 

1.758.772 

535,904 

Add- Amount received from 

- .il7 JP3 

.J06,62,t 

ii) Other Banks 

1,517 

400.000 . 

Head Office dunng Ihe year 

III) Other institutions and 

ii) Amounts received from Head 
Office for acquisition of property 

762.587 

24.144 

635,484 

24.144 

agencies 

II Borrowings outside India 

390,000 

9,624 

360.000 
_ ,iq3j395 

TOTAL- 


659.628 

70TAL (1 ft ID- 

2,159.913 

1,'399.299 

Note: Amount of deposit kept with the Reserve Bank of India under 

Secured borrowings included 



section 11(2) of The Banking RegulaUon Act, 1949, is Rs S2,500 

in I and 11 above 

Nil 

Nil 

1 thousand (previous year Rs 35,800 thousand) 


Schedule 5-Other Liabilities 



Schedule 2 - Reserves and Surplus 



and Provisions 



1 Statutory Reserves 



I Bills Payable 

166.794 

101.450 

Opening Balance 

46.157 

32,009 

II Inter-Office Adjustments (Net) 

Nil 

1.987 

Additions during the year 

41,457 

14.148 

III. Accrued Interest 

79,871 

68.346 

Deductions dunng the year 

Nil 

Nil 

IV Others (including provisions) 
TOTAL: 

SrlMiAJ» d - f'mA mid **-*- 

94,223 

34,466 

TOTAL 

87,614 

46.157 

340S88 

206,249 

11 Capital Reserves 

— - 

* 

Opening Balance 

824 

693 



Additions dunng the year 

Nil 

131 

with Reserve Bank at India 



Ttansfoned to Invesunem 



I. Cash in hand (including 



Fluctuauon Reserve 

824 

Nil 

foreign currency notes) 

6.486 

5.680 

TOTAL. 

Nil 

824 

II. Balances with Reserve 






Bank of India 



Ill Revenue and Other Reserves 



301,037 

672,763 

- Investment Fluctuauon 



i) In Current Account 

Reserves 



ii) In Other Accounts 

Nil 

Nd 

Opening Balance 

Transfened from Reserves 
Transferred to Profit and Loss 

Nil 

824 

Nil 

Nil 

TOTAL (I A II) 

307,523 

678,443 

Schedule7-Balances with 



account 

824 

NU 

Buka and Money at CaU 
and Shtart Notice 

I. In India 

i) Balances with Banks 



TOTAL: 

Nil 

Nil 



IV Balance mPRrfit and Lou 

137,498 

22,256 



Account 

a) In Current Accounts 

b) In Other Deposit 
Accounts 

17,525 

6,720 

GRAND TOTAL (L B. ID & IV}: 

225,112 

69,237 

Schedule 3 - DepoaUa 



1.675 

5,232 

A. I Demand Deposits 



ii) Money at Call and Short 



i) FfomBanki 

370,343 

41,048 

Notice 



li) Ftom Others 

338,544 

322.380 

a) With Banks 

Nil 

Nd 

II. Savuigs Bank Deposits 

III. Tenn Deposits 
i) FtomBanks 
li) Pkom Odiers 

100.792 

92,338 

b) With Other Institutions 

Nil 

NU 

2,113.000 

2,986,587 

1,852,500 

3,805,007 

TOTAL (1 ft II); 

19.200 

11.932 

11. Outside India 

■ 

58,606 

TOTAL (1. n ft m): 

3,931^ 

6.113^ 

i) In Current Accounts 

40.073 


ii) In Other Deposit Accounts 

iii) Money at Call and Short 
Notice 

586,427 

Nil 

462,092 

Nd 

B. i) Deposits of Branches 

in India 

li) Deposits of Branches 

.5,931,266 

6,113,273 



TOTAL (i. ii ft iii)- 


520,698 

outside India 

NU 

Nil 

TOTAL: 

j.931,266 

6.113'273 

GRAND TOTAL (1 ft U). 


332.650 






nil -n -iTi-r 
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S Scotiabank 

THE BANK OF NOVA SCOTIA 

{Incorporated in Canada with Limited Liability) 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH. 1999 

(Rupees ’(XX)) 

(Rupees ’000) 

-1 

As on 
.11 3 99 
(Current 
Year) 

As on 
31.3 98 
(Previous 
Year) 


As on 
31399 
(Current 
Year) 

As on 
31.3 98 
(Previous 
Year) 

Schedule S-lnveebnenU 

I Investments in India in 

i) Government Securities 

ii) OtbCT Approved Securities 
111 ) Shares 

iv) Debentures and Bonds 

v) Subsidianes and/or 

1.603.009 

495 

Nit 

135.200 

1,668.374 

2.0r0 

Nil 

140,000 

Schedule 10-Fixed Assets 

1 Premises 

At rn.<.i as on 31st March 
of' e preceding year 

Additions during the year 

Dedu' tions during the year 
Depreciation to date 

28,503 

8,638 

Nil 

9,836 

16.155 

12,348 

NU 

8,002 

Joint Ventures 

VI) Others 

TOTAL 

II. Investments outside India in 

i) Government Securities 
(including local authorities) 

ii) Subsidianes and/or Joint 
Ventures abroad 

III) Other Investments 

TOTAL 

Nil 

Nil 

r.7.3'8J04 

Nil 

Nil 

Nil 

Nil 

Nil 

Nit 

1.810.374 

Nil 

Nil 

Nil 

Nil 

TOTAL 

27,305 

20501 

II Other Fixed Assets 
(including furniture and 
fixtures) 

At cost as on 31 st March of 
the preceding year 

Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL- 

50,187 

33..573 

1,057 

32,865 

49,838 

35,116 

15,071 

Nil 

24,877 

25,310 

GRAND TOTAL (I & II) 

I.738J04 

~l .’810.374 

GRAND TOTAL (I & II) 

77,143 

45,811 

Schedule 9 > Advances 

A i) Bills purchased and 
discoimied 

li) Cadi credits, overdrafts and 
loans icpaydUe on demand 

III) Term loans 

991,078 

2,723.257 

2,429,877 

497,878 

2,468,684 

2.020,922 

Schedule 11-Other Assets 

I Inter-Onice Adjustments (Net) 

II Interest Accrued 

III Tax paid in advance/tax 
deducted at source 

IV Stationery and Stamps 

V Non-baniung assets acquired 
in satisfaction of claims 

VI Others 

60,033 

102,179 

32,118 

37 

Nil 

69,398 

36,816 

38 

TOTAL 

B i) Secured by tangible assets 

6.144,207 

4,655,008 


Nil 

336,266 

Ni! 

286,672 

11 ) Covered by Bank/ 
Government Guarantees 
lii) Unsecured 

804,560 

684,639 

647.795 

990,121 

TOTAL 

530,633 

392,924 

Schedule 12 - Contingent 

Liabilities 

I Claims against the bonk not 
acknowledged ns debu - 
taxation matters 

II Liability for partly paid 
investments 

III Liability on account of 
outsunding forward 
exchange contracts 



TOTAL 

6,144.207 

4,987,484 



Cl AdvaiKes in India 

i) Priority Sectors 

ii) Public Sectors 
lii) Banks 

iv) Others 

2.844,774 

Nil 

Nil 

3.299.433 

2,185,662 

Nil 

Nil 

2,801,822 

36,671 

Nil 

27,688 

NU 

TOTAL: 

6,144,207 

•.,987,484 

14.647,456 

23,893,435 

CU Advances ouiaide India 

I) Due ftom banka 
ii) Due from others 

a) Bills purchased and 
disooiuited 

b) Syndicated loans 

c) CRhcis 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

IV Guarantees given on behalf 
of constituents 

i) In India 
li) Outside India 

V Acceptances, endorsements 
and other obligations 

VI. Other items for which the 
bank is contingently liable - 
Bills Rediscounted 

3,442,617 

154JM9 

2.015311 

2,332371 

30,991 

2.905.730 

TOTAL; 

Nil 

Nil 

NU 

NU 

GRAND IXITAL (CI & C II). 

6.144.207 

4.987.484 

TOTAL- 

20,296,234 

29,190,215 
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S Scotfabank 




THE BANK OF NOVA SCOTIA 

{liKorporated in Canada with Limited LuAUity) 



SCHEDULES FORMING PARTOFTHEPROFITANDLOSSACCOUNTFORTHE 



YEAR ENDED 31 ST MARCH, 1999 



(Rupees *000) 

(Rupees *000) 


Year ended 

Year ended 


Year ended 

Year ended 


31 399 

31 3 98 


31.3 99 

3l.3.m 


(Current 

(Previous 


(Current 

' (Previous 


Year) 

Year) 


Year) 

Year) 

Schedule 13 - Interest Earned 



Scfacdnle 16 - Operating 

Expcmci 



I Intereit/discounton 




• 

idvances/bills 

758.226 

585,149 

I Payments to and 



11. Income on investments 

213.709 

18.1.025 



III Inteiest on balances with 


provisions for 

39.517 

32,975 

Reserve Bank of India and 
other inter-bank funds 

%.457 

41.782 

employees 



IV Others 

4.786 

7.494 




TOTAL: 

-— . 


11 Rent, taxes and lighting 

29.953 

22,677 

1.07.1,178 

817.4.S0 


Schedule 14 - Other Income 



III Printing and stationery 

3,974 

3.078 

I Commission, exchange and 
brokerage 

n IhofU on tale of investments 

111.688 

3.575 

94,671 

13,240 

IV Advertisement and 

754 

634 

Lest: Loss on sale of 

publicity 

investments 

Nil 

Nil 




III Profit on revaluation 






of investments 

Nil 

Nil 

V Depreciation on bank ’ s 



Less: Loss on revaluation 



property 

10.801 

8.340 

of investments 

Nil 

Nil 




IV Profit on sale of land, 






buildings and other assets 

Less: Lots on sale of land. 

90 

Nil 

VI Directors' fees, allowances 
and expenses 

Nil 

Nil 

buildings and other assets 

Nil 

Nil 



V. Profit on exdiangc 






transactions (net of brokerage) 
Lew: Low on exchange 

78.681 

70,729 

VII Auditors' fees and expenses 

639 

525 

transacuonsfnetof 






brokerage) 

VI. Income earned by way of 

Nil 

Nil 

VIII l4iw charges 

1.249 

2,840 

dividends etc. from subsidiaries/ 






oompanies and/or joint ventures 
abroad/m India 

Nil 

Nil 

IX Postages, tcleg'sms. 



VII Miacellaneout income 

telephones, eu; 

11.186 

9,811 

A. Trading in precious metals (Net) 

61,925 

8.540 




B. Olhm 

3J38 

3.486 




TOTAL: 

. . 

- - 

X Repairs and mai ntenance 

8,305 

8.048 

259,297 

190,668 

Schedule IS - Intcreat Expended 



XI Insurance 

3,355 

2.468 

I. Interest on deposits 

II. Interest on Reserve Bank of 

382.911 

372.667 

XII Other expenditure 


31,635 

India/inter-baak borrowings 

185.322 

203,644 

36.356 

HI Others 

165 

236 




TOTAL: 

768.398 

576.547 

TOTAL 

146,089 

123,031 



- — — 





Bcooomic and Politick Weekly June 26. 1999 


1671 




















S Scotlabank 

THE BANK OF NOVA SCOTIA 

{Incorporated in Canada with Limited Uability) 


Schednlc 17: Signlflcant Accounting PoUdcf anil Notei 

skjNipicant accounting policies 

1. These accounts are based on the histoncal cost convention and are drawn up on the ‘going concern’ concept in accordance with 
generally accepted accounting practices. 

2. Revenues are accounted for on accrual basis except the following items which are accounted for on receipt basis: 

(i) Intenst and other income on advances classified as non-performing assets according to the prudential accounting norma 
issued by the Reserve Bank of India, 

(ii) Interest and other income on non-accrual advances classified as such by the Bank, 

(lii) Guarantee commission. 

Expenses are generally accounted for on accrual basis 

3. Foreign Currency Transactions: 

Foreign currency transactions during the year are translated at the rate of exchange current as at the date of the transaction. 
However, some revenues and expenses in foreign currencies like interest paid on overdrafts in Nostro accounts, elcj are translated 
for the period ended October 31 and for the period from November 1 to the Balance Sheet date at the rate of exchange current 
as at the Balance Sheet date 

Assets and liabilities in foreign currencies, including unmatured foreign exchange forward contracts, acceptances, endorsements 
and other obligations and guarantees are translated into Indian Rupees at rates of exchange current as at the Balance Sheet date 
as specified by The Reserve Bank of India Gains or losses, where applicable, are taken to the Profit and Loss Account 

4. Investments: 

In accordance with the guidelines of The Reserve Bank of India, investments in approved securities are to be bifurcated by the 
management into 'current* and 'permanent' investments with 70% of its investment in ‘current* category and not more than 30% 
in 'permanent' category. 

Investments in permanent category are intended to be held till maturity and are carried at cost 

Current investments are those which the Bank intends to deal in and are valued at the lower of cost or market value u per the 
guidelines of The Reserve Bank cf India as applicable from time to time. 

The Bank has, dunng the year, classified all its investments in the ‘current* category 

Cost represents the acquisition cost and in the case of Zero coupon bonds, includes the discount accrued, pro-rata, for the bolding 
penod. 

Current investments compnse of Treasury Bills and Government of India secunties Market value in case of Govmnment of India 
aecunties for which market quotes are not available, are determined on “Yield to Maturity" method in accordance with the yield 
patterns determined by The Reserve Bank of India. Treasury Bills are valued at carrying cost and Debentures and Bonds are valued 
at lower of cost or market value as per the guidelines of The Reserve Bank of India 
3. Fixed Assets: 

Premises and Other Fixed Asaeu have been accounted at cost less accumulated depieciation Depreciation has been provided for 
on the written down value of the fixed assets as on 31 3 1999 at the rates specified in Schedule XIV of the Companies Act, 1936 
Depreciation on assets acquired during the year is charged on a pro-rata tasis from the month of installation, while assets sold/ i 
discarded dunng the year are depreciated on a pro-rata basis upto and including the month of sale 

As per an agreement with the joint-owner of certain premises, the Bank has bxercised the-firm and absolute option to purchase 
the said premises from the joint-owner for a consideration of Rs. 1,100 thousand together with interest upto the date of the 
exercise of such option by the Bank. Certain disputes have been raised by the joint-owner and pending resolution of these disputes 
by the Court, no adjustmentt have been made in the accounts for the aforesaid amount and interest thereon. 

6. Advances: 

i) Provisions for doobtfui/loss advances have been made to the satisfaction of the auditors in respect of all advances identified 
as non-performing as per the norms prescribed by The Reserve Bank of India. 

ii) Provisions in respect of doubtful/ioss advances have been deducted from advances. 

7. Staff Benefits: 

i) The Bank has taken a group gratuity policy with The Life Insurance Corporation of India (LIC), for payments towanls 
gratuity funds Annual contributions as determined by LIC aie charged to the A'oflt and Lou Account. 

ii) According to the regulations of the Bank, earned leave is not permitted to be carried forward. 

8. Net Frofit: 

The net profit disclosed in the Profit and Loss Account is after. 

i) provisions for taxes on income in accordailce with statutory requirements, 

ii) provisions for doubtfui/Ion advances, 

iii) depreciation in the value of investments, 

iv) other usual and necessary provisions, 

v) reversal of provisions made in earlier years no longer required. s 
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S Scotiabank 

THE BANK OF NOVA SCOTIA 

(Incorporated in Canada with Limited Liability) 


NOTES: 

9 Head Office expenses for the year ended 31 st Much. 1999, have been estimated to be amounting to Rs. S.417 thousand (previous year 
Rs 6,000 thousand) and accordingly provided for in the accounts 
10. Provisions and Contingencies inciu^; 

(Rupees *000) 

As on 31 3 99 As on 31.3.98 
(Current Yeaf) (Previous Year) 


Income Tax 


188,492 

30,448 

Interest Tax 


11,476 

8,842 

Provision for Non-Performing Assets 


1,213 

178,646 

Depreciation in the Value of Investments 

10,343 


Nil 

Less- Transferred from Investment Fluctuation Reserve 

824 

9,321 

Nil 

Provision for Depreciation on Investments no longer required wnitep back 


Nil 

(131) 

Total 


210,704 

237,803 


11. The Dcrcemage of net NPA's to net advances is 2 80% (previous year 2.80%). 

12 The Capital to Risk Assets Ratio as at March 31,1999, as assessed by the Bank, on the basis of the guidelines issued by The Reserve 
Bank of India is 9 06% (previous year 10 30%). 

13 As per the guidelines of the Reserve Bank of India, the balance as on I st ApnI. 1998 in the Capital Reserve account, representing exceu 
of (tepreciauon in the value of investments, has been transferred to Investment Fluctuation Reserve account and utilia^ towards current 
year's depreciation in the value of investments 

14 In terms of the guidelines issued by the Reserve Bank of India, the following additional disclosures are being furnished: 



IS. Previous year's figures have been regrouped, reclassified and recasted udierever necessary and to the extent practicable. 


Signatures to Schedules "1” to “17” 

SHARP&TANNAN FOR THE BANK CV NOVA SCOTIA 

Chartered Accountantt 
By the hand of 


MIUNDP PHADKE 
Partner 

Mumbai' Dated: June 18,1999 


S4f> 

DOUGLAS H. STEWART 
Chief Executive Officer - India 
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S Scotiqbank 

THE BANK OF NOVA SCOTIA 

{Incorporated m Canada with Limited Liability) 


AUDITORS’ REPORT 


We have audited the attached Balance Sheet of The Bank of Nova Scotia, Indian Business as on 31st March, 1999 
and also the annexed Profit and Loss Account for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of 
sub-sections (I), (2) and (S) of Section 211 and sub-.section (S) of Section 227 of the Companies Act, 1936, the Balance 
Sheet and the Profit and Loss Account, are not required to be and are nut drawn up tn accordance with Schedule VI 
to the Companies Act, 1956. The accounts are, therefore, drawn up in conformity with Forms ‘A’ and 'B’ of the Third 
Schedule of the Banking Regulation Act, 1949 

We report that tn accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949- 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory. 

(b) The transacuons which have come to our notice have been, in our opinion, within the powers of the Bank. 

(c) In our opiraon, proper books of account as required by law have been kept by the Bank so far as appears from 
our examination of those books and proper returns adequate for the purpose of our audit have been received 
from the Branches of the Bank 

(d) The returns of the Branches have been properly dealt with by us while prepanng our report 

(e) The Balance Sheet and Piofit and Loss Account of the Bank dealt with by us in this report are in agreement 
with the books of account and the iciums. 


(0 In our opinion, the Balance Sheet and Profit and Loss Account dealt with by us in this report are in compliance 
with the Accounting Standards referred to in Section 2I1(3C), of the Companies Act, 1936, in so far as they 
apply to the Banks. 

(g) In our opinion and to the-best of our information and according to the explanations given to us, the said Balance 
Sheet and Profit and Loss Account, read together with the notes thereon, give the information required by the 
Compames Act, 1956, in the manner so required for the Banking Companies and give a true and fair view of 
the state of the affairs of the Bank as at 3Ist March, 1999 and of its Thofit for the year ended on that date. 


Mumbai June 18, 1999 


SHARP ft TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

MILIND P. PHADKE 
Partner 


I 


1674 


Economic and Political Weekly June 26. 19991 





PERSPECTIVES 


Educational Imbalance in India 

IVansition from School to College 

Aiiirik Singh 

In India, education at the secondary level is not seen os'an 
autonomous activity, but merely as preparation for college. Those 
who stop studying after school are not equipped to work in the rural 
or the urban sectors. Too high a proportion goes on to college and 
add to the numbers of the educated employed. Vocational training, 
which has been neglected in India, could prepare students for work in 
the large unorganised .sector of the economy. This would also reverse 
deterioration in the quality oj higher education. 


THE transition frum school to college can 
be understood in teiins ol the overall 
process of growing up and the linkage 
withdillcrcnt levels of education School 
education isgenerally split into three levels 
- piimary, uppei pnmjry and secondary 
Each level ol education is geared to a 
^particular stage of a child's physical and 
mental giowth Owing to the systematic 
neglect ol elementary education in our 
country, there has been and continues to 
be a good deal of discussion but little 
eoiicicte action, on this subject An un¬ 
intended consequence ol the legitimate 
concern with primaiy education is that 
secondary education docs not receive as 
much atteniion as it ought to 1 hope to 
bring out the import<incc ol senrondary 
education m the overall scheme of things. 

The secondary level is subdivided into 
lower sei ondaiy and higher secondary 
While being eniollcd ut the upper primary 
level IS a constitutional directive, it will 
> he quite some years before this mandate 
IS actually earned out 11 it is assumed that 
mandatory education I mm the age of 6 to 
14 will become a practical reality in another 
tew years, its academic meaning is that, 
within the next few ycais, almost every 
child will he enrolled both at the primary 
and then at the uppei pnmaiy level To 
put It another way, going on to the 
secondary -level will become a matter of 
choice foramuch largernumberof children 
than is happening today. 

Whercs ei the parent s can afford to keep 
the child at school, they will presumably 
do so. In must advanced countnes. and 
India aspires to he one, education till the 
agcol I6(cven 17)iscompul.sory In our 
Constitution, the cut-ofl age is 14 though 
r It IS not being actually enforced. But it is 
not loo much to hope that, alter a decade 


or more, a much larger number of children 
will be able to pursue secondary education 
than IS happening today And this brings 
me to what 1 wi.sh to enlarge upon 

I 

Experience of other Countries 

Till the beginning ol the second world 
war, even in the most advanced of them, 
the US fur example, the rate ot enmlment 
at college was not more than S to 10 per 
cent Joining a university was something 
of an exception The situation started 
changing in the US after the passage of 
the veterans act in 1946 A large number 
of young people who had joined the armed 
forces were demobilised when the war 
ended In order to enable them to pursue 
their Studies which had been interrupted, 
new enabling legislation was passed and 
financial suppon was extended to these 
students This phenomenon soon picked 
momentum. 

Tlie growth ol the US economy during 
those years was phenomenal whereas 
Europe was prostrate after the ravages of 
the war The US economy was so strung 
however that, even dl lor billions ol dollars 
were made available to west European 
countnes, it was still possible for the 
American economy to keep growing By 
the 1960s or so, the phenomenon of ma.ss 
higher education had become noticeable, 
enough to he identified and wntten about 
For more than a quaiter century now, that 
country ha.^ had approximately hail the 
population opting lor higher education 

It is necessary at ihis stage to lake note 
of the structural changes which accom¬ 
panied this development in higher educa¬ 
tion. Till the 1940s higher education was 
imparted either in the universities or what 
were called four-year colleges. In the 


changing situation, two crucial changes 
were made. One was to establish a laige 
numberof two-year colleges. They existed 
either as independent units or were 
combined with four-year colleges. Much 
more significant, however was the second 
innovation which was introduced. These 
colleges did not impart what is called 
liberal arts education. A substantial pro¬ 
portion of what was done at the two-year 
college level was vocational in chaiacter 
and focus. 

As a result of the.se changes, two things 
happened The first was that, despite the 
growing size of the student body, the 
character of the universities did not undergo 
any change for the worse as happened in 
another country. Their mandate was higher 
education and that mandate did not have, 
to he diluted; the ncwchannel of education 
provided the necessary safety valve, so to 
.speak Universities too were of two kinds 
llicre were pnvate universities and state- 
run universities. The former, almost 
without exception, had maintained high 
standards ol instruction of research. The 
state universities also began to emphasise 
high standards of performance and 
research In several cases, the distinction 
between diem and the private universities 
narrowed to nothing. In the case of four- 
year colleges, they started to caste them- 
scvles in the image of the universities and 
a number ol them did so successfullv. 
Though they continued to he known as 
colleges, began to le.semble the universities 
in almost all crucial matters 

The two-year colleges, even when they 
were a part of the four-year college pro¬ 
gramme, maintained their focus on voca¬ 
tional education Over the years, their 
number has grown. Today, the number of 
universities and colleges in the US is around 
3,000. 

Having described the American ex- 
pcnencc in some detail, it is equally im¬ 
portant to say something about the ex¬ 
pel ience of a few other countries To take 
up Canada first, the educational system in 
that country is more or less modelled after 
the American system The numbers 
involved were small but the kind of 
academic stratification which had taken 
place in the US came to be introduced in 
Canada also. Today, the peiccntage of 
tho.ve who go in for higher education in 
that country is approximately one-third of 
the total as against one-half in the US As 
should be evident, it is the gross domestic 
product (GDP) of a country which 
eventually determines these variations 
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Japan i& the second strongest economy 
in the world. Uie curve of development 
in that country loHowed the American 
model and even the pioportion of young 
people who go in lor higher education is 
nearer the American than the Canadian 
figure. 

The proportion of students opting for 
higher education is below 30 per cent in 
the IIK. and in Germany and France, it 
IS nearer 2S than 30 Italy loo is moving 
in that direction. Noihing is being said 
here about the former USSR because 
developments that were taking place in 
that country were interrupted a decade ago 
and the situation is so fluid uxlay that a 
trend cannot be seen in current date 

The experience ol the.se advanced 
countries makc.s two things clear The first 
one IS that secondary education, broadly 
speaking, is so rigoious particularly in the 
UK and western Ruiopc, that even il 
students do not goon for higher education, 
they aio capable enough to cope with the 
demand ol the market In the US, for 
historical reasons, secondary education 
has noi been as exacting as in Rurope or 
as, tor instance, it was in the erstwhile 
USSR ITie Amcncan system however 
makes up tor it at the college level and 
the country can afford to do .so 

The second feature of this experience 
IS seen best in the case of the I 'K The 
term used for (lost-sev'ondary education in 
that countiy is ‘lurthcr education' In 
essential, furthci education is viH'ational 
in character and is provided to young people 
after the age of 16 hducation at the school 
level IS mandatory tillihcagcol 16. Those 
who passoul have two options at the stage 
One IS to join the world of work Ap¬ 
proximately half the young population do 
that The other half however take up turther 
education - wholetime or part-time But 
what IS more signilicani is that even though 
the university system has expanded a great 
deal in the I'K duimg the past few decades, 
expansion in respect of lurthcr education 
has been higher in terms ot .scale a.s well 
as coverage than al the university level 
Even in respect ot outlay, more and more 
funding IS being made available for further 
education 

The emphasis on luilhcr education did 
not mean that (he higher reaches ol 
knowledges and advanced research were 
dilutedin any way It anything, Ihc decades 
at the end of the waraic known for having 
thrown up and defined a certain number 
of universities in Ihc U.S as ‘researeh 
universities’ In India which boasted of at 
least a few good universities not so long 
ago, things have been deteriorating over 
the years One important contributory 


factor has been the thoughtless multiplica¬ 
tion of undergraduate colleges. In certain 
cases, colleges overshadow, if not deter¬ 
mine. how the universities function. 

II 

Education in India 

While education at ail levels was moic 
or less systematically ignored right Irom 
the middle ot the 19th ccnluiy. what 


happened at high school and college level 
concerns us specifically and may be 
referred to in sonre detail. 

Instead of the high school becoming an 
independent entity, as should have been 
happened, a curious kind of parasitical 
relationship grew up between the college 
and the .school Education at the secondary? 
school level was not seen as an autonomous 
or sclt-containcd activity. Instead. 


ArreNuix- Avi-RA<,L Exm nw i iwi: MiR Stuulnt of Aof, 5-24 Years 
P uRsiiiNo Glnerai BoiirATiON (Rural + Urban) 


(R»> 


HmaJ Level of Educaiion_ Number of .Students 


Statc/Union Territory 

Pnmay 

Middle 

Sixondary/ 

Higher 

Secondary 

Above 

Higher 

Secondary 

All 

Estd 

Sample 

Andhra Pradesh 

4.)0 

820 

1541 

.3081 

825 

130470 

6034 

Arunachal Pradesh 

6T| 

977 

1498 

1455 

821 

1116 

794 

Assam 

251 

498 

998 

2261 

594 

47783 

3142 

Bihai 

3.T0 

579 

1153 

2327 

631 

12678X 

6715 

Ooa 

6.Tt 

968 

14.59 

2899 

1225 

2714 

357 

Oujarai 

42.T 

700 

1498 

2352 

815 

77492 

3809 

llaryan .1 

9.5.T 

1502 

2391 

3409 

1395 

44810 

1672 

Hiinachal Pradesh 

573 

1058 

1777 

2906 

1058 

13279 

1815 

Jammu and Kashmir 

952 

1105 

2127 

4874 

1538 

145.31 

2272 

Karnataka 

294 

r>02 

1130 

2886 

686 

87223 

1743 

Kerala 

72.5 

849 

12.59 

3102 

1066 

54367 

3280 

Madhya Pradesh 

T33 

666 

1274 

2(HK) 

592 

I28(X)3 

641 3 

Maharashtra 

540 

819 

1483 

3518 

996 

179876 

7422 

Manipur 

769 

1161 

1679 

2517 

1199 

3470 

1177 

Meghalaya 

890 

1219 

2233 

2070 

12^2 

3337 

1056 

Mi/oram 

7.56 

1031 

1402 

1718 

ion 

1082 

1104 

Nagaland 

1.556 

1932 

2816 

4a80 

2087 

20«6 

1344 

Onssa 

284 

682 

1233 

2150 

057 

55,329 

2967 

Punjab 

1162 

1780 

3241 

4307 

1853 

44581 

3552 

Raiasthnn 

518 

831 

I4(K) 

2016 

?7H 

72467 

40.8 

Sikkim 

762 

697 

1189 

1998 

814 

1141 

1277 

Tamil Nadu 

464 

827 

1502 

3465 

872 

106691 

5601 

Tripura 

494 

1039 

2234 

2142 

952 

7349 

1041 

Uttar Pradesh 

507 

947 

1535 

2407 

808 

260977 

11707 

West Bengal 

431 

1298 

26.53 

3914 

1056 

121517 

0.3.32 

Andaman and Niiubar 
Isl inds 

715 

1258 

1907 

1796 

1179 

555 

811 

Chandigarh 

2287 

2546 

3278 

3876 

2757 

1674 

190 

D.idra and Nagar 

Mil veil 

1820 

ssv 

3413 

1823 

21.58 

328 

100 

Oaman and IJiu 

1566 

1041 

1614 

3.503 

1496 

188 

133 

IXlhi 

2Xt5 

2710 

3952 

3298 

2878 

24367 

10()7 

LakshadAcsp 

248 

302 

.111 


287 

243 

130 

Pundiiherry 

652 

609 

761 

2724 

732 

1677 

158 

Fractlle (troup 

00-20 

197 

426 

768 

1353 

3(MI 

241264 

12370 

20-40 

306 

575 

961 

1645 

472 

301629 

16.568 

40-60 

419 

726 

1096 

1810 

647 

332887 

19011 

60-80 

598 

9(H) 

1424 

2220 

92.3 

361325 

21084 

80 KH) 

1150 

1547 

2322 

3694 

1836 

3K04I1 

2288.6 

Type of Institution 
Ciovi inmeni 

257 

622 

1236 

2559 

580 

1029815 

5852.3 

LiKal btaJy 

3T8 

726 

1349 

2413 

628 

1251S3 

6323 

Private aided 

IIMI 

1346 

1861 

3143 

1615 

287418 

17222 

Private unaided 

1474 

21.56 

3061 

5296 

1904 

1677K2 

9428 

Not recorded 

181 

417 

702 

l(W4 

406 

7329 

423 

Ail 

.501 

915 

1.577 

2923 

904 

1617517 

91919 

Total expenditure 

(Rserorc) 4292 74 T5448 70 

4852 35 

1930.54 14620 70 



Estd students (00) 856198 

387402 

307766 

66055 1617517 

- 

- 

sample students 

t9907 

26988 

20911 

4105 

91919 

- 

' 


inuitf ‘Attending Educaiional Insiilutions in India Its Level, Nature and Costs', National Sample 
Survey (52nd Report), October IW8. Table 12C 
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secondary education became a kind of 
preparation for admission to college. The 
number of colleges was around 700 in 
1947. A large numberof students therefore 
dropped out after scluxil and started to 
work. But those who managed to get 
admission to college found the transition 
somewhat easy because, for decades 
together, it was the requirements of in.stnic- 
tion at the college level which had deter¬ 
mined. if it may be said, the cumculum 
at the school level. 

This client-patmn kind of relationship 
between the two scctois of education was 
noted by the Sadler Commission which 
leported in 1917 One ot its vim motu 
recommendation.s was that it would be 
dcsi rablc to astahlish intermediate col leges 
Students at the age of 15 or so are not ripe 
enough in intellectual terms to profit fnim 
the kind ot curiiculuin prescribed at the 
college level As a result of this recom¬ 
mendation, two year iiucrmcdiaic colleges 
wercestahiishcdinthe pnivinceot Bengal 
and. interestingly enough, in UP 
F,l.^ewhcrc Iih'. they were established hut 
they were mound up after the report ol the 
Secondary Hducation Commission was 
made in 19.V 

As a result ot its recommendations, the 
duration ot schooling was extended by 
one year UP continued to maintain 
intermediate colleges Some 20 years latci, 
III the wake iipol the leport o( the education 
commission, the duration of school 
education was extended by yet another 
year .so as to make it 12 years. UP felt 
vindicated that the intermediate col¬ 
leges were not disbanded as in other 
states, and these colleges came to be seen 
as a lecitimate and useful stage of edu¬ 
cation 

These two expenments with the duration 
of schooling in the P)S(K and the 197Us 
underlined one Mel which has a direct 
beating on .secondaiy education ttxlay. Till 
the early 19S0s, students who passed out 
from high schools were generally around 
l.S year, of age They were not mature 
enough, physically or i ntcl Icciual ly, to start 
to work. Since then the situation has 
changed \^henthcdutationot schooling 
was extended first hy one year and then 
by two years, this problem had been partly 
solved. 

At this stage, the experience of UK 
might be relcrred to again. Till the 19S<)s, 
the school leaving age in that countiy was 
IS Then it was decided to raise it by one 
year Once it became 16, the need to have 
another parallel stage of education was 
lelt While a small proportion of students 
(around 5 or 6 pei cent) could go on to 
the university, the v ast majority could not. 


It was to meet that particular need that the 
concept of further education was evolved 
and promoted mthc 19S0s and tire 1960s. 

In the 198()s and the 1990s however, the 
system was defined much more clearly. 
The division between full-time and part- 
time courses also came to be formalised 
around that time As young people joined 
further education in largci and largei 
numbers and qualiried themselves in 
various .specialisations, the system began 
to pick up strength Today, approximately 
sob different courses arc available both 
on a wholciimc and part-time basis There 
is haidly any mode of economic activity 
which ha.s not been identified and provision 
made for training in it Perhaps it needs 
to be underlined here that most ol the 
training is at the vocational and not at the 
professional level 

Those who opted for training in further 
education, acquired considetahle capability 
and a few of them went on to acquire 
professional training as well. This led 
to a boom in enrolment in the further 
education sector, and it has emerged as 
perhaps even more vigorous than the 
iiniveisity sector If, in terms of economic 
growth, UK has performed rather well 
during recent years, a considerable con- 
ti ihution has been made by the growth and 
diversification ot the further education 
sector nr education 

In tnntiasi India did not choose to alter 
Ol modify what began to be done in colleges 
from the mid-19th century onwards. The 
duration ot schooling was certainly 
extended but the kind of re.structunng 
required to he undertaken at the college 
level was ncgicded Our colleges have 
been multiplying in numbers in order to 
take carcof the giowing student population 
but their academic thrust has remained 
more or less unchanged By now. approxi¬ 
mately, 8 million students are enrolled in 
these colleges Another couple of million 
are registered ciihef as private candidates 
or with corre.spnndence courses or open 
universities Aliogethci, we have .some¬ 
thing like 10 million students .studying at 
the college 

Given our population which is close to 
100 crore by now. this is not an unduly 
laige number Two things however need 
to be noted in this connection One is the 
fact thai even though the duration oi 
schooling has becncxtcndcd by two years, 
the quality ot eduv ation at the school level 
has not improved significantly. Students 
spend much moie time at school than they 
did before, an additional two years, to he 
prcci.se But when they finish, they are 
only marginally K'tler than their prede¬ 
cessors some decades cariier. 


Secondly, when students come to 
aillege. acunous kindof situation prevails. 
Co-ordination between school education 
boards and the universities is weak as well 
as faulty Instances arc not unknown where 
what was covered at school is sometimes 
repeated at college. At one level, almost 
half of what they do in college should have 
been done in school At another level, the 
range of courses is so nanow that, in the 
ultimate analysis, it means the spread of 
liberal arts education The number of 
colleges engaged in this job now is around 
10,000 Out of them, only about 20 per 
cent of students take up .science courses. 
Of late, a considerable proportion began 
to opt for commerce instead of the 
humanities Nonethcle.ss, it is the liberal 
arts tradition which ha.s been growing 
apace This has created a severe imbalance 
inthetrainingolthcnghtkindol manpower 
required by the economy. 

Ill 

Structural Flaws in Education 

Had we done something similar to what 
had been done in the UK in respect of 
lurthereducation, the situation wouldhave 
been markedly different .Several factors 
have contributed to the neglect of what in 
popularparlance iscalied vocational educa¬ 
tion OneistheuiKommonlyloweconomic 
growth of the country during the ia.st five 
decades. For almost four decades, the rate 
of economic growth was a liule over 3 per 
cent per year and no more For the last 
decade or .so, it ha.s picked up somewhat 
hut. on the whole, the situation has been 
downnght unsatisfactory That is why 
one gets the curious spectacle ot about 
40 million students registered tor jobs 
with employment exchanges around the 
country 

The second factor is the sheer inertia of 
the academic community Most teachers 
m position were educated in terms ot tlie 
liberal arts cumculum Even when they 
were asked to promote vocational courses, 
they did not respond as they should have. 
This mode of education is totally alien to 
them Thcrelorc. they arc reluctant to 
undertake any new experiment or relearn 
their academic digits Nor has there been 
any shi ft at the policy-making level. There¬ 
fore. a policy of drift has been followed, 
so much so that students arc content to get 
enrolled in colleges and study in a casual 
and half-hearted way and clear their 
exaniiiiations which are not all that 
ngorous Somehow this seems to suit 
everybody, including the .students and the 
teachers 

Thirdly, the decision in 197.3 to upgrade 
the .scales of pay of university and college 
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teachers acted as a rtegaUve factor and 
created iresli tensions. When this was done, 
teachers at the secondary level remained 
untouched. Till 1973. teachers at every 
level were ignored and underpaid. Then 
It was decided to give a boost but only 
to those at the tertiary level Apart liom 
the obvious injustice of it, two mistakes 
were made 

One was to create a significant gap 
between those at the secondury and the 
tertiary level and not bring the iormcr 
within a measurable reach ot the latter It 
took almost a decade to do something 
to retrieve the situatum. By the tunc this 
was done in the early l9X()s. there was a 
fresh nmnd of scale revision tor university 
and college teachers in the mid-l9X0.s 
Thus the wide gap between the two 
categories ot teacheis has nevei been 
bridged 

The second mistake was to give the 
same scales ot pay both to university and 
college teachers even though the level and 
nature of work was not exactly the same 
This led to tuithei complications Since 
the number ot students at the undergraduate 
level is HX per cent, the number of teas hers 
at that level could not hut be seseral limes 
larger than tlaise engaged in post-graduaie 
teaching and research 'fliai was not the 
only complication At the college lcv.;t 
post-graduate teaching has bc'en expanding 
over the years Currently, mure than .S.5 
percent o( the post-giaduate students are 
enrolled in colleges The distinction 
between the two types of teachers is 
therefore di tf icult toestablish or maintain 
Since decision-making in our institutions 
is largely bureaucratic in charactci, all 
kinds ot misjudgmeiits continue to he 
made 

Over the years, it has become dillicull 
to undo the decision taken in 197.1. Any 
decision which goes against the ovci- 
whclming majority ol teachers is bound 
to be resisted and that is precisely what 
has been happening. In the bargain, the 
interests of teachers at the post-graduate 
level and research have suftcred 

Worse than that, as a result of the 1973 
decision, vested interests have grown 
Nobody at any stage stopped to raise the 
question of what was happening at the 
secondary level In UK. they did not make 
that mist^e Teachers working in the sector 
ot further education were distinctly dif¬ 
ferent from those working in the uni¬ 
versities In India, these disimclions were 
blurred with the rc.sult that the universities 
became victims of policies which, though 
well-intcntionediiicoiiceptandsyinpathy. 
led to consequ mccs which had not been 
anticipated 


This was one dimension of the problem. 
The second dimension was that secondary 
school teaching got unduly devalued As 
It has taken a couple of decades to devalue 
leaching at the secondary level, it will take 
us quite some time to improve M again 
This IS said on the as.sumption that it will 
soon be decided to recast the existing 
system 

If the existing .system of education be 
recast, we must analyse the dillicultics 
which will he encountered Fur instance, 
due importance will have to be given to 
divcisilicalion at the school level as also 
at the college level At both levels, the 
ability to work with one's hand and learn 
ceitain trades and ciatts will have to be 
emphasised In certain areas, computers 
lor insluncc, private initiative has tccug- 
niscd the needs of the market and moved 
into It in a substantial way This is an aiea 
which need not have been neglected to 
sucii an extent hud both sccoiiuarv and 
college education been seen as pet turming 
distinct though suppoitive loles lor two 
separate categoiies ol students 

College teachers having oiue got a 
piivileged position are not prepared to 
surrender it Therefore, they aie lighting 
in fuvoui ol the status quo Instead ot 
becoming a force in favour of progtess, 
they have become a battier to progress 
Their numbers are large and they are so 
well organised that none ot the policy- 
makers has. so lai. found it Icasihle to 
redetermine the priorities iii education m 
a manner which will lead in progress jiul 
not simply pt'rpeiuute the .status quo 

Above all in sociological let ms, no one 
IS assumed to have completed his education 
unless he has managed to obtain a college 
degree What is done at the school lesel 
IS neither academically .salislaclory noi 
socially acceiujhle In consequence, we 
witnesses this ciu/c fui college degrees 
According lo the partial data collected bv 
the dcpaitnient ol education, something 
tike 60 pci cent of tho.se who coinplc'e 
(heir highet secondary education go on to 
college What happened in some of the 
stales IS truly enlightening 

In UP .SI per cent of the .students join 
college The proportion in Kerala and 
Mafiai cshlra is 6X and 7X pci cent, respec¬ 
tively I'hc cake however goes lo Chandi¬ 
garh. a small city state, so to speak Every 
single student who pa.sscsout f rom a higher 
sccondaiy .school goes on to join college 
Can any othei city in the world equal 
this record 

The large backlog of educated uiicmpluy- 
ment should have to some extent cured us 
of this obsession with degrees by now It 
appears however that, that stage is yet to 


be reached. Today the situation is that 
aImo.st anyone who can afford it and has 
access to a col lege would like to beenrolled 
in one. 

All this is having a strongly negative 
impact at the university level. University 
departments which constitute the core of 
a university are pale and anaemic copies 
ot whal they should be. On their handling 
ol the colleges, the lc.ss said the better. 
Today, .something like I SO universities are 
afhhating in character which by impli¬ 
cation means that, by and large, their per¬ 
formance both at the undergraduate and 
post-graduate levels is unsatislactnry The 
number of students in colleges is so large 
and university leadership is so weak (and 
sn highly politicised) (hat almost everyone 
IS content to sui vive I rom day-to-day and 
no more. 

To huik back to the i ole of the academics. 
It IS their anxiety to get a higher remunera¬ 
tion which blinds them to what they are 
doing and what is happening to the 
educational system A stage has now been 
reached where most states an.' finding it 
difficult tocope with the tinuncial burden 
ot the revised w ales ol pay Even though 
some stales have accepted the new scales, 
othcis are resisting it Wlialevi'r he (he 
eventual outcome, it should he cle<irly 
recogiii.sc'd that a i ertain numhei of states 
will not find it possible to accept the 
revisetl scales Whether iheir pioportion 
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is one-thin] or one-half of the total is a 
matter of detail. 

IV 

Education and Economy 

Our agnculturc was never given the 
importance due to it. Everyone who joins 
the school system by implication opts out 
of the rural sector and aspires to join the 
urban .sector. But there ate limits to the 
growth of tlie urban .si'Ctor as has become 
evident ol late The neglect ot agriculture 
is ihcrelore creating new problems Even 
in those states where agncuitural education 
was introduced as one ol the options at 
the higher secondary level, it has received 
almost the lowest prioi ity. No wonder, nur 
agnciiltuic has remained more or less 
stagnant and tailed lo keep pace with 
changing technology and the growth of 
commereialKsation in agriculture 

No more needs be said about this scrums 
imbalance except to underscore the point 
thai our sytcni of education cannot he 
delinked from the kind ot planning which 
IS andertaken tor the country In every 
society, education is a suhsc'ctoi ot wlial 
happens on the widtr economic I rout 
Most ol our problems in Ihe held of 
education Kxlay arise Iroin the fact that 
ihcieisalackofclani) aboutoui planning 
oh|cc(ives As tar as education is 
coiicemcJ. its structure and focus have 
n.'maincd more or less what they were till 
1947 A stage ha.s now been i cached where 
the educational system has become more 
ot less dysfunctional and thcic aie acute 
imbalances 

What do we do in this situation*’ To 
some extent, the manner in which some 
ot the questions have been posed imply 
an ansucr In older to be more specific 
however, lei a tew things he restated cleatiy 
and concisely 

The problem o! widespread poverty will 
never be .solved unless something is done 
on the agricultural front 1-or a century and 
a half, the modus opcrandi ot development 
has been to dcsplace people itom the rural 
areas and help them to shift to uihan aieas 
Lite in urban areas is pictty unappealing 
m almost every respect In any cave, the 
pace ol urbanisation, even though fairly 
high, haii not been high enough to match 
the social and economic expectations of 
people in the countryside, liicrrfore. wc 
get the (Mid .spectacle ol more and more 
people moving out tnim the countryside. 
But thi.s process cannot be continued 
indefinitely. Must pe(>plc will therefotc 
have no choice except lo .stay wheic ilwy 
arc and whatever improvement is to be 
made will have to he made in the 
countryside 


If this is so. the chometer of educa¬ 
tion will have (o undergo a fundamental 
change. The present system of education 
pieparcs children only for entry into the 
modernised sector Hiat sector is not 
growing fast enough with the result that 
there arc problems of congestion and 
mismanagement apart from lack of 
employment 

To the cxicni that the informal sector 
ot the economy could have grown, we 
have noi uiili.scd our .system of education 
to act as a 1 aciliiaior am] a lever to progress. 
Had wc v(K'aii()nali.scd our system of 
education so as to keep in step with what 
was happening on the economic front, 
things would have been certainly better 
It retjuires lo be added here that diversi¬ 
fication IS necessary not only in the urban 
sector. It IS equally necessary m the lural 
sector Such a step alone will en.surc pro¬ 
gress in Ihe couniiyrsidc. 

Even this step cannot be taken without 
some l(K'al and regional modifications In 
the UK. agriculture and industry co-cxist 
m a balanced way and the transition 
fiom one sector lo another is smexXh and 
not all that difficult That is why the 
academic syllabus at the school level does 
not make all that much ot a distinction 
between agnculturc and industry In our 
situation, ihal nuMlcI will not work Wc 
will have to evolve our own model. But 
hardly any steps arc being taken in this 
direction 

It needs to be iccogni.scd that while a 
certain pruporiion ol students will enter 
the world ot work after school, it also 
needs to be iccognised that they are mst 
really equipped loi work either in the rutal 
or in the uibun sector 

Bvciy level ol education has to he aligned 
and attuned to the stage ot physical gniwth 
and inlcllcclual development at which 
childien happen to find themselves and 
the needs ol the economy. It is only uttci 
young people have eiossed the age ol 20 
01 so that they aie mature enough to do 
things on iheir ow n Thctclore. a system 
which looks attci and trains the 16 to 
i 9-year old youth will have to be devesed 
and maintained 

V 

Concliudons 

It IS tunc to express the loicgoing 
argument in more concrete terms. Fortu¬ 
nately. the National Sample Survey (S2nd 
Report) published 'Attending Educational 
Institutions in India Its Level. Nature 
and Costs' in October 1998 which pro¬ 
vides up lo dale inioimation (Appcmlix; 
Hus report aiml>sos the annual cost per 
student in respect of each level ol 


education. While the figures given here 
cannot he very precise in the nature of 
things, this data is helpful as well as 
rcprc.scntative But is it reliable in every 
case*’ Perhaps not That this dau is not 
all that reliable should be clear from one 
minor example In Delhi, college eduim- 
lion IS .shown as costing Rs 3,298 per 
student. In actual tact, it is closer lo 
Rs 10,000, almost three tunes the reported 
figure A1.SO the new scales ol pay could 
not have been taken into account in amv- 
mg at this data. The data given here is 
indicative and bangs out the broad trends 
ol development as far as education is 
concerncMl. 

Il IS clear that the per capita cost of 
secondary education in India is le.s.s than 
SO per cent of what it costs to provide 
college education. Perhaps it is even less 
than that. In this siiuation. what would 
make belter sense? Should the states 
continue to suhsidi.se college education as 
they are doing at pre.sent or should they 
impi ove the quality of secondary education 
which co.sts half as much? The answer is 
self-evident 

To put It briefly, what is required is: (a) 
a significantly diversified and enriched 
sy.stem ol secondary education, (b) a sharp 
reduction in the number ot those enrolled 
in colleges; and (c) A noticeable shift of 
emphasis both at the higher secondary 
level and at the college level in tavour of 
v(M:ationali.sation 

As and when this is done, it would, 
among other things, diamatically improve 
the pert orniance of universities at the post¬ 
graduate level and research. Another 
consequence of such a shift in policy will 
he those teachers at the college level who 
today do not wish to lose (he benefit of 
(he higher scales ol pay and therefore 
inscst upon the status quo will begin to 
think ditfeicnlly More than that, the 
ptoionged lesistance to the establishment 
ol autononums colleges which is partly 
linked with the higher scales of pay to 
college teachers will also begin to weaken. 
This, in turn, would ea.se the wniiing of 
the universities in ihctt day-to-day 
functioning and permit them to concentrate 
more on advanced work than they can do 
at pre.sent 

Apart Irom whatever needs to be done 
to pnimolc and strengthen elementary 
education, the other key ptohicm in this 
atea ol work is to ensure that the transition 
from scIkmiI to college lakes place nut in 
Ihe traditional way Instead, it has to 
conlorm lo the changing realities 

(Ketiscd version of fiiuiidjiion day address 
deliveicd ai Ihe Assam Itiplier Eduoution Council 
tunc I. 1999 I 
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REVIEWS 


Food Price as a Nominal Standard 

Ashima Goyal 

Foodgrain Price Stabiiisatioo in Developing Countries: Issues and Experiences 
in Asia by N Islam and S Thomas, International Food Policy Research Institute, 
Washington, D C. pp 136 + vin 


THLS is a useful little monograph to read 
at a time when the resurgence in inflation 
linked to the price rise in primaiy com¬ 
modities is causing many a politician 
sleepless nights. A recent cantxin pictured 
Amanya Sen talking on the phone: “Yes 
Ministei, thank you Minister, no, I do not 
have a theory to bring down the price of 
onions" But economists have devoted a 
lot of thought to, and policy-makers have 
often attempted to intervene in the pricing 
of food. What can we learn from this?The 
book offers a very complete survey: first 
of the th«iry of price stabilisation, then 
of the objectives and experience in its 
implementation in Asia, and finall> 
presents some quantitati ve estimates of its 
benefits. 

The end of chapter I based on Newbery 
and Stiglilz's (1981) exhaustive hut 
“depending on the ceteris panbus invoked, 
everything IS possible "work echoes then 
conclusion, the micro-economic benefits 
of pnee stabilLstion (based on current 
theonsing) are minor Hut this leaves open 
the question of why consumers and 
therefore politicians dislike femd pnee 
instability A potentially impoitant, 
unexplored souiveof an answer, the authors 
suggc.st. IS impact on macro-economic 
vanables such as inflation and investment 

Conscious policies lo .stabili.se the price 
of basic food were widely adopted in A.Ma 
in the 1960s. These arose in the context 
of widespread poverty and the disastrous 
political consequences ot (ckhI shortages 
Thercfoie the objectives were wider 
than just price stabilisation There was a 
desire to achieve sell-sufficiency in the 
production of ba.sic lood and to break 
the nexus between food pnccs-wages- 
inflation. of which there was an implicit 
understanding Policies followed were 
different toi food importing and exporting 
countries. But no pooi populous amntry 
can afford to let imports form a laige 
percentage of domestic consumption 
needs 

A floor price was required to maintain 
incentives foi producers and a ceiling price 


to protect consumers. The floor price was 
considered ncce.s.sary to induce the 
adoption and wide diffusion of new 
agricultural technology including high- 
yielding and pest- and discasc-rcsistaiit 
crop vanetitfs. In pure price stabilisation 
a sustainable target price must be the mean 
between the high and low prices, and is 
not necessarily linked lo any such floor 
or ceiling 

Low and stable price of the basic 
fiHHlgram was thought desirable lo keep 
down inflation, reduce upward pressure 
on wages, and improve the profitability of 
the indastnal sector In Thailand a cheap 
rice .strategy was regarded as a substitute 
tor salary iniTcases In Pakistan, lor 
example, the increase in flour jmccs was 
tied to the increase in wages for industrial 
workers ralhei than to the costs of 
marketing and disiribution. 

An alternative to pnee stahi lisation, that 
can protect producers at least, is the 
development of crop insurance and lutures 
markets m agncultural commodities. But 
crop insurance has never been very 
successful Among the reasons the authors 
give arc the frequency of advcise selec¬ 
tion and moral hazard in agricultural 
markets; crop failures are sometimes global 
problems so that the losses to be com¬ 
pensated become loo large Futures 
markets are touted as a modem panacea 
But selling forward only reduces un¬ 
certainly regarding revenues, it docs 
not reduce price variability, since for¬ 
ward and futures prices move in line 
with cash prices. Moieover futures 
markets do not eliminate production risks; 
they have a short lime horizon; transaction 
costs are too high; small farmers suffer 
from a lack of information relative to large 
traders and may he aiiaid of market 
manipulation 

The types of interventions rommonly 
lollowed were procurement, buffer stocks 
and distribution by the government, 
imports, taxes and subsidies. If paces 
arc not to respond fully to production 
vanations, they have to be offset by 


variatioas in trade or stocks rather than in 
consumption. A pnee band has to be fixed 
around an average price, taking into 
account the supply response to the new 
pace regime. The major thrust of domestic 
stock operations has been toward .seasonal 
price stabilisation, whereas imports have 
been the major instrument for inter-year 
price stabilisation. Carrying buffer stocks 
for long penods is costly. 

Did price stabilisation .schemes based 
on buffer stoct or trade measures work? 
The authors conclude that public stabi¬ 
lisation programmes were not efficient, 
but still, in all countnes and most cases, 
they led to lower vanuhility of domestic 
paces compared to international prices 
Changes in the nominal protection 
ratoocLUiicd more due to changes in 
the real exchange rate, than due to the 
policies to stabilise domestic prices 
Countries had fixed exchange rates 
through the period - simulation exercises 
show that under equilibrium exchange 
rates price vaaability is lower and the 
benefits from free trade rise compared to 
a price band scheme. Benefits arc greater 
if higher risk aveision is simulated, but 
still not high 

The pamary bcneficiaacs of the system 
were not the consumers, but the flour 
millers, the ration shop-owners and 
officials of the government distabution 
agency, and tlic subsidies involved were 
quite high. The ministiy of food ha 1 an 
inlere.st in larger procurement at a low 
price, to benefit cu.stonK;rs of the food 
distiibution system The ministry of 
agaculture wanted a high pace to plea.se 
farmers and stimulate production. 
Paiadoxes arose, such as taxing farm 
exports yet providing price support to 
farmers through the piocurement 
programme. 

Export taxes and import subsidies can 
protect domestic agents from fluctuations 
in international paces For example, if 
export taxes rise with international paces, 
price realisations by domestic farmers 
would be unchanged The trouble with 
this IS that a frequent change is required 
in tax rates but bureaucracies are not nimble 
footed Olten one group gains at the 
expense of another. In Thailand, rice 
exporters were subsidi.sing consumers. 
Domestic nee prices were kept below the 
international price, and a subsidy of 10 per 
cent below tlic open market price was 
provided to consumers. 
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PHvale traders, in both foieign trade and 
domestic markets, respond to market 
signals faster. But a wide margin is required 
between floor and ceiling price to 
encourage them. A more efficient way of 
stimulating pnvate trade is investment in 
^transport and communication inlra- 
stnicture and the development of insti- 
tutioas to finance trade. Public stocks have 
to be adequate to defend floor and ceiling 
prices. If speculation is absent, public 
stocks can be smaller. Traders will expect 
future pnccs to move in line with the 
government’s projections only if the 
govemmcni has a credible purchase and 
sales pohey 

With improved self-sufficiency as well 
as growth in per capita incomes, fond 
price fluctuations become les.s important. 
In some Asian countiies, imports of the 
basic cereal con.sumed. a.s a percentage of 
net supply, have fallen from double digits 
in the 1960s to single digits in the 1980s. 
But the impact of a price rise on the pixircst 
consumers, and coilap.se in pnxluccrs' 
prices due to an unusually large harvest 
IS still a concern. As markets gel better 
'mlegrated and traasaction cost.s in tiade 
fall, trade policies become cheaper 
compared to buffer .stocks Costs of trade 
contacts and negotiations will fall as use 
of computers and the Internet becomes 
widespread But an improvement in the 
physical inirastiucturc. such as port 
facilities and the links between ports and 
internal markets is also required 

As the hook points out. maero- 
iinplications of food prices remain 
undcrexplored. At the same time there is 
major re-thinking on exchange rate 
regimes The south Asian crisis has 
underlined the problems a.ssociatcd with 
f fixed exchange rates, but the European 
crisis bcfoic (hai implicated floating 
exchange rates Some kind of exchange 
rate management is required that allows 
exchange rates to approach equilibnum 
exchange rates without fluctuations. In an 
overpopulated developing country, such 
an exchange rate policy is likely to be 
related to food policies, since there is still 
a close link between food prices and 
inflation As the country approaches self- 
Huificiency. so that bade tecomes freer 
and domestic food prices approach 
international, the level of prodiKtivity in 
the basic food cropdetcrmines the nominal 
exchange rate that is sustainable without 
inflation. There is a level of the real 
exchange rale that delivers a target wage 
^ late. If the exchange rate is above that, 
inflation and real appreciation results 


Therefore a nominal exchange rate rule 
should be followed, whereby the nominal 
exchange rate is set to equal the ratio of 
domestic to world prices of a basic 
foodgrain. Domestic prices would then be 
constant, while the nominal exchange rate 
would be subject to small random 
fluctuations, moderated by trade margins. 
In India wheat is the natural commodity 
to implement the rule with At current 
exchange rates, domestic wheat prices are 
close to border prices. 

Oilseeds are pmtected and India has a 
clear comparative advantage in ncc, 
vegetables and fruits. II imports of wheat 
are privati,sed, but exports remain 
canalised, pnccs cannot fall below the 
border pnee .since government would buy 
and cannot nse above it since private parties 
would import Both the very pooi and 
farmers would he protected from extreme 
price fluctuations. In wheat production, 
farmers would get the highest incentive 
commensurate with low inflation, therelorc 
a real appreciation of the exchange rate 
would not occur If export is lice in 
horticulture, etc, farmers will have othci 
profitable opportunities. Consumers of 
such prcxlucts can afford to pay highei 
prices. The nominal exchange rate would 
vary with fluctuations in world agncuitural 
prices Hedging devices such as futures 
are easier to use in foieign exchange 
markets compared to agricultural markets 
With the random fluctuation in tte nominal 
exchange rate, the habit of using them 
would be encouraged. If such devices arc 
properly used to spread risk, and not for 
speculation, and arc combined with a low 
real interest rate regime, the chances of 
financial cra.shes wcaiid be reduced. 

These ideas arc developed at greater 
length in Guyal (1998a, 1998b). By 
bringing out some implications for food 
policies from the macro-economics of a 
changed regime, they take a few steps on 
a road the authors point to as promising 
but under-investigated. 
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Targeting India’s Public Distribution System 

M Ra|[luvaii 

India's Public Distribution System: A National and International Perspective 
by R Radha Krishna and Subba Rao; World Bank. Washington. D C, 1997; 
pp X + 95. 


THE book under review is a ‘work-in- 
progress' at the World Bank Hie mam 
umtcm of (his book will be incorporated 
m Its India Rural Oiwelopmcnt Report 
currently under way in the Bank's South 
Asia Rural Development Sector Unit The 
purpose of teleasing it in advance, 
according to the World Bank, is to make 
available the results ol this research ‘with 
the least possible delay' ‘to encourage 
discuitsion and comment within the 
development community' The Bank is ol 
the firm view that a closer analysis ol the 
efficacy ol bidia's public distribution 
system (PDS), as a safety net fur the pmir 
IS more relevant uxlay than at any other 
time since the goveinincnt of India is 
implementing a major economic refoini 
programme 

The theme of the hemk can be sum¬ 
marised as follows the PDS in India is 
the oldc.st and one of the most com¬ 
prehensive anti-povcny programmes m 
terms of budgetary expenditures of the 
central and state governments From the 
mid-l96Us. the PDS has evolved into a 
price support-cum-c)uaniity-rationing 
cum-subsidy programme Although the 
food .seenarioof the country has undergone 
drastic changes from one of recurring 
scarcity to a food surplus situation today, 
the PDS IS continuing more or less 
unchanged. The basic reason tor this is 
that, despite 'an over-researched subiect' 
as I ar as debates and wntings are concerned, 
tew studies have attcmptcxl to compare the 
welfare gams of PDS to the poor and its 
fiscal cost to the economy, "rhe benefits 
of transfers from the PD,S have also not 
been compared with other programmes 
intended for the welfaie of the poor Tins 
book aims ‘to fill this gap' 

Thc.se are brought out m six chapters 
The first is an introduction, which sets the 
objective and outline of the .study The last 
IS the conclusion, including summary of 
findings and options for reform The other 
chapters examine the mcome transfers 
thiough PDS, Its impact on poverty 
reduction and nutntional impravcment, 
the fiscal cost per rupee of benefit 
transferred, other welfare programmes like 
the Integrated <"htld Development Scheme 
(ICDS), the Jaw ahar R o^gar Yojana (JRY) 


and Employment Assurance Scheme 
(BAS), and the experience of other 
countries in poverty alleviation and 
nutntional sccunty programmes. 

Three major findings emerge from the 
study. First, it is ob.served that there is a 
seiious regional mislargetmg of India's 
PDS That js, m states like Kerala and 
AiKfhra Pradesh where the levelol poveily 
IS substantially low. the off take from PD.S 
1.S better, whereas in states like Bihar. 
Orissa and Madhya Pradesh where the 
level of poverty is substantially high, the 
off take is pool This, according to this 
hook, IS a confirmation of the fact that 
there IS limned accessof the ptHirtolndia's 
PDS. Secondly, it finds (hat the cost of 
operation of the PDS is too high. A rupee 
of income transfer through food and non¬ 
food Items .sold thiough PDS involves a 
fiscal cost of Rs 4 27 to the government, 
making the scheme grossly un.su.s(ainablc 
Thirdly, the welfare gain fiom PDS is very 
negligible. On per capita terms, it works 
outtounlyKs2 01 per month in rural areas 
and Rs ^ 40 per month in urban areas For 
the country as a whole, the reduction in 
poverty due to PDS is hardly two 
percentage points of the poverty ratio 

From these findings, the bonk makes 
inter aha three recommendations (I) the 
PDS should fie dcsbanded. The ration shojis 
may be converted into normal grain retail 
nutlets like other private retail shops In 
any case, it should not continue with the 
role of a sub.sidised foodgrains distribution 
channel; (2) the government control on 
ftxKlgrains market .should he phased out. 
The Food Corporation of India (FCT). 
which undertakes procurement, stock 
keeping and allocations to state govern¬ 
ments. should stop all thc.se aciisities. 
However, it may be assigned a minimal 
lolc c' purchasing foodgrains from the 
open market in competition with the pn vate 
trade for the purpose of price stabilisation 
through open market releases. (3) the 
suKsidy saved due to the phasing out FTI 
and PIXS may be utili.sed tor distnbuting 
fmxJ stamps to the poor, linking it with 
the existing rural development schemes, 
like (IRY), (EAS) and (ICDS). 

IJic manner in which the arguments are 
built up in the book begs more questions 


than it answers. A case in point is the way 
(he relationship between poverty and PDS 
is brought ouL It is common knowledge 
that wherever the PDS is strong, such as 
Kerala. Tamil Nadu and Andhra Pradesh, 
the incidence of poverty is by and large 
low. On the other hand, states like Bihu', 
Orissa and Madhya Pradesh where PDS 
IS weak, the incidence and seventy of 
poverty is very high In the latter category 
of states, the lifting ol foodgrainsallocatcd 
by the FCI is not only low but also a good 
part of what is lifted, fails to reach PDS 
outlets Whatever rcachc.N PDS outlets is 
distributed only once in a month. The poor 
do not pos.sess the ability to withdraw their 
lull ration fur the month in one .single lot 
Even if they wish to withdraw a part of 
their monthly ration quota with their limited 
pureha.sitig power, quite often, they do not 
know when, and at what time, Ihc PDS 
will remain open It follows from this that, 
if wc ate really interested in reducing 
poverty through PDS, the alternative is not 
to disband it from the states where ii 
operates efficiently but to exhort other 
Slates to follow the cllicicnlly operating 
states Nonetheless this btxik argues that 
since the access of the poor to PD.S in 
stales w’lth the highest inciikmce of poverty 
IS limited, Ol almost nothing, there is no 
point III continuing with .such a system 

The second inlciesting 'finding' of this 
study IS the estimated per capita inconre 
gam of Rs 2 01 per month in lural areas 
and Rs 3.40 per month in urban areas from 
all ItHKl and non-food item.s sold through 
the PDS The.se estimates are based on the 
National Sample Survey Organisation’s 
(NSSO's) consumer expendnuic survey 
tor 1986-87. This was a sub-sample survey, 
not a full sample sui vey The NSSO's full 
sample quinquennial consumer expen¬ 
diture survey reports lor 1987-88 and 
1993-94 were widely available in 1997, 
when this book was written Why then the 
authors took more than a decade old sub¬ 
sample survey data will be clear, i( we take 
the 1993-94 report of the NSSO and apply 
the pnee differentials between the open 
market and the PDS on the consumption 
figures 

For illustration, let us take Arunachal 
Pradc.sh, a remote food deficit state in the 
north-east. In 1993-94, the per capita 
monthly con.sump(ion of rice from PDS 
by the poor in Arunachal Pradesh was 
roughly about 5.S kg, as against his total 
cereal consumption of 12.5 kg per month. 
During Octobcr-December 1997, which 
forms the peak marketing months of the 
khan f 1997-98 season, the common variety 
of rice was selling in Arunachal Pradesh 
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at Rs 10 per kg. The retail issue price of 
rice in ration shops fm- the families below 
poverty line was Rs 4 per kg in this state. 
If we assume that the per capita cereal 
consumption remains more or less same 
over a period of time, then in 1997, the 
0 per ca|Hta income gain from the PDS rice 
alone in Arunachai Pradesh would be 
Rs 33 per month. This is more than 12 
times the gain e!>timatcd by the authors 
Irom ail items of supply through the PDS 
Following the same methodology, the per 
capita gain Irom the PDS riceconsumplion 
was as much as Rs 43 per month in 
Mizoram. In ail other north-eastern states, 
lor which comparable data are available, 
the gains were found to be much higher 

The authors argue that the per capita 
income gam from the PDS in Kerala i.s 
larger than elsewhere. Our data, however, 
do not corroborate this statement 
.According to our esliinatc, Kerala's per 
capita gain ttom PDS rice was only Rs .30 
per month dunng this period Though 
higher, this is lower than in the north-east. 
The reason is obvious Even the relatively 
liooicr consumers in Reiala arc generally 
jt uonscious about the quality of iice 
they consume If the PDS rice is not up 
to the quality standard desired by them, 
they move on to the open market and 
buy at a higher price, leaving aside some 
of their noi so essential items of con¬ 
sumption. 

1'hc main purpose ol this hook is to 
lecommcnd an allcmutive to the highly 
subsidised !T),S in India The authors find 
such an alternative in the ftxid stamps on 
the ground that they facilitate better 
taigeiing ol foodgraias to the really ptnir 
and. at the same time, help to dislodge the 
two giant bureaucratic m.stiUilions of the 
FCI and the PDS In this context, the book 
' lecounts die experience of various forms 
ot subsidised fowl iranslcis existing in as 
many as 2.3 countncsbelonging to Aincan, 
Ldim American. Caribbean and south 
A.sian regions, some of which are more 
than four decades old. Thc.se include 
quantity rationing, open general price 
subsidies thi ough parastals, I ood-for-work, 
nutniiun and school feeding, and food 
stamps While most of the 25 countries 
studied have introduced at least two or 
three of the first four programmes, only 
Sri Lanka, Jamaica and Honduras have 
IcmkJ stamps. The authors arc of the view 
that, even though it is a well-targeted and 
sophisticated scheme, many of these 
countries are not impicincniing the 
lood stamps because of the lack ot 
‘adnunistnuiveand physical infrastnictures 
required to implement it'. 


However, the detailed features of food 
stamps in Sri Lanka, Jamaica and 
Honduras, as given in separate boxes in 
this book, do not seem to support any 
superiority for thi.s scheme over the PDS 
From the fiscal point of view, of course, 
these countries are stated to have 
substantially reduced their subsidies. But 
there is no proot that this scheme provide.s 
better nutritional sccunly to the poor or 
that, after the introduction of the food 
stamps, leakages and misuses have 
disappeared In all the three countries, the 
stamps ore issued on certain rcstnctivc 
conditions, vi/,, it will be i.ssued only to 
those who have registered in local health 
clinics, to children below certain age 
groups, to pregnant and lactating women, 
and so on. Evaluation studies carried out 
hy the Woild Bank itself found that the 
really poor arc quite often excluded from 
the scheme Moreover, once included, it 
was diflicultlortheircxciusion. Secondly, 
just as the i'DS, the fiscal cost ot 
admini.slenng thi<- programme was Iiurger 
than the actual benefits accrued to the 
poor. I'hirdly, the fcKxl stamps are like 
currency notes with fixed face value The 
quantity oi foudgi ains to which the holder 
of a food stamp is entitled, goeson decreu.s- 
ing along with the increa.se in inflation. 
Thus, It gives le.ss protection to the poor 
when they rcquiie mure. If this lacuna has 
to be corrected from time to time, the only 
way out IS to leissue the stamps over and 
over again In a large country like India, 
this means in.issive additional recurring 
cxpcnsesandadminisirativeproblems I'he 
ration catd system under the PDS is free 
from such ngmarolc. 

Now, consider linking food stamps with 
health care and nii al development sc tiemes 
like ICDS, JRY and HAS. It is widely 
accepted that India's ICDS is a programme 
of supplemental y nutntion combined with 
health earc, hierai ^ and safe drinking water 
facilities aimed at children and expectant 
mothers. As such, it stands out as an 
exceptionally usclul health can' scheme 
However recent evaluation .studies of this 
programme have t cv ealed that, at its imple¬ 
mentation level, ihcrc are large coverage 
of non-eligible beneficiaries and relatively 
low coverage ot eligible ones. Similarly, 
JRY and HAS arc- also, despite being 
laboui-bdscd public works programmes, 
do not atuact the unemployed poor a.s 
expected Ai cording to the latest, tentati vc 
data released by the ministry of rural areas 
and employment, up to Dccembct 1997. 
total foodgraiiis allocated for both these 
schemes was just 12,000 metric tonnes 
The state governments lifted hardly 2 per 


centofthis allocation. Thequantity actually 
utilised out of this was only about two- 
thirds of the quantilv lifted. Even in terms 
ot physical pcriormance, there were wnk 
gaps between the targets fixed and the 
results actually achieved. 

Such dismal failures of rural public 
works programmes are not confined to 
India alone. Most ot the countries in Asia, 
Africa and Latin Amen(4i, which adopted 
similar prugrammes. aie also icported to 
be facing the same experience Even in 
China, where these programmes aie 
carefully designed and implemented, 
infirmities have been detected in their 
operations. A recent review of .selected 
public works programmes in China, by 
Jiang Zhongyi of the Cliine.se mincstry of 
agriculture and Shu Ling, an economist 
with the Chinese Academy for Social 
.Sciences, has been published in a collection 
of articles by the Washington-based 
International Food Policy Research 
lastitutc. It IS stated in the review that, 
though these programmes are targeted 
specifically for the poor areas in China, 
the taigcts arc not found to reach the poor, 
to the extent expected ot their, (see 
Emplovnunt Jor Poverty Reduction and 
Food Security. 1995. pp 75-107 ) 

TTiere could he several reasons for the 
inelicctiveness ol rural public works 
programmes in dealing w ith poverty These 
programmes do nut provide jobs ot a 
rcgulai nature. Being in the nature ot rchet 
works, India's JRY and EAS arc* regarded 
lo he suitable moic under iamine 
conditions One view is that, it these arc 
to he acceptable to the pwit dunng normal 
times, their programme content has to he 
revised to include translei of pn-iductive 
assets in the hands ni the participants It 
IS also important to note that, compared 
lo the PDS, the JRY and the EAS are ot 
very recent ongins Tlic JRY came into 
existence in 1989 and the EAS, n late 
1993. They are not even remote .substitutes 
to the PDS. whose history starts in 1938. 
Mure than 16 crofe ration cards are 
presently in circulation in India, covenng 
over 82 crore people. It is today an integral 
part ol the support pnee programme for 
the surplus farmers Demolition of the 
PDS, thus, prc-suppo.ses discontinuation 
of price support opcialtons, which is alvi 
oneol thcrcionimt*ndationsoi thcauihois 
That in essence, howcvei. incanseslnuiging 
the powerful farm lobby No political party 
government can do that without inviting 
disa.sier Those who are aware of this fact 
would not recommend such a coi.'sc of 
acti rn, unless there is a hidden intention 
lor ti.shing in troubled waters 
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THE CHASE MANHATTAN BANK 

(Incorporated in the United States of America with limited liability) 


INDIAN BRANCH 


BALANCE SHEET AS AT 31 st MARCH. 1999 


31al March, Slat March, 
1999 199a 

(Rupcck) (Rupees) 



CAHTAL ANU 
LIABILITIES 

Capital 

Reaervu and Suiplus 
Depoiitk 
Borrowings 
Other Liahthties and 
Provisions 

TOTAL 


ASSETS 

Cash and Bidanccs with 
Reserve Bank ot India 
Balances with Bonks and 
Money at Call and 
Short Notice 
Investments 
Advances 
Fixed Assets 
Other Assets 


386.487.846 3I.S.623.577 

30.274.S34 34.109.287 

6I.IOI.2.‘57 25.764.870 

624.000.000 712.500.000 


34.479.663 


63,344.320 


1,136,.34.3400 1.151442,054 


17.472.907 11.266.323 


2.450.%! 

668.560.556 

46.058,889 

17.744,846 

384,055.14! 


424.438.080 

514,978.483 

14,249,613 

186.409.555 


TOTAL 


Coalmgeni Liabilities 12 

Bills (or Collection 
Fnaaptl accounting policies 
and notes to accounts 18 


1,13644.3300 1.151442454 


6.568.569,707 63.873.205.404 


PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 31st MARCH. 1999 


Year Ended 
SCHEDULE Slat Much, 
1999 
(Rupees) 


L INCOME 

Inteiest Earned 19 

Other Income 14 

TOTAL 
IL EXFENDITLTtE 

Inteiest Expended IS 

Operanng Expenses 16 

Provisions and 
t'ontingencies 17 

TOTAL 

ID. FROnr/LOSS 
Net Profit 
for the year 
Profit/Loss 
brought foiwaid 
TOTAL 

IV. APPROntlATlONS 
Transfer to Statutoiy 
Reserves 

Tnnsler to Capital Reserve 
Remittance of Head Office 
Balance earned over to 
Balance Sheet 

TOTAL 

Pnncipal accounting policies 
and notes to Aa-ounts 18 


97,329,915 

183,705,243 


281,035.158 


107,864.571 

126.168.227 

25,676,450 


259,709448 


21..325.9I0 

26,463.847 


47,789,757 


4,265.182 

24,337.080 

19.187,495 


47,789,757 


Year Ended 
31st March, 


(Rupees) 


53.2I6..367 

143,440.610 


196,656,977 


48.675.175 

86,.342.563 

30.241.206 


165458,944 


31,398,033 

2,169.003 


33467436 


6479.606 

823.583 


26.463,847 


33467436 



Schedules referred to herein form lUi integral part of the 
Balance Sheet 


Schedules referred to herein fbnn m inlcgral part of the 

Profit and Loss Account 

This IS the Balance Sheet refeiicd to in our report of 
even dale 


This IS ihe Profit and Loss Account refemd to in our 
report of even dale 

SdJ- 

PARTHA GHOSH 

Partner 

For and on behalf of 

PRICE WATERHOUSE & CO. 

Chaiteied Accountants 

Sd/- 

DAVro K. BAGGS 

Managing Director 

Senior Cranfey Officer 

Sd/- 

MABESH ARAS 

Vice President 

Chief Adminiitratlve Officer 

Place Mumbai 

Dated. 10th June, 1999 
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THE CHASE MANHATTAN BANK 

(Incorporated m the United States of Amenca with limited liability) 

INDIAN BRANCH 


SCHEDULES ANNEXED TO AND FORMING PART OF THE BALANCE SHEET AS AT JIm MARCH. 1999 



31st March, 

3Isl Marrh, 


31sl March. 

31st March, 


1999 

1998 


1999 

1998 


(Rupees) 

(Rupees) 


(Rupees) 

(Rupees) 

SCHEDULE 1 - CAPITAL 



SCHEDUIE: 3 - DEPOSITS 


■1 

Capiiol 



A 1 Demand Deposits 



Head Office Account 



From Ol)iers 

25.101 257 


Stait-up Capital (as piescnhrd 
by Reserve Bank of India) 

llS.h?.) S77 

31.5,623 577 

II Term Deposits 

Fnim Others 

36.(X)0 «XX) 


Additions dunng the year 
(Refer Schedule 18 Note 2u)) 

7().864,2li9 


TOTAL 

B 1 Deposits oi 

61,101,257 

25,764470 

Of this. Rs 9,100,000 IS depoMled 



Brara-hes in India 

61,101.257 

25,764.870 

with the Reserve Bank of India 



II Deposits of Branches 



under Section tI(2Kh) of the 



outside India 



Banking Regulation Act, 1949 



TOTAL 

61.101.257 




25.764470 

TOTAL 

.386,487,846 

315,623,577 







SCHEDULE 4 - 



SCHEDULE 2 - RESERVES 
AND SURPLUS 



BORROWINGS 

1 Borrowings in India 



1 Siatutoiy Reserves 



Other Banks 

IIKI.IXM) iKHi 

55(1,000.000 

Opening Balance 

6.821.8S7 

542 251 

Other Institutions 

524,IX)0<KK) 

162.500,000 

Additions during the year 

4.263.182 

6.279.M)(i 

and Agencies 

TOTAL 

11,087,»39 

63214157 

TOTAL 

624,000.000 

712,500,000 

II Capital Reserve 



.Secured Bnitowings 



Opoung Balance 

823,583 


Included alhivc 

’ 


Additions dunng the year 

- 

823 583 





823.583 

82.3.583 

SCHEDULE 5 - OTHER 



Transfer to Investment 



LIABILITIES AND 



Fluctuation Reserve 

(823.583) 


PROVISIONS 



TOTAL 


823.583 

I Bills Payable 

14 388 

32.933 




U Interest Accrued 

871 328 

11..302.707 

lU Investment Fluctuation 



III Others (including 



Reserve 



Provisions) 

33 .593 947 

52,008 680 

Transfer from Capital 






Reserve 

Uhiised Towards 

823.583 


TOTAL 

.34,479.663 

63444420 

Depieciaiion on Investment 
in Secunties dunng 



SCHEDULE 6 - CASH 



the year 

(823,-583) 


AND BALANCES WITH 






RESERVE BANK OF INDIA 



TOTAL 

• 

• 

I Balances with Reserve 



IV Balance in Profit and 



Bank of India 



Loss Account 

19,187.495 

26.463.847 

In Current Account 

17.472 907 

11.266.323 

TOTAL a. n. m and IV) 

30074,534 


TOTAL 

17,472.907 

11.266423 
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THE CHASE MANHATTAN BANK 

(Incorporated in the United States of Amenca with limited liability) 


INDIAN BRANCH 


SCHEDULES ANNEXED TO AND FORMING PART OF THE BALANCE SHEET AS AT 31st MARCH. 1999 



.tlsl Manh, 31st March, 
1999 1998 

(Rupees) (Rupees) 


SCHEDULE 7 - BALANCES 
WITH BANKS & MONEY 
AT CALL 8t SHORT 
NOnCE 

I In India 

I) Balances with Ranks 
In Currenl Accounts 

TOTAL 

II Outside India 

In Cumnt Accounts 
Muncy at Call and 
Short Notice with Banks 

TOTAL 

TOTAL a and II) 

SCHEDULE 8 - INVESTMENTS 

investments in 
India - Current 
i) Government Secunties 
It) (Xher Approved 
Secunties 

TOTAL 

SCHEDULE 9 - ADV.VNCES 

A1 Bills Receivable 
II Overdraft Repayable on 
Demand 

TOTAL 

B 1 Unsecured 

TOTAL 

C Advances in India 
I Others 

TOTAL 


:V>‘»S((S 97S,4W) 


2.369.505 975.430 


81,456 866.150 

422.5%.5(X) 


81.456 423,462,650 


2,450,961 424,438,080 


660,660.556 507 078 483 

7.900.000 7 900,000 


668,560J!S6 514,978,483 


616.450 

45,422.439 


463)58,889 


46,058,889 


46,058,889 




j .SCHEDULE 10 - FIXED 

1 ASSETS 


Other Fixed Assets 
(including furniture 
and fixtures) 

At cost at the beginning 
of the year * 

Addiiiniis during the yeai 


Deduction dunng the year 


DcpFrci.ition to date (refer 
Schedule 18, Note 2(d)) 


TOTAL 

SCHEDULE 11 - OTHER 
A.SSKTS 

I 

Interoffice 
adfustment (net) 

II 

Interest Accrued 

111 

Tax Paid in Advance/ 

Tax Deducted at Source 

IV 

Stationeiy and Stamps 

V 

Others 


TOTAL 

SCHEDULE 12 - CONIINGEIinr 
UABILITIES 

I 

Liability on account of 
outstanding forward 
exchange contracts 

II 

Guarantees given on 
behalf of consutuents 
in India 

III 

Acceptances, 

Eiuiorsements 
and Other Obligations 


TOTAL 


31st March. 31sl March, 
1999 1998 

(Rupees) (Rupees) 


11 649,040 
14.304.662 


27,011,792 

6.635.248 


47.95 (.702 
(8,4.12 175) 

33,649,040 

39..521..127 

.13,649,040 

(21,776 181) 

(19 399.427) 

17,744,846 

14449.613 

4,124,474 

I3..154.8I1 

10.569,026 

23,936,773 

13.868,921 

23,084 

352,683 851 

37.493.021 

40,585 

114,.170,150 

384,055,141 

116,409455 


23,452,229,698 61.273,220.316 

1.390,270 383 1.201.609.901 

1,726.069.626 l.398J7S.)87 


a636B3M,7«7 
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THE CHASE MANHATTAN BANK 

(Incorporated in the United States of Amenca with limited liaUlity) 

INDIAN BRANCH 


SCHEDULES ANNEXED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED 31st MARCH. 1999 



SCHEDULE 13 - INTEREST 
EARNED 

1 Inleiest on advances 
il Income on mvesiments 

III Inleiest on balances with 
Reserve Bank of India and 
other inier-bank funds 

IV Others 

TOTAL 

SCHEDULE 14 - OTHER 
INCOME 


I 

Commission, Exchange 
and Bitdterage 

II 

ProruALoss) on Sale of 
Investments (Net) 

III 

Profit on Sale of 
other Assets 

IV 

Profit on exchmige 
transactions (Net) 

V 

Custody/fund accounting 
fees (Refer Schedule 18. 

Note 2(b)) 

VI 

Miscellaneous Income 


TOTAL 

5CHEDUU IS'INIRREST 

EX] 

■ENDED 

1 

Interest on deponts 

II 

Interest on RBV 
laler-baidc bomwings 

Ul. 

IntciBit oa txansactioiis of 
rrpiiiKliaat of secmities 

IV. 

Olhen 


TOTAL 


31at March, 
IW 
(Rupees) 

.—. 

31st March,: 
1998 
(Rupees) 

4.14,529 

6.854 

47,5.19,711 

21,502,506 

49,1.17,732 

29.524,014 

217.943 

182,993 

97329,915 

53316367 

26.128.551 

• 

28,709,101 

(147,486) 

21,876.091 

820,090 

127,500 

82,084,435 

90.704,968 

48,116.706 


26.702,947 

2,022.750 

183,795343 

143,440,610 

927,200 j 

3.859.472 

105,625,416 

44,623.750 

l.3(a.736 

- 

9,129 

191,953 

197364371 

48,675,175 



SCHEDULE 16 - OPOUTING i 

EXPENSES I 

j 

I. Payments to and provisions 
for employees 

il Rent, taxes and lighting j 

HI Pnnting and stationery 

IV Advertisement and publicity 

V Depreaaiion on Bank's 
property 

VI Local Advisory Board fees, 
allowances and expenses 

VII Auditois' fees and 
expenses 

VIII Law charges 

IX Postage, telegrams and 
telephones, etc 

X Riqiairs and Maintenance 

XI Insurance 

XII Sub-custodial charges 
(Refer Schedule 18, 

Note 2(b)) 

XIII Other expoiditure (wcluduig 
travel) (Refer Schedule 18. 
Note 2(e)) 

TOTAL 

SCHEDULE 17 - PROVISIONS 

AND CONTINGENCIES 

Charge for the year 

(Refer Schedule 18, 

Note 2(fXh)) 

Leas: Tianafisr from Investment 

Pluctuabon Reserve 

TOTAL 



(823,583) 


35.67MM 


34U41,2M 
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SCHEDULE 18 

PRINCIPAL ACCOUNTING POLICIES AND NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31st MARCH, 199f. 

t. Principal Accounting Policies 

(a) General 

The accon^anying financial statements have been prepared in accordance with generally accepted accounting pnnciplet on the 
histoncal cost basis and conform to the statutory provisions and practices prevailing within the B^uig Industry and in the country 

(b) Tranaactlona involving foreign eachange 

(I) Monetary assets and liabilities in foreign currencies have been translated at the exchange rates prevailing at the close of 
the year Non-monelary assets have been earned in the books at the contracted rates 

(II) Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction 

(III) Outstanding forward foreign contracts have been revalued at the exchange rates prevailing at the close of the year and 
the resultant profit/ioss is transferred to revenue in accordance vith FEDAI guidelines 

(c) Invcatmcnta 

All investments held by the Indian Branch are categonsed as “current investments" and ore valued as follows • 
where quotations are available, at cost or market value, whichever is lower 

where quotations are not available, on a yield to matunty basis as prescribed by the Reserve Bank of Indm 

(d) Repurchase and resale transacllons (Repo) 

Repo transactions are treated as secured bonrowing/lendmg transactions The difference between purchase and sale consideration 
IS treated as interest and is accounted as income or expenditure, as the case may be, over the period of the contract 
(c) Fixed AsscU 

(i) Fixed assets have been accounted for at their historical cost 

(ii) Depreciation has bees provided from the month in which the asset is capitalised on the straight-line method over the useful 
life of the asset The rates for this purpose are as follows 


Asset Type 


Depreciation rate (per annum) 


Leasehold Improvement lease term or 10% whichever is higher 

Commumcation Equipment 20 00% 

Office Equipment 2000% 

Security and Mechanical Equipment 2000% 

Computers 2S 00% 

Motor Vehicles 33 33% 

Fiimiture and Fixtures 1000% 

in respect of sale/disposal, no depreciation is proviifed in the month in which the asset is disposed off 
Expenditure incurred on software purchases and items individually costing less than U S Dollars 1.000 ore fully charged off to 
the Profit and Loss Account 
(I) Revenue recognition 

Interest income is recognised on an accrual basis 

In case of non fund-based activities such as financial advisory services, etc the revenue is lecognised on completion of the servioes 
being rendered and the bills raised for the recovery of fees 

Amortisalxxi of ptemnims and aoaetnn of dneounts are reoqgmsed as expense or revenue on a net basis, over the bfe of the in iP iB m M t 

(g) Staff benefits 

Contributions to provuieni fund, gratuity and pension benefits are charged to the Profit and Loss Account on an occmal and/ 
or actuarial valuation basis' 

(h) NetProftt 

The net profit disclosed in the Profit and Loss Account is after. 

• Provision of Income tax and wealth tax in accordance with statutory requirements 

• Other usual or necessary provisions 

• Adjustments to the value of “cuixent investments” m government and other approved securities in India valued at lower of 
cost or market value 

Other NaUs 

(a) During the year ended 3lsi March, 1999, The Chase Manhattan Bank globally acquired The Morgan Stanley Tnist Conqtany 
which IS the custody arm of Morgan Stanley Dean Witter A Company. As a 'esult of this global acquisition, all the assets and 
liabilities of Morgan Stanley Trust Company in India as on 30th September, 1998 have been merged with The Chase Manhattan 
Bank, Indian Branch at book value The consHieration for the acquisition has been paid globally and apportioned to the Imliaa 
Branch for the assets and liabilities taken over in India aggregating Rs.70,864,2fi9 which has been account^ in the Indian Branch's 
books at additional capital received diinng the year. 

la pnncipic approval for the merger has been granted by the Securities and Exchange Board of India (SBI) and Reserve Bank 
of India The &ock Exchange, Mumbai, National Stock Exchange of India Limited, National Secuntiet Depository Limiled. NotioaH 
Securities Clearing Corporation Limited have also been mformed about the merger The certifkoie of registration ftom SBBL 
for carrying out custodial activities is awaited 
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THE CHASE MANHATTAN BANK 

(Incorporated in the United States of America with limited liability) 

INDIAN BRANCH 


NOTES TO THE ACCOUNTS CONTINUED... 

(b) The Chase Manhattan Bank, Indian Branch provides facilitauon, custody, securities processing and clearing and related services to 
The Chase Manhattan Bank New York (CMB NY) and The Chase Manhattan Bank Luxembourg S A, (CMBLi For providing these 
services, the branch charges fee to CMB NY and CMBL. which is accounted on an accrual basis Fund accounting fees charged to 
Morgan Stanky Asset Management India Pnvale Limited for the fund accounting services provided to Morgan .Stanley Growth Fund 
are accounted for on an accrual basts The fees accounted during the current year aggregates Rs 48.116.706 Sub-custodial charges 
Rs 13,397,077 have bMn paid dunng the year for receiving custody related services 

(c) The Indian Branch has established a detailed programme to address and minimise the impact of Year 2000 related issues The programme 
also covers the customers, key suppliers and other business associates, in view of the potently widespread impact of this issue In 
the Management’s opinion, the Indian Branch expects to be Year 2000 compliant, in respect of areas which otherwise may vitiate the 
capacity of the Indian Branch to operate as a going concern in the year 2000 

(d) (I) The leases of the office premises at Maker Chamber VI has been prematurely terminated by the Management of the Indian Branch 

duiing the year ended 31st March. 1999 

(ii) The Indian Branch follows a policy of amoitising leasehold improvements and depreciating furniture and fiuuies as indicated 
in Note I e (ii) above However, in view of the earlier termination of the leases, as specified in (i) above, leasehold improvements 
and immovable items of furniture and fixtures have now been amortised/depreciated on the basis of the early termination of the 
lease 

(III) HskI the previous rales of depreciation been followed, the omortisatton/depreciation charge for the year would have been lower 
by Rs 2.156.993 and the profit for the year before tax higher by an equivident amount 

(r) Head Office expenses of Rs 2.760,(X)0 (Previous year Rs 4.(K)n,000) charged to the Profit and Loss Account and included in Operating 
Expenses - "Other Expenditure" is subject to confiimation 
(D The addttloiial discluaure In terms of Reserve Bank of India circulari: 

(i) Percentage of net non-performing assets to net advances is Nil. (Previous year not applicable ) 

(II) Break-up of provisions and contingencies for the year ended 3lst Match, 1999 

• Provision for income tax Rs 25,500,000 (Previous year. Rs 30,989,000) 

• Provision for wealth tax Rs 75,000 (Previous year Rs.7S.789) 

• Provision for interest tax Rs Nil (Previous year Rs Nil) 

• Provisions/wnte off of non-performmg assets Rs Nil (Previous year Rs Nil) 

• Provision for depreciation in value of investments RsnS.033. (Previous year Rt (823,583)) 

(ill) The capital adequacy ratio (CAR) of Induui Branch as at March 31. 1999. 

• Tier I ■ 12 53% (Previous year 13 00%) 

• Tier Ii - Nil (Previous year. 003%) 

(IV) Interest income as a percentage to working funds is 8 57% (Previous year 4 62%) 

(V) Non-mterest income os a percentage to working funds is 16 17% (Previous year. 1246%) 

(VI) Operating profit at a percentage to woiking funds is 4 14% (Previous yeaf 5 35%). 

(vii) Return on assets is I 86%. (Previous year 3.65%) 

(viii) Business per employee is Rs. 629,482 (Previous year Rt 1.431,673) 

(ix) Profit per employee u Rs 426J18. (Previous year Rs 1.012.840) 

(x) Gross value of investments - In India Rs 669,822.256 (Prwious year Rs 515,315,150) 

Outside India Rs Nil (Previous year Rs. Nil) 

(g) Previous year's figures have been regrouped/reamnged wherever necesaoiy 

fignature to Schedules I to 18 forming past of the Accounts and to the above notes 

The Schedules referred to above and the attached notes form an integral part of the Accounts 


Sd/- 

PARTHA GHOSH 
Partner 

Pbr and on behalf of 
PRICE WATERHOUSE & CO. 
Chartoed Accountants 

Place: Mumbai 
Dated: 10th June, 1999 


Sdf- 

DAVU) K. BAGGS 
Managing Director 
Senior Country Officer 


Sdf- 

MAHESH ARAS 

Vice President 

Chief Administrative Officer 
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CHASE the chase MANHATTAN BANK 

(Incorponued in the United States of Amenca with limited lliMlity) 

INDIAN BRANCH 


AUDITORS* REPORT 

On the accounts of the Indian Branch of The Chase Manhattan Bank (Incorporated in the United States of America 
with limited liability) in accordance with Section 30 of the Banking Regulation Act, 1949 

1 We have audited the attached Balance Sheet of the Indian Branch of The Chase Manhattan Bank (Incorporated 
in the Untied Slates of America with limited liability) as at 31st March, 1999 and the relative Profit and Loss 
Account for the year ended on that date, both of which we have signed under reference to tins report 

2 The financial statements of the Indian Branch of The Chase Manhattan Bank for the financial year ended 31st 
March, 1998 were audited by other independent accountants whose report dated 17th June, 1998 expressed an 
unqualified opinion on these statements. Balances as on 1st Apnl, 1998 have been considered as opening balances 
for the purpose of these accounts 

3. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub'sections (1), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act. 1956, 
the Balance Sheet and the Profit and Loss Account together with the notes thereon and attached thereto are no* 
required to be and are not drawn up in accordance vvith Schedule VI of the Companies Act, 1956 The accounts 
are, therefoie drawn up in conformity with Forms ‘A’ and 'B* oi the Third Schedule to the Banking Regulation 
Act, 1949. Subject to the foregoing observations we report, in accordance with sub-section (3) of Section 30 of 
the Banking Regulhtion Act. 1949, that. 

3.1 We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory. 

The transactions of the Indian Branch, which have come to our notice have been within the powers of the Indian 
Branch of the Bank. 

In our opinion, proper books of account as required by law, have been kept by the Indian Branch of the Bank 
so far as appears from our examination of those books 

3.4 The above-mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with 
by this report are in agreement with the books of account. 

3.5 In our opinion and to the best of our information and according to explanations given to us, (he Balance Sheet 
^ and Profit and Loss Account together with the notes thereon and attached thereto, give the information required 

by the Companies Act. 1956 as amended in the manner so required for banking companies and on such basis, 
give a true and fair view; 

(i) in the case of the Balance Sheet, of the state of affairs of the Indian Branch of the Bank as at 31st March. 1999, and 

(ii) in the case of the Profit and I oss Account, of the profit for the year ended on that dale 

4. We draw attention to Schedule 18, Note 2(c) to the accounts. It may be noted in this connection that our audit 
IS not intended, designed or performed to provide and accordingly, does not provide any assurance that the Indian 
Branch’s internal systems or those of its external dependencies are/or will be Year 2000 compliant and we arc. 
therefore, unable to comment on the Management's opinion in this regard. 

Sd/. 

PARTBA GHOSH 
Partner 
For and on behalf of 
PRICE WATERHOUSE A CO. 

Place. Mumbai Chartered Accountanu 

Date : June 10, 1999 


3.2 

3.3 
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Agricultural Modernisation and Social Inequality 

Case Study of Satara District 

B B Mohanty 

Such agricultural modenusation as was introduced by the British raj was based on exploitative land, labour 
and credit relations and was promoted with our eye to colonial interests. The modernisation that independent 
India has witnessed has impioved the lot of peasants of all categories, hut the large farmers have come 
to dominate rural society. Social equality remains elusive. 


I 

Introduction 

AGRICULTURE being the mainstay oi 
the rural Indian economy around which 
socio-economic pnvileges and drpri- 
vatioas re volve, any c hange in its structure 
is likely to have a corresponding impact 
on the existing pattern of social inequality 
Indian agriculture has c xpei lenccd a senes 
of substantial changes since the British ra| 
days The changes in the post-indepen¬ 
dence penod are significantly different 
troiii those in the prc-independcncc period 
in nature and extent and the approach to 
them Therefore, any attempt to understand 
the trend of agncultural development and 
Its consequent impact on rural society must 
take the roles of cotonialism and planning 
into account 

Bntish colonialism attempted through 
new land tenures, commercialisation ol 
agriculture and expansion ot the imlitico- 
legal system to transform the agrarian 
economy with the aim of increasing the 
agncultural production that could be used 
(as raw matenal) for Britain’s industria¬ 
lisation on the one hand, and on the other 
for polansing Indian rural society into 
classes for pursuing the 'divide and rule’ 
policy. The government of independent 
India tned on the basis of the socialistic 
and democratic values of the new 
Constitution, to set upon a path for higher 
growth along with social justice through 
planned development withthe state playing 
the central role. 

In the early states of planning, however, 
there was no explicit emphasis on 
distribution of gains, though land reform 
measures were introduced with the 
professed aim of removing inequality 
Subsequently, when doubts were rai.sed 
about the ’tnekhng down' of the benefits 
of growth, emphasis was placed on 
di.siributive justice Tlie policy of growth 
with ,ociai justice is the main thrust of 
Indian plu.ining, and it has been in 
operation in all the five-year plans, though 
with varying degrees of emphasis. 


However, a mea.sure which is scon as a 
measure of economic development and 
growth need not necessarily work out as 
a measure of distributive justice as well. 

In many third world countiics the 
concepts ol increased productivity and 
distributive justice have been seen as being 
opposed to each other [Mcnclui 1978 .'ll 
As mother A.sian countries, moreover, the 
existence of extremes of privilege and 
deprivation is the basic feature of Indian 
agianan society, in which the ht'iiofits ot 
social rclorin nica.sures are olten siphoned 
off atthetopIBcteille l974;Myrdul 1972; 
Chakravarty 1983]. It needs to he examined 
how fat, in a siK'icty of this kind, where 
inequality is viewed as the basis ot social 
relationship, the new strategy ol 
agnt ultural development has achieved the 
desired objectives. ® 

In the post-independence phase 
Maharashtra adhenng to the approach ol 
the central goveinnilnt. has attempted 
systematically to modernise its agriculture 
through land reform, largc-.scalc imgatum, 
mechanisation, expaasion ot the credit 
network, adoption of high yielding crop 
varieties and other developmental 
measures. As a result, the ctncieiicy of 
agriculture in the state has improved 
significantly in terms of land utilisation, 
the cropping pattern and the technological 
dimension and signs ol change have 
become widely visible But the emerging 
implicaiionsof these wide-rangingchanges 
for the professed goal of .social equality 
are not very clear. 

Agninan studies in India on the effects 
ot gricultural modernisation vary 
immensly in .style and temper, but they 
generally subscribe to three important 
views in this regard 

(a) One group holds that the agricultural 
modernisation measures, instead of 
removing the earlier inequalities, have 
created further inequalities [Paithasaralhy 
1970,1991. Frenkel 1971; Epstein 1978; 
Dasgupta 1977, Pearse 1980; Dhanagare 
1987, Byers 1981; Mencher 1978; Gnffin 
1972]. 


(b) Another group argues that by 
improving the economic condition of the 
poor peasants and the landless agricultural 
labourers, the new measures have reduced 
the earlier inequalities [Byln 1983; Ha^cll 
ct at 1991, Ahluwalia 1978, Lipton and 
Longhurst 1989; Melloi 1978; Rutten 
1977, Shergill and .Singh 1995) 

(c) A third group views the mock'rnising 
measures asapackage having mixed effects 
(Rhalla and Chadha 1983; Naidu 1997; 
Athreya et al 1990, Han iss 1991, Agarwal 
1983] 

However, a levicw of the .studies sub 
senhing to lhe.se three .schcnils of thought 
revealed that while some of the studies 
had been undeitaken duiing the early 
phasi' ot agricultural modernisation, many 
ol them confined then analysis to the 
macro level, concentiating on the indi¬ 
vidual c omponciits ol modernisation The 
mo.st important feature common to the.se 
studies IS that they are largely based on 
the ground icalities in Punjab, Haryana, 
Tamil Nadu and we.stcm Uttar Pradesh 
It appears, us observed by BradncK'k 
(1984 138), that the in igated wheat lands 
of the north-west and tfio iice-grtwmg 
deltas of the sotitli-cast have been .seen 
as laboratoiics for experimenting with 
agncultural change in preparation fur the 
transfer of .successful models aemss the 
country 

Given the diversity of natural and social 
environments in south Asia, Farmcr( 1986) 
remarks, “it is prima fane not to be 1 
expected that the ‘new technology' would 
operate in the same way oi have the same 
social and economic effects all over south 
Asia, or even all over any one of its 
countries”. In such a context, the findings 
of studies conducted in other parts of the 
aiuntry may not fit neatly into the situation 
in Maharashtra where the agro-climatic 
conditions, .spcio-cultural features and 
histoncal specificities are differentrSo far 
as agrarian studies on Maharashtra aa' 
concerned,^ they have not devoted attention 
to theeffects of agricultural modemisaiiofi 
mea.sures on social inequality. Studic 
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involving analysis of the collective impact 
of such measures on social inequality both 
at the micro and macro levels and linking 
historical with contemporary data and 
economic with social phenomena are 
almost non-existent 

In the light of this background the present 
study attempts to examine the nature and 
extent of social inequality in rural 
Maharashtra in the context of agricultural 
modernisation with reference to Satara, 
the most highly modernised^ in the sphere 
u( agriculture of any district in the state 
The main object! ves of the study are. (a) to 
examine die nature and extent of agri¬ 
cultural modernisation-^ in historical 
perspective; fb) to analyse the impact of 
the modcmisation measures on vanous 
categories of the rural population, and 
(c) to find out the pattern and trend of 
social inequality.'* 

The papci is organised into five .sections 
While the following section makes an 
inquiry into the nature of the interaction 
between the framework of agriculture and 
siKial inequality in Satara district at the 
macro level belore independence, the third 
section analyses the po.st-indepcnJcncc 
situation The fourth .section pmsents a 
compichensive account of the sti ucture of 
s(K lal inequality as it exists at the village 
level The last .section picsents the 
conclusion 

II 

British Impact 

Sataiaisonc ol the westernmost districts 
of Mahara.shtra. The district found its place 
on the map of the raj in IK48, when it 
lap.sed to the Britishers on the death of 
.Sahaji Raja' Pi lor to the British occupancy 
It was undei the control of the Marathas, 
the Moghals and otiici Muslim rulers. 
Befoic the Muslim iiiva.sion ot Deccan. 
Satara was unde, the control of the Yadavs 
of Devagin. who inhciitcdthe region from 
earlier Hindu rulers.*’ Our knowledge of 
the agranan economy of the district before 
the British period suffers for want of 
systematic and elaborate information 
However, it is evident fmm the available 
sources that the early rtilcrs did not take 
much interest in agncultural development 
There were successive pha.ses of wars and 
conquests luid the rulers-confined their 
attenuontorevenuecoilection. whichoften 
amounted to a lion’s share of the output. 

Agncultural production was carried on 
with primitive technolr^y and the area 
under cultivation was adjusted to increases 
and declines in population. The rulers 
spent whatever surplus could be extracted 
largely to meet military and administrative 
needs. The system of revenue management 


then prevailing could never lead to 
improvement in agriculture.'^ 

'The agrarian structure of Satara 
witnessed profound changes during the 
colonial penixl owing to the introduction 
of new land tenures, commercialisation of 
agriculture and the growth of Bombay as 
a centre of capitalist development. Satara 
came under the direct control ol the 
Britishers in 1K48. though the relevant 
regulation was niH introduced till 1863 
At the outset the British regime, keeping 
in view the high revenue assessment of 
the Maiathas. only regularised and 
systematised (he earlier system. Although 
the assessment was m^e high by the 
Marathas, they could not always collect 
It in fuB* Nevertheless this served as a 
model lor the Briti.sh. 

The tirst revenue .survey and settlement 
of diifcient talukas tn the district was 
completed between 18S2 and 1863. 
levision settlements were undertaken in 
1981-92 and l92b-27. The land revenue 
rates were levtscd in each settlement The 
Survey Act ol 1865 abolished all the 
previous tenures and introduced the 
'rayalwan' tenure ol hcntable and transfer¬ 
able occupancy nghts - which had been 
extended to Bombay presidency in 1830 
llic new tenure differed from the old 
'mirasi' tenure in fourimpoitant re.spccts‘* 
(a) the occupant was given the nght to sell 
or otherwise alienate his land without 
government (icrmission, (b) the occupancy 
right was liable to forfeiture if the holder 
fai led to pay (he asscs.smcnt, (c) the a.ssc.ss- 
ment was liable to revision once every 
30 years; and (d) a guarantee was given 
that no additional taxation would be 
imposed on avcount of improvements 
made by the occupant 


The piovi.sions of the new land tenute 
enhanced the propensity to invest in land. 
The pnvileged and affluent sections who 
were earlier reluctant to increase their 
holdings started acquiring more land, as 
a result of winch landholding disparities 
a.ssumed significant proportions.*® It is 
found that in 1882-83 more than 57 per 
cent of the holdings werc ot le.ss than 10 
acres each and the rest ot the holdings 
ranged tram 10 plus to more than 400 
acres each. 

The agricultural policy of the raj was 
designed tn feed Britain's industry and 
Britain-based industrial units in Bombay 
and elsewhere. Whatever agricultural 
modernisation was initiated kept colonial 

TABir2 Numblr OF TKANSFhks iM-L and AND 
Abfa Transform n I‘JOl-92 lo 19111-19 

Yeai Reventic-paying Rewnuc-fiee Land 
Land ( PaniaUy orWtioll)) 
No of Area No of Aiea 
Tnnsters (ui acnail Transfers (in acKs) 


1901-02 

I2..S03 

32,69.1 

1444 

5.640 

1902-01 

13,041 

35.759 

1,902 

6,068 

190.1 04 

11.727 

42.374 

1.412 

6.124 

I904-0S 

14.109 

42.758 

1,7.12 

5.749 

19()S-()(S 

14.078 

53.8(X) 

1,294 

4.59.1 

l90li-()7 

1.1,784 

16192 

2.204 

7,221 

1907-08 

13.231 

39.974 

1,672 

5.953 

1908-09 

14.066 

41.49.1 

1.790 

5.022 

1909-10 

12,66.1 

15.770 

1,116 

8Z’5 

1910 11 

9,9.11 

11..198 

1,119 

1.926 

1911-12 

9.2(W 

27.(M8 

1.116 

1,341 

I9I2-I.1 

8.179 

27,017 

1.117 

4.199 

1913 14 

9,680 

28.881 

1.222 

.1.816 

I9I4-IS 

11..169 

31.587 

1.169 

1.898 

1911-16 

10.311 

29,169 

1 198 

5,611 

1916-17 

10,147 

10.086 

1 .14.1 

6..191 

1917-18 

1 l.4iK> 

31.946 

1 774 

1.769 

1918-19 

l.1,.194 

19.2,11 

2.09.1 

7,427 


Souiit AgriLultural .Statistics iit Brilish India, 


vanous issues 


TaMI I I.AMI UrUISATIUN. IRRIUATIUN INTIKSIIV. CrOFFIMi ISTINSin AND Croffini, Paitfrn 

(1891-92 70 114.S-46) 


Yeoi 

lolal 

Net .Sown 

Ratic of 

Croppinfi 

Area 

Area 

Aiea 

Area 

Total 


f'ultuahle 

Area 

litigated 
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1891-92 

2864181 

60 10 

.187 

104 26 

92 71 

150 

0 77 

044 

1 02 

1891-96 

2819162 

5.1 50 

7 17 

107 12 

90 47 

7 02 

0 76 

0 16 

1 75 

1901-02 

28(16671 

11 94 

7 12 

106 11 

94 11 

4 08 

0 61 

0 19 

I 18 

1905-06 

2880299 

49 67 

.154 

107 04 

92 52 
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0 66 

0 64 

1 07 

1911-12 

10894KI 

11 48 

6 37 

101 54 

88 44 

9.,3(l 

0 71 
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1 12 

1911-16 

1089178 

62 88 
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6 82 

0 71 

0 46 

1 08 

1920 21 

1142842 

61 59 

5 28 

iOl 96 

92 95 

5.42 

(118 

0.15 

) 01 

1925-26 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

I9H-.12 

31336:6 

67 02 

5 50 

100.14 

86.11 

II S9 

0 61 

0 94 

1 30 

1915-16 

1111701 

67 97 

6 14 

101 18 

81 82 

12 47 

0 75 

0 61 

0 96 

194142 

3134140 

6.187 

5.17 

101.16 

84 80 

13 94 

0 48 

018 

0 79 

194.1-46 

3114910 

63 40 

5 29 
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86 11 

12 98 
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Notf NA = Not Available 
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interests in view. Up to the end of Maratha 
rule, their was no major souiceofimgauon 
in Satara except a limited number of tanks 
and wells (most of which remained dry 
dunng the years of low rainfall). To support 
and extend the commercial trend of 
agriculture, the British undertook the con- 
stniction ol a senes of imgation works. 
Within 30 years (1848 to 187t>) around 
seven major canals were constructed and 
these could irrigate more than 6,000 acres 
of land." A number of wells, temporary 
dams, water lifts, ponds, reservoirs, etc, 
were also constructed 
As a result, a significant percentage ol 
the net sown arcaof tlie distnct was irrigated 
(Table I), which facilitated the cultivation 
of sugarcane and other cash crops The 
total cultivable area and net sown area 
were also increased, and the cropping 
intensity went up (Table 1).** The tradi¬ 
tional cropping pattern was changed, and 
emphasis was placed on the cultivation 
of cash crops, especially cotton. During 
18S0-S1 native cotton was grown only on 
11,155 bighas Its production increased 
gradually, but the quantity vaned with the 
state of the foreign market. Though the 
greater part of the produce was used within 


the borders of today's Maharashtra, a 
significant portion was exported to 
Manchester. 

Attempts were made to introduce new 
vancties of cotton such as Orleans and 
Broach cotton to increase productivity.*'* 
In .some parts of the distnct the peasants 
were lorccd to adopt the alien seed 
varieties The area under cotton and 
cotton production increased more rapidly 
during the penod of the Amencan Civil 
War (1861-65)'^ when the supply of the 
fibre from the US (to Britain) was 
interrupted Later, howevn', the growing 
of cotton fell (Table 1) in tandem with 
local demand following increasing imports 
of European and Bombay pieccgu^s*** 
and perhaps also because of the emergence 
of the Xhandesh and Nasik region as the 
major exporter'^ of the crop 

From the beginning of Bntish rule over 
Satara sugarcane cultivation was also 
encouraged.^ New varieties .such as 
Mauntius and Chinese sugan-ane, which 
were mostly gniwn in Europe and which 
had very short intervals between sowing 
and reaping, were introduced in the distnct. 
Though the area under sugarcane increased 
gradually dunng the initial phase of Bntish 


rule, die falling of sugar prices in the later 
phase discouraged the peasants from 
increasing the tillage area for this crop. 
With a nse in grain prices and improve¬ 
ments in agricultural infrastructure, the 
area under foodgrains increased during 
the early penod of British rule. It started 
dcclimng later owing to expansion of the 
area under oilseeds (Table 1). 

Such commercialisation of agriculture 
along with higher land revenue created a 
need for more working funds, as a result 
of which peasants increasingly fell into 
debt. The indebtedness also grew between 
1862 and 1865, tlic years of the American 
civil war, with money becoming extra¬ 
ordinarily cheap and higher prices being 
fetched by field produce.^* The economic 
ainditionof the peasants was fortheraggra- 
vated by frequent famines. Widespread 
and recurring famines became a feature 
of the Briti.sh period owing to increasing 
cultivation of cash crops in preference to 
food crops and growing population 

But tho.se who had land and other 
re.sources became wealthier by taking 
advantage of the demand for cash crops. 
The landholders and traders belonging to 
the brahmin, Gujarati vani, Marwai vani 
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and maratha'commimities emerged as 
professional moneylenders who accu- 
mulatedlaigequantitiesoflandby trapping 
peasaitts in d^t Prior to British rule in 
Satara, land was not liable to sale for 
meeting debt, and the lendere were also 
fewer in number.^^ During the Bnti^ 
^ period, the provision of the Survey Act 1 
of1869 which made landdisposableeither 
by sale or mortgage induced the money¬ 
lenders to encourage the peasants to take 
loans secured by land The usurers had an 
eye on debtor's lands. When the debt 
amount reached breaking point they insi¬ 
sted that the debtors dispose of their lands. 

Due to this exploitative moneylendtng 
system agrarian nots broke out in some 
parts of the district in 1874 and 1873.^^ 
As recommended by d» Deccan Kiots 
Commission, the Deccan Agncultunsts' 
Relief Act (XVII oi 1829} was made 
applicable to Satara distrir^. However, 
though the Act restricted the creditor’s 
power ot recovery, this rcstnction was 
easily evaded through fictitious sales with 
oral agreements It is revealed by a 
survey-' that the total land owned by 
. moneylenders incrca.scd fromS 3 percent 
111 1876-77 to 6 4 pet cent in 1888-89 

Land was mortgaged either with or 
without possession being given lo the 
moneylender In case of mortgage without 
possession the debtor had to hand over a 
part of the produce to the moneylender by 
way of interest till the mortgage wa.s 
redeemed But in cases where land was 
mortgaged with possession, the money¬ 
lenders generally allowed the borrowers 
to cultivate the land on the condition that 
three-fifths of the pnxluce was surrendered 
to them and the lenders paid the re venue.^^ 
Provisions of the Bombay Land Revenue 
Code of 1879 left tht.‘ decision over the 
amount of rent to be charged for land 
entirely to the landlord, allowed him to 
increase the rent at any tune and recover 
It with the support of government 
machinery and gave him the nght to evict 
the tenant for non-payment. These 
provisions helped the moneylenders to 
take the upper hand. The process of land 
ownership passing from ttie cultivators to 
the moneylenders through the operation 
of the debt mechanism and of the 
cultivators becoming tenants in their own 
land gathered momentum rapidly. Besides, 
moneylenders gave landless labourers 
loans against mortgage of labour services. 
The labourers taking loans and were bound 
to toil on the moneylenders* accumulated 
lands till the debts wen: cleared ^ In case 
as labourer failed to clear the debt in his 
lifetime, it was imposed on his son or other 
members of his family. 


iJtJmmXm 

Under British rule Smara was well 
provided with communication facilities, 
which systematically linked the agriculture 
of the distnet with the wider economy. 
During the early years cart traffic was 
negligible pack bullocks accounting fw 
the bulk of the t rat fie. The opemng bet ween 
1837 and 1876uftheVaiundha,Kumbharli 
and Fitzgerald pa.sses which formed the 
chief outlets to the coast facilitated 
wheeled traffic across the Sahyadris. The 
construction of an extensive railway net¬ 
work between i860 and 1890, especially 
the construction of Poona-Londa Line 
(which passed south and south-east along 
almost the whole centre of the distfict) 
connected the region with the rest of India, 
and the formerly isolated segments of the 
distnet came under the net of British free 
trade. Unlike western Europe and America 
wIkic railways catalysed industrial revo¬ 
lutions, in India they catalysed the comple¬ 
tion of colomalisation [Habib 1993; 328J. 

The export.s ot the district iiicreased,^^ 
and the cultivation of cash crops became 
widespread Merchanis-cum-financiers 
Irom Bombay extended their tentacles to 
the villages and devised numerous means 
to siphon away the agricultural produce 
ol thedistnet Millet, wheat, chilli, turmeric 
and tobacco were sent to Bombay from 
Satara, Karad and Valva by local and 
Gujarati vanis who collected the produce 
fiom the cultivators either in payment of 
earlier debts or on cash payment. Cotton 
was sent from Valva and Tasgaon by 
Bhatias and Gujarati vanis 

On the other hand silk guods, wool 
manufactures and specially the pmducts 
ol Bntish heavy industry such as metal 



manufactures and appliances and tools 
began to be imported in laige quantities.^ 
This in turn affected adversely the incomes 
of the artisan ca.stes. 

Such vast changes in agriculture had a 
polarising effect on the rural population 
of the district. While the large landholders 
and moriey lenders, with .superior, irrigated 
land and cheap labour at their disposal 
prospered, the condition of the poor 
peasantry and the rural proletanat became 
morecntical. The exploitau ve land, labour, 
credit and market relations made the poor 
peasants vulnerable to land sales, arid in 
fact a regular land market took shape. 
Each year a substamial quantity of land 
(both revenue-paying and revenue-liee) 
came into the market (Table 2). However, 
as data on land transfers before 1901-02 
and alter 1918-19 are not available, a 
detailed picture on land transfers dunng 
British rule cannot be provided. 

Systematic and continuous land trans¬ 
actions accelerated peasant maigitialis- 
ation. Many of the impovenshed peasants 
and labourers migrated to Bombay and 
other plates in pursuit of survival. The 
1881 Census reveals that one lakh people 
bom in the district were living outside the 
region, nearly half ot them in Bombay. It 
IS reported that in 1911 emigrants from 
the district accounted for about 20 per cent 
of the distnet’s total population. 

On the whole, the cumulative impact of 
the Bntish contnbution to land revenue 
administration, land tenures and the 
cropping pattern and the infrastructure 
and institutional arrangements necessitated 
by them widened social dispantics in 
Satara. As pointed out by Scott (1976), the 
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iinposition of capitalism and the 
development of the muctem state under 
colonialism had a pniiound eftect on the 
agriculture ot the district The first 
disrupted the agrarian order hy trans¬ 
forming land and labour into commodities 
foi sale, the second did so hy cnlorcing 
the imposition ol a market economy and 
by creating a new ciiviionmcnt for the 
generation of peasant income The 
privileged and the atllueni mmained in an 
advantageous position to consolidate their 
socio-economic position, and the lower 
rungs ot the peasantry led miserable lives 

Ill 

Post-Cnionial .Situation 

Following the merger of the princes’ 
terriiones in 1447 Satara distnet was 
enlarged and divided inio North Satara 
and Si'ulh Satara In 19ft0, North Satara 
was renamed Satara, South Satara being 
designated as Sangli district Satara dislnct 
was included in Bombay state with the 
leurganisation ot states in I9S6, it has 
been pail of Maharashtra since I4M) In 
1 he post- indcpenilence pemHl. the agranan 
sinictiire ol Satara entered a new pliav 
under the mipael ol land retoim. luige- 
scalc itiigution, nu'ch.inisation, adoption 
ol high yield v.inelics (HYVl and 
associated intiastruciural developmcni 
Agriculluial modernisation stuited nioie 
elaborately in a planned uay 

In pursuance of policies laid down in 
the coimiry’s fivc-yeai plans, a package 
ot land reloini measures have been 
launched hy the erstwhile Bombay state* 
and Muhainshtra Most ot them are 
applicable lo Satuiu district The tna|or 
ohjec'tivesol landrclorinscosi'i Abolition 
ol inlcrmediuncs. tenancy reloiins,n\ation 
ot -i/c ceilings on holdings Uistnhution 
ol ceding suipliis land ancl consolidation 
ot holdings Dating the early fillies steps 
wi'ie lake'll to eliminate all intermediaries 
between the tiller and the slate The 
/ainindan system along with the sy.stem 
ol the rent-collecting intermediaries 
pievaicnt in the distiict was aholishcd 
However, the abolition ol the /amindan 
system had little impac t, rayatwan tenutrs 
Mare widelv pievaicnt in the district All 
'iiianis' except IX*o.sthan mams (held by 
religious institutions or lor religious 
services) were abolished. 

To protect the tenants and amclioiate 
then condition the Bombay Tenancy and 
Agi ic uliural L unds Act, 1 '748 wascnacied 
The early move on tenancy reform had 
been made through the Bombay Tenancy 
Act. 1919 IXc act had been applied to a 
tew selected areas as an experimental 
measuic, and its extension lo other areas 


was delayed due to the intervention of war. 
It came into force in Satara fmm April 11, 
1946 and the act was amended later that 
year The 1948 act repealed tlic earlier one 
but retained many of the provisions 
regarding protected tenants. The major 
provisions ot the i948 act were concerned, 
among other things, with protection of 
tenants again-st eviction by landlords and 
the creation of conditions tor promoting 
the transfer of land to the tillers 

1'hc study of Dandekar and Khudanpur 
(I9.S7) which evaluated the implc- 
menlation ot the act in different districts 
ol Maharashtra, including Satara, reported 
that owing lo inherent weaknesses the act 
became largely ineltec-tive in practice and 
tailed to achieve the desired obiectivcs 
A I9.S6 amendment of the act provided 
tor a more radical mca.sure It impo.sed on 
the landlords the obligation to sell land 
to the tenants with clfect trom April 1937 
(known as tiller's day) on payment ol the 
price in 12 instalments 

However, micio-levcl and macro-level 
studies undertaken in Sataia us well as in 
oihei parts ol Maharashtra have iound that 
the act ol 19.36 met with a very limited 
.success, mainly on account of the igiuirancc 
oi the tenants, impropei maintenance ol 
land records, scKio-poll! ical and economic 
pressures on the tenants, etc, (Dandekar 
1979. Shah and Sawani 1973, Btahme and 
Hpadhyaya 19791. 

To bring about a more equitable 
disti ibtition ot land and to make the tenancy 
rctorms more elleetivc, the Maharashtra 
Agricultural Land (Ceiling on Holding) 
Act, 1961 wascnacied It came into loice 
on January 26, 1962. So lar as the 
achievements ot this act are concerned, it 


IS reported from a source^* that 9,352.63 
hectares of land have been declared ceiling 
tn Satara. surplus of which 5,291.18 
hectares have been token under possession 
up to December 1995. But a few studies 
(Dandekai 1979;Raja.sckaran 1996] note 
that many large holders have distnbuted 
lands among their family memebrs for 1i 
land-record purposes while cultivating 
jointly. Moreover, factors such as the 
exclusion of lea.sed-out land from total 
holdings, problems of appropriate 
catcgon.sattun, the prevalence of‘benami’ 
tran-sfer, etc, let large landholiksrs off the 
hook (Deshpande 1998]. 

I'o prevent turther fragmentation of 
holdings and to consolidate the fragmented 
holdings thiough ‘mutual* exchange of 
small and .scattered plots, the Bombay 
Prevention ot Fragmentation and 
Consolidation ot Holdings Act, 1947 was 
applied to Satara dislnct tn 1949, and 
operations under the act started tn one 
laluka as an expenment in 1930 Hie act 
was later extended to other laliikas It is 
leportcd that though consolidation of 
holdings has been achieved to some extent, 
the beneficiaries have been the village 
elites, who ciaild iransfci and attach icrtilc 
liagments to their holdings in collu.s]<<n 
with implementing ofticials [Dandekai 
1979, Deshpande 19981. 

Besides adopting these land-reform 
measures, the government has made 
continuous efforts during the planning era 
lot the expansion ot irngalion facilities 
and the improvement ol land utilisation 
and cropping intensity As a result, the net 
sown area and the gross cropped area ot 
Satara district have increased consistently 
ovet the years, along with anscineropping 
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47 17 

.33 .31 

49 28 

14.30 

35 09 


21.38 


Slim Disincl Census Handbook of .Saiara, vanous issues 
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intensity (Tsbie 3). Beiwem 1970-71 and 
1990-91 the net sown area and the gross 
cropped area increased by 35.3 per cent 
and 40 percent respectively. The cropping 
intensity went up to 113.18 in 1990-91 
truRi 107.85 in 1970-71. Similarly, the 
percentage of imgated area to net sown 
,irea has increased sigiiilicantly (Table 3) 
It increa.sed from 13 47 per cent in 1970- 
71 to 22.52 per cent in 1990-91 The 
percentage of the imgated area to net 
sown area is more in the case of the small 
and marginal farmers' holdings, which 
may be one ol the rca.sons for their higher 
cropping intensity (Table 3). 

Following the expansion ol imgatioii 
facilities and growth ot commercial trends 
in agncultuie, the cropping pattern ot the 
di.sti ict has undergone noticeable changes 
(Table 3) Though the arcaunderhx'dgrain 
(ultivatum continues lo be highei in the 
district as a whole, tliere isa little vaiiation 
.ictoss the stitc classes While among the 
smaller landowners the area has been 
relativily constant oxer time, there is a 
dei lining trend among larger landowners 
The .irea under .sugauaiie has incieascd 
over the years The rising trend i.s more 
ptomineni m the «ase ot the small and 
marginal holdi'rs It is pnmaiiiy due to the 
establi.shment ot ma|(>r sugar factories in 
Phaltan and Karad laluka (both Satata 
district), which stalled production in 1957 
and 1901 lespectiselv The siihsequeni 
growth and expansion ot tlii'sc factoiies 
and the establishment ol other tac t\>i ic.s-'‘ 
ih'ct'ssitatc'd augmenlat ion ot (he <ii ea under 
sugarcane The lactones oKcn the farmers 
xanous incentives to mcie.Lse the acicuge 
undei sugaicane In addition, the govern¬ 
ment provides crop specific loans and 
other laciUties tot expanding cane 
culiivaii in Though till area under oil seeds 
has declined at the district level, it has 
shown an upward trend among the laiger 
landowncis 

Along with extension of lash crop 
cullivalioii. extensive coverage of HYV 
has been encouraged It is reported^' that 
more than 'K) per cent ot (he aiea under 
ttKHlgrains is covered by such varieties. 
Uwing to the incteasing cultivation of 
cash crops and the wide^pmad adoption 
of HYV, chemical fertiliser consumption 
per hectare has gone up tremendously in 
the district It incicased from 14 1 kg in 
1971-72 to 32 6 kg m 1981-82 and 84 7 
kg in 1991-92^'* Consequent upon the 
introduction ol a new cropping pattern 
based on improved cultivation mcthod.s 
and the adoption of new technology and 
implements, a growing trend of mechani¬ 
sation has become widely visible in the 
district The number of mechanical 


appliances useii in the district has increased 
several fold vixer time (Table 4>. The 
number ot tractois. which was only 37 in 
1961, incica.scd to 2,956 in 1992. The 
number ot sprayers, dusters, oil engines, 
pump .sets, eic, has also increased 

To meet the demands of the peasants for 
more working funds in view of the 
changing conditions, the credit network 
has been expanded, largely through the 
establishment ol agticultural co-operative 
societies Ttic groxvth in the number of 
.such co-operative credit societies in the 
district has been phenomenal, as has been 
the rise in mcmhci ship and the outstanding 
loan amounts 

Taken togethei, these wide-ranging 
changes have considerably enhanced the 
overall agticultural production of the 
distnet (Table 5) The production and 
average yields of foodgrains and oilseeds 
show a constant and significant uptrend. 
However, in the case of sugarcane which 
needs relatively higher inveslincnt, 
average yield per hectare has been 
declining though the total production has 
been iniTeaxiitg Tiiu increase in production 
IS mainly on account of extension of 
cropped atea Theie has been no marked 
trend in the production o( cotton Such 
uptrends m tlic production of the principal 
crops must haxe diftercniial impacts on 
ditferem caiegoni's ot landholders. While 
the declining (tend ot sugarcane pro¬ 
ductivity must have affected the small and 


marginal holders, whocontinue to increase 
the ullage area, the laiger landowners 
must have prospered owing to the 
increa.sing productivity of foodgrains 
and oilseeds, as they are the major 
cultivatoisof these crops Besides, analysis 
ol pi ICC ot trends*^ in the district shows 
that while (he harvest prices of iiKxlgrains 
and oilsecd.s have bwn increasing fast 
year by year, the .sugaaanc pnee shows 
a fluctuating trend - owing to unpredictable 
market situations and the operations of the 
sugar lobby in state politics. 

One way ol assessing the impact of 
these changing conditions on the various 
categones ol landowning groups is to 
analyse the trend of opeiational holdings 
in the district. Data on operational holding 
patterns in the distncl from 1970-71 to 
1990-91 areprc.sentedinTable6.Ilis.scen 
that the proportion of small and marginal 
holdings IS increasing gradually in terms 
of number and total aica and that the 
opposite pr(x.cs.s is taking place in the case 
ol iaige holdings. This gi ve.s tlu impression 
ot adecrea.smg trendof land concentration. 
Actually, the trend is jast the reverse, for 
the average .size ol the larger holdings is 
■seen to be increasing conscstcntly, with a 
com'sponding dccrea.se in that ol the .small 
and marginal holdings 

The increase in the proportion of .small 
and maiginal holdings, as it is reported by 
.some studies conducted in Maharashtia 
(I)andckar 1979; Rajasekaran 19%) as 
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0 08 
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Siiune^ I Lhstrii I (cnsiis Handbook, Salaia, 1991 

2 Ciiain rancluyul Offiee of the rcspccli re x'llluge 

3 I'jlalhi Oflae of the Fe.s|)eitive xillagc 
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well as in other parts of the counliy 
(Kajasekaran 1988] is possibly due to 
parutioning of the large holdings within 
families for avoiding (he ceiling laws and 
getting the benehts ol the developmental 
measures meant for small and marginal 
peasants The lapid growth ot rural 
populauon in Satara and the declining 
land-man ratio ot the distnct^^ could be 
anothcrcause ot the increase in the number 
and total area of small and marginal 
holdings. So far as the operational holdings 
oi the scheduled castes in the distnet is 
concerned^'* their percentage oi the total 
in number and area tenns decreased to 
6.34 and 3.22 respectively in 1990-91 
Irom 6 84 and 3 41 in l98S-K6.The si/c 
of the average scheduled casle holding 


decteased from 0.92 hectare in 1985-86 
to 084 hectare in 1990-91. As fm the 
operational holdings of the scheduled 
tribes,^ on the other hand, while the 
percentage of the total increased from 0.17 
in I98S-86 to 0.5 in 1990-91 in number 
terms. It increased from 0.08 to 0 28 in 
area terms within this period; the average 
size of tribal holdings also increased - 
from 1 14 hectares in 1985-86 to 1.34 
hectares in 1990-91. However, these 
gniwth figures for scheduled tribes would 
have had very little impact on the distnet 
as the tribal population is only 0.7.*> per 
cent of the tcMal population - according 
to the 1991 Census. 

The district-level impact of new 
agncultural practices on the agncultural 


population can also be assetted by 
analysing the relative duuiges in dM 
populations of agricultural labourers and 
culUvators. The proportion of agricultural 
labourers and culuvators among the main 
workers of the district from 1961 to 1991 
is shown in Table 7. It is found that the 
proportion of cultivators has been 
decreasing rapidly over the years and 
that the proportion of agricultural 
labourers has been rising steadily. The 
proportion of culti viuors, which was more 
than 70 per cent in 1%1, came down to 
less than SO per cent in 1991. On the other 
hand, the proportion of agricultural 
labourers increased to 2I.S8 per cent 
in 1991 from 9.67 per cent in 1961. It 
seems that the modernising measures 


Table 9 Si/f Claswisi DimuBinKm of Kisoukces amow, Sflectu} Hou^hulos 
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have had the cumulative effect of aug* 
mentng the agricultural labour force in the 
district. 

Itia interesting to note that the proportion 
of female agricultural labourers among 
the district’s main workers increased 
almost three fold within 30 years (from 
' 1 1.99 per cent in 1961 to 35.09 per cent 
in 1991) and the growth rate IS much faster 
than m the case of then male counterparts 
(trom 7.53 percent in 1961 to 14.50 per 
cent in 1991). The proportion of female 
cultivators came down trom 79.59 per 
cent in 1961 to .53.51 per cent in 1991. 
It appears that the growing impovcnshment 
of the poor pea.sants and landic.ss agn- 
cultural labourers has compelled the 
women to take to agricultural labour to 
supplement tlieir family income. 'Ihe fact 
that the rates of wages payable to held 
labtHirrrs in the drsim t were very lou up 
to 1990 91 might have contributed to this 
impoverishment 

It IS evident from the pieceding analysis 
that the new conditions and forces of 
niodemi.sation, instead of removing the 
earlici inequalities, have created furthei 
, •H'qualitics Ilowevei the effects of the 
* new measures can be stibstani lated in more 
detail by liKiking at ihc situation at the 
village h'vcl 


IV 

Viliage>Levd Impact 

For examining empincally the impact ot 
agncultural niodcmisation on the pattern 
of social inequality at the micro-lcvci. two 
villages base been selected, one 
representing the drstnet’s agriculturally 
advanced talukiis and the other the less 
advanced lulukas These villages are, a.s 
It were, diatncincaliy opposed to each 
other from Ihc p«iint ot view of agricnil- 
tural practices and rc.sourcc ownership 
fTahle 8) The study considers Atke village 
representing the advanced talukas the 
modernised village The village has to it.s 
credit extensive and assured irrigation 
iacilitie.s, a lelatively high degree ot 
mechanisation, extensive adoption oi 
HYV and otlici infrastructural arrange¬ 
ments On Ihc Ollier hand, Khat val village 
reprc.senting the less developed laluka.s i,s 
Heated as a tiadtiional village. Its cultiva¬ 
tion ol technology is largely traditional 
based on hroadc asi ing ol seeds and the use 
of prcdominuntly human and bullock 
labour 

For detailed analysis ot the agricultural 
practices pievaletil in the two villages and 
the respective impacts on the socio¬ 
economic condition ol the pcasant.s a 


sample of 100 households (SO from each 
village) wasdrawn from various categories 
of households (landless agricultural 
labourers, marginal farmers, small farmers, 
medium farmers. large farmers, etc), 
classified on the basis of landownership.^^ 
It IS found at the village level that the 
inroads ol agncuhuial modernisation have 
dra.stically changed the cropping pattern.* 
While in the iraditional village bajra aild 
jowar are the principal crops, the agn- 
culturc ot the inoderni.scd village is 
chai aetensed by the piedominancc of cash 
crops such as .sugarcane, soyabean The 
cropping patterns of all categories of 
farmers in the modcniised village are 
heavily dependent on HYV seeds The 
essential condition for HYV being 
availability of assuied imgaiion in terms 
ot both quantity and tuning, the larmers 
ot the village, well served by imgation 
laciliticsadopllhc.se vanetiesexie list vciy. 
Higlicr productivity and larger mat gins of 
prolit are the result. On the other hand, 
the increasing cultivation ol ca.sh crops, 
along with the coverage ol a large area by 
HYV. has mode llic application ol high 
doses ol ienilisci, pesticides and other 
inputs an iniegial part ol the euliivation 
pKKcss. as a n'suli ol which llic en.st of 
cultivation oi’all categories oi laimers is 


rsHii It) Cash Okiii i-nisr Distki o ikin oi Ktsoi'Ri is ami.ni. iih ,Siui iin IIoi'sukiii's 
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2.S 

Percentage of households owning pucca houses 

47 .)7 



36 00 

)0U{) 

■ 

5.56 

20 IK) 

26 

Peicenlagc of households owning television sets 

68 42 

touoo 

14 28 

64 (X) 

23 33 

- 

10 67 

20 (K) 

27 

Average ownership ol tnicks/uars/|eeps 

(IIS 

- 

- 

0 12 


- 


- 

••8 

Average ownership oi moped/scoorera/motor cycle.s 

0 M 

- 

0 28 

064 

007 

- 


004 


Sou Same as in Tabic 9 
Sourtf. Same as in Table 9. 
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veiy high vis-a-vis traditional agriculture 
(Table 9). 

In view of the higher cost of cultivation 
the formal credit agencies have provided 
more liberal credit facilities to tlie fanners 
of Atke. The per hectare entitlement of 
loans from lormal credit agencies for ail 
categones of farmers is many limes mure 
than for the farmers ol Khatval (Tabic 9). 
flowever, in the modernised village the 
major beneficiary of ihe credit facilities 
are the large farmers, whose per hectare 
loan entitlements arc much higher than 
their costs of cultivaiion. On the other 
hand, the pet hectare loan entitlements of 
the marginal farmers in the traditional 
village are higher than their costs ot 
cultivation. This is mainly because tlicir 
costs arc very low and they use a significant 
portion ot the loans to meet dire needs not 
directly related to agriculture. 

In both the villages the marginal and 
large farmers have a higher rate of per 
hectare mdchtedness to formal agencic.s. 
While the marginal tanners' indchlcdnuss 
IS caused hy per|K’tual scarcity of funds, 
the large farmeni' tndehtcdtiess is attributed 
to their propensity to utilise the low cost 
credit for other proHl-generating endea¬ 
vours Moreover, the hectarage-hased 
lending policies of the i redit agencies help 
the large laimeis to appropnate tlie lion's 
share of ciedit, and this share is even laiger 
in a modemused setting The average 
indebtedness of the large farmers ot Atke 
IS remarkably higlicr than that ot otner 
categones of farmers (Table 9) 

The credit transaction co.st.s home by the 
farmers ol the two villages piovide .some 
other interesting insights The ratio of 
transaction cost to the amount of a loan 
IS more in the miHlemisrd village than in 
the traditional one As the cultivation 


process in Atke is very expensive, the 
farmersofthe village culdvaie the goodwill 
of the offifials of the credit agencies by 
entertaining them in various ways which 
raises transaction costs. In both the 
villages the marginal farmers bear a 
relatively heavy transaction cost burcten; 
the burden becomes lighter with increase 
in holding size The larger loan entitle¬ 
ments of the large farmers along with their 
wider networkof political contacts reduces 
the ratio of transaction costs to loan 
amounts. 

In addition to this, the availability of 
large amounts of low-cost credit helps the 
large farmers of the modernised village to 
acquire high-value income-generating 
agncultural machinery such as tractors. 
As most modem agncultural operations 
arc tracton.scd, the large farmers earn much 
additional income by hiring their tiacturs 
out to small and maiginal farmers They 
also hire out the tractors during lean penixls 
for non-agricuhural use. 

The diversity of agricultural practices as 
betv/een the (wo villages is matched by 
radically ditferent labour relations. The 
advent of mixlem agnculture has altered 
the pattern of labour relations. The demand 
tor hired labour is much greater in the 
m(xicmi.scd village. The cropping pattern 
and the water management system 
associated with modem agnculture. which 
envisages quick completion of all 
operations within a short period makes the 
hiring ol labour inevitable. The small and 
marginal farmers who earlier managed 
mostly with family labour are now 
compelled to depend on hired lahoui to 
a considerable extent. 

The heavy demand for hired labour in 
the modernised village has attracted 
migiani laboui from other parts of the 


district and die state on a large scale. Now 
there are two of labouim - migrants 
and natives. The migrant labourers 
generally work as contract labouiets. Under 
the contract labour system a group of 
labourers is required to compfete a given 
agricultural operation within a stipulated 
period, and the wage amount depends on 
the nature of the operation, the time limit, 
the location of the land and the reittive 
bargaining positions of the group leader 
and the employer. This type of iaboui Is 
now widely preferred among the 
landowners because it helps meet deadlines 
for operations. The large-scale cultivation 
of sugarcane increased tte demand for 
such labour services. Around 80 per cent 
of labour requirements of the mo^miscd 
village are met by contract labour. 

Thefarmerspreferlhemigrant labourers 
to the native onc.s The migrants account 
for 89 82 per cent of the hired labour days 
in the modernised village. As a result, the 
native labourers who earn their livelihood 
mainly through agricultural labourbecome 
poorer and arc foiced to toil in building 
and mad construction works More women 
belonging to Ihe landless labour category 
take to wage laboui because ni Ihe reduced 
employment opportunities 

In traditional agriculture, on the other 
hand, the use of family laboui pre¬ 
dominates .'icrn.ss size cla.s.ses (Table 9). 
The marginal, small and medium farmers 
of the village exchange labour services 
during peak pentxls and the large fanners 
use, besides family labour, casual and 
attached labour. 

Collectively, the new practices have 
made overall agricultural production much 
higher in the modernised village than in 
the traditional one. The per hectare gross 
return and the net incomes of allcatcgone.*: 


T\Bij 11 Di’niuBiini'N oi- Posts is SiXHu-PounrAL iNsmonoNs <» Atsf ns Si» Q assls. Casie Grouk 

(Per tent) 


Name ot Instiiutions 

No of 
Positions 


Size Classes 


Caste Groups 


Landless 

Marginal 

Small 

Medium 

Large 

Upper Medium 

Lower 

Giani panchayat 

lb 

6 2S 

12.50 

12 50 

6 25 

62.50 

87 50 6 25 

6 25 

Piimarv agruultural co-operative society 

•) 


II 11 

- 

22 22 

66.67 

88 89 

II M 

Rhairavnaih agncultunil cu-operalive society 


II 11 


II II 

II II 

66 67 

88.89 

11 

Milk co-operative society 

9 

- 

22 22 

- 

22 22 

55 56 

88 89 

II M 

Hatkesimur milk co-opciative society 

9 


II II 

n II 

11 11 

66 67 

88 89 

M 11 

Total 

S2 

3 85 

II .54 

7 6.9 

13 46 

63 46 

88 46 1 92 

9 62 

Tapie 12 DisnuRimuN oi Piisrs in .Suno-pot nic al Institutions or Khatval by Size CiaissES, Caste Groups 










(Per cent) 

Name of Insiilutions 

No of 


Si/e Classes 


Ctsle Groups 


1 

Positions 

Landless 

Marginal 

Small 

Medium 

Large 

Uppei Medium 

Lower 

Gtaro panchayat 

9 

22 22 

II 11 

22 22 

11 If 

33.33 

7778 Mil 

M 11 

Pninary agncultural co-operative society 

9 

11 li 


33 33 

44.44 

II II 

77 78 

22.22 

Milk co-operative society 

9 

44 44 

II II 

22 22 

- 

22 22 

88.89 

11 It 

Total 

27 

25.93 

7 41 

25 93 

18 52 

22 22 

81.48 3 70 

14.80 
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or farmers are much higher in the 
modernised village. Every additional 
hectare adds to the income stream of a 
farmer, which in turn increases household 
income disparities among the various 
categories of the rural population on 
account of unequal distribution of land, 
rhe household incomes of the large fanners 
of the modernised village are many times 
more than those of the other categories of 
farmers. In the traditional village, on the 
other hand, household income dispanty is 
minimal. 

An analysis of the distribution of 
resources among .sample households of 
the two villages (Table on the basis of 
the sire class of holdings reveals that the 
modernised village exhibits higher 
incidence of inequality than the traditional 
one in term.s of landowiiership, land-based 
resources and high-value household assets. 
Though the concentration of land is 
associated with concentration of resources 
in both villages, the magnitude of con¬ 
centration IS higher in the modcrni.scd 
villaee Analysis of the caste groupwisc**' 
distnbution of resources reveals a similar 
trend (Table 10). Though the upper castes 
(marathas .ind brahmins) dominate the 
lesource owneiship structure in both 
villagc.s. the extent ol dominance is mom 
in tl^ modernised village The re.source 
ilistribution pattern cle.irly reveals an utter 
lack of resources with the people belonging 
to the lower castes 

The break-up by caste groups shows a 
Umiliar pattern in which the distribution 
of resouices more or less reflects the caste 
hierarchy In terms ot landownership, 
investment in agriculture, income, owner¬ 
ship of agricultural machinery and other 
assets the upper castes are much ahead of 
the medium and lower castes. As the large 
farmers belong to the higher castes and 
the marginal tarmers and landless labourers 
arc generally from lower caste groups, 
agncultural modernisation has aggravated 
caste disparities 

A comparative study of the major socio¬ 
political iastitutions of the two villages 
provides a more detailed picture of the 
patterns oi social inequality in these 
VI llages. The gram panchay at, which is the 
'pex socio-political body at the village 
level and which functioas as a channel for 
most of the state-sponsored developmental 
measures, is completely dominated by the 
upper-caste Urge faimers in the modernised 
village (Table 11). Most of the offices, 
including the key offices of ‘sarpanch* 
and deputy saipanch, are held by them. 
Similarly, the co-operative societies, 
through which the staie-suppoited credit 
facilities for agriculture development and 


allied activities are supplied to the village, 
are largely under their control. 

It appears that in the modernised village 
the large upper-caste farmers have taken 
control ot the management of ail village- 
level institution.^ and that the landless 
labourers and the poor farmers havealmost 
no say in these institutions’ affairs. Such 
domination helps the large farmers to 
comer the benefits of all developmental 
measures Though it is clumed that the 
basis of power in these institutions are 
independent of caste and class as it is 
based on numerical support, the upper- 
caste large tanners use their economic 
hegemony and ca.Mc ideology to mobilise 
the mass ol poor farmers and landleikS 
labourers in their favour. 

Though the dominance of the upper- 
caste farmersovei theseinstitutions persists 
in the tradiiional village, the landless 
labourers and (he lower landowning 
farmers arc relatively well repre.sented there 
(Table 12). In the gram panchayat of the 
village, marginal larmers and landless 
labourers have occupied some important 
positions including lhu.se ot the sarpanch 
and the deputy sarpanch In the pnmary 
agncultural co-uperativc society and the 
milk co-openXive society too, the small 
and marginal firmers and the landless 
labourers have better access than in the 
othervillage Thcconditionsofagncultural 
modernisation have induced the large 
farmers to take active part in the manage¬ 
ment ot major village-level institutions 
for the protection and promotion of their 
economic interests As modem agricuiturc 
IS heavily dependent on Mate-sponsoied 
inputs and lacililies which flow largely 
through the.se institutions, the large tarmers 
show a growing interest in local politics. 

V 

Conclusion 

It may be seen from the foregoing 
analysis and dtscu.ssion that the process 
of agncultural modernisation was initiated 
in Satara during the British period As it 
was ba.sed on exploitative land, labour and 
credit relations and was guided by colonial 
interests the procc.ss served to impoverish 
many and enrich a few. As a result more 
social inequality was created over time. 
Agricultural m^cmisation was pursued* 
mroe systematically andelabotately during 
the post-indpendcnceperiod. Asm^mis- 
ation measures were introduced without 
the earlierinequaliues being removed, iheir 
coming into vogue generated further 
inequalities. It is true that the new measures 
have brought prosperity for peasants of all 
categories. But as the degree of prosperity 
is a related to ownership of resources the 


large fanners have emerged as rich clats 
dominating the economic and socio¬ 
political spheres of rural life, and the small 
and marginal farmers and the landless 
labourers remain disadvantaged. In fact, 
inequality breeds further inequality unless 
it IS checked at the initial stage of growth 
and development 

Barraclough (1974) has rightly said “If 
we are really seriou,s about wanting to 
encourage development policies that 
benefit the low-income rural classes, a 
great deal more attention must be plud to 
analysis of social structure and political 
process Development is not just eco¬ 
nomics or sociology or technology but 
history. .Rural development inr the low- 
income majorities requires fundamental 
and often revolutionary reforms in social 
institutions. ** To conclude, the existing 
mcxlemisation measures are desirable for 
agricultural growth hut inadequate for the 
removal of social inequality 

Notes 

1 So far lu the agrarian stnictuie of Mahamhus 
and iis change m ihc post-independence 
period are concerned, there are a good number 
of studies Notable among them ,ire Brahme 
and (Jpdhaya (I97U), Atiwood (1479). 
Baviskar (i'9XO), Walker and Ryan <1990), 
Rath and Mura (19X4), Dev and Mungekar 
(1996) and ITeshpande (1998) While some 
of ihesr Mudir.s have attempied lo examine 
Ihe specific aspects of ihe rural economy, 
others have confined their analysis only lo 
Ihe macro level Studies descnbing (he col¬ 
lective and cumulative effect of agncultural 
modernisation measures on social inequality 
IS almost non-existeni 

2 Satara has been ranked Ihc most as (he most 
advanced in agricultural inodernisalion of 
Maharashtra's distncis on the basis ol four 
inaior parameters urea under irngation, 
ineihanisalion, chemical fertiliser con¬ 
sumption and area under HYV Each disuict 
IS given a rank on Ihe basis of its position 
against each indicator separately, and the 
overall rank is obtained by adding al! the 
ranks Data on the area under HYV are 
available only for some crops paddy, jnwar, 
ba|ro, wheat, mai/e. cotton, etc. But there 
are districts having large areas under 
sugarcane, groundnuts, fruits, etc The 
absence of information on adoption oi HYV 
for these crops nugbt lend to distort the 
ranking However, as Ihe adoption of HYV 
IS not the only indicator of modemisalton, 
II would not have vilinied the process sigm- 
ficanily 

3 Though the concept of agiKultural modern- 
ismion IS broad and complex, it refers lo the 
extensive and intensive use of improved 
production technology and inputs for Ihe 
maximisation of production 

4 Here social inequality means the social 
evaluaiiott of differences exutiag among 
various categories of population (landholding 
sire groups and caste groups) relating to the 
disinbuiion of resources (land, land-ba-sed 
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fuueis. household osiseis. etc) and access to the 
insUtuiiuDS and oetm les which pmvide oi 
withhold these resouttes 

5 See Gazetteer of Rondiay PreMdency Saiara, 
Vol XIX. IKKS. p 12K 

6 See Maharashtra Stale Gaoettcers Satara 
Distner. 1%.). pp 54-66 

7 This IS based on nbsersatiun niadchy Ugilvoy, 
the then coinnussionei ot IX‘(ian -is sited in 
BuinbJvGovciniix.'nt KcvcnucResoids. Ili52, 
22127-28) 

8 See Mdh.)rashtra State Oa/etteers Satara 
Distnst, 1%.) p 602 

S For details see Mann tl917» 

Ml The landhuldinp pattern of Satara distns't in 
1882-8) was as iollows 

Uinil si/es Pciceni I and Sizes tViscnlafe 


(acies) 

age ol ihe (ucics) 

of (he 


Moldings 

Holdings 

Beltiw 5 

17 tM loii pIki " 

_ —■ 

5-10 

20 48 2(K)-3t«) 

0 18 

10 20 

18 07 3{Mi-4()0 

0 05 

>0 50 

16 08 .ihovc 4(K) 

(lOti 

50 loo 

7 02 



For iiHus* ditails ste Ga/ctlecr of Bombay 
Picsideiiiv .Sal.ua. op oil. p ISO 
11 The iiiipation profi'sis which wcie 

ctmsiiuiU'd duiiny the Biitish (vniid arc as 
(ollows 


NnnM'of 5I'll III 

5 rai oi 

liilal Aiea 

iIk* c.u)al/ Kigmmiii' 

Coiiiple 

lnig.ilcif 

lake (•! Con 


(III Aciesi 

sliui lion 



Revan c.iimI i78I 

1X49 

5|9 

Chikhli canal 1866 67 

1870 

217 

Yei la canal 186/ 

IK6n 

749 

Gund>ili taii.il 1867 

1872 

Not known 

Mayni I.ike IX6)i 

1875 : 

6 y-r 

Knshna canal 186 3 

1868 

3023 


Sonice (la/ekei ol B'unhay Presidency 
Saisua Vol. \l\ I88S P|, 1 S| S7 
I he iiiciease and de leise ol (he i.eio ol 
inigated .iie.! to net sow ii aie.i in i erlam ye.irs 
(ruble I) IS laipcly due to 'aiiatums iii net 
sown area .ind laintall (on wnicli most of (Ik- 
irrip.Uion souues il>‘|«'iided) 

12 While the deilease ol net sown aiea duimg 
189S % 111 1911 12 wa^ possibis due lo ilic 
I tied of bad scas-iiis .mil lamiiii- yeats ,u the 
luiii ol the centals ihc dei lea-e ot cioppinp 
ititensily attei 19IS !(■ was mainly because 
of the ih.uipes in the entena ailopled lor 
elassilsuij! areas under land utilisation ('nun 
10IS-16 the iKcunied huid under grass and 
babul irb s. pieviouslv c.ileaorise(l .is tallow 
land weie classilied .is land under lodiler 
Clops New area IviMn to be included m thi 
net sown area due to . hanged i lassitication 
For details see .Season .uid t'lop Ki port 191S- 

16. p 2 

I) .Scvtia/elteerot Honih.tv Piesideiiov Saiaia. 
op cit, (I W6 

14 From I K4.S, new \ aneti.'s ol c otioii seeds wore 
provided to the peasants In 18S(i St. about 
60.000 pounds ol New Orleans cutloii seeds 
were given to the i ulltvalol^ aiul about ).2(X) 
acres were planted withthese seeds Fordetails 
see Ga/etic*ei ol Bombay Presidemv .Sabna, 
op cit. p 166 

15 The information on fonrible cultivation ul 
certain alien \aiietic> of cotton in some 


parts of Deccan has been given in Guha 
(198S 107) 

16 It was estimated that nearly 40,000 btghas or 
about 56 727 acres, might grow cotton For 
details sec Gazetteer of Bombay Piesidency 
Saloiu. op cil. p T46 

.See Beniamin (197)) and Borpujan (1973) 
See ria/ettcer ul Bombay Presidency Satara. 
op cil, pp 219-20 

Diiiing the latter part of the 19th century 
Khandesh and Nasik dtsincts exported large 
quantity ol colion About 8.S per cent ul the 
pioduce was exported and the local 
cunsunipiion was negligible Foi details, see 
Guha 11985 105-14' 

21) As per the I8S0 SI, siaiiMics nearly '’,136 
acics of native and 4.151 acKS ul Mauritius 
sugarcuie were (ultivuled 

21 See Gazetteer ol Bombay Presidency .S.ilara. 
op cit, p 186 
Ibid 

21 ,Scv Ik'ccan Kiots Coiiinussion Keport 1878 
Appendix A 40-41 Appendix C 10-12 

24 Sec Guh.i (1987 1 )2) 

'>S For dclails sue Deccan Agnenliunsis' Kclici 
6il l*.ipcis, vcl II, p 78 
See Ga/uttcei ol Bombay Picsiilciicy S.iiai.i. 
op oil p 189 
Ibid 

\s per (Ik lien |i(cvalent rate a labourer h.id 
to sfive li\e ye.its to woik oil a Usin ol 510 
(K-1(8)) Sc*! fta/enecr'ofBoiiib.ivPicMdciiiy 
.S.il,tra op III. p 189 
Ibid, p 29 
Ibid 

.See Ka|.isukaran 1 1996 .37) 

To go by iIk‘ Solio-Fcoooidic Kevicw and 
Disiricl Sl.iiistiLal Abstract oi Satara District. 
1991 -92 ilicrc' .uc seven sugar fat tones in the 
disiricl 

)3 Data on the adoption ol HYV from I9K0-8I 
lo 1993-94 aiu asailahle lor a few crops like 
p.iddy. whuat. lawar .uid ba|i.i It is seen that 
the aie.i undei HYV lot these ciops is 
ii.cieasing trcnendously yeui by yeai and m 
1 991-94 more tli.in 90 per cent of cropped aiea 
tsas iiiidei HYV co'-cragr .See Disliiciwisc 
Agi(cultural Slatislical Inforinaliun of Maha- 
lasliti.i loi *lii‘ ■•■lesant years 
Sec Di.tiiilwisc Agricultuial SMIistical 
inloiiiiatifin oi Maharashlra foi llw reles.int 
je.irs 

3S The pmgiess ol agncultural co-o|ic‘r.ilivc 
sticicMie. Ill Satara Jisinct is shown tv low 

ScMi No ot Membership Outstanding 


.SocieiK's 

(m 000) 

(in Rs) 
m Lakhs 

1970-71 

774 

185 

1444 

1980 81 

752 

248 

12.36 

|990 91 

810 

373 

5421 


•iouKf .Statistical Abstract of Mahar.ishtra 
Slaio anous Issues 

36 TIk' anaivsis of the farm (harvcsi) pnees of 
major crops troiii 1980-81 to l‘Wl 92 reveals 
thal the prices of paddy, wheal, jawar. bajra 
and gioundnut (per quintal) have been 
incieasing shaqdy over the years But the 
pntc of sugarcane was very low from 1981- 
82 to 1989-90 in tumpaiison to it.s pnee in 
1980 81 See Se.-ison and Crop Reports (or 
the relevant years 

.37 The changes of land-man ratio in Satara dis- 
tnet. as lepurtcd in the Agncultural Census 


1990-91, Mahanshtra state, are given below; 

Year Rural Cutivaled Pressure 
Population Area on Land 
(in thousand) (in 000 
hectares) 


1961 

1272 

761 

060 

1971 

LSOO 

539 

0 36 

1981 

1773 

590 

0.33 

1091 

21.36 

632 

0 30 


Snurif Rcpon on Agriculluial Census 1990- 
91 Moharahstia Slate Part II and III 


38 See Agncultural Situation m India. September 
1994, p 45 

39 Ibid 

40 The analysis ol the time scne.s data on real 
wage rales of field lahoura (male, female and 
child) in terms oi constant pnees on the basis 
ot consumer puce index number for agn- 
cultuial labourers in Maharashtra (Base 
July I960, Juni I9(il 100) indicates that 
between 1961 -62 and 1980-81 wage rates tor 
all types ot lahoureis were lowei The 1980- 
81 rotes were lower than those of 1970-Jl 
flic wage rales incieased consiilctaMy alter 
1990-9] Fill details see Season and Ciop 
Kepoils Mahanishlra .Stale, vaiious issues 

41 I Aioking .11 the agne ultural situation of Satara 
di-tiict .IS dcseiilH'd by various sotiices. it is 
found lh<i( tiemeiiduus diltciences iicrsisl 
among ils tahikas as n-gaids the pate of 
ugiKultiiial duvelopiiK'iit The iiiigaled bell 
IS moic advanced Ih.iii (he umirigalc'd hell 
Given the silii.ition il wrould Ik* projiei lo s.. lect 
villages lepruseniin] both the .ids'anced and 
ilir less advanced talukas ol the disinci for 
coiiipaialiveanjiysis On Ihc bansof taluk wise 
general .igne uliuraIinlurmationavail.ihlc from 
the Sneio-rconoinic Suivcy and Statistual 
Abstra..ls and inloniution provided by the 
chief executive olficci and other agnculiure- 
tclaied offivials of llic distiict, two talukas - 
Katad (lelaiively mote advanced) and Katav 
(lessudvanced) -wcicselected andoncvillage 
Inmi each taluka w.is chosen 

42 The households ol the village were classified 
into kindlcss agitcuituial lahouieis and 
marginal, small ineihum and large tanners on 
the basis ot the cap.ictty ol holdings fur the 
repioduclion ul ,in average* household The 
classiticaiion is as follows 

Categories Holding Size Holding Size 
lot Imgaicd for Unimga- 


Villuge ted Villt^ 
(ha) (ha) 


I ondless Agneut- 
tural Labourers 

Marginal fanners Uplo 0 5 Upto I 
Small fatnieis 05 to I I to 2 

Mediuni turmers I to 2 2 to 4 


Loige larmers 2 and above 4 and above 

it IS revealed firom group interviews with some 
senior cultivators of the villages that on an 
average a household of ft ve to seven inemben 
(three to four adults and two to three children) 
belonging to the first category of holding size 
(inotginal frnmers) cannot possibly survive 
without adequate assistance horn other souices 
ol income It wrould be diffteult to maintain 
a similar family under the landowning group 
of second caiegoiy (small tarmers) withmii 
additional income, but in exceptionally good 
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Iwfvctldit; yean they can namaiie with some 
wage incomes A sinularhousehold belonging 
to (he (hird categoiy (medium farmen) can 
manage provided odiei factors of pnxhiction 
and consumpdott Kinain unchanged In 
coninist, a household of same type but falling 
under the holding size at (he last uttetgoty 
(large farmers) can nuimally generate surplus 
and also go m for expanded reproduction It 
IS also known troin tlie some souroe that as 
regards pioduiXivity, one hectare of imgated 
land IS almost equal lo two hectaies of 
unimgated land provided the rainfall and other 
climatic conditions are normal throughout the 
year The value of irneated land is estinuted 
at double that of uniingated land 

4.1 The caste groups and siih-groups of the studied 
villages aie cla.ssiftcd into three inajoi groups 
on the basis of tlieir position in the local 
hierarchy uppei castes, medium castes and 
lower castes While the brahmins and the 
marathas, who have historically l<een the 
must dominant and continue to be pro¬ 
minent in (he upper echelons ol both urban 
and ruial society belong lo the uppci caste 
category, the scheduled castes form (he lowci 
castes and the inteimcdiaiy groups (other 
hackwaid classes) come undei the medium 
castes group 
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THE SANWA BANK LIMITED 

(incorporate in Japan with limited LUAUity) 

NEW DELHI BRANCH 


BALANCE SHEET AS AT 3JST MARCH. 1999 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH. 1999 


(Rupees in Thousands) 


(Rupees in Thousands) 

Schedules 

1999 

1998 

Schedules 

1999 

1998 

CAMTAL AND 

UABimiES 

Capital I 

Reserves and surplus 2 

Deposits 3 

Borrowings 4 

Other liabilities and 
provisions S 

56801S 
160289 
918897 
1120000 

14964 

.568015 

131354 

2091107 

102500 

288815 

INCOME 

Interest earned 13 

Other income 14 

321373 

45448 

385073 

27741 

TOTAL 

366821 

412814 

EXPENDITURE 



TOTAL 

2782165 

3181791 

Interest expended 15 

Operating expenses 16 

Provisions and 
contingencies 

161893 

56624 

119369 

182277 

53515 

140000 

ASSETS 

Cash and balances with 
Reserve Bank of India 6 
Balances with banks 
and money at call 
and short notice 7 

Investments 8 

Advances 9 

Fiaed assets 10 

Other assets 11 





TOTAL 

337886 

375792 

184316 

222461 

463426 

1799396 

39328 

73238 

573134 

88293 

660774 

1739254 

36464 

83872 

PROFIT 

Net profit for the year 

28935 

37022 

APPROPRIATIONS 

Transfer to statutory 
reserve 

Transfer to c^lital 
reserve 

Transfer to other reserves 



TOTAL 

278216S 

3181791 

5787 

7404 

Contingent liabilities 12 

276613 

1092538 

3038 

20110 

0 

29618 







Bills for collection 

387950 

565808 

TOTAL 

WllmmtiM 

37022 

Notes to accounts 17 



Notes to accounts 17 



The Schedules referred to above form an integral part of this 
Balance Sheet. 

For V K VERMA & CO. 

Chaiicrcd Accountants 

Sd/- 

PRADEEP VERMA 

Partner 

Place: New Delhi 

Dated: 22nd June. 1999 

Uie Schedules referred to above form an imegral part of this 
Profit A Loss Account. 

FOR THE SANWA BANK UNITED 

New Delhi Branch 

Sd^ 

K MURAKAMI 

Chief Executive Officer, imfia 
and General Manager 
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THE SANWA BANK LIMITED 



(imeorpented in Japan wOk UrnUtd UabUity) 




NEW DELHI BRANCH 



SCHEDULES TO THE BALANCE SHEET 

(Rupees in Thousands) 

(Rupees in Thousands) 


1999 

• 1998 


1999 

1998 

1. CAPITAL 



4. BORROWINGS 



Opening Balance 

568015 

568015 

In India 





Reserve Bank of India 

0 

52500 


S6801S 

S68015 

Other banks 

950000 

50000 




Other institutions and agencies 

170000 

0 

Deposit kept with Reserve 



0 

Bank of India under 

Scc'ion 11(2) of the 



Outside India 

0 





1120000 

102500 

Banking Regulation Act, 1949 

47799 




Hi—- 







Secured borrowings included 



2. RESERVES AND SURH^US 



above 

Nil 

Nil 

Statutory reserve 

Opening balance 

46140 

37887 

5. OTHER LIABILITIES AND 



Add-previous year adjustment 

0 

849 

PROVISIONS 



Additions dunng the year 

5787 

7404 





_ _ 

- -- . 

Bills payable 

5000 

274950 


51927 

46140 






Interest accrued 

6010 

8835 

Capital reserve 



Others (including provisions) 

3954 

5030 

Opening balance 

4506 

4506 



Additions during the year 

3038 

0 


14964 

288815 


7544 

4506 







6. CASH AND BALANCES 



Revenue and other reserves 



WITH RESERVE BANK 



Opening balance 

80708 

51939 

OF INDIA 

1 


Additions dunng the year 

20110 

29618 

Cash in hand (including foreign 



Less-previous year adjustments 

0 

-849 

2368 

1692 

currency notes) 





100818 

80708 

Balances with Reserve 

Bank of India 

IK1948 

571442 


160289 

131354 







_ 


184316 

573134 



—. - - 


3. DEPOSITS 









7. BALANCF,S WITH BANKS 



Demand deposits 

Prom baq ks 

119 

119 

AND MONEY AT CALL 
AND SHORT NOTICE 



Pr^ othm 

215741 

292266 

In India 



Saving bank deposits 

48789 

37079 

Balances with banks 

205 

205 



In current accounts 

Term deposits 



Outside India 



Ptoffl talks 

0 

0 

In current accounts 

222256 

88088 

PIrem othen 

654248 ' 

1761643 





918897 

2091107 


222461 

88293 






1 

1 

1 


Bcoaow k Mid Pditicil Weekly June 26, 1999 


A.63 























































THE SANWA BANK LIMITED 

(Incoipomted in Jupan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees in Thousands) 

(Rupees in Thousands) | 


1999 

1998 


1999 

1998 

«. INVESTMENTS 



Other fixed assets (including 






furniture and fixtures) 



In lmli.i 



Beginning of the year 

50837 

39846 

fiDvciniticni sccuniies 

463426 

660774 

Additions dunng the year 
Deductions during the year 

6820 

2288 

10990 

0 





463426 

660774 


- .. _ 

508.^6 





55369 




Depreciation to date 

-19899 

-15585 

9. ADVANCES 



— 

- - - 





35470 

35251 

1 A) Kills ptiichased and 




-- 

- 

ilisLountcd 

42278 

149701 

Net book value 

39328 

36464 

Cash Licdits, overdratts and 





^ . — 

Inaits icpayabie on demand 

1342718 

1457887 




loim loans 

214400 

131666 

11. OIHER ASSETS 


/ 


1799396 

1739254 

Interest accrued 

19465 

29906 




Tax paid in advance/tax deducted 






at source (net) 

36034 

35525 

IB) Sciurcd by tangible assets 

1487443 

1483330 

Others 

17739 

18441 

Secured by Bank guarantees' 

0 

0 



.... 

Unsecured 

3119S3 

255924 


73238 

83872 


1799396 

1739254 







Others include: 



(C) Advances in India 



Staff loans 

7313 

7862 

Pnonty sector 

384616 

526165 

Ollier items 

10426 

10579 

Public seclw 

123072 



17739 

18441 

Banks 

0 

0 




Others 

1291708 

1153089 

12. CONTINGENT UABILITIES 









1799396 

1739254 

liabiliqr on account of outstanding 






127625 

461226 

forward exchange contracts 

10. FIXED ASSETS 



Guarantees given on behalf of 
constituents 



Leasehold improvements 



In India 

5059 

10990 

(at book value) 



Outside India 

6237 

1404 

Beginning of the year 

9008 

9008 

Acceptances, endorsements and 



Additions dunng the year 

4562 

0 

other obligations 

137692 

616497 


13570 

9008 

Other items fw which the Bank is 





contingently liable 

0 

2421 

Depreciation to date 

-9712 

-7795 

(Income Tax/Interest Tax matters 
pending disposal of Appeal) 









3858 

1213 


276613 

1092538 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited liability) 

NEW DELHI BRANCH 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 


(Rupees in Thousands) 

(Rupees in Thousands) 


1999 

1998 


1999 

1998 

13. INTEREST EARNED 



15, INTEREST EXPENDED 



Intcrest/discount on 
advances/bills 

Income on in vestments 

Interest on balances with 

244224 

680SI 

296878 
85214 

Interest on deposits 

Interest on Reserve Bank of Indiaf 
inter>bank borrowings 

Others 

126132 

34707 

10S4 

135229 

24471 

22577 

Reserve Bank of India and 
other Intel-hank funds 

4098 

2981 


161893 

182277 


321373 

385073 

16. OPERATING EXPENSF.S 



14. OTHER INCOME 

commission, esshangc .md 
brokeiagc 

Prof II on sale til mvesiments 

Profit on revaluation of 

investments 

Loss on revaluation or 

iiiscstmeiits 

Profit on exchange transactions 
Loss on exchange transactions 
Miscell.ineous income 


19149 

0 

0 

0 

53065 

-48405 

3932 

27741 

Payments to and provisions 
foi employees 

Rent, taxes and lighting 

Printing and stationery 
Advertisement and publicity 
Depreciation on the Branch's 
property 

Auditors' fees and expenses 

Law charges 

Postage, tdegrams, telei^iones, etc. 
Repairs and maintenance 
Insurance 
(3ther expenditure 

14626 

166S2 

1951 

4] 

8214 

210 

109 

2938 

1906 

218 

9759 

56624 

11536 

12256 
1619 

94 

7086 

222 

930 

4286 

2196 

585 

12705 

53515 


SCHEDULE 17: ACCOUNTING POLICIES AND NOllS TO ACCOUNTS 


t SIGNIFICANT ACCOUNTING POLICIES 

(a) General 

The accompanying .statcmcnU have been Drepaiid on the histoncal cost basis and unless otherwise stated confo'm 
to ths statutory provisions. Reserve Bank of India (RBI) guidelines and practices prevailing within the banking 
industry in the country 

(b) Foreign Currency Translation 

Monetary assets and liabilities in foreign currencies are translated at the exchange rates specified by the Foreign 
Exchange Deale's Association of India (FEDAI) at the Balance Sheet date. Resultant gains or losses arising out 
of such transactions aie recognised in the Profit and Loss Account. 

During the year. Income and Expenditure items in foieign exchuige currency are translated into Indian Rupees 
at the rate prevailing on the date of transaction 

Contingent liabilities at the end of the year are stated at the exchange rates notified by FEDAI. 

Outstanding forward contracts as at the date of Balance Sheet are valued at the exchange fates specified by the 
Foreign Exchange Dealers Association of India (FEDAI) at the Balance Sheet date and resultant gains or 
losses arising out of such transactions are’recognised in the Profit and Loss Account. 

(c) Investments 

Investments in approved Government Secunties have been classified under permanent and current categones as 
per the RBI directives and have been valued as under: 

The cunent investments are valued at the lower of cost or market rate. 
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THE SANWA BANK LIMITED 

(Incorporated in Japan wUh Umited UabiUty) 

NEW DELHI BRANCH 


Permanent Investments in terms of letter from RBI. DBOD No -BP BC 29/21 04 048/98 dated A|nnl II, 1998 
are valued at cnsi In case the cost is higher than the face value, the premium is amortised over the remaining 
period of maturity of the security On the other hand where the cost pnee is less than the face value, the difference 
IS ignoied 
(d> Advances 

Advances are stated net of provisions for doubtful advances, if any Provisions for doubtful advances are made 
in respect of identified advances on the basts of periodic appiaisal made by the management and in conformity 
with the RRI guidelines 
(c) Fiaed Assets 

Fixed Assets are stated at cost less depreciation. Depreciation is provided pro rata lo the period of use on the 
straight line method at the rates specified in Schedule XIV of the Companies Act, 1956, except for improvements 
on leased picnuscs which are d<'prc<'iatcd over the period of lease 

(f) Staff Benefits 

The Bank has taken a group j;ratuity policy with the Life Insurance Corporation of India (LIC) undei the Group Gratuity 
(Cash Accumnlatiun) .Scheme, for the non-expatnate staff which covers the full contiactual liability towards giatuity 
in the event of dcath.'rctircmeni, of Branch's employees The premium paid for obtaining this cover is charged to the 
Protit and Loss Account 
(gl Net ProBt 

Tlie net protit disclosed in the f^iofit and Loss Account is after inter aha 
ti) Provision tor taxes on income in accordance with statutory requirements 
I ill Other usual and necessary provisions 

II. NOTFJ* FORMING INTF/iRAL PART OF THE ACCOUNTS 

(a; rhe capital adequacy laiio as cuinputed by the m<inagcment in accordance with RBI guidelines as on 31st Maich 1999 
IS 31 22% tl’rcvuiu'. Year - .10 35%) 

(b) The percemage nt net NPA U* net advances as on 3l.st March 1*199 is 1065% (Pievious Year - 0 69%) 

(c) Piovisions and contingencies amounting to Rs 119,369 (Previous Year - Rs 140,000) as shown in the Profit 
and Loss Account includes inter aha 

Curicnt Yr Previous Yr 
Piovision loj Inktinie 'I ix Rs 70,000 Rs. 75,000 

Piovision lor liitetest Tax Rs 6,522 Rs 5,000 

Provision for SPA Rs 50,067 Rs 7,853 

Provision for Bad and Doubtful Debts Rs (7,219) Rs 52,147 

(d; Amount ot subordinated debt raised as Tier-II Capital-NIL (Previous Yi - NIL) 

(e) Investments 

In India Outside India 

Gross value of Invesliiients Rs 463,426 NIL 

(660.774) (ML) 

Deprei lation on Inve.-rii.cnis NIL NIL 

(NIL) (NIL) 

Net value of Investments Rs 463,426 NIL 

(660.774) (NIL) 

(f) (I) capital adequacy ratio - Tier I capital 31 22% (Previous Yeai - 30 35%) 

( 11 ) capital adequacy rafo - Tier II capital NIL (Previous Year - NIL) 

(g) Interest income as a peicciitage to working tund.s II 55% (Previuu.s Year - 12 08%) 

(h) Non interest income as a pciccntage to working funds 1.63% (Previous Year - 087%) 

( 1 ) Operating profit as a peicentage to working funds 5 33% (Previous Year - 5 55%) 

(j) Return on assets 0 97% (Previous Ycai - 1 13%) 

(k) Business (deposits plus aJv.inccs) uei cmplovec Rs 80,538 (Previous Year - Rs. 91,785) 

(l) Profit per employee Rs 723 iPrevitius Year - Rs 881) 

(m> Figures in rupee has been rounded olt to the n<-.ircst thousand 

(111 Pievious year figures have been icgroiqicil/ietl.issificd to i.onloini 'o ihc uiiieni yc.u's Lhissiiicaiion 
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THE SANWA BANK LIMITED 

(Incorporated m Japan wUh Umiied Liability) 

NEW DELHI BRANCH 


AUDITORS’ REPORT ON THP ACCOUNTS OF THE NEW DELHI BRANCH OF 

SANWA BANK LIMITED 

(UNDER SECTION 30 OF THE BANKING REGULATION ACT. 1949) 

I We have examined the Balance Sheet of the New Delhi Branch of The Sanwa Bank Limited (incorporated 
in Japan with limited' liability) as at 31st Mar-li. 1999 and the related Profit & Loss Account for the year 
ended on that date 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (I), (?) and (5) oj Section 211 and sub-section (5) of Section 227 of the Companies Act, 
1956, the Financial Statements are not required to be, and are not. drawn up in accordance with Schedule VI 
to the Companies Act, 1936. The Financial Statements are therefore, drawn up in conformity with Foim A 
and B of the Third Schedule to the BankinK Regulation Act, 1949 

.3 On the basis ot our audit, wc report as under - 

a In our opinion and to the best of o>ir information and according to the explanations given to os 

(i) The Balance Sheet read uiih the Significant Accounting Policies and the Notes thereon, gives .i 
true and fair view of th>* state of affairs of the New Delhi Branch of The Sanwa Bank l.i'micfl 
as at 31st March. 1999 

(II) The Piofit & Loss Account read with Significant Accounting Policies and the Notes thereon, sliovs 
a true balance ot the Profit for the year ended 3Ist March. 1999. 

b Wc have obtained all the information and explanations, which to the best of our Lmiwb'dgc .mil b'iici, 
were necessary for the purpose of our audit and have found them satisfactory: 

c The transactions of the New Delhi Branch which have come to our notice have been wiihin the p.lw<‘l^ 
of the New Delhi Branch of The Sanwa Bank Limited, 

d The Balance Sheet and the Profit & Loss Accounts are in agreement with the Books of Account and 
give the information required by the Companies Act, 1956 in the manner so required (or Banking 
Companies, and 

e. The New Delhi Branch has maintained proper Books of Account as required by law insofar as appears 
from our examination of those books 


For V. K VERMA ft COMPANY 
Chartered Accountants 


Place: New Delhi 
Dated: 22nd Jane, 1999 


Sd/- 

(PRADEEP VERMAf 
Partner 
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MORGAN GUARANTY TRUST COMPANY OF NEW YORK, MUMBAI BRANCH 

{Incorporated in New fbrk, 1/.S.A. with limited liability) 

Vakils House, 18, Sprott Road, Ballard Estate, Mumbai 400 001 


BALANCE SHEET AS AT 3IST MARCH. 1999 

PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
I2TH MAY. 1998 TO 3IST MARCH. 1999 

(All Amounu in INR ’OCX)) 

(All Amounu m INR ’000) 



As at 


12lh May 1998 


Schedule 

31st March, 

Schedule 

to 31st March. 



1999 


1999 

CAPITAL AND LIABILITIES 



I. INCOME 





Interest Earned 13 

40.763 

Cipiul 

1 

1,191,329 

Other Income 14 

11,314 

Reserves and Surplus 

2 

- 



Deposits 

3 

- 

TOTAL 

52,077 

Borrowings 

4 

. 1.617,721 



Other Liabilities and Provisions 

5 

111,960 

11. EXPENDITURE 


TOTAL 


2,921,010 

Interest Expended 15 

23.2'i6 




Operating Expenses 16 

142,011 




Provisions and Contingencies 

- 

ASSETS 








TOTAL 

165,267 

Cash and balances with Reserve 




-- 

Bank of India 

6 

S4.23I 

111. LOSS 


Balances with Banks and Money 



Net Loss tor the Period 

1 1 1 t.lOO) 

at Call and Short Notice 
Investments 

7 

18,617 

Net Profit/I-1 Loss Brought F‘orw.ird 


(Secunties in TVading Book) 

8 

2.444,967 

TOTAL 

(113.1901 

Advances 

9 

- 



Fixed Assets 

10 

131,661 

IV. APPROPRIATIONS 


Other Assets 

11 

271,534 






Transfer to Statutory Reserves 

- 

TOTAL 


2,921,010 

Transfer to Other Re.ser/es 

- 




Transfer to Proposed Dividend 

- 




Balance Carried Over to Balance Sheet 

(1 '3,190) 

Contingent Liabilities 

12 

- 



Bills for Collection 


- 

TOTAL 

(113,190) 

Pnncipal accouming policies and 



Principal accounting policies and 


notes to the accounts 

17 


notes to the accounts 17 


Schedules referred to herein form 

an integral part of the 

Schedules referred to herein form an integral part o< this I 

Balance Sheet 



Profit and Loss Account 


This IS the Baiarux Sheet refcired 

to in our report even date 

This IS the Profit and Loss Account referred to in our report 




of even date 


PARTHA GHOSH 





Partner 



DOMINIC PRICE ARINDAM BANERRJI 

For and on behalf of 



Country Head Vice President and Controller 

PRICE WATERHOUSE A CO 





Chanered Accountants 





Mumbai 





Dated; Apnl 23, 1999 
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MORGAN GUARANTY TRUST COMPANY OFNEW YORK, MUMBAI BRANCH 

(Incorporated in New York, U.5.A, with limited ludtiiity) 

Vakils House, 18, Sprott Road, Ballard Estate, Mumbai 400 001 


SCHEDULES ANNEXED TO AND FORMING PART OF THE BALANCE SHEET AS AT 31 ST MARCH. 1999 


(All Amounts in INR '(XX)) 

(All Amounts in INR '(XX)) 


As at 

3ist March, 
1999 


As at 

31st March, 
1999 

SCHEDULE 1 - CAPITAL 

Head office account 

Capital Remitted by Head Office (including 
Rs 2,000 thousand kept as deposit with the 
Reserve Bank of India under Section Il(2)(b) 
of the Banking Regulanon Act, 1949) 

1,191,329 

SCHEDULE S - OTHER LIABILITIES 
Aral PROVISIONS 

Bills payable 

Inter-office adjustments (net) 

Interest accrued 

Others (including provisions) 

3,65.1 

108,305 

111,960 

TOTAL 

1,191,329 

SCHEDULE 2-RESERVES AND 
SURPLUS 

Statutory Reserves 

Capital Reserves 

Shn Premium 

Revenue and other Reserves 

Balance in Profit and Loss Account 



iUlAU 

- 

SCHEDULE 6 - CASH AND BALANCES 
WITH RESERVE BANK OF INDIA 

I. Cash in Hand 

(iircluding fordgn currency notes) 

II. Balances with Reserve Bank of India 

. 

TOTAL 

- 


In Current Account (including Rs 2.000 
thousand kept as deposit with the Reserve 
Bank of India undn Section 1 l(2)(b) 
of the Banking Regulation Act. 1949) 

In Other Accounts 


SCHEDULE 3 - DEPOSrrS 

I. Demand Deposits 

Ptom banks 



.‘54,231 

From others 

11. Saving Bank Deposits 

HI. Term Deposits 

From banks 

From others 

- 


TOTAL (I and 11) 

54,231 

- 

SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL AND 
SHORT NOmCE 


TOTAL (I, II and III) 

- 

1. 

In India 

Balances with Banks in India 
in current accounts 


I. Deposits of branches in India 

II. Deposits of branches outside India 


il7 

TOTAL 

- 


in other deposit accounts 

- 

SCHEDULE 4 - BORROWINGS 

1. Borrowings in India 

- Reserve Bank of India 

- Other Banks 

- Other institutions and agencies 

1,003,413 

614,308 

11. 

Money at call and short notice 

With banks 

With other institutions 

1 

18,500 

18,617 

I. 

II. Borrowings outside India 11. 

1,617,721 

Outside India 
in current accounts 
in other dqiosit accounts 

Money at ^1 and short nouce 

- 

TOTAL (1 and 11) 

i;617,721 




11. 


Secured borrowings included in I and 11 
above 




- 


TOTAL (I and 11) 

18,617 
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MORGAN (;i iARANTY TRUST COMPANY OF NEW YORK, MUMBAI BRANCH 

(IncotponiU'iJ tn New York, li,.SA »ifh linuted liability) 

Vakils House, IS. Spntft Road, Bullard Estate, Mumbai 400 001 


SaiEDUlJiS ANNEXED TO AND FORMING PART OF THE BALANCE SHEET AS AT 3IST MARCH, 1999 



(All Amounts in INR '()00) 


As at 

31st Man h, 
1999 


SCHEDULE 8 - INVESTMENTS 
(.Securities in trading book) 

(Rcfei .Note 1(c) .Schedule 17) 

I Held in India in 

Government sevunttes 
Other appioved securities 
Shares 

Dehcntiircs and bonds 
Suhsidnncs and/or |oint ventuies 
Olliers 

TtxrAI I 

II Held outside India in 

f iovei n ment sec un ties 

(including local authorities) 
Suhsidiancs and/or mint ventures abroad 
(^)lher investments 

TOTAL II 

1X)TAL (I .Hid 11) 

SCHKIHTLE 9 - ADVAN<'ES 

I Bills purchased and discounted 
Cash Liedits. overdralts and loans 

repayable on demand 
Term loans 

TOI’AL I 

II Secuied by tangible assets 
Coveted by Bank/ 

(iovernment Guarantees 
Unsecured 

TOTAL II 

III Advances in India 

Prioiity sectot 
Public sector 
Batiks 
Others 

TOriAL III 

IV Adv,uic'es Outside India 

Due from banks 
Due from others 


TOTAL (I. II. Ill and IV) 


2,444,967 


2,444,967 



(All Amounts in INR ’000) 


As at 

31st March, 
1999 




.SCHEDULE 10 - FIXED ASvSETS 
(Refer Note 1(c) - Schedule 17) 

Premises 

Other Fix xl Assets 
(including furniture and fixtures) 
Additions dunng the period 
Deductions dunng the period 

Less Depreciation to date 


TOTAl. 

SCHEDULE 11 - OmiER ASSETS 

Inter-olfice adjustments (net) 

Interest accrued 

'Ihx paid in advance/tax deducted at source 
Stationery and .stamps 
Non-banking assets acquired in 
satisfaction ol claims 

Others (includes debit balance in Profit and 
Loss Account Rs 113,190 thousand) 

(Refer Note 2(a) - Schedule 17) 

TOTAL 

SCHEDULE 12 - CONTINGENT 
LIABILITIES 

1. Claims against the bank not 
acknowledged as debts 
II Liability for partly paid inve.stmenis 
in. Liability on account ot outstanding 
forward exchange contracts 
IV. Guarantees given on behalf of 
constituents 
In India 
Outside India 

V Acceptances, endorsements and other 
obligations 

vi. Other Items lor which the bank is 
contingently liable 

TOTAL 



141,331 



131,661 


32.143 

23(1 


2.39.1.V) 


271534 
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MORGAN GUARANTY TRUST COMPANY OF NEW YORK, MUMBAI BRANCH 

{Incorporated in Nevi York, USA. with limited fiahtlm ) 

Vakils House, 18, Sprott Ruad, Ballard Estate, Muinhji 4(X) (K)l 


SCHEDULES ANNEXED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR ThI PhRIOD 

I2TH MAY. im TO 31 ST MARCH. 19QQ 



(All Amount' in INK '000) 


12th May. I99K 
to 1 si M.iri*h, 
1999 


SCHEDULE 13 - INTEREST EARNED 
Intcrest/disicqunt on advances/bills 
Im.ome on Sccunties in trading book 
Interest on balances with Reserve Bank 
of India and other tnter<bank funds 
t'lhcis 

lOTAL 


SCHEDULE 14 - OTHER INCOME 
Commission, exchange and brokerage 
Net piofit on sale ot .Sccunties in 
trading book 

Net profit/tloss) on revaluation of 
Secuntics in trading book 
Net profit/(loss) on sale of land, 
buildings and other assets 
Net prufil/doss) on exchange transactions 
Income earned by way of dividends etc 
from subsidianes/companies and/or 
joint ventures abroad/in India 
Miscellaneous Income 

TOTAL 


<7,667 


40.763 


11.224 



I All Amounts m INK ’(XIO) 


12th May. 1998 
in list March, 
1999 


11.314 


SCHEDU1.E 15- INTERESI EXPENDED 
Interest on deposits 

interest on Reserve Bank of India/mter b.ink 
borrowings (including from mutual funds 
and primary dealers) 

Interest on rcpurch.ise and resale ii.insactions 
Others 

TOTAL 

SCHEDULE 16 - OPERATING EXPENSES 
Payments to and prosistons lor emphtyi-cs 
Rent, taxes and tighting 
Printing and stationery 
Advcriisemcm and publicity 
Depreciation on banks assets 
1/ical Advisory Boaid Members’ fees, 
allowances and expenses 
Auditor’s fees and expenses I 

Law charges 

Postage, telegiams, tclepliones, etc 
Repairs and mainteiianc e 
Insurance 
1’ravel 

Consulting SCI sues 
Othei Expenditure 
lOIAl 


10.79) 

5.481 

13,256 


81,851 
11,475 
4.748 


I (lb 
I.I2I 
8.)48 
2)0 
8 

10 514 
3.662 
1 0,564 

142,011 


SCHEDULE 17 

PRINCIPAL ACCOUNTING POLIC IES AND NOIl-S TO THE ACC’Ol’NTS K)R I HE PhRIOD 12’" MAY 1998 lO 
31» MARCH 1999 

1. Mndpal accounting poiicicii 

(a) General 

The accompanying financial statements have boon (iicpaicd in accfiid.ime with cencially ad cpied .uiiiunting priri,i|>les >in the 
historical cost basis and conform to the staiutiii y piovisums.ind piactucs prevailing ssitinn (Ik- Kaiikitic Indiistiv and in thi dtiiniry 

(b) IVansaclions involving IbreigD cxdiangr 

Income and expenditure items have been translated .n the exchange lat, s ruling on the date >>1 tlie ti.in>acii«‘i 

(c) Investments 

Investments in securiUes. which are accounted on tiadc date basis, are valued in .igi'iegaie (01 each < ategoiy at lower of ..osl or 
market value based upon the guidelines provided by the Reserve Bank of India (RRI) v ide then 111 c 11 l .11 m 1 BPRf’ 2K/21 04 048/98-99 
dated ISdi April 1999 

(d) Repurchase and resale transactions (Repo) 

Repo transactions are treated as secured borniwing/lcrding iransat Inins 1 he ditleiencc liciween purchase and sale considcratuin is 
treated as interest and is accountelPas income 01 c' pendiiurc, as the case may be osci ih>. pi'riod ot the conliaci 
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MORGAN GUARANTY TRUST COMPANY OF NEW YORK, MUMBAI BRANCH 

(Incorporated m New York, U.S.A. with limited liability) 

Vakils House, 18, Sprott Road, Ballard Estate, Muntbat 400 001 


(•) 


Fixed assets 

(t) Fixed assets have been accounted for at their historical cost 

(ii) Depreciation has been provided from the month in which the asset is capitalised on the straight line method The rates for 
this piupose ate as follows’ 

Aasettype DepFeciatiiMi rate (per annum) 


Leasehold improvement 12 SO % 

Communication equipment 33.33 % 

Office equipment 20.00 % 

Secunty and mechanical equipment 12.S0 % 

Compmen 33.33 % 

Motor vehicles 33.33% 

Pumitute and fixtures 1230% 


Items individually costing below Rs 20,000 are depreciated at 100% 

Expenditure incurred on software purchases is fully charged off to the Profit and Loss Account in the year of incurrence. 

(f) Revennerecognttlon 

Interest income is recogmsed on on accrual basis 

In cose of non fund-based activities such as financial advisory services, etc the revenue is recognised on completion of assign¬ 
ments and the bills raised for the recovery of fees 

Amortisation of premiums and accretion of discounts are recognised as interest expense or revenue on a net basis, over the life of 
die instrument 

(g) Staff benefits 

Contnbubon to provident fund is charged to the Profit and Loss Account on an accrual basis 

(b) Net proflt/kMs 

The net profit/loss disclosed in the Profit and Loss Account is after- 

• Provision of income tax 

• Transfer to contingency reserve 

• Other usual or necessary provisions 

• Ad)usiments to the value of "current" investments m Government and other approved secunties in India valued at lower of cost 
or market value 


2. OtherNolcs 

(a) The Mumbai Branch has incurred expenses aggregating Rs 34,130,643 on behalf of J P Morgan SecunUes India Brivate 
Limited (tte Company) and which have been transferred to the Company. Other assets - others disclosed m Schedule 11 includes 
Rs 29.650.643 which is recoverable from the Company as at 31st March 1999. The related expenses in the Profit and Loss 
Account are disclosed net of said recoveries to be made from the Company 

(b) No provision for income tax for the current penod is considered necessary in view of taxable losses. 

(c) The Management of Mumbai Branch has initiated acuon to address and minimise the impact of Year 2000 related issues, in view 
of the potential widespread impact of this issue. In the Management’s opinion, the Mumbai Branch expects to be Year 71000 
compliant by June 30,1999, in respect of areas which otherwise may vitiate the capacity of the Mumbai Branch to operate as a 
going concern in the year 2000. 

(d) The additional disclosures in terms of Reserve Bank of India’s circulars. 

(I) Percentage of net non-performing assets to net advances is not applicable. 

(II) Breakup of provisions and contingencies frnr the period ended 31st March 1999; 

• lYovision for income tax Rs. Nil 

• Provision for wealth tax Rs. Nil 

• Provision for interest tax Rs. Nil 

• Provisions/write offs of non-performing assets Rs. Nil 

■ Provision for depreciation in value of investments Rs. Nil 

(III) The capital adequacy ratio (CAR) of Mumbai Branch as at as March 31,1999: 

• Tier 1-413% 

• Tier II-Nil. 

(IV) Inierest income as a percentage to working funds is 1.60% 

(V) Non-inlerest income as a percentage to working funds is 0 44% 

(Vi) Operating profit as a percentage to working funds is not applicable in view of losses 

(VII) Return on assets is not applicable in view of losses 
(Vlli) Business per employee is Nil. 
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MORGAN GUARANTY TRUST C'OMPANY OF NEW YORK, MUMBAI BRANCH 

Uncorpontted m Nevi York, U.S,A. with limited liability) 

Vakilb House, IK, SpruU Road. Ballard Estate, Mumbai 400 001 


(IX) Profit per employee is not applicable in view of losses 

(X) Gross value of investments - In India R\ 2,444,967 thousand 

- Outside India Rs. Nil 

(e) The appointment of the members on the local adviwiry board is awaiting the approval of the Reserve Bank of India. 

(0 The Mumbat Branch has provided a sum of Rs I S.784,000 towards salaries and other beneflts payable to the expatnatr employees. 
This IS subject to approv^ of the Reserve Bank of India 

(g) The Profit and Loss Account is drawn up for the period fnta the date of m-principle approval received by the Bank from RBI to 
open Its branch in Mumbai, viz, I2lh May 1998 to .tist Maicn. 1999 

(h) This being the flrsi period of operations, previous period’s figures are not applicable 

PARTHA GHOSH DOMINIC PRICE ARINDAM BANERRJl 

Partner Country Head Vice President and Controller 

For and on behalf of 
PRICE WATERHOUSE & Co 
Chartered Accountants 

Mumbai, April 2.3, 1999 


AUDITORS’ REPORT 

On the aecounts of the Mumbai Branch of Morgan Guaranty Ikwt Compaqy of New York (bicarporated in New York, US. A. with 

limited liabiltty) in accordance with Section 30 of the Banking Reguialion Act, 1949 

1 We have audited the attached Balance Sheet of the Mumbai Branch of Moigan Guaranty TVust Cmnpany of Nm York (incorporated in 
NewYork.U S A with limited liability) as at 31st March. 1999 and the relative Profit and Loss Account for the jienod )2thMay, 1998 
(date of Reserve Bank of India’s in-principle approval) to 31 st March. 1999, both of which we have signed under inference to this repert 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of sub-sections (1), (2) 
and (S) of Secuon 211 and sub-section (S) of Section 227 of the Companies Act, 1956, the Balance Sheet and Plofit and Loss Account 
together with the notes thereon and attached thereto ate not required to be and are not drawn up in accordance widi Schedule VI of the 
Companies Act. 1956 The accounts are therefore drawn up in confomiity with Forms ‘A’ and ‘B’ of the Third Scliedule of the Banking 
Regulation Act, 1949. Subject to the fmegoing observations, we report, in accordance with sub-secuon (3) of SecUon 30 of the 
Banking Regulation Act. 1949, that, 

2.1 We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose of 
our audit and have found them to be satisfactory 

2.2 ’The transactions of the Mumbai Branch, which have come to our notice have been within the powers of the Mundiiu Branch of the Bank 

2 3 In our opinion, proper books of account as required by low, have been kept by the Mumbai Branch of the Bank so fas at appears from 
our examination of those botdts. 

2.4 Tlie above-menuoned Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank dealt with by this report are in 
agreement wifii the books of account 

2 5 In our opinion, and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit and Lots 
Account together with the notes thereon and attached thereto, give the information required by the Companies Act 1956 at amended 
in the manner so required for banking companies, give, subject to note 2(f) Schedule 17 regarding provision of Rs 15,784,000 on 
account of salaites and other benefits payable to expatriate employees which u pending approval from the Reserve Bank of India, a true 
and fair view; 

(i) in the case ot die Balance Sheet of the state of affairs of the Mumbai Branch of the Bank as at 31st March 1999, and 
(li) in the case of the Profit and Lots Account of the loss for the period 12th May, 1998 (date ofReserve Bank of India’s in-pnnciple 
approval) to Slat March, 1999. 

3. We draw attention to note ^c)-Schedule 17 to the accounts It may be noted in this connecdon that our audit is not intended, designed 
or performed to provide and accordingly, does not provide any anurance that the Mumbai Branch's internal systems or those ^ its 
external dependoicies aie/or will be Year 2000 compliant and we are, therefore, unable to comment on the.Management’s iqiimon in 
this regard. 


Mumbai, April 23,1999 


PARTHA GHOSH 
Partner 
For and on bebah ef 
PRICE WATERHOUSE A CO 


Chartered Accountants 
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O Dresdner Bank AG 

(Incorporated in the Federal Republic of Germany with Limited Liabflity) 

INDIAN OPERATIONS 

BALANCE SHEET AS AT MARCH 31. /WV 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDEDMARCH 31, 1999 


(Rs 

in thousands) 


(iu 

in thousands) 

Schedule 

As at 
March 11. 
1999 

As at 
March 31. 
1998 

Schedule 

Year Ended 
March 31, 
1999 

Year Ended 
March 31, 
1998 

CAHTAL ft LIABILITIES 

Capital 1 

and Surplus 2 

OqHmis 1 

Borruwuigs 4 

Other Liabilities and 

PntviMuns 5 

TOTAL 

ASSETS 

Cash and balances with 

RcMsrve Bank of India 6 

Balances with Bunks and 
money at call and 
shun nuiice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Othei Assets 11 

TOTAL 

717.981 

8,870 

1.971,6*17 

569.149 

326.041 

569.776 

44,111 

1,616.697 

1.951.070 

180.736 

I. INCOME 

Interest InLumc 13 

Other Income 14 

TOTAL 

II. EXPENDITURE 

Interest Expended 15 

Operating Expenses 16 

Provisions & Contingencies 

TOTAL 

HL PROm/LOSS 

Net Pmflt/fLoss) for the year 

Net Profit/(Loss) brought forward 
from the previous year 

Less Loss funded 1^ Head Office 
Less Transferred to Statutory 
Reserve 

■ 

446,916 

136.092 

165,004 

583.008 

105,840 

186,478 

129,150 

330,795 

150,148 

57,7)4 

3,-194.100 

4.362,630 

174,087 

365^48 

1.278,717 

1.430,645 

47.989 

297,414 

118.914 

1,678,944 

710.894 

1.525.778 

35,399 

2!2.66l 

621,468 

538,657 

(56.464) 

35,481 

44,351 

(15,626) 

15,626 

8,870 

1,194,100 

4,.362,630 

Continfent Liabiiities 12 

Bills for collection 

Notes forming pan of accounts 17 

7.449.324 

75,893 


Net Profil/(Loss) earned over to 
the Balance Sheet 

Notes foiming part of accounts 17 



(20,983) 

35A81 

a 


The schedules referred to herein form an uitegral pan of the Balance 

The schedules referred to herein form an iotegni pm of the ftoAt I 

Sheet 



and Loss Account 



Thu M the Balance Sheet lefened to in our report ot even date 

This IS the Profit and Loss Account refeired to in our R^oit of even 




date 



SHARP ft TANNAN 



DRESDNER BANK AG 



Chartered Accountants 



Indian Operttions 



Sdf- 



Sd/- 

Sd/< 


Milind P Phadke 



Sunj L Mehta 

SteplMii Werner 

Partner 



CenenI Manager 

Head of OpenBou 




ft Chief Executive Officer 

ft Contnll^ 

Mnmbni 






June 22. 1999 
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Dresdner Bank AG 


(Incorporated in the Federal Republic of Ciermany with Limited Liability) 

INDIAN OPERATIONS 


SCHEDULES FORMING A PART Of- THE BALANCE SHEET OF DRFSDNER BANK AG 


(Rs m thnu»ijiid\) 


As at 
March .M. 
1999 


As at 
March t|. 
19<)K 


(Ks in thousands) 


Schedule S - Other LiahUities 


As at 
March 31 
1999 


As at 
March 31, 
1998 


Schedule 1 - Capital 

(A) Face value i>t secunlies 

depohited with the Reserve Bank 
Ilf India undri sub-section (2) 
ul Section 11 ot the Bankin; 


Rcyulaliun Act. 1040 

12.500 

2 50') 

tB> Amount brought into Indio 



by way of ‘Staii-up Capital' 

) 10.331 

II9.3t| 

Add Fresh capital introduced 



to date 

398,552 

2.50.445 

TOTAL 

717.983 

559 775 

Schedule 2 - Reserves & Surplus 



Statutory Reserves 



Opening balance 

8.87') 


Additions dunng the year 

- 

8 870 


8,870 

8.S71) 

Balance tn Front and Loss Account 



Opening balance 

35.481 

- 

Translerred (lo)/from Profit and Loss 



Account 

(.35.481) 

35,481 


- 

35,481 

TOTAL 

8,870 

44 351 

Schedule 3 - Deposits 



(A) 1 Demand Deposits 



(i) from Banks 

357.241 

5,7)11 

(II) from Others 

41,201 

I52,0')2 

II .Savmgs Bank Deposits 

5,092 

594 

III Term Deposits 



(i) from Bwks 

- 

- 

(II) from Others 

1,568.123 

1,457,230 

TOTAL 

I.V7I.557 

1,616,597 

(B) ( 1 ) Deposits of biancher ui India 

1.971,657 

1,616,597 

TOTAL 

1.971,657 

1,616,697 

Schedule 4 - BorrovrluBS 



1 Bonowings in India 



(i) Reserve Bank of India 

277J20 

- 

(II) Other Banks 

170,000 

),4.31,921 

(ill) Other institutions and 


agencies 

120.000 

518,950 

n Borrowings outside India 

2,.329 

199 

TOTAL 

569..549 

1.951.070 


and Provisions 


(i) Bills Payable 

I8).533 

38,026 

(ii) Inter-olTioe Adiustmcms (net) 

109.000 

76,098 

(III) Interest accrued 

(IV) Others (inuludmg 

21,942 

41,003 

provisions) 

11.566 

25.609 

TOTAL 

326.041 

180.7.36 

Schedule 6 - Cash and Balances 
with Reserve Bank of India 



I Cash on hand 
(including foreign cuirency 
notes) 

II Balances with Reserve Bunk 
ol India 

i 

779 ; 

955 

(i) in Current Account 

173,308 

157,999 

(it) in Other Accounts 

■ 

- 

TOTAL 

174,087 

158.954 


Schedule 7 - Balances with Banks 
and Money at Call and Short Nutke 

I In India 

(I) Balances with banks in 
India 


(a) In Current Accounts 

4,144 

167 

(b) In Other Deposit 



Accounts 

- 


(ti) Money at coll and short 
notice 



(a) With Banks 

* 

236,970 

(b) With Ollier institution.s 

- 

- 

TOTAL 

4,144 

237,137 

Outside indui 



(I) In Current Accounts 

8.016 

4.189 

(II) in Other Deposit 



Accounts 

,339.440 

- 

(III) Money at coil and shod 



notice 

13,648 1 

1.437.618 

TOTAL ' 

361.104 

-. i 

1,441,807 

-TOTAL 

365.348 1 

1,678.944 
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o Dresdner Bank AG 

(Incorporated in the Federal Republic of Germany with Limited Liability) 

INDIAN OPERATIONS 



SCHEDULES FORMING A PART OF THE BALANCE SHEET OF DRESDNER BANK AC 


(Rs in thouuuids) 


Ak at As at 

Match 31. Match 31. 
1999 1998 



Schedule 8 - InvcatmeDto 

I Investmenu in India in 

(i) Goveniincnt .Secuniies 
(II) Other approved secunties 
(ill) Sham 

(IV) Debentures and bonds 

(V) Subsidianes and/or joint 
veniuics 

(VI) Others 

TOTAL 

II Investments outside India in 

(i) Government Secuniies 
(including local auihonties) 

(ii) Subsidianes and/or joint 
ventures abroad 

(ill) Other investments 

TOTAL 

TOTAL 

Schedule 9 - Advances 

A (i) Bills purchased and 

discounted 

(ii) Cash credits, ovetdnifls 
and loans repayable on 
demand 

(iii) Term Loans 

TOTAL 

B (i) Secured by tangible 

assets 

( 11 ) Coveted by Bank/ 
Govetnment guatamees 
(iii) Unsecured 

TOTAL 

C Advances in India 

(i) Rnonty Sector 

(ii) Public Sector 
(ui) Banks 

<iv) Others 

TOTAL 


96ii.7l7 


310,000 


1.278,717 


725,894 

25,000 


750,894 



1,278,717 

750.894 

177,027 

231.253 

954..567 

299,051 

879,726 

414.799 

1,430,645 

1,525,778 

l..«68.59l 

1,199,760 

11,252 

50.802 

292,248 

33,770 

1,430,645 

1,525,778 

605,941 

.550,119 

824.704 

975,659 

1,430,645 

1,525,778 


Schedule 10 - Other Vised Assets 

(i) At CUM as at Match 31 
of pnor year 

(ii) Additions dunng the 
year 

(ill) Deductions dunng 
the year 

(IV) Depreciaiinn to date 
TOTAL 

Schedule It - Other Assets 

(i) Inter-offioe adjusimenn (net) 

(II) Interest accrued 

(III) Tax paid in advance/ 
deducted at source 

(IV) Stationery and stamps 
(v) Others (including loss as 

per Profit and Loss 
Account) 

TOTAL 


Schedule 12 - Coatingent 
Liabilities 

(i) Claiins against bank 

noi adowwledged as debts 
(n) Liability for paidy paid 


(iii) Liabiliiies on account of 
outstanding forward 
exchange contnets 

(IV) Cfuanatees given on behalf 
of constituents 

(a) In India 

(b) Outside India 

(V) Acceptances, endarsements 
and other oUigations 

(vi) Other items for which the 
bank is conoagendy liable 

TOTAL 


(Rs. in thousaada) 

As at 

As at 

Mandi 31. 

March 31. 

1999 

1998 

92,657 

91.164 

33,588 

1,521 

(184) 

(28) 

178,072) 

(57,258) 

47,989 

35,399 


.. 



34,073 

23,203 

.38.054 

6,537 

11 

26 

225.276 

•82J95 

297.414 

212.661 


- 

4,644J6S 

3IJMiJI07 

1,106.117 

1,060363 

1.392,527 

I3QS384 

103,735 

224367 

2J80 

2pW) 

I 


7.449J24 I 33,04,101 
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o Dresdner Bank AG 

(lacafponited in the Federal Republic of Germany with Limited Lhibility) 

INDIAN OPERATIONS 


SCHEDULES FORMING A PART OF THE PROFFT AND LOSS ACCOUNT OF DRtSDNFM RANK AC 


1 (Rs in thnuhandh) 



(Rs 

n thousands) 



Year Ended 

Year Ended 



Year Ended 

Year Ended 



March 31, 

March 11, 



March 11 

March 11, 



1999 

1998 



1999 

1998 

Schedule 13 • lolercet Earned 


■ 

Schedule 16 - Other Operating 







Expenses 



1 . 

luleicsVdiscaunl on 

advancei/bills 



1 

Payments to and provisions 



II 

Income on investments 

143,328 



for employees 

50.541 

41.851 

III 

Inletesi on balances with 

Reserve Bank of India and 

other uiler-bank funds 

74.139 

96.025 

II 

46.604 

1l).757 

Rem. taxes and lighting 

IV 

Others 

1.036 

- 

III 

Printing and stationery 

1.512 

I.IK3 


TOTAL 

415,149 

446.916 









IV 

Advertisement and publicity 

■>9 

180 

Schedule 14 -*• Other Income 











V 

Depreciation on Bank's 



I 

Commission, exenange and 
brofcenge 

23,826 

18.201 


2(),94() 

17,752 

property 

II 

Net Pn>fit/(Loss) on revaluation 

of investments 

(1.434) 


VI 

Indian Advisory Board's Ices 



III 

Net Profit/ILoss) on sale of 
land, buildings and other assets 

(16) 

101 


allowances and expenses 

110 

144 

IV 

Net PioritALoss) on exchange 



VII 

Auditors' fees and expenses 

245 

210 


transactions 

87.479 

117 790 


(including branch auditors' 



V 

Income earned by way of 
dividends etr from 




fees and expenses) 




subsidiaries, companies. 



VIII Law charges 

101 

2 


joint ventures set-up 

sbrand/in India 







VI. 

Miscellaneous income 

- 

- 

IX. 

Postage, telegrams, 
telephones, etc 

11,609 

8.724 


TOTAL 

I09.8S5 

136,092 









X. 

Repairs and miunlenance 

2,119 

1,765 

Schedule IS - Interest Expended 











XI. 

Insurance 

935 

1,141 

I. 

Interest on deposits 

205.721 

198,274 





II 

Interest on Reserve Bank of 
Indta/imer-baiik bonowings 

100,119 

1.12,521 

XII 

Other rxpendiiuR 

51,313 

46..54I 

III. 

Others 

• 







TOTAL 

305,840 

310.795 


TOTAL 

186,478 

150,148 










Ecoannic wd Political Weekly June 26. 1990 


A-77 


























o Dresdner Bank AG 

(Incorporated in the Federal Republic of Gcrauiny with Limited Liability) 

INDIAN OPERATIONS 


Sclicduie 17; Notes forming part (rf Ibe Accounts for the year ended March 31, 1999 

1 Inirmg ihe year the bonk expantled ns operations in India by opening up a bianeh in New IX'lhi The Balance Sheet and the Profit and 
Loss Account as disclosed include figures relating to that branch 

2 Principal Accounting Policies 
A General 

rtn. accompanying financial statemenls have been prepared on the histoncal cost basis and cuniorm to the staluloty miuirements 
and practices prevailing in the country 
B Transactions involving foreign exchange 

(I) Assets and Liabilities in foreign currencies are translated into Indian Rupees at rates ol exchange notified by Foreign Exehange 
Dealers Association of India (FBDAI) at Ihe year-end 

(lO Income and Expenditure items 'lave been translated at the exchange rales ruling on the date ot the lionsaclion 
(III) Outstanding foreign exchange contracts are revalued at the rates of exchange notified by FRDAI at the year-end and the resulting 
profits or losses are included in the profit and loss statement 
C Investments 

The Hank's investment poitfulio of securtiies is all under current cotcgoiv They have been revalued at lower of cost and market 
pi ICC. as specified by Reserve Bank of India 
D Advances 

In iciiiis of the Guidelines issued by the Reserve Bank of India, the Rank follows the cla.ssitication of advances into standard, 
sub standard, doubtful and loss assets Provisions have been considered based on the bank's policy that complies with the 
guidelines issued by Reserve Bank of India adequately 
b Fixed Assets 

The fixed assets are shown at hisionc cost less accumulated depreciation Depreciation has been provided on straight line 
me thud at the rales specified by Head Office which are equal lo/higher than those presenbej under Schedule XIV to the 
Coinpanies Act, I9S6 
r Income Kccognition 

ID Interest Income is recogni/ed on accrual basis 

in) Cominissum and fees are accounted tor on cash basis except for Commission on standby Letters of Credit for a period 
exceeding one year which are accounted lor on accrual basis 
G Staff Benefits 

The contribution to the Provident Fund and .Superannuotion Fund has been made on an actual basis and the Gratuity fund 
IS provided for on an actuarial basis 
11 Profit and Loss Account 

Ihe net prufil/loss ha.s been considered afiet pioviding for the following 
(I) Provisions tor Head Office, 

(ill Provision for taxes, and 

(III) Other usual and necessary provisions 
) Contingent Liahlllties 

Other Items of Rs 2,579,736/- represent income Tax matters in appeal relating to shoit/non-deduction of tax at source ui respect 
of certain perquisites offered to staff 
4 Disclosures required by Reserve Bank of India 

In terms of the circulars issued from time to time and circular no DBOD NO BP BC 9/21 04 018/98 issued by Reserve Bank of 
India, the following information os required is disclosed hereunder 

A The capital adequacy ratio (CAR) of the Bank as at March 31. 1999 as computed under guidelines of the Reserve Bonk of 
India IS 19 36% (Previous Year 16 89%) 


B 

The percentage of Net NPA's 

to Net Advances is 

16 16% (Previous Year 12 33%) 


C 

Provisions and Cuntingcncies 

comprise 




NPA 

Rs 

109.6SO.()00 00 




Income Tax 

Rs 

19.500.000 00 


• 


Total 

Rs 

129,150.000 00 



f) 

Invcsiincnis 




(uRi.) 




Gross Valud 

Depreciation 

Net VahK 


T998-99 1997-98 1998-99 1997-98 1998-99 


In India 

1.280,151,58300 

750,894,486 00 

1,434,232 00 

NU 

1,278.717,353.00 7S04»4Aa6D0 

Outside India 

Nil 

Nil 

Nil 

Nil 

Ntt 

NU 

Total 

1.280,151.585 00 

7.50.894.486 00 

1,434.232 00 

Nil 

1,278.717,353.00 

7SO.t94.4S6.00 


Economic and PMMcal Weekly tmt 3S. 1999 


A-7K 





Dresdner Bank AG 


(Incorporated in the Federal Republic of Geranany with Limited Liability) 

INDIAN OPERATIONS 

E. RatiM 

1998-99 l997-9h 

CapiUl Adequacy Ratio - Tier I Capital I9.36» 16 89% 

Capital Adequacy Ratio - Twr II Capital NA NA 

Interest income as a peioeniafp to woikins tumls 11.76% 10 98% 

Non-inierest mcome as a pereentoge to working lunds 2.84% .3 34% 

Operating profits as a pererntage to working funds 1 92% 2 31%. 

Rmuib on assets (137%) 102% 

Business per employee (in Rs ) 39,331,414 84 67.332,397 43 

Profil/(L(m) per employee (in Rs) (1,008.289 83) 943,647 38 

F The Bonk has ensured that all critical systems are Y2K compliant and has drawn a contingency plan to face any eventuality 
3 Others 

A The figures for the previous year have been regrouped and reclassified wherever necessary 
These notes form a part of the Accounts as at March 31, 1999 


SHARP & TANNAN DRESDNER BANK AG 

Chartered Accountants Indian Operations 


Sd/- Sd/- 

Suro) L Mehta Stephan Werner 

Generid Manager & Chief Executive Officer Hc^ of Operations & Cuntrolling 

Mumbai 
June 22. 1999 


Sd/- 

Milmd P Phodke 
Partner 


Auditors’ Report on the Indian Operations of Dresdner Bank A.G. 

We have audited the attached Balance Sheet of Dre.sdner Bank A G Indian operations as at 31st March, 1999 and also 
the annexed Profit and Loss Account for the year ended on that date 

In accordance with the piovisions of Section 29 of the Banking Regulation Act, 1949. read with the provisions of sub¬ 
sections (I), (2) and (3) of Section 211 and sub-section (3) of Section 227 of the Companies Act. 1936, the Balance 
Sheet and the ftofit and Loss Account, are not required to be and are not drawn up in accordance with Schedule VI 
to the Companies Act. 1956 The accounts arc therefore, drawn up in conformity with Fotms ‘A’ and ‘B’ of the Third 
Schedule of the Banking Regulation Act, 1949 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949 

We have obtained all the infoimation and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory 

The transactions which have come to out notice have been, in our opinion, within the powers of the Bank 
In our opinion, proper books of account as required by law have been kept by the Bank so far as appears from 
our examination of those books and proper returns adequate for the purpose of our audit have been received from 
the Branch of the Bank 

The returns of the Branch have been properly dealt with us while preparing our report 
Hie Balance Sheet and Profit and Loss Account of the Bank dealt with by us in this report are in agreement with 
the books of account and the returns 

In our opinion, the Balance Sheet and Profit and Loss Account dealt with by us in this report are in compliance 
with the Accounting Standards referred to in Section 211(3C). of the Companies Act 1936, in so far as they apply 
to the banks 

In our opinion and to the best of our information and according to the explanations given to us. the said Balance 
Sheet and ProHl and the Loss Account, read together with the notes thereon, give the information required by the 
Companies AcL 1936. in the manner so requited tor the Banking Companies and give a true and fair view of the 
stale of the affairs of the Bank as at 31st March, 1999 and of its loss for the year ended on that date 

SHARP & TANNAN 
Chartered Accountants 
By the hand of 

Sd/- 

Milmd P. Phadke 
Partner 


Mumbai 
June 22. 1999 


(a) 

(b) 

(c) 

(d) 
(c) 

(0 

(f) 
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KRUN8 THM BUNK PUMJC COWPnNV UMITBO 

(IncoiporaM tl Thai wKh L*nMd UaMly) 

62. MAKER CHAMBERS VI. 6TH FLOOR. NARIMAN POINT. MUMBAI 400 021. INDIA. 
TEL (01 - 22) 2S7 3741 • 3 FAX (61 • 22) 287 3744 TELEX 011-33001 KTBM IN 
EMail MbmbmBboinS vani nM m 



BALANCE SHEET AS AT MARCH 3! 

. 1999 

(Rs ’(XX)) 



As at 

As at 

Schedule 

31-03-1999 

31-03-1998 

CAPITAL AND LIABILITIES 



Capital 

1 

3S8,44S 

358.445 

Reserves and Surplus 

2 

14.651 

10.024 

Deposits 

3 

22.408 

3,249 

Other Liabilities and 




Provisions 

4 

14,665 

18.031 

Total 


410,169 

389,749 

ASSETS 




Cash and Balances widi 




R.B.I. 

5 

2,289 

618 

Balances with banks and 




money at call and 




short notice 

6 

312,584 

277,996 

Investments 

7 

20,696 

9,056 

Advances 

8 

32,378 

54,339 

Fixed Assets 

9 

8,824 

9,775 

Other Assets 

10 

33,398 

37,965 

Total 


410,169 

389,749 

Contingent Liabilities 

11 

174,246 

654,357 

Bills for Collection 


6,667 

11,898 

Notes on Accounts 

16 



The Schedules referred to above ft 

urn an integn 

il part of the 

Balance Sheet. 





PROFIT AND LOSS ACCOUNT FOR THE YEAR 

ENDING MARCH 31, 1999 


(Rs. *000) 


Year ended 

Year ended 

Schedule 

31-03-1999 

31-03-1998 

1. INCOME 



Interest earned 12 

32,456 

49,749 

Other income 13 

15,261 

29,753 

Total 

47,717 

79362 

IL EXPENDITURE 



Interest expended 14 

1,772 

21,575 

Operating expenses 15 

Provisions and 

20,528 

23,700 

contingencies 

7,754 

11,253 

Total 

30,054 

56328 

in.PROFIT/(LOSS) 



Net Profit for the year 

17,663 

22,974 

Profit brought forward 

0 

77 

Total 

17,663 

23,651 

IV. AnPROPRIATIONS 

• 


Transfer to Statutoiy Reserve 

9 20% Of Net Profit 
Transfer to Investment 

3^134 

4,595 

Fluctuation Reserve 
Transfer to Revenue and 

sss 

0 

Other Reserves 

S38 

5,410 

Transfer to Head Office 
Account 

Balance carnni over to 

13,036 

13.046 

Balance Sheet 

0 

0 

Total 

17,663 

233S1 

The Schedules referred to tbove fonn an integral pare of the 

1 Profit and Loss AccounL 




Ai per our attached repoit of even date 


For OSTWAL DESAl ft KOTHARI 
Chartered Accountants 

Sd/- 

T.P. Ostwal 
Partner 

Place: Mundiai 
Dated: 22nd June, 1999 


Fbr KRUNO THAI BANK 
PUBUC eXAfPANY UMTUBD 
Mumbai Branch 

Sd/- 

Soonthom PIpake 
General Manager 


Boonomic and PoUdcai WeeUy Jima 26. .1999 


















KRUN8 mm 8RNK PUBLIC COmPn MV UIMTSO 

(hoiMpomM In Thai with Unuiad UabMy) 

62. MAKER CHAMBERS VI 8TH FLOOR. NARIMAN POINT. MUMBAI 400 021. INDIA 
TEL (B1 - 22) 287 3741 - 3 FAX (81 • 22) 287 3744 TELEX 011-83001 KTBM IN 
EMail MbmblnObom3 van! nat in 


MUMBAI BRANCH 


SCHEDULES TO BALANCE SHEET AS AT MARCH 31. 1999 


(Rs 000) 


A& at 

31-03-1998 


IV. Front and Loss Account 
Balance as per Profit and 
Loss Account 

Total (1, II & III) 

Schedule 3 • Depodta 

A. I. Demand Deposits 

(i) From Banks 
(li) From Others 

II. Savings Bank Deposiu 

III. Term Deposits 
(i) From Banks 
(li) From Others 

Total (I. II & III) 

B. i. Deposits of branches 

in India 

ii. Deposits of branches 
outside India 

Total (i ft ii) 


(Rs. ’000) 


As at As at 
31-03-1999 31-03-1998 


Schedule 1 - Capital 

Capital 

Statt-up capital as prescribed by 
Reserve Bank of India 
(Note: The bank has deposited 

3 IDBI Bond of Rs. 10 lakh 
each with the RBI under 
section 11(2) of the Banking 
Regulation Act, 1949) 

358,44.5 

Total 

358,445 

Sdiedulc 2 - Reserves and 
Surphis 

I Statutory Reserves 

As per last Balance Sheet 
Additions dunng the year 

4,614 

3,534 


8,148 

11. Investmem Fluctuation Reserve 
As per last Balance Sheet 
Additions during the year 

0 

.555 


555 

III. Revenue and Other Reserves 
As per last Balance Sheet 
Additions dunng the year 

5,410 

538 


5,948 


0 


14,651 



0 

21,905 


22,408 


22,408 


10,024 




Schedule 4 - Other Liabilities 
and Provisions 

I. Bills payable 

i 

427 

333 

II. Inter-oflice adjustments (net) 

13,036 

16,278 

III Interest accrued 

343 

i 

IV. Others (including provisions) 

859 

j 

1.418 

Total (I-IV) 


18,031 

Schedule 5 - Cadi and Balances 
with Reserve Bank of India 

1. Cash in hand (including 
foreign currency notes) 

3 

7 

II Balance.s with Reserve Bank 
of India 

I. In Current Account 

2,286 

611 

II In Other Account 

0 

0 

Total (1 ft II) 

2,289 

618 

Schedule 6 - Balances with 
Banks and Money at Call and 
Short Notice 

1 In India 

I. Balances with banks 
(a) In Current Accounts 

1,721 

2,445 

(b) In Other Deposit 
Accounts 

137,500 

235,000 

II. Money at Call and Shoit 
Notice 

(a) With banks 

i 

1 

1 

0 

18,300 

(b) In other institutions 

0 

0 

Total (i ft ii) 

139,221 

275,745 


II Outside India 

I. In Current Accounts 3,643 

ii. hi Other Deposit AcoouMs 169,720 

ill. Money al Call and Short 

Notice 0 

Total (I. ii ft lii) 173,363 

Grand Total (I ft II) 312,584 
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SCHEDULES TO BALANCE SHEET AS AT MARCH 31, 1999 


(Rs ’000) 



As at 

As at 

31-03-1999 

31-03-1998 



(Rs •000) 


As at A& at 
31-03-1999 31-03-1998 


Schedule 7 - Invebtmenis 
I. InvcMmcnts in India in 


1 Ciovcrnmcnt securities 

5.046 

0 

II Other approved secunties* 

2,791 

2,791 

III Shciies 

0 

0 

IV Dchcntuie.s and bonds 

6,959 

6.265 

s Other Investments 

5.900 

0 

Total 

20,696 

9,0S6 


Deposited with RBI u/s 11(2) 
of the Banking Regulation 
Act. 1949 


Schedule K - Advances 
A) I Rills purchased and 


discounted 

1 22,277 

53,412 

il Cash ciedits. overdratts 

1 


and loans repayable on 



demand 

10,101 

0 

III Term loans 

0 

927 

Total (I, 11 & III) 

32,378 

54,339 

1 Secured by tangible a.s.seis 

10.101 

927 

11 Covered by Bank/ 



Government guarantees 

20,948 

53.412 

111 Unsecured 

1,329 

0 

Total (1. II & III) 

32,378 

54,339 

Advances in India 



( 1 ) Priority Sectors 

3,615 

6 906 

(ii) Public Sectors 

0 

0 

(III) Banks 

0 

0 

t IV (Others 

28.763 

47.433 

Advances outside Indi.i 

0 

0 

Total il & II) 

32,378 

54,339 


Schedule 9 - Fixed Assets 

1. Fixed Assets (other than 
premises, including furniture 
and futures) 

At cost as on 31st March of 


the preceding year 

10,999 

9,628 

Additions during the year 

133 

1,375 

Less. Deductions during 



the year 

0 

-4 

Less. Depreciation to date 

-2,308 

- .224 

Total 

8,824 

9,775 

Schedule 10 ~ Other A.ssets 



I. Interest Accrued 

2,953 

2,238 

II Tax paid in advance/ 



Tax deducted at source (net) 

4,774 

4,5.56 

III. Others 

25,671 

31,171 

Total (1, II &. Ill) 

33,398 

37,965 


Schedule 11 - Contingent 
Liabilities 

I Claims against the bank 
not acknowledged as debts 
11. Liability for partly paid 
investments 

III Liability on account of 
outstanding forward 
exchange contracts 

IV. Guarantees given on behalf 
of constituents 

(i) in India 

(ii) outside India 

V. Acceptances, Endorsements 
and other obligations 

VI Othei Items for which the 
bank is contingently liable 
(including Bills of Exchange 
Rediscounted) 

Total (l-VI) 


174,246 654,357 


174,246 654,3S7 


A 42 
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SCHEDULES TO PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDING MARCH SI. 1999 


(Rs ’000) I 


For the Foi the 

year ended year ended 

11-03-1998 31-01-1999 



Schedule 12 - Interest Earned 

I Intercst/discount on advances/ 
bills 

II Income on investments 

III Interest on balances with 
Reserve Bank of India and 
other tnter-bank tunds 

IV Others 

Total (l-IV) 

Schedule 13 - Other Income 

I Commission, exchange and 
brokerage 

II. Profit on sale of 
inve.stments 
Less' Loss on sale of 
investments 

III Profit on sale of land, 
buildings and other assets 
Less. Loss on sale of land, 

buildings and other assets 

IV Protit on exchange 
transactions 

V Income earned by way of 
dividends etc. from 
subsidiaries/companies and 
joint ventures ateoad/in India 

VI. Miscellaneous income 

Total (1-VI) 

Schedule 14 - Interest Expended 

I Interest on deposits 

II. Interest on Reserve Bank of 
India/inter-bank borrowings 

III Otheis 

Total (I, II & III) 


For the 
year ended 
31-0.1-1999 

For the 
year ended 
11-0.1-1998 

5,77.1 

32,990 

2.0.17 

2.215 

1,048 

2,467 

2.1,598 

16.507 

32,456 

49,749 

391 

700 

26 

27.806 

0 

- 151 

0 

0 

0 

0 

13.552 

1.398 

0 

0 

1,292 

0 

15.261 

29,753 

845 

1,290 

927 

19,176 

0 

1,109 

1,772 

21,575 


1 


Schedule 15 - Operating 
Expenses 

I PaynieiiLs to and provisions 

tor employees 3,^52 

II. Rent, taxes and lighting 10,437 

III Pnnting and stationeiy 63 

IV Advertisement and publicity 

V. Depreciation on hank’s 

property 

VI Directors’ tecs, allowances 
and expenses 

VII Audito'.s’ fees and 

expenses 22b 

VIII Law charges 0 

IX Postages, telegrams. 

telephones, etc 387 

X Repaiis and maintenance 743 

XI Insurance 68 

XII Other expenditure 3,509 

Totel (I-XII) ~20,528 
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MUMBAI BRANCH 


schedule: to balance sheet and profit and 1.0SS ACCOUNT FOR THE YEAR ENDING MARCH 31 ,1999 


Schcdukr 16 - Notes on Accounts 

PRINCIPAL AC(*OI)NTIN<; FOUdKS 
I General 

The accompanying financiat statcinenis ui the Mumbai Branch of Krung Thai Bank Public Company Ltd. have been pmpaied on 

the hiMuncal losi basis and conform to the statutorv pmvisions and practices prevailing in the countiy 
; 2 Transaefiom involving foreign exchange 

2 I Monetary assets and liabilities in foicign burrciity an- translated at the rate of exchange notified by ilie Foreign Exchange 
Dealers Association of India (FLDAI) as al thr yeai end The resultant profit on account of fluctuations is included in the 
Profit and Loss Account 

2 2 As advised by Reserve Bank ol India Prolit and Loss on outstanding forward contracts has been accounted for at the exchange 
rate prevailing at the year end This is in accordance with guidelines issued by Foreign Exchange Dealers Association of India 
(FEDAI) 

2 T Income and Expenditure items have been accounted at the exchange rates prevailing on the date of transaction 

^ Invatmenis 

T I Investments in Ronds and Government .Securities are classified undei current category and valued at lower of cost ih market 
value 

3 2 The ‘market value’ ot quoted investments ore taken as per market quotations 

3 3 The unquixed bonds have been valued on the basis of Yield To Motunty (YTM) method as per the guidelines of the Reserve Bank 

of India 

3 4 An adjusimeni on account of depreciation in the value oi current mvestmems in unquoted bonds and government secuniies, is 
recogm/ed as per the guidelines oi the Reserve Bonk of India 
4 Advances 

The loans and advances oie classified as per the guidelines issued by the Reserve Bank of India The advances are considered good. 

pertomung and standard assets as per these guidelines 
^ Fixed Assets 

S 1 Fixed Assets have been accounted for at their histoncal cost 

3 2 Depreciation on such assets are calculated on the straight line method i e. the ossets are equally depreciated from their coal 
at the rates prescribed under Ihc provisions of Indian Companies Act, I9S6 Assets acquired dunng the year are depreciated 
tor fractional period, from the date of acquisition lo the end of ihe year Such rales of depreciation me as under 

Rate of Ueinecialion 


Pumilute and Fixtures 6 33% 

Office Equipments 4.75% 

Computers 16 21% 

Traffic Installation 9 50% 

6 Revenue Rcciqpiition 


6 I Interest income and expenditure are accounted on accrual basis 

6 2 Commission income is normally recognized on the date of receipt although income may relate to transacbons extending beyemd 
the dote of financial siolements 

7 In computing tne Net Profit disclosed in the Profit and loiss Account, provision for Income Tax for the year has been made 


NOTES ON ACXXXINTS 


8 

9 

10 


11 

12 


The Capital Adequacy Ratio (CRAR) of the Bank us at 31 03 1999, in accordance with the guidelines issued by the Reserve Bank 
of India, works out lo 236%> 


In accordance with the decision of the Head Office, the liability of H O Administrative Expenses amounting to Rt. 32.32,350 has 

been set off against on un-amottized balance of Rs 19.39.410 in Deferred Revenue Expense and the amount of Rs 12,92,940; wMch 

had been amoitized over a penud of previous two financial years, has been written back and credited os Miaccllaiwous Income. 

The bank recognizes the importance and potential impact of year 2000 A Y2K committee has been formed lo momtor the 

implementation of Ihe year 2000 plan and Y2K prog .im is successfully completed os per the plan drawn by Ihe Bank. The Badt 

has also developed a suitable contingency plan for the mission cnucal system to ensure the continuity of Ihc operations to nvoid 

any nsks of failure of software systems at cntical dales 

Previous year figures have been regrouped and reclassified wherever necessary 

Other financial information pursuant to cireular no BP BC 9/21 04.018/98 dt January 27, 1998 


• CRAR (Tier I) 

• CRAR (Tier II) 

• Percentage of Net NPAi to Net Advances 

• Interest Income as a percentage to working funds 

• Non-imcrest income os a percentage lo working funds 

• Operating Profits as a percentage to working funds 

• Return on Assets 


Current Year Previmia Year 
236.00% 342.00% 

0.00% S 22% 

0 . 00 % 0 00 % 

7 47% 8 00% 

3.31% 4 78% 

5 85% 5 30% 

431% 590% 


i-84 
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SCHEDULE TO BALANCE SHEET AND PROFIT AND LOSS ACCOIWT FOR THE YEAR ENDlNCi MARCH 31, IMM 


* 

Business per employee 

Current Year 
(Rs '(XX)) 
5.479 

Previous Year 
(Rs '000) 
5.235 

• 

Ptufit per employee 

1,766 

2.08X 

• 

Amount of sub-otdinoied debt raised as Tiei II Capital 

Nil 

Nil 

• 

Gross value of investment in India 

Book value 

20,766 

9.791 


Less Provision for depreciation 

-7(1 

-735 


Net value of investments in India 

20.696 

9,056 

• 

Provisions and Contingencies include 
• Provision towards N P A 

Nil 

Nil 


• Provision foi Income Tax 

X..)I5 

10,000 


• PniviMon for Interest Tax 

KM 

518 


> Depreciation la Value of Investments 

70 

735 


Pljir Mumbai 
UaluU 22n«l June 




For KRUNO THAI BANK 

Mumbai Brand 
Sd/^ 

Soonihoin Pipak 
Gcneial Manage 


Auditor’s Report 


We hove audited the attached Balance Sheet of the Mumbai Branch of Krung Thai Bank Public Company Limited as at|| 
31st March. IVW and also the annexed Profit and Loss Account for the yeai ended on that date 

In accoidance with the provisions of Section 29 of the Banking Regulation Act. 1949. read togethei with the provisionijj 
of sub-sections ()), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 1956. the Balance, 
Sheet and ihc Profit and Loss Account are not required to be and are not drawn up in accordance with Schedule VI UaI 
the Companies Act, 1956 The Accounts arc, therefore, drawn up to conform with Forms A and B of the I'hird Schedulffij 
to the Banking Regulation Act. 1949 

Subieci to the foregoing observations, we report that in accordance with sub-section (3) ot Section 30 of the Banking Regulatioiii; 
Act. 1949. 

we have obtained all the information and explanations which to the best of nur knowledge and belief were necessar; 
lor the purpose of our audit and have found them to be satisfactory, 


a) 

b) 

c) 

d) 

e) 


the transactions of the Mumbai Branch which have come to oui notice have been within the powers of the Mumba^ 
Branch of the Bank; u> 

in our opinion, proper books of account, as required by law. have been kept by the Mumbai Branch of the Bank 
far as appears from our examination of those books: H' 

the Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of account^ 
in our opinion, and to the best of out information and according to the explanations given to us the said Accounts giv«! 
the information required by the Companies Act, 1956 in the manner so re ,uired, for banking companies and read togefheR 
with the notes, give a tiue and fair view ^ 

(i) in the case of the Balance Sheet of the state of affairs of the Mumbai Branch of the Bank as at 31st March, 1999)] 

and 

(ii) in the case of the Profit and Loss Acouunl. of the profit for the year ended on that date 

For OSTWAL DESA) & KOTHARfj 
Chartered Accountantf! 


Place: Mumbai 
Dated- 22nd June. 1999 


Sd/ 

TP Osiwaj 
(Partners 


Economic and Ptrittied Weekly June 26. 1999 




Irrigation Privatisation in India 

Options, Issues and Experience 

R Maria Saleth 

Conceiving "prixate set tor' hroadh to include not onlv the corporate set-tor hut also the Lonsultancy and 
ontratting (inns, watci users’ asMHiations, non-governmental organisations, and the general public, this 
ttper evaluates the options for pionwitng private set tor participation in canal irrigation management, 

. 'iscusses the majtn i,ysiies involved in at tiialising such options, ret oiints some recent initiatives on irrigation 
j rivatisation, and outlines the thiust and Joins of a stiategyfor promoting irrigation privatisation in India. 


' I 

Introduction 

IE prowinji investment needs ot the 
gatuni sccior. thedelenoi iiting i inane lal 
J physical health ot irrigation piojccts, 
i the ovei powering inf luence of an oco- 
mywide letoini process are tnleracting 
niensity the seaiLh lor policy initiulives 
xith loiivenlional and uiiLniivenlion!il 
o returm the irugjMon sectoi One of 
'se unconventional iniliatives aims to 
/olve private sector n.>i onlv in the 
ancing and coiistiui non but also in ih*' 
eration, maintenance and management 
both iingatum .md multi-puiposc* 
temes The benefits possible Itotn 
vale participation in die irrigation sector 
* many .ind often compclimg Apart 
•m the additional investment and eost- 
ving possibilities, piisale paiticipaiion 
imgalion development and management 
uid also minimise’ some of the mhereni 
sblems ot public manaeenu'nt (e g. 
iayedconst!iiction, cost escalation, and 
iw utilisation ot ciealcd iingation 
tcniial). Since walei lales will he revised 
en to rcllcci the changing economic 
dities and cost lecovcry will be moie 
'icient both the meeiitive gap and 
.* nnaneial gap can be budged to rcalusc 
i hidden insostmeni and iirigalion 
Icntial evident within liw iirigalion sector 
elf. 

While the need loi the policy ofimgation 
ivati.sution is cleai sonous questions 
II persist How sliould the issue ot 
igatiunpriv.iiisalionlK*C(inceived‘’Wlial 
: the forms in which pnsaic gtuups can 
cclively participate in the nng.itioii 
;ior7 What aie the policy issues involved 
irrigation privatisation’ Arc there 
actical instances tor and policy initiatives 
wards irrigation piisatisMion in India.’ 
iaddre.ssihe.seandielaiedquest! ms. the 
iitral mimstrv ot watei icsoutccs has 
astituled a high jx'wer conimiilce on 
ivate sector participation in irrigation 
d muhi-purposc pu locis in July l^^)S 
uscommiitec - chan cd by P V Rjngayya 


Naidii. the then nimisierol .state tor water 
resouiccs - has submitted its report m 
Deteuibci IW*! IGovenimcni of India 
(GOI) Having underlined the 

rationale - especially in terms ol the flow 
ot private nivcsitncnls iiiio (he itngation 
sccloi (oi pi ivate sector participation, 
this icport discusses possible forms of 
private participation and identifies various 
kinds ol incentives needed lorproinuling 
private iiivesinients es(>ecially in major 
and medium iirigalion projects. Although 
the report leuiginscs the technical, legal, 
and institutional changes needed foi 
promoting irrigation privatisation, it leaves 
the specincs of such changes to working 
groups which arc yet to be fonned 
To be fair, given the limited time at its 
disposal and the complicated naiuic of the 
subject, tlic Rungayya Nuidu Committee 
• being ilie insi otticial group to explore 
and give ipolicy recognition to the .subject 
- cannot lie faulted cither tor its partial 
nature or lot its limited coverage One 
c.innoi Ignore, however, the most senous 
limilatH'ii originating tnnn the veiy concept 
ol 'pii vate scc tot* lieing used in the leport 
As the piodoniinant concern is on (he flow 
ol private investment into the irrigation 
sector, the committee conceives ‘private 
seiUii panicipation' narrowly to include 
only (he panicipation ol pnvale corporate 
scctoi hut not that ol other private groups 
sueli us walei users’ associations (WU As), 
non governmental oiganisutions (NGOs), 
and the general public. Hven within the 
coiporate sector, the role ot private 
consultancy and contracting firms is also 
excluded Since a narrow concept ol pn vate 
sccioi could captute neither the strategic 
loles ol the evcludcd ginups in facilitating 
the paiticipation ot the included groups 
nor ilie synergetic' potential emanating from 
the Cl iniple mentary nature of a multi-player 
parlic’ipation, it has a limited utility of 
being the conceptual basts of pi ivatisation 
(Kiliey in the iirigatiun sectoi fSaleth 
1 Wba| Both by conceiving private sector 
bioadls to imiude all relevant private 
groups as well as by recognising their 


complementary natuic, this paper makes 
an attempt to evaluate the options for 
piomoung private scctot participation in 
canal irrigation management, discuss the 
major issues involved in translating such 
options, recount some recent initiatives on 
irngalion privatisation, and outline the 
thrust and tocusof a strategy lorpionioting 
irrigation privatisation in India. 

II 

Irrigation Privatisation: 

C'oncept and Scope 

Let ’as ciaiily lirst the concept ol 
privatisation a^ afipbcable in the context 
of irrigation sectoi inpaniculdr.mdmacio- 
cconumtc tel'onii in gcncial In the ca.se 
ol India and othci developing couiitiics, 
privatisation mcansessciuially a reduction 
in the I ole of govcinment burcauciacy to 
pave the way foi an enhanced lolc for 
market loa'cs and pnvate initiatives in 
economic management In tins sen.se, 
pnvatisation, though it mininnses the tolc 
of bureauc racy, docs not eliminate the role 
oi state altogether Such an elimination is 
nciihet possible noi desirable in view of 
the need for both the regulatory as well 
as enabling Innctions that only an ae'ivc 
stale apparatus eon perfoini Pnvatisation 
policies, therefore, do not aim at an outnght 
substitution of private sector for govem- 
nienl or public sector. It aims only to 
exploit the tremendous social gains (hat 
can he derived by strengthening the 
complementarity on titc one side and 
rekindling a spint of healthy competition 
on the other side between the two sectors. 
Such a siKially desirable arrangement can 
K* achieved both by redefining their mutual 
nghis and responsibilities as well as by 
dcmaicatiiig their rc.spcc(ivc spheres of 
inllucncc 

While the basic aim ol priv^isation 
remains invariant across sectors, both the 
lot ms and degree by which it can occur 
do vary by .sector This is especially so in 
(hecaseof in igatiunseclorwhere different 
forms of private paiticipation vary not 
only across regions and projects but also 
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across different facets of irrigation 
development and management (eg. 
rinancing, project planning and con- 
stniction, technical ai^ managerial aspects, 
water distribution and fee collection and 
system maintenance). These variations 
reflect essentially the area, project, and 
facet-specific differences in the rate ot 
return, techracal requirements, and insti- 
tuuonal prerequisites. 

Unlike the pn vati.sation of civil aviation, 
power or transport, imgation pnvati.sation 
necessarily involves players of differeni 
types and .sizes - each with different sets 
of resources to contribute, functions to 
perform, and payoffs to receive. Apart 
from the government in general and the 
imgation department in particular, the 
process of imgation privatisation involves 
pnvatecorporate sector covering imgation 
and construction companies, technical and 
managenalconsultancy outfits, contracting 
firms taking both main and suh-contraettng 
activities, WUAs, NCiOs, and also the 
general public. As the tinancial, technical, 
and organisational tesources are unequal 
and dispersed across these private gioups. 
toraneitcclive privatisation scheme, these 
groups have to be bioughi together lor 
integrating their critical resources within 
a common managerial framework. 
Although competition is likely and desir¬ 
able within each group (c g. imgation 
companies or consult.incy outfits), there 
IS an ineviiubic need tor co-ordinaiion. il 
not complete ctvojteniiion. across groups 
in view o( the desirability of pooling their 
financial, technical, and managerial 
resources. 

.Since the private groups arc mutually 
non-exclusive and complcmcntaiy in 
character, the socially most beneficial 
configuration ol private participation 
involves tlie .simultaneous participation of 
all private groups. Although the direct role 
of government in irrigation financing and 
day-to-day management will be reduced, 
its facilitative and regulatory roles get 
enhanced tremendously. Ithasthedifficult 
task of balancing the conflicting objectives 
such as provision of incentives for privitc 
investors, protection of farmers' interc.sls 
including food security, maintenance ot 
quality standards for storage and 
distribution networks, and the protection 
ofecology in project sites As the realisation 
ol these objectives involves politically 
risky and administraiivcly challenging 
legal and institutional reforms, the 
government also has a daunting reform 
task.' Thus, the government, as the 
dominant player, has a much more 
challenging role with privatisation than 
otherwise. 


ID 

Forms of Private Participation 

Irrigation privatisation can take a variety 
of forms mvolvingdifferent setsof players 
As noted already, since they diffrr sharply 
not only m terms of their finunciat status, 
technical skill, and organisational potential 
but also III icrms of their basic motives, 
the nature and intensity of their parti¬ 
cipation can vary both acros.s arcus, pro¬ 
jects, and pioject components. To undei ■ 
stand better the variations in the parti¬ 
cipation potcniiai of different private 
groups, Ici us decompose ‘private sector' 
into Us mum constituents and visualise 
vanous possible configurations in which 
they can participate in irrigation privali- 
.sation Lilher individually or collectively 
Although the main players and their 
paiticipaiion configurations are mutually 
non-cxciuMvc and complementary, they 
can, nevertheless, be viewed a.s di.slinct 
options toi the purpo.se ot gaming 
analytical convenience. Table I shows 
these options ^ 

PkIV M l CoRPORATr, Sl.n OR 
pARnCIPMION 

Corporate sectorpamcipation COversthe 
tnvolvenieiu ot thtcc profit-seeking pri¬ 
vate groups. I c, coastiuction/imgation 
conipan ICS, engineenng/managcmcnl con¬ 
sultancy outfits, and contracting firms, in 
vanous lacets ot canal imgation develop¬ 
ment and management. Strictly speaking, 
a single company - cither with a single 
organisational iramework or with a 
subsidiary ariangemcnt - can simul¬ 
taneously covci the activities of all these 
three groups But, due Ut their differential 
financial, icchnicat, and managerial 
capabililicv it is likely that films with 
dislmcloiganisiiiional/managenalconirols 
will develop functional specialisaiioii ^ 
While large corporaiioms with better 
financial strength and technical skill can 
plan and execute a whole project, cor- 
sultancy oullits u.sually with more skill 


than finance can provide valutdtic techniciil 
inputs in specific areas like project 
planning, investigation, and construction. 
But, contracting firms can undeitalm 
mostly piecemeal works in oclivitiM 
ranging Irom dam construction to system 
inumtcnaiicc. Althoughnew projects offer 
scupcloithegiowthnfpnvatccon.stnictioR 
companies as well as piiv.iie consultancy 
and contracting firms, the existing irriga¬ 
tion projects lequmng lepair, icnovation, 
and maintenance mainly need tin; .services 
ot consultancy and contracting fimts In 
any case, these coiporate groups can 
participate- eithei individually or jointly 
- in imgation devcIopnnMit and manage¬ 
ment undci the following four con¬ 
figurations build-own-<«pciatu system, 
build-own-ti ansfer.system, binld-own-sell 
system, and lease-own-opcialc system. 

liuihl-iiwn-oiu rale miem Under this 
option, piivuie companies which were 
successiul in bidding toi imgation projects 
and getting the necessary environmental 
clearaiue trom the concerned state 
govei nmenls andccniral agencies not only 
hui Id the projects hut also own and operate 
the irrigatKiii systems In doing so, these 
companies can also utilise the specialised 
services ot the consulting and corilructmg 
firms. Moreover, waiei stored in the dam.s 
can akso be used for gcnciuting (towci 
cither by the company owning the projccl 
or by one ol il.s subsidiary undeiiukings. 
orby aseparatc power company coiiliacting 
the power generation .ictiviiy Irom the 
company that owns and o|H'i .tte.s the storage 
sy.stcm^ While ii is easiei for imgation 
companies lo pl.in luul l< mstnict ihc project, 
il IS a real challenge loi them to organise 
watci deiiveiy lo and cost icvovery from 
numeious l.iriiieis To perform these 
diM'Kull and imljnnli<ir lask.s, a private 
imgulion company can relv on the .services 
ol other pi i vale groups as well a.s the 
.suppoil ol government ilcpaniiients. 

While nianagcmcnt and consultancy 
outfits can help in scheduling and 
distnhuling w ater above the oiillel, WU A' 


TaBIE MaIOK PrIVATI Pi AYIRV and PAItrilll’AIION ('oNIKil'KAIIOSS 


Mam (iiuupv ,Sub-Giiiups 

Pnvatr C'orpoi.itc Sector Imgation companiev 


WUAv 

NGOs 

General public 


Con.sulianL> ouitiiv 
Contracting firms 

Formal oiganisations 
Informol/local urgonivations 


Participation Conrigurations 

Butid-nwn-operaU vvstciii 
Builil-('wn sell systcni 
ItuiU-nvoi Iransiei cysU'in 
1 cave-own-opcial,' sysirin 
Hngincrtmg consultancy 
Manageiial coiiMiliancy 
Mam c(/niraclmg 
Sul'-conirnctinf 
Tuin-over system 
Water bond systeiii 
Leg.ilAechnicat veiMces 
Oiganisaiional vervkcs 
Conlnhution v la water bund 
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can help in managing water diaribution 
and fee collection below the outlet. 
Similarly. fOTiiyaem maintenance, services 
of private contractors can be used above 
the outlet whereas .services oi WUAs can 
be used below the outlet. Although sy .stem 
maintenance through WLJA.s is preferable 
both on cost and logistic considerations, 
in view of their financial and technical 
inadequacies, the involvement ot local 
contractors is inevitable, at least in the 
initial stages. For lec collection, private 
imgation companies i ould also, in theory, 
utilise the services ol cither the irrigation 
or revenue departments that arc currently 
performing these tasks ^ In any case, the 
government has important responsibilities 
not only u> balance the iarmers' iiiterc.sts 
with lho.se ot the irrigation companies but 
also m proiccling both the ecology and 
phy.sical health ol the system Briefly, these 
I responsibilities include the awarding ol 
project contracts to the group with best 
bids, taciliiatiiig land acquisition and 
environmental clearance, organising 
rehabilitation and resell Icment. setting and 
monitoring standards for protect quality 
and construction schi-dulc, establishing 
and mnnitonng watci pi icing guidelines 
to protect fatmers’ interest, managing 
conflicts, and ensuring ecological 
safeguards in project sites. 

Huild-own-sell SMiem. Under this 
system, pnvate eonstiuction companies, 
though they build and own the storage 
system as in the previous system, in.stead 
of getting involved - either directly or 
indirectly - in water distnbulion/fec 
coilection/syslem maintenance, sell water 
in bulk cithci to the irrigation department 
or to other pnvate companies, or even to 
a con.sortiutn of WUAs. In ea.se the private 
construction companies sell water to non- 
governmental agencies (i e, water 
distnbution companies and Wl lAs), it is 
also possible to sisualise a mure 
dccentrali.sed system ol water distribution 
and management. Under such a 
decentralised .system, a number of pnvate 
companies and Wl I As -cither individually 
or in c(m)unclion - will be allowed to have 
nghts foi water distnbution and water 
charge recovery in difleteni segments of 
the project area. These distnbution nghts 
can be established based cither on open 
bidding procedure oi on other practical 
considerations Regardless of whether 
water distribution and fee collection 
functions ate performed by governmental 
or non-govcinmenial agencies, it is these 
agencies - either by ihemselvcs or with 
the help of private contractors/WUAs - 
that ha ve to undertake sy.stein maintenance 
beyond dam outlet and recoverthe re.sultant 


costs through waterchaiges orotherspecial 
fees. But. the company owning the storage 
project has the sole responsibility for 
maintaining both the dam structure and 
thecatchment areas in accordance with the 
pre-specificd and mutually agreed norms. 

Build-own-transfer system: Under this 
system, as in the two previous systems, 
the pnvate company with the best bid 
builds the imgaiion project according to 
the design, capacity, quality, and deadline 
.specifications set by the government. 
However, the government - in its attempt 
to reduce the transaction costs - extends 
help in acquiring land and environmental 
clearance. But. unlike the two previous 
systems, the project on completion is 
transferred to government agencies lor 
watei letailing. Like the two previous 
systems, this system al.so offers 
cons'derabic scope for multi-agency 
participation in various facets of irrigation 
management For instance, instead ol a 
single company undertaking the 
construction of both the dam as well as 
the canal distribution and drainage 
networks, two (ot more) companic.s can 
Ciich Loncenti ate on diflerenl components 
ot the tingatton pioject 

Even when a single company gets the 
project, various components of which can 
subsequently be sub-contracted to a 
numbci of private consultancy and 
contracting firms Such sub-contracting 
will be more likely in the construction of 
water distribution and drainage networks 
as the cost oi moving men and matenals 
acnvis pni|cct command can be minimised 
by involving a large number oi small local 
level contractors It is also possible that 
t wocomponics - one imgation engincenng 
firm and the other an eicctncat engineering 
finn - could ulsojointly undert^c a project 
with a focus on their respective .sphere of 
specialisation. Be.sides, the projects 
translertcd to the government can also he 
subsequently turned over, on a selective 
basis, to mature WUAs. Finally, the 
projects under the build-own-operate and 
buiid-own-sell systems could also change 
to build-own-transicr system when the 
pnvate mve.stors in the former systems 
find it difficult to manage or like to move 
their invc.stment cl.sewhere. 

Ijfase-own-operutc system: Unlike the 
three previous sy .stems that are appropriate 
for new projects, the lease-own-operate 
system is particularly relevant for 
promoting pnvate participaticHi in existing 
.IS well as recently completed projects 
Admittedly, this system is also equally 
relevant for new projects completed not 
only by imgation department Iwt also by 
private companies especially when they 


want to part with thdr water distributioii 
and cost recovery functions. Under the 
lease-own-operate system, one or more 
private groups lease an existing irrigaliim 
project on a long-term basts and undertake 
thetaskof water distribuuon, feecoliection, 
and system maintenance either by 
themselves or in conjunction with other 
private groups likeconsultancy/ormtmcting 
firms and WUAs. As such, this system 
also has the potential for promoting multi- 
player-centred private paitictpation. 

The key policy issues involved in the 
lease-own-operate system are the 
determination of the lease terms including 
lease payment and the level of acceptable 
minimum maintenance requirement. The 
lease term can influence not only the level 
of water rates but also the level of incentives 
available for the leasing companies to take 
interest in the long-term health of the 
system. It is, therefore, possible to ensure 
the physical health and perforaiance 
elficiency of the Icased-out system through, 
the choice of a proper combination of 
lease term specification and maintenance 
commitment Two of the most important 
considerations involved in lease term 
specification are lease duration and mode 
of lca.se payment Lease duration should 
be large enough (say, IS oi 20 years) to 
provide suf ficient incentive lor the leasing 
company to invc.st in project maintenance 
and system improvement.^ If it is desirable 
to have flexible lease duration, a 
performance-linked renewable lease of 
medium duration (say, S or 10 years) can 
also be considered. It is also desirable to 
allow the leasing aimpany to suh-lca.sf the 
project either in pari or in full ^ As to the 
mode of iea.se payment, instalment pay¬ 
ment IS prefcr^le to one-time payment 
especially for encouraging smaller lea.sing 
companies including lho.se owned by 
WUAs. 

Having reviewed the fourconfigurations 
in which corporate groups can participate 
in iirigation privatisation, let us note their 
common as well as distinct features. First, 
as we move down the fouroptioi»implying 
varying combinationsof pnvate and public 
sector participation, the extent of private 
sector involvement declines whereas tiie 
same by the public sector (i e. irrigation 
department) increases concurrently. 
Second, despite the option-specific varia¬ 
tions in the relative role of public sector 
in project construction and management, 
the regulsdoty and supervisory functions 
of the government are needed for the 
success of all options. Third, these options, 
though they differ in terms of the relative 
roles of private companies and public 
sector, do invariably expand the scope for 
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the participation of other private groups. 
All the four options are thus quite 
favourable for mulii*agency participation 
where different private groups participate 
simultaneously in various aspects of 
imgation development and management. 
As a matter of fact, the succc.ss of the four 
options involving the corporate sector is 
critically predicated on the existence of 
well developed netwoiks of other private 
groups such asconuociing and consultancy 
firms, WUAs, and NGOs. And, finally, 
since both the build-own-transfer and 
buiid-own-sell .systein.s neither di.sturb 
existing arrangements nor require 
cumbersome tasks oi water delivery and 
cost recovery, they arc a more practical 
means of promoting private participation 
as compared to the other two svstems 
With thi^ observations, let us now turn 
to the issues involved in the participation 
configurations of non-corporate private 
groups. 

Farmers* pAunciPATioN 

Whatever be the configuration of 
irrigation pnvatisatioii, farmers - both as 
individuals and as groups - have a central 
role to play either as the main or as 
supportive actois. A well organised and 
effectively functioning network ol WUAs 
with capacity and expencncc in functions 
like water distribution, water charge 
collection, and system maintenance can be 
a facilitating factor both for private 
investment in irrigation as well as lor 
private involvement in management. But, 
the kind of farmers' participation being 
considered in the coniexi of irrigation 
privatisation is radically diffeicnt from the 
partial and paternalistic attempts being 
made ai present. In orilei to elicit the form 
of farmers’ participation appropnatc for 
imgation privatisation, it is critical to move 
from mere ‘participauon* to ‘organisation’ 
and evcnuially to ‘tum-over’ ot irrigation 
system itself to farmers’ management 
IMaloney and Raju 1994]. 

It is, however, naive to presume that the 
turn-over policy itself can make WUAs as 
an effective component of irrigation 
privatisation. It is important to recognise 
the reality that most WUAs lack not only 
the necessary technical and managerid 
skills but also the required scale and 
intensity of farmers’ participation. Obvi¬ 
ously, It is essential toempower them with 
the necessary technical and managerial 
capabilities as well as to create an economic 
stake among farmers so as to motivate 
their active involvement in outlet level 
irrigation management. The empowerment 
of WUAs requires a stronger operational 
linkagebetweenWUAsand publicinining 


and extension networks and dso a brooder 
role for NCiOs both as caulysts and a.s 
delivery points for technical and 
managerial inputs, the creation of economic 
slake among farmers requires the 
establishment ofa locally managed ‘water 
quota' system to extend volumetric 
distnbution right up to the farm level 
ISalcth 1996b ch 9]. 

Apart from the role that the organised 
larmcrs can play underthe tum-ovci policy, 
they (.an also have a direct participation 
m imgation financing under the ‘water 
bonds’ system IGulati 1994). Under this 
system, the agcncy-eitherpubiicor private 
- managing the irrigation project issues 
water bonds to which the project tamicrs 
can subssnhe and .secure thereby a shaic 
in water storage in proportion to then 
sub.sciiption " Since the irrigation project 
undei this arrangement becomes a sort of 
jomt-siock company, this system provides 
a strong economic and organisational 
framewoik lor a better financial and 
opcraiional periormance of the project. As 
the water shates of farmers arc an in-kind 
return foi tlieii inve.stment in water bonds, 
there IS neithci a se|iarate payment tor 
water nor is therc the cumbersome pi occss 
ut cost recos cry Although the water bond 
system is appt'ulmg in view of Us close 
resemblance to the water rights system, il 
IS rather di I ficult to implement in the Indian 
context due to serious practical problems 
I'hesc problems incluiic the difficulties in 
deiinmg water shares under a situation 
chaiacten.seu by large and spatially .spread 
imgation systems, distantly kKalcd .storage 
systems with pool designs and delivery 
networks, and the presence of a laigc 
number oi small, uneven, and dispersed 
farms.'* In view of these problems, the 
practical utility oi this system is extremely 
limited in the Indian context at picsciit 

Par I it’iPA riON by NGOs 

NUOs operating both at the naUonol and 
local levels also have a significant role i.i 
facilitating the process of irrigation 
pnvattsation The urgani.sed segment of 
NGOs include not only those which operate 
at present in the technical, financial, and 
training spheres related to imgation hut 
also those which may emerge in the 
altermath ut imgation privatisation ce g, 
the re.spective associations of imgation 
companies, consultancy agencies, and 
contracting fiims and tte federations of 
WUAs). While these formal organisations 
can provide te;hnical, legal, and lobbying 
support, the intormal NGOs operating at 
the local level can play an important role 
both in catalysing the formation of WUAs 
as well as in deli venng training, technical. 


and managerial inputs. Notably, the field 
level NGOs could themselves obtain tiM 
loquiicd skills and miormation from thtj 
existing training, extension, and technics] 
networks both in the public and private 
■sectois The catalyst role that the NOOi 
play in strengthening the intcrlace between 
WUAs and the training, extension, and 
teihiucal neiworks lia.s a .strategic value] 
in creating a strong and formal organis-j 
alional basis conducive tor encouraging 
the involvement ol piivate companies in 
iriigatK'n inuiiagemeiit. 

When planning ihe role nt NGOs in the 
protciiN oi imgation piivatisation, it will 
be mote lealistic lo rei.ogni.se what they 
are (upahic of doing and what they cimnot 
doespeci.tlly given then limited sphere of 
intluciicc and uneven spatial development 
pattern While they have considerable 
strength m tlic tcelimeal, liaimng. and 
orgamsattonal spheres, they at e often weak 
on the tiiiansial trout Apait from thcSii 
linantial iiniitations, the overall per 
tormaiRc of the NGOs thcmsci v&sdcpends 
on the strength of then operational linkages 
m>t only with the private agencies managing 
the imgation project but also with the 
tiK'hnual, naming, and extension networks 
operating both at the national and regional 
levels 'I'hccmeigingtcndcncvamong.sonM 
NGOs lo view theiii.sclves a.s an alternative 
U) stale agenc ics - an eironeous pereeptior 
eneoui aged in part by zealous activists and 
some inicinational organisations - is 
contrary to then enlieal responsibility as 
a mediating methanism to galvanise 
variou.s govcmmenl and piivale pl.sycrs 
towauls a common agenda Unle.ss this 
special and a somewhat dependent .status 
ol NGOs IS lecognised by themselves as 
well as by state .igcni ics and n'flcclcd ir 
their ies|H:ctive imiIicics and opi'rations, il 
IS moio likely ih.u too much ex|)ectalior 
ol them could lead to misplaced einphasn 
and unlulfilled targets 

PARnCIPATIONBV GtNlRAl l*lll,U(' 

llie imgation agencies - both public 
and private - can augment their tinam la 
resources by tapping the tinancial markc 
by issuing long-term bonds piipularl) 
known as 'water IxMids If such boml: 
are secured and promi.se a compciuivt 
financial rate ot return comparable will 
any other investment, the investing pubiii 
will have an inccntive.s to suKsenbe - 
cither dir(x:tiy or indirectly ihiougli thci 
depositing banks and olhei financia 
in.stiiutions - to these bonds Such a fora 
ot public participation is imponunt no 
only m terms ut enhancing the tiiiancia 
rc.source base of imgation agencies bu 
also in terms of enforcing a .strong scasi 
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(it financial discipline and accnuntahility. 
Since the irrigation agencies have to 
periodically service the hunds as well as 
to keep up their standing in financial 
market, thcopenilioiiol imgaiioii schemes 
would come under heavy public sciiitiny 
leading to gieatcr accountability and 
commcicial viability. 

With inigalion pnvulisatiun in general 
and public financial contributions in 
particulai, it is mon* iniporiaiu lor water 
rate.*! to be more realistic and cost recovery 
to be moic cflicicnt. An improved 
manageritil and opcialional pt'ilormance 
at the project level uiil also obviously 
have Its impact at the l.inn level as higliei 
weter rates and quality iriigation sci vices 
willimpiovcwaleruseelficiency andciop 
productivity m canal inigated areas In 
this sense, the hnancial participation of 
the general public adds the much needed 
healthy dimension to irrigation manage¬ 
ment, I e. the piogtc'SMve subjugation ot 
in igation pi <ijecis ti> the dictates ol market 
forces both at the macro and micro levels 
The same liiu' ot masoning can also he 
extended to the consultancy and contracting 
outfits (and even, matured WTIAs) that 
decide to icly on public tinancial 
contributions and banking insiiliitioiis tor 
meeting then tinancial needs Under¬ 
standably. given the late of letiirn in 
imgalion .sccioi at pte.sent, iingation- 
rclatcd eOmpatiies - both public and pi i vale 
-cannot coinpctc well in the capital miirket 
without (he |immise oi ailMClive leluins 
on and goveriimenl guarantee toi the 
invcstnicnl especially in the initial .stages 

IV 

Policy and Practice 

As the tinancial and pcrtormance eiises 
of the canal sector .ire going to blow 
sooner than latter, the issue of inigation 
privatisation - as a complementary, it not 
an alteriialive, mode, lor canal sector 
development and management - cannot 
be evaded tor long by the |xilicy-makcis 
Rangayya Naidu Committee's repoit, 
do.spitc Its preliminary nature, symbolises, 
in fact, the iii.st olticial lecogiiilioii ol 
irrigation privatisation as an important 
component ol water sector policy Hie 
draft ol the new waici policy due lor 
approval by the water n-sourccs council 
ha.s also recognised the necessity ol private 
scciorparticipatioii in w atersectoi in general 
and irrigation subsector in particular. Ilx- 
temal tunding agencies arc also adviKating 
a Fcahstie and (ime-h<'urid policy ol en¬ 
couraging piivate seetoi participation both 
in imgalion riii'ineing and miuiagemeni 

Despite the fact that a comprehensive 
policy on irrigation piivatisation is noted 


for its absence both at the national and 
state levels, a number of privatisation 
options noted in the Table 1 have already 
begun taking practical shape in different 
parks of India It is po.ssiblc to cite practical 
instances or policy initiatives forail options 
except the one involving farmers’ sub¬ 
scribed w ater bonds Sitic'ccxpcnencc with 
rcgaid to the options involving partici¬ 
pation ot WI lAs and NGOs in irrigation 
nianagcmcnl aic well known and docu¬ 
mented extensively (Dalyc and Patil I9K7, 
Maloney and Ra|u 1994. Brewer cl al 
I99K|. they aie not icpcatcd here. Instead, 
oui atieiilKin is focused on (he instances 
lot some ot the recent initiatives in pro¬ 
moting some unconventional privatisation 
option*, that involve the participation ol 
private lorporate sector and of the general 
puhbc 

The options involving pnvatc corporate 
sei tor in protect construction and manage¬ 
ment are lurrcnily under active consider¬ 
ation III states as ditterem as Andhia 
Pradesh. Cluiarat. Karnataka. Madhya 
Piadesh. and Maharasiilra |GOI 199.51 
Andhia Pi adesh has already issued leiidei s 
to invite private mvc->iois lor participation 
in the PulichiiUala project iintlci the hiiild- 
own-translei system In this ca.se, the 
government will acquire land and gel all 
ilearaiiees for the project whereas the 
concerned private company will complete 
the project following the operational plans 
and construction standards set by the 
govcinment. Although the major thrust ot 
iirigation pri vati.sation in Gujaral is on the 
option of turn-over involving the parti- 
cijiation ot W( tAs, it is also studying the 
possibility oi involving private investors 

- especially in the case of major projects 

- through joint vcniui(». Interestingly, 
litigation privatisation in Karnataka is 
linked with powei privati-satinn parii- 
cuiatly in the construction ol small and 
medium multi-purpose projects Madhya 
Pradesh considers the privatisation option 
mainly in the ca.se ot project'! when* dams 
aic ready but not (he canal networks Since 
the configurations of private set lor 
pailieipalion in this case can involve 
vaiiou.s combinations of government, 
private irrigation companies, and 
contracting firms, both the build-uwn- 
translci system (lor canal networks) and 
lea.sc-own-operatc system (for bulk water 
delivery) arc relevant The inccntivc.s 
oltercd tor pnvatc investors include an 
annuity payment by the government, 
exclusive righison secondary benefits from 
activities like recreation, tourism, and 
lishery, and a mutually agreed set of penal 
provisions to protect all patties including 
farmers 


'The Maharashtra attempt is by far the 
most notable among the privatisation 
initiatives observed across the states partly 
due to its magnitude and partly due to tte 
attractiveness of concessions offered to 
potential private investors. '°It has invited 
private bids for 52 irngation projects worth 
Rs IS billion. These projects with invest¬ 
ments ranging Irom Rs 10 million to 
Rs 3.54 billion are planned lor allotment 
to private investors either on a build-own- 
scll basis or on a huild-owii-tiansfcr basis 
ISaicth 1996a) Besides the promi.se of an 
attractive return on their investments, 
pnvatc investors arc also allowed to have 
the right both to promote fishery and 
tourism as well as to use 6 per cent of 
reset voir storage lor promoting horticulture 
and lloncullure. Pnvatc investors arc also 
lice from the ha.ssles ol land acquisition, 
environmental cliraruncc, and resettlement 
and rehabilitation of displaced com¬ 
munities as the government will take care 
ol these issues before handing over the 
projects to pnv.itc invesiois " While the 
observed level of private involvenicnl in 
project constiuction and management till 
date IS ralhei disproponiniiate to both the 
cxpci (ation and promotional cilorts in the 
ca.se of all slates, there is. however a long 
tradition of involving pnvatc consultancy 
and contiaetine turns in activities like 
investigutioii and exploration, planning, 
construction and renovation ol storage 
and canal structures, and system main- 
tenante As a matter ot tact, local con¬ 
tractors play un important lole in most ol 
the extension, renovation, and modcmis- 
ation schemes 

liven though the option ol involving the 
potticipaiionof general public in irrigation 
finance is of recent origin, it is relatively 
more succcsslul among the pnvatisation 
options as we go by the cxjxrncnccs ot 
some .slates. This option, utilised first by 
Gujarat lor financing its Sardar Sarover 
project, IS now rolled upon al.sa by .states 
like Andhra Pradesh, Karnataka, and 
Maharashtra. 'I'hc general modus opcrandi 
oi this option mvolve.s the forming of an 
irrigation development corporation by the 
concerned states, tapping the capital market 
hy issuing government guaranteed high 
return water bonds, and utilising the funds 
obtained thus for developing specific 
irrigation or multi-purpose projects. The 
success of this approach can be illustrated 
best by the recent experience of both 
Karnataka and Maharashtra. 

Karnataka formed the Kn.shna Bhagya 
Jai Nigam (KBJNL) under the Companies 
Act in 1994 with a specific purpose for 
mobilising public funds for the 
development of Upper Krishna Project. 
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Thanks lo the high return (abmit 17 5 per 
cent) and government guarantee, the 
water bonds issued by the KBJNLduring 
1995-99 have fetched an unexpected 
sum of Rs 23 billion Almost similar 
is the case with the Maharashlia Kiishna 
Valley Development Coiporation 
(MKVDC') floated by Maharashtra in 1996. 
The water bonds of MKVDC also promise 
17.5 percent interest payable half-yearly 
with a matunty period of six ycais toi the 
first SU pel cent of the value and .seven 
years for the remaining 50 percent of the 
value Besides, these bonds also allow an 
up-front discount ot 2 5 per cent ol iheir 
face value. As a lesiilt. the fust puhln. 
issue of MKVDC undertaken in July 1996 
fetched an amount ot Rs 4 2K billion that 
IS, in fact, about 2 9 nines the onginally 
planned amount ot Ks 1.5 billion. En¬ 
couraged by the ovci whelming response, 
the Mahal ashtra government expects to 
mobilise about Rs 36 billion by the end 
of 2001 Although the KBJNL and 
MKVDC atiompts aic similar in many 
•espeUs, one distinct Icatiiic of the 
MKVIX' IS Its I chance on pi i vatc rniancial 
consulting turns and public banking 
instituiions both in the planning and 
managciiiciit of the resource inohihsution 
eftorts 

Despite the cnoinious success ol the 
option involving the niobihsal ion ol puhiu 
funds by tapping the capital maikct. thcic 
arc SCIlousconcerns as to its susiainubihly 
cspi‘cially given the huge servicing liuhihty 
Even with a vciy optimistic expectation 
ot the financial returns lioni the invcstiiicnt 
ot iIh.' mobilised icsourccs in water projects. 
It Is ratlicr doubtful whethei the stales 
lelymg on this option will be in a position 
to nnet its servicing liabilities without 
taking mcoursc to divcision of general 
budgetary rc.sources Given an already 
stretched state budget in most eases, the 
water bond option is very likely to .sttain 
the fiscal situation in the iicai future There 
IS also another dangci ,ls the state govei n- 
ments may be tempted to divert the rc 
sources mobilised lor tltc speeitie puiposc 
ot watei development to meet its cash 
vrunch Such a dive sion has actually 
happened m the case ol Maharaslitra 
Amiihit these shoit-tciin misuse and long- 
tenn problems, one can also discern a 
positive aspect insofar as the servicing 
obligations can enforce discipline in watei 
pricing and cost recovery. As a matter of 
fact, such a positive effect has been obser¬ 
ved in Karnataka where the water rsucs 
have been levcsed upwaids to reflect fully 
the ,supply cost especially in the case of 
Upper Krishna pniject managed by the 
KBJNL. 


IVivatisaUon Strategy 

Considering the ongoing policy changes 
both at the national and state levels, it is 
clear that the issue before us is nut whethei 
to involve privatescctorin irrigation sectoi 
but lather how to conceive, operationalise 
and implement the policy of imgaiton 
privatisation As to the conceptual basis 
of iiiigalionpnvatisalion.thispapci argues 
th.i> IIligation privalisalion will involve 
nuiliiplc actors with unequal financial, 
technical, and managerial capabilities 
.Since the pi i vale groups ate mutually non 
exclusive and eomplcmenlaiy m natuie, 
the most desirablccontigurationofpnvatc 
sectoi participation invoivcs their 
simuliancMuspaflicipaiinninvunoiistaeets 
ol iirigation development and manage¬ 
ment Although inigaliun privatisation w ill 
reduce the dircel involvcntcnl ol govem- 
iiient in irrigation financing and day-to- 
day management, it will enhance its 
laeili(ative.tndiegulatoryiesponsihihties 
Thus, the lole ol govemmciU w'lll not only 
incicase hut also become much inoic 
challenging only with piivatisalion than 
otherwise 

While ilw ma|or thiust of the policy 
should he on the promotion ui all fotms 
ol privatisaiioii wherever anti whenever 
they uie icasihle, the regional and pnijeet- 
specific variations in the .scope foi piivate 
participation on the one hand and the 
option-.specilie variations in the legal and 
iiistiiuiioiulicquiremenlsontheothei hand 
suggest two siialcgieally significant policy 
dps First, since the potential tor vaiioiis 
ptiv.iiisatu>n options differs eorisideiahly 
airo.ss legions, projects, and piojcel 
ctinipoiu'iils. It IS desirable to develop a 
piioritisalion scheme wheie tegioiis, 
pio|C( Is. and prujcci components are 
iiieiuKliicully piiontiscd with rc-spect to 
each piivdtisaliun option And. second, to 
impicineiit the piivatisation policy within 
thecontdui ol suchapnontisaiionselieine, 
the policy-makers, depending upon 
praciic ai considerations or area and pmjet t- 
speciiic icc|uircments, can folh'w cilhei 
(0 a ‘side by-side appmach' where all 
opiioiis are encouraged eoiicuirently to 
realise iiiiniediatc privatisation bcnetiis 
within existing instilutumal framework, 
or (II) a ‘.sequential strategy' wlictc poli¬ 
tically and administratively less sensitive 
•sofi' options are pnimoied initially to buy 
limeforeieating the incentive environment 
and institutional Iratnework needed for 
pursuing the ‘hard’ options .subsequently 

As to the straiegic sequencing of various 
components of the policy of inigalion 
privatisaliun, privatisation initiatives 


involving WUAs. NGOs, pnvate CC 
sullaney and contracting companies, a 
the geneiat public cun he promoted as 
interim strategy us the.se forms of privat 
allot) aic politically less sensitive a 
heiiec. more neutral insofai as the existi: 
institutional stiueiure is coneemed. Wh 
this interim strategy gets coniaihdaled 
let ms of Its coverage and effectivenci 
and the a'quircd legal and instiiutior 
leloims arc undertaken grailiially will' 
a well planned lime tiame of. say, 5 to 
yeais. an iiisiitiitioiially more matii 
inigaiion sectoi will emeigc paving t 
way foi the next levef of strategy 
promoting the moie difficult optio 
involving piivate eonstiuction a 
iriigulion management companies Su 
a sequenc ing ol ptivati-sation options I 
a greater ehanc e ol success as it can sofi 
political opposition, gcnciate 
endi'gcnous pie.ssures lor insututiqi 
retoims. and piov ide enough lead time 
the policy makcis to rcstiueturc wa 
instiiuiions as well as lot the farmers 
adjust to a privatised mode of trngali 
development and inanagcMneni 


Notes 


1 The ic'ioiin tack mcliiilec chiinying iIk^ legn 
piuMcinn to enabU piiv.iie use. if nu 
ownerclnp. riglus in w,iiei .ic well as in l<ur 
, 111(1 ton'd in aiuj aiuiiiitl llie pniiect siie/| 
inciiiulin)! locallv mniiutiiil vcatci quo^j 
sysieins lo (.iciliiatc cfficK'ni water alhK'atiiM 
aiiocc canal neiw oikc .mil l.iriners iconeiitins 
and retiMiling im^Mtion adininiclralion t^' 
iiiipiuvc Us icfiiilaioiv perfoiiiianec an.jl 
faiiliiaiive luiic lions, and dcliiiiiii: inicA' 
ajteiicy lel.ilionsliip lo iiiininuse i onnicts anaj 
iiiaviniise m <iidiii>ilii<ii .iiiioiip Ihc inajiig. 
pl.i\cis For a del.iited diseussiOD on th 
tclonii acfieclc, cc-e Salcih I luqsal 

2 VVhile Ihe idea ol coi|hiratisalion - und 

which imgaiioii is lo he managed through 
financiallY aulonoiiiuus and luncnonan|j 
independent corporoiiontsi • is an imjHinui 
p.>n ol inipation reloiiii | Small .ind t'amtlwrii, 
Itnii Woild Rank twi .md IWX) it is nu»: 
Loss'red here as pun of irngaiion piivimsatiuiqi 
This IS K'laiise Ihe coiporalisalion upliui^' 
ihiiupli mil inconsisiciit wiih iiiigatioQ 
inivulisalioii as il can .illow the participatiou 
ol all pnvale grotijis except pns.itc imgalion 
conijianies. is only an atieiiijii to rvfonn iho 
seelor by culling us budget dependence bus 
dill rclaimtig ilic date conlnil fj 

3 Tlie leasons loi tunilional spccialixalio^, 

aiiHiiig pnvate groujis iiuliide the need t^ 
avoid stall n.'dund,uisy and llic potential 
realising cniiipclition induced cost-savinu 
from ihe use of spec lalised sci vie es This does 
ncit, however, picclude lechnical and tinaneia,^ 
lie ups liciweeii these gioups with 
coni|>arati\cadvanl3geinpeifonningdiirerend, 
hul related casks n 

4 This suggests sdiiie iiitiicJlc lunctionai| 
linkages between imgaiton piisalisaliun antj, 
power pnvalisalion ihai onginaie liom th^, 
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mutual need of thr imgaiinn and power 
companies While the power c»inpanie!> 
construkling dain<> t>ii iKiwei generation have 
to find ways ot cuinoiiiically using the watci 
flowing out of tlie power generators, the 
imgaiion uimpanics lonstructing ihims lor 
intgation purpose ha\c also to find ways to 
economically use dam water 

5 But. this IS imprasiical as neiihi-i arc 
goverameni departments likuly to play a 
NUbsidiar) role to pnvale tompanies nur do 
pnvaic rumpanics like to leave as|Hxi ot water 
rate assessment to oilici agencies - whether 
government or otherwise 
'6 The Madhya Pradcsh government, in Us I99S 
proposal lor leasing out loiiipletud itngalion 
pniiecis. has (.onsidend a 10 year lease dura¬ 
tion alter which the piojeu will comi' baek 
undei the iiianagcinent oi the Ii i igalion Uepoti- 
I nieni A ID-ycar duration r. still unicalisiic 
because it is tiMi shoil f»V piivate investors 
tofetover their lull invi stinent especially gi\ eii 
the iact that lanal konsiruclion works ot tlicse 
protects are also to he undertaken by them 

I 7 The actual foiinat in which the lease occurs 

IS related to huih the si/e and state ot licalth 
of the teased oulpiojc. t While laigepniiei is 
enhance the sca|X‘ lot leasing tlieiii out In 
moie than one leasing agency, old pmiccis 
' wilK a low u|h‘raling efficiemy dictate not 
< onl> a lungci duration lease hut also a lowei 
level and mote flexible iiKidcot lease payment 

8 Notice that although the piopi'Oional shaie 
IS fixed, the actual waicrshaie i an vary depen 
ding upon raintallandolherclinialic > onditioiis 
that affcc-i watei storage in ilie dam 

9 Moieovcr. when then' is no upper limit lor 
ihe suhsuiption inwards water IniiiiIs, iheic 
IS a real danger ol oiigation waiet licing 
garnered hy larger tamius While this piobicm 
can he counicicd hv icstneting subsciiption 
to actual watei needs, the pnihlcin ol siiiullcr 
farmers' inalnlily to siihsciihc to watci bonds 
cannot be solved short of some tomi of subsidy 

10 The uigcncy with which Maharashtra. 
Karnataka, and Andhia Pradesh ciicil piivalc 
participation in watei development piii|ccts 
lias a strategic motive leflecting ihcir intent 
to establish as much claim as possible on 
Krishna walei because the picsenl Krishn.< 
awani is going lo expire next year and will 
be due for renegntiuliiin thircaltci 

II In Ihe particular case of Maharashtra, dc tpile 
the incentives the eflotis have not yielded any 
Ksull other than Ihe request tor more details 
from a lew piisate companies .Sonic of the 
enquines are related to the possibility ol 
retaining a highei shaic of reservoir storage 
for their pnvale use 

12 Tile high credit rating of these bonds has, m 
faiu. led to ovcrsubsciiption aiid KBJNI. has 
now revised down the return to only 14 2S 
percent in its July 19*18 issue (Ciulaii. Mam^n 
Dick and Ra|U I99*tch S| 
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Groundwater Institations in US and India 

Sustainable and Equitable Resource Use 

N Nagaraj 
W Marshall Frasier 
R K Sampath 

In India, lack of effective .groundwater institutions at the local level has resulted in misallocation, 
deteriorating quality of water and severe overdrafts. To promote sustainable use of groutulviater, India 
could use the Nebraska model which includes foi motion of natural resource districts, specifying user rights, 
permits for extraction, quotas and moratorium on new wells in critical areas. 


1 

Introdnction 

GROUNDWATER has contributed sig¬ 
nificantly to the development ot Indian 
agriculture particularly during the last four 
decades It has been responsible foi attain¬ 
ing food security through green revolu¬ 
tion, commercialisation of tanning and 
promoting i*quity. Its i xploitation in India 
IS largely in the hands ol pn vatc individuals 
and its development has grown expo- 
nenUally over the ycais. The introduction 
ot short duration, high-yielding ciops along 
with intensive applic<itiun ol fertilisers, 
pesticides and mechanisation enabled 
farmers to adopt multiple cropping prac¬ 
tices that incieascd cropping and irriga¬ 
tion intensity substantially. Further, the 
advantages of gioundwater irrigation 
coupled with favouiable government 
policies and market forces induced farm¬ 
ers to intensify well inigation and convert 
va.st dry land areas to water-intensive 
commercial crops. Tlius the demand lor 
gioundwater incrca.scd remarkably. 

The traditional open-wells' ability to 
cope with the increas^ demand for ground - 
water virtiudly crumbled. Hence, with the 
introductionof hetterlechniquesof ground¬ 
water exploration and extraction there 
has been a shift from traditional labour- 
intensive dug-wells to the modem capiul- 
intensive bore-welb. The rate of growth 
of shallow and deep tube wells during 
1980s were 7.2 and S.3 percent as against 
a meagre 1.8 percent lor dug-wells. In 
1950 there were 3.86 million dug-wells 
and 3,P00 deep tube-wells. In a span of 
fourdecades, as many as 10.2 million dug- 
wells, 5.4 million pnvate tube-wells and 
60,000 deep tube-wells were in operation 
in the country. This rapid expansion re¬ 
flects the increasing signs of overdevelop¬ 
ment of well irrigation and large-scale 
extraction of groundwater leading to 
overdraft. Additionally, it has also been 
recogmsed that groundwater quality has 
been degraded due to leaching of ferti I isers 


and chemicals ptvsmg an environmental 
and public health concern to the many 
rural communities who subsist on this 
rcsou'ce Again alter 1990 due to 
liberalisation policies, farmers started 
producing commercial products loi ex¬ 
ports, whi'-h an: highly grouiidwaterbascd. 
Since the pay-offs from the production ol 
high value ciops have been impmssivc. 
then' IS a constant race for further invest¬ 
ments on new wells, deepening tlic exist¬ 
ing wells in Older to extract moa* water 
and produce more for the markets. Thu.s, 
overcrowding ol wells and indiscriminate 
pumping ol groundwater by a large ma¬ 
jority ol well owners in some regions in 
India has led to much fa.slcr rate of depic¬ 
tion of groundwater than the recharge i af* 
resulting in drastic fall in water tables, 
well mtcricrence. failure of dug-wells, dug- 
cum-bore-wells and shallow tube-wells 
and .subsequent loss of investments This 
has created a chaotic situation especially 
in the water scarce hard-nick regions, wtiere 
tlieie IS no assured source of surface ir- 
ngatioii iuid Idiniall is ill-disuibutcd Since 
groundwater toims a vital ba.se for in¬ 
creasing ugricultuial productivity and 
pixKluction tor a large majonty ol rural 
population Its overexploitation poses 
three impoitanl interlinked issues, vi7. 
sustainability, efficiency and equity 

A large number of groundwater iinga- 
tton wells ate concentrated in peninsular 
India (hard-rock area) where the recharge 
potential is extremely low. About two- 
thiids ol the geographical area of India i.. 
cum|K>sed ot haid rcKtk lormation laeking 
pnmary pimssity. 

Currently the groundwater resource for 
irrigation is lacing the threat of over¬ 
exploitation in this region Though the 
government of India hinted at a regulation 
of groundwater through groundwater law 
on several occasions, concerted efforts 
have not been loithcommg for several 
economic and political reasons. In addi¬ 
tion, the markets have failed to concct 
the existing distortions in groundwater 


inigation IIciiic it is imperative to manf 
age the ic.sourLC by devising institutional 
and m.'irket mechanisms to lostcr su.staiiv| 
able and equitable u.sc. Ciracy-Wanttum 
(1969) empha.si.ses that when groundwa-i 
ter use by Iarmeis atlects their neighbour^ 
by pumping cone .iiid M.-asonal dcpletior 
due to u.se ol modem deep well pumps, 
appropriate institutions such as waled 
rights, wsuerdisti icts, water markets, ()ublit| 
agencies and voluntary oiganisationsj 
engaged in building, maintaining am 
opiiating lacilities are ticcessoiy to inon-j 
age It. 

In India as well as in most ni the de 
velopitig vountnes lack ol gmunilwater\ 
institutions has led to inlergenerational,S 
iiiiertcmporai and inteispaiial misalliKa-|; 
tioii and seiious oveidnilt situatum sreat-J 
mg sct'cral externalities, which are tM:iva-| 
sive Thus theie is a ilire nce/l now foi newH 
types ot inlormation on both icsourtc^'lj 
availahiliiy cvitaclton and u.se. and new^ 
institutional approaches to deal with the({ 
current and emerging problems ol ground-' I 
water moie effciliu*!y a. 

Of lute III mo it ol the voiintTic.s the.' 
groumlw.iter depletion and quality im-]' 
paiiinent have become mu)orissues.T1icsc| i 
problems have been addressed by a com-]' 
bmation of market and non-market insti-’ji 
tutional apprixiehcs In this endeavour,^ 
western I IS has been a lorerunnerto iiiitiatek 
a variety ol iiLstitutional approaches to]>' 
tackle groundwater management problems, a 
In this regard it is pertinent lo note ccnain>4 
patailcis of western I i.S wiiti India, btdore 1 
examining the.se management approaches j 
for their feasibility. n 

Groundwater development thmughoutj 
much of we.stcm I'.S occuitcd severaip 
decades before the main burst ot develop-d, 
nieiit activity in India Many of the Mx.ial,s 
physical and institutional issues begin-1 
nmg to emerge in India have been major > 
topics of debate in western US over thcH 
past lew decades [Mocmch 19911.' Ground-1 
water depletion is evident in most ofi| 
western US followed by water quality J 
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tnpairnicni due to widespread use of 
hctnicalsaMn the ease ol India In western 
.IS there is a rural utlian competition for 
ISC ot t;rouiidw aici. av ui ban demands are 
ising cnoma lusly In India theie isu sinii lar 
‘ompctilioii between agneultun* and ninil 
Innking water supply schemes Cuiiently 
hisprolileni IS being eliceiively addressed 
n some aieas thiougli appiotmate iiisti 
utional polity instruments like conela- 
ive rights to icasonalde water use diie- 
nne ol pilot uppiopiiaiion ami issue ot 
lermits toi estr.iv.ti(in ol guiundwatei 
^uithei various appioatlies suili as legal 
itructures. total user gioups and negotia- 
ion between inleiest groups exist m 
:*esterii US These appioathes have 
athicved some degret ol suttess in con¬ 
taining the piobleinsol ovei -miiiiiig I hus 
this studv toeuses on an examination ol 
I the lelevaiiee and socio-etonomit and 
political leasibility ol management ap¬ 
proaches ol wesleiti I S to the field situ- 
alum 111 rlie peninsul.it Indian toiilesl 
. The tiisl pail of this study lotuses on 
the sustaiiiahilii) and equiiv issues in¬ 
volved in groiiiuiwaK I developiiieiil ot 
ihard-i<Kk aieas along with a distiissum 
on the existing iiistiuilional management 
seenaiio 'this is followed b\ an e\.iipi- 
nation ot vaii»us gri'undwtiler ni.iiiage- 
metit appio.it hes in weslei n (I.S I he t mat 
I section detds with the polity lesions 
learned toi die Indian stinulion from 
I western I'S expeiitute in managing 
I gmundw.iti i 

II 

I Sustainubility Issues 

, When there is mining ol groundwater 
beyond the natural laies ot mcupeiation. 
It would lead to uiisustainabihiv ot the 

I 

resourte in the long run rtieie are .several 
measures, which can re11ci.t whether 
groundwaiei development and use aie 
I tending towards susiamubdity or unsulain- 
I ability We disi.us*- tiiese measures m the 
, three ditfeient phases ot groundwaiei de- 
I veinpnieiit scenario dial iKCutred in the 
Karnataka stan‘ which is a typital haid- 
I Fotk belt m peninsul.ii India (Table I) 
The .sprawl ol well iriiguiion began in 
the IV.SOs 111 penmsul.it Iiidi.i Karnataka 
ha.s witnessed ihiee distinct phases in the 
growth ol groundwaiei development. Th; 
first phase of groundw ator extraction was 
dominated by traditional dug-wells with 
a depth ot 15-M) tt and a diameter ol 25 
ft. till the mid-l96(K I'radilional labour 
intensive w.iierlillingdeviceslike ‘pefsiaii 
wheel' and oihcr lubuiu-inten.*.ive devices 
wcie u.sed pno* lo mid-l‘)()Os These 
dcvicc.s tunned around 62 {vt eeiii ol all 
imguliuii devices in I'KiOs Ihete was 


conjunctive use of groundwater with tank 
water during this period implying hydm- 
logical nexus between well imgation and 
lank imgation I'hc cropping pattern was 
in coii.sonaiu'e with well productivity 
Though there was some sca.sunal and 
seeulai oveidrall due to low rainlall. the 
depletion problem was not ptt>nounecd. 
1 he ilepth ol available water over time in 
wells was subjected to minimum fluctua¬ 
tions as the demand .ind supply was 
mati hing and dug-w'ells were iunctiomng 
tor a longer span Moreover, the di.stance 
bet wivii wells was he> ond tiie hydrological 
thicshold limitsofMKilt Another striking 
Icatuie with regard to distribution paltein 
ot the wells was that most ol the wells weie 
located neai walei bodie.s, which would 
recharge the wells 'I'he water quality was 
also mil a piohlein as farmers u.sed less 
ofeliemieal tertiliseisandpc'slieides I1ius 
this phase was maikcd by more .stable and 
sustainable use ol groundwater, as there 
w .IS an o\ erall balance between extraction 
and recharge 

The second phase bi'twcen 1^>7II and 
!%() was characterised by the piedcmii- 
nance and goiwth ot the use ol dug-eum- 
bore-wells lii the eaily l'I7{)s tanners 
were drilling nne or nioie hore-wclls inside 
then diig-wells(dug-cuin-bon*-welll The 
bores tiad a depth ranging tnim 45 tol(K) 
leet and ceniulugal pump was the ma|or 
mode ol esitaciion Ibc water yield ol the 
dug-c'uiii-bi lie-wells w'ashighcrcompared 
lo dug-well yield, lienee farmers brought 
mon' area under gioundwatcr imgation. 
Duiing this peruvl there was a gradual 
shill in the ciopptiig patlcrn Irom icHid to 
coniniercial crops, which are hydtophihe. 
demanding more water Since lamicrs were 
using c'Oiilritugal pumps, they started 
pumping more w .Iter to mec't the mercased 
demand, without legard to the recharge 
capabilities ol wells This caused recur- 
nng .shonlall ol water in the wells lui the 
assured emp production rurthet. to aug¬ 
ment more watei yield in the dug-woHs. 
they ventured on multiple borc-wclls 
witnin the dug-wells involving additional 


investments and increased extraction cost 
as farmers were paying pro-rata electricity 
charges. Thus, as compared to dug-wells, 
tlic dug-cum-boa*-wells served tor a shorter 
penexj. the depth to water table incrca.sed 
over time, extraction rales were more than 
recharge rates causing diaw-down ot water 
in the wells These changes leaned to- 
wiuds un.su.stainable development of the 
resouice. With a marked shtfl in the crop¬ 
ping pattern fiom food crops to commer¬ 
cial water-intensive crops, the demand for 
groundwater escalated sharply. The dug- 
c um-bore -wells’ capacily tomcTi increased 
dcm.ind lor gioundwutei leduccd This 
forced latmers lo venture luilher in ex- 
ploting groundwaiei tiuough cleepci tiac- 
itiies of the aquilcr by means ot deeper 
surlace bore wells .Siiiee the nationali¬ 
sation ol commercial hanks in 
.igi leullurai sceior has been considered as 
a priori! V si'ctoi and hence tecei ved liberal 
credit incentives tor well dulling and lor 
iiops which are groundwater depemlem ' 
As a result the insliiuiional eiedil toi well 
iirigatii'ii ineieased manyfold in the slate 
Hius access tn iiisiitiilional iinaiice has 
laigely been lesponsible loi a lapid spiiit 
III the w'clis all ovci the slate With the 
gain ol well iirig,itioti. the dependence on 
t.mk imgation has consideiablv ledueed 
In addition irrigation tanks have also 
become unielialile soiuces of wmu-i sup 
pi) dueio siluiiion and piHii manageriienl 
causing turther pressure on giouiidwater 
developmeiil 

Hills the third phase began troin the 
early l‘)H()s with surlace boie-wells with 
a diametei ol 6 inches and a depth ot tiM)- 
450 It ('ompared to dug-wells and dug- 
cum-bore-wells, the surface hoie-wells 
yielded more watci and the extiaction 
iriechaiiisin .ihiited towards subn'eisihlc 
pump sets ol high capacity up to 10 HP. 
Thus, with (he intioduetion of modem 
extraction mechanisms, the groundwater 
extraction scenario has altered diasttcally. 
Puiiher, during this punoU govemment 
completely subsidised electricity to the 
agnculluial pump sets, a.s a re.sult the 
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maisinalextraction cost became zero. This 
acted as a strong incentive to go for more 
wells and draw a greater volume of water 
for meeting the increased demand of 
commercial agriculture. The bore-wells 
constructed after 1980s virtually spread 
all over without consideration to isolation 
distance and water bodie.s. This is also one 
of the reasons fur well interference and 
high (tegree of well failures. The .share of 
less water-intensive food crops dropped 
drastically. High value water-intensive 
crops like vegetables, I lowers, fruit ci ops, 
cereals, sugarcane have gained 
After the emergence of surface bore- 
wells. the dug-wells and dug-cum-boiu- 
welis became virtually infructuous. The 
scale of investments on deep bom-wells 
increased maniluld. Tlic repairs and main¬ 
tenance cost of inigaiion pump-.set.s was 
also considerable because ot iiicmased 
depth to water As compared to tlie dug- 
wells the productive life span ot the borc- 
wells has lallen by three limes In ihc 
beginning though the yield ot wells and 
the gross aica itngaied per well were high 
but later on gradually water yield in ihc 
wells declined leading lo incrca.sed invest¬ 
ment on coping mechanisms like the drip 
irrigation system and storage structure's 
indicating cconoinic scamity of gmund- 
waler The rapid changes wiincssed over 
a span ot lour decadi's in groundwater 
inigation sector incluilc increasing depth 
o( ivells, failure ot ail lluce types ol wells, 
namely, dug, dug-cum-borc-wells, berre- 
wclls, disappearance of traditional lifts, 
high density ot wells per unit ama without 
icgard to spacing noim.s, incieascd ini 
gated area under commercial emps, in¬ 
creased investments on well improvenienls 
and coping mechanisms. incrca.sedextrac- 
tion cost, reduced well yields, reduced 
gross area under imgalion and shift to dry 
land agiiculturc in some cases Itius the 
lack ut .sustainability is evident from the 
above indicators in groundwater irrigabon 
Tracing the development paths in well 
irrigation it has been evident that the open- 
wells served for a longer penod ensuring 
sustainability ti II early 19h(h>. The changes 
witnessed Ihcreatter indicate that them has 
been ainstani chasing of groundwater with 
rapid strides in technology oi well drill¬ 
ing, access to credit and free clectncily. 
The failure of dug-wells, shift to high 
water using high value crops and 
favourable policy instruments promoted 
rapid groundwater depletion affecting 
sustainability. In the process, the intensive 
groundwater development for agncidturc 
purposes has severely hampered the sup¬ 
ply to other sections like dome.stic, indus- 
tnal and environment 


Further, some of the macro level indi¬ 
cators also show the unsustainable pattern 
oi groundwater development in the state 
According to the 1987 Census of imga- 
tion wells m the state, more than 90 per 
cent ot the wells have a depth of below 
60 metres Purtlicr, more than 60 per cent 
oi the bore-wells yield below 1,000gallons 
per hour In hatd-rock areas the recupera¬ 
tion time lo legain water level alter pump¬ 
ing IS sonstdcrablc hence the use oi 3 HP 
pump IS recommended. But more than SO 
per cent ol the electneal pump-sets have 
4-5 HP According lo the NaUonal Bank 
foi Agiiculturc and Rural Development 
the minimum yield of groundw. 'ei should 
he 5.000 gallons per hour lor economic 
viability ol the well. Thus 60 per cent of 
the wells aic not economically viable ba.scd 
on the dcrmition ol NABARD. The niim- 
bci ot iingation wells in the state in¬ 
creased Iroin I 35 lakhs in I960 to around 
5.1 lakh in 1984-85 on to around 9 lakh 
by 1991, registcnng a compound growth 
rale of 6 ncr cent. The net area irrigated 
from wells increased from 4 6 lakh hecl- 
aicsin 1970 u-7.2 lakh heciarcs by 1993. 
registenng a compound growth rale of 2 
per cent. In temis ol quantity, between 
1 971 to 1991, groundwater utilisation has 
iniica.sed ihreclold from 2,tX),0(M) hccto 
metre lo (».00.(HX) hereto metre Over Ihc 
years well density has been increasing in 
the stale Duiing 1950-70,s there was one 
well |ici l(X) acres of cultivated area and 
It has increased sharply to five wells per 
1(X) aiies ol cultivated area dunng 1990- 
97 Hie watci table droppt'd horn 25 It 
below the suilace lo I6() ft in ditieicnt 
paitsol k.mnuuka between 1946 to 1986. 
'Hius, ilic pattern ol well irrigation devel¬ 
opment at macro level has a disturbing 
trend shouing clearly the unsusiainubic 
iiuture of development over a penod of 
time 

Accinding lo ihc Brundtiand Commis¬ 
sion report (1987) sustainable develop¬ 
ment IS (Icfmed as “development that meets 
the needs ol the pre.sent without compro¬ 
mising Ihc abiliiv t)f the future generations 
to meci thoir own needs”. Groundwatei 


development that took place in Indiaduriill 
the last few decades does not meet ItUi 
cntcrion ol sustainability ot even theneedi 
ot the pre.seni generation itself. 

Sustainability issues are directly related 
lo the extraction and recharge rates of] 
groundwater When the rate of rechargel 
IS gicaiei than or equal to the rate 
cxtiaction then, sustainability is not an^ 
issue at all since the walci table is not. 
atfected But when tlie rate oi extraction 
exceeds the rate ot recharge ovet a period 
oi time, that would result in lowering 
watc' table with environmental implica¬ 
tions In this situation sustainability is a 
mjtor issue In the coming decades the 
susiainuhility issues in groundwater de¬ 
velopment and Its use are going to assume 
grcatci importance 

Given the current rale ol growth in 
population, income, other sectoral growth 
in the demand fur water, environmental 
and ecological ncinls, will we be able to 
realise (he needed groundwater develop¬ 
ment and u.se without change in (he im¬ 
provement ut technology ot utilisation? 
Aiiswemig this quc.stion involves ItKiking 
into the currenl status ut ovciexttaction 
rale ol groundwatei in relation lo the 
recharge pile and the techno-econoinic 
Icusibililies ol c ompensating tor the over- 
extraction rate by either anilicial ground¬ 
water recharging through harvesting the 
excess nin-ull ot surface w.iier during the 
rainlall season or hv storing ihiough tanks 
that could he used as supplemciitaiv ir¬ 
rigation so as to maintain the level of 
groiiiulwalci cxiiaction lo the tale of 
lec barge There aie .sesci al mti icaie issues 
involved hcie witli sireio econi*mic-insu- 
tutional legal asperets 

The level (>1 extiaciion may be reduced 
by (j) simply leducing the level ol irri- 
gaied aiea gross oi net, (b) changing the 
cropping pattern so that the aiiiuunt of 
inigalion waiter icquiied matches the 
recharge rate, (c) introducing irrgation 
technologies that would increase water 
use efficiency or tcducc the demand lor 
water, (d) introducing ccimoinic instiu- 
meiits such as pi icing ol cicciiic ily. water 


T.\bii. 2 F.MiMAirn Bi-nehts nr Umn(> Drip iUKKisTins .Systi m i.n Hash rn Dry Z<<.vt •» 

Karn.staka, Isiiia 


Crop 

InsesDneni 
Pci a.ic on 
Diip iRsI 

Amount of 
Water Used in 
Drip/Acie 
(I-akh Gallons) 

Water Applied in 
Conveniinnal 
Mcthiiil 
(Lakh gallons) 

Peiccnlnge of 
Water .Saved 

Net Rclums Per 
Rupee of 
Inccstniciii 

Mulberry 

HI.IKK) 

40 

7 1 

41 

23 

Grape;. 


S 1 

82 

38 

3 .S 

Coconut 

I2.IXH) 

36 

xv 

39 

-3 0 

Sapota 

S.iKK) 

30 

S8 

48 

7 7S 


Souk e Based on the case .sivdie.s of diip owners dunng IU86-X7 in Bastrm Diy T^one ol Kainaiaka. 
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or increasing the interest rate for well 
loans, or (c) government interventions in 
the torm of property rights, laws, etc 

Thus the challenges o< growing watci 
scarcity uHild K' addressed through de¬ 
mand and supply interventions. Ihc de¬ 
mand side interventions include diveision 
of crop pattern towards less watet-inten- 
sive crops, impniving lonvcvance and 
imgaiion ciriciciiLy through the use of 
, water con.scn'atii >ii tee hm ilogies and pric¬ 
ing of cIccinLily to reflect the marginal 
extraction io.st. .Similarly the supply side 
I interventions include iccharging ol aqui¬ 
fers through water harvesting technolo¬ 
gies, promoting coniuncti vc use ot ground 
, and suitacc watet along with intcr-hasin 
transiei. 

^ One ot the most impoitant piobtems 
, penaining to walei use is that much water 
I is being \rasied in existing irrigation 
' practices leading to gross imgatum inrt- 
ftcicncics 

In ha'd-iiH'k. aiea most id the giouiid- 
waierimgaior, arc in a dilemma whcihci 
to invest III inoie elfuient watei distribu- 
' turn systems with eicaier applicalion ct- 
, tkicncy or to rem.uri with the i xistiiig 
' I systems ol i oiuendoiial iriigatuui sy ,tein 
because ol unccttainiv in water yields id 
their wells <ind huge inili.d capiiai invi sl- 
tnenl However some ol the l.iiineis ,iie 
managing the scaiu* groiindwatci by 
adopting diip inigauon systcni and thus 
icducing inctti.ieiiey in water use. We 
discuss beliiw some ol the souixes of 
inefficienetei m gioundw ,iiei iingation 
and (Kissible poteniialities to ledme the 
same 

limi II NO ANO 1 IIVSI RVAIIOS 

Waiei use etfieieiuy assumes greater 
importaiii u w Iwn tlu-ie is glow iiig scan ily 
of watci This laeior is inipiirtant m hard- 
' rock aqutlcrs wheic the leturn How tiom 
the use is not adding to the recharge due 
to the peculiar gco-moiphologiial nature 
of the aquifers When water is put to most 
dticicnt use it would lesult in not only 
reduction m wastage ot watci hut also 
yield large savings that er,uld he used tor 
further expansion of aiea under iirigation 
The most important instrument that could 
ensure water use cflii icncy is pricing of 
the resource reflecting us marginal extrac¬ 
tion cost that induces the use ot cdlcienl 
irrigation technolngies. 

In the slate about 9h per > cni of all the 
irrigation pump-sets arc below 10 tlP 
capacity Moreover, tat mei s wete lequired 
to pay clectiicity to pump gioiindwaler at 
a fixed latc ha* cd on pump horsepower 
(HP), but alter I9R2. ex en the Hat talc was 
eliminated tor pump-scts up to ll> IIP 


Thus the marginal extraction cost of 
pumping IS almost lem leading to inef- 
ficient use of cniical resource. Moreover, 
irrigation is through open channels; hence 
there would he substantial amount of 
evaporation and percolation losses lead¬ 
ing to low irrigation efficiency. 

In response to low yield of water in bore- 
wells and the problems of erratic and 
inadequate power supply to the agricul- 
tur<il pump-sets, the iriigators have de¬ 
vised some coping mechanisms. Most large 
farmers have installed automatic starters, 
which eased the drudgery of frequently 
inoniiormg of switching ’on and off op¬ 
erations They have also constructed 
earthen storage structures or small ponds 
i>n clevaleil area to stoic water. When 
power IS available farmers pump water to 
(he overground pond and irrigate by 
gravity later on This piactiee has also 
bam due to the fuel that the discharge from 
.some of the bore-wells is .so low that it 
IS not viable to irrigate continuously unless 
the pum|K.'d watei is stored. But due to this 
opeiatii)M there has been loss ol water by 
cvapoiaiKm, .sa'page and pcicolalion re¬ 
sulting m watci use incHiciency {Nagaraj 
IW4| 

11ie adoption ol cHieient technologies 
like drip and spnnklcr inigation would 
substantially contribute to conservation. 


and can extend the fHoductive Hfeof wells. 
This also avoids further investment on 
new wells due to failures of existing wells. 
Table 2 gives the amount of water that 
could be saved by resorting to drip irri¬ 
gation. 

In the recent years, the demand for drip 
irrigation system is increasing for peren¬ 
nial crops like mulberry, grapei, coconut 
and sapotB due to acute scarcity of ground¬ 
water. In response to scarcity of ground¬ 
water farmers need to choose between 
investment on an additional well or on 
water conservation technologies such as 
the dnp system 

CoiKsidering the huge initial investment 
on an additional well, it will be better to 
invest on cflicient irrigation technologies, 
which promote more efficient use of 
available groundwater De.spite the sub- 
.stantial benefits on account of adoption 
of irrigation efficient technologies there 
has not been a major shift from conven¬ 
tional to efficient technologies because of 
small holdings, huge investment and 
nature of crops grown which require tn- 
tcnsi yc cultivation with frequent distur¬ 
bance of .soil. Thus, to promote use effi¬ 
ciency the lesourcc should be pneed to 
rcHcci extraction cost along with sub¬ 
sidising imgation efficient technologies. 
Highly subsidised cxtractioncosts, di'signud 


TaHIT 'I SAlirM t'bAKlRE!! (X .SmaU AMP 1 AR(,I FARMI RS OWNIN'. iRKIOAnON WUJ.S 
(SaMPII SI7I or 105 RIMH<N|i|Nr>) 


Paiticul.’.fs 


Siiull FjiiiK'rs 
(Less than 5 Acres) 


1 arge Fanners 
(Moic than 5 Acres) 


Avr-r.rge ol holding 

4 K 

165 

ProiMiition III fanners owning dug-wclls 

Perceiiiagc ol l.iinieis rivalling instiiuliunal ftnantc 

.17 

6) 

t«i sinking diig-wells 

xo 

95 

Nuinhci ol yenis served h> Ihc dug-wclls 

1.5-20 

15-20 

Niiinlicr ol welts owned per farm 

I 

7 

Cross ,iie.i uniler dug-well imgation 

5 

5 

Peicvniagc ot area under food crops 

80 

70 

Proportion ot larnu-rs owning wells who drilled m-bores 

11 

76 

Number ol yean scived by in-bores 

Pin|Hinion ol iarmers who dolled bore-wells fioni 

5 

7 

.iniong the dug well owners 

49 

95 

Investmeni a( histomal prices 

50.000 

hl.'JOO 

Ciruss area under horc-well imgation 

45 

11 

Peicciitogi- area under food crops 

40 

27 

Net presinl v<iliie 

2.5.1K)0 

74,000 

IKR 

25 

49 

Payhaek peiiod (years) 

4 

2.7 


Wore Siimplr size of 10^ respondents 
Snuri e N,ig,ira) (194 5b) 


7auu 4 Naturi (If Froterty Riciirs urn Irrhmtion S'rRUcniRfcs in Inwa 


Type ol Well 

Wells (piivaici 
Wells (public) 

Bure wells (pi ivale) 


Bnie-weils (public) 
Soun e Singh C (1995) 


Rights Structurr 
Absolute ownership 

Customary lights of groiips/communtties 
Absolute unliniiied ngbts to extract water 
beneath own land 
Usurnun nghi granted 


State Rights 
No nghls 

Stale has power to regoltic 
No ngitt to own/regulaie 

State has power to regain 
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to (Homoce equity, also discourage use 
efficiency and thereby sustainability. Thus 
there is a basic conflict between measures 
designed to provide incentives for effi- 
cient use and equity (Moench 1991). 

Sustainable and equitable groundwater 
use in haid'tock regions seems unlikely 
given the unregulated and current rate of 
overexploitation of aquifers, input inten¬ 
sive nature ol commercial agriculture, 
population pressure, increasing demand 
on land and water to impiove productivity 
and increasing demands for high value 
agncultural products. 

ni 

Equity Issues 

In a welfare state equitable ilistribution 
of costs and benefits acioss all groups of 
population is a primary coasidcration in 
any developmental pioject Hence there 
are several polieicsand programmes aimed 
at achieving equity in well imgntion de¬ 
velopment Somcot these policies include 
.subsidised power and loans. invc.stment 
on community wells and promotion ol 
walci markets In spite oi these policies 
there IS a large dittciencc between small 
and large tarnis in acce.ss to groundwater 
resource mainly because of huge capital 
investments involved <uid llir presence ot 
skewed distnbulion of land hofdings 
Distortions in groundwater use in borc- 
wcll iingation aic threefold (I) waiei 
acce.ss inequity leading to disparities in 
income distnbulion. (2) ditlereniial im¬ 
pacts ot well failures on farm incomes, and 
(3) di.siortitms due to the use of conset- 
vation measures by large farmers. These 
faetors have constiamed the acce.ss to 
groundwater tor pool iaimers who lon- 
stitutc 67 per cent of the total holdings 
operating 27 percent ot the cultivated area 
in Karnataka Tho.se with better access to 
in.stitutional finance and a larger size of 
holding are able to invu.ston groundwater 
developmciii. deepening the existing wells 
and dnlling additional wells. Though the 
increase in die numbei ot wells over time 
and space may imply wider access tc well 
Iingation, the amount of re.souice needed 
to own a hoi e-well and a pump are beyond 
the reach of small and marginal fanners. 
Thus resulting .skewed distnbutioii of 
ownership of wells benefits creamy scc- 
uons and exacerbating the problems ot 
inequity. 

In one of the studies in peninsular India, 
it has been reported that large farmers 
accounted for about 83 74 and 92 per cent 
of dug-wells, dug-cum-bore-well, and 
bore-wells, respectively. Contrary to this, 
small formers as a group owned around 


17 per con of ail types of groundwater 
structures 17118 dispaiity in ownership is 
attributed to high cost of well technology. 
This clearly reflects the small farmers’ 
limited access to groundwater imgation 
as compared to large farmers ISathya Sai 
et al I997|. 

The probability of getting a successful 
well in hard-rock area of peninsular India 
IS ver> low, rendering groundwater ex¬ 
ploitation not only capital-intensive hut 
alsonsky INagarajondChandrakanth 1995 
a. b| Risk ol capital loss from well failure 
deters ptwr resource base farmers from 
investing Further, with the depletion of 
groundwater table, resource rich farmers 
invested huge capital in deepening and 
drilling additional wells, installed expen¬ 
sive high capacity submersible pumps and 
lilted a si/eabic volume of walet from 
deep boif - wells afieciing the shallow wells 
of small and marginal farmers ITius the 
large larmers appropriated the gams ol 
well Iingation disprupuriionately moit- 
than small tanners did. 

Due to scat city of ground watei a large 
majority ol tite large farmers have been 
investing on most etTicieni irrigation tech¬ 
nologies and distribution sy.stcms like drip 
iriigatioii. using pipes to dclivci the water 
III plots located iur away. Further, some 
ol the laige tarmers have installed expen 
sivc generators (Rs 60,0(X)) to pump the 
water continuously from their wells when 
clecineity is not available lliis has en¬ 
abled them to expand area under well 
niigalion and draw more water These 
technologies are highly eapilai-inlcnsive 
.Small Iaimers cannot invest on such tech¬ 
nologies They also have poor credit 
worthiness Tlius laige fanners are able to 
tackle the problem of scarcity by lesotling 
to coping mechanisms while small iann- 
CIS cannot Tins .shows that large fuimeis 
have .several viable options .'vailable to 
paitiaily abate the potential protit loss 
iioiii seaicily of groundwater This has 
iurtlier acientuated the distortions in 
extraction and use of groundwaici and 
widened the gap between small and large 
fanners 

Some of the sinking features between 
small and laigc farmers owning irrigation 
wellsarcprovidcdinTable3 Small farmer 
landholdings are less than one-third in si/e 
ol those or of large fanners. On average 
a laigfarmer owned two wells as against 
one well in case of a small fanner. In both 
cases dug-well imgation is dominated by 
food crops, winch were not as water in¬ 
tensive as commercial crops. 

The dug-wells proviikd equity tor small 
and large Iaimers, a.s around 40 pci cent 
of the l-umcrs owned dug-wells. A great 


majonty of the small farment owMd-fj 
wells mainly because of institutitmai 
nance on .soft terms for small farmenkj 
sample farmers considered for this n 
have pa.ssed through all the three lypel 
wells The dug-wells besides provkj 
imgation also provided water fbrdoni 
tic use including lor fish These hetMj 
have been denied to the present general 
with the iailurc ot dug-wcils compleU 
Since dug-wcils served lor a longer 
compared to bore-wells, the ini 
generational equity issue here is that tbi 
who possessed dug-wells earlier real 
the tiuits of groundwatci on a susuuml 
basis as then waiei withdrawal wa4 
consonance with the recharge rate, 
evident irom Table 3 bore-well irrigatj 
has been dominated by huge farmers 
to large investments llic gross area uni 
bore-well irrigation was almost tw 
higher than ilial ot small farmers. Snj 
farmers devoted moie area to tiKid cit| 
compared to large farmers With the reS 
that there have been wider ditlerenl 
with rc\specl to annuity, the IRR and 
net pie.<icnt worth ot the investment 
tween small and laigc groups I.argefar.. 
crs. who have been extracting suhstanm 
quanUipi ot water, have largely derii^ 
the gains from eiiltivation ol high vaR 
commercial crops undei bore-well irrip 
tion 1'his has created serious equity pro' 
Icins. Now, on an average af (ereight yea| 
the bore-wells arc going oiil ol. Again t'^ 
well-to-do Iaimers race lo explore t^j 
productive sues for dulling new wells 
such a Situation the piKii will be drivi^ 
out completelv Itom the doniam ol w«tj 
Iingation unless there is tinancial suppc|; 
Irom the government lor deep bore-wrl' 
imgation i 

In ovciexploited areas well drilhin 
installing pumps, conveyance and slorauj 
stiuoiures entail huge investment to 10' 
tunc ol Rs «).0(M)-75,()<X) Further, finai 
cial a.ssistance tor well dulling is n|' 
forthcoming in such ciilical areas, hcnt|j 
the small tarmers are woisl hit Mixst | 
the small and marginal larmers abandune| 
well Iingation and shilled to dry lai‘| 
agriculture due :o drying up oi their wcl^ 
as they cannot invest in deepening ornc'<| 

Tabu X Okocndwaiir IKi I’atihinin }' 
URNRI1 UHi iHL Yi Ak IW-VK 


7y|ii ot Use 

Acre l-'cel 
Used 

Pcaunla|I< 
of Toia;^ 

Iriigatiun 

tiomesiic/Municipul/ 

’ 'sj’i.wiir 

>iiror*s 

9 

Rural 


0 73 |i 

Livcsioik 

1.66.1 

0,32 1} 

Industry and Oulf 

2 ( 1 ? 

0(m1 

•^oial 

S, 17.660 

100 V 
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wclis compared to large farmers. In the 
race for exploitation of groundwater it 
becomes difficult for the resource poor to 
make large and nsky investments. 

The changes wimessed lor the past four 
decades in hard-rock regions of well ir¬ 
rigation indicate that there has been con¬ 
stant chasing of ground water with the rapid 
itride.s in exploration lechnology of well 
dnlling. the failure of dug-wells and shift 
, to high water high \aluc crops In the 
process of well irngation development the 
associated externalities include ground- 
^ water depletion and .scjFcity, water quality 
impairment due to intensive chemical load 
on land The cconomit. costs attributed to 
,(he resource depletion and degradation 
I will have tcmblc problems fur the hiture 
i geneiation in terms of recharging and pu- 
j tiftcaiion of aquifers All thc.se dcvclop- 
. ments jcopiuidi.sed small farmers dispro- 
' portiunatcly both intcrspatially and inier- 
temporally 

After discussing the issues of sustain¬ 
ability. efficiency and equity we now 
' I highlight the pruvailiiig institutional ar- 
' rangement that have largely been respun- 
, sible for the current distortions in the use 
' ^ of groundvi atcr resouivc 

IV 

Existing Structure.s 

In peninsular India there are laige num- 
’ ber of small ppropnators concentrating 
' on a given uquitcr, wlicrcin each appro- 
I priator’s concern is tiw narrow to give a 
* senous thought to how one's pumping 
affects others and the luture use Further- 
I more, the boundaries of the aquifers arc 
' not clearly partitioned in order to allocate 
' the resource among the users Since well- 
owners are not registered with any insti- 
' tution and in.sialla(ion ol water metres is 
not part of the management programme, 

‘ information pcnaitiing to ro.source dyna¬ 
mics such as availability of groundwater, 
extraction .ind rcchaigc rate are rarely 
known. Hence, the inadequacy ol infor¬ 
mation IS posing a .serious management 
problem. 

The mam stakeholders inlluencing 
groundwater development and use include 
farmers at tlie micro-level, the department 
of mines and geology and minoi irrigation 
and the cleitncity board, which .supplies 
electricity to the imgation pump-.sets at 
the .state level At the national level, the 
central groundwater board under the 
ministry of water rc.sourcc.s acts as a tech¬ 
nical institution. The National Bank lor 
Agriculture and Rural Development 
(NABARD) IS the single largest central 
government organisation supporting 
groundwater development through refi- 


nuictng.l'hese interventions confine tech¬ 
nical expertise in exploration, evaluation, 
momtonng and maintenance of data per¬ 
taining to groundwater. 

The central groundwater board, an 
organisation of the government of India, 
monitors groundwater levels and recharge 
rates based on observation of a sample of 
wells in every state It is only a technical 
body without any powers to impose the 
rules and regulations since groundwater 
IS a state subject. In every state the de¬ 
partment of mines and geology is in charge 
of monitoring groundwater levels, docu¬ 
menting of data and preparing hydro¬ 
graphs. Further, il also determines the 
stage of groundwater development based 
on the ratio of extraction to recharge in 
each block. If the extraction rate exceeds 
85 per cent of the recoverable recharge, 
the block IS designated as 'dark' a critical 
area ol ovcrcxploitaiion wherein then* is 
no potential tor further development. In 
such blacks the lastitutional financing tor 
well dnlling is not permitted Similarly a 
'groy' block is one whcie the groundwater 
extraction to recharge rate is between 65 
and 85 per cent In such blocks, institu- 
Monal financing for wetf drifting is per¬ 
mitted selectively subject to submission 
ot feasibility report .A ‘white’ block is one 
where the groundwater extraction to re¬ 
charge IS below 65 per cent and there is 
no restriction for institutional finance foi 
well dnlling in such blocks. 

In India, groundwater development is 
under the pnvate ownership regime. The 
legal status in terms of de jure rights is 
nut transparent Groundwater is attached 
tike a chattel to the land, without any limits 
on extraction Thus only the landowner 
can own the groundwater right implying 
that the landlc.ss doc.s not have any stake 
m the resource. This clearly reflects the 
inequity as far as groundwater access is 
concerned. Tabic 4 summarises the exist¬ 
ing property rights structure relating to 
imgation wells in India. 

I'hc ministry ot water resources for the 
government of India mooted the Ground¬ 
water (Control and Regulation) Bill in 
1970 and revalidated it in 1992 to regulate 
and con'rol the development of ground¬ 
water. This was circulated to all the states 
with an advice to enact it with necessary 
mixlifications since water is a state issue 
[Singh I99S]. 

The bill enables the state governments 
to establish a groundwnter authority and 
to appoint its chairman and members. The 
groundwater authority can notify specific 
arcasot overdraft to regulateoverextraction 
in the interest of the public. The draft bill 
has been presented in the legislature of 


several statesfexcept in the stales irfGujarM 
and Maharashtra) but has never been 
approved because of obvious reasons. The 
model bill was under .severe criticism, as 
there is no representation horn user groups 
in the management structure. The only 
regulatory mechanism for die state to check 
overexploitation is the restriction of fin¬ 
ance through NABARD for well develop¬ 
ment in overexploited areas and oiforcing 
spacing norms between wells, besides 
limiting electricity connections. In case of 
privately financ^ wells there is abso¬ 
lutely no mechanism to control over¬ 
exploitation. 

At present there are no institutional 
inlcrvenlions pertaining to issue of per¬ 
mits, number of wells to be dniled and the 
volumcof waterextracted in general. How¬ 
ever, there IS a need to produce a feasi¬ 
bility certificate and maintenance of inter- 
well spacing when farmers borrow funds 
lor well dnlling from the institutional 
sources (for bore-wells 250 metres (800 ft) 
and for open wells 180 metres (600 ft) 
according to NABARD). 

So tar we have analysed the current 
cntical and emerging issues relating to 
the development and the use of ground¬ 
water irngation in the Indian context. 
In the tollowing section wc discuss 
some of the innovative management ap- 
proaclKS, which arc being tried in western 
US, to tackle similar kind of issues 
that have achieved a modest degree of 
success. 

Groundwater MaiMgcmcnt in 
Nebraska, US 

The following part of the study is based 
on several reports and records, personal 
discussion and interviews with the man¬ 
ager and faculty ot Upper Republican 
Natural Resource District (URNRD) in 
Nebraska and reconnaissance survey with 
the farmers in the URNRD in Imperial, 
Nebra.ska. 

Accordingto water code, all wMer within 
the state is the property of the state, but 
the right to use may be acquired by ap¬ 
propriation in the manner provid^ by 


Tabu 6 Waitk AuacAnoN and Actual Usr 
Pattfrn in URNRD . 

(Ac mchet/yeur) 


County 

Average Actual Use 

1988-92 

1993-97 

Allocated 

I4.S 

14 S 

Dundy 

12.6(13) 

122(16) 

Perkins 

lOJ (29) 

9(38) 

Chase 

I2.S (14) 

104(28) 


Note- The figures in the paicmtieses indicate per¬ 
centage diffidence from the alkMIed quota. 
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law. States and local govenunents have 
traditionally managed groundwater in 
western US. In some states the manage¬ 
ment systems have been established by 
state governments and legulaied at the 
state level. In some other states the manage¬ 
ment has been delegated to local institu¬ 
tions such as a water management ornatural 
resource district [Smith 1993]. As a result 
of this local orientation, groundwater 
management systems have been devel¬ 
oped in a unique and different way to 
address an array of issues. Compared to 
other western states of US, Nebraska is 
heavily dependent on groundwater. About 
90 per cent of the total water withdrawn 
annually is being used for irrigation. 
Overdrafting has been a senous problem 
in many parts of Nebraska besides quality 
degradation. In some parts of the state 
water levels decline of up to SO ft has been 
reported [Smith 19931. 

Historically, in many regions of Ne¬ 
braska groundwater pumping have been 
taster than ihe rate of recharge leading to 
overdraft. This ha.s consequences such as 
increased well depth, dnllingof more wells, 
increa.sed extraction cost and reduced flow 
into the streams Recognising that contin¬ 
ued depletion of groundwater threatens 
prosperity and quality ot liic the Ne¬ 
braska state legislatuie created a frame¬ 
work to manage the groundwater resource 
in 1972. This legal traincwork to establish 
natural resource districts (NRDs^ which 
ate unique to Nebraska and local leader¬ 
ship responsibilities with a functional 
mechanism for protecting groundwater 
from overexploitation and pollution. In 
general they do have broad responsibili¬ 
ties to conserve, protect, develop and 
manage the natural resources for the 
welfare of the state. In this endeavour the 
NRDs deal with a variety of natural re¬ 
sources challenges with local control and 
local solutions. 

The URNRD is one of the 24 districts 
m Nebraska where the groundwater deple¬ 
tion problem was senous. The district is 
solely dependent on, groundwater for 
agriculture and other activities. All uses 
other than imgation represented only I 
per cent of the total groundwater uses in 
the district us evident from Table 5. In the 
district, around S. 17,000 acre-feet of 
groundwater were abstracted from the 
aquiten and used m 1998. Nearly 99 per 
cent of this annual total water withdrawn 
were used for irrigation (Table S). 

The groundwaleriirigation development 
in the study region has witnessed three 
distinct patterns of growth. From 1940.s to 
1960s well irrigation was accompanied by 
flood and sprinkler method of irrigation. 


In the i970s there was a spurt in the 
number of wells with wide.spread use of 
centre pivots. This spurred unregulated 
withdrawal of groundwater m the district. 
Since l9K0s there has been regulation ot 
well imgation through the local control 
ol NRD. Currently there are 3.200 regis¬ 
tered imgation wells in the district irri¬ 
gating around 4.30.000 acres. 

There arc three distinct slidceholdets or 
actors influencing groundwater manage¬ 
ment decisions in the stale ot Nebraska 
At first level, the state provides a legal and 
policy framework. At the second level, the 
iegislatuichas enacted local control groups 
in order lo effectively manage the ground¬ 
water resources by establishing NRDs. 
Finally at the primary level the users arc 
involved in the management. 

In ordci lo conserve, protect, develop 
and manage Ihe natural resources of the 
state, the legislation established 24 NRDs 
m the state based on the approximate 
hydrulogiLul boundaries of the recognised 
nver basins The state has.given distncts 
a vaiiety ol regulatory tools to deal with 
the problem.s of groundwater depletion, 
contamination and user conflicts. This is 
only the NRD currently regulating quality 
of groundwater while others are actively 
involved lo deal with quantity issues. 

The URNRD in Nebraska slate was 
among the first to initiate a variety of 
controls with local efforts to manage the 
groundwater rc.source in the Ogallala 
region TIicURNRDencompasses Dundy, 
Perkins and Chase counties. It began 
operations since July 1972 Kansas bound 
the URNRD on the west and Colorado on 
the .south 


The board of directors is comprised i 
11 members that govern the URNKD. ^ 
eligible electors of the distnet landownof 
may vote for the election of the bow 
members at general elections. The elM 
tion takes place once in four years. Thi 
distnet IS divided into 10 sub-districts att 
one board member is elected from ead 
sub-distnct and one member for the entir 
district IS elected Thus locally electe 
board of directors governs the district 
and the management composing hill-tim 
professionals runs day-to-day function! 
The board is an autonomous biady respon 
sible for establishing district policiei 
programmes, rules and regulations an 
adopting the necessary budget, m order ti 
tultil the re-sponsibiluies ol the district a4 
authon.scd and required by law. Propeit 
tax IS the chief .source ot revenue to |i 
board A majority of the voting membe 
ol the board constitute a quorum, and tlv 
concurrence of a majonty of the director^ 
piie.sent at any regular or special meetiit' 
at which such quorum is present consU 
lutes the ot ficial action ot the entire boatd. 

Interestingly the entire board ol dtrec 
tors IS cupvntly Irom the farming scctorJ 
The rules and regulations are approved^ 
and enforced by imgatnrs. with the sup-; 
port of the majority ol local users The 
board has a hvum to ieprc.scnt usei gnev-l 
anccs and suggestions In case of conflictsi 
the aggrieved person can challenge the' 
hoard decision and he can appeal for' 
reviewing the decision within 30 days If 
he IS not salisited with the dccrsion he can 
approach the court tor lediessal. Fuilher,|l 


Tmhi 7 Discerniii f Impacis of Cirwinowa n r Rk.i<i aik>ns iv UKNRI) 


Year 

Water Extracted 

Area 

Average Use 

Yield Per Acre 

Water Used)] 


and Applied 

Irrigated 

Per Acre 

(Bushels) 

Per Bushel i| 


(aeft) 

(In Acres) 



of Com : 

Aanual average 






197V KO 

.'!,20.000 

4.19.920 

14 86 

- 

j 

1988-92 

4.36,000 

4.42.000 

It 8 

151 

0 08 

I99t 97 

3,98.000 

4.55,000 

10 5 

200 

0.05 ' 

Peiccntagc change from 





1980-92 

-160 

+5 2 

-20 0 


i 

1992-97 

-90 

+3 0 

-III) 


i 

Overall change 

-23 0 

+8 3 

-29 0 



Tabif 8, Timforal and Spatial Dlcuni. in Groiindvkaivr Livtl in Omirvaiion Whw inthf 



Stuuy Arsa 


(fl) 






County 

1975 

1985 

1997 

nifferenee_ 


197.5 8.5 

1985-97 

Dumly 

86 

102 

116 

-16 

-14 

Perkins 

165 

172 

176 

-7 

-4 

Chase 

75 

90 

95 

-IS 

-5 


Soune URNRO Informatioa Packet, Pchruary 9, 1999 
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the records ot the board are open to the 
public. Thus there is an element of trans¬ 
parency in the administration The system 
is based on denuicratic princi pies and theic 
IS some degree of kKui cnntiol ovci the 
management .sy.stem. This joint manage¬ 
ment approach enables various stakehold¬ 
ers to participate in the planning and 
decision-making pnx:ess in a dcm<x:ratic 
way and therefore would h'gitimate the 
actions of the boaid The URNRD long¬ 
term goal IS to manage aquilers in the 
district by balancing gioundwater with¬ 
drawals with recharge and protecting 
natural water quality 

It IS quite interesting to analyse how 
local instituiioiialairungcmeni collectively 
address the problem of overdralt and 
manage the common property resource It 
IS also equally mtercsiing to identify the 
pnme lactors that explain their success in 
conccimg the distortions in gioundwaler 
development and use fhe other emerging 
issues that are woith investigating me lude. 
How cost eftoctive is n’gnlaiioii compared 
to education'' huithci what aic the dis 
cernihle impacts ol regulation on 
suslainahiliiy.clticieney and equity*'What 
arc the responses ol inigatois to the rules 
and regulaiiiins'' 

VI 

Institutional Framework 

Piioi to P)7S. Nebiaska gioundwater 
law was governed by tcasonable u.sc 
doctrine Accoidmg to this rule landown¬ 
ers ara entitled to appropriate as nuuh 
water as can be pul to reasonable and 
beneficial use on iheii o\ erlying land Tlie 
Nebraska Siipivmc Couil also stated that 
in the event ot inadei|uatc grouiidwalet 
supply, each user is entitled to a reason¬ 
able pioponion ol the whole gioundwaler 
supply riius Nehrask,! follows 'Nebraska 
rule ot reasonable use' It is a blend ol 
American and C'alitoinia rule of correla¬ 
tive rights By 1975. this common law 
framework was alighily amended by leg¬ 
islation Further, the stale has pnonlist'd 
the uses ol gioundwaler consideiing 
domestic as the highest prctercnce fol¬ 
lowed b> agriculture, manulaclunng and 
industnes Thu.s. the i oncepts ot rca.son- 
able and bencficiul use formed legal 
boundaries on watci lights lor u.scts 

Tlie advent ot high i apaciiy pumps and 
centre pivot irrigation system ca'alcd ii- 
rigation hraim during 1970s. This imga- 
tion txx^m Ignited further spurt in the de¬ 
velopment ol well irrigation creating an 
imbalance between di sc harge and recharge 
leading to fall in water levels in the aqui¬ 
fers Thus there was heavy demand tor 
groundwater development and use in the 


district [Kurt Stephenson 1996]. This 
prolific development threatened the irri¬ 
gators, as they did not have a secured 
claim to the water lying beneath their land 
resulting in conflicts over the sharing of 
thercsource Furtherthciawdidnmspecily 
the user nghts ol the re.source with respect 
to othei u.sers During the early i970s the 
fall in water table was apparent across the 
district Because of concern for declining 
groundwater levels the URNRD funded 
groundwater model .study to explain and 
ptcdicl futuro changes in groundwatci 
levels to the US Geological Survey. The 
results of the model revealed that irriga¬ 
tion development was the chief cause lor 
declining water table The model also 
pioiecied that limiting access and cutting 
groundwatci use in half would be insuf¬ 
ficient to balance rcchaige with discharge 

In response to drastic fall in groundwa¬ 
ter levels in several regions of the state, 
the Nebraska Unicameral enacted the 
Groundwater Management Act (GWMA) 
III 1975. rhis law granted a wide range 
ol powei s and basic responsibilities to ihc 
losal natural resource managemeni dis¬ 
tricts to control groundwater development. 
Unlike other local resource distncls in the 
region. Nebraska's NRDs arc quite unique 
III that they arc multipurpo.se democratic 
local institutions having a local control 
over a wide range ol natural resource 
management issues The responsibilities 
include, soil and water coaservation, rural 
watei supply, flood and soil erosion con¬ 
trol. recreation, wildlife habitat manage¬ 
ment and 1oic.stry and range management 

In Older to address the groundwater 
os cidrall problems, the NRDs weicgranted 
aulhonly to uHur the rules and regulations 
govcining use and access to groundwater 
In this endeavour the NRD should seek 
upptoval Irom the .statedepart ment ol walei 
resources tor exercising the rules and 
regulations and to create a groundwatci 
control area Thus the NRDs play a key 
role in .state groundwater p<slicy formula¬ 
tion and implementation 

Within a designated control area the 
GWMA provides Ihc NRDs board discre¬ 
tionary options and powers to regulate 
groundwater development and use In this 
endeavour the huaid has formulated sev¬ 
eral management approaches to deal with 
groundwater management problems. Tlie.se 
include access and allocation rules, icgu- 
latorymeasurcsandeconomic instruments 

(1) Well Itcensing and permits: All wells 
with pumping capacity over 50 gpm in the 
district require a permit, a metre and an 
alkKation Thus free access has been 
restricted by licensing and permit system 

(2) Allocation procedure* Each certilicd 


acre within an irrigated tni% is granted an 
allocationof I4.S acre-inch annually. Thus 
for a five-year period the total allocation 
would be 72 acre inches, i e, (14 5” x 5 
= 72"-!- canyover from previous period). 
This allocation of 72" is designated as 
basic allocation. Groundwater users ex¬ 
tracting less than the total basic allocation 
together with unused would carry-fcMward 
the unused part to .subsequent allocation 
pemxl without limitation. 

(3) Irrigated acres and tracts: Requires 
hoard approval and certification of im- 
gated acres to which allocations ot ground¬ 
water can be applied, and reporting of total 
irrigated acres. There is also a limit on 
certified aercs to 130 per well, for new 
wells in the critical townships. However, 
no limit for old wells 

(4) Pcxiling oi groundwater Board al¬ 
lows fur pooling ot groundwater alloca¬ 
tion across tracts to enable irrigators to 
annually adjust amount ot water applied 
on individual tracts subject to the condi¬ 
tion that the overall allocation is not 
exceeded as stipulated in the pooling 
eoniract Further, satellite pivots are al¬ 
lowed (transfer of allocated groundwatci 
from one tract to another) tor which the 
allocation is granted hut prohibits an 
increase in the total allocation resulting 
from the transfei 

The above allocative volumctiic man¬ 
agement approach has set limits on the 
volume ol groundwater withdrawals by 
each u.ser. Further, per acre allocation ot 
14 5 inches provides a u.scr the nght to 
pump a maximum ot 72-acrc inches of 
water over a period of five years There 
ate no restrictions regarding the allocation 
of this ouota by the uset - when, how and 
how much is to be used If the allotted 
quota IS negative at the end ol the fitth 
year, then for the ensuing fi ve-veai period 
the imgator/s will not be eligible to get 
any allotment 

The district also provided options to the 
users on how to meet the cxtraciion limits 
through a system of carry-fonvanl and 
ptmimg provisions The pooling system 
allows the well owners to combine all 
allocations from different wells as long as 
the aggregate allocation does not exceed 
the sum of the individual wells. The 
advantage of this system is that the im- 
gator can apply water to the crops on 
different scales such as 12", 13", 16" and 
so on ha»:d on soil type still meeting the 
average of I4.S” of annual allocation. 

The estimated requirement oi water for 
crops in the distnct is around 25". Out of 
this 11-12" is met through rainfall and 
remaining is through groundwater. Hence, 
based on the consumptive use norm an 


A-100 


Economic and I^htical Weekly June 26, 1999 



allocation of 14>8cn: inches has been 
arrived. As evident from Table 6, actual 
use between two periods has been less 
than the allocated water. Another interest¬ 
ing feature is that average actual use has 
been falling between the two penods. This 
clearly indicates that irrigators are man¬ 
aging water more efficiently through 
improved irrigation technology. 

In the study area die land values are 
directly related to the amount of water 
coaserved out of the alliKated quota. Thus, 
the consen'ation of groundwater has a 
piofoundeflecton land valucsin the region 

(1) Spacing requirements: The board 
ha.s set minimum well spacing require¬ 
ments for ail new wells dnlled in the 
district Well spacing requirements have 
been accepted as a regulatory norm in the 
district. These regulatory norms have been 
established basically lo prevent direct well 
interference problems while pumping 
rather than restneting access to the re¬ 
source Under Nebraska state law the 
isolation distance from well to well is 600 
It In critical townships ihc .spacing re¬ 
quirement IS 5.280 It except those wells 
used .stnctly for domestic, livestock or 
inoniionng purpose t'uither lor any ini- 
gation well drilled alter June 1981 in the 
control area, the spacing must be at least 
I..'t20 ft inim any stock or domestic well 
not belonging to the gioundwater user In 
critical area lor icplai cment well in lieu 
ot an abandoned well which is located 
within 1,320 it can be dnlled within 1 SO It 
ol die abandoned well it replaces. 

(2) Flowmctrcs' All existing wells tor 
the purpose of irrigation, commercial live¬ 
stock. municipal and industrial use with 
a capacity of more than SO gpm mu.st have 
an approved flowmcire installed before 
Apnl 1980 And the ,innual water u.sc is 
reported to the dcsinct This would let the 
management knew the actual total volume 
of water abstracted on each well. 

(3) Cntical townships* Under the cur¬ 
rent rules, towaships are designated criti¬ 
cal if the average three year groundwater 
level decline exceeds 0 25 per cent ot Ihc 
saturated thickness oi the aquifer. Once 
designated critical, die township must 
remain so designated lor a peruxi of five 
years. At the end of the five-year penod, 
the township is eithei removed from the 
cntical designation or re-designatcd as 
critical depending on the change in the 
saturated thickness of the aquifer. Cur¬ 
rently there are 42 cntical townships m 
the district out of 84. i e, SO per cent. 

(4) Supplemental inigation wells; The 
management prohibited supplemental ir- 
ngation wells After 1990 no permit was 
approved for any supplemental wells. 


(S) Water quality: Bnaid has established 
water quality criteria and monitoring and 
remediation procedures. In this regard the 
URNRD cntcicd into a co-operative agree¬ 
ment with the US Geological Survey to 
conduct groundwater quality survey The 
focus ol this survey is to establish a sci¬ 
entifically sound baseline on the quality 
oi groundwater in the distnet. 

(61 Moratoi lum: In response lo increased 
pres.sures to drill new wells in the dt.stnci 
Ihc board approved moratorium on well 
permits and new groundwater allocation 
in cntical areas oi the district since Feb¬ 
ruary 1997 Tins is the firat of its kind to 
impo.se the moratonum m the state of 
Nebraska This will expire in the month 
ot August 1999. Again continuation or 
removal nl this issue has to be discussed 
in the hoaid 

(7) Vuiianccs The board may grant 
variana's from the strict application of 
rules or regulations upon if cause is shown 

(8) Ad|udieation. Provides lor formal 
adjudieatoiy heanngs, detailed general 
enforcement provisions foi carrying out 
the rules and icgulations ol the district and 
specifies conditions lor cease and desist 
orders Any groundwater user aggneved 
by a boaid action may reque.st a tormal 
ad|iidication hearing. Any groundwater 
usci found violating thc.se rules and regu¬ 
lations may be required to cea.se and desist 
withdrawing groundwater until such time 
as compliance is toithcoming 

Market inicrv'cntions particularly olec- 
ti icily and water pricing arc considered to 
be the strong economic levers that pro¬ 
mote adoption ol ellicient irrigation tech¬ 
nologies HoweviM efficient technologies 
may not ensure Ihc protection ot the le- 
sourte unless there is quantity icgulalion 
as larmeis (.ontinue to expand irrigation 
as long as it is profitable. The extent of 
government support for farmers in 
.subsidising iuci and electricity, cicdit lor 
well drilling oi support price lor the prod- 
uti IS viitualiy absent. Hence market knees 
are also playing an important role in ii- 
ngaiion desdopnicni and use. Unlike in 
India energy is not subsidised foi iniga¬ 
tion punip-.scts Hence the citcigy cost i<s 
the most important component influencing 
the aniouni ol water to he applied. ('a.se 
.studies in the distnct should that energy 
expenditure aUmc accounted for 17 per 
cent ot the total cost per acre 'fhe .share 
of imgatioii expenditure in total cost is 
around 40 (kt cent per acre. Thus the 
pricing ot eneigy and quantity restriction 
on the use of groundwater strongly pro¬ 
pel led tamicrs towards tmgation efficient 
technologies .such as centre pivots. The 
demand tor centre pivots has been swell¬ 


ing over die years, mainly because of' 
water scarcity, shortage of labour to inif’'' 
gate and high prices ot eneigy. Nevertho* 
less the centre pivot imgation system h«8 
a distinct advantage over other systems.. 
It promoted scale economics and made if. 
very easy to manage moKstuic. nutrients 
and weed control on the I arms with this 
sysiein ol irrigation The clficiency in 
walei applied is moie than XS per cent 
Tlius It served as a comprehensive crop 
and watet inan.\gcmenl ukiI foi the irri* 
gatois operating giant larnis ranging from 
l.(K)0 lo l,S(X) acics Thus the manage¬ 
ment approaches iollowed have twofold 
impacts rtie first notable positive effect 
IS stabilisation ol water table over the 
years And the second impact is in terras 
oi increasing irrigation i ost to (he user by 
way ot huge investments on litigation 
equipinc'iii fhe regulatory insiiiutiunai 
tramewotk made gioundwater legally 
scaae and thus accomplished the objec¬ 
tive of sustainability. 

The NKD board has made conceited 
efforts iow,uds mobilising coiisen.siis tor 
aitiun through a vaiiety oi educative 
piogrammcs TIk* distnct has developed 
liydrograplis to .show the changes in water 
table in ditlercnt counties, which can he 
easily understood by the irrigators. The 
boaid also disseminates inlorniation tor 
bi'fler understanding of the ociurrcncc 
movement, teiharge and discliaige of the 
aquifer It provides reliable mloimation 
regaidiiig changes in water qtialuv and 
quaniity Besides. Ihc boaid also inlorms 
uscisoi the actual use oi watci outot (he 
alUu <i(ed quota based on metre ru.idiiigs. 
31ie NRI) makes elforis through commu¬ 
nication ot intoiniatioii to the puhlie rc- 
laling to nicclmgs. public hearings and 
rule making I'liis prtKcss has stimulate 
public discussion and pariicipution in the 
decision-making process fiius these 
educative piograiiinies contributed to 
collective undetstanding and upprc<'iation 
til the problems This served a.s basis for 
negotiations 

Thus the joint management iippioaclics 
to address gioundwaU'r depletion ussue 
with active public co-oper,ition m western 
US has yielded viable solutions to tackle 
the issues of giouiidwaici over-use 

By and large, the n’spvinsi ot imgators 
to the gioundwater rule.s and regulations 
in the distnct is favourable and encour¬ 
aging. 'Fhcy have shown adequate faith in 
the local control body 'I'liis is mainly 
hecdu.se ever since the NRD came into 
existence the directois iiavc been prima¬ 
rily imgdiors Further, the users' strong 
iai'h in local management institutitms and 
compliance of the rules reflects a .sen.se of 
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.'onservation ethics Added to this, fann- 
'en in the area have strong progressive 
'outlook towards science and technology 
in order to provide solutions to the pro^ 
lems. Nom ithstanding this, a few farmers 
liave said that farmers within the district 
are penalised by rtgonnis rules while others 
SO miles away trom the region heneiit. 

VII 

Discernible Impacts of Regulations 

It is clear that most of the rules and 
regulations arc meant primarily to deal 
, with demand management by setting lim- 
iks on the iippei bound foi the extraction 
of ground water resource. Hence, there has 
, been a remarkable change in the water 
, extraction and use patiem under the icgu- 
, lation regime 

I As evident from Table 7. there has been 
I a decline in the quantity extracted, despite 
I gradual incieasc in the area irrigated. The 
I per acre w,itcr applic'd has also dipped 
from 1.5 acre inches to 105 acre inches. 
The water level decline in the aquifers al.so 
I reduced after 19X5 (Table 8) The main 
contributing factors lor thus change in- 
< elude local conttol ot allocation and a'gu- 
, lation rules, use of more eificient irngu- 
don technologies and improved farm 
management practices Thus there is a 
disceiniblc cllect on water savings lead¬ 
ing to conscrs'ation b'urther, the legal 
framework has defined the user right 
boundaries, free ndei problem has been 
reduced considerably 

With regard to nitrate contamination in 
groundwatei the water samples taken in 
1995 indicated nitrate level oi I ? to 16 5 
pans per million with the majoiity being 
in the 3-6 ppm range This is within the 
limits oi US linvironnienial Piotection 
Agency .standaid ol 10 ppm. However the 
distnet has some high nitrate readings in 
some areas [URNPD 19951 

The NRD regulations induced farmers 
to shift to better water management prac¬ 
tices However there arc many anticipated 
benefits to the users due to regulations 
Land values are increasing in the area, as 
the .selling price ol land vanes directly 
with the amount of w ater conserved out 
of the allotted quota Hie rcntal/lease value 
ol land is also appicciating with the con¬ 
servation ol water. The actual drawdown 
of the aquifer has been reduced in the pa.st 
five years and water table has been 
stabilised. 

The URNRD is one of the most inno¬ 
vative institutional governance structures 
for taking collective deccsiuns and actions 
on behalf of water users by developing a 
combination of management approaches 
addrc-ssing the most pressing is,sues of 


groundwater overexploitation in the re¬ 
gion. 

Some of the key components respon¬ 
sible for the success of URNRD pro¬ 
grammes are outlined as below; 

Hie legal and physical boundaries of the 
groundwater lesoumc are generally delin¬ 
eated based on hydrological rather than 
on political lines. This has facilitated 
effective management. Establishment of 
an enabling tramewoik that is responsive 
to the local conditions and water manage¬ 
ment needs of the community area hall¬ 
mark of URNRD. The enidiling frame¬ 
work compiiscd modification in property 
nghts for groundwatei use. definition of 
user rights on volumetric basis, permits 
and water metenng system and allocation 
ot quota has been largely responsible to 
limit the extraction rales and curtailed the 
cxcc.>sivc pumping of groundwater. Fur¬ 
ther the board has a toium lor conflict 
re.solution in ca.se of any di.sputc.s Hie 
management approaches have been per- 
ceivi^d as fair because local u.scrs had 
developed them collectively and they are 
adaptable to local situation. Thus the 
process ot control and command has been 
replaced by collective local action The 
rules evolved and crafted collectively by 
the hoard are transparent enabling the de¬ 
velopment oi a groundwater managoinenl 
system In the region according to the 
survey ul the board 90 per cent of the 
tarmers supported the moratorium on new 
wells 'Fhis clearly implies their collective 
concern for and appreciation of the prob¬ 
lem The measure ot moratorium on new 
wells has reduced further pressure on 
groundwater Adited to the institutional 
lactors, the two important technological 
components enabled for hcttei manage¬ 
ment are' shift in iirigation technologies 
from flood to centre pivots and accc.ss and 
availability of technical information relat¬ 
ing to water tables, extraction and re¬ 
charge rate of gmundwatcr. Thus based 
on the experiences of tlie western ca.se we 
discuss some of the relevant policy op¬ 
tions for India 


VIII 

Nebraska Model for India 

Before deriving policy options based on 
we.stem US experiences especially that of 
Nebraska, it is important to note the com¬ 
monalities and pnmary differences that 
exist between the two countries. Both 
counines have similar semi-arid condi¬ 
tions hence imgation is playing a critical 
role toragnculturai development. Ground- 
water depletion and its quality impairment 
have been evident in both the countries. 
Pneing of water and electricity have been 


advocated to encourage the adoption of 
efficient technologies. Of late rural-urban 
conflicts for use of groundwater are in¬ 
creasing in both the counuies. This will 
have a large impact on groundwater 
management options in agncultunU areas. 
In addition, both are liemocraUc countries 
with established legal systems. Both de¬ 
pend largely on market systems and gov¬ 
ernment interventrons to achieve public 
objectives. 

With regard to differences, a sizeable 
proportion of aquifers in India is com- 
piised ot hard rock as against alluvial 
aquifers in the case ot western US. In 
India, the density and spread of appropna- 
tors on a given aquifer is much higher than 
ihcwestemUS There are differences with 
respect to agnvclimatic conditions, crop 
patterns, technology used and nature ot 
agnrultuial holdings. The agricultural 
holding.^ arc highly fragmented and rural 
population density is much greater in India 
than western US Further the resource 
supply and use dynamics of groundwater 
IS poorly understixxl in India, as compared 
with US Hence we need institutional 
tnanagumcnl approaches that are c.'ip.ibic 
ot addressing the upcoming issues in 
gioundwatcr development and manage¬ 
ment When surface and groundwater are 
Intei dependent wc need to devise a system 
that recogni.ses this syncrgi.stic relation¬ 
ship Similaily when groundwater aqui- 
iers are independent ot surface watct Ixxlies 
wc musideveli ip a management system that 
takes care ot the pnitection of quifcrs trom 
overexploitation and quality degradation 

In some of the western US states the 
local groundwater management districts 
arc the mest common institutional arrange¬ 
ment to deal with a wide spectrum of 
issues relating to water management 
Nebraska's ca.se provides a classic ex¬ 
ample of local control over the resource 
to deal with overdraft issues as well as 
cincicnt allocation and use, tuned to local 
needs. 

In order to apply replicate the Nebraska 
model to peninsular India, we require 
institutional reforms mainly in the sphere 
of legal issues and the formation of user 
groups. The legal framework has to be 
clearly defined in terms of modification 
in property rights from absolute doctnne 
of prior appropriation to reasonable use 
as m Nebra.ska. Further, physical and 
hydrological boundaries of tfw resource 
have to be delineated at a basin or aquifer 
level. 

Currently, the scale of management 
relating to water resources is highly 
secton.sed and disorganised. Guvemment 
oiganisations such as state and central 
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ground water board are the fonnal insti¬ 
tutions dealing mainly with the technical 
issues of groundwater at macro level 
without any executive powers. Further 
these institutions do not reflect local needs 
and aspirations, as many issues of ground- 
water are regional or icx:al in nature. Since 
water is a state subject most laws should 
be passed at the state level. The model 
groundwater bill of 19*^2 has not yet been 
implemented in any state. The bil^in its 
present fomi establishes a command and 
control system for groundwater regulation 
[Moench 1998]. Thisbill has been criticised 
as it has not included local users' repre¬ 
sentation. In the light of this, the NRD 
model, ajoint management approach with 
active peoples* participation could be a 
promising solution in the Indian context 
This could be developed at the regional 
or cluster level based on aquifer or wa¬ 
tershed where there is acute overdraft 
problem. Tlie criteria to delineate a hydro- 
logical boundary for management should 
be flexible reflecting the local nature of 
the problem. The dismct can initiate a 
variety of programmes and controls for 
recharge and discharge and other regula¬ 
tory mea.sures such lu, .spacing norms, 
control of new wells and regulation of 
watei-inteiuavecrops. Aboard of directors 
elected by the stakeholders can govern 
these organisations The board .should have 
an overall body comprising of all the users 
and an executive body ratified by the 
committee of the faimers In addition to 
the elected representatives one from each 
village, thcie should he nominated mem- 
heis in the board comprising one member 
from the irrigation department, one from 
mines and geology and one representative 
from a commercial bank. NABARD can 
explore the possibility of funding .seed 
money for establishment of such NRD 
institutions initially. I.,ater on they can 
generate their own source of revenue 
through licensing, well permit fees, share 
amount and other tases. The members 
should be required to buy .shares in the 
groundwater district ba.*ied on the irriga¬ 
tion command as stipulated by the di.sti ict 
Designation of critically overexploited 
fragile areas as done in the case of Ne¬ 
braska is very important for regulating 
further overexploitatiim. In these areas 
there is a need for regulation of bore-well 
driliingin terms of declanng a moratorium 
till the water tables are improved. Man¬ 
agement can set allocation quota in 
overexploited areas for every five yeais 
based on crop water requirement using 
most efficient irrigation technique. The 
iimils should be baseil on the minimum 
area or share basis, which ensures reason¬ 


able income to the farm family to lead a 
decent life Farmers who extract only a 
part of their quota could cony forward 
remaining amount to the next penod or 
they can sell them to other needy users 
This promotes water mariceis and efficient 
allocation of the scarce resource Those 
who exhaust their quota before the allotted 
period would forfeit their rights and farm¬ 
ers refrain from using more within a short 
span of lime instead of spreading the use 
of their quota over the time horizon. This 
obviously promotes the use of efficient 
irngation technologies and leads to con¬ 
servation 

The regulatory and allocative manage¬ 
ment approaches based on permits and 
metenng, spacing of wells have been 
widely used in Nebraska. These approaches 
need accurate data pertaining to the slock 
of the resource, flow, and recharge and 
discharge rales. Further the logistical co.st.s 
associated with this approach is colossal 
since in India there are large number of 
well owners involved over space, .so thc.se 
measures could be restricted to those in 
dark arcus wnere there is no .scope for 
further expansion of well irrigation. 

The districts can al.so regulate the new 
wells, spacing of wells and well drilling 
agencies by is.suing permits For all 
unauthorcsed wells without permit system 
power .supply can be stoppi^ and penal¬ 
ties imposed 

The real cost of extraction of ground¬ 
water has liecn increasing over time and 
this has serious equity implications tor 
sin.ilt tamicrs Hence, special programmes 
aimed at improving equity need to be 
designed to support small farmers. Furilier 
supply of clectticiiy may be made avail¬ 
able on a pielcrcntial basis to those form¬ 
ers who venture in-group inve.stmeni.s. 

The problem of inequity existing in well 
inigation could possibly be reduced by 
promotion of groundwater markets which 
facil'iaic access to groundwater to tho.se 
who cannot make large investment. For 
achieving equity in areas where there is 
no assured sources of surface irrigation, 
NABARD can provide financial assrstaner 
to groups of small and marginal farmers 
to drill iingalion bore-wells in order to 
provide them income generating oppor¬ 
tunities so a.s to alleviate problems of 
poverty in rurdl areas. Currently in the 
state, there is an irrigation welfare 
programme called 'Canga Kaiyan' scheme 
lor small and marginal fanners of sched¬ 
uled caste and scheduled tribes. Govem- 
ment provides funds to members of this 
scheme for dnihng wells on a group basis 
This could be extended to all small and 
marginal farmers. Further, the distribution 


of watercan be made based on the RawldM 
entcrion of fairness in disuibution. Uadp 
thiscnterion.lhedisiribulion policy woidl 
be governed by ‘lexicc^raphic’ orderiiq 
combined with the maximin rule propoSM 
by Rawls according to which 'the welfan 
level of the worst-on individuals be mad 
as high as possible'. One way of using thi 
above lexicographic ordenng with maxi 
min rule is to iingatc all the imgabic iamj 
ol the smallest larms first and alter fiilH 
tilling their demands, then go on to M 
filling the demands of the second smalleai 
farm st/c groups lollowcd by the third 
smaUcsl faini si/c group, and so od 
(Sumpath I992| 

Approaches such as pneing energy and 
reiiKival of subsidies lor well irrigatioij 
require fewer regulations and seem to b(| 
pragmatic F'icc or Oat rale cicctricit 
reflecting zero marginal cost for liftio; 
groundwater is bound to have profouii 
impiaci on groundwater ovcrdcvciopmen' 
and exploitation besides wa.stage of water. 

If energy for extraction oi watci is prico 
It will improve equity and efficiency o: 
water transactions since the seller and Ih' 
buyci will both have to be cautious in it 
utilisation. Also, pricing of cleclricit. 
induces an clement of caution and pni-l[ 
dence on the pan of farmers to go loi^ 
efficient irngation technologies thcreb)^ 
promoting u.sc efficiency Nevertheless 
this requirc.s political consideiatiun foil 
action I 

Promoting the use ot elticicnt irrigatiiW 
technologies should Inim pan of watei^ 
management stiategv Micro irrigation:^ 
techniques, like drip, have huge ixitential; 
not only to .save st/eable quantity ot waieiv 
when It isdeli vered through pipes, but also/ 
to ensure water use citiciency ) 

High water consuming crops like sugar-| 
cane, ricc, grapes and vegetables should] 
he discouraged under giouiidwater imgfr-! 
tion. Dunng the period ot exti erne scarcity: 
of groundwater, area under imgatioiu 
should be regulated sime regulation of: 
quota ot watci for each farmer is u difficulty 
task. 

Extension outreach to disseminate rele-i 
vant information relating to punip-tcch- 
nologics, conveyance network, waterj 
saving mechanisms, watci use and right 
type of crop choice based on the availa-; 
bility of water, .scheduling of irngation: 
to the members ol an irngation distnet,' 
plays an imponani role in promoting irri->' 
gallon literacy and ovciail sustainability. 

In order to augment groundwater re¬ 
charge m aquilers, the role of surface 
irrigation tanks and watershed develop¬ 
ment schemes that are spcci fic to each area 
could be promoted in the distiicls. \ 

it 
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'.Carnaukd ktalc has the largest number 
iirrigation tanks in India, virtually every 
l^ge has an irrigation tank Tanks arc 
ijnnKin property resources .supporting 
I village economy Of laic a vast ma- 
ipiy ot these inigation structures have 
ted up reducing their live storage capa- 
.■y due to governmental apathy and lack 
community eflorts to manage them 
<ch irrigation tanks could be used to 
pound excess run oil water when there 
' Heavy raintall By utilising these tanks 
iter can be stoied like a hut let The role 
I ‘bufter stock operation' in watei is very 
tical in order to ease supply scaieity of 
Hindwuter \lso, these tanks can .serve 
' percolation tanks toi rec barging ground- 
' Iter. .Studies have indicated that teha- 
' .itationot irrigation tanks have nnptovcd 
|?techargcol wells|(iitec'shctal I9‘)71 
lus promotion of pai tieipaiorv action in 
' habilitating irrigation tanks lot techaig- 
' g groundwater would go a long was in 
I gmenling gniuiidwater supply 
' NABAKI) hics hecri playing a big role 
I influencing gioundwatei duvcIopmciU 
ross all the stales thiough its lending 
, ogramines 'I hus it • an take a lead role 
piomoie user groups and gioundwaier 
'ngation disincis by extending lending 
cililies only to tlie members ol sucli 
ganisiiiioiis It users ot gtnundwater aie 
It willing to join the natural lesouice 
lanagcinctit Ji.strict then governmeni can 
Jtall agiicultiiiul and iriigalion subsidies 
)r such a region 

This study aimed at developing an 
islitutional pei.siH'ctive ol gioundwater 
lanagement in dealing with overdralt 
roblems in India and western I IS A great 
lany nianagcnient pioblenis lelatiiig to 
roundwaiernverdevelopincnt a.id use are 
mcigiiig in both India as welt us in wcsictii 
JS. In western IKS these problems are 
eing clleciivcly addressed through insii- 
jtitinal |)oli< y instruments with local 
ontrol I^fse iiu ludc ioimation ol naiii- 
al resource distiuts w ith varying lespon- 
ibilities ovei gioiiridwalct issues, eie- 
Iton ot an enabling liumcwoik spesity- 
ng usci lights, correlative rights to a 
easonablc use. issue ol pet nuts tot cxti ac- 
ion, allocating quotas and declaration ot 
noraionuni on new wells in critical 
iverexpioiled areas Phese regulations 
letincd an upper lioundary loi extraction 
if greundwatcr and made groundwalcr 
cgally scaicc Ihis has had a piolound 
mpacl on use pattern and c onscrvaiiun of 
;n>undwai(T in the region In India, lack 
it cftcclivi groundw.tter lastitutions at 
tKal level to deal wiili i>mergmg problems 
n groundw.tter dev lopment and use have 
csultcd in intergencraiional. inter tempo¬ 


ral and inicrspatial misallocation and severe 
overdralis creating several externalities. 
Further, the markets arc not responding 
to correct the distortions in groundwrucr 
use. Thi.s has severely aficcicd equity, 
elliciency and suslamahihty ol ground- 
water resource use Htc emerging envi¬ 
ronmental implications on account of 
groundwater overdraft will be terrible tor 
the future generation Drawing on cx- 
peiiences from the Nehra.ska model thcic 
IS a need for creation of an eftcclivc user 
based gioundwater management institu¬ 
tions at local level with local control that 
arc viable and icllectivc of .social concern 
toi conservation ethics, environmental 
values, equity consideration and el ficiency 
in lesouice u.sc Towaids this endeavour a 
package ot incentives could he extended to 
piomote u.sei based gioundwater manage¬ 
ment institutions at grass loots level 

(This artiLle is hast'd on the posl-docloral ic 
stMuh woA ai Colorado .Slate Universiiy. Colo¬ 
rado The authors would like to express Iheir 
appiotisMion lo Viigin Nonmi, Manager Upper 
Repiihlit N.itural Kesoutce District. Inipenal, 
Nebraska Wc also siiiicn'ly ocknowledxc the 
help ol scvt'i.il faiiiieis and scholars who intei 
•iLied with us in the couisc ol our a*st*arch work J 
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Oi^oii^ Chaises in Policy Environment and 

Farm Sector 

Role of Agro-Climatic Regional Planning Approach 

SPKashyap 
Niti Mathnr 

Policy initiatives on the farm sector have often been uncoordinated and ad hoc and have come under 
criticism for their deleterious effect on the farm economy. Even more importantiv, the movement under 
liberalisation to arrive at appropriate input and out put prices in the farm sector may well he having 
wideranging impact on the development of the sector. In this context, the Planning Commcssion sponsored 
agro-climatic regional planning approach initiated in 1988 has yielded positive results. 


IN India tarm level investment and output 
decisions are largely left to pnvatc initia¬ 
tive The government has however been 
undertaking supporting and regulatory 
functions through a mynad of institutions 
and instruments aimed at piixluct-price 
support, (arm input suhsidic.s, creation ol 
maricet infrastructure and farm research 
organisations and huge investnunts in 
creating large size gravity irrigation sys¬ 
tems and widespread provision of rural 
roads and electncity The initial emphasis 
of liberalisation and structural adjustment 
package, that was initiated in tiie early 
I'l'XIs. appeared to aim at changes in the 
organisational forms ot commodity pro¬ 
duction and linking of Indian economy to 
global market forces. Therefore quite 
drastic changes were introduced or in¬ 
tended in terms of much reduced role of 
public sector in commodity production, 
disinvestment in public .sector units, 
deliccasing of private sector, drastic re¬ 
duction in customs and excise duties and 
direct uxe.s, significant devaluation of 
Indian currency and concessions for for¬ 
eign capital flows and investment. 

Policy initiatives lor the farm sector 
appear^ to be uncoordinated and ad hoc. 
for instance, removal of subsidies on P and 
K and some changes towards deregulation 
of interest charged by rural financial insti¬ 
tutions and even closure of some govern¬ 
ment sponsored non-viabie financial out¬ 
posts in rural areas. These measures have 
come under fire for their deleterious effect 
on the farm economy [see, for instance, 
Desai 1997|. Yet these seemingly innocu¬ 
ous changes are dwarfed by the impact 
that movement towards 'getting prices 
right’, in terms of fann input prices and 
farm output pnees vis-a-vis non-farm sec¬ 
tor and bonier prices is having, or could 
have, on Inefian farm sector. Some percep¬ 
tive scholars feel that already there is shift 
in policy from 'food-first' to 'exports- 
first' [Patnaik.U 1997]. In the rest ofpaper 


wc biicny examine the debate on role of 
prices as an engine of agricultural growth, 
the relevance of non-pnee factors, as farm 
sector integrates with global threats and 
opportunities, and relevance of Planning 
Commission sponsored agro-climatic re¬ 
gional planning approach, which was 
initiated in 1988 At the outset wc must 
mention that we aim at only giving the 
flavour ol current discussion, rather than 
exhau.stive treatment.- 

I 

Price.s a.s Instrument for Farm 
Sector Progress 

Input and Oirrpin Prichs 

‘Getting prices right' has basically im 
plied removal of subsidies on farm inputs 
(fertilisers, credit, power, irrigation), 
improving terms of trade for farm output 
vis-a-vis rest ol the economy and influ- 
cncing cropping pattern to capture India's 
comparative advantage in land- based 
commodities for production and exports. 

About input .subsidies (mainly fertilisciv 
credit, power and irrigation) an extreme 
viewpoint (Gulati and Shaitna, 199.*;) is 
that these subsidies are poorly targeted 
(small and marginal farmers not much 
helped by these subsidies), lead to inter¬ 
regional and interclass inequity, waste of 
resources (over use of power and water) 
leading to negative externalities, have 
generally outlived their utility and have 
become un.su.stainabie. Also despite sub¬ 
sidies, the agncullure sector, if one takes 
into acaaint border prices, is net-taxed. 
“Under the cireumstances, it makes sense 
to improve terms of trade for agriculture 
and complement' this by stepping up 
inveiamcnt in agnculture through reduction 
in subsidies The increased investment in 
agriculture appears to be a better bargain 
than short-sighted measures such as 
subsidies. Tlti.s is because of the fact that 
cultivable land in India is in short supply 


and raising productivity per unit o 
cultivable land will require heavy invest 
ment in imgalion, rural infrastructure 
re.scareh and extension ” (Ibid A 93]. 

These claims are disputed a number d 
counts (I) True, higher investment ii 
inigalinn,ruralinirastructureandreseitfcl 
and extension would have a benefleia 
impact on the tarm sector and possibly oi 
the rural poor. These K’nefits involve con 
siderable gestation lag, whereas given th< 
political will and/orarm-twt.sting by inter¬ 
national fuliding agencies, the high input 
and output prices regime in the tarm secioi 
can he, at least intheoiy, introduced instant¬ 
aneously. (2) Ixjw input pnccs are not 
only .sub.sidtes to the farmer but also to 
consumers through low output prices. Ttie 
well-lielngof poor in uiban areas and over¬ 
whelming proportion of lural population 
(land less labourers, .small and maiginal 
famters) depends on pnccs ot food articles. 
“The demand that Indian fanners should 
get ‘world pnccs' foriheii pnxiucts would 
make sen.se if Indian wage paid woikers 
including rural labourers, who arc over 10 
times more numerous than urtian workers, 
got ‘world wages’ lor their labour in pro¬ 
ducing tho.se pnxiucts. Since they do not 
and will not, any demand for ‘world pnccs’ 
IS tantamount to saying that the purchasing 
power and real incomes of rural labourers 
and other piwr net food purchasers should 
be severely squeezed” jPatnaik, U 1997. 

1108]. (3) It IS wrong to assume, as pro¬ 
ponents ot flnancial .sector leform seem 
to he doing, that the deregulation of interest 
rates with consequent use in them is the 
answer tor much needed viability of rural 
financial institutions. Reforms othiT than 
interest rates are far more cntical' (4) In 
case of food and fertilisiT subsidies it is 
not the amount but the .share (per cent), 
if at ail, has to be contained in line with 
GATT agreement. (5) There may ot course 
be scope for restructunng Iraxl and farm 
input subsidies, including revision of 
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',Cpower tariiis and irriguUun charges. Also 
i.suttable participative organisations with a 
Vliigh degree of autonomy could be 
ipcncouragcd for the distribution of farm 
' I inputs, particularly water and energy 
qi'nie.se changes must be gradual and .should 
i((be consistent with the overall agncuitural 
;ydevelopmeiit (Desai 1997]. 

• I 

, Ti.KMS (» TRAOh 

4C 

f An important pnee related i.s.sues that 
hsurfaces every now and then, .somewhat 
dmore vigorously in the post-rciorm penod. 
‘ is that the extent to whu h favourable terms 
tof trade loi ugricultuie could induce farm 
.loutput expansion ami enhance private 
f investment It must he slated here that in 
s the post-reiorm period, even without any 
!i conscious policy, the terms of trade lor 
3 agriculture have become favourable due 
I to exchange rate devaluation and reduced 
h protection lo manuiactunng. 
g Based on elaborate econometric cxerci.se 

iMisra (1998) icaches .some inlere.siing 
f conclusions' 

(i) “In the process ol economic reforms 
I the favourable terms oi trade seem to have 
( helped not only in raising overall aggregate 
production but also in creating conditions 
' under which pnvatc gross fixed capital 
( formation (private invc.slmcnt) in Indian 
agriculture increases, although the grow th 
i rates of both (aggregate output and pnvatc 
i investment) have shown a decline in the 
I period ol post-economic reforms as 
' compaied lo prc-relorm pcmxl ” 

(li) "The aggregate supply mca.sured 
eithei through aggregate output ui mar¬ 
keted surplus docs respond significantly 
positively to the terms of trade (i e, relative 
pnees) Moie favourable terms of trade to 
agnculture would raise the aggregate pro- 
duction/markcted surplus (indicated by 
significantly positive coefficient for the 
terms of trade) Further, there docs not 
seem to be many rigidities operating m the 
system, which may inhibit the production 
in responding to the lelative pnccs (evi- 
dt'nt from the significantly positive coef¬ 
ficient ot lagged output)." 

(Ill) “The terms ol trade have shown 
iav^rable tendency in influencing pi i vate 
investment in Indian agriculture during 
the period. 1961-62 lo 199.5-96. A non- 
pnee factor like technology is much more 
important than relative prices incxpiaimng 
private investment in agriculture." 

Mi.sra's conclusions aa* doubted on a 
number ol counts Dcsai and D'Souza, 
(1998) show deficiencies in analytical 
frame because of specification and 
measurement errors. In.siead they argue 
that pticc reform implied by Misia’s 
analysts is misconceived policy fur 
agncuitural reforms, lor several reasons 


(i) Aggregate agricultural supply 
response with respect to baiter terms of 
trade IS ambiguous rather than positive, 
this IS because of two opposing effects of 
icrnus of trade The positive effect implies 
that with improvement of barter terms of 
trade marketable .surplus would increase 
because farmers would find sclf- 
consumption costlierthan before and hence 
reduce it Improving barter terms ol trade 
would also have a positive income effect 
inducing rise in sell-consumption and 
hence reduction in marketable surplus. 
Overall efiect is therefore indeterminate 
(li) This response is price inelastic 
becauscof fixity ul land and resource speci¬ 
ficity of agnculture in which agro-climatic 
conditions, among other factors, are crucial 
determinants oi cropping pattern 
(III) Tilts respon.se is relatively less 
significant than the ivsponse with respect 
to nun-pnee factors (This is also conceded 
by Misra) 

pRrj:iNri Trade in AoRiniLiuRi 

It appears that favourable internal terms 
ot trade would only provide a feeble 
inducement fnragnculturai progrc.s.s What 
about global opportunities in the wake of 
the new world trade order that is taking 
sliapcV lliere is considerable optimism in 
some quarters We first examine this opti¬ 
mism and subsequently note contrary view¬ 
points Consider a quote from Moddic's 
(I99.S, as cilcd by Rao, 1996 A 59) wide 
ranging review of agricultural policies and 
pio.specls 

Threshold oi Indian enterprise tan be 
developed between farmer, industry and 
bank in a wide field ot farming enterprise 
for both Indian and export markets TTicse 
opportunities exist in oilseeds, cotton, 
marine products, poultry ^cashew kernels, 
vegetables, traits, mushrooms and rtori- 
ciilture, apart trom the traditional planta¬ 
tion indu.stiics of tea and cottcc The 
essential common factor of such a diverse 
held IS that each has to he treated as an 
enterpn.se from farm to factory to market, 
with adequate investments, high producti¬ 
vity, competitive costs and pnees, quality 
contiol, and marketing ViaHc profitability 
has to be the terminus of that road 
Moddie believes that a target of Rs 20,(X)0 
crorc Ol annual farm sector exports can 
be achieved in five years provided the 
policies arc straightened and strengthened 
In this tesp«x;t existing cropping pattern 
need not he viewed sacrosanct. Rao( 1996) 
cites from Desai’s (1993) work' 

Food self-sutficicncy at any cost is 
regarded sacrosanct, a^culture happens 
to be the victim ol this shibboleth at a time 
when attitudes towards industry have 
become much less protectionist...agri- 
culture employs or harbours a large 


.prc^ition of the poor; hence policies 
' towards it carry a borrowed tinge of anti- 
poverty programmes 

It is also pointed out that crop diversi¬ 
fication can lead to significant gains in 
income, employment and export earnings. 
In case of vegetables, Varadarajan (1995), 
as cited by Rao, (1996) suggests: 

The benefit to the country from increasing 
vegetable production are many, not only 
in terms of bulk (biomass per hectare of 
land) but also calones, minerals and pro¬ 
teins with an assurance of a more balanced 
diet to the common man. In addition, 
vegetable culture is of short duration, 
highly labour-intensive and perfectly suit¬ 
able tor the cropping system of the farms. 
The vegetables have the potential (i) to 
create large employment opportunities to 
the rural lafxiur lotce and especially for 
women, (ii) to increa.se the income ot the 
grower, consumption and nutritional su 
tus ot the people, and (iii) toi export and 
iotcign exchange earning 
(lulali and Surma (1997) empirical 
analysis, in a partial equilibrium frame¬ 
work, also demonstrates (hat. If India trees 
up imports and exports ot agncuitural 
products at zero duty, then; is significant 
gain liom trade, whiic^romoling resource 
use efficiency (RUE)* in domestic crop¬ 
ping patterns. As atonsequence the declin¬ 
ing share ul gnxss cropped area for iood- 
grains may slow down and even .sec ic- 
vcrsal in .some pockets. Similarly, area 
expansion under oilseeds will decelerate 
India may emerge as a marginal exporter 
ol ccicals (wheat an<l nee) and cotton 
while importing edible oils and puLses 
From overall (.S(x.iety) efficiency view¬ 
point agncuitural trade iiberaltsation. it is 
argued, would benefit India. 

CONIRARY VllWPOINl 

The above cited viewpoints an- disputed 
on (he basts of theoiy and facts. Theoretical 
objections include 

( 1 ) There is fundamental difference 
between manufacturing and agnculture. 
Manufactured goods whether cement, 
textilc.s or steel, can be produced any¬ 
where in the world, on the ba.si.s of im¬ 
ported taw materials, but crops are ineluct¬ 
ably specific to particular soil-climate 
complexes. The overwhelming bulk of 
earth’s bio-divcn>ily in genet al and botanic 
diversity in particular is concentrated in 
the earth's tropical and sub-tropical areas 
which include India, where high ambient 
temperatures ensure year-round plant 
growth In northern countries there is only 
one single natural growing season, ttw 
range of crops is relatively limited. The 
theory of ‘comparative advantage’ cannot 
explain either (he history or the present 
pattern of Internationa! specialisation 
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because it contains logical fallacy: lelative 
costs cannot be defined at all for a large 
range of trade reiations fPatnidic U 1996]. 

The differences between agriculture and 
industry arc also manifc-sted by the fol¬ 
lowing:^ (a) agriculture output, unlike that 
of industry, is unaffected by demand and 
hence price in the short tun, (h) aggregate 
productivity capacity of agncultural <xit- 
put cannot be enhanced in the shoil run 
through the shift of rcMHircc.s from else¬ 
where 

It follows from (a) and (b) that in the 
short run agricultural exports would he 
inversely related to domestic availability. 
Food security of the country can be 
senously compromised in the short tun 
when foodgrains arc exported based on 
comparative advantage or when sub¬ 
stitution IS affected ol non-food crops for 
food crops In both cases the brunt IS borne 
by the poor domestic consumers 

(III) Freeing trade links domestic com- 
mmlity pnKluction to a highly un.slahlc 
global prices. The high profitability aris¬ 
ing out ol transient price advantage is 
unlikely to induce high private investment 
in the farm sector Tins is bccau.se. “ while 
a certain minimum profitability consti¬ 
tutes a condition lot investment, raising 
l<iotilabilits further does not have any 
positivccffcctonprivateinvcsimenl What 
pnvate investment depends on (once the 
minimum profitability is ensumd) is the 
complementary public invc.stment in the 
lonn ot intrasmiciure, irrigation, exten¬ 
sion, etc” [Patnaik 1996:24281 

The optimism about irec trade having 
lavourahic impiu:t an Indian tarm sector 
inducing high income and employment 
gams IS also disputed on the ba.sis ot facts 
Foi instance il is shown that 

(a) The Punjab agriculture, in .spite ot 
being most advanced in the country, is not 
intemationally competitive in wheat and 
nee due to high costs involved between 
the farm-gate paces and FOB prices. 
“Under the present production technology, 
marketing and handling system and tax 
structure, accompanied by double digit 
inflation, has eliminated whatever advan¬ 
tages the country could acquire in these 
two commodities following massive de¬ 
valuation of rupee in 1991” (Gill and Brar, 
1996-21761 

(b) Long-term projections about food 
grains’ demand in India show that 
Herculean effons would be required for 
stepping up food production if only do¬ 
mestic demand is to be satisfied from 
domestic sources [BhallaandHazeil 1997]. 

(ci ^ea allocatioas at the margin for 
fo^grains at the cost of oi Iseeds. as argued 
by Gulati and Sharma (1997), ignore that 
fact that marketable surpluses for wheat 


and rice mainly come from gravity-based 
watered areas of Punjab. Haryana, we.stcm 
UP and Andhra Pradesh, whereas oilseed 
growers an: mostly resource poor and/or 
dry land farmers. 

(d) The outcomes of a dynamic ninc- 
secloi. seven-income cla.sses computable 
general cquilihnum model indicate that 
the gams horn tagricultural) trade 
liberalisation may not be as large or as 
unambiguous as some partial and general 
cquilibnum analyses suggest Inparticulai, 
li the trade reforms are not supplemented 
by a supportive agncultural policy medium 
term staglliUinn may be the result Even 
in case the reforms are supported by an 
aggressive agncultural policy stance, the 
outcome is marginally contractionary but 
distnbutionally significantly regressive 
it IS, thciciore, not at all obvious that India 
should go in tot a wholesale liberalisation 
of Us agricultural trade! Storm 1997 41.S1 

(c) The ability of the agncultural sector 
to I inoncc incrcoiung hxKl impoits through 
agro-export earnings is highly doubtful in 
view of existing and projected trends ol 
pricesol cereals iclatisc to non-cereal agro 
export commodities, flits is because 
the scieals trade - dominated by 
.idvanccd countries - is characterised by 
monopoly and monopolistic pricing 
(udvanicd countries as a group closely 
monitor and co-ordinatc their output and 
inventoncs while subsidising their tanners) 
wlioicas the agro-export trade in the matur 
commodiucs prinluctblc in tiopical and 
sub-tropical developing areas is 
chaiacien/ed by enforced competition 
IPatnaik U 1997 1108] 

(0 A study of variables explaining total 
lactoi productivity in Indian agriculture 
shows that (Desai and Namboodn, 1997) 

(i) Between the price and non-price factors 
It IS the latter that is mua* important in 
inducing technical change in agriculture 

(ii) Thc single most important dcteimutant 
oi total lactor productivity is the govern¬ 
ment i xpeiiditure on agricultural rc.search 
education and extension explaining a.s 
much as 87 per cent of total vatiation in 
the estimated model. 

II 

Agro-CIimatic Regional Planning 
Approach 

The role ot non-pnee factors for agn¬ 
cultural oiilpul growth cannot he over 
emphasised The importance of iK»n-pnce 
factors was highlighted by Dantwaiaf 1967) 
more than .10 years back. A seminar at 
Indian Institute of Management, Ahmeda- 
bad, which was attended by prominent 
agricultural economists/ scientists [Desai 
19971 has this to say: 

- Neither the domestic pnee parity, nor 
the domestic to bordia- pnee parity be 


considered as an engine of agricultliid 
growth Nor the foreign trade be M] 
considered (p 63) 

- Product pnee support is a necessary bii( 
not a sufficient condition that must hd 
aimed at after broad-based tecbnk'iq 
change iKcurs (p 59) 

- . pnxluct price support is necossarjj 
hut not a .sufficient condition, while tbrj 
nun-piicc policies (government invest¬ 
ments in agricultural production and grass 
nxits level marketing inirastructures, land 
refoi ms that mainly protect and encourage 


tenancy, and less client-directed institu-- 
tionul credit) arc both necessary and suf¬ 
ficient conditions (p 8.56-57) 

These conclusions are also supported 1^ 
the bnet .suivcy of liteiature that we have 
attempted in the previous section. 

Avatiahiliiy ot land, water, farm inputs,! 
devising cost effective and sustainably 
techniques lor soil and moisture manage-^ 
ment and evolving suitable cropping^ 
.systems for the diverse agro-climatic situ-l 
aiioiis still hold or .should hold, the centre^ 
idage tor steenng the tarm sectornn desiied| 
path It IS unlikely that such consider¬ 
ations would attract pnvate enterpn.se.i| 
Agio-climatic rogionat planning (ACRP}I 
approach was therefore inilialedto increas-^ 
ingly fiKus on strategies that promote^ 
sustainable agiiculture systems and raisc^ 
capabilities ol peasants lot maximising , 
retuinsperunitol land and labout lhruugh^<{ 
optimum use ot inputs, he it water, energy. -! 
lertilisers, seeds or farm ciedit In doing^ 
.so, ACRP IS expected to increasingly^ 
promote a technologically sound agn-^J 
cultural prraiuctinn policy, that i.s based"-; 
on suilahility ol agricultural conditions, 
as also, needs ol the people A brief elabo- > 


lation IS attempted in the following ac-J 
count H 

Agro-Cliinatic Regional Planningi, 
(ACRP) has completed a decade of itsl^ 
existence. The paradigm initiated in raid- ' 
1988, was an attempt fur a shift in the'; 
approach to agncultural planning from'; 
intensive, highly localiscii. and to a large ' 
extent unsustainable farming sy.slem to a-, 
' broad based, technology-cum-re.suurce • 
ccntcied and sustainable farming system. | 
The tormcr focused on produUion from '< 
dcvelopcdiegioasintennsolinlrastnicture _ 
availability and lesouice endowments ! 
TTius the ACRPeoncictiscd the vision for 
a technology-cum-resouice driven sus¬ 
tainable agncullurc, whose ovemding! 
central pnnciple was n-source use effici-' 
cncy and inter generational equity as map- - 
ped over varying agro-climatic conditions ' 
The approach aimed at growth that was . 
driven by considerations of resource' 
coaservation, technological change and ; 
overall productivity improvement 
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’'I The lour decades ol agncullural plan- 
‘.(ing m the country, prior to the emergence 
ACRP as a sustainable alternative. 
IVicused variedly on extensive area growth. 
I ntensive application of inputs and reliance 
high productivity regions as well as 
iSroduciiviiy augmenting techniques 
‘>Vhile the country .succeeded in meeting 
Vilh tiie prime objective of nudonal level 
‘'ood .security, this was accompanied by 
liegative fall outs, most pnimincnt being 
*^nhanccd regional imbalances, neglect of 
‘•ain fed/resoua‘c ptxir regions and prob- 
*ems relating to soils, water logging, etc. 
lirising from the adoption u1 short-tenn 
^esoume exploitation measures. The ACRP 
Approach undei these circumstance has 
^.nade valiant etioits in shifting the empha- 
><i.s of agncuitural planning from intensive 
-agriculture to a pcrvasi ve knowledge-based 
tscientific agnculturc It has been demon- 
Ntrated that land and water resuuiccs 
{development in line with crop and allied 
lactivitics planning, Ihtough approaches 
Suitable to varying agio-climatic condi¬ 
tions can result in higher productivity and 
'efficiency 

* From 1950 1 lo 19Stl-81 thegrossemp- 
ped area as a percentage of geographical 
’’area rose from 40 to 5^ per cent in the 
'countiy At the same time imgated area 
' as a share ol gross cropped area rose sub- 
^stanlially from 17 to 28.7 per cent 'fhis 
'■was also coupled by an increa.se in the 
'coasumption oi feoiliser from 0 5 kg/ha 
' to as much us 32 kg/ha Pesticide con¬ 
sumption lose Irom 24.(XK) tonnes to 
‘ 45,000 tonnes ITcstabilisalion of natural 
' iesnurcc.s and ensironmeni was brought 
' forth by the cumulative phenomena of 
' enhanced chemical ii.se. salinisation. water 
logging and accelerated soil eiosion ffp 
to the VII Plan peruHl, X 5 million ha ol 
land was .subject to water logging and 13.5 
million ha suttenrd from prohlent .soils, 
encompassing saline and acidic soils 
Degradation of lesourccs increasingly 
revealed that disproportionate ct forts wei e 
needed to obtain high order outputs from 
a few areas ol re.sourcc concentration. 
Despite tlie tact that lixHigrains prtxlucti- 
vity as also output fiom agnculturc in¬ 
creased manifold, loiig-terni production 
efficiency was compromised PnKluction 
of foodgtains between 1950-51 tol98t)-8I 
jumped from 50 8 million tonnes to 129 6 
million tonnes. However tlic profits could 
he reaped only from tlie physically well 
endu wc*d regions The regional dif f crences 
in agncultuic development were further 
accentuated bt'cause of varying levels ol 
investment in rut at infrastructuic and tech¬ 
nological innovations Adoption of HYV 
technology leading to atipreciable gains 


in yield of rice and wheat was more or le.ss 
confined to Punjab, Haryana and western 
Uttar Pradesh. An analysis of incremental 
output from agriculture during 1970-73 
over that in 1962-65 revealed that about 
44.3 pet cent of the total incremental output 
was accounted for oy nniih-westem re¬ 
gion alone Uttar Pradc.sh and Punjab alone 
accounted for 35.3 per cent of the incre¬ 
mental output (Bhalla and Singh 1997] 
The most important impact of the green 
revolution technology was to bring about 
significant changes in yield level of major 
cereals in many regions. Growth rate of 
vield was quite high in noith-westem states, 
hut the performance of eastern region 
remained dismal, which continued to 
rcLord low growth in yield per hectare 
This has resulted in creating tremendous 
legional imbalances in agncuitural growth. 

Prisenily, the most efficient way to 
accelerate productivity growth would be 


through development and adoption of 
appropriate technologies. Aside from 
increasing factor productivity, diversifi¬ 
cation of agriculture towards high value 
commodities, conservation of natural 
re.sources and protecting the inti^ly of 
eco.systcmsateissuesofimminent concern. 
ACRP proposes to address these chal¬ 
lenges, in the presence of an adjunct strong 
technological suppon system for agri¬ 
culture. 

Agro-ciimatic planning approach has 
yielded regionally differentiaiedstrategies 
ba.sed on integrated area based solutions, 
rather than generalised and macro 
approaches. Its essence is utilisation of 
natural resource endowments, addressing 
the entire gamut of land and water based 
activities, for the attainment of sustainable 
development through resource specific 
farming practices. Strategy formulation 
under ACRP was determined largely by 


Tabu- FiKATTUirs ,Sii«KiF.sn.n In Oi’tnurrE xerciss 

Mrihixi/Stiaiegy 

■ntcgMlcd Wateisheil 
I)r\ct(iptiicnt 


Convciiun of problem u>il 
Groundwater exploitation 


Crop lalion.ilwation 

Kestni'l wiihdrawnl of groundwater 

Iifsilting and leiiioraiiun of tanks 

R.un walei harvesting through 
consiiuction of storage tanks 

Kain water Lonservation 
through undet ground storage 

Development of brackish water fisheries 

f’onvcn walei logged areas 
into fishery ponds 

Wastelands development for 
fuel, fodder and fruits 

Improvement of flood prone 
lands, "Lhaui” lauds 

Removal of watei longesiion 
through diainage, coniunUive 
use of tanal and gtuund water 

Development of livestoi.k and crop sector 
iniegmiion thiough fodder development 
and drinking water supply 

Dcvehipnicat ui sericulture 

Huttti'ulluie dcvelopnirnt 
along with floriculture 


Distnets 

Aliiiont, W Kameng. 

Purulia, Komput, Aurangabad, Jabalpur. 
Yavatmal, Ri|aput,Tumkur, Rangoreddy, 
.Sindhuduig, Coa, Shimoga, Andaman and Nicobar 

Etawah, Tichur, Krishna, Nagaon, Butandshahr. 
Bliaiinda, Tiiubhirapalli, Pondicherry 

Nagaon, Mtdnapur, 3amsttpur. Bulandshahr, 
Etawah, Purulia. Koraput, Jabalpur, Tuinkur, 
Tiiuchirapalli, Pun, Krishna, Pondicherry. 
R.uiinathpuram. Shimoga. 

Midnapur, .Saiiwstipur, Bhatinda, Kamal. Patiala, 
Purulia, Shimoga 

Karnal, Patiala, Mehsana 

Puiulia, Biiapur, Tumkur 

Jhahuj. .Solupur, Aurangabad, Rangaieddy 

Banner 

Midnapur. Knshna. Tnchur. Goa 
Pun 

Jabalpur, Solapur. Tumkur, Rangaieddy. 
Sindhudurg 

Nagoan, Midnapur, Butandshahr, Satnastipur 
Pun, Krishna, Samastipur 


Banner, Mehsana 


Nagaon, W Kameng 
Shimln, AimoiB, Shimoga 


Xoutie Ghosh. T K and S P Kashyap (1996), ‘Distnet level nanmag m India - An Overview of 
Agro-Chmattc Regional Planning Approach' in D N Basu and G S Guha (eds). Agro- 
Chmaiic Regutnal PUuinmg in ladui. New Delhi, Concept 
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ttw growth experience and constraints 
imposed by land and water resources 
[Ghosh and Kashyap 1996], TTie following 
table gives some key areas identified and 
strate^es recommended in the district level 
exercises. The wide and reprcsentanve 
range of problems and strategies sugge.s- 
ted in the broad area of land and water 
resources development are noteworthy. 
ACRP thus endeavours at comprehensive 
development of regions taking a holistic 
view of systems of crops, livestock, 
fisheries, horticulture, minor non-crop 
products, etc. The distinctiveness of the 
approach lies in stressing upon develop¬ 
ment differentiated by broad regional 
characteristics, but within the constraints 
oi finance, prevailing institubons and social 
imperatives The approach also subserves 
generation of pnxluctivc employment, 
income upgradation and a greater degree 
ol peoples’ participation in plan iormula- 
tion stage.s and implementation. By 
focusing on lowpnxiuctivity and marginal¬ 
ised regions and long-term productivity 
enhancing measures it encourages 
balanced regional development 

In a decade of its existence ArRP'.s 
noteworthy achievements have been tiie 
following. 

Creation of Knowledge Base 

(a) Underthe umbrcllaof Planning Com¬ 
mission networking of national organis- 
abons dealing with agnculturc and rural 
developmenthasbccncreated Thisamong 
others include Ministry of Agriculture 
(MOA), National Sample Survey Orga¬ 
nisation (NSSO), Indian Council of Agri¬ 
cultural Research (ICAR), Indian Meteo¬ 
rological Departmeni (IMD). (b) Con¬ 
stitution of Zonal Plantung Teams (ZPTs) 
under the ChairmanshipofVicc Chancellor 
of an Agnculture University in a particular 
zone, which ha*: brought to the fore agri¬ 
cultural scientists, along with repre¬ 
sentatives irom the Government, Agro- 
Economic Research Centres (AERC), 
banking sector, voluntary organisations 
and people's representatives in the for¬ 
mulation of area based plans and thereby 
developing stakes in its implementabon. 
(c) Setting up of Agro- Planning Infor- 
malion'Bank (APIB), which on pilot basis 
(two districts of Karnataka cme belonging 
to northern dry region and other to hills 
and coasul region), has created informabon 
base for agro-meteorological, economic 
and technical parameters and also quali¬ 
tative information that could be used by 
National Bank for Agriculture and Rural 
Development (NABARD), decentralised 
administrative system, government 
funcbonaries and ilw farming community. 


(d)Infomial network of scientists, planners, 
economists and other experts which has 
supported this endeavour through di.s- 
cus&ion meetings, short-term consult¬ 
ancies, special studies and re.search papers 
suiting the underlying philosophy ol ACRP 
approach 

The approach has two interconnected 
sbands creation of u.sahlc knowledge and 
iLN dis.srminution. While iUTs continue to 
be the heart ol the matter, contributions 
by oihercomponents of knowledge genera¬ 
ting system have helped the project in 
devising flexible, sequential and multistage 
package of land and water resource use 
Strategics, also integrating private invest¬ 
ment. The jVCRP methodology comprises 
of intcr-connecbng stages incorporating 
area profiles, analysis to arrive at issues, 
design of strategics for intervention, pro¬ 
gramme formulation based on prioritized 
strategies .Such plans subsume convci- 
gence ol lateral activities, finance and 
existing institutional structures This range 
of multi-stage output leading to ACRP 
plans was canted out for all the gciv 
graphical regions; 

- Zonal level the asonal level action plans 
aresumman/edasARPU'^ Working Paper 
(WP)No2“Agio-climatic zones' Profiles, 
Issues and Stiategies”. 

- State level programmes were redefined 
hy state level pnonties, summonsed in 
WP No .S, ‘ACRP at Slate level’. WP 
No 10, lrc.sh Irom the oven, updates data 
and strategy formulation for state.-: .sub 
rones. 

- Distnet level' detailed plans were pre¬ 
pared for .IS repre.scntauvc di.stncts. com¬ 
bined in WP No 7, ‘ACRP at Di.stncl level'. 

- Expcnmcntal Projects: Core resource 
use strategics suggested by Zonal Planning 
Teams (ZPT), and possibilities of 
internalising ACRP into the existing 
planning mechanism, are taken up for field 
le.sungat five IcKations, namely, Mchsana 
(Gujarat), Pun (Onssa), Purulia (Wc.st 
Bengal), ,Shimnga(Kamataka) andTnchy 
(Tamil Nadu) distr.cts. The projects 
addre.ss the ta.sk of removal of critical 
constiaints. as also augmenting rc.source 
pniductivity in selected compact areas, 
with the help of available or modified/new 
technologies. A well avoidinated project 
execution is designed to overcome intcr- 
departmcniat bamers that pervade the 
developmeni administration 

- ARPU Information Management 
System (AIMS) has been developed for 
providing area-specific information on 
crop and allied sectors, land use. water 
resources, details about human resources, 
agricultural inputs. The information base 
IS constantly widened and updated 


liocumentation and Dissemination 

Inadecade the ACRP project has geneilil 
ted a high quality research and knowtodfl 
base To di.s.seminate this knowledge btt 
and to iniemalise ACRP concepts withl 
existing planning tramewoik of India, th 
Agio-Cliniatic DiK'uinciiiatnm and Oil 
.stnmnalion Centre (ADOC) has been sql 
up as a part ol the Agto-climatic KcgioiU 
Planning Unit (ARPU) The cenW 
(.onducts activities like documentattoi 
training and internet publishing. i 

Since ACRP IS emphasising on botior 
up approach, there was a need to sensiti^ 
the grass nxits level people involved in a^ii 
culture AOIX' has taken up preparatioi 
of profile papers of slates which highligh 
local issues and strategics These profile 
are being published in vernacular andcircu 
fated widely SofarGujaiati, I iindifMadhy 
Pradesh, Haryana, Bihai), Bengali.Telegi 
and Assamese profiles have been publishe 
and pnniing work lor profiles in Onya an 
Kannada has been taken up. 

A newsletter Arpan (Agro-climati-^ 
Regional Planning Activities and NewsI 
has been initiated todis.scminate accumu^ 
taicd ARPU knowledge base to readers 
involved ik policy-making, admmisirationf; 
research and academic organrsations an^ 
voluntary .scctoi Arpan profiles similar 
knowledge pools and agencies iiivoiver 
in resource planning and also features b^. 
cx ports on rc.source based planning, develo-*^ 
pmcnl and innovations in agnculture 
tar four issues have been brought out t 

There was a distinct need to orient th^ 
government functionaries at the di.strict a^, 
well as .state level, who are iinpoitanf 
facilitatois in the agnculturc economy'i 
For such oiicntation. ircstitutionalisaunr, 
programme has been initiated in the stated 
of Assam. Bihai. Gujarat. Himachan 
Pradesh. Karnataka, Onssa, Punjab and! 
Tamil Nadu. While these institutional pro-'! 
grammes arc being earned out hy /anuu* 
agencies, ADDC has initiated a senes of 
training prugrammeson ‘ACRP Approach' 
to Land and Water Resource Planning’< 
These programmes aiver concepts and 
application of ACRP, local issues related 
to land and water rcsouices, mfrasuucture 
development and also the lole of informa- 
tion technology and renuite sensing inr 
planning. 

The extensive re.search, winch has 
shaped into one of the rarest knowledge^ 
bunks on ACRP is being di.s.seminated 
worldwide for initiating tiuitful dialogue 
and enhanced learning through the 
exchange of thoughts and ideas A web 
server lias beene.stablished at ADIXT which 
IS connected to the WWW via a Ku-band! 
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M VSAT. Information on ACRP is available 
at the addiess http;//arpu.guj.nic.in In 
IM future it has also been planned to deploy 
in spatial and non-spatial database aichivcs 
1 1 over the net 

ACRP has gained widesptead acsepl- 
iij ance. The recugnilion of centrality ol 
> agnculture lor raising incomes, employ- 
• incnl generation and poverty amelioration 
c IS expected to pose Iresh challenges lot 
f the ACRP paradigm In view ot the wide 
f variations in agio-climatic and economic 
1 ) conditions acniss the country, the recent 
,' plan documents acknowledge that a 
t generalised strategy lor agriculture is no 
: longer Iruittui. ‘Rugioiiaily ditierentiated 
, ( strategy’ lorachicving agricultural growth 
I, and equity, that takes into account agro- 
| .i economic, climatic and environmental 
. i conditions is the need ol the hour Emphasis 
' i> IS also laid on integrating the toixl pro- 
t< duction system with employment and 
k poverty alleviation obicetives. and on 
: focused attention towards hitherto 
I marginalised rain-icd regions, which con¬ 
tribute to nearly 40 per cent ol the total 
I agriculture output, lor productivity cn- 
< hancing incasuics l'.niianced flow ot 
resources lor exploiting the lull potential 
' ol north-eastern region's vaned natural 
4 resources is advocated 

ACRP has been iccogniscd/accepted as 
: the logical planning paradigm at the state 
I. and sub .state levels A large number of 
j .slates like, Assam. West Bengal. Orissa. 
) Tamil Nadu and Karnataka base 
internalised ACRP into their planning 
pnK'e.ss Other states arc also showing 
progres.sively greater acceptance of the 
nscummeiidations of ZPl's to attaiii ac¬ 
celerated. equitable and sustainable agri¬ 
cultural development This has found 
I rctleciion in the cnhiuiced investments 
I proposed tor the tcsource development in 
I the live-ycar plans ol Andhra Pradesh, 

. Gujarat. Kerala, West Bengal, Maha- 
I ntshtra, Tamil Nadu llns has been in tunc 
! With the .stratcgic.s .suggested by the 
I The ACRP cxpcriincntal projects arc 
I aimed at demonstrating the efficacy ol a 
prujectesed approach through well co¬ 
ordinated project execution The pioiccts 
have yicitied mixed ie.sults Targets m 
Meh.sana and Tnchy projects have ex¬ 
ceeded in a number ol thru.st programmes 
due to inter-agency coordination, meti¬ 
culous project planning and assured How 
of funds Non-governmental organisations 
and people's panicipat ion i n these projects 
was of a very high order. In Tamil Nadu, 
the success of the project prompted the 
government ot Tamil Nadu to replicate the 
“programme onieclamalion of .saline .aids” 
in eight other districts at a cost of Ks 40 


million. It is shown through the projects 
that convergence ol schemes and funds is 
practicable and a projcctiscd approach can 
indeed ensure rapid agricultural develop¬ 
ment In most of the cases the land and 
water resources augmentation objective 
has been achieved. The cxpenence has 
bnnight usclose to formulating a workable 
model, where existing institutional 
structure and objectives of resource aug¬ 
mentation can be finely tuned 
IIk’ 73id Constitutional Amendment has 
substantially widened the scope of ACRP 
as a ttx)l for decentralised planning. Local 
sell governing htxlies require scientific 
inputs tor cticcting holistic regional deve¬ 
lopment ol agricultural hinterlands Wc 
hope to build interactive mechanism with 
the decentiaiised development proce.ss 
The Planning Commission has made a 
maioi contnbution in the acceptance ot 
ARCP approach through prescription and 
persua.siuii This role has to continue 
Along with efiurts need to he mtensilicd 
foi “acceptance without imposition’’ at 
ditfeicnt layers of format and informal 
systems Training progiammcs by AUDC 
of ARPIJ have been enthusiastically 
received in Guiarat. Karnataka and West 
Bengal. Piaas are underway to deepen the 
training in states already euvered, as akso 
to cover new slates Also, spade work is 
undertaken loarrangc interactive meetings 
with pn)gre.ssive farmers and NGOs 
ACRP related research uptil now has 
laid emphasis on area based resource en¬ 
dowments and technologies The primary 
concern, theicfore, has been techno- 
ecoiiomic cxcrccscs dealing with resources 
tor different geographical entities. ZPTs 
and experts drawn I mm a wide network 
ul institutions have also undertaken region- 
specific studic.s for agnculture and allied 
sectors, income and employment genera¬ 
tion. and poverty alleviation. In the next 
phase the ACRP will have to reach out 
to understand the micro decision systems 
and help faimcrs to make then own plan.> 
for rural deveiopincnl (hat ensure equity, 
elliciencyandsu.stainability ACRP would, 
thcrclore, have to increasingly grapple 
with aspects relating to gender equity, 
specific categones of producers and less 
developed areas that possess considciabic 
untapped potential for growth. 

Small and marginal farmers dominate 
the land holdings in India. Introduction of 
high value added agnculture on small and 
marginal holdings and production oriented 
towards exportable commodities, can be 
bcnelicial lor raising a majority of cultiva¬ 
tors to improved living standards. Sup¬ 
portive .sy.stcms including lho.se for price 
support, intrastruclure and irrigation 


investments, credit, mariceting, etc, have 
to be geared to address the nee^ of small 
landholders.-^ This would also incorporate 
devising systems for land and water 
management which may be participatory 
and community based in nature. The ZPTs 
would continue to be at the forefront of 
analysing relationship^ross aze classes 
of farmers and suggesting appropriate 
strategics 

Liberalised global economic environ¬ 
ment tor agriculture development would 
enhance possibilities foriegional specialis¬ 
ation in production of commodities and 
adiversified production base - ancccssary 
prerequisite towards developing global 
competitiveness. In the coming decade, it 
IS envisaged that ACRP would a-ssist in 
redefining land use patterns, where neces¬ 
sary, based on comparative advantages of 
regions. It is essential to identify niche 
aicas of agriculture and allied sectors wheie 
the country pusses.ses potcniial/realiscd 
comparative aid vantage in tiu; wot Id market 
and evolve suitable strategics to reap this 
advantage Identification of long-term 
spet laitsation ol the detmed agro-climatic 
locales would encourage cost com¬ 
petitiveness 

The objective of attaining and maintain¬ 
ing fiKxi security, based on s<.*irsullicicncy 
in prixliiction. is not only of economic, but 
akso of strategic significance. A manage¬ 
ment system that assures availability of 
food, at national/household levels, even 
under adverse circumstances, would be of 
relevance even tl interstate trading/move¬ 
ment of goods and comnuxiities iscnsuicd. 
P(mkI security is a necessary prc-condition 
lot agricultural diversitication, and hence 
ACRP would need to take cognisance of 
(he related is.sue.s and supporting institu¬ 
tions, in Its future re.search activities. 

Certain regions have lacked growth 
momentum due to natural factors (eg. the 
north cast) or have received inadequate 
policy support (tor instance in the rain fed 
areas of peninsular region). In view of the 
vast differences existing in actual and 
potential yields of these regions, production 
enhancement is possible through sec4 and 
resource centred strategies. ACRP would 
increasingly address to the needs of the 
neglected and dilflcult area.s focusing on 
institutions that evolve and transfer location 
specific optimal solutions/ technologies 
A conscious focus would be on arriving 
at policies for future growth of regions, 
after assessing thetr agro-economic situa¬ 
tion and the level of agriculture develop¬ 
ment. 

Rural economy continues to be burdened 
with surplus labrar or as Dandekar (1993: 
A93) puts It ; “Agnculture has been treated 
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as a parking lot of the poor'l Occupational 
diversirtcation arising from interdepend¬ 
ence between farm and non-farm acti¬ 
vities iscrocial for employment generation 
and poverty alleviation Non-tarm acti-' 
viiies, such as. first hand agro-based pro¬ 
cessing, maximise value addition of farm 
output and profitability of cultivators and 
create employment opportunities in the 
rural sector ACRP would in future be well 
advised to identify areas having potential 
for farm-non farm linkages, particularly 
that benefit small, marginal and resource 
poor farmers in dry and backward regions 
The next decade ol its ACRP approach 
would also require vigorous involvement 
in information generation and dissemina¬ 
tion through inno vati vc mechanisms. Ways 
would have to he devised to Iraiisler ap¬ 
propriate technologies for crop and allied 
sectors, suited to vaiying agio-climatic 
and farming systems to the farmers and 
other agents of change dominating the 
agricultuic sector. A flexible approach for 
training would have to be adopted to target 
voluntary sector, panchayati ra| institu¬ 
tions. and tanners' oiganisations. winch 
hopefully would iorm the core of local/ 
aica based development initiatives In its 
role as a tixil foi indicat i ve planning, ACRP 
wouldcinpowerthc tanners' co-opcralivcs 
and panchayat bodies to emerge as etFicient 
market operators. Women - whose parti¬ 
cipation in Indian agnculiurc is substaniial, 
would receive iocu.sed attention in such 
training and disseminating exercises 
rraming women in resource conservation 
and management a.s also regeneration of 
wastelands, would be the highlight in 
future The Zonal Planiimg Teams, as well 
as the growing tratemity ol ACRP are 
uiiviiiaged to be increasingly involved in 
dissemination of ACRP's tenets 
It has been empirically ascertained, and 
noted m the preceding section, that elasti¬ 
cities of marketed surplus, with respect to 
non-price factors (vis-a-vis prices). that 
encompass agncultuie research and com¬ 
prehensive extension network tor genera¬ 
ting and extending efficient technologies, 
as well as improved marketing and infra¬ 
structure are substantially larger Non- 
pnee imperatives base growth inducing 
impacts on agncultural output Inacountiy 
such as India productivity raising and cost 
reducing technologies are more reliable 
instniments of securing agriculture pro¬ 
duction. ACRP research as of today, would 
continue to focus on non-price impera¬ 
tives that are essential for growth in a 
regionally differentiated manner. Once the 
technology-resource driven growth takes 
root under varying agro-ctimatic condi¬ 
tions. prices are expected to play an im- 


ponant role in the allooation of resources 
These trends would have to be careiully 
monitored It is expected that ZPTS, 
ARPU. APIB and growing ACRP 
tratemity would evolve into flexible and 
innovating systems and the Planning 
Commission, true to its support so far, 
would create conditions for this to happen 

Planning certainly has a role to play in 
an altered economic environment, which 
has to be on t'nc basis of realistic policy 
I rame work/mixlets forcconomy wide goals 
that have national consensus. Emphasis 
on n-gional resource ba.se approach can 
mistakenly be viewed as if there is inevit¬ 
ably a conflict between local or global 
(national) optimum ACRP approach 
though It wanis otf the dangers of hierar¬ 
chical imposition of targets and pro¬ 
grammes. and demonstrates possibilities 
ot pushing output generation trontiers 
through scientific resource management 
and resource retrieval, it ultimately has to 
have iclevance in a national setting. Pos¬ 
sible ways of integrating ACRP approach 
with national concerns can be worked nut 
For instance macro implications ot ACRP 
approach could be spelled nr the national 
concerns ciHild he mapped over micro 
spaces with due appreciation ot grass 
roots instilutional structures and resource 
availability Two approaches are not 
mutually exclusive and indeed could 
complement each other depending upon 
the planning problem. 

It IS possible to maximise zonal/.sub 
zonal objective function, for instance 
returns on land, subieci to consumption 
norms i/onal/sub zonal), land use con- 
siiainls and national trade policy or 
commodity balances at the national level. 
Ba.su and Cuba (1990.1994) have formula¬ 
ted a .senes ol such models The.se nuKlcl- 
ling exercises could also evaluate invest¬ 
ment and pnxiuction activities irom the 
viewpoint of society and environmental 
considerations. 

At the same time, it is possible 'o 
formulate farmcis' decision models These 
mcxlels will generally assess response ol 
tarmeis to given market prices of input.s 
and outputs and other constraints. Aggre¬ 
gation of these micro level responses will 
indicate the diveigencc between the social 
optimum and the sum of individual 
optimum. It will also quantify (through 
shadow prices) the elTects of removing 
some binding constraints for the fanners 
or of imposing ecological/cnvironmcntal 
restrictions Both models will have to be 
nin Iteratively to provide the feedback and 
linkages between tiu: decisions which arc 
economic from the viewpoint of society 
and those which are considered prontahlc 


for fanners Such iterative exercises 
suggest tlic required policy chiutges whin 
will eliminate the divergence betweej 
economic profitability and financtsj 
viability Further, these mrxiels will hav! 
to iiitcgiatc with the rest of the economy 
“In other words, the partial equilibria^ 
c\crci.se ol agncuitunil .sector will havj 
to be run oft iteratively with the ovmt 
cc'onomy model" [Bhatia I990J. There i!- 
also iHTcd lor explicit incorporation o 
i (unpuiali VC advanugc ot different region 
in the production ol vanous commodities 
and akso compensation package could b> 
quantified lor regions that .suffer due ti 
globalisation process 

111 

Concluding Remarks 

The paper examines the debate on rok 
ol prices in farm .sector growth, relcvano 
ol non-pnee factors and the context 
relevance ot ACRP in tlie altered poKc; 
environment Input subsidies are widel; 
considered to he pcxirly targeted, lead ti 
incxjuity and waste rc.sourccs. Given th 
tact that raising productivity ol cultivabli 
land in India requires heavy capital invest 
ments, subsidies us such appear to be 
shuit-.sigh(ed measure Yet. it must b 
realised that input and output pnee regim 
in the farm .sector can be introduced instant 
ancously, unlike inve.stnientsin irrigatioi: 
infiasiructuic. etc. that have constdcrahl' 
ge.statiun lag. Also. notwith.stunding ncei 
lor eltcclivc targeting, input suhsidie 
benefit not only the larmcr but ultiinatel; 
the c'on.sumers too The ncc*d is In re 
structure fcxid and farm input siih.sidies ii 
a way that overall agnculiurc develop 
ment IS not humiieied and also the intcresti 
of rural and uii)an poor arc protected. 

lavnurablc terms of trade foragncultun 
in latsing the overall aggregate productioi 
and thereby the marketed .surplus is givei 
to polemics. It appears that overall effec 
IS indeterminate, as w hile favoui abl; term 
of trade may induce marketed suipiu 
through decline in scll-consuinptioi 
utTHingst fanners, but the positive incom 
el Icct may induce nsc in sell consumptior 
Besides, resource spcciftciiy in Indiai 
agnculiurc determines the cropping patten 
lat more crucially. 

The new world trade order has the poten 
lial to induce considerable jgricultura 
diversification, provided that agncultur 
is treated as an cntei prise and suppoi 
policies are strengthened Caution is 
ed to safeguard the fiKKi sccunty in cas 
foodgrains arc exported ha.sed on compar 
alive advantage, or the substitution offooi 
crops IS affected It must be realised tha 
free trade links agriculture with unstabl 
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and declining global pnces for tropical 
products, and may not be associated with 
sustained private investments in the farm 
sector Free trade rarely has income and 
employmcni gaiiisascompulsory adjuncts 
In the lace of monopolistic natiiic ot inter¬ 
national trade, dominated by the advanced 
countries, freeing trade would adversely 
affect tin: resource poor farmers, parti¬ 
cularly in resouicc ronstraincd regions. 

Non-pnee factors continue to be more 
conducive lorushcnng in technical change 
in agriculture Gnveniment expenditure 
on research and extension appears to be 
the most important determinant ol total 
factor productivity Availability ot inputs, 
f devcsing cost effective and sustainable 
technologies torresouicc management and 
evolving siiiiabic cropping systems for the 
diverse agto-climatic situations, hold the 
centre stage in a bid to steer farm sector 
to the desired growth path. Given the 
limited private cnterpii.se on these counts. 
ACRP strategies ate designed to promote 
sustainable agncultum system that maxi¬ 
mise returns pci unit of land and labour 
*rhc appniach concretises the vision tor a 
technology-cuni-icsource driven agri¬ 
culture. who.se o vci ndtng cent ral principle 
is resource use cfliciency and inler- 
gencrational equity mapped over varying 
agm-chmatic conditions. “The country is 
bestowed with the .soils and climate which 
can enable it to teach heights ot pro¬ 
ductivity in a large variety ol commodities 
Its institutional support base is much moa* 
extensive and refined than, probably, that 
in any otherde vcloping country - be il the 
institutions ol input supply, ci^it. output 
inaiketing, technology generation or 
exten.sion lliea* is a political (on.scn.su.s 
on “giowlh wtih equity*' and shared con¬ 
cern on poverty alleviation" (Vyas, 1994 
A-6.tl ACRP re.seaa*li would continue to 
focus on non piicc imperatives that are so 
essential forgniwth in a a'gionally dtlfcren- 
tiated manner, as the cicdontials of pro¬ 
ductivity raising and cost a'ducing techno¬ 
logies have been proven lor securing 
agriculture production In the emerging 
scenario the planner is expected to alter/ 
modify his role rathci than give it up. 

Notes 

fhipcrpreNenieiidlthrliuld Russian Joint Senimor 
on 'Slate Kcgulotton veisus Market Forces in 
Transitional Cenmmues', organised by Cenlie 
for Studies in Social Sciences. Calcutta in col¬ 
laboration wiih Indian Council ot Social Science 
Research. December 10 and t2,19Vg The urga 
nisations a-piVKnted by the authors do not neces¬ 
sarily shore the views expressed in this p.iper ] 

I These iclorms lor rural linancial insulations 
(RFIsI would include 1 1) declare nioratonum 
on loan w divers, and to s oicsider other policies 


to leschedule delinquency nnsing of nouiral 
calaniities. (ii) iniioduce prudential nonns with 
a tune bound tramewoirk. (iii) infuse fresh 
equiiy-capiial for KFI, (iv) rousi enlarge and 
diversity then business, con.sidenng all the 
three sub-systems of agncultunil production, 
farm inputs and moiketing. and agro-markeling 
and pmcess'ing (Desai IW7 57] 

2 KUE in producing a commodity measures from 
the society angle the value of domestic 
■csources ihat arc needed to save or eani a 
rupee wotth ol foicign exchange by producing 
the relevant eommiHlity as an import substitute 
nr iiv an expunable 

.X For detailed accouni see Patnaik F (14%) and 
Piiinaik I! (14%. 1447) 

4 liie Agro-chinatic Regional Phuimng Unit 
(ARPU) was set up os a central support cell by 
Ihe Planning Commission al the .Sardor Paid 
Insliiule ol Economic and Social Research, 
Ahmcdabad The task of this unit is to provide 
cu-ordmoiinn tuthe aciiviiies earned out by the 
/Iris It has also been entrusted with the 
tu k ot undenuking/oulsourcing research 
suiting ihc underlying philosophy of ACRP 
approach, as well as developing on intcgrau-d 
inionnaiion system 

5 Wc may note "Ins also important to remember 
iImi It IS ihi’ peasani farmer, the subsistence 
tuiiiKT and tile small trader who lends slobiliiy 
lu (he system The ‘sinair has tremendous 
anmuni ot lesilicnce and uhilily to iaec ups 
and downs of the situations Big plonlalions 
and big curporaiions ok moie vuineiuble lo 
the market situation They may go bankrupt 
in the taee ol a pnee crash hui the small farmer, 
the peasant never goes bankrupt He keeps on 
producing soinelhmg from the land, maybe it 
IS only hn his own subsistence consumption 
Given a suppuitivc environment, be can achieve 
higli pioductivity He can even innovate Our 
oh)cctivc should be to strengthen him and to 
make him an agent ol growth and change*' 
fH.ishim 1498 665] 

6 Wc are graietul lo Prabbai Patnaik for 
sjgge.sting this point 
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_ SPECUL AimCLB g 

Conversions and Politics of Hindu Right 

SnmitSarfcar 


With the spread of liberation theologies, churches have been changing. Christian groups have been 
prominent in progressive movements. In the face of attacks, they have not retreated into sectarian or 
fundamentalist shells but have joined seiular. liberal and Left formations. It is this progressive aspect of 
contemporary Christianity that arouses the greatest anger and fear among proponents of hindutva. 


I 

Attacks on Christians 

POKHRAN blasts apart, it seems likely 
that BJP-dominated rule at Delhi might 
come to be remembered above all for the 
concerted campaign against Chnstians 
The Sangh pan var has always needed one 
or more enemy ‘Other’ to consolidate into 
an aggressive bloc the ‘Hindu community' 
which It claims to rcpicsent and seeks to 
constitute What is largely new is that over 
the past year Chnstians seem to have 
displaced Muslims av pnmaiy target 
Ihe epicentre, so far as the number oi 
iiicidcntsisconccmed hasbecnBFP-ruled 
Cjujarat, where already in August l^iFK a 
lact-finding team sent by the Nishant 
Tlieairc Group. Delhi, .saw many villages 
sporting the banner ‘Vishwa Hindu 
Panshad welaimcsyou to Hindu Rashtra’s 
village' The earlier attacks were widely 
spread out, and not confined to the Dangs 
tnbal area Particulaily gross incidents 
included that ol Samuel Chnstian, whose 
body was exhumed from Kapadvanj cem¬ 
etery (Nadiad distnct) on July 8,1998 and 
thniwn outside the Methodist church, and 
the attack on a century-old Chn.stian girls 
school at Rajkot on June 20. 1998 where 
amidst slogans ol ‘Jai Shn Ram', copies 
of the New Testament were torn out from 
the hands of students and 300 of them 
burnt By August 1998, the All India 
Catholic Union had compiled a list of 33 
incidents in various parts oi Gujarat, most 
ot them dunng the preceding six months. 
The targets were mostly Christians, but 
also included some Mdsitms - for they 
have certainly not been left off the hook 
altogether. Thus at Baidoii scores of shops 
owned by Muslims were burnt after an 
inter-religious mamage between a Mus¬ 
lim boy and a Hindu girl, and large num¬ 
bers of Muslims of Randhikapur 
(Panchmahals) and Sanjeli (Godhra) had 
to flee their homes following a couple of 
cases of similar inier-religious love af¬ 
fairs. (The Gujarat government's reaction 
was characteristic, and revealing; it set up 


a police cell to ‘monitor’, i e, harass and 
discourage, intcr-religious marriages. The 
same government has disbanded an earlier 
police cell that had been set up to investi¬ 
gate atiiKitics agaimit women.)' 

Tlicn, during Christmas week, no doubt 
to teach Chrcstians a lesson for having had 
the tcincnty to organise a most impressive 
pcdccful countrywide prote.st and .shut¬ 
down of mcssionary schools on Decern 
ber 4, there came the obvioasly concerted, 
planned attack on Christian Dangs. Be¬ 
tween December 23 and January 3. 24 
churches, three schools, and six houses or 
shops were burnt, destroyed or damaged, 
and nine Christian tnbals sullered serious 
injuries. “The only lights visible that black 
Christmas night, and the nights to come, 
were infernos of churohes IGon/alves 
1999]. 

Incidents in other states have been more 
sporadic, hut in some cases even more 
hunitying. On September 23, 1998 there 
was the gang-rape of four nuns at Jhabua, 
MadhyaPradesh BLSharma. formerBJP 
MP and currently central secretary of the 
VHP, claimed that this was a result ol the 
“angci ol patriotic youth again.st anti¬ 
national forces the direct result of con¬ 
version ol Hindus to Chnstianity by the 
Chn.stian pnests " The subsequent a.s.sur- 
ance by VHP gencial secretary Ginraj 
Kishorc that his organisation was not 
condoning rape did not improve matieis. 
for he demanded that “foreign missionar¬ 
ies should be nnnoved from the country 
[Hindu, Scplembci 29. 1998. The Times 
of India, October 1998).^ And then in the 
last we-‘kot January 19^ came the burning 
alive at Monoharpur, Onssa, once again 
amidst slogans ot ‘Jai Shn Ram’, oi the 
Australian incssionaiy doctor Staines and 
two of his children. Staines had left the 
comforts ot first world life to serve for 40 
years the lepers of this obscure village in 
India 

The sheci horror of the Staines murder, 
and the almost unbelievable fortitude, 
dignity, and deeply moving Christian 
forgiveness with which his widow received 


the news, evoked powcriul and widesprear 
emotional reactions both in India am 
abroad. “.Serve lepers, do not burn thoss 
who serve them'', ran the banner carriet 
by some school children at a prates' 
demonstration in Delhi on January 30 
1999 one ol many throughout the countty 
Quite unusually, the initiative tor protest 
lallics oltcn came from students generafly 
aloof from politics, as at Delhi college^ 
like Miranda or St Stephens. Fhe pnmfi 
minister claimed that he was hangin, 
his head in shame, and the intensity o; 
reactions seems to have forced a ccnaii 
retreat, for the time being But .scattei 
incidents of violence and intimidatioi 
are still being reported, and there an 
also signs that a systematic campaign oA 
lies and distortions concerning Christian^ 
IS being disseminated through leaflets' 
and brochures Some ol thc.se - usually 
those without press-lines - arc crudely' 
slanderous, and threaten open vioicneej 
against Chnstians Others present whal'j 
might appear at first sight cogent argu-] 
incnts against missionary activity, often] 
claiming to quote from lespcctcd national^ 
figures < 

l.et me give one example, from a pam-!] 
phlet of the more ‘.sober' kind ‘Seva ki^ 
aad me church ka shady antra' (church' 
conspiracy undci covet ol service), by 
Ravindra Agarwal {Hindu Manch Delhi,; 
Sivaratri, 1999), cames. very prominently! 
on Its inside cover, the Hindi translation! 
of a passage from Gandhi which seems’ 
to justify the current anti-inissionary cam-; 
paign. I cliecked up the relcrerice, and; 
found that it is there in the Mahatma's! 
Collected Works, Volume Xl-VI, pp 27-28. j 
noi IS the translation unfair. In an inter-' 
view dated March 22,1931 given u> Hindu, 
Gandhi apparently slated that if in self- 
governing Indian mis.sionarics kept on' 
‘’proselytising by means ot medical aid. 
education, etc, 1 would certainly ask them 
to withdiaw. Eveiy nation's religion is as 
good as any other. Certainly Imlia’s re¬ 
ligions are adequate foi her people. We 
need noconverting spiritually ’’The crunch 


./S 
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*fcome.s when we hiok al the entire article, 
which was first published in Young India, 
^ April 23. I‘)3I Here Gandhi began with 
this passage, hut went nn to add that ‘This 
' is whal a icpnrtcr has put into my 
mouth .All that I can say is that it is a 
'’‘travesty of what 1 have always said and 
^ held " lie offered a corrected version 
when; he explained that “I am. then, not 
against conversion But 1 am against the 
I modem methixis of it C'onvetsion nowa- 
^ days has become a inaitei of busine.ss. like 
^ any other "The nuxlifnations he made in 
f the rest of the quote are equally intcrc.st- 
I ing “Every nation considers its own faith 

* to be as good as that of any other Certainly 
> t the great faiths held bv the people of India 

^ are adequate tor her people India stands 
I" in no need 4)l conversions ftoni one faith 
I'' to another " As striking, and iitlerlv in 
I'' contrast to hindulva tenets is the list he 
(_ went on to otter of India's great'and‘all- 
1 ^’ sufficing'faitfis “Apait IroiiiChiistiaiiity 
I j- and Judaism Hinduism and its offshoots. 
IslamandZoroastiiatiisman'hvinglaiths" 
' Thearticlcendedwithacharactensticplea 
’ for “living fiiendly contact among the 
’ followers of the greai lehgions of the 
world and not a i lash among them “ 
An anil-Christian campaign in India 

* today necessarily has to base iist‘11 on the 
question of eonveisioiis This is in partial 
coiitiast to llindu-Miislim lelations. toi 
between Hindus and < 'hiistians there ate 
no memories ol communal violence or 
partition, nothing that really corresponds 
to issues like ‘go- korb.inr fcow slaughtei) 
or music btdore mosques that have sparked 
oft so many iiots at least from the IS9U.s 
onwaids ’ It is not at all accidental, there¬ 
fore, that the so-caltcsl mild lace of the 
BJP. Vajpayee, had lecouise to this ploy 
when he visited Gujarai |ust afterthe Clinsi 
mas buinings ol chuiches and called foi 
a ‘national debate' on conversions, thus 
adroitly hinting that Chnstians are ulti¬ 
mately tcsponsible for their own wiws 
And this, though C P Singh, director- 
gencial of the Gu)uia’, police, had cate¬ 
gorically (leelated on (fciober 6.1 y‘)K that 
the chaiges bt'ing made of forced iiitei- 
rehgious marriages and conversions were 
ha.scless. and that it was lather “the acti¬ 
vists ol the Vishwa Hindu Paiishad and 
Bairang Dal acti vist.s w ho were taking law 
into their own hands which posed a 
serious danger to pi'ace in (iujai at" | C om- 
nninaliiin Cornhai Id'iS] As for Staines, 
he had been a dottoi, not an oidatned 
pnesi, and could not have baptised anyone 
even if he had warned to A delegation of 
leiigious Icadi.-r; ol vunous aimniunities 
that went on a pilgrimage to Monoharpur 
ri'centlv lound that there was not a single 


Christian among the 80 inmatesof Staines* 
leprosarium IThampu IW]. Conversion 
through turcc evidently requires the com¬ 
plicity of .sections of the state apparatus, 
and. whatever may or may not have hap¬ 
pened cKeasionally under colonial rule, in 
today's circumstances - and most obvi¬ 
ously in the BJP's Gujarat bastion - it is 
clearly ah.surd to think that .such support 
could ever come the way of Chnstian 
missionaties 

Actually some intormalinn is available 
about who exactly is doing forced con¬ 
versions in Ihe Dangs “ since the past 
lew months, and more extensively in the 
III si lortnighi of Januaty, inbals (of Goghli 
and surrounding villages) were being 
bundled into )ecps and taken to the 
‘gaiamkund' (hot .springs) at Unai for a 
'shuddhikaran' (purificatory bath) Then 
they weie driven to Swami A.secmanand’s 
ashram to .state that they have ''econ- 
\erted' to Hinduism'"* 

Whur IS woirymg is the confusion the 
question of Chnstian conversions can still 
evoke, even among wcll-inicntioncd and 
piogre.ssive people. There am very lew 
who would not condemn the Staines 
muidei, yet this coutd he accoinpunied by 
something like a wtto iwc 'but' about 
conversions Thus even Swaini Agnivesh. 
well known champion ol .so many pro¬ 
gressive causes. welcomed Vajpayec’scall 
toi national debate, and. while stating that 
“individual Irecdoni is the key to the 
modem outiiMik". declared that he was 
“indignant at conversions” [Cominunal- 
iMii Ctimlmt I‘WO) The Hindu Munth 
pamphlet I have cited quotes with great 
glee a report ln>m Indian Express, Janu¬ 
ary 7. 1900, headlined ‘Gandliians blame 
conversions, seek total ban' The .staie- 
nicnl apparently comes Iroin two senior 
Gujarat Saivoday woikcrs. one ol whom, 
the X2-yeai -old Ghelubhai Navak, claimed 
that way hack in l‘J48 Sardar Patel had 
sent him to Dangs to counter possible 
Christian conversions there 

In logic and law alike, one would have 
thought, there is little scope lor doubt or 
conlusum here Article 25 (i) ol the Fun¬ 
damental Rights chapter in the Constitu¬ 
tion di'incs the ‘Right to Freedom of 
Religion' quite categorically "all pcisons 
arc equally entitled to Ireedum ol con- 
‘cicnee and the right freely fo profess. 
praeti.se and propagate religion" Propa¬ 
gation makes no sense at all without the 
possibility of convincing oihers of the 
validity of one's religious beliefs and 
rituals Freedom of choice, in icligion or 
lor that matter in politics or anything else, 
and therctore freedom to change one's 
beliefs. IS surely in any case integral to 


any conception of democracy. Conversely, 
conversion by force or is contrary 
to the basic principle of equal freedom. 

Yet. in an admittedly specific and iso¬ 
lated judgment, a Supreme Court judge 
defied common sense by declaring that the 
nght to propagate doc.s not iiwlude the 
nght to convert, and it is pointless to deny 
(hat doubts about this subject have come 
to be accepted as somehow ‘natural' by 
many. But it is always the ‘natural’ that 
stands in need of the most rigorous ques¬ 
tioning. and I feel that a little histoncal 
exploration might help. In what follows. 

I look first at the question of conversions 
and itschanging meanings and forms across 
lime, trying to investigate when, under 
what conditions, and how it became such 
a contentious issue. My closing section 
will come hack to current events, and ask 
why Ihe Sangh panvar has chosen such 
a tiny minority as pnme target, and what 
developments might he helping to make 
such targeting appear plausible 

II 

Conversions in History 

I £t me begin hv raising two preliminary 
question.s. one of logic, the other of sc- 
manlK's 

Whal conditions, or widely field as¬ 
sumptions. are necessary before conver¬ 
sions can bi'conic a contentious issue, 
arouse wide.spread and violent passions"’ 
Clearly, religious communities need to 
have become crystallised, come to he seen 
as having firm and fixed boundancs. .so 
that the crossing ol borders beconcs a 
dramatic. one-.shot matter Such devel¬ 
oped ‘c.immunity-consciousness’. how¬ 
ever. IS a necessary, but noi sufficient, 
condition tor the development of whal 
20th century Indian English has come to 
call ‘eummunalism' when, obviously, 
convulsions become controversial on a 
qualitatively higher scale This requires, 
not just the transition fmm ‘fuzzy* to 
‘enumerated' communities to which 
Sudipto Kaviraj drew our attention some 
years hack in an influential cs.say. t<ut the 
further assumption of inevitable, and 
overriding,-^ conflict of interests, -uchthai, 
in a kind of zero-sum game, the gain of 
one community is thought to invariably 
involve the lass of the other. 

If needs to be emphasised that this 
dhstinction between developed commu¬ 
nity-consciousness and communalism is 
importanl precisely because tendencies 
exist that virtually equate the latter with 
any lirmly-boundcd religious identity. 
Thc.se operate from two diametncaily 
oppo.scd points of view. Pnulip Datta has 
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lecently made the voy perceptive point 
that communalism is distinctive among 
ideologies in its refusal to name itself.^ 
There is rather the constant effort at 
identification with religious community, 
as well as. for Hindu-majontanan com- 
munalists. with nationalism. Consider for 
instance the very term 'hindutva' which 
literally means no more than * Hindu-ncss', 
but has come to be the self-description, 
from the mid-1920s onwards, of a much 
more speciHc and narrow ideolc^y.^ And 
here extremes sometimes meet, for if 
secularism gets equated with anti-rcligion. 
the implication b^nics that communai- 
ism can he countered only by exposing 
religion as ‘superstitious* or ‘irrational' 
Once again, in effect, ‘communal’ is being 
collapsed into 'religious community’ 
Operationally, such hostility to religion 
has been I are within Indian seculansm. lor 
here the term has really been synonymous 
with anti-communal policies and values, 
ratlici than being anti-religious or even 
particularly rationalist Anti-scculaiist 
polemic however frequently makes such 
an equation for ns own purpixses Para¬ 
doxically. when combined with rc|cctinii 
ol hindutva as within an influential cui rent 
intellectual trend. ‘Lonimunal' and 'com¬ 
munity' once again tend 'o get collapsed 
into each other, except that then a sharp 
dis|unction is postulated between ‘mod¬ 
ern’ and ‘picmodem’ communities. Tcli- 
gion-as-tdeology ’ as contra.sted to a some¬ 
what romanticised ‘religion-as faith' 

The sense ot outrage evoked by reli¬ 
gious conversion, thiidly, can be greatly 
intensified and made to appear much moie 
legitimate if the loss can be given a ‘pa¬ 
triotic'. ot 'national' colour This, ot 
course, has been the special advantage 
enjoyed by Hindu majontarianism, par¬ 
ticularly after 1947. Sangh parivar justi- 
ficalinns of recent outi ages against Chns- 
tians arc replete with instances of such an 
equation 

One needs to note al.so the very effective 
.semantic ploy througli which it has come 
to be widely assumed that Hinduism is 
near-unique among religious traditions in 
being non-proselytising conversion to 
other faiths therefore is a loss that cannot 
be recuperated, and so particularly unfair. 
I'his at firsi sight seems to fn in well with 
the common sense view that one can 
become a Hindu by birth alone, since caste 
(whether in the ’vama' or the ‘jati' sense) 
IS crucial to Hinduism, and your caste 
.status IS hereditary. But certain ticklish 
questions arise as soon as we enlarge 
the time-perspective: where did all the 
Buddhistsof ancient Indiago. forin.stance‘? 
And how did Hindu icons and myths spill 


over into Urge parts of south-ea.st Asia'* 
More crucially, one needs to recogni.se 
that, across centuries but in accelerated 
manner with modernised communica¬ 
tions. bialimanical Hindu rituals, beliefs, 
and caste disciplines have spread acro.ss 
the subcontinent and penetrated and sought 
to transform communities with initially 
very dilicient practices and faiths It has 
somehow become conventional todesenhe 
the pioccsses here by anodyne terms like 
'Sanskntisation' or ‘cultural integration', 
but they really amount nevertheless to 
what with other religious traditions would 
have been termed ‘amvcrsion’. There is 
also much historical data about the spread 
ol speiilic varieties ot Hindu traditions, 
like lor instance Chaitanya bhakti liom 
central and wei>tem Bengal into Orissa 
and ihc uplands of Jharkhand A whole 
battery ol terms was enveloped from the 
lute 19th century onwaids as expansion 
directed towards marginal groups and 
tnhals became more organised: ‘reclama¬ 
tion', ‘shuddhr ('purification’), ‘iccon 
vcision', ‘paiavartun’ (‘turning back . the 
term picicned by the Vishwa Hindu 
Panshad tixlay) Common to all these labels 
IS an tnsisienee that all that is being al- 
teiiipicd IS to bring people back to their 
‘natural’ stale which, tor all the targeted 
groups. IS always assumed to he being 
Hindu in a more or less sanskntised 
manner Semantic aggression can hardly go 
iuithei 

But if shifts in religious allegiance are 
obviously nothing new. their forms are 
likely to have changed over time The 
pieci.se meanings ol ‘conversion' need to 
be histoncised. 

'fhe thnisi of much recent historical 
work has been towards the destabilisation 
ol a.ssumpiions ol continuous, firmly 
bounded identities This is in significant 
coniijst to the bulk ol earlier liistono- 
grapliy. which had tended to esscnliaiise 
terms like Hindu or Muslim, and then 
gone on to emphasise cither Ihc moments 
of synthesis, or (in the communal variant) 
perennial eonllict One need not go as lar 
in the questioning of pro-colonial identi¬ 
ties as .some colonial discourse analysts 
would want to agree that the absence ot 
modem conunuiucational networks (dc 
vclopcd loads, railways, -telegraph lines, 
the pnnting press, etc) must have greatly 
hindcrcu the formation ol stable and tight 
countrywide religious blocs. Trends in 
medieval Indian scholarship seem to he 
moving in a similar direction, through a 
more ngomiis probing of the ihetoncal 
aspects and precise implications of texts 
than at first sight seem to indicate a high 
level ot religious conflict and persecution 


(Selective 19th century translations firoa 
.some of these, notably by Elliot apn 
Dowson. had greatly contributed M 
communalisaiion.) rhusPcisianchionicies 
boasting ol wars against infidels and 
desecration ol temples - nr lor that matteC 
a text like the Vilasa copperplate graid 
dcsciihing III lurid but highly tormulak; 
terms the Kaliyuga ushered in by 
Muhammad bin Tughlaq's dcstiuctitui of 
the Kakatiya dynasty in Andhra - aie 
being recognised to have been in pari 
legitimising devices. (The .same temples, 
loi instance, .seem to be gening destroyed 
again and again, as Romila Thapor has 
shown lecently in an us yet unpublished 
paper about Somnatli > Again, ‘Hindu* 
texts, in .Sansknl or regional languages 
like Tclegu. use. overwhelmingly, ethnic 
rathcrthaii religious termsiTurushka. most 
commonly) to describe the kingdoms and 
amiies we have become accustomed xinqic 
the 19th century to call 'Muslim'."* All 
this diK's not mean, ot course, that there 
were not many instances ot coiilliets aiK 
acts ot violence and persecution wholi) 
or partly ‘religious' (ihougheventhe mean¬ 
ing ol that term is not entirely tiarcsparcnt. 
or impelMous to change), amidst much 
everyday ci'K-xistence and co- iiiingling of 
practices But thcirgcncrulisation into mass 
communal ideologies with a subconlinen- 
tal leach was unlikely 
in an important di.seussion ot jiixh esses 
ot Islamisation in medieval Bengal. Eaton 
has tried to draw out the implications of 
this relative ab.sencc ol finnly-hounded 
eoinmuntlies loi the question ot leligious 
conversions U.se ol the term itscll. he 
aigues. becomes "perhaps misleading - 
since It ordinarily connotes a sudden and 
total ti ansloi mation”, whet cas Ihc changes 
could have “pioccedcd so gradually as to 
be nearly i mperccpliblc” lake other secu- 
lai-niinded historians. I:alon (1994:269) 
rejects the tlieoiy o( large-scale loicible 
conversion, since the- regions that h :canie 
massively Muslim - Ha.si Bengal and 
western I^njab - were akso those lurthest 
away frqm major centres ot Muslim po¬ 
litico-military power He discounts also 
the view that Islam ailraeied converts troni 
lower castes primarily by virtue ol its 
egalitarian tenets, lor these wcie also the 
areas where biahmanical penetration, and 
iherelorc stiuciurcs ol caste oppression, 
had lieeti relatively weak By implication, 
Eaton's account draws attention to tht 
possibility that in laigc parts ol the .sub¬ 
continent, rertainly in medieval times and 
to a considerable extent even today, the 
great religious traditions have bcenexpand- 
iiig at the cost, not so much of each oilier 
as in relation to a multitude ot local cults 
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ur practices Conflicts in premodern times 
would have been considerably reduced. 
IM fuither, by the slow, phased natun* of the 
11 transition. Here Eaton (I994.113-19, 268- 
11 90)distinguishes three heuristic moments. 
^ of‘inclu.siun’orislamii cult-1 igures within 
,4, the local cosmologies, ‘identification* oi 
y, some of these with indigcneous objei. ts of 
1 worship, and finally (and perhaps often 
c mainly in the 19th ccntuiy), ‘displacement’ 
I through which Lslam became ‘puniied* 
h through reform or purging of non-Islamic 
it beliefs and practices One might add that 
, * pre-colonial ‘conversion* was probably 
' t not so much a matter ot individual ai^ 
I one-shot choice, as oi slow changes in- 
, p voiving an entire gioup. family or kin.ship 
ti network, or l(x:al community - which 
^ .i wiHild once again reduce the potentials tor 
conflia. 

, I Three major changes, roughly from the 
'h latter part of the I9ih century onwards, 
I seem particularly relevant tor undei stand- 
. 1 tng why conversions started becoming so 
' I much more comtovcisial. 

I The first was the tightening of commii- 
I nity boundaiics. theie has coins* into being 
, I a broad consensus about this among his- 
^ tonans. despite continuing ditlcrcnces 
r regarding the extent of novelty iiisolved 
I heie, or in the precise sscighmg-iip of 
I causes '' Within the broader framework 
} of developing politieo-admini.stralive. 
i: economic, and eommunicalional intc- 
i gration. particularly iniponani inputs prub- 
I ably came from colonial law, and from 
census opcraiions In matters of so-called 
I 'personal' or ‘family’ law, the Biiti.sh had 
I decided in the 1770s that they would 
I administer according lo Hindu oi Islamic 
I sacred lexis and m consultation with 
I hiahman pundits and Muslim ulema, dil- 
r ferentially, in other words, lot the two 
f maior religious iiadilions In many evety- 
I day situations, thc'eforc. one had todcclaie 

j onc.sell a Hindu oi Muslim (or a inumher 
I ‘ol any of the other religious c oiniiiumlies 
r that had come to develop ‘pei sonaf legal 

i systemsofthcirown) Whilesupcrticially 

I not dissimilar to Mughal practice, there 

r was a sigiii fleam change in.solai as Mughal 

I courts had ncvui ined lo penetrate deep 

i into lower levels thiough the kind of 

I systematic hierarchy ol appellate junsdic- 

) tionsthatBnti.shruledevciopedovertinie 

I Disputes must have been often decided at 

I local or village levels according to diverse 

I customary standards that would have had 

I little to do with textual tor 'religious’) 

; principles. Colonial 'personal' law 

1 centralised, tcxlualiscd. made operation- 

I ally much shamer the houndai ics between 

religious communities and probably en¬ 
hanced also to a .sigiiiiicant extent the 


influence over the rest of society of high 
castes and Muslim elites. 

The impact oi the census from the 187(^ 
onwards is more obvious, and has been 
repeatedly emphasised in recent academic 
discussions Ceasus operations necessi¬ 
tated the drawing of sharp di.stinctions, of 
religion, caste, language, or whatever else 
the administrators had decided on as 
worthy of being counted. Enumerated 
communities made for mutual competi¬ 
tion. complaints about unfair represent¬ 
ation in education, jobs, adintnistmlion or 
politics, stimulated fears about being left 
behind in numbers games. That census 
procedures often involved the imposition 
of onlei. ratlier than simple recording of 
realities on the ground, becomes clear, for 
instance, from the amusing instance in the 
1911 census of a 3S,()00-slrong commu¬ 
nity of'Hindu-Muhammadans' in Gujarat, 
so termed by a Bombay census supenn- 
lendcnl confounded by the incxlncablc 
combination ol multiple practices, beliefs, 
and even .sell-dcrinilions. The latter was 
pulled up sharply by lus supenor. cemsus 
commissioner E A Gait, who ordered the 
kK'alioii of “the persons concerned to the 
one religion or the other as best he could” 
K'ensus 1911 118]. 

Colonial modernity helped to tighten 
community bonds it has been less often 
noticed, however, that it also stimulated 
forces that made them more fragile What 
was coming into existence by the late 
19th-eaiiy 20th century was a situation 
conducive lor the growth of not one, but 
many communily-idenlities - religious, 
caste, linguisiic-icgional. anu -colonial ‘na- 
tKinal'. class, gender, in interactive yet 
ol :n confliciual relationships with each 
other Among the many menks ofPradip 
Oalta’s just-published work (1999.9) is 
the way he has been able to bring togctiier 
these interlocking narratives, in an effort 
to view “communal iormations.. as part of 
a field in which they have lo perforce 
relate to other collective identities (other 
than Its binaiy in 'Hindu' or ‘Muslim*), 
such a.sc'las.s, gender, orca-stcaffiliations" 

Signs can be discerned, thirdly, of the 
beginnings of a discoutse of individual 
rights The direct influence of western 
liberal and radical ideologies, while not 
negligible, was no doubt coiifinud to 
relatively tew, but there was al.so the fallout 
from certain institutional developments. 
Colonial justice, while shoring up rcli- 
giously-dcfincd community norms in 
personal law, simultaneously enlarged up 
to a point “the freedom of the individual 
in the maikct-piacc” in land and commer¬ 
cial transactions [Washbrook I98l.650| 
Bntish Indian definitions oi criminal 


liability,loo,canietobecheoieticaUy based 
on notions of “an equal abstract and 
universal legal subject-though once again 
only to a partial extent for there were 
many accommodations in practice with 
existing social hierarchies [Singha 
1998: viii]. Equality before the law, prom¬ 
ised in much-cited official documents like 
the Queen's Proclamation of 1858, was 
often severely tampered by white racial 
privilege. But then promises simulta¬ 
neously held out and broken tend to whet 
appetites, and such a dialectic came to 
operate, though ot course in widely dif¬ 
ferent and at timcsevencontradictory ways, 
both with respect lo attitudes towards their 
foreign overlords of a growing number of 
Indiaas, and lowei caste (and/or class) 
resentments about indigenouus hierarchies 
ol privilege and exploitation. 

Even more significant initially, perhaps, 
were developments relating to gender It 
has been aigued recently that the 19th 
century legal reforms and debates aroupd 
women ('sati', womcn'scducation. widow 
remumage, age of coasent polygamy) 
mav have been significant above all for 
their unsettling effect. The concrete 
achievements ol social reforms were not 
very subsijtiiial, but. along with the in- 
tcn,sc debates around them that became 
possible though the coming ot piint they 
did coninhulc to a “destabilising and 
piobicniaiising lof] the old ordei” Fur 
legality now clashed with religious pre¬ 
scription,’^ a small hut growing number 
ot women took lo education violating 
customary prohibitions, and even coaser- 
vati ve dclendcrs ol the old rules and norms 
had to use increasingly a new language 
of the woman's own consent Indian 
refunmst etturts at social change through 
colonial legislation, though much resented 
by many nationalists, helped to constitute 
“an exccs,<i that gave the woman, at lca.st 
noUonally, a sphere of personal rights 
outside the rule ot the family and com¬ 
munity.”'-' 

1 am arguing, then, that the heightened 
late- and po.st-colonial tensions around 
conversions have to be related to commu¬ 
nity borders becoming simultaneously 
hanler and more vulnerable Lei me try 
to illustrate through a few sample lastanccs 
ol conflict (or its absence^ relating in the 
main to Chnstian conversions. 

Whi le Christian prosely tisation through¬ 
out tended to focus pnmaiily on tnbals 
and lower castes, the Scottish missionary 
Alexander DulTm the Bengal of the 1830s 
and 1940s tned out an alternative strategy 
of targeting elite Indians through higher 
education, public debates and individual 
contacts. 'IlicrB were some spectacular 
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individual conversions in upper caste 
households, like Krishnamohan Baneiji 
and Madhusudan Dutta. and in I84S a 
nuyor coiUroversy burst out in Calcutta 
around Umeshchandra Sarkar and his wite. 
aged 14 and 11. defying family elders to 
become Chnstians The sharp differences 
in educated high-caste Calcutta stmety 
around social and religious reform (not¬ 
ably the ban on widow immolation) were 
suddenly forgotten as Radhakanta Deb. 
leader of the conservative Dharma Sabha, 
Debendraiiath Tagore, inheritor of 
Rammohan's Brahmo mantle, and even 
the Deru/ian Ramgopal Ghosh joined 
hands to float a Hindu Hitarthi Vidyalay 
to lescuc education fiom the clutches ot 
missionaries. The terms of argument as 
defined by Akshoykumar Dutta. Brahmo 
editor of Tattvahttdhim Fatrtka with a 
considerable ratinnali.sl reputation, were 
particularly intere.sting "Even the women 
within the household have staited to turn 
Christian! Will we not wake up even after 
this terrible cvent">” [Chakraharti 1^161 
Individual conversion was felt to he a 
thicai to family order Resentment and 
tcai among piopertied Hindus was com¬ 
pounded in 1850 by the passage of the 
Disabilities Removal Act which sought 
to piotcct the right ot inheritance ol 
converts 

Throughout the I ‘ith century, there were 
numerous polemical c ncountcis between 
missionaries and Hindu or Muslim spokes¬ 
men. in public debates as well as thniugh 
the press These could he full of theologi¬ 
cal rancour and verbal violence, and yet 
were not. {lerhaps, all Uiat qualitatively 
diltcient from what in today's perspective 
would b'* termed intra-community debates; 
the 'shastratha’ of bialiman pandits, orthe 
'hahas' among Bengal Muslims.Unlike 
the bulk ot 2(Mh century communal dis 
courses, such po^■nlic^ had an intellectual 
content, turning around questions of re¬ 
ligious dtK'trines or pi actices Tliey were 
not as yet mere appt*als (or unthinking 
community solidarity, whipped up through 
emotive enemy images Instances would 
include Vishnuhuwa Brahmachari's anti- 
missionary lectures on Bombay Back Bay 
beach between January and May 1857, or 
the encounter between a particularly ag¬ 
gressive missionary. Cat! Pfanzer. and 
Wazir Khan, graduate ot Calcutta Medical 
College, in Agra on the eve of the 
Mutiny.'^ But the polemic with the most 
tar-reaching (and long-lasting) conse¬ 
quences was undoubtedly that launched 
by Dayananda Saraswati in Chapter 13 ot 
Satyartha Prakash (1875). This combined 
senous logical argument (lU their best 
somewhat reminiscent of Rammohan’s 


critique of Tnnity and Original Sin) with 
an emergent anti-white, and-coloniai tone* 
“If a white man kills a black man. he is 
for the most part declared not guilty and 
acquitted. The same must be the justice 
administered inparadise". Dayanandaalso 
raised a question as to what kind of lace 
the personal god of the Christians has. 
“White like European? Or black like 
African Negroes'*" Yet there was also a 
clear patnarchal-cum-class dimension to 
much ol this polemic. Thus belief in 
immaculate conception could lead to loss 
of control over women - “Any viigin who 
happened to conceive would give out that 
.she conceived Ihniugh god" Dayananda 
was angered both by the St Matthew 
passage predicting sons rebelling against 
tathers tor the sake of Jesus, and, even 
mi>re, by (he image of the camel and the 
needle’s eve '** Christ to him was a mere 
carpentci's son, living in a 'jungicc desh', 
a ulid and pwir country- "This is why he 
prays foi the daily breasT' (Jones 19921 
At a diitereni and more obscure level, 
spread ot Christianity among peasants 
(K-casionully aroused zamindar lK>.stility 
Landlords seem to have felt that converted 
tenants heianic less amenable to their 
demands, lor in missionanus they had 
found an ulieni.'itivc source ol authority 
.md patronage Cultivators and lisheimen 
ol Rammakolcboke, a village to the .south 
of Calcutta, were fined Rs 10 each in the 
laie 1820s and beaten with shtK’s by their 
zamindai forlurningChnsuan. There were 
cla.shcs III 1840 at Bohirgacchi near 
Krishnagar (Nadia), and in a Barisal vil¬ 
lage in 184fi Hindu zamindars seized the 
lands, iniplemeiKs. cattle and even clothes 
ot 29 Christian tamilies and destroyed 
(heir huts The converts had to take shcltei 
among Muslim neighbours [Otidic 
1979 n4-l(i) Diligent work on mission¬ 
ary archives and local official records 
would piobably icveal many othei in¬ 
stances The missionaries were no doubt 
motivaieri ptimarily - and in many cases 
perha[H» solely - by desire tor conversion, 
and would not have been pro-pcasani oi 
socially radical on principle. Their pres¬ 
ence could still be a resource for the undcr- 
pnvilcgcd. as lor instance when French 
Catholic missionaries ol the Pondicherry- 
based SiKictc des Missions Elrangcres 
helped agricultuial labourers beaten up by 
landlords in a court case at Aliadhy in 
1874-75, an iiK idcnt which seems to have 
stimulated a wave of mass conversions in 
that area (Bugge 1997:105]. It needs to 
be added that there were occasions when 
missionaiy lobbying provided important 
inputs III moves towards pro-tenant legal 
reform, as in the run-up to the Bengal 


Tenancy Amendment of 1859, or in eidy 
2(Xh century ChhotaNagpurwtieie accord^ 
mg to the ceasus report of 1911 “lb# 
agrarian legislation, which is the Magm' 
Carta oi the ahnnginai, is largely due to 
their intluence”. 

It is true that there can be a nationalist 
position, absii acted irum consideraliotu 
of .scxTial (ustice, which might find in such 
pio-pc'asant missionary interventions evi¬ 
dence only of clforts to consolidate co- 
lotiial powci through dividing the Indi¬ 
ans But then what are wc to make of 
a suhstaniial section ol loicign mission¬ 
aries in Bengal duiing the IKSOs, headed 
by Reverend Janic.s Umg. who took a 
public stand against fellow white indigo 
planteis before and during the ‘Blue Mu¬ 
tiny'? Long even went to jail, accepting 
responsibility lor publication of the 
English version ol Dinabandhii Mitra’s 
play Nefl-Dari>un exposing the horrors of 
indigo - which had been translated by 
anothei C'hnstian. Michael Madhusudan 
Dutta I Xing has lK*cn deservedly iininor- 
taliscd in Bengal lolk inemor) by a popu¬ 
lar ditty. 

The mdigo monkeys have hc'en mining 

golden Bengal 

Hansh died betoie his tunc, louig has been 

<«nt to )ail 

Prior to around the tum-of-the-century. 
riirislian pncselytisation among the poor 
- a.s disuiict irom the rare but spectacular 
conversion ot prominent men - dc)e.s not 
seem to have become u c enttal up|H*i caste 
(urashraf) intelligentsiacoiiccm Muchol 
the rxpan.sion. in ihc 19th centuiy os well 
asoflcii laici. was in outlying areas, largely 
untouched by inamslreuni Hinduism anil 
Islam Thi* element ot competiuon and 
contlict entered iiiucli lutei. with Hindu 
'reconversion' el forts In an imeiie.sttng 
analysis ot Christian conversion in 
Nagaland. Richard Eaton .suggested that 
this could even provide a "paradigm of 
how previous aboriginals ol India nnght. 
in cat her epiK'hs, have accuhuraied to 
Hinduism, Buddhism or Islam'' As he 
argued later about medieval Bengal, the 
(ole oi political cocicion .sc-enis to have 
been negligible, despite the racial alliiiuy 
between niissioiiaiics and colonial rulers. 
The great leap in Naga conversions took 
place alter independence, and there is aLso 
a significani lack ol correlation between 
prcsciiccot foieign missionaries and .spread 
ot Christiaiiity Much moic decisive was 
the asscK-iation of Christianity with the 
spread ol literacy and elfectivc nuxiem 
medicine. proce.s.scs that wcic greatly 
occclctated from the .second woilJ war 
and the Koliima campaign oiiwuids The 
missionaries came as "eniissanes oi the 
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high culture of (he plains bringing the 
written word to tlie forest", in a region of 
shifting cultivation, no written .siript, or 
town life - not unlike, in other parts of 
the <(ubcontinent earlier, brahimns, Bud¬ 
dhist monks. Muslim )iidg('.s and holy men 
There weie in addition elements of skillul 
adaptation ot Christianity to indigenous 
traditions, cstablishin}; links with existing 
Nagu notions of a sufia’nie divinilv. loi 
instance - once again a parallel suggests 
itsell with pnx esv's of sanskiitisiiig' kind 
(ibid 32.4ti 

The Iasi qiiailei ot the I 'Jtli eentui v was 
maiked by a suigc in the number ol 
Chnstian eonvetsions so much so that it 
has been described in mission hisloties as 
the era ol “mass movements" Whole 
families, villages or sub-easies came ovot 
en masse in a manner that possibly le- 
dueerl the aspect ot conllici at local levels, 
but heightened learsebewhcre Repealed 
amines could have h.id something to do 
with this - the phciioincnon of rich 
Christians’, icliol woik by missions ac- 
compumed by haplisms at linu'sol small 
chilclicn. wliii h embaiiasscd many (’hri.s- 
tians at times But. in 'Oitk* areas at least, 
Iheie weit also links wilh lowci caste/ 
class disconient. as among the pariah agri- 
cultiiial labourers otCliingli'pul and noith 
Areol III the eatly I X‘)i is wheie Melhodisi 
and F’rt'c('hiiic hol Si.oiland inissi(iii.ities 
actively tostereii clients ai empowenneni 
diteeied against oppiessive miiasidais 
[Oddic l‘)7') I2t!-4h| IX'vcIopnumls like 
lhe.se iiiav hase had something lo do with 
Visckaiiuiula's powmliil pli'as. in course 
ol and altei his navels in s.mth India lot 
uphtimeni of untouchables - csiih which 
he often linkect tik' danger .nheiwise ot 
('hrtslian conversion 

riiicc' piiKcs.ses bc'p.in coming togeilaa 
from at (Hind the turn ol the century to t aise 
high-caste Hindu icais about eonvcision 
lo a quulitativelv hiulier level I'lie com¬ 
petitive logic ot iiuinbeis made possible 
by census enumeiatum aequiied greatei 
saltency tbrouch tlie gradual spread ot 
represontaiice insiitiiiions In regions 
wheie ihe ni.)|or religious cominuniiies 
had bevn revealc'd by census opeiations 
to have loughlv equal numbers (like 
notably. Bengal and I'unjab), even small 
changes Ihiough conversions came lo he 
perceived as ominous There were in 
addition clear sign.s ot a lapid growth in 
lower-casie airimtaiions. in pait .stimu¬ 
lated by the census bid in HK)I tolivcaste 
rankings Theic was a quantum leap in the 
numbei of easie asscHiaiions atid of pub¬ 
lications b\ Ol mi behalt ot lower caste 
groups -.eoking in the main upward 
mobility III a ‘Sanski ilising' kind, hut akso 


going in at ttme.s for quite a lot of anti- 
bnhmanical and anti-castc rhetoric. An 
additional input was provuted by British 
dividc-and-nile moves like Gait's abortive 
.suggestions in id 10 to list .separately in 
the coming census lower castes denied 
brahman .services and entry to temples 
The resultant compound ot re.scmment 
and anxiety was best articulated hy II N 
Mukhetp's very influential text, liuutux 
A Dsinn Rate (Calcutta. 1909), which 
skilfully used some census data and pre- 
diclioiis to develop a horrific vision ol 
Hindu decline as contrasted to Muslim 
gtowib and strength [Dutta 1999: ch I, 
.Sarkar 1977 ch 9. 1999) 

Mukhei}! pinpointed subordinated ca.stes 
to he the Achilles' heel ot Hindu society, 
and his suggested rc'mcdies amounted 
ihetelore to a kind ol organised and lim¬ 
ited Sanskriiisaticm Irom the top at 
biahnianieal initiative. In practice, pai- 
tii ularly in noithern India as .spearheaded 
by the Arva .Sama), the concrete response 
lo the Icai ol det'linmg numbers so vividlv 
expressed bv Miikhern look the lorni ol 
the 'shuddhi' movement to 'purify' oi 
‘rcconvcif marginal groups Social 
uplifiincMU efforts, which in strici logic 
could have he'd) directed towards all sub- 
ordinalcd lower castes and untouchables, 
beiamo in practice cxcrei.scs in (xilicing 
and miHiitying ihe binders hciween reli¬ 
gious communities The major targets lo 
shuddhi - the Rahtia Sikhs aniund 1X99- 
19(K). the Malkana Rajputs ot the Mathura- 
I'arrukhabad region immediately alter the 
collapse ol the iion-co-opcraliuii khilalat 
movrnicni in 1922 -- beiaiiic prcci.scly 
gioujis among whom syncieli.stic prac¬ 
tices had Ih'cii most prominent.*'* and 
‘shuddhi sangathan' in tandem with then 
Muslim ci.untcTpaits, 'tahligh' and 
‘tan/iin', became a principal source of 
acute Hindu Muslim tension and violence 
in ihc mid-l92()s 

It Sikhs, initially, and ihcn on a far more 
intensive scale Muslims, wsre the domi¬ 
nant ‘Others' oi shuddhi, Christians were 
mil being entitely luigottcn in this last- 
developing Hindu communalist discourse 
which was simultaneously tending to build 
bridges Vtwccii rclorm-onented Aiyas 
and ihuir old, at one time very hitter, 
Sunatanist rivals. Danger ol Christian 
cinvcision in the wake of missionary 
famine relief woik had been one factor 
behind (he Arya interest in the Rahlias. 
treated as virtual out-cjste.s by other Sikhs 
(Joidcns !9Kl-.‘52-.‘»31 A central text ol the 
mid-l92()s shuddhi niovcmenl, Swann 
Shraddhanaiida's Hindu Sangathan. The 
Savioiit of the Dving Race, while lul- 
somely acknowledging indebtedness to 


Mukheiji in title and initial chapter, 
modified the latter's thesis through giving 
far greater centrality to convention as 
central cause of Hindu decline, and by 
somewhat unexpectedly giving almost as 
much space to Chnstians as to Muslims 
in Its polemic. Conversitm in any case had 
to be made into the key gnevance in a 
' movement directed towards ‘reconverting' 
through punfication, and Shraddhananda’s 
chapter entitled. ‘I'he Causes of Decline 
in Number' announced, in bold headlines, 
"the first cause" to he the “conversion to 
other religious faiths" Sections followed 
about Muslim and Christian conversions 
by ’lorce' and 'means othei than force', 
wiih the author trying lo use a hit of intra- 
Chnstian polemic lA German Protc.stant 
diatitbc against Jesuits and the inquisi¬ 
tion) to establish his argument about 
Christian coercion and tnckciy. (Not Ux' 
convincingly, it must be admitted, since 
all ihc instances are confined to I6ih 
century Goa) fSanyasi 1926 14-20) 
Antt-convcrsion .sentiments received a 
iiiajui stimulus from Savarkar's very iar- 
leaclimg and influcntiul dclinition ol 
'Hindu' in 192J as those who uniquely 
combined ‘pitiibhuinr and 'punyubliuiiu'. 
latheiland with hoi viand Through a vciy 
citcctive appiopiiation ol nationalism by 
Hindu ina|oiildiianisni, indigenous origin 
ol reiigii'usiorbyextension other) heliels, 
praetu't's. oi institutions was made into the 
.supn'mecriU'iionol value It became easy 
lo bland Muslims and Chnstians as some¬ 
how alien, unpatriotic by dcfinitum - a 
charge pailii ularly el Icvtivc against Cht i.s- 
tians III the colonial era due to then' re¬ 
ligious aftinity with the foreign rulers 
The aggressive Hindu-iialionali.st ideo¬ 
logical-political bloc that had come to he 
constituted by the mid-1920.s (.Savarkar's 
192.) text and the loundalion of the RSS 
in 1925 pm vidiiig the obvious benchmarks) 
akso tended lo be socially conservative, 
even tluiugh retormiiit strand.s had con- 
u ibuted significantly to its making attunes 
The point can he made clearer through a 
glance at the preci.se ways and extent to 
which much-hated conversion - ot more 
generally the presence of alternative 
proselylusing religious structures - could 
contribute towards empowerment of the 
downtrodden in Hindu .society Here it is 
easy to both exaggerate or - downplay. 
Proselytisaiion. mo.st of the time, seeks 
new adherents, not s(x;ial ju.stice except 
perhaps as means towards that end, and 
It would he absurd to portray Christianity 
(or Islam or Buddhism) as having been 
consistently egalitanan m its this-wordly 
impact Conversion again .seldom guaran¬ 
teed equal treatment, for it is well known 
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that caste prejudices and hierarchies have 
often persisted among conveitstu Christia¬ 
nity or Islam, despite theoretical pnnci pies 
of equality in the eyes of god or ailah. 
Yet an instance from tin; history of the 
lower caste Namashudra movement in 
central and south Bengal m the caily 2()th 
century suggests thatadcgrecof empower¬ 
ment was possible tiuough missionary 
presence - even where that presence did 
mn lead to significant conversions. The 
metrical biography of Guruchand Thakur 
(1847-19.17), leader ul the dissident 
Vaishnava Mama .sect which constituted 
the core of the Namashudra upthrust, 
explains in vivid detail the circumstances 
that led the Matuas to seek tlie assistance 
of the Auslialian Bapttst missionaiy 
C S Mcad-.stnkinganalliancethatpto\ed 
very fruitful lot the Namashudras in their 
quest foi educational facilities, salaried 
(oKs. and esciitually political advantages 
The Namashudras wanted to start a high 
schiKil at Orakandi. 1 andpur (the centre 
of then m(wement). the ptu’m explains, 
beiause landlords and moneylenders 
(.onstantly tricked illiterate peasants like 
them in everyday matters of rent or debt- 
pavmeni receipts TIk v eiKouiiieicd suit 
opposition from the local high caste 
Liyoitthas, who weie all aid that thcii shaie- 
eropiK-rs and servants would no longer 
woik foi them if they became educated 
Ibal. they are teporieil as atgumg, would 
disrupt the age-old piinetpics of 'adhikan- 
hheda’ (hierarchy), as enshrined notably 
in the Kamayana 'fhe biography explains 
that It was such bhadialok' ho,stility that 
m.uie Guiuc hand accept the ol let of I man - 
cial and other assistance from Mead and 
It IS also very carelul to emphasise that 
the motives wereenlitely piagmatic. to get 
moirey loi the schinil and also obtain access 
toBiitishofficials The Namashudras were 
quite satistied with their Matua faith 
founded by Guruchand'.s lather Hanchand 
Thakur. and verv tew of them mined 
Christian [Haldai' 194.1 100-10) 

'llic Christian conveisions issue fell 
somewhat into the backgiound in the 1930s 
and 1940.S, with communalism turned into 
an ob.ses.stvely Hindu- Muslim affair, cul 
minating in the blmid-baihs ol l94(>-47. 
That it had not vanislied, however, was 
suddenly revealed by a near-explosion on 
the floor of the con.stiment assembly on 
May 1, 1947 in course of debates on the 
fundamental right to religious freedom 
Many members objected to freedom of 
rcligionextcndingtothcnghtto ptopagate, 
with Purushottamdas Tandon even declar¬ 
ing that “most Congressmen are opposed 
to this idea of ‘propagation*. But we agreed 
to keep the word 'propagate' out of regard 


for our own Christiut friends.’' And once 
again the social dimensions ol the issue 
got exposed particularly in a speech by 
Algurai Shastn. who listed among the 
‘iinlaii means' adopted by Christian mis- 
sionaiic's the utilisation of ‘bhangis and 
chamars "disputes between members ol 
such ca.sies as the sweepers or the chamais 
on the one side and the landlords or some 
oihei inlluential members on the other 
have been exploited to create bitterness 
among them No effort has been made to 
cl led .1 compiomise This cr«Hiked policy 
has been adopted lo bring about the con¬ 
version ol the loimcr" {ConsiitiuHt A.\- 
of hidiu Dehatei, Volume fl. pp 
48.1.492) l•.vcnlually. the right to propa¬ 
gate - in ellect, to convert - was not 
rcieeted. but. if the memory of the al¬ 
ready I lied Gandhian opponent ot coii- 
veisions IS to be trusted, this w'as hecau.se 
such a b.iti 'would make a reconversion 
dilf iciilt" (/>i</io/i £jr/>res.r, January 7. 1999 , 
cited in Kabindra Agarwai, Scha Li ttd 
me . op cit) 

It IS woith lecalling also that along with 
pioniolioii ot highly Sanskntiscd Hindi 
and cow piotectioit. the fight against 
C'lii isiian missions was made into an cai ly 
plank ol Jan .Sangh activity in the caily 
191()s as hindutva torecs sought to regain 
the ground lost alterthe murdci ot Gandhi 
In Novembet 1954the Jan Sangh organisc'd 
an Aiiti-boieign Missionaiy Week in 
Madhya Pradesh Much had started being 
made ol insurgency in latgcly-Chn.stian 
Nagaland Then, as often now. what was 
conveniently forgotten was that many so 
called secessionist' and/or ‘terrorist' 
niovenients have hud nothing to do with 
religious minorities (e g. the predomi¬ 
nantly high caste Hindu ULFA), while 
relatively little lan be understood about 
the dcepei leasons behind such move¬ 
ments by simplistic ‘foieign hand expla¬ 
nations The Madhya Pradesh Congress 
reacted to the Ian Sangh agitation in what 
had alieady lx come a .strong base ol the 
Hindu right in a manner quite charaetcr- 
islic - and always in the long run disas¬ 
trous It iiieJ lo outflank its rival by 
becoming more 'Hindu', a move eondi- 
lumcd al ai by the strong presence of very 
similar elements within us own members 
and Iciideis (The Mahakoshal Congress 
was the one provincial unit which had 
supported fjndon against Nehru in 1951 ) 
The Niyogi ('oinmi.ssion it set uptoenquirc 
into Christian missionary activity is still 
repeatedly and n verentially cited by Sangh 
panvar spokesmen and publications, for 
It suggested a ban on conversions unless 
explicitly proved to have been entirely 
volunlaiy passing the onus oi proof in 


el icet on missionaries and convefts.^TM 
Jan Sangh-led Madhya Prade.sh goveoM 
nient ol 1967-68 did actually imptemem 
some ot these recommendations, aom 
imposed a .stnet te.st for proving voluntaiyi 
cho'cc on Chiistian converts I’ndcr thd 
post-eineigcncy Janata govcinment willl| 
a stiong Jan Sangh component, the de>i 
sink lion ol some chuielies in the lheil| 
union tcintoiy ol Aiunaehal PradeSh 
heeame the occasion lot a law (1978) 
which made erection ol places ot worship 
subieel lo administrative permission inj 
that region A private bill to nan conver¬ 
sions was also moved in December 1978, 
and was suppoited by piinie minister 
Morarp Desai. hut had to be dropped in 
the lace of Cliri.stian and other opposition 
IJellieloi 199) 161-65. 224. 287], 
Vaipayce s suggestion loi a 'national 
debate' on conversions is theicloie not a 
liheiul pioposul put torward by a good 
man lalleii among unloriunalc as.suciates. 
but pail ot a well-thought out Sangh 
panvat stiategy 

I'lll the recent anli-(.'hn.stian campaign, 
ihe Vishwa Hindu Paii.shad may have 
been associated m the public mind pnma- 
iil) with Kain laniiiahhuini and Ihe on¬ 
slaught on tMuslinis culminating in the 
destiuetion ot the Babii nias|i,l Hut at the 
June ot Us fouiidution in 1964, and tor 
quite some lime alter it. the mam ihiust 
hud been diiec led |)t iiiiai ily ag.unst ('hi is- 
tian pioselytisulion in tiihai areas (the 
noi ih-ca.st, Madhy ,i Poulesli. south Bihai) 
.Sigiiilieantly. those who figured pioini- 
nenlly at ilie inaugui.d iiieeliiigot the V'l (P 
at Mumbai meliulcd along with the RSS 
boss Golwalkar and K,S.S 'pracharak' S S 
Apie (who Ivecaine the first general sec¬ 
retary ot this new atliliair ot the Sangh 
pjrivui), Biuhiiiuehati Datlanium ol the 
Musuiasram. vvhich had been carrying on 
sliuddi-sungalhanu wotk with a pro¬ 
nounced anti Christian slant evei since its 
ioundalionm 19201 Heilman 199.1 7('-71j. 
Tile 'acatasamhua' diawn up by the VHP 
m 1968 included 'paiavartaii' (lurning 
buck. I c ri'Lonveisioni among the basic 
'saniskaras' ot the Hmduisiii it was trying 
to tedelinc - which amounted tcally to a 
mujoi innovation, and iiidieulcd once again 
the ecntiality ot thi*- motit tin this branch 
ol hindutva There was thus a conimuUy 
with early 2(Hh ecntuiy shuddlii. but also 
some depaiturc Early Aiya shuddhi hud 
a incasutc ol iclormisi anti-cusic tor at 
least anli-untourliahiliiy) thrust i ritical of 
orthodox practices, and had at times served 
os channel for upward mobility lor sub¬ 
ordinated groups irrespective of Ihe ques¬ 
tion of reconM:r.sion Bui paiavaitan is 
intended .solely “toi those who have left 
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Minduism ior (oreign creeds like Islam 
^uid Christianity”, and is not envisaged 




as a means of removing untouchahility" 


.i‘;ibid 


pp 110-11) 


> JafTreiotgivessomcdctailsol VHPanii- 
^Chrisiian work among trihals of the 
^Chhattisgarh region ol Madhya Pradesh, 
’which has been channelled through the 
^ Vanavasi Kalyan Ashiaiiia, set up already 
‘in 1952 by an ex-olTicial of the govcin- 
|ment inbal welfare department with RSS 
^ affiliations The class linkages aie particu- 
,larly interesting the niajoi patrons of the 
! j organisation huse included the Maharaja 
. of Jashpur, his .son Dilip Singh Judeo. who 
' combines landed property w'lih industrial 
■ j entrepreneurship, and hecami' an RSS lull ■ 
.'timet in 1992, and ‘tendu’ leal magnate 
Lakhi Ram Aggaiwal. RSS activist since 
1946 Ol late. Judeo has extended his 
activities lo Chhota Nagpur, organi.sing a 
I ‘gharvapsf (ictuinhome)movementthere 
I' A Vic Time\ of India rcpoit dated Decciii- 
bci 21, l‘>97 dcsciibeii some ol the lall- 


'I 


outs of the intense anti -Christian activities 
headed by men like Judeo in south Bihar 
17 cases ol murder oi a.s.sauli ol pnests 
between 1992-97, including the stripping 
of the principal of a Dumka missionaiy 
.school, with the SDO a benign spcttator 
ol the scene (Sepicmbci 2, 1997), and the 
beheading in a lla/anhag forest ot a priest 
who had been helping liibals in some land 
ceiling exscs 

'nH.'Mcenakshipiiiami'l imneivciOniass 
conversions (o Islam ot thou-sands of dalits 
in Febniuts I9K1 inaugurated an era of 
inten.se taigetingot Muslims lor well over 
a decade Hut it is clear that tlic .Sangh 
pativar lia.s always had the anti-Chnstian 
arrow also in its armoury, and a quick 
switch III emphasis proved no problem at 
all altci the lounation of the BJP-leJ 
coalition in Delhi 

III 

Conclusions 


But why target the Chiistians, alter all 
a tiny minonty, stagnating in number, 
despite mans due ptcdic lions, at aiound 
2.5 pel cent ot India's population'' 

Part of the explanation could he crudely 
pragmatic Central government responsi¬ 
bility would be dilficiilt to rccoiKilc with 
wholesale campaigns against Muslims, a 
minontv numbering well ovet a hundred 
million. There would be the possthtlitv ot 
large-scale' violence, diir^ulties with 
coalition partners lor some ot whom 
Muslim elcvtotal support remains impor¬ 
tant, mtetnational lepercussions T'hctc is 
also, obviously, the desire to target and 
embarrass Sonia Oandhi. as foreign tvim 
and Christian 


But there might be two deeper and more 
significant reasons. Despite swade.shi 
rhetoric, concessions to multinationals 
have been going ahead at unprecedented 
speed under BJP rule Yet many aspects 
of globalisation remain uncomfortable for 
a political tradition reared on crudely 
nationalist, indigenist values. Them is a 
need for .surrogates, that could reconfirm 
nationalist cicdcnlials without seriously 
disturbing the liberalisation agenda. Both 
Pokhran, and anti-Chnsttan campaigns, it 
might he suggested, iulfil this neoi. What 
could be more convenient for the Sangh 
panvai than giving lo residual anti-impe- 
nalisi sentiments a purely religious-cum- 
culturalist twi.st, targeting Chnstians, not 
- at lca.st with any real seriousness - 
multinationals'' 

And the foreign origin charge docs carry 
a certain plausibility among many with 
respect to Chi istians, despite the absurdity 
ot characterising thus a tehginus w’hich in 
parts ot the south is almost 2000 yeais old, 
older in fact than most living varieties of 
1 Iinduisni The pliuusibiiity denves in large 
part bom fairly deep-nx>ted traditions, 
quite common also on the Left ol seeing 
Christianity and while missionaries as 
invariably agents ot western imperialism, 
and Indian Chnstians as always collaho- 
lators with colonial rule 

No doubt there have been numerous 
instances of such linkages and complici¬ 
ties - but then British lule in India surely 
depended to a much greater extent on a 
tar larger numhci ol non-Christian Indian 
collaborators and dependent allies nota¬ 
bly, the bulk ot princes, zamindars, guveni- 
inent officials, naist ot them of high caste 
Hindu otigiii In more general terms, 
Clinstunity, like any major tradition, hxs 
included within its (highly variegated, quite 
often mutually conflicting) fold any num- 
lici of diveisc tendencies One remembers 
the inquisition, the many iniquities con¬ 
doned or comniittcd in the name of con¬ 
verting ‘heathens’ in the colonial world, 
numerous instances of crude cultural ar¬ 
rogance and Eurocentnsm. the bitter 
hostility displayed towards so many pro¬ 
gressive causes from the French revolu¬ 
tion dow. to the Spanish civil war Nor 
should one forget the lunattc-fringc Chris¬ 
tian fundamentalists of the US today But 
di.sident readings of Christianity have 
also been central to innumerable move¬ 
ments of the oppressed Two obvious 
examples would be late medieval Fairo- 
pcan pi'asunt movements, and black slave 
culture in the US. Even the idealsof modem 
democracy, and socialism of a kind, ongi- 
nated in significant part through a 'puri¬ 
tan' revolution in 17th century England. 


Today, particuiariy, the churches have 
beenchanging in quite striking ways, above 
all through the spread of ‘liberation the- 
oiogiK’ that have contributed substan¬ 
tially to many movements for radical 
change in Latin America and elsewhere. 
Christian groups have been prominent in 
many anti-war and anti-nuclear protests, 
and numerous other undeniably progres¬ 
sive initiatives. Small gains in the direc¬ 
tion of somewhat greater social justice 
may have been earlier the largely unin¬ 
tended fallout of Christian proselyti.<iiition 
efforts in India Today, there is ample 
evidence of far greater awareness of such 
issues among many - though of course 
very far from all - Chnsban activists in 
India There is also a welcome tendency, 
in face of brutal attack, not to retreat into 
.sectarian or fundamentalust shells, hut to 
huild bridges thmugh dialogue and joint 
work with secular, liberal, and l£ft lor- 
inations 

Let me suggest in conclusion that it is 
precisely these aspects of contemporary 
Chnstianity that amuse the gieate.st anger 
and fear among adherents of hindutva I 
cannot think of more convincing evidence 
for this assertion of mine than that pn.i- 
vided unwittingly by Arun .Shounc (1994) 
III lus MiiMonnnrs m India, publication 
ol which in 1994 preceded the large scale 
campaign agatiLst f'hn.slians by )ust a tew 
years. Shoune might seek to higlitcn his 
rcadeis bv citing occasional grandiose 
plans ot some con.servati ve or fundamen¬ 
talist Chnstiun gioups to cvangcli.se the 
globe in honour of the new millennium, 
hut he is.suiely intelligent enough to rculi.se 
that this IS no more than ab.surdly amrgaiit 
tall talk. (It has been denounced as a 
'residual western colonial mind-ser’ by a 
devout Christian like the Rev Valson 
'I'hutiipu (1999). who has also demanded 
the elimination from mi.s.sion work of 
‘western tniimphalist notions'.) 

Shourie’stKKik however pn>vides ample 
signs that what has really worried him are 
developments like Liberation Theology 
‘Today, spurred by the new ‘Liberation 
Theology’, the church is spumng iriovc- 
ments among so-called dalits, etc. But 
many of the leaders., patronised by way 
ot helping 'dalits' speak with poison in 
their tongue They advocate hatred- 
encouraging, projecting, assisting ‘dalit 
leaders' ...would certainly disrupt Hindu 
.society” (p 235, 201). Right at the be¬ 
ginning of his hook, SlKiurie has staled 
his central a.ssumplion: 'T believe that the 
interests of India as a whole must take 
precedence - overwhelming precedence - 
over the supposed interests of any part 
or group, religious, linguistic or .secular... 
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the movements which an currently afoot 
ostensibly to ‘liberate' and ‘empower’ 
those groups may well break lndia...those 
who foment them...uught to be dealt with 
using the full might of the stale” (p 3). 
What Shourie does not explain is how and 
by whom ‘‘the interests of India as a whole” 
arc to be determined, whether, given the 
onti-democralic measures he clearly en- 
viiiagcs, such alleged 'interests’ could not 
become a ideological cover for the special 
interests of a dominant minority of high 
caste Hindus 

Notes 

[This IS a revised veiMon ot an anicle accepted 
Tor publication in K N Pamkkarted). A Contfmed 
Indum’x Ouulf to Conmumlitm (Penguin India, 
New Oeihi. loithcoiningi ] 

1 Ctmmumlism Conthui, (Mumbai) edited by 
Jdved Anand and Tcusta Sctalvad. V 47. 
October IV48 It may bo added that ioi students 
id history, and politiul activisls of a now- 
dying generation, the names of some ol 
these places have a particular resonance, 
Kapoilvani, Rajkot, ulxive all Bardoli. all 
nnu' upon a time, fananis centres of Gandhun 
niuvciiients 

2 riiesc and subseqiieni newspapet letcreiices 
are being lakcMi fiom tlie invaluable udlection 
ot press clipping circulated by the 
CominuiuitiMH Comlmt group, SuH'im Aiim 
7(1*geo I’fople of thi Cios\, Kewiuiiii /«» 
SctulariMH J (Mumbai). .September IV*)8 

t Chnstian propaganda .igatnst ‘idolatry' iiught 
seem to provide a sinulor issue, and no doubi 
there have been many instances, particularly 
in the culiiiital era. of such campaigns being 
very aggressive Rut then so many Hindu 
leforni moveinenis have also condemned 
image-worship, notably die Brohmos and the 
eaily Ary a Samaj 

4 Funcis Gonzalvcs' a*|HMt m Ciimmuiuihm 
Combat, op cit At u meeting m Uelhi in 
Febtuary, the welt known sociologist 
Ohanashyom Shah gave a very similar account 
of foaible 'reconseision' 

i In the sense of being considered more vital 
than, say anti-coloni.d struggle economic 
devulopmcni. or ideals of democracy or social 
justice 

b "Unlike fascists no one claims to be a 
communalist The nature ot c’lmmuiialism 
encourages itself to be uverwntten by other 
nonativcs" {Dana 1999] 

7 I find unsaiislaciory .ilsii the very aimnion 
defimiion ot conununalism m terms of phrases 
like 'politicisation of religious identiiy*. or 
'political use ol rcligiim' PoliiiCttatiun can 
take many differeni forms In the noa- 
coopeiaiion-Khilafat movement of 1919*22 
there was intense mobilisation ofboth Muslims 
and Hindus through what crudely may he 
called ‘poliueal use ol religion', and yet that 
was the highest level of Hindu-Miistiin unity 
ever achieved in tire onti-colonml struggle 
The crucial distinction lies in the assumption 
of inevitable conflict 

8 The ablest stoieineni of such views, which 
have become a rromiiient trend also within 


late Subatiem Studies, is Ashii Nandy (1990) 
For a tuller expositun of my views on this 
and related ihemH, see Snikar (1994. 1997) 

9 See the perceptive criticism made by Richard 
Eaton (1994) of Dineshchandra Sen's 
mterpreiation of the Saiya Pircuit ot mcdievid 
Bengal (.Sen 1954] Sen had desenhed this 
cult 10 have been a synihesis produced by a 
situalum where “two cominunilies mixed so 
closely, and wen; so greatly uillucnied by one 
another' This. Eaton points out. "postultiicd 
the more or less tuneless existence ol two 
sepomic and self-eoniained coininunilics in 
Bengal, jdlwiing lo two separate and sclt- 
Loniained icligiou.s systems 'Hinduism' and 
'Islam'" 

10 Thus Cynthia Talbott (I99.M slates that the 
sample ol c 100 Telugu insciiptions (14- I7ih 
century) sire has studied do nni use religious 
labels ai alt while describing invasions and 
wais .See also Chaiiopudhyay (1998) 

11 Chns Bayly's essay (1998 44. 2.SS> on ihe 
‘prc-hisinry’ of communatism which sought 
to (|ucstion 'Ihe facile assumption that inter- 
communal siolence specifically violence and 
uMitention between Hindus and Muslims was 
u pirxiuct ol Ihe colonial period alone” by 
diawing aitention to many such clashes 
between 1700-1860, still rc|etted "any 
unilinear oi cumulative growth ol communal 
identity hcforc 1860 Indeed, one may very 
well doubt whcllier (hcie was ever an 
ideniifiable 'Muslim'. ‘Hindu’ or ‘.Sikh’ 
identily which could be abstracted fiom (Ire 
pailiculai ciicuitisianccs ot individual evc'iiis 
or speed ic sue relies" 

12 rhe half-ccniury I87S-I925 was maiked by 
the formation of the Congress (IK8S). the 
Muslim League (1906) and the Hindu 
Mahasabha (l9l.Sy. a plethora ot caste 
associations tire development ol strong 
regional nationalisms in Bengal, Maharashtra, 
Andhra. Tamil Nadu, and elsewhere, the 
foundation of (he Ail India Trade l>nion 
Congress (1920), and ot early women's 
oiganisations like Ihe Bharat .Slice 
Mohainuiiilal (1910), the Women's Indian 
Association (1917). and the All India 
Women's Cunference (1927) 

I) San solongasupremrsignofHmduwomanly 
siriue even il operationally practised only by 
aiew hccaineacnme while widow inornoge. 
condemned by respectable Hindu sociciv. 
was mode legal 

14 file pciitiun against Benlincl's banning of 
sail in 1829. along with scnptuial exegesis, 
also argued that Hindu widows inunolaled 
themselves' of theirown aecoid and pleasure” 

15 This suinniaiiscs the impuitaiii argument 
recently put forward in several papers bv 
Tomka Saikar .Sec lor instance .Sarkar (1998) 

16 The cunscisinn of mission schiHil educated 
Naiayon Sheshodn and his minor brother 
provokcil a siniilar stonn in Bombay cuy in 
184S iConlon 19*12 12-11] 

17 Public religious debates continued on old 
practice, hut wub a significantly widening 
audience m ’ire 19th centuiy through the 
coming ot imni For some accounts of such 
dcbaics among oi within diverse religious 
tradilioiis. see Jordens (1978). Ahmed (1981), 
Jones (It92). Oberoi (1994) and Dalinia 
(1997) 


18 See Conlon (1992) and Powell (1992). Wi^ 
Khan seems a poitic ularty imeresting inaunofl 
lor his missionaty contender complained IM 
the doctor was using ihe argnmence (^ 
European trecibmkers to attack Chnstiaitiqd 
.Spinora. Voliaire. Paine, even the You^ 
Hegelian David .Strauss' life of Jesus. 

19 "Jesus was a poor man II is why he wnNi 
this Rui Ihe pnnciple is lun c-urreci The rid 
and ihc pour both have gmid men os well ai 
bad men Whoever docs u gutxl actHui get 
good liuit .ind whoever does a bad actkM 
bad” 

21) The ijumations fnmi Satvurtha httkasb ai^ 
inken troni Jones (I •)*)2 6.1-64 66. 69) 

21 The census passage 1 have just quoted, 
incidentally, figures in Aiun .Shoune's recen’ 
violent polemic against Chrislianity 
MutMonartrs m hulia Continuilte\, C/uingei, 
ntlemma\ (p 21) For him this is a tellini 
oigtiiiieni proving tisil Chnslian c-onvcrsioll 
IS inolivalcd uniquely by 'worldly henefits'| 
and lorms pan ol a deep-rooted westen 
conspiracy 

22 The pioponion of Christians among Nag! 
was only 171 per cent in 1941, but rose P 
66 7 per cent in 1971 while "Tlie Sernas, 
nevet had a missnniais aiming them until 
1948. which v. Ls aftri the steepest climb o^ 
conversion hod .ilready lakcn place for that 
group” (Ealon 1984] 

2.1 The number ol Pruiesiants in Madras 
Presidency shot up from 7S(X)0 in 1851 to 
1.(K),(8K) bv 1891. while converts of ihc Jesuit 
Madurai Mission. I 69.(X)() in 1880. had 
bccsimc 2.(i(),(KX) ID 19(11 1 hctc was a sharp 
upturn also in north liidiu, altei u long period 
of very slow growth 'Native' Chnslians in 
the North-West Provinces and the Punjab 
numbered only 2,(XK) in 1852 and 5,(XI0 ten 
years later, but •H),(X)0 in ihe Punjab alone 
m 1901 (Bugge 1997. POwcll 1097 17. 97] 

24 Thus the I9| I census (p 118) described the 
Matkana Raipuis os a group ihot claimed 
“lhai ihcy aic neither Hindus nor 
MulMiniiiadans, but a mixture of both Of 
late some of ilwiii have definitely abjured 
Islam “ 

25 lire once siandani Aiya-ictormisi themes of 

perversion ot the Aryan social polity' and 
'child iisiniage and degradation of women' 
are inenitoneil. but only os second and Ihtid 
causes of Hindu decline, after conversions 

26 rhe Hindu Manch paiiiphici ot Agaiwal ends 
with an exirici from ihe Niyogi (, mmission 
recominciidations ol 19.16 
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Coke vs Pepsi 

Local and Global Strategies 

Aryit Biswas 
Anindya Sen 

Domestic firms in India which once enjoyed the benefit of sheltered markets are increasingly facing 
competition from global giants in the 1990s. Whatever route Indian firms take to deal with competition 
from MNCs, it is imperative for them to keep track of global strategies of these firms. Often the strategies 
undertaken at the local level are only part of the global strategies, because it is difficult for any firm to 
allow significant differences in approach in different markets. 

After the second coming of the international varieties of Cola drinks, the market has witnessed a high- 
profile tussle between the global giants - Cota-Cola and PepsiCo. This tussle and the respective problems 
faced by the two firms in the Indian market are extremely instructive. This paper argues that the events 
in the Indian soft drinks market can only be explained with reference to the global fight between Coke and 
Pepsi and their respective global strategies. Moreover, these two firms are so dissimilar that their relative 


successes and failures can throw 

I 

Introduction 

IX}MEST1C firms in India which once 
enjoyed the benefit of sheltered markets 
arc increasingly facing competition from 
global giants in the 1990s Sheltered 
markets had once allowed Indian 
entrepreneurs to develop strong brands 
that have held their own against the 
onslaught of the MNCs. Some domestic 
tirms have chosen the strategy of tie-ups 
with the MNCs. Others have tried to meet 
ihe competition head on Whatever route 
Indian firms take to deal with competition 
from MNCs. it is imperative for them to 
keep track of global strategics of the.se 
firms. Often the strategies undertaken at 
the local level are only part of the global 
Strategies, because it is ditTicull tor any 
firm to allow significant differences in 
approach in different markets. A MNC is 
ncvei a iooscly-beld holding company, 
where units can pursue theirown strategies 
without reference to any central vision. 
The MNCs generally are headed by 
powerful CEOs who impo.se their own 
vision on the entire organisation. 

After Coca-Cola made its exit from the 
Indian market in 1977, then: was a vacuum 
in the soft drinks market which was taken 
advantage' of by Paric and Puie Drinks. 
Parle launched Thums Up and gained a 
substantial and robust market share. After 
the second coming of the intematitmal 
varieties of Cola drinks, the market has 
witnessed a high-profile tussle between 
the global giants - Coca-Cola and PepsiCo. 
This tussle and the respective problems 
faced by the two firms hi the Indian market 
are extremely instructive. PepsiCo gained 
asignificani first-mover ad vantage through 


light on some of the important issu 

Us ability to gain early access to the market. 
Coke, after a couple of abortive attempts, 
seemed to have made an entry under ideal 
conditions m the market However, it 
then faced dissensions within the ranks 
of Its bottlers Its manner of dealing 
with the bottlers seemed to lack Pepsi's 
finesse and India seemed to be one of the 
rare markets where Pepsi was holding its 
own against Coke and consolidating its 
position. 

This paper argues that the events in the 
Indian soft dnnks market can only be 
explained with reference to the global 
fight between Coke and Pepsi and their 
respective global strategies. Moreover, 
these two firms are so dissimilar that their 
relative successes and failures can throw 
light on some of the important issues in 
industrial organisation (10) - ‘make or 
buy', ‘diversification versus focus', 
‘domestic strength vs globali.sation’. 

In the next section, we talk briefly about 
the histories of Coke and Pepsi. The third 
section points nut the dissimilanties in the 
strategies pursued by the two companies 
wOTldwide The fourth section summarises 
the strategies of the two players in the 
soft dnnks maiket in the US. The fifth 
section reviews the experiences of these 
firms in the Indian market. In the sixth 
section wc have clanfied some salient 
features of the soli dunk industry in India 
and finally we draw some conclusions in 
the last section 

II 

Brief History of Coke and Pepsi Co 

The world's .soft dunks market is totally 
dominated by just two players: Coke and 
Pepsi. Coke, ‘The Real thing’, more than 
a centuiy old, was bom 11 years ahead of 


’.V in indu.strial organisation. 

Its nval and a century later, still maintains 
the pioncenng lead. Pepsi, ‘The chal¬ 
lenger', even now poses as the brash, 
young upstart and is fighting the cola was 
as the dnnk for the younger generation. 

The story of Coke' Coke was first 
prepared by pharmacist John Styth 
Pemberton in 18X6. Initially, the beverage 
was introduced in Atlanta. Georgia, and 
was .sold for five cents. In 1886, sales of 
Coke averaged nine dnnks per day. In 
1891, Atlanta cnirepi cneur Asa G Candler 
acquired complete ownership of the CtUte 
business and in 1919, The CiK'a-Cola 
Company was sold to a group of investors 
for 2S million In the past 112 years. Coke 
hasembedded itself into American society. 
In 1994, the American consumption was 
more than 773 million seivings of Coke, 
diet Coke Sprite. Fanta and titlier products 
of The Coca-Cola Company. 

Thu company's beverage products 
include bottled and canned beverages 
produced by independent and company- 
owned bottling and canning operations 
Hie various product.s of the company are 
Coke, Coca-Cola cla.sstc, caffeine free 
Coca-Cola, caffeine free Coca-Cola 
''las.sic.dict Coke (soidunderthetrademark 
Coca-Cola light in many countries outside 
the U.S), caffeine free diet Coke Cherry 
Coke, diet Cherry Coke, Fanta brand soft 
drinks. Sprite, diet Spnte, Mr PiBB, Mello 
Yello, TAB. Fresca, Banq's root beer and 
other flavours. Surge, Poweradc. Fruitopia, 
Minute Maid flavours, Saryusaisai. 
Aquarius, Bonaqa and other products 
developed forspcciiic countnes. including 
Georgia brand ready-io-dnnk coffees, and 
numerous other brands. The Minute Maid 
Company, with operations primaiily in the 
US and Canada, produces, distributes and 
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' inailcets principally juicc and juice-drink 
products, including Minute Maid brand 
products. Five Alive brand refreshment 
beverages; Onghl and Early brand brcakfa.st 
beverages. Bacardi btand tropical fniit 
mixers (manufactured and marketed under 
a license I rom Bacardi and Company), and 
Hi-C brand ready-to-serve Iruit dnnks. 
The ‘most admir^ company' of the US 
at present is worth $ 17 billion. 

The story of Pcpsi-Cola Pcpsi-Cola was 
created in the late nineties by pharmaci.st 
Caleb Bradham, and Fnto-Lay Inc was 
formed by the 1961 merger of the Frito 
Company, founded by Elmer Doolin in 
1932, and the H W l.ay Company, founded 
by Herman W Lay. also in 1932. PepsiCo 
Inc was founded in 1963 by Donald M 
Kendall, piesidenl and chief executive 
officer (CEO) of Pcpsi-Cola and Herman 
W Lay, chairman and CEO of Fnlo-I.ay. 
through the niciger of the two companies 
Herman Lay is chairman of the board of 
directors of the new company: Donald M 
Kendall is president and CEO The 
company from its inception had 
concentrated on the diversilied portfolio 
of prtxlucl.s With sales of $ 510 million 
and 19.(KX) eroployucs, the products of the 
new company were Pepsi-Cola (formulated 
in I89K). Diet Pepsi. Mountain Dew, Fntos 
brand corn c hips. Lay's hrandpotato chips, 
Cheeotos brand cheese flavoured snacks. 
Ruffles brand potato chips and Hold Gold 
brand pretzels 

In the year 1984 with a move to 
consolidate core busine.ses, PepsiCo was 
restructured to focus on its three businesses: 
soft dnnks. snack foods and restaurants. 
Transportation and sporting goods 
bu.sinesscs were sold ol I At present. Pepsi¬ 
Cola products arc available in nearly ISO 
countnes and temlones around the world 
Snack food operations are in U) inter¬ 
national markets At present, PepsiCo is 
a $ 22 billion company with approxi¬ 
mately 1.40.(X)fl employees worldwide 

III 

Global Presence: Dissimilarities 

Coca-Cola and PepsiCo exhibit marked 
diissimiiaritics in then global operations 

DiversifHatton PepsiCo has 

increasingly diversified into restaurants 
and snacks, while Ctna-Cola has ItKused 
on soft dnnks. PepsiCo’s snacks operation 
IS in Fnto-Ioiy and its restaurant business 
includes Pizza Hut, Taco Bell and KFC 
It has 30,000 units in the re.staurant busi¬ 
ness, considerably more than McDonald's 
22.000. Moreover. Coi a-Cola has a work¬ 
force ol 33.000, Pep.siCooncuf 4.80.000 
Ihe latter is the world’s third largest 
cotporate employer, after General Motors 


and Wal-Mart. All of Coke’s piofiks come 
from beverages. PepsiCo depends on 
drinks for 41 per cent of its income. 

Globalisation. In the US, the most 
imponant market, Pepsi comes a close 
second with a market share of 33 per cent 
compared to the 40-41 per cent of Coke. 
But, Coke dominates in the other markets 
leading to a wide gap in the market shares 
around the globe Coke bolds 33 per cent 
of the world market while Pepsi holds only 
10 per cent. Coke generates 71 per cent 
of Its revenue in international markets; 
PepsiCo derives 71 per cent from the 
US market Coke earns more than 80 per 
cent of Its income abroad, Pep.siCo over 
80 per cent in the US, whereas the shares 
in the world market of Coca-Cola and 
Pepsi arc 46 per cent and 21 per cent, 
respectively. 

Make or hay: PepsiCo has long had a 
tradition of owning a major percentage of 
Its operating entities. It owned over 50 per 
cent of Us restaurants vrarldwide In the 
.soft drinks arena, again, it owns half its 
bottlers. Coke owns none 

PepsiCo's policy of ownership of 
entcrpri.scs involved large capital expenses. 
It had piled up huge debts. From 1994 
onwards. Roger Enrico started rc- 
franchising company-owned restaurants. 
As a result, company ownership dropped 
to 45 per cent in 1996. Earnings were 
comparable to that from company- 
ownership, but no large investments were 
needed. Finally, in 1997. Enrico decided 
to sell the entire re.staurant division to 
Tricon Global Restaurants foi a one-time 
payment ol$ 4 5 billion It was also decided 
to .sell Its food distribution company and 
focus on Its core beverage and .snack food 
businesses. Forbes questioned this 
decision, pointing out that over the past 
five years PepsiCo's restaurant revenues 
overseas have grown at 22 per cent 
compounded, lai higher than its revenue 
gmwth in beverages or snack foods 

Performance: Pep.siCo's pncc/eamings 
ratio of 23 is way below Coke’s 36. Over 
many years, PepsiCo put emphasis on 
increasing revenues, while Roberto 
Goizueta, Coke's erstwhile CEO, focused 
on reiL n on investment and stock prices 
Fortune and Forbes seem to be unaniihous 
in their as.sessment that while Pepsi 
concentrated on celebrity advertising and 
‘blow-out marketing campaigns'. Coke 
concentrated on investing in infrastructure 
- like bottling plants and trucks. According 
to Muktesh Pant, f ormerexecutt vedirector 
of PepsiCo’s operations m India, “Soft 
drinks arc much less about branding than 
logistics", I e, getting products within arm’s 
reach of the castomer. 


IV 

Tlie Soft Drink Indnstiy Scenario 
in US 

The soft drink industiy in the US is not 
different from that in any other country 
with respect to the ‘players’ involved in 
the business. The major components of 
the industry consist of the concentrate 
manufacturers, bottlers and the sales and 
distnbution network of the companies. 
The role and responsibilities of each of 
them ate different: the majoracti vity taken 
upbytheconcentratemanufacturm relates 
to the production of the basic product 
which is bottled by the bottling plants - 


Tabu I Markst Sharf of Cokf and Pefsi 

{Percent) 


Top 10 Markets 

Coke 

Pepsi 

US 

42 

31 

Mexico 

61 

21 

Japan 

34 

5 

Brazil 

51 

10 ■ 

Ea.st-Central Europe 

40 

21 

Germany 

56 

5 

Canada 

37 

.34 

Middle East 

23 

38 

China 

20 

10 

Britain 

32 

12 


Snurt e Andrew Conway. Morgan Stanley 


Tabu 2 Pbr Cafoa Consumpiion - A 
Comparison 


Country 

Per Capita Consumption 
(in bottles) 

US 

700 

Mexico 

506 

Brazil 

I6S 

Philippines 

1.30 

Thailand 

75 

Sri Lanka 

23 

Indonesia 

6 

India 

3 


Tabu .3 Cokf vs Pm>si in Inwa 

(Perient) 

Parameters Coke Pepsi 

Total curreni investment 
in India 2S0cr SflOcr 

New investments 2400 cr .300 cr 

No of employees 140 2.400 

No of owned botiftng plonts - 11 

No of Iranchisoes S3 IS 

No of fountains I.SOO 4.000 


Tabu 4 Market Shams of Soft Drink 
OoMPANiLS IN India 


Soft Dnnk Percentage Market Share 

Manufacturer (before entry of Coke) 


Parie 60 

Pepsi 20 

Pure Dnnks IS 

Others S 
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moMly independents - and subsequently 
sold through the established disiribudon 
set-ups of the respective companies. Inci- 
denully. a lion’s share of the total sales 
of the product of most of the companies 
is through fountain-sales which seems to 
be the most popular outlet in the US. The 
‘soft drink giants’ of the industiy con¬ 
tinuously formulate strategies for the 
promotion of their pnxfuct through these 
outlets in order to increase sales. Some 
of the salient features of the US soft dnnk 
industry which are worth noting are 
discuss^ below 

Independent bottlers and exclusive and 
perpetual territories: From inception. Coke 
used networks of independent bottlers to 
bottle and market their products 
Independent bottli ng began with the Coca- 
Cola Company and was emulated by other 
companie.s. including PepsiCo. Under the 
Coke franchise agreements, the bottlers 
agreed to invest in a plant and equipment 
in such a condition as will be .sufficient 
to meet satisfactorily the demands of the 
business in the territory therein referred 
to. and to incrca.se such investment in said 
hUMnc.ss as the demand fur Coke in bottles 
m the said Icmtory may require The 
bottlers als(< agreed to (Hirehase syrup from 
the C'oca-C'ola Company and not to sell 
subMitutcs or imitations The parent 
bottling franchiser agreed to furnish 
sutricieni syrup for bottling purposes to 
meet the bottlers' requirements in the 
temtory The bottlers were given nghts 
over exclusive tcmtories in perpetuity. 

The must credible explanation for 
evolution of independent bottlers is the 
value of CSDs relauve to shipping costs 
and the use of returnable (and breakable) 
containcis. .soft drink bottling required 
local manufacturing and a substantial local 
delivery system. Independent bottling arose 
primanly because it was not possible to 
create an effective organisation for oper¬ 
ating a vertically integrated company with 
hundreds of geographically separated 
manufacturing and local delivery oper¬ 
ations, given the primitive transportation 
and communications systems of the time 
and the lack of sophisticated financial and 
management controls Although Coca- 
Cola anifPepsi-Cula arc premier marketing 
companies, the fundamental competitive 
advantage that allowed them to compete 
so effectively p(obably lay in their ability 
to operate through a very cumbersome 
distnbution system. 

The granting of exclusive and perpetual 
territories was required to balance the 
relationship between the CM and its 
bottlers, as well as to minimise sources of 
significant disputes. Absent exclusive 


territories with protection against 
termination, the bottlers were subject to 
potential opportunistic behaviour by the 
CM, because the bottiers’ assets were 
specific to the CM, but the CM’s assets 
were not specific to each individual bottler. 
Exclusive territories and long-term 
contracts substantially reduced such risks, 
thus providing the necessary incentives 
for bottlers' investments in specific assets 
Perpetual, rather than long-fixed-tcrm. 
contracts may have been used to dispense 
with the renegotiations required by fixed- 
term contracts, because renegotiations of 
the basic contract may have impaired an 
otherwise liagile system of agreements 

In 1904,10 years after Coca-Cola was 
first bottled and one year after Pepsi-Cola 
was incorporated, l^psi began the develop¬ 
ment of Its bottling system. The contractual 
relationship between Pepsi and its 
independent bottlers mimicked Coke 
(exclusive, perpetual territorie.s). with one 
important dificrence: Pepsi's franchise 
agreements also gave its bottlers exclusive, 
perpetual lights to fountain sales. The 
provision proved to be a significant 
impediment to Pepsi’s ability to compete 
successfully wi til Coca-Cola in the fountain 
channel 

The nwvementtowards a captive bottling 
s ystenv In the US, the Coca-Cola Company 
and PepsiCo are the major corporation.s 
and their businesses have flourished due 
to the incredible increase in the per capita 
consumption of soft dnnks. Changes in 
the industry and in the external environment 
have stimulated new strategies. I'he two 
companies have developed successful new 
products and packages, and manage many 
more products and package types than 
they did earlier The introduction of these 
new products have led to major success 
forthecompanies Despite thesesucces.scs. 
most new products nr new packages tail 
and this low success rate has important 
implications lor the nature of the 
relation.ship between CMs and their 
bottlers To gauge consumer reaction at 
the least pisssibic cost and to minimise 
losses if the new version faiks. most 
products arc test-marketed during their 
development For an effective test¬ 
marketing, what Coca-Cola and Pepsi¬ 
Cola did was that they picked a bottler, 
not a market, because a particular test 
market i^' not possible unless the bottler 
in that area operates. Given the bottlers' 
perpetual, exclusive tcmtories. the ability 
of CMs to intluence recalcitrant bottiers 
to participate in test-marketing or other 
aspects of product introductions is limited. 
Often Coca-Cola and Pepsi-Cola had to 
undergo complex negotiations to obtain 


the co-operation of recalcitrant bottiera. 
Problem might be generated due to the 
spi Hover effects arising out of the bottlera’ 
actions: to overoimc this. Coca-Cola and 
Pcpsi-Cola have increasingly found it- 
easier to introduce new products and 
packages in markets in which the company 
owns the bottlers. 

The must important change in the 
bottlers' competitive environment has been 
the diamatic increase in promotional 
activity. Tlic new mariccting strategies, 
required even more sophisticated use of 
advertising, particularly, televitiion. with 
a greatly increased pace of change of 
promotions. The bottleis' promotional 
environment is much more complex 
because of its parent CM's constantly 
changing national advertising and pro¬ 
motional campaigns - campaigns that woric 
best when co-ordinated with local 
promotional activities. Coca-Cola and 
Pepsi-Cola constantly strive to devise* 
advertising campaigns that best each other. 
But t he u Iti mate success of these canqiaigns 
often depends on the co-operation of the 
bottlers m implementing the campaign in 
their temtones. Bottlers must co-operate 
by arranging media spot coverage in their 
temtory and by implementing promotions 
and pricing ioi their customers that build 
on the timing and theme ot the national 
advertising campaign Failures in bottler 
co-opcration can significantly impair the 
.succe.ss of a major advertising campaign, 
especially when the bottler involved has 
a media market that spills over into 
adjoining bottlers' temtones or when the 
bottler's lull effort is neccs.sary to create 
a targeted promotion for a major super- 
maikct chain or fast-iood franchiser. 
Anotiier problem with promotions is the 
cffcctivcco-ordinationistypically required 
over large (mulu-tcmtory) accounts. On 
some ucca.sion.s, manufacturers have been 
forced to make special concessions to 
recalcitrant bottlers to obtain participation. 

A significantly larger portion of most 
bottlers* business is now wiUi the customers 
who arc liuger than the bottlers In the last 
two decades the sire of large retail and 
fountain accounts has increased sub- 
sumially. The increasing importance of 
large accounts covering several bottlers' 
territories is a major source of increased 
spillovers. This calK for standardisation 
of terms between the CMs and all relevant 
bottlers. And because of the bottlers’ 
cunttacts and the anti-trust law governing 
resale price maintenance. a CM must order 
Its bottlers to adopt a common pacing 
strategy. 

The .sophistication of the large sol t drink 
retailers ha.sai.sn markedly iiKicased, partly 
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because of the power of modern 
information technology Ftir example, 
scanners now give reiailers great control 
over food products and knowledge of the 
movement of individual products of their 
shelves. Consequently, supermarkets and 
over-sophisticated customers have much 
more say in the retail pnimotion of the 
gnx:ery products such asC'SDs Also, new 
customers have bcLomc prominent, 
including fast-lood franchisers, mass 
merchandisers, convenience stores, diug 
stores, gasoline service stores and large 
companies that provide CSDs to then 
employees at work Price discounting has 
been a major weapon in the Cola wais 
In some areas, more than 90 per cent of 
the volume is sold at a discounted price 
The evergrowing sophistication of all 
customers, particularly the larger ones, 
has increased disadvantages of indepen¬ 
dent bottling The seller without a similar 
sophistication in sales and promotion 
analysis is bound to have disadvantage 
While many independent bottlers have 
quickly adapted to this change in sophisti¬ 
cation, otheis have been slow to lespond 
to this incieased .sopliistication 
All these changes lequiied bottlers to 
become larger, more .sophisticated, and 
more efficient and led to a majoi con¬ 
solidation of the bottlers The number ot 
bottling plants in the industry has iailen 
Individual bottling tipurations became 
much larger, boltleis developed co¬ 
operative canning and plastic bottle manu- 
faclunng operations and large independent 
multi-lranchise operations (MFOs) were 
formed C.'okc and Pepsi .^laned creating 
captive distribution organisations by 
acquinng si >me of their largci mdependcnl 
bottlers. .Some of these tran.saclion.s were 
in excess of $ I billion Coca-Cola formed 
CtKa-Cola Imlerptises (CCK) as a publicly- 
owned bottling i.pcration with the parent 
holding a 49 per cent interest Rather than 
foiming a separate publicly-traded 
corporation foritscaptivc bottling, PcpsiC’o 
enlarged and revamped its ‘bottler ot last 
reson’. Pepsi-fJola Bottling Group (PBG), 
to manage its captive disinbutum oper¬ 
ations, in addition to acquinng many of 
their independent bottlers. Coke (through 
CCR) and PepsiCo now each bottle alxmt 
50 per cent of then tola! bottled sales and 
have a minority equity intcrc.st of about 
1.5-20 per cent in independent bottlers that 
account lor about another 20 per tent of 
sales ThusPepsi-ColaundCoca-Colacach 
own or have an equit) inteicst in bottlers 
selling about two-thti(l.> of their volume 
The move to c'lptis e distribution by Coca- 
Cola and Pepsi -Cola has stimulated aiiti- 
lru.st concern 


Tran.saciion cost theoiy has developed 
the factors of likely importance in deter¬ 
mining the nature of a vertical relation¬ 
ship. one po.ssihility being vertical inte¬ 
gration. MiKlcm transaction co.st theory 
has highlighted the role of asset specincity 
in the determinants of vertical integration. 
Both the CM and its independent bottlers 
were required to make substantial rclabon- 
ship-spcct He investments. The bottler had 
to invest in CSD-speciHc equipment and 
in the CM brand-specific capital, mostly 
tbniugh the development of the local 
market, but also to .some extent in phy.sical 
capital The CM also made investments 
in botticr-.spectfic and brand-spccific 
assets A captive distribution .sy.stem may 
greatly economise on those costs relative 
to independent distnbution because the 
cmploycc-di.stnbuloris much more subject 
to the direction oi the manufacturer than 
an independent distributor, particularly if 
the independent distnbutor is protected 
fnim termination 

Economics of scale in bottling, at the 
plant and multiplant levels, have greatly 
incica.sed in recent years. Thisdevelopment 
has made it easier to run a captive bottling 
operation, as the number of separate 
bottling plants required lor national 
distnbution has been decreased drastically 
To the extent that there are economies ol 
.scale in management, the relative dis¬ 
advantage of captive distnbution from 
added managcnal icsourccs is reduced. 
The effect on the incentive of the 
employees, relative to independent 
business relations, is unclear. A larger- 
scalc operation may find it more difficult 
to instill the right incentives in its 
cmploycc-dtsinhutorsthana.smallcr-scale 
one. Alternatively, a largcr-scaie iirm 
provides mote opportunity for 
advancement than a smallcr-scale 
operation, which may result in enhanced 
incentive-compatibility between the 
operation and its employees There also 
occurs the piobicm of spillovers in the 
independent bottling .system. The problems 
ot a.s$essing the contnbutions made to 
joint profitability by the CM and the 
independent bottlers are exacerbated wlum 
one lx tier's action affect other bottlers. 
Bottlers often advertise in media that reach 
beyond their territory. Also, many 
•'ustomers wi.sh to purchase and promote 
in an area larger than any other bottler's 
tcmtoiy 

Introduction of new products and 
packages is another important source of 
spillovers Independent distribution is a 
disadvantage when the success ol a 
manufacturer’s strategies depends on 
effective timing and execution requiting 


the co-operation of distributors. A 
manufacturer with captive distribution 
need not negotiate with its distributors to 
introduce a new product, package, or pro¬ 
motional campaign. For a manufacturer 
with a strategy that requires timing and 
execution through the distribution system 
for successful implementation, indepen¬ 
dent distribution will be a disadvantage, 
particularly if the manufacturer must 
negotiate with a large number of indepen¬ 
dent distributors. 


Hie Indian Soft Drink Industry 
Scenario 

Thl Cola Market in India 

The companies have continued to wage 
their war in India. Coke, with the strategic 
move ot buying out Parle, gained a huge 
market share overnight. But Pepsi is sparing 
nu efforts to gain a larger share of the 
market. The potential in the Indian market 
IS tremendous The Indian market is roughly 
more than Rs 1,200 crore; moreover, the 
pel capita con.sumption ni three bottles in 
India IS lagging way behind the US's 
astounding 700 bottles pet capita 
consumption 

Both Cuke and Pepsi have iighllv 
realLsed that the immediate priority is in 
expanding the maiket by increasing the 
growth rates. The Indian market averaged 
a growth rate of 2 5 per cent between the 
years 1984-92. From 1992, when the Cola 
war liKik a serious turn, (he growth rate 
has almost doubled Last year the market 
grew by 20 percent in volume tern., with 
estimated .sales of 140 million ca.scs (one 
ca.se = 24 bottles of 300 ml each) - up 
from 115 million cases in 1994 

In 1977 a change in the government at 
the centre led to the exit of Coke which 
pre f erred to quit rather than di lute its equity 
to 40 per cent in compliance with the 
provisions ot FERA. lliu first national 
cola dnnk to emerge was Double Seven 
In the meantime, Pure Drinks, Delhi, on 
Coke’s exit switched over to Campa Cola, 
and, by the end of 1970s, Campa Cola was 
practically alone inthecola market. Thums 
Up was introduced by Parle in the 
beginning of 19K0s, followed by Thril by 
Mcdnwclls and Double Cola by Double 
Cola Manufacturing Company (DCMC) 
- an NRI-run outfit with its plant at Nasik. 
An additional dimension to the Indian soft 
drink industry was that of fniit drinks 
which was valued at Rs 40 erwe and 
among the brands in the market, the leader 
was Parle’s Frooti with about 40 per cent 
of the market share. The other players ii> 
this segment who have posed challenges 
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to Park are Godiq (with Jumpin) and 
Ahmedabad'baaed Ptoma industries’ 
Rasna Cola-Cola. 

Set up in 1949, by 1978, Parle led the 
Indian soft dnnks market with a share ot 
33 per cent Gold Spot and Limca were 
the clear winners, and later, Thums Up 
also started contributing to its growth. 
Thus, Parle touched a market share of 
around 60 percent in 1990. However, with 
the amval of Pepsi, Parle's share decreased 
to S3 per cent and Pepsi quickly attained 
a market share of about 20 per cent. Till 
1990, Parle’s chief nval was Pure Drinks 
which was steadily losing out to Parle. 
After the arrival of Pepsi, the market share 
of Pure Dnnks further deteriorated This 
was mostly because Pure Dnnks had a 
smaller number of bottling plants and a 
limited distnbution network - exactly the 
same rea.son why Pepsi could not do much 
against Parle. Parle had 60 bottlers against 
Pep.srs 20 and 2.1 lakh retailers against 
Pepsi's I 5 lakh 

Before 1992. the Indian soft drink 
industry had not giown fast mostly due to 
high excise duties and government en¬ 
couragement of fruit drinks over 
carbonated dnnks. Though Liinca was the 
largest selling brand ot bottled .soft dnnk 
in India, from consumers' point of view 
'Cola' was the must popular flavour It 
accounted tor about 40 per cent ol the 
market 'I.ime' and ‘Lemon drinks 
followed with about 30 per cent, and 
'Orange' drinks had only about 20 percent 
ol the miuket .share Carbonated soft dnnks 
accounted lor the rest 10 per cent From 
19X4 to 1992, the Rs 1,200 crore Indian 
soft dnnk industry grew at an average of 
2 .'> to 3 per cent the liighcst lieing 12 4 
per cent dunng 1984-85. 

Pepsi had begun its citorts in the mid- 
19X0s, hut only in 1990 it was able to make 
an entry in the Indian cola market In early 
1985. a proposal with the RPG group was 
rejected by the then government. This 
involved the expon of fruit juice con¬ 
centrates from I^njab in return for the 
import of cola concentrates. The deal 
offered was a 3* 1 cxim ratio. The revised 
proposal made by Pepsi also met lots of 
resistance. The strongest opposition to the 
proposal came from the food and civil 
supplies ministry which argued that India 
should be promoting fruit juices, not 
carbonated soft dnnks. Oppo.sition also 
came from the CSIR, one ol whose 
laboratones developed its own soft drink 
flavours. After more than five years of 
acrimonious battles, Pepsi was finally 
taunchedinIndiainJuiie 1990. The project 
was promoted by Pcp.siCo, Punjab Agio 
IndustiiesCorporation (PAlC)and Voltas. 


Later on July 21,1 993, after a bitter phase 
of negotiations lasting neariy 6 month.s. 
Pepsi bought over Voltas' entire slake of 
Rs 35 5 croie in Pepsi Foods for Rs 49 
crore This meant that Pepsi now controlled 
as much as 92 per cent of PFL's-prc.\ent 
equity ot around 105 crore. Pepsi’s Indian 
operations were expected to break even 
in 1997. It IS engaged in seven areas of 
operation - beverage manufacturing, 
bottling, backward integration for 
vegetables and fruits, upgradation of food 
processing, exports and export-led 
activities 

Pepsi had a very significant first movet 
advantage in the Indian market. It did nut 
have the condition of divestment of 49 per 
cent equity in downstream ventures 
attached to it when it received permission 
to inve.st in India. Pepsi had obtained the 
government approval for its downstream 
ventures prior to the FDl guidelines that 
made Indian equity holding mandatory. 
I'hus, in Its onginal clearance, Pepsi was 
not only allowed to hold 100 per cent 
equity m its holding company but was akso 
allowed to cany out bottling and marketing 
operations The government approval, 
moreover, had allowed Pepsi to carry out 
acquisition of assets to expand its business 
in the country Pepsi used this clause in 
Its approval to buy out 100 pei cent .stake 
in some of t he domestic bottling companies 
includingitshigh profile buyout of Gujarat 
Buttling Company, the former Coke 
franch'see in Ahmedabud Industry 
ministry souiccs have clarified that while 
Pepsi would be required to seek fresh 
govcinmeni approval if it picks up shares 
in domestic bottling companies as part ol 
Its poiltulio investment, it dues not need 
such approval il the assets are acquired 
fur expansion 

There was now a triangular battle 
between Parle. Pepsi and Pure Dnnks 
Pepsi launched 2.50 ml bottles in June 
1990 to capture the 250 ml bottle-niaiket 
of Uiutns Up (launched in November 
1989) As a response. Thums Up ran ads 
downgrading Pcp'i’s taste and declared 
that It was a i^st dnnk Thums Up entered 
the brand war totally with blind ta.stc lest 
ads. Thums Up launched Double Maha 
Cola, the 500 ml bottle, to prove that 
bigger IS better m cola wars and was again 
first to intnxluce 'takeaway' 250ml bottles 
for the f"st time in the Indian cola market 
Pepsi gut into more trouble when six 
months alter Ms launch it caught 
government's attention regarding its 
commitments Soon after, a show cause 
notice was issued to the company for pnma 
facie violation ot the conditions stipulated 
in the letter of intent with regard to the 


production of soA drink concentrate. .. 

Coca Cola came back to India after If 3 
years when il was launched on OctobiBi 
24,1993. at Agra. Co.:a-Cola was initiall) | 
wooed by the Godrej group. Great Easteil 
Shipping and the Bntanma Industries Ltdg 
led by Rajan Pillai In Mareh 1991, iiT 
signed an MOU with BlLand this proposal^* 
was accepted by the Chandrasekhaa 
govenimenl But relationship between tlM^ 
Iwucompanies turned sourover the export*^ 
oriented clau.se and finally on June 23^ 
1993, Coca Cola got the permission ttP 
enter the country with a 100 per cent unlO 
in India. On September 22, 1993. the.'* 
company bought oul the Parle brands. ^ 
The industry, prior to 1990, 
witnessing sluggish growth rates (CAOR:^ 
around 5 per cent) with two domestici| 
players Parle and Pure Dnnks. The entiyf^ 
ot the cola giants. Coke and Pepsi, led to 
a rapid expansion in the si/e ol the matkeQ 
(CAGR for the first half of the 1990s.'|^ 
around 20 per cent). Coke's acquisiUon^ 
of Paile has turned the market into a,, 
duopoly Also not only the market sire tS|| 
incteasing, thet e is also a shii I oi consuiner|g 
prc'lercncc between the different sol tdnnk- 
segments. Whereas in 1990, cola was.^ 
accounting for a thud of all soft drinks ' 
.sold, today il accuuiils for well overahalf.^' 
Thus, present Indian soft dnnk maiket 

can he at be.st described as a duopoly. The,j, 
major players being only Coke and Pepsi, j, 
both have sui I icieni monopoly powerover j: 
the con.sumets However, soli dnnk.s haveg 
a lairly high pnee elasticity of demand 
which ensures that producers mu.st .slrike|.; 
a line balance between puces and .sales.! 
volumes Both c ompanics have decided to^' 
peg prices similar lo the otliei's products^; 
and try to gain market share throughy| 
vigorous promotional activities. 

LorAi SrRAirr.iF.s *1 


Braml s\fu hrotmatum: Pepsi Dc.spilc ' 
being a global brand, Pepsi has hutli Us 
success on meeting the Indian consumers’ j 
needs, panicularly in terms of making the 
hi and .synchronise with localised events 
and traditions Instead of harping on its^: 
global lineage, it tries to plug into ethnic.! 
festivals in diiteicnt patts of ihc counliy.^l 
Fot example, iii Chennai, where- it «a$ in 
No i position, It oltcred fiee bottles of{. 
Pepsi with Mi and in ('alcutta it started* 
sporesoring cncket touinamcnts. in Delhi, | 
It linked its brands with Hnli offering.! 
sachets ol colours with Pepsi Cola Pepsi |' 
IS using national campaigns which otter, 
large duscounts on other products to Pepsi- 
buyers as well as local events. 

Coke.’ Instead ol creating a bond with) 
the cusiomcis through small but high- ; 
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impact events, Coke chose to associate 
itself With national and international 
mega-evcms tike the World Cup Cricket 
19% and the Olympics 1996. But neither 
enabled it to nse above the high-spending 
mass-media adveitisers Its association did 
not endearitself toyouiig people, the largest 
consumers of soft drinks ALso missing 
from itsmaikcting strategy were sustained 
campaigns Its occasional buists of 
activities did not run either long or 
effectively. 

Emjmwemum Pepsi Oncutthestningest 
weapons in Pepsi'samioiy isthc flexibility 
allowed by its parent company to its 
employees in making independent 
decisions Every manager and sales 
persons has the authority to take 
whatever steps he/she lecls will make 
consumers aware ol the brand and 
increase the sales and consumption. As 
a matter ol tact, it piovidcs budgets to 
people within which to work No 
que.stioiis are a.sked as to what they do 
What IS im|M>naiU to the parent company 
is the performance and results 

Coke- blcxibility is the weapon that 
Coke, fettered as it is by the need tor 
approvals from Atlanta lor almost eveiy- 
thmg, lacks In the past, this has shown 
up Its .stubborn insistence on junking the 
franchisee network it has acquiied troiii 
Parie. in its dependence on its own iecdback 
mechanism ovci that of its bottlers and in 
its headquartcis-lcd approach Its trading 
promotions have lollowed a predictable 
pattern offering fat margins to its 
retailers tor a limited period ol lime 
without explonng the alternatives that 
might increase the level of involvement 
for the seller as well as the consumers 
Recently Coke has begun to value vancty 
and has introduced disc ounls to restaurants 
and even display contests as part ol its new 
promotions 

Price- Pepsi It has ctnisistcnily wielded 
its pricing strategy as an invitation to 
sample, aiming to turn trial into addiction. 
It launched the 500-nil bottle in 1994 at 
Rs 8 versusThums Up's Rs 9 Its I 5 litre 
buttle followed Cuke into the market place 
at Rs 30 - Rs 5 less Ihan Coke’s. Pepsi 
raised the price once consumption stabili¬ 
sed, counting on the habit to compensate 
for the lack of a prne-benent It could 
continue with lower pi icc positioning due 
to the tact that in the soft dnnk industry 
the retailers rarely pass on the company 
the pnee advantages gained by them tiom 
the comsuincM s by selling competing brands 
at the same price and pocketing the 
discounts 

Coke' Initially Coke mimicked Pepsi by 
introducing 300 mi cans at an invitation 


price of Rs 15 before raising it to Rs 18. 
When it realised that the brand did not 
hold enough attraction to fork out a 
premium from the consumers, it introduced 
a lowet-priced, similar-sized version to 
gain consumers. 

Lssnts IN Channel Management 

Pep.si's main strategy in India ts to own 
Its bottli ng plants (company owned bottling 
operation - COBO). The company's 
bottling operations are under PepsiCo India 
Holdings, a wholly-owned subsidiary of 
PepsiCo International It planned toexpand 
the number of its bottling plant.s. both 
owned and contract suppliers, from 28 at 
the end ol 1996 to at least 36 in 1997 It 
hoped to achieve a turnover of Rs 700 
ctoie. Forty-five percentof Pepsi'sboUlers 
arc company-owned, the rest being 
fran''hisees 

Pepsi indulges mainly in direct distri¬ 
bution to retailers and resorts to indirect 
distribution only in certain area.s In .some 
routes. Pepsi has appointed what are called 
as ‘lat dealers' who function like 
whole.salers This is done by the company 
in those areas which are recently included 
in their routes, especially if Cuke was 
already operating in the area The logic 
behind appointing fat dealers is to tap the 
untapped market and once market share 
IS gained, to start distributing to retailers 
directly Other rca.sons lor appointing fat 
dealers are to gain routes which arc not 
pro! liable lor direct servicing and where 
the fat dealer can provide credit and help 
linaiicially deficient smalt players Fal 
dealers are given targets and are given 
discounts accordingly 

In contrast to Pepsi, Coke operates 
through franchisees (franchisee owned 
bottling operation - FOBO) Only recently 
It IS trying to take over the bottling plants 
formerly owned by independent bottlers 
It wants to .SCI up an integrated bottling 
system in India. This is being vigorously 
opposed by the independent hotiiers who 
would iiavc to .sell 51 per cent of their 
equity to Coke and participate m a joint 
venture Coca-Cola was offenng $ 5 per 
crate to bottlers to buy them out. Bottlers 
allege thm the company offered a much 
higher price of $ 13 per crate to bottlers 
in Pakistan 

Under clause 1(1) of the agreement of 
Coca-Cola with its bottlers, the company 
authorises the bottler and the bottler 
undertakes to prepare nnd package the 
beverages in authorised containers and to 
distribute and sell the same under the 
1 1 ademarks, but only i n and throughout the 
tciriioty which is defined and descTibcd 
to it. That IS. the boltter can sell and 


distribute the beverages onfy in the territory 
which has been defined and described by 
the company. 

Clause 6 of the agreement restricts the 
bottler to sell and distribute the beve¬ 
rages only to retail outlets or final 
consumers in the territory. The obvious 
intention of this clause is to eliminate Uie 
possibility of other companies buying 
Coke’s beverages and selling it under 
different trademarks. 

Clause 17(a) forbids the bottler from 
taking up business activity in any manner 
in any other beverage products except 
tho.se prepared underthc authonty of Coca- 
Cola Clause 17(e) prevents the bottler 
from engaging in the manufacture of any 
kind of cola beverages for a period of (wo 
years in the event of termination of 
agreement. 

As a result of such clauses. Business Age 
reported that 23 cases of unfair and 
restrictive trade practices have been 
initiated against (he company with the 
MRTP commission so tar 

In utban areas, the 8 to Id per cent of 
total sales of Coke is through area market 
contractors (AMCs) who arc equivalent 
to big retailers and they supply the soft 
dnnk to smaller retailers and other outlets. 
In the village areas. Coke uses .so-called 
distnbutors forthc sales. A stnking feature 
in the logistics of Coke is that the AM(!s 
supply material directly u.sing trucks but 
in ca.se of inaccessibility to retail outlets 
due to l(x:ation-constrainis. supply us made 
through autorickshaws also 

Unlike Pepsi which has taken the mute 
capital-intensive route of owning and 
running its own bottling facloncs alongside 
those of Its franchisees. Coke operates 
only through FOBO Coke .supplies its soft 
dnnk concentrate (the secret potion) to its 
bottlers around the globe. To reduce 
loading time and enable ta.ster 
disbursement ol crates. Coke has 
introduced special A-frame (the inside of 
the truck has a .stiucture resembling the 
alphabet A and the crates are stacked 
against it). The trucks also give the 
company permanent hoarding space on 
their siites and backs Also, as the industry 
competition is strong, dealer push at the 
point of purchase is an important factor 
for sales The retailer often can play 
manufacturers against each other to obtain 
favourable deals. To avoid this situation 
both Pepsi and Coke incorporate a high 
degree ol standardisation with respect to 
the price waterfall elements (i e, the various 
types of discounts offered), though there 
are differences in the timing. Innovation 
in availability is something that both Coke 
and Pepsi can lay claim to. While Pepsi 
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introduced the concept of fountain outleut 
m India, Cuke introduced the Push-cart. 

SOMF CONTOASTS IN CHANNEL 
Manaclmeni 

Gaining assunmce from the retailers: 
Pepsi supplies the necessary cooling rquip- 
menistoretailers which ha.s adirect impact 
on sales and distribuiion of Pepsi Also 
by doing so Pepsi assures diat the retailer 
bwoines an exclusive Pepsi outlet and 
docs not stock Coke brands oi any other 
brand ot soft dnnks in thn.se equipnieni 
Further, he stocks a minimum 10 crates 
of Pepsi pioducts and guarantees a mini¬ 
mum sale or700 to 1.2()0cratcs per annum 
The ideas behind supplying chilling 
equipment to retailer arc threefold 
- The retailer saves on his workin|> capital 
by investing in equipment supplied at 
below market rates, by the company This 
earns the company his gratitude and hence 
loyalty. 

-ITie retailer's working capital is blocked 
in with a company because of the additional 
deposits required so he pushes mom Pepsi 
puKiucls to get an adequate return on his 
investment 

-Another idea behind taking coiiipulsoiy 
additional deposits is to ensuie that the 
chilling equipment is not used to chill the 
competitor’s pioducts 

The iretht-issue Though Pepsi 's 
aggressive in providing most ot the sales 
promotional activities they lag Coke in 
not pmviding credit lacilitics t o the letaileis 
and due to this they tire currently losing 
out to C'oke in certain regions in India 
Pepsi feels that it cannot afford to give 
Liedit to the ictailers since it is yet to know 
the retailers well However, Pepsi allows 
retail agents to give credit to selected letail 
outlets, only lor 0-8 hours 

On the other hand. C'oke has been of fet¬ 
ing credit. Coke ofiers. in certain places, 
credit toi even more than two weeks and 
thus captures the outlets Coke can alluid 
to do this since it has been m this business 
lor quite some years (Parle earliei) and 
knows Its dealeis well Coke also has cap¬ 
tured 70 pel cent market share in Calcutta. 

The tncentive-issue Coke is also pro¬ 
viding performance-based incentives to 
retailers. Thc.se incentives were not in 
monetary foim, but Coke had given 
watches, clucks and other articles to the 
retailers. Thisactuidly .served dual purpose; 
One, they were motivating the retailer to 
perform bener, the other was the clocks 
and other decorative articles served as 
promotional articles. \^’hereas, understand¬ 
ing that in order to work effectively with 
retailers, it is imperaUve that the company 
deliver better service than its competitor. 


Pep.si IS fwusing on better relationship 
management with retailers to beat Coke. 

VI 

The Soft Drink Industry Today 

At picsent. Coke operates through a 
system ol franchise bottlers. It has 
bottling units partitioned amongst 26 
companies Hach of these bottlers earlier 
was doing hu.siness with Parle's Kamesh 
Choulun. bclorc he sold off his soft dnnk 
brands lo Coke. As per agreement signed 
between Coke and these bottlei s. the fomicr 
su|)plies them with the .soil dnnk con 
Lcnit,iie. which they bottle and then 
disttihutc in their respective lemtones In 
a move to strengthen its position in the 
Indian niurket as well as reduce, if not 
ehmin.uc completely, its conflicts with its 
bottlers. Coke plaas to set up two bottling 
comp.inics Piomotcdby Coke South Asia 
Holdings, It will own all the hoUling 
facilities that the company currently holds 
in the country I'ndcr the new plan, the 
bottlers will «.easo lo remain independent 
entities, instead, depending on geo¬ 
graphical location, they will be merged 
iiitoeithei ol the nicgahottlingcompanies 
Considering the huge potential ol growth 
of the Indian market. Coke wants toexpand 
the market by 40 per cent per annum, as 
aguin.st existing gniwth levels ot 20 pci 
cent As a move towaids that din'ction. 
Coke IS oftcring bottlers an equity stake 
in (bo two new boilling companies and 
also,I v'ul in the siwcial advisniy cnmmiilec 
to assist the mega bottling companies on 
Its strategy in,India 

Coke has the plan to take its bottling 
companies public in India and then iccoup 
all the investiTicnts it has made in the 
countiy so far Coke presumes lhai the 
ownership ot bottling units will do away 
with the teat about the prospect ol any ol 
Its houleis detecting lo compctilof Pepsi. 
It also aniieipales that it will piuvide the 
(oinpany a lair deal ot llcxibility and 
control o\ cr hi iiiltng, the same advantage.^ 
that are enjoyed by iLs competitor Pepsi 
Thus once it owns the bottling units, it 
would be easiei lor Coke to transfei the 
bottling icvlinology to India. And more 
inipoitantly. il Coke were to pul its money 
in expanding operations, the cost of funds 
would he Iar less than ifthc Indian bottlers 
did, simply because capital can be cheaper 
abroad 3ut tlu-ic lies an element ol emotion 
since mo.st ol the 26 bottlers have been 
in the trade lot «-vcr 20 years. Since Coke 
nceU.s boillei' as much as bottlers need 
C'oke. it Coke toims a bottling company. 
It mu.st he able to convince the bottlei s ihai 
then capiial employed will definitely 
multiply, perhaps faster than its pic.srnt 


rate of accretion. It should also be ablnil 
provide some sort of a safety net to \ 
bottlers if the bottling company fails t(| 
achieve its pledged profitability. Aitt| 
finally. Cuke must assure the bottliiqi 
companies that they will remain acfivw 
paiiicipimts in the busines.s, and 
degenerate into passive shareholders. 

Squcc/tng maigtiis is Coke's msill 
weapon, wlicicas the bottlers intend lousiL 
the political weapon Many oi them havef 
been making rcpicsenlalions to the 
government and lobbying with memhens 
ol paihamcm to put pics.surc on Coke 
They have been talking alniul launching 
a new soli drink lo take on both Cuke an' 
Pv'psi By early 1094. Coke should haveS 
at least .^0 per cent of its bottling operalionsi 
undei Its belt, wishes Coca-Cola Indw 
piesidcntandCbC) Tlie multinational softs 
drinks company has alieady acquired! 
several bnltlmg plants in India and hupes| 
to bnng 2(1-25 ot its 50 boitleis under us| 
wing by next ycai. This, translated into; 
teal tei nis and pegged to tlic current matke^ 
output level, means that the company will! 
vliieclly contiol 65 iiiillion cases ol tha 
total 130 million Coke is now strevsin^ 
thatbulllcis with ashoiici term perspective! 
should eithei sell then plants to the? 
(.utnpany or cniqj into a joint venture' 
unaiigement Cokcisenteiingintodialogue',- 
with Its bottlers to ihrash out their plans; 
and the eoni|ijny's expeciaiioiis. based un> 
Its current strategy ot building on and| 
managing its existing capacities more; 
cotK citedly 

In a .siiaicgu decision signifying the; 
importance ol its Indian operations, Coca-j 
C(da India has been upgi aded as a separate'', 
business di vision, ie|H>iting directly lo thc; 
headquarters ol the Coca-Cola Companyl 
at Atlanta The new division would also! 
signify less buicaiiciacy since its needs* 
were earlier touted thiough the Bangkok| 
otlicc and would inipiove acaiuntability,'! 
responsibility and autonomy ot C'ok c The j 
lesiiui uiritig was also necessitated by the! 
high volumes involved in the Indian market' 
and Its liiiuie growth piospecis. (Jperatingl 
as a division will now allow the companyl 
to manage its business with more autu-j 
numy The company has undertaken ncw| 
marketing initialive.s. which includes^ 
launching its products in Bangalore andj 
Guntixii in the south and the ‘get lef resiled’ 
promotional campaigns toi its Linica andi 
Thums LI p brands, which have been identi*! 
lied as new growth vehicles (Pepsi had; 
also restructured its Indian operations byi 
cieaiing a .separate division - PepstCoj 
India) I 

Coca-Cola India has fumed upaRs 1(X); 
ctorc invcsstincni programme toi its first ^ 
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, company-owned bottling plant in the stsle 
'' ,1/ Karnataka Simu/taneoualy. aval P\epsi 

IS also piessing ahead with its Rs 25 crore 
expansion plan in the stale, spearheaded 
by Its proposal to launch carbonated fruit 
juice-based beverages According to the 
company, the only stumbling block in this 
move IS the high rate ot excise It is also 
setting up a research and development 
(R and D)ccntrc at Neelamangala in Karna¬ 
taka Pepsi has already acquiicd 1 2 acres 
ot land adjacent to its greenfield piojcct 
set up about a year ago This land would 
mainly he used for R and D activities in 
horticulture Part ot this investment would 
also be employed to set up other infra¬ 
structural taciliiies like carnage trucks and 
the necessary culd-chain, etc Initially, 
however, the company would develop new 
varieties ot potatoes and tomatoes for use 
in Its snack foods business - operated 
through a separate company, christened 
Fnto-Lay India Latci. tlicre aic plans to 
extend the activity to othci Iruits which 
may be used to prepare carbonated Iruit 
juice-bused beverages The Neelamangala 
bottling plant spread over an aica ot five 
acres, has lines to bottle fruit juices 
Presently, the company manutactuics and 
sells two mango-hased he vci ages, namely, 
‘Slice' and 'Mangula While the former 
is a revenue giosser worldwide, the latter 
was acquiied by Pepsi from the Munihai- 
hased Dukes 

But Pepsi's archnval Coke has no im¬ 
mediate plans to lot ay i iilo pniducls outside 
aeraiedsolt dnnks like Coke. Faiita, I'hums 
Up. Linica, et<, unlike that ot Pepsi Coke 
had already acquired a 20 acre plot to set 
up a greenfield plant near Bangalore Part 
of the investment would also be used in 
setling up the plant, to acquire inachineiy 
and chi Hers and lorcstahlishing other inf ra- 
stiueturul needs like cainage tiucks, cic 
This hottlmg plant would he Coke’s thud 
company-owned botiling plant in ihe 
counlry. Coke has the approval ot the 
Foreign Investment Promotion Board 
(fTPB) to set up four inve.sting companies 
for equity iiivesinieni in downstream 
bottling units Coca-Cola India's rcslruc- 
lunng plan is one year ahead of schedule 
and the consolidation ol the company's 
botiling opiTation would hi* complete by 
the end of PIW The lompany expects to 
own and operate at least 25 C'OBOs by 
the mid-19*^9 Aiourid 15-20 bottlers 
would entei equity joint vcntuies, with 
Coke commanding a majonty slake in 
them. The remaining 5-7 bottlers, ba.sed 
mainly in noith India, would continue to 
work as the soil drink major's Iranchise 
hcittlers The equity investments in the 
bottling companies were being made by 


two companies set up for the purpose, 
nanicfy. Hindasian Coca-Cola Bottling 
Noith-eost and Bharat Coca-CoIaBoUling 
South-west. By year 2003 the company 
would divest 25 per cent bi the Indian 
public, implying it would end up being 
owners of 51 per cent equity. Mo,st of the 
bottlers were, howcvei, opposed to the 
move. 

VII 

Conclusion 

With two of the largest three players in 
the world market already in India with 
their global brands, a shake-out has oc¬ 
curred as they confront the local players. 
The results ol such a shake-out are veiy 
likely to be III favour of global players 
Almost all the strategies the local players 
can think of are likely to be imilable and 
a global playci is likely to beat them on 
their own turf. 

With Coke and Pepsi continuing their 
thrust on cola, the Indian market attei 
attaining inatuniy is almo.sl resembling 
the US market where cola has two-thirds 
market .share In a bid to tap the home- 
consumption deniaiid. the multinationals 
have come out with bigger bottles and 
cans The growth late ol the Indian soft 
dnnk market has already jumped, con- 
sideiahly Assuming the trend continues 
the market size is likely to be around 5(X) 
million cases 5 years from now due to the 
I acts that. 

-India has immense latent demand with 
Its 15 crure stnmg middle class. 

-Tlic per capita con.sumption ol Indians 
IS lowcrthan even Pakistan and Bangladesh. 
-The I irms arc pursuing this latent demand 
with inv ruasud vigour 

With the leading brands in the soft 
drink industry already in India, the 
country, has become a part ol the global 
mafket These companies arc using 
spon.sorship ot local and intemalional 
events to market then products They have 
inu eased ad spends and roped in local 
cclebnties They have also introduced 
global standards, .sy.stems and procedures 
to the industry. 


With all the changet mentioned 
becoming indoany nonns, the cost of entry 
had become higher unlike the past when 
it used to be a low capital business. In t h gr 
quest for new markets and higher volumes 
these new multinational players in the 
Indian soft dnnk market have raised the 
entry barriers, improved and expanded the 
distribution systems, gobbled up or driven 
out the smaller players and truly globalised 
the industiy. 

It may be worth noting that the strategies 
adapted by both the titans are fairly com- 
mensuraung with the strategics adopted 
by them for living up to the trends of 
globalisation. The only difference that is 
important to observe is that the strategy 
pursued by Coke in India for having 
COBOs IS contrasting with their strategics 
of growth in other global markets where 
It has totally concentrated upon FOBOs. 
So It may be due to this reason ot drifting 
from the conventional mode of operation 
that Coke had encountered lot of problems 
a-garding legal and other marketing issues. 
On the other hand. Pcp.siCo has followed 
the strategy lor operations similai to what 
they indulge in othei global markets opera¬ 
tions mainly through t'OBOs The non- 
(x:cuiTcnee ol pmblcnis, faced by Coke, 
tor PepsiCo can be attnbuted lo iheircarber 
experience and cxperlise in the global 
markets and sticking on to those in the 
Indian market also It .strengthened its posi¬ 
tion by setting up another subsidiary, Pepsi 
Co India Holdings, as an investment 
vehicle 
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For the Attention of Subscribers and 
Subscription Agencies Outside India 

Ii has come lo our notice that a large number of subscnptinns to ihc EPW from outside 
the country together with ihc schsciiption payments sent to supposed subscnptinn ugetils in 
India have not been forwarded to us 

We wish to point nut to subsenhers ami suhscnption agencies outside India that all foneign 
subset iptions, lugelher with the appropiiaic remittances, must be forwanied to us and not 
lo unauthorised third parties in India 

We take no leipunsibility whatsoever in lespect of subsenpuons not registered with us 
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Food Policy and Nutritional Security 

Unequal Access to Lipids in India 

Bruno Dorin 

Food self-sufficiency or food security is usually measured in terms of < ereuls and calories. Through an 
analysis of the Indian nutritional supply and accessibility, this article focuses on the determining factors 
bf pfoduction, distribution and consumption of lipids. It demonstrates that there is a much more severe 
deficiency of fats (and of calories) than that oj carbohydrates and proteins, e.specially in rural India. This 
leads us to asse.ss the role of Jood(-grain) policies following the green revolution. 


I 

Introduction 

A COMMON aim of national agricultural 
policies is to ensure the country's food 
secunty. Tins is now widely accepted as 
an assurance of the toady availability in 
the market of commonly consumed 
commodities neccssaiy for a healthy and 
active existence, at accessible puces lo 
every member of the population. In a 
related field, there is another widely 
accepted point- India, where a sixth of the 
world's population is concentrated, bus 
become more or less loud scll-sutlicient 
since the late 1970$ owing to the 
temarkable succcssof the green revolution 
fhe harrowing expenence of the last great 
tamine of 1943 in West Bengal is fading 
from the collective memory. likeMalthus's 
dire predictions A third widely accepted 
point inherent in the two mentioned above, 
in view of the abundant literature they 
have spawned, is that fixid self-sufficiency 
or food secunty arc first and loremost 
examined and a.s.scsscd in terms of cereals 
(called tood-crops '01 'foodgrams') and 
calones.This approach has I'm many years 
guided analyses and macro-policies and 
led in particular to 'grain' revolutions in 
Asia. But It has not genuinely solved the 
problems of undernourishment and 
malnutrition which aie still widespread, 
especially in the subcontinent Numerous 
'nutrition programmes' are then launched 
m an attempt to salvage lhc.se ‘ food' (-grain) 
policies from their giave limitations 
By means a case-study, this article 
tnes to demonstrate that it can be both 
enlightening and profitable to assess and 
formulate food and agricultural policies in 
terms of 'nutritional' rather than 'foixl' 
secunty I'he idea is not entirely new. But 
has it really been put into practice? Is it 
likely to change ourpresent diagnoses and 
policy recommendations'’ Is India as self- 
suffleiem and secure in nutritional terms 
as it is in 'food’(-grain) terms? Has the 
active 'food'(-grain) policy pursued in the 


subcontinent during the last 30 years paid 
equal attention to all the three basic 
nutnents. i c. carbohydrates, proteias and 
liptd.s’’ One thing is certain: our nutritional 
approach entitles us to focus our attention 
on lipid.s, 4 hitherto neglected nutrient in 
food policies Thanigh a detailed analysis 
of then supply (Section U) and acce.ssi- 
hility (Section III), including 41 tentative 
presentation of the determining factors in 
their production, distribution and con¬ 
sumption in India, policy recommenda¬ 
tions (Section IV) arc made. 

II 

Sources and Supply of Lipids 

Role of lipids III hiwian diet. All foods 
contain water, nutnents (carbohydrate, 
lipids and proteins), micio-nutrients 
(minerals and vitamins)andnon-dige.stible 
vegetable fibres in variable proportions 
An adequate nounshment calls fora,supply 
of these nutrients and of their different 
foims in specific proportions and 
relationships 

Lipids consumed cither in their 'visible' 
form (as buttci, oil and marganne) or m 
their 'invisible' form (as components of 
other fiKids like cereals, meat or milk) 
peifomi numcious functions. They arc 
above all a lonccntiated source of energy, 
while on an average, one gram of caiho- 
hydrates or proteins provides 4 kilo¬ 
calories. one gram of lipids produces 
9 kilo-caloncs. 

Lipids, being composed of tnacyl- 
glycerols, are also a source of fatty acids 
which, on the one hand, enhance the 
acceptance of ftxxl and its palaiability 
and. on the other, carry and help the 
absorption of fat-soluble vitamins (A, D, 
EandK) These fatty acids may be saturated 
(short-cliain tatty acids, stearic ai id, and 
group of laiiriL, inynstic and palmitic 
acids), mono-unsaturated (mainly oleic 
acid) or potyun.saturatcd (like linoleic ot 
linolenic acid). Since linoleic acid and 
linoicnic acid arc two 'e.sscntial fatty acids' 
(EFA) that cannot be synthesised in the 


body, they mu.st be present in the diet, even 
.more so hccau.se their presence influences 
titc structure of cellularmcmbranes, vision, 
the central nervous system, the synthesis 
of hormones regulating the piessure and 
viscosity of bliKMl, mu.scular contraction, 
male feitility, gestation, lactation, the. 
formation of foetal organs (especially, the 
liver and the brain), etc 

b'lnally, although lipids must be present 
in a sufficient quantity in our diet, they 
should not be in excess As a matter of 
fact, when the diet is too iich. the body 
transforms a patl of the carbohydrates and 
lipids into ',reserve fats' A high-calone 
diet, particularly nch in lipids, especially 
of animal ongin (which havea large content 
of saturated fatty acids) is conducive to 
obesity and to caidio-vascular disea.ses. 

pRODiitaioN aniiImisiri 01 EoiBLt 

OlUS AND r-AIS 

The ma|oi portion of edible oils 
consumed in India is supplied by domestic 
oilseed cultivation (Giaph I), which ha.s 
been implicitly iclegated to and and scmi- 
and /.ones and seasons in the course of 
India'sagnculturaldevclopmenl Ground¬ 
nut (cultivated in the .southern part of the 
Indian penin.sula with a stagnant growth 
since the early 199(K) and iape.seed/inuv 
lard (increasingly cultivated in the north) 
are the must widespread oilseed crops. But 
sunflower and soybean cultivation, prac¬ 
tically unknown in Indiain ihcearly 19K()s, 
has since recorded a remarkable growth 
III the .south wc.st and central states ot 
India (Karnataka and Maharashtra lor 
.sunflower, and Madhya Pradesh lor .soy¬ 
bean which has also shown a great poten¬ 
tial for oilcake exports). Along with 
.sesamum, safflower and niger which have 
been grown in India toi a very long time, 
and liissecd and ca.stor mainly used tor 
indu.stnal purposes, these nine oilseed 
crops (26 millions hectares in 1995-96) 
have .show n a tremendous ri.se in theirtotai 
pro'luclion (increase in cultivated areas 
for most ot them and in pitxluctivity for 


Economic and Political Weekly June 26, 1999 


1709 f 
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Q Other sources iKiccbron, Oilcakes. 

Tice home oilseeds, ) 

^ Scsaiiiuin, Safflower, Nittcr 
13 ('oKon. ('oconut 


U Sunflower Soybean 
S Rapcsced. Mustard 
mo Groundnut 

03 Major sources (aggregated) 


Direiloiate of Hvononucs and Statisties/Diicctorate ol Vanaspati, Oil and Pats/Solvent 
f-xti.iciois' Association 


it could be much higher considering the 
large untapped resources still existing in 
India in this field. The production of 
cottonseed oil (concentrated in the western 
and southern parts of the country) ranks 
today at number four in India (after 
rapeseed/mustard, grouiKlnut* and sun¬ 
flower oils). India has become also the 
world's largest producer of rice-brain oil 
(4,80,000 tonnes in 1996-97, for both 
edible and industrial uses). This could not 
have happened without the development 
of solvent extraction industries (about 6S0 
plants at present as against a minimum of 
50,000 ghanis and expellers), which 
became much more active in the l9K0s, 
also extracting oil from oilcakes and from 
seeds of forest origin 
Thanks to this rapid yellow revolution, 
India is now the world’s fifth largest 
producer ot oils and fats alter the US, 
the European Union. China and 
Malaysia But the major portion of these 
vegetable oils is still sold in bulk since 
douhle-filtcring, refining and packaging 
processes were developed only during the 
last 10 years (about 3(X) refineries at 
pre.\cnt) However, a fairly sireahlc 
portion of the total volume is used lot 
manufacture of vana.spati hy a gioup of 


some oi them) since the late l9X()s |IXuin 
1904. Bansil 1997, \VB 1997) 

This ‘yellow revoluiion' i22 million to¬ 
nnes ol oilseeds produced in 1995-96 as 
against 11 niillionin l9S5-X6)ua.sh(K)stod 
by the Technology Mis.sioii on Oilseeds 
(TMO), a special task lone ustablishi*d in 
1986 to leversc the escalation o( imports 
at a time iniid-19X0s) when India had 
reached the fKisition ol the world's largest 
importer of vegetable oils Its price policy 
in lavour ol oilseeds and their growets - 
through a market intervention opeoition 
(MIO) managed hy ilic National Dairy 
Development Board (NDDB) and the 
Oilsecdsfimwcrs’ Co operative Societies 
It has set up - Mill raises many issues and 
controversies At lhal time (late 1980s), 
this operation/operator undoubtedly 
endangcied the stt atcgiesol some powerful 
oil millers/tradeis colluding with some 
union or state departincnis/undertakings 
tor maintaining a system ot import, .subsidy, 
transportation, stoiage, distnhuiion. etc, 
which was mu always fan. cither to the 
farmet or the consumer, even when it did 
not cneouMge very lucrative underhand 
dealings irXuin I9‘M1 
Apart lioni annual crops, plantations 
aksomcet asignilicant portion of iheindiaii 
demand loi vegctahleoil Tliesean*mainly 
coconut plantations (concentrated in the 
southcrnstatc.sol Kerala. Karnataka, Tamil 


Nadu and Andhra Pradesh) known to 
provide a livelihood to more than five 
million pt'rsons As far as palm oil is 
concerned, its production is not yet signi¬ 
ficant, il not non-exislenl according to 
national .stathstics on vegetable oil produc¬ 
tion However, the government of India 
promotes the plantation ol large areas in 
southern paits ot the country. Palm oil 
undoubtedly has a potential lor yielding 
much more oil per hectare than any other 
ciop despite the fact that Indian agro- 
climatic conditions are not as suitable as 
those oi acountry like Malaysia. But speci fie 
crashing facilities arc yet to be installed. 

I.as( but nut least, the extraction of oil 
fnmiby-pioducisisquilcefficient although 


about 175 Iactone.s, most ol them sub¬ 
ject to public controls and incentives. 
The pioduction ot this hydrogenated 
mixture ol purely vegetable oils (i c. 
without milk, unlike marganne which i:, 
not popular in India) ha.s remained .stagnant 
since the early I98()s (about 9,(X),(K)0 
tonnes per annum) 

In addition to vegetable oils, there is 
domestic production of animal fals, hut 
with a vety pcxir database due to the 
wide dispersal of producers (households, 
farmers, co-operatives and indastries). The 
most significant ones are butter and ghee 
('clanfled’ butter, i c, boiled and filtered) 
which are much moicco.stly than vegetable 
fats Their total production, acxiording to 
the FAO, wa.s 1.6 million tonnes in 1996 


Tahil I AoRo-NuTxmoNAi I’Rwiixs (19%) - Enlkgv PERltmAU 
AOAINSr WoM I) Awragi in Cauwics 


T ype ot Foods 

Indu 

Franu’ 

Developing 

Counines 

Developed 

Countries 

World 


Kg/ 

Year 

Kc.ll/ 

Day 

Kg/ 

Year 

Kcal/ 

Day 

Kg/ 

Year 

Kcal/ 

Day 

Kg/ 

Year 

Kcal/ 

Day 

Kg/ 

Year 

Kcal/ 

Day 

Cereals, suishy nxics 188 0 

1568 

I86.t 

987 

225 2 

1614 

206 5 

1146 

221 0 

1.509 

Fniit, vegetables 

88 1 

78 

2194 

186 

136 2 

126 

190 3 

163 

148 3 

135 

Pulses 

12 7 

121 

2 1 

19 

73 

68 

29 

27 

63 

59 

Fish seafood 

8 

7 

27 9 

40 

117 

20 

23 2 

47 

14 3 

26 

Meal, offal, eggs 

h.S 

26 

12.K2 

631 

32 1 

186 

91 0 

385 

45 4 

230 

Milk (exr buller) 
Nuts, oiliccds. 

61 9 

108 

256 2 

369 

42 4 

71 

196.6 

282 

77 1 

118 

nils, fats 

17 7 

257 

40 5 

749 

18 3 

285 

29.7 

561 

20 8 

.347 

.Sugar, swieetencrs 
Total (with others) 

^5 6 

225 

2415 

.%7 

355 

3551 

24 7 

191 

2619 

42.5 

400 

3177 

28 7 

238 

2745 
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(I 4 ofghee and butter), being about double 
their production in the early 1980s. 

Per Caput Supi-ly of Lipids 

The agro-nutritional classification of 
foods (Table I) and its expres.sion in the 


form ol a 'nuiriiional rose’ (Graph 2) 
reveals three nidjnr peculiarities in the 
Indian agro-nutritionai profile 
The average caloric intake is fairly low 
2,415 kcal per caput per day* as against 
2.619 for all developing countries, 2,745 


at the world level and 3.177fordeveloped “ 
counttiesin 1996 fFAO 1998b]. A world 
agiu-nuiritional elassilieation based on 
HAO’s averages tor the threc-ycar period 
extending Irom 1975 to 1977 placed India 
(together with many other developing 
countries) under the type 'tiaditiomdly 
agncultural based on cutcals' where the 
category ot ‘cereals and starchy mots' Is 
the only one that contributes more than 
10 per ccnl ot the total dietary energy 
supply I Malassisetal 1986 46) Twenty 
years later, this profile has not changed 
since 65 per cent ot the total energy is 
piovidcd by this categoiy However, 
dui ing these 20 years, the average calone 
intake has gone up by more than 400 
kcal This rise is partly explained by the 
ineieased supply ol both milk and 
vegetable oils 

The supply ot kxids iich m animal 
protein (meal, ot I al, eggs, tish and seafood), 
IS much lower than the woi Id average The 
inlliietKe ol veget.Triamsm on tixid habits 
IS to bi* expeeied, but it cannot be ihe only 
explanation 'I'his low supply of animal 
pioleins IS in a way balanced by a higlier 
supply ot toods iich in vegetable pioteins 
(pulses, also Iich in iohe acid) However, 
the supply ofpulscs has been going down 
Itom year to year, trom 23 kg pci capui 
pci year in 1961 to only 12 7 kg in 1996 
|FAO 199«b| 

The supply ol Iruits and vegetables is 
also one ot the lowest in the world 
(especially gicen lealy vegetables rich in 
micio-nutrients), jusi j.s in the case ol 
foods with a high hpidiv eonicnt Ilie per 
Luput .supply ol vegeiable oils was only 
7.3 kg pei yeai in India in 1996. while that 
of animal lats did not go bi'vond 1 5 kg 
|FAO 199Kb] Howevei, the supply of 
nuts and oilseeds and that of vegetable oils 
have gone up very sigiiiticantlv since tlie 
yellow revolution an increase ol nearly 
2 kg within 10 yeat s in the case ot vegetable 
oil (5 5 kg pel Lupul pei year in 1987) 

But a low supply of vegetabie oi animal 
oils and lals (visible lipids) does not 
necessarily mean a delicient siifiply ol 
'ipids Those Lontaincd in other toods 
(invisible lipids) can make a signiticant 
contribution This hold'^ tins tor India' 
The total per caput supply ot lipids was 
e.sliniatcd al 44.2 grams per day in 1996 
(as against 36 1 grams in 1987) ot which 
almost halt (20 K giams) weie obtained 
trom invisible lipids coiilained in fimds 
likeecieals and milk (T>iblc 2) However, 
despite the importance of this invisible 
supply, the total of 44 2 giams docs not 
impnive India's posiiion since il is more 
than 25 gnims below the woild average 
of 70.1 grams 
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Orami 4 Miinthly ChancjFs in Whoimaix Finn Indexis in India (Amiiu 1982-SEmMBER 1998) 



— All LiiminiHJitifs — C'cumIs - - Pulses --Oil Seeds —Edible Oils 
Siiiinf Oltuc ol the Econuinu. Advisei Minisli> ol Industry 


(Jiven (lu* present state til knim ledge, 
nuintinnistssccmtoagrceitiiihcnutiitiDnal 
icsoiniiicndations Liiiitaiiicd in Table ) 
'Ibeso data s an he pi Dies led on a nuintutnal 
triangle ((iiaph 3) wiili Ihe iJc facto 
sDiitiihiition ol eath niitncni to the total 
eneigy supply ol a paiticul.irdiel (Table 4) 
In India, the contribution of lipids is only 
Ifi piM teni, wliich is veiy close to the 
ntiniinum level ol IS pei cent leioni- 
mended by nutritioiiists lor adults It 
can therefore be claimed that the piesent 
supply of lipids IS )us( sullicieni to meet 
the basic nutritional regimenient ol the 
population, and since ihi.s supply in¬ 
cludes signiticanl inipoits ol vegelahle 
oils (21 pel cent ol the tlome.slic supply 
in 1996).^ the country's sell-sufficiency 
IS very fragile in this respect despite all the 
achievements ol the vellow levolulion 
On (he other hand, a brighter picture can 
be painted by calculating and using a 
threshold lowct (han 15 pei cent As (he 


iheretore he said that the present per 
caput supply ol 44 2 grams ol lipids 
(Table 2) is largely sufficient (o meet 
the nutritional n;qutrement of the Indian 
population llianks to the yellow revolu¬ 
tion. India has gained more than .self- 
sulliciency in this le.spcct 
1 his ambiguous conclusions regard¬ 
ing self sufficiency in lipids has a lot 


Suuiir of Lipid India 


Visible 

Vegelahle oils 

19 3 


Aninuil fats 

4 1 

Inv’sihlc 

C'eroals lescluding beer) 

69 


Milk (escluding bullet 1 

57 


Nuts, oilseeds 

4 1 


Meat, oltal 

1 ) 


Oilici* 

28 

rotal 

Vegetiil products 

32 4 


Aninul products 

II 7 

Total 


44 2 


to do with the ambiguity regarding 
minimum thresholds. This should draw 
the attention of specialists who are today 
apparently more inclined to focus on 
maximum norms for populations suffering 
from over-consumption of lipids and 
cardio-vascular diseases. All that can be 
said now is that India appears to be more 
or less self-sufficient in lipids, which 
was not so evident in the mid-1980s. 
Twenty years after the green revolution, 
the country has well and truly witnessed 
a yellow revolution But its aim and 
motivation were essentially to pul an 
end to costly edible oil imports rather 
than to improve the per capita supply 
and accessibility of lipids, a nutrient 
who.se nutritional importance and 
possible dc'lictency among certain 
groups ot people Should be, but is not 
really a serious matter of concern to 
many experts and policy-makers 

III 

Accessibility of Lipids 
Prusitisisiiions io Bi Vekiiiio 

A satisfactory fond oi nuiiicnt supply 
at the national level does not nccessanly 
imply that mo.st individuals arc IixhI or 
nuliienl secure Howcvci, m llic case of 


France 

lleveloping 

rouuiries 

Developed 

Countries 

World 

45 6 

21 1 

41 5 

____ 

.)4 0 

3 X 

16 1 

6 5 

.) 7 

6 2 

41) 

57 

2) 8 

37 

16 2 

65 

36 

4 5 

3 7 

44 

44 8 

136 

24 8 

16 1 

8 7 

4 5 

7 7 

5 2 

55 8 

33 9 

51 8 

37 9 

108 4 

23 5 

62 2 

32 2 

164 2 

.57 4 

1140 

70 1 


Iabii 2 OkkiIN AND PiK Capci Sl'milsoi Lin[)S(lV96) 

(O'lomt />«» day) 


Indian ('ouncil ol Medical Re.search 
(ICMK) wms i<< claim, lipiJs do mailer 
as suppliers of c.s.seiitial fatty acids as 
against their other known propciiies 
(relateif to tat-soluhic vitamins, energy 
density, palatahility, etc) By accepting 
this consideration and by .simultaneously 
admitting that 

-essential tatty acids must provide at least 
4pcr cent of dietuiyeiwigy supply (Table I), 
- KK) grams ol lipids, both visible and 
invisible, contain SO grains ol essential 
latty acids' (NIN 19X9 71 
■ the niiniiiuim per capita dietary- energy 
lequircinent is 2,I(X) kcal pci day,^ a 
supply of 18 7 grams' of lipids per capita 
per day appears to he the tnininium 
threshold for satisfying the vital rcquire- 
meni ol essential tatty acids It can 


Mi/e .Scirchy n>ois, sugai-rrops sweeteners, pulses, vegetables, rniiis, sitmulanis, spices, altohdlic 
bescrages, eggs fish, seafood. j(|uatiL products, iiitscellaneous 
Souur Food and Agriculture Organisation 

T.snir. 3 Nuiriiionai Ruommindaiions - Encri.v Plrci-ntaof 
aCiainsi lorAi Dll. I ary Eniki y Sum y 


Nhiiicnt 

Minimum 

Maximum 

Sources 

C.3rhoh>draies 

55 

75 

WHO 1990 

Proteins 

10 

15 

WHO 1990 

Lipids 

Total - Adults 

15 

30* 

FAO1994, WHO 1990; NIN 1989 

1 olal - Women of child-bennng age 

20 


FAO 1994 

lotal ■ Children under two years 

52 then 30 60 then 40 

FAO 1994 

Esscniiai FA - Linoleic 

4 

10 

FAO 1994 

Essential FA - Linoleic/Ltnolenic 

5 1 

10 1 

FAO 1994 

.Saturated FA 


10 

FAO 1994. WHO 1990 


Nine FA - fully acids 

* 35 per cent fur individuals if (I) active. (2) with a balanced energy intake. (3) with a 
soiistactory intake of fuUy acids and other nutrients. (4) energy provided by saturated fatty 
acids does not exceed 10 per cent of the lolal energy consumpuon [FAO-WHO 1994.4] 
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Graw 5 Householt Consumer ExrENDrruRE on Eoimx Oiu in India (1967-68 - 1993-94) 

Expenditure 

Percentage 



duction and imports, should be sufficieilt 
to meet the requirements at a national 
level, but also that (b) this national food 
.supply should be made available to aU 
individuals through a distribution systmit 
geared to deal with possible local piob*' 
Icms such as isolation of fotxl-producing 
areas, absence of proper roads and trans¬ 
port lacilities, traders' monopoly, etc. and 
(c) these individuals should have on ad¬ 
equate purchasing power to be able to 
afford a suiricicnt quantity ot commodi¬ 
ties to meet their daily needs and food 
habits In this wider tramework, it be¬ 
comes imperative to appiaise how the 
national supply of lipids is distributed and 
consumed, and why it is so, in order to 
complete the preceding overview ol the 
supply and its key determining factors, but 
also to confirm, to enlarge or to contest 
some ot the assumptions |K'rtaii>iiig to the 
present Indian agricultural and food 

polll ICS 


Siiuiif National Sample Survey Oiganisalum 

lipids, this basic poini does not seem to 
be ot key interest, although it has vihk* 
political implications, as we try to illustrate 
and underline it thmugh the following 
statements 

(1) On the basis of a demoihstration 
similar to tlic one presented in the preceding 
section,- C Oopalan and ICMR claim that 
even it 17 percent of rhe poor population 
in rural aii'js do not consume any edible 
oil. iheir diet contains a sufficient quan¬ 
tity of lipids thanks to those contained 
in ceicais | WHO 1990 50), and that the 
"prevalence of essential fatty acid defi¬ 
ciency .imong such population is low" 
(NIN 1989-7]. 

(2) When publishing its .statcstics fur 
the year 1993-94, the National Sample 
Survey Organisation (NSSOl claim.s - 
without the support ol any visible evidence 
- that “while the intake ot calories was 
observed to be lower, the level ot protein 
and fat consumption wa.s cnnsi^rably 
higher than the standard minimum 
requirement per diem per consumer unit 
in both the [rural and urban] sectors" 
(NSSO 4996d:l7]. 

(3) On the basis ol these as.sumptions 
and an erroneous demonstration,^ two 
economists Gulati and Phansalkar 
(1994:260) tush to the conclusion that "it 
IS obvious that the edible oil policy cannot 
he designed solely on the basis of nutri¬ 
tional needs" and that "nutritionally speak¬ 
ing there is no need to worry about the 
shortage of veg^able fat in the countiy”. 

{4) Finally, three other economists, 
Gulitti, Sharma and Kohli (1996;A19) 


argue that “the area switches in favour of 
oilseeds [under the TMO and MIO] havp- 
taken place primhrily at the cost-of 
loixigrams” and that "these developments 
in the cropping patterns need to he taken 
seriously as they aflect the supply-de¬ 
mand balances of respective crops and 
have repercussions on efficiency as well 
as on lixid sccuniy”. 

In other woids, this presupposes that (a) 
India IS food .sclf-sulficient - if not food 
.secured - thanks to cereals, (b) the green 
revolution has generated a fair and effi¬ 
cient allocation of resources and (c) these 
are foundations that should not be dis¬ 
turbed but it’inforccd 

Before ratifying these assumptions, it 
would he u.sclul to investigate further the 
question of tood security from a nutrient 
point of view, keeping in mind that the 
now commonly accepted definition ol food 
sccuniy not only impliesrthal- (a) the total 
food supply, inclusive of domestic pro- 


KlCiIDSS. TaSIKS and MAKktIS 

The year 198(>-87 is the only year for 
which lairly comprehensive data on oils 
and lats consumption in India an* available 
fNC'AER 1986'' VMA 1991,'•> Dorm 
1994] TJieit is a suhslanlial diifcrence in 
consumption between the southern region 
(Karnataka, Kerala. Tamil Nadu and 
Andhra Pradesh) and the northern region 
(Uttar Pr.-ulesh, Delhi, Haryana, Punjab, 
Himachal Pradesh and lammu and Kash¬ 
mir)' the lonner is one ot the major pro¬ 
ducers and buyers (per household) ol 
vegetable oil, while the lalti'r puichases 
almost .‘iO pet lent of vanaspati and ghee 
and more than 30 pet cent ol butter 
although It repiesents less than a quarter 
of Indian hou.selK)lds The western region 
(Maharashtra and Gujarat), where the 
NDDB has its roots, is the major purchaser 
of milk-hascd fats. Finally, when pur¬ 
chased quantities ot vegetable oil. ghee, 
butter and vana.spali am added together, 
the western region appears to be the larg¬ 
est consumer ol visible iipids per house-* 


Tabu 4 Pir Capi'i Supply (» Enfrcy, C naoHYOitArrs. Prottins and Limds i ivvhi 



India 

Frunce 

Developing 

Couiilnes 

Drsc'lopcd 

Couniiies 

World 

Supply 

Energy (kenl/day) 

241.*) 

3S5I 

2619 

l]77 

2745 

Proteins .graiiis/day) 

58 6 

114 5 

66 4 

07 4 

714 

Lipids (giams/day) 

44 2 

l(>4 2 

.57 4 

114 

70 1 

- ot which visible hpids 

23.4 

79 6 

24 9 

57 6 

<2 : 

Eneigy contnbut'on (per cent) 

Cariiohydiates 

74 

47 

69 

5K 

66 

Proteins 

in 

1.3 

10 

12 

11 

Lipids 

16 

41 

20 

30 

2.3 

- of which visible lipids 

9 

20 

9 

!5 

il 


Sttwre Poixl and Agneahure Organisation 
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ORAfH 6 Lomnz Ci'Rvfcs «»r Cakihihvdratfs, pROftn and Umus in India (I993-94) 
Rurul Urban 



('arbohMluies lOii'l - <)<M) 

• Hrolciits ifiini s I) l?l 

i - Lipids i(iini 0 2'') 

• Siiuite Nntiiiiial S.uiipl(.' Surv<.‘> Oii;jnisuli(iii 
I 

I hold, as s'uinpjrt'd to tiic south, hut pai- 
t ticularlv to the east As shown bi'low, this 
< niaikfd iL-*!ionJh<aiiiiii ol oil and fat 
I lonsiinipiioi) in India is doteimined as 
niuoli hy culiiiial prch'icmcs ns h> inaikct 
' shortconnn^s whah ais’ still iinpsirtant 
' despite vaiious poliiics to icniovc them 
such as tk' National Oil 

” Gnd set up by the NODB in l'>K‘). or the 

• ongoing pioci’ss o( csonomis tchnins 

First and toicniosi Indn has a very 

• weak netwoik lor lapiJ distiibiition (in- 
1' adequate road, rail and port iacihties> and 
'I stoiage ol li'oiisturis, e.spe,.ially tor oil- 
> seeds and vec'nable oils logeihei with 

a somplex system ol laxs's and lontiols 
' between states and \s ilhin each state, and 
speculation by traders and middlemen 
taking advantage ol the situation and keen 



( utnukiiise pcrtcniagc uf populaiion 

— - CartMihydralcs (Ciini - 01)7) 

— Pmleiiis rCini 0,10) 

- 1 ipids (Gini = 0,21) 


on maintaining it. this leads to the L>)n- 
Lcntiution ol low pricc'd sales and pur¬ 
chases 111 areas wheic pioduction lakes 
place, simultaneously remforcing ‘cultural 
pieteieiiccs' (coconut oil in Keiala, 
groundnut oil in the .south, rapeseed/ 
nuistaid oil m the north, milk-based fats 
in (iiiiaiat and in the neighhuurmg met- 
lopohlan ama ol Mumbai, etc) 

.Sec ondly, the national public di.stnbution 
system (PDS) with its network cvf about 
4,.10,000 lair-pncc shops all over the 
country is not ol much help in lifting thc.se 
ti.ide b iriicrs. especially in lavour ol the 
piKirest sections of the population On the 
one hand, n has always been much more 
iiitercstcdindistnhutingceicals rather than 
vegetable oils" most piobably because 
adiiiinisiratois do not considei them as 


‘essential’ as cereals. On die other hand, 
vegetable oils for the PDS (mostly palm 
ci 1 1 mported from Malay.sia) are more likely 
to be rnksappropnated by corrupt officials 
and tradersdue to the high price differ¬ 
ence between the domc.stic and the inter¬ 
national market 

Thirdly, the vanaspati industry has 
contributed - to a certain extent - to the 
continuation of thi.s situation by helping 
to meet the demand in regions with a 
deficieiii production of oils and oilseeds 
It IS indeed in thc.se regions that it has 
developed sigmlicant processing capacities 
(mainly between the 1 <)40s and the I QhOs) 
whcrea.s ‘ghanis* and cxpcilcr units are 
stiKtly contined to the oilseed belts Its 
exclusive niunu()oly till the eaily I99()s, 
which allowed it to blend vegetable oils 
ol variousongiastincludingim(K>ttedoils 
dell vetud hy the StateTiadingC'orporation 
of India at a concc.ssional price), was 
undciubtedly an advantage tor facing the 
seuson.il luid regional vagancs ol (he Indian 
market But vanaspati (often called ‘veg- 
ciuhlc ghee') is ukso a c(K>kmg medium 
whose colour and con.sisteticv rc.scinble 
ghee, a pioduci obtained irom cow '.s milk 
much nunc consumed m the north than 
in ihe .south lor cultural, economic or 
religious reasons 

Lastly, coiiomii. dispanhes between 
legions and uiihin the population itsell 
are an imporlaiit explanatory lavtoi As it 
has been observed right from the I98()s. 
(here is growing geogtuphieal dualism 
between the enim* westuin part ol India 
whitli has a Icw^ but veiy dynamic deve¬ 
loping hells like [)elhi, Bombay Pune. 
Hyderabad and Bangalore, and a vast area 


Taihi s Ni rriiinsM m.ii MITE in I.ni>ia (IW 94) 


( ofiMiinei C alciiu ia s hv Vtunthiv PCi Cudiij Esneiid Uuie ll' uiehaiars 4 SfH-cun\unnni on_11 


Null icnis 

Ruial 

.. 120 

120- 

140- 

165- 

190- 

210 

215 

265- 

too 

155 

455 >560 

281 4 




140 

l(>5 

190 

210 

215 

265 

100 

15S 

455 

560 



1 'rhan 

•-IWI 

IfiO 

100- 

710 

265- 

.110- 

155- 

410- 

490- 

f*05- 

875- >1055 

458 0 




190 

2U) 

265 

110 

.155 

410 

490 

605 

825 

1055 



Pupulaiion (per i.cni) 

Rural 

16 

.19 

6 9 

8 1 

66 

76 

80 

74 

8 0 

74 

16 

18 

75 

tm 

1 'liian 

1 1 

1 1 

24 

2 .1 

27 

25 

26 

27 

2 5 

26 

12 

1 2 

25 

CaliHii's il.i..dM/iapita) 

Puial 

1.127 

1583 

1721 

185(1 

1968 

2048 

2154 

22'^1 

2410 

2592 

2804 

3262 

2151 

t'lbaii 

1.127 

1560 

1697 

1787 

1H90 

1987 

2070 

2186 

2299 

2474 

2689 

1011 

2071 

Proteins (g/d/capita) 

Rural 

17 9 

44 1 

17 7 

5| 0 

54 0 

56 6 

59 S 

61.1 

67 6 

717 

80 3 

92 7 

60 2 

Urlkin 

17 6 

41 6 

17 1 

49 5 

521 

55 1 

57 2 

60 1 

6.1 2 

68 2 

715 

8? 1 

.57 2 

l.ipidi ig/d/capita) 

Rural 

12.1 

15.6 

17.6 

20 4 

21 1 

26 2 

29 5 

114 

.18 6 

46 9 

55 2 

72.1 

11 4 

tlib.tn 

15 4 

19 8 

217 

77 5 

11 8 

16 6 

41 5 

46 5 

52 9 

61 6 

718 

85 4 

42 0 

Pcitcnlugc 111 

Carbohydrates 

Rui.d 

80 

80 

80 

79 

78 

77 

77 

76 

74 

72 

71 

69 

76 

iCES/DfcSi 

1 irl'an 

78 

77 

76 

75 

74 

72 

71 

70 

68 

67 

64 

63 

71 

l'r«lfm^ 

Rni,d 

II 

II 

II 

11 

II 

11 

II 

II 

il 

11 

II 

11 

11 

(PES/DE.S) 

Urban 

II 

11 

It 

11 

It 

II 

II 

II 

11 

II 

11 

II 

II 

Lipids 

Kilial 

8 

9 

9 

10 

11 

12 

12 

13 

14 

16 

18 

20 

13 

(LKVDESi 

1 'than 

10 

11 

13 

14 

15 

17 

18 

19 

21 

22 

25 

26 

18 


Bold figures shew a null ilional (lefiLit vii o-i o the following thresholds per day }K‘r tapila 2. ICO keal tor Ihe total dietary energy supply (DES), 
IK <• grams of lipids for esseniiid t.uiy adds and, as tar as eath nuincnt energy supply lo ihv DES is concerned (CfP/LES), 55 per cent for 
cuihohydraics lo per cent foi prutcins and 15 pet >.eni lot liptdi 
Sounr N.ttii)iial Sample Surscy Organisatiun 
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0 » poverty and of underempioy ment in the 
eastern legion comprising states like Bihw. 
Orissa and West Bengal. Simultaneously, 
the NCAER survey sht)ws that two-thirds 
of the vegetable oils arc consumed in rural 
areas'^ whereas three-tounhs of India’s 
populabonisconcentrated there Similarly, 
families of farmers and agricultural labo¬ 
urers consume one and a half times less 
vegetable oil than other stKio-pndcsstonal 
categories although they represent 60 per 
cent of the households Finally, the majonty 
of households buy oil only once a month, 
and It IS generally unpioces.scd oil bought 
loose rather than a pat kaged and branded 
product -those higher price includes 
transport, douhle-iiliering or refining, 
packaging and publicity tosis Atthis point. 
It becomes rathci obtious that pti>.c and 
the consumers' purchaong poweraLso play 
a determining role in the oil and tael 
consiiiiiplton in India 

FKICLS, HoIISI illH I) iNCOMrS 
AND llNIQllAl ACCISS 

Eolwcen April 1. Iv85 and Maich 31. 

19K6. out ol 12X.5 million households. K5 
per tent bought edible oils at an aseuge 
pnecul Rs 16 I per kg. 16pei cent bought 
gliee at Rs 33 2. and 4 pci tent hough! 
butter at Rs 40 5 which is aliout three times 
highei than the pnee id vegetable oils 
INCAFR 10861 In rrllicr words, the 
majonty ol Indians tcem to consume 
vegetable oil - and only vegetable oil - 
while very lew seem to consume ghee and 
butter although these pioducts obtained 
Iniin cow's milk occupy an important place 
in Hindu culture Home pniduction ol 
hutiei and ghee - a widespread activity in 
India - must certainly be taken into 
con.sideiationtolcmpei tlic‘.se observations 
made more than H) ye.irs ago, hut it would 
not he wrong to assume that animal tats 
are way beyond ihe means of most low- 
iiicomc families since the latter already 
Imd It difficult to access the chcapc.st 
available visible fats (vegetable oils) 
Indeed, and as shown by the NCAER data, 
households in the lowest income group 
(less than Rs 9.(XX) pt-r annum, that is to 
say 65 pei cent ol ilic population in >986) 
could afford two and a half times less 
vegetable oils pci capita ihar those in the 
highe.st income group! moiothanRs42.0()0 
iwr annum) [Donn 1994- 147]. 

Ha.s Ihe noticeable increase in the na¬ 
tional supply of vegetable oil after 1987 
(Graph I) remedied this very unequal 
access to visible fats niKerved in ihc mid- 
1980s? This is doubiful in view of Ihe 
concomitant sharp rise in prices (Graph 4). 
As a matter of fact, edible oil seems to 
•ncieasingly eat into the household budget 


Economic and Political Weekly June 26. 


(Graph 5) White on the one hand the 
percentage oi expenditure on food as 
against loial consumer expenditure tends 
to decrease and to become more uniform 
betwci'n rural and urban areas (about 60 
per cent in the early 1990s although the 
standard deviation remains important), on 
the other hand, the percentage of expen¬ 
diture on edihic oils has been going up 
alarcgularpaccINSSO 1986,1989,1990. 
1991, |99()a. I9%bl'* with two sharp 
tncrea.scs. in 1987-88 (drought) and in 
19‘)0-9I (niacio-eeonomiccnsis).In 1987- 
88 the aveiagc household expenditure on 
edible oils .imountcd to 5 per cent of then 
total expc'iidiiun: (again.st 3 to 4 per cent 
111 Ihe late I 'loOs). and to almo.si 8 pei ecni 
(rural areas) to 10 percent (urban area.s) 
ol iliein-xpenditua' on tixid In fact, since 
the green revolution, the income elasticity 
of demand (Engel elasticity) for edible 
oils has leiiiained high, especially in rural 
areas (()'M4 in l%l-62. 0854 in l«^7.88) 
where (liree-tourths of India's population 
continues to live, whereas in llie ca.se of 
a eeteal like wheat, this same elu.s(ieity 
(luial aieas) has moved trom I 0^)9 to 
0 5(K)hciwecn 1961-62 and l987-8H(tmni 
0 519 to 0 326 in the case ol iieel 
ISuryanatayana 1996 256] 

All these eleinenls unfortunately lead to 
•he observation (Tabic 5) that in i9‘)3-y4 
INS.SO 199(xll 

(I )67 6perccnl of the Indian populalinii 
(80 per cent rural and 28 pci cent urban) 
I lav e a diet in w)iich the energy contnhuteci 
bv lipids (both visible and invisible) is 
below 15 per cent id the total dictaiy 
eneigy supply (Table .5) In most cases, 
these populations .suffering from an 
insuflicient supply of lipids have also a 
total dietary supply which does not meet 
the mininiuinnormof 2, lOOkcal pcrcapita 
per day 

(2) 15 7perceiiiotthelndian population 
(19 per ceni rural and 5 per cent urban) 
have such a l«w supply of lipids (less than 
18 6 grams per Jay pcrcapita) that it cannot 
meet even the veiv basic requirement ol 
es.semial laiiv acids (Table 3). The preva¬ 
lence ol this nuiiitional derieieney seems 
particulaily pioiiouncud in rural areas ol 
ihc eastern Mates t>l Onssa, Assam. West 
Bengal and Bihai whete the average iipid 
intake is lespi'c lively (all income gmups 
pul together) 14 8.21,214 and 23.0 grams 
per day pei capita [NSSO 1996d 26] 

(3) On (he contrary, in an enteiprising 
.state like Punjab who.se prosperity has 
been strenglhciicd by the green revolution, 
the lipid iniaki piovides more than 22 pci 
cent ol the dictai v energy supply (rural and 
urban areas put togetherj, and probably 
exceeds the maximum level of 30 per eciu 


1999 


for some people belonging to htgheifj 
inamie groups, entailing u different kirtfti 
ol cost lor siKiely 

By way of conclusion, it may be said 
that tlw t vciy real) lixxl insecunly in India 
IS detennined by an unequal distribution 
ol lipids laihc'i than by an unequ 
distribution ot carboliydraies and proteins 
(Giaph 6) It may also bt- said that the 
percentage ol population living below the| 
povenv line in India (37 pci ccni in I993“t 
94 accoiding to official estimates) isj 
detei mined by this situation, knowing that 
lipids are the richesi source oi energy 
among Iht* ihtce nutrients, and that calorie 
iniake is used to calculate this poverty 
indicator ITie last few decades ol active 
policies in the field of agiiculiural { 
devclopmeiil havecciiainly hiought about • 
a loiisideiable impiovenicnt in the food-^ 
situation in India But il appeals that these [ 
policies have not bc-cn guided by an all- ] 
round niitiitional vi.sioii since lipids ate I 
now heiwcvn two and a half and three; 
times mote difficult In access than catbo- j 
hydiaies and proteins lot ihc poorest f 
consumers as conipurexi lo the richest If; 
this nutiilional approach is not re-exam- 
itied, proteins loo may sikiii he faced with i 
a sinulai sitaaltoii in view ot the lapidly - 
.soaiing puces of pulses since 1993 « 
I Giaph 4) India would then jirudiice physi¬ 
cally and menially handicajiped people, 
a veiy high social and econoinic cost for • 
the country as lor humanity us a whole. > 
Thai IS why the piesent locus on pulses 
and proleins by nuliitiunisis also deserves , 
all aiientioii. togethei with Iheir recom- ' 
mciidations regaiding micro-niitrients 
(tmncials and vituniiiis) which do iiol lie 
within Ihe scope ol this aiticle 

IV 

Conclusion 

The aim of ihis article was to locus 
atlentioii on lipids - a lather neglected 
nuirieiil - hy means oi an analysis c> ain- 
miiig, on Ihc one hand, the availability and 
atloidabilily ol milrients in India and, on 
the other, the dcicrimning luctois ol the 
disquieting conclusion we have come to- 
a picviilcncc ol lipidie deficiency which 
IS much moic pionomiccd thaii th.ii ol 
caibohydrates and pioicms. paitieularly 
in rural aieas, and despite the remarkable 
success ot the recent yellow tcvolulion in 
raising die average per capita supply ol 
oil and oilseeds 

II this conclusion needs lo he verified 
and studied in greatei detail both in India 
(IS 68 per cent of the Indian population 
really suffering ot lipidic deficiency ')and 
in ollrerdeveloping couninrs, ii also makes 
us wondet lo what extent agncultural and 
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/(mkI p()licii.‘.s arc rcsponsihiL* tor it The 
piecn ro\o(utiuii in paiticular hati 
itcliherately cunienlralcd on the 
Jevetopinciit ol what ate called Tnud 
crops' (or hKidgrains' in India* cereals 
and. to a much lesser extent, pulses) at the 
cost ol ‘cash crops' under uhich head 
oilseeds aie liaditionally classitied 
Oilseeds are howcvei one ol the most 
iinponani sources ol lipids and Iheietoie 
ol essential falt> asuK (which cannot (k* 
synllH'sised by the huni.in bodv), ol t aloiies 
(lipids proxide mote ihan twice us manv 
calories pei gram a' caihohvdiatcs or 
proteins).Ol evenol viiamm A (about 2(X) 
million childien all over the vsoild sutlei 
tmm itsdeiic lency i in ihc sense that lipids 
carry this tal-soliihle vitaniin and help its 
absorption in tlK* bodv 
In the Indian context, this pariiculai 
'lood' policy has undoiibiodix kept 
Malthusian predictions .it nas but it has 
also had the lollowing eltccts 

- creating a (oinpaiaiive advantage toi 
wheat and iicc by means ot ample public 
assistance loi then pioductioii iieseaich 
and cxicnsioii inliasiiuctuie, subsulisi'd 
inputs, suppoit puces, etc) and their 
di.stribiiiion (sior.ige tacilities. public 
disirihuiion coniiolled puces, eic), 

- a naiiiiul coiicentiuiioii ol agiiculiuial 
income in .iieas and among pvople pic- 
disposcd lo .idopt and develop the gicen 
trvolution's nuKlel ol pioiliiclion. until 
the present bottlenci ko in leims ol budget 
(unsustainable subsidies lor watei. 
Icitiliseis. eleclrit ily PD.S. etc), enviion- 
meiit (ovci exploitation ot soil and vvalci 
resouices, pollution caused by Icitihsc'is 
and pesticides etc ).unilnuiiitii'ii(themain 


) locus ot this aiticle), 

I - the conviction, on this basis that India 
I IS lood sell sill tic lent it not lood secured 
1 - since the late l*)70s. and that owing to 

I the libeiuhsation and opening ol hei 
. economy, she now has a eompaiiitive 
I advaniagc in ceieals which niust not be 
i endangeied by public investments in 
t oilseeciptoduclioiiandbv public incentives 
I lor oilseed pioduceis 
I On the contiarv. is ii not high lime that 
I public attention was dirc‘cted to ciops and 
i growers who did not Ix'iielii much liom 
I iIk' technic.d and linancial packages ot- 
) teredby iheercenievoluticviicJiietovanou' 
I handicaps (ai.d oi semi'aiid climate. 
) hmited irrigation lacihiies. pool soil.hack- 
< ward social and c'conoiiiicid en vironmenl. 

etc)' While seeking to eonsohdate the 
] advantages obiaini'd in some arc'asot tixHl 
: pioduetion it would .ilso he desiiable lo 
I rectify the iinhaliiiccs creatc'd oi mam 
I tamed by past policies m iinaneial as well 
t' asinscHial.tndnulniiimallcinis Theco.st 


of these imbalaneos is already high. Care 
should he taken to see that this cost docs 
not exceed tlic gams targeted in other 
tields, provided this has not already hap¬ 
pened 

^art Innn these points which econo¬ 
mists may wish to inve.sligate further, the 
lollowing propo.sals come to mind: 

(1) Stressnot only the need to supplyinorc 
proteins and nncio-nutnentsamong puorei 
sections ol the Indian population, bid also 
the need lor inoie lipicls by identifying all 
direct and mdircvt symptoms which can 
he coiielated to iheir insuiticicnt .supply 
(mlantile ec/eina due lo a dclicieney m 
essential laity acids, giowth piobicms due 
lo a low intake ot calories, vision and 
inmuiiie disordeis due to vitamin A 
deticiericy. etc), 

(2) Use edible oils and tats as u vehicle 
ol ubsoipiioii ol vitamin A. and aeccleratc 
the eiadication ol vilaiiiin A (orolhcT lal- 
soluble vitamins) delieicncy in India by 
a mandatory decision to sysiemutically 
iorlily edible oils with this imcio-nuti lent, 

(t) I 'sc* edible oi Is us a concentrated souic e 
ol eiietgy with lowerliansport andstotage 
costs than subsidised cereals, and supply 
It to that pan ol the Indian populaiion lal 
preseiil ‘'(i pci cenl) receiving lc'>s than 
2.IIHI keal per capila pei day, 

(4) r.Meinalisc some costs of production 
and (hstiihution ot edible oils as it has 
been done lor moie Ihan .^0 yuats in the 
case ol wheat and rice, and m particular, 
lediiect iniich more seientiiic, icchnieal 
and tinuncial lesouaes lo achieve a highci 
and cheaper lipid pioduclion pci hectare 
m and and seim-aiid /ones. 

(5) l-iee pioduetion and disiiibution liom 
pieseni constiaints w* hm and between 
Stale's, ehininate market slioiteommgs by 
cre.iling a level playing held where local 
laiming and knowledge, regional pro¬ 
ducers and lood sy.stems could not only 
Imd a place, hut also he stiengthened 
along with iikkIciii science, tc'clmi'logy 
and maikeimg 

Note.s 

IA prc'liiiiin.ii; voisioii nl this nrUcIc hy R Dotin 
iCitiia- Ji Scii'iiirs lluiiiaincs was published in 
Ihc Ficnch loamal lio/mmir Kuialr (Nii 247, 
Soplcinlicr' cic'bci IW8. pp V>-a<y) under tlx* 
iitlc* l'(iliti(|ui aliincniaire ci sccuiitr 
nulliliiinnclie Lc i.o ciilu|uc dcs lipides c*n 
Indc’ hiighsh itanslatiun I.atika .Scghall 

I IndiannutniiiinistsIK'MK P^M) 2*()csiimute 
that in India dicciiy energy a-qiiia'iiicnls 
vary twlween 2,42S (sedentary wutk) and 
.IX(KI Ua' pel day (manual labouil Inr (lie 
'rcfriciKc man' (60 kg) .ind K'lweeii I 87^ 
and 2 d2X (or(lie relvience woman (^0 kg) 
Indian soeio econoiiiH hieralun* dealing with 
liHXI si-euritv III nutiiliunal issues usually use 
iiitiic approxuiiate iigures 2,4(X) kcal per 


head per day in Inditui ruml'aieas, and 2.100 
in uriMui areas. Thu per caput energy requue- 
nients estimated by FAO for India are 
respectively 2.119 kcal/day in 1965. 2.163 
m 1995, and 2 203 in 2(C5 fFAO. 1998a] 
Finally, as far as the e.siiinated mean pei 
capita energy leriuireincnix (BMPCEK) is 
concerned tor planning eineigciity food aid 
nuions in a developing country, it has been 
calculated at 2.076 keal pei day, and rounded 
up 10 2 10(1 [Allen el al I995j 

2 In quanliiv as in quality many invisrble hpids 
present in Indian staple foods are especully 
neh in linolcic aeid .50 per cent in nut. $$ 
|K‘r cent in wlk'ai. 65 per i ent in Bengal gram. 
58 put euni in red giaiii etc, or in tmuicnic 
acid 5 4 pel icni in spieus, elt (ICMK 
I9‘)n 55] 

3 In I ‘)>>6. lix* total doniusiii supply of vegetable 
(Ills w.is esliiiialed al 7.750 (XK) umiK's with 
7 218,(88) lonncs ol duincstic producfion, 

I (>4(i,(H8) tonne s oi im|K>i is 849 (X8) tonnes 
III sioik changes and 2S7(HlO tonnes ol 
I'xporis {r-AO PlviXhl II imiHins aic dcsiucted 
tiom llie lol.d, II loiix's down to b.M 3 (XMl 
lonncs equivalent lo a |K‘i capui supiilv ol 
Id 5 giaiii. ot lipids pel das 

4 This IS iiue lor invisible lipids only .is lai 
as iisihlc lipids aie loiiciiiled saints tai> 
Sfiween 2 I giaiii. .mil 71 5 gi.ims |I(*MK 
I9‘i(| XS| 2 I loi glux 2 2 till copra < 4 loi 
saiiaspali 12 3totpalmoil 22Oti)ri.ipesc*i*d/ 
iiiuslaid,28 3loigioiindniil 3.1 dloriitchian. 
to s till sesamiiin 50 7 lot ii)ll(iiiscs:il 52 lot 
111 , 11 /e 52 till siiiillowcl 57 loi soybtiui and 
74 5 Pii s,tlll»wei 

5 Anoilu'i loss winking liv|)oihesis Nuit. aUo 
■ hill ihe NS.SO gives 2 700 lical p'*( 
consumplion iiiiil INSSO I‘i<I(kI |5| ,is a 
lelcienic tlcil is to say a pi-i d.iv tiu'iay 
leipiiienieiil toi a lelcicnic man weighing 
65 kg Iv tween the ages ol 18 and 10 (WHO 
1990 I68J IX'pending on sen and physual 
di vclopiiK'nt each iiicnihei ol a household 
leprisiius an eqiiiv>il( iit conviiniptioii unit 
lowvi equal to ot tiiglii r llian one lhal • an 
Ih' addid logclhet lo calculate lo luns manv 
ivleiencv iiwn and thcorhne how many 
iimsuinpiioii units l('l') the household 
cunesponds Roth Ihe per c.ipila unu pci C'l> 
data given by Ihe NS.SO has hevn usid to 
prepare this .inicic Wc only icpoit on Ihc per 
capita results, bul hv using 2 7lX) keal as a 
leluience. and the pur ('(' data ol IIk* N.SSO 
out final ustiiiiaies sl<iy iiiiiih llu* same 

6 (2 KMt \ 4 per ccnl s 2)AI = IK(i6 

7 Oserestimalion (iiiosi piohahly' ot Ihe 
quantity ot invisible lipids lontaimd in .5(X) 
gi.ims ol ceieals which is ilx* average daily 
iiilake in India This quaniity is much closer 
lo 7 graim than In 18 grams as .issuiiicd I lave 
Ihe authors picsiiined that Indian cereals 
voiiuiin on an dveiagc 3 6 (xtcuii ot lipids'* 

II may have been the ease lew decailcs ag<i. 
hut It IS no longct so wheat (cnniainmg I 5 

10 I 7 pci cent lipids aciording In refciences 
given hy the- authois on page 257) already 
tonsiituied 46 per cenl of India's total ccixnd 
pruduetion in 1989.90, and nee (containing 
0 5 to I per ccnl lipids) 32 per cent And if 

11 IS Hue dial some of Ihe olhci cereals have 
a high percentage ol hpids like oats 7 6 per 
cenl hu|ra 5 pci cenl or mai/e 3 6 pci cent, 
they do not weigh much since the average 
lipidii conient ot Ihe tnlal Indian supply in 
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ceRals did not exceed IJ! per cent in 14% 
[FAO 194gbJ 

K 16.602 households wens interviewed .iboiii 
their pun.hasc.s by the National Council ol 
Applied Bconoimt Research heiwecn April 
Olid June 1986 (I7,.S76 including those who 
tailed 10 leply) in almost all states and union 
temtones (the nonh easlem states being the 
significant exception) This sample tepiesenis 
a population of 1,28 486 households and a 
consuiupiiont through the market) ot 2?.6S.(KK) 
tonnes ol vegetable oil. W (KX) tonnes oi ghee 
and I7.0IX) tonnes ol Isulter We presuiiiv this 
survey ivllecis quite concctly the disinhuiion 
oi visible tats coiisuined in India (with the 
eveepliun of vanaspatil But this is debatable 
especially lui hultci and ghee which seem 
laigel) home-made, and Ihctelme not suh|ect 
to important maiket transactions 

0 Fm 1987 88 the Vanas|)ali Maniilactiireis' 
Association gives a hre.ikuploiO 44 IMinnnes 
ol saiiasp.iti sold that y.'ai in five maiurrei!mns 
mil lakine into aicount umnc'. lui 

deit'iice I SOionnesfoi exports .ind 278 loniH's 
lot uiIkts against a tolal pioductioii ol 
9 8S,S67 loniies 

Id hoi 1980-87 II has been csliinaied al llie all 
India U'scI th.ll Ills' iiiiinlhly |X'i s.ipiia iiuoiik' 
gam due III I’DS siipiilv ot edible oils ssa' 
Ks (127 III lural aie.is iK< II tio m urlcin .i<s‘.isi 
whcicas 11 reuchi'd Ks <)X4 (Rs I 41 in uih.in 
.iieasi till scrsals fR.ulliakiishna el al 1997 
II 42| 

11 Veuel.ibk oils iseic listed as an essential 
somiiiodily' land so ciiiilli'd lo be sold lliiougli 
ilie PI)S) iiiiuh laier lliaii cereals olhsialls in 
1974 tiilloising ihe 1972-74 diought hui 
sllectisels III |97(» 77 lollowiiig soiisiimei 
iiioseiiieiils like the one launched bs Mim.il 
I line in Hoinliay oi ilie Naviiiim.in .igilalion 
in Ouiaiai t'lioi lo |9/4 only soyalican oil 
received under l’l.48l) from Ihe U.S was 
iici.isioiiallv disiiihutid 

12 Beiwifn 1982 and |988 loi esaiiiple il is 
eslim.ited lhal ai Icmsi M) |iui leni nt the edible 
•Ills meant loi distiihiilion lliiougli the PIXS 
noser le.iihcd lair-price shops, hut were 
diseiled to Ilie open maikel attei basing bs-eii 
illegallyI'iendcdsMthlosaloils rhisicpicsents 
about 2 7 billion lupees |MKkeled cseiy yi.ii 
bs non-t.ugcied' henericiaiies |l)onn I'XM 
117 I8| 

14 ribaniUe.is.ircdel>neil.ictoidinglolliLiiiteiia 
l.lid down by the 1981 ('ensus lli.u is lo s.iy 
a /one wliiih is adiiiinistiativciy declaied a 
town. OI which .satislics ihe lollowiiig 
conditions a population ol at IcaM S.IKXI. with 
at lea.sl 7^ pei cent ol the male liibnui lorcc 
employcil in an activity otliei than ogiiculiuic. 
.md a tiuiiimuni density oi 4IX) persons lo a 
square ktinnielie 

14 Rs 16 I = million rupccs/2 26.i (XX) 

tonnes Iim edible oils Ks 44 2 = 4,288 million 
iujiccs/99 tX)0 tonnes lor ghee. Ri. 49 5 = 842 
million iupees/17 OIK) tonnes lor butter 
(NCAER 1986 tables CE l| These puces 
seem conect since some ol them tally with 
estimates from other souiecs Ks 17 2 per kg 
lor retailed giouiidnut oil in I9XS and Rs I.S I 
per kg foi rape!«cd/miistard oil IDonn 1994 
128-421 

Eveiy five vc.'us NS.SO conducts extensive 
surveys ( rounds') on Imusehold expense*'' lor 
iIk- ininisiry of planning These quinquennial 
loundK (NS.90 I9<'6b. 1990. 1986] are 


complemented every y esrby rounds covering 
’■ample groups {NSSO 1996a, 1991, 

16 'The espenrtiiuie elasticity of edible oils in 
ruial IS Lsiiinaied lo be 0 77 and in uiban 
India 0 64 inim the consumer survey ol 
1987 88 As against this the cxpendiluie 
eliisiieits ol cereals was only 0 44 toi 
lural India and 0 18 for urban India IBhalla 
I99S| |( iiiay he mentioned that demand 
elastieiiies vaiv widely across difleieni 
models Km csampic the estinmte-s ol 
ex|iendiiuie clasiivily of edible oils esiiiiulc d 
bv Bhalla aiv close to Radhaknshim and 
Rjti's 0 7(> iiuial) and 0 61 (urban) How 
evci tiK'sc .lie (|iiile diliereni Irom those 
csinnaled bs Kuiimi el al (l')94) 0 49 lor 
lural India and 0 2.4 toi utban India” (Gulati 
Cl al 19‘X, ,\24] 

17 All .Willie in Ihr Hindu (New IX'lhi) dated 
Ocliihci 24 1996, based on a suiscy 
I oiiiliii led bs the National C'ongtess on 
lle.ilili .mil liieuiy F',its declaied that (here 
were on an asei.ige 91 deaths pel hour due 
lo hear! .iiliiK'nis in India, ol which 68 weic 
caused by lardiovascukir .ill.icks Huwevei, 
accoidiiig lo I AO I IWha 181 il is onls in 
a few sialc-s such as Aninachai Prailcsh lhal 
olHsiiv and coitelaled diseases (such as 
dcilieles ,iiid laiiliovascular diseases) aie 
besomme a public health pioblcin 

18 In inral India lor example half ol the 
popiil.itioii gels baldly moie ihon 40 pt r cent 
of loial lipids 1 onsuincd in this area wlwreas 
ihc shaie is .tbi'sc* 40 |h‘i cuiiI m Ihe case 
ot cjifmliydiales and |no(cin.s 
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COMMERZBANK Jll. 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS ON 3IST MARCH 1999 


(Rs in 000) 


As on 

Schedule 31-03-99 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other Liabilities and 

Provisions 

TOTAL 


ASSETS 

Cash and balances with 


743,525 

6,077 

2,664,477 

1.446,529 

69.850 

4,930,458 



Reserve Bank of India 

6 

250,676 

163,916 

Balances with Banks and 




money at call and 




short notice 

7 

593,424 

93,288 

Investments 

8 

2.122,863 

1.714.501 

Advances 

9 

1..547,886 

1,904,973 

Fixed Assets 

10 

40,543 

56,988 

Other Assets 

11 

375,066 

339,372 

ixyrAL 


4,930,458 

4,273,038 

Conungent liabilities 

12 

23,227,858 

26,312,088 

Bills for collection 


19,856 

245,416 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH 1999 


(Rs in 000) 


Schedule 


I. INCOME 

Interest earned 13 

Other 'ncomr 14 

TOTAL 

II. EXPENDITURE 

Interest espended 15 

Operating expenses 16 

Pinvisions and 
contingencies 

TOTAL 

III. PROFIT/LOSS 

Net Profit/ILoss) for the 
period 

Add. Profit/lLoss) brought 
forward 

TOTAL 

IV. AmOPRUTIONS 
Transfer to statutory 
reserves 

Transfn to capital reserves 
Remitted to H.O during 
the year 

Balance earned over to 
balance sheet 

TOTAL 

Notes to Accounts 17 



457.656 

119,572 

458.343 

98,997 

577,228 

5.57.340 ■ 

304,0'»1 

273,981 

191,910 

179.181 

67.718 

112,614 

563.699 

565,776 

13,529 

(8.436) 

(4.499) 

3.937 

9.030 

(4.499) 

2,706 


587 

- 

3,937 

- 

1.8(X) 

(4.499) 

9,030 

(4.499) 


As per our report of even date 

BORKAR ft MUZUMDAR 
Chartered Accountants 

Sd/- 

Sdf- 

Sd/ 

Sd/- 

NEIL BHARADWAJ 

G SHEKAR 

NIKOLAUS SCHWARZ 

LALIT MAKHUA 

Partner 

Chief Executive Officer 

Head of Administration 

Head of AccounUtig 

Date : June 18. 1999 

Place ; Mumbai 

& General Manager 

and Organisation 
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COMMERZBANK SBt 

(Incorporated in Germany with Limited Liability) 


MUMBAI BRANCH 


BALANCE SHEET AS ON 31ST MARCH 1999 

(Rs m 000) 

(Rs in OCX)) 


As on 

As on 


As on 

As on 


31-03-99 

31-03-98 


31-03-99 

31-03-98 

Schedule 1 - Capital 



Schedule 4 - Borrowings 



(A) Amount brought into India 



I. Borrowings in India 



by way of start-up capital 

743,525 

743,525 

(i) Reserve Bank of India 

226,529 

181,587 

(B) Secunties of Rs 30,63,459 


(li) Other banks 

500,000 

1,747,675 

(Previous year Rs 31,00,000) 



(lii)Other institutions and 



deposited with the Reserve 



agencies 


210,000 

Bank of India under 



li. Borrowings outside India 

_:■ 

_:: 

Section 11(2) of the Banking 



TOTAL 

1,446,529 

2.139,262 

Regulation Act, 1949 



Ill. Secured borrowings included 

■■ 


(included under investments) 



in 1 & II above 

Nil 

Nil 

TOTAL 

743,525 

743,525 

Schedule S - Other 



Schedule 2 - Reserves and 
Surplus 

I. Statutory Reserves 

(i) Opening Balance 

(ii) Transfer trom 



LiahlUties and Provisions 

I Bills Payable 

9,360 

_ 



li ItUer-office adjustments (net) 

- 

42,488 

9R4 

984 

III. Interest accrued 

IV Others (including provisions) 

2.3,454 

37.036 

20,908 

17.620 

Profit & Loss Account 

2.706 

- 

TOTAL 

69.850 

81,016 


3,690 

984 

Schedule 6 - Cadi and 






Balances with Reserve Bank 



n Capital Reserves 



of India 



(i) Opening Balance 

- 

- 

I Cash in hand (including 



( 11 ) Transfer from 



foreign currency notes) 

3,454 

3,464 

Profit & Loss Account 

587 

- 

11. Balances with Reserve 




387 

Nil 

Bank of India 

(i) In Current Account 

247.222 

160,452 

III. Revenue and Other Reserves 



(ii) In Other Accounts 

- 

- 

(i) Opening Balance 

- 

- 

TOTAL 

2.50,676 

163,916 

(ii) Transfer from 

Profit & Loss Account 


- 

Schedule 7 -Balances with 
Banks and Money at Call 




Nil 

Nil 

and Short Notice 



IV. Balance of Profit/(Loss) 

1,800 

(4,499) 

I. In India 

(i) Balances with banks 



TOTAL 

6,077 

(3,515) 

in India 



Schedule 3 - Deposits 

A I. Demand Deposits 
(i) Prom banks 

1,376 

10,1.30 

(a) In Qnrent Accounts 

(b) In Deposi'. Accounts 
(ii) Money at call and 

28,289 

1,000 

2.147 

(ii) From others 

90,992 

‘94,331 

(a) With banks 

(b) With other 



11. Savings Bank Deposits 

19,060 

18,531 



UL Term Deposits 


50,000 

1,139,758 

institutions 



(i) Prom banks 
(li) Prom others 

2,353,049 

TOTAL 1 

29.289 

2J^7 

TOTAL 

2,664,477 

1,312,750 

11. Outside India 

(i) In Current Accounts 

30.790 

20,030 

B. (i) Deposits of branches 


* 

(ii) In Deposit Accounts 

533,343 

* 71,091 

in India 

2,664,477 

U 12,750 

(lii) Money at call and 



(U) Dqmits of branches 



shoit notice 

— 

•• 






outside India 

- 

- 

TOTAL 11 

564,133 

91.141 

TOTAL 

2,664.477 

1,312,750 

TOTAL I + 11 

593,424 

93,288 



■*“ ■ ” **" 





BcoaoiBle aad PbUticd W«aUy June 26. 1999 


1719 




































COMMERZBANK A 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS ON 3JST MARCH 1999 


(Rs in 000) 


As on 

Schedule 31-03-99 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other Liabilities and 

Provisions 

TOTAL 


1 743,525 

2 6.077 

3 2,664,477 1,312.750 

4 1,446,529 2,139,262 


69.850 


l|1.016 


4.9.30.458 4,273,038 


ASSETS 




Cash and balances with 




Reserve Bank of India 

6 

250,676 

163,916 

Balances with Banks and 
money at call and 
short notice 

7 

593,424 

93,288 

Investments 

8 

2,122,863 

1,714,501 

Advances 

9 

>,547,886 

1,904,973 

Fixed Asseis 

10 

40,543 

56,988 

Olher Assets 

11 

375,066 

339.372 

TOTAL 


4,930,458 

4.273,038 

Contingent liabilities 

12 

23,227,858 

26,312,088 

Bills for collection 


19,856 

243,416 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH 1999 


Schedule 


I. INCOME 

Interest earned 13 

Other income 14 

TOTAI 

II. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

HI. PROFIT/LOSS 

Net Profit/(Loss) for the 
period 

Add: Profil/CLoss) brought 
forward 

TOTAI. 

IV. APPROPRIATIONS 

lYansfer to statutory 
reserves 

Transfer to capital reserves 
Remitted to H.O during 
the year 

Balance earned over to 
balance sheet 

TOTAL 

Notes to Accounts 17 


(Rs in 000) 



1 

457,656 

119.572 

458,343 

98.997 


557,340 

304,071 

191,910 

273,981 

179,181 

67,718 

112,614 

563.699 

565,776 

13,529 

(8,436) 

(4,499) 

3,937 

9,030 

(4.499) 

2,706 

587 

- 

3,937 

- 

1,800 

(4.499) 

9,030 

(4.499) 


As per our report of even date 

BORKAR & MUZUMDAR 
Chartered Acoountanu 

Sd/- 

Sd/- 

Sd/ 

Sd/- 

NEIL BHARADWAi 

G SHEKAR 

NIKOLAUS SCHWARZ 

LALIT MAKHUA 

Partner 

Chief Executive Officer 

Head of Administration 

Head of Accounting 


& General Manager 

and Organisation 


Date : June 18, 1999 

Place : Mumbai 
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COMMERZBANK SBt 



(Incorporated in Germany with Limited Liability) 




MUMBAI BRANCH 



BALANCE SHEET AS ON 3IST MARCH 1999 

(Rs in 000) 

(Rs in OOO) 


As on 

As on 


As on 

As on 


31-03-99 

31-03-98 


31-0.3-99 

31-03-98 

Schedule 1 > Capital 



Schedule 4 - Borrowings 



(A) Amount brought into India 



I. Borrowings in India 



by way of start-up capital 

743.525 

743.525 

(i) Reserve Bank at India 

226.529 

181487 

(B) SMunttes of Rs 30,63,459 



(ii) Other banks 

500.000 

1.747.675 

(Previous year Rs 31.00,000) 



(iii)Other institutions and 



deposited with the Reserve 



agencies 

720.000 

210,000 

Bank of India under 



11. Borrowings outside India 

_ 2 


Section 11(2) of the Banking 



TOTAL 

1,446,529 

2.1.39,262 

Regulation Act, 1949 



III. Secured borrowings included 

“ “ "" 

- — . ^ 

(included under investments) 



in I & II above 

Nil 

Nil 

TOTAL 

743,525 

743.525 

Schedule 5 > Other 



Schedule 2 - Reserves and 
Surplus 

1 Statutory Reserves 
(It Opening Balance 
(ii) Transfer fiom 



Liabilities and Provisioini 

I. Bilks Payable 





II Inier-oilice adjustments (net) 


42.488 

984 

984 

111 Interest accrued 

IV. Others (including provisions) 


20,908 

17.620 

Profit & Less Account 

2.706 

- 

TOTAL 


81,016 


3.690 

984 

Schedule 6 - Cash and 






Balances with Reserve Baidc 



11 (Capital Reserves 



of India 



(i) Opening Balance 

- 

- 

I. Cash in hand (including 



(II) Transfer from 



foreign currency notes) 

3,454 

3,464 

Profit & Loss Account 

587 


11 Balances with Reserve 




587 

Nil 

Bank of India 

(1) In Current Account 

247,222 

160,452 

III Revenue and Other Reserves 



(it) In Other Accounts 

- 

- 

(i) Opening Balance 

- 

- 

TOTAL 

250,676 

163,916 

(ii) Transfer from 

Profit & Loss Account 


- 

Schedule 7 -Balances with 
Banks and Money at Cali 
and Short Notice 




Nil 

Nil 



IV. Balance of Profit/(Loss) 

1,800 


I. In India 

(i) Balances with banks 
in India 



TOTAL 

6,077 




Schedule 3 - Deposits 

A. I. Demand Deposits 
(i) Prom banks 

1,376 

10,130 

(a) In Qnrent Accounts 

(b) In Deposi. Accounts 
(ii) Money at call and 

ilhnrt nnHrA 

28,289 

1.000 

2,147 

.(li) From others 

90,992 

■94.331 

(a) With banks 



n. Savings Bank Deposits 

19,060 

18,531 

(b) With other 



III. Term Deposits 

(i) From banks 

(ii) From others 


50.000 

1,1j9,758 

institutions 

- 

- 

2453,049 

TOTAL 1 

29.289 

2,147 

TOTAL 

2,664,477 

1,312,750 

11. Oouide India 

(i) In Current Accounts 

30,790 

^ 20,050 

B. (i) Deposits of branches 


• 

(ii) In Deposit Accounts 

533,345 

' 71.091 

in India 

2,664,477 

1,312.750 

(Hi) Money at call and 



(ii) Dqiosits of branches 
outside India 


short notice 

— 

•• 

• 

- 

TOTAL 11 

564.135 

91.141 

TOTAL 

2,664,477 

1.312.750 

TOTAL I + 11 

593,424 

93,288 
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COMMERZBANK 3Bt 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS ON 31ST MARCH 1999 


(Rs in 000) 

(Rs in 000) 


As on 

As on 


As on 

As on 


31-03-99 

31-03-98 


31-03-99 

31-03-98 

Schedule 8 > Investments 

I Investments in India in 



II. Other fixed assets 



(i) Government Secunties 

1,352,863 

944.501 

(including furniture and 



III) Other approved secunties 

- 

- 

fixtures) 



( 111 ) Shares 

- 

- 

(i) At cost as at 31st 



(IV) Debentures and bonds 

770.000 

770,000 

March 1998 

91,904 

88,837' 

(v) Subsidianes and/or joint 



( 11 ) Additions during the 



ventures 

- 

- 

year 

10,858 

3,406 

(VI) Others 

- 


(III)Capital Work-n- 



Less Provision (or 



Progress 

2,186 

- 

depreciation 

Nil 

Nil 

(iv) Deductions during the 



TOTAL I 

2.122.863 

1,71'4.501 

year 

(226) 

(339) 



(v) Depreciation to date 

(64.179) 

(34,916) 

II Investments outside India 

Nil 

Nil 

--- - 

. 1 1 ■■ 

TOTAL I+I! 

2.122,863 

lT7i4.5dl 

TOTAL II 

40.543 

56,988 


— 

— 

TOTAL I + II 

40.543 

56,988 

Schedule 9 - Advances 





A (i) Bills purchased and 



Schedule 11 - Other Assets 



discounted 

349.137 

297,479 




(ii) Cash credits, overdrafts 



I Inter-office adjustments (net) 

2,898 


and loans repayable on 



11. Interest accrued 

68,642 

48,318 

demand 

213,340 

448,604 

III Tax paid in advance/tax 

(iii)Term loans 

985,409 

1,158,890 

deducted at source 

28,052 

13,263 

TOTAl. A 

1,547,886 

1,904.973 

IV. Stauonery and stamps 

- 

- 



V. Non-Banking assets acquired 



B. (i) Secured by tangible assets 

628,740 

1,307,828 

in satisfaction of claims 

•• 


(ti) Covered by Bank/ 



VI. Others 

275.474 

277,791 

Government guarantees 

558,292 

272,356 


(ill) Unsecured 

360,854 

324,789 

TOTAL 

375,066 

339,372 

TOTAL B 

1,547.886 

1,904,973 

Schedule 12 - Contingent 







C.I Advances in India 



Linhilities 



(i) Pnority Sector 

540,325 

589,128 




00 Public Sector 

- 

- 

1. Claims against the bank 



(ill) Banks 

- 

71,258 

not ackiuwledged as debt 



(iv) Others 

1,007,561 

1,244,587 

II. Liability for partly paid 



TOTAL C1. 

1,547,886 

1,904,973 

investments 

- 


C.Il. Advances outside India 

Nil 

NO 

III. lliabilt^ on account of 



TOTAL Cl +r.IL 

1.547.886 

1,904,973 

outstanding forward 
exchange contracts 

19,396,008 

22,634,779 

Schedule 10 - Fixed Assets 



IV Guarantees given on 



I. Premises 

(i) At cost as at 31st 

March 1998 

(it) Additions during the year 
(ui) Deductions during the 



behalf of constituents: 

(a) In India 

(b) Outside India 

2324.128 

24,494 

1,757,115 

- 


V. Acceptances, endorsements 
and other obligations 

VI. Other items for which the 

1,483,228 

1,900,194 

(iv) Depreciation to date 
TOTAL I 

I 


bank is contingently liable 

- 

- 

Nil 

Nil 

TOTAL 

23.227.8S8 

26312.088 
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COMMERZBANK SBt 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3IST MARCH 1999 


(Rs in UX)) 

(Rs in 000) 


For the 

--- 

Foi the 


Foi the 

For the 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


31-03-W 

U-03-98 


31-03-99 

31-03-98 

Schedule 13 - Interest Earned 



Schedule 16 - Operating 
Expenses 



I Intrrest/discount on 






advanccs/bilU 


314.748 

I Payments to and provisions 



11 Income on invciitmcnts 
in Interest on balance' with 

224,293 

136.083 

for employees 

75,340 

61,872 

Reserve Bank o< India and 
other intcr'bank funds 

24,208 

7.512 

II. Rent, taxes and lighting 

50,989 

50,451 

IV Othcis 

1,854 

- 




TOTAL 

- 

- 

III. Printing and stationery 

1,193 

1.651 

4.57 ,o5b 

458.343 


Schedule 14 - Other Income 



IV. Advertisement and publicity 

225 

517 

I Commission, exchange and 



V Depreciation on bank's 



brokerage 

52.725 

60.560 

p.'opeTty 

29,365 

13.651 

II Profit on -saie of investments 

III Profit on revaluation of 

(140) 

168 

VI Directors' fees, allowances 



investments 

— 




IV. Phrofit on sale of land. 



and expenses 

192 

248 

buildings and other assets 

34 

554 




V Profit on foreign exchange 



VII. Auditors' fees and expenses 



transactions 

42,235 

36.579 

(including branch auditors' 



VI. Income earned by way of 



170 

I-SO 

dividends etc. from 
subsidianes/companies/joi nt 



fees and expenses) 



vmitures abroad/in India 


- 

VIII, Law charges 

413 

977 

Vn. Miscellaneous Income 

24,718 

1.136 




TOTAL 

119,572 

98.997 

IX. Postages, telegrams, 





telephones etc. 

6.347 

6,904 

Schedule 15 - Interest 
Expended 



X. Repairs and maintenance 

8.448 

5,841 

I. Interest on deposits 

II. Interest on Reserve Bank of 

179,167 

162.421 

XI. Insurance 

2,198 

1,967 

India/inter-bank borrowings 
III. Others 

121,899 

3,005 

104.914 

6.646 

XII. Other expenditure 

* 17,030 

34,952 

TOTAL 

304,071 

273.981 

TOTAL 

191,910 

179,181 



* 
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COMMERZBANK SBt 

(Incorporated in Germany with Limited Liability) 

/ MUMBAI BRANCH 


Schedule 17 - Notes forming part of the Accounts for the Year Ended 31st March 1999 

1 Principal Accounting Pohcica 
A Accounting (onventions 

The financial statements of Mumbai Rtancb of Commerzbank AG have been prepared according to the histoncal cost 
convention on accrual basts except as otherwise stated and in accordance with statutory requirements preieribed under 
the Banking Regulation Act, 1949 and practices prevailing in the counUy 
B Transactions Involving Foreign Exchange 

1 Foreign currency assets, liabilities and contingent liabilities on account of outstanding foreign exchange contracts ore translated 
on the Balance Sheet date at the year end rates notified by FEDAI 

2 Profit & Loss on revaluation of outstanding foreign exchange contracts on the Balance Sheet date at the year end rates 
notified by FEDAI arc includL*d in the Profit and Loss account as per PEDAi guidelines Income and expenditure in 
foreign currency aie accounted at the rates prevailing on the date of the Oansaction. 

C Investments 

The Investments of the Bank aie classified as Current Cunent Investments other than Treasury Bills and Commercial Papers 
are valued at cost or market value whichevei is lower Depreciation, if any. on revaluation, is charged to revenue. Treasury 
Bills and Commercial Papers are valued at carrying cost The market value of Cunent Investments is worked out by means 
of an appropriate capitalization undci yield to maturity method as laid down by the Reserve Bank of India 
D Advances 

Advances are staled net of bills redi.scounted and specific provisions for doubtful advances, if any, m accordance with 
norms prescribed by the RBI based on their penodic leview by management. 

E Premises. Furniture and Fixtures etc 

Premises, furniture and lixtures including vehit les and equipment ate coined at cost Ies.s depreciation Deiueciabon is (novided 
on sliaight line method at the rates specified by Bank’s Head Office which are higher than the rates prescribed under Sche^Ie XIV 
to the Companies Act. 1954 Pro-rata depreciation is provided on assets in the year they are put to use Improvements to 
leasehold are being charged off to Profit and Loss Account 
F Income Recognition 

i) Interest Income is lecognized on accrual basis except in the case of nun-pertorming advances, if any. which is recogmzed 
on recovery 

ii) Commission and fees aic treated on accrual basis except commission on Letters of Credit and Guarantees, which is 
accounted as income on cash basis 

G. Staff Benefits 

Liabilities in re.speci of retiral benefits to employees ore provided for as per payments to Gratuity Fund. Superanmiation 
Fund and Provident Fund The liability of the Bank for gratuity is actuarially assessed at the year end and funded to the 
approved gratuity fund Contribuuons to the provident fund and the superannuation fund are baaed on defined contnbution. 
H Net Profit' 

The net profit disclosed in the Profit and Loss Account is after' 

i) IVovision fui taxes on income in accordance with statutory requirements 

III Adjustments, if any. so as to value current investment at lower of cost and market value. 

Ill) Other usual and necessary provisions 

2 Capital to Risk Asset Ratio as at 31st March 1999 based on RBI recommended guidelines, stands at IS 81%. (Previoua year 
12 81%) 

3 Provisions and Contingencies include 




Year ended 

Year ended 



31-03-99 

31-03-98 



TRS 

TRS 

a) 

Provision towards Non Performing Assets 

46,819 

67,749 

b) 

Provision towards Standard Assets 

15,000 

3,125 

c) 

Provision for depreciation on Investments 

NIL 

NIL 

d) 

Provision for Income tax 

1,707 

33,312 

e) 

Others 

4,192 

6,428 


4. Percentage of net NPAs to net advances as at’March 31. 1999 is 7.06% (^vious year 3.88%) 

S The wnie back of liability of EDP expenses ameunting to TRS 23,866 has been included m miscellaneoui income. 

6. Improvements to leaseholds, which were hitherto depreciated have been charged off. thereby givmg a charge of TRS* 14,712 
in the current year’s Profit & Loss Account 

7. All hardware and software present at Mumbai branch office premises have been checked and found Y2K compliant. 
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COMMERZBANK ill 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


Business ratios as at March 31, 1999 

31 03 99 

3103 98 


Capital Adequacy RaUa - Tier 1 Capiial 

15 50% 

1281% 


Capital Adequacy RaUo - Tier 11 Capital 

031% 

NIL 


Interest Income as a Percentage of Working Funds 

11 30% 

12 05% 


Non-Interest Income as a Percentage of Working Funds 

2 95% 

2 60% 


Operating Profit as a Percentage nl Working Funds 

2 01% 

2 74% 


Return on Assets 

0 33% 

(0 20%) 


Business (deposits + advances) per employee TRS 

75.221 

71,018 


Profil/(Loss) per employee TRS 

242 

(165) 


Previous yeai's figures have been regrouped wherever necessary 



Sd/- 

Sd/- 


Sd/- 

G Shekar 

Nikolaus Schwarz 

Lalit Makhija 

Chief Executive Officer A Head of Administration 

Head of Accounting 

General Manager 

and Organisation 



Date : June 18, 1999 
Place : Mumbai 


AUDITORS’ REPORT ON THE ACCOUNTS OF MUMBAI BRANCH OF COMMERZBANK AG 

We liave audited the attached Balance Sheet of Mumbai Branch of Commerzbank AG (Incorporated in Germany with 
limited liability) as on March 31, 1999 and the Profit and Lou Account ot Mumbai Branch of the Bank for the year 
ended March 31, 1999 annexed hereto 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub¬ 
sections (1), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 19S6, the Balance 
Sheet and Profit and Loss Account, together with the notes thereon are not required to be drawn up in accordance with 
Schedule VI of the Companies Act. 19S6. The accounts are therefore, drawn up in conformity with Forms *A’ and 'B* 
of the Third Schedule of the Banking Regulation Act, 1949. 

1. We have obtained all the information and explanations which in our opinion and to the best of our knowledge and 
belief were necessary for the purpose of our audit and have found them to be satisfactory, 

2. the transactions which have come to our notice have been, in our opinion, within the powers of Mumbai Branch 
of the Bank; 

3. in our opinion, proper books of account as required by law have been kept by the Mumbai Branch of the Bank so 
far as appears from our examination of those books; 

4. the Balance SIwet and the Prolit and Loss Account dealt with by this report are in agreement with the books of accounts;. 

5. in our opinion, and to the best of our information and according to the explanations given to us. the accounts read 
together with the notes thereon, give the information required by the Companies Act, 19S6, in the manner so required 
for the Banking Companies on such basis: the Balance Sheet gives a true and fair view of the state of affairs of 
the Bank as on March 31, 1999 and the Profit and Loss Account of profit of the Bank for the year ended on that 
date. 


For and on behalf of 
BORKAR A MUZUMDAR 
Chartered Accountants 
Sd/- 

NEIL BHARADWAJ 
Partner 

Date ' June 18, 1999 
Place : Mumbsu 
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ANZ Grindlays Bank Limited 

Uncorporitad m Aufiralia NaMity limM) 

ACN 073 230 190 


Grindlays Bank 


BALANCE SHEET OF INDIAN BRANCHES 
AS AT 31ST MARCH. 1999 


Schedule 31/03/1999 31/03/1998 


See notes appended 

In terms of our attached report of even date 

For Rajesh Rajeevdic Associates 
Chartered Accountants 


PROFIT AND LOSS ACCOUNT OF THIi INDIAN 
BRANCHES FOR THE YEAR ENDED 
31ST MARCH. 1999 



Year 

Ended 

Schedule 11/03/1999 3 


Year 

Ended 

1/03/1998 


INCOME 

Intel cst earned 
Other income 


EXPENDITURE 

Interest expended 15 

Operating ex penses 1 1 

Provisions and 

Contingencies (Keler Note 4) 


PROFIT/(LOSS) 

Net profit foi the year 
Protit brought forward 


APPROPRIATIONS 

Transfer to Reserve under 
Siection 11(2) (h) (ii) 

Transfer to Investment 
Revaluation Reserve 
Transfer to Property Investment 
Reserve 

Remitted to Head Office 
Balance Camed Forward 


Rs ’{)00 Rs '(lOO 


Sd/- 

CHANDRASHEKHAR 

I^nncr 


Sd/- 

VINIT KOHLI 

Head, Finance & Information Management, India 


351.816 

460,149 

238,030' 

32.100 

. 22,000 

13.855 

2,145,639 

550,656 

1,7(10.018 

2.758.424 

4.517,503 

3,815,184 

Sd/- 



ARUN NANGIA 

Acting Chief Executive Officer, India 


Mumbai 24th June. 1999 
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ANZ Grindlays Bank Limited 

pnanpofaMnAiMMta M«n*wi' KtbMly tonUd) 

AON on 230 1W 


^NZ Grindlays Bank 


BALANCE SHEET OF INDIAN BRANCHES AS AT 31ST MARCH, 1999 



As at Asdl 

31/03/1999 31/03/1998 


Rs '000 


Rs '(KK) 


SCHEDULE 1 - CAPITAL 
Amount deposited with the Reserve 
Bank of India under Section 11(2) 
of the Banking Regulation Act; 1949 
(Market value ot securities lodged) 
Head Office Reserve (Amount 
remitted in sterling from head office) 
Head Office Capital m India 
(Refer Note B(b) 

SCHEDULE 2 - RESERVES 
AND SURPLUS 
Statutory Reseive 
Reserve under Section 11(2) (b) (ii) 
ot the Banking Regulation Ait, 1949 
Opening Balance 
Additions during the year 

Cap'tal Reserves 
Property Revaluation Reserve 
Owning Balance 
Additions during (he year 
Deductions during the year 

Surplus on Sale of Immovable 
Properties (net ot capiul gams tax) 
Owning Balance 
Additions duiing the year 

Pioperty Investment Reserve 
Owning Balance 
Additions during the year 
Deductions during the year 

Investment Flutuation Reserve 
(Net of Tax) 

Opening Balance 
Additions durmg the year 

Other Reserve 
Opening Balance 

Remittable Surplus/Head Office 
General Charges letainsd in India 
for meeting CRAR requirements 
Opening Balance 
Additions durmg the year 
(transferred from Proflt & Loss 
Account) 


M3Q.69I I I m_,(m 


21,960 

829.631 

1,591 



1,399.089 
351.816 


1750905 


3.293.026 

0 

0 



938.940 

460.I49 

Jj399.()89 


3.293,026 

0 

_ 0 
3.293'o‘26 


51.356 

0 

51 .356 

201.862 

13.855 

_0 

215.717 


60.575 

32,100 

92.675 


1.688,282 1.688.282 


1 . 688^82 


ftofit and Loss 
Balance earned forward per 
Profit and Loss Account 



0 

•5'.3427285 


2.75 8.424, 



Bills Payable 

Interest Accrued 

Others (including Provisions) 


SCHEDULE 6‘CASHAND 
BALANCES WITH 
RESERVE BANK OF INDIA 

Cash in Hand 

(including Foreign Currency Notes) 
Balances with Reserve 
Bank of India 
In Current Account 


SCHEDULE 3-DEPOSITS 

Demand Deposits 
From Banks 
Prom Others 


Savings Bank Deposits 

Term Deposits 
From Banks 
Prom Others 


Deposits of Branches in India 


SCHEDULE 4-B0RR03VIN(:S 

Borrowings in India 
Reserve Bank ot India 
Other Banks 

Other Insbtutions and Agencies 


Borrowings outside India 


31/03/1999 31«3/1998 


Rs '000 


585,052 445,197 

12.865,827 14,063382 


13.450,879 



86.910,770 I 77,638 427 


86,910,770 77,638,327 


2,718.000 0 

4,468.500 1,624,582 

3,865,464 1.094.785 


11,051,964 2.719,367 
1,095.152 553,350 


12.147.I16 3.272,717 


Secured Borrowings included above 2,874,264 


SCHEDULE 5 - OTHER 
LIABILITIES AND 
PROVISIONS 


156.285 


2.020,759 2,175,094 

1,590,350 1.737.514 

5,786,087 5,967,460 


9.397,196 9,880,068 


298,102 


317,248 


9,113,238 I 9.499.798 


8.052.763 8.166,087 


8,350,865 8,483.335 
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ANZ Grindlays Bank Limited 

(IncwpofiM *1 Australia Mambars liabriiiy Imasd} 

ACN 073 230 190 


Grindlays Bank 


BALANCE SHEET OF INDIAN BRANCHES AS AT 31ST MARCH. 1999 



As at 

31/03/1999 

As at 

31/03/1998 

R.S -00(1 

Rs. '000 


SCHEDULE 7 - BALANCES 
WITH BANKS AND MONEY AT 
CALI. AND SHORT N0TIC:E 

In India 

Balances with Banks in India 


Current Accounts 

324,021 

192,724 

Outside India 

Current Accounts 

Money at Call and Short Nouce 
With Banks 

6,011,239 

7,971,830 

1.346.250 

6,575.052 


13.983.069 

7,921,302 





14.107.090 

8,114.026 

SCHEDULE 8-INVESTMENTS 



investments in India in 

Government Securities 

Other Approved Securities 

Shares 

Dchrntuies and Bonds 

Suhsidiaiies and/or Joint Ventures 
Other Investments 

Ihrovision for Depreciation 

28.895.9^9 

211,129 

43.409 

15,621.229 

1 

430.723 

(150,374) 

23,657.265 

211,598 

43,409 

8,225,061 

1 

2,132,080 

(722,561) 


45.052,116 

33,546.853 

Market Value of Investments in 
Government and Other Approved 
Securities 

29,321.298 

24,143.579 

SCHEDULE 9-ADVANCES 



Bills purchased and discounted 

Cash credits, overdiafts and loans 
repayable on Demand 

Term loans 

4,439,220 

8.721,197 

28,629,928 

4,.568,I40 

7,269,532 

30.051,629 


41,790,345 

41,889,301 

Secured bv tangible assets 

Covered by Bank/Governroent 
Guarantees 

Unsecured 

31,751,695 

3,607.107 

6,431,543 

33,004.016 

2,814,383 

6,070,902 


41,790,345 

41,889.301 

Advances in India 

Priority Sector (excluding Expoit 
Credit) 

Public Sector 

Banks 

Others 

i 

2,361.877 

251.901 

0 

39,162,819 

3,043,553 

533.750 

535 

38,300 235 


41,776,597 

41,878.073 

Advances Outside India 

Others 

13,748 

11,228 


41,790,345 

41,889,301 




SCHEDULE 10-FIXED ASSETS 
Premises 

At cost/valuation as on 3l<<t March 
of the preceding year 
Additions during the year 
Deductions during the year 
Defn'eciation to dale 


Other Fixed Assets 
(Including Furniture and Fixtures) 
At cost/valuauon as on 11^ March 
of the preceding year 
Additions during the year 
Deductions during the year 
Dqireciation to date 


Capital Work-in-Progress 


SCHEDULE 11-OTHER 
ASSETS 

Inter-Office Adjustments (Net) 

Interest Accrued 

Others 


As at 

31/03/1999 

As at 

31/03/1998 

Rs '000 

Rs '000 

3,362.587 

15.157 

(291) 

• 77,858) 

3,349,223 

13,364 

0 

(39.056) 

3,299,595 

3,323,531 

1.614.294 

465.734 

(149.529) 

(736.368) 

1,360,421 

296,524 

(42.651) 

(682,256) 

1.194.131 

932,038 

170.714 

152.336 

4.664,440 

4.407.905 


838,453 1,475,286 

1.753,897 1,271,693 

1,662.705 1,954,102 


4,255,055 4,701,081 


SCHEDULE 12-CONTINGENT 
LIABIUTIES 

Claims against the bank not 
acknowledged as debts 
Liability on account of outstanding 
exchange contracts 
Currency options 

Single currency interest rate swaps 
Cross currency interest rate swaps 
Guarantees on behalf of the 
constituents 
In India 
Outside India 


13.703.392 11,680,846 

192,574,618 234.936,624 

89,509 378,296 

3,398,290 3,833,110 

100,000 0 


22.745,761 21.930,475 

1,512,949 931,064 


22,861439 


Acceptances, endorsements and 

other obligations 

Other Items for which the bank is 

contingently liable (including bills 

rediscount^) 


9,150,672 

232,087 


243,507,278 28^906,551 
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ANZ Grindiays Bank Limited 

(ln«erpo«Md n AuMralia ManiMri' tiaMiiy imnad) 

ACN 073230180 


Grindiays Bank 


PROFIT AND LOSS ACCOUNT OF THE INDIAN BRANCHES FOR THE YEAR 

ENDED 3IST MARCH. 1999 



Year 

Year 

I 

Year 

Year 


Ended 

Ended 


Elided 

Ended 


31/03/1999 

31/03/1998 


31/03/1999 

31/03/1998 


Rs.'000 

Rs. '000 


Rs '000 

Rs '000 

SCHEDULE 13-INTEREST 



SCHEDULE 16-OPERATING 



EARNED 

Interesl/discount on advances/bills 

S.S43.312 

6,176.763 

EXPENSES 



Income on investments 
(including dividend) 

5,077.394 

3,416.654 

Payments to and provisions 
for employees 

1.566,625 

1,346,680 

Inierest on balances with Reserve Bank 




• 

of India and other inter-Bank Funds 

1,185,689 

785,425 

Rent, taxes and lighting 

252,304 

241,222 

Others 

33,705 

127,639 


84.020 

66,545 

11,840,100 

I0..5{)6>8I 

Printing and stationery 

SCHEDULE 14-OTHER 
INCOME 



Advertisement and publicity 

Depreciation on Bank's propcily 

98.718 

213,312 

188,605 

170,741 

Commivsion. exchange and brokerage 

1,819,642 

1.400.478 

Net proTil/doss) on sale of invcsimenls 

(403.657) 

513.682 

Indian advisory boaid members 



Nel profit/(loss) on sale of land, 
buildings and other assets 

(13.899) 

(2,512) 

fees, allowances and expenses 

2,685 

1,800 

4,323 

1,800 

Net prcfit/(loss) on exchange 
transactions 

701,0.57 

766,897 

Auditor's fees and expenses 

Law charges 

16,601 

24.587 

Miscellaneous income 

1 y 99 

7,876 


2.1l4..t42 

2.686,421 

Postage, telegrams. 






telephones, etc 

1 166.490 

128.837 

SCHEDULE 15-INTEREST 



EXPENDED 



Repairs and maintenance 

1 156,514 

122,583 

Interest on deposits 

Inierest on Reserve Bank of India/ 

6.637,013 

5.244,509 

Insurance 

j 14.849 

15.983 

Inter-Bank borrowings 

472.769 

419.668 

Olhm' expenditure 

: 484.568 

437.417 

Others 

380,637 

234,949 

.. 

, — - 


7,490,419 

5,8^.126 


1 3,(178.486 

2,749,323 





j_ 



NOTES APPENDED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF 
THE INDIAN BRANCHES FOR THE YEAR ENDED 31ST MARCH. 1999 

1. General 

The Kcompanying financial statemenu made upto 31 March 1999 comprise the accounu of the Indian Branches of ANZ Grindiays 
Bank Ltd. ('*die Bank”) which is mforporaied in Australia 

2. Prlndpal Accouatiiig PoUdea 

a. Acronnling Convention 

The accompanying financial statements have been prepared in accordance with the nistoncal cost convention except where 
otherwise stated and conform to the generally accepted accounting pnnciples and the statutory provisions and practices prevailing 
within the banking industry in India. 

b. Transactions taivolvliv Foreign Exchange 

i Assets and liabilities denominated in foreign currencies are translated into Indian rupees at the rales oi exchange notified by 
Foreign Exchange Dealers Associauon of India (PEDAl) at balance sheet dale, except for deposit sw^is w hich are not revalued 
The resulting lossea/proTits on revaluation are mcluded in the Profit and Loss Account 
II. Ouutanding foreign exchange contracts are disclosed as contingent liabilities at the contracted rates Ouutanding foreign 
exchange contracts except deposit swaps are revalued on the Balance Sheet dale at the rates notified by PEDAl and ihe resulting 
losses/^ofits on revaluation are included iii the Profit and Loss Account 
ill. Income arid expenditure items are accounted at the exchange rates prevailing on the date of transaction. 

c. InvestflMnts 

All investments are “Current Investments" and are valued at the lower of cost and mailiet value in aggregate tor each category 
in compliance with the Reserve Bank of India (RBI) requirements. Treasury Bills, Commercial Paper and Certificate of 
Deposits are valued at cost adjusted for amortisation of premiums or discounts. Investments in associates are valued at cost 
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@ TheBankofTokyo-Mitsubishi,Ltd 

(Incorporatad In JapmUabHlty of Membais Umliatfl 


BALANCE SHEET & 

PROHT & LOSS ACCOUNT 


BAUNCE SHEET Of INDIAN BRANCHES 

AS ON SIST MARCH 1999 

PROFIT & LOSS ACCOUNT OF INDIAN BRANCHES 
FOR THE YF:AR ENDED IIST MARCH 1999 

((KX)'s omitted) 


(OOO's omitted) 

Schedule 

As on 
31sl March 
1999 

As on 

31st March 
1998 

Schedule 

Year Ended 
31st March 
1999 

Year Ended 
31st March 
1998 

Rs. 

Rs 

Rs. 

Rs 

CAPITAL AND 




I. INCOME 



LIABILITIES 




Interest earned 13 

1,25,24,05 

1.60.40,76 

Capital 

1 

99,78,28 

99,78.28 

Othci Income 14 

30,68,03 

10,51.75 

Reserves and Surplus 

2 

29,87,56 

29,87,56 

TOTAL 

1,55,92,08 

1.70.92.S1 

Deposits 

3 

9,95,11,26 

10.<X),65,12 


— 

=- 

Borrowings 

4 

- 

84,84,84 

11. EXPENDITURE 



Other Liabilities and 




Interest expended 15 

80,62,85 

1.07,73,15 

Provisions 

5 

99,41,73 

86,38.54 

Operating expenses 16 

4,09,69,92 

28,80,03 





Provisions and 



TOTAL 


12,24.18,83 

13,01.54,34 

contingencies 

-2.81,90,50 

1.70,81,55 





TOTAL 

2,08,4i27 

5,07.34.73 








Cash and Balances with 




Ill. PROFIT 



Reserve Bank of India 

6 

1,27,18,90 

1,04.18,39 

Net Loss for the year 

-52.50,19 

-3 .16,42.22 

Balances with banks and 




Profit/Loss {-) hniught (orwaid 

-44,47,15 

18,85,07 

money at call and 





- 

- - 

short notice 

7 

1,51,96,36 

56,49,56 

TOTAL 

-96,9734 

-3.17.57.15 

Investments 

k 

3,04,19,15 

3.11.57,99 

IV. APPROPRIATIONS 



Advances 

9 

4,97,85,88 

7,05 52,13 




Rxed Assets 

10 

27,27,98 

24.07.53 

Transfer to Statutory 

Reserves 



Other Assets 

11 

1,15,70,56 

99,68,74 

Transfer to Capital A/c 

- 

- 

TOTAL 


12,24,18,83 

13.01.54.34 

Loss reimbursed Itom H O 

-52,69,76 

-2,73,10,00 





Balance earned over to 







Balance Sheet 

-44.2738 

-44,47.15 

Contingent Liabilities 

12 

14,93,99,62 

13,46.69.31 


■IHMI 


Bills for Collection 


4234,82 

57,16.18 

TOTAL 


-3,17.57.15 


Accounting Policies and 
Notes forming pan of 
the accounts 17 

The Schedules referred to herein lorm an integral pan of the 
Balance Sheet 

This IS the Balance Sheet referred to in our report of even date 


Accounting Policies and 
Notes forming pan of 
the accounts 17 

The Schedules reterred to herein form an integral pan of the 
Profit and Loss Account. 

This IS the Piofit and Loss Account refericd to in our report of 
even date 


For A.P. SANZC;iRl & CO. The Bank of Tokyo - Mitsubishi, Ltd. The Bank of Tokyo - Mitsubishi. Ltd. 
Chartered Accountants 


Sd/- Sd/- Sd/- 

(MEHUL SHAH) (K. TOKUNO) (H. KOSHINO) 

Partner Deputy General Manager Regional Executive for India 


Place Mumbai 
Date . 23rd June I9«i9 
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SCHEDULES 


TheBankofTokyo-Mitsubtshi,ltd. 

(Incorporatod in Japan UabWty of Matnbars Unnitad) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON JIST MARCH IV99 


(OOO’s omit(cd) 

lOOO’s omitted) 


As on 

As on 


As on 

As on 


31st March 

31st March 


31st March 

31st March 


1999 

1998 


1999 

1998 


Rs. 

Rs 


Rs. 

Rs. 

Schedule 1 •> Capital 



Schedule 4 - Borrowings 



i) Amount received from 



I Borrowings in India 



Head Office 

25,7931 

25.79.31 

- Other Banks 


20,00,00 

ii) Profits retained 

70,53,24 

70.53.24 



III) Amounts received from 




- 

20,00.00 

Head Oiricc tor acquisition 



II Borrowings outside India 

- 

64,84,84 

of property 

IV) Amount of investment 

3,45,73 

3.45.73 

TOTAL (1 and II) 

- 

84,84,84 

deposited with RBI 
(including initial funds 
bought 111 Rs. 2,0()0) 
under section 11(2) 
of the Banking 

Regulation Act. 1949 
Current Year Rs 563.5(X) 
Ptevious Year Rs 596.6.S0 

i 

! 

1 

Secured borrowings included in 

I & II above 

Schedule 5 - Other 

Liabilities and Provisions 

I. Bills Payable 

II Inter-Office adjustments (Net) 

III Interest accrued 

Nil 

1630,92 

6,7934 

21,58,70 

Nil 

10.95,94 

2.97,32 

22,89,09 

TOTAL 

99,78,28 

99'.78,28 

IV Others (including provisions) 

54,52,77 

49..56.19 

1 

Schedule 2 - Reserves 



TOTAL 

99,41,73 

86.38..54 

and Surplus 






1 Statutory Reserves 

Opening Balance 

2937,56 

29,87.56 

Schedule 6 - Cash and Balances 
with Reserve Bank of India 



Additions dunng the year 

- 

- 

I Cash in Hand (including 



Deductions during the year 

_ - 

_ 7 

foreign currency notes) 

2,08.16 ! 

2,70,97 


293736 

29.87.56 

II. Balances with 



11 Balance in Profit & 


Reserve Bank of India 



Loss Account 

- 

- 

- In Current Account 

1,25,10,74 

1.01,47,42 

TOTAL (I and H) 

29,8736 

29.87.56 

TOTAL (I and 11) 

mtrm 

1,04,18,39 

Schedule 3 - Deposits 



Schedule 7 - Balances 



A1 Demand Deposits 



with Banks and Money 



1 ) From Banks 

4433,15 

28.87.59 

at Call and Short Notice 



ii) From Others 

3,173730 

2,30,45.68 

1 In India 




331M45 

2..59,33.27 

i) Balance with Banks 
a) In Current Accounts 

9038 

1,05.22 




11 Savings Bank Deposits 

52,93,94 

45.45. M 

b) In Other Deposit 

1,09,9030 

53.90.00 


Accounts (SiDBl) 

III Term Deposits 

1 


11 ) Money at Call and 



i) From Banks 

139 , 00,00 

1.29,23..50 

Short Notice 

- ■ 

- 

It) From Others 

4,41.5637 

5,66.63,04 

6.95.86.54 

TOTAL 

1.103030 

54.95,22 


5303037 

II. Outside India 



TOTAL (I. II and III) 

. 



9,95,11.26 

10,0(1.65.12 

1 ) In Current Accounts 

2,95,28 

59,48 

B i) Deposits of branches 


10;00,65.I2 

II ) In Other Dep(»,il Accounts 

III) Money at Call and Short 

3830,50 

94,86 

in India 

ii) Deposits of branches 
outside India 

935,1136 

Notice 

- 

- 


— 

- 

TOTAL 

41,15,78 

1.54.34 

TOTAL 

935,1136 

10,00.65,12 

TOTAL (I and II) 

131.9636 

— i 

56,49,56 
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SCHEDULES 


A TheBankofTokyo-MRsubMiiiLtd. 

(lncorporBt«dinJipan.LJablHtyofM«rTriMrsLMlwfl 




SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1999 


(000’s omitted) 


(OOO’s omitted) 


As on 
31st March 
1999 


Rs. 


Schedule R > Investments 

I Gross Investments in India 3,05,99,22 3,13,43,11 

il. Provisions for Depreciation 

on Inve.stments 1,8 0,07 1,85,12 

III Net Investments in India 3,04,19,15 3,11,37,99 

Break up of Net Investments 
in India in 

i) Government Securities 2,78,77,72 2,86,11,33 

II) Other approved securities 23,44,44 23,51,49 

III ) Shares 1,03,64 99,56 

IV) Debentures and bonds 14,76 14,76 

v) Others 78,59 80,85 

(In Uiuts of Indus Venture 
Capital Fund) 


TOTAL 


Schedule 9 - Advances 

A i) Rills purchased and 
discounted 

II) Cash credits, overdrafts 
and loans repayable on 
demand 

III) Term loans 

TOTAL 


3,04,19,15 3,11,57,99 


8,70,19 52,99,42 


3,07,83,66 4.36.48,5*5 

I.8U2,03 2,16,04.16 

4,97,85,88 7,05.52,13 


B i) Secured by tangible 

assets 3,24,90,86 5,13.83,28 

II) Covered by Bank/ 

Government guarantees 80,09,09 1,06,74,(K) 

III ) Unsecured 92,85,93 84,94,85 


TOTAL 


C I Advances in India 
i) Pnonty sectors 
II) Others 

TOTAL 


4,97,85,88 7.05.52.13 


29,74,96 92,32.53 

4,68.10,92 6,13,19.60 

4,97,85,88 7.05.52.13 


Schedule 10 - Fixed Assets 

I Premises 

At cost as at 31st March 
of the preceding year 
Additions during the, year 
Deductions during the year 
Depreciation to date 

TOTAL 

II Other Fixed Assets (including 
furniture and fixtuic) 

At co.st as at 3Ut March 
of the preceding yea' 
Additions during the year 
Deductions during (he ye.ir 
Dcpieciation to date 

III Capital work in progress 

TOTAL 

TOTAL (1. II and III) 

Schedule 11 - Other Assets 

I Interest accrued 

II Others* 

TOTAL 

* Includes Balance of Loss 
(net of Reimbursement of 
Rs 52.69,76 fiom H O ) 

Rs 44.27.58 (Previous year 
Rs 44,47.15) 

Schedule 12 - Contingent 
Liabilities 

I Claims against the bank not 
acknowledged as debts 

II Liability on account of 
outstanding forward 
exchange contracts 

III Guarantees given on behalf 
of constituents 

a) In India 

b) Outside India 

IV Acceptances, endorsements 
and othei obligations 

V Other items toi which the 
Rank is contingently liable 
(Hills Rediscounted) 

TOTAL 


As on 
31st March 
1999 

As on 

31st March 
1998 

Rs. 

Rs. 

10,95,00 

8,75,73 

2,19,27 

2,64,47 

1,72,55 

830,53 

9,22,45 

1833,98 

1131,36 

34,67 

10,95,14 

14,81,50 

3.98.16 

25,68 

8,16.37 

21,92 

4,47,47 

18,97,45 

14,85,08 

27,27,98 

24,07,53 

21,83,63 

93,86,93 

26,87.96 

72,80,78 

1,15,7036 

99,68.71 


740,10,74 6,96.00,26 


2,69,05,02 

1,46,30,80 


2,39,02,17 

1,80,52,43 


347,88,63 2.30.25,17 


40,42 

14,93,99,62 


89,28 

13.46.69,31 


17.32 
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The Bankof Tokyo-Mitsubishi, Ltd. 

(incorpomtd in Japan-U^Ny of Manibars Umliad) 


SCHEDULES 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 3IST MARCH 1999 


(OOO’s omitted) 

(OOO's omitted) 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


3l8t March 

31st March 


31st March 

31st March 


1999 

1998 


1999 

1998 


Rs. 

Rs 


Rs. 

Rs. 

Schedule 13 •> Interest Earned 



Schedule 16 - Operating 






Expenses 



1. Intere&t/discount on 






advanccs/bills 


1,00.68,74 

I Payments to and provisions 



II. Income on investments 

31,13,76 

39,80,93 

for employees 

15,76,11 

14,08,18 

III Interest on balances with 



(1 Rent, taxes and lighting 

5,67,73 

4,09,59 

Reserve Bank of India and 






other Intcr-bank funds 

11,45,82 

6.77,.3b 

III. Printing and Stationery 

90,85 

1 

93,45 

IV Others 

4,79,65 

13,13.73 





.. _ _ _ 

_ _ _ 

IV Advertisement and 



TOTAL 

1,25,24,05 

1.60,40.76 

Publicity 

1,91 

4.00 

Schedule 14 - Other Income 



V Depreciation on bank’s 






property 

3,97,75 

2.83,78 

1 Commission, exchanttc and 






biokeragc 

12,59,88 

1.3.0.1,23 

VI Local Advisory Board 



11 Protit/l^ss(-) on sale of 



members* fees, allowances 



investments 

-47,20 

1.36 

^nd expenses 

SO 

45 

III Plot It/Loss (-) on sale at land. 



VII Auditors’ fees and 

1 


buildings and other assets 

-2,19 

-3.36 







expenses (including 



IV ProlTl/Lo.ss (-) on exchange 



branch auditors) 

43 

4,37 

ti ansae* ions ;Net) 

18,47,40 

-2.56,19 







VIII. Law Charges 

10,73 

20.16 

V Miscellaneous income 

10,14 

8.71 

j 




—. 


IX Postage, Telegrams, 



TOFAl 

30,68,03 

10.51.75 

Telephones, etc. 

2,08,99 

2,08,37 

Schedule 15 - Interest Expended 



X Repairs and maintenance 

1,53,12 

93,70 

1 Interest on deposits 

73,99,29 

94.66.24 

XI Insurance 

62,66 

65,00 

11 Interest on Reserve Bank. 






nl India/Intcr-bank 



XII. Other expenditure - includes 



borrowings 

3,133 

10.45.87 

bad debts written-oif 






Rs 3,75,56,12 

'3,78.95,18 

2.88.98 

III Others 

3,50,26 

2.61.04 




TOTAL 

80,62,85 

1.07.73.15 

TOTAL 

4,09,69,92 

28 80,03 



J_ 
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SCHEDULES 



The Bankof TokychMitsubishi, Ltd. 

(Incorporated hi Japan UabMty of Members Umited) 


Schedule 17 - Accounting Policies and notes forming part of the accounts for the year ended 31st March 1999. 

Principal Accounting Policies 

(1) General 

The accompanying tinanc'ial statements have been prepared on the historical cu.st basis and in accoidancc with 

the generally accepted accounting primiplcs and the statutory provisions and practices prevailing in the country 

(2) Income Recognition 

Income and Expenditure is accounted lot on accrual basis. 

<1) Transactions Involving Foreign P.xchange 

(a) Monetary assets and liabilities and non-monctaiy assets except Forward Contiacts arc translated at the exchange 
rates prevailing at the close of the year 

(b) Income and expenditure items aic translated at the exchange rates luling on the date of the ttansaction 

(c) Profit and Ixiss on translation of outstanding torwaid contracts, as well as on translation of all monetary 
assets and liabilities have been accounted for at the rates prescribed by. FEOAI 

(d) Contingent Liabilities arc disclo.scd as under. 

(i) Outstanding Forward F.xchangc Contracts at the contracted rates 

'(ii) Guarantees and Letters of Credit at the exchange rate picvailing at the close of the year 

(4) Investments 

Investments have been classified into Permanent and Current categories as per R B I guidelines Permanent 

Investments include securities intended to be held on long term basis Investments are valued as per the guidelines 

laid down by RBI as under 

( 1 ) Permanent Investments aie valued at Cost 

(ii) Current Invc.stmcnts have been valued at cost or market value whichever is lower, on itemwise basis 
For the purpose of considering the market value, stuck exchange quotations wherever available have been 
taken and where the investments are not quoted on the stock exchange the same have been valued as per 
the norms laid down by the KBI as under 

(a) Government Sccuiitics and Public Sector Undertaking Bonds - Valued at yield to maturity (YTM) basis 

(b) Treasury Bills and Negotiable Certificate of Deposits - Valued at carrying cost 

(5) Advances 

(a) Provisions for L<)an Losses is made in respect of advances based on periodic review as per the banks policy 
which also satisfies the guidelines issued by R.B I 

(b) Interest on Non-Perto((niing Advances is recognised in the Profit & Loss Account on leceipt basis 

(c) Advances aie stated net of Bills of Exchange re-discounted and provisions in respect of Non-Performing 
Advances 

(6) Fixed Assets & Depreciation 

(a) Premises and other fixed assets have been accounted for at their historical co.st 

(b) Depreciation has been provided for on the diminishing balance method at the rates specified in the Income 
Tax Act, 1961 

(c) Dcpieciation on assets acquired upto 30th September is provided for the full year and assets acquired subsequent 
to 30th September are provided at S0% of the prescribed rates. No depreciation is provided on assets sold 
during the year 

(7) Staff Benefits 

(a) Gratuity and Pension benefits which arc only payable to employees other than expatriate employees aie 
accounted for on accrual basis and funded to a Group Gratuity Scheme with Life Insurance Corporation of 
India in icspcct of Gratuity and Employees Group Superannuation Scheme for providing Pension benefits, 
icspectivcly 

(b) Encashment of leave is accounted tor on accrual basis as per actuarial valuation. 

(8) Net Profit/Loss 

The Net loss disclosed in the profit and loss account is after con.sidenng 

(a) Provision for Income Tax, Wealth Tax and Interest Tax in accordance with the statutory requirements. 

(b) Provision for doubtful advances 

(c) Provision for depieciation in the value of current investments 
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The Bankof Tokyo-lffitsubishi, Ltd. 

(Inconwaid In J»u*l«y « M»nb«« 



SCHEDULES 


► 


Notes on Accounts 

(1) Head Office administrative expenses have not been charged in the accounts and piuvision for taxes has been 
computed without deduction of such expenses 

(2) The break'Up of investments (Schedule 8) is given herein below. 

(i) Permanent Investments 74.39,42 Thousands 

(ii) Current Investments 

(a) Approved Secunties 2,27,82,74 

(b) Unapproved Secunties 1,95,99 2,29,79,73 Thousands 

3.04.19.15 Thousands 


(3) Business Ratios 

(i) Capital Adequacy Ratio - Tier 1 Capital 9.92% 

(li) Capital Adequacy Ratio - Tier 2 Capital 

(in) Interest income as a percentage to working fund 7.15% 

(IV) Non-interest income as a percentage to working lunds 2 11% 

(v) Operating profit/ioss (-) as a peicentage to working fund -2 67% 

tvi) Return on assets -4 45% 

(vii) Business per employee (Rs Thousands) 5.59,73 97 

(viiOLoss per employee (Rs Thousands) 16,15.44 

(4) The percentage ot net NPAs to net Advances as at the year end is 13.45% For arnving at the above percentage 
an amount of Rs 2.31,04 thousands provided on Standard Assets has not been included in the hgiire ot net NPAs 

(5) Provisions and Contingencies includes (Rs in thousands) 

Net provisions made towards NPA 84,41,98 

Write back of bad debts provision -3,75,55,11 

Depreciation on investments 14,61 

Write back ot depreciation on investment -19,57 

Provisions towards Income Tax 7.61,95 

Interest Tax 1,48,44 

Provision towards net debt entries in Nostro Accounts 18,29 

(6) The Bank has made a provision of Rs. 2.31,04 thousands on standard assets, and a provision amounting to 
Rs 19,65,45 thousands on expired guarantees not invoked. Due to the above losses tor the year aie higher by 
Rs 21,96,49 thousands and advances arc lower by Rs. 2,31,04 thousands and other liabilities overstated by 
Rs. 19,65.45 thousands 

(7) Durtng the year, the Bank has changed its pulu y of accounting for the leave ent ashmcnl of employees trom 
cash bas” to accrual and has accordingly provided for Rs 1,71,38 thou.sands as liability towards unclaimed leave 
encashment 

(8) The FF.DAi guidelines which are approved by RBI with regards to conversion ot foreign currency balances, forward 
exchange contracts are mandatory tor the bank and hence ihe.se guidelines have been followed in preference lu 
Accounting Standard II, on the subject issued by The Institute of Chartered Aicountants of India 

(9) The Bank has certified that all its critical hardware and software system arc Y2K compliant and that it has also 
developed conttngency plans tor the same Future costs, if any. in respect >‘t the Y2K problems are expected 
to be insignificant. 

(10) Previous year's figures have been regroupi-d/iearranged wherever necessary to contoim to current ye.ir's pre¬ 
sentation 


Fur A. P. SANZGIRI & CO. 
Chartered Accountants 

Sd/- 

(MEHUL SHAH) 
Partner 


The Bank of Tokyo - Mitsubishi, Ltd. 


Sd/- 

(K. TOKUNO) 
Deputy General Manager 


The Bank of Tokyo - Mitsubishi, i.td. 


Sd/- 

(H. KOSillNO) 
Regional Executive for India 


Place Mumbai 
Datr . 23rd June, 1999 
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SSSBBBBBSBSSSSBSSSS ATheBankofTokyo-Mitsubishi,Ud. 

AUDITORS’ REPORT OrwwpomWInJwanLlabllltyolMii^^ 


Auilitur»' Report on the Indian Branches of The Bank of Tokyo-Mitsubishi, Ltd. 

Under Section 30 of the Banking Regulation Act, 1949. 

We have audited the attached Balance Sheet ot the Indian Branches of The Bank of Takyo*Mitsubisbl, Ltd. as 
at 3Ist March, 1999 and aUo the annexed Piufit and Loss Account of the Indian Branches of the Bank for the year 
ended on that date, in which are incorporated the returns from Calcutta, Chennai and New Delhi Branches, audited 
by other Auditors 

In accordance with the provisions of Section 29 ot the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 1956 
the Balance Sheet and the Prolit and Loss Account, arc not lequired to be and aic not drawn up in accordance 
with Schedule VI to the Companies Act, I9S6 The accounts are therefore, drawn up in conformity with Forms 
‘A' and 'B' of the Third Schedule to the Banking Regulation Act, 1949 

We report that 

a. We have obtained all the intoimalion and (explanations which to the best of our knowledge and belief were 
necessary for the purpose ot our audit and have found them to be satisiacloiy 

b The tiansactions which have come to our notice have been in our opinion, within the poweis of the Indian 
Branches of the Bank 

c in our opinion, proper hooks of account as required by law have been kept by the Indian Branches of the 
Bank so fai as appears from our examination of those books 

d The report on the accounts of Calcutta. Chennai and New Delhi Branches ot the Bank, audited by the respective 
Branch Auditors, were received and propcity dealt with by us. while preparing our report. 

e The Balance Slicrt and Profit and Los.s Account of the Indian Branches of the Bank dealt with by this report 
are in agreement with the books ot account and the returns 

f. In our opinion and to the be.st of our inlormution and according to the explanations given to us, the Balance 
Sheet and Piofii and Loss Account, .subject to the following Notes in Schedule 17; provision of Rs 2,31,04 
Thousand against standard assets (Note no 6), Excess provision ol Rs 19,65,45 Thousand against jion fund 
based exposure.s covering expired guarantees not invoked (Note no. 6J, and read together with the other notes 
in Schedule 17 give the information required by the Companies Act, 1956 in the manner so required for Banking 
Companies and give a true and fair view of the state of affaits of the Indian Branches of the Bank as at 31st 
M.'trch 1999 and ot its Loss for the year ended on that date 


For and on behalf of 
A. P. SANZGIRI & CO. 
Chartered Accountants 

Sd/- 

MEHUL SHAH 
Partner 

Place- Mumbai 

Date - 23rd June, 1999 
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l%,^^dual Illiteracy 

a^fu^ively high literacy and rural area.s in undcnievcioped 
p!' i^raliy shown resistance to literacy campaigns This 
lilVi^y needs to be examined in the context oi uneven 
[iment and strategies evolved to correct the unevenness. The 
first of a three-part analyses. 1773 
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An analysis of the data on foreign technology agreements entered into by 
some of India's largest private sector firms directs attention to critical 
hut neglected is.sues and shows that while most such agreements may 
have resulted in better profitability, they may not have a positive 
effect on net export earnings. IgOl 

Inept in Kargil 

The mi.shandling of the situation in Kargil, and in fact its very genesis, 
has now resulted in the people of India having to bear (he mounting cost 
of the 'localised' war in the region. It would be extremely costly to 
resolve the situation by military cxerci.ses alone; a comprehensive 
policy needs to emerge on the entire Kashmir issue as well 1747 

The inept diplomacy of the BJP-led regime has iorced India into a 
situation where it is being pushed into accepting and even welcoming 
international intcrtcrencc from the US on the Kargil issue gralclully 
only because that country endorses our stand on the LoC 1746 
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Food for Some 

While foudgrain pnxluciion has kept 
pair With population growth, an analysi.s 
ot data on pet lapita ctinsumption ol 
dillcrcnt focHi items and the uumsequent 
supplies ot cncigy, protein, etc. 
according to expenditure class cafegones 
shows that loud and nuinlivin 
detiiicniics aa* niuih iargot than has 
been shown hy poverty c.stin>ates. 1790 

Eradicating Child Labour 

It IS possible to picdict the change 
that would went in the incidence ut 
child labour with changes in the various 
factors cnntnbuting to the porsislcnic 
of child labour such as income inequality, 
parental education, age structure, etc 
With this become asatlabic a number 
oi policy options lot eradicating 
child labour worldwide, _ 1815 

Caste in Class 

In India what evistx is caste m class 
not luste per sc or caste and class A 
re-examinatiun oi the debate on the 
relationship bciweai class and c.Lsie 1759 

Making of Criminals 

Instead oi cclebiating the heroic 
heritage oi those designated as ‘criminal 
tnbes' in Bntish India, the state 
continues to tll-ircat them, which 
in fact diives them to enme. 1751 


Deliberate Neglect 

It IS surprising that the enquiry 
committee set up to investigate 
(he case of sexual harassment 
at the M,S llmveisitY should have 
been totally unaware ol the 
deiiniiioii.s laid down in the reccui 
Supieine Court judgment on 
the issue 1750 

China's Urea Policy 

C'hina. an important im|>oner ol urea, 
has embarked an a plan lor attaining 
scit-siilfiiicncy in urea production 
What are the implications of this 
policy tor India which kki has 
bcei. a hig importer ot uica‘' 1823 

Not Easy 

It isn’t enough to set up committees 
to implement decentralised 
administration, there needs to be a 
restructuring ol their tunctions as well 
The Madhya Pradesh expcnmcni 
has some le.ssuns to niter 1754 

Banks Alive! 

With the exlcmsive rcstructunng ol 
hanks in Russia and many countries 
ol CIS these institutions have at 
lost lumc into then own and are 
playing a signiilcaiit role m (he 
economy 1756 




LETTERS TO EDITOR 


Don’t Dump Anti-Dumping 

YOUR editorial ‘Dump Anti-Dumping* 
(May 29) suggest.s dispensing with the 
Anti Dumping Provision ol the WTO The 
idea IS unirnabic since the agreement 
requires the impnning country to establish 
aciear causal R‘lationshipbctween dumped 
imports and injury to the domestic indus¬ 
try The examination of the dumped im¬ 
ports on the industry concerned must 
include an evaluation of all relevant eco¬ 
nomic (actors bearing on the state of the 
industry in question Clear-cut procedures 
are set out on how anti-duniping cases are 
to be initiated, how such investigations arc 
to be conducted and on conditions foi 
ensur ing that all intci ested parties are gi ven 
an opportunity to pa'sent evidence. Anti¬ 
dumping measures must expire five years 
alter the date of imposition, unless a deter¬ 
mination IS made that, in the event ol 
teimination of the measures, dumping and 
injury would be likely lo continue ot recur 
Anti-dumping investigations are to end 
immediately in ca.scs where the authorities 
determine that Ihe margin ot dumping is 
Je minimis (which is defined as less than 
2 per cent, expivs-scd as a percentage of 
the export price of the product) or (hat the 
volume ot dumped imports is negligible 
(generally when the \olume oi dumped 
imports from an individual country ac¬ 
counts for less than 3 per cent of the imports 
of the product in que.siion into the import¬ 
ing countiy. but subject to other cnteria) 
In spue oi the mentioned wcll-derincd 
lules there is no gainsaying the tact that 
there is widespread abuse ol anti-dumping 
rules This has hit India hard its exports 
arc increasingly subject to such measures in 
recent times. The repeated HU anti-dump¬ 
ing action has led lo .i decline in exports 
of Indian cotton labrics by 47 per cent in 
volume and 34 per cent in value terms 


during 1997. Thi.s has been reflected in 
the import data maintained by the Euro¬ 
pean (Tommission. according to an esti¬ 
mate of the Cotton Textiles Export Pro¬ 
motion Council, Indian exports have al¬ 
ready lost husine.ss worth over ECU .50 
million dunng 1997 on account ot these 
pnK'cedin^. However, the ideatodi.spcnse 
with anti-dumping action acro.ss nations 
IS nut called foi since with the opening 
up ot the Indian economy, lowering of 
tarills, phasing out of quantitative leslric- 
iions and overall liberalisation, several 
lureign companies in search of gicater 
market access are increasingly resorting 
to dumping India has retaliated with 13 
cases, many against its major trading 
partners. While Indian exports have been 
slammed with 12anti-dumping cascs.since 
1993, eight of them by EC. 

Anti-dumping and counterva'lmg duties 
are imposed in India under the Customs 
Tarifts Act 1975 and the Rules made there- 
undei The act and rules are on the lines 
ol the respective GATT Agreement on 
anti-dumping and countervailing duties 
The time limit and the prtK'edurcs pre¬ 
scribed under the Indian laws/Gatt Agree¬ 
ment arc strictly followed by the desig¬ 
nated authority With the increasing num¬ 
ber of cases, the government of India 
proposes to set up a directorate general 
ol anti-dumping and allied duties for 
expeditious disposal of anti-dumping and 
countervailing duty cases Section 8 (B) 
ol the Customs Tariffs Act. 1975 was 
intniduced recently to make provisions 
for imposition ol safeguard duties as pci 
the provisions of the WTO Agreemeni on 
safeguards. The act provides lor imposi¬ 
tion of safeguard duties on piixlucts being 
imported in incicased quantities .such as 
to cause or threaten to cau.se .sci lous injury 
lo the domestic industry that produces 
directly or indirectly a competitive piod- 
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uct. TTie director general of safeguards has 
been appointed to consider complmnts 
received from domestic industry suffering 
injury from the increased imports, for 
imposition of safeguard duties Thf.. 
autJionty is investigating at least 20 anti¬ 
dumping cases at present and is gearing 
up to have a facilitation cell to interact 
with the industry. The fault lies not in the 
anti-dumping Provision but in the exclu¬ 
sion of this subject from the normal dis¬ 
pute settlement priKcss There is a need 
to bnng this subject into the folds ot the 
common dispute settlement procc.ss and 
not to dispense it us suggested by you. 

Mav aniv Juhki 


Lucknow 


People’s Document 


RENUKA VISWANATHAN (May 29» 
has done well to highligiit the importance 
ol making the MP Human Development 
Report fHDR) as a document tor i onstant 
dialogue with people and policy-inakcrs 
alike not just in MP but outside as well 
Unless It IS used tor policy and action il 
will remain a libiaiy pieve Untortunately;-' 
the documeni is not even translated m 
Hindi lor widei distnhulion loi .MLAs 
MPs and ZP presidents m Ihe stale They 
must know how' their disliicts do in terms 
ol HDI indicutoi.v and what should be 
done by them in their mspcciive constitu¬ 
ency m order to reverse the indicators 
Now that MP has launched a distnet 
government cxjierimenl with tanfaic, there 
is need to keep consianlly reiiiemlicting 
the HDI indicatois m difteicni disincis 
and when the next elections come they 
should take pnde in showing then acme ve- 
ments in health, gender equiiy, educa¬ 
tional and livclihiKHl opportunities given 
to the people, etc instead of puhlicismgj 
the money spent on roads buildings and| 
other unproductive invesiineiiis that goes 
to maionty ot the distnets. There is need 
to monitor these HDR indicators by the 
newly-coiLstituted district planning com¬ 
mittees undei the distnet government 
banner headed by a minister In tact it the 
dynamic chict minister ot MP minds he 
can asc it to evaluate the perfoiinaiice ot 
the di.stnct minister and his u-am. It the 
distnet d(K:s not show any improvements 
in terms ol the HDI indicators it can even 
block the mmi.ster's party ticket when the 
next elections ara announced The HDR 
can be used tor mynad purposes Unioi- 
tunatcly, it has not been ased even by the 
governmem's public-spiritedofncials who 
have produced it. There is a need to make 
the MP HDR a people’s document and not 
keep It tor external image building pur-. 
po.scs by titc slate. * 

Mani- N Kiiikarni 


Bhopal 
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Managing Conflict 

E /EN as eflorts intensify to get the BJP-led government to 
convene a special session of the Rajya Sabha, the costs of 
the Kargil engagement rise. In men and money terms this isn't 
going to a ‘local’ skirmish which will he quickly wound up 
That much is certain And il is in this context that the shrillness 
of the opposition demand tor a Rajya Sabha session and the 
central government’s obduracy appear altogether needless 
For. the controversy is doing exactly what it is suppo.sed to he 
aimed at avoiding, distracting from the effort to put an end to 
the costly military exercise and move back to the negotiating 
taPle. Even more disturbing are the statements from various 
quarters on the need tor declaring an internal emergency 
T Iheie cun be no arguing with the fact that the government 
in such a situation must not only inform but consult with the 
opposition on major and critical moves This is especially true 
tor a government which is holding office only xs 'caretaker' 
having lost the contidence of the people. The BJP-led 
government cannot he faulted lor not attempting to construct 
Us own veision of u jilatform for such debate Whatever Us 
ulterior agendx the government did convene all-party meetings 
in which whatever their political discomloit the opposition 
parties did participate The first held this Monday, a marathon 
meeting extending over several hours was addressed by the 
three service chiefs and included extensive bncfing on the 
opeiation in the north. From all reports there was no 
stonewalling by the government or the pnmc minister. And 
while It would hardly have been sufficient ground forclaiinmg 
a consensus on the Kargil operations, all participants agreed 
dut India should not cross the LoC Sharp debates and 
dll terences aro.se ovci the convening of the Rajya Sabha, with 
the Congress - represented by Manmohan Singh and Ptanab 
Mukherjee since its president had a pnor engagement - 
adamantly pressing fin' a special session of the upper hou.se 
and interestingly enough, the two former prime ministers 
K Chandrashekar and I K Gujral demurring. And strangely 
too, apart from Cungre.ss stating, as Sonia Gandhi did in her 
letter to the prime minister apologising for her absence, that 
there were “doubts and questions on the way the government 
has handled the situation immediately preceding the Kargil 
crisis”, no one raised any substantive issues. Perhaps to 
sidestep the issue ot recalling the Rajya Sabha, the prime 
minister has agreed to convene a chief ministcis’ meeting as 
suggested by the Left Front and to deliberate upon the demand 
for ‘regular’ consultations with the opposition on the conflu t 
Undoubtedly, the Atal Behan Vajpayee government’s lapses 
regarding the intelligence network in the Kargil sector, or 
perhaps even the misjudgment at some level about the 
jetinusness of the infiltration over many months, need to be 
debated. Not only do they point to the inefficiency of a 
government in power but also to perhaps organisational 


lapses in critical areas which need to be corrected. Reopened 
too will be quc.stiuns about the recent chain of events and the 
Vajpayee government’s decision to undertake nuclear tests 
and thus to 'go nuclear’ And without a doubt the Vajpayee 
government needs to soothe a nation’s uneasiness about 
whether its eagerness to score political points by icopenipg 
dialogue with Pakistan may have blinded it to other 
developments. All the.se arc important even critical issues. 
And all of them must be subject to public debate in the political 
arena, for they contribute to a balance sheet of die performance 
and political perspective of the government of the day. Surely 
though, they do not constitute issues critical to the outcome the 
government’s actions cither in the current theatre of conflict 
or even in the simultaneous diplomatic exercises under way. 

On the other hand, the Vajpayee government is in a.somewhat 
unenviable situation. With the president too having more or 
less endorsed the opposition demand for a special session of 
the upper house, the government will be hard put to ignore a 
presidential request At the same time it can hardly be expected 
to welcome what would undoubtedly he a public as.scssmcnt 
of Its failures, pxst and present, on the floor ot pailiamcnt 
Given iLs small numbers its voice, no matter how substantial 
and sincere, would be drowned out And in all this political 
noise will be lost the es.scntial concern- that the .set of parties 
liolding the reins of power but lacking a majority, cannot be 
allowed to take long-term decisions which will affect the 
conduct of the nation in the years to come. A bioad con.sensus 
not only on the immediate concerns of a cessation of the 
Kargil conflict, but on the contours of future relalionship with 
Pakistan and on Ka.shmir need to be evolved For this however. 
It IS not just the BJP and its allies who need to pull up their 
socks; consensus cannot emerge by waiting tor the party in 
power to propo.se a solution to which others react, but by 
evolving and offering alternative solutions And that can 
happen when there is informed debate within political parties 
on the.se matters. 

The disturbing absence of political/idcoiogical perspective 
among political parties is evidenced by the debate, fui tunatcly 
marginal, on the possible proclamation of an emeigency For 
L K Advani to have chosen to illustrate the BJP’s restraint by 
saying that the government had not imposed an emergency 
even though there was a ca.se lor it, is patently irresponsible 
Tbe Kargil conflict by no means or measure calls lor a situation 
tor abrogating the rights ot people and disrupting the daily 
lives of citizens, leave alone its deeper connotations-. And lor 
the Samatu Party to have even ‘reluctantly’ stated that it would 
support such a move if it is declared in the ‘national inierc.st’ 
IS utterly shocking. It is such pronouncements which make the 
ordinary citizen wonder whether even a limited debate in the 
Rajya Sabha on Kargil will be cither enlightening k>r useful 
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CHILD LABOUR 

Flies in the Ointment 

THh convention adopted at the Iniei- 
naiional labour Coniciencc on June 17 
calls for immediate and effective mea 
surcs to .secuie the pnihibition and elimi¬ 
nation of the worst foims of rhild labuui. 
as a matter of urgency. India wa.s a pai- 
ticipaiU at this conference and its official 
delegation reportedly expressed willing¬ 
ness to ratify the convention. It was at this 
conference that the US piesidcnt. Bill 
Clinton, while announcing Ameiican 
support for the convention, also intimated 
his direction to all government agencies 
’*to make sure they are not buying any 
products made with abusive child labour" 
Wheu'as the approach embodied in the 
convention just adopted and that undei- 
lined 111 Bill Clinton’s announcement is 
to concentrate on the w oist forms of child 
labour, it is extremely doubtful if such an 
approach will really go far in eliminutiiig 
child labour 'Hie exisieiice already of the 
law banning child laliour in hazardous 
occupations in India has made little dil- 
Icrence in terms of the number of childnm 
so occupied, and the menace is .still widely 
prevalent Part of the problem is that 
enforcement becomes difficult when the 
distinction between hazardous and non- 
hazardoiis joh.s gets easily blurred. In the 
proces.s. child labour as such gets 
iegilimi.sed 'This approach to the piobicin 
ot child labour is clearly Hawed 
We have to attack chi Id labour at its vet v 
HKils, without trying to make a fine dis¬ 
tinction between ha/.ardous and tion-haz- 
aidous |ob The new ILO convention is 
unlikely to make things much easier in this 
regard The fact is that children from piKir 
households arc the ones who get forced 
into ihc labour market At the same time, 
to use poverty as the alibi for not doing 
much m preventing ilie entry of children 
into the lahout market is a pretext for 
doing little or nothing In India, the num¬ 
ber of childrt'n estimated to be in the 
labour market is around bO million It is 
a matter of no Lomcideiice tliat roughly 
the same number is estimated to he not 
going to SI IkkiI. .So the thing to do for us 
in India is to .send all the children currently 
outol v:hool.tov tioois, and theieb> keep 
them away from the labour market 
One oi the ma|or liiilutes ol the first .SO 
years ol Indian independence has been 
that wc have not iiniversaliscd pttmarv 
education It has Iiecn .so not b(*caii.sc of 
lack of lesoutces, but because of distorted 
pnonties A i. lati veiy piHirsiatc like Kerala 
h.is been able to introduce virtually uni¬ 


versal primary education and in the pro¬ 
cess almost eradicate the problem of child 
labour, whereas relatively better off states 
like Maharashtra and Gujarat are still 
lagging tar behind. What is called lor is 
an aggressive approach to ensunng that no 
child .stays out of .school in any part ol our 
country within the next five years On the 
one hand, let us make piimary education 
compulsory by law and take all neces.saty 
steps to ciisurc that the law is lully cn- 
lorced. On the other hand, alongside com - 
puksury primary education, let us ensure 
comprehensive coverage ot .schiml chil¬ 
dren by a mid-day meal prugiammc. and 
tree supply of hooks and unilorms 'This 
will make sure that children from piMir 
hou.seholds do not go without at least one 
full meal a day and at the same time cki not 
depend on their parents forsciwol expenses 
The approach to the problem has to be 
to eliminate child labour altogether with¬ 
out going into (K'cupatioiial di.siinctions 
While It IS true that some occupations that 
children get forced into arc more hazard¬ 
ous Ilian others, it cannot he overliKiked 
that, even the .sivealled non-haz.ardous 
occupations carry haz.ards In any case, the 
problem ot child labour has to be tackled 
holistically. The partial approach envis¬ 
aged in the convention adopted at the 
International Labour C onfcrcnce will not 
do Nor can much be achieved by the 
attempt on the part ot developed countries 
like I kS to u.se the existence ol child labour 
as a pretext to restrict imports fmm the 
developing countnes. As UNICEF pointed 
out in Its .State ot the World's Children, 
IW7, not even 5 per cent "of all child 
workeis ate employed in export indus- 
tiie.s" CIciii ly therefore when Bill Clinton 
and hts cohoits m the developed countries 
shed tears for child workers in the poor 
countnes. their objective is not really to 
eliminate child labour. Their objective is 
to protect their own industnes which face 
competition from the exports of develop- 
ingcountrics Whatevei theulteriorobjcc- 
tives of the developed countries, we m the 
developing countnes have to press for¬ 
ward and eliminate child labour fully by 
taking whatever measures are necessary 
to see that all our children go to school. 

GUJARAT 

Small Gains 

WITH the merger ol the Rashtnya Janata 
Party (RJPi with the Congress, 
Sharikarsinh Vugheia has ascended one 
more stage of his political journey in 
Gujarat Considered as one of the pnnei- 
pal architect ot the Bharatiya Janata Party's 


(B IP) Hrst ever ascension to power in the 
.state in 199.^, Vaghcla was soon to fall 
out with the party leadership, and in a 
stunning act of rebellion with 46 BJP 
ML\s on his side, seized power in the 
state in 1996 with the outside support ot 
the Congress But soon Vagheia’s amt^ 
tioii ot marginalising both the CongreK 
and the BIP came to naught Risking an 
assembly poll together with the 1998 Lok 
.Sahha election, hts party fared miserably, 
unable to win a single Lok Sabha seat and 
succeeding in just four of the 182 assem¬ 
bly .seats. The tale of RJP’s decline con¬ 
tinued with the party failing to secure even 
I per cent vole in tlie by-eicctinns there¬ 
after. with two of Its ML As detecting to 
the Congress, and its single MP from Bihar 
voting in favour of the Vajpayee govern¬ 
ment in (he confidence motion Clearly, 
the RJP. Vaghcla lealiscd, had reached a 
di'ad end 

The mcrgci ol the RJP with the Con 
gross was not a smimth affair either. The 
Congress, till the rebellion led by Sharad 
Pawar within its own ranks erupied, was 
nonchalant to the RJP's overtures for an 
alignment in the .state But with the pH^' 
sibility of Vaghcla drifting towards 
Pawar’s Nationalist Congies' Party dis¬ 
tinctly emerging, pnhtreal urgency de¬ 
manded that the Congress entertain 
Vaghcla so as to avoid triangular contests 
in the slate I laving alteady played apivotal 
role in pioviding a haven to Vagheia and 
rebel BJP MLAs in Khajundio and thus 
help Vaghcla finalise Ins break with the 
BJP, the Congress Parly’s central leader¬ 
ship was fotced to extend another favoui 
to Vagheia, this time to picvent a thinl 
force antithetical to its interests from 
coalescing in the state. On ttie other hand, 
given the political wildcnics.s into 
Vagheia had led his band ol toiluwerslS 
past three years, the merger with the 
Congress held out toi him and his 
followers the lea.sl threat ot damage to 
their clccturai prospects It is not surpris 
ing, hence, to find that the mei gei pro'posai 
was approved by an uverwhclmini,' 
niajonty within tiw RJP 

Yet. since the merger sclicme mCujar:it 
was pushed through at the behest of the 
Congress Party's central leadership, si¬ 
lencing the objections raised by the stak 
leadership - as is also being witnessed m 
Haryana - the tensions between discrete 
grouping.s within the Congress at the state 
level are bound to simmer beneath the 
surface. Fur the newcomers from the RJF. 
cohabiting with the loyalist Congressmen 
and the members ot (he Janata ^ 
(Gujarat), who yet maintain their scpa^l 
identity within the Conga*ss, is going lO; 
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be no elating experience. Further, the 
assumption that tiie Congicss, a.s a result 
of the merger, will gain in strength in eight 
Lok Sabha and 33 assembly constituen¬ 
cies. where the RJP and the Congress, 
fighting separately in the 1998 elections. 
1^ polled together more than the BJP. 
'i^iy not withiitand the test of time Though 
the RJP-Cnngress merger is intended to 
avoid a split in the anti- BJP vote, it cannot 
be overlooked that the RiP. at the time 
of merger, is a mere shadow ol its previous 
sell ui.d cannot be expected to add sub¬ 
stantial muscle to the ('ongress More¬ 
over. a sinnlai merger of <• nmanbhai 
Paid's JO(Gi with the Congress some 
years ago did not result in an upswing in 
the Congress' loituncs By enacting the 
merger with the RJP. all that the Congress 
can claim is to have prevented splitting 
ot Its own Notes by a potential thud lone 
m the .state 

GOLD 

Still Solid 

A votiespondent wiiics 

i;7gold about to be dethroned tiom the 
position It has cnioyed so tar as the base 
ol monetaiv reserves now that several 
individual nionctarv aiuhoiitics have made 
public then intention to otlload substan¬ 
tial potlioiis ol then monetaiy situks ol 
gold'* SpccuI.iiion IS ii!e also about the 
likely impact on the gold maikct ol the 
dcsisHinby theBnlisli trea.sury tooliload 
415 tonnes ol its loial holding ol 715 
tonnes of gold The British announcement 
M us preceded by the Swiss decision to sell 
neat Iv half ol Us monci.iry gold ol appioxi- 
iiialely 2,6'HI tonnes At the same lime, 
'll the IMF's Interim C'oinmiltcc it was also 
U'ortediy agreed hi oMlo.id a poilion ot 
^nhl laround UK) tonnes) liom the lMI''s 
cotiers tor the puit.. leation ot a Itind to 
finance the liquidation ot (oteigiidebt owed 
b\ heavilv indebted poorest couiiliics 
Gt course, almost all the monetary 
aiilliuiitics have disavowed any iniciilion 
ol disrupting the gold maikoi For ex¬ 
ample. the Hiilish treasury has announevd 
Us intention ot selling only 125 tonnes in 
bimonthly lots of 25 tonnes during the 
V.UUISC ol the financial yeai I999-20(X) 
NcuhcT the Swiss noi the IMF have yet 
announced how they propose to phase the 
oirioaditig ot their monetary gold sliarks. 
but It IS most unlikely that eillicr would 
want the international market to he con- 
Irontcd with any substantial offloading on 
(iKur part. In fact, the Swiss have said so 
'*A)ficly. Also It IS worthwhile noting that 
national monetary authorities have been 


net sellers of gold in recent years. Thus 
gold sales by the central banks and other 
monetary organisations in 1998 were a.s 
large as 412 tonnes, a figure which was 
higher than the previous year's figure by 
approximately U) pei cent. 

It cannot go unnoticed in the above 
context that the gold market has already 
reacted lo these tresh announcements by 
monetary authorities .ind IMF to tiiHoad 
gold The decline hi recent months hy 
around 10 per cent can be said to relicct 
the market's as.scssmrnt that gold sales by 
the central hanks and other monetary 
authonties may be even larger in 1999 
than in 1998. li is also signitlcant that the 
market ha.s not icacted in panic to the 
announcements by the national monetary 
authorities and IMF If anything, the 
market's reaction can be considered as 
extremely contiolled, piis.sibiy becau.se of 
the cxpcctaiion that whatever releases of 
monetary gold stocks do take place, they 
would be sue li as not to be very disruptive 
Still, some tiinhcr declines in the inter¬ 
national price ot gold cannot be ruled out. 
And partly, this may happen on account 
ot a icaction in the non-monctary demand 
lor gold in the expectation ol lurthcr tall 
in pi ICC 

The much more important question 
however, remains. To what extent, it at 
all. goUI's piysuion as part ol nKiiiolary 
icserve is now in jeopardy"' The broad 
estimate is that, taken together, about 
34.(XK) tonnes ol gold is held hy the central 
banks and Ireasuiies and iiitcrnatitinal 
monetary institutions like IMF and Eiiiro- 
pean Central Bank (hC'B). This figure 
includes 8,140 tonnes held by tlie US 
treasury and 3.2(K) tonnes by IMF. 

Imcicsttngly. while Biitain and Suii- 
/erlaiid have decided lo reduce substan¬ 
tially iheir moiieiaiy stocks ol gold, the 
US trcasuiy has made il known that it has 
no intention oi otllo.iding any part ol its 
gold .suK'k. Nor has .my indication to that 
cl led come trom ECU II anything, the 
gold holding ot FX'B should be going up 
with the new incmhci s joining tlic Euio 
club. In lad. the Bniish decision to sell 
partol us monetary stock ot gold is linked 
lo the eventual Briii.sh membership ol 
Eurotlubwlien something like HUtunnes 
td gold would need to be deposited hy the 
Biitish with the ECU on Britain's shift to 
euro 

No doubt. It IS still possible to argue that 
the total stock ot monetary gold by the 
individual monetary authonties in Europe 
and the FK2B logethei may well decline 
substantially from the eumcnl level ol 
12,575 tonnes It is doubtful however, if 
monetary authoritic.s. imtionai and inter¬ 


national, would be able to offload their 
gold stocks at the pace substantially higiter 
than in the leccnt pa.st. This would he so, 
not only because they would nui like to 
cause a major dcsruption in the iiiteniational 
gold maikd. hut also because it is in the 
interest of the monetary authorities lo 
miiintain iIk' price ol gold at a rca.sonable 
level so long as gold is cuiisidcrud neces¬ 
sary as a monetary icserve The Ucl that 
with the toimation ot regional moneiary 
authorities like ECB. it is possible to el led 
substantial reductions in the gold sUK'ks 
ol individual central btuiks, has still not 
meant that the regional monetary autlmn 
ties, however .strongly they are backed by 
the member countnes. can do without gold 
reserves Even the US imasury dtx's not 
think that lime has come lor it to do away 
with the backing its gold sttK’k provides 
to the US dollar For ECB which has ju.sl 
launched the euro, it is perhaps unthink¬ 
able to tcduce Its own gold stock The 
likelihood 111 the short tun is that the bank 
will pievail upon even its individual 
nieinbci countries, not to ultload their 
monetary slocks ol gold, at least until such 
lime as the cuio is able to uphold and 
stabilise Itself iiiteimsot its exchange rate 
vis-a-vis the US dollar. Even the Japanese 
yen. which Kki has been lu'td us a resci ve 
cuiiciicy hy seveiat national monetary 
authorities is unlikely to be given a much 
I educed gold hacking Whutv ver may has e 
iicen the extraneous laclois proin|ititig the 
recent deciines in etiio's exchange rate 
the need loi ensuiing its strength has 
bcdinie even gicaler and this is bouiul to 
inlluence the thinking in regard i(> the 
level ol monetary gold stiK'k uoiisideied 
ncxcssuiv to back the cuireiicv 
That e\eii membei coiiiitiicsot the Euio 
club (Eiuio M) such as Geiiiuny. ate 
supporting the sale ot gold bv the IMF to 
post-linaiice the tund toi piovidiiig debt 
relict to the heavily indebicd pooi coun¬ 
tries has more to do with a concciU'd 
attempt on the part ot the developed 
countries to use any and evety oueusion 
to weaken the reserve ha.se lor SDKs which 
th<'y see as a threat to the position ol their 
own Ol then regional cuirenci's The pity 
IS that the developing memhet i. ouiitrus 
ol the IMF seem to have been taki'ii in 
by the argument that since gold sales bv 
the IMF am meant to henctit only the 
heavily indebted ptHu couiiiiies they Iihi 
should support such sale It is a ploy lo 
covei a very dillcicnt agenda So. while 
the proportion ol exch.inge leseives held 
III gold may well eomc down tioni the 
present level thctc appears lo he* hlllc 
ground t.t sUrt sounding the death knell 
ol gold as the ba.se ol monetaiy reserves 
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CURRENT STATISTICS 


EPy/ Research Foundation 


t he Utest iratltr <Uu «u|uixM lew ditiiiict chanfet in iotmtitidiiy compohiiifw in ihe poft«reftirm periud There has been consideiftblr saving in pemdeum imiRMH due to decline* 
m iheir pttce> and ihett tn^iit share in value terins has dri.lined Import shaics of chemtcalk and capiial gtnxli hnve also talten, the miurellaiwous caiefones which have shown 
a rite with newer vaiieiies <»i m^KN1s uicliidinf those in knucked«down candiiicms (can compuieis etc) lor Mle in the Indian market get incJiukul There has been a nse in 
the shaie ot esporiA of ojerK ulturc based products cheniit aK gems and |eweliciy and teaiika have as have the others* cMegoiy including electriHiii goods 

Macroeconomic Indicators 


IndM Numlicn of Wholesale \ 

Prices (IWI-K2 3 10(1) 


AU ConiiiHiditics 
Pninory Ann le<> 

Itxid Anules 
Non-Po<x) Articles 
Fuel Power. Light and t uUiianls 
Maiiurauuied l^xlucls 
loud Pnxlutts 
Food Indre (computed) 

Al( ComiiHKlities (weekly .iverogr hasis) 
(April l-Juiie 12. I9W) 


Cost of Uvuig Indices 


Weights 


June 12. 
l‘W0 


__V anaiio n (Per Cent) Poin(-to-Pt»n( _ 
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ITseal Year So Far 





1999 

Over Month 

Over Year 

1999-2(8)0 

1998-99 


1997 98 

l*W(»-97 

Money Supply (Mi) 

I004792W 

5806(06) 150414(17 6) 

704641.7 1) 

27170(7 .7) 

14711*817 8) 

I25 76I(I19) 

978410 6 2) 

l.'uiTeiH.y with Public 

185767 

95(01) 

247.79(1.5 4) 

15644(9 2) 

15021(10 7i 

2411.5(16 5) 

179170 0 5) 

178290 17) 

DeixKii wKh Ranks 

816|(M(e 

5941(07) 

125762(18 1) 

1.5798(2 0) 

17168(1 9) 

122772(18 1) 

111(88819 6) 

84162(17 51 

Net Bank ricilil luOovi 

407466 

1972(0 5) 

.5()s64( 14 2) 

20794(5 4) 

2671(88 01 

5608(817 0) 

4197 70 4 5) 

7084002 0) 
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487750 

-7985(-08) 

5761(813 4) 
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-29*181-0 7) 

54204(12 5) 
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71(1.59(9 2) 

Nil Foreign Exchange Assets 

1.54194 

2696(1 8) 

25407(19 7) 

5561(7 7) 

2217(1 8) 

22(8i4(17 4i 

21072(2001 

27756(28 4) 

Reserve Money (June 11) 

268207 
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264170 7 1) 

5527(2 8) 
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KHI Credit lo SksAI-'ornin Seitoi 

27579 
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-l*)4*8-7 6) 
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202905 7i 

|5557( 54 01 

.Silieduled Ci>mmeici.it Bunks dune 4) 









Deposits 

7714490*' 

4977(0 7) 

114675(18 6) 

14178(2 0) 

II7(>4(I 9) 

IIIK6III8 5) 

998110 9 7) 

•»I7800 6 5) 

AdvaiK.es 

765715 

7776(4)9) 

46045(14 4) 

-288(4) 1) 

440*>(-l4) 

41*124(12 9) 

456770 6 4) 

24 787(9 6, 

Noii-FihnI Advances 

747296 

49561 1 1) 

40016(1.7 2) - 
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-8717( -2 7) 
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265800 0 9) 

Investments (lor SLR purposes) 

277144 

578(82 0) 

76771(15 7) 

19025.7 5) 

18108(8 7) 

75414(16 2) 

2819204 8) 

2577105 6) 

Commenial lnvcsiiiu.'iil' and 









bills ledisciiuntcd wiih F1s 

50761 

1762(2 8) 

15707(44 8) 

1615(7 7) 

2965(9 2) 

16815(52 4) 

12552(64 2) 

4168(27 1) 

(r Includes K' I7 945 inxc nn accounl ot prixeeds Inim RIBs siiiie August 28 (9*18. excluding lliem (he )ear on-year and (he 1998 'M fiscal ve:e gtowih ol nuuicv su|)pl) 

wcxildhe t5 5perceittaikf l56percnN. letfeelivelY Likewise, tviiik ilepiMls wilhoul RIBs grew hy 15 7 ler uiH .uxl l5 5perLeni, n-speilively SaKei il(Kun‘ulgusiau.txnils 

Iiulrx .Numbers of Industrial 

PniducUon (1993-943l0()) 

Weights 

Mun'h 

1999 

l*)^8-99 

Full Fiscal Year Averages 

19<)7-98 1996 97 1995 ‘)6 

“l9>)4-9r 


Oenrial Index 

l<8)00 

Muung aiKl Qiioerying 

1047 

Mailufactuiiiig 

79 76 

Flecliiciiy 

1017 


6 0 

142 8(7 8) 

177 6(6 6) 

129(85 5) 

122 702 8) 

l()8 4(8.‘) 

5 0 

I20 3(-1 7) 

122415 9) 

ll5 6(-2 0) 

07 9(96) 

107 6(7 61 A 

**2 
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1406(6 7) 
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12.7 5018) 

108 .5(8 5| 1 

2 2 

178 4(6 5) 

170(86 6) 

121 9(7 9) 

117.7(8 1) 

108 5(8 5> ^ 




Trough Peus Trough Peak 1998-99 


1997-98 


BSF: .Sensiiise Index 0*n8-7*l^ l(X)( 

4112(28 1) 

4060 

7209t 21 6) 

.7145 

4255 

2787 

4281 

774(8- 7 9) 

7897(15 8) 

7.76l(-0 2) 
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1771X25 8) 
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IK'X) 

16511 2 7) 

16970 5 9) 

l464(-5 5) 

BSt-200 0*>89 <8)3100) 


405(26 1) 

4(X) 
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1177(26 7) 
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1217 
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1117(15 4) 

%K 

Skindia GDK Index dan 2 

1995=1000) 

776(26*)) 
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94(X1 1) 
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Foreign Trade 
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Full Fiscal Yeai 
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2278 
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14880(28 6) 
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I4I6(M(8)|) 
776H(-7 9) 
176099(14 2) 
41802(0 9) 
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■74495 
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170101(9 5) 
7497W4 5) 
154176(11 0) 
41449(5 9) 
72526(11 9) 
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118817(11 7) 
7747(X5 7) 
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71797(20 8) 
122678(76 7) 
76678(28 0) 
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June tH. 
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March .71. 


Foreign Fxchangc 
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I99« 
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171704 

""iT)T2“|5 ■ 

■ '125446“ 
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29570 
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704 229.75 22)77 21649 - 7702 18402 
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Foreign Trade 

1 Commudilv Compositton of 




Pull Financul Yeai 






Importt and Exports 

1998-99 

, i8?Z-3g. 

1996-97 

1995-96 

I994-9.5 

199.3-94 1 

Rs Cr USS mn 

Rs Cr US$ mn 

Rs Cr USS mn 

Rs Cr USS mn 

KsCrUSSmn 

RsCrUSSmn | 

Imports 

> ud Iivr animab 

3699(2 1) 

880 

4231(27) 

928 

2624il 9) 

739 

2184(1 8) 

653 

4034(4 5) 

1285 

I65|(2 3) 

.526 

1 chiefly for (iKXI 












Pulres 

405(02) 

96 

119.5(08) 

262 

890(06) 

251 

686(06) 

205 

593(07) 

189 

567(0 8) 

181 

1 Cashewnutx 

693(04) 

165 

767(0 5) 

168 

(4thl05) 

194 

760(0 61 

227 

691(0 8) 

220 

483(0 7) 

154 

1 Crude matetiaJih. inedible mis 7K65(4 5) 

1871 

7792(5 1) 

1709 

7377tx-3) 

2078 

8220(6 7) 

2458 

6748(7 5) 

2149 

4273(5 8) 

1362 

except fuels 












Fertiliser tiude 

86 K(0 S) 

206 

662(04) 

145 

476t') 3) 

134 

524(04) 

157 

479(0 5) 

153 

388(0 5) 

124 

Metolitenxu ores and 

2550(1 4) 

607 

2744( 1 8) 

602 

291(82 1) 

820 

2751(2 2) 

822 

2349(2 6) 

748 

140(1 9) 

450 

meiulkcnip 

Mineral foels, lubncants 

31018(17 6) 

7378 

34773(22 6) 

7625 

3916(828 2) 

0031 

28270(23 0) 

8452 

20837(23 2) 

6636 

19.508(26 7) 

6219 

and relaied inalraials 
Hnraleum. uude and 

27064(15 4) 

6438 

30341(19 7) 

6653 

35629(25 6) 

10036 

25174(205) 

7526 

186)3(20 7) 

5928 

18045(24 7) 

5753 

piiiducts 












1 Anunal^ and vegetable oils 7161(4 1 > 

1704 

2769( 1 8) 

607 

2932(2 1) 

826 

2265(1 8) 

677 

626(07) 

199 

168(0 2) 

54 

tats and WfOMs 

Chemicats and irloied 













pioducts 

21582(12 3) 

i|34 

20049(13 0) 

4396 

174110 2 5) 

4905 

186540 5 2) 

5577 

103860 4 5) 

4168 

9317(12 7) 

2970 

Organit chimK'als 





6223(4 5) 

1753 

5698(4 6) 

1704 

4350(4 8) 

1382 

27831.3 8) 

887 

Hertiliser monutaLiuird 
Monuloctuicd itucids 

3311(1 9) 

788 

3137(20) 

688 

2434(1 8) 

686 

4621(3 8) 

1382 

2.399(2 71 

764 

198.3(2 /) 

632 

cUssilied 

i hielly b\’ materials 

30112(17 1) 

7163 

27123(17 6) 

5947 

2391(817 2) 

6735 

191.)7(15 8) 

5781 

141630 5 7) 

450 

14619(200) 

4661 

Pearls, piL>.inus/semi- 

I5K27(9 0) 

3765 

1242118 1) 

2724 

10834(7 5) 

2925 

7045(5 7) 

2106 

507(57) 

1630 

8294(0 3) 

2644 

pic^ious sUmev 

Imn and siecl 

477W2 7I 

1136 

499213 2) 

1095 

1579(3 3) 

1290 

4481(3 7) 

1340 

.3397(3 8) 

1082 

2.347(3.2) 

748 

Nun tenmis inelals 

2K23(I 6) 

671 

.3420(2 2) 

750 

3925(2 8) 

1106 

3024(2 5) 

904 

2254(2 5) 

718 

1504(2 1) 

480 

Capital praids 

2921911661 

6950 

28016(18 21 

6143 

29869(21 5) 

8414 

28289(23 1) 

8458 

19989(22 2) 

6366 

1663(822 7) 

5301 

MdLlnite'rv exie|x 
* cIcunLal and elixiiuim 

13073(7 4) 

3)10 

13461(8 7) 

2952 

12937(9 3) 

3644 

1312700 7) 

3925 

h56.5(9.5) 

2728 

5902t8 1) 

1882 

f'lansiHni k-quipiiH'iit 

2571(1 5) 

617 

3907(2 5) 

857 

5269(3 8) 

1484 

3697(3 0i 

005 

3497(.3 9) 

104 

3981(5 4) 

1269 

Prtiieci ;ntld^ 

8(i09(4 9) 

2048 

6465(4 ?) 

1418 

7520)5 4) 

2118 

7998(6 5) 

2391 

.582016 5) 

1854 

5062(6 9) 

1614 

Othris 

45441(25 8) 

I'lKlW 

29423(19 11 

6452 

156 37(11 1) 

4405 

154590 2 6) 

4622 

l(S(H8(0 7) 

3340 

6934(9 5) 

220 

Total 

17609911(8)0) 

41887 1541761 UX)0) 

33Wr/ 

13X92(81000) 

39133 1226780 00 0) 

.36678 

8997111000) 

2K654 7310111000) 

21306 

Exports 

IihhI and Its.* aiiimals 

22831116 1) 

5424 

2101(816 1) 

5239 

2044107 2) 

5758 

18351(17 3) 

.5487 

12036(14 6) 

3833 

10851(15 6) 

3459 

(.hiellv toi liHKi 













C oK^hewniii 

1610(1 ll 

'.82 

14(881 1) 

u*) 

12850 1) 

362 

1236(1 2) 

370 

124.50 5) 

397 

104.5(1 5) 

331 

OtI-incals 

19131) 4. 

»S4 

3435(2 61 

857 

3495(2 91 

985 

2349'2 2) 

702 

1798(2 2) 

573 

232413 3) 

741 

Marine pioduits 

4168(3 l> 

1038 

4487(3 41 

1119 

4(X)X|3 4) 

029 

3181(3 0) 

951 

3 337(4 0) 

1063 

2552(1 7) 

114 

Htfverages uihacio and 
lohoLto maiiutat.iuu's 

210(0 ll 

50 

226(0 2) 

56 

298(0 3) 

84 

03(0 1) 

34 

07(0 0 

37 

1 39(0 2) 

44 

1 Ciude maierials.incchhle oils 6201(4 4) 

1474 

7723(5 9) 

1926 

8I09I68I 

2284 

6283(5 9) 

1878 

489515 9) 

1.559 

4901(7 0) 

1561 

rvicpt fuels 
linn ote 

I6(XMI 1) 

380 

177(81 4) 

441 

1706(1 4) 

481 

1721(1 6) 

515 

12970 6) 

413 

1374(2 0) 

118 

1 Mineral fuels luhnconts ami 176(01) 

89 

1311(10) 

327 

I7IUII4) 

482 

15180 4) 

454 

1309(1 6) 

417 

12480 8) 

398 

1 icioietl ni'icnals 













1 Pctnileiiiii nude and 













* products 

376(0 3) 

89 

13(1(1 0) 

327 

171(81 4) 

482 

1518(1 4) 

454 

1309(1 6) 

417 

12480 8) 

198 

L'\iiiinal and vegetable oils 
'naxrs and tats 

Chemicals and related 

74lt0 5) 

176 

641(0 5) 

KiO 

682(06) 

192 

KU7I08) 

241 

t9|(0 6l 

156 

357(0 5) 

04 

products 

I484(HI0 5) 

3526 

14292(11 0) 

3564 

0995(10 O 

3379 

10266(9 71 

3069 

8034(9 7) 

2559 

r88K),8 6) 

19 1 

Drugs, phannaceulicols 

6152(4 3, 

1462 

5419(4 23 

1351 

434213 7) 

1223 

1409(3 2) 

lOl** 

2512(3 0) 

800 

2010(2 9) 

641 

and tine chcnnials 
Dyes, mieiinedioies and 
coal tar chemicals 
PlasiK. and linuleuin 

1995(1 4) 

474 

2232(1 7) 

557 

19690 7) 

562 

16270 5) 

4K6 

I5()(KI 81 

480 

0510 7) 

1 (1/ 

products 

202111 4) 

480 

1911(1 5) 

477 

18860 61 

539 

I95KO 8) 

385 

15020 81 

478 

10530 5) 

3 36 

Monutacluted goods 
classiticd 

chiefly by materials 

7728h(54 6» 

18362 

67891(52 2) 

16929 

604i9|50 9) 

17025 

56562(53 2) 

1690 

4618.5(55 9) 

14709 

18223154 81 

':i8<' 

leather lomsvear 

1238(09) 

294 

1048(081 

261 

0980 0) 

337 

0390 )) 

341 

172.5(2 1) 

549 

1793,2 6) 

572 

(iems and lewellery 

248.39(17 SI 

5901 

19867(15 .3) 

4954 

168720 4 2) 

4753 

1764406 6) 

5275 

1413107 t> 

45(8) 

125320 8 0) 

1955 

Cniion yarn, iabiics 

11669(8 2) 

2772 

12132(9 3) 

3025 

11082<9 3) 

3122 

8619(8 1) 

2577 

7014(8 5) 

2234 

4821(6 9) 

1517 

mod* ups, eU 

Manmade vartKlabnc's 

2930(2 1) 

696 

2991(2 3) 

746 

2494(2 1) 

703 

250(2 4) 

751 

1928(2 3) 

614 

1135(1 <1) 

426 

niadeups eh 
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1 RMG cotton und ouesMHU* 11706(9 7) 

3278 

10683(8 2) 

2664 

10439 8 8) 

94.54(8 9) 

2827 

38.56(9 5) 

2502 

617 3iS91 

1968 

Capital goods 

13063(9 2) 

3103 

12397(9 5) 

3091 

10904.9 2) 

3072 

9010(8 5) 

2694 

7214)8 7) 

2298 

616(88 8) 

1966 

Metal manufactures 

4549(3 2) 

1081 

3803(2 9) 

948 

3349(2 7) 

914 

2764(2 6) 

826 

2217(2 7) 

706 

208(83 0) 

663 

1 Machinery and instrument 4K12(3 4) 

1143 

4444(3 4) 

1108 

375)13 2) 

1057 

2776(2 6) 

830 

2282(2 h) 

727 

2(8M(2 9) 

hVi 

Tiuiispun equipment 

3055(2 2) 

726 

345»(2 7) 

861 

329iH2 9) 

969 

3094(2 9) 

925 

2422(2 91 

771 

185''(2 O 

S*>J 

jjtthcrs 

Uectmiiic goods 

6050(4 3) 

1437 

4610(3.5) 

1150 

424(83 6) 

094 

3543(3 3) 

1059 

2392(29) 

762 

186182 71 

5<»5 

2100(1 5) 

499 

2823(2 2) 

704 

2782(2 3) 

784 

2242(2 1) 

670 

12940 61 

412 

9520 4) 

301 

fmal 

141604(1000) 33642 130101(1000) 

32441 

08817(1(8)01 

33470 

106354(1000) 

31797 

8267.30(8)0) 

26330 (197490(8)0) 

’22 


f/ote Piguru in bnicke.k ore percentages to respective totals 
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COMPANIES 


EPW Research Foondation 


PFIZER 

Some Worries 

PFIZER INDIA, an affiliate of the IKS 
pharma major Pfi 2 ct, performed well 
during the yearended November30,1998 
While net sales increased by 172 9 per 
cent (Though figua's (or the two years arc 
not stncily comparable as the previous 
period IS , 20-month period, all percent¬ 
ages have'been annualised to facilitate 
comparison) the (oinpany's operating 
profit improved by 101 3 per cent over the 
previous year, 1996-97 Even a steep 
increase in inteicst (up 119 8 percent) and 
depreciation (up 40S.2 per cent) couldn’t 
prevent the company Irom posting a S2.2 
per cent increase in ns bottomlinc. En¬ 
couraged by Its performance, the com¬ 
pany raised the dividend rate from 30 per 
cent to 40 per cent Bmik value, mean¬ 
while. moved up troni Rs 64 3 per shaic 
10 Rs 70 6 per share. The company’s stock 
presently quotes ai aiound Rs 990 on the 
bourses, discounting ns 1997-98 earnings 
by a comfortable 92.2 times 
A mafor .setback has been the parent 
company’s recent dciision to review its 
invc.stment of S4 million in its Indian 
subsidiary in the light of a sharp 31 48 pei 
cent price cut effected by the National 
Phainiaccuiical Pricing Authority (NPPA) 
on one ol its formulations, Recosulcs 
'qiparently the US company has now 
I ai sed questions about whether it is healthy 
to invest huge sums of money in India and 
how sustainable these investments are. 
The funds were to be used in a phased 
manner over a period of two years to 
tevamp the haidware and machin ry as 
well as premises As ITi/er has the most 
stringent manufacturing .standards, this 
upgradation was expected to bring the 
plant in line with internationally accept¬ 
able norms Meanwhile, according to re¬ 
ports . the Z) du s group s Cadi la Healthcare 
IS close to finalising a deal for buying out 
Pfizer India’s Ankleshwar unit lor around 
Rs 6-8 crote Cadila had earlier been in 
talks with Pfizer India to lease out the 
plant for a period of fi \'c years with a fixed 
amount lieing paid at the end of each year, 
and at the end of five jears Cadila was 
to become the owner of the facility 
However, Pfizer prefers a onetime pay¬ 
ment instead and has stated that it will 
either close i.r cease its operations at the 
unit if it IS not sold by IX*cember 31,1999. 


The Ankleshwar unit is a formulations 
facility which earlier used to make the 
company’s B-complex product Becosules. 
anti-diabetic Diabenese, Combantnn, and 
Teoterramycin dosage foims which were 
discontinued. 

GOODYEAR 

Profitable TVail 

Gmxiyear India, a 74 per cent subsidiary 
of Goodyear Tire and Rubber (’ompany. 
USA. witncs.sed a mixed performance 
during the year ended December 31. 
1998 While net sales lemaincd virtually 
stagnant, the company’s operating profit 
occlined by 3 5 percent over the previous 
ycai, 1997 Only a steep decline in interest 
charges (down 42 5 per cent) helped the 
company post a higher botlumlinc. The 
company claims that the lower interest 
cost was mainly due to judicious manage¬ 
ment of cost of funds, logcthci with tight 
control on working capital financing 
While depreciation and tax incicased by 
18 percent and 51 7 percent, respectively, 
the company's net profit impiovcd by 
42 6perccntoverthcsaniepetiod Despite 
the increase m earnings per share from 
Rs 4 5 to Rs 6.4, the lower operating profit 
restrained the company from raising the 
dividend rate from 30 per cent, the same 
as in the previous year Book value 
meanwhile, touched R.s 61 S pci share and 
the company’s share quotes at around 
Rs 92 on the bourse.s, discounting its 1998 
earnings by 14 4 times 
With the tyre indu.stry becoming even 
more competitive and price sensitive, 
margins have been under continuous 
pressure In order to survive in .such a 
competitive market, the company has 
diawn up a strategy to increase its market 
shaic In line with this plan, Goodyear 
acquired a .‘iO per cent stake in South Asian 
Tyres (SAT) in August 1998 lor a con¬ 
sideration of 8!) crore and eftcctively 
doub’ 'd Its presence in the country with 
t wo p lants, at Bal labgarh and Aurangabad. 
The company’s pnmary objectives in the 
current year. 1999. arc to rai.se producti¬ 
vity, lower unit Costs and strengthen its 
marketing and distribution network. 
Gixxlycar Tire and Rubber Company. 
I’SA, which ahso holds a 50 per cent stake 
in S.AT, recently brought an additional 
R.S 300crore into India. The funds brought 
in will be used to expand and modernise 


SAT’s manufacturing facility at 
Aurangabad, reduce its debt burden, 
strengthen its balance sheet as well as beef 
up its markebng and distribution network, f 
With this, India has emerged as the US 
tyre major's largest investment destina¬ 
tion in Asia. Its total investment in India 
across both its subsidiaries - Goodyear 
India and SAT - is around Rs 500 crore. 
In addition to this, Gixxlyear India is also 
implementing a Rs 40 crore expansion 
programme for farm tyres at its plant in 
Ballabgarh Tlie project is expected to be 
completed in 1999-2000 The company’s 
total capacity has already increased from 
I 5 million tyres to well in excess of 4 
million tyres after the expansion and 
acquisition The company plans to realign 
and transpose the production at the two 
lactones lo suit market conditions How¬ 
ever. the primary fcK’us will bi* on the 
domestic market It's two-pronged ap 
proach entails widening and deepening 
its product offering. With the origitiaU 
equipment segment r"; -esenting a signifi 
cant growth area, passenger radial lyres, 
earth mover and farm tyres will form 
important components of OiKidyear’s 
pnxluci mix 

Meanwhile, global tyie giants Goodyear 
lUS) and .Sumitomo Rubber Industn-s 
have announced a global alliance in which 
the US company and the Japanese firm 
aim to compete mote ellectively in North 
America. Europe and lapaii Goodyear 
and Sumitomo, which has rights to the 
Dunlop brand in major world markets, 
will form four joint venture opeiating 
companies, one in North America, one tiu 
Europe and two in Japan In addition, twi^ 
support ventures will also be based m the 
US - one for global purchasing and one 
for sharing tyre technology Goodyear 
(US) will acquire a 10 per cent interest in 
the Japanese company under the lcim.s of 
the deal According to the Indian subsid¬ 
iary ol the US company, this tic-up will 
give the Indian operations an opportunity 
to leverage global strengths in all areas 
including manufacturing, marketing and 
research and development. 

PREMIER AUTOMOBH-ES 

Falling Back 

Premier Automobiles fared poorly during 
the year ended September30.1998. Whil?’ 
net sales declined by 61.8 per cent (as Uie 
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TheWcck’i 


(Rs lakht 


Pfber 


Goodyear 


FtaMndal Indicaton 


Nov 


Nov 

1W7* 


Dec 

1998 


Dec 

1997 


Pranicr 
Automobilca 
Sept Sept 
199S 1997** 


Incoae^appropriatloiis 

1 Net soiek 20S37 

2 Value of production 21144 

3 Other Income 3711 

4 Total iniome 24855 

5 Raw matcnals/sioies jnd 

spares Lonsumed 4496 

6 Other manufacturing expense' 4539 

7 Remunenition to employees 5712 

8 Other expenses 7042 

9 Opeialing profit 3066 

10 Interest 211 

11 Gross profit 3186 

12 Depreciaiion 967 

13 Profit hrjorr rat 2219 

14 Tax provision 961 

15 Profit after tax 1258 

16 Dividends 469 

17 Retainrd piofil 789 

IJabllltles/aMiels 

18 Paid-up lapiul 1172 

19 Reserves and surplus 7104 

20 Umg-lerm loans NA 

21 Shon-leiiii loans 157 

- 32 C)f which bank borrowings 157 

*23 Gross fixed assets 7426 

24 A.i.umul.aed depreciaiion 3747 

25 Inventories 4018 

2h Total assets/liabilttie' 15855 

Miscellaneous items 

27 Excise dutv 28('6 

28 Gloss value added 1(K)27 

29 Total foreign exchange intome 1402 

.30 Total foreign exchange outgo 2218 

Key financial and perfonnanre ratios 

31 Turnover latiu 

(sales to total assets! ('6) 129 53 

32 .Sales to total net assets {%) 243 53 

33 Gloss value added to 

gross fixed assets ('?>) 135 03 

34 Return on investment 

(gioss profit to total assets) (%) 20 09 

35 Cross profit to sales 

^ (gross maigin) (‘8>t 15 51 

36 Operating profit to sales 1%) 14 93 

37 Profit before lax to sales (%) 10 80 

38 Tax provision to 

profit beloro tax (9 i 43 31 

39 Profit alter tux to net worth 

(leiuro on equity) ('<’) 15 20 

40 Dividend (%) 4000 

41 Earning per shnie (Rs) 10''3 

42 Book value per share (Rs) 70 61 

43 P/B ratio 92 23 

44 Debi-equity ratio 

(adjusted for revaiuutioo) (%) NA 

45 Shoit-terro bank borrowings 

to inventories (%) 3 91 

46 Sundry creditors to 

sundry debtofs (%) 176 91 

47 Total remuneration to employees 

to value added (%) 56 97 

48 Total remuneration to employees 

to value of production (%) C7 01 

. 49 Gross fixexi assets iormaiion (%) 11 33 

T 50 Growth III inventories (%) 22 28 


12542 

46362 

46099 

9669 

17951 

12423 

47535 

46725 

10033 

35867 

2788 

214 

284 

1342 

2518 

15211 

47749 

47009 

11375 

.38385 

2492 

2.5678 

27388 

8272 

37840 

2613 

9506 

7433 

109 

10.39 

3072 

.3057 

2716 

1617 

9248 

4496 

5454 

5272 

1042 

4784 

2518 

4054 

4200 

335 

-14526 

160 

1267 

2204 

71 

5112 

2600 

3801 

2025 

455 

1982 

119 

622 

527 

230 

1191 

2281 

2179 

1498 

222 

788 

901 

707 

466 

NA 

NA 

t.378 

1472 

1032 

222 

788 

352 

761 

647 

289 

516 

1026 

711 

385 

-67 

272 

1172 

2307 

2307 

2609 

2609 

6361 

13471 

11788 

9424 

9481 

NA 

2717 

3471 

173 

80 

2085 

NA 

NA 

NA 

NA 

83 

NA 

NA 

NA 

NA 

6670 

19308 

16272 

6819 

6859 

2785 

7701 

7492 

3038 

2907 

1286 

9129 

7381 

3755 

4435 

15497 

.34190 

30865 

27362 

.11762 

1618 

7166 

7690 

1268 

11560 

6367 

7250 

(.970 

2277 

158.18 

746 

1128 

711 

87 

.194 

1186 

5386 

6320 

192 

12225 


80 93 

115 60 

1 V) .3n 

15 14 

119 49 

110 40 

265 00 

■>62 40 

79 22 

311 84 

95 46 

37 55 

42 81 

13 .39 

522 50 

16 78 

X 19 

6 56 

1 66 

6 24 

207.3 

6 04 

4 19 

471 

5 22 

20 24 

8 74 

9 II 

346 

-18 28 

18 19 

4 70 

125 

2 30 

2 08 

39.59 

.32 45 

Jl 11 

NA 

NA 

18 29 

9 9b 

7.12 

1 84 

6 52 

3000 

.10181 

10 00 

1000 

I8.(X) 

11 76 

6 18 

4 47 

0 85 

302 

64 27 

61 52 

58 44 

41 41 

41 61 

NA 

14 42 

NA 

11 75 

NA 

NA 

19 14 

25 76 

1 60 

0 74 

253 

NA 

NA 

NA 

NA 

102.44 

NA 

NA 

135 53 

141 79 

48 25 

42 17 

.18 97 

71 01 

25 81 

24 73 

6 4.3 

5 81 

16 12 

25 78 

19 96 

18 66 

15 98 

-0 58 

-72 .13 

8 62 

23 68 

12 19 

-15 33 

-51 81 


figures for the two years are not stnctly 
comparable, all percentages have been 
annualised to facilitate comparison, one 
has to also keep in mind that the company 
has transferred its Unu operations to 
anuthercompany dunng this period) Over 
the previous year 1990-97, the lompany's 
operating profit was lower by 10.3.5 per 
cent over the same period Though interetit 
and depreciation declined by 97 9 per cent 
and 71 percent, respectively, the company 
bottomline fell by .57 7 per cent dtinng the 
year under review 

With earnings per share falling I rum 
Rs 3 to Re 0.85. the company decided to 
cut the dividend rate from 18 pcT a-nt la.st 
year to 10 per cent. Book, value too dc 
dined, albeit nurginally, from R.s 41 fi per 
share to Rs 41 4 per share The Lompany 
share presently quotes at around R.s 9.50 
on the bourses, discounting its I9<)7'98 
earnings by ll.K times 

Meanwhile, the company ba.v report¬ 
edly suffered a .setback duiing the first 
quarlei of the current ycai, l‘W8-99 On 
account ul sluggish maikct conditions, 
deleiied purchases by the custonieis and 
stiff compclittun, the company sales for 
the first thiue months ot 1998-99 dev lined 
to Rs 19 02 (Tore and it as able to earn 
a meagre net profit of Rs 5 lakh only In 
ordci lo cope with the cuitcnt market 
siluatiun and retain some speciiit mar¬ 
kets, the company ha,s slashed pnecs of 
l*rcmici Padmini dunng laiiuary 1999. 
The diesel model has iwo non-AC 
versions, namely. Status and Lxeuiiivc 
The cost of Ihe .Status model was i educed 
by Rs 15.000 to Rs 2 75 lakh in Mumbai 
and that of the Hxecutivo version was cut 
by Rs i‘7,{KK) lo Rs 2.71 lakh The com¬ 
pany IS reportedly lacing problems at its 
Kaiyan plant which iscurrcnlty producing 
only .30 cars a day. Tlic taxi market con- 
tnbutes to more than 60 per cent <4 the 
total production Stiff competition iinm 
Maruti and Indica arc expected to put 
severe pressure on the company' s margins 
during the current year 

Premier Automobiles has alieady 
spun-off Its Kurla plant wiih tiled liom 
September 29. 1998 and tianstcin'd its 
as.scss to Ind Auto, a joint senture with 
Fiat India Automobiles (FlAi While 
Premier Automobiles holds .i t'l per 
cent equity in Ind Auto, MA (vitiith is a 
100 per cent subsidiary of Fiat of 
Italy) controls the majority 51 pi-i cent 
stake Premier Aulnmohites atquiied its 
49 per cent stoke in Ind Auto ilirough 
the proceeds of the tran.slor ol its Kuila 
plant. 


N> means nut available. * means 20-mcHith penotl ** means i8-im>nth penod 
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COMMENTARY 


Memory in the Time of War 

Arvind N Das 

After years oj reiterating - through treaties like those signed at 
Tashkent and Shimla - that the Kashmir dispute is strictly a bilateral 
matter, the inept diplomacy practised by the BJP-led regime has 
forced India into a situation where a deputy under secretary in the 
state department of the US is gratefully received because that 
government, at the moment, endorses India’s starul on the Line of 
Control. 


PATRIOHSM IS indeed the last reruge ot 
the scoundrel. There wa.s this interesting 
report in the newspapers the other day A 
prisoner in Rajasthan, undcr-ttial for 
having brutally murdered a young woman 
by burning her, pleaded with the court that 
he should be leleascd to go and fight at 
the Kargil front. He aigued that he was 
an army gunner who had great familiarity 
with the tR'acherous Kargil terrain and 
that the army desperately needed him to 
take on the enemy. Rather than face the 
prospect of being sentenced to death by 
hanging, he would rather nsk death at the 
battlefront Moved by such a forceful 
patnouc plea and mindful, as the petition 
said, that the aimed forces were bring 
deprived of the skills ol this intrepid wamor 
on account of his incarceration, the 
magistrate ordered that he be released f tom 
pnson and handed over to the army for 
deployment in the battlefield. It was only 
aftereveryone concerned had gone through 
suitable patriotic iiKitions was it discovered 
that the petitioner was not a super-skilled 
gunner with speciahscd knowledge of the 
battle terrain; he was only an army dnver 
who had been got rid of because of his 
involvement in the heinous, albeit ‘civil’, 
enme* The army did not come to claim 
him and, despite the gullible magistrate's 
orders, he continues to reside in jail, his 
ploy ot patnoti.sm having failed to get him 
frev 

It IS not only this particular case that 
illustrates the adage, however. It is 
interesting to note that while the talk of 
wai IS loud and tingoisi proclamations 
How fast and tree, there is much duplicity 
in the prKticc of otficially sponsored 
potnotism Note for in.sta>ice that even as 
there is much concern voiced for the poor 
jawans fighting on the front, there is no 
sign of obvious justenty at home. No 
party has been cancelled; no cxtravag.uiCL- 
curtailed Tne son.sex climbs up even as 


shells fall. And the bold and the beautiful 
have meiely found one more topic of polite 
conversation, llic .same chattcrati which 
only months ago was going on and on, 
after the famous bus nde, about how ‘they’ 
in Pakistan were ‘just like us' - “Oh, they 
even dnnk!’ - are today demonising a 
whole nation. If every scoundrel is now 
playing patriot, it is only apt that the first 
collection in aid of the jawans should have 
hc'en made at Delhi’s infamous Tihar Jail, 
home to many of the city's cclebnties! To 
.set the record straight, however, it must 
be noted that the notorious Romesh 
Sharma, in(»t recently charged with having 
masterminded the murder of his tiicnd 
Kunjum Budhraja, cxpicssed his un¬ 
willingness to go and fight in the heights 
of Kargil, he offered to send “ten ot fi ftecn 
boys” to fight there instead. 

But why speak of the duplicity only of 
the certified criminals? What of the 
respectable members of society, indecif its 
many 'lc.ideis’ who too exhibit the 
characteristics of Janus'' Public memory 
is notoiiously short but it ts not so .short 
as to have forgotten the proclamations of 
the pnme mincster and all his horses and 
all his men in the last few months It was 
not so long ago, after all. that the BJP- 
led government gratuitously tested nuclear 
weapons and its then pat iiamcntary affairs 
minister invited Pakistan to choose “the 
time and piacc" to engage in war. The 
home mimster, L K Advani. the wannabe 
Sardai Patel who should have access to 
intelligence about moves across the border, 
threatened Pakistan with ‘the bomb’duiing 
the few days that it took Pakistan to set 
off Its own nuclear tests. The irrepressible 
Pramod Mahajan used the telling phra.se 
‘ulta chor kotwal ko daantey’ (the thief 
berates the guard) to underscore inter¬ 
national relations between Chinaand India, 
even as the defence minister, the dragon- 
slayer George Fernandes, named China as 


the ‘Number 1 Threid’, a view echoed in 
the prime iiunister’s abject explanation 
letter to the US president. Today when the 
danger of nuclear war actually looms large 
over the subcontinent. Madanlal Khurana' 
is .strangely silent and only the RSS organ, 
PaiKhjanya, is still blowing the conch 
shell of atomic belligerence. And, as in 
the Mahabharat, where Duryodhana on 
behalf of the Kauravas and Arjuna on 
behalf of the Pandavas, went to the 
slumbering Krishna to request him to 
intercede, as Sartaj Aziz of Pakistan'and 
Jaswant Singhot India rush toC^ma today, 
one wonders at the sudden .silence of the 
Femande.S'Mahajan duo which has never 
earlier hesitated to shoot tnim the lips. 

But that :s not ail The public also vividly 
recalls the effusive and unrealistic 
proclamations that Atal Behan Vajpayee 
made as he got off the famous bus to 
Lahore It is obvious today that the 
Pakistanis were picpanng at that pnxi.se 
time to unlca.sh the Mujahideen merce¬ 
naries as well as their regular troops to 
capture the Indian bunkois in Kargil 
abimdonedforthe winter It is abo obvious 
that the pnme minister, the defence minister 
and the many advisors on national sccunty 
- who were ficeloading on paid trips to 
Japan and elsewhere- ignored intelligence 
' warnings and kept the countiy unprepared 
to face the present situation. Today, as the 
pnme minister changes his posture from 
‘peace in our times' Neville Chamberlain 
to ‘blood, sweat and tears’ Winston 
Churchill, the quick-change artistry does 
not cany conviction 
Even less convincing is the excuse that 
“the Pakistanis betrayed us". The amazing 
naivete, which underlies this pathetic] 
plaint, can only indicate utter incompetence 
in conducting affairs of state, wilful 
disregard of .systems and procedures or 
deliberate destruction of institutions for 
conducting diplomacy and war. Inci- 
dcritally, this charge of having been 
betrayed is so familiar wasn’t this the 
pieci.se pretext - that the Indian state had 
been fooled, tricked, taken for a ndc, indeed 
betrayed - with which P V Narasimha Rao 
tned to shrug off responsibility when the 
BJP destroyed the Babn masjid? If 
Narasimha Rao could not then be allowed 
to take this plea for having failed the 
Indian state and the Indian people, there 
IS no reason to let the BJP-led government 
off the hook on account of its claimed 
innocence. i 

The fact is that it is the wrong policies 
of the regime that have brought the country 
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(o the present sony pass. Befue India 
actually tested a sec^ lot of nuclear 
bombs in Pokiuan II. the world was aware 
of Its nuclear capabilities. It was then that 
its diplomats could say, "We will not sign 
the CTBT. not now, not ever" with 
conviction. The very act of unnecessary 
.^bravado in carrying out blasts in the desert 
actually weakened India's position. It led 
to tit for tai tests by Pakistan, impositions 
of sanctions, and the adoption of a holier* 
than-thou attitude by the sanctimonious 
and hypocritical nuclear powers and 
developed countries, which enjoy the 
security of the nuclear umbrella, held up 
by others Today, Indian negotiators are 
filling ink in their pens to sign the CTBT. 

Similarly, after years of reiterating - 
through treaties like those signed at 
Tashkent and Shimia - that the IfCashmir 
dispute IS strictly a bilateral mattci, the 
inept diploroai'y practised by the BJPded 


regime has forced India into a situation 
where adeputy undersecretary in the state 
department of the US is gratefully received 
by the government of India because that 
government, at the moment, endorses 
India’s stand on the Line of Control. The 
exultation even over the ambiguous 
statements ot the G-8 leaders and of junior 
functionaries of the Bntish and German 
governments indicate clearly that the BIP- 
led regime has inexorably been pushed 
into a situation where it has no option 
but to allow - and indeed welcome - 
intcmaliunal interference on the Kargil 
issue. And that obviously is not the end 
of internationalisation. As the chief of 
the Pakistani army has said, Kargil is 
tactical; Kashmir is strategic For all die 
martial and jingoistic statements being 
made on the Indian side, one wonders if 
there is such strategic clarity in the BJP- 
led regime. 


Kargil: Costs and Consequences 

.Gautam Navlakha 

What is the prU e the Government of India wants the country to pay 
Jor militarv rc-octupving the heights 'lost'm the first place because 
of the government's own folly? 


ISSUES concerning war or peace cannot 
remain the cxclusne domain of of- 
liciaidnm .Ml the more so, because the 
current ensis is also a selt-inflicted wound. 
Therefore, awkward questions can be side- 
supped but they cannot he dismissed. That 
the two neighbours are prepared to go to 
war over inho.spitablc glaciated terrain, 
even of the ’disputed’ vanety, or that such 

.hicrrain has come to acquire strategic 
significanccisevidem cHlinthe ’localised' 
war being fought on 140 km of Line of 
Control (LoC) between Gurer andTurtuk 
in Ladakh lor recapturing the heights 
between 14.000-1 S.OOOfeei. mo.stof which 
IS under tU-20 feet ot snow during winter 
An imaginative member of National 
Secunty Council desenhed the battle for 
control of this inhospitable terrain as a 
“war between twodifferent visions for the 
subcontinent" (sic). What is visible, 
however, is the tunnel vision of the 
Cognoscenti - the issue is simply the price 
the govemmentoi India wants the country, 
to pay for militarily ‘reoccupying’ the 
heights Tost’ in the first place because of 
Its own folly. 

i The Indian government says that the 
’intruders’ are Pakistan army regulars and 


rccniit from the rcligio-mihtary seminaries 
The presence of Tntiudcrs’ on the Indian 
side of LoC overkxiking the Snnagar-Leh 
highway which runs 3-12 km along the 
LoC in this area threatens one of the key 
surface links for Indian armed forces 
deployed along the IxiC with Pakistan as 
well as the LoC with China. In addition 
it makes difficult logi-stical support lor the 
three brigades cteployed in Siachen glacier, 
and opens a new Imnt tor the militants in 
Jammu and Kaslmni. Pakistan claims that 
’intruders’ have nothing to do with them 
and that in any cu.se the LoC, a “temporaiy 
arrangement’’. leniains ‘undclincated’. 
Instead, they have oifcred to discuss the 
matter with India or lo invite a third party 
to mediate. 

It IS a high-ii.sk gamble by Pakistan 
which knows that anv attempt to alter the 
LoC will be res'sted and fighting that 
ensues may well escalate. According to 
Pakistani foreign minister Sana? Aziz, on 
his return fnim the visit lo New Delhi on 
June 12. if Ind<a found itself ’stuck’ on 
the ground militanly then it may use the 
diplomatic routi again with Pakistan and 
if military option worked bettei then India 
wcHild not go lor dialogue (The Hindu, 


June 13). This is to imply that Pakistan 
is playing a waiting game. The Indian 
stance was summed up by the National 
Secunty Advisor, Brajesh Mishra who said 
that “We are not opposed to a dialogue,bitt 
we cannot have it while these people are 
sitting on those heights" According to 
him “their (Pakistan's) as.sessnient of the 
(Indian) army was that it would nut strike 
back .having been starved of equipment 
in the last 10 years" Which is to say that 
India too is prepared lo wait and see the 
outcome of the military response and 
exhibition of its military resolve before 
initiating drscussiun. 

Now, Pakistan cannot claim that LoC 
remains ‘undclineatcd’ after moving in 
3-10 km across the l.oC. In fact it was 
delineated in December 1972 and maps 
were exchanged And even it there was 
conflict over the line on the map and the 
position on the ground there were other 
ways to raise it than through ’armed 
intrusion' In 1984-87 Indian troops 
occupied Siachen glacier, which has no 
strategic significance for India. The plea 
wa.s that this area remai ned ‘undelinciUed’ 
in December 1972 and India should occupy 
it to prevent Pakistan fmm moving in here. 
That this was a violation of the Shimla 


Tabu- I Cem oi War 
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tS (XXI troops X 
Rs 4S0 per person |iei 
day X 120 
AmmuniUoii* 

Cost ot replacing 
damaged material and 
equipment 
Cast ot purchasing 
matcrul for high altitude 
warfuie 

1 and k stole guvemment's 
request for relief and 
rehahihlation of 
S3,(XXi persons 
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20(1 on special 
allowance 
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India IS ..urrently buying 25 (XX) rounds of 155 
nun pio)ectiles from South Afnca fur } KXX) 
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rounds ot IhO min moitdr for S 4(XI each, and 
SO.(XX) rounds for mventcMy of 450 1.30 mm 
M 46 towed aitilk'iy fieldguns from Russia tor 
51.50 each The cost is Rs 2(K) cr 
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union defence nmusier) 
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pact, which (>bliii;e.s the two patties not to 
use force to settle any dispute or claim 
over any part ot the I aK". did not occur 
to the Indian government Pakistan has 
chosen to follow this precedent 
Nevertheless, the armed intrusion cannot 
he separated from the iiiuesolved tcrritonal 
dispute with Pakistan and the ongoing 
militancy and eounici-insurgency in 
Jaimiiu and Kashmir llicrc would be no 
conflict if houndancs had been demarcated. 
Unlike settled bordeis, ceasefire lines 
pie tuppose a dispute and despite deline¬ 
ation cartogiaphically icmains a fragile 
anangcnienl Iwcause a ceasefire line will 
be respected, provided there is progress 
in dialogue to tesolve the underlying 
problem Hie heights Im which *war-hke 
situation' pievails in K>trgil weieoccupic'd 
by the Indian army in 1971 Hic laiC is 
a ccaseliie line lrt>m 1971 and the 
agiecment lo rc.spect this also contained 
a commiimenl lo tesolve all 'outstanding' 
disputes especially the one leluicd to 
Jammu and Kashmit If attci 27 years the 
problem remains unresolved this would 
amount to t rec/ing the laiT lo the dislini I 
advantage ol India It ilie Indian stance ot 
bilateralism is to enjoy credihihly it must 


address this asymmetiy in the Shimla 
Agreement, winch obliges respect for the 
LoC hut docs not specify a time-bound 
resolution ot the Jammu and Kashmir 
dispute 

Besides, having undertaken Operation 
Meghdiuit to cKiupy Stachen India ought 
to have ensuied that its sccunty estab¬ 
lishment, adept in internal wars, would 
prevent 'ctuiiiter-intrusion' in areas undei 
then voiiiiol The much vaunted tacit 
undetstandiiig between the two forces not 
to occupy the craggy mountain heights did 
not mean dial the militants were bound by 
the same ot th.it I’aki.stan would not wink 
at this wen a Mtuation to offer itself 
NotwithsidiKling tins, the Indian army had 
built bunkeis .ind fortifications in this 
tfiij.n whali weie occupied only in the 
summer Ihis seat even bcfoic their trek 
K'gan to iciih ihe lieights these weie 
taken over by the .imicd intruders' Unlike 
toad lomiimnuaiions on the Indian side 
ol Ia)(' ihe Pakislatti .vide is wcll-conncc- 
led with topogiapliy also favouring it 
Although the two armies have accused of 
violating I of on many occasions not all 
such hieaelii's Inrii nasty It nearly did over 
Siachen beiwe-ai I9H4-8H And since the 


beginning of militancy the militants have 
used the LoC for entering and exiting the 
battle zone. In the last II years firing 
across the LoC has grown mote frequent. 
Indian armed forces have five divisions 
tn the Kashmir valley and one in Ladakh 
along with over 150 batulions of various 
paramilitary forces as well a multiple 
layered intelligence network from RAW, 
MI. BSF. SSB. SSF to sateliitc/electronic 
monitoring facility. That this huge force 
with publicly unaccounted funding of 
several thou.sand crotes of rupees could 
neither provide advance information nor 
help pi event the 'armed intrusion' is 
intriguing. Well within the framework of 
the government's own skewed under¬ 
standing, where alertness vis-a vis Pakistan 
IS considered sacrosanct, downplaying 
threat across the LoC made no scn.se And 
makes even less sense bccau.se since 1997 
Katgil town had been coming under heavy 
artilldry fire Reports began to appear in 
local Kashmiri piess caily this ycai about 
militanls’ pre-sence in Kargil heights, and 
militancy in J and K .showed that it was 
bccuiniiig more piofcssional While 
militants' numhci has declined Indian 
troops' I 0 S.SCS have been using A decade 
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ot anti-insutgency has stretched the Indian 
armed forces and there ate obvious signs 
of decline in military performance. The 1S 
Corps and Noithera Command shifted, 
some months back, the 28th Di vision from 
Neemo in Ladakh to Kupwara. This 
Jilivision maintained a brigade at Kargil. 
’implicit in this was the assessment that the 
Kaigil sub-sector was secure The army 
claims that they received no ’actionable 
intelligence’, nor did they seek verifica¬ 
tion. They tned to play it down as a local 
incident, only to admit after incurring 
losses that situation was gnm and re¬ 
quired more troops and air support. 
Interestingly, the BSF maintains two yew- 
round posts in this part of LoC; BSF has 
a post at Chhamgund-Drass at a height of 
18,000 ft and at Choibat La at a height of 
18,500 ft Equaliyinteiestingly,theBatalik 
area receives little snow in winter In 
short, intrusions of the heights were ruled 
out. * 

So what would it requue to force the 
‘intruders’ out of this terrain and how 
much would it cost the exchequer'’ 
According to an estimate prepared by ICiri 
Tnccunties and Finana* Company (I-Sec) 
the incremental cost would range between 
Rs 5,000-9.000 crorc Daily expenditure 
has been calculated to be Rs 50- lOOcroie 
A conservative estimate confirms this 

Long War 

For Indian forces to succeed militarily 
It will have to be a long ‘cnllatcral' damage 
spread over several months. At present 
there are three divisions in the Kargil sector 
with more than 35.000 soldiers. There are 
estimated to be 700 ’intruders' perched at 
tlie heights, after “4Vt have bren killed" 
as of July 1. Reportedly, removing a single 
' ‘intruder’ could result in the death of 20 
I^ndian soldiers According to some reports 
^ 2.000Indiaiisoldienhavcdied.Toremove 
the 700 ’intruders’ might result in several 
thousand deaths without any guarantee of 
success before winter sets in. If the Indian 
army manages to get the heights vacated 
there would be pressure to maintain year- 
round presence a la Siachen next door. It 
IS estimated that for a post of 10 men at 
14,000-18,000 feet another 30-40 per¬ 
sonnel are required to sustain the post 
logistically.Toevacualeonecasuahy from 
such a force requires a relay team of 16 
persons. The union defence minister 
claimed that Rs 10 crore per day would 
bethecost of maintaining militaiy presence 
intheKargil heights. Indiahasannounced 
an increase of Rs 600 crore in the defence 
^budget to finance the ’local war’. The 
actual requirement would be higher. The 
bulk of the cost would be for arms. 


ammunition and other war material for 
high altitude war The pittance paid to the 
.<ioldierofR$450perday as special combat 
allowance is a minoi factor The pitiable 
compensation paid to soldiers of Rs 2 lacs 
IS not included Noi is the money required 
for relief and rehabilitation of people 
affected by the shelling. 'The cost of mili¬ 
tary presence at Siachen is included in 
this calculation simply because a year- 
round presence at Kargil heights would 
make improbable demilitarisation of 
Siachen. 

It IS worth rcealling that way back in 
1988 India and Pakistan had agreed on a 
draft agreement for demilitansation of the 
Siachen sector This effort was aborted 
because thethenRajiv Gandhi-ledgovern¬ 
ment faced with the Bofors scam and 
opposition from the military decided to 
shelve the matter Finally, a fallout of 
Kai^il will be that the hawks may push 
for reinforcing the military. The price will 
then cross Rs 10.00(1 crore. 

Already there is talk of increasing the 
military budget lor equipping the army 
The National Sccunty Advisoi claimed 
that “one ol the lessons we will have to 
learn - and it is a costly lesson - is that 
y^Hi cannot starve the army of esseniial 
equipment" This appt-ars like an excuse 
Ic. shift the locus away from this 
government’s culpability in the making ol 
the crisis as well us an attempt to iKcupy 
the patnotic high ground using the mi litary 
build-up as the via media. In actual fact 
Rs 63.()(K) crorc. which is +3 per cent ol 
the GDP, spent on ihe military is more than 
adequate. The reason tor the shurttall in 
equipment is tiecausc the cost of manpower 
required for fighting internal wars 
(Rs 12.000 ctoie). the cost ot maintaining 
presence in Siachen and build and di velop 
nuclear mis.silcs (Rs fj.lXX) crore). delay 
and wastage (Rs 1 (KX) crore), etc, are 
eating into capital spending. But when 
lingousm IS being encouraged shifting tacts 
from myths, and weighing pios and cons 
gets short shnft W.thin a yeiu of the 
nuclear-weapons test the claim of the 
hawks that N-dcicircncc will act as a 
stabilising factor and contain military 
expenditure have been belied. And if the 
‘localised war' escalates fear, real or 
imaginary, of nui Icar confrontation 
between two resolutely irresponsible 
governments, this would bnng in inter¬ 
national intervention sU a gallop. 

While most countries have been quick 
to cnticisc the violation of the LoC and 
also m most cast's support the military 
response, there is rea.son to believe that 
this is a conditional support, i c, provided, 
Indian troops do not cioss the LoC and 


can push them out before wintet sets in. 
If these heights remain occupied chances 
of localised war getting out of hand would 
compel intcmauonal intervention If Indian 
troop.s succeed it would necessitate diver¬ 
sion ot .scaicc resources from the develop¬ 
ment side, iiicrea-se mutual hostilities, with 
all its domestic accompaniment Besides 
ju.st as the government wants the people 
to accept the ‘given’ situation forgetting 
how It came about it must apply the same 
principle here The heights have been 
occupied due to negligence To get it 
vacated miiitanly IS a costly venture whose 
outcome remains uncertain. In other words 
military response will not do Dialogue is 
essential Tlic Indian government fears that 
if they allow Kargil intrusion to he linked 
to discussion on Kashmir in an election 
year there would he a backlash again.st the 
ruling party Bui it they don't, talks would 
have no meaning and the choice would 
nanow down to militaiily getting the 
heights vacated A nsky vcnluie at best 
In contrast Pakistan enjoys an advantage 
it thccnsispcrsi.stsbothinicnnsof making 
liN .Security Council Mkc notice ot it and 
placing India in a position where any 
escalation m the war in die Kargil area 
would eventually bring pres!.ure lo be 
exerted on the Indian Government. 
However, lor dialogue to succeed it may 
be necessary to link the stability ot the LoT 
with an otter of dcniilitaiisauon ol the 
Kargil and Skschen suh-.sectois, ic.sum{ttion 
ol talks ovei Kashmir, and finally 
addressing the pioblein ol alienation in 
Kashmir by, lor iiislance. lesloiing the 
internal autonomy ot Jammu and Kashmir 
It must he recognised that the chances of 
diploniatie .solution are poieiilially better 
today ptcciselv because the niiing coalition 
IS !m)ilicaicd in the making of the late.st 
crisis. This keeps the ‘Sangh panvar' on 
the backlooi since the Kargil debacle took 
place under the HIP dispensation 11, 
instead, one adventure begets another, and 
military response is preterred over lom- 
prehen.stve dialogue then the game ot one- 
unnianship will carry on and the chau¬ 
vinists in both the countries will sci/e the 
opportunity to clear the pilch lurlhcr lar 
decodes to conic 
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Gender Injustice: Supreme Court 
Mandate 

Sudhir Chandra 

The members of the committee set up to inquire into the complaint of 
sexual harassment at the MS University may have been innocent of 
the realities of women’s subordination to men at home and at the 
workplace, but they could not have possibly misunderstood the 
Supreme Court's new comprehensive definition oj sexual harassment. 


AT the tinur of commenting on the pnma 
tac'ic iniustu'c of the MSI1 enquiry 
i ommitfec's report, dismissing a research 
student's complaint ot sexual harassment 
by her .supervisor (fW, June 12, 1999), 
I had not seen the judgment It i.s unlikely 
tor the mandatory guidelines laid down in 
the landmark judgment (Supreme Court 
judgment in Vishaka vs .State of Raiasthan) 
about sexual haiassmctU at the workplace, 
that there would have been even th; 
incompi'tent and biased investigation wi tli 
which the C.ISC IS now sought to be clo.sed 
Outrageous a.s the committee's icport is. 
Its starkne.ss standsoiit .igainst the SuprcMiu* 
Court guidelines The m.mdutc issued lo 
that judgini’iit * imMiit to make judicial/ 
legal inieivcntion on behalf ol women 
consonant with the best in contemporary 
thinkingongendercquulity It isinadvancc 
of moie pervasive judicial assumptions 
about what constilutei. and threatens, 
women's right to dignity and scIt-fuHil- 
ment Indeed, the judgment confionted 
me with the naivety oi my own response 
to an important aspect of the r'port, 
revealing the hold ot invisible constraints 
even on those who have coicserously 
cultivated a feminist sensibility. 

An advance such as ti.is needs must 
cau.se some anxiety alioiit its efficacy in 
the face of widc.spread hostility to, and/ 
or incompiehension ol, its underlying 
philosophy The anxiety is confirmed by 
the ca.se with which the MSU enquiry 
committee mocks the very guidelines that 
had obliged the university authiinlies to 
order the probe 

The point about naivety relates to my 
initial entu ismofthci nquiiy committee's 
conclusion lh.it the sujier/isot's at bin ary 
action in sUippiiig the '•''>mp'aina..r's 
scholarship w'as an aiimiO’strative lapse 
which could not be tiaiisidted into sexual 
harassment Taking whai a pcnisal of (he 
SujaenK' Court guidelines .shows was a 
naive view ol ilte matter, I wrote. 

Marktheconunitte -'slormuljtion It does 

not 'ai'iC the < ues.ion ol a possible link 

between iho l.ipsc and the allegiitein. It 


asks, instead, if the administrative lapse 
IS iian.slat.ible into sexual harassment; and 
dilates (HI the expected an.swer. Alter all, 
c.ininitin .se.ise would suggest that even in 
the event ol proven correlation between 
the so-called administrative lapse and the 
coniplamaiu s allegation, withholding the 
scholarship would only be incidental to, 
and not itselt con.slitutc, sexual bar cssment 

'I'hisciith ism seesthc perverse reasoning 
ol the isiquiry committee Yet, it cannot 
move Irom the ruling ‘common .sense’ on 
to rc'ilisc that rcx'ourse to coercion is m 
il.sell sexual harassment The failure is nut 
due to w .ini ol legal expertise. For, a gros.scr 
form of the ‘coininon sense' construction 
ot sexual haiassmcnt would seem to 
chaiaclen.se oui higher judicial thinking 
As illusiiations may be cited two separate 
juiignicnls ol the Delhi High Court in a 
case where a senior official had been 
dismissed by Ins niganisalionun the charge 
ol sexualls liura.sMng a junior clerk The 
olficiars dismissal was successively set 
aside by a single judge and a division 
bench oi thi Delhi High Court on the 
ground that .dthough guilty of trying to 
assault the woman, the nfticial had not 
succeeded in actually molesting her 
The Supicine Couct guidelines seek to 
make the pievailing ‘common sen.se', and 
Its attendant sensitivity, consonant with a 
critical undoistanding oi women's 
predicament They bring within the 
definuiun ot sexual harassment at the 
workplace those veiled advances also that 
‘commoii seii%e' tails to see as sexual 
harav-.nient Nolimgeris ‘physicalrontact’ 
the deltmtig te.iiuic oi sexual harassment 
1 be (. Iu> gi* m Av includes “such unwelcome 
sexually detcr.r.ined behaviour (whether 
diR'ctIv or by iir.plication) a.s; (a) physic.il 
contact and advances, (b) a demand or 
request ioi sexual favours; (c) sexually 
coloured reinaiks; (d) showing poino- 
giaphy, (e) any other unwelcome physical, 
verbal or non-verbal conduct of .sexual 
nature ” 

The new dclinition rules out the kind 
ot distinction made in the two Delhi High 


Court judgments between attempted and 
actual molestation. Indeed, the Supreme 
Court has in January 1999 ovemiied those 
judgments and upheld the dismissal of the 
guilty official (see Apparel Export 
Promotion Council vs A K Chopra). By 
the same logic, once sexual motivation ig 
established, stoppage of scholarship woulu 
itself constitute - and not be just incidental 
to - sexual harassment. Exploiting the 
material vulnerability of female students/ 
subordinates is a common mode of 
extracting sexual favours The Supreme 
Court guidelines, while defining sexual 
harassment, cite a specific situation that 
covers precisely the kind of conduct, on 
the part of the supervisor, that the MSU 
enquiry committee has written off as an 
administrative lapse. The situation is thus 
described in the guidelines: “Adverse 
consequences might be visited il the victim 
dues not consent to i he conduct i n que.stion 
or rai.ses any objection thereto ’’ 

The .SuprcmeCouit judgment in Vishaka 
vs Slate of Rajasthan is pointedly 
nK'ntioncd by the MSU enquiry committee 
Its members should have giaspcd 
something ol the new awareness abou\j 
women’s predicament that inlorm^ the 
apex court's guidelines, especially its .sole 
male member who, bctadcs being a fonner 
di.strii.1'level judge, teaches law at MSU 
On the contrary betraying just the kind ol 
vulgar assumptions about women that the 
guidelines are intended to counter, the 
report defies both the spini and the letter 
ol the Supreme Court mandate 

Assuming the una.ssuinahlc. the mem- 
licrs of the committee may have been 
innocent of the lealitics ol women’s 
suboidinntion to men, at home and at the 
workplace. But they could not possibi) 
have misundci stood the Supreme Court's 
new comprehensive definition of. andl 
clear detailing ot the ciicunistaiices sur¬ 
rounding, sexual harassment. Considering 
the clarity with w hich the guidelines declare 
action such as withdrawal of scholarship 
to be an act of sexual liarussnicni. they 
could at least have attempted to show 
that this was not so in the case probed by 
them 

The same innocence seems to cause the 
committee’s deal ness to the complainant's 
long silence. Unaware that behind silence 
lies suffering, the committee sees in the 
complainant's ‘long’ silence evidence of 
the falsity of her .speech This deafness 
should have been cured, at lea.st partially, 
by the Supreme Court guidelines. Realising 
the hostility that surrounds a victim of 
sexual harassment when she makes bold 
to complain, the guidelines are also de¬ 
signed to lessen women’s fear of breaking 
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iheir silence. One of the guidelines, con¬ 
sequently. insists on the safeguard "that 
victims or witnesses ate not victimised or 
discriminated against while dealing with 
complaints of sexual harassment”. 
Unfamiliar with the societal reality and 
^ impervious to the Supreme Court mandate, 
^the committee suppresses the com¬ 
plainant’s silence to silence her speech. 
The young woman is condemned to a no- 
win situation. 

In my earlier comment, I had clung on 
to tlw straw of the MSU vice-chancellor's 
‘punya prakopa*. Now I know that, even 
if he manages to ignore or conveniently 
twist his inner voice, the Supreme Court 
guidelines bind him with the directive “It 
shall be the duty o( the employer or other 
responsible person in workplaces oi other 
institutions to prevent or deterthe comini.s- 
sion of acts ot sexual harassment and to 
provide the procedures for the resolution, 
settlement or prosecution of acLs of sexual 
hara.ssment by taking all .steps required ” 

Under the stewardship of this VC. MSU 
has been renussed in ihi* mattcroi pnwiding 
tlic mechanism requiredunderthe Supreme 
jft'ourt guidelines The enquiry committee 
.set up by him cannot be .said to have really 
enquired into the matter Its report will not 
stand a moment's scrutiny, lay or judicial. 
lA^t him noi wait loi the nghteous anger 
ol others, or lor judic lal intervention, to 
.secure justice. No matter whether it is 
slipshod, peremptory or/and prejudiced, 
this report fails to cnsuic yet another 
important .Supreme Court guideline which 
rcquire.s that there is no hostile environ¬ 
ment towards women at workplaces and 
no employee woman should have reason¬ 
able grounds to believe that she i.s dis¬ 
advantaged in connection with her 
employment.” 

> 'Theacccptanceofthisrcportwilldeepen, 
not alleviate, women's tears at MSU. Let 
alone doing justice, the report has not even 
cared to be seen as doing justice. To sum 
up, theie is a clear case for rejecting the 
rcpoit because; (I) Tlie committee’s use 
oltliecomplainant'ssilcnceoverthc years, 
far Irom proving the bascles.sness of her 
allegations, is a prima facie violation of 
the norms of natural lustice, priKcdures 
of law, and modes of a.ssc.ssing evidence. 
(2)There is no ground loi the committee's 
assumption about the non-exi.stence of 
any corroborative evidence for the com¬ 
plainant. (3) The committee's failure to 
consider the possibility of a connection 
between the complainant's allegations and 
the stoppage of her .scholarship'by the 
j^supervi.vor offers a queer contrast to its 
eager downplaying of that blatant abuse 
of power as ju,st an aoministrative lapse. 


(4) The committee's 'voice’ is unmistak¬ 
ably hostile to the complainant It betrays 
an incapacity, if nm unwillingness, for 
comprehending anything said by her. 
Rather than follow the Supreme Court 
guideline that, when* necessary, the victim 
be provided “a special counsellor or other 
support service”, the committee has treated 
the complainant as an adversary, un¬ 
deserving of any trust, and denied her a 
sympathetic heanng 
Finally, a melancholy thought about the 
efficacy of the Supreme Court’s com¬ 
prehensive and strict guidelines. Providing 
a complaint mechanism, and introducing 
into its composition safeguards against 
miscarriage of justice, the Supreme Court 
hasmandated “ThcComplaintCommitlce 
should be headed by a woman and not le.ss 
than half of its members should be women. 
Further, to prevent the possibility of any 
undue pressure or influence irom senior 
levels, such Complaint Committee .should 
involve a third party, either NGO oi other 


body who is familiar with the issue of 
sexual haiassment ” It is uncertain whether, 
and how tar, the MSU enquiry committee 
fulfils the requirement of tamiliarity widi 
the issue of sexual harassment However, 
its composition appears to have been 
designed to answer the Supreme Court 
directive It was headed by a woman and 
two ot Its three members were women. It 
a committee so constituted can produce 
such a report, the Supreme CiHirt guideli nes 
can by themselves produce but little cheer 
All their buill-in safeguards notwithstand¬ 
ing, the guidelines are unlikely to be more 
effective than what is permitted by the net 
combined sensitiveness to women's 
que.stion ot those composing a particular 
committee - except when there is a con¬ 
scious attempt to counter committees that 
are insensitive to women's predicament. 
Each instance of justice secured in the 
teeth of general resistance to or apathy for 
women's cause will serve to make life a 
hit less ditticuli for women 


Steal or I’U Call You a Thief 

‘Criminal’ tribes of India 

Susan Abraham 


Instead of celebrating the militant and heioic heritage of those 
designated 'criminal tribes’ by the British rulers, independent India 
continues to ill-treat them. With cruel irony con.stant harassment in 
fact drives some of them to crime. 


* JALAN belongs to ihe pordhi com¬ 
munity Her husband would be arrested 
and beaten up at legulai intervals, her two 
children were 'conliscaled' by the police 
on the charge that they were suileii as she 
did not have their birth certificates 
Recently, she vyas stripped ott a san by the 
police for mit po.s.scssing its cash memo. 

* Budhan Sabar K'kmged to the khena- 
sabarcomniunity of West Bengal. Recently 
married he was Jctc.^nincd to eke out a 
living from his handicrafts. On his way 
to the market one day he was picked up 
by the police He was continuously beaten 
for five days and nights though a search 
of his house showed no evidence ot theft 
On the sixth day he w as sent to jail where 
the beatings continued On the seventh 
day he was declared dead 

* PinyaHan Kale l>elongcd to the pardhi 
community, who worked as a landle.s.s 
agricultural labourer and on whom his 
wife and four children depended tor their 
livelihood. One day the police picked him 
up on charges ot theft The next day while 
still in custod). he was declared dead 


These are not the happenings ol the 
previous tciituiy when communuics such 
as pardhis, khena-.sahars or Ihe vadans. 
bhiK. hedars, kalkadis, kaiijars. maiiga- 
rudis, nir.shikansortadvisot Maharashlia 
like hundreds of communities all ovei 
India, were labelled ‘criminal tribes' by 
the British penal system Tlirn, a memhei 
ol any oi these communities could lie 
ramdomly picked up, tortured, maimed or 
even killed 

These incidents tKiuned in 1998, .^t) 
years after ,so-i ailed indepcndente. Jaian's 
stripping look place on Maah 9. Budhan 
Sabar's death was due to torture by the 
otticer-in-charge ot Daraba/ar police 
station in Wc.st Bengal and he died on 
February 17 Piiij a Han Kale was arrested 
by Buramuti police m Muliai a.shtiaon June 
8. killed in one day and his dead body 
buned in a forest T'hey all belonged lo 
that community called 'denotiiicd' tnlnrs 
(DNTs) What happened to them is 
symlK'licol the treatment meted out to this 
community to this day Esen the use ol 
the term ‘denotifted' is like bianding thorn 
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- orK c .li I iminal inbe, now anex-cnminal 
iiiIk 

No wonJor then thai throughout Maha- 
i.ithlra, August IS, I9*>7 was observed as 
black day by the DN’I communities and 
vaiinus 'boniubom' (shout or cry out) 
I allies weic taken out thinughout the state 
to highlight (he plight ol these com 
munities 

I'.vcry year persons liom the DN tribes 
aie cilhei mob lynched, killed by the police 
Ol torced into ciiminal activities by the 
police It must he the worst form ol 
exploitation whrrithct stablishineiit foices 
a McMon ol the pi'oplc to Ik engaged in 
I nintiul ai.iivities - j|> i n to the exploitation 
(.1 wvinieii kept eiislavi d III the piostituiioti 
trade Ilie I)N I s \x ho submit arc trapped 
in a world ol rob and run in \x hich the local 
(vilu'e arc also paid a share ol the btxity 
It they ilaie tonol siibnnl they are hounded 
oul anyway Riidhan Sabai's ‘oMenev' 
was that he was trying to eke out a living 
■ Ml iiandii lalts I'orlhe stigma ol 'iiimmal 
tube' IS uiieiasabk in the eyes ol the law 
and the lest ol soeiciv 

In luctthe uctixistsol thi'l’asctiiinBangia 
K.Ik'!i.« Sakai Kulyati Sainiti (i’UKSKS) 
headed by wnler-at ti vist Maliashwcta Di-x i 
l<'clslhj| the ven lorniationol the.Saniiti. 
If' Ahidi Uiidhan Sah.i* belonged, was a 
lliKMt to the esiahlishmcnl ITie Saniili 
was loiniCkI not only to .issisi the lom- 
innniiy members in •leveloping their 
handieialts bet lo tight against police 
atiosiiies \nd ihe poliv.e olliecr who 
tortuied R'lJhan (o his death, was known 
loi his hutKHl Uirthis poiticulai sommiiniiy 
In 1992, Ko\ was punished w ith a ti anslei 
when during a night i aid of a .Sabar village 
he not only beat .Shaiiti Sab ir to death hut 
made the Sabars cremate hei body a< 
gunpoint 

In West Reiigai between 1977 and 19g'> 
more than 42 people, mostly youth 
belonging to the lodha cotniininity wcie 
hiutally ki lied by (he polu e or mob lynched 
The popuku bclict is that in this .stale, 
under IA^I^ bronl lule for dcsados. the 
loinire oi kdling of a DNT earns the polk e 
priMiioiivMis and peditical palioiiage In 
1992, lh>* siiKide ol Chum KotV4l on 
August l(i ought to have made the n.ition 
hang Its ho.td in shatiic ( hum, tht only 
grauuute tiom the l<Hlh.i eonimnn'ty litini 
Wi-st Bengal was an ■ ul%iunding suidcnt 
doing hei ina.stets n, ai.ih.t P'.>!i/gy In the 
lace ol eontiiiuoiis harassment aiul 
huimiiatum toi ochMi^utig to a snnnnal 
iiib-. she was loiced lo soiriimi '■iiietde 

In 1997 a sp.yte ol loblieiies in the 
nonlierii subuiits ot Iviunihai resulted m 
the CM y jHniee-.iinim s.ioitet R Mendoni ■ 
going on rcsord wnh hissuteiuem that the 


pardhi community being a criminal tnbe 
was responsible As if this was not bad 
enough, the poliie swung into action to 
round up huiulieds of pardhis living in 
slums, destroying their houses and 
subiexting them to torture and prolonged 
iiu'diceiaimn When a public outcry 
ensued, the lominissioner was forced to 
publicly apologise The atrocities con¬ 
tinued however 

loduy III IihIm there are approximately 
two tiorc iK’ople belonging to the DNTs 
who aie spread over 126 tribes and ca.stes 
all ovei India \part from Mahaiushira 
which ol tei s f cservation tacililicsia paltry 
2 pel cr-iit I. Ill none of Ihe other states arc 
the I INI's eiiiuled to reservations The 
literal y levels among the community would 
be aliiiosi ml 'llicy arc denied the right 
to own land and iie thus torced into leading 
nomadii or marginal lives Clubbed 
logcihei w nil the nomadic tribes (NTs), 
the./ !om< th: most backward g.oup ol 
people so., lallv andecotiomically Till date 
no lehahilitation plans exist loi the NTs 
and DM's even on papei The recom- 
m)‘nJ.i(ions ot the Backward Classes 
fuiquiiy ('oiiimission way back in 1955 
have vet m he accepted by governments, 
let alone implemented. In fact, the abysmal 
stale III whiih the 'untouchable' castes 
weie lone,) to live in ancient India is 
the late o! tin DNTs ami NTs ol modern 
India 

Itieii lonlimicd exploitation and 
crmiinalis.ition can he.sl be seen tiom the 
cnai Hue'll ol the Bombay Habitual 
Ollemleis Act in 1959. seven years alter 
the icpea! ol the British enacted Ciiminal 
'lubes Act ol 1X71. Arbitiary poweis are 
gi ven to 1 hi polke ol Gu|at at, Maharashtra 
by wav ol Ihe .lew law whteh is targeted 
.against the veiy same cuinmunities 

It you g’o through the profiles ot these 
DNTs, yo«i will he surprised to know that 
the wandei mg minstrels ot Jcnlhput, other 
ptotc*ssion.tl Singers and musicians, snake 
charmers, tisheimen, village actobats 
nomadic i .ittlegi a/ers, gra.ss cutters, bandi- 
ciallsinen •veavers and other nomadic 
tr bals atrm mi: those branded as cnminal 
tribes 

'lo uiuleisU'Dil how thc.se communities 
got enii Well 11 the most devious manner 
itn.iginahl. n is necessary to trace their 
ongins tti".! hutory shows that their 
a<k>■^lol■. wi le ,-iihcr iorcst inhabitants or 
wand 'Mill: nlios who had distinct cultural 
identities '1 ih'm way of liic was relatively 
sell-sustaming and Ihe major centres ol 
anetent Indian. ivilisations had very little 
impact on them L'p to the Mughal penud 
Ihe foie.si.s on which these communities 
were dcpeiidi ni were so vast, remote and 


inaccessible that these areas yielded lioie 
or no income to the state treasuries. 

The scenario changed with the advent 
ol the East India Company. More and 
nuH-e forests were brought underitscontrol 
for commercial exploitation With their 
lives thus threatened, many from these, ^ 
communities took to rebellions against the^ 
foreigners In fact, many from these 
cnmmuniue.s had uken part in and been 
martyred m the first war of independence 
against the Bntish in I8S7. 

With the formalisation of British rule 
alter lhS7, mure and more of the forest 
habitat ol these communities was brought 
under colomal control, with the advent of 
railways and large-scale felling oi torcsts. 
'Tile upper caste pcasantiy also began laige- 
scale land grabbing in the tribal regions 
ol central and south India The extension 
of the British penal sy.stem to these areas 
scaled the fate ot the.se indigenous forest 
dwellers 'There was large-scale loss of 
their lands and an end lo their econonjic 
independence, thus forcing large numbers 
to migrate. Some may even have been 
forced into the world ot enme 
however, the laigcr response of ihcse^ 
communities to the land grabbing tactics 
of outsiders, tax and rent imposition, viula- 
tionoi loicsl rights, bunded and indentured 
labour torced on them was that ol rebellions 
and armed revolts The rebellions of the 
beraii communities against the British are 
pan of folklote though poorly documented 
It was the raimnshi eoininunity that com¬ 
posed a large .segment ot Vasude v Bal want 
Phadke's guerilla squads 
It was keeping in view the ptopensUy 
ot these indigenous tribes to revolt, and 
that too with weapons, that the rriniinal 
Tribes Act ol 1871 was enacted. Just as 
the ramindan system was imposed on the . 
Indian feudal structure by the British, thej| 
indigenous communities were s lught to 
be appended to the caste system at its 
lowliest bottom. Its main .irchitect and 
member of the Law and Order Cummts- 


1 ABIE A Cash and Crime. I8''I-72 


C.ksie 

Population 

Per cent Pti cent 
in Total Among 
Population Convicts 

Brahmin 

2.641.776 

3 95 

60 

Raipul 

l.238,2S0 

1 86 

1 6 

Kayasth 

1.626.141 

2 43 

6 I 

Guala 

3,126.71.S 

4 69 

72 

Kaibartu 

2.191,597 

3 29 

66 

Chandal 

I.648..349 

2 47 

1 .5 

Kunni 

965.649 

145 

1 1 

Duxadb 

953,005 

143 

500 

Muslims 

20.664,775 

30 99 

36.8 

Chn.<itians 

9tOI3 

0 14 

1 6 


Stmn e Bengal Adminisinition Report 1871-72, 

p 106 
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sion. T V Stephens propounded the thesis 
that as the caste system was a special 
feature of Indian society, with e«:h trade 
linked to a casre, crime is also endemic 
to certain communities. 

The special feature of India is the caste 
system. As it is, traders go by caste. A 
family of carpenters will be carpenters, a 
century or five centuries.. Viewed irom 
this angle, the meaning of professional is 
clear. It means tnbes whose ancestors were 
cnminal from lime inimeinonal, who are 
themselves destined by the usage of caste 
to commit enme and whose descendants 
will be offenders against law until the 
whole tnbe is exterminated or accounted 
for in the mannci ot the thugs 

A more diabolic system than the ca.ste 
.system was thus brought into practice by 
the British to enslave large numbers of the 
local population. 

Until 1871, no particular ca.ste ot com¬ 
munity had been dubbed as ‘criminal’ in 
local patlance. In fad. a recent report by 
A K Biswas in FronfiiT (November 8-14, 
1998) shows that if the enme graph ot 
West Bengal oil 871 -72 was studied caste/ 
communitywise, it would be found that 
T'ihe upper castes tcatunxl mure than propoi- 
tionalely among cons ids while most of 
the other backward castes showed a share 
in crime which was less than then respec¬ 
tive percentage ol population (Table A) 
I'hc point mo.st torccfully proved by this 
isthaltheie was no bavstorihe subsequent 
classitication that certain castes, that loo 
only from the backward castes and tribes, 
had an inclination for crime The upper 
caste beneficiaries of the caste system tor 
ilicir part lent their weight to the divide 
and rule designs of the British 
I'hc British colonialcsts thus ensured 
that scctionsul the Indian po|>ulalion were 
permanently linked to the wot Id ot crime, 
* (hereby actually lorcing many to engage 
in criminal activuics Aboriginal tribes, 
backward ca.stcs and nomadic communities 
were artntranly biouglit under the purview 
of iheCTA. 

By the time this dastardly law was 
repealed in 1952, altogether IS.) commu¬ 
nities were brought under its stranglehold 
All districts had to register each member 
of a ’cnminal’ tnbe within itsjunsdidion. 
Their finger impressions had to be taken 
in the CT Act registet. Passes had to be 
obtained from the police if anyone wished 
to leave the village. Daily ‘hazn’ (reporting 
to the police) had to be recorded with the 
police First impnsontnent would be for 
one year, second for seseral years and a 
third would mean transportation lor life 
I - no matter if the enme was something 
as minor as petty theft. 


The worst aspect of the exploitation of 
these communities was the setting up of 
industrial and agricultural settibments fni 
‘ ‘criminal tribes’. The British government 
was cmfKiwered by the act to force any 
individual family or whole groups ol these 
communities to the settlements even 
without being accused of any crime 
Children could be lorcibly taken away 
from their parents and kept m remand 
homes whic h were more like pnsons. Such 
tactics quite resembled the tactics used by 
the European colonialists to exterminate 
or subjugate the native Amencans Indian 
populations in the US 

The Sholapur si'ttlemcnt can bi* seen 
even hxiay as a chilly reminder of what 
these settlements were like Hewn m rock 
by the Woddais a century ago. these 
massive stone .structures .stand de.scncd in 
Auswit/.-like gloom The entire settlement 
wa.s lenced oM by barbed wire The 
‘settlers' were used as indentured laboui 
kept in shackles, and made to run the 
textile milts ot Sholapur. There arc 72 
other such settlements in diflerent parts 
of the country These communities wcic 
forced into slavery, not to free them from 
a life of enme, but to provide free labour 
to the mines, mills and firms ot the British 
in India Some were transported to dcstant 
lands where their craftsmanship was used 
tor .sculptures and carvings There can be 
seen even today m countnes like Malaysia 
according to social activist and ncXed author 
Laxman Gaikwad 

It can thus be seen that the whole c oncept 
of cnminal tribes was entirely a creation 
of the Bnti.sh for which no previous social 
base existed A primary motive was to 
curb the spontancousievults and rebellions 
of certain warring Lomniuniics against 
alienation from their natural habitats and 


against forced penury. The berad com¬ 
munities resorted to armed dacoitics, not 
to Ukh the Kk al populace but to empty the 
aimounes and treasuries ol the British. 
Then ai ts wore coti.stdot cd as acts ol valour 
and honour which indeed they weic. They 
were the early guerrilla fighters against 
colonialism Another obvious motive Wiis 
to create slave labour 

But what ol the plight ot the dost endants 
ot these 15.) comniunitiec today ’ Fic.sciil- 
day society's .ittitiKk's arc no bc'itci than 
that of the Biitish. The roughly two cion* 
DNTs ol India are nobody’s children who 
continue to lead a huniedevistciKe Neither 
suet essi ve govei iiiiK'nt.s mu Hindu sot. lety 
nor the established pat ties of the scheduled 
castes and tribes have taken up then cause 
Many aic kept bonded to a life ol crime 
as no alternative cxi.sts lor ttiein The law 
and ordei machinery is a willm)' .spon.v)i 
to this scenario 

In a public intcicst litigation filed by 
Maliashwcia Devi Ixrloic the CaU'iilta High 
Court aftet the death ol Budhan Sabai in 
police custody. Justice Ruma I’al pa.s.scd 
a historical judgment on August O, 1998, 
ordenng a C’BI cnquiiy into Budhan 
Sabat's death, the immediate transfer oi 
inspector Ashoke Ros and Ks I lakh 
compen.sation to Budhan Sabar's widow 
In the case ot Pinya Hati Kale a wnt 
petition has been filed by Laxman Gaikwad 
in the Bombay High Court 

There is an urgent need to work amongst 
thc.se communities, to organise them to 
liberate themselves tiom then ptesont-day 
.social and ei’ononiiv miseries There is an 
urgent need not only to dcKunn'iit but to 
reclaim then militant and hemic hciitage 
La.st but not least, there' is an uigcnl need 
to link their siitiggles lo the revolutionary 
struggles lot a new democratic India 
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District Government in Madhya Pradesh 
Laudable Objective, Inappropriate Mechanism 

ACMinocha 

Madhya Pradesh has taken a step towards decentralisation of 
administration by creating district government. But the district 
planning committees have been so over»'helmed by non-plan 
functions and are tn position to fulfil the function for which they 
have been created 


THE inauguration of disinct government 
in Madhya Pradesh on April 1,1999 may 
he considered as a bold and innovative 
step in the direction ot decentralisation of 
administration in the state. Tlie state has 
the credit of being the first in the country 
tn consutuu* ihrec-tiet panchayati raj in¬ 
stitutions under 73rd con.stitiitiunal amend¬ 
ment and urban local bodies under 74th 
amendment. It is again now the first state 
in the country to usher in district govern¬ 
ment. by transferring such powers to the 
distnct govemment which are not within 
the jurisdiction of luial bodies and are 
cuirently being cKcrci.sed by the state 
government. 

The district government is not intended 
to take away any ot the functions and 
powers of Ux:al bodies as institutions ot 
self govemment in matters relating to 
Schedule XI of the Constitution in icspect 
of panchayli raj institutions (PRIs) and 
Schedule XII in respect of urban local 
bodies The underlying idea is to de¬ 
centralise. as tar as teasibic, powers ot the 
state govemment to the district govern¬ 
ment so that people's problems arc tackled 
at that level to the graatest extent possible 
and optimum benefits of the development 
pnicess initialed by ruial and urban liKai 
bodies accrue to the people The idea is 
laudable but the mmit question is whether 
the concept is being given a concrete shape 
in the nght manner and thniugh the right 
type of institutional mechanism cicated 
toi the purpose 

In Its concept of the district govemment 
and devolution ot powers, the state govern¬ 
ment has identified llie district planning 
conimitiees (DPCs) constituted under 
Article 243-ZD of the Constitution, as the 
institutional base ot the di.strict govern¬ 
ment and the chief mechanism for the 
devofution of powers These comniiitc'us 
are to be constituted undci the Consti 
tution at the district level and arc man¬ 
dated to consolidate the plans prepared by 
the PRIs and municipalities in the district 
and to prepare a diati deveiopment plan 


for the district as a whole. In fact, the DPCs 
have a constitutional .status which even 
the Planning Comnussion at the centre 
and :hc slate planning boards at the state 
level do not have 

In devolving the development pmccss 
downwards. Article 243-ZD gives direc¬ 
tive to the stale governments to cicatc 
DPCs hut the oiiginal function ot prepar¬ 
ing plans foi ecuiKimic development and 
social )usiicc. would be that of PRIs and 
uihan liKul bodies At the distnct level, 
the draft development plan to be prepared 
by the DPC would consist of those re¬ 
sidual Items which the aila panchayats and 
the municipalities would not he in a 
position to implement because of paucity 
of funds or lack of technical expertise or 
cxtia-territonal natuic of the projects, 
besides consolidating and integrating 
programmes and schemes of the central 
sector stale sector and rural and urban 
local bodies The district plans prepared 
by DPCs in no way reduce or diminish 
the substantive powers of the PRIs and 
urban local bodies in respect ot preparing 
plans lot ec onoinic development and swial 
ju.slice and Ihciretfccti veimplementation 

In puisuance of the constitutional rc- 
quiicment. the state govemment enacted 
the Madhya Pradesh Zila Yojana 
Adhiniyam ( Hie Madhya Pradesh District 
Planning Committee Act) in 1995, and 
undet that act has constituted the DPCs 
in diltcrent districts of the state Section 
3(1) of the act states “there shall be con¬ 
stituted in each distnct a distnct planning 
committee to consolidate the plans pre¬ 
pared by nanchayats and municipalities in 
the distnct and to prepare the draft devclop- 
^ tncin plan loi the disunct as a whole having 
regaid to (ii matters of common interest 
between panchayats and municipalities, 
including spatial planning, shanngof water 
and other physical and nitural re.sources, 
integrated development of infrastructure 
and environmental conservation, (li) the 
extent and type of available resources 
whether financial or otherwise and con¬ 


sult such.institutions and oiganisations as 
the state govemment may, by order 
specify.” 

The DPCs have been assigned a number 
of functions under Section 7 of the act, 
relating to the process of plan preparation 
and plan implementation which include 
identification of local needs and objec¬ 
tives within the framework of national and 
state level objectives; collection, compi¬ 
lation and updating of information relat¬ 
ing to human and physical resources of 
the destnet; listing and mapping of facili¬ 
ties at the village, block and distnct level; 
determination of pnonties for the develop¬ 
ment of the district, formulation of annual 
and five-year plans in their socio-eco¬ 
nomic, temporal and spatial dimensions, 
consolidation of plans prepared by PRIs 
and municipalities and submitting to the 
state government the distnct plan tor 
incorporation in the state plan, estimation 
of financial re.souices for financing the 
dhstnet plan, monitonng, evaluation and 
review of progress’, identifying schemes 
of development requiring institutional 
finance; ensunng participation of volun¬ 
tary organisations in llic overall develop 
nient pnicess; making sugge.stions to the 
.state government with regard to the .siate 
.sector schemes having significant hearing 
on the process of development of the 
district; and allocation of .sectoral and .sub 
sectoral outlays within the overall frame 
woik of the district development plan. It 
IS thus clear from the original act that the 
intention ot the state govemment was to 
make DPCs the main institution of distnct 
planning and this was in tune with the 
spint of the Constitution 

Sub.scquently, to implement the concept 
of district govemment, the .state govern¬ 
ment has made the DPCs the institutional 
ba.se of district government and a mecha¬ 
nism for the decentralisation ot admin¬ 
istrative and financial powers of the state 
govemment at that level Accordingly, the 
MP Zila Yojana Samiti Act, 1995. was 
amended on March 28. 1999 and Section 
3(i) has been substituted by a new one 
which slates that besides the function of 
consolidation of plans prepared by 
panchayats and municipalities in the dis¬ 
tnct and prepanng draft development plan 
for the distnct as a whole as envisag^ in 
the original act, the DPCs would exercise 
all such powers which the state govern¬ 
ment would entmst to them from time to 
lime. 

Accordingly the scope of functions of 
the DPCs has been widened by inserting 
a new clause 7(i) in the original act, so 
as to include exercise of such powers by 
the DPCs which are entrusted to them by 
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Ae state government by notification, and 
in the performance of such functions the 
DPCs would be deemed to be subordinate 
bodies of the state government and as such 
regulated by the suie government. This 
amendmern in the act goes against the 
spint of the Constitution which never 
Intended that non-plan functions would be 
assigned to the DPCs, or that they would 
be made subordinate bodies of the state 
administration 

The constitution gives powers to the 
state government to legislate for the con¬ 
stitution of DPCs, determine their com- 
posiuon and procedure for appointment of 
memheis and chairman and entrust func¬ 
tions relating to planning Under Section 
4(i) of the act, a DPC shall consist ot such 
number of members as specified bv the 
state goveniment in the schedule As per 
this schedule, the DPCs in the eight dis- 
tnets of the ,statc will have IS members 
each, in 29 di.stncts 20 members each and 
in eight disincts 25 members each, to he 
elected under Section 4(2) of the act Four- 
liiths of the total members of a DPC shall 
he elected in the po'senbed manner by and 
from amongst the cictied members ot the 
7ila panchayats and municipalities in the 
district. Tlie number of members to be 
elected fioin rural and urban area<> shall 
he. as nearly as possible, in proportion to 
the ratio between the impulation of rural 
and urban areas in the distiict Where the 
urban area ol a destnet compn.ses more 
than one municipality, the seals ot urban 
area shall be distributed among such 
municipalities in the piescnbcd manner. 

The remaining members of the DPT 
shall bc’ 

(a) A minister of the MP government to 
be nominated by the state government 
who shall i)c the chan man of (he DPC. 
<h) Die president of the zila panchayat 
to The collector of the distncl who shall 
be the secretary ol ihe DPC. 

(d) One member to bc nominated by the 
.state government where (he number of 
members of the DPC as specified in the 
schedule is 20 and two members to be 
nominated by the state government where 
the number of members is 25. 
le) Special invitees will be (i) members 
of the Lok Sabha and MLAs representing 
constituencies which wholly or partially 
he in the district and (it) members of the 
Rajya Sabha representing the state shall 
also bc permanent invitees to the DPC ot 
the district of their choice. 

The DPC can invite experts to the 
meetings but invited members will have 
no powers to vote 

I liie state government has abolished the 
distncl planning and development boards 


consequent upon the creation of DPCs and 
transferred all functions of such hoards to 
the DPC.S. 

The district cnllcctons and additional 
collectors have been designated as addi¬ 
tional and deputy secretaries respecuvely 
and have been authorised to is.sue orders 
at the distnet level on behalf of the state 
government. These committees have tieen 
given such powers which PRls and mu¬ 
nicipalities do not possess but which are 
being exercised by tiic state government 

The genctal administration department 
of the state govemmsmt has brought out 
a booklet on March lO, 1999 which in- 
cluihis orders and noiificatioas issued by 
different departments of the state govern¬ 
ment in respect of devolution of admin¬ 
istrative, executive and financial powers 
to the district government. The .state plan¬ 
ning department has formulated mies 
relating to the functioning ol the DPCs. 

Recently, the slate government has 
decided to wind up 295 divisional and 
regional offices ot diflcrent departments 
with effect from July 1. 1999 to establi.sh 
a two-tier system of administration in the 
state, with a view to take prompt deci¬ 
sions, cut down red-tapism and reduce 
administrative expenditure. This i.s a 
welcome step in the direction of de¬ 
centralisation of administration. Mo.st of 
the tunclions and powers of divisiontti 
level would bc transfened to the dustrici 
government It has also been decided to 
niliunalisc the stalling pattern in view ol 
the winding up ol many divisional and 
regional offices, establishment of new 
oftices and expansion ot existing offices 
at the distncl level In the transition periixl 
there may he problems created bv shilling 
of staff from the divisional hcadquarteis 
to the district level and different cadres 
of officers and adminisiraii ve services may 
bc at loggerheads over redesignation ot 
officers. But such problems can bc .sorted 
out and resolved amicably by the state 
leadership and employees unions through 
mutual agreements. 

llicre aic ccilain issues relating to plan¬ 
ning which remain unresolved alter the 
creation of the distnrt government. The 
DPCs have been so overwhelmed with 
targe number of non-plan functions as the 
.subordinate agency ot the .state govern¬ 
ment - since they have been made the 
mstituliunal ba.se ol ihe distnet govern¬ 
ment - that they will have perhaps no time 
to look after the planning function. A DPC 
would bc bogged down by so many ad¬ 
ministrative, executive and financial func¬ 
tions of difleient departments ol the state 
government, particularly appointment and 
transfers ot the staff and distribution ot 


favours, that planning function for which 
the Constitution has created these com¬ 
mittees. will have to take the hack seat. 

Plan formulation i.s a technical exercise 
which cannot bc done by such a large body 
as the DPT, consisting mo.stly ot non¬ 
technical persons. At best, it can lunction 
as the district development council, 
charged wuh the function ot de.signing the 
framework of the plan, the ohjci lives, the 
pnontics and giving final approval to the 
plan It ran also bc assigned.the function 
of allocation and channelisation of plan 
funds among PRls and municipalities of 
the district. The lower the ternlorial level 
in a multi level framework, the more 
detailed and comprchen.sive the plan and 
more icspnnsive to the peoples' needs and 
aspirations, requii mg theicfore more com¬ 
petent persons to lormulatc .scctotal and 
spatial plans and inipicincnt these plans 
l^e functiun ol plan foniiulation, there¬ 
fore, has to be eiitni.sted to the planning 
department at the distiict level, headed by 
the chief planning ofiicer. as.M.stcd by a 
team of experts in Ihe field of agnculture. 
industry, iiiirastructuie, sixiial services, 
.spatial planning and ciedit pl.minng. 'fhe 
sub-committee of the DPC should bc a 
smaliei bixly- in the nature of a steering 
committee At the level of /ila panchayat 
and hliK'k level, there should bc planning 
cells consisting of planning otficeis -ind 
lesearch assistants for plan formulation 
The state planning board needs to be 
strengthened in tenns (d a competent unit 
for di.slrirt planning to coiiipfenient and 
bolster the planning activities ai the dis¬ 
trict level. It IS not yet clear what would 
bc the machinery lor plan formulation at 
Uiedislnct and lower temtorial levels The 
state government has not yet created the 
plan ronnulation machinery It has been 
observed that the stale government is more 
preiK'cupicd and concerned with devolu¬ 
tion of powers to the DPCs so that it 
provides ’a mechanism nt the distiict 
government Tlic planning function for 
which the Con.sutution has created (he 
DPCs has been given a short-slintt. Some 
ofher institutional agency could have 
been devised tor the puipo«e ol distnet 
government 
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Money Matters 
Restructuring Banks in CIS 

JDJha 

With the expensive restructuring of banks in Russia and many other 
countries of CIS, financial institutions have begun to play a 
significant role, often in a decision-making capacity, in the economy. 


IN order lo understand the contemporai> 
role ofRussian hanks, we need to examine 
the basic characteiistics of die Soviet banks 
and Soviet hanking system After all, the 
new Russian banks an* evolving from that 
old system All the CIS states are follow¬ 
ing the pattern evolving in Russia because 
It is the most logical thing to do in the 
given ciicuinstanc es Some states arc slow 
to implement new rules (like Azerbaijan, 
some states are doing it about the same 
time with Russia like Uzbekistan, 
Turkmenistan. Kazakhstan) 

'fhe most fundamental change in the 
banking system is that money now mat¬ 
ters The I ole of money m Soviet system 
was passive, outside retail markets and 
labour markets it had viilually no allocative 
function Economic and political power 
depended on control of physical, rather 
than financial resources ('rhal’s why the 
industry ministiy wasqiiitepowerful )The 
second impoilant change in banks is that 
they are now pnifit-seeking and in some 
ca.ses pioln-inakmg 
Until the late l9K()s the Soviet Union 
had a monobank (single bank) system m 
which state bank ((josbank) and its 
s|x.*ciali.sed branches were instrumental in 
channeling financial resou'ccs in accor¬ 
dance with state economic plans and 
inomtoi ing enterprise behaviour Money 
functioned as a passive accounting unit, 
financial (lows were dictated by mateiial 
balances in the plan 1 he banking sy.stem 
had no independent allocative role The 
chiel task of the bank was to provide lunds 
to enterprises to fullil then plans In 
addition to acting as conduit lor stale lunds, 
Soviet banks performed thiee major func¬ 
tions (1) They operated a rudimeiuary 
payment svstem. since llnancial flows were 
incidental to the functioning of economy, 
there was no need lo opciaie a sophi.sli- 
cated or efticienl payment system 
(2)rroml96S onwards internal state 
debt was coveied by icsources horn the 
banking sy‘»em On January I. 1992 this 
debt amounted lo 940 billion loubles 
())'iinally the bank acted as agent of 
financial conttol ov.t enterprises undei a 
system known .s ‘kontrol rubieifi' (lon- 
uol by louble) (u aim was to ensure that 
enteipiises adheicd to their plans by le- 


strictmg .severely their freedom to manage 
their own funds Every enterprise was 
a.ssigned to a specific branch of Gosbank 
where us deposits were earmarked ac¬ 
cording U) the purpose. Funds designated 
foi one particular end-use could nut be 
diverted legally for any other end Invest¬ 
ment money could ntH be converted into 
wages or inateiial money. Money, thcre- 
lun* did not leally function as a universal 
medium of exchange. A key clement of 
the system ‘lontml by rouble’ (kontrol 
rublynni) was maintenance of dual mon¬ 
etary circuit The enterprise could convert 
roubles in bank (bcznalichniye oi non- 
cash rouble) into cash only lor specified 
purpose - pavmcnt of wages which were 
always paid in cash and some other ex¬ 
penditures where cash was needed by the 
enterprises like small repairs, payment of 
TA, DA to specialist for on-duty travel, etc. 

I >ui mg tioi bache v’s rule the monobank 
sysicm of U.S.SR was broken up with the 
i reatinnot thiee special banks. These banks 
were Promstioibank, Zhilsotsbank and 
Agroprombank Apart from this 
Vneshekononibank - Foreign Faronomic 
Relations Hank and Sberbank - State 
.Savings bank were restructured to give 
them gieatei independence from Gosbank 
The leiurm was to allow the Gosbank to 
act as Cential Bank in two-tier .sy.sicm. 
In fact ii did not achieve any significant 
goals due lo piolileration of many banks 
under the law of co-operatives. Mo.sl of 
these banks were ofiencd by tormei party 
‘apparatchiks' and bureaucrats to c.scape 
policy -makei s' attempts to imfHisc market 
discipl’iie on them 

The dual monetary .system .should also 
be seen in the cvmtext tif use of banks by 
state as organ of financial control over 
enterprises even after 1991 reforms 
RussKin (.'IS entcrpn.scs and (Hhei legal 
bodies arc still subject to restriction on 
their access to cash. l.egal bodies are 
required by law to deposit all their cash 
income into iheir current account. They 
may keep .some part of it, a very limited 
umouni, as cash in hand fur the purposes 
descnbedeailier Any transaction between 
two legal bodies or physical and legal 
person involving amount of mce than 2 
million roubles, (in Russia - this limit has 


been still lowered after introduction of 
new rouble, in Uzbekistan this limit for 
legal bodies is 5,000-25,000 soms) should 
be non-cash (bank cheque) transaction. 
All inter-entopnses transacuons. however 
big or small, had to be conducted on non¬ 
cash basis till 1993. Banks are entrusted 
with the task of verifymg their clienu';^ 
compliance with these restnctionsand may' 
be held responsible along with their cli¬ 
ents for violaUons. 

The separation of ca.sh and non-cash has 
been retained for several reasons. First, 
during 1992-93 keeping of rouble zone 
depended partly on this separation as 
Central Bank of Russia (TsBR) had the 
monopoly on release of rouble.s. The other 
banks of rouble zone would not have any 
freedom to manoeuvre whatsoever if ddp- 
nved of ability to create non-cash roubles 
Secondly, the wages arc paid in cash. 
Re.stncting the conversion of non-cash 
into cash roubles was a way of enforcing 
a incomes policy Thirdly, it has been 
shown that cash shortage is an anti-infla¬ 
tionary inca.sure hence restricting access 
to cash was one way of limiting the effect 
of growth of credit in non-cash economy. 

By far the most enduring and important 
reason for icstncting cash circulation,^ 
however is the fiscal reason By keeping 
dual circuit, tax collection is made easier 
by limiting the opportunities lor enter¬ 
prises to conduct unrecorded cash trans¬ 
actions. .Since tax collection is conducted 
largely through the payment system, 
enterpnses have large mccnlive to .settle 
transaction outside the .system Rcstiict- 
ing their access to, and use of, cash is 
intended to keep within the system 'fhus 
the government’s revenue-hunger is the 
sole justification for keeping the dual 
system of cash/noii-cash transactions 
Iliough the rouble /one is history, enforc¬ 
ing wage restrictions on enterprises is no j 
more a piionty but fiscal necessity ensures 
that dual circuit remains nonetheless 
Further in most CIS states as Turkmenistan, 
Russia, Uzbekistan and Azetbaijan have 
attempted to lighten these rules. 

Private persoms (that is. any individual, 
a physical entity, being) have to be ex¬ 
empted from tlu; dual circuit or they will 
simply withdraw from the hanking sys¬ 
tem. Legal entities (that is. registered 
bodies, corporates, organisations acting/ 
empowered as legal entities) do not have 
this option They of course do conduct 
unrecorded barter and cash transactions 
on a large .scale but in order to avoid the 
attraction of tax authonties; they must 
mainuin a 'respectable' flow of transac¬ 
tions through their bank accounts. The tax 
system creates enoimous incentives for 
firms, organisations, etc, to leave the bank¬ 
ing system, they cannot do so. Individuals 
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>. an exercise this option and often do that. 
The bank most affected by withdrawal of 
private savers will be Shcibank. At the end 
of April 1097 private rouble deposit in the 
stale banks was 135 4 trillion roubles, 
74 7 per cent o( this fund was with 
|Sburbank which holds around 36 per cent 
^ot all government sccuntics in circulation 
With the govemmenl’s desire In keep 
Sberbank healthy and all vc, it canmit at lord 
to antagonise the pnvatc saving segment 
oi the population This is the reason dual 
circuit cannot be extended to private 
persons 

Banmnc. Biias 

Opening an ai\ mint and later operating 
It IS d cumbersome piocedua'm CIS A 
legal entity desirous iil opening .in ac 
I ouiii ol any kind with any bank must lost 
noiity the tax organs ol this, specityiiif 
type of acLouni and the name ol hank Ttie 
relevant branch ol the lax oigjii gives 
them a d<x.uinent indic.iling that it has 
liceii so notiiicd Tlii' doLUinent is lo he 
picsented to (ho bank hetoie the account 
IS opened The bank musl iiolilv the lax 
oipan and no lands mas he ixilhdiawn 
<fioin Ilk* account until the hank teieives 
the inloimalion/ackni'wledgemeiit tiom 
relevant lax oigan ahoiir leceipt ol bank’s 
notilieaiion Itoiii this |H>ii)t onwards the 
hank bceoiiies iiilormei lo tax oi gans about 
dll* iiunsaciioiisol its iiccount holder The 
account holdet is also advised by llie lax 
oigans lo siihiriii then returns, i c, report 
all their ac ti vilics. eveiy quaitor 'nu' host 
example c an be seen in all the stales whuie 
a coinpanv engaged in inunuiactuie and 
sales ol Its pioduct cneounlors cash-flow 
probieni Thi.s is how il happens piesunie 
a company has produci'd lO.(KK) pieces ol 
some Item, now it is able to sell K.tMK) 
pieces Tlie manulactuic-d item attiads 20 
>)'ei cent VAT. (he bank holds the VAT 
lot KMXX) pieces !oi ihe tax authorities. 
It IS imiiiaterial lo bank if C(>ni|)any has 
sold only 8,000 pieces Presuming that, 
tax collection is not complete with the 
sales return deposited in die bunk tmany 
companies aic lorced to give gcnids on 
cash on salc/consigiiinont basis - where 
company sells goesds lo letailers wlio 
deposit money in company’s account as 
and when fliey are able Us sell the g(XKl.s 
Bui It has to show in the books as gcKids 
sold on a particular d<itc when Ihe gocKis 
were given to retailers, sobankAax inspec¬ 
tion authonty start counting tax from that 
date only), the bunk has right lo stop 
company's payment till taxes are not 
squared So despite inanutacuiring and 
c sales, sometimes companies are able to 
*withdiaw money from the bank In the 
past banks were to ensure that enterpnses 


adhered to their plaas, since 1991 they 
have been drawn into tax enforcement 
The plan has been teplaced by the state 
budget. In eithei i,ise the lesult is the 
same' the aggtessivc exercuse of executive 
powers and restnciion of nnancial free 
dom of the enicrpnsos 
The parallels hciwt-en plan and budges 
are signiticani In ihc Sovici pctiod plan 
was not a plan in any mcanniglul .sense 
It was arbitrary. tiequcnily sclt-coiii' idle 
tory and suh|ecl to constant n'visum as it 
was impfemcnicd I'onirary to gencial 
belief the Soviei economy was not a 
planned economy it was a coinmuiid 
economy In thi-i>i\ ol course, the basic 
toi command wac the plan, which pio- 
viiiecl legal basis Uii the often arlntiaiv 
exercise ol vasi dis. ictionury powers bv 
slate ollicials Much of the same can be 
said ol state’s ledcial budget it is 
charactcn.scd hv v>inc arbitral mess, sell 
coiiliadiclioii and ionstani tcvision and it 
often beats hide 'csemblance to actual 
u'sulis The Imdivt thus provides a legal 
basis loi the eseicise ol disciuiionaiy 
powcisby cxcisiiue.igcneies. with li.scal 
necessity leplai ing plan tulldnieni as the 
|usi 1 1K at ion ol ai bn 1 , 11 V ol t leial behu vn nii 
't he best example ol ims will be budgets 
ol IVbekisl.m (rb'e .uni 1997) .nid 
Ta|ikislaii( )99S-9Si.)i lor that inatlei iIk 
Russian budget of I‘>96 
This continuiiv in ottieial bcliaviom 
higlihglits one ot iiic inaioi challenges 
involved in liaiisloitning Russia's st ite 
admini.stralion Duiing (he Bie/hnev pv* 
nod Soviet ,)dininisi..iiois wfjc inoie 
concerned with il're.tiiig ccomanic ttid 
siKial activities i.iilieiihanregul.iiingdic'tn 
rills happened hi cause ol eoiistani pies 
sine to meci plan laigets. task lullilmeni 
at all levels The lule violations to meet 
weie laeidy comloned in tlic inietcsts ot 
task lulfilineni I he lok ol state in maixet 
economy is tegulau iy In most coses the 
role ot state is noi u> >leleiinine the iasks 
ol economic plaveis but to a-.t as the 
iinpaitial lelciee in nuirkcl lull ot .uiiotu’ 
mous pluyeis choosrig and pin suing then 
ends The inmdsi l lequired is one whu li 
privileges foniial la’ionulitv ovcrsuhsian- 
tive Iloweser.dvi ISotlieialsaltei 1991 
have appioachtd the business ot 
marketisuiion III 'lask-tuitilling' liaiiieoi 
mind The task nio-t often ip mind i*. 
icvenue codcclicn In the banking sci- 
\ ices Ihis appioaeh to the problem soh mg 
has been evident in state tax sciv ice’s 
demands that m.-ioi ux debtors be as¬ 
signed by the autlioi iiies to leliable hanks 
Ihey will ensuie lh.it they meet th.'ir 
obligations to the budget. 

What Ru.ssian hanks do not do is as 
important a.s uhat tliev do Very little o' 


then aeliviiy consists ot finaiic iai iniemie- 

di. ilioi) III the normal sense ol terms They, 
like then couiuei pans iii west ol ter a wide 
range ol set vices HowesvT these banks 
do veiv hide uv utiiact tuiids. subsisting 
largely on die ba.sis ol lesoiiues made 
available lo iheni at hide oi no cost and 
vciv little lending except lo Ilk -i ite A 
l.irge pom.Ill oi then liabihlies is Irve 
while a l.iii’e ponniii ol then assels is as 
tat as the nu oiis* geiieiuiion is coiueined, 
idle Russian hanks icniain exlrenielv 
icluelanl lo lend In inosi of ihe i .ises ilieii 
lending h.is been shod (ei ni In ^epIcinlH-i 
1996 (ot.il hank viedii to evonomv les- 
chiding the liniding U' stale) aniouiiied lo 
'tl4 mllion toubles ol this the long-lerni 
ciedil was lusi 6 24 pel cent ot the toial 
At 'NDPsuivey loundih.u inoapiisatised 
iiidiisiiv had no long-ieini loan whaiso 
evei I'he umsoiis Ioi (Ins ate ikh ditticuli 
lo loctile Iniliallv (he m.un nnuio-eu- 
nomic obsiai.le to enteipiise lending was 
high and vol.iiiK* niiiation which diss.iai 
aged hoih kndei and honowci iiom 
tnlciinginiolong teinuoni(.ic<s ihough 
the indation has lallen, real miei>'s( i.nes 
lemaiii veiy high ictieeting a iilaiivdy 
illiqupl capital in.iikei and doebis .thmit 
Ihc sustaiiiabdiis ol siahili •aiMh 

Micio-ei oiiomic level l,icii>i inav jMove 
to lx inure ol obstacle lli.in maeio-level 
pioblenis Sosiei eiu ucitniniing ineiiuids 
make ii i<iMiciiU to iindiisl iiid the .idii.ii 
woidi Ol leal condilions ol ;lic Inin tioin 
ns balance sheet Iniei enieipiisi. pa} 
ineni inobleiiis make ii dilluiili toi iiian 
.tgi'is to assess III ■ tinaiic lal lu allhoi I'leii 
ciUeipii'-es rile skills needed toj ciedit 
assessiiieni aie still i.iikiiig <ii Ktissian 
banks ,ind emet|irises lend to he lai ntoie 
secieiiv * 'htiii then coiinutpails nv wesi, 
vvinchluithircomplK.iti stneleiidei' .usk 
i,otig leim lending will liecn'iu possible 
onlv vcheit the h.uiks begin to aiiiai. t long- 
leiin deposits Mlliough (he inllatioii tius 
laden h.inks 'o lar have not iii.nie .itiv 
elloit lo jtii.ul mieiesi lieaniiv ileposits 
In mid I99(s less liiaii <> t per cent ol 
enterprise dept'sit vc.is 111 t.eposil ,i< count 
amt halunee in ciiiieni .iicoiiiiis Mon 
over, the term ■ tiiuluiesol both assets and 
hatnhties lie short hanks alie.idy r.ice 
pn hleiii as a 'csiih ot itusmal' h I liev 
leiiil le lend lone (ei lu Uir a pei i>hI up >o six 
months hill iliiios’aM tPeii leim deposiis 
aic 'oi a pi nod ot tht.v inoiilh' oi less 
Many thinks liave v iiiu.tlly no cepe tieiicc 
ol horiownig'ii lending loi loncet lernis 

The pi<nci|>at Mseis aig aoi) financial 
enieipiises and oo'.misiiu-ns they .iie 
exix'cled lo i stnieime die opemti rns and 
.idapt to imiiket coiitli'ioie. but tlu v .tie 
to do so W'lhoiit enieviiii ih.. hisu In, .in 

ct. illieedorii which ti iiismin ti) 'iei(>iio. 
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mies would take for gi anted, particularly 
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PERSPECTIVES 


Caste in Itself, Caste and Class, 
or Caste in Class 

Ramkrishna Mokherjee 

The debate surrounding the relationship between caste and class is 
discussed here in the context of historical and contemporary 
perspectives in Imiia. maintaining that what exists in India is caste in 
class, not caste per se or caste and class. 


AFTER the British conquered Bengal and 
eventually the whole of India, they set out 
(o administer the colony. In thin context 
they encountered two phenomena with 
which they were not familiar: (1) the 
lelation of people to land for production 
(and not for levcnue receiving, household 
living, etc), and (2) the caste system of 
India, viz, the ‘jati’ straiiflcation of .society 

Soon they realised that the ‘vama' strati¬ 
fication of society (which denotes the 
varnas of brahmans - mainly the priests. 
X.shalnya - the warriors, vaisya - the hus¬ 
bandmen, and sudra -- the lowly people) 
IS not unique to Indian .society In late 19th 
and early 20th ccnttiiy. Jolly (1896), 
Oldcnberg (1897). Senart (1927), and 
others clantied that the varnas denote the 
status .system in Hindu .society, which 
(c g, varnas) arc found with different no¬ 
menclatures m other societies of the world. 
'Hus point 1 had disi ussed m my book 
entitled Itie Dvnumu i of Rural Societv 
(1957a). 

Yet, in 1962, Snnivas (1962 63-69) 
rcdrscoveicd the distinction between varna 
andjati, and m 1995, Bcteilie (1996'I6} 
eulogised this ‘path-breaking c.ssay' of 
'/srinivas at the All-India Sociological 
Conicrence m Bhopal However, thatjatis 
denote the caste .system nl India was 
umversaliy acclaimed, namely, the small¬ 
est endogamous groups oi people within 
each vama 

Tlie relation of Indian people to land for 
production (and the ancillarv activities of 
trade and petty craft production) did not. 
at first, undergo this kind of contusion 
It was found by the British researchers in 
the 18th-19th centuries that the instru¬ 
ments for production (viz, plough, cattle, 
manure, etc) were held by the Indians 
familywisc, but the land for production 
was held by the villagers in common under 
the village community system As later 
admitted by Lord Bentinck (1829), this 
^unified strength of the Indian pea.sants, 
artisans, and traders under the village 


community system was shattered by in¬ 
troducing the ‘zaiiiindari’ system lliis 
system was first introduced in 1793 in 
Bengal, Bihar and Orissa (the ‘subah’ of 
Bengal) as the ‘Pcmiancnt Settlement of 
Land', and in due course spread all over 
India. 

Some European .scholars in late 20th 
century argued that the manorial system 
was piesent in India from early times in 
prc-British India, and that the village 
community sy.stcm is a myth. However, 
the falsification of history in this manner 
has not been accepted by the bulk ol 
scholars 

They have discumented that the village 
community system had originated at the 
threshold of the present millennium or 
some centunes caihet, and flourished up 
to the 11th century AD The steady but 
the slow gmwth of imligenous capitalism 
in India, tried to undeiminc (he village 
community system, especially during the 
Mughal pcntxl. and vcnlun.'d upon estab¬ 
lishing the manorial sy.stcm. This point 
was first mentioned by Kosamhi (1955) 
and later elaborated by Irfan Habib and 
others Howevei. such wa.s the gravity of 
the village communitv system that it could 
not be uprooted by indigenous capitali.sm 
indeed, it made (he capitalist development 
of India slow because the latter could not 
penetrate village India and create a home 
market The point w as underscored as late 
as the middle ol tlie pic.scnt centuiy by the 
Congress Agranan Reforms Committee 
(1951) • 

However, the f alsilication of the role of 
caste (jati) system in India took a distiiK - 
tive turn from the beginning of re.scarchc.s 
into the casu* system by the British schol¬ 
ars in the 18th- 19th centuries and mo.st of 
the Indian schulais swallowed the myth 
hook, line and siiikci. 

In my aforementioned book and in The 
Rise and Fall of the East India Companx 
(1957 b: 140-212) I had shown that llie jati 
division of society denoted the relation of 


people to land for production and the 
ancillary artisanal and trading activities. 
The jatis proliteraied along with 
specialisation and division of labour in 
society, hut movements again.st the jati 
system gathered momentum along with 
the advent of capitalism in Indian society 
on Its own merit The point has been 
ciaboralcd by later scholars 

1 had also shown, e.speciully in The 
Dvnamus of Rural Society, that (he ca.ste 
.system received a new lca.se of life by 
invaginating tUelf into the colonial class 
system ushered in by the colonialists 
Mon-over, I discussed in The Rise and 
Fall oj the East India Company 
(1957b 313-35) that tlw anti-caste move¬ 
ments of 14th-17th centunes were sup¬ 
pressed by (he British by enacting laws 
supporting the Hindu and the Muslim 
orthodoxies from the time ol Warren 
Ha.stings in India (1772-Xo). Hut this ical 
history of India was distorted by the Bntish 
scholars, and the bulk of the Indian .schol¬ 
ars followed suit 

Thcjati division ol society was viewed 
in the reatm- of ‘cultural' ndations, viz, 
inicr-dining, intei-marnagc, punty-pollu- 
tion. and .such other customary behaviour 
and perception llie fact that m British 
India the landlords, big landowneis, 
wholesale traders, moneylenders, etc, 
belonged essentially to the high castes was 
overliKiked, as was the f.ict that the bulk 
of seir-sufficient peasants, small-scale 
arti.sans, petty tiadeis, etc. belonged to the 
middle castes in general And, those at the 
lowest echelon of the giowing colonial- 
capitalist cln.ss stnictua- (stall a.s, the 
marginal peasants, landless wuikcrs, etc) 
belonged ovcrwhclmmgly to the lowest 
castes and tlie ‘tnbes' This is how the 
i astc struetiire had invaginated itsell into 
the class St nic tute evolved III colonial InUi. I 

Doubtless, all high caste people did not 
belong to tlie highest ei helon of the glow¬ 
ing c lass sti iicturc, just as all those belotig- 
Mg to the middle castes did not belong 
to the middle echelon ol the class struc¬ 
ture. and all those belonging to the lowly 
castes did not belong to the lowest echelon 
ol the class structuie But an overview of 
Hindu society substantiated this coirela- 
lion between the ca.stc and the capitalist 
class stiucturcs IMukhcijec 1957a 1-5K| 
Contrariwise, (he view that was ideologi¬ 
cally imposed by those who hailed the 
British rule m India is that the caste struc¬ 
tuie luled the society. 

Max Weber denounced the iact that the 
caste sysluin denoted the lelations of 
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ptYKiuL'tion and pn)piny in ancient and 
medieval India by pixK (aiming that it was 
(lie pioduLt ol ‘braiimanical tlieodicy' In 
111 *, (twii woids tWcbiT 1958.131) 

All tael* IIS iiniKirlant lor the development 
of the taste s>stcm opciated singly cl.se- 
whea* in the woiKI Only in India, huvs 
ever, did they opeuiie eunioinily under 
speed K Indian (ondilions the conditions 
ot ii comincied territory within inetfable. 
shaip. 'raiial' antagonisms made soeiallv 
Msible l>> skin loIoiii. |This| well-intc 
ei ail'd, nniqiic sonai system could not 
have originated oi at le.tsi could not have 
(onquemd and lasted without the [K'rv.i- 
sive and .dl-powcrtiil intiucnce of the 
brahmins It must have existed as a fin¬ 
ished idea long bctoie it conqueied even 
the greater part ot north India The com- 
bin.ilion ol caste Icgitimaiy with ’kaima' 
doc'll me, thus with the specdlc bt ahmann al 
theodicy in its was a siioke ot genius 
- plainly is the lonaruetioti ot lational 
ethical thought and not the pioduition ot 
any eionomie sonihtion 

As opposed to this cultural' intei- 
preiation ot caste in itself. Karl Mats had 
isitlien cailiei (I9M 101 02) 

The piiinitive loinis ol piopettv dissolve 
into the lelations ot propertv to the dd- 
lereni ohieet sc elements lomlitioning 
pioituilion they aie the economic basis 
ol diticiciit lorms ol loinniunily, and in 
tuin presupposes spu du loinis ot com- 
nuinily These toiins aie signdicantiv 
itUKiirtedonce laboui itselt isplai cdamong 
ihe ith/c III I ( iiiuliiimn ol pxnUu lion as 
in slaveis and sertd>>ni 
|Wheie| Ihe particul.ii kind ol laboui 
I e. Its ir.iti masiciy and consequently 
property in the insiiiimeias ol l.iboiii • 
equals ptojierty in the conditions ot pin 
diiction, this admittediv excludes slavery 
and setldom tlowcvci, it may lead to on 
onoloiioin nryolive dt vidofment in the 
lonii ol a I line wsliiii (emphasis added) 

M.itx's toimulalion ol caste foi class 
under speiilic tend.il conditions was 
siotiils ie]ci.ied by Weber who. however, 
had itiisconeeived c.isie by his loiiiiuta- 
tion ot hrahmanical theodicy' to denote 
meiely the vaina strati he Alton ol societ\ 
Latei Indiantsis lollowmg Webei extended 
the torinulalion caste in itsell to the |ali 
stialilicalio.i ol socieiv. Iti this icspeci, 
Louis Duiiioni || 9 h.f< uised ih‘ ii'is- 
conception to .m (Xsniptan height by de¬ 
claring the uinqueiv.s ot taste iidden 
Indian people as lh<iii<> lli"iaichivus The 
gciical run of txesti in scholats und the 
gicat ina)i>rils ol Im'i.ui ssholais, led by 
M N Slims as supported and propagated 
the iKTcepfion i)m. c.>ste s.ins class lep- 
lesenled 'modelii lii-iia .San.skiili.salioii 


and wcslelnl^•lllon were proclaimed to he 
the vehic ies toi ushering in “.social change 
in iiuxleiri Iislia’’ (Srintvas 196b) 

A lalse (oiisutHcsness wa.s thus gener¬ 
ated m Iridi.i. ami spn*ad in .society No 
wonder that a i-olilical .scientist wrote in 
Reiidei 't /)/c‘<'' m 1950 that caste is in 
Indian blood' 

M'‘aiiwhil<. Ihe inexorable course ol 
capilalisMi. do'ibitess colonial in sharuc- 
(e),w.isspii'.idine HI India Fronilhc 1920s. 
m pariK iil.ii. Liul and crops began to turn 
into coiniikidiiies trom their suhsisteiKC 
chai.ieii'i Aheiiation ot land and aecunui- 
lalionol eiopsiniichcd.somc ilhough not 
manvi pe.isanis .irtisans and ttaders who 
were placid lou or still lower in the caste 
hici iichy .Noa in contormity with their 
enhanced economic status they aspired 
tot a beitei ‘muhT status A new align- 
meiil biitseen caste and clj.ss was in the 
oiling HIplaceotllic'castcstiuciuremerely 
iiivagin.iting itselt into the class siiiieturr 
ol sociels 

Tins aligpinenf was viewed by tlte 
iialiim.il chaiiMiiists. as a vaoant ol Ihe 
cleiohinised niiHlerntsers upholding the 
view ol I isk in ilseli, as ilk* inieraiiion 
ol Iwti disc'ele entities caste and i lass 
f lass bi'isie Hiipotieii hy the Rai and not 
clisplavint' Hstli horn immemoiial times 
as .asic loi '.l.i'.s - in the view ol Maix 
How (191‘) I'l III) portiayed the stmclure 


ol Hindu society in terms ol ca.ste divittion. 
and Bctcille (1966) elaborated the thesis 
by clearly writing on custe, class and powui 

Caste and cla.ss became a catchy formu¬ 
lation to denote the stKial structure ot 
Indian .society However with tts ideo¬ 
logical f'cultural') commitment it soon 
nieiged itselt into the toimulatioii ot cu-ste 
in it.selt and employed the same idioms 
as Sanskriti.saiiun and westcini.sation to 
denote “social change in modern India". 

Mcmii while, colonial capiiulisin and latci. 
the independent Indian capitalism sy.stem 
hud then iinpael on the mvagiii.ition ot 
)atis into the capitalist social structure In 
Ihe last days ol Ihe Raj, the 'Depru.ssod 
f'las.ses' clamoured torequulitv in econo¬ 
mic und culliii .il peieeption and behaviour 
with Ihe 'high castes', and the Rai paeihed 
tliem hy enacting the Scheduled Castes 
Oidei in the 1930s. in order to eoiisolidate 
ilieii own political |iositioii in society 
Alter independence in 1947. the Indian 
luleis ic'lained die nomeiic'l.ituie oi 'Jhe 
scheduled castes, and added that ot the 
scheduled inbes, although, by this time 
Iheie weie no trih<'s as undilleieiitiated 
(or litlle dilleientiated) gioiips ol [leople 
even III the tenioie ..oiiiers ol India 
(see. tor instance Bose I9K51 i atei. ttu 
goveinmeni liiilhercaiegoiised the 'otliei 
h.ickwuul cla^se^' m oidet to make the 
new avalai ol c.isic' hieiarchy complelc. 


SOME CHALLENGING BOOKS 
by Paramesh Choudhury 

1 Kashmir to Palestine - Rs. 480.00, P. 380 

.Ju'.in c-si.aped from the Cross to India Later he died in India ms anv-estrai 
l.ind where ne spent 14 to 30 years of his life, to get lessons on Indian philosophy 
ami rn!ig>ons 

2 The Aryan Hoax - Rs. 490.00. P. 450 
Kridvi the Truth, speak the Truth' 

UNESCO says To speak of an Aryan race' or people' is a more myth' 
Viv'-sananda remarked. 'All these monstrous lies are taught to our boys'' 
Vo! V, P 037 

3 The Imtia We Have Lost - Rs. 280.00, P. 248 

.in antiiologv of essays tal-en tiom the Asiatic Researches (1775 to 

Uiscover the >ndia which the British convinced us. did not exist That 
!' IM I •Ionised and civilised Greece, Egypt and Mesopotamia, that India was 
t< < i' adise of the Bible 

N r. India The Cradle of the Chinese Nation - Rs. 590.00, P. 625 

Sii vV,li<am Jones wrote that the Chinese are of Indian origin (Asiatic 
noM'.iiches VjI II) Tlie author carried on extensive research to trace 
r>ut Itie full history of India's great achievement 

(Mahabodhy Book Agency - 4A, Bankim Chattenae St, Cal-700 073) 
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namely, the high castes, other backward 
classes, the scheduled castes and the 
schedulcrl tnbes 

Yui. the social proct»iscs heralding the 
inumph or class .strut, lure over the caste 
hierarchy could not bt allogcthei ignored 
by the avaioi makers of caste But they 
obluscatud reality Srmivas mooted the 
notion oi '(iominam lastc' in the l%Os. 
in which caste was in ihe appellation and 
not 111 content His idcntirication of a 
‘dominant lastc' was by six attributes, 
namely. (I) 'si7A;ablc anuiunt of the arable 
land locally available'. (2) ‘strength of 
numbrars'. (1) ‘high phi>.c in the ItKal hier- 
aichy'. (4) ‘western education', (5) ‘jobs 
in till adtninistidliotr, and (6) 'urban 
soiirccsotincome’ [Srinivas l‘>66 lO-l M. 

All these attiihuics are sccondaiy oi 
leiliarvcvpiessionsol the loimaliuiiotthe 
top siMtiim ot the class siniciuie in lural 
society Rut the proclamation ol class 
relations w.ts an anatl'.em.i to these con- 
sersalive scholars .So. cla.ss was loiciMy 
iuiiiiellcd lino an amoiphous identity ot 
the dominant caste’ because, us later 
adiiiittcd by us progciiiler, all its six .it- 
tiihiilcs nevd not Im. pioseni m one caste 
.'iiiity Inoihct wotds,llic ‘dommaiUcaste' 
could he idantitic'd iii 6.^ ways* 

The icsitll was that the devoul young 
>c holai s vscic duly hiuin-wushcd to scaich 
till the domiii>uii caMc' in ditleicnl so- 
• ictal scgiih‘iit.s in vaiious ways, and even 
.issert ihc dominant class character ot the 
.deiuiiicd ‘dominant c .isle’' Foi example, 
■ti lehaiuthad disiiii I i>t the state oi Bihar, 
iht- tandU'se agiu iiltuiisis ot low ca.stes 
li.ive oiganised Ihciiiselves lor a bettei 
deal tioiii Ihe big landowners - Ihe 
hluiiniharbrahmins, while the landowncis 
have u'filiatcd ruthlessly riiey have, even 
tonued a paraniilitars loicc by the name 
of Ranvii .Sena which leguLarly oiganises 
mass inuidcrol the landless lamilies. The 
goveiiinicnt hatdlv takes any action on this 
issue, while some enthusiastic academics 
seaich tor the mie ot ‘dominant ca,slc' at 
this luiietion in .siKiety Insianc cs like this, 
found in Maharashtra. Madhya Pradesh, 
etc, have led to Ihe contusion ol the ‘caste- 
iiddcn' society to he woise confounded, 
which pnivides suceoui t.) the role ol the 
waste sysjiciii in present day India 

loday. costctsalion of society is pro¬ 
ceeding at the level ot hath poltuk with 
the help oi some academics At tlic other 
extreme, al the level ot nehen pohnk, 
caste IS denoted mme and more as an 
idenlilication wiihin the class-stratum its 
constituents belong to Fhis is similat to 
the di.stinct(on drawn between the Jews 
and the Gentile, orthc ethnic groups, within 
the. class stiuclurc of tlie IIS. Bntair,. etc. 


Indeed, the reinloreed false ciwscious- 
ness, generated b> the .scholars and the 
politicians alike, has been so pervading in 
the upper political level than even in 
relatively recent times the Mandal Com¬ 
mission carmaikcd caste as the criterion 
of backwatdnes.\ m Indian .society 
Scholars like Siinivas was a party to thus 
enloreing the false consciousness oi stv 
ciai reality oi India From the academia 
IP Dcsai's was the lone voice tocasiigjte 
this mannci ot talsilication oi .social 
reality In a seminal article (EJesai 19X4: 

11 IS] he emphasised that the entunon of 
'backwardness' should be sought in the 
class lelalions tii niodcm India But his 
voice was sinoiheied by the dominant 
scholars and politicians 

In tlk- mean time, reality went on a.sscrt- 
ing it.sell al the giass toots level I'hc 
correlation between caste and class in 
colonial India is being transformed into 
‘caste in class’ The sciu'dulcd castes and 
the .scheduled tnbe.s - not to .speak of the 
otherbaekward ela.ssc.s-are ranged within 
Ihc spec'tium ol the high, middle, and low 
echelons of the class system in siKicty 
This i.s ileaily luaiutcst in the political 
tliiaiiccs among these categories 

Aksoin ‘eultuiur matters the ditleren- 
liution IS being glowingly manitc.si williiii 
the evolved class eategones ot the sched¬ 
uled castes and tnbes', such aseven among 
the santhals. oiaons and mundas ot Bihar, 
lodhas ot Bengal .snbatas of Ons.sa and 
Bengal etc 

In (ho respect I found from a quality 
ol hie study m 19X0 iri Delhi and it.s 
cnviions that I'.e uppci w*chelun ot the 
scheduled lasles weie aspinng lor ‘eul- 
luial' equality with Ihe up|Kr echelon of 
the high caste K I Sliairua .saut m a 
.seminar ot the doparinicnl ol sociology 
ot Jawahorlal Nehiu nriiversiiy m 1997 
that he has louiid lioiii his .study ol a 
numbei i>f vilkigcs in Raja.sthan over 10 
years that the ‘upjvei' scheduled cu.sics are 
inviting the uppei echelon ot (lie ‘high 
castes’ to their hie cycle ceicnumios like 
marriage, and (he laitet ones are hcailily 
purlicipaling in the ecremomes I.Sharma 
19971. 

On Ihe ollici h.tnd. nimblings ot dis- 
content are heanl within the iiionoliihic 
coii.structioiis ol ttie lowly castes: such as, 
of the dalits (liteially. the downtrodden) 
NaUkarni has shown (1997 211)0-71) that 
in .southern paii> oi Tamil Nadu the 
‘weaker’ .sections ot the dalits ate raising 
their voice agairst the usurping ‘stronger’ 
segment ot the dalits .Such diseonicnt is 
not unheard ol iii Mahaiashira, CJuiaiat. 
and even in liiliar (such as, among the 
sundials and oiuon-muiidas). 


Thu.s. It IS that we should not look at 
cusii as a ‘new avatar* as scholars like 
Sniiivus have recently pioclaiined. Cla.ss 
struciuie has cut acro.s.s die caste hier- 
atchy. ioiming new alliances and antago¬ 
nisms Indeed, ii is in the process of 
withering away of a phenomenon along 
with Ihe niaieli of history oi icmain as an 
atavism, like, the distinction Ivetween the 
Jews and the Gentile, the liindus and the 
Muslim.s Yci. It IS piop|K‘d up. loi their 
own gain, by the poliiiciuns and a brand 
ol social scientists. Todav in India, caste 
in cla.ss depicts the leality. and not caste 
|H.’i se or t astc and class 
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n)Bl BANK LIMITED 

Registered Office. Chaturvedi Mansion, 2nd Floor. 26/4. Old Paiasia. Agra-Mumbai Road, Indore - 452 001 


BALANCE SHEET AS ON 3IST MARCH. / WV 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
31ST MARCH. 1999 


(Kn (XXI) 

(Rs ’000) 


.Schedule 

As on 

As im 

Schedule 

Year Ended 

Year Ended 



31st March, 

list Muiih 


31ti March, 

31x1 March, 



I9OT 

lUSX 


1999 

1998 

4 

CAHTAL AND LIABILITIES 



I INCOME 



Capital 

1 

1,400,000 

i.mxi.ixx) 

Inieiest earned 13 

2.950,124 

1,492,454 

Reserves and Surplus 

2 

rnoM 

246.72.1 

Other income 14 

288,813 

176,298 

Deposits 

.3 


18,43S.2')S 


— 

— _ 

Borrowings 

4 

3,595,665 

1.608.141 

Total 

3,238,937 

1,668.752 

Other liabilities and 
provisions 







s 

911,447 


11 EXPENDITURE 



Total 


.34,192^19 

22.OIS.2S3 

Iniereu expended IS 

2309310 

1.045,984 





Operating expenses 16 

498,666 

335,522 





PuhtiL issue expenses 

43,779 

- 

ASSETS 




Provisions and contingencies 

79351 

86,723 






Cosh and balances with 
Reserve Bonk of India 




Total 

2.931306 

1.468,229 

6 

2,554,831 

1.110.627 

III PROnT 



Balances with banks and 
money at cdl and 
shoit notice 

t 

3.197^62 

749 922 

Net Profit for Ihe year 

Proflt brought forward 

.307,631 

197329 

200,S2 3 
37,011 

Investmenis 

8 

16,170,629 

8,476,.373 

Total 

50.S,060 

237,534 


V 

10,744378 

779,177 

X.410..S41 

6.33.648 




Fixed Assets 

10 

IV APPROPRIATIONS 



Other AsseU 

II 

745,942 

194.142 

Transfer to sl,Uuiory leserves 

61,526 

40,105 





Total 


34,192319 

22,01 S,2.S3 

Transfer lo other reserves 

- 

- 



" 

Proposed dividend (includes 
lax on dividend) 

Balance earned over to 

102,090 

- 


Contingent Liabilities 

12 

21,699,573 

9,274,464 

Balance Sheet 

341344 

197,429 

Blits lor collection 


M5S,188 

1SI 270 

Total 

505,060 

237,534 


PRINOPAL ACCXIUNTINO POLICIES & NOTES FOKMINU PART OP ACCOUNTS AS PER 
SCHEDULE 17 APPENDED 


As per our report of even date 

ForV SANKAR AlYAR & CX> 
Chattered Accountants 

Sd/- 

N SAMPATH GANESH 
Partner 


Date : May 13. 1999. 
nace ; Mumbai 


For and on behalf of the Board 


Sd/- 

M. S. VERMA 
Chairman 

Sdl- 

G. P. GUPTA 

DR. SAILENDRA NARAIN 
N. V. IYER 
DR. D. B. PHATAK 
M. C. SHAH 
Directors 


Sd/- 

D. K MUKERJEE 
Managing Director 


Sdl- 

RANGANATH ATHREYA 
Company Secretary 
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IDBI BANK LIMITED 

Registered Office. Chaturvcdi Mansion, 2nd Flooi, 2h/4, Old Palasia, Agra-Mumbai Road, Indore - 452 001 


SCHEDULES ANNEXED TO AND hORMLNG PART OF THE ACCOUNTS 



(Rs '(XKI) 


SCHEDULE 1 •> CAPITAL 
Authorised Capital 
200,000,000 equity shares 

of Rs Ity- each* 2,000,000 S.0(K).0(M) 

(Pievious Year 500,000,000 equity -- ' — -. 

shares of Rs 10 each) 

Issued, Subsenbed and Paid-up Capital 
140.000,012 equity shares of 

Rs 10/- each** 1,400,000 l,000,(XXl 

(Picvious Year 100,(XK),012 equity 

shores ot Rs 10 each) _ _ 

Total 1,400JKW l,{XX),rKX) 

* Dunng the year the authorised capital of the bank was reduced 
to Rs 200 crores pursuant to resolution of the General Body 
'* 4,00,00,000 equitv shares of Rs 10 each at a premium of Rs X 
per shore were allotted dunna llie year pursuant to public issue 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

I Statutory Reserves 

Opening balance 49,204 U.IKO 

Additions dunng the year 61,526 40,105 

Deductions dunng the yeai 

Total I 110Ji20 49,294 

II Capital Reserve 
Opening balance 
Additions dunng the year 
Deductions dunng the year 

Total II 

HI Share Premium 
Opening balance 

Additions dunng the year 320,000 

Deductions dunng the year 

Total III 320,000 

IV Revenue and other Reserves 
Opening balance 
Additions dunng the year 
Deductions dunng the year 

Total IV - - 

V Balance in Profit and 

Loss Accoum 341,444 197,429 


110Ji20 


320,000 

320,000 


341,444 


197,429 


Tobd 0. 0. m, IV Mid V) 

SCHEDULE 3 - DEPOSITS 
A I Demand Deposits 

(I) From banks 
(ii) From others 

II Savings Bank Deposits 

III Term Deposits 
(i) Ftorn banks 
(it) From others 

Total (1, H and HI) 

B I Depositi of branches ui India 

II Dqiosita of branches 
outside India 
Total* 

SCHEDULE 4 - BCMRROWINGS 
I Bonowings ra India 

(i) Reserve Bank of India • 
(U) Other banka 


772064 246.723 


669 

6047,756 

757O06 

1.113023 

1933019 


,27012043 


543 

5,634,279 

161,921 

1,727,827 

10 ,930,72 5 

18.455.295 

18.455.295 


27012043 18,455,295 


Bonowinp outside India | 
Total (I and H) 

■d hcsiowiait Mdadsd MI and n dbove: 


l.m065 

mjm 

109MM 



258,14: 

1.080,000 

270,000 

I.608.m 

yesr'Rj NIL) 


SCHEDULE 5 - OTHER 
IJABILITIES AND PROVISIONS 

I Bills p^able 

II Inter office adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

V Proposed dividend (including 

tax on dividend) 

Total 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I Cash in hand (including 
foreign cuirency notes) 

II Balances with Reserve 
Bonk ol India 

(i) in Current Accounts 

(ii) in Other Accounts 

Total a and U) 

.SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

I In India 

( I ) Balance with bonks 

(a) in Cunent Accounts 

(b) in Other Deposit 
Accounts 

(iL Money at call and shoR nonoe 

(a) with bonks 

(b) with other institutions 
Total 0) 

II Outside India 

(i) in Cunent Accounts 
(it) in Other Deposit Accounts 
(ill) Money at coll and shon noboe 
Total (11) 

Grand Total (1 and U) 

SCHEDULE t - INVESTMENTS 

I Investments in India (Gross) 
Leu. Provision for d^reciaiion 
Net Value of Investments in India 
Combing of 

(i) Government S.:cunlies 

(II) Other Approved Sccuniies 
(lit) Shares (preference shares) 

(iv) Debentures and Bonds 

(v) Subsiduuies and/or joim 
ventures 

(vi) Other mvestments 
(Commercial Paper, 
Cenificaie of Deposits, ele) 

Total (1) 

II hneattmts outanfe Imka (Gross) 
Leu: PmvHon for dqnwrMiion 
Net VahiB of Inves on eMs 


Total OU) 

Grand Total (I and H) 


(Rs '000) 

As on 

As on 

31at Mtarcb, 

31st March. 

1999 

1998 

421464 

306.539 


664 

131,114 

256419 

102,090 

911447 


226.007 

170.548 


705,094 


37463 16.841 


2417,468 ta .3,313,786 


2454431 3.330,627 


271489 

1425448 

1470.000 

2466,937 

94430 

275,799 

330425 

16,170488 

(259) 

16,170429 

7449,493 

1437400 

6415461 


167,546 

250,100 

417,646 

13,354 

318,922 

332,276 

__W^2 

8.476,373 

3.814,957 

510,000 

3,120418 


567,975 1,030,598 

1,170429 8.476,373 


16,170,629 I 6.476.373 
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IDBI BANK LIMITED 

Registered Office' Chaturvedi Mansion, 2nd Mooi, 26/4, Old Palasta, Agra-Mumbai Road, Indore - 4S2 001 


_ SCHEDULES A NNEXED TO AND F ORMING PART OF THE ACCOUNTS 

Ik 



S'CHii;i»Il|,E 9 - ADVANCES 
A (I) Bills purchased and 
diHtounled 

(ii) ('ash cteditN, ovcidrafis iind 
loans payable on demand 
(III) Tcfin lo,ins 

Total A 

B fi) ScLured by tangible assets 

(II) Coveied by Bonk/ 
Onveininent Guarantees* 

(III) Unsnured 

Total B 

* Includes advances agoinsl 
lyCs issued by Banks 

C I Aiivanses in Indio 

II) Pnnnty scaur 

(II) hiblic sector 

(III) Bonks 
(iv) Others 

Total C I 

H Advances outside India 
(It Our from bunks 
(II) Due from others 

(a) Bills pui chased and 
discounted 

'b) Syndicated loans 
(c) Others 

Total C II 

Grand Total (C I and C U) 

SCHEDULE 10 > FIXED ASSETS 

I PreiiHscs 

At cost as on list Mareh of the 
preceduig ycoi 
Additions dunng the yeai 
Deductions dunng the year 
Depiraaiioii to date 

Net 

II Other Fixed Assets (including 
Pufiiitufe and Fixtures) 

Ai cost as on Hst March 
of the preceding year 
Additions dunng the year 
Deductions dunng (he year 
Depreciation to date 

Net 

III Assets on l,xase 

At cost os on .11 March ui the 
preceding year 
Additions during the year 
Deductions dunng the year 
Dcpieciolion In date 


IV Capiial Wisik (n-Progress 

Total (I. IL III and IV) 


^s on 

tisl Mulch, 
I'lVB 


4,2.W,27.t '«II2 


3,614,952 

2,890,15.) 


10,744,.378 


7,.165,905 


4,442 


195,478 


363,955 

166,275 

13,171 

78,644 


438,415 


10,493 


779,177 


2372,613 

1,005,860 


10,744,178 8.430. S41 


2.SJV 97.3 
3.202.486 


8,4 3(1. S41 


3.063,0S| 

I 710,172 
1 (i37.3IK 


2369,896 

2,837 

8,171,645 

10,744378 


1,768 26S 
47,233 

6 615.04) 




1,308 

I2<).83() 


.327.322 


8S..3g8 


63.1,648 



(Rs. ’000) 


As on 
31st Mareh, 
1998 


SCHFJHILE II - OTHER ASSiTS 

I Inter office adyustments (net) 

II Interest Accrued 

III Tax paid m advance/tax 
deducted oi source 

IV Siationety and Stamps 

V Nun-bonking assets acquired 
m satisfaction of claims 

VI Others 


.SCHEDULE 12 - CONTINGENT 
LIABILITIES 

I Claims against the Bank no( 
acknowledged as debts 

II Liability foi partly paid 
investments 


344,990 

170,919 

425 


299.608 


745,942 



159.132 


394.142 



111 Uahility on account of 
outstanding forward 
exchange contracts 

16,100,079 

7,090,2.37 

IV Ciuarontces given on behall 
of consiituenis 
• In India 

2352374 

1,048.104 

• Outside India 

21325 

- 

V Acceptances, endorsements 
and other obligations 

3.02.5395 

1.136.123 

VI Other items fur which the Bank 
IS contingently liidrle 

- 

- 

Grand Total (L H. IQ, IV. V and VI) 

21,699373 

9,274,464 




100300 

45300 

10309 

100.000 

28 

134,791 

99,972 


SCHEDULE 13 > INTEREST 

EARNED 

I Interest/discounl on 
advances/bills 

U Income on investments 

III Interest on balances with RBI 
and other mler-bank funds 

IV Others 

Total 

SCHEDULE 14 - OTHER INCOME 

I Conmussion. ekehange and 
brokerage 

II Profit on sale of investments 
Ust Loss on sakAcdemplion of 
investments 


Year Ended Yeai Ended 
31sl March, 31st March, 
1999 1998 


1339350 

1,437374 



171380 

1312 


2,990,124 


30,674 

7,151 


1.492,454 


193367 88,472 

343M 30.691 

(11321) (21,030) 
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IDBI BANK LIMITED 

Registered OfTice: Qiaturvedi Mansion. 2nd Hoor, 26/4, Old Palasia, Agra-Mumbai Road, Indoie - 4S2 (lOl 


SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 


(Rs •000) 

(Rs ’000) 



Year Euded 

Year Ended 

■■■ 






Slat March, 

31 St March, 




3lti March, 



1999 

1998 




1998 

SCHEDULE 14 - (Contd.) 



SCHEDULE 16 - OPERATING 



m 

ftofit on revaluation of 



EXPENSES 




investments 

Lesr. Lots on revaluation of 


- 

1 

Payments to and provisions 




investments 

- 



for employees 

108331 

63,640 

IV 

Hofit on sale of land, buildings 



II 

Rent, taxes and lighting 

141,921 

104.533 


and other assets 

55 

2 

III 

Pnniing and Stationery 

19,165 

8,236 


Lesr Loss on sale of land. 

(14) 

57,424 


IV 

Advertisement and publicity 

22.114 

21.834 

V 

VI 

buildings and other assets 

Hofit on exchange transactions (net) 
Income earned by way of 
dividend, etc from subsidiaries/ 

49,801 

V 

VI 

Depreciation on bank’s 
property 

Directors’ fees, allowances 

57.071 

24,889 


companies and/or joint ventures 




and expenses 


50 


abroad/tn India 


- 

VII 

Auditor’s fees and expenses 


500 

VU 

Miscellaneous Income 

12,550 

4,759 

VIII 

Law charges 


1,581 

VIII 

Unclaimed liability and 

2334 


IX 

Postage, Telegrams, 




provisions wntlen back 

3.603 


Telephones, etc 


23,998 


Total 

228413 

176.298 

X 

Y1 

Repairs and maintenance 


8.098 

•7 'llil 

SCHEDULE 15 - INTEREST 



XII 

Other expenditure (Includes 



EXPENDED 




deferred revenue expenditure 



1 

Interest on deposits 

I.9II0.444 

810,856 


wnilen off Rs 2,753 thousand 



II 

HI 

Interest on Reserve Bank of 
Indio/lnter-bank borrowings 

248,120 

164.754 


Previous year Rs 20,.59g 
thousand) 

78,051 

70,829 

Others 

80,244 

70,374 



Total 

2309410 

1,045,984 


Total 

498,666 

335,522 


SCHEDULE 17 

PRINOPAL ACCOUNTING POLICIES AND NOTES FORMING PART OF ACCOUNTS 

1 General 

The accompanying financial statements an prepared on the historical cost basis and in actordance with the generally accepted 

accutmting principles and conform to the statutory provisions and practices prevailing within the banking industry in India 

2 Incmne Recognition 

a) Income on Non Performing Assets are recognised on realisation 
I b) Guarantee fee is accounted as income on pro-rata basis over the period of guarantee wherever the (.omiiiission income exceeds 
Rs 100 litousand 

c) Upfiont incentives received on subscnpiion to secuniies are recognised as income 

3 Advances and Provisioning 

a) Advances are stated net of provisions and have been classified into standard, sub-stomlurd, doubtful and loss assets in line with 
the Reserve Bank of India guidelines 

b) Provision for sub-standard, doubtful and loss asxis is mad,, in confonnity with Reserve Bank of India guidelines 

4. TransactionB Involving Foreign Egdiangc 

a) Poreip currency assets and liabilities are translated on the Balance Sheet date at the rales notified by Foreign Esebange Dealers' 
Assodalion of India (FEDAI) for the respective items The exchnngc differences arising on transaction are accounted for as income/ 
eapenditiire. 

b) Pbtward exchange contracts outstanding at the Balance Sheet date are repotted at contracted rates These contracts are revalued 
at the appropriate rates notified by FEDAI and the resulting profits/losses are included in the Pii'fit and Loss Account 

5. Invaatasenta 

a) An Investmenu are treated as current investments 

b) Coats such as brokerage, commission, etc. incuned on acquisition of investments are charged to revenue 

c) Preference Shares which me unquoted, or where cunent quotations are not avnilable, are valued in aggregate at lower of cost or 
breakup value baaed on the latest avaihdile balance sheet of the investee companies 

d) Unquoted Debeniuies are valued at though they are advances 

e) Treatury Bilia, Coinnietcial Paper and Certificate of D^sits are valued at carrying cost 

f) Bonda and Oovenment aecunties are valued in aggregate for each caiegoiy at lower of cost oi maifcet value at die Balance Sheet 
date in accordanoe with the guidellnea of RBI. For tint puipose, the value based on YTM valuation as per RBI guidelines, it adopted 
at market value ftir unquoted investments. 

I Goat mtaeat nt t aoquititian coat and in the cate of Zero Coupon Bonds, includes the discount occnied upto the Balance Sheet dote 
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flOBI BANK LIMITED 


Regiatered OfTice: Outurvedi Mansion. 2nd Floor, 26/4, Old Paluia. Agra-Mumbat Road, Indore - 452 001 


CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31. 1999 
Ra (’000) 

Year mdad Yev endrd 
3M March 31st March 


Cash flow from operating aeuvitief 
NET FROFIT BEFORE TAXES 
AAlaMamam fan 

Depreciauon on fixed assets 
Net depreciation on invexinientt 
Provision in respect of non-peifonning 
assets 

Provision for Contingencies 
Prelinnnaiy expenses amonised 
LoasAProfit) on sale of fixed assru 


A^lnmsaeals for: 

(]ncrease)/Deciease in investments 
(Inciease)/Decrease in advances 
Inerease/(Decrease) in borrowings 
Increase/(Oeciease) in depoails 
(lncrease)/Decrease in other assru 
lncrease/(Deciease) in Other 
Liabilities and provisions 
(excl ftoposed Dividend) 


333329 

272.4.17 

37371 

24,889 

239 

- 

33,194 

11.686 

- 

1,123 

2,733 

20,598 

(41) 

(2) 

447343 

332.731 

(7394313) 

(6318.243) 

(2349331) 

(3,489,986) 

1387324 

53,539 

9337348 

13,402,784 

(243349) 

(222,020) 

104362 

454,132 

1387304 

4.012.917 


Direct Taxes Paid (Net of Refunds) 
Deferred Revenue Expendiiure incuned 

Net cash flow foam operating activities 

Cash flow from lavntlng activities 
Purchase of fixrd assets 
Proceeds from sair of fixed assets 


Cash flow foom flaaiKiiig activities 
Proceeds from issue of sharr capital 
Divuiend paid 

Net cash generated from fliiancing 
activities 

Net IncicaseAdecraasc) la cash and 


Cmh and cash ei)nlvBicnts as at 
Isi April 

Cash and cash eqaivalcnts as at 
31st March 


(P’s (’u(xn 

Year ended Year ended 
Slsi March 3lM March 
1999 1998 

(133,401) (49.566) 


- 

(14.474) 

1,134,103 

3,948.897 

(203,184) 

(461.516) 

625 

32 

(202339) 

(461.484) 

720,000 

- 

720,000 

- 

1,671344 

3,487.413 


4,eM349 543.136 

3,732.093 4.080.549 


For and on behalf of the Board 



Sd/- 

Sd/- 

Sd/- 


M S VERMA 

G P. GUPTA 

D K MUKERJEE 


Chairman 

DR SAILFJtDRA NARAIN 

Managing Direciur 



N V IYER 




DR D B PHATAK 

Sd/- 

Dale May 13. 1999 


M C SHAH 

RANGANATH ATHRFYA 

Place Mumbai 


Directors 

Company Secretary 


AUDITORS' CERTIFICATE 

We have venfied the above cash flow atatemeni of IDBI BANK LIMITED which has been compiled from and is based on the audited fonancial 
sutements for the years ended March 31. 1999 snd March 31. 1998 To the beat of our knowledge and beiiei ana acroninig to the infomution 
and expianaiiont given to us, it hat been prepared pursuant to Clause 32 of the Listing Agreement with vanous stack exchanges 


For V SANKAR AlYAR A CO 
Chartered Accountanu 
Sd/- 

N SAMPATH GANRSH 
Partnei 

Date 13, 1999 

Place : Mumbai 
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REVIEWS 


What Kind of Modernity? 

Acbin Vaniuk 

India: Living with Modernity by Javced Alam; Oxford University Press. New 
Delhi, 1999; pp 241. Rs 4S0 (hardback) 


J AVEED ALAM is among the most open- 
minded of India’s left intellectuals and 
activists. It IS not surprising therefore that 
this work should exhihit those very 
qualities hutia. Living with Modemitv 
combines Alam’s two passions - philo¬ 
sophy and |K>litics. It is an a.ssault on the 
growing politics of exclusivity cmfHHlIed, 
for example, in hindut va and on its deeper 
intellectual foundatums ll is al.so an 
exploration ot ways out of this impasse. 
At the heart ol the book then, is a critique 
ofwhat Alamsalb' 'entienched modernity' 
and an insi.stence that a modest, seil-i i itical 
and self-correcting mvidernist pioiect is 
not JU.SI viable but vital 
t Hntienchcd modernity is a particular 
form taken by Enlightenment philosophy 
in piacticc, one that elevated Rationality 
to primary status thereby promoting a 
disengaged view ol ih. human sell, much 
abetted by the pie-emmencc achicvi d by 
the Cartesian rather than .Spino/an 
tradition Such an approach necessarily 
entailed a siew ol the philosophical and 
political Other (to this modernity) which 
laid the! oundationlora practice that would 
ravage societies deemed not sutficiently 
worthy by the standards of this entrenched 
nuxlemiiv But other iraiectories are also 
cuntatni.J within the promise ot the 
Enlightenment It entienched modentily 
became the embodied torm that modernity 
has taken this is largely because ot it.s 
histoncal connection to capitalism and 
their rceipixical impact 

An instrumental and positivcst notion 
ot reason best fitted tlie requirements ol 
capitalism and the polit ics associated with 
It which had to he divorced from ethics. 
Ot course, the pre-eminenc.'ot entrenched 
modernity is not to be expiaircd in purely 
tunctionalist terms hut thcsi:., nonetheless 
a large part ot the an.swcr It follows then, 
that any project aimed at rescuing (he 
promise provided by an altctnative 
modernity must ot necessity hr and- 
capitalist. So socialism yes. but a siK'ialism 
cicaasedof foundationalist Enlightenment 
tendencies and much more .sensitive to 
histoncal contexts and ethics. 

Aiam's book ot mne chapters is neatly 
divided into three paiLs - on moderniiv. 


nation and tradition - with a unifying 
concluding chapter. The fir.st part is 
primanly philosophical in its explorations 
dissecting various currents during the 
Enlightenment and developments 
thereafter. These rci lections are very much 
part ot a contemporary preoccupation with 
the problems ol 'toundationalism* in 
philo.sophy. What is important here is not 
any claim that Alam might make to 
originality (which he does not) hut the 
earetui way in which while re.specting the 
powerot tliccntiqucot nuidemity launched 
by post-modernists and pre-modcrni.st 
indigenists alike, he distinguishes himselt 
trom both their cxce.sse.s and their 
pessimisms He uses the notion ot 
‘unembodicd sui plus' to point out other 
modernist possibilities recognising 
correctly that ’ is neither fca.siblc nor 
de able to escape, or pretend to escape 
modernity 

The question i\ nut whether or not 
modernity but what kind of mixlemity'' 
“Modcmiiy as embtxlied Enlightenment 
never did exhaust all that was available 
in philosophical thought associated with 
It even at the point ot origin, and this I 
would call uncmbodied surplus " Allied 
with the lessons to he learnt trom the wide 
an ay of struggles against entrenched 
modernity, e g. anti-colonial and anii- 
impcnalcst simggles. there are the icssouices 
with which to iiglil tor a more context- 
embedded and sensitive modernist 
project 

Among the book's numerous strengths 
isitsattempttoshuwwhyindiasupposcdly 
(he mosi ‘traditional’ of societies cannot 
escape involvement in this modernist 
projccL Insolar .ns u new mote indivi- 
duai'sed .sense ol self emerges with 
modernity, the new psychological 
‘dislocation’ caused is also compensated 
for by die cmeigence and relevance ot a 
new discourse ot individual rights Aiam's 
la.si chapter in (he tirsiparttilhxl ‘Rcndcnng 
Modernity Conimumcahlc' looks at three 
new themes assin'iated with the advent of 
modernity in India which was itself 
unavoidably assiKiated with the coming 
of colonial rule and ihcretore with a scn.se 
of elite humihation and defeat Precisely 


because a new more indivtduali.sed self 
emerges, with modernity, it is absurd to 
think that trodiltunal discouises iiave the 
equipment to deal with such new matters 
ot crucial importance such a.s “nghts. 
secularism and (he nation” 

The idea that traditional Indian thought 
con adequately deal with such notions is 
tallacious. The word'adhikar istheclosesi 
approximation to the notion ol rights but 
in traditional Indian discourse is a notion 
ol ‘jUittclaim’ that is always also associated 
with tlic performance ot some duty. In 
modem discourse rights attach to 
indiv diials by \ irtuc ol then very humanity 
- something utterly alien to all pre-modern 
Indian phikssophical discourse Similarly, 
Ihougli Alam does not put it in quite this 
way. a notion of seculaiism which is part 
ot the modernist dcscourse ol democracy 
and individual rights has to have a notion 
of the separation ol religion and state very 
ditferent trom societies where this is not 
the ca.se So do not go on about the 
supposedly gieai Indian tradiiion ot 
tolerance A.s it ihe relation between 
secularism and tolerance in a modern 
society (where tolerantc necessarily 
invokes the pnncipic ol individual rights) 
can be the .same as in a socicis wlicrc 
lolcranee has no eonncciion u> lights 
discourse (because it docs not exist) and 
islittic more than a synonym toi iiidillerent 
coexisience or 'atcepted' pluralism 
Moreover, as Alam perceptively points 
out, even among pre-modem societies 
some are more open t» progress along 
modern secular tines than others because 
(hen noiion ol (he sacred is .sociail v rooted 
rathei (bun other wot Idly tran.scendental 
The key coniiast hoic is between pre- 
modern China and its C'onlucran 
philosophical tradition and pre-modern 
India with its multitude ol icitgious/ 
transcendental based philosophical 
traditions This being the case, those who 
condemn the rise ot a modem secularist 
discourse in India as an example ol 
'colonial-imperialist intellectual hege¬ 
mony' or as a condeiiinabk ‘derivative 
discourse' ate say oft the maik New 
socia I nccdscmerging v, ith Ihe new uxps'ri- 
ence ol modeinity requires new languages 
ot apprehension It these do not exist 
'Iraditionally' then they have to be taken 
trom elsewhere and utilised in as conicxt- 
sensilive a mannet as possible But to 
consider the very act of importaiioii of 
such intellectual categones, i e, ‘conceptual 
transters' as nelarious is an indigcnist- 
obscssed absurdity 
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IV sivond part of (he b(H>k on the 
nati'>n hrin;!s into tiicus. issues that have 
lout! pieiKcupiet] the author. Since the 
I KKtJs and I K9()s wa,s(.rusial to nationalist 
political idccilotiy lonnaiion inindia, Alam 
pays particulai attention to this period 
riiicc ihintis. Alam tcels, had decisive 
impact on (he whole course ot Indian 
nationalism (both as political movement 
and ideology I streteliing down to the 
piescnt I'irst. (heie was a separation 
ellccted between popular peasant move- 
mentsand (he elite constitutumalist politics 
that was to dominate ihe national move- 
ment Ciaiulhi piovided a paitial bridge 
bv'tween (he two but only in the sense of 
piovidmgpopulailegi(iniacytoeliiccon.sti- 
tulionali.sm rather than in foregrounding 
rural class, i c. anti- feudal, politics as part 
of the national liberation struggle 
Second, the miKleinised and moder¬ 
nising Miisliin elite enieiges lalei than (he 
Hindu elite and lookstoilic Uriti.sli colonial 
stale toi support lo consolidate itscll 
(heieby disianeing itself tiom systematic 
collaboration and iniegi at ion m acollective 
nalionalistpioieu against (hei ohmial .stale 
Alam's distinctive cluiin. however, is that 
all newly eniciging elites had lo lean on 
the colonial state and tlicrcloie it is a giave 
mistake to pit si me notion ot 'communal 
Muslim elite politics versus .some notion 
ot a mom 'nationalist elite politics led bv 
Hindus' A moie scculai grounding ol (iie 
history id elite emeigeme in India is 
required and winch is what the author 
attempts However, (lie political breach 
between Hindu and Muslim elites once 
efiected had lasiing eltceis Ix'cau.sc ot 
theion.stiUitionalismot 'nationalist' politics 
Third, that the euKuial assertiveness .so 
ventral to (he forniation ol some kind oi 
anti-i.olonial cultural nationalism was in 
liiilia hugely Ihe pioduct ol reinter- 
preialions in the donum ol high eulluic. 
I e, philosophy. Iitemlure. art. etc Heie, 
later nalioiuiisi intellectuals ol the Hindu 
elite (the likesof BankimandVivekunanda 
unlike a Uain Mohan Roy) provided an 
anti-Muslini interpieiation of Hindui.sed 
ciiKuiul nationalism that would last to this 
dav .Mam's critique ol Vivekanunda is 
among the best parts o! the btxik and 
ciui'lls esposesihe foolishness ol (he C'PI 
and (TM tlirtalion with a supposedls 
piogicssive Vtvekananda to tigtii 
hinduiva m 'he wake ol the dc.stiuction 
ol Jiahn inasiul in 19^? Those who think 
Vivckananda can be liaincs.sed to etlce- 
tivcly tight hiiidutv.i will in future hasc 
to address tins ciitiq'ie head on 
It IS III the iiauiieot such kmdsol cultuial 
as.sertivcncss ‘hat the past as 'dead 
presenct' becomes more iinpoitant than 
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actual, popular culture as a 'cunent lived 
reality’ u> the construction of the cultural 
loundatioiis oi Indian nationalism liven 
as strong a di s otec of an anti-communal 
notion ot Iniha's ‘composite culture’ as 
Nehiu IS moved to immcmonalisc the 
Indian lui ion on the basis ot some abstract 
spitiliulist lultuialist notion oi India's 
cnduiing unity thiough the ages Sucit 
views ol Ihe Indian nation have played 
into the tiimhitva’s hands on two counts 
(1) rcintouing a Hindu cultural natio¬ 
nalist undei standing ol Indianness and 
(Zipiovuhng ammunition against the 
reality that what we call India is actually 
multi-national I Inlessthclcnsionbetween 
the various regional nationalisms and a 
pan-Indian or '.supranaliunaiity natio¬ 
nalism' IS recognised and rc,speeted we 
lose out luii only in the .struggle (('construct 
a inoie humane understanding ol Indian 
nationalism f>iil al.su in (he struggle lo 
sohditv u nioie lederalisl and dcinocraiie 
Indian polity 

In the lust pait on tradition, Alam claims 
correrilv that a tiadition that must detend 
Us sell-impoitancc and authority is no 
longer tradiltoii in the pro-modem sense 
Then its powei and authoiity came about 
precisil) hi'c.uist* of its 'givcnness'. its 
impossibilit) ot being seen as something 
called tradition' ascounteiposedto ‘non- 
liaoiiioiial times' oi modernity It is only 
when (ladiiional society encounters 
iiHxleinity that it is fuiced todclend itscit 
and in doing so cannot hut adopt criiena 
inipowd III large part on it by Ihe new 
values of iiKMleinuy ilscii Tradition is 
now reworked, reinterpreted, even 
invcnied as ne\ ei betore. In India, colonial 
dcicat pushed such rewoikings in the 
direction ol asseiting Indian culture and 
iraditionas III some crucial wavintiinsically 
.supeiioi Ibis IS the basis ol cuircnt 
ideologies ol mdigenism (little inoie than 
leversi'd fiiu'nialisnr) which even wlien 


it comc.s from outside the fold of hindutva 
plays into its hands 
It is in his dtscus.sion of tradition that 
Alain promotes an understanding of 
Hinduism which is at variance with the 
view which I believe is most appropnate 
- Romila Thapar’s understanding of 
Hinduism as little more than a “com- 
pendtum label" tor vast congeries of sects 
and practices that are not unified by any 
kindol stiuciureof ntual. practice ui hctiel 
Alam's view, given his strong philo-so- 
phical oiicntation. not surprisingly falls 
intotlicmore conventional pattemof seeing 
religions as having their Great and Little 
traditions, where aphilo.sophical Hinduism 
docs pnvvide some kind ol minimal glue 
to an entity - Hinduism - (hat is therefore 
in some basic .sense singular. This over¬ 
emphasis on the philosophical dimen¬ 
sion leads h:m lo over-cmphasise. in my 
view, the importance ol us tormal non- 
prosclytising churaclei 
Alam then, is piepared to talk ol Ihe 
‘logic ol Hinduism' and to give philoso¬ 
phical Hinduism a weight in (he shaping 
ot history and society that otheis with a 
moa* stningly sociological understanding 
ot the nature ol the ini|iacl ol religion on 
human sociclics wouliJ staingly dispute 
Hinduism did pioselyti.se (but pci haps in 
exemplary moie than emissary fashion) 
into south-east Asia while the supposedly 
ingrained piusclytising ihrusi ol revealed 
leligions like Judaism and Zoioastriamsm 
was ot no consequence a.s believers in 
these two cases turned in on themselves 
The crucial factor has not then been the 
philosophical logic of religion. uiidcrsKKid 
above all, as somehclicf-sysieni (Hinduism 
IS the world lehgion least well servcM by 
.such an undcistanding) but the hrstoiical 
sociology ot religion 
Nonetheless, coming liom w'herc he 
docs, Alam can still pmvidc powerlul and 
thought-piovoking judgments as toi 
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example when he characterises Hinduism 
as‘*other>directedtolerance and selt-direci 
intolerance”. Alam then avers that in this 
centui> "diM self-ditecied intolerance spills 
out and becomes a generalised feature of 
Hinduism” I would remain far more 
cautious about am ving at sucb a judgment 
f ev^ while acknowledging the reality of 
what has elsewhere been called the 
“syndicalisatinn ol Hinduism" as well as 
welcoming Alam’s refusal to be seduced 
by contemporary claims about Hindut.sm' s 
'innate tolerance' 

For all Alain's admiration of Gandhi 
(which this reader does not share in any¬ 
where ncai the same measure) he te- 
cognises that Gandhi's grand failure to 
imbue traditionalist discourse with a signi¬ 
ficantly strong emancipatory chaiactcr. 
indicates that the snuggle lor a more 
humane Indian .swiety must rest on moder¬ 
nist foundations Gandhi may be a figure 
that Alani. more fhan most lelt intellectuals 
adniin's greatly, but hisowncoiiteinporary 
transformative project, it would .seem, is 
as non-Gandhian as that ol iiitsst other 
Loniiiiitteil leftist aclivists-intcllectuals 

Heie. Ill his last two chapters on how 
Sindian civil Aocicty can be stiengthened 
and on how what he calls pos.sessive 
comniunal orieniaiioiis' or communities 
acting as collective pi‘i.sonaiities, can be 
weakened Alam emphusiscs the im- 
|>oitance ol insiiiulionahsing the indi¬ 
vidual's 'nght ol exit' from such tradi¬ 
tional commumties ol birth and ongin 
What he hopes wilt tlicn emerge is tliat 
"(he right to exit will compel intia- and 
iiiiur-coinmunity dialogues lor a movu- 
ment towaids a hie ol choice” F'oi the 
successful institutionalisation ol such a 
light certain powers •>( the state have to 
exist across the nalion.il scKicty and must 
theiefoic he given piionly ovei solely 
cominuiiitynghtsand powers This should 
not. however, he l.dsely portiayed as the 
undemocratic impo.silion ol the state 
over community but as part ol the piocess 
ol further democratising both the stale 
and civil society because it will itself 
"help in overcoming (he so-callcd oppo¬ 
sition between scl I- induced reforms within 
communities and statc-cnfuiced rclorms”. 

All in all. Alam's book is another 
important enity into the mam arena of the 
'bjtllcgi oundofideas' that wascstabhshe'd 
by the dramatic ii.se ol hindutva politics 
and loices .some 1 S odd years ago. Stran¬ 
gely enough, such has been the conceptual 
poverty ol the direct protagonists ol 
iiindutva and their ‘oigamc intellectuals’ 
that the cudgels on behalf ol iheir favoured 
themes of mdigemsm. cultural-religious 
nationalism, anti-seculansm. civilisational 


essence, etc. have been token up by an 
assonment of indigenists, post-mo^mists. 
ami-modemistsand ambiguousmodcmi.sts 
who would .stmnglj disavow any formal 
association or even iniciicctual affinity 
with hindutva or the wider politics ol 
cultural exclusivii) and anti-democratic 
authontarianisni 


INDIAN environmental history, as it has 
developed as a distinct field since the early 
I98(>s. has focused most strongly on 
forests One ol the leading pioneers. 
Ramachandra Guha, began his re.scaicli by 
studying the prc-lustory of the C'hipko 
movement (which started in 1973) The 
argument which he developed was (hai tlie 
cunoiit cnsis ol massive delore.slation 
originated in the loresl policy ol the 
British colonial period, which continued 
to he implemented almost .seamle.s.sly in 
the posl-coiomal period He argued that 
the Btilish had established an autoeratic 
foie.si department which sought to exploit 
tiinher tor imperial needs by enclosing the 
loiests and excluding the peasantry tioin 
using them as a re.source-basc Tins gave 
ri.se to disparate pn>lc.s(s in the late 19(h 
century and, later natiunalisi-Icd lorast 
protests of the Gandhian penud. With no 
substantial changes utter inde|K'ndcnce in 
1947. the proie.sts continued, giving ri.se 
in time to the Cliipko movement. 

Guha was highly ciitical of the British, 
who in his account w'crc blamed lor both 
snatching the loiests tmm the pct'pic and 
foi providing the institutional base lot 
then commercial exploitation He wa.s 
challenged in this bv the Briti.sh .scliolai 
Richard Grove, who soiighi to show ihal 
the original 'gmeiis' in India were in fact 
colonial ofhcials Colonial forest policy 
was. in his view, riuncd in an enlightened 
understanding ol en\ironincntul issues 
developed in panic ulai by a gtoup ol m- 
markahlc Scottish medicos serving in the 
colonics, who sought initially to undci- 
stand the connection between climate and 
health but very quickly became experts 
in botany and ecology They argued that 
there was a close connection between de¬ 
forestation and environmental desiccation, 
and picssed stiongly lor state-led consci- 
vatitm ol lorcsis Through their prcs.suic, 
the earlier laisscz-faire attitude towards 
forests was replaced I tom the mid-19iti 


Be that a.s it may. their challenge has 
also evtAed among many progressive and 
lelt-inehned inicllecluals and activists the 
dcteiininatioii to contest and defeat such 
views and arguments Alam's book is 
anothci iinportaiii and valuable input into 
this ongoing snuggles and \eiy welcome 
indeed ioi being that 


ceniuty oiiwaids by a^ise management 
and control 

Ui the II es.says in the piesent book, 
edited by Grove and two colleagues, 23 
focus on the toresi history ot south and 
.south-east Asia, almo.sl all being on the 
coloiualpeiKxl Iniwoof thec.s.says.Grove 
aitd the co-editor Salpal Sangwan locus 
on the 'green' side to colonial enviion- 
mental science In two ol the most interes¬ 
ting essays in the colleeiion. Ravi Rajan 
and Ajay Skatia .seek to provide some son 
ot rcconc'iliatioii between the approaches 
ol Guha undGiovc Kaian argues that the 
earlici botanists Uxstconttolol loicstallairs 
alter about 1860, being lepiaced by ‘scieii- 
lilie loicsteis' irained in Geimany and 
France In both ot these pans ot Faiiope, 
fore.sts had been ciK-losed us government 
propeny during theeouiscot the 17thand 
18th ceniuties, managed by a new class 
of prolcssional lorcslers 'Ihese lorcsicis 
ht'hewdthal oneol then prime duties was 
to protect forests liom then 'dcsinictive' 
use by local lanncis and woodmen, even 
it this entailed rulhless tepression The 
docinne was applied in India by the lorc.st 
depatinieius sei up under the forest acts 
ot and 1878 Skana shows how this 
development was woikcd ihiough iti one 
forest legian that ol thi Dangs in we.sk-ni 
India He shows that although the new 
'scienttilc lorcstry’ was the driving force 
allowing a systematic appiopnalion and 
exploitation ol forest le.soiiucs from the 
lute I^Hh century onwaids ihe earlier 
'desiccaiionist' aigumenisol the botanists 
weie still deployed to |us(ity this ottlcial 
coiurolovci thetoresis Heaigucsthatlhis 
eieaicd an otiicial consensus wliith 
continuedrightuplothe l9X()s- longaitei 
the demise ol British colonialism itself 
Uniy in the past 15 or .so veai s have Indian 
lorcslers K‘gun t«» have second thoughts 

Othci chapters till m some interesting 
details about colonial lorcsity and popular 
lesiNiance M D Stibush Chaiufra .shows 


Of Forests and Its Plunderers 

David Hardiman 

Nature and the Orient: The Environmental llistoi^ of South and South-east 
Asia, hy Richaid H Grove, Vinita Dainodarun and Sutpal Sangwan (cds). Oxford 
University Pic.ss. New Delhi, 1998; pp lO-Sh 
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huu lolnnial fniestry could in fact be 
i>xirfi<u'l> 'unscientific’ British forester 
soiii'lii U) exclude shiiting cultivation in 
I he esiom ghats hv aiguing that valuable 
leal and ntlirrhard woods were destroyed 
In Its natutal state, however, the forests 
was so dense that such hardwoods were 
iinahle to glow, they only cxist»J because 
these pcrfpatetiL cuhivators were con- 
tinualK ele.uing the torcst providing the 
neeessai Y ecological niche The dogmatic 
ban on shilling eultixalion was therefore, 
according to Suhash ('handra, completely 
counter productive line Meyer provides 
a valuable diK unieniation of the terrible 
enviroiimcnial rtlccts oi the development 
()l tea plantations in .Sii Lanka Vinita 
Daniodaran show's how forest enclosure 
led to devastating laniiiies in Inrcsl le¬ 
gions winch had never pieviously been 
known losulterhighmoiialitydunng years 
ol dtought I’leis Viiehsky ptovidcs a very 
intcicstmg anthropologist's view ot how 
detoresiution and the tesulting changes in 
lilestvie can at tec t co anologu al belicts 
The geneial consensus ol the collection 
IS that - conlraiy to wh.ii loiesters claimed 
- indigenous lorc.sl-usei s cannot he blamed 
in any rna|oi way lot the ilelorestntion of 
IhisiegioimvcrlhcpaM twoceiuuries Tlu' 
one nelson to aigue otherwise is lidwatd 
Havnes in a chaptei on detoiesiaiion in 


Rajasthan and Guiarat. He claims that In 
the Gujaral-Raiasthan border region there 
was considerable destruction of forest by 
shifting cultivators in the period after 
around IXhO He relies for his evidence, 
however, on disparaging statements by 
colonial olficials about this form of culti¬ 
vation This IS the very sort of evi^nce 
winch othei papers in tliis volume show 
to he highly dubious. This part of India 
IS in (act one which I have researched 
myscit III sonic depth, and from the 
cvideiiee 1 have collected 1 would argue 
that there was minimal deforestation in 
this legion befote Indian independence in 
m47, since when it has been rapid For 
blame, we need to direct our attention to 
tinibei dealers, politicians and lore.st 
ollieials latlier than local tarmcis 
\s a work which ItK'uses on colonial 
loresihist(>i\ ot south and south east Asia, 
till • Is a valuable collection of essays winch 
eoiisolidiUes oui knowledge on the topic 
The en\ ironinciual history ol lhc.se regions 
docs noiot ionise begin and end with the 
forest In this volume there are chapters 
.ilso on luiniiiig in the Nilgins hy M .S .S 
Panduin the e(ologicul eitccis ol coal 
mining in fiili.n hy Manka Vicviany and 
ilie m.iinu eiiMronmcni oi the Maluku 
islands ol Indonesia by Charles Zerncr 
Riihard (iioie himself is al piescnl 


investigating the global effects of the El 
Nino phenomena over the past several 
centuries, seeing how it has caused 
droughts and environmental and even 
political crises, one of the chapters in this 
collection presents some of his initial 
findings in this respect. Although 
■suggestive, the dangers of an environ- ^ 
mental determinism become apparent 
when he seeks to connect the severity ot 
the political crisis in revoluuonary France 
with the exceptionally severe El Nino of 
1791. He also claims that Uie El Nino of 
1877-79 caused .severe famine in India, 
when in tact the famine was in 1876-77, 
before the El Nino. Another important 
area oi the cnvimnmental history of this 
region which is only slightly examined in 
this collection IS that ot water resources 
The editors accept that there is a lacuna 
in this respect in their introduction The 
only two chapters to locus on the topic 
are tliosc by RanabirChakravarti (or former 
provides only a very broad .survey, the 
latter an excellent and detailed study oi 
irngaicd rice agriculture. There is nothing 
on (his topic iorihe colonial pennd. despite 
excellent woik iiilhc ticldover many years 
by di.stinguished scholars such as f:li/aheth ' ■ 
Whitcomhe. Ciillord Geert/. Imran Ah. 
Nirmal .Sengupia. David tiilniartin. Anil 
Agurwal and manv othei s 


Visiting Scholars / Fellows ~ Opportunities for post-doctoral work at the 

Uttara Devi Resource Centre in Gender and Development (GENDEAVOUR) M S Swaminathan Research 
Foundation. Chennai, India. 

For scholars witfi stir.ng interest in a combination of academic and development work, a doctoral degree in 
a relevant disciphne and experience/specialisation in gender studies. For the period 1999-2001, priority is being 
given to the following areas Gender and Biodiversity. Gender in Agricultural Studies; Gender in Livelihoods/ 
Environment Peiiod ot (our to eight months - by mutual understanding 

Responsibilities taken up may range from organising workshops, developing and running training courses to 
designing and initiating research, (including long-term collaboration) as well as interacting with staff, participating 
in ongoing academic activities, and mon'tonng/evaluating projects at M S S.R F which incorporate gender 
dimension as part of the mandate of the Resource Centre Time and facilities to pursue own academic interests 
related to the frame of reference will be available 

Terms negotiable, facilities excellent, assigt.ment challenging, with opportunities to travel and to interact with 
other institutions However, for scholars now lesiding abroad, travel funds to and from India will have to be sought. 

For Annual Reports of the Resource Centro of the M S Swaminathan Research Foundation, and other publications, 
see our web.site vw.’ mssrf org 

Contact; Mina Swaminathan at M.S. Swaminathan Research Foundation, 3rd Cross Street, 
Taramani Institutional Area, Taramani, Chennai - 600 113, India. Ph, 091 - 044 - 2351229, 
2351698, Fax 091 - 044 - 2351319, E-mail; MDSA/\A51@giasmd01 vsnl.net m 
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SPECIAL ARTICLE 


Residual Illiteracy and Uneven Development -1 

Patterned Concentration of Literacy 

I>en/.il Saldanha 

Litetacx campaigns in India have found resnuime Jrom two ref(ions - the uihan area't of relatively high 
literur\ and the iiiial areas within underdeveloped legions. This studv analvws data lo undetstand residual 
illiteracv in the i ontext id uneven development It /v published in three parts 
The first part analyses the distribution of literal \ ai ross states and union leiriioiies of India and also across 
distrii ts, and studies Maharashtra and Goa in depth The si eond part studies literacy in the context of socio- 
demogiaphti, health, socio-econoinic and edmational characteiistics. The last part rcvievis the trends in 
literac\ campaigns - then sui cesses, problems and stiaiegies, andpiesents theoietiral generalisations relevant 
to basic ediicatiimal interventions in the i ontext of uneven development 


1 

Introduction 

riib account ol >.onicnipoiary lilctaiy 
.'anipaigHN in India siiiic is paitly a 
>ti<ry ot voliiiitaiy people's paitKipatuiii 
ind Lultui.d awakening' It is in |iait a 
laiiutive ot the icsisiaiuc ot iwo regions 
o llic literacy (.anipaipii approuih - the 
jihan du-as ot iclalivciy hi}!li literacy and 
III' iiiial aicas wiihin undeidcvelopccl 
cgioiis. os|K'ciaHy in the iioilhern belt 
rhii- study attempts .in undeistanding ot 
he toiniei scenaiio ol residual ilhteiacy, 
oc.ttnig tiu' analysis within a laiger context 
>1 uneven development The analysis ot 
vsidualilhlcrai.y cannot leinainiinielaled 
o the lattei legions ot mass illiteracy 
It IS ironical that liteiacy camiiaigns 
‘iicinmteied a contextualised icsistnnee 
lotnll'." aieas that.on the surlace, reqiiiied 
hem the least, as well as tiom parts ol 
he couiiity wheie the objective need loi 
iteincy was the most - at two ends ol a 
•peciruniol ititeiventnni. as it weie This 
.uggests a need loi a readjustment ol the 
.ampaign style in a mannei that is lai more 
»ensilivc u» the contexts ot intervention ' 
rheparticularcharaeteiisticsol the Kciala 
itodcl ol literacy campaign were nevet 
mended lo he applied across the board 
hroiighout the nation ^ et there has bevn 
nadequate reflection on those aspects ol 
1 campaign that need to he liiiely tuned 
o contexts of uneven development Fins 
ludy IS a lontiihution in that direction 
There aic seveial reports ol ptoblems 
aced by literacy campaigns in high literacy, 
itban areas The cast* ol Pondicherry, a 
iigh literacy region with tour distncts. 
.erves as an illustration Sundararaman 
1991'19, 20) reports that the degree ot 
laiticipalion in village committc'es wits in 


inverse proportion to then geographical 
distance liom the seat ol government In 
Malic, Yanam .iiul Karatkal, bolh admini¬ 
strative and community support were 
torlhcommg In the outer low hleiacy 
blocks of Poiulicheny the ii'sponsc' was 
less.bulinihene.iiei semi urban aieas and 
in uiban Poiulichenry pro|H*r it was the 
least Political/administiative countei 
pressuies at a laiei stage, the lower degiee 
ot a sense ol community and eonsequeiii 
dillicullies III evolving dc'centtalised 
oiganisatioiul loi ins with acceptable Ick'uI 
leadership aic sl.ited as reasons loi this 
phenomenon .Sustained outreach to 
subgroups through college students is 
suggesied.isu soluiioii.esjxvially iiiuibait 
aieas 

B.ineijee (I ‘)‘J2 449) in a survey oflhiee 
distiicls in West Bengal - Burdwan, 
Birbhum and liankuia identified a lac k 
ol response <tnd sometimes a resistance to 
the literacy caiiijiaigns in the uiban areas 
ol these districts Otlicials attributed this 
to a lack ol mieiesi and time among casual 
labouiers. the indit tercnce ol the municipal 
couricillois and the lumpenisatton o' 
sections of slum dwelling woikets In 
addition, the authoi draws attention to the 
cumpaiali ve lack < >1 social colKtsion among 
inigianis toe ities.iiid towns, orgamsalioiial 
ditficulties with lespecl lo workeis in the 
inlurmal seel.u and the alienation of the 
urban middle class Irom the issues that 
allect the ptair 

Dighe ( 1 99*1) in a study ot women in 
a literacy piojeet in u rcscttlemeni colony 
in south Delh. in 1991, lound that 
mobilisation ellorls had led to extensive 
enrolment and a high degree ot molt vation 
However, only lb per cent ol the sample 
learners who had completed the three 
primers weic able to attain the requited 


levels of literacy lot vanousieawns socio¬ 
economic. otganis<itional and patnarchai 

In acldiiii III to these ptoblems. the literacy 
situation III legions nl lesidual illilciacy 
suggests an urgent v to kuik beyond basic 
*ite'.icy With the 1991 national literacy 
i.ite standing ai .i2 2 |iet cent and the 
probability ol at least a lOpei cent inciease 
111 hteiacy ovei the decadal penod by the 
liiin ol the century several states and 
distric ts .IP* likely to enter the high htcraev 
hiat kei What isthequahly ol this literacy'’ 
How functional is it in terms ot economic 
cut It leinents'* Whal are the means to sustain 
and eiihaiice this level of basic education'' 
These .lie tnajoi concerns There is also 
the leal possibility ot a ’neo-illiteracy* 
being generated among the marginalised 
in ihe informal secioi during the priwess 
of lapid urbanisation that is underway. 
u)ntiibutedb>aiel.ipsctiomsenii-litciacy, 
inadequate access to a stretched primtiry 
ediK ation s> stem and lot lack ol continuing 
ediic ational lac ihties linked locinploymcnt 
geiiefation 

Ccniies of uibanisation have become 
mcieasingly imporlaiil nodal units 
medi<iiing between their rural hinterland 
and uniestrained globalisation pruce.s.scs 
bi'iuglii about by a revolution in techno¬ 
logy . in formation and c ornmunication, and 
by the power ol dominant economic 
svsteiiis rite marginalised rcquiie the 
enabling skills ol literacy to cope with 
these hegemonic sv.stcnis and to be able 
tooller aei itiquc in tuvourol more eqttilous 
and detiitK'ralic entitlements 

Defining Ihe residual with leference to 
ilhieiiicy and idcniilying regions ot mass 
ilhieiiicv calls lor a pnicess ol categoris¬ 
ation ol staics/districis w ithin the country 
Categoiisation is itsell relative to context 
and has necessarily be specific to country 
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situation and the stage of development of 
litcnic> Absolute cross-national norms, 
while perhaps being necessary for reasons 
of lompanson, have a major limitation as 
tegards interventional relevance. 

For the purpose of this exercise we have 
arrived at a range ol national level varia¬ 


tions of literacy rate of 76.51 per cent, 
from the highc.st literacy rate district of 
Kottayam (9S 8 pei cent) in Kerala to the 
lowest Jhabua (19.01 percent) in Madhya 
Ptadesh Dividing this range into three 
equal intcivals of 25.57 per cent we get 
the lollowing contextualised categories 


applied to statesand districts in the counuy, 
after rounding off the literacy percentages: 
0-44 per cent literacy rate categorised as 
low literacy rate,45-69 percent as medium 
and 70 per cent and above as the high 
literacy catcgoiy. States anddistncts within 
the country falling at or above the literacy 


Tauu 1 iNUiAtSTATOi ANO Union Tcvkikirii.M lmKA,'v Ratts r>r 1981 and 1991 ry Ssx, Kigion anuCommuniiy 


(ll (2) 


Lilcraey Rate fm 1981 (74 Age Gmupi 



Uleraey Rate tut 1991 (7-1 Age Group) 



Region 

Cuinniuiiily _Total 

SC S‘l Noi^SCyST 

(7) (81 (9) (10) 

■ ■“ 

cx_ _ 

Female 

(12) 

Region 

Community 

Total 

Mall 

(4) 

Female Rural 
(4) (5) 

Uthan 

(6) 

M.ile 

(II) 

Rural 

(13) 

Urban 

(14) 

SC 

tl.5) 

ST Non-.se/ST 
(16) (17) (IX) 

High Literaiy Kate Stales (70 per cent 4-) 













1 Keiala 

87 7 

7.5 7 

80.4 

87 3 

67 2 

44 0 

847 

81 6 

93 6 

86 2 

88 9 

92 3 

79 7 

57 2 

91 3 

89 8 

? Mi/uroin 

79 4 

68 6 

69 5 

88 4 

98 7 

74 9 

77 8 

74 2 

85 6 

78 6 

72 5 

93 5 

77 9 

82 7 

74 2 

82 3 

.) laikshadweep 

HI 2 

55 4 

65 3 

72 0 


6(i 4 

97 9 

68 4 

90 2 

72 9 

78 9 

84 0 


80 6 

64 6 

81 8 

4 Chandigaih 

78 9 

69 4 

54 7 

76 2 

47 I 


•»9 4 

74 8 

82 0 

72 3 

59 1 

79 9 

55 4 


82 0 

77 8 

S Cma 

76 0 

5.5 2 

61 7 

74 0 

47 4 

45 5 

66 4 

65 7 

816 

67 1 

72 3 

80 1 

58 7 

42 9 

75 9 

75 5 

h Delhi 

79 > 

62 6 

58 0 

73 0 

49 7 


76 8 

71 9 

82 0 

()7 (1 

66 9 

76 2 

.57 6 


79 2 

75 3 

7 Pondichetry 

77 1 

.54 0 

.57 2 

72 2 

41 6 


69 5 

65 1 

83 7 

65 6 

65 4 

79 9 

56 3 


78 3 

74 7 

8 A and N Islands 

, 701 

.54 2 

58 2 

77 1 


4.’ 7 

6s 9 

63 2 

79 0 

65 5 

69 7 

81 7 


.56 6 

74 8 

74 0 

9 Daman and Diu 

74 V 

46 5 







82 7 

59 4 

61 6 

81 6 

79 2 

52 9 

72 9 

71 2 

Mean 

85 1 

72 4 

78*1 

79 4 

58 7 

(.0 0 

81 7 

78 8 

89 9 

81 0 

86 8 

84 8 

70 9 

74 6 

87 8 

85 5 

Range 

174 

29 2 

25 6 

164 

57 1 

48 4 

42 0 

184 

14 6 

26 8 

29 X 

17 3 

24 4 

49 8 

26 7 

186 

Medium l/lteracy Rate States (45-69 per renti 













10 Maharashtra 

1)9 7 

41 0 

46 8 

72 5 

44 2 

10 9 

5<) 5 

55 8 

76 6 

52 4 

55.5 

79 2 

56 5 

46 8 

69 1 

64 9 

11 Himachal 

















Pradesh 

64 « 

47 7 

49 1 

7(. 1 

40 2 

44 6 

56 1 

51 2 

75 4 

52 1 

()I 9 

84 2 

5 4 2 

47 1 

68 6 

63 9 

12 Tamil Nadu 

68 1 

404 

46 2 

71 1 

47 4 

28 1 

.58 6 

.54 4 

73 K 

51 4 

546 

78 0 

46 7 

27 9 

66 8 

62 7 

n Nagaland 

58 6 

40 3 

46 2 

71 8 


47 9 

(>2 0 

.50 2 

1)7 6 

54 8 

S7 2 

83 1 


60 6 

68 4 

61 7 

14 Gujatat 

65 1 

.48 5 

44 7 

68 8 

48 t 

.’9 6 

St) 6 

52 2 

74 1 

48 6 

54 1 

76 S 

61 1 

46 4 

6s 9 

61 3 

15 Tripuia 

61 '• 

48 0 

46 2 

81 7 

41 1 

)| 1 

61 9 

50 1 

70 6 

49 7 

56 1 

84 1 

56 7 

40 4 

72 9 

(i0 4 

16 Manipui 

64 1 

44 6 

45 6 

60 6 

41 8 

^•’9 

50 4 

49 6 

71 6 

47 6 

Ss 8 

70 5 

5(>4 

546 

64 t 

59 9 

17 Pnniah 

5.5 6 

49 7 

42 5 

62 9 

4i 2 


54 4 

48 2 

6' 7 

50 4 

52 8 

72 1 

41 1 


6) 1 

58 5 

1H West Bengal 

5«)*) 

46 1 

40 9 

70S 

.42 2 

Jl 0 

55 9 

48 7 

67 8 

46 6 

50 5 

75 4 

•42 2 

27 8 

65 0 

5/7 

19 .Sikkim 

54,1 

27 4 

47 6 

62 4 

45 6 

40 6 

42 4 

41 6 

65 7 

46 7 

54 4 

80 9 

‘ 1 (' 

59 0 

57 4 

56 9 

20 Kainamk,! 

58 7 

43 2 

48 8 

64 4 

28 ' 

278 

SO 7 

46 2 

67 4 

44 3 

47 7 

74 2 

48 1 

.46 0 

60 6 

56 0 

21 Haryana 

S8' 

26 9 

48 1 

64 7 

28 0 


47 7 

44 9 

69 1 

40 5 

49 9 

74 7 

39 2 


59 8 

55 9 

22 Assam 









61 9 

4.1 0 

49 4 

79 4 

53 9 

49 2 

544 

52 9 

2.4 Meghalaya 

46 6 

47 2 

45 5 

72 I 

44 8 

49 <> 

540 

42 1 

54 1 

44 9 

41 1 

81 7 

44 4 

46 7 

62 9 

49 1 

24 Onssa 

56' 

25 1 

48 4 

61 6 

29 2 

20 .S 

si 0 

41 0 

63 1 

34 7 

45 5 

72 0 

.46 8 

22 4 

61 6 

49 1 

Mean 

62'; 

.46 4 

42 8 

69 I 

'7 8 

.41 1 

S4 1 

50 0 

70 2 

47 4 

si 6 

7b () 

45 4 

.45 4 

M 7 

59 1 

Range 

24 1 

159 

146 

21 1 

20 4 

2/ 1 

19 7 

14 8 

2 4 5 

20 1 

20 8 

1 4 7 

24 4 

48 4 

19 5 

15 8 

Low Literacy Rate States 

(0-44‘li 1 














25 Madhya 

















Pradesh 

48 4 

19 0 

27 5 

60 4 

25 1 

I/O 

12 4 

4-t 2 

58 4 

28 9 

45 9 

70 8 

45 1 

21 5 

54 S 

44 2 

26 Andhra 

















Pradesh 

4f 

24 2 

29 0 

.57 S 

2.4 5 

14 6 

49 7 

.45 7 

55 1 

.42 7 

45 7 

!)(• 4 

31 6 

17 2 

48 1) 

44 1 

2’’ Aiiin.ichal 

















Pradesh 

4S 1 

i4 0 

74 2 

57 9 

41 8 

18 ; 

41 1 

25 5 

51 5 

29 7 

47 0 

71 6 

57 3 

44 4 

53 8 

41 6 

28 Uttar Pruilesli 

47 4 

172 

29 2 

52 0 

21 1 

26 6 

46 6 

3.4 -4 

55 7 

25 4 

46 7 

61 0 

26 9 

35 7 

45 5 

41 6 

29 D and N Havcii 44 7 

20 4 

40 7 

60 2 

57 2 

22 9 

70 4 

32 7 

536 

27 0 

47 0 

78 4 

77 6 

28 2 

85 9 

40 7 

40 Rajasthan 

44 X 

14 U 

23 7 

54 1 

19 7 

I,) 0 

45 0 

30 1 

55 0 

20 4 

40 4 

65 3 

26.3 

194 

44 8 

486 

4! Bihar 

46 6 

16 5 

28 4 

.58 0 

16 2 

22 8 

<6 0 

.32 0 

525 

22 9 

43 8 

67 9 

19 5 

26 8 

44 I 

.38 5 

4? J and K 

•M2 

19 6 

27 6 

51 6 

28 4 


i.4 1 

42 7 









Mean 

47(1 

18 2 

28 I 

55 8 

21 6 

185 

47 4 

33 2 

55.4 

26 2 

3.5 1 

6.5 5 

27 4 

22 1 

46 7 

41 5 

Range 

14.1 

10 2 

7 5 

87 

41 0 

140 

47.4 

10 2 

6 9 

12 3 

6 6 

174 

58 1 

18 5 

42 8 

5 7 

India Mean 

56 4 

29 8 

37 1 

64 8 

40 6 

25 6 

48 7 

4.4 o 

64 1 

39 4 

44 7 

73 1 

37 4 

29 6 

.57' 

?2 2 

Range 

52 6 

61 7 

57 1 

.46 8 

82 5 

Ml 1 

(••I 8 

56 1 

42 1 

65 8 

58 5 

32 5 

60 2 

65 5 

48 2 

-sTs 


I ^ln the stale ol J.iniiii>i jnil Kashmir icnsus sun-ey nul conducted for Iik* ycui |9<l| untl lui AsNdiii in 1981 

1 Culuinn .S-9 Ildl,^ *01 literacy lates in the population */ .md ali'ivc age proup wa» not available caAtewise and rugionwiiie tor 19Ki It is calculated 
consiilennp the (lillerenccN between net literacy rates in (he population aged 7 and above ami 5 and above lor the total population tor 1981 
whu h r. 'iCdi d 10 the net litriacv r.iics for the pupul.iii in S and above by community and region foi the same year 
t Uala toi union temlory oi tiainan and l)iu i.. included in (bra .slate for ihc year 1981 

4 No ca.stes wcie scitcduled for the states of l.ak.shdwc'cp, Aand N Islands and Nagaland 

5 No inK's W(*re scheduled fot the slates ot Chandigarh, iKdhi. Pondicherry, Punjab. Il.iryana and Jammu and Kashmir 
Sour, ei t'ols t - 4 and 10 NIAh. Slatislieal Database for 1 jleracy, I99|, Vol i. New Delhi. 1992, hu.scd on Census data 

Cols S - /) Based on Census ol India 1981 Primary Census Atisiract, India, General Population Part U B fi) 

( oh 7 9 Based on Census ol India 1981. Priniaty Census Abstract. India, S C and S T Population Part II B (it) (in) 

Cols i I 14 ami 18 NIAb .Statistical Database foi Lunacy, 1991, Vol II, New Dethi.i'993, based on Census dam 
< i.I' IS - 7 Rased on Census ot India 1991, Final Population Tables, Senes-I, Paper I id 1992 
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rate cut-ol‘t point of 70 per cent for the 
age group nfseven years and above would 
thus be termed regions ot residual ilhteiacy 
lor the purpose ot this study 
A hypothesis ot this article is that non- 
literate persons living witlnn these areas 
^experience-specific problems in then 
access to education and require literacy 
interventions that are suited tothe contexts 
ot relative development of these regions 
Different cntciia have been used in 
classifying statcs/disiricts according to 
literacy latc Kurkal (1991.232) classifies 
them on the basis of iheii being above and 
below the national moan Bose (1991.9. 
94 1 using piovisional 1991 census data, 
arnves at three mapir categories that take 
into consideration a combination ot male 
and temale literacy rates This results in 
eight sub-categnrics in all. ranging from 
districts that have both male and temale 
literacy rales above 15 per cent to lho.se 
that have both below 2.‘> per cent Jolly 
(1992 22). also u'liig piovisional 1991 
ccmsiis data, suggests a livctold cale- 
goiis'uioii ot districts langing Ironi those 
that have hieiacv tales ot 65 [icr cent or 
^.noic to those that tall below 20 jxt icnl 
Ka)U(|9(>X)and]oll\ tl992 IS) point out 
ihal despiic the spatiiii chaiactei ot the 
ihspaiity heiwcenmak ami temale Ineiacy 
lates. the two aic highly coiti-laicd I'heie 
appeal s lobe no special value in me liuling 
temale literacy laie as a separate element 
m (he classilKation considering the 
complexity ot thce\erv.isc Thecnteiij lor 
t.lassitnation which one has adopted and 
which have hern applied uniloimly lo 
stales, uiiitm tcrritoiies and districts. 
lecommendthcm.selve^ loi iheii simplicity, 
contextualiiy and telcvance, 

I'hisart.i. le is div ided into nine sections 
It begins with an analysis ot literacy laics 
^in I9HI and 1991. their growth over the 
peiiod and diiler>'nces across gender, 
icgion and community in Section 11 The 
discussiunis c onducted I or slates, national 
level distnets imd - hy w ay ot more concietc 
illustration toi regions ol tcsidual illiteracy 
- di.stnct.s within the relatively high literacy 
states ol Maharashtra and Goa in Sections 
Ill and IV Tlie need tor ccimprehcnduig 
literacy, and hence literacy intcrventK'ns, 
within a Complex system ot structured 
uneven development is addressed in 
Sections V and VI. Literacy rates are seen 
in their relation to stK'io-dcmographic. 
health, socio-economic and foimal 
elementary educational charactensiics 
Thc.se indicators have been .selected on the 
bases of relevance and availability ot such 
data appioximating the .status ol (he 1991 
* census The datacentn'd around 1991 may 
appear outdated But it illustrates the 


uneven developmental basis for subse¬ 
quent intciventions in batiic education. 
The year 1991 otters a u.seful baseline tor 
undei standing the iclation bctwc’cn literacy 
and uneven development for that was the 
approximate point lor the take oft of the 
hieiacy campaigns The initiation ol the 
new economic |kiIicics ot privatusation. 
hberahsation and globahsalion might also 
be dated I mm that period Section VII 
discusses the impact ol the literacy 
campaigns within a contiguiation of 
uneven developmental forces on the basis 
ot ult u'lal data tnim the internal montlonng 
systcmsol thceampaigns Thccoiiclu.sions 
tiom our own esteinal evaluation studies 
ol selected di.stntts in Maharashtra and 


Goa which are salient to constraints and 
strategies within regions of le.sidual 
illitciai > are drawn upon in .Section VIII. 
lamitod data tn>m othci amas ol inter¬ 
vention nie also u.sed lo ariive at some 
theoretnal generalisations in Section IX. 

Throughout the text, (he analysis is 
conducted us lar us po.ssihle lot gender, 
legion tuiral-iiibun) and eommuniiy tor 
I9SI and 1991, al the level of .sikio- 
temporal eontextualisatioii. lor states, 
countiywide districts and tor distnets in 
Mahutashtra and Goa. to bring in the 
dimension ol socio-ielatunial space and 
levels ol oiganisation/administraiion; 
and lor the categories ol high, medium 
and low literacy rate aicas. taking into 


IaHII 2 IstilA (.SlAllS ANI> IIniOnTihIKIRKIISI ImRaSiX KlIilONANI) CllMMl'Nin 
(iROWIH IN I.IILRV('1 RaIISIROM I9KI Id I9*)l 


.Sl.i(cs/lITs 

Sex 


Regicin 


C'oiiimuniis 


Total 


Male Fcitialc 

Kiiial 

(iih.in 

sc 

■SI Non 

•sc/sY 


(1) 

(21 

t.M 

(4) 

(S) 

«■) 

17) 

l8) 

'9) 

HiKh IJleraiy KhU' Stales 170 per cent a-) 






Keiala 

S9 

10 S 

X6 

SO 

125 

142 

7 b 

82 

Mi/iirain 

(>2 

10 0 

1 0 

.S 1 

-20 K 

88 

tb 

8 1 

Lakshatlwccp 

VO 

17b 

ltd 

12 0 


14 2 

ft t 

n 4 

Cluiiiiligarii 

1 1 

to 

14 

t 7 

8 t 


2 7 

to 

Cilia 

7(> 

119 

10 Cs 

(1 1 

II t 

7 4 

9 S 

98 

Delhi 

s 7 

4 4 

8 9 

t2 

1 9 


•>4 

t 4 

roiidithetiy 

Oh 

126 

82 

7 7 

14 7 


8 X 

9 6 

Andamoiid and 









Nicohai Islands 

K7 

12 t 

II s 

tb 


no 

8 9 

9 8 

IXuiian and Uiu 









Mean 

JH 

X X 

8 X 

4 4 

122 

lib 

b 1 

6 7 

Ranee 

h » 

14 h 

10 6 

KX 

IS S 

b8 

42 8 

10 4 

Medium I.iieracy Kate .State.s (45-69 

percent) 






Miiharashlia 

0 9 

II t 

87 

b7 

12 t 

S 9 

9 b 

9 1 

Himachal Pradesh 

II 1 

144 

128 

X 1 

no 

I2S 

1? S 

127 

1 aiiiil N.idu 

S / 

109 

X 4 

h 9 

9 4 

-0 2 

8 ^ 

K t 

Nagaland 

9 0 

14 s 

It 0 

II t 


12 7 

b 4 

II S 

(!n|.ual 

xo 

10 1 

X 4 

77 

12 8 

ti 8 

9 1 

9 1 

Input a 

9 1 

II 7 

(1 g 

1 4 

ISb 

9 t 

II 0 

It) t 

Manipur 

1 S 

no 

10 2 

9 9 

lib 

S 7 

1 1 1 

io.t 

I’uniah 

10 1 

10 7 

to 7 

9 2 

9 9 


10 7 

It) t 

West Bengal 

7 9 

III s 

9 6 

4 8 

10 0 

t. X 

9 1 

9 0 

.Sikkini 

12/ 

19 1 

16 X 

18 S 

IS 1 

18 4 

IS 1 

IS 1 

Karnataka 

Xfi 

II 1 

S9 

9 X 

OX 

8 '2 

9 9 

08 

Haryana 

III hi It) 

II 8 

9 0 

II 2 


12 1 

12 0 


Assam 









Meghalaya 

S 

7 7 

Sf 

9 h 

!0S 

7 1 

9 9 

1 (1 

( )ns.sa 

(1 h 

9h 

7 2 

10 4 

7 b 

1 S 

It) b 

X 1 

Mean 

7 S 

111) 

8X 

7 S 

7b 

4.’ 

10 b 

9 1 

Range 

7 0 

II h 

II 2 

17 1 

8 0 

18 b 

87 

X .1 

Low Literary Rate .Stales tO-44 

per c*cnl) 






Madhya Pradesh 

10 0 

99 

X t 

ID S 

9X 

4 S 

12 1 

100 

Andhia Pradesh 

K ^ 

X S 

6 7 

8 b 

8 1 

tb 

89 

84 

Atunachal Pradesli 

ih 1 

1.S7 

Ith 

117 

15 S 

IS 7 

12 7 

lb 1 

Uttai Pradesh 

K .1 

X 1 

7 s 

9 0 

S 8 

9 1 

8 9 

8 t 

Dadru and 









Nagai Haveli 

X9 

6 h 

6 t 

18 2 

20 4 

5 ^ 

IS S 

8 0 

Kaiasthun 

10 2 

64 

(.7 

II 2 

bb 

< t 

9 8 

X S 

Bihar 

S 9 

6 4 

S S 

9 9 

11 

4 0 

7 1 

b S 

Jatiiinu and Kosliniii 









Mean 

X » 

XO 

7 0 

97 

S 8 

1 b 

9 4 

8 t 

Range 

105 

9 s 

X 1 

9 b 

1/ 1 

12 t 

84 

9 6 

India Mean 

77 

9S 

7b 

8 t 

bS 

4 0 

9 1) 

8 b 

Kunge 

117 

Ki s 

It X 

n 1 

41 2 

18 0 

48 X 

n 1 


Noll V Same as in 1 ahlr I 
Simrtt\ Same as in Tohic 1 
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itccoum the value of scripted symbolic 
systems in varying degrees of density. It 
IS thus that an investigation of literacy as 
a symbolical system ol communication 
becomes also an interrogation of the 
categories ol scientific disemirse in its 
relation to literacy 

II 

Literacy across States 

Table I presents a categonsation of the 
states and union territones (henorforward 
the term states includes union territones, 
as applicable) according to a descending 
order of literacy rates <1991 Census) 
depending on whethci they are ‘high' (70 
per cent +). 'medium' (45-69 per cent), 
or 'low' (0-44 per cent). Literacy rate data 
tor the stall's arc provided according to 
sex. region and community tor 1981 and 
1991, and ior the comparable age group 
of seven years and above 

The 1991 dataforthe relevant population 
(col 18) suggest that nine out of the 32 
states tall in the high lileracy category The 
range is fnmi Kerala with a literacy rate 
ol 89 8 per cent to Daman and Diu with 
71 2 per cent These states could clearly 
be said to be conimnting the is.sue ot 
residual illiteracy within a band where 
literacy rales vary over a wide range of 
18 6 percent Thecategory of high literacy 
states/distncts might be termed as the '7onc 
of lesidual illiieri'cy’ The range of van- 
ation IS high as compared to that of the 
2.5 medium literacy rate states (IS.8 per 
cent) and especially the range of the eight 
low literacy late ones (5 7 per cent). The 
latter eight states - Madhya Pradesh. 
Andhra Pradesh. Aninachal Pradesh, Uttar 
Pradesh, Dadia and Nagar Haveli, Raja¬ 
sthan, Bihar and Jammu and Kaslimir. in 
thatdesccmlingordci ot I teraey rate - are 
faced with the daunting context of mass 
illiteracy and stand clustered towards the 
upper end of a category which might be 
described as the ‘/one of mass illiteracy' 
(jiven the liteiacy trends over the last 
census decade, however, they could well 
enter the medium category by the yeai 
2001 .just as the statc.s ol Haryana, Assam, 
Meghalaya and Orissa did in 1981 As 
regards the category of medium literacy 
rate states, one could expect about half 
the numbei ol these states with literacy 
rates of 60 percent and above in 1991 
to move into the high category in the 
near future With the additional cflorts 
ol the Itteiacy campaigns and pnmary 
education initiativev es en those states with 
a litciacy rale ol SS per cent and above are* 
likely to do s<> Stale.s/di.stricts falling 
within this medium literacy category are 
chaiacleiiscd by the phenomenon of 


‘transitional illiteracy*, given the highest 
gretwth rates of literacy within this category 
and the movement of .staies/distncts into 
and out of it 

The probable scenario by the year 2001 
is that I wo-th II ds of the states in the country 
would tall within the category of higii 
literacy late with residual illiteracy, 
resulting in a polansaiion with the states 
characieiised by large population sixc and 
mass illiteracy, the latter states being 
additionally burdened with gendei, re¬ 
gional and communal dispanlies m literacy 
This tentative sketch will be more clearly 
manliest fmm the following analysis 


Some conclusions stand out from the 
1991 Census data for the country as a 
whole the very low mean female literacy 
rate (39 3 per cent) varying over a wide 
range (65 8 per cent); the comparatively 
high urban literacy rate (73 1 per cent) 
varyingovera low' rangeot state differences/t 
(32 ^ per cent), and the extremely low 
rates ior scheduled castes (SC- 37.4 per 
cent) and scheduled tribes (ST; 29.6 per 
cent), a.s compared to that of the general 
population ol non- SC-ST(57.7 percent) 

In the category ot high literacy rate states, 
the mean lilciacy rale for rural areas is 
suiprisingly slightly higher(86 8 percent) 


Tahii .t India (SiAfi'SANi) IKioNliKmiMRics) Intka Slx , RkiIiin and CosiMUNin 
DimRiNiiAis IN LiiLKArv Rails!OR 1981 and 1991 


Slalcs/Ufs 


Sex 


_Kejiiim 


C'Diiiniunity 



1981" 

1991 

Increase -* 

1981 

1991 

Increase * 

1981 

1991 

Increase + 

in 

(2) 

(1) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9| 

(10) 

High I.iti'racy Kate States (70 per r>.nl +> 







Kciala 

120 

74 

46 

7 0 

14 

-16 

17 1 

119 

-1 2 

Mi/oram 

10 8 

70 

18 

18 9 

21 0 

42 t 

10 9 

-8 5 

• 24 

Ijkshadweep 

2.5 9 

171 

-8 6 

6 7 

5 1 

- 1 6 

24 8 

•16 0 

-40 8 

Chaivligaih 

96 

9 7 

-lO 1 

21 5 

20 8 

-0 7 

29 1 

20 5 

-28 

Cnia 

20 8 

16 5 

4 1 

12 1 

7 8 

4 S 

17 8 

17 1 

-0 5 

IHihi 

16 7 

15 0 

1 7 

15 0 

•) 1 

-57 

24 (i 

21 6 

-1(1 

Pondicherry 
Andaniand and 

24 1 

IK 1 

-6 0 

15 0 

9 1 

5 7 

2(6 

21 6 

10 

NiLiihar Islands 

17 1 

11 5 

-16 

189 

12 0 

-6 9 

21 8 

18 2 

-16 

Daman and Diu 

28 0 

71 1 

47 





11 5 


Mean 

128 

89 

19 

09 

-10 

-19 

IK 8 

12 1 

-6 7 

Kangi 

184 

16 1 

87 

14 8 

176 

9 0 

40 2 

42 S 

412 

Medium Literacy Rate Stairs (45-69 per rent) 






M.iharashtia 

28 7 

24 1 

44 

25 7 

217 

2 0 

21 5 

21 6 

+(l 1 

Hiiiidihal Pradesh 

26 6 

211 

-11 

27 0 

22 1 

4 7 

16 6 

16 2 

0 4 

Tamil Nadu 

27 7 

22 5 

-5 2 

24 9 

214 

1 5 

20 6 

21 0 

f04 

N.igaland 

18.^ 

12 8 

5 5 

25 6 

25 9 

4-01 

77 

7 8 

lO 1 

liiiiaral 

26 6 

24 5 

-2 1 

24 t 

214 

0 7 

196 

21 2 

+1 (• 

Tiipur.i 

2.15 

20 9 

26 

15 5 

27 0 

-8 5 

25 9 

26 9 

4| 0 

Manipui 

29 5 

24 0 

5 5 

15 0 

147 

- 0 .( 

1 1 

96 

i8 5 

Puiiiah 

159 

15 t 

-0 6 

20 4 

19 1 

- 1 1 

21 9 

24 0 

1 

West Hcngal 

2.1 8 

21 1 

-2 7 

29 6 

24 H 

48 

2S 1 

25 5 

+0 4 

Sikkiin 

25 6 

19(1 

66 

24 8 

26 5 

+ 1 7 

2 0 

0 1 

+ 1 9 

Karnataka 

25 5 

21 0 

-2 5 

25 6 

26 5 

4419 

21 5 

210 


tlary,ina 

11 6286 

10 

26 6 

218 

-2 8 

18 8 

20 6 

J 

+18 1 

Assam 








2 5 

1 

Meghalaya 

94 

82 

-1 2 

16 6 

40 6 

+4 0 

25 9 

11 1 

+7 2 

Onssa 

11 4 

28 4 

-10 

211 

26 5 

+12 

87 

162 

47 5 

Mean 

26 4 

22 9 

1 5 

261 

25 0 

-1 1 

169 

18 0 

+ 1 1 

Range 

22 2 

20 t 

6 0 

21 6 

25 u 

12 5 

24 8 

11 

10 4 

Low I.llcrary Rate 

States (0-44 

per cent) 







Madhya Pradr.sh 

29 4 

29 5 

4-0 1 

12 8 

14 9 

+2 1 

21.5 

27 7 

+6 2 

Andhia Pi.ulesh 

22 6 

22 4 

-0 2 

28 8 

10 7 

+ 1 9 

18 0 

21 1 

+3 1 

Aiunaclial Pratlesh 

21 1 

21 8 

f07 

14 7 

.14 6 

-0 1 

20 4 

19 2 

-1 2 

lillar Pradesh 

Uadra. d 

10 2 

10 4 

40 2 

22 8 

24 1 

+t 5 

14 7 

185 

+3 8 

Nagar Havcii 

241 

26 6 

421 

29 5 

41 4 

+119 

414 

56 4 

+110 

Ra|a>than 

10 8 

14 6 

t18 

.10 4 

14 9 

+45 

16 1 

>1 4 

+5 1 

Hihar 

10 1 

29 6 

0 5 

29 7 

14 1 

+4 4 

164 

21 0 

+4 6 

Jammu and Kashmir 









Mean 

28 8 

29 1 

40.1 

27 7 

10 4 

+2 7 

21 5 

26 5 

+ 50 

Range 

97 

12 8 

41 

It 9 

17 1 

12 0 

19 1 

56 4 

14 2 

India Mean 

26 6 

24 8 

1 8 

H 2 

28 4 

28 

186 

188 

+0 2 

Range 

22 2 

27 6 

124 

29 9 

18 0 

20 4 

421 

.56 4 

.5.18 


1 .Sjine as in Table I 

2 Ditfereniials relating to community, i e. cols, 8-10. relate to that between SC-ST and oilier'ji^ 
^ Cols K-10 Means are Lali'ulated using pereenuges instead of acuial figures 

Souti e Same as in Table I 
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Tmle 4 bnti* - ClASsniCAiiaN of Disnins in Smies and Union TR*rroMiES ArcoRMNc to LnERACv Ratl (LR). Urban, Scheduled Caste (SC) and 

Scheduled Tribes (ST) Owcentrations. I99t 

States/UTs Literacy Non-Uts High LR (70 per ceni'F) Medium LR (45-69) Low LR (0-44) Districts byRegion. Absolute 
Rates 7 -f Age Dutncts Districts Districts Comniuniiy Total 

(in 00(l's)Urban SC ST Tonil Urban SC ST Total Uiban SC ST Total Urban SC ST Distncis 


High Literacy Rale Slates (70 per cent-F) 


Keiala 

89 8 

2574 

6 

i 

14 



6 


1 

14 




(429) 

(7 i) 

(1000) 



(42 9) 


(7 1) 

(1000) 

Mieuiam 

82 T 

100 

2 

2 

2 


I 1 

2 


1 

1 




(1000) 

(lObO) 

(66 7) 


OOOO) (311) 

(667) 


(laio) 

(lOOO 

laikshadweep 

81 8 

9 

1 

1 

1 



1 


1 

1 




(lOOOl 

IIOOO) 

(1000) 



(1000) 


(1000) 

(1000) 

Chandigaih 

778 

121 

1 

1 

1 



1 

1 


1 




(1000) 

(1000) 

(1000) 



11000) (1000) 


(1000) 

Goa 

75 5 

25.1 

2 


2 



2 



2 




(1000) 


(1000) 



(1000) 



(lOOOi 

Delhi 

75 T 

1911 

1 

1 

1 



1 

1 


1 




IIOOO) 

(1000) 

(1000) 



(100 U)( 1000) 


(1000) 

Pondicheny 

74 7 

176 

4 

1 

4 



4 

3 


4 




(1000) 

(75 0) 

(1000) 



(100 0) (75.0) 


(lOOO) 

Aiulanun and 












NKobar Islands 

710 

61 

1 


1 


1 1 

1 


1 

2 




(100 0) 


(500) 


(100 0) (500) 

(5001 


(500) 

(l(X)0) 

Daman and Dm 

71 2 

25 

1 

1 

1 

1 

1 

2 


1 

2 




(1000) 

(1000) 

(500) 

(1000) 

(500) 

(1000) 


1.500) 

IIOOOl 

Tulal/Meali 

85 5 

5252 

19 

5 5 

27 

I 

2 1 

20 

5 

7 

10 



ll 6) 

(704) 

118 5) (185) 

IIOOO) 

(11 1) 

(66 7) (100 0) 

(66 7) 

(167) 

(211) 

(1000) 






(900) 


(100) 

(160) 

(2 41 

(4 2) 

(1000) 






(519) 


(13) 




(6 6) 

Medium Lileraiy Rale Slalrv (454i9 per cent) 









Malu'ashlra 

64 1 

22985 

6 

2 4 

7 

7 

4 8 22 

1 1 13 

6 

13 

10 




(85 7) 

(28 6)(57 1) 

(211) 

(11 81118 28164) (711) 

11000X3.1) (41 1) 

(200) 

(413) 

(1000) 

Hiinaihal Prude,h 

619 

1566 


1 

1 


K 3 9 


II 

1 

12 





(1000) 

(250) 


(88 9X.13 3) (75 0) 


(9171 

(25 0) 

(100.0) 

rainil Nadu 

62 7 

18075 

1 

2 

4 

9 

11 (7 

12 

15 


71 




(75 0) 

(500) 

(19 0) 

(52 9)176 5) (8(0) 

(57 1) 

(714) 


(1000) 

Nagaland 

61 7 

185 


2 

2 

1 

4 4 

1 1 1 


7 

7 





(1000) 

(28 6) 

(25 0) 

(100 0) (57 1) 

(1000X14 l)(t41) 


(1000) 

(1000) 

(lUjaral 

61 t 

11148 

2 


2 

8 

6 15 

1 2 

10 

7 

19 




(1000) 


(105) 

(53 1) 

(40 0) (78 9) 

(50 08105) (526) 


(36 8) 

(1000) 

1 iipura 

604 

893 





1 1 1 


1 

3 

t 








(113X100 081000) 


(113) (100 0) 

(lOOO) 

Maiiipui 

59 9 

614 

1 


1 

2 

5 7 

1 


s 

8 




(1000) 


(12 5) 

(28 6) 

(714) (87 5) 

(17 5) 


162 5) 

(KXIOi 

Puniah 

58 5 

7041 


1 

1 

5 

10 to 

1 1 5 

12 


12 





(1000) 

(81) 

(5001(1000) (813) 

(1000) (83) (41 7) (1(8)0) 


(1000) 

West Bengal 

57 7 

21907 


1 

1 


9 5 12 

114 6 

12 

6 

17 





(1000) 

(5 9) 

(41 71(75 0841 7) (706) 

(75 0X25 082158151) 

(706) 

(35 1) 

(1000) 

Sikkim 

56 9 

141 





4 4 



4 

4 








(100.0) (1000) 



(l(X)U) 

(1000) 

Karnataka 

560 

16487 

n 


2 

5 

114 16 

2 2 7 

It 

4 

20 




1(0001 


(IU)0) 

(113)168 8X25 0) (800) 

(100 0) (lOOi (15 0) 

(6*«0) 

(200) 

IIOOO) 

Haryana 

55 9 

5889 




5 

12 15 

1 1 5 

11 


16 







(33 1) 

(80 0) (93 8) 

(1000) (6 1) (111) 

(81 1) 


(1000) 

Assam 

52 9 

8477 




1 

10 19 

4 4 1 


14 

21 







45 1) 

(5261 (82 6) 

(100 08174) (4 1) 


(609) 

(1000) 

Meghalaya 

491 

11197 




1 

3 3 

2 2 1 


5 

5 







(111) 

(100 0) (600) 

(l(X) 0X4(101(200) 


(l(X)0l 

(ll'.il)l 

Orissa 

49 1 

701 




1 

1 4 7 

16 6 1 

6 

10 

1 < 







(14 t) (42 9857 1) (518) 

(500)(I()00K46 2)(7 7) 

(46 2) 

(769) 

(1000) 

Tnial/Mean 

59 1 

111910 

15 

8 6 

21 

50 

71 59 161 

10 16 24 65 

89 

hi 

210 



140 7) 

(65 2) 

(14 8) (26 1) 

(1000) 

(107) (4(6X162) (1000) 

(41 7X66 78100 0811 8)(424i 

(.18 8) 

(1000) 






(110) 


(776) 

(114) (520) 

i42 8 

(48 5) 

IIOOO) 






(44 2) 


(68 6) 

(14 7) 



146 5) 

low UterAcy Kal Stales (0->t4 per cent) 









Madhya Pradrdi 

442 

29625 




9 

9 14 20 2 

11 18 25 II 

22 

12 

45 







(45 0) (45 0X700) (44 4) (8 0) 

(52 0872 0855 6824 4) 

(48 9) 

(71 1) 

ll(K)O) 

Andhra Pradesh 

44 1 

11057 

I 


1 

4 

6 2 9 1 

8 5 11 6 

14 

7 

21 




IIOOO) 


(4 1) 

(44 41(66 7X22 2) (19 1) (77) 

(61 5818 5X56 5826 1) 

(609) 

(V)4l 

(1000) 

Aiunachal 












Pradesh 

416 

198 





4 4 

7 7 


1 1 

ll 








(1000) (36 4) 

(I(X)0K616I 


• l(X)()l 

(1000) 

Uttar Pradesh 

41 6 

64769 

1 

1 

1 

’( 

19 1 25 2 

11 17 14 

50 

2 

61 




(lOOOl 

(1000) 

(161 

(44 0) (760)(40) (19 7) (5 4) 

(83 b) i58 7l (206) 

(79 41 

(1 61 

(1001)1 

D and N Havali 

407 

65 






1 1 


1 

1 









(IOOOhIOUOi 


>l(X)()i 

(1000) 


I Cimitlj 
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Tabi I 4 (Ctmid) 


StiHP<./l'f' Ijieraty Nnn-Lits High LH (70per teni-t-) Medium LR (45-69) Low LK (0-44) Uistricts byRegion, Absolute 
Ratev 7i Age nisiricts Diitiicis Oisiricis Community Total Oi&tncte 




(tn (KK) oUiban 

■sr 

ST 

Total 

(•rhan SC 

.ST 

Total llihan 

sr ST Total 

Uiban .SC 

ST 


Raiinlhan 

IHn 

.’|SU7 





i 2 

,5 

4 ( 

|x II 25 

6 17 

14 

27 








(7-> 0) (500X75 0) 

(148) (1501 

(6.5 2847 8X85 2 

X22 2) 165 0) 

(SI 9) 

(1000) 

Uihai 

ts.s 

«2()1> 





t 4 

2 

>< 

7 11 55 

4 II 

n 

42 








. 114) (44 4 X 22 2) 

(21 4) 

(21 2X51 5X78 61(9 5) (26 25 

(51 0) 

(1000) 

Jammu and K.lsIiiiiii 














1 ntal/Mcaii 

41 S 

i8*)717 

2 


1 


<1 40 


71 8 

74 55 159 

41 114 

80 

212 



■ S7 7) 

liaiOi 


(500) 

U(X)0i 

.117) (56 5X166) il(X)()l (5s/ 

(552X58 IXI(X>UXI8 9)1558) 

( 57 5) 

(1000) 







to'll 



(515) 

(6.5 6) 

(52 01 154 8) 

(47 5l 

(l(X)0> 







11 Si 



(5(1 Ol 

(85.5) 



(46 9) 

India Tiilal/Miaii 

S2 1 

12XX79 

tf) 

n 

II 


.52 III 

87 

257 8 

84 69 165 

126 208 

168 

4.52 



ilOOOl 

(69 1) 

<2S0| (21 2) 

IKK) III 

1 (4 61)46 8X56 7) (l(KI()l(4 9) 

(SI 5X42 5kIIX)OX:7 71(460) 

>(56 9) 

(lOOOl 







III 5. 



(524) 

|56 II (100 0)II(X)0)( 1000) 

(l(X)O) 







(KiOili 



(lOOOl 

(KKIOl 



(KXIO) 


Noie\ 11 listriets >ue classified as urhiui. SC ih ST on thi basis ot (lie iicri outage ul respective ptipiil.ituin tieing higher than the natuHial |iciu*ntages. ic Urban 
25 7 SC l(. 5. ST « I 

2 CciLsus was not c imud iml in Jammu and Ka^lllllll in l'i‘) I 

1 Ihehutianrilalpeiientiiges ol districts classilicd as nihan S( si aic isorkcd out l» the total luiillbei ol districts within each literacy categoiyihigh, 
ilK'diuni, low) tin each suite The classilicddisiiii.l |kii tiil,u'( > do not atmiunt to lOOpei rent in soiik' rases liecause ursoiiie ihsliicts (ailing in moiv 
Ilian OIK'categoiy oi because ol some dislncls iiol lalliiig iii ihi,i lassificution rhetnlal ilisincis in each liteiacy category (high medium, low) within 
each stale an.' absolute inlals and an* worked mil .is a (n'lceniai'i' ot the alisolule total disiiii ts in that suite 
Si>un e Ibised on NIAE. Statistii al I latahase lor latiiacv I in.il I'opiilalion and Uleracy, Vol II New Delhi. I I. based on Census ilata 


than that lor urban aioas (K3 X per tent), 
the mean data being .skewed to ihc htghoi 
side by the conipaiativcly latgc luial 
population ot Keiala Tlie mean liletacy 
rate lot this belt ot stales is also sltgliily 
higher toi the ST population (7.^ 6 per 
cent) as compared to the SC’ (70 9 per 
cent) In contrast, the low literacy stales 
ate contiontcd with tlu' (iFoblenisol gendei. 
region and SC-.ST' comniumty. which ate 
mutually rctiiloicing m a depiivutionai 
scii.se, tile literacy rates being as low as 
leinalc 26 2 percent, luial 1.5 I percent, 
SC 27.4 pet tent and S'l 22 I pet tent 
The mean liiciaty rate lot the hightalegory 
1)1 states was as high as 85 .5 per cent in 
1991, as compaied to 59 I pet cent in (he 
medium and only 41 .5 per i enl m the low 
categoty It may he pointed out that while 
there weie only about 5 2 niillion non- 
literales in the nine stales iailing in the 
high literacy categoiy. thcie weie about 
134 niillion and 190 million non-lilerates 
in the medium and low literacy states. 
re.specuvcl) The massive task ahead is 
clearly that ol enabling access lo literacy 
in (he liittci two categories ol stales and 
enhancing leatntng while conlionting 
residual illiteiacy in the lelatively urbanised 
areas ol Ihe high literacy slates and partly 
in the medium lileiaiv ones 
Table 2 indicates gn i wth in lilei acy rates 
iiom 19X1 lo 1991 wiihinlheiategonsed 
stales At the national level the highest 
growth I ate in literacy wjis among women 
(9 5 pcrceni), even liighei than the national 
mean (8.6 |)ei cenl) tin the petiod liven 
though It IS laigely atiiihutable to icmalc 
growth rales in literal.y m the medium 
eategoiv ol Stales, this phenomenon is a 
po.sitivc sign tor the luturc. given that 
women aie (lie laigesi .iKsolulc calcgoty 
with the gu aU'si need Howevei, the rest 


ot tiic data simcesi thul the growth lales 
luvourthe non-.StV.STand (he urban ateas 
as against the luial aieas and the S(' and 
.ST, Ihijs at ting as adiagon the possibililies 
for chiinge rixamming the eategoiics of 
siate.s classif ii'd according to literal y rale 
in gicatei detail, one tinds that the high 
liiet.K> slates ileinonstraie a icvcisal ot 
the abiive iiii'iiiioned tiend wilh (he ST. 
SC population, the females and die tural 
aieas having the highest gtowih laies iii 
that oidei Clearly, these states have 
reached wlui might be termed as a 
'saturation' pmnl with respect to literacy 
within (he opposite sections ot society and 
are addicssing themselves to sections that 
aie in the gie.iiesi need ot lileiacy The 
i.onlia.sting geiidet. regional and coin- 
inunilanan chaiaiieristics ol liteiacy are 
hioughi shuiply inio focus when one 
considers dial in the low literacy states 
ptecisely ibe lewise is due compaiadve 
giowthralesinliic'iacy favout uihanaieas. 
non-SC. ,ST and males in that order Both, 
the polansalional tiends in national level 
literacy as well as ihe sulurational eriects 
in high lilc'ia,.v aic'a.s, relcried to earliet 
in the analysis ot the previous table, aie 
levcaled bv Ihe lileracy growth rate data 
The liteiacy giowih rate of 6 7 per cent 
lor the high liuiacy .stales indicates a 
lapeimg oil iiiiu a plateau as compaied to 
9 I pci cei loi ilie medium and X 3 pei 
cent lot the low literacy states Incidenlully, 
('handigarh in the high bell had the lowest 
giowih laie in literacy (3 per cent) as 
compaied lo Artinac hal Piadesh, with the 
highestoveiallgiowthrate! 16.1 pel cent), 
but m the low belt 

Table t pi.iir.iss the inier-sex. region 
and communitv ditleicntials m liteiacy 
rales tor 19X1 and 1991 lor the diticrent 
state.s Al Ihe mean national level, the 


dilteientiais aic greatest lor region (2X 4 
per cent), sex (24.8 per cent) and loni- 
inunily 1 1X X pci cent), in that descending 
Older lor 1991 While llicie is a docicasc 
in Ihe diifeidices with lespcc l lo the toinier 
two categoiies, (hete is a slight but distui- 
bing inctease in inequalities as tegards 
access to liieiacy between the SC-ST and 
olheis toi the peiiod 19X1 9| Ihe lange 
ot incicase oi decrease in dillereiiies is 
also sharpest in the comiminily c,itc'goty 
iioni a healthy - 40 X percent in I akshad- 
weep lo an alai ming + Ipci ceni increase 
III the tribal pocket ol Dndia and Nagar 
Havelt The impending polaiisation and 
dispaiitic's in literacy hccome all the 
more evident when one consideis that 
Ihe bell ol high liteiacy siate.s has sho vn 
an oveiall decrease in mean ditterendaLs 
oveilhe lOyearpciiod with the shaipest 
cleciea.se being that between .SC-ST and 
othc'is while the low lileiacy rale states 
have in contiast perlotmed pooity, with 
a slight increase in mean dil fercntiais with 
lespect lo .sex (-t-O 3 pei cent), an increase 
in Ul ban-rural disparities (- 1-2 ~ per cent), 
and an even sharper mctcase m dispaiities 
between .S('-,STand the general population 
((.5 pc*i cent) Even Ihc data lor medium- 
liteiacy .states suggest an iinrease in the 
diilerentials for community i-i-l I per 
cent) All the 1.5 slates in Ihe medium 
liteiacy categoiy have shown an increase 
in die dilleicntiuls between the SC’-ST 
and Ihe others as regaids literacy rate 
toi the period 19X1-91, except Himachal 
Piadesh and Sikkim In the low lileiacy 
belt the states ot Madhya Pradesh, Uttar 
Pradesh, Dadra and Nagar Havcii, and 
Rajasthan dctnoiistralc an increase in 
literacy diilerentials as tcgaids all the 
thiee categories ot gender, legion, and 
comniunily. whereas in Uihai the increase 
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in diftereniials is with respect to the last 
two categories. 

Ill 

Literacy acroiis Districts 

The foregoing analysis suggests that 
certain demographic characteristics ot the 
population in the .states arc closely related 
to the extent of literacy Urban literacy 
tales tend to be higher than rural Literacy 
rates tend to be lower among the SC and 
ST as compaied to the general population 
Tahie4conlirmsthc picture ot the regional 
and communitarian characteristics of 
literacy, while presentinga 1991 statewi sc 
distnbution of the then 4.^2 disti icts of the 
country according to their literacy rate, 
legional and community characteristics 


Di.siricts are classified as urban. SC and 
ST according to whether the proportions 
of populations in those districts arc higher 
than the respective national percentages 
which ate 25 7 pci cent. 16.5 per cent and 
8 I per cent, respectively. 

Only I 6 percent ol the total 329 million 
noii'litcrates in ihe country, numbering 
about 5 3 million, are found within the 30 
(6 6 per cent) disincis of the high literacy 
category of states The 210 (46 5 per cent) 
districts tailing in the medium category 
states have a shaic ut 40 7 per cent, num- 
hc'nng appnixiniately 134 million, and the 
212 (46.9 per cent) districts in the low 
iilcrucy .states hold the largc.st proportion 
ol 57 7 per ccni ot ihc non-hterates, who 
amount to about 189 7 million in these 


di-stncts. Of the total diancLs in the country, 
27 7 per cent may be termed 'urban* and 
46 per cent and 36 9 per cent have sub¬ 
stantial concentrations ol SC and ST, 
respectively 

Only 52(11.5 per cent) disincts of the 
total mimher of distiicis. iiiespective of 
the category ot stales in which they are 
to be iound. arc characterised by high 
literacy rates. A good 27 ot the.se districts 
are concentrated in the high literacy 
slates, tomiing 90 percent ot the districts 
in these states A major proportion of 
the districis (52 4 per cent) numbering 
237 scattered across the country have a 
medium literacy late Of these, 163 tall 
in tlic category of medium literacy states 
and constitute 77.6 percent ol the di.stncts 


Iahii S Iniiia - .SixKi l>i McxiKAVHii CiiAMAriiKisiKs Ol Disnuns CATUi()itiM.n AiiUKDiNb inUii-RACY Rah, IV4I 


•SN 

Di.inds 

No of 

Lilci.kv Non-l.ilerates 

Tiiial 

PterCemol 

Per Cent of .SC Per Cent ot 



Dislriels 

Rate 7-1 Age 7 -i- Ape 

Population 

lirhanisaiion 

Population S1 Popiilatinn 




((XX)’s) 

((KX)’s) 



<l) 

(2) 

(4) 

l4) (.S) 

(6) 

(7) 

(8) (9) 


I High literacy i,iie distnets |70 per cent -«) 

52 

(II 4) 

79 6 

I8.II7 
(5 5) 

10.4,4.40 
(12 4) 

57 9 

It .5 

47 

2 Medium literacv i.iie distiicTs (4S-ri9 pei cent) 

2.47 
(S2 4) 

5r.2 

I.57.266 
(47 84 

444.204 
(51 8) 

26 4 

17 4 

7.5 

4 I «w lilerjuv laie districts (0-44 per cent) 

I64 
(46 4) 

46 2 

1.54,48.5 
(46 7) 

4(K).950 
(45 9) 

148 

17 0 

10 4 

Indi.i mcanylot.il 

452 

(IIKIO) 

52 2 

428.868 

(l(K)O) 

848,Sh4 
(100 0) 

2.5 7 

16.5 

8 1 


iVfiff IJal.i cxrlutics (.lislriLls in the state «t Jammu and Kashmir when. Census was not concluded in 1991 
Sonoes ('ols 4 S NIAt'.. Slatislic.il Database tor lateiasy. 1991, Vol II, New Delhi, 1991. based on Census data 
('ills 6 - M ('ensiis ol India 1991, Final Fopulatiiin Totals, India, Vol II. Senes-1, Paper I of 1992 

rAitii 6 India- Ijiikai v Ratis iok 1981 and 1991 iiik Districts CATitiORlstD Act drihnu lo UnHACv Raii 


.SN Ihstnus Nouf IVt'eni of Ulcracy Kale for 1981 fV-i-AgeCaninp) Literacy Rale for 1991 (7-f AgeCaoup) 

DisUilIs Urbanisdriion-- 

1991 1991 Male Female 1nlal Mate Henute loial 

ill (2) (.1) (4) (.S) (6) (7) |8) (91 (10) 

1 High literacy rate clisliiils (70 pel tenl-i-) S2 S7 9 80 J 6S S 72 t 8S 7 77 9 79 6 

2 Meditii'i literacy 1.110 ilisincis (45-69pcr sen() 2t7 26 i 60 4 12 I 46 7 68 4 41 I S6 2 

I Low lilei.iey rate disiriels (()-44pcr ccni) 164 118 42 0 14 0 28 S SOO 21 I 46 2 

India Me.m/lcilal 4S2 2S 7 Sh.S 29 9 4.17 64 1 49 4 .S2 2 

Range I8S 44 1 48 4 49 .S 44 8 .4S 7 S| 8 44 4 


Notci I Datafor I9'i| excludes disiriets in the stateolJainmu and Kashiiiii when: Census was iiuUonducled m 1991 
2 Data toi 1981 excludes distnels in (he stalcuf Assam whc^ie Census was not eondiieicd in 1981 

.4 41 addilionuldisniclsweielurincdlhniughsuh-divisiopheiween 1981 one) |99| rhedataforthctwu|Hiintsottimeaieba.sedotiallexisting 
disinets except Ihosc in notes I and 2 

Soune.\ C'ol 4 Census of India 1991. Final Populalicin Totals, India Vol It. Senes 1, Paper - I ol 1992 
Cols S-7 NlAb, Statisiieal Database toi lileiacy. Vol I. New Delhi, 1992. based on Census data 
('ols 8-10 NIAK. Siaiisneal Dalaoase tor Literacy. Vol II, New Delhi, 1994, based on Census data 


Tabii-7 India Growiii ANilNiiR.SixDiiiuitNnAuitNLiiiRACs R.iisiuk 1981 and 1991 kir Districts Catu.ihiisid Act ordinc. rnLncRACs Rah 


SN Distnets No of Pet Ccni ol UteraLy OiowthinLitcraty Rale 1981-91 inter Sex Differentials in literary Rale 

Distnc is Urbanisation Rate 7-i Ape - 


(1) (2) 

1991 

(1) 

1991 

(4) 

1991 

(5) 

Mole 

(6) 

(temale 

(7) 

Total 

(8) 

1981 

(9) 

1991 

(10) 

lnaeuse+ 
Dceieose - 
III) 

1 High literacy ratt dtsincis i70per cent-i-) 

2 Medium literacy rale 

.52 

.57 9 

79 6 

54 

94 

7 4 

~ 16 8 

128 

lal)” 

disincts (4'i-69per cent) 

2.17 

26 4 

56 2 

8 1 

110 

9 5 

28 2 

25 4 

29 

4 Low liunacc' rale distncis (0-44per cent) 

164 

138 

46 2 

8 0 

7 1 

77 

28 0 

28 9 

(■0 9 

India Meanri otal 

452 

25 7 

52 2 

76 

94 

8 5 

26 6 

24 8 

1 K 


ji 

\ 



Notes .Some as in Table 6 
Sounes Same as in Table 6 
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in this I alcgory A major area ot focus 
tor liUTai > elloiis would have to be the 
16 1 distiiLis which lonstitute 36.1 per 
(.cut ol the diMiiets ot the countiy and 
uie characterised b\ mass illiteiacy 
About 1.34 million poisons, forming40 7 
pel cent of the noii-literatcs in the 
count!). are found in these distiicts Ul 
these 13<)disttictsaiesuncentiatedinlhe 
/one ol low literacv Mates ’I’lie tact that 
these disiiicts foim hi 6 pet cent ot the 
total number ol the distiicts in the low 
liteiai) slates suggests a dclining 
characteiisiit 


The foregoing data indicate that 
wheieas theie is ascatterof distncts with 
high litciai) tales ovei the ‘high' and 
'medium catt'gones of states and. to a 
lesser extern a dispersal ol the districts 
with lelatiselv medium literacy ratesovei 
the ‘medium' .md ‘low’ /.ones, thediMncts 
with low liiciacy rates remain laigely 
coiicentraieil to an extentnl K.S 3 percent 
ol these disiiuis in the eight states lhai 
lull III the spiicie of mass illiieiaiy In 
otiici wolds the spread ol litei.tcy 
ihioughoiii the country suggests a trend 
a glowing spiiMil ol liteiacy over the slates 


that have a transitional medium literacy 
character, most of which will sewn have 
residual illiteracy, but a ma.vsivc polan- 
salion with respect to the states that are 
weighed down by illiteracy and where 
acce.ss to literacy remains a monopoly of 
a few. 

Maintaining the literacy catcgoiies and 
classifying the then 4S2 districts of the 
country irrespective ol the category of 
state to which they belong, one gets a more 
compielienstve and perhaps a more 
accurate picture of certain demographic 
charactcri.stics ol liteiacy in the country 


I \Hi I K Mahvhasiiik^ (tii.iKh IS) lllll.\t^ Kviisiiih IVKI ash I‘IU| SiKuiius ami ('(immi'niis 


•SN llisiiicis _ _I.Utfi.>c> R.iif loi IVhl (7t < ik mipi _ __ I iicia cy Riiio l«r IWI ( 7 i Anc C ir oup) 



s.' 

■H 

Keeiun 


Ciiini'iunily 


roial 



Region_ 

Cpmmunity 

1 iital 


Male 

t cni<ile 

Rural 

tnban 

S. 

SI Non SCAST 


M.de 

Fenkile 

Rural 

(Irhaii 

.SC 

sr 


III (71 

(7| 

141 

(SI 

IM 

|7| 

• S) 

<V) 

(10) 

III) 

(I2l 

(171 

'14) 

(|S| 

(Ibl 

il7) 

High literacy rate distriets (70 per cent 4-1 













1 Ciiejici Bomba) 

St S 

70 1 


77 X 

bO 2 

Sis ■’ 

'8 0 

77 8 

87 8 

7S 8 


82 .S 

71 6 

(iH 2 

82 S 

2 Sindliuduif 

8(. 

bri 4 

74 8 

87 8 

7 

1.^ 1 

7S 8 









7 N.ippur 

7S ^ 

S2 8 

SI 4 

74 S 

Si -> 

** 2 

67 7 

(>4 s 

HI 8 

64 7 

hi 7 

80 0 

71 1 

62 2 

74 6 

4 I'une 

76 S 

44 1 

s| 4 

7S 8 

SO 4 

A ' 0 

6S 4 

6« 2 

81 b 

SO 8 

60 8 

80 8 

SO s 

41 4 

7I I 

S Amarjvait 

72(1 

SO 7 

S7 h 

71 7 

Si 4 

»S(< 

6b 7 

61 7 

78 4 

(il 1 

bS 0 

80 4 

bl 6 

44 b 

70 I 

b SS'arJha 

7 > 2 

4,’ 4 

SS 7 

74 X 

•>2 1 

11 ’ 

b4 0 

60 4 

'8 * 

(l| (1 

bS 4 

82 4 

68 (. 

^S 1 

7(1 0 

7 thane 

b‘) '> 

4/ S 

47 b 

74 s 

s.’ 

' 9 ♦ 

70 1 

so S 

77 b 

60 4 

SO 2 

7g g 

6S 1 

IS 8 

(lO S 

Mian 

77 7 

S7 2 

S2 4 

76 7 

SS 1 

'(.2 

71 0 

6S 4 

82 V 

66 4 

hi 1 

81 S 

68 <7 

42 1 

7s 2 

Range 

Mb 

22 8 

ion 

6 1 

4 4 

is 4 

ISO 

18 4 

10 2 

16 0 

24 b 

7 0 

12 1 

42 4 

|7(l 

hleiliimi litrraev rale distriits (45' 

■69 ptr cent) 












8 Koth.ipui 



47 2 

64 / 

42 4 

11 S 

S44 

S2 8 

80 4 

S4 1 

(>2 

7“ 4 

S4 1 

bl 1 

bli 0 

s| Saiaia 

7t 8 

41 4 

S4 2 

7S .> 

48 4 

48 S 

S7 6 

SbO 

80 6 

S4 1 

bl b 

80 S 

S7 8 

SJ 4 

6b T 

10 Akula 

>1 b 

42 S 

S4 <7 

6X 4 

44 1 

14 4 

SO 4 

S7 S 

77 II 

S4 .4 

bl 4 

77 0 

SS s 

SI 0 

6S 8 

11 Bliandaia 

70 0 

IS 0 

44 7 

71 4 

S(. 4 

41 7 

S4 4 

s’ s 

78 8 

SO 4 

b.' 1 

81 s 

()0 4 

SI 0 

64 7 

12 Jalgiion 

/I 6 

41 0 

s+o 

0 

41 .* 

Jo b 

61 1 

S77 

V’ S 

SO 4 

M) 7 

7(1 : 

S2 4 

417 

bl 4 

n Kaigad 

bh 8 

40 4 

SO 8 

74 6 

SSO 

•s 1 

S8 S 

SI 2 

7S0 

S2 2 

60 S 

70 4 

64 8 

’S 7 

64 '1 

14 Kainagm 

71 S 

44 8 

S4 1) 

n 1 

4b 4 

IS S 

S6 7 

SS 0 

7b b 

Si 6 

(>0 6 

84 0 

64 S 

4’ 2 

62 7 

(S Sangli 

70 4 

40 1 

SI 1 

(.8 S 

IS S 

IS 2 

S6 2 

S4 0 

74 8 

4'l ‘1 

sg z 

71 2 

S4 1 

SI 1 

62 b 

lb Nasik 

b7 7 

48 0 

4^ S 

71)4 

'(1 K 

:s ty 

62 7 

S4 4 

74 0 


s4 4 

78 1 

60 b 

20 8 

(.2 4 

17 Kuldana 

71 0 

46 0 

so 4 

(i4 7 

41 0 

4b S 

SS 7 


7h s 

.1(1 1 

S8 2 

7.S 0 

So 1 

41 4 

bl ^ 

18 Ahmadn.igai 

b7 1 

44 2 

47 4 

7| 4 

44 ’ 

2 1 7 

S4 2 

SI 0 

7S 1 

4(1 II 

s7 8 

77 7 

SI 0 

4(1 1 

bl 0 

14 Chandrapur 

Sb 2 

76 6 

IS 4 

6S 1 

10 ; 

■'*1 K 

46 8 

41 7 

71 4 

46 8 

S4 0 

7S 7 

1)2 0 

47 1 

S . 4 

20 V avalnial 

bl 0 

42 4 

44 7 

68 8 

42 0 

4.’ b 

s: : 

47 S 

70 S 

44 K 

s4 7 

77 8 

S7 b 

4 1 4 

S« II 

21 Auiangab.id 

bl b 

24 4 

47 7 

64 0 

41 4 

’4 4 

44 8 

47 4 

72 V 

40 6 

47 8 

7s 4 

SO 1 

4,'‘7 

S7 0 

22 .Siilapur 


41 8 

42 S 

i 

47 4 

' 

SO 4 

48 4 

7(1 1 

41 7 

SI 2 

bV o 

4b S 

47 7 

Sb4 

21 l.alur 

7(1 S 

44 7 

SI I. 

70 V 

14 0 

41 1 

SSti 









24 Osni.mab.ul 

S8 S 

2S 4 

4‘/ S 

SS'I 

41 ; 

i|, . 

44 0 

42 S 

68 4 

7V : 

SI ! 

71 1 

44 S 

40 .S 

S4 7 

2S Dliule 

s‘l 1 

41 4 

40 4 

b6 7 

4S 2 

.■•4 4 

61 8 

4S S 

6 4 1 

48 8 

418 

7S 7 

SS s 

2 4 11 

SI 2 

2b Bill 

S4 4 

20 4 

444 

S7 7 

27 4 

; 1 '' 

70 S 

48 0 

6b 4 

42 4 

4S 2 

70 0 

41 7 

48 4 

40 h 

27 Nandcil 

S2 A 

IV 8 

41 8 

SS 4 

2b 4 

iti '/ 

48 8 

46 2 

h4 4 

II 0 

42 S 

68 0 

40 S 

4(1 1 

48 2 

2h Baihhani 

SI 4 

18 6 

42 S 

S44 

2S 4 

21 1 

48 0 

h 

b4 V 

2*) 4 

42 2 

6S 8 

47 8 

i7 K 

47 b 

24 l.ilna 

b4 4 

27 4 

12 0 

(lb X 

») 

s’ 1 

46 7 









Mean 

bl 2 

44 2 

4S 1 

bb s 

all 1 

’8 1 

S2 7 

4S 4 

77 0 

44 0 

S4 S 

7.S 1 

SI 1 

44 7 

.sv 2 

Kangi 

21 0 

2S 2 

22 4 

24 4 

4| 1, 

20 / 

24 7 

21 s 

17 S 

26 1 

-'2 6 

18 1 

,tt4 

77 S 

20 6 

lam literacy rate disiriils (U>44 per tent 1 













'0 (.iadchiioli 

S<i (i 

28 0 

40 2 

71 '7 

S4 4 

<0 (1 

42 V 









Mahaiasblia naan M 7 

41 0 

46 K 

72 s 

14 2 


SO S 

.SS 8 

7b b 

S2 4 

SS S 

7V 2 

Sb S 

76 8 

64 0 

Range 

III 7 

SI 7 

2S 8 

24 4 

114 

40 ’ 

40 0 

41 b 

41 2 

48 S 

72 8 

22 0 

4S 7 

446 

7‘)6 

India mean 

Sb 4 

24 8 

47 1 

o4 8 

1(1 b 

7s *> 

48 7 

44 b 

6t 1 

70 4 

44 7 

77 1 

47 4 

2V 6 

S2 2 

Kaiiei 

A2b 

61 ' 

S7 1 

4(1 8 

S’ S 

(Ml \ 

64 8 

Sb 1 

42 1 

6S 8 

S8 6 

72 S 

60 2 

bS S 

SI 7 


So/rt I IiisliKisSinJIiuduig J.iliia l.ului.iulci.uiLhii'iliwiu L.iiudiiulol Kutnagui Aurungali.id (Kiiian.ihjil.iiitK'handrjpuidistticis.itfspcclively. 
Ill IVSJ Tim clut.i air iitri i\.iil.il.lc liii IVKI 

j. ('.)is S u Ixiia Dll lilci.icN i.ik's III llic |Kipulalioii .i(!f 7 and .ihovv was mil avad.il>k iiiinniumly and logionwisi' lor IVKI It is calculalcd 
iiinsiik-iin^' Ills' slitis'icmi'sI'Ciwssn lilci.icy r.ilssin itii populalionage 7andahnveaiiil.igc Samiiibiiss' tin llich/lalpopulation tor I'lHI 
ssliish IS added In the litei.iss i.iles tm (lie popiilalnm .ipt S and .ibove hy cuininuiiits and region tor llie same sear 
Vrniiiis ( III. I 4 .ind 10 NIAL St.iiisiiial iMl.''ase fin l.ili i.u.y Vnl-I New Ifellii I'l')’ based on Census duia 

Ciil.s <) Has- donDiiiMoiateiil I i.oiiiiim> .inJSi iiisiii.s rmsi of Mah.iiashii.i. Siaiisiie.il Absti.icioiM iliarasbira.Stale, I0K6 87 Bombay. 
I'HM 
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I7W) 


Ik’onoiiiic and Poliltcal Weekly July 3, I9V9 





in 199), as in Table S Fifty two districts 
constituting 11.3 per cent of the 452 dis> 
tricts of the country, bearing 12.3 per cent 
of the population, fail in the high literacy 
rate category The moan literacy rate of 
these districts is a good 79.6 per cent. The 
18 million non-literates in these distnets 
form S S per cent of the 329 million non- 
literates in the country Illiteracy is 
liefinitely a residual phenomenon in these 
districts, though the quality of literacy is 
debatable It is noteworthy that the 
percentage < if urbanisai ion in these dnstnets 
IS as high as 57 9, twice the national rate 
of 25 7. Tile percentage ot SC population 
IS 11 5. lowei than the national 16 5 Even 
lowci IS the percentage of ST population 
at 3 7 as compared to the national X. 1 per 
cent A concentration of the deprived is 
not a charactenstic ot ihese regions which 
stand out as pockets ot high urbanisation 
and accompanying coinincrcialisation 
within the country As indicated earlier, 
thev.' districts arc predominantly found 
w itliin the categoty ot high liteiacy stales 
In contrast the tot dtstiict.N - con- 
ceiitiated mainly in the low htciucy states 
which lorni .16 .3 pci cent ot the disincts 
111 the coiintiy hold .tS 9 per cent ot the 
populution Then mean hteiucy rate is as 
low as 30 2 pel cent I5.t million non- 
liteiales loitiiing 46'’ per cent ot such 
peiMins in the lountiy are concentiated 
within ihese distnets I he percentage ot 
inbanisalioii is merely 1.3 8 17 per cent 
;i| the population in these distnets belongs 
to the SC and more inipoitantly 104 per 
cent belongs to the SI 'These districts arc 
major areas ot comenttution of tnbal 
jHipulations when one considcT.s that the 
national mean is 8 I per cent Ilhteiacy, 
distanee tiom urban centres and the 
depiised status ot sections ot the 
population appear to be factors that 
leintoice each other w ithin these regions 
The 237 medi.i-n liteiacy districts form 
the majorpioportion(.52.4pci ccnljot the 
distnets in the country, beanng about half 
the population of the c ouiitry Their share 
ot the nation's non-literates is slightly 
higliei (47 K per cent) than that of the low 
literacy distnets. due to the significantly 
larger number ot distnets that tall within 
the loritier category I'hc pen entage ot 
urhanisation at 26 3 per cent is close to 
the national mean, as also the mean literacy 
rate (56 2 percent! and the percentage of 
ST population (7 5 per cent), especially 
when compared to the < ither two categories 
ot distnets. 

Discounting tor the impact ot ethnic 
strife on the conduct ol the census and tor 
the enthusiasm ot .state governments to 
create new districts, certain important 


trends are evident from tlw gender distn- 
bution of literacy in ihecategoriseddisiricts 
for 1981 and 1991, as seen in Table 6 The 
range of diftcrcncc in mean literacy rates 
lor the high and low-literacy districts has 
decreased in the case of the males whereas 
It has increased with respect tothe females 
This trend as legards the neglect ot female 
literacy, especially in the low-litcracy 
districts, has resulted in the total range of 
dilfercnee in literacy rates being about the 
same over the penod ot time Polarisation 
of literacy rates, in a context of uneven 
development, continues. Mean female 
litcritcy in the low literacy districts was 
as low as 21 I per cent as compared to 
72 9 per cent in the high literacy distnets 
Table 7 suggests that whereas the growth 
rate of female literacy (9 4 per cent) was 
higher than that ot tlie males (7.6 percent) 


forthe period 1981 to 1991 at the national 
k'vel, this was contributed immarily by the 
medium and high literacy districts. In the 
low literacy distnets. the growth rales 
present a reverse picture with that for 
females being lower than that for males. 
The inter-sex differentials in literacy rates 
di'creascdoverall, with the highe.st deoease 
being lor the high literacy distnets. The 
depressing scenario of female literacy in 
the 163 low literacy distnets of the countiy 
IS icvcaled by the fact that inter-sex 
dilicrcntials were not only the highest 
(28 9 per cent) for 1991 hut had also 
increased by 0.9 percent during the period 
1981 to 1991 In addition to the is.sue of 
temalc literacy in the low literacy districts, 
the table highlights the ‘saluration effect' 
ol literacy in high literacy distni ts with 
growth rales tajiering oil at 7 3 per cent 


Tabu U MAtivRssiiniA (IimitK'rs) Inika .Si s, Riokin ani> Commi'niiy CiKimni in umtAn 
Rati. FROM IWI lo l‘W| 


SN Dish 11 Is 

(1! <?l 

Male 

(3) 

.Sex 

Female 

(4) 

Kct'ion 

Rural 1 Irhan 

(5| (6) 

ruiiimunuy_ 

SC ■■ sr 

(7) (8) 

Total 

(9) 


High literacy rale districta (70 per rent s-) 

1 Cireaier Bombay 4 3 .5 3 


4 7 

114 

45 

47 


2 Sindhuduig 

3 Nagpui 

(i 5 

II 4 

104 

64 

144 

47 

4 1 

■ 

4 Fune 

5 1 

10 7 

8 4 

5 0 

86 

7 3 

79 


S Aniai avail 

6 4 

10 4 

74 

8 7 

10 2 

4 0 

84 


S Wardha 

6 1 

1.3 1 

48 

7 5 

16 5 

II 3 

46 


7 Thane 

77 

128 

26 

54 

124 

24 

100 


Mean 

5 2 

42 

87 

4 8 

136 

5 4 

68 


Range 

34 

76 

78 

4 0 

74 

89 

53 


Medium literacy rale distrirla (45-09 per cent) 
SKolhapui 10 7 17 6 15 3 

46 

114 

19 3 

14 1 


4 Saiara 

68 

12 0 

10 4 

5 3 

44 

139 

48 


iOAkola 

6 0 

10 8 

74 

86 

114 

77 

83 


11 Bhanilaia 

88 

154 

124 

10 1 

124 

10 2 

122 


12 Jaigaon 

3 4 

4.3 

57 

72 

82 

5 1 

66 

■ 

11 Raignd 

7 1 

11 8 

47 

48 

48 

06 

48 


14 Ratnagiii 

5 1 

78 

67 

6 3 

167 

138 

68 

( 

15 Sangli 

4 4 

10 h 

8 1 

57 

86 

54 

77 

l6Nasik 

6 3 

114 

78 

8 0 

48 

42 

4 0 

i 

17 Buidana 

5 5 

10 1 

78 

5 3 

4 1 

44 

78 


i 8 Ahmadmigai 

82 

II 8 

44 

6 3 

87 

54 

10 0 

i 

14 Cliandrapur 

15 1 

20 2 

147 

10 6 

22 7 

18 0 

17 7 

1 

20 Yavatmal 

86 

124 

100 

40 

156 

88 

10 5 

1 

21 Auiangabdd 

11 3 

15 7 

■0 1 

124 

184 

HS 

1.3 7 

f 

22 .Solapui 

63 

44 

87 

68 

4 1 

85 

8 1 

i 

i 

23 Latur 

24 Osmanahad 

46 

138 

117 

12 2 

123 

42 

11 8 

25Dhiile 

40 

74 

44 

4 0 

10 5 

0 3 

57 


26 Bid 

114 

11 4 

10 M 

132 

14 t 

14 5 

118 

t 

27 Nandod 

116 

122 

10 7 

127 

14 1 

42 

120 

} 

28 Paibhom 

110 

108 

47 

114 

12' 

10 7 

lit) 

1 

24Jalna 

Mean 

78 

116 

44 

8 6 

11 0 

6 3 

99 

* 

Range 

II 2 

128 

10 4 

84 

14 5 

14 0 

120 

1 

Low literacy rate districts (0>44 per cent) 
30 Cadchtroii 

Maharashtra mean 6 9 113 

87 

67 

12 3 

54 

9 1 

t 

5 

» 

Range 

112 

147 

127 

8 5 

14 5 

14 7 

130 

i 

India mean 

77 

45 

76 

83 

68 

4 0 

86 

t 

Range 

13 7 

16 3 

138 

17 1 

41 2 

186 

13 1 

i 


Note Same as in Table X 
Simn e Same as in Table 8 
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and residual illiteracy, as also the gains 
in literacy rale, being primarily amtmg the 
females in contrast, the low literacy 
districts depict the problems of ‘take off 
from a low socio>econtimic base reinforced 
by illiteria:y and the low status of women 
The greatest gams in terms ol literacy for 
the penod were made by the medium 
literacy di-stncts with a 9 S percent growth 
rate in literacy for the total population and 
II per cent among vs omen 

IV 

Maharashtra and Goa 

Two states with whose contemporary 
literacy campaigns one has had some 
degree of familiarity - Mahara.shtra and 
Goa - have been selected for more in- 
tcn.sive distnctwisc analysis of the data 
The former with a liteiacy rate ol 64 9 per 
cent heads the medium literacy category 
in 1991 It IS very likely to enter the high 
lileracy one by 2(K)1 f loa, with a literacy 
rale of 75 5 per cent already falls within 
the category of high literacy states and. 
togethei with some distnets in Maha- 
ra.shtra, sen'cs as a giMid illustration ol the 
problems of enhancing the quality ot 
literacy and confronting residual illiteracy 
in these regions 

Table 8 presents a categorisation of the 
distriets in Maharashtra aecording to a 
descending order of literacy rates in 1991 
Literacy rate data, as in the earhet tables 
for the national level statewise data, are 
pmvided according to sex, region and co¬ 
mmunity for 1981 and 1991 lot the com¬ 
parable agegKiupot seven years and above 

The J991 census data (eol 17) suggest 
that .seven distnets - Greater Bombay. 
Sindhudiirg. Nagpiii. Pune. Amrivati, 
Wardha, Thane - of the then 30 districts 
in the state tall i n the high literacy category, 
ranging from Greater Bombay with a 
literacy rate ol 82 5 percent to Thane with 
69 5 per cent The mean literacy rate in 
these distnets is 75 2 per cent and the 
range ot vanation in literacy rates aem.ss 
these distnets is quite low (13 pei cent) 
compared to the 22 medium literacy rale 
distnets which have a mean literacy rate 
ol 59 2 per cent and a range of vanation 
of 20 6 per cent 

Among the high literacy di-sti lets, Gieater 
Bombay is an industrial and commercial 
centre of the country, with an incieasingly 
expanding service sceioi Thane district is 
a region of sharp contrasts a tnbal economy 
and a predominantly oral culture in its 
noithern and easteni parts; whereas its 
soulhem and wesiembelts arc dotted with 
major urban centres ot industry and com¬ 
merce and with centres of agricultural/ 
horticultural treJe. respectively Sindhu- 


durg in Ihe Konkan region and Wardha 
in Vidarbha are reported to have crossed 
the 90 per cent literacy mark m the age 
group 15-3.5. thanks to their literacy cam¬ 
paigns. Nagpur, Amravati and Pune are 
administralive divisional headquarters 
and cultural centres. Only Gadchiroli 
distnet with a literacy rate of42 9 percent, 
an area ol tnhal concentration (38.K per 
cent), falls in the low literacy category 
among the 10 districts in the state 
Given the trends in the literacy rates 
over the pievious decade, one could expect 
about halt ihe 22 destnets in the medium 
category lo enter the sphere of high literacy 
rate by the time of the Census of 2(X)I 
Thanks to the additional ciforts ol the 
litetacy campaigns and other pnmary 
edu. alional programmes, one could well 
see about 2 (ol (he 30 distnets in the state 


in 1991 with literacy rates of 55 per cent 
and above falling in the high literacy 
category. The remaining seven districts 
would continue to be in the medium 
category. The likely scenano appears to 
bi* that five of these seven medium literacy 
districts would stand marginalised in the 
Marathwada region: Osmanabad, Bid.^ 
Nanded, Parbhani, Jalna; the other two 
being Dhule and Gadchiroli. areas of tribal 
concentration. 

The 1991 censusdataiorthestatesuggest 
comparatively low female (52.3 percent), 
rural (SS.S percentfand ST(36.8 percent) 
literacy rates. The marked difference with 
respect to literacy rates between the high 
and medium literacy districts is that with 
respect to females, SC and ST, in that 
orderol importance Similarto the situation 
at the national level, one finds that gender. 


I^Bii 10 Maharashtka (Dimvktm Iniik Sfx. and Riciion DirnRfcvnAia in ijitracy 
KaIISIDR 1981 AND 1091 


SN PisifKls 

Sex 


Rccuin 

Ciiiiiinunily 

Total 


1981 

1991 

Increases 

1981 

1991 

Incrcasc-I 

Decadal 




!)ecrea.se- 



Decrease- 

(illiwtil 

(1) i:i 

l4) 

(4| 

(5) 

16 ) 

(7l 

(8) 

(9l 

HiRh lain at} Rate Disiricis (70 per cent +) 





i riir.ilii KcMiihay 

14 2 

12 0 

-1 2 

47 




2 Sintlhuaiiry 








t Natipur 

22 5 

17 1 

-5 4 

23 2 

19 2 

-4 0 

9 1 

4 Pune 

27 4 

21 8 

56 

24 9 

20 0 

-.4 9 

79 

S Amaravali 

21 4 

173 

-4 0 

14 1 

154 

il 4 

84 

<1 Wartllia 

24 1 

17.4 

7 0 

19 1 

16 9 

*.1 2 

9 6 

7 Thane 

22 4 

17 3 

-5 1 

26 9 

29 7 

*2 8 

10 0 

Mc.m 

20 5 

1(1.5 

40 

24 4 

20 4 

3 9 

6 8 

Range 

92 

98 

5 8 

128 

14 4 

68 

5 4 

Medium Literacy Rate Districts (45-09 per cent) 





8 Kulhapui 

44 1 

27 2 

6 9 

22 5 

168 

57 

14 1 

9 S.iiara 

42 4 

27 2 

52 

21 0 

159 

-5 1 

98 

to Akiila 

29 1 

24 4 

48 

14 5 

15 7 

+ 1 2 

8 4 

11 RhanJ.ua 

4.5 0 

28 4 

6 6 

21 7 

194 

2 4 

12 2 

12 Jalraon 

42 6 

27 2 

-5 4 

15 0 

16 5 

-l-l 5 

b 6 

1 .1 Raiy.id 

28 4 

24 7 

-4 7 

23 8 

189 

-4 9 

98 

14 Rainagiii 

27 7 

25 0 

27 

23 7 

23 4 

•0 4 

68 

1S S.ingli 

41 4 

24 9 

6 4 

174 

15 0 

24 

77 

IS Nasik 

79 7 

24 1 

-5 h 

24 9 

25 1 

+0 2 

9 0 

17 Buld,uia 

4.5 0 

40 4 

46 

19 3 

16 8 

-2 5 

78 

IK Atiiiuitliiagar 

42 9 

29.4 

36 

23 5 

199 

-46 

100 

19 ChanJiapiir 

29 6 

24 5 

-5 1 

26 8 

22 7 

4 1 

17 7 

20 Yavaliii.il 

29 5 

25 7 

3 8 

2.5 1 

24 1 

1 0 

IQ 5 

21 Aiirangah.iJ 

47 7 

.43 3 

44 

25 3 

27 6 

+2.4 

13 7 

22 ^t>lnpui 

.47 0 

28 4 

-3 6 

19 6 

17 8 

1 8 

8 1 

24 I aii'i 








24 Osin.in.ih.iil 

43 4 

29 2 

-4 2 

19 4 

199 

40 5 

11 8 

25 Dhuli 

27 7 

24.3 

-3 4 

26 3 

30 9 

+4 6 

57 

26 Kid 

.44.4 

34 0 

-0 5 

24 3 

25 7 

+2 4 

II 8 

27 NandeJ 

44 0 

33 4 

0 6 

2.4 5 

25 5 

+2 0 

120 

28 Paihhini 

.4.5 3 

3.5.5 

-14)2 

21 9 

24 6 

+ 1 7 

MO 

29 Jalna 








Mean 

32 0 

28 1 

•3 9 

21 4 

20 6 

-0 8 

9 9 

Range 

10 0 

It 8 

7 1 

12 4 

15 9 

10 3 

12 0 

1 ow litcracv rate dixtricb (0-44 

per cent) 





40 (i.ukhircli 








Maharashtra Mc.iii 

28 7 

24 3 

-4 4 

25 7 

2.3 7 

-2 0 

9 1 

Range 

24 5 

23 5 

-7 2 

12 8 

15 9 

10 3 

130 

India Mean 

26 6 

24 8 

-1 8 

31 2 

28 4 

-2 8 

86 

Range 

22 2 

27 6 

124 

29 9 

48 0 

20 4 

1.3 1 


Niite\ Saiiw as in Toble 8 
Soun e\ .Same as in Table 8 
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community, and interiorscmi-arid regions 
falling in ram shadows or in forested hilly 
areas reinforce each other in a vortex of 
depnvalton However, with respect to each 
of the categories of gender, region and 
community one finds that even the medium 
literacy distncLs in Maharashtra have a 
mean literacy rate that is higher than that 
of the respective categories at the national 
level The slate appears to be in a eom- 
paraiively healthy literacy situation, but 
with a likely polarisation with respect to 
regions oi concentiation ol deprived 
uimmumties because ot a neglect ol their 
female and tnhal literacy, in parlicular 
Table 9 picsents ihe growth in literacy 
rates between 1981 and 1991 tor the 
districts in Maharashtia At the state level, 
the highest growth rates were for the SC 
1 12 ^ per cent) and the tcmalcs (II .1 per 
cent), even higher than Ihe mean growth 
latc tor thi state (9 I per tent) foi the 
lO-vearpeiiod A 'saturalional efieet' tor 
the stale is suggested by the eoinpaniti vely 
low growth talcs lot mates (6 9 pet cent) 
and urban areas (ft 7 pci ^cnl), aceotnpanied 
by a neglett ol ihe trilMl regions, which 
showed the Kiwesi growth tale ol 5 9 per 
tent This salutation elteet and lapeiing 
1)11 (i| literatv rales is luilher eontiimed 
by a eomp.iiison ol the literacy ra'es for 
oath suKset for the high and mediiini 
disliitls I lie lowest giowtii rale (4 8 per 
teiill m Itieiaiy is demonstrated by the 
urban aieas m the high liU'raey di.sttitl.s, 
inteiestinglv close lo the lowest growth 
lale III the stale exponented by the totally 
urban disti it t ot (ireatei Kombay In each 
ot the secUus one finds a highet gniwih 
I lie in the medium lileiacy distnctsexcept 
lor Ihe category ol SC m the high literacy 
/one wbete this seelion demonstrates Ihe 
highest gmwth laie in literacy (13 6 per 
tent) Thescheduledeaslesappcat to have 
taken advantage ot Ihe opportunity 
struLlurcs and lo have responded lo the 
demands loi symholual communication 
within regions ol higli uibanisalton and 
toininercialisation 


The paradoxical situation of the tribals 
inMahfashtraisiliu.stniledbythefollowing 
data; Dhule distnet with the highest tribal 
concentration (40 9pcrcent)h8sIhe lowest 
growth rate (5 7 per cent) in the .state after 
Bombay, as regards the literacy of its total 
population, pnmanly due to the fact that 
the increase in the literacy rale ol ils tribal 
population was only 0 3 per cent On the 
other hand Chandrapur, another district 
with a si/cahle tribal population of 19 7 
per cent i n 1991, demonstrates the highest 
mtrea.se m its literacy rate m Ihe state hy 
17 7 per cent, thanks to the increase in the 
literacy rales ot its female, SC and ST 
populations, but largely facilitated in a 
statistical mannei hy the carving out from 
It in 1982 ot the Gadchiroli di.stnct with 
a concentration ot 38 8 per cent ST 
population Othcrdistncts where the tribals 
are m a sizeable minority - Thane 18 I 
percent, Nashik 24 2 percent andRaigaih 
12 7 pei cent - demonstrate a neglect ot 
tnhal litci aey as seen from the slow increase 
m their literacy rales 


The overall picture that emerges is the 
marginalisation of the tnbals wMiin the 
broadei developmental scenario of the 
state It IS ironical that the two sectors Him 
show the least growth rates in literacy - 
the uiban and Ihe tnhal - within a state 
that IS well on the way of a commercialised, 
industrialised and urbanised trajectory of 
development are those that stand polarised 
at the exiicmes ot a continuum The stag- 
naiion m lileration wilhin Ihe former 
category reflects the limits and saturMion 
ettccis ot educalion/culture within a 
partieulai political economy ol develop* 
meni 'fhe stalemate within the section of 
the tribals is a rellcciion ol the marginal¬ 
isation and the exploitation ot the human 
and natural resources of these penpheral 
regions fhe wider signitkancc of this 
|K>larisdtion is that it is a lair reflection 
ol the distribution ol literacy within .stated 
at the national level, with the addedclement 
ol gender insensitivity 

fable 10 depicts the intcr-sex and 
regional dilierent.es in literacy rates 


Tsim 12 0 (>x (l)isiKins) Inirs Six, KmiIos vnu Commi'Niis (iKowiii in IjirRsi > Rati 

INDNI 1181 ici l')1l 

SN DiMnds __ Stx _ R f yio n (.'uni tniinitv_lolal 



M.ile 

Female 

Ratal 

1 Irlian 

.SC 

SI Non SC/ST 


(2| 

(M 

(4| 

(S) 

Ift) 

(7l 

IK) 

(1) 

(10) 

Goa Mean 


ifi 


~(7r 

TiT’ 

”7 4 ” 

IS 

18 

India Mean 

7 7 

1 s 

7ft 

H I 

ftS 

4 0 

10 

86 

Kcngc 

117 

Ift 1 

nx 

17 1 

41 2 

IMft 

48 8 

11 1 


Note Same as in Tahir 11 
Souite Same as in l.ibte 11 


Iark n Giia iDisimns) Intkk Six, Riciion sNii OiMMi'Niit DiiiiRi-NnAis in Lusrai s Ratf< 

)iiK 1181 AND nil 


.SN 

Dislii,.ls 

.Sex 



Region 


{■ 

iimmunity 


IIHI 

nif 

Ini reasC')' 
IX’ercase- 

VlKl' 

nil 

lncrcase+ 1181 
IViiease 

nil 

IncreaiiCT 

Decieasc- 

(I) 

(2) 111 

(4) 

(5) 

Ift) 

(7) 

|8) 

(1) 

IIOi 

(11) 


Goa Mean 20 8 

16 5 

-41 

12 ) 

7 8 

45 

17 8 

17 1 

0 5 


India Mc.iri .'ft ft 

24 8 

-1 8 

11 2 

28 4 

28 

IKft 

188 

+0 2 

Range 22 2 

Notf Same as in 1 able 11 

27 ft 

124 

211 

18 0 

20 4 

42 ' 

Sft4 

518 


Dirierentials irlaimg tu comiimniiy mis 1-11 relate to ihai beltseen SC .SI and ntheis 
.Soun e .Same as in 1 <iblc 11 


Tabii 11 Goa (DisTRlfTs) Lttrai v Rams imr I181 and IWl b> Srx, Rr .ins AsliCoMMiiNl' 


SN Distticis _Li tciac> Rate tor I1KI jl-t- \e.e Group) I iicfaty Rale t»i 1 911 (7+ Age Group) _ 

Sex _R egion _Comn iunitv Total Sex _R egion _ _C«'iiil!!Jfl.U3L_.-3'’t®l 

Male Female Rural Urban .SC SI Non SC/.ST Male K'liiale Kuial Urban SC ST Non SC/ST 


(1) 

(2) 

|1) 

(4) 

(5) 

(6) 

(71 

|8) 

11) 

ilOl 

(ID 

(12) 

(ID 

(14) 

(15) 

(16) 

(17) 

(18) 

T ~ 

Nurih Goa 









86 2 

6ji 1 

75 5 

ill 1 




77 7 

3 

South Cioa 









801 

64 8 

66 6 

78 5 




726 


Goa Mean 

7ft 0 

55 2 

61 7 

74 0 

47 4 

iS S 

nft 4 

65 7 

816 

h7 1 

721 

80 1 

58 7 

421 

751 

75 5 


Range 









51 

4 1 

81 

14 




5 1 


India Mean 

56 4 

21 8 

17 1 

64 8 

1(1 ft 

25 ft 

48 7 

41ft 

64 1 

11 1 

44 7 

71 1 

17 4 

216 

57 7 

52 2 


Range 

52 ft 

61 7 

57 1 

16 8 

82 1 

60 1 

(>4 8 

56 1 

42 1 

65 8 

58 5 

12 5 

60 2 

65 5 

48 3 

51 1 


Nou Seperate data are not available lor 1181 lor North Gua ami South Goa Districts 

e Cols t-10. NlAt-. .Slatisiu ul Database for latcracy. 1111. Vol 1, New Delhi, 1112, based on Censas ilata 
Cols 11.|8 MAE, Slaiislii.al Database for laieiacy Fimd Population and Literary, Vol 2, New Delhi, im. based on Census data 
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tor IVKl and 1491 tor the districts in 
Maharashtra Comparable data are not 
possible tor community due to present 
non-availability of separate data tor non- 
SC/ST lor 1991 for the age group 7 and 
above At the aggregate state level in 1991, 
the diflerentials tor sex ate slightly greatei 
than those tor region, as also the decrease 
in the dilterenlials ovet the decade Hie 
reverse is true at the national level Urban- 
rural regional ditfcrences in literacy are 
I airly sharp withi n ihes ountry as compared 
to the generally more urbanised 
Maharashtra state It might be said with 
a lair degree ot genciulisation that states, 
anddistncts within states like Maliarashtra, 
that are compai ati vely niort' developed are 
also charactensed bv shaip decreases in 
aggregate teniale non-literacy Foi 
example, the inequalities in literacy rate 
with lespect to gendei (16.5 per cent) are 
less than tht'se with respect to region (20 4 
pet cent) in 1991 m the high literacy 
distillts A icverse picture is evident in 
the medium litcracs distnits whcie 
difleientials with lespect to sex (2X 1 pei 
cent) are greater than those with lespcit 
10 legioii (20 6 pel cent) Tlic positive 
featuie is that the decliru' in dilfcientials 
in liteiacy latc as legatds sex (-3 9 pei 
cent) IS gie.iter than that loi region (-0 8 
per lenl) lor the dei.idul pi'iiod in the 
medium liteiacy districts One also 
observes a genetally increasing trend in 
the gender dillereiics in 1991 literacy 
rates as one moves down the i.ink oideied 
districLs troni high to low liteiacy rates 
The decrease in geiuici dillerentials in 
literacy rates is also generallv reduced 
over this lange ol disti u Is lor the lO-year 
pciiod. till we LOiiie lo Parbhani distnit 
whiih III tact leveals a -stl 2 per cent 
increase in dillerenccs 
An analy.sis ot the iii'i.ase in niial- 
urban diltcremes in disiii< twise literacy 
rates oilers some tiiither pomleis lo the 
iraieclory ol inequitous development 
within this compuiaiivcly high literacy, 
high urtian state All live distiicts at the 
lowest end ol literacy rate - Osmanabad, 
Dhule, Rid Nanded .ind Parbhani - lor 
which data lue available, reveal an increase 
in urban-rural inequalities with R'spect 
to literacy rate It is in these distiicts 
that the slow pace ol leduction in gendci 
inequalities as icgaids literacy com¬ 
pounds the problem li< addition, one 
alst> observes the growth ol a lew sate¬ 
llite urban and commercial ccnties 
within the periphery of the metropolis ol 
Bombay th.it also have increasing ui ban- 
rural ditleieiUials as regards literacy 
Pune and Thane in the high litenicy cMte- 
gorv. and Akola, Jalgaon, Nasik and 


Aurangabad in the medium literacy belt. 
These urban subcentres serve as lurther 
extensions of the process ol surplus 
extraction iiom their respective ruial 
hinterlands 

Table 11 presents the literacy scenario 
in the tw o distnets ot Goa - a high liteiacy 
stale - according lo sex. region and com¬ 
munity toi 1981 and 1991, with all the 
limitationsot availability ol data.Thedata 
lor liiLTiicy rales, growth and dillcientials 
aic toi an ex-colonial stale of the Portu- 
guc.se wliosc contemporary rales ol literacy 
(75.5 iH.*r cent) and urbanisation (41 pei 
cent) aie comparatively high and whose 
trajectory ot dtwelopment is lixl by tourism, 
the urban middle class service sevtor and 
agro liidustiies. with increasing nianu 
taiiuiing and extraction ol natural 
lesources The 1991 census data suggest 
that litei aev rates lor rural areas. I or I unialcs 
aiiJ lor the SCVST arc rchitiscly low 
compared lo their respective ibveise 
categoiies in that descending oidci The 
northi ‘I n disl n< t which had a giealei dega’v* 
ol c olonial and church influence with then 
extension ot basic schooling systems has 
a highei liteiacy laie (77 7 jkt cent) .is 
compaied lo that ot the soiiihem disiiict 
(72 6 pci cent) The latter has a higliei 
peicentage ot urbanisation (SO ) pc'rc enl i 
as compared to the north '.U 9 percent). 
.IS .1 result ol the developnictil ol mineial 
exti.iciion, eommunicalion'. by way ot 
shipping, an and rail, and increasing 
tourism 'niedatarclatinglolitciucywithiii 
the slate would appear more unequal il the 
western co.istal and eastern inleiioi /ones 
weie to he contrastexJ 'I he noith-south 
division ot distiicts obliiiMatc’s some ot 
these ditleicncc's 

lable 12 pie >eiils the giowih in hler.icy 
laleshctween 1981 and 1991 lorGo.i The 
higlie.st giowth rates woie ioi the iemale 
(11 9 per cent), the S(' (11 .3 pet cent) and 
the rural aieas (10 6 per leui) m th.U 
descending order ol growth laics that am 
higher than the mean growth m litciuc v 
lor the slate <9 8 per cent) li.i the 10 year 
pcriiHl The picture is hroaitly similai to 
(hat m Mahaiashtra, the ‘satuiational 
ellect' beinv t.sible li.iin the com¬ 
pai aiivcMy lowei gmwth rates loi the male 
(7 6 per eiili, ihe ST (7 4 per cent) ami 
iorthcuilMnujeasUi I pet ceiU) Cioah.is 
a very small 0 I pci cent tribal population 
Literacy among (he males and in the ui bun 
aicas .appears to lie maclimg a pkitcMii 
these being the only two catcgoiies 
where growth rates art lower than the 
national ir.ean Literacy among tcinalc in 
the ruial arcus ol the interior ea.steni he'll 
of the state continues to be a resistant 
lesidue 


Table 13 depicts the inter-sex, region 
and community differences in literacy rates 
foi 1981 and 1991 for this high literacy 
slate. Diflerences in all three areas have 
dceieased over the decade and present a 
more positive picture as compared to the 
country as a whole However, the 
diflerentials with respect to the non-SC/ 
ST and these deprived communities 
show the least and a iniiuir decrea.se of 
only -0 5 pet cent. 

Note 

11 .uTi gMic’lul to the UNE.SCO. Regional Office 
New llelhi (or spunsunng the study which was 
conipicicd III August, W Mtlloi ul thal 

utricr was encouraging and sliniulaiing al all 
times I am grateful lo D P Singh amt S Ka|u tor 
then suggestions on staiistieal mailers and to 
S Joshi. N r Tiwart, S Kuinur and M Mainkai 
who at ditleivnt times pnivulcd lesearch and 
secrclaiial assistance My thanks are due to 
CTKuiiicii 1 Oiesc ami J Tilak lor useful 
loiniiK'nts Needless t,> add, I am responsible tor 
(he emus ihat rem.uii and lor Ihe intciprel.ilioiis 
tluii aic given | 

I Ihe National Lileracv Mission iNI.MI was 
l.uinchedonM.i>X, |s)KX I he initial inspiration 
loi a mass .ippniach lo illili la. y eiiicgeil lioni 
il.s soliiiilais.non gioi iiiiih-iii cs|Kiunstsol 
llic People's Scic'iui Mosuiieiil. (PSMi ,iiid 
in paitu ul.ir that ol ihc Kei.ila Slcislra Sa! ilv .i 
P.iiishad 1 KS.SP) 1 he i aiiipaign .ippi<i.ich mas 
thus lie seen to h,ive a glass loois hisis ol 
.iiganised sinial li.in' loiinalion smial a< non 
that was wiik'i than .iiul imlusivc ot liler.uy 
and educalion this appioasli .iiquiiid 
legiliiiiacs al tin- .eiilie piiiiiaiils among 
.idnimisti.ilive and .K.ideiiiii uiiles and to a 
liiiiiled (sleiit aiiiiitig llu- (lolilK'iil |i.usic‘s It 
was then selcilively applied in a dei enirahscil 
in.miier initially in a lew hieh lileuicv regions 
Ihe cainp.ugn appuush niiglil be hiietly 
UescriK-dasaiotKc-ilLOi lloiiitiv,livings nous 
smulis'sisiiiccs wilhaliighilcgreeol voluiilary 
(omimtiiH-iii lo .iddiessine the piohleiii ot 
illiteracv. in a delim-d region and within a 
hiiiii.-d puiiod ol time The iiiaior steps duni.g 
till prc|ui.)lotv plnisi ol tia.’ lainixiign aie 
planning iivetings In ideniily ind'viduals and 
oig.iiiisiitions tiul enuM seive ,is lesoiiices 
' reating an eiiviionnii-ni tm literacy Ihiuiigh 
i uliiii al imdsilisationand Ihe uv> ot folk cultural 
loims. tlie oiganisation of coiiiiiiiticeii at the 
level ol Ihe destnet, blocks and vitlages/wards. 
conducliiig a survey lo idenlily leuiners and 
msiiiiciois, Ihe pieparatum ,ind acquisition of 
insiruclioiial iiiatei i.il training piogiaini.ics lor 
mstriielion ai vanuus levels, all ot which 
vonstiiiii,' a mohilisalioii that l.ists lur about 
SIS tiionllis to be tollowed by the leuehing 
le.iiiiing phase, ilv im'iiiloimg and esaluation 
lasting about a vear 1 he pust-liicraev phase 
IS evpeelc-d lo last aiiollier iwo vears In May 
I‘>91 the Mend in sanclions shiiied Ironi high 
liteiacy rate di.s(tici.s to low liioiacy rale ones 
wiihmthcnuniiernHindi spuakingbcit Ditrmg 
199.1-94. ot the 107 p<o)eetx sanctioned by 
NLM, S 1 were in the lour slates of Bihar. 
Mudhya Piadcsh. Raiasih'in and lIttarPraiksh 
I'his tiend continued 

(To be Continued) 
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1 INFRASTRUC.TUKE I-EASlNc; iSc FINANCIAL SF,KVIc:FS I IMlTF.n 

I ANNUAL CIENVKAI, MKE IINCS S I AH Ml-NT <>E I>hl-I’AK S TAH 1 KII, ( II AIK MAN 




rni: rh(;i i.aiory framkwork 

IN rilK N1 \V Mll.LKNMl'M 



Dccpak S I'aa'kh 


lADlES AND GENTLEMEN 
It j ACS me yAMt plcisun.' to wcUomc y«ni to the Annual 
General Mcctin{i ot Infrasirucrun.' loroMiig & Finaiisial 
SersKcs lamiteJ (IL&FS) Youi (aimpany lia.s i'aicii\sdl 
in the piceeJing financial year, with o|H:iating imome 
incieasingtiv 21%) to touch a kveloi'Ks fH6 million Ciiseii 
the continuing industtul slow slown, asset expansion 
A’liuineif miKlcratc in the war under review Nonetheless, 
your C'ompany was able to achtm’ riie financial close foi 
the IX'llii NoidaToll Kiidge project .is W'cll as the VadcKlaia 
Makil Ro.id projext, .ind minains v'cll (visitioncd in thi 
intro-strucnite sector 

Thc’-iiiunciol results of yoin ('< >mpany has'c Iven with s i m 
fe>r some time now, .and 1 will hence m it dw ell on the sanw 
Instead, I thought I would use this oppormnire to sh.iii- 
with you my }X‘ts[icctive on wh.it I believe to lx-of singuLu 
im{H>rt.uice in the new millennium' the international 
regulatory iriunework ‘Hus is a fnimework that w'lU detinc 
the contours of how we conduci our Inisincss, and is hen.e 
one that will impact escry facet of our woikiitg lives 


GLOBAL TRENDS 

But before I dwell on tlw regulatory tr.imework jx'i se, 
{X'rmit me to digress tnini the stibjcxt to highliglit some 
emerging gloKtl treixLs It is ini|iort.int to undeistand these 
trends, and to .cssess wheie we stand os a counirv, as .an 
ecmuiiny, and at the level of each business cntcr|>nsc 

(1) Currency I would questit m the .ibilire < if C 'entral B.inks 
to continue to profit emllesslv tnim seignor.ige 

Despite dK weakness nf the Euro after its successful ji 
debut, aod the xtiuctural weakness that condnues to ' 
beaetlheJimaneseectincimyylhavenDdtwbcthatwi^!' 
a decade, ||obal cuneacies would cMiIy coinprise of the 
ii DbDar, ^ Eum, and the Ifen. In die kxiger term, we 
|| could even end up vdth one eflEecdvc coriencj^ one , 
ll nionetaryauihorityandoneregulaecicChAtfdKrnncdtuin , 
|i temt, with incirosn^inteninciihingoftxnnotntc policy ' 
in the hostcountries,! would ex|K^ a virtual peg to'he 
I esoliluhed between diese cuittxici^ 

* MM V M ^ 


Argentina’s initiative towards the dollarisation of its | 
economy has suhsi.tntiailv biought forward the agenda ' | 
f<ir global ctirrcncv reform Argentina could accomplish ' 
dollarisation without the aci|uiescence of the United | 
States, and would only need to maiiil.aiii economic and '' 
fiscal ixilicies in coiuon.incc' with the USA Argentina's - 
doll.iris.ation alone would not concern the Ihiited States " 
However, if other countries followed suit, US jvilicv 
will need to be fiamed considciiiig the economic status 
of countries that adopted dollarisation, similai ro the ; 
mannet in which, the l.iiro policv (irescnilv t.akes into ! 
.ucount all rhe economies in the KU ^ 

It dollarisation g.ithers p.ice, the United Sr.Ues bed could , 
uiiwittinglv arhttrate indi\idii.il national |X)|icies, as it , 
could scaicelv remain hostage to the political 
retjuircinents of weaker ei ononiies Inei it.iblv, countiies , 
outside rhe economies of these host countries will base i' 
iiicre.asingly less degrees of tiecdom where inoiictara and 
fiscal policies are conceincd While I do not see India 
joining any cuireius hlix in the medium term, the tole ', 
of the Reserve Hank will mevitablv come into gte.irei 
focus 

1 * 

(2) Consumer Over the past decade, the consumer 
has become the locus of all business .ictivitv, with the 
consumer mote vocal, .ind increasinglv conscious of his 
rights Numerous consumer loiums has-e acquired 
unprecedented posvei in dcvelojxd economies Mutual 
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Funds rcpicsciiring the erjllcctivc walthof aiail iiivcston 
earlier Lsused eorpoiatcs to exit from counttie!> like South 
Airica to piotest against apartheid Moie iiu-iiily, 
Lonsumcr forums and spctialist interest gioiips mtorced 
the settlement ot hoiiKaust lelated claims iioni licrman 
and Swiss Financial Institutions an issue that u as only 
tepidly discussed for the past tilts' vears 

‘flic advent ol the Internet and F.-Comnieicc bungs the 
consumer to the fore in a manner that was nevei earlier 
visualised We can now oidci diverse giMids and services 
horn the Internet, and effect pas'inenr using tiu (Iredit 
I’aid settlement process As a corollars; wc hate the abilitv 
to export our goods and scivices. When tiaditional 
distribution channels arc thus teplactd. it becomes critical 
to protect the coiisumet against iiauc^, deceptive 
advertising and product non-cterformance I ssould hence 
expect an international initiative on ('vbei Law to Ik put 
in place to provide a means ot iediess.il toi the umsumei 
As a nation, sve need to put in jilacc an (tiectise legal 
fr.uncwork to protect the consunici to meet this new 
requiicment 

j In IndU we also need to understand the downsides; ' 
j distribution margins are prohibitive for numerous i 
I products ranging ftxim shoes tomusK and books. With > 

I the advem of E'Coramcrce, local warehuustug is , 
j inevitable: it will be easier and more efTeenve to buy a ' 
I bo(d( fiom Amazun.com dian fix»n a local book stOK 
uidesswcbegintoaddvaliK. Unfomuutdy thissvould ' 
prove Due for 3 range of products, 

(3) Product as a Commodity At the turn of the 
eentury, agiiculture .slowls give way to mdusitial output 
in terms of its (Kiceiicagc shaie ot ClDPot moie ilevelopcd 
economies 'lodas, .igneultuic constitutes onls 2%otthe 
CIDP of the L'SA Simult.meouslv, with the niurgeiice 
of the mfoinution cia .uul the result.uit emphasis on 
sets ices, mdusitial output Cixlas as ei ages less th.in .^0% 
of Cil'>r lor most t)F,C]l) countries As services continue 
ro cloininate the growth ol clevcloped economies, 
industrial output ni.iy reduce to oiilv ot CiliP, or 
even lowei 

Oppoituiuties scill arise as industrial c.ip.Kitics air cither 
.igglomcnted or sited over disjieise legions rtxlas, the 
t< >p fit !* sjiorts bi aiicLs me ludmg Nike, ReeN >k, Vdidas .ind 
Wilson, are latgelv ni.uiutactuicd outside their. oiintiv of 
origin We will sckiii see siinilai- trends m the bnmii and 
white goods sectors this in.i\ well be rhe stiuctur.ii 
dtflerciue in the consittution ot the GUI’ ot dtcclo(K‘d 
and developing cco.iomies over the next 2'i veais 


India can lx cftcetivc in its com|>ctitive posittonuig in terms 
of laboui costs and productivity. If wc demonstrate 
transparency in our regulatory framework, we could as yet 
emcige as a manufacturing hub tiir the repon 

THE ACCUMULATION OF WEALTH 

The coneept of wealth has undergone significant change 
ovei the historv of mankind, Irom livestixk, land, and 
precious stones in the earlv days, to more intangible tonns 
today Kailv in the millennium, loosely defined regions, 
and peoples blessed with strong leaders, were banded 
together largely through instnimcnts of war, to evolve 
into a Nation State The Nation State enforced the “rules 
of conduct” needed to sustain trade, the pohtv' .vnd sixiety 
at large 

jj - . _ 1 " . j 

I The bitfic premise was that wealth could only be' 

I generated a^ sustaund by maintaining access to land, 
labour and trade. Today, die situation is scarcely very 
' diflinent. While the concept of the Natkm Stam has ; 
j evolved and become infinitely mote sophisticated, i s 
countries nuw realise that the creattaa of sustaitMbte > 
iwealdtiequifcsNatkm5eaKStoma»misetheirixilfc^^ : 
potenfiai for trade, both within a tradii^ Uoc, and ; 
between the bloc and the rest of the world. I 

a I 

History is also replete with examples of how wcaltli was 
accumul.'iU'd tlmiugli war < >r simiLir episc xlic ev ents F.i]u.illv, 
hist« »iy denn msmites that wealth w.ts n-aliscd < m a sustained 
Kisis primanlv thiough ti.ule Ihe sea taring lutions ot 
huiopc had the comjKtitive .idvantage of sophistic iicd 
we.ijionrv Wealth thus .ucumul.ited in First World n.ttions 
through ii.ide with the Far F.ast and the Americas The 
tmpi'ranvcs of tnide wete at times met thnmgh forced 
(Kcupation, and latei thiough (xilitical subjugatum Rules 
ofeondud dieii servexi to enhance uadc Hows at the expense ^ 
of the Cailonies 


It IS my hypegfaesis that in die present uni'potac world, or 
in a fii^ bi-pohr woiM, Dade will (Mve dte swat^ 
j creadooofwmldi. The p^dcal structure of die hading, 
nations of the wortd, the oiganisation ofbuahets and the 
rules of conduct themMlves would be deCf^ fay 

this paradigm, bi India, our emphasis on foreign ditea 
investment be only ore of the ccsnponemt tocatidyse 

oacte. mtm underii^ dre aaeiidng 
exftioit other avaiiabie insmbnenu to |evetiq;e 
vigumes of trade. Only dien could the IndUn economy 
I emre dre wealth k aspites fiir its ponpie. 
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. I hcncc sec the pnncij:^ challenge of the millennium M he 
'^an apprcciacini cit' the “rules of umduct” that would he 
applicable. These rules will postulate how Nation States, 
Tastminons, busincs-ses and individuals relate to each other. 
N attun States that internalise requirements stemming fn >m 
the emerging rules oi conduct will be the winners 

THE NEED FOR REGULATIONS 

As Nations es-olve, regulations wiU be used to mamtam the 
desired .spheres of inllueiice As literacy and higher 
di.sposabie income rc-define individual aspirations, 
transparency and level playmg fields become the tcicus of 
debate SwirAirlanJ excels as a countrv with strict civil and 
rnmiiial axles that have facilitated des'olution ot authority' 
to die Cantonal level After all, Switzerland then did and 
shll tuis the higliest |x.'i capita iiioime ui the world In nion- 
leccnt times, Singapore has efftcM'irtly used regulation to 
enhance its comiietitive advantage. 

Ihe hU has now iormulated a .srx'ial code applicable to 
.ill Its nicmlxt c< luntnes This axle stipulates the minimum 
■''social 111 inms recjuired in a luntries that w ish to trade with 
the KCl 'I'he KLl has also Iormulated strict ens’ininmental 
guidelines to govern its trade relationships. Thus, in 
addition to formal oversight of sjxrcific activities, theie 
will also etnetgc iiitormal turners that would cHcct trade 
relarionships ads'erscly 

j The drive fbr j^daai,ticg»fatiois to'pfiediated on the j 

' premise that bomog^niKitioa df ctsitortss aod , 

I cxpectMaombbothilHirai^ks^ , 

I {Hutqgrt, theic difierem levels of 1 

j axmnikdevek^ineiitFidi^ton^^ , 

wiU mratt b coutitna ttmiiptwg ptowthin « global i 
I rqpibioryimneivciifcbey^ 

I lim is devtsedwMmitt repaid 


THE CONTROL OF CAPITAL 

I.ct me now bneflv touch on two issues that are dnving 
change today These are the traditional forms of capital used 
to sustain business, and secondly, IPK or human intellect 

(1) Financial Capital With gkihaluanoii of capital flows, 
investors now seek locations where the risk reward ratio is 
optinul Selection is predicated pardv on the fundanrental 
relative strength of economies, and in an ec]mi measure, 
on percepnons and sentiments 'Fhc US capital market is 
the largest pmvidcr of capital, and global corponuions are 
today accessing this market. These eoryiorations today 
hciKhniark thcii aides, norms .md disclosures m consonatKC 
with US regulatory frameworks, as a precursor to a 


i 


NASDAQ and NYSE listing Some of the most resiwctcd 
European corporations including Philips, Siemens and 
Deutsche Telecom, have rc-onenred their accounting 
Standards with an eye to seeking IIS valuatioas. Norms 
ti illowed in their countrv of < inpn < n the El’ will gradually i 

become irrelevant. We cannot be oblivious to this j 
requirement ; our leading aiqxiiatioas will also need to 
benchmark against US standards in order to access capital 

(2) IPR The information age has rc-.sha}Kd cxii poratioas 
into knowledge industries, anil a kev competitive advantage 
IS to enhance knowledge within the corporation and 
document its institution:d memory This has hccome mt iie 
cs'idcnt in all successful coqxiratioas, lx* it IKM or Bcxhtcl 
IPK also assumes greater importance in emerging sccuirs 
of technology such as semi-conductors and life sciences 

to daft ftiaqpa Moocatet rito llm 1^^ 
inmindto)]^ boMwtti aftd.taanMi put 

: <>flfahftodan><9ittldividfc.toifaei^^ 
wmto^edtitoaaitor^ptontopdieagctni^ 
i todi»toftiraiatioaaJp,picieeMc»iietaof|^^ 
there i|« iMcd to pram die I 

dkvdopifig ecoDOOBtre Hke India where tn^dreial 
pnxesMe ooiAe under threat 

. ’ ’ I 

THE EVOLirriON OF THE WTO 

I 

()\vr the past fe'w years, (>EU1> countries have accclerared 
the pnxess that first lx‘gan with the l^niguav Round of j 
GAIT in the 1980s. Today, the World Tratk ()rg.imsanon i, 

f WTO) has emerged as the .successor Insnrurion to GATE j j 

insofar as the sennee sector is concerned I'he role of the l| 
WTO fuis as.sumed increasing primacy; bur this primacy ls * | 
scarcetvatnflncci only to trade The WTO ik»w encompasses j. 

diverse fields of economic activity, including financial ^ 
services, tclerommunications and IPK ('.urrendy the WTO ! 

is c< xitemplatmg initiati' ’cs relating r» i cn\ itonmciital jxilicy. 

The Organisation now has a direct impac t on the affairs of j 
Memlxir countries, with a reach extenciing bcY< Hid national | 
Ixirders, given its unprecedented authontv to enforce trade I 
rules No better example exists than the recent US ban on j 
■in array of unrelated Eumix'an cx|xirts .is a fall out .if the , 
f.U banana di.spute | 

THE WTO AS A GLOBAL REGULATOR 

II 

I sec die WTX) cvolsing rapullv into tlw nJe of a global i| 
regulatoi I attribute the present impasse that has arisen ' j 
.u< aind aj^Hnting the I lead«if the WIO tt i this evt Jutii inarv |; 
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I 

I (xtteiuul It >s nt)t merely a battle tt) obtain a smeciirc on 
I lutionaliat gniunds the un{via&c has arisen as the US and 
I otherOKa> Lountnes vuuaiisc the Head • >f the WIX) m be 
I more imfxirtaiu in the new millciuiium, than the Head oI‘ 
I any iithei muiti-lateral Institution 

!! In India, we have licen sadly lacking as tar as < mi regulatory 
: frameworks arc cuncerncil After almost a decade tif 
liberalisation, the 'FRAI only has the status i it an ai bitratoi, 

I and the Sb.Kl Is are yet to huKtion effecnvelv 1 heie is also 
I little recognition of the importance ol International 
Regulators' issues, and I do not see an api'u station of these 
' issues across the ivilitical siKitrum 

I India actively opi-Kiscd the initiation of the I 'nigiiav Round 
■ when its agenda was first contcmplatc'd in 1986 As it turned 
j I out, Irivlia Ix'came a bcneficiars’ ot these trade lugi itiations 
jl I have no doubt that developing countries, especially 
ij countiies with large domestic ecoiHimics like India and 
I China would benefit from die Millciuiiuin Round of trade 

I ncgotiatioas that has nose lieen msKited iss the US The 
Millennium Round is likely to bring som)Ktitive point; air 

! j trans[iortation, and dircvt uivesuiient within the ambit of 

II the WTO HssentiaUy, future Wl'O decisions would impact 
an anay of national policies, including (xilicies on issues 

j once considered to be of only domestic concern Tlie need 
I of the hour, then, is to understand WTO related processes 
1 in < irdcr to reap ct impctitive advantage 

I THE WTO AS A CLUB 

1 There has lieeii a greatei conccntiation of wealth in a fesv 
J couiitiies in the past two decades, than has occurred ui the 
I previous histi in' i if mankind 

I'l ' • ' -T- . ■ ---1 

I km icmxly auipruiag then di*t dtere has been an , 

i I meionhleiflcRaiieinmcnKamcmumtuci^ | 

|{ iKplatuiyfiniae«rari(|,.0»it^ j 

i| ; «n&UbydieprkKi(4eofeiiduidviiy:Tberuksfuretiixy | 

ii ' tt>ifaeC]ubtRicieadytud(knvD,aodaretypka%wri^ I 

j; ' i» die advaniafe Founder Members. Remainii^ ! 
:j . outside of die mcmbcrdi^ uf the Chib is no longer a ! 
j: vitUetipdoa. 

II ‘‘ - ‘ 1 

j I Tile last few months have lieen dominatc*d by the debate 
' j relatuig to (;hiiia's entrs to the WfC) Uiiven the jxiwer of 
Its econoinv; China has placed this issue sejuarely on the 
il international agcndi Uhina has recognised l^'at the WfO 
I IS a ioruin which II just cannot Ignore Tlierc'is agiowing 
tccognition that China's nicmlx'rship » a fait accompli and 
I; the debate rcLites to timing and concessn ms China realises 
I that WTO nu mU-rship implies it h.is to .uiopt the niles ol 
I' the ('lub, including the Iibeialisatiiin ol its tliMnci.il scxtoi 
and telcxomnmnications 


In effect, the WTC) has Iwcoine the largest gl< ilial regulator ^ 
In a lightei vein, I believe that airlines will realise new ’; 
dcsnnation for traffic is Cicnes'a rather than Washington, as 
trade, rathei than monctars’ pihcy; increasingly defines 
relationships in the next millennium 

EVOLUTION OF THE INDIAN REGULATORY 
FRAMEWORK 

As a country, I belicvx' it ls impscrativc that we first accept 
the picmisc that the emerging international regulators- 
framework would irres'cxablv affect our exonomy and our 
businesses If this premise is accepted, I woulif urge that 
action be' mitiau'd on rhrev fronts 

(1) Ministerial Framework It is lashionablc today to 
talk ofcoqxiratc govcinance, and the framevcork lequirixl 
tor managing out public coqxnations But it is also apixisitc 
lo aiidicss issues relating to the gos-cinance of the 
Cioverninenr Diverse economic Ministries has-c evolved 
oscrtime, and in tesponse tosfxxilic leqiiirements lixlas. 

It IS aiguable that there is a mull iplicits'of Ministries, and a 
t,ise could be made for greater co-ordin.ition between kes , 
Ministnes in okIct to gam t«x.us, .uid acc|uin: the rei]uiiccl 
breadth of authorits’ 

' (a) With c-oi>s«tgeiKei)ftechn(>l(^;ics and cnd-iise, there ! 

is a need to avordimuc the fuiKtiuns and policies of the ! 
j Minisay of Cominunicatiiins, 18 cB and IXiE. In the : 

. abteoce of a unified structure, there is little possibihty ; 
of our rendering a o^ent response to coovetgent | 
dawluptnents in inedb, sofiware atxl tc^^^ 

(b) I would similarly adsiKate combining the Hinctions 
of the Ministry of Indusny and the Minisiry of (aimmcree 
Rcs]xinsibihty for all matters dealing with the WTC) could 
Ix'^ accorded to ihe merged <'ntit\' Wc are- a mcmlxT of the 
WIX ), but our lev el ot pre'p,uedness ti i fulfil WIX ) ci ivynants 
.ipjx’ars lo Ix' cjuite abysnul Indian csjx irters w< iiild sixm 
need to comply with requiiements stemming from 
packaging to testing, the infrastruciurc needs to be 
:ncticulousl\ planned and put in place 

(2) Financial Services Authority 'nic United Kingdom 
has combmed all regulatoiy powers relating to financial 
services w'lthin the recently created Financial Services 
Authority. The creation of the FSA in effect recognises the 
overlap Ix’twcxn the sex unties industrv' the lunking .scaor 
and the- insurance indiisrr) 'ITic US has similarly attempted 
a uniiicd structure, but its initiatives have remained 
unsucccssfiil in part due to the historical Glass Steag.tll Act, 
and partly due to political considerations It has been 
c (immented that US rcguLui >rs have remained effbetive due 
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ni the efhim of the individuals heading its Trensurv, the 
> H:d and the SEC We have a .simiLir situation ui India hut 
we simply cannot aihird to depend on (wtsonalines to 
render the structure eflective We need to move 
expeditiously on creating our own version of the FSA. 

(3) Subordinatiun of Political Processes- There is a 
clear ncal to sutMirdinarc populist pilitical pnKcsscs for 
a broader public purpose The iieation of the liuro 
cxpbsitly reiognises rile loss of sovereignty of mcnibet 
countries in relation to monetary and fiscal {lobcics. 
Member countries of the F.U have taken this step 
consciously, recognising that iii a global economy, they 
need to abide by global requirements of monetary policy, 
irresfieciive of pressures faced from individual political 
(oiistituens les India appears destined ioi an era of 
coalition pilitics This is all the more reason for monetarv 
and fiscal |H>l^cies to be implemented without regard to 
[Vilitical considerations The Reserve Rank of India must 
Ih- given a clear mandate in tins regaid 

OPl’ORllINfnbS IN TH1-: Mil I KNNIUM 

' India must re dcTiiie her |X)sinon toensutc that commercial 
■uid foreign {lolicv strategies are aligned to meet with tins 
new lealits I have a few suggestions in this regard 

' First, we mux seize the opportunity to buiid » new . 
' regional trade bkK. There hia been debate on an lean, ' 
I India, China axis, with the ol^ecnveafltnking the thiee | 
: must resiUent economiea of the region. Ibe chite i 
j oiximricsareinntycttkxlinwithjaigatiwteciHditkm, i 
I and sudi an axis would nur bcignwed by ASEAN. It 
I may be noted that die NAFIA and MERCOSUR > 
I allufices are based on similar thought processes. 

, At a second lc*vei, Indian businesses have op^xirtunities for 
.c agglomeration of a large capacities to serve the wider 
' '* icgional market Bc-sidcs ettliancing our uifrasmicnire basc 
to sci/c this oppotnmitv, we should build a stlonger 
{Hisinomng on enviionmental issues and latxmr markets, 
.tnd use increasing consumer advoc.tcy lo rc-shape 
corporate location choices IVansparcnt laws in relation to 
child Ulsour, for e\,implc, .are c-flectivoselling (xiints, India 
could e.vsily develop an edge in this area 

I..tstly the knowledge cia pnividcs the opportunits- to 
leapfrog the* iiiithil stages of traditional growth cvcles To 
achieve the foregoing, we will need lo enhance oui 
educanonal .system cspccialh’ vcKanotvil training .vul higgler 
cduc.ition Such a hxus on cxiucation is imperarive to adapt 
to emerging knowlc-dge sectors- software, inftirmation 
technology and life sciences. 


' IkrdM^thepowerc^GORipmii^iibe^pi^ ! 

!: genomie itMfmag and dx DNA xqumcti^ pnxeat. 

{ TrwIUocii^^ hat bism outside dx pixs^ 
Ckaipacwkxx given the need for lat;^ BAcO bu(%Bts. 

abd.Enter cornputtog rei^quM ate now 
|;redudi«|f,.l^ cost of retearch, and pubiiclv funded 
"I pnxpcaiM tinder sotne Endings pax of 
''and aceetsible to all. This provides a si^Hkanr 
!' infttnnadan database dut India could leverage upon. 


CONCLUSION 


As I stated eailicr, the WTO is a serious business 
oigaiusation I.ittle wonder then, th.u senior (lohncians of 
ineml'ier countries vie to get a bc-rth, even if the job entails 
oversight of only a single neparmic-ni or lunciion 

.•\s [xilincians beci >mc sujvr bureaucT.its on a gk ilial srage, the 
clixk IS turning Kick when we reach tlx- tx-w milleiuuuni 
significant economic power is garnered noi by elected 
K prcsenram'us of the |x-< >plc, but Iw indisxluals .ippointed .cs 
gii<irdi.ins of the ni-x rules < il'ci induct 


'lhank ssni 




1 )c‘cp.ik .S I’arc-kh 
('hatrmoH aftht Ruarri 
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Dynamics of Food Intake and Nutrition 
by Expenditure Class in India 

Abusaleh Shariff 
Ananta C Mallick 

In spite of early apprehensions, the footlfttatn production in India has kept pace with population growth. 
Acute large-scale famines, which used to occur periodically before independence, have now been eliminated. 
In .spite of tilts, a large proportion of poor hou.seholds across India does not have access to adequate food 
due to lat' of purchasing power. About 35 per cent or around 325 million Indians are classified as 'poor'. 
Over 70 per cent of the family income in this category is spent to meet food and nutritional needs alone. 
The quinquennial consumer expenditure surveys of the NSSO make the estimation of the per capita intake 
of different food items and consequent supply of energy, proteins, fat, iron and calcium, possible. In this 
paper the.se estimates are presented at the all-India level according to expenditure c lass categories. According 


to this analysis food and nutrition 
into poverty e.stiinates. 

I 

Introduction 

ONH of the noteworthy dchicvcmcnts in 
recent history has been that during the last 
four decades agricultural production grew 
fasicr than what had been piedicted and 
Its gn>wth has been more than the growth 
of population Howes ci, the expectation 
that a population ot S billion could easily 
be led has not been met, not because of 
food shortages but largely because hungiy 
people do not have ihs means to purchase 
(iMHi In last 200 million or more people 
have starved to death or died of hunger- 
related diseases in the past two decades 
all ovei the woild (UNICEF 1992] and us 
many as a billion people are chronically 
undernourished today, about SO per cent 
seriously fllN Population Fund 19911 in 
several major developing regions, includ¬ 
ing Africa and Latin America, the number 
ol hungry people has continued to in¬ 
crease. despite the impressive gains in 
l<Kxi product ion Outright starvation today 
IS pnniaiily a problem of foixi dustribution 
lailuie, often precipitated by politics in an 
already vulnerable. po>irly nourished 
population, as in tragi- Somalia and a tew 
years ago in Ethiopia and .Suilan. But, 
while these acuic ca.scs gain public atten¬ 
tion, they constitute only the tip of the 
iceberg ol widespread hunger, mostly in 
developing countnes. the causes of which 
are more complicated (Ennth et al 1993]. 

In India acute large-scale tainiiies which 
u.sed to iK’ciir penodic.illy beiorc indepen¬ 
dence have now been eliminated [Sen 
I9S3 (lopalan 1995] The population ot 
India lud iiKleased from 439 million in 
I9()l to 834 million in 1991 at a rate ot 
2 2 per cent pc*" year Foodgrain pnxluc- 
tion had nearly kept pace with population 


deficiencies are much larger than wi 


growth liom 82 million tonnes in 1961-63 
to 175 million tonnes in I‘Wl-93 with a 
growth rate ot 2 56 per cent per annum 
n'ahle I) As a icsult per capita toodgrain 
availability had increased from 189 kg in 
1970-7310 191 kg by 1980-KUnd201 kg 
bv 1991-93 (.Snnivasan and Shanft 1997J. 

India achieved near self-sutticicncy in 
the availability ot foodgrain by the mid- 
scvcnties due to the remarkable success 
ol the gioen revolution And this sclf- 
sutliciency in food has to be a.ssesscd in 
the light ol the limited purchasing power 
ot the Indian mas.scs [.Sen 1983) Still a 
large proportion of pooi households does 
not have access to actequate fmxi | Gopalan 
1995] According to .Sukhatme (1982) 
•some 50 per cent ot the people in India 
are estimated to be .starving for want of 
aucquate purchasing capacity and accord¬ 
ing to him thic proportion of the starving 
pool IS rising 

India's nutrition problem is thus not so 
much one ol lack ot foodgiains at the 
overall national level, as of lack of ad¬ 
equate access to kxid In (he case ot ovei 
(at lca.sl) to per cent of poor hoascholds 
the family income is so low that even if 
70 per cent ot (hat family income i.s spent 
on iocxi. the nutritional needs aic not met 
(Gopalan 1995], .So the nutritional prob¬ 
lem of India is not just that of the pur¬ 
chasing .apacity of the pooi. but a more 
complex problem [Sukhatme 1987] 

To reduce the undemutntion, one has 
to first determine the extent of malnutri¬ 
tion. and tlie sire and extent of the popu¬ 
lation getting sutlicicnt energy, proteins, 
I at, iron and calcium, which are essential 
to build and maintain a healthy body and 
mental growth The other question to be 
asked IS whether 50 years ot effort in 
enhancing economic progre.s.s has changed 


one would conceive by looking 


the structure and pattern of consumption 
and the forxl basket'’ If it has, then how 
has It changed the nutritional status of the 
masses'’ The mam objective ol this paper 
IS to find out some lelcvant answers to the 
above questions 

1'his paper presents recent data on the 
distribution of expenditures on fixxl ac¬ 
cording to expenditure class for India 
emanating troiii the most recent quinquen¬ 
nial mrvey ot the NSSO Data on the 
quantity of 1 «kk 1 consumed are also pre¬ 
sented All these data are subsequently 
need to estimate the supply of calone and 
nutrients according lo expenditure class 
which when compared with the norms ot 
the all-India averages highlight the .sur¬ 
plus Ol deficiency as the case may be. 

II 

Food Consumption 

Basic data on quantity ol the food items 
aic taken from all die quinquennial sur- ^ 
veys of consumer expenditure ot the * 
NS.SO.' While the quantities of fiMid items 
such as cereals and pulses are given in the 
original tables, the quantities ot otherfood 
Items such as milk and milk pnxlucts, 
edible oil, vegetables arc estimated from 
rupee values The prevailing price aver¬ 
ages of these fixxl items have been used 
to arrive at the quantities con.siimed Hie 
data on prices ot fcKxl items were collected 
from the official .statistics published on a 
regular basis in thelndian Lal?our Journal 
and Agriculture Situation of India.^ For 
conversion of expenditure on fruits, com¬ 
mon fruits like banana, orange, papaya, 
etc, arc taken into account. To estimate 
the consumption ot calories and micronu- 
tnents, (he unit nutntion value of each 
Item [Gopalan ct al I9g]] was multiplied g 
by the quantity of the item consumed. The 
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per capita per day consumption of nutri¬ 
tion value has bem computed by dividing 
the above estimates by a factor of 30. 

There are certain limitations to calcu¬ 
lating the nutrition value, lor example, 
consumption of wheat. Wheat isconsumed 
in various forms and according to that the 
nutnents dil for Take the example o( energy 
in vanoustormsot wheat like wheat whole 
(346>. wheat Hour (341). wheat Hour 
refined (348). and wheat germ (397) In 
this estimation wheat lloui has been taken 
into account since it is used most com¬ 
monly Our estimation of nutrition lor 
rural and urban areas diHcrs little Irom 
NSSO estimation Table 4 shows that our 
estimation ol energy is less by 53 kcal 
than the NSSO estimation lor rural aieas. 
and by 71 kcal lor urban areas 

To derive the nutrition valiis Irom 
consiimei expenditure data may present a 
somewhat distoited picture This is be¬ 
cause “cooked meals" prepared in the 
lu)U.sehold kitchen and piovided to the 
employees and others arc included in the 
domestic consumption nl the payer Imuse- 
lioid Thus 10 avoid double counting 
cooked meals leceiveil as gilts, chanty or 
Irotn employer household are not included 
in the recipient households as deiivcd 
nutntion intake may eet inflated tor the 
rich (net donors) and some what under¬ 
stated toi the pool (net lecipients) 

Reloic a liiscussion on i|uanti*y ol food 
consumed by lural .md urban aieas is 
made. It IS usetui to discuss the cxpcndi- 
tuies on v.u lous tcnnl items over time The 
patteiii ol household expc'nditures sug¬ 
gests that dining itu' seventies a major part 
ol expeiulituie in rinal aieas was on 
ceicals. while in urh.in arnas only unc- 
ihird ol the total expenditure w as un cereals 
and the rest was on other food items 
(Table 2 ) Dunng the eighties the share ol 
ceicais in the tood basket had eoinc down 
to around SO pci cent in lural areas In the 
.same penod in uihan areas the .shaic ul 
cereals had come down Imm 32 8 per cent 
in 1983 to 26 4 per cent in 1987-88 and 
25 7 per cent in 1993-94 The temaining 
75 per cent ot the total expenditure was 
on food Items other than cereals The share 
ot rice and wheat m total cereals in both 
rural and urban sectors has incrca.scd over 
the la.st 21 years In rural aieas while its 
shaie has increased Irom 73 4 per cent in 
1972-73 to 88 per cent in 1987-88 and 
90 7 percent in 1993-94, in the urban sector 
the increa.se has been Irom 88 per cent m 
1972-73 to 96.3 pei cent in 199.3-94. 

Inlomiation on quantity ot consumption 
of cereals since 1970-71 to 1993-94 is 
pie.sented m Table 3 It shows that since 
the early seventies, hot h m ruial and urban 


areas, per capita cereal consumption has 
been declining Average all-India rural 
per capita consumption fell from 1.5.4 kg 
m 1970-71 to 1.(4 kg in 1993-94 while 
the urban con.sumptum fell from 11.4 kg 
to 10.6 kg during the same period. The 
per capita cctc-al lonsumptirm declined hy 
0.52 per cent per annum m rural areas and 
0.29 per cent |)ei annum in urban areas 
Table 4 shuiss per capita consumption 
ol ccicals. pulses and other food items 
lor a period ot .10 days by monthly pei 
capita expcndituie groups tor the year 
1993-94 hy pl.ice of residence It also 
gives additional iiilonnation about share 
ol rice and wheat and their collective 
contnbuiion tocea'als and share of cereals, 
pulses and other lood items to total fiNKi 
and the coelliiieni ot variation across the 
MPCT. classes The per capita ccical lon- 
siimplton III uiban aieas is only 10 6 kg 
as compaicd to 11 5 kg m rural arca.s m 
1993-94 Anothei outstanding leature ol 
cereal consumption in both the areas is 
that as one move> tiom poorer to richer 


hcniseholds, pc*r capita quantity of cereal 
con.sum{ttiun m the urban sector reaches 
a plateau at the level of 11 kg beyond 
which It docs not rise with torther increase 
m MPTE class In rural areas, however. 
It keeps on increasing till the last MPCE 
class It can be noticed m the coefficient 


Iahii 1 Pm CspiiA C'liNMiMriioN (M CWals 

{Ki!\/mtuUk) 


Year 

Kuial 

Urban 

1470-71 

15 IS 

It 16 

1972 7f 

IS 2b 

It 24 

1471-74 

|5()4 

11 12 

1477-78* 

ts25 

It 62 

1481* 

14 KO 

II .10 

148(i-'«7 

14 20 

1040 

1487-88* 

14 47 

It 14 

1484-40 

14 00 

11 04 

1440 41 

14 (8< 

It) 87 

1441-42 

11 SO 

10 68 

1441-44* 

1140 

10 60 


Niilr * N.S.SO quiiiqurnnial survey years 
Soune Dorunicnt of liNIip Snui/i Arui 
Mimimi India Counii \ Hepi-tt, 
l-irsl llriid November l‘W7 


1 AMI I I r-IKHXiKAIN ANO PtM'IU AIIIlN tlK(>» III 


Peiiod 

I’opulaiion 
in Million 

Growth 

K.IIC 

Foudgiains 

(Million 

(Tonnes) 

Cibwth 

R.ite 

Pci Capua 
Foudgrain 
Pioductton 
(Kilogfumsi 

Cin>wlh 

Rale 

)4hl-b1 

4.14 


81 6 


140 8 


14/1-71 

548 

2 21 

10.1 5 

2 40 

18b 8 

2 8b 

1481 81 

681 

2 2.1 

110 8 

2 1b 

147 8 

0 57 

1441-41 

814 

2 02 

174 7 

241 

184 7 

-041 ■ 

1461 41 

iia 

2 lb 

na 

2 5(. 

211 5 

1 00 


Ni>lc\ The popuKilion tipircs arc tmiiicensus years I9(>l, 1471, I9KI ,in<l 149), soihegniwthratr 
will o'Uil IS iiiier census gruwtii rate 

In 14X1 no letinus was conducicd in Assam Oowever tlic pro|eclcii populnlion »t Assam 
)us been ta).on 

In 1441 no census was conduclod in lainmu and Kaslimii tiowever the pruiecled 
piipulalimi of Jammu and Kashmir has been nikeii 
Hondxr.iins in, lude cereals and pulses 
Soun (I) Ottiie ol the Registrar CSeneia) ul India India 

(2)Aa‘a and Pioduclion ol Piiiikipal (Tops in India 1441.44 ui 1444 4X Director of 
Biunoiiiiis and Staiisiits Dcpaitmcni ol Agiuuliurc and Co-opcnuises Ministry at 
Agiii uliiiic, Cicivernniem ul India 


Tkbii 2 CoNsuMniuN bxiSNiiiii.Ki n«i Pimiu In ms am) Pi*< i nim.is 


Year 

Ccieals 

Pciicniage 
to Total 

Rice 1 
Wlical 

Pciicntagu lo 
Cereals 

Oibei* 

Fi'od 

Percentage 
lo foial 

futal 

Food 

Hand 

1472-71 

17 4? 

55 7 

1.1 15 

714 

14 24 

44 1 

12 16 

1477-78 

22 50 

.50 4 

P47 

74 5 

21 74 

44 1 

44 11 

148.1 

lb 1| 

44 2 

na 

- 

17 42 

50/ 

7171 

1487 88 

41 11 

41 0 

16 14 

87 4 

S4 44 

54 0 

too 82 

144.1-44 

bX 11 

18 1 

61 89 

40 7 

!04 64 

61 7 

177 77 

Uihan 

1471-74 

14 77 

.16 2 

11 04 

88 1 

26 07 

61 X 

40 84 

1477 78 

14 lib 

14 0 

I8(K> 

4) 8 

<8 01 

66 0 

57 67 

1481 

1) 85 

.12 8 

na 


65 12 

67 2 

46 47 

1487-88 

16 47 

26 4 

ii.i 


102 /8 

716 

114 45 

1441-44 

64 27 

2.5 7 

61 40 

46 1 

186 O.S 

74 1 

25(1 12 


Natr * Expcndituie un pulses is included in Othri Fmid 

Soane Computed liura 27 round 11472-71), 12nd lound (197 / 7X), .ixih round 11481). 41rd round 
(1487.88) and SOtli mund (1441-44) ot Qumiiuennuil Sune\ ol C'onuimei l.ipenJilutf 
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ot vanation of 12.S per cent in rural area 
with only 5.3 per cent in urban areas. 
Another ditTcrcnce in the consumption 
pattern in the rural and urhui sectors is 
the share of ncc and wheat to the cereal 
consumption. While in urban areas the 
share of both these items in the total cereals 
IS 94 per cent, in rural areas the share is 
only 10 pel cent less Since cereals like 
■jowar*. ‘bajra’, ’maiye'. ’barley’, ‘ragi’ 
and NO on are consumed in some amount 
in the rural areas the percentage of nee 
and wheal is relatively less. Data show 
that as the MPCE incieascs the .share of 
ncc and wheat increases So the differ¬ 
ences of con.sumption in the rural sector 
IS only slightly larger (CV 6 2) compared 
with the urban sector (CV 4 7) The share 
ot pulses in the total IihkI basket in rural 
ami urban .sectors is 3 2 and 3 K per cent, 
respectively, showing no difference in 
coasumption pattern but (he CV indicates 
more differences in the consumption 
expenditure in rural areas (12 3) than the 
urban areas (.5 3). 

A comparative picture of consumption 
of cereals and pulses by consumer expen¬ 
diture gniups for the years 1987-XK and 
1‘>93-94 IS presented in Table 5 It shows 
that in rural areas the consumption of 
cereals has been deemased from 1987-88 
to 1993-94 through all the expenditure 
groups Ihe differences of consumption 
of quantity arc more in higher expenditure 
groups. In the urban arras, lor the year 
1987-88 the quantity of cereals are 
.stabilised at more than 11 kg while in 
1993-94 It stabilised at It) kg and moic 


than 10 kg through the expenditure groups. 
Pulse, which is a nch source of protein, 
also shows less quantity consumed in 
1993-94 than 1987-88 bmh in rural and 
urban areas. 

Ill 

Nutrition 

In this part of the paper an attempt has 
been made to show the derivatives from 
consumption in terms of energy measured 


in kilo calories. pnHein, iron, fat, calcium 
and carbohydrates according to MPCE 
classes for the rural and urban population 
separately Energy, which our body needs 
the most for us function is requir^ even 
when the body is at rest or even when we 
aa* asleep. Protein, fat and carbuhydiates 
are mainly (he energy yielding aimpu- 
nents of a diet Proteins normally supply 
10-12 per cent ol energy in most diets, 
energy that carbohydrates and tat amtri- 

(Kgs) 


Tabu. 5- Pm Camia Oi'*Nniv oi roNst'MPiiON by MPCR 


Monthlv Pit _Rural _ _ Uihan 


Capita Expen- C ereals P ul ses ' __ Curujlv _ l*uisc s 


diture (Tass 

■|987 88 

1993-94 

1987-88 

1993-94 

1987 88 

199? 94 

1087 88 

I9‘)3.94 

1 

''9 84~ 

9 70 

0 38 

0 42 

9 17 

8 92 

0 46 

0 43 

2 

11 90 

II .32 

0 S2 

0 SO 

l()6S 

10 II 

0 58 

0 58 

1 

12 90 

12 (H 

0 63 

0 84 

10 98 

10 61 

0 66 

0 64 

4 

1(67 

12 66 

0 69 

0 67 

II 20 

10 7S 

0 77 

0 71 

5 

14 27 

1.3 22 

(1 77 

0 68 

II SO 

10 88 

0 8S 

0 78 

6 

14 75 

13 38 

0 82 

0 74 

It 24 

10«)9 

0 92 

0 87 

7 

|S21 

13 77 

0 8H 

0 79 

12 25 

10 92 

1 07 

0 93 

8 

IS S4 

14 14 

0 94 

OKI 

1 i 6<) 

10 9S 

1 IS 

1 (K) 

9 

16 (M 

14 .SO 

1 07 

094 

11 62 

10 74 

1 2S 

1 OS 

10 

16 45 

14 74 

1 20 

1 01 

11 36 

10 66 

1 32 

1 20 

It 

17 10 

IS 11 

1 37 

1 17 

II 19 

10 IK 

1 57 

1 28 

12 

20 58 

IS 9S 

2 01 

1 48 

12 32 

10 2X 

1 74 

1 4S 

All 

14 S7 

M45 

0 87 

0 

II 21 

10 64 

0 94 

0 92 

CV 

176 

12 5 

44 6 

12 9 

6 93 

5 30 

.36 82 

31 96 


(1) PmiipitaconsumercxpLiuliiuis'ingiiHipMn I'Wl‘)4 lurmr.il.iiiMwa, RscUO. 1.20 l-IO. 
140 1(,S. I6S-I90. 190 21!) 210 2tS 2 tS 2(,S, 26S-tOO KXI ISs ISS-tSS .tSS SM) 
amt -srai For uiKin ,iri‘a it vias Rs •, KiO. IM)-I‘l') 190 230. 2t0 2(iS 2(.S- tlO (10 ISS. 
tss 410. 410-490, 490-tiOS, (itlS «2S, K2.S-I0.SS anil >I'>SS 

(2) Pci lapilaconsuinei cxpcndilun: groups in 1987 88 for lural aiea was Rs --tiS, t>S 80 hO 9S, 
9S1I0 II0-I2S, I2S.I40 140 IWl IWI-lRO 180 2lS. 2IS-280 280 I8S amt -(Xs 
For uiban area m saiiK* vcai iiwras Rs-'90,90 III) 10 IIS. I IS-|(4). I60-I8S |8S 2IS 
2IS 2SS, 2SS-3IO. 110-I8S I8S 520. S20 7(K1 and >7(H) 

.Siiuti <■. CoinpulLd Iroin tables (jovcininent ol India, Dcpurtnienl ol .Stalislii s. Li vi-l and Paticm ol 
('onsiiiiiLi Expendtluiv, 4th i|uini|uennial survey 1987-88 and 5i|i quiniiucnni.'il survey, 
199.1 94 


Tabu 4 .Sikcctokc or Momhm Pi at \piiaFi)oii(’onsiimi'|ion ai MPTT , l‘)93‘)4 


l/n kiloeiiim] 


hems __Mund ily Pei Capua Expeii diluie Cl ass iRs) - Rural 



’.ss 

120 

l-U) 

I6S 

190 

210 

235 

265 

300 

.355 

455 

560 


CV 


•i.in 

to 

»0 

lu 

to 

to 

to 

to 

(0 

10 

to 

and 


acrusN 



140 

165 

190 

210 

235 

265 

300 

355 

455 

560 

Above 

All 

Expen¬ 

diture 

Classes 

All (.ereals 

97 

II 3 

12 0 

127 

11 2 

134 

138 

14 1 

14 5 

147 

15 1 

16 0 

! .5 

12 SO 

All puIm's 

PeiifHtagr \lutrr\ 

0 42 

0 50 

0 84 

0 67 

0 68 

0 74 

0 79 

0 83 

l)‘>4 

1 01 

1 17 

1 48 

0 79 

.32 93 

Rice to cereals 

41 8 

48 4 

53 0 

SS 1 

Sh 8 

S5 6 

54 8 

54 2 

52 4 

47 4 

48 1 

45 8 

52 2 

8 79 

Wheal in cereals 

27 4 

30 3 

29 2 

28 0 

28 1 

30 2 

31 1 

32 1 

34 3 

39 ’ 

39 9 

43 6 

32 3 

1.5 58 

Rice and wheat to u'lcols 

69 2 

78 7 

82 1 

83 2 

84 9 

85 8 

85 8 

86 4 

86 8 

86 6 

88 0 

89 4 

84*1 

( 20 






Monthly Per Capua hxiicndiiuic CUss (Ks) 

- Urthln 






Less 

160 

190 

2.30 

26S 

310 

3SS 

410 

490 

605 

825 

1055 


CV 


than 

to 

to 

to 

to 

to 

to 

to 

to 

to 

to 

and 


across 


IfO 

l<IO 

230 

26S 

310 

355 

410 

490 

605 

825 

1055 

Above 

All 

Evpcn- 

dilute 

Qasscs 

All cereals 

8 92 

10 II 

1061 

10 75 

10 88 

10 99 

10 92 

10 95 

10 74 

10 66 

10 18 

M) 28 

10 64 

5 30 

All pulses 

Pen'cniage shares 

0 43 

0 58 

0 64 

0 71 

0 78 

0 87 

0 9.1 

1 00 

1 08 

1 20 

1 28 

1 45 

0 92 

31 96 

Rice to ceicjls 

41 37 

48 37 

SI 84 

52 .56 

SI 91 

SO 14 

50 46 

SO SO 

48 88 

47 84 

46 86 

46 II 

49 62 

6 P 

Wheal In cerral.s 

40 47 

39 96 

39 68 

40 37 

42 to 

44 04 

4423 

45 II 

47 21 

49 16 

50 29 

52 43 

44 36 

9 36 

Rnre and wheat In cewaU 

81 84 

88 .33 

91 52 

92 9.3 

94 03 

94 IK 

94 69 

95 62 

96 09 

97 00 

|5 

98 54 

93 98 

4 70 


Sourie Computed hoin t.ibles. Onvemnient ol India. Depiuxnient ot Slatistics. I-cvel and Paltem of Consumer Expcndiiurc 5th uuimiucnnial survey 

1991 94 
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bate may vary from diet to diet. It ts 
desirable that the energy from fat should 
not exceed 30 per cent and the rest may 
be den ved from carbohydrate (60 per cent). 
The unit of measunng energy is calunes, 
which IS the amount of heat necessary to 
raise the temperature of one kg of water 
by rC from 14 5"C to 15 5*0 fGopalan 
ct al 1981] The daily per capita caloric 
intake is 2,4(X) kcal for rural people and 
2,l(K)kcal tor urban people (Planning 
Commission 1993) 

Table 6 gives per capita per day energy 
consumption by MP(’H class lor the year 
1993-94 presented in ktlocalune It shows 
that a substantial proportion of population 
both in rural (80 per cent) and urban areas 
(70 percent) is not getting its required level 
ol 2,4{X) and 2,1(X) kcal, respectively. If 
we go back to tlu' last round ol the quin¬ 
quennial survey (1987-88). we find that 
70 per lent ol the rural people and 60 per 
centot the uiban people i Appendix I'able 8) 


had less energy than the required level. 
It was even lower than the estimates of 
the recent survey of 1993-94 The un¬ 
derlying reasons could be the reduction 
of share of cereals in the food basket 
Appendix Table 8 shows that in 1987- 
88 the share ol cereals in total food was 
63 per cent in ruial areas and that it was 
10 per cent mine than in the year 1993- 
94. in the urban sector the share was 50 5 
per cent in 1987-88 which is 7 per cent 
more than in the 1993-94 survey 
The requirement of energy was not 
fulfilled in the past and over time its level 
has declined substantially Various sur¬ 
veys ol consumer expenditure show that 
ffable 7) in niral ureas in the year 1972-73 
there was a Qcliiicncy of 134 kcal energy 
which incrca.sed to 179 kcal in 1983 and 
lurthei to 247 in 1993-94. So the energy 
dcricicncy in the year 1993-94 is more 
than 10 per cent of the required level 
Fats. Fat is a necessary ingredient in the 


diet. It IS a constant source of energy and 
supplies per unit weight more than double 
the energy furnished by cither protein or 
carhohydiaie.s Prc^nce of fats in diet is 
important for the absorption of fat-soluble 
vitamins like vitamin A and carotene 
present in the diet * Deficiency of some 
ol the fatty acids causes some problems 
in the skin ^ Fat in diets is of two kinds, 
the visible and invisible fats. The visible 
fats arc those derived from animal fats like 
butter, ‘ghee’ and vegetable fats like 
groundnut, mustard, coconut, safllowm* 
and till The invisible fats arc present in 
food Items like cereals, pulses, oilseeds, 
milk, egg, meat, etc These invisible fats 
are believed to contribute significantly to 
the total fat and essential tatty acid con¬ 
tents of diet. In this paper the estimation 
of fats by expenditure group includes both 
the types of tat. Appendix Table 2 shows 
that out of total 29 grains of fats in rural 
area lor the year 1993-94, more than onc- 
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< 12(1 

12(1 (o 
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140 lo 
I6S 

16Tlo 
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19(110 
21(1 

210 lo 
21.5 

i 1.5 to 
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265 to 
1(X) 
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560 

> 560 
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CV 
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Uth.ni ■ )(<() 

160 to 
190 

l<X) to 
210 
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265 

265 to 
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31010 
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355 lo 
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4in (o 
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490 lo 
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825 

825 in 
1055 

> 1055 
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I'opuluium 

R 

4 H 

S2 

9 2 

II 1 

88 

10 1 
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9 9 

10 9 

98 

48 

5 0 

t(K) 



li 

SO 

SO 

9 4 

9 0 
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10 6 

to 0 

10 2 

47 

49 
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K 
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IS44 

I7ll 

1810 

192(1 

1998 

2107 

2219 

7357 

2515 

2739 

3175 

2 KM) 

23 82 


U 

1262 

1482 

1602 

1689 

1775 

I87< 

1941 
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2119 

2263 

2392 

2662 

1924 

19 Kl 

Protein (in }:i.iins) 

K 

17 

43 

49 

5(1 

53 

56 

59 

62 

67 
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80 

93 

59 
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1) 

16 

41 
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49 

51 

55 

57 

60 

65 

h9 

79 

54 
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The nutrition estini.ited ha.s been computed using ICMR and NIN conversion tables and nuirilioiiai values 
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touith Lomi; trom ceicaLs anil rest trom 
other l<KHj Items 

1tie dail> rcLommendcd tats consum¬ 
ption pet Lonsumer unit is 40 grants.^ 
Table 7 and Appendix Table 2 on per day 
pel person lats eonsuniptioii by MPCH 
class and by rural and urban areas lor the 
year l9')3-‘>4, shows that the bottom 80 
percent ol the rural people and 60 percent 
ot the urban people aic getting less than 
the recommended lex el The overall fat 
consumption is quite low in ruial area and 
slightly low in uiiian aiea The coclhcient 
ol variation is 50 45 per cent for rural and 
48 11 percent loi ui ban area indicates that 
theie IS a marked dillereiiec of fats con 
sumption among the MPCE classes It we 
go back to 1970 we find that since the first 
quinquennial survey ol 1972-73 there is 
an acute shortage ol lats in luial ait'as and 
in some quantity in urban areas (Table 7) 
In 1972 73 there was a shixrtagc ol 16 
grains ot lats in ruial aica which has come 
down to I i giams in 1983. and further to 
X.hgiamsin 1993-94 while the authors' 
estimation ol lats for the year 199.3-94 was 
a detieieiics ol 11 grams Ini rural ateas 

Another important icspect ol lats con 
sumption lor the year 1993 94 by Ml’CI; 
classes is that, uppei lit pei cent ol rural 
people and 20 pei cent ol tiiban people 
aie taking much moie lats than the rec¬ 
ommended level, which is also not good 
lor healih bxtensive ohseivalion.s on 
population groups have shown that con- 
suinplion ot diets in which tat supplies 
more ilian tH pei ccni ol ihe calories in 
the diet mav result in .in iiicicmsc in blood 
cholesterol While this may he true with 
persons leading a seilenlary hie. physi¬ 
cally active lilestsle .tnd vtgoious exei- 
cise help people to loletate higher level 
ol tats m the diet without much metease 
III hliHHl cholesteiol level |(iopalan el al 
I9M| 

Carholi\Jitiic\ Like lats eaihohydrates 
are also a souice ol eneigy They include 
glucose, cane sugai, milk-sugar, starch, 
etc Table 6 .xnd Appendiv Table 3 which 
show pet capita caibohydiates consump¬ 
tion bv monthly pcT lapila evpc'nditute 
class icvcmIs that ol Ihe total 399 giams 
ol carhohydiaies ol the rural aieas, 83 per 
cent ate liom cereals 3 4 per cent lioiti 
pulses and the lematiiing 13 6 pei cent 
tioin other IihkI items In iiiban aiea.s. 
although the bulk ol the catbohydiales ate 
ftom cereals, its shaie is loss than in the 
luial aieas It wi take the average W) 
grains eaihohydi.ues as the norm in ruial 
aieas .ind 341 in uihaii aieas. we lind that 
.ippiosimalelv SO poi cent ol the people 
111 hoth Ihe .ueas a. • getting les.s than then 
lesivitive iioims 


Prolans- Proteins arc one of the most 
important niitiicnts They help to develop 
our body and make good the wear and tear 
ol tissues which is a eon.stant feature ot 
the life process ** .So the deficiency ol 
protein in the diet will hamper the devel¬ 
opment ol oui body The recommended 
daily protein intake is 60 grams per pei- 
.son Table h shows that both the rural and 
urban populations have deficiency ol 
protein While m rural ureas the deficiency 
level IS only I gram, in urban areas it is 
6 grams The tabic also shows that 60 per 
cent ot the rural people and 70 per cent 
ol the urban people arc getting less Ihuti 
the lecomineiidcd amount The poorest 20 
pel cent ot the ruial people are better oil 
than then eounterpart in the utban .sector 
Pul.ses, which is the nehest .source ot 
piolein. IS consumed mure or less in the 
same amount in both areas (Table 4) Meat. 
Iisli and eggs aie con.sumed moie in live 
uihan sec’ioi and account lor only 2.S per 
cent oi protein from total lood So it is 
the ccre.ils which contain less piotcin hut 
ate consumed more which provide 70 per 
cent of piolem to the ruial people and 62 
pel cent lo Ihe urban people (Appendix 
Table 4) Again in Ihe urban sector con¬ 
sumption ot ceroais other than wheal and 
rice IS less which c ould have supplemenic'd 
the tequiied amount ot protein due to their 
neh piotein content Previous survey of 
1987-88 (Appendix Table 9) shows tliat 
while Ihe I Ural people had sulticieiit pto- 
tetn level the iiibun people hail reporlcd 


a deficiency level of 6 grams of protein 
similar to the .situation in the year 1993-94. 

In the past protein consumption in rural 
areas matched the recommended level 
while in the urban areas there had always 
been defic'ioticy Table 7 shows that in 
urban aieas in 1972-73 the deficiency was 
4 grams, in 1983 it was 3 grams and in 
1993-94 It was nearly 3 grams 
Iron Iron which comes under tile cat¬ 
egory ot mineral salt, is an important 
constituent ot fotxl Its deficiency causes 
anaemia, a condition in which the haemo¬ 
globin content ol blood is low More than 
2 hiiliun people piinctpally women and 
cliildien aie iron deliciciU WHO estima¬ 
tion suggests tliat 51 per cent ol children 
imdcT the age ot ioiii in developing coun¬ 
tries are anaemie (UNICEF 1998] The 
daily lecommcnded non pc -.apita is 28 
mg f’Tcen lealy vegelahles,i.>-e nth i.i iron 
aiui int Itisiop ot these items in the dailv 
diet meets a coiisideiable put bon of iron 
requiiement Ol the cereals, grains, niillei, 
c'spccially 'bajia' and ’ragf aie gtiod sources 
ol lion Table 6 and Appendix Table 5 
show per capita perd.iy iron eonsumplioii 
by MPCF, classes II shows tiiai although 
the luial population is iieai the locom- 
meiuled 28 mg non pei d<iy. 6(1 pei cent 
ate gelling less than (he recommended 
level Oiitheothei h.intl.tliecoiicspoiiding 
hguiv* toi the uihan population is 8(1 pei 
cent with .in oveiall Jeliciency ot 4 nig 
Call non Like non, calcium is also a 
mineral salt Bones and teeth aie made up 


fsBU 7 i’lK ( M'li.v Imaki and .Si .Km s/I Iiim II MV mkimdim, iciVakiois NS.S Rih'si>s -\u Ini.o 


Period 

1972 7t 

|9Kt 

l‘IS7-XK* 

I99( ‘14 

|'»9» 'M* 

Hum! 

Tiicigy till kilo wd) 

2266 

2221 

2146 

2I5( 

21(H) 

IlelicieiiLy/Miiplus lioin 
leLoiiiiiiendcd ?4(K)6" calorie 

1(4 

179 

254 

247 

<(K) 

Pn>lein (in gr.iinsl 

62 0 

6.’ 0 

61 

r.() •> 

59 0 

fX'tiiieniy/surplus Itoin 
reioiiiinendi d 60# grams 

t-2 0 

-*2 0 

+ 1 

+0 2 

) 0 

Fai (in grains 1 

24 0 

27 0 

NP 

(I 4 

29 0 

IX'liciency/iurplus lioni 
recommended 40# giams 

16 

-1 ( 

Nfc 

-8 6 

-II 0 

I'lhiin 

T'airigy (m kilo lal) 

2107 

2()li9 

I8K9 

2071 

1924 

IVliLiency/surplus tioni 
ii-.oiniik'iKled 2l(K)(f>‘ calorie 

-9( 

III 

-211 

-129 

176 

Pmleiii Im gi.inisl 

56 0 

57 0 

54 

57 2 

~.4 0 

IX'licieni.y/surptus irom 
iccummi-ndi d 60# giams 

-4 0 

( 0 

-6 

2 8 

-6 0 

F.il (III gr.> IS) 

(6 0 

(7 0 

NB 

42 0 

(7 0 

IX'lu'iuncy/siiiplus Iri'iii 
iccoiiimendv'd 40# gianis 

4 

-( 

NE 

+2 

.( 


Notr\ * \ullicr's Usliniution for l‘)87-8ll anil lor IVVt-oa 

t" Ki'piiit ol the Export Gioup on bsliinutiuii ol Piopoition and Number ol Pckh 
P iispi'clive Planning Division Planning Coiiiinissinn. !99t - 24(X) kcal per capita tor 
tur.il aiea and 2100 kca! lot urban aa*a 

# National Institute ot Nutniion.i I'19b) Indian ('ouncil of Medical Kesearch. Nutritional 
Siaius Ilf Rub'll Population. Report of NNMB .Surveys, National Nutniional Monitoring 
Riirtau, Mvdeiabad 
Nl, Not I'.siiinalcd 

Siiuiie Gotcinnieiii of India. (Ociohei 19961 IX'partincnt of .Stativliis. NSSO, Nininivnal Intake 
III hiilm. NSSO 50th Round July l99X-Junel‘W4 Fifth Quini|iieiinial Survey on Consumer 
hx|)eiultiurt’, p 51 


1794 


Economic and Political Weekly July 3. 1999 



AireNDix Table I Dahv Enekiv CoNvutonuN Per Person bv MPCE Class. WV94 


(In bb> tahinr) 


Items 




Monlhlv Per Canila fcxnendilUR Clus iRs) - Rural 




CV across 


Leu 

“RJT" 

i4d 

i9ft 516 H? SSiP 

“TTr"" 


555" 

Expen- 


than 

to 

to 

to to to to to 10 

to 

to 

and 

diture 


120 

140 

165 

190 210 255 265 500 <55 

455 

560 

Above 

All Cluses 


All cereals 

1119 

1305 

1388 

1460 

1525 

1.544 

1589 

1632 

1673 

1701 

1744 

1840 

15.52 

12.52 

Cereals 10 total loud per cent 

860 

84 5 

81 2 

807 

79 4 

77 3 

75 4 

73 5 

71 0 

67 1 

65 7 

58 0 

73 9 

11.0 

Rice and wheat to cereals 

69 2 

78 7 

82.2 

83 2 

84 9 

85 8 

85.8 

86 3 

86 7 

86 6 

88 0 

89 4 

84 9 

6.2 

All pulses 

48 

57 

98 

76 

77 

84 

90 

94 

107 

115 

154 

169 

90 

55 05 

Pulses to total food per cent 

.5 7 

37 

57 

42 

40 

42 

4 3 

45 

4 5 

4 5 

49 

< t 

4 3 

13 5 

All of other food items 

1.54 

182 

224 

274 

518 

370 

428 

495 

576 

718 

861 

1166 

459 

61 47 

Other food to total food 

10 5 

II 8 

15 1 

15 1 

16 5 

185 

20 3 

22 2 

24 5 

28 5 

31 4 

56 7 

21 8 

58 0 

Total food 

1301 

1544 

1711 

1810 

1920 

1998 

2107 

2219 


2555 

2759 

5175 

2100 

23 82 

Per cent to all-India 

61 9 

73 5 

81 5 

86 2 

91 4 

95 1 

100 3 

105 6 

1122 

120 7 

150 4 

151 2 

100 0 


Per cent to average of 
■ op two classes 

44 0 

.52 2 

57 9 

61 2 

649 

67 6 

71 5 

75 0 

79 7 

85 7 

92 6 

107 4 

71 0 


Suiplus/deticii to 
rccixiuneniktl 2400 K col 

1099 

-856 

-689 

-590 

-480 

402 

-293 

-181 

-45 

155 

559 

775 

-500 


Surplus/deficit as 
paiceniage 

-45 8 

-35 7 

-28 7 

-24 6 

-20 0 

16 8 

-12 2 

-7 5 

-1 8 

5 6 

14 1 

<2 5 

125 







Monlhlv Her RsnendittiR 01fls& {Rst ~ 

Urban 




. CV acioas 


Less 

160 

190 

250 

265 

tIO 3.55 

410 

490 

605 

825 

1055 


kxpen- 


than 


10 

to 

to 

(0 

to 

to 

to 

to 

lo 

and 


dilute 


160 

19tt 

2.50 

265 

310 

555 

410 

490 

605 

825 

1055 

Above 

All 

Cluses 

All ccieals 

1050 

1169 

1227 

1244 

1259 

1272 

1264 

1268 

1245 

12.54 

1179 

1191 

1212 

5 35 

Cereals to luial land per cent 

81 6 

84 5 

84 7 

84 4 

84 1 

83 7 

83 2 

82 8 

82 0 

81 2 

800 

79 1 

64 6 

2 14 

Rice and wheat In tcrrals 

HI 7 

88 1 

91 2 

92 6 

95 7 

93 8 

94 3 

95 2 

95 7 

96 7 

967 

98 1 

916 

4 63 

All pulses 

49 


75 

81 

89 

99 

106 

114 

125 

137 

146 

165 

105 

52 14' 

Pulses to total fixNl pc' cent 

< 9 

4 X 

50 

5 5 

59 

65 

70 

74 

8 1 

90 

99 

II 0 

54 

29M.5 

All ol other IihnI items 

IXt 

247 

302 

565 

427 

.504 

571 

649 

755 

893 

1066 

1305 

587 

54 54 

lltlicrfoud to luial loud 

14 5 

17 8 

20 9 

24 8 

2X6 

55 1 

37 6 

42 4 

49 7 

.58 7 

72 3 

86 7 

50 5 

55 20 

Total luod 

1262 

tax’ 

1602 

1689 

1775 

1875 

1941 

2052 

2119 

2263 

2392 

2662 

1924 

19 81 

Per lent to all India 

65 f. 

77 0 

85 t 

87 8 

92 

97 5 

100 9 

105 6 

110 2 

117 6 

124 5 

138 3 

1000 


Per lent to avoiagr ol 















top two ilasses 

50 0 

58 6 

6t4 

66 9 

70 2 

74 2 

76 8 

80 4 

85 9 

89 6 

94 7 

105 5 

76 1 


Sui plus/detiii’ Id 















icioniini-iiili-J 2I(X1 K. la' 

-K5K 

618 


-411 

t25 

-225 

-1.59 

-68 

-19 

165 

292 

562 

- 176 


Sui|ilas/itcliiii as pereriEiiftr 

to 9 


25 ■' 

-196 

-15 5 

-107 

-7 6 

5 5 

-0 9 

7 8 

139 

26 7 

-84 


Noll The kilo laliiiie csiiniatrs have hecii computed using ihe K'MK and NIN conversion tables and niiiriliunal values 







AmNuixTsui 2 

Daiiy I-at Cdnsi'mpiion Plr Plrsun rv MKT Cijcss. 1995.94 


















(In gramx) 

III ins 




Mimthiv Per Caoita Exnenditure Class (Ks) - 

Rural 




CV across 


less 

120 

140 

165 

190 

210 

2t5 

265 

500 

55s 

455 

560 


hxpen- 


than 

to 

to 

to 

to 

to 

to 

to 

to 

to 

to 

and 


dilute 


120 

140 

165 

190 

219 

235 

265 

5(K) 

555 

455 

560 

Above 

All 

Classes 

All lercals 

5 

6 

6 

6 

h 

6 

7 

7 

7 

7 

7 

K 

6 

10 74 

L deals In total iiKxl per iciii 

4t 8 

58 2 

55 1 

506 

28 1 

25 3 

23 4 

21 5 

19 2 

166 

14 5 

II 4 

21 9 

56 68 

Rue and wheal to cereals 

52 0 

62 8 

66 9 

68 1 

70 0 

71 7 

70 6 

72 5 

72 5 

72 4 

74 4 

/8 8 

70 4 

9 51 

All pulses 

0 

0 

1 

0 

0 

0 

0 

0 

1 

1 

1 

1 

0 

41 75 

Pulses to iiiial IimkI pel leiii 

1 7 

1 6 

44 

1 7 

1 6 

1 7 

1 6 

I 5 

1 5 

1 4 

1 5 

1 4 

1 5 

44 05 

All of othei tiHid iienis 

6 

9 

11 

15 

16 

18 

21 

24 

29 

56 

43 

57 

25 

61 88 

Other food In total food 

54 6 

60 2 

62 4 

67 7 

70 t 

73 1 

75 0 

77 2 

79 2 

HI 9 

H4 1 

87 2 

76 6 

15 26 

lotal food 

12 

15 

18 

20 

22 

25 

28 

51 

56 

43 

51 

06 

29 

50 45 

Per lent to all-liidia 

40 0 

50 1 

.59 4 

669 

75 t 

84 3 

95 5 

106 5 

122 2 

147 1 

171 8 

225 6 

100 0 


Pei lent to aveiugr i.l 















lop two classes 

20 2 

25 4 

50 1 

55 8 

58 1 

42 6 

48 3 

559 

bl 8 

74 4 

86 9 

113 1 

50 6 


Surplus/deficii to 















leiuminended 20 giain 

-28 

-25 

22 

-20 

18 

-15 

-12 

9 

■4 

5 

II 

26 

-II 


Suiptus/defiiii .IS pciccmage 

-70 6 

-65 1 

-.6 2 

-50 7 

-44 5 

-37 9 

-29 7 

-21 6 

-too 

8 5 

26 5 

647 

-26 3 







Monthly 

Per Canila bxDrndiiure 

Class iKs) 

- lliban 




CV across 


Less 

than 

160 

160 

to 

190 

Twr" 

to 

210 

250 

to 

265 

265 

to 

510 

510 555 

to to 

555 410 

410 

to 

490 

490 

In 

605 

605 

lO 

825 

"825 

to 

1055 

1055 

and 

Aboce 

All 

Expen¬ 

diture 

Classes 

All ceieals 

4 

5 


s 


5 

5 

5 

5 

5 

4 

4 

5 

195 

Cereals to inial lood per cent 

50.2 

25 7 

22 1 

19.0 

168 

14 7 

13 0 

116 

97 

84 

69 

58 

125 

48 08 

Rice and wlwal to cereals 

721 

79 1 

84 1 

86 5 

88 1 

88 2 

88 6 

91 2 

92 6 

94 0 

94 8 

97 5 

88 4 

7 69 

All pulses 

0 

0 

0 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

40 26 

Pulses to lotoi fond per leill 

2 1 

22 

22 

2 1 

2 1 

2 1 

2 1 

20 

1 9 

1 9 

1 8 

1 7 

20 

7 55 

All of other food items 

9 

15 

16 

20 

25 

27 

51 

35 

42 

49 

58 

71 

52 

55 18 

Other food to lotal food 

67 7 

72 0 

75 7 

78 9 

81 1 

85 1 

849 

864 

88 4 

89 7 

91 5 

92 5 

85 5 

906 

Total food 

14 

18 

21 

25 

28 

55 

57 

41 

48 

55 

65 

76 

<7 

48 II 

Per cent to all-India 

.57 4 

48.2 

.56 8 

664 

75 5 

88 1 

98 9 

109 7 

127 8 

146 4 

170 5 

2(W7 

100 0 

Per cent to average of 
lop two cluses 

199 

25 7 

<0 3 

35 4 

40 5 

47 0 

52 7 

58 5 

68 2 

78 1 

908 

109 2 

51 1 


Surplus/deficii to 
lecoinmendcd 20 gram 

-26 

-22 

-19 

-15 

-12 

-7 

-3 

1 

8 

15 

25 

5(1 

-1 


Suplus/deficu as peiceiEage 

-65 2 

-55 1 

-47 0 

-38 1 

29 7 

-180 

-7 9 

22 

19 1 

56 4 

58 7 

907 

-68 



Nme The fit atunates have been cmnpuled using the ICMR and NIN timveision tables and nutritional values 
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Apttndix Tabi I l>Aii > CARBiiHYiwAn- CnNsiiMininN Peb PwviN BY MPTE Qjt\s l99‘?-94 

(/n graim) 


icni ' 



1 

Monthiv Pet Capita f-xnendilure Class (Ks) - Rural 





CV 


1 PSS 

120 

140 

I6S 

190 

210 

215 

264 

100 

.155 

■45s 

560 

All 

acrMs (sR- 


Than 

lo 

to 

to 

to 

lo 

to 

tit 

to 

10 

to 

and 


penditure 


120 

140 

IAS 

190 

MO 

215 

26S 

KM) 

1S4 

45S 

S 60 

Above 


Classcv 

All (.erroli 

2T7 

278 

297 

111 

127 

1.11 

140 

149 

1S7 

162 

171 

191 

111 

12 32 

Cereah in totnl food pet cent 

909 

90 1 

87 6 

87 S 

86 8 

851 

84 1 

82 7 

80 9 

77 9 

751 

70 6 

810 

7 07 

Rite and wheal lo ceieaih 

70 ^ 

79 7 

81 0 

84 1 

hSK 

86 6 

86 6 

87 1 

87 5 

87 1 

88 7 

89 9 

8S7 

5 98 

All pulses 

7 


IS 

12 

12 

n 

14 

14 

16 

18 

20 

24 

14 

51 10 

Pulsex lo tnlal food pei c riii 

27 

2 K 

44 

1 1 

1 1 

14 

14 

14 

17 

1 8 

4 1 

44 

14 

IS 10 

All ol other IinnI items 

17 


27 


18 

44 

SI 

Sh 

68 

85 

101 

119 

S4 

61 08 

Othei liKid to total tnnd 

A4 

7 2 

8 0 

9 2 

10 1 

11 4 

12 S 

119 

154 

18 1 

20 6 

25 1 

116 

41 99 

Total food 

261 

109 

119 

1S7 

176 

188 

4(M 

422 

441 

464 

491 

S5S 

199 

19 41 

Per cent to nll-lndta 

AS T 

77 t 

84 8 

89 4 

44 2 

97 1 

101 2 

104 0 

IIOS 

116 3 

1211 

1188 

100 0 


Percent to aseiage ollnp 















twu clilSHOb 

24 4 


12 4 

14 I 

IS 9 

17 0 

18 6 

40 1 

42 2 

441 

47 0 

510 

18 1 


Suiplus/delKit lo all-India 















ntsnn tw giam 

iM 

-91 

-61 

-42 

21 

-12 

S 

22 

42 

AS 

91 

KSS 



Suiplus/deficit as pet triil 

to 6 

20 0 

11 4 

9 1 

4 1 

26 

1 1 

49 

9 1 

14 1 

20 6 

14 1 

0 (1 






Monthly Pet Capita Kxpenditure Class (Ks) - Uibaii 





CV 


lasss 

lAO 

190 

210 

26S 

1(0 

3S5 

41(1 

490 

60S 

82S 

1055 

All 

across E s- 


than 

10 

to 

Ui 

to 

lo 

to 

to 

to 

to 

lu 

and 


pendituie 


160 

190 

210 

26S 

no 

iss 

410 

490 

604 

825 

loss 

Above 


C lasvc«> 

All cereals 

219 

249 

261 

266 

269 

272 

270 

271 

?66 

261 

2S2 

244 

261 

' S(t 

Cereals lo total food pet ti nl 

RK t 

KA A 

8S4 

81 S 

81 7 

79 8 

78 0 

76 0 

716 

70 1 

6S7 

bl 6 

7-’2 

1041 

Kite and wlie.il to cereals 

H2 2 

88 6 

91 h 

^2 9 

94 0 

94 1 

<M6 

9S4 

95 9 

96 H 

96 8 

98 1 

91 9 

4 46 

All pulses 

K 

II 

II 

11 

14 

15 

16 

18 

19 

21 

22 


16 

10 S(| 

Pulses to total loud per Lent 

t 1 

t 7 

1 7 

4 0 

42 

45 

4 X 

4 0 

S ? 

S 6 

s‘tt 

60 

4 h 

19 IX 

All ol other loud items 

21 

2K 


40 

47 

S4 

bO 

68 

76 

91 

109 

111 

62 

SI 54 

Olhei tood to total food 

Kb 

‘>7 

10 9 

124 

14 1 

157 

172 

(9 1 

21 1 

24 1 

28 S 

12 4 

IH 1 

40 44 

Total food 

24H 

288 

107 

1|9 

111) 

141 

146 

147 

161 

17 S 

181 

412 

141 

12 SX 

Pel tent to all-India 

72 7 

84 4 

90 1 

914 

967 

999 

101 s 

1047 

104 7 

no 1 

112 1 

120 7 

KXIO 


Pet sent to average ol top 















two classes 

b2 4 

72 4 

77 .1 

80 2 

MO 

HS7 

87 1 

h9K 

'M)7 

94 s 

9fi 4 

101 6 

8S 8 


Surplus/detiLii to all-India 















noini Ml gr.un 

91 

-M 

-14 

> 1 

II 

-0 

s 

16 

20 

14 

42 

M 

0 


Surplus/deficit as pei leni 

20 4 

II 7 

7 4 

4 *i 

-2 S 

-0 0 

1 2 

1 S 

4 1 

I 6 

9 1 

t> 

1)0 


Note The larhohydiaie esiiniaies have 

been i ii 

imputed using the K'MR and NIN lonvLrsiiai tables and nuiiiliunal valuis 
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l.ess 

120 

140 

164 

190 

210 

215 

26S 

1(K) 

ISS 

4SS SbO 


CV 


than 

to 

to 

to 

to 

to 

to 

to 

to 

to 

t<l 

> bIIiU 


«icri)ss 


120 

140 

I6S 

190 

210 

215 

26,4 

KHI 

154 

4SS 

S(iO Above All Hxpcn- 


(litua 

('IdXM". 


All cereals 

11 

IS 

17 

19 

40 

41 

42 

44 

4.4 

47 

48 

.51 

42 

11 12 

CeieaU 10 lixal hni per i enl 

XI 6 

81 7 

76.4 

76 9 

7S 7 

717 

71 8 

70 0 

67 4 

64 1 

60 1 

SS 1 

^0 S 

n ti 

Rice and wheal In veieals 

66 h 

76 8 

80 2 

Kt 1 

HIO 

K4 1 

84 1 

84 8 

84 4 

84 4 

86 8 

88 8 

81 1 

6 77 

All pulses 

1 

4 

6 

1 

5 

6 

6 

6 

7 

8 

9 

II 

6 

11 88 

Pulses to KHal lintri pet cent 

KX 

8 9 

110 

10 1 

9 9 

102 

10 2 

10 2 

10 7 

10 4 

no 

11 9 

10 2 

10 49 

All ol othei IvHid ilemv 

1 

4 

S 

6 

K 

9 

II 

12 

|4 

19 

21 

10 

il 

66 17 

Other food 10 liMal UkhI 

7 6 

*» 1 

10 6 

I2X 

14 4 

16 1 

IKO 

19 8 

21 9 

25 ' 

28 6 


19 1 

41 60 

Total food 

17 

4» 

49 

SO 

SI 

56 

S9 

62 

67 

71 

80 

91 

S9 

25 41 

Per cent to all-India 

62 2 

710 

81 8 

84 9 

89 S 

91 8 

99 6 

lOS 0 

112 9 

1211 

114 7 

156 4 

lOtlO 


Per cent to average nl lop 

tW4f cluiSCV 

42 7 

SO 1 

56 2 

SX 1 

III S 

Ii4 4 

6K 1 

11 1 

77 6 

84 7 

92 4 

107 5 

68 7 


Suiplus/deficii to 

21 

17 

II 

-10 

7 

-4 

-1 

2 

7 

11 

20 

11 

-1 


recuminended M) eiaiii 

Suiplus/dtlui' as pe. lent 

-IX s 

27 8 

19 1 

-16 0 

11 S 

-7 2 

1 4 

^ 9 

II 7 

22 0 

112 

54 7 

-1 1 




Less 

■hail 

IbO 

160 

lo 

l<)l) 

190 

to 

210 

Monthly Per Capita Kxpenditure Class (K^ - 
210 76S no ISS 410 

III KS lo 10 In 

2AS no 155 410 490 

Uihan 

490 

to 

605 

605 

10 

825 

82S 

10 

loss 

KISS 

and 

Above 

All 

CV 

ai'roES 

Expen¬ 

diture 

Classev 

All ceieals 

29 

12 

11 

14 

14 

15 

15 

IS 

IS 

15 

11 

14 

14 

4 79 

Cereals lo iixal hxxl per cent 

81 A 

78 I 

7S 2 

72 4 

69 7 

66 7 

64 0 

61 2 

57 6 

510 

47 7 

42 9 

62 5 

18 12 

Rice and wheat In cereals 

80 7 

87 1 

907 

92 0 

91 1 

91 s 

94 0 

9S 1 

9S 7 

966 

96 7 

98 1 

91 1 

500 

All pulses 

.1 

4 

S 

5 

0 

7 

7 

K 

H 

g 

10 

11 

7 

11 04 

Pulses to total Inod pet cent 

94 

10 7 

no 

n s 

12 0 

12 5 

129 

n 1 

IIS 

118 

118 

118 

128 

il 10 

All ol oiliei tvHvd Items 

1 

S 

6 

8 

9 

n 

11 

IS 

17 

22 

27 

.14 

11 

64 29 

Olhet l(Mid lo Imal loud 

9 1 

n 2 

118 

16 1 

18 1 

20 8 

21 2 

2S6 

28 9 

1.12 

18 S 

414 

24 7 

44 14 

Total iiHid 

li 

41 

44 

47 

49 

51 

SS 

57 

60 

65 

69 

79 

.54 

21 61 

Pei i ( III to all India 

Per tent loavirageol 

AS 1 

76 0 

81 7 

86 0 

<)0 7 

966 

UK) 1 

104 9 

110 1 

119 6 

127 S 

144 .1 

100 0 


lop tvs II clashes 
SiirplusMrtii II 10 

48 I 

SS9 

60 1 

61 1 

66 7 

71 1 

716 

77 2 

81 1 

88 0 

9.18 

106 2 

716 


reionimendr.l bO giani 

24 

-19 

-16 

-11 

-II 

-7 

-S 

-1 

0 

5 

9 

19 

-6 


Suipliis/delicit as per cent 

-40 7 

11 1 

25 9 

-21 9 

17 7 

-121 

-9 2 

-48 

0 1 

8 5 

IS8 

110 

-92 



N.itf Thr piiiirm e<tiin<Ui‘s havr hrcn k iintputctl u\iiig the ICMK and NIN (.iiiiveision lahli s and iiulnlioiial values 
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pnncipaiiy of calcium salt and hence 
calcium is mainly required as a building 
material for strong bones and teeth. Van- 
uustunctionsofthebod) alsoiequiiecaicium 
Milk IS a nch source of calcium. Green 
leafy vegetables like fenugreek, amaranth 
and drumstick leaves arc nch in calcium 
Most cereals contain some amount of this 
element and the millet 'ragi' is a particu¬ 
larly rich source of calcium The recom¬ 
mended daily requirement of calcium is 
400 mg per capita. Table 6 and Appendix 
Tabic ft, which .show pet capita daily cal¬ 
cium consumption, reveal that around 80 
percent ot calcium comes from other food 
Items and the rc.st Irom cereals and pulsc%. 
Since other fond items contain most ol the 
calcium, the urban pc'pulation gets mure 
calcium (7^5 mg) than the niial popula¬ 
tion (674 mg) and both the sectors iccci ve 
more calciu m than (he dai ly aniommcndcd 
level Still It IS the bottom 20 per cent ol 
the rural population and It) percent ol the 
urban population that has deliciency 

AmNiiix Tmiii 


IV 

Conclusion 

Observing the expenditure on food 
items and quantity of consumption since 
1972-73 to 1993-94one can reach the con- 
clusioiUhat Indian food basket haschanged 
drastically Hoth the expenditure on and 
quantity ol consumption show that the 
sham of cereals in the iood basket has gone 
down hoth in rural and urban areas On the 
othci hand the share of other food items 
has meteused These changs have al fecled 
the nutritional intake of the population 
The energy derived has declined since 
1972-73 to 1993-94 Consumption ot fat 
has increased and consumption ol pro- 
icins has siabili.sed at the lecommciidcd 
60 grams Tonsuniption ol iron, which is 
an impoitani constituent of food, contiib- 
uted mostly (two-thirds) by cereals both 
in iiiral and uihan areas. Due to changing 
.stiucturc ot UkkI basket troin ccicals to 
olhci iood Items and particularly from 
S Jlan Y Ihon Consiimptidn Pi-k Pi-rson by MI*Ch 


coarse cereals (which contain more inf 
to finer cereals, it can be predicted tq 
inin deticiency will increase. To fill C 
gap wc need to lake nKue green iej 
vegetables in lYur diet Tliat will he poss'ill 
when the income levels ot people increif 
to enable them to purchase vegetabta 
ITic amount ot libie (although not t 
timated) is certainly declining due to c 
choices of finer and refilled cereals at 
otlk'r kxK] Items m diets India has a n| 
tntional problem hoili ol uk> much and !• 
little People ot lower strata do not get tl 
meommended amount ol encigy. protei 
tats, lion and calciutn People of highj 
siiata get muic than double what isrecoi 
mended Good nuintion is not only amati 
ol balance between intake and output; H 
al.so ol the absolute level of intake T 
regulatory niuchaiiisin ol the body isov- 
stiained high doses ol intake Inu us t| 
real pioblem with ptolein, iron, fat dej| 
cicncy IS low con.sumption ol ccmals. ^ 
the consumption of cereals, particulafjj 

f'lASS. l<Wt-‘l4 Ij 


lloins 




Monthiv Per Capita Expciidiiun* ('las. (Rsi 

Kui.il 
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Ia'ss 

120 

140 

Ifis 

190 

210 

2^S 


too 

tss 

iss 

SOO 

cv'j 

acra** 


Ih.in 

In 

10 

in 

to 

tn 

tn 

If) 

Ui 

lo 

lo 

and 

« 

1?0 

140 

IhS 

190 

210 

2.IS 

26S 

too 

tss 

4SS 

SWI 

Aluivi 

All fixpe; 

dltUL 


Class* 


All ( eicals 

14 

1.S 

16 

17 

17 

18 

IX 

19 

19 

20 

21 


tx 

12 

I'ereals lo tot.d IimhI per cent 

78 4 

76 0 

71 I 

71 8 

70 7 

69 1 

67 S 

66 1 

64 1 

61 7 

SX 6 

S-l 0 

66 7 

9'J 

Kicc and wheat lo ceiciils 

M 4 

74 6 

78 2 

79 2 

XI 3 

82 2 

82 4 

X2 8 

83 S 

XI X 

XS 7 

X7 1 

XI 4 

7 '< 
I.S.* 

All pulses 

1 

1 

2 

1 

1 

2 

2 

1 

1 

2 

1 

1 


Pulsc^ to roial Iood per isnt 

S 2 

S 3 

9 1 

62 

6 1 

64 

6S 

(tS 

71) 

7 1 

77 

X S 

6S 

16 .1 

Ml (it uthei loud items 


4 

4 


6 

6 

7 

8 


10 

12 

IS 

7 

46 0 

Other tiMKi 10 loial IoikI 

16 4 

18 7 

19 6 

21 9 

21 1 

24 .S 

26 0 

27 4 

28 7 

11 1 

It 7 

17 6 

26 7 

23 ;> 

lolal food 

17 

20 

22 

23 

2S 

26 

27 

29 

10 

11 

IS 

41 

27 

23 6 

IHrr irm tn all India 

Pci Lent lo aveiagc ol 

64 6 

74 8 

8.t3 

86 2 

90 X 

94 8 

IIX) 1 

IDS S 

112 0 

120« 

129 X 

ISOX 

KX.O 

i 

tup two ( la.sses 
.Surplus/deticil to 

400 

St t 

S9 t 

61 4 

64 7 

67 S 

71 1 

7S? 

79 X 

hd ? 

92 S 

107 s 

T) 3 

A 

i 

¥ 

iccoiiiiiicndcd 2K mg 

-11 

x 

-6 

-S 

< 

.2 

1 

1 

2 

S 

7 

|1 

-1 

.Siinilus/defikii as pet iciii 

<7 7 

-27 9 

-197 

16 9 

124 

-8 6 

-3 S 

1 8 

XU 

16 6 

2S 2 

4S S 

-3 S 

t 

* 





Monthly Per Capita Expenditure 

Class (Ksi 

Uiban 





CV' 


U-ss 

160 

190 

230 

26S 

310 

3SS 

410 

490 

60S 

8:s 

loss 



than 

to 

to 

lO 

lo 

to 

to 

*o 

lo 

to 

to 

and 


tICIOSI 


160 

190 

210 

26S 

111) 

35S 

410 

490 

6().S 

82S 

KISS 

Above 

All 

hxpei 


ditui’ 


Alt cereals 

13 

14 

14 

IS 

l.S 

I.S 

IS 

1 » 

IS 

IS 

14 

14 

IS 

3 9. 

Cereals to loial food per uiu 

79 4 

7S6 

73 2 

70 1 

68 2 

6S6 

63 2 

61 0 

57 8 

S3 2 

txo 

42 8 

62 0 


Rice and wheat to cereals 

76 3 

84 4 

88 1 

89 8 

91 4 

91 6 

92 3 

93 4 

94 1 

95 4 

9S 4 

92 1 

91 3 

6(‘ 

All pulses 

1 

1 

1 

2 

> 

2 

2 

2 

•> 

1 


1 

■» 

34-' 

Pulses to total food per cent 

S6 

6k 

7 1 

76 

8 0 

86 

90 

94 

97 

10 0 

10 2 

10 3 

X9 

I6f 

All ol other food items 

2 

3 

4 

5 

S 

6 

7 

7 

X 

to 

12 

16 

7 

S2( 

Other food tn lolal fwid 

ISO 

17 S 

19 8 

22 I 

21 7 

2.S.M 

27 7 

29 6 

32 6 

36 8 

41 X 

46 9 

29 2 

33 I? 

Total loud 

16 

18 

20 

21 

22 

23 

24 

2S 

26 

28 

29 

33 

24 

ive- 

Per cem to oll-lndia 

Per cem to aserage ot 

68 9 

78 S 

83 9 

88 i 

91 X 

97 3 

l(K) 1) 

104 1 

lOX 1 

1170 

124 6 

141 1 

HX) 0 

1 

tup two classes 

SI 9 

59 1 

6.3 1 

66 3 

69 2 

73 3 

7.S 3 

78 4 

81 6 

88 1 

93 8 

IIX. 2 

7S 3 

) 

Sucpimi/dcficit to 
lecommendud 28 mg 

-12 

-10 

-8 

-7 

6 

-S 

4 

-1 

. y 

0 

1 


4 


Suipivs/dericii as per cem 

-42 0 

-33 9 

-29 4 

-25 8 

-22 7 

-18 0 

-158 

-124 

• XX 

-1 5 

4 9 

IX X 

- IS X 

• 


N/ite The iron estinvues have been computed using the ICMR and NIN conversion lables and nutritional vuiucs 
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Ai>kni>ix Table 6' Uailev Calcium Oinmimetion Per Person by MPCB Class, 1993-94 

(In mg) 


Items 

TSTs" 

than 

120 



Monthly Per Capita Expenditure Qass (Rs) 

- Kutal 





CV 

across 

Expen¬ 

diture 

Classes 


lit) 

to 

140 

149 

lo 

163 

“T65“ 

lu 

190 

10 

210 

210 

to 

213 

^55^ 

to 

265 

2ii5 

tu 

100 

300 

lo 

353 

SSi 

to 

455 

4.^H 

t<> 

560 

?(^ 

and 

Above 

All 

All cereals 

100 

lib 

116 

118 

122 

121 

127 

1.31 

1.37 

141 

136 

130 

127 

10 29 

Cereals to intnl food per cenl 

41 3 

36 4 

.30 9 

27 0 

24 6 

21 7 

19 8 

18 1 

16 4 

139 

II 3 

96 

18 8 

41 84 

Rice and wht at to ceieals 

49 8 

.36 2 

59 6 

60 9 

61 9 

66 2 

66 0 

67 I 

68 4 

72 7 

78.1 

79 4 

66 0 

12 62 

All pulses 

12 

14 

20 

19 

19 

22 

23 

24 

27 

30 

35 

43 

23 

35 74 

Pulses 10 total food per ci nt 

4.8 

42 

5 4 

43 

19 

39 

36 

33 

3.3 

30 

29 

28 

34 

20 27 

All ot other lood items 

130 

189 

239 

301 

333 

41.3 

489 

366 

670 

841 

10.33 

1.366 

.325 

64 87 

Other fiH)d to total food 

33 9 

.39.3 

63 7 

68 7 

71 4 

74 4 

76 6 

78 6 

80 3 

83 1 

8.3 8 

87 6 

77 8 

13 77 

Total lood 

242 

318 

376 

437 

497 

357 

639 

720 

834 

1012 

1205 

1.360 

674 

33 87 

Pet cent to all-Iiidia 

33 9 

47 2 

3.3 8 

64 9 

737 

82 6 

94 7 

106 8 

12.3 8 

1.30 1 

178 7 

231 4 

1(8)0 


Per cent to aserage oi 
top two classes 

17.3 

23 0 

27 2 

31 6 

36 0 

40 3 

462 

32 1 

60 4 

73 2 

87 1 

1129 

48 8 


Siirplus/derit'ii to 
recoiiimeiided 4tX) mg 

138 

-82 

-24 

37 

97 

1.37 

239 

.320 

434 

612 

805 

1160 

274 


•Surplus/deficii as per LCtii 

39 3 

-20 3 

-6 0 

9 3 

24 2 

39 3 

.39 6 

80 0 

108 6 

153 0 

201 1 

290 0 

68 3 



Muiillilv Pci C a pua Expendilure Class (Rs) - Urban 


Less 

i6(r 

"Tud" 

230 

263 

-irr" 

~T5T' 

410 

490 

■ ”605“ 

■’823 

l()‘33 

CV 

than 

to 

(o 

to 

to 

to 

to 

til 

to 


to 

and 

atinss 

160 

190 

230 

263 

310 

33.3 

410 

490 

603 

823 

10.33 

Above 

All Expen 


dilute 

Classes 


All ceieals 

82 

87 

KM) 

94 

98 

100 

99 

103 

101 

99 

9S 

94 

98 

6 02 

(a Kssls tu iiN.il loud per < ont 

3(6 

27 4 

24 9 

20 t 

IX 3 

16 0 

14 1 

12 8 

10 9 

9 0 

7 2 

5 7 

13 3 

49 21 

Rice and wheat to ceieals 

73 1 

81 9 

73 7 

83 I 

82 7 

84 1 

83 4 

83 9 

86 3 

89 2 

90 2 

94 It 

83 9 

6 33 

All pulses 

12 

17 

18 

21 

23 

26 

27 

30 

37 

36 

39 

44 

27 

34 14 

Pulses to imal food per iinl 

49 

3 3 

43 

4 3 

42 

4 1 

3 9 

38 

3 5 

3 3 

■3 0 

2 7 

37 

18 68 

All ot other lood iiems 

ISO 

213 

283 

348 

415 

301 

376 

663 

787 

971 

1189 

1310 

610 

62 64 

Otian food to total lood 

61 5 

67 4 

70 6 

73 2 

77 4 

79 9 

82 0 

834 

83 6 

87 7 

89 8 

91 6 

83 0 

II 23 

Total food 

244 

319 

403 

46.3 

336 

628 

702 

798 

920 

1106 

1.324 

1648 

7 33 

S3 89 

Per cent to all-India 

3t 2 

434 

34 9 

63 0 

73 0 

85 4 

93 6 

108 6 

123 2 

130 3 

180 1 

224 3 

100 0 


Per sent to aveiage ot 
top two elasses 

164 

21 3 

27 1 

31 2 

.36 1 

42 2 

47 .3 

3.3 7 

61 9 

74 3 

89 1 

110 9 

49 3 


Surplus/dehcit to 
reconinicnded 4(8) m 

-136 

-81 

3 

6.3 

136 

228 

302 

.398 

320 

706 

924 

1248 

333 


Surplus/dcriLit as pci cent 

39 0 

-20 3 

0 8 

138 

34 1 

36 9 

73 5 

99 3 

129 9 

176 3 

2 30 9 

3120 

83 7 



fl/oif The uUiuin vsiimiiics have been unnpuied using ihe ICMR and NIN conversion tables and nuiritional values 
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(In kilogtaifiM 


Items __ Monthly Per Capita Rxpenditiirc Clas s (Rs) Ruu l__ CV 



Less 

63 

80 

93 

IK) 

tl3 

140 

160 

180 

21 3~ 


More 

All 

acioss Ex- 


than 

to 

lo 

to 

to 

to 

to 

to 

to 

tu 

to 

than 

Classes 

pcmliture 


63 

80 

93 

no 

123 

140 

160 

180 

213 

280 

383 

.383 


Classes 

Total cereals 

9 84 

II 86 

12 90 

1.3 67 

14 27 

14 7.3 

1.3 21 

13.34 

16 04 

16 43 

17 10 

20 38 

14 57 

1761 

Total pulses 

0 38 

0 32 

0 6.3 

0 69 

II 77 

0 82 

0 88 

(194 

I 07 

1 20 

1 37 

2 01 

0 87 

44 61 

Peisentage shaie 















Rise III cereals 

37 8 

46 2 

47 4 

50 3 

3| 6 

50 0 

.30 6 

49 3 

47 0 

46 6 

46 7 

41 9 

48 3 

7 .3* 

Wheal to cereals 

28 7 

29 2 

30 7 

30 8 

31 2 

32 .3 

37. 3 

33 6 

36 7 

39 1 

40 9 

44 3 

33 9 

14 04 

Kice+wheat lo ceieals 


75 4 

78 1 

81 1 

82 8 

82.3 

82 9 

83 1 

837 

83 7 

87 6 

88 4 

82 2 

7 07 




Monthly Per Capita Expenditure Class iRs) - Urban 




CV 


Less 

'JO 

no 

Tpr 


185 

215 

253^ 


385 

-“W 

Mure 

All 

across Ex- 


than 

to 

to 

lo 

to 

to 

tu 

to 

to 

to 

tu 

than 

Classes 

penditure 


90 

IK) 

133 

161) 

183 

215 

255 

3K) 

383 

3(M) 

7(M) 

' 700 


Classes 

Total cereals 

9 17 

10 63 

10 98 

It 20 

II 30 

n 24 

12/3 

n 69 

11 62 

n 36 

II 19 

12 32 

1121 

6 93 

Total pulses 

0 46 

0 38 

0 66 

0 77 

0X3 

0 92 

1 07 

I 15 

1 23 

1 .32 

1 57 

1 74 

0 94 

.36 82 

Total other ItMtd items 

271 

3 91 

499 

6 22 

7 43 

9 0.3 

10 77 

12 87 

14 78 

17 62 

22 55 

31 13 

10 06 

67.30 

Total food 

12.34 

1.3 14 

16 63 

18 20 

19 78 

21 19 

24 09 

23 71 

27 63 

30 .31) 

.3.3.31 

4.3 19 

22.21 

36 82 

Percentage share 















Ricc cereals 

4S 47 

45 16 

48 82 

48 74 

48 32 

49.36 

4.3 06 

46 45 

47 76 

48 68 

44 86 

46 35 

47 73 

.3 53 

Wheat ceieals 

36 97 

40 28 

41 44 

43 n 

42 17 

43.33 

43 18 

48 25 

47 42 

47.34 

32 64 

.31 46 

44 42 

9 97 

Kicc4 wheal lo cereals 

82 4 

85 4 

90.3 

91 9 

90 7 

92 9 

88 2 

94 7 

93 2 

96 2 

97 5 

97 8 

92 1 

4 99 

C'creuls lo all food 

74 3 

70 4 

66 0 

61 6 

38 1 

33 0 

50 9 

43 3 

42 0 

17.3 

31 7 

27 3 

50.3 

28 23 

Pulses 111 .dl food 

37 

3 X 

4(1 

42 

4 3 

43 

44 

4 3 

43 

44 

44 

3 9 

42 

6 45 

Other loiid item to : T food 

22 0 

23 8 

300 

34 2 

17 6 

42 6 

44 7 

30 1 

5.3 5 

38 2 

63 9 

68 9 

45.3 

.32 35 


Siiune Coiiipiited based on tables from Government of India, Department of Statistics, level and pattern of (onsutner expenditure, 4th uuinouenninl 
smvey 1987X8 


17‘)8 
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Apkninx Table 8: Dab-vEnekoy Cunsumetion Peb Person by MPCE Class. 1987-88 

(M Uh admit 


Items 

Less 

than 

65 

65 

to 

80 

Monthly Per Caniin Exnendinire Class (Rs) - Ruia 
80 95 110 "125 140 IW) !'80 

to to to to to to to 

95 110 125 140 160 180 215 

315' 

to 

280 

■ 280* 
to 
385 

More 

than 

385 

cv 

All across Ex- 
Classes penditure 
Classes 

All cereals 

1131 

1.366 

I486 

1576 

1646 

1701 

1755 

1792 

1851 

1898 

1972 

2373 

1680 


Percentage sluire 

Cereals to total food 

89 5 

87 7 

85 8 

84 4 

82 5 

81 0 

79 5 

79 5 

75 1 

72 0 

68 4 

62 1 

78 3 

9.94 

Rice and wlieoi to cereals 

66 7 

75 5 

78 1 

81 1 

82 8 

82.3 

82 9 

85 1 

83 7 

SI 7 

87 6 

88 4 

82 

27.01 

All pulses 

43 

59 

72 

79 

88 

94 

100 

107 

12.3 

1.37 

1.57 

2.32 

99 

45.11 

Pulses to total food percentage 

3 4 

38 

4 1 

42 

44 

4.5 

46 

48 

5 0 

c 2 

54 

6 1 

46 

15.12 

All other food items 

89 

133 

174 

212 

260 

.306 

352 

354 

491 

m) 

753 

1217 

367 

74.36 

Other food to total food ncrcenlaee 7 1 

85 

10 0 

114 

13 1 

14 6 

16 0 

15 7 

199 

22 8 

26 1 

31 8 

17 1 

43 65 

Total food 

1264 

1.5.59 

17.12 

1867 

1994 

2101 

2207 

225.3 

2465 

26^5 

2881 

3822 

2146 

28 96 

Per cent to all-India 

58 9 

72 6 

80 7 

87 0 

92 9 

97 9 

102 8 

105 0 

114 8 

122 8 

134 3 

178 1 

l(K)0 


Per cent of average ol Ugi nso classes 

37 7 

46 5 

51 7 

55 7 

59 5 

62 7 

65 9 

67 2 

73 5 

7S 6 

86 0 

114 0 

64 0 


Sutplus/deflcit to 
leLommcnded 24(K) Kciil 

-1136 

-841 

-668 

-533 

-406 

-299 

-19.3 

- 147 

65 

235 

481 

1422 

254 


Surplus/dcfiril os per cent 

-46 8 

-.34 7 

-27 6 

-22 0 

-168 

-12 3 

-7 9 

-6 I 

2 7 

97 

19 8 

58 6 

-10 5 



less 

90 

Monthly Pet Capua Expenditure Class (Rs> - Urban 
lit) 135 160 185' 2'T.5 2'55 310 385 

520' 

More 

Alt 

CV 

across Ex- 


than 

to 

to 

111 

to 

to 

to 

to 

to 

10 

to 

than 

Ciusses penditure 1 


90 

110 

135 

160 

185 

215 

255 

310 

385 

500 

71H) 

700 


Ciasres 1 

All ccieals 

1059 

1229 

1267 

1293 

1327 

1296 

1409 

1348 

1340 

1310 

1290 

1420 

129 3 

6 87 9 

IViLcntagc sliaie 

Ccn'als per u-nl 

84 3 

81 6 

78 8 

75 9 

7»4 

69 9 

68 2 

64 2 

61 4 

57 7 

52 3 

47 7 

6K5 

16 35 5 
5 01 1 

Kilo anil wlieat to ceicals 

82 4 

85 4 

90 2 

91 8 

90 7 

92 9 

88 5 

94 7 

95 2 

96 2 

97 5 

97 8 

92 1 

All pulses 

S3 

66 

75 

88 

9’ 

105 

122 

131 

143 

151 

180 

199 

Ul7 

.37 01 P 

Pulses 10 total IcMid peru-ntage 

42 

44 

47 

5 1 

54 

56 

5 9 

62 

65 

66 

7.3 

67 

s? 

16 74 I 

All other rood items 

147 

210 

265 

323 

384 

4.54 

534 

622 

701 

810 

997 

13.56 

488 

6001 ) 

(aher foiKl to total food perumtoge 

117 

14 0 

16 5 

189 

31 2 

24 5 

25 9 

29 6 

32 1 

.35 7 

40 4 

45 6 

25 8 

.38 72 

Inial I'hmI 

I2S8 

1506 

1607 

1704 

!K08 

18.56 

2065 

2101 

2184 

2271 

2467 

2975 

1889 

22 46 |. 

Pei Lcnl to all India 

fi6 6 

79 7 

85 1 

90 2 

95 7 

98 2 

109.3 

III 3 

1156 

120 3 

130 6 

157 5 

KXIO 


Pci uyii oi average of tup isvo classes 

46 3 

SS 3 

59 1 

62 6 

66 4 

68 2 

75 9 

77 2 

80 3 

8.3 5 

90 7 

109 3 

69 4 

1 

Siirplus/defint to 
ieLuimiH.-ndud 2 UK) Kuil 

842 

.594 

493 

-396 


-244 

-35 

1 

-84 

171 

367 

875 

211 

Suipliis/dctiLit as pel cciii 

-40 1 

-28 3 

-23 5 

-189 

-It 9 

-116 

-1 7 

0 1 

4 0 

82 

17 5 

41 7 

-10 1 



Now The kiln Lalniie csritiutes have been computed hy ufiiie ICMK and NIN conversion tables and nutrition value 


AmNins Tami 9 Daii Y Proiyin CnNSUMPnuN Pi.r Pirson by MPTEClass, 1987-88 

I/m /{famsti 


Items 

Less 

than 

65 

" 65 
to 
80 

Monthly Per Capita Ex,penduure Class fRsI - Rural 

80 95' IK) 'r25 140■ I'OO 'I'SO "2I5 

to to to to to to to to 

95 no 125 140 160 180 215 280 

280' 

to 

385 

More 

than 

385 

CV 

Ail across Ex-' 
Classes penditure 
Classes ' 

All cereals 

.31 

37 

40 

42 

44 

46 

47 

49 

51 

53 

55 

67 

46 

18.67 i 

Percentage share 















Ceienlv to total Imid 

86 7 

84 3 

82 2 

80 9 

78 9 

77 6 

76 1 

77 2 

71 9 

68 8 

65 4 

61 0 

75 

4 9 80 .. 

Kict and wlH-ai to cereals 

65 5 

73 6 

76 5 

79 5 

81 2 

80 7 

81 3 

84 0 

82 4 

84 7 

86 X 

87 9 

80 9 

7 35 

Alt pulses 

1 

4 

5 

5 

6 

6 

7 

1 

8 

g 

10 

15 

7 

42 39 / 

Pulses to total loud percentage 

8 1 

92 

99 

10 1 

10 s 

10 5 

10 8 

11 3 

11 4 

n 8 

12 2 

13 4 

10 9 

1244 ? 

All other tiKiJ iieiiLs 


3 

4 

S 

6 

7 

8 

7 

12 

|5 

19 

2K 

K 

76 36 5 

Othei fiHid to total food percentage 5 1 

65 

78 

90 

10 5 

119 

132 

11 6 

16 6 

19 3 

22 3 

25 6 

1.3 7 

46 32 ■; 

Total food 

36 

44 

49 

5,3 

56 

59 

62 

63 

71 

76 

84 

109 

61 

29 67 , 

Per c*cnt to all-India 

59 1 

72 4 

80 8 

86 5 

u'J 'y 

97 7 

102 7 

104 2 

116 7 

125 6 

137 6 

180 0 

I00.<l 


IVr cent of average of top tsvo classes 

37 2 

45 6 

50 9 

54 5 

58 1 

61 5 

64 7 

65 6 

73 5 

79 1 

86 6 

1134 

63 0 


Surplus/dcficit to 















recommended 60 grams 

-24 

-16 

-n 

-7 

-4 

-1 

2 

3 

11 

16 

24 

49 

1 


Suiplus/deficit as per eein 

-40 2 

-26 7 

-182 

-124 

-67 

-1 1 

40 

5 5 

18 1 

27 7 

39 3 

82 2 

1 2 

! 




Monthly Pei t'apita Expenditure Class (Ks) - Urban 




cv 


Less 

90 



160 

ni5^ 

215 


TTtT 

38.5 

~Tfo 

More 

All 

across Ex-. 


than 

to 

to 

lo 

to 

to 

lo 

to 

lo 

10 

lo 

than 

f'lasses penditure ' 


90 

no 

1.35 

161) 

185 

215 

255 

310 

38.5 

500 

7(KI 

700 


Classes ■ 

All ceicals 

29 

34 

35 

36 

37 

.36 

39 

38 

37 

36 

37 

40 

36 

7 11 

Perceatage sliate 















Cereals to total food 

82 3 

80 4 

77 3 

74 3 

■j: 1 

68 5 

66 6 

62 8 

59 6 

55 3 

50 3 

45 8 

66 8 

17 (M 

Rice and wlieat to cereals 

81 1 

84 4 

89 5 

91 0 

VOO 

92 5 

89 2 

94 4 

95 1 

96 1 

97 5 

97 9 

91 7 

5 38 ' 

All pulses 

4 

4 

5 

h 

6 

7 

8 

9 

9 

10 

12 

13 

7 

35 74 

Pulses to total food percentage 

100 

I0 4 

n 2 

12 1 

126 

11 3 

13 8 

14 3 

149 

14 9 

16 0 

14 8 

132 

14 02 

All other food items 

,3 

4 

5 

7 

8 

10 

II 

14 

16 

20 

25 

34 

n 

69 61 

Other food to total food percentage 7 7 

92 

115 

136 

153 

18 2 

19 6 

22 9 

25 5 

29 K 

33 7 

39 3 

20 0 

46 67 

Total food 

16 

43 

45 

48 

51 

52 

58 

60 

63 


73 

87 

54 

24 02 

Per cent to oll-lndia 

66 I 

79 I 

840 

89 7 

94 5 

97 0 

108 2 

1120 

1165 

122 6 

135 3 

162 2 

UK) 0 


Per cent of average id lop two classes 

44 5 

.53 2 

56 5 

60 3 

615 

65 2 

72 7 

75 3 

78 3 

82 4 

91 0 

109 0 

67 2 


Surplus/deficil to 















recommended 60 grams 

-24 

-I7 

-15 

-12 

-9 

-8 

-2 

0 

3 

6 

13 

27 

6 


Suiplus/deficit as per cent 

-406 

-29 0 

-24 6 

-19 5 

-15 2 

-130 

-2 9 

0 5 

15 

it) 0 

21 4 

45 6 

10 3 



Note The protein estimates have been computed by using It'MR and NIN conversion tables and nuiiitiun value 
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wholt* (.orcjls unO coarse ecn'uls will help 
us iii inuei the ptuhk-m ol nialnuiniion 

Notes 

(AuthiHs thank Ami Gunihi.M (in his valuable 
ciiinnients on ihe papei I Mm loi her editiinal 
supiHin and Java Kuiiiari Ini Ik.! >e(.ieijiml lielp | 

1 Fiisi (|uinqucniiial suivcv (27th rnuiidi ot 
1972 71. seiund siiise> (t2nd tound) ol 
tV77-7K ihiiil (tKth l(■lllld) III IVHt. liiurth 
suivi'y(4lidiiiuiidliil Pd<7 KKandfltlhsurvey 
(V)lti ruiiiuli III IWt'M 

2 lleiiis liki lupai, edibli oil, milk products aic 
I ollecled Ikiiii ImUim / abmi liimtuil. {.about 
Hiiieau, Miiiisirv ol I ahoiir. fiuseiniikiit ol 
India I or lest ol llie ili'liis like iiKMl lishaiid 
eg{!s. vepelahlesand iiiiils prices aie collected 
ItoiiiAe'ii 'iltuif Siuuihimofltttiia llircclorate 
ol liconoiiiics and btuiislics. I )epailiiieni ol 
Apiieiiliiiie anil Co i.|ierulise Ministry ol 
Agneulinre Ciiivciiiiik'iii ol India The puces 
ol iieiiis collecicd Ut>n\hiilumliilmui htunuil 
.ue giseii lor holh rural aiid uihaii aieas ivhllc 
in agni ultiiiiil sialisiits pnees ate given only 
till uihan .ireas .iiid Ihe loiicsponding puces 
tor ruial aieas aic esliiiiaied hy using 0 20 as 
a discouiilnig taclor In puces in urban areas 

1 CiovciniiK'iii III liidiii I'l'X) Dcpaitiiienl ol 
StatisiKs .N.SSO Miitii'iitiuil liiitikf III liitlui 
NSS SOih Round July IWt June l'»94 
Fltlh Quin(]uennial survey on ( onsumei 
F.xpcndituii p 14 

4 Some lais, espei laltv derived tioin vegetable 
Dlls, piovule what is called ‘i ssenlially laity 
acid' linolcic, linonn and .irachidonic .iciil 
In the bods Like siiaiiniis Ihe csseiilial tally 
acids also play .■ role in seveia! iiieiaholie 
naiIll'll-, ind a detici iic ol lliesi acids iii 


diet leads to a skin condition known as 
phrynodei ina (load skiniiii which skin hecoiiw 
longh aiul thick tunny papules of si/e nt a 
pin head uiipi in certain areas ol Ihe hiuls 

5 Niiiiitii'iiiii s/j(Mi I’t RmulPiipiilaiioii (10%) 
Keport of NN M B surveys Natnmal Null iiioiial 
Moiiiioini'.' liuieau National Insliiute ol 
Nutiilioii livli.uiCounctl ol Medical Rescaic h 
livdeiahaii 

6 Ibid p 4 
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Foreign Technology Licensing in Indian Industry 

An Econometric Analysis of the Choice of Partners, Terms 
of Contract and the Effect on Licensees’ Performance 

Kohvrt E EveiiM>n 
K J Joseph 

Recent reiearch has .shown that thete apifcnis to he real opportnmtte.s lor less developed countries to 
obtain high yields to their invcstment.s m leilino'otis licen.sing agieenients Using a unujue data .set on all 
foreign technology licensing agreements enicicd into by India’s large.sl dHS pnvate .set tor firms in the 
industrial sector, this paper analy.ses impoitant hut ojtcn neglected questions on licensing agreements, and 
concludes that though technology licensing enliam cs firms' profitability, it is found having a negative effect 
on the net export earnings. 


I 

Introduction 

THERE has been an increasing rccimni- 
iion ot the catalytic role of inicinciiioiKil 
technology spillovcis in augmcntiiigpio- 
duciivity and growth in the less devclo|ied 
countries (LDCs). Such spillovcis .iie 
facilitated pitnlominantlv hy iorcign tech¬ 
nology transIcTdn India it iscallcd loreign 
collaboration) liom linns in the dc vclo|K‘d 
countnes (DCs) thioiigh dilfcn’nt inixles 
langing fniin setting up of fully owned 
subsidiaries to outright puichase ot icch- 
iiology III arms-lenglh transactions Not¬ 
withstanding the earlier disenchant incni 
w itli toieign technology and ti aiisnational 
corporations (TN('s).* recent lesearch 
has shown that there appears to he le.d 
opportunities tor LDCs to obtain high 
yields to their investments in technology 
licensing agivemenls | Basiuit and Fikkert 
19961 In fact, one ol the new rescaich 
issues III this atea relates to the 'inceiuivc 
competition’among I DCsioattiacl more 
foreign direct investment and its impli¬ 
cations [UNCTAD 1995, Srinivasan 
1995]. Any reseat ch into this art'a, how¬ 
ever, IS handicapped hy the pewr theoreti¬ 
cal base and non-availahihiy ol leliable 
data at a disaggregated level because of 
the strategic nature of the information 
involved Hence. Vernon (1 ‘>90:255) notes 
that few ol the available studies on the 
acquisition ot technology in UK's have 
applied ngorous inethtHlology, and that 
scarcely any has produced incontroverti¬ 
ble results 

Using a unique data set on all foreign 
technology licensing .igreements enleied 
into by India's largest 4KS private sector 
(iims in the industrial sector, this paper 
analyses some impoitant but often ne¬ 
glected qucstioason licensing agreements. 
The paper presents c-limatcs onjfa) the 
proDahility that a firm involves in foreign 


collaboialion and the factors that inllii- 
ence the decision to collahoiate, (h) the 
probubililv ok housing then paitnei shorn 
a pailicular country and the lailois and 
loiLCS inlliieni iiig the observed choice 
(c) tiH' piobabihiv ol obtaining technology 
on ccitain tciins and conditions and the 
taclois that govern the lerins ot licensing, 
(dtthcdeteinniunisol thcioyalty lateand 
lump sum payment to he made loi the 
technoUigv tianslerred. and le) the ellcct 
ol foreign cidlaboiation on the licensees 
perloi inane c in icims ot piolil and net 
export eainim: •’ 

Given the Kiel that only a select .sample 
was found to be engaged in loicigii eol- 
l.ibor.itton, we iisl the I Icckman se'leclion 
iihKlcI to collect lor sample .selc*clivity 
While a pi obit model is used to estimale 
the piohabilily of collaboration, multino¬ 
mial logit nuuleK aie employed to deter¬ 
mine choice ol the collaborating countiy 
and the teims of collaboiation llie eitect 
ol foreign collanoiation on licensees 
pcrioiniancc is analysed using OLS 

The c‘stimalcs made in this study show 
that the giowih ui the stock ol scientific 
and le'chnic.al knowledge abioad has a 
positive mflueiuc on the local litms 
decision to license foreign technology 
This tend to suggest the existence ol stiong 
technological spill'ivcis While the liini 
specific laetois like the si/c. impoils. 
ex|M>rt.s, piotil and loieign control have a 
positive influence llie maikel concentra¬ 
tion seems to h:oc a negative effect on 
the decision to coll.ihoiale The choice ot 
a paitnci is iiilliM'iued positively hy the 
stock ol patents m the paitnur's country 
andnegalivt Is b) its competitor’s patents 
suggc.sting that tl'.c stock ol knowlcxlge in 
one countiy is i substitute to those avail¬ 
able in othei countries listimates ol tlic 
Multinomia! logit model on the terms of 
foreign colkiboialions as manitesicd in 
the dilfcreni combinations ol loyalty lates 


and lump sum have shown that the highest 
piobability is to have a technology deal 
with only lump sum payments indicating 
the terms in which finiis olMain tec hnology 
This could be a combined etlect of the 
bargaining powei of the Indian lirms and 
the increasing competition in the' inter¬ 
national technology market Chii selcction- 
c.onecied estimates ot royalty latcs and 
lump sum payments show that foreign 
control and exports have a positive eitect 
on loyalty rales ITofil is found to have 
a negative cliect Similaily while the 
maikcl shaic. exports and imports have a 
positive elicci on lump sum payments, 
foreign control and firm si/c* is found to 
have a negative ellcct Our analysis of the 
cl lec 1 of foreign technology licensingasing 
the estimates of the profit and export 
functions picHluced inixi'd results While 
technology licensing is found to enhance 
films' profitability, it is found to be as¬ 
sociated w'lth a dampening effect on net 
expoit eaimngs 

This pafxtr is presented in five sections 
including this intiodiiction. In the next 
section we describe the dilleix'nt data sets 
used and proceduie involved in the 
measutemenl ol vanubles The third section 
piesents the specific issues and the econo- 
metitc models used in their analysis 
Results ol the estimates arc presented and 
disc ussed in sec turn toui. Some ciuicluding 
obscivatioiis are made in the last section. 

II 

Data Sources and Measurement 
of Variables 

This study is based on the data on all 
loieign collaboration approvals obtained 
by the 4K5 laigest linns m the Indian 
industrial secloi tor the year I9KS, I9SK, 
1989. I9‘M). and IWI To begin with, we 
have collected the financial >tati.stics 
(investment, .vales export import, pnifit. 
etc I ol fhe large.st 5(X) pnvate coiporatc 
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Anns from ihc publicalion. Kev Fimncud 
Data on Uirger Busmew Unih. by the 
Centre for Monilonng the Indi.in bcoiiomy 
(CMIE). confined out analysis h> a 
sample of 485 firms in t be iiidusti lal sector. 
In addition to finaneial statcslics. Ihc 
publication alv> provides data on the 
production and installed lapacity ol dif¬ 
ferent pnxlucl(s) and tlie ownership of the 
firm. It need to be staled at the outset that 
most of the firms wete muliiproduci lirnis 
which made our task more dillicult For 
most part ot study, we focus on the ina|or 
product defined as the product which 
accounts fur the largest proportion of the 
sales by the firm. Going by then niaior 
product It was found that these linns 
produce 119 products These data aic 
available for the five year pctiod from 

1989 to 1993 Though the data rclei to 
the largest firms, there is .substantial varia¬ 
tion in the data in terms of any commonly 
used measures of si/e like sales or invest¬ 
ment A summaiy of the variables u.sed 
in the analysts IS provided in Table I The 
data on Ihc market share ol each firni in 
Its major product wen* collected Irom an¬ 
other publication by the CMIF, vi/. 
Markets and Market Shares The same 
database was u.sed to estimate the market 
concentration ratio (estimated in teims of 
the 4-tirm conccntiation laiioi 

Data on foreign collabotution approvals 
were obtained from the publication. For¬ 
eign Collahoratum- 4 Compilulioit, a 
dwument with rcstncicd circulation by 
the department of scientific and indiisti lal 
research ^ The.sc data are available to us 
forthe following years 1985.1988,19X9, 

1990 and 1991 This data set covcis all 
the foreign collaborations approved by the 
government ol IiKlia .ind it provides fol¬ 
lowing tnlormation* n.tmc and addiess of 
the Indian firms and the collaborating 
firms: name ot the product oi process 
technology which ii iranstciicd, loicign 
equity amount and tlie .share of loiuign 
equity: royally rate on domestic sale and 
its duration: lump sum .iinouiil (also called 
technical fee) and the duiation ol collalio- 
ration If the royalty rate and its dui.ition 
on export aiv different from the domestic 
sale. It IS also provided It is tonnd that 
out of the total 485 films only 228 have 
had any foreign collaboiution duinig the 
period undei considctatiiai These 22S 
firms have entered into 6(>0collahoi ai ions 
during 198.5, 1088. 1989,1990 and 1991 
Since the financial data were asailahle 
only from 19X9, we have made use ot only 
400 collafMaations which were approved 
during the thice years, vix, 1989.19<)0 and 

1991 The connir wise dislrihiitioii ol the 
sample coll.\horalions tend to suggest that 
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the broad pattern is similar to that ob¬ 
served at the aggregate level (Table 2). 

llic lourth set of data made use of in 
this study is the mtcio patent data from 
tite US palciii oil ice which provides in¬ 
formation 1)11 the details of the patents 
registered m the 1 IS. Tins has been supple¬ 
mented by the Basie Scieiue and Teth- 
nologv Siuti\iu s published by the OECD. 
The micro patent data covers the period 
1975 to 1994. gioupcd into five time 
penixls, VI/. 197.5-78 (lour yean*), 1979-X2 
(loui years). 1983-86(fmiryears). 1987-89 
Ohive yeais). 1990-92 (three yeais). and 
199.3-94 (two years). 

TIk' eollalHiiaiion dummy in the prohit 
nuKlel Is ariived at m the following way 
We have scanned through all the loicign 
collahoralion approvals lor Ihc five years 
(1985 1988.19X9,199()and 19*71)for which 
infoi mution is available. The dummy lakes 
the value I if the firm has had collahoia- 
lion in any ol these years and zero if not. 
Indeed. Iheie is room for .some concern 
because we do not have the data tor the 
years 1986 and 1987. Howcvcr.aclose ex¬ 
amination ot the data icvcals that the ad¬ 
ditional inloiIllation lor tlie missing two 
years wrnikl have added only a tew new firms 
In this study, the size ol the Inni is 
measuicd in teims ol the gross fixed asset 
at constant (19X0= l(X)) prices, the defla¬ 
tor used ficiiig tlie wholesale price index 
ot inachnieiv and machine tools Exports 
and impoits arc estimated m dollar terms 
to take care ol tiv pnvsible effect on account 


of rupee devaluation. Profitability is 
measured in terms of the ratio of net ]»ofit 
(after tax) to net sales. The dummy vari¬ 
able, ioreign control, indicates whether a 
fnm IS foreign controlled or not. It takes 
the value of one if the foreign equity is 
mure than 51 per cent and zero otherwise 
There are different ways of estimating 
the extent ot spillovers and most studies 
employ either the R and D or the patents 
as the proxy for the aggregate stock of 
.scientific and technical knowledge^ In 
the prc.sent study we make use of the data 
on patents registered in the US by both 
US and foreign firms. The estimation 
procedure of the total patent which re¬ 
present the spillover IS as follows to begin 
with, wc have collected the total number 
of patents regi.siered in the US by major 
technology cxpoiting countries to India 
like, the US, England, Germany, and Japan 
in the 119 major pnxluct of Indian firms 
duiing I975-K6 The patents of other 
couiiines is e.stimated as a residual Then 
we have made a slock ol patents by each 
country in the 119 products lor the period 
1975-86 It need to be nivtcd that Ihc micro 
patent data arc very mticli US ceiitrcd in 
the sense that while it covers all the patents 
by ail the US firms, there is an underes¬ 
timation ol Ihe patents by other countries, 
albeit with a decline in the extent of under 
estimation ovcniiiie ' Wc. therefore, col¬ 
lected Ihc total number ol patents by each 
of the countries during the period of 
analy.sis The estimated ratio of the number 


Tahii I Summary di Variarify IImuiv iin Anaiysis 


Vai table 

I'nils 

Mean 

Slandaid 

Deviation 

Miiiiiuuni 

MaAiinum 

Si/c iC'iross I'lsoa InveMiaent) 

Ks cioies 

n? 7t 

276 99 

009 

270.3 29 

Maikei Li>nLcnii.iiiun 

Pet cent 

Sh W 

28 72 

1 90 

too 00 

Maikei shaic 

Pei cent 

14 X4 

15.55 

0 10 

93 80 

Profil 

Ks LIOICS 

3 72 

8 57 

-86 62 

47 20 

Esjiurls 

5 erotcii 

0 64 

1 2.3 

0 

13 43 

Imports 

S ciores 

1 02 

1 73 

0 

IS 85 

Not CXpOIlN 

S iroFcs 

0 tK 

1 68 

-1.3 81 

12 74 

Lump sum 

S lakhs 

7 60 

31 87 

U 

464 94 

Royally laic 

Pei cent 

2 12 

2 44 

0 

800 

Own relcvanl puitiil 

Number 

101 41 

144 09 

0 04 

714 60 

Olheis' ii‘leviinl p.ucnt 

- do — 

169 22 

221 62 

0 05 

1123 89 


7 ABU 2 ('<M NiRYwisc DmKiBinioN or LiirNsiNr, Aoriimcnis by ihi- .Samiu Firms and Totai 
A iiKU MCNTs Mai* by ai i tmi- Firms in India 


Total Colliib uralions__ Sample 


Couiiliy 

1989 

1990 

199) 

1989 

1990 

1991 

US 

137(21 4) 

142(20 2) 

174117 8) 

35(29 2) 

2.3(18 4) 

35(22 6) 

Oeiiiiniiy 

114(17.8) 

141120 0) 

1671)7 1) 

19(15 8) 

26(20 8) 

.30(19 4) 

UK 

142(22.2) 

78lll 1) 

107(10 9) 

9(7 50) 

20(I6()) 

19(12 3) 

Japan 

63(9 80) 

55(7 80) 

74(7 60) 

10(8.30) 

12(9 60) 

14(9 00) 

Otiaiis 

183(28 6) 

287(40 8) 

522(53 4) 

47(39 1) 

44(35 2) 

S7(.36 8) 

III which 

Italy 

42 

43 

64 

7 

5 

11 

From e 

25 

39 

40 

4 

7 

5 

Swii/ei land 

25 

36 

55 

2 

5 

7 

1 oial 

6.39 

703 

976 

120 

125 

155 


Nine Figurcs in ihc paicnihesis show share in total 
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of patenu registered by each of these 
countries i.i the US to their total number 
of patents was used tv adjust fur propen¬ 
sity to patent abroad. 

It need to be noted that nut all the patents 
made by these countries are of relevance 
to India. Hence we need to estimate the 
total number of patents relevant to India. 
This is obtained by weighing the total 
number of patents with relevance index^ 
due to Evenson and Putnam (I9K9). Since 
the relevance index was available only at 
a more aggregated level (4S product 
groups), we collapsed our 119 pioducis 
to 45 for estimating the relevant patent. 

There are two variables used in the 
estimated equations to represent the .spil¬ 
lover. The first variable - Own Relevant 
Patent - takes the value ol total relevant 
patent of the technology exporting country. 
Another estimated vanabic -Others Rele¬ 
vant Patent - essentially captures the 
infIueiK.e ol patents by oilier countries on 
the choice of partners. For example, iflhe 
technology expoiting countiyr is the U.S 
It takes the average number of patents by 
countries other than the IIS Similarly for 
ail the couiitncs. 

In terms ol the period ol analysis our 
focus is on 1989, 1990 and 1991. lor all 
the above-mentioned data are simulta¬ 
neously available only tor these three yeai s 
In terms of the policy stance of the go vci n- 
inent towards foreign technology licens¬ 
ing. above period may be considered as 
more liberal compared to the I97(ls and 
less liberal as compared to the new 
economic policies announcxid since the 
mid-1991. Indeed, six months in the sec¬ 
ond hall of 1991 represented a liherali.sed 
policy environment. 

Ill 

Methods: Hypotheses 

We begin with the collaboration deci¬ 
sion. Given tiiat only 47 per cent of the 
firms in the sample had any lorcign col¬ 
laboration, (during 1985-1991) the de¬ 
pendent variable is binary. Hence we ap¬ 
proached the problem using a probii model. 
We hypothesise that the deci.siun to col¬ 
laborate IS governed, niei alia, by exo¬ 
genous factors such as the available slock 
of .scientific and technical knowledge 
abroad, firm specific (actors like market 
power, size, ownership and profit and 
indu.stry specific factors mea.suring the 
competitive envimnmeiil in which the rums 
operate and other industry specificities.^ 

The dependent variable in the model 
takes the value of one if the firms had any 
foreign collaboration since 1985 and zero 
otherwise. There arc three sets of indepen¬ 
dent vanables.Therirst set. Own Relevant 


Patents and Others’ Relevant Intents, 
captures the influence of the stock of 
scicniilic and technological knowledge 
abroad measured by the cumulative stock 
of relevant parents regi.stcred by the major 
technology exporting countries during 
197.5-86 "While former variable mea.sures 
tlic stock ol own inventions. Others' 
Relevant Patents measures the stock of 
inventions by countries other than the 
technology ex|K)iiing couniry. The former 
is expected to have a positive influence 
on the decision to collaborate and the latter 
IS expected to he a major choice vanable 
in the selection of partners. Tlic second 
set ol variables includes (a) market share, 
(b) piofit. (oexports, (d) tmports. (e) si/e 
and (f) owneiship (lorcign or local) mea¬ 
sures linns ehui actci i.stics. The third set of 
vai tables, tn.ttkei stntcUiie and the industry 
dummies aic iittendcd to capture the com¬ 
petitive enviionnicnt in which the tirm.s 
operate and oihei industry specificities 
The liisi liiiii specific lactor, the market 
power ol the local firm as represented by 
Its market slt.ire, in general, is postulated 
to have a iieg.itive inllueiice on the deci¬ 


sion to collaborate. Assuming that t^ 
primary objective of the firm is to maxliraiq 
profit, a price setting firm (monopolist).' 
operating in a closed economy has hattny 
any incentive to go for foreign collaboi 
radon. On the other hand, if the firm ttj 
a price taker, it may resort to foreiglj 
collaboration either to bnng down the cod 
ol pi oduetton nr to find new export maiksl 
or both. Viewed thus, it could be argued 
that there is an inverse relation betweeii 
the market share and the decision tc 
collaborate. 

Another firm specific factor that it 
expected to influence the decision col' 
laboratc isthc size of thefiini [Siddharthat 
and Krishna 1994] Wc expect a positive 
scale cl feet for the lollowing rea.sons: first 
similar to the resource cost ol lechnoiog) 
transfer incurred by the technology expoit' 
ing firms (Tcecc 1976], there is substantia ^ 
search cost to be incurred by the tech| 
nulogy importing firms which the laigef 
ones would he more readily willing id 
undertake Secondly, the technology ex| 
porting firms are likely to prefer largei 
firms because of their higher nsk takindi 

I 


TaHII .1 PkdHII LsIIMMI on FHI FA( IOKS iNrUINCIM. IHI DKISION mCoU.ABnRATC ANUTW {> 
Muitikkimiai l,tx.n F.siimmt on iw Chimce or Coiiniium 


V.ui.ibk's Pinliil MihIvI Mulimoiiiial Logit Model 

Cnllaboiaiv wiih_(’oHahorate with 



any Touniry 

U.S 

England 

Germany 

Japan 

Inteiccpi 

-1 4l‘m“ 

-2.9710* 

-1.5675* 

-1 .1023 

-2 0653* 


(-9511) 

(-2 048) 

(-2 165) 

(-1 591) 

(-1 6.54) 

Oun relcvani pjlent 

0 01945* 

0 9.122* 

0 9023* 

0 8034* 

0.9065* 


(10 071) 

(6 092) 

(5 897) 

(5 275) 

(5 926) 

Otheis' lelov.iiii patent 


-0 1084* 

-0 1002* 

-0 08(9* 

-0 0998* 



(-6 910) 

(-6411) 

1- 5 194) 

(-6 392) 

Si/c 

0(XI2I* 

0 0129* 

0 0116 

0 0095* 

00077* 


14 271) 

(1017) 

(1 IKO) 

(2 700) 

(1 6701 

Maikri sliaic 

-0 IKK) 19 

-0 0251 

-0lK)17 

-0 0682* 

-00119 


1 OtkiO) 

(-1 149) 

1 -0 084) 

(-1116) 

(-1212) 

Maikei loiiienti.iiion 

-0 (M)5|7* 

-()()l()4 

0 0222 

00117 

-0 0146 ! 


(-2 161) 

(-0 606) 

( 1 119) 

(UKIO) 

(0 796) 

Prolii 

0 01162* 

-0 02X4 

0 (KH>9 

-0 0278 

-0 0431 ; 


i2 292) 

(-0 921) 

(0 028) 

(-1 042) 

(-1 358) 

bxpon 

0 0146s* 

1 0852* 

-0 8616* 

-0 2435 

-0 3.54.1 


(0 916) 

(-3 090) 

( 2 551) 

1-0 980) 

(-1 001) 

tinp'ifl 

011249* 

-0 2698 

-0 4717* 

-0 4189* 

-0 3191 


11719) 

(-0 911) 

(-1 619) 

(-1 960) 

(-1 030) 

Fmeigii coiilrol 

0 44740* 

1 2475 

-0 2224 

1 1927* 

-0 6275 


(1159) 

(1 542) 

(-0 2.10) 

(1 8)1) 

(-0.501) 

Cheiniial duiniiiy 

-0 41K67* 

.1 1462* 

1 7644* 

0 8858 

1 9710 


(-2 IW) 

< 1 94b) 

(2 104) 

(0 815) 

(1 363) 

EteLUi>na.s iliimiiiy 

0 6145s* 

2 0016 

1 6789* 

-0 0492 

1 1947 


(.1 117) 

(1 181) 

(2 104) 

1-0042) 

lO 747) 

Cngineenii): iluniiny 

1 I6M)* 

2 9565* 

4 2191* 

1 (K)02 

i 89(7 


(6 119) 

( 821) 

(2 375) 

(0116) 

(1 1X8) 

Steel and hasii iluminy 

0 10562 

4 86)0* 

51412* 

4 0512* 

1 99.15* 


(0 5K6) . 

(2 889) 

(2 891) 

(1 514) 

(2 190) 

Food proeesMiip duiiiiny 

-4> 1591 

-.14462 

1 9156 

-42 97 

-1 1142* 


(-() 796) 

(-1 598) 

(-0 901) 

(0 00) 

(-1 675) 

Miscellaneous uuiiiiny 

0 10562 

16673* 

1 U>33* 

1 7411 

2 7776* 


(0 586) 

(2 221) 

(1 686) 

(1 551) 

(1 771) 

Number ol obseivalions 

1601 

4(X) 




Log likelihiMM* latiii 

-647 86 

-122 86 




Chi-.Sqiijii d 

504 11 

547 92 





Nine * .Signilii.ani .a least al It) pei cent level 
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ipahihty niKi higher expected return by 
ay of to).ilty and lump sum payments. 
_'iewcd in a .similar vein, we expect a 
((■ositivc relaliunsiiip between the I inn's 
rollt and the decision to collaborate 
While the role of tv*chnology in trade 
as attracted considerable alieiuioii by 
jsearchers the possible 'reverse causa- 
-on' remains almost neglected and de- 
^3rvcs empincal venl'ication. Thcieroie. 
another factor cotisideied innueneing the 
;ieci.sion to collaborate is the external 
F nentation of the firm It has ht*en atgiicd 
^tai technology impoiis, iinpoiis ol enpi- 
l^il goods and intcrms*diates and that of 
f ireign equity are interlinked Also, vciy 
|tten technology iianster takes place 
trough traile. by imponing capital goods 
!nd intermediates [Stewart 1990). It could 
Iso be argued that ihe moa* outward 
'•nented firms with larger expuit.s and 
'mports arc likely to ho mon* aware of the 
achnolugical chaiigc.s abroad, and hence 
re more likely tocollaborateascoinpaicd 
0 their inward oriented counterparts. 
Moreover, the need to be oomiieiiiivc in 
he world market will induce .su(.h In ins 
3 resort to foreign collaborations to keep 
ip with the advancements in technology 
fowever. the likely impact ol espoiis and 
mpoits could be diilerent It could be 
irgucd that firms consider the iinpoit ot 
■mhtxlied technology (i e, impoi i ol t .ipiial 
'oods and imermediatcM a snhsiitnio lor 
heimpoitol discinhrxlK'ulechnologs i luoh- 
lology licensing) and hence liiose with 
ligh imports are less likely to collaborate. 

Finally, among the firm speoilic vari- 
ibles we considci the inlUicnee oi own¬ 
ership (foreign or locail situctuie on the 
iecision to collaborate i'heie is a siiong 
tresumplion that the iiiulliiia!ion.il eiiier- 
)ri.scs would transmit then technologies 
ttorc readily and etfuieiiily to then sub- 
•idiancs not only to recoup a (lail o| the 
nvestment in R and D luit because t he i isk 
)f leakage would he less [Dunnig IU92|. 
Hence it is hypothesised that those linns 
with loreigii ina)ority -‘quily pailicipation 
KC more likely to collahoiaie than their 
ocal counterparts 

In addition to the llrin speci lies ariabics, 
we have also taken into account the in- 
Justry specific factors like the inaiket 
ilmeture in which the linns o|K'iute 'I'lie 
hypotiK'sis IS that linns oiieiating in the 
.moreconcentiatcd market iinoio eoinpeii- 
live) are less likely (tiuue likely t lo col¬ 
laborate Other industry s|)ecitii ilies arc 
lakcn into .u crninl by incor|Hiraling iiulus- 
iry dummie, The industries soeonsiJered 
are chemicals, electrical and electronics, 
engineenng, steel an t basic giKuls food, 
textiles and miss cllaneous The estimated 


probit equation is 

Pioh(collaborutc) = a,, + 
tt, OwiiRr IcvaiitPalenI + o^.sizc 
+ afinarkelslkue 4 a^market ctxicvnlralion 
+ aspiolit 4 Uf^ioieigiicunitol 
+ OtCxpoii 4 u^import + Uudchemical 
4 a,„deleciii>ims + u, ,dcnginccnng 
+ Ujjdsiivl 4 (x,,dl(Kxi = a,^ dtcxiiles 
-4 (r,.^Jinisccllaneuu.s 

where 

Prob(collaboi.ilc) -- 

1 + c*'* 


Having lakcn the decision to collahoiaie. 
the next i.ssnc' ih.il .i fii in laces is to decide 
on which c oiiiiti V to collahoiaie with'' Our 
objective IS incsiiinate the probability that 
a coIIuIhh ition is agreed upon with the US, 
Lngl.inil. Oeinuiiiy. Japan, oi oihei coun- 
liics Also, we aic concerned with iden- 
iilying Mie i.iciois having a beating on the 
choice made 'I'hc.sc issues have been 
anaivsc'd using a nniltinomial logit model. 

In the iiiulltnomial logit model"’ wc 
e.sliiiiulo a set ol cueliicients say B*'B'*’. 
and B'" c(iiies|xinJing to each outcome 
c.iiegoiy such that 

^.xHtl; 

^ 1- ^.\H(2l 4 j.sltiX| 

P(y=2) ^-- 

■’ ^.01,11+^,*11(41 


P(> = U -- - 
e 


xlhll 


J.XB( W 
4- j.xB(2) + 


^.xBIXl 


The model, howevet. isunideniilied in the 
sense that there is iiuiie than one solution 
lo B''I'l* -and (>' that leads lo Ihe ,sanic 
piohuhililies lor y=l. y-=2 and To 
idciUily the inoclel. one ol B*’’, B**’. or 
B'" IS aibitiaiily .set lo /eto II we set 
B"'-0 then the icmaining coctlieients 
B*'* and B'^' wimlil mca.surc the change 
relative to \ = l gioup Setting u( 11=0, the 
equations lot esiunating the piohahilities 
beconn 

I 

^ ~ 7^j5,diir:iT^xBrt~ 

psB(2) 

P(v=2i --— 

14'^.M«:i + gXiKXi 

^.X«( ») 

P(y=3) -- 

^ I • j-xik?) + exiub 

III the model that wc csiinialc. there are 
live onieoinc categories, \i/. collubotaie 
will) (he I I.S. the UK. Japan. Geimany and 
olhci countiies 1'he .selected comparison 
gioup IS Ihe tilth caiegoiy (olhei couiilnes). 

The Inst hypothesis being tested is that 
the choice ol a country depends on its 


.slock of scientific and technical knowl* 
c*dge vis-a-VIS that ot the competing coun¬ 
tries. The other independent variables in 
the model arc the same as those in the 
prohit model. 

The next question deals with the terms 
ol collaborations, mure specifically the 
choice of the different modes of payment 
li'r technology. Studies have shown that 
the market tor technology licenses, like 
other markets lor intangible knowledge, 
IS suiiceptihle to market imperfections 
ICaves ct al I983: Vernon I9901 arising 
Irom small numbers bargaining, 
appropriability problems, uncertainty, 
ir.iris,iclion cost, and so on These market 
failures imply several .sets ot predictions 
,ihout the pievaicnce and provisions of 
leihiiology transactions, some of which 
have been tested by Caves et al (1983). 
Uui locus heie will be on the terms as 
rellectcd in the payments involved " 
Paynienls for technology arc generally 
made in terms ol niyalty (acertatn percent 
ol the sales)’* and/or lump sum payment 
which IS gcnerallv paid at the time of 
collaboration or in instalments As has 
been argued in the literature under corn- 
pen 1 1 1 ve coiuli t ions, while royally pay ments 
may adversely allcct piotitahilily (because 
It raises the vanahle cost, and therefore 
the marginal cost) the lump sum payments 
may not have an ettcci on piufit because 
It .illecls only fixed cost [Katrak 1988J 
Wliat wc estiinutc is tlic probability that 
a loieign collaboration involves (a) only 
royalty, (b) only lump .sum (c) both royalty 
and lump sum and (d) neither royalty nor 
lump sum using u iiiulimomial logit mixicl. 

In the model that we estimate, only 
lump sum c.iiegory is the comparison 
gioup Wc hypothesise that there are 
dilterenecs in the tenns oi collaborations 
oMeted by ditlercnt eountnes For this 
putiaisc we have incorporated country 
diimmius m Ihe estimated multinomial 
mixlel The other indc|)endenl vai rabies 
considered in the model arc the ones 
included in the probit model, with the 
exception of total relevant patent 

file next issue relates to the factors that 
determine the amount of lump sum and 
royalty latc We have estimated separate 
OLS equations lor the royalty rate and the 
lump sum payments using data from lho.se 
c'ollaboialing firms 

The estimated equations are 

Royalty = 6,, + b|Colldum + 
B 2 iii.irkctshaie + B-,cxport + B 4 impoit -f 

B,M/e + B(^foreigncontrol + 
l^dchc-niical + B^dclcctronics + 
B«,Uengincciing -i B|(,dstecl + B,|dlood 
+ Bijdothers 
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and 

Lump sum = Sq S|Collduni + 
fijinarketshan: -f S^cxpon + 54iniport + 
S^si/c + ji^foreignconiml + 
&^hemical S^delcctroiiics + 
89denginccnng + 5|,|dslccl + 5| gdlinod 
+ Sg^dcthcrs 

However, the above procedua' in ai- 
feclcd by sample .selection bias (ul.so called 
Heckman selection bias) Hiis bias arises 
out of the fact that rums decide whetlicr 
to collaborate or not and wo select only 
those collaborating tlmis and ohsersv only 
their royally rates and lump sum pay¬ 
ments If firms made those decisions ran¬ 
domly, we could have ignoiod ihat all 
royalty rates and lump sum payineiiis aic 
ol^rved and an OLS estimation mothnd 
could have been u.scd The as.suniption of 
such random collahoiatioii behaviout is 
unlikely lobe true, firms which coni lonicd 
with highci lump sum and ro) ally rates 
may have chosen not to collahoiaic. To 
pul it differently. the f'li iiis did nol col laho- 
ratc because their uservalion price - the 
inaxitnum price whicli they wcic ie.idy lo 
pay in terms of royalty and lump siiin - 
were lower than demanded by (he toiuign 
firm ' 'Undersuchcoiuiitioiistheoliseived 
royally and lump sum arc biased and it 
IS pos.sible that (he Inins who ehosc not 
to collaborate could has c even lowei of let 
of loyalty and lump siiiii hut their ceiling 
would have been i.iill lowci llcckniaii 
selection model (I leckinan I '>791 piovidcs 
the methodology tot the consisient and 
asymptotically elfuic-nt esliniaic ol the 
loyalty and lump sum by conccting lor 
sample selectivity The llc'cknian selec¬ 
tion iiukIc'I assumes that a poteiuial ob¬ 
servation IS observed it 

X|B| + u, > 0 

where U| has a standard noimal distri¬ 
bution Siniultaiicouslv there is another 
regression equation 

y = XjB; + ou, 

where U 2 also has a sMiidard norinal dis- 
tiibution hut u., is potentially cuiielaicd 
with U| with correlation 1 When 1 # 0 
standard regression tcs htiiques applied to 
(he second equation yield bia.sed lesults. 
The Heckman selection model (heiclorc 
involves the estimation of two equations 
and It uses the Mills ratio estimates 
IHeckman I979J lor starting values 

In estimating the Heckman iiuhIcI wc 
need to loratr certain identifying van- 
ahics: the variables iliiit .siiongly al let t ilic 
decision to collahoiate but not the tcims 
of collaboration The two ideiildying 
variables in the estimated model arc the 
market concentration (4-firm concentra¬ 


tion ratio) III the product coiiccmed and 
the total miiiilvr ot icievant patents in the 
collahoiatiiig couiiincs. It is hypothc.si.scd 
that a film which opcraies in a highly 
coinpeiiiive maikei has a higher pioba- 
biiity 10 c’oll.ihoiatc while it docs not in- 
iluencediiecily ihctcmisol contract Simi¬ 
larly, while .III increase in the slock nl 
patents me leases the piobability oi eol- 
lahoraiing it may nut directly inlluencc the 
terms ol collahoialioit. 

The last issue relates to the eliect of 
foreign eollalxiiation on peiroiniance of 
the technology impoilingliini It has been 
atgued that substantial gams are to be 
made by the Li H' 1 11 nis by increased levels 
of technology licensing |B,i.sant and 
Fikketi 19%] Hence, it is legitimate to 
rai.se a question icgaiding (he clicct ot 
teciinoiogv licensing on the impoiliiig 
Inins fn this suidy wc scleeled (wo in¬ 
dicators ol perlurmiincc. piolits and net 
ex|Hiil eainings The basic hypothesis is 
that (he loietgiic(illnh(<ratinn and the iiifiow 
ol toieigii technology enable the linns 10 
bung down cosi ol pioduetiun and in 
crease inteiii.ilional competitiveness and 
piolitabilily. In the iiiKiul equations that 
we liavecslitnaied, following thecoiiimon 
piaeiicv, eollalHiiafmg lirms are distin¬ 


guished from others hy a dummy variabiei 
Wc tested lot .significant differences i(( 
ccHiticients between collaborators and| 
non-collahorutors. Having observed 1 
statistically significant difference in idl 
the variables, including the endogenous, 
we base estimated sc'parate OLS for col^ 
lahoialois and non-collaborators. 

The estimated cqualinns are 
ftolit = Y() + Yiinarketshare •+ 
Yjcxporis + Ypntporis + YaSize + 
Y^loieigncontiol + Yfidehcmicai + 
Y^delcetronies + Y|)denginccnng + 
Y„<lstcvl + YindlivKi + Yj |dothcrs 
and 

NetExports = e,, + e|muikctshare + 
e^piolii + e,size i^lorcignconirol + 
c^dclicinical + ef^delcctronics + 
r 7 dcngmcH.'iing + i,gdstecl 4 {.^dtond + 
fiodotheis U 

IV ' ;j 

Estimation Results i 

TIu't oHuhoratum detision' Wc begin ) 
with results ol the piohit imxlct (Table 3, ( 
column 2) We find strong evidcncx for 'i 
inieinaltoniil teclmology .spillovers in the\' 
Iiuliaii iniiusiiial secior That is, Indian*' 
films ies|. md positively to the advance-i 


IAHI.I 4 tsilMAIIMIF Mil M|i| IIMOMIAI 1.IH.II MlllHI (IN IlRMSIH CVh I AilllRAIIMN 


V.iiiables Only Knvall) 

Koviiliv and l.Min|) sum 

Ni’illier Royally nor L 

Intel (.epi 

-t 2(2).' 

1 720*)' 

-2’»l(>4* 

(-2 720 

( 2 ((7) 

(-2 SSO) 

M,iikel shaie 

-0 (Kttv 

-00127 

-0 0229 


(-0 t02) 

(- 1 tut) 

(-1 240) 

Plot It 

-0 0 ISO 

-0(1114) 

-O02S2 


(-2 47(» 

(-0 221) 

(-0591) 

Evpoil 

0 tSKf 

0 (442' 

0 OOK 


(1 Kdl 

(2 1 4H) 

(OIXtX) 

llll|MI|l 

0 av <4 

0 |S|( 

()hl()9» 


((1 700 

(-1 4(91 

1 (()4X) 
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-0 (KXHi 

0 (HXW 

-0 0060* 
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( 2S()2) 

Foieign ciiniKil 

0 72‘»(i 

1 2(S9‘ 

( 7X62* 


(1 t72i 

0 462) 

(S 4S6) 

U.S eollahiii,iti(iiis 

1 IWIS’ 

094(1* 

0 074 


(2 044) 

(2 7(6) 

(-0 197) 

I'K (.oll.ihoi.iliiins 

0 K2II 
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0 9279 


(1 tso 

(0 017) 
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Geiinaii i.iill.ih(ii.iiiiins 

1 0(07' 

07119' 

-1 4049 


(1 92*)) 

(2 074) 

(-1 191) 

l.ip.ine>>i. eoll iNn.ilnins 

1 VOS' 

0 49s 1 

0 S412 

(2 (16) 

(1 ()S2l 

(-0 4.(8) 

(.'lienii..al (Iniiiiiiv 
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- 0 S491 

4)5411 
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’ments in the scientific kntiwledgc abroad 
by dtM'cloping collaborations. This is 
evident from the positive and .statistically 
^significant value of the estimated coeffi 
'cicnt representing the .stock of own total 
^relevant patents in the inaioi collaborating 
|cuunines Similar results have been ob- 
'tamed by Deolalikar and Hvcn.son (1989) 
A'm their analysis using industty level data. 
C 'We also finil that the market concentration 
I*'has a negative clleit on the decision to 
* 'collaborate This tend to suggest that (he 
^ |firms operating in the competitive maiket 
( consider torcign collahoratioii as one ot 
1 |thc strategies to increase their compcti- 
I Uveness It is possible that loreign col- 
f laboration enables them to bring down the 
^ cost oi production and provide other 
', pecuniary benetils like the u.sc ol foreign 
« brand names which help increasing (he 
acceptability of then pioduct.*'* The 
] coefficients oi the prol it and si/e variables 
' arc positive and statistically signilicant 
. Larger firms and those with higher pmiil 
' not only have the resources to invest in 
j the search picK'ess and to take the nsk, but 
the toieign lirms also seem to have greater 
preference for tho.se with largci n.'source 
base ('oming to the influence ol external 
I niicntaiion, it is touiid that import has a 
^catalytic cl feet of technology licensing 
, Here our results aie similar to (he findings 
, ot Siddharthan and Kiishna (1994) 'fhe 
j dummy vaitable representing the loieign 
, equity participation is also positive and 
. signiticant suggesting that the subsidiai- 
' ICS ot foreign linns are more likely to 
I collaborate than local lirms Ibis is in 
. contrast to the finding! ol Siddharthan and 
Krishna (1994) This dilfcrcncc may tic 
bi'causc of the fact that .Siddharthan and 
Krishna measuted technology impon in 
terms ot technology payments and as we 
shall sec later the piobabilily ol obtaining 
technology on neither lump sum nor tec h- 
nical tee is about 58 per cent in the case 
I of toieign controlled films 

Wc now turn to the results oi inter¬ 
industry variation as rcllected from the 
cuc'tticieiits of indasiiy dummies The 
coetficient ol the omitted industry (lex- 
I tiles) IS found negative and signilicant It 
IS worth noting that the bchavmui ol fiHid, 
steel and miscellaneous industries are not 
I signiiicantlv dilfercnttrom levities Other 
industnes like eleclFoiiics. chemical and 
I engincciing industiicsshowasignilicantly 
I diftcient paiiem as compared to textiles 
I Chou e of portnen The lesults ot the 
. estimated multinomial logit model (.see 
Table 4) indicate the factors inlluencing 
, the choice ol country by the lirms The 
model enables us to estimate the probabil¬ 
ity that a collaboration is agreed up on 


with the US, England, Germany, Japan or 
Other countries Estimates of probability 
of having a collaboration with each of the 
countries have shown that the highest 
probability is tortheothcrcounines(60.3.3) 
followed by Germany (17.40), Japan 
(9.57), the I S (6 97), and the UK (5 72) 
The variable ic‘prc.senting the own total 
adevant patents is positive and .significant 
with respect 10 ihc choice regarding all the 
countries '1 he variable representing the 
relevant patents of other counines, on the 
other hand, shows a .statistically signili¬ 
cant negative sign. This implies that the 
overall stock of scientific knowledge 
relevant to India that exists in any one 
country is more or less' .similar to those 
in nthci countnes and hence they arc sub¬ 
stitutes This means not only that the LlX's 
have a much wider choice, but also that 
the le-hnology market shows .some signs 
ol becoming cumpelitive. This oifers, as 
has been atgued by Bardhan and Singli 
(1987), a possibility tor the technology 
buyers lo turn the tabic in their lavoiii if 
propci strategies are used. The lolc ol 
maikct shate is found lo be different in 
die choice ol country While if is found 
not significant in the choice of Japan and 
the I'.S It excited a positive and significant 
innuciii.c in die collaboratinns with UK 
and negative and significant influence in 
collaborations with Germany as compaied 
lo ihe other countries The pictcrence ol 
Ihc lirms with monopoly power lo go lor 
toi eign Cl illaboration with the UK could be 
attributed to histoncal factors IliMiitcrcst 
mg to note that the positive nilc i >1 si/e and 
prolit that we have observed in the prohit 
model do not hold in the ca.se ot none ol 
I he mu|or v ollabor ating partnui s except Ihe 
other countnes Similarly, the toieign 
contiol IS touiid to be negative in the ca.se 
oi the UK wheieas, il is not signilicant in 
ihc'c'a,si'ot the U.S.Gcnnany or Japan, imply¬ 
ing that It IS positive and significant in 
other countries The role ol trade is also 
louiid to dittcr with respect tcv the nia)Ot 
technology exporting countries. While 
exports are positive and imports are nega¬ 
tive in the case ot die US and the UK 
neither exports nor imports are found to 
have any ipfluence in the firms* decision 
to collaboialc wiih Japan or Germany 


Terms of coUaborauons: Estrmates of 
the multinomial logit model on the tenn.s 
of collaboration as revealed from the 
different combinations of royalty and lump 
sum IS presented in Table 4. The e.stimated 
probability tor different terms ot collabo¬ 
ration IS as follows- probability of having 
only lump sum is found to be the highest 
(78..58) followed by both royalty and 
lumpsum (14.06), no royalty and no 
lump sum (4.2S) and only royalty (3.10). 
The preference order of a typical profit 
maximising Iron operating in a compeu- 
ttve market, everything else remaining the 
same, it could be argued, would be the 
toUowing the highest preference would 


Tabu (i Rovaity and Liimb Sum {'axiaiidns 
wini Siiuiivirv CoKRnniciN (Hk‘xman 
Two .Sirr Hsiimaii.s) 


Vaiidbles Royally Rale 

1 unipsum 

Intercept 

OOSIS* 

2S 2828* 


to OVS) 

(2 474) 

Maikel share 

-0 (MI62 

0 .S6S6* 


(-0 7K7I 

(5 077) 

Prill It 

-OOMV* 

-0 1975 


( 1 Kb-1) 

(-1 008) 

Lxport 

0 29*14* 

4 l.5tX)* 


(2 2141 

(2 177) 

linpoit 

-0 1112* 

4 S59S* 


( 1 S40) 

(1821) 

Si/c 

ooon 

-0 ('412* 


<-0 198) 

( 2*MV 

I'oreign conlml 

0 8976* 

-8 441S* 

(2 806) 

{-1 H92 

(IS i.oIlab<ir.i(iuns 

1 0074♦ 

-0 9901 


(2 844) 

( 0 208 

(IK ciilluhuidtioiis 

0 4172 

2 8741 


(1 121) 

(0 S24) 

Cieniun ciillaboraliiins 

0 8289* 

1 1818 


(2 .S.S7) 

(0 .102) 

lapanese ciillaboraOuns 0 <i26S 

-.1 4102 


(1 461) 

(-0 564 

nieinicdl (luiniiiy 

-OS 174 

100906 

( 0 87S) 

(-1 168) 

nicclitiniLs (lummy 

1 4411* 

-.14 4857* 


(2 246) 

(-1*105) 

nngince;mg dummy 

1 S9978 

- .10 87* 


(2 609) 

(-1 6.17) 

.Steel and basic dummy 

0 0946 

-22 5.5* 

to 162 ) 

(-2 796) 

Fond piiKCssing 

-0 1762 

-12 08 

dummy 

( 0 222) 

(-1 077) 

Misccllaneouc dummy 

0.19SS 

-29 .559.5* 

(0 621) 

( 1 111 

Selectivity term 
ll.ainbda) 

0 S18S* 

-6 2903* 


(1 874) 

(1 8.58) 

Number of observations 1601 

1601 

Log lilcelihood ratio 

ISf444 

-2576 80 

Chi-squared 

S62 90 

561 59 


Nine * Signifiidnl ai leasi at 10 per cent level 


Tahii .S I^iimaiiu PmmABiinv cii iin- DiMiRiNTCuMHiNATinN iir RciyalTi Raic ANnL umfSum 

Acikiss Dimi-mni Ouinibiis 


rouniries and 
IndustiK-s 

Only 

Royally 

Only 

Lump Sum 

Royalty and 
Lump Sum 

Neither Royalty 
nor Lamp Sum 

ll.v 

0 0721 

0 6157 

0 2829 

00291 

UK 

0 0619 

0 7107 

0 1281 

0 0973 

CiiTiiianv 

0 07.17 

0 6661 

0 2478 

00123 

lapan 

0 1041 

0 6761 

0 1985 

00213 

Oiheo. 

0 0403 

(1 1488 

0 5508 

00599 
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be for a deal involving neither royalty nor 
lump sum followed by only lump sum. 
only royalty, and Hnally tor those with 
lump sum and royalt). Viewed thus, ihc 
observed highest prohuhility lor the eases 
with only lump sum tend to indicate that 
the Indian firms have been able to obtain 
technology at favourable tenns I lowevei. 
given the fact that most of the fmiis operate 
in concentrated markel. the revealed ptel- 
erence of the large Indian linns would 
have been different Irom the competitive 
firms, lliis IS evident when we ptev'e 
together the probability of the chouc ol 
country and the probabilities ol dillcR'iit 
terms across different countiies. It is 
evident Irom Tabic 5 that the most piel- 
erable term (for a liiin operating in ilie 
competitive maiket) is ofleied by the UK 
where the probability of neither lump sum 
nor royalty, nr only lump sum payment 
IS the highest and that ol both royalty and 
lump sum IS Ihc lowest But, as we have 
already noted, in temisIII the revealed pie- 
fercnce, the highest probability is to col¬ 
laborate with oihei countiies, where the 
probability ot a collaiioralion involving 
both royally and lump sum is ihe highest 
From the Icehnology selleis' point ol 
view a deal involving both royally and 
lump sum IS most pieleiied Ivccause it 
enables them to spread the iisk. By setting 
such a term the firm is belter insulated 
against otdmary comincrcial and Uic so 
called political risk (('oiitractoi lUKS’^l 
From the buyers' side, a deal involving 
both niyalty and lump*sum cnsuies con¬ 
tinued support ot Ihe sellei, il needed, so 
that the ri.sk is minimised This uill par¬ 
ticularly be Ihc case d the buyers' tech¬ 
nological capability is rathei (hhii and 
need the continued support ol the sellei 
Though It would rai.se the cost ol piodiic- 
bon. given the high maiket powei. in¬ 
creased cost could easily be tiansici led to 
the consumers. Viewed thus the observed 
preference could be an indication ot Ihe 
nsk aversion behaviour of laige Indian 
firms with low technological capability 
and high market powei 
It IS also interesting to note that the 
subsidiaries of the loreigr. companies have 
amuchhigherprobahiliiy ol obtaining icch- 
nology at llie most lavourahlc tei ni, vi/. 
with neither royalty nor lump sum (58.43 
per cent) with llie lesjieetivc piobability 
ol only lump sum, only royally and both 
royalty and lumpsum being 24 48 percent, 
2.01 percent and IS 08 percent. This is a 
plau.sible explanation I'tir the .stiung ikisi- 
tive association betw.'cn foreign contiol 
and technology licensing I lowc ver. a fli m 
conclusion is not warranted in the uhscnce 
of any information on other translet s made 


by the subsuliaiies to tlic parent firm. 

Lcveli aliHiy mrnty Table 6 presents the 
Heckman two stage selection corrected 
estimates lot lump sum and loyahy s-qua- 
tion ThescleviioiiuK'tficienI(lambda)is 
louiid signil u ant lor both ot the equations 
estimating lump sum and royally rate. 
Thcreloie. iii analysing the iaclors that 
detenmne Ihe levels of lump sum and 
royally we loiusim the two slepesiimales 
rathei than the OLS e.stimales. It may also 
be noted liiat both ol the variables used 
to ideiilily sample selection collection, in 
the probil cqu.itions are found statistically 
signiiicaiit III all the estimated equations 
In both lump sum and royalty equations, 
the selection (.oiiectcdestimatesaic lound 
lower than (he ()[..S e.stimales loi almost 
all Ihe indepeiulent variables 

The seleclii m i. orrected e,stimatcs ol lump 
sum and ioy.ilty have some interesting 
results lo ollci (iiven the tact that both 
aie i hoicc vai tables, m llw sense that lower 
royalty lates ,iie ollcn sounlei-balanced 
by highei lump sum |Alani F)KS1, let us 
consider the lesults ol both equations 
togcihei To lx‘gin with, the cevtlicient ol 
foreign contiol is positive and significant 
111 llu loyally equation w'heieas the sign 
ot the ioellicienl is negative iii the lump 
sum equation 'I hat is, with equity paitici- 
pation the collalioialni could fix a higher 
loyally laletocompensatc propetly lot the 
technology ,ind possibility ol slinking is 
iiummised I Ins explains the negalive 


crK'llicient of lump sum. Similar finding 
was made by Subrahmanian (1986) by 
analv sing the industry level data on fw- 
eigi) collaboiations published by the 
Reserve Bank ot India llw amount of 
lump sum IS lound to be positively asso 
ciaied with the market power, where as 
the sign ol the ciretticient is negative (nut 
stati.siieaily signilicant) in the royalty 
equation Hie coeflicieni of exporui is 
positive and imports is negative in the 
royalty equation, whereas Kith exports 
and imports are positive m the tump sum 
equation That is, the firms with iaiger 
exports iue expected to pay high royalty 
and lump sum, where as, the royalty rates 
could be lower it the firm has high im¬ 
ports It IS interesting to note that firms 
with higher profits could obtain techno¬ 
logy at a lower royally (A lirm conclusion 
IS not w'airaiited in absence ol an analysis 
ol causality). Similaily while the si£e has 
a negalive citc'cl on lump sum it is not 
signilicant in determining royalty rate. 
Regauiiiig the intcr-eouniry vaiiation, 
while iIk'ic in hardly any difference aerms 
countries legardmg lump .sum, collabora¬ 
tions with the UvS and Germany ha.s a 
positive eliect on royally Finally the co- 
ctlicienis hi the indu.stry dummy tend to 
suggest certain mter-mdustry variation. In 
cicctionics and eiiginc*enng (lie observed 
trend is similar, positive in lump sum but 
negative in royally wheicas steel and nus- 
cclianeous industries, tlic coefficient was 
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found nctiauvc in lump i>uin compared to 
the textile industry 

Effect of technoloRS In ensin}; on profit 
and net exports: Results ot the estimated 
profits and net exports equations lor eolta- 
boraiors and non<collaN)rjloi s is prcscnied 
in Table 7.'* To begin with, the predicted 
mean profit of the lollaimrating firms 
(4.88) IS found to be higher than that of 
non-collaborating tirms (3 33). On the 
other hand, tlie predicted mean net expoit 
earning of the cnlt.ihoiating firms (-0 96) 
are found to he lower than the non-colla¬ 
borating firms (-0 IS) ’’On the whole, the 
elTcct of loreign technology licensing on 
the dome.stic firms piesents a mixed pic¬ 
ture, while It enhances the linns' prolit- 
abilily. It IS found tohe having a damiienmg 
effect on net cxpoit eaniing 1'he latter 
aspect indeed has to ht' .sevn inter aha m the 
overall context of a tiade policy regime 
in which firms’ preferred protected local 
market foi lhccom|x'lttive expoit m.uKcts 

Another inlcre.siing result mlaics lo the 
scale effect m the net export eaining. We 
find an inverse relationship between si/e 
and exports for both collaborating and 
non-collaborating linns This lindmg is 
similar to the a'sults ol earliei studies that 
the largci firms tend lo have a smaller 
propensity to export IL all and Kiim.u 1981 
and Siddharthan I9S(>| This is to be ex¬ 
pected in an ecoiioinv with large doiiieslie 
niarket chanieteit.sed by a eoi)i.enliated 
market .strut luic on the one hand and higher 
levels ol proieelion Itom inteinational 
competition on the othei. flic ellect of 
foreign control on cxpoits still continues 
to be point of controseisy in the dexelop- 
ment economies litciatuie Our lesults 
.show that net expoit eaiiiiiigs aie higlier 
in those foieign coiniolled liiiiis with 
technology licensing a<'reeiiients ’fhesign 
ol the eocflic lent loi thenoiieollaboi.itiiig 
foreign suhsidiaiics is iieg.iti\e but not 
statistically signilnant lurning lo the 
inter-industry variation in net expoi t eai n- 
ing. compared to the textiles leieieiice 
gniup, all the industiies with toieigii col¬ 
laboration have a positive ellect on net 
expoit. Howevei. it need to be noied th.it 
textiles have a veiv high negative civl- 
ficieni Only the niiscellaneous iiulusiiies 
in the collahoiaong gioup has a positive 
effect on export eai ning whcieas elei iioii- 
ics has a negative iinpaci In the non- 
collaborating giotipalso. the only indiisii v 
whea* thea' is a positive net exjioi i eai m ng 
is ftxxl, while chemicals, eleiuonics and 
cmgincconghaveaneg.iliveetfeci onthe net 
export earning I'o he moie prec ise, I ii ms 
in the f(M)d processinp industi). whether 
collaborating or non-eollaboraling. Iiavc 
a |K).siiive ellect and tiims ni electiomcs. 


botl) collaborating and non-collaborating, 
have a negative effect on net cxpoits 
Results ol the profit function lor col¬ 
laborators and non-collaboiators have 
shnw’n that while market share plays a 
positive and significant role in the case ol 
eollaboratois. the ciK'lficient is positive 
but do not h.ive the requiicd level ot 
.statistical sigiiitieancc in the ca.se of iion- 
collalioiaiois This linding is broadly in 
tune with industrial organisation ilieoiy 
which piedicts a positive as.soeiation 
between maiket siructure and pnilitabil- 
ity. Secondly, exports arc found to have 
positive ellect on profit only m the case 
ol non-coliaboialois Similarly, the posi¬ 
tive association between foreign control 
and pioliuhility is lotind only in the case 
ol non coll.iliorainrs Turning to the inter- 
iiuliisiiv dilteieiices, compared to the 
texti'cs leleience group, all the other 
industiies have negative sign in the case 
ol coll.iboialois. and positive in the c,ise 
ol non collahoialoisexccpi electronics and 
steel Since the textile coellicient is posi¬ 
tive and significant in both cases, the 
cst im.ited absi ilute eoel lie lenls have slu iwn 
the lollowing. In ihc e.ise ol ehemieal and 
food both eollaboiatois and non-iollaho- 
ratois have positive piolits In the vase of 
steel, collaboiators have positive piolit 
a nd I ion -c ol I alHu .itoi s ha ve negat I ve pi ot 1 1 
In the vase ol etectionics.cngiiu*eimg and 
iniseellaneoiis industiies, only non-col 
laboraiors have positive piolit On the 
w hole, the c ol lahoi atoi s have highei pi ol it 
than the iion-eollaborator.s 


('ondiidiiig Ohservatioiis 

In the light ol die findings bv the recc'iil 
reseaich that there afipears to he teal 
oppoiiumiies loi LDCs to obtain liigh 
yields liom '.echnology licensing .igiee- 
ments, we have looked into .some ol the 
impoii.inl issues on loieien U'chiiology 
licensing in Indian indiistiy Hiey included' 
(a) what IS die piobability that a liim 
lesoits ii. loieign collaboiation and what 
are the laciois ilut inlluencc the decision 
to collaboiate. ib) what is the pioh.ibilily 
ol choosing their p.iilners lioni a pailieii- 
l.u eounliv .Uhl what uie Ihc f.ic'iois and 
torcc's iiiiluenciiig the obscived choice, 
(c) vcliai IS the |>iobabilily ot oblainmg 
technology on ceit,iiii teims and eondi- 
lions and what aie the luelois that govern 
the ohseived leims ol licensiiig. (di the 
determinants ol llie level' ot loyally rate 
and lump sum payment to be made tor the 
levimology ii.insleiied; .iiid lei ihe etlcet 
ot loieigiicoll.ihoiatioiioiiic'c'ipienlfiims* 
peitoimance m icnns of piolit and net 
expoit caining 


The estimates of the probit model show 
that liic exogenous factors like the stock 
ol scientific and technical knowledge 
ahioad has a positive influence on the 
firms' decision to Iicen.se foreign techno¬ 
logy. suggesting the existence of strong 
technological .spillovers. The firm spe¬ 
cific iuetors like tiu: si/e, imports, profit 
and foreign control are found to be induc¬ 
ing films develop foreign collaboratioas. 
On the othci hand, the market concentra¬ 
tion tend to have a negative effect sug- 
ge.sting that the Indian firms consider 
foieign eoilaborations as a means of in- 
croasing their competitive strategy. Hie 
elioice of a paitncr is influenced positively 
by the sUx'k ol patents in that country and 
negatively by the competing eountnes' 
patents suggesting that the stock ol know¬ 
ledge in one country is a substitute to those 
available in other eountnes I'his means 
not only that the l.DCs have a much wider 
i. hoiee. but also that the technology market 
shows some signs of becoming competi¬ 
tive This offeis a possibility for the tech¬ 
nology importers to turn the tabic in their 
tavou* il proper strategics are adopted 
hslimales ot tlie multinomial logit model 
on the leinis ot technology licensing ha.e 
shown that the highest probability is to 
have a technology deal with only lump 
sum mdieutmg the terms in which firms 
obtain lecbiiology This could be a com¬ 
bined cl lec I of Ihe good bargaining power 
ol the Indian liims and the increasing 
competition m the inteniaiional technol¬ 
ogy m.irket Our selection corrccied esti¬ 
mates ot loyally rales and lump sum show 
that while the loreign control and experts 
have >i|Hisiti ve ellect on royalty rate, profit 
IS loiiiid Ic have a negative effect. Simil¬ 
arly,while titc market share, exports and 
imports have a positive effect on lump 
sum loreign control and si/e are found to 
liave a negative eltcel The finding that 
the linns with luigcr exports aic expected 
to pay high loyally and lump vum tend to 
suggest that ihe loicign collaborations arc 
yet to lieconie export friendly. Evidently. 
iIk' foieign I inns aie also intere.sled in taking 
advantage ol Ihe piotectcd domestic 
inuikct Ouranalvsisol the uficct of foreign 
tcehnoiogy licensing using the estimates 
ol the profit and export luncHons has 
produced a mixed results While technol¬ 
ogy licensing is lound to enhance firms' 
piolilahility. It IS lound lo be having a 
negative ef feet on the net export earnings. 

Notes 

(An cutlici version <ii this paticr was pre.senKd 
III Ccnirc lor licveli'pincnt .Studies by K J Joseph 
lie aeknuw ledges (he seiiunar pomcipanis tor 
their helpful conuiieiits He tx also thankful to 
T N Kiishnan, Asnka Mody, Gustav Ranis and 
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Cherian SamiKl for discussions Ramesh Subra- 
moniam made numcious sugfcstions oi all ihe 
stages of this work and pnn uied lielpf iil coiiiinents 
on on earlier draft Kescan.'ii assistance by Starykh 
Svetlana prosed hiithly useful and tiiiwly Ford 
Knindatmn piovided ilie pnsi-docioral fcllosvship 
which facilitated his visit to Econoniii. (irowih 
Center Uhl usual disclaimers follow | 

1 Fbrasurvey of literature see Helleinci < IW2) 

2 We do mil intend to piesciit the details of 
policy changesregaidiiigtcilmolugy licensing 
in die Indnm indusii y w liK h has been suh|eiled 
to substantial tliangt in tlw resent ye.us. 
Interested icodeis aii refcired to a recent 
study by Subraliiiiaiiian et al (l‘J%) 

3 Given the eonlidcnti.dily ot the data this 
publication is resiiicicd only lor iilfisial use 
We have used this data in such a way as 
to maintain the confiJcniialily by not re¬ 
vealing the idenlificjiion ul cither iIk* local 
or foreign firm 

4 See Gnluhes (IW2( lor a survey 

5 Fur example. cMiiiMies based on ilu* data 
from Basts St tense anil Technology Slalistii s 
published by tlw OFt'O show lh.it thiiing 
I97S-78 out III the total Geinian patents (i c. 
total minihei ol paisnis rcgisicicd by the 
Geniians in Oeiiiiaiiy) only I 4 |iei icni weie 
tegisirred in Ihs I'S anil this iiicrcaa.'il to 19 8 
pet sent iluriiig 1982 xo Siinilai iieiid \s.is 
observed in lhecu.c ol othei soiinii les as well 

6 The Relevaiisc Imls-x iKUL I is llu- lano of 
the number of paleiils itianlcil hv hull i lo 
inventors in industiy j tiom toanlis s to the 
number ol ptiteiils giantcd by loiiniiy s to 
inventors in cniiiiiiy j from caiintiy c diinng 
llicpeiio'l I972-K9[lt.>saiilaiidriUeil |99(>) 

7 Siddhailliin and kiishiia (I't*i4) analys’d the 
tlelciiiiinanls ol lechiuilogy mipoils using 
probil model IIk’ii independent saiiabies 
inshided adveniseiiH'iil es|iendiluic age of 
the let hnoliigy importing him, loieign s'tiiiilv 
purtisipatioii, s.ipilal ouipiil raiio imi'oil of 
components, import ol capital ginnls, import 
ot taw iiiaieiials pioht iiiaigiii, K and I) 
expenditure him sire skill iniensilyol woik- 
Inrce and export intensity 

8 This, in a sense, repiesi ills the ixilenlial supply 
of sciciinric knowledge The knowledge sIik it 
actually available iii.o be less hcvaiise of 
reasons inchidiiit' the lollow ing. some of Ilie 
techmilugies mav not he sold to Ilie l.ltCs 
on account ot ic.tsons iiicliidiiig Miaicgic ones 
It IS also possible lh.il some ol thi p.ilc'iils 
may not astua’’/ n sul' in siabto technologies 
or some of the viable technologies .ire not 
actually patented .it all W'liilc we lecogiiise 
such a gap the av.iil.dilc data may not allow 
us to lake into aecoiiiii tins aspect 

9 Braga and Wilhiioie (1*191) i.i then .iiialysis 
of technology iin|Mins iii Bioail |K>stul.iled a 
negative sign lor piohi on the around ih.a 
lower profits would pieiiipi the hriiis to go 
for technology impurts to mmlcniise and 
inipiovelheirpiofiis Howcvei.i'isiiossible lo 
argue other was roiiiitl and |iisiif\ a 
positive sign 

10 .Sec Ga*cnc (imX) l-ur an iiiiiiiiisc iniio- 
duclion to the topic sec Kennedy (l*<92) 

11 There aic other tciiiis involved in the 
collaboration agicemeiiis like reNiiiclion% on 
export, cioss licensing ol icshnology, import 
of capital goods anil spines and so on 
Howevei. with ilie .iv nlahle data we .iie not 
able lo look into i'ie.e aspects 

12 In the ease oi icilinual lollaboiatinns the 
maximum loyally lau payable is 5 pei cent 
ol the sales and the veiling foi the overall 


ptiyincmt (lump sum + royally) is 8 per cent 
ol the value oi production during the 
collaboration (wnod. less standard deductiims 
Higher luyuliy rate up to 8 pei cent is allowed 
(in exports As |k-i (he overall guideiiiK.-s of 
the govciiiincni. in overall technology 
p.iyiiicnts inoie weightage is lo lie given to 
royally i.iilici ih.ui lump sum |iaymcnis 
18 It could also he |xissible that llic govenimciital 
iippiiiv.il Was iioi given K'Caiisc of Ihe higher 
royally and lump .siiiii puyinent msolsed or 
for any oilwi icasons like tlie nature of 
Icchiiolocy iiisolved Wc assiiine lor that the 
(.ollalxiiaiion was not agieed up bec.iuse ul 
higher ixiynuni 

14 It one loiisideis lurcign colkthoralioii as a 
eum|wl llu e siialcgy, then Ihe Iwhavioiir could 
he iiioilelkd in ,i gitmc llicoieiic Iruiiwwork 
See Singh (IW2) 

I.S This IS III Mine with tlie findings ot Kcscisc 
B.ink of India (|988i which .staled ‘the 
lendciicv lo iiii|xisc export leslticlioiis has 
incie.iseil ovei iiinu’* (p 41) 

It) We Icise .ilso made Ol-S cstiiiuies ol total 
e\|iorts .iiid export inieiisiiy (export as a 
pio|Hiiluiii ot sales) and tlie lesulls were the 
saiiw .IS the nei esport coinings ci|U.ilion, 
heme not picseiiled heiv 

17 f-lesi in hiiih casus have sluiwn Ih.il tlie 
dilleieiicc IS sigiiificant al I |K'i cent level 

18 See Jenkins (|9W) (or a ictciii suiscy 

19 The high iiiiport micnsily oi eicclionics 
industiy uiii'i 1 lilwralisation li.is been noted 
by JuMpli (lu'ii) 
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liislitiiic ol laoiioiiiic (iiowih. New Delhi. I 
.Singh. Nin’l.ii (1992) 'Mulliiiaiinniils, Tech-) 
nologv and GoveiiiiiK'iit Policy’ in K Busu 
.111(1 l’Na).il (edsi. l)r\eli>iiineiit Polity and'r 
lioiioiiiii tfirms. Oxtoid Iliiiveisiiy Press 
Srtiiiv.isaii IN(I99S) ‘C'omp(9i(i(m for Private', 
InvestiiKiil .Some Analytic.il and Rcgulatoty^ 
Issues' iiiiiiiico,. La oiiomii Giowih Centre,, 
Yale I'nivetsiiy 

Stew.iii 1 (1990) 'Technology Transler tor' 
IX'selopiiH III in R E I'venson and G Rams 
(eds) St lent r iiiitl 7ri hiiofogs /jrtstms fiom\ 
DtsfrltiiHiurnl Politv, Wesiview . 

Snhi.dmiaiiiaii. K K 1 1986) * I cchnology Import' 
Keuul.ili()n Kedi'ices ( ust . Fionomu and,] 
/■■■/,//,.(/ Wrrkls V.,1 21. No « 
,Siilnahiii.in).iii K K D V .S Sicstry, S Paltanaik 
.mil S ll.ijia (1996) 'Foieign Cullahoratiun 
I 'iider Lilwrahsalion Policy P.ilieins of FUI 
.111(1 ll■(hllolog> > i.instcr III Indian Industry, 
Since l')9|', IVvulopiiH'iil Reseaich Ginupt 
Study No 14, depaitmenloircimomic analysts 
.mil policy. Kcseivc K.iiik ol India, Mumbai 
TfCcf !) J tl976> lecliimlogy Ti.incfer by 
Miihin.ilioiMl Fume fhe Resource Cost of 
riaoslciiint! reihnoliigical Knowhow'./ 
fionomu louiiuil Vol 87. lune 
UNCI ADl 199S) fill iiiini I iiml f oirii;iiDiml 
liisrMiiirnl 11VB/I I'NC/Misc I. I'NtTAI). • 
Geneva 
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m THE FUJI BANK.LIMITED 

MUMBAI BRANCH 

{Incorporated in Japan with Limited Liability) 


BALANCE SHEET AS AT JIST MARCH. 

PROUT AND U>SS ACCOUNT FOR THE YEAR ENDED 
HST MARCH. 1999 

1 Rupees) 

(Rupees) 

Schedule 

As on 
t| .(M looo 

As on 

11 01 1998 

Schedule 

Year Ended 
11-0.1-1999 

Year Ended 
11-03-1998 

CAPITAL & LIABlLmF.S 



I INCOME 



Capital 

Reseivcs and Surplus 

1 

-1 

708 18 (10 

I2,(m,9tl>2‘# 

7(W.5h6 61K (Ml 

9 182 676 44 

inteirst eaincd 13 

Other income 14 

251,639,419 89 
15.19.1.211 65 

111.755,782 89 
17.468,167 95 

Deposits 

Borrowings 

Ulhcr Liabilities and 
Provisions 

1 

4 

5 

1.196.560.044 82 
180 OOU.tHli) (8) 

44,575,289 07 

195.960.91140 

1.IX)S,(MXI.(8X)(X) 

12 4.17.177 17 

T(JTA1 

266,832,653.54 

151,223,950.84 

n EXPFNDITIIRE 

Inteiest exprndt d 15 

140.242.057 08 

18,281.807 10 

KITAL 


2341.539.902 18 

1,931,147,605.01 

Operating expenses 16 

Pnivisions and 

9.1..141,229 57 

59.164.684 42 





contingencies 

29.514.211 46 

7 662.077 11 

ASSETS 

Cosh and Balance with 
Reserve Hank of India 
Balances with Banks and 
Money at Call and 

Short Notice 

Investments 

Advances 

Fixed Assets 

Other Assets 




lOfAL 

263,117,518.11 

105,310,568.65 

6 

52,182.580 46 

15,712,221 81 

m APPROraiATIONS 

Net piufit/(loss) for the year 
Net proftt/doss) brought 
forward 

3,715,135.43 

(14,881.121 25) 

45,913382.19 

(51 614.027 00) 

7 

8 

9 

It) 

II 

260.7S2.612 10 
.501,.197.110(8) 
1.277.717.288 45 

16.922.-512 78 
212.347.778 19 

2.278.604 (X) 
144.401,120 00 
1.109,411.41009 
16.111.179 15 
221.186,867 96 

TOTAL 

(11,168,185.82) 

(5,700,644.81) 

Transfer lo Statutory 
Reserve 

Transfer to other Reserves 
Transfer to Government/ 

2,855,25.1 85 
Nil 

9 182,676 44 
Nil 

roiAL 


2,341,539,902.18 

lp93M47^5.01 

Proposed dividend 
Balance earned over to 

Nd 

Nil 





Balance .Sheet 

(14.023.439 67) 

(14.883.121 25) 

Contingent Liabilities 
Bills for Cullecticn 

Notes to Accounts 

12 

161.061,199 86 
43.875.767 93 

684.198.526.16 
91.8.57.690 41 

TOTAL 

(11,168,185J2) 

(5.700,644.81) 

17 

Notes lo Accounts 17 





Notes and Schedules to the Accounts for.ii an integtal pail of Balance 
Sheet 

As per our report of even date attached 

For and on behalf of 
KHIMJlKUN\ERJI&CO 
Chartered Accountants 
Sdf- 

SHIVJIK VIXAMSEY 
PARTNER 


Place MUMBAI 
Date 29th June. 1999 


Notes and Schedules to the Accounts form an integral part of Profit 
and Lass Account 


For THE FUJI BANK. LIMITED 
Mumbai Branch 
Sd/- 

M KOTANI 

CHIEF EXECUTIVE OFRCER - INDIA 
& 

GENERALMANACER 
MUMBAI BRANCH 
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Hi THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

(Incorporated in Japan with Limited Liability) 


SCHEDULES TO THE BALANCE SHEET 


(Rupees) 


Schedule I - Capital 
Capital Remitled by Head 
Office (include* a wm of 
Rs 20.00,(X)(V-(pteviottf year 
Ra. 20,00,(XXV-] kepi with the 
Reaerve Bank of India under 
Section 11(2) of the Banking 
Regulation Act, 1949 ) 

TOTAL 

Schedule 2 - Reaerves & Surphu 

I Statutory Reserve* 

Opening Balance 
AdditiiHii, duniig ihr veai 
Deductions during the year 
lOTAI ll) 

II Capital Reserves 

Opening Balonir 
Addiuons dunng Ilk* yeai 
Deductions during the vrai 
TIVTALdll 

III Shate Premium 

OpeningBalancr 
Additions during the yeai 
Deductions during the veai 
rOTALflll) 

IV Revenue and other Rrserve.s 

Client ng Balance 
Addiuons dunng the year 
Deductions dunng die year 
TOTAL (IV) 

V Balance in Prolit and Loss 

Account 

TOTAL(V) 

TOTAL (I, n. III. IV and V) 

Schedule 3 - Deposits 
A I Demand Deposits 
(I) from banks 
(n) from others 
TOTAL(I) 

II .Saving Bank Deposits 

TOTAl.(H) 

III Term Deposits 
<i) from banks 
III) fromotheis 

TOTAL (III) 
lOTAL (I. It and III) 

B (i) Deposilsofhfanches 
in India 

(u) Deposits of branches 
outside India 
TOTAL (I and It) 

Schedule 4 - Borrowings 
I Borrowings in India 

(i) Reaerve Bank of India 
(u) Otherbanks 
(ui) Other malitutiona 
and agencies 

n Bonowinga outside India 

TOTALaMdU) 

Secured borrowing 
included in I ttll above 


As on 
31-03-1999 

As (in 
.1|.0Vi()9K 

708,466,6.38 00 

708.4b6.638 00 




9.IH2.67644 
2 854.243 84 
Nd 


Nd 

9.182.676.44 

Nd 


■w^^ttirAM<«arrTTr-TTi 



Nd 


Nil 


124)37.930.29 



6,978.29684 


118.977 51 


Nd 


Nd 


9.182,676.44 


l(J0,(KXI()0 
17.660. «)4 29 


17.760,304 29 


I iiUM—iirriiii 


161.6(18 II 


100.000,000 tlO 


704.000.00000 

484.462.77047 


1.189,462,77047 



1,196.9604M4B2 




195,960.913 40 

" Nd 
195,960,913.40 


80,000,000 00 Nd 

300,000.00000 904,000.000(10 


fU 100.0(l0.()0000 

Nd Nd 


3«B00dKI0B0 I000.00 



Schedule 5 - Other Uabllltles 
and ProvIsiMis 

I Bills payable 

II lnier-officead|ustmenis(ne() 

III Interest Kcrued 

IV Othersdncludingprovisions) 

TOTAL (I, n, UI and IV) 

.Schedule 6 - Cash and Balances 
with Reserve Bank uT India 

I Cash in hand (including 
tcmgncuiiaicy notes - Nd) 

II Balances with Reserve 
Bank of India 

(i) in Cunent Accounts 
(ot in Other Accounts 

TOTAL (I and II) 

Schedule 7 - Balances with 
Banka 4k Money at CnII and 
Short Notirc 

I In India 

( I ) Balance with banks 

(a) m Current Accounts 

(b) in Other Depmit 

Accounts* 

(II) Money at call and 
short notice 

(a) With Banks 

(b) WithOther 

Institutions 

TOTAL (i and it) 

II Outside India 

(i) In Current Accounts 

(II) In Othri Deposit 

Account 

(III) Money at call and 

shuitnutiie 

TOTAL (I II and III) 

GRAND TOTAL (1 4k II) 

* Includes SIDBI placement 

Schedule 8 - Investments 
I Investments in India in 
(i) Govemmentsecunlies 
(n) Otherapprovedsecunues 
(ill) Shares 

(IV) Debentures and Bonds 
(s) Subtidianesand/ 

or |oinl ventures 
(vi) Treasury bills 

TOTAL GROSS VALUE 

(i. It, lu. IV, V and vi) 

LESS Depreciation on above 
TOTAL NET VALUE 
n Investments outside India 

TOTAI 

GRAND TOTAL (I R II) 


As on 
314)3-1999 


Nd 

Nd 

21.366,423 03 
22J08.76604 


44J7S,2a9JI7 


(Rupees) 


Ac on 
31-03-1998 


761 

Nd 

S59,791J7 

IIJ7748S.60 


tFrrrria';| 


234.2995-4 


42.148.28091 

Nd 


70.83345 


.14.661 J70 36 
Nd 


323824(80.46 33.732323J1 


3.800,380 30 

703.04592 

214.384,00000 

bHl 

40.000,00000 

Nd 

Nd 

Nd 

2.49.184,38030 

701,04592 

1368.24180 

137535808 

Nil 

Nd 

Nd 

Nd 

1368.241 80 

137.435808 

260.7S2A32.10 

2378A04JI0 

214.384.110000 

Nd 

Nd 

Nd 

Nd 

Nd 

Nd 

Nd 

19.700.00000 

Nd 

Nd 

Nd 

44IA97,II000 

344.401.12000 

501.3(^7.11000 

344.403.12000 

Nd 

Nd 

.401397,11000 

344.403,12a00 

NU 

Nd 

Nd 

Nd 

501397,UOjOe 

344A03.I2(keB 
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THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

(Incorporated in Japan with Limited Liability) 


SCHEDUIJ-S TO THE BALANCE SHEET 


(Rupees) 


A& on 


As on 

31 m-iwg 


As on 
3Mn-Wl 


(Rupees) 


A* on 

3l-(n-1998 


Sckcdule 9 - Advances 

A (i) Bills purchased snd 

divcuunted 
(u) Cash ctedils, 
overdrafts and 
loans repayable 
on demand 
(ill) Term loans 

TOTAL 

B (i) Secured by tangible 

asels 

(u) Covered by Bank/ 

Covemmenl Guarantees 
(III) Unsecured 

TOTAL 

CI AdvaiK es in India 

(I) Pnonly Sec lots 
(u) Public Sectors 

( III ) Banks 

(IV ) Others 

TOTAL 

CU Advanses outside India 
TOTAL 

GRAND TOTAl. (CI & C D) 

Schedule lO-Flaed 
Assets 

I Pnrimies 

Opening Balance at cost 
AddUHaiaduniig 
the period 
lieductions during 
thepenud 

Depreciation todate 


H Other Fixed Assets 

(including furniture and 
fixtures) 

Opening Balance 
at cost 

Addmons during 
the period 
Deductions during 
(he period 
Depreciation todate 

TOTAl 

GRAND TOTAL (I * n) 


I0I,4I6.8<)071 


591,678,850 74 
584,641,54700 


Zl 858,061 9.3 


742.458,276 16 
545,097 072 00 


U77,737,288.45 | 1,309,413,410419 


1,049,320.397 74 1.129,413,410 09 


Nil 

228.416 890 71 


55.000.()0()00 

115.000.00000 


1^77,737,288.45 | 1,309,413,410.09 


l27.(NX).(8inOO 

Nil 

Nd 

I 1.50,737.288 45 
TiTf,737,28IU5 
Nil 

_Nil 

1,277,737^88.45 


196.029.99000 

Nil 

Nd 

1.113,383.420 09 


1309,413410.09 


Nil 


Nil 


1309413,410.09 


I3666..35b2l I36()6.356 2l 


(1.812.790 09) (1.372 604 92) 

’1|.8<3..566 12 ~T2.29 3.75129 


11.965 975 34 I 11,883.725 34 


2 64.5,605 57 


82 250 00 


Nd Nd 

(9342.634 15) (8.126.347 48) 


5,068,94666 


3339,627 86 


Nd 

40.732,985 68 

7.193,651 87 
Nd 

Nil 

184,421.140 83 


232347,77839 


1442343947 


Nd 

12,627,46960 

842.176 60 
Nd 

Nd 

209,717,221 76 


213,186467.96 


1448332135 


Scfacdnlt 11 - Other Assets 

I Inter-aif&eialjastmem.sdiet) 

II Interest accrued 

HI Tax paid in aiivances/ 
tax deducted at snutte 

IV Stalionei y and stamps 

V Non-hankingasscMicquiicd 
m satistaciion ul clainv. 

VI Other.* 

TOTAL 

* lubiudes Ijiss amounting to Ks 

Schedule 12 - Contingent 
UnbOltics 

I Claims against die hank not 
ai knowledged as debts 

II laabiltiy forpaitivpaid 
investments 

HI I lability on asuiunt u( 
outstanding furWBi d 
exchange cnnlraLls 

IV Guarantees given on 
behalf of constituents 

(a) In India 

(b) Outside India 

V Acceptances, eiidmeiiirnis 
and olher (diligations 

VI Other items for which the 
bonk IS conungendy liable 

TOTAL 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 




For the 
Year Ended 
31413-1999 


For the 
Year Ended 
31-03-1998 


16,922412.7s 16,L33379.15 


Schedule 13>- Intereat Earned 

1 liileiesl/discounlun 

advances/bdls 

il Income on invrttments 

HI Interest on balances with 

Reserve Bank of India 
and iXhei uiler-liank hinds 

IV Others 

TOTAL (l,n. Ill and IV) 

Schedule 14 - Other Income 

I Commission, exchange 
■nd brokerage 

II Net profit on sale of 
mvsatmenla 

IE Net profit on revaluation 

ofinveatmentt 

IV Net profit on tale of land, 
building and other axaets 

V Net profit on exchange 
tnmacuonx 


189.022.39171 114.28447828 
42.165,446 02 13,42740661 


20.451.582 16 
Nd 


6.043,198 00 
NU 


25143941949 | U3,7M,78249 
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THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

{Incorporated in Japan with Limited Uahility) 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 



For the 
Yev[.ndrd 
^140-1999 


(RopaM) 


ForIht 
Year Ended 
1l-03-l99t 


Scfacduk 14- Other 
Inconc (Contd.) 

VI IncoiiK eamrd by way of 
dividend etc from 
wbaxliBnesAroiiipanHH 
and/or joint ventures 
abroad/in India 
VU Miv^llaneoualncumr 


Schedule 15 - intrrert 


lS.l«3;t33A5 


17^167.95 


I Inteicii on drpostiv 

It Inteieal on Reserve 

Bank of Indta/imer-bank 
borrowings 
lU Others 

TOTAL 


84,010.742 69 11.K24 (Ki2 94 


S6.21I.1I4 19 
Nil 


26.459,744 16 
Nil 


140J4L0574HI | 38ja.l.807.10 


Schedule 16 - Operating Espenscal 


I Payments lo and provisions for 
employees (expenses for the 
year include Ini nme Tax and 
inteiBst thereon paid on global 
income of expatriate stan 

Rx 10,8.10.107/- including lor 
earlier years Rs 25,461,812/-) 

II Rem. taxes and lighting 

III Pnnting and stationery 

IV Advertisementandpublicily 

V Depreciation on hank's property 

VI Uiierior'i and local 

ad visory board membei s' 
fees, allowances and expenses 

VII Auditors' fees and expenses 
(including branch auditor's 
fees and expenses) 

VIII Lawcharges 

IX PostBge.Telegrams. 
Telephones, elc 

X Repairs and matiilenance 

XI Insuiance 

XII Othei expendiiure 

TOTAL 


44.929.042 12 11.153,529 09 


14.811,187 00 
275,794 51 
.16.00000 
1.856.471 94 


47.(0000 


159,2.5000 
55.1. MW 00 

1,794,137.11 
877J694.10 
,559.(166 50 
7,440.(185 87 


93„14I,229J7 


15J40J35.9T 

302338j6i 

33.00000 

2,502.53704 


24,00000 


120 , 000.00 

81,19000 

2.l432i37J0 
724,827.80 
46536235 
6/472.023 86 


59364,68442 


Schedule 17 - Notes Forming Part of the Accounts for the Year Ended 31st March, 1999 

SIGNinCANT ACCOUNTING POI JtlES: 
i 1 Gnenl 

The accompanying financul stale men is have been prepared on the histni ical ensi basisandconlirm li> the rtatulory provisions the generally accepted 
accounting principles and practices pnrvailing wiihin the hanking industry in India 

12 RevcnueRecogmnao 

Income/Expe^tuies is accuunied for on an aecntal hiisis 
1 1 TkansactianflnvolviiigFoirignExchaiigr 

Tiansacliaiis during the year have hern translaled at lla. exilianpr rale prevailing on ihe dale ol Ihe iraiuMciions 

Asa e ls a nd liabilities including outstanding fotw aid conn ails in iiHeigncurrencies ore translated at ihrrxihangeraiepicvaihngal ihe close oflhrfuuuicial 
year Hid Ihe icsultanigain/Iassisiecngm^ in the Piofitandliiss Account os specified by file FtHeignExchangeOcaler'sAssiKiMion of IndiatFEDAI]. 
14 InvesuneMs- 

AUuivestments ore in approved secunlies Thereaiecla.ssirirdas 'cuiTem"investinenlsandaievuluedallowciofcosloriiiBrkeivalur Incase of unquoied 
secunuea, maiket value is determined on "Yield to Maiuniv'' (YTM) basis os per the norms laid down by Reserve Bank of India 

13 Advancer 

Advances ara staled net of provisions fordouhiful advances, if any in accmdaiKe with die provisioiimg guidelines issued by ihe Reserve Bank of India. 
16 Fixed Assets and Depteciahon 

A) Fixed atsets an iiated m their hisloncal cost less act umulaled depiccialion 

B) FixedaiselaaiedepractaiedanReducingBalancrmrthod(exceptincaseofileml(i}bel«wvi7 Premises where the Straight Line Method of depteennon 
hu been applied) at die rates drienraned by the Managcinrni. which art generally hielirr than tliose presenhed in Schedule XIV of die Comptmea Act, 
1956 excc{X compuleis, fumituie and fixtures and premises 7 hi .iforesaid rates of iwpreciatiiHi hc as follows 

I nemaes 

<i) Plemues «r 2 79l< 

(n) CentnbxedAiicondihonerlmcludedunderPrrmises) v \4Vlk 

On) Fir Alarm system(incluiM under Piemiies) Ot 2060!, 

U Oter fixed aaaeii 

0) EtecuonicDauiPraceaMnglaquipinenl/Non-cenirali/rd/siaouditioiiers/Vehicles 0 319% 

(n) Ofliceequpmem 0 36.9% 

(ta) Mobile Stonge unit A Ftxmies 0 142% 

(IV) Aueacostuig below Japanese Yen 200.000 0 100(1% 

C) Depwcialion on assets acquirad/dispoied during the yeai u provided on pro raia basis wiih raierenev to ihe month of addition/disposal 

D) Thee3ipenifaiaRinciinBdliniraildiuons/modificatifliitoleased/tenaniBdpiemi<eiaratapiialiaedaiidihedepreciatiiw.oiiihcsaiTie.isprovioediiimentioiied 
u (B) abow. In (he yen of expiry of die leaseAenomy (he wntien down value of ihr assets air fully depreciated/wniien oiT 

1.7 Sitf ReummeniBenffils 

TtebaakhasiakenagroupgratuilypolicywithTneLi(rlnsuiaiKeCaipuraliiinolIndiail.lC),torp4vinriitslowiudsgra(utlyfunds Annualconinbubon 
•f deterniined by UC ara charged lo die Profit and 1 oss Account 
MHtKBPORMINC ASSETS (NPA)i 
Hk prwmmge of net NPA u Net advances is 602% 


Bcwioiiilc and PoUtical WeeUy July 3. 1999 


181.3 
























THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

(Incorporated in Japan with Limited Liability) 



Auditon’ Rtpoil on llw MumM Branch of THE FUJI BANK, LIMITED Under Sedion 30 of the Banking RcgniaihHi Act, 1M9 
We have audiied die vnached Balance Sheet of the Mumbai Branch of THL FUJI BANK. LIMITED m at 31n March, 1999 and alio aaneied Brofil and Loan Aocounl 
fin the )ieir ended on ihai dale 

In aoconiaiioe with the pioviaiom of Section 29 of the Bankinc hcguliuon Act. 1949, rend with the proviuoni of lub-iectiom(l), (2) end (S) cf Secnon 211 and 
lub-iectKM (3) of Section 227 of die Compiniet Act, 1936, the BaiaaK Sheet and de nofil and Low Account togedia with the noiea attached thereto are not rennred 
to he and are not drawn up in atcoidance with Schedule VI to the Companiei Act, 1936 The accounii are, ihrerfore, drawn up in confbrmty with Fdnni ‘A* and 
*B’ of the Thud Schedule to the Banking Regulauon Act, 1949 
We iBMrt that 

1 We have obtained all information and explananooi, which to the beet of our knowledge and belief were neceuary for the puipoee of our andil and ftanid diein 
to be laliifacloiy 

2 The tnntaciiooi, which have come to our nonce have been, in our opmion, genera^ within the powen of the Mumbai Branch 

3 In our opimon. proper booki of account! ai required by law have been kept by the MtnidM Branch, to far w U a p pe a ra ftom our exandnalion of thoae booki 

4 The above mennooed Balance Sheet and Profit and Loet Account of MuMbai Branch, dealt with by thu lepon are in wnrenem with the book! of account 

3 a. In lapect of an advwice, no ptovnion hai been made of Ra 13,3W,S64 and no m everaal of intereat thereon of Ra 8,WJ79 aa niemd to in note no VI 

of Schedule 17 Ai a reauk, Pnrfit for the year and R a rer v e i and Suphia are hijher by Ra 18,003.609 (Net of Tax) 
b The Coinputauoo of Bunnear Raboa aa rerened to in noae no V of Schedule 1/ it nipiect to the effect of the obaovadona in clauae SM above. 

6 hi our opimon, and to the beat.of our infotnuuioo and aoconhog to the explanadoni mven to ui, the Balance Sheet and Profit and Loaa Accouat, read together 

with the notea thereon, give the informanoo tequued by the Companiei Act, 193^ la the manner to lequued for Banking Comptniea and on inch oaut, 
tubject to our commenu la para 3 (a) & (b) above, the aaid Balance Sheet givo< a tree and fair view of the Male of afiain of the MuiObai Branch at the 
Ba^ aa at Titt March, 1909 and in caae of Profit and Low ActouM givea a true and fair new of the Profit of the Mumbai Branch of die Bank for the 
year ended on lha, dale 

Hor and on batialf of 
KHIMJI KUNVERJI k CO 


Place Mumbai 
Date 29lh June, 1999 


Sd/> 


SHIVJI K VnCi UilSEY 
Paitaer 


IRU 
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Getting Rid of Child Labour 

Iftikhar Aiuned 

This paper, based on a quantitative empirical i ross-country study, provides policy insights to the tackling 
of the root latuses of child labour. The econoinetiic model applied explains foi a substantial pioportion 
of the cioss-country variations in child labour. The elasticities estimated would enable us to forecast the 
percentage change in the employment of child labour resulting from a given pert entagc t baiige in any one 
of the explanatory variables consisting of the level of development iGNP per capital, poverty, income 
inequality, school enrolment, parental education, dominance of agriculture and age strut tiire of the population. 
The range of policy options for tombating child labour is indeed large and the weights to be attached to 
the indnidual elements of the socio-economic policy package are dearly guided by the explanatory power 
of each of the above causal factors. 


THEnumbiTof wcirkingchildren between 
the ages of 5 and 14 in developing counti ics 
IS estimated at 250 mil lion, ol whom some 
120 million work lull-time |ILO ]9%a) 
Many millions ol thc.se children w(>rk in 
(H ciipations and iiulii.strie.s which are 
plainly dangerous ha/aidous and 
exploitative Poi instaiiLC, ILO siati.siical 
.survey .s in 20 eountiies reveal that nearly 
70 |H*i Lent ol the woiking childnm lace 
.serious hazards, such as cuts, IraLtutcs. 
lossol body parts.Liuslimgtn)uiies,bums, 
skin diseases, .sight oi heating loss, and 
respiratoiv illness Tht* household surveys 
al.so reveal that 80 psM cent ol the childten 
woik 7 days a week |II.O l‘)<>7d| Two- 
thiids ol the working childicn ol 
developing vountnes 1 1 ve in the rural areas 
and neatly thiee quarters ol them arc 
engaged in agi icultuic and related activities 
(ILO I‘W7b, IW7d| .Seventy per cent ol 
the working children arc unpaid workers, 
the propoition being as high as KI per cent 
III rural aieas |lLO IW7d| 

There is by now a virtually unanimous 
view that ptwei ty is tlk- main, although not 
the only cause, ol child labour (ILO I V%u. 
l'#07b, UMCFF 19071 Howcvei, the 
precise quantitative magnitude and the 
sticngth ol the relationship between the 
level oi povcity and the incidence of child 
labour has not yet been empirically 
established 

The incidence of child labour is alih) 
believed to dimmish with economic gn'wth 
(Kruger 1997], although the universal 
validity of this generalisation has also been 
questioned (ILO 1996a. UNICEF 1997] 
Social policy and the pattern ol economic 
growth, not economic gmwth alone could 
intiuence tlic use ol child labour. 

Schooling is presumed to be a powerful 
weapon in the immediate battle again.st 
child lahtiui (ILO 199(Sa. UNICEF 19971. 
Again concerns have bc-cn expressed about 
the rampant non-compliance ol compul¬ 
sory schooling laws in countries where 


they exist (Kruger 1997]. Doubts have 
akso bi'cn ca.st on the ci cdibi Iity of national 
.statistics reporting high school enrolment 
rates [The tumonust 1997). Even il the 
enrolment I igures aa* true, the relationship 
with child liiboui IS bluircd as sonic 
childten eoiiibine work with education 
and the schtHil diop-tiut rale is high in 
many developing eountnes. Theietore. 
there is a nei*il li a .mempincal investigation 
ol the genuine link between the leported 
national .scIukiI enrolment rates and the 
employment ol child labour. 

It IS also presumed that child labour will 
dimmish m the long lun. since chtUlren 
lecL'iving education ttxlay. as educated 
adults, spec tally as educated adult women 
in the Itituie. will have reduced lertihty 
rates and tend to have healthier and 
educated children (ILO 1996a. 1996bj 
Krugei 19971 Furthermore, tlie creation 
ol human capital will fuel future economic 
growth, which in turn will dampen the 
pres.sure on childicn to enter the laboui 
market The relationship between 
education and child labour being complex, 
there is a need to look at the einpincal 
rclationshipdiiccily between adult liteiacy, 
lenialc literacy in paiticulai. and child 
labour 

It IS also believed that societies charac- 
tc^nsedby inequality haveahigheremploy- 
ment ol child laUiur (UNICEF 19971 
However, no quantitative empirical evi¬ 
dence has been lui ticshed in support ol this 
a.s.sertion 

In low income countries the shan.' ol 
agncultuie in CiDP is large. Higher 
dependence on agncultuie tends lo 
gcneiate child labour by providing the 
scope lor work-shanng There is as yet no 
empirical data to confirm this tendency 
It IS ol course siiown that three quarters 
of working children work in agiiculture 
and related activities, the va.si majority (KI 
pci cent) ol whom work as unpaid workers 
(ILO I997dl 


It IS assumed that population policy has 
a lole to play in curbing the supply of child 
labour but little is known about the 
magnitude ol the lelatioiiship between'I 
deinogiaphie vaiiables (eg. the age 
stiuctuie of the population) and the \ 
employment of child labour 

Finally, while it is widely acknowledged 
that each ol the above eight laetors 1 
individually and collectively affect the 
incidence ol child laboui. theic is as yet 
no undci standing ol the relative .strength 
of then ml luence individually. I'lu: relative 
strength andeff ic icncv iif alternative scK'ial 
and economic |H>licies individually and as 
a package can only be analys'd on an 
empiiical basis 

Know'iiimiI And Mr 1 iioooi (Kill St C!m‘s 

Lmpiiical evidence iei|uiied to con¬ 
vincingly demonstrate the direct quanti¬ 
tative links between tlic employment of 
child laboui and economic and social 
laetors is lacking At the heart of the 
methodological ditliculty is the problem 
ol establishing a dircc i quantitative causc- 
and-ellect link between child labour and 
particulai variables, such as income levels, ' 
inequality, poverty, education, demo¬ 
graphic and .structuni variables, ahich 
togethci aic assumed lo he' the root cause's 
of child laboui 

The principal obiective of this study i.s 
lo contribute to the analytical and empincal 
basis loi answering the policy question ol 
whether and to what extent changes m 
GNP pel capita, poverty, inequality, struc- 
tuieol Iheeconoiny. demogiaphiL laclois 
and basic education could cflectivcly 
reduce the employment ol child laboui 
Based on the results, the study briefly 
desk ribes the pos.s<ble (x>hcy strategies tot 
mllueiicing the changes in these variables 
which would rc'duie child labour 

'I he study attempts to atiswci twc> basic 
que aions Is the goal of total abolition of 
child laboui a valid and attainable 
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obja ii vc ’ Is s hild labour aholit ion a long- 
leim obji'iiivc'' Basically, ilie study 
identilu-s Iho undoil> ing lundanicntal and 
lool causes ol child labour and indicates 
ways to influence the long-term l.iclors to 
reduce child labour 

A useful appioach to any kind ol cmpii i- 
cal work IS to ask whal one expects to find 
before examining the empincal icsults In 
the light of the intKxJucloiy rcmaiks, the 
setol hypotheses that aicbeingenipirieally 
tested .lie sunini.tnscd fielow 

Childlabour measuiedby thcpercentage 
ol childien working) is ex|)ected to he 
positively assiK'iated with |H)veity tper- 
cent.igc of tiK' population below the (Murily 
line I, income inequalny (measured by the 
rum coellicient').' (he peicentage of 
population iH'tow 15 years ol age and the 
share o< agriculture in GDP Child lalwur 
IS cxivcted to he neeaiively associated 
w ithGNP pet capita, with scIkkiI enrolment 
(peicentage ol primary age group enrolled 
meducationiaiid with the .utiilt and Icmale 
litetaiy rate 

In the absence ol long time senes data 
on the incidence of child luboui lor 


individual countnes, we test th(> above 
hypollicses using crosir.sec'tinn data Irom 
asampleol developing countnes lor which 
data IS .ivaitahle. 

The data on child labour (10 to 14 years 
ol age) aic II.0 estimahis |ILO 1996b, 
I997e] Data on GNP per capita, adult 
literacy rates, piimary age group cntollcd 
in education, percentage ol population 
below 15 years of age and percentage 
eontrihuiioii ol agiiculturc to GDP weic 
obtaitK'd liom the World Developntent 
Report [World Bank I995|. The data on 
the incidence ol poverty and on Gim co 
el tieicni weic obtained Inim an ILO sui vey 
ol estinuies I'l'ahatabai 1996] 

Incidence ol poverty is the percentage 
ol population or hoiis^lds with income 
(or cxpendituie) below poverty line or 
stnndaid in (he year closest to 1995 for 
which the data is available lor the country 
conceincd. Gini cocllicicnt measures the 
inequality m thcdistnbutionol income oi 
expenditure at the personal or household 
level loi the ycarclo.sc.st to 1995 for which 
data IS available either at the national or 
rural level 


Ordinary least square regression 
techniques were used toexplain and predict 
variations in ite incidence of child labour 
across countnes The model will enable 
us to trace the quantitative effects ol 
changes in specific social and eamomic 
policy variables on the employment of 
child labour. 

rhe first set of pairwise regressions deals 
only with each single explanatory vanable. 
Subiicquently, the relative individual 
explanatory powci of each of these causal 
factors are compared. Finally, a more 
complete econometric model with vanous 
combinations oi the explanatory vanables 
IS esiimatcd through multiple regression 
techniques in nrdei to determine the subset 
of explanatory vanables having Ihe 
strongest influence on the incidence of 
child labour 

Emi’ikk'ai Vuii ic'AnoN Om Thi. 

Dl IhKMINAMS Oh CHILD I^ABOOR 

ONP/ter capita: To test the hypothesis 
that higher the level of development as 
measured by GNP per capita, the lower 
IS tlic incidence ol child luhoiir (('L), wc 
postulate CL as a I unction ol GNP per 
capita (GNPC) 
log CL = a+b log GNPC 

where (T. = percentage of economically 

active children (10-14 years 
ol age), 1995 

GNir = CiNPporcapitainll.S1.,IW3 

a = the constant term 

b = the coctficicnt to be 

estimated 

By applying ordinary least squares 
icgiession icchniqucs to mid-199()s figures 
lot 72 developing and two industrialised 
countnes, we obtained the following 
parainctcrestimates foi the equation above: 
log CL = 3 24 - 077 log GNPC 

(9 6) (-6 6) 

Adj R' = 0.37. dcgices ol freedom = 71 

Estimates of parameters ol both the 
constant term and GNP per capita arc 
significant at the 1 per cent sigmticance 
level This result suggests that a one 
percentage point incicasc itiGNP pcrcapita 
translated into 0 77 per cent decline in the 
employment rate of children. The figures 
in parenthesis represent the T ratio. 
Coelficients are significant if the T ratio 
IS above 1 96 

Hie cros.s-countiy dilterenccs in GNP 
pci capita explain only '7 per cent of 
variation in child labour worldwide 
suggesting that GNP per capita is a major 
hut not the only explanatory variable. 
However, conclusions drawn from the 
lesulis ol a semi-log regiession of this 
leialiunship was that cniss-country dii- 
terenccs in log GDP per capita accounted 
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f('r KU poi sent ol the vanability in child 
cinploymciu worldwule [Kruger 1997) 

Poverty To test llic hypothesis that Ihe 
incidence ol child labour is povoriy-drivcn. 
wc postulate child labour (Cl.) :ls a I unction 
ol the percentage ot population below the 
poverty line (PBPL). Incidence of poverty 
(PBPL) IS peril ntage of the population or 
households with income (oi expenditure) 
below poverty line or standard in the ycai 
closest to 1995 for which data is available 
lor the country. 

By applying ordinary least square 
legrcssion techniques applied to data foi 
81 (79 developing and two industrialised) 
countries, we obtained the following 
parameter estimates 
CL = 5 44 + {).()7 PBPL 
(16) (4 7) 

Adj = 0 21; degn'cs of freedom = 79 
Estimates of the parameters of poverty are 
significant at the I per cent significance 
level while the constant term is significant 
at 10 per cent level ol significance 

llic cross-country diilerencesinpoverty 
explain only 21 per lent of vanution in 
child labour worldwide questioning the 


asseitionthat (Hivcity is the most miportani 
or the inajoi lactor foi the peisistencc of 
child labour 

This result, ol course, suggests that one 
percentage point leduction in poverty will 
reduce the employment ol children by 
0 32 peiientage points. Our estimates 
predict that about 5.S per cent ol the 
children would .still be working even il 
poverty was totally eliminated (Figuic 2), 
once again implying that poverty is only 
one of the many explanatory factors foi 
child labour 

Imomeinetfliahtv Totestthehv(M>ihcs » 
that the greatei the inequality in the 
distribution ol income (measured by the 
‘Gini coctticieni’). (he higher is the 
incidence ol ihdd labour, wc postulate 
child labour iC'Dasafunctionofthc 'Gini 
coefficient' (GINI). 

Gmi ciK'tlicienI (GINI) is the measure 
of inequality m the distribution of incomes 
Ol expenditures at the personal oi 
hviuschold level reflecting national orrutal 
situations depending on the ly pc of national 
data asailahility Its value vaircs I mm 0 
(perfectequality)to I (perfectmequalitv) 


The data relates to the year closest to I99:i 
lot which the estimate was available. 

Ordinal v least square regressiol! 
iciliniques applied to data loi 53 (S'; 
divclopiiig and two indiistiialiscd' 
countries, gave us the lollowmg paramete 
estiinaies 

log (T.1 52 (■ 1 24 log GINI 
(5.0) (16) 

Adj R- = 0 03, degrees ol trecdom = S' 
The I'stiinatcs ol p.'uaineters of GINI am 
the constant term aic signifu ant at the )( 
per cent and I |x*i cent level ot signi 
licancc, ie.spcctively 
Our results indicate that cross-countr; 
diffemnces in income inequality alone doe. 
not explain loi much ol the variations it 
child lalviui worldwide The sign of tiu 
coetricienllormconie iiie>|uality is poiiitist 
(l-igiiic 3) iiidicatiiig Ihe ixissihihty o 
reducing child laixtur by redui ing mconu 
inequality 

S(lutolftirolnunt Totcsllhehypothcsi! 
that higher the i ate ot enrolmciii ol childiet 
in schixils, (he lower is the einploynicn 
ol child laboiii. we postulate child lahuu 
(CL) as a tunction ot the percentage o‘| 
piiniary age gioup enroltneiii late ii.; 
education (FLNR) 

Drdiiiery least .square legrcssioi' 
techniques .tpplied to data tor 67 ((vj 
developing ,incl three imlustiiali.scd { 
count) les, gave us (he lollowmg paramute I* 
estimates f 

CL 52 26 - 0 38 I’liNR 
t9 7) (6 5) 

Adj R* = 0 38, dc'grccs of freedom *= 6f 
Hsiimutes ot ilic pat amctc'i of schixd cnml 
ment and Ihe constant term aie sigtiifican I 
at the I per cent level of signdicancc. | 
The cioss-countiy dific icnces in schoo* 
eniidment t.itcs explain lor 38 per cent o^ 
(he vaiiations in child luboui worldwidel 
'Ihis finding once again confirms thaj 
schtHil emolmcnl is only one ot .severa. 
explanatory tactius loi child laboiii 
Furthermore, the unexpeued'j lowe 
cxplaiuitorv powei could he attiibutcd ti. 
children combining work with education!' 
The rtdationship is believed to be hhirrci' 
as some chddien uoik to finance thei' 
education The credihdtiy of some of Ih ’ 
olfictally supplied school cnrolmet) 
statistics have also been i|tics(ioncd [Th 
Eionomist, 1996, Kiiigct 1997] 

Our model pnxiicts that child labuu, 
c ou Id he totally abolished il all the c hi Idi e 
could lx? enrolled m schools (Figure 4) • 
Ourcstiinates indicate that one percentag 
point increase in the sclKxd cniolment rat 
will lediice the incidence ol child labou,' 
by 0 38 |x:icenlagc pomis 
Adult hteiuiy 'lo test the hypothcsi 
that highei the rate ot adull literacy, th ' 
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lower IS the enipluynietK ot child labour, 
wcpostulate child labourlC'Dasaluiiciion 
of the percentage aduli lilctacy (I ITAD) 
By applying ordinaiy least squares 
regression techniques to data foi 61 rtiO 
developing and three iiidusinalised) 
countries, we obtained the following 
paranietei estimates 
Cl = 47 76 0 4-1 I H AD 

tllV)) (8 11) 

Adj R* - 1 ) SI, degiees ol tieedoin - 62 
Estimates of paiameteis of Inilh adult 
literacy rate and the constant teim aie 
signilicaiu at the I per cent level ol 
sigiiiticaiice 

llie cioss-couniry ddlemnces in adult 
literacy lates esplain loi mine than half 
of the saiiatioiv in the employment ol 
child labour worIJw ide I'heiesull suggests 
tliai one peicemage point increase in adult 
htciacy would reduce i hiUI laboui by 0 4S 
percentage points (f-iguie Si 

hcmii'i tiU'uit V Tr) test the hypothesis 
that higher the lale of lemale literacy, 
lowei IS the employment ot child labour, 
we postulate child laboui l('L).isuluiiclion 
ol the peicentage < * adult teinalu literacy 
(LITHM) (iidinary lea'.tsqiiaa'sregn'ssion 


(echni(|ues applied to data fot 63 (60 
developing and three industrialised) 
counttius gave us the following parameter 
estimates 

CL -- 40 72 - 0 39 LITFM 
(13 48) (8 03) 

Ad| - 0 .SO, degiees of freedom = 62 
Fsd mates ol paiametcrs ol both female 
liteiacy and (he constant term arc 
signilicant at the I per cent level ot 
sigmluaiice 

file cross-country differences m female 
literacy expl.un lor one-half of the variation 


in child labour worldwide As in the case 
ot adult literacy, one percentage point 
increase in female literacy would reduce 
child labour by halt a percentage point 
(Figure 6) 

Aconipanson of the msultsof regression 
tor adult illiteracy overall and female 
illiteracy, clearly shows that for a given 
reduction in the illiteracy rate, reduction 
m female illiteracy will mducc child labour 
to a greater extent as compared to that 
I esulting from adduction in adult illiteracy 
by the same amount (Figure 7) 

St/uf utnil factor To test the hypothesis 
(hat higher the .shaie of dgiicultuie's 
contribution to CiDF. the higher is the 
incidence oi child lahout we postulate 
child laboui (CL) as a tunction of the 
peicentage contribution ol agriculture to 
(JDP (STR), By applying ordinaiy least 
sqiiaros n'gicsMoii techniques to dala I'm 
71 (69 developing and two indu.striulised) 
ciiuntiies, we oblaiiied the lollowing 
pai.uiicler estimates 
CL = 2 LS •- ()().S .S I R 
(0 86) (7 9) 

All) K' = 0 47, degiees of lieedom = W 
l■.sllmales of the pal ameleri )l the sliiic tuial 
vaiiahle me signilicant ;ii the I pei ccr.t 
level 

'I Ills lesult suggests that a one |K“iccniage 
point decline in the shaic ol agiicultuie's 
c oiuribuiioii (o t iDP w mild lead to adecline 
in i hild laliour hy U f>5 percentage points 

The cioss-eountry dilleiences in the 
vhmc of agiiiulture's contrihutioii to 
(iI)P explain tot neuily SO |>or leiit ot 
the vaiiation m child labour woildwide 
(I'lguic 8) 

/lewiogra/i/iK jattor To lest Ihe 
hypothesis that higher (he piopoition ot 
ihildien in ihe population, higher the 
incidence ol child laboui, we postulate 
child labour (CL) as a function of the 
(icTcenlugu ol population below IS years 
ol age iPHNR). Ordinary least squares 
legressioii techniques applied lo data for 
69 (67 developing and two industrialused) 
coutiines gave us the lollowing estimaie.s 


(VdSV-CoeMKY VAKIVnONMN iin HmCIOVMIM (M Cimol AHIMIK (OH'INIXNI VakiamiiI 
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lnde|)( iidciit 

lypeol 
Kegiession 
Model' 

roeflicient'' 

Explanatuiy Powei 
lAd|usled R~) 
(Pei CenO 

Ranking 

Adult literaiy 

lineal 

)4S 

SI 

._ 
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0 3‘l 

SO 

2 

Shaie ot agnciilt'iru in fiDH linear 

0 6S 

47 

3 

.Siluiol enrolineni 

linear 

0 IS 

.ts 

4 

r>NI' pci capita 

log 

0 77 

17 

5 

I’euentage ol childica 

m the populaliun log 

4SI 

tl 

6 

1 * 0 X 1 rty 

hneui 

0 12 

21 
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ii Die iiK'liicients estimated in a lug model an* the elasticities 
b All ihc Locflirients an* signiriient at llic I per cent level ot significance 
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log Cl. = fiOl + 4H1 log DhM 
t-SOi (SK) 

Aili R‘ = (133. dcga'fs ol Irecdom •= 67 
l■.s||matcs ol pjianioU-rs of both eonsidnl 
leTtn and peMCOiuage- ol population below 
15 yiMis are signtluunl at the I per cent 
level ot significance 
llic above result siigge’Ms that a one 
peiccntage point icduetion in the 
pcicentage ot p< j ulation below 15 years 
implies dial child labour de'clines by 4 I 
percentage points (Figure 9). The eross- 
eountry diflcrcnccs in the proportion ot 
children (under IS yi'ars ot age) in the 
population explain ioi 33 per cent ol the 
variation in child labom worldwide 
The results ol the paiiwtse regression 
are summed up in Table I It is evident 
that adult literacy, share ot agriculture in 
GDP. schcHTl enrolment rates, GNP per 
capita and deinogiapluc lactois aie the 
most powerluldctenniiiantsof child labour 
(as judged by the values of adpisicd R*) 
Contrary to expectations, povetty is the 
least powcitui (adjusted value being 
21 per cent) of the seven detcrmiiiants 
empirically tested for their intiucnce on 
ehi'd labour 


M> 1 Ill'll R|(!RL.S.SI0N 
CAni'RINC.lNIIl'INII OI-Al,l C'AI'SAI 
Fa< lORS IN A .SiNOI I- R( ONOMI lUU 

Mom I 

Having looked at the paitial ellects ol 
individual explanaioiv variables on the 
employment of cliild lalxiur scpaiately 
thiough pan wise iegies.su)n, the following 
multiple regresss m mix lels wcic postulated 
to examine the quantitative elleci of a 
change in spec it ic policy variables on the 
employment of ^l-ild labour aticr taking 
into acLOunt (In influence of other 
explanatory v ariabics 
Otdinarv least squares regn ssion 
techniques applied to figures liom 38 
countries for which data was available, we 
obtained the following paramcler 
estimates 

log CL r -0 'il + I 77 log DF.M 
I-0 41 (16) 

+1 55 'ogGINI-0.33logPBF»L 
(?6) ( 15) 

0 27 log GNPC 
(-1 2 ) 

t 0 74 log STR 
(2 0 ) 


Ad| R- = 0.65: degrees of fiecdoni = 36 i 
The variations in the explanatory vanables 
GNP pel capita, income inequality, 
(H‘i«.eiiiageol population below the poverty 
line peuentage ot childien in the 
po|iiilation and sliare ol agriculture m GDP 
explain 65 pei cent ol variation m child 
labout among developing countnes 
Onlv the estimates ol the paiamcters of 
invomeineqiialitv -indsluieoi agriculture 
111 GDP aic signifivaiit at the I pci cent 
and 5 pei cent levels ol significance, 
res|K:clivclv 

Allet acvouiHing toi oiIk'i laclors that 
inlliiiiice child lalnuiMi i an he concluded 
that economies with veiy uneiiual income 
distribution and with high dependence on 
agricultuie liave liieliei rales >11 employ¬ 
ment ol child laboui 
To tins inmlel addition ol the educational 
vat lable. i c. the |)eicentage of piimary age 
gioiipenrolinent late in educ.'ilio'i (PfiNR), 
did not ineiease the c'X|il.inatoi> power Of 
the model Moieovei the estimate of (he 
parametei ot PLNR was noi statistically 
signiluani As before only income 
inequality and strueiiiie ol the economy 
were the only two signilicani variables 
Die ordinary least squuies tegression 
pioduced the tollowing osiimate 
log f'l, - o 12 -i 1 22 log in-.M 
(tidl) (lOl 
4- 1 43 log GINI 
(24i 

-t) 31 log PHPl. ()2‘) GN1»C+ 
I I 3i , ID 

0 78 log S3 k I) 04 log i»KNR 
t? ll 1 •<) I) 

Ad| R* - 0 65 degiees ol tieedom - 33 
Olhi’> model' empincully tested had 
included adult illiteiucy and female 
illiteihcv insie.id of the school entolment 
late but this did iioi vhuiigc the si.iti.slical 
tindmgs except that mchision ot adult 
illiteracy in the multiple regression model 
resulted in the cmdlinent ot GNP per 
capita becoming signiricaiil at the Kipcr 
ccntlevciol signiticance 3'lieexplanatory 
powci of both the models wcie slightly 
leduccd with ad)ustcd R“ values ol 0 63 
when adult illitei.icy and lemale illiteracy 
were added. 

It can then tic detimtelv concluded that 
attci accounting lortheotliei factors which 
inlliicnce child lahoiir economies witli 
unequal income distribution and with liigh 
reli.iiice on agriculture have highei employ¬ 
ment lates ol child labom 

IlMU'liSCIM, HII.MIMSOI .SlK lAl AM» 
lu ONllMIl Pot U Y FraMI WORK 

Having idenlitied tlie set ol factors 
influencing child l.dxmr a hiict analysis 
is made c'l the policies ,ind siiaiegies 
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poverty is a minor explanatory factor for 
child labour and it is only one of the many 
but cleat ly the least important reason why 
chi Idren work Wc have already noted that 
poverty is the least powertul out ot seven 
explanatory vaiiables ot child labour 
('ruble 1 1 Indeed, Kerala state in India, 
though piKir, has virtually abolished child 
luboiii fILO IW6a| Out multipk regres- 
Mon results ileatiy sh(>w that poverty is 
not even a signitieant reason tor child 
luDour when I he inllueiice of othei 
explanatory factors toi child labour are 
simultaneously taken into account 
Despite Its relatively lowest significance 
in inllucnciiig the employment o1 child 


requited to bring about changes in the 
vatiable.s whiih will individually and 
colK'ctively act towarils the elimination of 
child lahoiii 

7 owaiili a tapuiand si<stnim'dv< tminnu 
ifrowth An iiivcise retaiion.ship between 
GNP pel capita and the incidence of child 
laboui comes out powerfully (Figure I) 
'Hierelore, it is quite i Iv'urthat child Lihoin 
reduc tion depends on economic giowtii as 
piea.suredby the growth in per capita GM* 
It eeononiii growth o essential lor com¬ 
bating child labour, it o impoitant to ideiiit 
Iv the preconditions loi growth, i e. polii les 
which stimulate growth The reality isthal 
tor many eoiiiiti les, icstoi alion ol high ,uid 
sustained giowih remains elusive 

A commonly held view on the ■pre¬ 
conditions' or ‘consii,tints to growth 
which hius now emerged is summarised 
below 11IX) I‘)%b l‘)‘'7a I')y7i| A high 
rate ol inve.stniciit and ellicient use ot 
capital which has I ven .i majordetci miiunt 
of the east .Vsksii economic inimclc is the 
hist majoi nimimumi omlilion lot giowth 
Fcuiiomtc policies will have (o eni oiiiace 
high domestic sav mgs and pi ovule stnuig 
and stable tni.entives 'o both local and 
Uiteiun inv'estois A liigh level ot invest 
inent m human capital I onnation is cnicial 
Tins has to be ,u conipanied by the Cl canon 
ot laboui maiket insiiiuiions and gixid 
quality naming 1 .iigeled programmes loi 
special gioiips (womcii, the pmir and llie 
wot king c tiddieni would also he essential 
Othci minmium coiidtlions loi sustained 
ei onotnic gi owth requi i e mac lO-cx. oiiomic 
stability iLontioliing mll.ttion, fiscal and 
exiernai b.ilance, dehi service manage- 
ineiil i,ade<|'ialely ‘uiiLiioningiiisiiluluwial 
tramewoif (legal 'sstcin. tiiiuneial 
inslituiioiis ,md public aciinmisir,iiii>iii, 
pohlK .il and siK lal siahiliiy <ind lecogniiion 
ol the lealilies ot glob.ili ,a'Kn in seetoial 
policie > 

dfhwikinp I'lom the 

empiiKv! )!n'eslig,iiioiis it is c'eai that 
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labour, pn^nmmes for poverty alleviation 
should renuiin at par with other social and 
economic fiolicies which have a much 
greater influence on the incidence of child 
labour. Poverty alleviation would occupy 
an important place in the policy package 
deployed to combat child labour since 
poverty still explains lor over one-fifth ol 
the cro.ss-country variations in the 
incidence of child labour. 

Reducing inequalitv. We have noted 
that policies which reduce inequality could 
also reduce child labour. However, this is 
not an easy ta.sk as inequality in develop¬ 
ing countries has changed little over time 
{TheEconomist 1996) Howevermestaken 
redistributive policies (eg, compuKsory 
redistribution of land and high marginal 
tax rates on the rich) could hurt growth 
The beneftts of a more equal distnbution 
ol land could also be reaped gradually 
through inheritance tuxes and pn)gres.sive 
tuxes ol lural incomes to finance pro¬ 
grammes targeted on rural poor and their 
tamilies flLO I99bc| A .small farm-based 
development stiategy would reduce 
inequality without sacniicing output and 
employment pel unitol land (11.0 I9')6c| 

Diiuhlc dividendfrom hasu t diicaron 
It IS tar mote advantageous to concentrate 
on policies such as itiiprosing access to 
education, which not only reduces 
inequality bul also boosts growth in the 
long nin (through the creation ot human 
capital as demonstrated by (he east Asian 
ex[)etiencc). diicctly reduces child labour 
immcdiaielv i through current high school 
enrulmcnti and in the long run (thiough 
decisions on tertiliiy and childien’s 
education as i*ducated adults) Furthci- 
inoie the negative relationship between 
adult literacy and child labour clearly 
demonstrates (hut scluHvling beats double 
dividend as it helps leduce child labour 
both in the sIkki and long runs Our results 
also show (hat educational |x>hcics which 
c oiisciously target the c nrolmcnt ol women 
will make a latgcrcontiibution to reducing 
child labour as compared to promoting 
eniolment of both men and women in 
general (Figure 7) 

it isuLso quite cleat thst fat more invest- 
nient in education is needed Ui combat 
child labour and the state must play a 
loading lolo The Iikus should not he 
eontined to |ust education of childieii 
Si mu Itaneowsly, emphasis has to he placed 
on adult htei acy piogrammes ifchild labour 
us to be axiuced num' rapidly 

A balanced growth path' Out results 
indicate that a shift in the .structuie ol the 
economy from principally an agrarian 
economy to a non-agncultural <mc would 
reduce child labour, lintortunately, only 


a few countnes outside east and south-east 
Asia haveexpcnenced strong and sustained 
growth in manufactunng over the pa.st two 
decades (ILO i996c]. Moreover, from the 
policy perspective, it would be wrong to 
a.ssume that a choice has to be made 
between the modem sector development 
and rural and intormal sector growth 
It IS argued that a balanced growth 
between sectors can be a mutually rein¬ 
forcing pioccss and is often believed to 
be an optimal strategy forequi table growth 
[ILO I996bl If other policy instroments 
are not deployed, child labour will not 
completely vanish even if (he share of 
agriculture to GDP drops to zem (Figure K), 
child labour would shift to (he urban 
inlormal sector. 

Demographu transition: It is clear that 
a high proportion of children in the 
population puts some immediate strain on 
measures (eg. increased schooling) to 
prevent the children from entering the 
labour market This demonstrates the 
dynamic interaction between (he incidente 
ot child labourand demographic variables 
Therefore, conliolhng population gniwth 
continues to be a major policy issue lor 
low income countries as this results in 
lowenng pet capita incomes as well as 
increasing the supply of child labour 

('unci l OINO Rl MARKS 

OpriMiSM Di snrF iHi-. Lom.-Ti-rm 
C' llAt I I.NUF. 

An eiiipincal analysis ol the underlying 
causes ot child labour has shed con¬ 
siderable light on the policy approaches 
to be lollowed to bring an effective and 
lasting end to the employment of child 
labour. 

Debunking mvtiis: Contrary to expect¬ 
ations, our empirical results clearly con¬ 
firm that poverty is only a minoi expla¬ 
natory factor bi'hind the incidence ot child 
labour Puvertv ranked last among the 
seven deterinm.inls ol c hi Id labour in lei ms 
ot then lespcitivc explanatory power 
(Table I) 

Schtxil eniolnicnl is a majorexpliinutory 
factor but tins relation.ship is somewhat 
blurred as some children could combine 
woik with education and because ot the 
p«>ssibility of exaggerated official school 
enrolment statistic s and high school diop- 
out rates However, the negative relation¬ 
ship between school enrolment and child 
lahoui and bc'iw ecu adult literacy and clii Id 
labour conliims the double divident that 
can he reaped Imm tree compulsory uiii- 
vei sal pninui y education both in the shoit- 
and long-ieims 

Prinuuv of \liiutura! factors: After 
accounting lot the set of eight faitois 


which influence child labour, it can be 
concluded fiom our multiple regression 
lesults, that economics with very unequal 
income distribution and with a high 
dependence on agncultiire have highei 
latcs of employment of child labour. 

Room foropiimiMii. Fiom ourcmpiricid 
investigation.s it is cleai that )u.st as tittre 
IS no .single cau.se of child labour, there 
IS no 'ideal' or no single .standard or easy 
uiiiveisal policy presciiption tor the 
elimination ol child laboui However, il 
IS heaitcning to note that a much wider^ 
lange ot policy mcasuies than is usually 
expected, can be deployed simultaneously 
to combat child labour 

A combination ol a package of policies 
could make a significant cumulative’ 
contribution to (he peimaneiit reduction 
ol child labour Indeed out multiple regres¬ 
sion results clearly show thal thi variations 
III GNP per capita, .school eniolment. aduii 
literacy, income inequality, poveity. 
structural and demographic variables 
explain for 65 per cent of (he variations 
in child labour among developing 
countries 

Facing the challenge^ The quantitative > 
e.stima(es probably give the impre.ssion,* 
that the sitnultancous deployment ot the| 
above policy packages will have an 
overwhelming cumulative and lasting 
effectonchild labouricdiiction However, j 
the challenge arises fiom the fact that 
changes in the.se lactors which influence 
child labour may take several decades For 
instance, efforts to levive. stimulate and 
sustain economic growth in most part of 
developing and developcxl countries have 
not brouglitquick results .Structuial change ' 
III the coinposiiioti ot GDFol developing 
countnes is slow riicre are very few ' 
countnes outside ot east and south-east 
Asia that have experienced strong and 
Sustained giowth in manufacturing i; 
emplovmeni ovci the past two decades; 
[II O I990b| Similatly. income UK quality . 
in many developing countnes have 
changed little over time (llu Economnl ! 
19%) 

The above scenario may cieaic the j 
impicssion that the goal of (he total ' 
abolition ot child lahoui is beyond (he ' 
immediate leach ot most countnes .Some 
might even despair that this ohicctive ot 
the total elimination ol child bibour is of; 
limited use because it is too long run in 
chatacier Howcvei.thegoal<itchildlalxiur 
abolition is itscll a stioiig guiding pi mciplc 
111 policy decisions Economic develop¬ 
ment it.self IS a long-lei m and even bioader , 
obicclive, yet it is vvnlely accepted 'I here- . 
toie. being a long lenii objective dix’s not • 
mean that (he obfectivc ot the abolition 


I)i2l 


Economic and Political Weekly July 3. 1999 



of child labour, like that of promoting 
econotniL development, cannot be trans¬ 
lated into a senes of inicnm short-term 
objectives iixrusing on each of the deter¬ 
minants ol child labour .igainst which 
progress can be measured 
Concretely, it can be said that progress 
towards the icduition in child laboui is 
being made if then' is a i e vi val ol .sustained 
economic growth, the pattern of growth 
IS mure cgalitanan. the iiUKlem .sector is 
expanding rapidly. compulsory schtxiling. 
paniculaily ol women is universal, adult 
iiterai-y programmes have been launched, 
population policies aie taking cl feci and 
the proportion of population living below 
the poverty line is on the decline 
Arc UK to-ciunomif fKtluics enoufth'^ 
Since the alnwc stx io-econoniic policies 
will only hear results in the long term, 
them IS a need lor rcinloicing thc.se broad 
measures by additional action directly 
targeting wotkingchildren as isbeiiigdone, 
for in.stancc, by the ILO's International 
Programme on the Hliminalion ol Child 
Labour (IPW') '* Legislation and enforce¬ 
ment of child labour laws also have an 
important nilc but ciiforceincni beyond 
the formal sector, wheic the vast majority 
ol the working children arc to he toimd. 
is often impractical and costly IX'.spite 
theirlong-tcrmsignificance,it iscleai that 
the socio-economic policies arc key to the 
permancnl and global solution lo the 
problem of child labour, simply because 
ol then significant cconomywtde intlu- 
cncc on the root causes of child laboui 
The pajier points to coitain strategies iui 
combining the policy mcasiites tor the 
elimination ol child l.ihour which hears 
a rcinaikahle leseinhlance lo the policy 
package piesi rihed lor tlic promotion of 
lull employiueni and stKluinablelivelihiKxJ 
ilLO IW6I). 1997a. 1997c 1. 

Finally, it can he said that a country's 
lull commiinienl to the total abolition ol 
child laboui should be judged not merely 
on the basis of olticial pronouncements 
but on whether the elidd labour objective 
IS consciously consiileied in the above 
outlined siHTial and economic policy iiame- 
woik hit instance, lo lealisc the conuiiit- 
nicnt made to the adojitioii ol time-bound 
prograninics ioi the elimination of child 
laboui at both the I9'J7 Anisteidain and 
Oslo iiUcinational cuiileienccs on child 
labour, pi ac tic ai .a'lion and standard setting 
will have to he comhiiicd with policic-s 
which addiess the itsit causes ol child 
laboui as ulentilied hy this .study 
Tlic fiolicy puck:igi‘ suggested in this 
pa|>cr olti'is a veiy Uioughl piovoking, 
inoie Ktilisdc anil sobming view ol the 
challenges laced in the genuine .succcns 


of time-bound programmes for the 
elimination of child labour. Unless the 
findingsofthis study arc taken into account, 
there is a real risk pi policy-making being 
dominated by hasty, ad hoc. often ncgati ve 
<c g. trade sanctions) short-term responses 
to dealing vciili a phenomenon which akso 
requires .suhsiantial action on core cssues 
having a cieai long-term .significance 

Notes 

{The auihoi i<> grateful to Loszlo Zsuldas 
whii pruvided \aiuahle .issisiaiice in the eco- 
nonieUic wint and in llic construclion of the 
graphical ligiircs rtie views expressed in ihiv 
paper air thnsr of ihe author in his peisoikd 
lapacit) amt dues not ncccssaiily ivflcct those ol 
the uiganis.111011 to which he twlongs | 

1 (Jint I oellli teiii has a nuinencal value belwcen 
/CIO ,uid onr /ero indicates perfeci a)unlii>, 
w hilc a SI ore ol one implies obsululc inequality 
isilh tin ecaiiiple one luiusehold getting a 
ioiinlr)''> enlia income 

2 Hniolineiit may cxii'ed 100 |>ei ceiii he. ause 
Lliddmn fnmi outside ihe age-group < oneerned 
may he .ittendmg as well 

I Di-vciopiiicnl eeonoiniMs are oilen dis,ippnintcd 
simpiv Ixxaust. they ate umgctiiial optimists 
Chiod plans aic oilen liuslialcd hv those isho 
iKsiipy stiaU'gK posilions 
4 SiHh mcasiiies include ctatisiiL.il suivcys on 
ihild l.ih<iiii diiril aelion aimed .il ehildicn/ 
patents, .iwanmess raising advoraev and 
srnsilisalion ul the civil socieiy inslilutional 
and (xtliiy development 
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Urea Import by China and Its Implications for India 

Saigay Kumar 

India and China have been major importers of urea in the recent times. China has embarked on attaining 
self-si^iciency in urea production. They consider this .strategy crucial for attaining self-sufficiency in grain 
production. This is also pan of their moderniuition plan of the domestu fertiliser industry This article 
{which is a sequel to another special article puhli.shed in January 9, 1999 issue of the EPW entitled ‘New 
Fertiliser Policy: A Practical Approach’i .studies the Chinese policy and its implications for the policy of 
India on expanding the domestic production i apacity. The paper calls for a rational upproai h to the issue 
oj dome.stic production after taking a con.sideied view on the various a.spects related to it. 


1 

SINCE late 1970s. both China and India 
have emerged as dominant forces in the 
world fertiliser markei Between 1978-79 
and 1984-85. they together accounted tor 
50 to 55 per cent of growth in the woild 
consumption and impoiis of fertilisers, 
and nearl) one-third ot growth in the woi Id 
fcrtiliserproduclion IiidiaandChinahavc 
been majot importers ot urea But the 
imports ot urea to the two countries have 
fluctuated considerably from year to year 
In lecent years, the two countnes together 
have accounted tor more than one-third 
ol the world imports ol ua'a Fluctuations 
in the iiiipons have largely been due to 
varying rainfall in the two countries, as 
both the countnes still largely depend on 
the nuns for the irngation Political factors, 
like statal fixing of die prices ol various 
fertilisets, have also contributed to skews 
III demand of urea in the two countnes 
While the issue of ftanJ security to meet 
the food requirements tor the gniwing 
population has dictated the need to increase 
cnip production in both the countries, 
emotions ratherthan the objcciivcdccisiun- 
making in the two countnes have intlu 
cnced many decisions. Fhc long-tcnn goal 
ot self'sulliciency in supply through 
development of Jumcstic indu.stry has not 
icccived sutticient attention Fertiliser 
import policy has been governed, more 
often than not, by short-term and ad hoc 
considerations such as cleanng inventories, 
savings in foieign exchange, and such 
other institutional and infrastructural 
constraints | Stone and Desai 1989] This 
has had influence on lertiliscr pioduction 
in both the countnes Recently China has 
embarked upon a strategy ot achieving 
scif-sufricicncy in fertiliser production to 
attain food security, and replace .sonic of 
Its old plants of complex fertilisers with 
large-si£ed plants of urea This means that 
China would vacate a large demand ot 
import of urea from the international 
market A portent to this has been in 
evidence as the volume of fertiliser imports 
by China dunng the last two years went 


down consiitciably It is relevant in this 
context, thcieforc. to examine i.ssue.s which 
have implications lor a new oncntmion of 
fertiliser policy in India. This paper pio 
poses to examine, the strategy ot China 
foi .self-sufficiency in fertiliser; likely 
international Icrtiliseissupply-sccnano in 
foreseeable futuie, cfiect ol urea imports 
by China on India: and implications ot the 
above foi a new oricniation ot fertiliser 
policy in India. 

II 

World capacity lor the production ol 
urea in 1995 was 102 million mts This 
capacity is expected to rise to 130 million 
nits by the year 2(KX) But the world capacity 
has never becii lully utilised mainly due 
to reasons ot market Technical reasons 
have also been responsible for this In tact 
historically, the capacity utili.satinn ol the 
world urea industry has been at an average 
of 87 per cent Given the hisloncal back¬ 
ground. the actual production in 2(K)0 is 
likely to be around 114 million mts. ot 
this, the wot Id trade of ua-a would be 
around 26 million mts In fact, in the pa.si 
the domestic consumption has been only 
up to Ihice-quadeis of the woild (iioduc- 
tion The domestic con.sumption of the 
world production m 1996 was 74 percent, 
leaving a sigiiilicant 26 per cent lor 
international bade The oil cnsis ol 197(K 
and 1980s .saw a substantial growth in 
export-onentrd un'a capacity at low cost 
locations, llns new capacity was laigcly 
built in the Arab Gulf, the former Soviet 
Union (FSU) <.eiitral Euaipc. Indonesia, 
Maiay.sia. and C'aiibbcan Cult. All ihc.se 
locations have vast ic-scrvcs ol natural gas 
at low cost. 

International tiade ot urea as pneentage 
ol world production remained consistently 
between 25 to 28 from 1970s onwards 
Though earlv 199()s experienced a 
temporary fall in the trade following India's 
absence from the import market and 
China's reduction ol the imports, from 
1994 onwards there was a jump in the 
international tnule by over 6 per cent due 


to buoyant demand by India Anotherboost 
to international tiade came in 1995 when 
Chincseimportsexpandc'd by almost three- 
folds In absolute terms, it was imports 
I lose to 6 million mts. But the tra^ in 

1996 once again fell by 2 per cent, as there 
was fall in impoits both by India and 
China The falling ticnd in the uiea import 
demand continued even in 1997 and 1998. 
Tlie fall in demand dunng this year is 
likely to be around by 10 pci cent {World 
Fertilisct Review. FERTECON. July 
1998) Tins fall in import demand is largely 
due to lowci imports by India and China. 

India and China together imported 
close to 40per ccni ol the world trade in 
1995 This went down to 9 pei eeni dunng 
1998 China impurtedclo.setoonc million 
mt during 1998, compared to 3 4 million 
mis in 1997 and 6 4 million mts in 1996 
India, on the other hand, imported 
between I 2 to I S million mts of urea 
dunng 1998-99 The prospect for total 
teniliscr demand in India and China in the 
(.oming years depends on many factors 
which arc nut only economic and political 
but also climatic, given the laiii dependency ; 
ol the hulk ol the agiicuiturc t 

f 

Iniirnaiionai Uki A Pku I I, 

laick ol any majoi business loi the [ 
cxport-oricnicd urea producing units in ! 
FSU. Gulf and othcis has kept the urea . 
prices very low dunng tlie past one and 
hall to two years Ureapricessince January : 

1997 have been at ll,S$9()-ltM)(FOB west 

Asia) This in the background that the urea 
puce during April 1995 to January 1996 
was clo.se to USJ 2(K)-25() (FOB) is cer¬ 
tainly debilitating for the ex|H)rt-onentcd 
units Table I givcsintcrnatioiialurcapncc 
(FOB) tor the pa.st 30 years , 

While (he intcinalional piicc of iiica has 
been a function ol demand and supply, no 
particulai easily apparent hehavioui ol 
pnee can he staled to he discernible 
NCAF.Riepon Iministiy loi linancc.GoI. i 
1995) has. howcvei. calculated the utea . 
piiee at constant dollar Tlie siiuly jioints • 
nut to a steady decline in tfie uilm pnees, ' 
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'which in a nia|or way is due (u changes 
in technology and technological in¬ 
novations Notwithstanding that, the 
present depressed international market of 
urea which is primarily due to tailing 
volumes oi international utea trade has 
raised some questions tor the policy¬ 
makers in India about the need to increase 
the domestic pi txluciioii, particularly when 
India does not havccinnparati vc advantage 
in production of urea (Gol 1997; Saniay 
Kumar 1999] The above question is also 
relevant in context oi the desired level ot 
scit-sutticieiicy in the production ot uiea 
Since ma|or tall in international trade 
volumes has come due to withdrawal ot 
import demand by China, it is ciuiial to 
examine in detail the stiategy ot China tor 
ineicasing die doniesiic prixliiction. 

Ill 

Ovi Kvii w OI A(>kk i'i ii'Ri. in China 

While there has been rapid economic 
giowth in China, shaie ot agricultun; in 
the national economy has declined over 
the 1a.st tew years Agiiculturc's share in 
the national income declined tiom 41 per 
cent in 1970 to 29 pet cent in 1992. Tlie 
shareot agriculture in the national employ - 
ment also declined trom XI per cent to S9 
per cent in the same period. Slow growth 
latc in agriculture pniduction led to severe 
gram price spikes. Ihis decline in the 
growth ot giain production pjiticularly 
attcr early 1990s has causc'd a national Tcai 
lor gram dclicit in tutuio also All these 
have created concei ii f or the Chi na* s grain 
economy, both within and outside China 
Somcol the reasons foi the decline in load 
prixiuclion can he traced to iinremuneia- 
tive prices ot agiuultural pioducts 
(especially grains)- resumption ot the 
practice ot requiring laimers to sell gram 
to the state at hclow-maiket puces, low 
investnicni in agnculture and related 
mt rastiucture by tanners (they have tended 
to invc.sl m houses), outtlow ot labour 
tore e trom the cioppmg scctni, and increas¬ 
ing tragmcntaiion ot ihe landholding. 

China has already taken some mejsuies 
to irrest the dee line in the 1 <xhJ production 
Some ot ihese measuics among others 
have be‘en letammg collective ownership 
asaiundamcntal precept anddisliihution 
oi arable laiul among I arm households on 
the ha.sisot laimly si/c and the availability 
of lahoui [Bell et al I993| Some othe'r 
initiatives undeitakcn weie to improve 
agricultural lesearch .md extension, and 
encourage use of hal.inced lertilisei ap- 
pfieation. improveellu lemcy ot wate'rdis- 
Irihutioii and ii .le'ase imgation w-aier 
supplies icclaim and develop land to 
maintain cm icm .stocks ot .iiable and iriiga- 
ici) land and ineieMse the clticicney ol 


mull ipic cropping: and induce government 
intervention in the cereal and fertiliser 
sectors, and encourage market-determined 
pnees, open marketing and trade com¬ 
petition. 

While the i ssues relevant for the increas¬ 
ing food pnxiuction can be discus.scd in 
detail separately, the issues lelcvant tor 
tlie present examination of the questions 
rais^ in Section I arc discussed here 

Ft KI n ISI K pKODUmON AND 
C’oNSfMPTION IN CiUNA 

During Ihe tirsl year of the People’s 
Republic. China produced only h.(K)0 
tonnes of nutrients from manufactured 
tertilisiTs Rapid growth in domestic 
feitiliser pioduction wa.s wilnes.scd allei 
197X 1'he consumption ot clicmical 
tertili.sers tripled from 10.86 million mts 
in 1979 to 2K million mts in I99.‘> in 
muncii(tenii.s 'Hiepioductionol tcit:li.seis 
increased from lO 65 million mts to 25 72 
million Hits, growing at an average annual 
rate ot 6 per cent 

China ovci a periexl ha.s. therclore, 
become one of the largest producer and 
iisei ol i'ertilisci m the wot Id Its annual 
consumption ol 2X million mts in 1995 
accounted loi 22 per cent ol the world 
consumption, which in 1995 was about 
128 5 million mts The output of 25 7 
million mts in 1995 was 16 per cent ol 
the world production Despite such impres¬ 
sive pi oduci ion. China imported morclhan 
25 per cent ot its consumption, making 
It the largest leitihser importer in the world 
Large consumption ol tcmliscrshascontn- 
huied over the years in increasing the grain 
output two to thicclolds. and has also 
increased the output per hectare Single 
lactor icgression on chemical feitilcser 


consumption and grain production during 
I9S2 to I986 shows that the chemical 
feitiliscrinput correlated Imeariy with gram 
production in asignitlcanl positive manner, 
cociticient of correlation being 0.98 
[Findlay, Martin and Watson 1993], 
While the overall development ol the 
chemical lerttliser sector has been impres- 
si vc. complex fcmliscr has been larger in 
use in China than the straight fertilisers 
The share of ammonium bicarbonate in 
the N fertilisers production was more than 
that ol urea, being close to 50 per cent 
(Table 4). Shaie ol urea’s production in 
total N icitilisers was between 40-45 per 
cent. Other low analysis N fertiliscis, like 
ammonium sulphate, ammonium nitrate, 
ammonium chloride and aqua-ainmoiiia. 
shared the remaining portion C’hina's 
production ot P lertihsers mainly com- 
piKscd pnxluctionot .superphosphate, being 
(otheextentot 7()pt'i cent Amongdilfetcni 
K tertilisors, production ot Munaie ol 
Potash was almost thrce-quaiteis, and the 
balance being ol Sulphate ol Poticsh Based 
on agronomic requircmcnt.s, the ministry 
of agnculture had tormulated an optimal 
nutrient ratio for N. P and K (nitrogen/ 
phosphorus/ potassium) fcitilisei pto- 
duction as i (K) 0 42' 0 40 But the actual 
ratio III 1994 was I 0 0 27 008. These 
underscore lack ol high nuineiu fcitiliscr 
production, and may also rcticct m serious 
structural imbalance in production with 
lespect to optimal demand 
The above production pattern ol N 
fertili.scrs in China is due to historical 
leasons. China has 1,565 chemical fcrttiisci 
plants, of which 915 produce nilrogen 
icrtilisct (832 being small-scale), and '>39 
potash IcrtilLser plants (4(X)-5(X) being 
small) Pacloiy si/e ol these produclioii 
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units is very small. Ninety tour per cent 
of these factories contribute less than 
50 per cent of the total capacity The 
technological level ot these plants is vciy 
old ' Most ot them are of msOsand 1960s 
vintage Encigy consumption in these 
plants IS vei> high. The plants also suffer 
trom high |H>llutton. poor management 
quality, and excessive workforce - Since 
fertiliser production continues to be 
controlled, the production units do not get 
remunerative prices, which has been a 
constraint lor attiacting inve.stnient tor 
modernisation But recently, there has been 
a ateady rise in the uiea manulactuting 
During 1990-95, the urea manufacturing 
in the total N fertiliser produciion has 
gone up fnmi 15 pci cent to 43 per cent 
Table 4 shows dctai led composition of the 
N tertilcser production 
Fertiliser production facilities in China 
are managed by a system of decentrali.sed 
conirol in w'hich ilic state teeiitral). 
provincial .ind local govornnicnisowii and 
operate feiiiliser plants The state owns 
lar^e-scalc ammonia-uiea plants, ac- 
coiiniing for 15 per cent of the total 
Lapacily Tlie provitici.ilgoveinmeiitsown 
mostly nicdium-si/ed plants I'he local 
goveminenis own about 7(K) small-scale 
ammonium hicaiboiiate <AB('! plants, 
which Lonliihiite ahoiii hall of the .supply 
of the niliogeiHuis teitili.sers 
At present China has a threc-ticred 
piicing sliuctuie' (a) the state-set prices 
foi those leitilisers, which aic ptoduced 
bv plants whose investment is from thc 
central governnieiil. (hi locally set piiics 
lot the products, w Inch ate f rom the plants 
built with piovincial or local govemnient 
investments, and (c) inaiket price 
Maikcl fortes dcternnne the price ot 
ABC 'rheniedium-si/cd plants have limi¬ 
ted tieedoni in dctcmimmg pncc. About 
hall ot then prcvluce is sold through free 
iiiaiket and the other half is taken by the 
province at a fixed pace The state contiols 
the ptice of the fertilisers pKxluced in the 
statc-amtiolled lactones Foi these, factory 
pnee IS determined on the bases ot civst 
ot production They aic obliged to sell !>5 
to 90 pel cent of then production to the 
stales, but the lactones lan sell 10 to 15 
per cent ot then piiKluciion in the open 
market Suppliuis must .sell a fixed amount 
of tenilisei atbclow-nijiketpncestoagn- 
culture matenal companies to ensure that 
larm produce purchase quotas are met By 
providing subsidised inputs tor giaiii 
production, the stale procures state 
coniraetcd gram at lower paces to meet 
the needs ot the urban population The 
goveiiinieni-set pnee ol domestic leitiliser 
IS lower than the world maikct price. Tlic 


state restricts profit margins to 10 per cent. 
Hence, many fiims are dissalisficd, and 
a considerable amount of fertiliser leaks 
through the back door to be traded at free 
market paces In tact, brokers and othei 
middlemen seek to protit from sales of low- 
cost tixcd-piKe Icmliscr at market prices 
While the government has taken .some 
initiatives to tiicieasc the balanced use oi 
fertilisers lo ineicase the food production, 
need to hi'come selt-sufTicicnt in N and 
P fertilisers has been one of the guiding 
policy tor production of fcitiliseis. ’I'he 
minisuy of chemical industry intends to 
incn'asc* lenili.ser production capacity to 
35 million mis per annum during the Ninth 
five-year Plan period (1996-2000) 
Production objectives by the ycai 2000 
are self-sultic'icncy in nitrogen fcadisei. 
85-90 per cciii sell-.sutficiency in phos- 
phale, and one million tonnes ol potu.sli 
Consiruciion ol tciliii.scr projects remains 
the industry's (op prioaty lor the next five 
years The liope is that by 2000, imports 
of phosphates will be no more tliun 10 lo 
15 per eem of the requirements, and that 
Iheie will not K' any need lo inipoit N 
leitilisers The domestic prixluction ol 
nitrogen is to sliili troiii the low analysis 
aminoniuiii bicarbonate lo straight 
leriiltsei s. urea hiiiphusis is also on .setting 
up large scale plunt.s. i'hese plants will be 
given raw inatenals and eneigy at low 
puces I'he.se policies aa' aimed at a badly 
needed change m the structure ol the 
leitiliser industry, to make it more elf icicnt 
and modcMn An intusion ol concepts oi 
strategic and invcstmen' planning, 
opeiational oiganisation and maiiagciiieni 
would be coic lo this nuKlcrnKsation plan 
lor Ihc Chinese lertiliscr indastry For the 
puiposc the ministry is renovating three 
iaige temlisei plants in Sichuan, McIkm. 
and Liaoning. con.struciing new nitrogen 


fertiliser plants in Xinjiang and Haiiian. | 
setting up phosphate fertiliser plants in 
Yunnan and Gui/hou; and establishing a 
potash teriilisei pbrnl m Qinghai. The 
policy IS to encourage the production of 
high analysis lertih.sers. and limit the 
pmduction ol low analysis leitilisers such 
as ,M’.C The .stati.stics so tar has revealed 
some progress towards it. but it needs to 
be seen il that can lie leitiied sulTicient. 
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IDFA l‘W7|. One of the reasons for the 
slow pi ogress has been that focal aulho* 
rities that ore conccimnl with fertiliser 
supply in remote areas prcfei supporting 
small (and inetricient) local AliC plants 
rather than lely on supplies liom more: 
distant souices Another reason is the 
relatively high pncesol urea in thedom&stic 
market This makes AB(' pioduetioii 
eompetitive 

The 65ili 1I‘A Report states that seven 
large scale.imnionu-iiieaconiplcxesweie 
due to start in 1995, 1996 or 1997 llnee 
mote plants are scheduled to he 
commissioned during l999-2(K)I.The list 
of these plants can be seen in Table 5 

China IS alsoconstnicting live medium- 
scalccoal-based plaiils.indonc luigc-scale 
coal-based plants making use ol the vast 
reservesot coal It h.is * I’heseurea projects 
on coal aie expected to be completed 
atound 2(K)2 They aie given in Table 6 

huither. since China does not have 
sullicient K'serves ol natural gas. there 
have been some initiatives to hung gas 
thiough pipeline Inmi Kazakhstan An 
agreement to that ellect worth LlS1> 9 S 
billion has been leaehed between China 
and Kazakhstan (77ie I-commust, October 
II, |997t With this agreement, gas will 
be transported tioiii south west ol 
Kazakhstan to Xinjiang piovince thiough 
3,000 km pipeline This agreement will 
greatly boost the Chinese elloii ol setting 
up large-scale leitihsei plants on naiural 
gas Since Kazakhstan is considered bv 
many to be u potential ml giaiu. containing 
upto2(K)billion biuielsoloil.indenornunis 
quaiiliticsol gas.thepiospectol achieving 
the sell-sutluiency in iiiliogeiious Iciti- 
lisei IiHiks jcliievahle kJiven the above 
scenario, an attempt is made here to calcula¬ 
te demand/supply balances toi the 
nitrogeiKiuslertihsers lot theloimngthree 
yeais (Table 7) 

Shortage ol leriiliser supply can be a 
limilifig factor tor piojecled grain pio- 
duction An estimate that ('hmu may need 
to import grains between 2(KJ and 369 
million nits by 20 M) AD can be almost be 
doom’s pic diction, and so needs to he 
avoided [I esiei Blown. World Watch 
Institute 19951 China has taken necessary 
care to a\ oid a situation w'hen lactoi s such 
as leitiliscr supply alicct the gtain 
pmductioii 111 the past also, China has 
been successbil in ensuring ihal nothing 
impeded the use of .ivailahle aggiegaie 
supplies ol Icitilisci i'his is a testament 
to the I inpoi tanc e attac bed to i upid gni wth 
ol fcttihsei use and the number ot national 
objectives ii .serve' in the Chinese stiaiegy 
tor des'ch'pmcnl and suivival In a pool 
and populous country where aiable land 
pei capita aie tar U'low than that ot even 
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India, it is crucial that development of 
terltli.ser use is the cornentone of the 
lundamcntal strategy tor agriculture 

IV 

India has bven a major importer of urea 
to bridge the gap between demand and 
domestic supply Table 8 gives the ‘gap’ 
between consumption and production and 
import as pc'icentage of gap lor the jienod 
1987 to l‘»98 

From Table 8 il is clear that the level 
ni import depended mainly on the 
anticipated gap between consumption and 
dtimestic pioduciion and the level ot 
invcntoiy at the beginning ot the year It 
may he seen that the gap ol N reduced to 
0 91 million nits during 1997-98 trom 
1 71 million mtsduring the previous yeai 
Tins was mainly due to lelativc increa.se 
in picidiiction Ircmi 8 59 million mts in 

1996- 97 to 1008 million mts in 199’’-98 
coinpai ed to increase in consumption Inim 
It) t million mis to 10 99 million mis 
during the same period I’hc imports dunng 
1998-99 have however, plummeted to an 
all-lime low During this year the imports 
were up|>roxim.(tely 8 lakh tonnes, lowei 
than the initial estimate ol 10 lakh tonnes 
Such low imports were due to ephanc’ed 
output by ihed()me.stie industry on account 
ol new capac ities coming on stream during 
this year t'lea prices during this peiiod 
went down Table 9 gives FOB prices ol 
urea from 1996 to 1998 (quartciwise) 

Urea pi ices slipped considerably during 

1997- 98 Absence of any major biwei 
torced the pnees down dunng ApnI-June 
1997 No buying activity was there lioni 
China as it had high volume ot unsold 
stocks at the poit^ Substantial amount ol 
these stocks was subsequently placed tn 
warehouses I rc^m where they could he sold 
to Vietnam and Philippines so as to partly 
recover losses Dunng the tollowing 


quarter, the prices further went down to 
US$8.5-i4l PMT.Indiadeiayedtheirhuys 
to take ad vantage of the market conditions. 
With China out ot the market, panic set 


Tabu 8 Gap n>K N FumiisEK and Impuki as 
P iKt IJS 1 A(,|- (jT TIB Gap umbZ 1987 td 1998 


Year 

Gup 

rouumu) 

imports 

I'UOOmcs) 

Impun as 
Percentage 
ot Cap 

1987-88 

2 .SI 2 

174 8 

69 6 

1988-89 

518 6 

2188 

406 

1989-90 

6.18 5 

52.1 1 

81 9 

1990-91 

KKM 1 

4121 

41 1 

1991-92 

744 8 

.566 1 

76 0 

1992 91 

996 ? 

1152 1 

1157 

1991-94 

1.557 1 

158 X 8 

102 0 

I 994 - 9 S 

1.562 8 

14712 

94 1 

199 S -96 

1054 0 

2 tH )8 2 

190 5 

(W 6-91 

1708 7 

1156 4 

67 7 

1997-98 

908 7 

1177 4 

151 6 

S'mixe Ferliliser News 

FAt .Sepieiiibci 1998 

Tmii r 9 

FOB Pkkis '<r LIria 

l 996 - 9 h 


Quartet/ Year FDB Uic-a Fnce Range* 

(lISS PMl) 


I,in/Ma> ’96 

l 8 t -224 

'\pi/iun ’96 

150-215 

Jul> 7 .Sepi '96 

165-21 t 

(Kt/I)ec ’96 

164 | 9 < 

l.in/M<ii '97 

MK 1 78 

.\pi/lun '97 

110 162 

luly/.Sepi ’97 

85 141 

Ocl/IJec ’97 

87-110 

Jai)/M.u '98 

75-115 

Api/May '98 

84 129 


Nnu * Range ot POU jnices .iFc due III\.uu<l 
liH atiuiic 


Siiuiif reililisci M.irl,c'iing Hulleliii Intej 
nj|ion.il lYuc Guuie 

Iahii It) Pail I Oini(K)x ION Dria Pkii I.S 


Yuai 

Pi ICC Projeclion 
(USSPMT) 

1999 

110-125 

UhM) 

110-125 

2 IM )1 

l( 8 )-l |5 

2 <M )2 

III) 125 

2()(>1 

I 2 tm 5 


S'ouxe The OutliNtk loi AiiiiiiiinM and Urea 
Prices Feiiccon 1997 


I ABt I 7 AssI.SSMLNT CM' N Fl Kill ISI R UtMANO SlIITI V BaLAM I IN I'lllNA 

Inullum mis/ 



1997 

1998 

1999 

2 tMM) 

2001 

ta) P'oduciion 

Small and Medium Plants 

18 

4 1 

4.1 

45 

48 

Laigc uica (>lants 

59 

62 

64 • 

6 6 

69 

loUl Urea 

97 

101 

10 7 

II 1 

117 

ABC 

10 0 

10 0 

10 0 

10 0 

If) 0 

Other N 

1 6 

1 6 

1 6 

1 6 

1 6 

Total N Production 

21 1 

21 9 

22 4 

22 8 

2.1 4 

(h) iinports 

Uiea 

1 2 

2 2 

26 

to 

.1 t 

Other N 

1 5 

I 6 

1 6 

t 6 

1 6 

loial N lin|>oii 

27 

18 

42 

4 7 

SO 

kxpoit 

tl 1 

0 1 

0 1 

0 1 

0 1 

Icelinical Uses 

1 7 

1 .1 

1 4 

1 5 

1 6 

Appaiuiit Supply 

22 7 

24 1 

25 1 

25 9 

26 7 

Invcnlmy 

N Fertiliser Consumption 

-0 8 

2.1 5 

24 1 

25 1 

25 9 

26 7 


Nntf In the above estimation the luiuie piixluctiun tevel of ainiiinniuin bicarbonate (ABC) has 
been taken lo he consiant. for want ol more intuimalion 
Suun e Same os Tabic S 
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in among some of the exporting units, 
resulting in further lowering of the price. 
Since India and China are the two major 
buyers in the internal lonat urea market, 
this was quite expected. In tact, it can 
be seen tnun an analysis given in the 
World Fer liAer Review (Ju\y 1998) that 
whenever India and China enter the 
market simultaneously, the uiea price 
bccome.s bullish A testimony to that can 
be seen in the pnee ot urea prevailing in 
1995 and 1996, when Indian imports was 
in the range of million mts, and ('Inna 
imported more than 6 million mts The 
price oi urea during'the petiud was more 
than USS 2IX) PMT nuvst ol the time 'ITus 
can he turtlicr undersiCKid by looking at 
the quantum ot import out oi the total 
world trade Dunng 1996.24 175 ■nillion 
nils ol urea was made available tor the 
imports, out ot which India imported 2 .t2 
million mts and China 6 ^6 million mts 
This constitutes 36 pci (.ent ot the tiade 
Obviously, any percentage ratuilioii m 
the volume ot tiado to the two couniries 
cjii result in siyniticani puce reduition 

(liven the above background, it is 
reasonable to expect that it China is going 
tor scli-sutticiency m urea production, it 
nuv lequiic importing ua'a only on the 
margins There may not be anv ma|or 
buying <{ la 1995 and 1996, whicli would 
mean th.ii there aie chances that the puces 
ot urea would temaindepte.ssed Table It) 
eives Fertevon's price outlook in the nest 
lour to live years 

He an Ik* seen that these prices aie already 
tound to be optimi.stically piojected to be 
on the highei side, as the ruling piiccs in 
March 1999 wcic around 8.S-90 PMl. 
.Since the c.ish cost ot uica poHluction in 
west Asia IS II.S$ 6^ - 68 PMT. and most 
of the plants ate already deprec lated, most 
ol the exporting units can afford to keep 
themselves aflo.iiat the present prevailing 
pnccs and wait lor more opportune time 
Furtherconsmictionol anumht'rof plants 
m the gas-abundant locutions started at the 
time when the urea puce was favourable, 
the world urea pnxlut tion is going to go 
up significantly from c.stimated 104.28 
million mts m 1998 to l<)9 II million mu 
in 1999 to I i4mtUioii mis in 2 (KjO. In fact 
additional quantity likely to be available 
fmm some of these expoi t-onented plants 
are 3 3 million tonnes per year Given this 
situation the urea price is not going to liHik 
bullish for quite some time 


Given the above scenai lo. that the prices 
of uiea arc likely to N- low in the coming 
years, and one of the major buyets m the 
ii.temational urea market, namely, China, 
IS moving towards sclf-sufficicncy on 

Economic and Political Weekly July 3, 


strategic comsidcrations, there is need to 
take a lalional look at the present import 
policy ot urea It has to he appreciated that 
the lertilisei import policy is to he based 
on an undei standing ot the role of the 
supply-side m accelerating growth ot 
tcrtili-ser u.se thiough sustained pies.sures 
on other dynamic processes generating 
rapid growth m lcrtili.ser use. A policy of 
liberal imports will in all likeluuKid be 
re.sentcd by the domestic industry It may 
also lead to an increase in inventories in 
the short-nin bei ause of many de licicncies 
in handling and di.stnbution of the imported 
fertiliser I) ui tins should nut be abandoned, 
rather clfeciive mechanisms to tackle 
problem aie.is should he developed Moie 
so, it the piiccs ol imports are lowei than 
the ptices ol domestic production, the 
biidgeiary huiden ot teitiliser suhsirlies 
will also go down in aggregate terms The 
bunlen can be further reduced it distii- 
hutioii costs ot imported fertili.sers arc 
hioiiglu down thiough impnivemeiits in 
the systems haiullmg imports 
Further, since the fertiliser mdusiiy 
caiiies elemenis ol siiatrgic nature m the 
context ot food security the above 
argument shoulil not be stretched tailhei 
But a rational view must be taken before 
a policy (Icvi.sion is taken, particularly 
because i ost o* production ol urea in India 
IS very high compared to tlie import price, 
even it import parity pnee cannot he taken 
to be dependable guide tor domestic 
investment decisions because ot its high 
degree ol volatility. It has tube understood 
that the inipuit need not be viewed merely 
as a lesiduaiy clement to bridge the gup 
between requirement and indigenous pio- 
duction. as it has been done so tai |(joI 
1998] The Hanuiiiutilha Kai ('oniniittee 
in this context h.ui icconinicnded that a 
positive pohev be* called torloaltiact new 
investment to ensure that the level ot seil- 
sut tic icncy did not tall below unacceptable 
levels. But at the same time an exit policy 
should be pkiccd for those pl.uits th.it are 
cneigy ineflicient and ate producing at 
pnees much moie than the import price 
[.Sanjay Kumar 1999} Strategic policies 
lor setting up )oiiil vcnture.s (JVs) abroad 
at the souice ot abundant availability ot 
natural gas c an be encouraged in the coming 
yeai.s, but it has bi'en our experience that 
JVs arc rarely on equal terms. Thus, the 
advantage of i heap feedstock is offset by 
unequal terms The case of Oman India 
Fertiliser pioieei is a reminder ot this, 
where the two Indian piomoters, 
KRIBHC'O and R('F. duiiiig the past five 
years could no' achieve financial closure 
(Eionnmh 7"iHie.T, October 30.1998). The 
weakening ol uiea puce worsened the 
prospect ot financial closure furthei 
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VI 

'I his paper surveys the current pnee of 
expi >1 table urea i n the world market It also 
studies present orientation of the Chinese 
domestic lertilisei policy with regard to 
(he likely addiiion lo the urea capacity In 
(.ase t'liiiia is not importing urea from the 
woi Id maiket, India will be the only major 
buy Cl III the market This would keep the 
uiea pi ICC low But in this context it would 
also Ik* not apptopriate toov ei UH«k another 
taciot that, incaselhe demand ol ureagtxis 
down, some ol the ex|ioiiing plants may 
decide lo sell ammontaand c ut uiea pnxluc- 
lion But this w'lll not boost the urea price, 
since aimnonia and uiea aie part of the 
same pioductioii complex A suiplus of 
one IS not likely to be useliil tor the price 
pio.spc’ctot llieothei India has to take into 
account alt these i.ictois like the question 
ot level ot scll-sullieiency inun*apioduc- 
tionloi aiiuiiimg the goal ol sell-sutticicncy 
in gram piixluction high domestic produc¬ 
tion cost, availability ol citeapc'r urea in 
the iniernatioiiul markci tor some time, 
strategy ol gi mi: olt shoie foi I Vs and 
having biiv-back aiiangeiiients. long-teim 
buying airangcniciit tor aui'menimg sup¬ 
ply III on assuted manner, etc before any 
domestic uiea pioduciion (lolicy can he 
tor mu luted 

Notes 

|1 he author was associiueit with llir llaiiuiiMniha 
Kail C'oiiii.iiUoe uppoiiiird liv ihc govcmincni to 
toniiulalc K-mtiver Truing Tiituy Hk* vwws 
uspicssvil iK'io aic Ins own | 

1 An average Aiiieiii.aii plain produces t.SO.tXX) 
inillioii niiiri(.nl ioiiih’s pci yc.u (nt|)yi which 
IS UI tiiiK's nioic than a ('hiiiesc plan! which 
piiHluces only I2.(XXI nipv 

2 AnKiiian plain employs lc.ss than IK.tXX) 
work(*rswho|HiKlueuan.iveragc'ol I 4IM)nipy 
|K'i woikei X(l iiiiK-s as much as u Chinese 
woikcr diK's 

I I'M capita coal irscive is ahoul ihice tunes the 
a Olid avef.ige 

4 Kuwait, by c omp.iiison. has proven reserves of 
‘•7 billion bairc'ts 
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MaslueqBank 


Ma&hreqBank psc 

(Int orporated in UAE with Umted Uability) 

Indian Branchea 


BALANCE SHEET AS AT 31ST MARCH. 1999 

(Rs. in (X)0s) 

Schedule 

As on 

As on 


No 

31 03.99 

31 03 98 

CAPITAL AND 
LIABILITIES 




Capital 

i 

318,206 

318.206 

Reserve and Surplus 

2 

99,293 

197,122 

Deposits 

3 

2,363,444 

2,373,247 

Borrowings 

Other Liabilities and 

4 

657,600 

190.000 

Provisions 

5 

141,724 

93.115 

TOTAL 


3,580,267 

3,171,690 

ASSETS 




Cash and balances with 
Reserve Bank of India 
Balances with banks and 

6 

106,535 

208,146 

money at call and 
shon notice 

7 

102,502 

143.677 

Investments 

8 

1,.^ 15,932 

810,296 

Advances 

9 

1,605.791 

1,510,811 

Fixed Assets 

10 

39.023 

43,880 

Other Assets 

11 

410.484 

454,880 

TOTAL 


3,580.267 

3,171,690 



- “-r“ • * 


Contingent Liabilities 

12 

2,178,997 

1,582,114 

Bills tor ColIccMon 


877,984 

110,297 

Notes to Accounts 

17 




PROFIT AND LpSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH, 1999 


(Rs. in 000s) 


Schedule Year ended Year ended 
No 31.03.99 3103.98 


I. INCOME 

Interest earned 13 

Other Income 14 

TOTAL 

IL EXPENDITURE 

Interest expended IS 

Operating ^penses 16 

Provisions and 
coptingenries 

TOTAL 

IIL PROFlT/(LOSS) 

Net nnfit/(Lossj tor dx year 
Profit brought forward 

TOTAL 

IV. APPROPRUTIONS 

Transfer to statutory 
reserve 

Remittance to Head Office 
Balance earned over 
to Balance Sheet 

TOTAL 

Notes to Accounts 17 


386,053 

43,870 


429,925 


301,822 

126.263 

99,669 


527,754 


(97,829) 

125,867 


28,038 


416,469 

(20,330) 


396,139 


252,092 

136,278 

97,964 


486,334 


(90,195) 

216,062 


125,867 


28,038 125,867 


28,038 125,867 



Notes and schedules to the accounts form an integral part of 
the Balance Sheet 

Notes and schedules to the accounts form an integral pair nf 
the Profit and Loss Account 

As per our Repoit ol even date 



For and on behalf of 

DELOITTE HASKINS & SELLS 

Chartered Accountants 


For MashieqBank psc 

Sd/- 

N. P Sarda 

Partner 


Sd/- 

Kenneth J. Pinto 

Branch Managn 

nace. Mumhat 

Date. June 18. 1999 
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M^hreqBank 


MashreqBank psc 

(Incorporated in fM£ with Limited Liabtlit\) 
Indian Branches 


SCHEDULES ATTACHED TO AND hORMING PART OF THL BAIANCE SHEET 


(Rs. in 000s) 


(Rs in 000s) 



SCHEDULE 1 - CAPITAL 
Capital 

(Includes an amount of 
Rs. 16,791,216 as Statutory 
Capital on account of Counter 
Finance received from 
Head Office) 

(Includes an amount of 
Rs 2,000,000 (PY Rs 2,000,000) 
brought in by way of initial 
start up Capital) 

(Refer note below) 

TOTAL 

Note. Amount of depo.sit kept 
with the Reserve Bank of India 
under section 11(2) of Banking 
Regulation Act, 1949 is 
Rs. 82.6.50,000 
(PY. Rs. 82,650,000) 

SCHEDULE 2 - RESERVES 
& SURPLUS 


As on 

As on 

31 03 99 

31 03 98 

318,206 

318.206 


318.206 


318.206 


I Statutory Reserve 



Opening Balance 

71,255 

71,255 

Addition during the year 

- 

- 

Deduction during the year 

71,255 

71,255 

II Capital Reseives 

71,255 

71,255 

III Share Premium 

- 

- 

IV. Revenue and other Reserves 

- 

- 

V. Balance in Profit and 



Loss Account 

28,038 

125,867 

TOTAL 

99,293 

197,122 

SCHEDULE 3 - DEPOSITS 



A I.Demand Deposits 

i) From HO & Overseas 



branches 

12,300 

76.274 

ii) From Banks 

2,639 

14,6.50 

tii) From others 

283.719 

465,789 

11 Savings Bank Deposits 

52,096 

89.497 

III. Term Deposits 



i) From Banks 

657,188 

17,389 

ii) From others 

1,355,502 

1,709.648 

TOTAL 

2,363,444 

2.373,247 

B. i) Deposits of branches 



in India 

2463,444 . 

2..373.'>47 

it) Deposits of branches 



outside India 


- 

TOTAL 

2463,444 

2.373.247 



SCHEDULE 4 - BORROWINOS 

I. Borrowings in India 

i) Reserve Bank ot India 

li) Other Banks 

lii) Other lasUlutions and agencies 

II. Borrowings outside India 

TOTAL 

Secured borrowings included in 
I & n above - Rs Nil (P Y Rs Nil) 

SCHEDULE 5 > OTHER 
LIABILITIES AND 
PROVISIONS 

I Bills Payable 

II Inter-Olticc Adjustments (net) 
ill Interest accrued 

IV Others (including Provisions) 

TOTAL 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I. Cash in hand 

(including foreign currcnc> notes) 

II. Balances with Reserve 
Bank of India 

i) in Current account 
ti) in other accounts 

TOTAL 

SCHEDULE 7 - BALANCES 
WITH BANKS & MONEY AT 
CALL AND SHORT NOTICE 
I. In India 

I) Balances with banks 

a) In cunent accounts 

b) In other deposit accounts 

II) Money at call and short notici 

a) With banks 

b) With other institutions 

TOTAL 

II Outside India 

i) in Cunent Accounts 

- with HO &■ Overseas hranche 

- With Other Banks 

II) in other Deposit account 
with HO 

iti) Money at call and short nuuoe 
TOTAL 

GRAND TOTAL 


As on 

31 0.3 99 

As on 

31.03 98 

7,600 

2.50,000 

400.000 

100,000 
90,000 
- I) 

657,600 

190,000. 

10,9.36 

57.430 

17,556 

55,802 

30,993 

20 

9,506 

52,596 

141,724 

93,115 

6.089 

5.868 

100.446 

202,278 

106.535 

208,146 

» „■ ■ ... 

.3.113 

644 

3.11.3 

644 

88,512 

636 

133,693 

1,045 

10,241 

8,295 

99,389 

143,033 

102.502 

143,677 
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MashreqBank psc 
{Incorporated in UAE with Limited Uahilm) 

iyi<lMirC(|DdIlK Indian Branches 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 



(R& in {K)Os) 


31 03 99 3103 98 



SCHEDULE 8 - INVESTMENTS 

I Investments in India in 

i) Government securities 

II) Other approved securities 

III ) Shares 

tv) Debentures and Bonds 
v) Subsidiaries and/or joint 
ventures 

Less: Provision for 
Dimunition in Investments 

TOTAL 

II. Investments outside India 
GRAND TOTAL 

SCHEDULE 9 - ADVANCES 

A. i) Bills purchased and 
discounted 

It) Cash ciedits, overdrafts 
and loans repayable on 
demand 
III) Term loans 

TOTAL 

B i) Secured by tangible 
assets 

ii) Covered by Bank/ 
Government Guarantees 

III) Unsecured 

TOTAL 

C. I Advances in India 
i) Pnonty Sectors 

II) Public Sectors 

III ) Banks 
iv) Others 

TOTAL 

II Advances outside India 
GRAND TOTAL 



( 112 ) 

1.315.932 

1.315.932 


767,925 

11.250 

1.588 

29..541 


( 8 ) 

810.296 


SCHEDULE 10 - FIXED 
ASSETS 

I PrcmiMJs 

TOTAL (!) 

II Other Fixed Assets 
(including luinituic and 
fixtures) 

Opening halanie 
Additions during the veat 
Deductions during 
the year 

Depieciation to date 
TOTAl. (II) 

NET BLOCK (It ID 


454,716 .501.022 


1,059,391 

91,684 


91,684 296,609 

1.605,791 1.510,81! 


TOTAl 


SCHEDULE 12 - fONTINflFNT 

993,648 1.085,156 LIABILITIES 

I Claims against the hank 
na 107 lOA 1 X 0 acknowicdg d as debts 

tiK KOft " Liability lot partly paid 
333,436 318.896 investments 

I’aorioi ixinoii Liability on account of 

1.605.791 1,510,811 outstanding forward 

exchange contracts 
IV Guarantees given on bchall 
540,375 n)9.840 ^ of constituents 

- - a) In India 

- b) Outside India 

1,065,416 1,400,971 V Acceptances, endorsements 

.... . and other obligations 

1.605.791 1,510.811 ^1 Other items tor which the 

bank is contingently liable 
- Disputed Income tax 
liabilities pending in appeal 

TOTAL 


1,605.791 1,510,811 


1.605.791 1,510,811 

540..375 i.)9.840 


(Rs in 000s) 


As on 

As on 

31 03.99 

31.03.98 



SCHEDULE 11 - OTHER 
8I0..96 ASSETS 

I Inter-oftice adjustinents met) 

II Interest .iccrucd 

III Tax paid in advanec/tax 
deducted at source (net) 

IV Stationery and stamps 

501,022 V Non-banking assets acquired 

in satisfaction of claims 
VI SIDBI Placement 

713,180 VII Deffcrcd revenue 

296 609 expenditure-VRS 

VIII Others 


33.528 

191.237 

72 


18.743 

20,988 

145.916 

410,484 


714,512 


75,5^4 

2.178,997 


11,644) 

(21.163) 

43,880 

43,880 


37.107 

158,039 

183 


149.305 

110,246 
' 4^,880 


780.438 920,565 


345,915 

102,905 

160,228 


52,589 


1,582,114 
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MashreqBank psc 



MashieqBank 

(Incorporated m UAE with Limited Liability) 

Indian Branches 



SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT | 

(Rs. in 000s) 

<Rs in 000s) 11 


Year ended 

Year ended 



Year ended 

^ i 

Year ended 


31 03 99 

31 03 98 



31.0.3.99 

31 03.98 

SCHEDULE 13 - INTEREST 



SCHEDULE 16 - OPERATING 



EARNED 



EXPENSES 


1 

1 Intcrest/discount on 



I 

Payments to and provisions 


advances^llIs 

25g.7.S7 

290.646 


for employees 

35,273 

27,105 ■ 

11 Income on investments 

105,916 

94,238 

II 

Rent, taxes and lighting 

47,088 

35,826 

PI Interest on balances with 







Reserve Bank of India and 
other inter-bank funds 

10,848 

19,485 

III 

Printing and stationery 

933 

1.576 

IV Others 

10,5.34 

12,100 

IV. 

Advertisement & 



TOTAL 

386,055 

416.469 


publicity 

225 

1,164 




V. 

Depreciation on bank’s 



SCHEDULE 14 - OTHER 
INCOME 




property 

13.277 

9.405 

I. Commission, exchange & 



VI. 

Director’s and LAB fees. 



brokerage 

28,849 

22,095 


allowances and expenses 

38 

26 

II Profit/(Loss) on sale of 
investments 

775 


VII. 

Auditor’s tees and 







expenses 

450 

325 

III. Profit/(Loss) on sale of land. 




(including branch auditors) 



building and other assets 

325 

(161) 




IV. Profit/lLoss) on exchange 



VIII. 

Law Charges 

1,136 

1,273 

transactions 

11,355 

(47,248) 

IX. 

Postages, Telegrams, 



V. Miscellaneous Income 

2,566 

4,984 


Telephones, etc 

8,359 

3,382 

TOTAL 

43,870 

(20,330) 







.. . . 

X. 

Repairs and maintenance 

1.304 

1,896 

SCHEDULE 15 - INTEREST 
EXPENDED 



XL 

Insurance 

2,196 

2.143 

I. Interest on deposits 

247J91 

211,840 

XII. 

Delhi establishment cost 

- 

34,939 

n. Interest on Reserve Bank 



XIII. 

Bad Debts written off 



of India/intor-bank 



152 

- 

borrowings 

111. Othen 

54,431 

40,252 

XIII 

Other Expenditure 

15.832 

17,218 






TOTAL 

301,822 

252,092 


TOTAL 

126,263 

136,278 
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MaihrcqBuk pw 

{Incorporated in UAE with Unuted Liability) 

IniHan BnndlM 

Schedule 17 - Accounting Policie» and Notes forming part of accounU for the year ended 31st March, 1999. 

A. Accounting Policies 

I, General 

The accompanying financial statements have >ccn prepared on historical cost basis and conform to the statutory provisions 

and practices prevailing 

2 (a) Revenue recognition 

(I) Items of income and expenditure are counted for on accrual basis 

(II) Commission income of less than Ks I lakh from a letter of credit/guarantee is accounted for upfront. 

(hi Head office administrative expenses 

The bank has not debited head office administrative expenditure to its Prolit and Loss Account but has claimed the same 

lot lax purposes 

} Transactions involving Foreign Exchange 

It) Foreign currency assets and liabilities arc recorded in the respective cuirencies and are revalued daily at the exchange 
rates notified by the Foreign Exchange Dealers Association of India 

(II) Income and expenditure items are translated at the exchange rates ruling on the dales of the transactions 

(III) Protit/loss on revaluation of outstanding forward contracts have been accounted ba.sed on guidelines issued by the 
Foicign Exchange Dealers AssiK'iaiiun of India and the Reserve Rank of India This is not in accordance with the 
Accounting Standard - II on “Accounting toi the effects of changes in foreign exchange rates” issued by the Institute 
of Chartered Accountants of India 

4 Investments 

(I) Classification of investments be>ween permanent and cunent is as decided by the management^ in accordance with 
the Reserve Bank of India guidelines 

(II) Permanent investments are earned at cost Cunent investments are valued at lower of cost or maiket/fair value under 
each sategoiy Where market ((uotes are not available on the valuation date, fair value is determined based on the 
yield to maturity rates specifi^ by the Reserve Bank of India in this behalf 

Advances 

(I) Provisions for doubtful advances have been made taking into consideration the guidelines issued by the Reserve Bank 
of India in this respect during the year 

(ii) Having legards to the guidelines issued by (he Reserve Bank of India, the unrealised interest on advances classified 
as non-performing advances is credited to imeiest in suspense account Further, no interest has been recognised in 
the books on non performing advances alter being so classified 

6 Fixed Assets 

(i) Fixed Assets are stated at original cost of acquisition including taxes, duties, freight and the incidental expenses 
related to acquisition and installation of the concerned asset 

(ii) The bank follows Straight Line Method of depreciation at the rates prescribed by the Head Office Depreciation on 
addition/deduction during the year has been provided on pro rata basis The rates prescribed by the Head Office 
foi each type of asset is higher than the rates specified by Schedule XIV to the Companies Act. 1956 except in the 
case of Computer Mainframe, where depreciation has been provided @ 14 29% as against 16 21% prescribed under 
Schedule XIV 

7 Staff Benefits 

Provisioii for gratuity is made based on the total liability as determined by independent actuanal valuation as at the year end 

B. Notes Forming Part of the Accounts fRs in 0(X)s] 


Investmenu 

31 03 99 

31.03.98 

Permanent (at cost) 

212,160 

298460 

Current (at lower of cost or market/fair valued 

1,103,772 

511,736 

Total 

1,315,932 

810496 


2 No provision has been made in respect of tax demands foi earlier years aggregating to Rs 75,514 (previous year Ra. 52489) 
as the bank has prefened appeals against the same 

3 Balances with HO and Overseas branches in cunent accounts outside India (Schedule 7) of Rs 88412 (previous year Rs 133,692) 
includes overnight piacement of USD 2 7 million, Rs 116,639 (previous year USD 3 4 million, Rs 136.023) with the New York 
branch 

4. Dunng the year the Bank had announced a voluMory retirement scheme. The payment under the scheme has been defened over 
a period of thirty six months beginning February I, 1999 The amount charg^ to Profit A Lou account in the cunem year is 
Rs 1,2^5 and is included under the head ‘paymenu to and provisions for employees’ (Schedule 16). The unamortiied portion 
IS shown under the head ‘Deffered Revenue Expenditure’ (Schedule II) 


MashreqBank 
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MashregBank 


MashreqBank psc 

Uncorpmated m UAE with Limited Liability) 

Indian Branches 


S DiscUisuie in lenns of Reserve Bank of India riiiular 

31.03.99 31.03.98 


• 

Capital Adequacy Ratio 

12 13% 

29 84% 

b 

Capital Adequacy RaUo - Tier 1 Capital 

12 13% 

29 26% 


Capital Adequacy Ratio - Tier II Capital 

Nil 

Nil 

c 

Net Non Performing assets to Net Advances 

24 21% 

22 49%. 

d 

Details of Expenditure Provisions and Coniinpcncies 
novision for Bad and Doubtful Debts 

94,647 

119,322 


Provision for dcpieciation in the value ot investments 

104 

(28.214) 


Provision for Taxes 

4.918 

6.8.56 


Total provisions 

99,669 

97.964 

e 

Business ratios 

Interest Income to Working Funds 

1031% 

11 18% 


Non interest income to Working Funds 

1 17% 

(0 551% 


Operating income to Wot king Funds 

005% 

021% 


Retuin on assets 

(2 78)% 

(2 84)% 


Business tdeposits plus advances) per employee 

55.883 

42.906 


Profit per employee 

(1,658) 

(1,0251 

Previous year’s figuies have been regroiiped/icanangcd, wherever necessary. 

to conform lo cut lent yeai 


figuies 


Place Mumbai 
Date June 18, !*W‘) 


For MashreqBank psc 
Sd/- 

Kenneib J Pinto 
Branch Manager 


Auditors' Report on the Indian Branches of MashreqBank psc under Section 30 of the Banking 
Regulation Act, 1949. 

^ Wr have audited the attached Balance Sheet of the Indian btanihes of MashieqBank psc as .it .list Match I'JW and the related 
I Profit and l.oss Account of the Indi.in blanches ot the li.ink for the }ear ended on that dale, signed by us under reference 
I to this repot t 

I The Baiance Sheet and the Piotit and l.ons Aciounl have been drawn up in accoidaiice with Ihc provisions of Section 29 ot 
I the'Bankiiig Regulation Act, I940 read with .Section 211 of the Companies Act. I9S6 
We tunhci icport that 

a) we have obtained all information and explanations which lo the liest of out knowledge and belief weie necessary tor the purpose 
of oui audit 

b) the transactions which have come to our nonce have been, in our opinion, gcneiahy within the powers of the Indian blanches 
of the Bank 

c) in our opinion, proper books of the account as required by the law have been kept by the Indian bunches of the Bank so '.v 
as It appears tiom our examination of these b(H>k- maintained and produced to us in India 

d) the above mentioned Balance Sheet and Profit and Loss Account of the Indian bunches of the Bank dealt with by this report 
are in agreement with the books of account 

e) in our opinion, the Balance Sheet and the Profit and I oss Account dealt with by this report aie in compliance with the Accounting 
Standards referred to in Section 21 U.IC) oi the Companies Act |95b, in so 'ar as ti,ey apply to banks, except that in respect 
ot valuation of forward exchange contiacts, guidelines issued hy the Foreign Exchange Ltcaler's Association ot India and approved 
by the Reserve Bank of India have been followed 

f) in our opinion, and to the best of our infoimation and accotding lo the explanations given to us. Ihc Balance Sheet and Profit 
and Loss Account, together with the notes thereon, give ihe (nformaiinn icquired by the Companies Act, 1956, as amended in 
the manner so lequired for Banking Companies and on such basis the said accounts give a true and fan view 

I in case of the Balance Sheet, of the slate affaits of the Indian branches of the Bank as at March 31, 1999 

and 

It in case of Prolit and Loss Account, of the loss ot the Indian branches of the Bank for the year ended on that date 

For Dcloitte Haskins & Sells 
Ch.utered Accountants 

Sdf- 

(N P Sarda) 
Paitner 


PIkc Mumbai 
Date; June 18, 1999 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


BALANCE SHEET AS AT MARCH 31, 1999 


(Amounts in thousands of Indian Rupees) 


Note 1999 


CAPITAL AND LIABILIIIES 
Capital 2 

Reserves and surplus 3 

Deposits 4 

Boirowings S 

Other liabilities and 
provisions 6 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 

Balances with Banks and 
money at call and 


short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 


8 

1(c) & 9 
1(d) & 10 

1(c) & n 
12 


TOTAL 


206,000 206,000 
296,958 283,169 

1,631,290 1,356,206 

2,020,256 1,000.207 

73,017 1 15,887 

4,227,521 2,961,469 


90,526 70,565 

5.^4,771 228,315 

2,643,807 1,432,025 


509,268 

175,906 

273,243 


717,262 

183,515 

329,787 


4,227,521 2,961,469 


ConUngent Liabilities 13 162,412,547 


Bills for Collection 


263,577 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1999 


(Arnoums in thousands-of Indian Rupees) 


Note 1999 


INCOME 

Interest earned 
Other income 


TOTAL 


EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 


PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 


APPROPRIATIONS 

Transfer to statutory reserve 
Transfer to Investment fluctuation 
reserve 

Balance canned forward 
TOTAL 



480,591 

225,490 


706,081 


362,319 398,236 

152,239 193,121 

70,850 63,987 

l 85"408 65’5~344 


13,789 50,737 

194,476 154,417 


208.265 205,154 


2,758 10,148 

2,174 530 

203,333 194.476 


208,265 205,154 


The accompanying notes are an integral part of this statement The accompanying notes are an integral part of this statement. 


Arthur Andersen & Associates 
Chartered Accountants 


Barclays Bank PLC 
Indian Branches 


Sdf- 

Naravan K Seshadn 
Partner 

Mumbai 
June 29, 1999 


Sd/. 

K 1 Joseph 

Head of Finance and Accounts 


Sd/- 

Kamal Kalkat 

Group Chief Executive - India 
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H BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1999 


(Amounts in thousands ot Indian Rupees unless otherwise stated) 


I 


1. SUMMARYOFSlGNinCANT ACCOUNTING POLICIES 

(a) General 

The financial statemenu are prepared under the historical 
cost convention (as modified by note l(eKii) below) and 
conform to statutory provisions and pracuces prevailing 
within the banking industry in the counuy 

(b) Tranaacttoiu involving foreign exchange 

(i) Monetary assets and liabiliUes are translated at the 
rates of exchange notified by the Foreign Exchange 
Dealers’ Association of India(’FEDArTai year-end 
In respect of deposits accepted under the Foreign 
Currency Non-resident (Banks) scheme which are 
swapped into Indian Rupees, the forward premia (i e, 
the difference in the spot and forwatd rates of exchange) 
pievailing on the date of such swap, are pro rated over 
the tenor of the swap and charged to the pi ofit and loss 
account as ’interest on deposits' 

Fuither, in respect of Indi an Rupees which are swapped 
into foKign currency, the forwaid piemia prevailing 
on the date of such swap, are pro rated over the tenor 
of the swap and recognised in the profit and toss 
account as ‘interest earned - others’ 

(ii) Income and expenditure items are translated at the 
rates of exchange prevailing on the date ot the 
transaction 

(ill) Outstanding forward exchange contracts are revalued 
at rates of exchange notified by FEDAI for specified 
maturities and the resulting profiis/lovses are included 
in tlie profit and loss account Contingent liabilities on 
account of outstanding foreign exchange contracts are 
stated at the contracted rates 

(iv) Contingent liabilities on account ot guarantees, 
endorsements and other obligations arc stated at the 
exchange rates notified by F^AI at year-end 

(c) InvcstmciiU 

investments are valued in accordance with the circulars of 
the Reserve Bank of India (‘RBI’) 

(i) Investments in government securities intended to be 
held to maturity are valued at cost Where the cost price 
u higher than the face value, such premium IS amortised 
over the period to redemption Where the cost price is 
less than the face value, such discount is ignored 

(ii) Investments in government and other approved 
secunties not intended to be held to maturity are 
valued at lower of cost and market value Market 
value IS letermined cn the basis of stock exchange 
q^uotabons or prices indicated by the RBI at year-end 
Wbere quotationa/pnces are not available, market 
value IS determined using 'he yield pattern indicated 
by the RBI. Net depreciation, if any, is provided fur, 
net appreciation, if any, is ignored 

(iii) Debentures and bonds, being unquoted, ore valued at 
cost 

(Iv) Commercial paper IS valued at carrying cost (ie,fve 
vdue less unearned interest) 

(d) Adnuicce 

Doubthi) advances are identified by periodic appraisals of 
Iheportfblio by management and aroropriate provisions are 
made. The related interest on such doubtful advances is not 
reoQgnlaed as income unul received Advances are slated net 
ai provisions, if any. 


(e) Fixed aaocta 

(i) Fixed assets, other than premises, are stated at 
acquisiuon cost less accumulated dnireciation 
(II) Barclays Bank PLC-Indian Branches (‘the Bank’) 
hat revalued its premitet at August 19, 1997, by 
Rs 37.25million, baaedon the market voluedetetmined 
by a Government registered valuer. The surplus 
arising out of such revaluation has been credited to a 
revaluation reserve 

(lii) Depreciabon on assett it provided on the straighl-Ime 
basis at rates ranging between 2 and 20 per cent per. 
annum, depending upon management’s estimate of 
the economic useful life of these assets. Depreciation 
on additions made during the year is provided from 
die calendarquarter in which such additkms are made. 
Iniespectirftalaii/diBpotals. nodepreciRion is provided 
in the calendar quarter in which the asset is soW 
disposed of 

(0 Retirement benefits to stadT 

The Bank hat created separate recognised funds for 
provident fund and gratuity benetits to employees Gratuity 
benefits are based on an actuarial valuation by an 
independent actuary 



1999 

1998 

2. CAPITAL 



Capital 

206,000 

206,000 

Deposit kept with the Reserve 

Bank of India under Section 11(2) 
of the Banking Regulation 

Act,' 1949 

55,630 

1 

44.630 

3. RESERVES AND SURPLUS 



Statutory reserve 
. Opening balance 

Additions dunng the year 

50,912. 

2.758 

40.764 

10,148 

Oosing balance 

53,670 

50,912 

Revaluation reserve 

Opemng balance 

Additions dunng the year 

37.251 

37,251 

Closing balance 

37.251 

37.251 

Investment fluctuation reserve ' 

(formeiily Cental reserve) 
Opening balance 

Additions during the year 

530 

2,174 

530 

Closing balance 

2,704 

530 

Balance in profit and loss account 

203,333 

194.476 


296,958 

283,169 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1999 


(AinounU in thousands ol Indian Rupees unless oihensisc si,itrd) (Amounts in thousands of Indian Rupees unless otherwise stated) 

I 1999 r~ IVfK 


4. DEPOSITS 
In India 

Demand depustts 


From banks 

2 0M 

1.'22 

From others 

83,444 

145,141 

Savings bank deposits 

Term deposits 

15,778 


From banks 

425.700 

- 

Fiom others 

1,104,.307 

1.191,1 13 


1.631 290 

1.3^6,206 


S. BORROWINGS 
In India 

Banks other rhan the 

Reserve Bank ol India 1,470,000 1 ,(K)0,0(K) 

Other institutions and ageneies 550,000 

Outside India 256 207 


2,020.256 1,000,207 


Secured borrowings included 
above 


6. OTHER LIABILITIES 
AND PROVISIONS 

Bills payable 

Interest accrued 

Others (including provisions) 


7. CASH AND BALANCES 
WITH RESERVE BANK 
OF INDIA 

Cash in hand (including foreign 
currency notes) 

Balances with Reserve Bank ol India 
In current accounts 


7,867 
19,720 
45,4.^0 

73,OP 


11,441 

43,739 

60,707 

115,887 


8. BALANCF^S WITH BANKS 
AND MONEY AT CALL 
AND SHORT NOTICE 

In India 

Balances w<th hanks 
In current accounts 
Money at call and shon notice, 
with banks 
Outside India 

In current accounts with hanks 
Money at call and short notice, 
with hanks 


9. INVESTMENl'S 

Gross investments in India 
Provision tor depreciation 

Net investments in India 

Net investments in India compnse 
Government securities 
Other appnived secunties 
Debentures and bonds 
Commercial paper 


28 403 


500 674 


10,562 


200.000 


17,753 


90,143 

90.526 


70.097 


70.565 


5t4,771 228,315 


2.643.807 1.437,250 

(5.225) 

2.643.807 1,432.025 


1,416,307 616,294 

27,500 27 500 

1,150,000 592.230 

50,000 196,001 

2,643,807 1,432,025 


Investments at March 31, 1999 exclude government 
secunties sold under ready forward transactions aggregating 
Ks 261 7 million (1998 - Rs 316.7 million), and include 
government .secunties purchased under ready forward 
transactions aggregating Rs 779.7 million (1998 - Nil). 

The Bank has wntten back excess provision tor depreciation 
on investments aggregating approximately Rs 5.2 million 
(I<^8 - Rs 1 3 million) by crediting it to the Profit and Loss 
Account under the head ‘Expenditure ~ Pn)vision.s and 
Contingencies' and translerred. net of income-tax and 
transfers to Statutory Reserve, to Investment fluctuation 
reserve in accordance with the RBI circulars. 
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S BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1999 


(Amounu in ihouianda of Indian Rupees unless otherwise stated) 

(Amounts m thousands o! Indian Rupees unless otherwise stated) | 


1999 

1998 


1999 

-1 

1998 

19. ADVANCES 



12. OTHER ASSETS 



(a) Bills putchaied and discounird 

13,968 

14,382 

Interest accrued 

Tax paid in advance/tax 

33,435 

24,947 1 

Cash credits, overdrafts and 

472.300 


deducted at source (net) 

87,624 

44,036 

loans repayable on demand 

291.260 

Stauonery and sumps 

8 

9 

Term loans 

23,000 

411,620 

Others 




-- 

, , 

Security deposits 

92.018 

107,411 


509,268 

717,262 

Advance rent 

13.774 

28,142 




Staff loans 

25,959 

34,744 

(b) Secured by tangible assets 

292,798 

386,585 

Others 

20,425 

mmm\ 

Covered by bank/Govrrnment 




- - ' 

- - ■— 

guarantees 

18,788 

50,705 

• 

273,243 

329,787 

Unsecured 

197.682 

279,972 

13. CCVnTNGENTLlABILmES 




509,268 

717,262 

Uabiiity on account of 




--- 

-- *- 

outstanding forward exchange 



(c) Advances in India 



contracts 

61.238,328 

41..581.676 ! 

Pnonty sector 

275,514 

339,736 

Guarantees given on behalf of 



Others 

233,754 

377,526 

constituenu, net 




In India 

447.712 

434,715 


509,268 

717,262 

(3utside India 

53,002 

102,933 




Acceptances, endorsements and 
other obligations 



11. FIXED ASSETS 



638.715 

1,422,442. ! 

Other Items for which the Bank 

Premises 



IS contingently liable 

34,790 

19,574 

At book value; 




62.412.547 

43,561,340 

Beginning of year 

165,662 

128.411 



— 

Revaluation during the year 

- 

37,251 

14. INTEREST EARNED 

Interest/discount on advances/bills 

147.557 

226.118 


165.662 

165,662 

Income on investments 

303,706 

174.283 

Depreciation to date 

(15,306) 

(12.006) 

Interest on balances with Reserve 
Bank of India and other 









150,3.56 

153,656 

inter-bardt funds 

61,188 

78,030 




Others 

1,333 

2,160 

Other fixed assets (imiluding 
furniture and fixtures) 




513.784 

480,591 

At cost’ 

66,929 

56,105 

15. OTHER INCOME 



Banning of year 



Addidons during the year 

10,309 

14,077. 

Commission, exchange and 



Deductions during the year 

(9.706) 

(3.253) 

brokerage 

Net (loss)/proftt on sale of 

43,585 

115,708 


67,532 

66.929 

investments 

(15,966) 

22,642 

Depreciation to date 

(41,982) 

(37.070) 

Net (loss)f|mifit on sale of 
'land, buildings and other assets 

(995) 

188 


25,550 

29.859. 

Net profit on exchange uansactions 

58.549 

79,679 


Miscellaneous income 

240 

7.273» 

Net book value 

175,906 

183,515 



225,490 








Bconoinic and Political Weekly July 3, 1999 


1837 

















































BARCLAYS BANK PLC 

INDIAN BRANCHES 

(locoqporated in the United Kingdom with Limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1999 


(Amounts in thousands of Indian Rupees unless otherwise stated) (Amounts in thousands ot Indian Rupees unless otherwise stated) 


1999 1998 


16. INTEREST EXPENDED 

Interest on deposits 

Interest on Reserve Bank of 
India/inter-bank borrowings 

Others 


17. OPERATING EXPENSES 

Payments to and provisions 
for employees 

Rent, taxes and lighting 

Printing and stationery 

Advertisement and publicity 

Depreciation on Bank’s 
property 

Local Advisory Board 
members’ fees, allowances 
and expenses 

Auditors’ fees and expenses 

Law charges 

Postage, telegrams, 
telephones, etc 

Repairs and maintenance 

Insurance 

Other expenditure 


1999 

1998 

207,326 

275,477 

146,648 

120.730 

8..)45 

2,029 

362,319 

398.236 

1 

61.102 

90.929 

20.999 

22.355 

1,529 

i.567 

79 

649 

14,099 

14,1.50 

1,352 

789 

703 

475 

1,423 

.3.30 

20,654 

24.212 

4,816 

6,018 

1,898 

2.048 

23 586 

29,599 

152,239 

193,121 


18. PROVISIONS AND 
CONTINGENCIES 

Provision for Non Performing 
Assets (‘NPAs’) (net) 
(Wnte-back)/pro\ision on 
securities, net 
Provision for income-tax. 
current year 

Write-back ot provision for 
income-tax, prior years 
Provision Ini interest tax 
Provision for wealth tax 


19, CAPITAL ADEQUACY 
RATIOS (in per eent) 

Tier I capital 
Tier II lapilal 

Total capital 


70,143 3.488 

(5,225) 3.952 

20,200 50,610 

(21.800) 

6,214 4,606 

1,318 1,331 

70.8^0 M.987 


The above capital to risk assets ratios are determined on the 
basis oi circulars issued by the RBI 

20. PERCENTAGE OF NET NPAs TO NET 
ADVANCES 

The ratio of the net NPAs to net advances as at March 31. 
1999 IS 3 35 per cent (1998—9 3 per cent). 

21. BUSINESS RATIOS 

(a) Interest income as a percentage 

to working funds 11.61 10.22 

(b) Non-intercst income as a 

percentage to working funds 1.93 4.79 

(c) Operating profit as a 

percentage to working funds 1.91 2.44 

(d) Return on assets (net profit 

as a percentage to total assets) 0.33 1.71 

(e) Business (deposits plus 

advances) per employee 58,132 31,900 

(f) Profit per employee 306 781 


22. PRIOR YEAR COMPARATIVES 

Prior year figures have been reclassified, wherever necessary, 
to conform with cuirent year’s presentation. 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated ill the United Kingdom with Limited Liability) 


AUDITORS* REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have examined the Balance Sheet of Barclays Bank PLC - Indian Branches (‘the Bank’) as at 
March 31, 1999 and the related profit and loss account for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards and, accotdingly, included such 
tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances We have also obtained all the information and explanations which, to the best 
of our knowledge and belief, were necessary for the purposes of our examination and have found them 
to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 (‘the Banking 
Regulation Act’) and the provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section 
(5) of Section 227 of the Companies Act, 19^6 (‘the Companies Act’), the Bnancial statements are 
not required to be, and are not. diawn up in accordance with Schedule Vt to the Companies Act. The 
financial statements aie, therefore, drawn up in conformity with Forms A and B (revised) of the Third 
Schedule to the Banking Regulation Act. 

In our opinion, the accompanying financial statements give a true and fair view of the .state of affairs 
of the Bank as at March 31, 1999 and of its profit for the year then ended. 

Furthermore, in our opinion, 

(a) the transacuons of the Bank which have come to our notice have been within its powers: 

(b) th** balance sheet and the profit and loss account are in agreement with the boqks of account, 
have complied with the accounting standards referred to in sub-section (3C) of Section 211 of 
the Companies Act, insofar as they aie not inconsistent with the Banking Regulation Act and the 
method of accounting prescribed by the Reserve Bank of India, and give Uk information required 
by the Companies Act, in the manner so required for banking companies; and 

(c) the Bank has maintained proper bonks of account as required by law insofar as appears from our 
examination of those books. 


Arthur Andersen & Associates 
Chartered Accountants 


Sd/- 

Muanbai Narayan K Seshadri 

JuM 29, 1999 Partner 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 
(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


BALANCE SHEET AS AT 31ST MARCH, 1999 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH. 1999 

(OOO's omitted) 

(000‘s omitted) 



As on 

As on 



Year 

Year 



31.03.1999 

31 03 1998 



Ended 

Ended 

SCHEDULE 

Rupees 

Rupees 

SCHEDULE 

31.03.1999 

31 03 1998 



i 




Repccs 

Rupees 

CAPITAL AND LIABILITIES 

1 


1. INCOME 


Mi 


Capital 

1 

886.199 

886,199 

Interest earned 

13 


976.558 

Reserves and Surplus 

2 

146,145 

512,525 

Other Income 

14 


(181.217) 

Deposits 

3 

2,469,727 

1.191,899 

lOTAL... 


745,282 

795341 

Borrowings 

4 

.1.255.842 

5,146.260 

11. EXPENDITURE 




Other Liabilities and 




Interest Expended 

15 

465,778 

380.729 

Provisions 

5 

108,350 

248,305 

Operating Expenses 

16 

117,795 

1(11.911 

TOTAL... 


6,866,463 

7,985,188 

Provisions and 








Contingencies 


420,689 

290,902 

ASSETS 




TOTAL... 


WESSEmm 

779308 


Cash & Balances with 




iii.PROFrr/i.o$s 



Reserve Bank of India 

6 

319,313 

243,575 

Net Profit/(Loss) 



Balances with Banks and 




for the year 

(258.980) 

15,733 

Money at Call and 




Profil/(Loss) 



Short Notice 

7 

432,284 

221.833 

brought forward 

363,250 

350.667 

Investments 

8 

1,501,916 

1,845,259 

TOTAL... 

'"i(hU70 

346,400 

Advances 

9 

4.192,568 

5,087,395 



. 




Fixed Assets 

10 

63,511 

74,006 

IV. APPROPRIATIONS 



Other Assets 

11 

356.871 

513,170 

Transfer to Statutory Reserves 
Remitted to Head Office 

107,200 

3,150 

TOTAL... 


6346343 

7,985,188 

Transferred to Govt./IVoposed 





- - — - — — 


Dividend 

Balance Carried over to 



Contingent Liaoilities 

12 

6,721,634 

10,666,771 

Balance Sheet 

(2,930) 

363,250 

Bills for Collection 


260,790 

811,802 

TOTAL... 

104,270 

MSZSI 

Notes to Accounts 

17 



Notes to Accounts 17 


m 


Notes and schedules to the accounts form an integral part of 

Notes and schedules to the accounts form an integral part of Profit 

Balance Sheet 

and Loss Account 

As Per Our Report of Even Date Attached 


For P. C. HANSOTIA CO. 

For THE SAKURA BANK, LIMITED 

Chartered Accountants 

Sd/- 

Sd/- 

A.FURUTA 

N. P. SARDA 

General Manafier 

Partner 

A 


Chief Executive Officer in India 

Mumbai 

Dated lune 30. 1999 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 
(Incorporated in Japan with Umited Liability) 

INDIAN BRANCHES 


SCHEDULES TO BALANCE SHEET 


(OOO’s oimtied) 

((XlO’s omitted) 


As on 

As on 


As on 

As on 


31A3.1999 

31 03 1998 


31.03.1999 

31 03 1998 


Rupees 

Rupees 


Rupees 

Rupees 

SCHEDULE 1 - CAPITAL 



SCHEDULE 5 - OTHER 



Capital Remitted by Head Off<>;e 



LIABILITIES A PROVISIONS 



Unremitled Profit 

Head Office Blocked Amount 
Nominal Value of Securities 

177,478 

94,676 

177,478 

94,676 

I, Bills Payable 

II Inter-Office Adjustments (net) 
III. Interest Accrued 

7.398 

40,463 

88,684 

35,951 

Deposited with the Reserve 

Bank of India under 

Section 11(2) of the Banking 



IV Others (including 

Provisions) 

60.489 

123,670 

Regulation Act. 1949 



TOTALd.ll. Ill AIV) 

loiisi) 

248.305 

Current year 176,000 

Pieviousyear 198^)00 



SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 



TOTAL . 

886,199 

886.199 



SCHEDULE 2- RESERVES & 



BANK OF INDIA 



SURPLUS 



I Cash in hand 



I Statutory Reserves 



(including foreign 



Opening Balance 

149.275 

146,125 

currency notes) 

3.967 

5,838 

Additions dunng the year 

- 

3,150 

11 Balances with Reserve 




149,275 

149,275 

Bank of India 



II Balance in Profit & 



i) In Current Accounts 

115,346 

237.737 

Loss Account 

(2.930) 

363,250 

ii) In Other Accounts 

- 

- 

TOTAL (I & 11) 

146345 

512,525 

TOTAL (I A II) 

319313 

243,57^ 

SCHEDULE 3 - DEPOSITS 

1. Demand Deposits 

69 

43 

SCHEDULE 7 - BALANCES 
WITH BANKS AND MONEY AT 



i) Prom Banks 

CALL AND SHORT NOTICE 



ii) From Others 

903,853 

768,929 



II Saving Bank Deposits 

109,409 

100,813 

I. In India 




i) Balance with Banks 



III Term Deposits 



a) In Current Accounts 

466 

9,ol6 

i) From Banks 

1,000,000 

- 

b) In other Deposit 


ii) From Others 

456.396 

322,114 

Accounts (SIDBI) 

270,000 

210,000 

TOTAL (1, n & HI).. 

2,469/727 

1.191,899 

II) Money at Call and 




Short Notice 



SCHEDULE 4 - BORROWINGS 



a) With Banks 

150,000 

- 



b) With Other Institutions 

— 


I. Borrowings in India: 



TOTAL (i and ii) 

— 


i) Reserve Bank of India 

42 


420,466 

219,616 

ii) Other Banks 
iit) Other Institutions A 

710,000 

604.335 

11. Outside India 



Agencies 



i) In Current Accounts 

11,818 

2,217 


4.541.925 

It) In'other Deposit Accounts 

' _ 


11. Borrowings outside India 

2,545.800 

111 ) Money at Call and 



TOTAL (I AH).. 

33SS342 

5.146.260 

Short Nonce 


- 




TOTAL ( 1 . II and iii) 

11,818 

2.217 

Secured borrowings included 





in I and H above - Rs. Nil 



GRAND TOTAL (I All)... 

432,284 

22ljB33 





. 

_ 
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THE SAKURA BANK, LIMTIED 

(Fonnerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 
(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO BALANCE SHEET 


■ ' 1 

(OOO’s omitted) 

(OOO’s omitted) 


Aa on 

As on 


Asm 

As on 


31.03.1999 

31 03 1998 


31.03.1999 

31.03.1998 


Rupees 

Rupees 


Rupees 

Rupees 

SCHEDULE 8 - INVESTMENTS 
I. Investments in India in. 



SCHEmJLE 10 -• FIXED ASSETS 

I. Premises. 

At cost as on 3ist March of 
the preceding year 

Adchtions during the year 
Deductions during the year 
Depreciation to date 



I) Government Secunties 
ii) Other Approved Secunties 
lii) Shares 

iv) Debentures and Bonds 

v) Subsidiaries and/or 
joint ventures 

1.273.383 

2,108 

226,42S 

1,766,231 

2,108 

76,920 

48.038 

(24,8.34) 

48,038 

(22.903) 

vi) Commercial Paper 


- 

TOTAL . 

23.204 

25.135 

Gross Investments 

Less: Depieaaiicm on Investments 
Net Investments 

1,501,916 

T.'5oY.916 

1.845.259 

1.845.'25'9' 

11. Other Fixed Assets (including 
Furniture A Fixti|res)- 
At cost as on 31st Much of 



11 Investments Outside India 

- 

- 

the preceding year 

Additions dunng the year 

87.900 

3,258 

79,341 

8,718 

GRAND TOTAL (I &IIJ... 

1,501^16 

1.845,259 

Deductions during the year 
Depreciation to date 

(.388) 

(50.463) 

(159) 

(39,029) 




SCHEDULE 9 - ADVANCES 

A. i) Bills purchased and 
discounted 



TOTAL . 

■EKI 

48.871 

776,751 

1.111,012 

GRANDTOTAL(I&ll) . 

63411 

74,006 

ii) Cash credits, overdrafts and 




loans repayable on demand 

2,455,203 

2,911.543 

SCHEDULE 11 - OTHER ASSETS 



111 ) Term Loans 

960,614 

1,064,840 



TOTAL 

"fl92368 

5^^395 

I Inter-ofAce adjustments (net) 

68.782 

128,572 

11 Interest accrued 

122,043 

146,264 

B I) Secured by tangible assets 

It) Covered by Bank/ 
Government Guarantees 

III) Unsecured 

2,424,353 

1,768,215 

3,297,527 

1,789,868 

III. Tax paid in advance/tax 
deducted at source 

IV. Stationery and stamps 

V Non-Banking assets acquired 
in satisfaction of claims 



TOTAL.. 

4,192.568 

5,087^95 

VI Others 

166.046 

238.284 

C. 1. Advances in India 



TOTAL .. 

356471 

513.120 

i) Prionty Sectors 

1.092.097 

1.610.021 




ii) Public Sector 

- 

- 

SCHEDULE 12 - CONTINGENT 



III) Banks 

- 


LIABILITIES 



IV) Others 

3,100.471 

3,477,374 



TOTAL 

4T92'568 

5.1/87,395 

I. Claims against the bank not 
acknowledged as debts 

24,300. 


C. II. Advances Outside India. 

1 ) Due from Bunks 
ii) Due from Others- 



II. Liability for partly paid uivestment 
QI. LubUity on account of outstanding 

— 

• 



forward exchange contracts 

IV. Guarantees given on behalf 

2.962.096 

6404,020 

a) Bills purchased 



of constituents 

2.345.745 

1.938.934 

and discounted 

b) Syndicated Loans 

c) Others 

- 

- 

V. Acceptances, endorsements 
and other obligations 

1.389,493 

2.223,817 

“ 


VL Other items for which the hank 



TOrAL . 

- 

- 

is conUngentiy liable 



GRAND TOTAL (C.I A C.II) 

4,192,568 

5.087.395 

TOTAL (1.11,111, IV. V A VI) 

6,721434 

10.666.771 
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THE SAKURA BANK, LIMITED 


(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 



(Incorporated in Japan with Limited Liability) 





INDIAN BRANCHES 



SCHEDULES TO PROFIT AND LOSS ACCOUNT 

lOOO’s omitted) 

(OOO's omitted) i 


Year Ended 

Year Ended 


Year Ended 

Year Ended j 



31 03 1998 


31.63.1999 

31.03.1998 


Rupees 

Rupees 


Rupees 

Rupees 

SCHEDULE 13-INTEREST 



SCHEDULE 16 - OPERATING 



EARNED 



EXPENSES 



1 Interrst/discount on 






advances/biUs 

696,834 

771.286 

I Payments to and 



II Income on investments 

III Interest on balances with 

161,069 

168,297 

provisions for 
employees 

34,114 

27.938 

Reserve Bank of India and 
otho' Inter-bank funds 

73.498 





IV Others 

l,6S4 

■Wg 

II. Rent, taxes and 



TOTAL 

933.055 


lighting 

43,577 

37.308 

SCHEDULE 14-OTHER INCOME 

I Commission, exchange 
and brokerage 

II Profit on redemption of 

.‘i7,397 

.53.221 

III Printing and 
stationery 

2,267 

2.216 

Commercial Paper 

Less Loss on sale of 



IV Adveitisement and 
publicity 

49 

143 

investments 





III Profit on revaluation 






of investments 

- 


V Depreciation on 



Less- Loss on revaluation 



bank's property 

13,708 

15,534 

of investments 

- 




IV. Proru on sale of land. 






buildings & other assets 

(15) 

14 

VI. Directors’ fees. 



Less. Loss on sale of land. 


allowances A 



buildings and other assets 



expenses 

22 

11 

V. Profit on exchange 






transactions (Net) 

Less; Loss on exchange 


- 

VII, Auditors’ fees and 



transacbon 

(245,676) 

(292.925) 

expenses 

400 

300 

VI Income earned'by way of 






dividends, etc. from subsidiaries/ 
companies and/or joint ventures 
abroad/in India 



VIII. Law charges 

235 

21 

Vn. Miscellaneous income 

521 

58,473 

IX. Postages, telegrams 
telephones, etc. 



TOTAL.. 

(187,773) 

(181,217) 

4,663 

4.100 

Note: Under items II to V of Schedule 14 
loss figures may be shown m brackets 



X. Repairs 

3,563 

3,355 

SCHEDULE 15- INTEREST 
EXPENDED 



XI. Insurance 



I. Interest on deposits 

II. Interest on Reserve Bank of 

146,123 

46,102 

1.847 

1,580 


India/inter-bank boirowings 

319,618 

334,623 

XU. Other expenditure 

13,350 

15,471 

in. Others 

37 

4 




TOTAL... 

465,778 

380,729 

TOTAL... 

117,795 

107.977 
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THE SAKURA BANK, LIMITED 

(Formerly known ns THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Im orporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17 - NOTES TO ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1999 

I. PRINCIPAL ACCUtlNTlNf: POLICIES 

1 General 

The acconipiinying financial siatements have been prepared on hisinncal cost bani and m accordance with the generally accepted accounDng pnnciplef 
and the slalutnry provisions and practices prevailing in the country 

2 (a) Revenue Rerognltion 

Income and Expenditure i\ accounted on accrual basis rxcepi payment of Taxes referred to in 2(b>(i) hereunder which are accounted on cash baau 
(bt Net Profit 

The net piofit disclosed in the Profit and Loss Accoun' is after 

I Payment for interest incoine and wealth tax The relund of Income tax & interest tax is credited to Profit and Loss Account in the year of completion 
of assessment under Section 143(1) of the Income Tax Art. I%l 

II Provisions for doubtful advances 

III Other usual and necessary provisions 

(c) Head Office Administralivc Expenses 

Head Office Administrative expenditure is claimed lor lax purposes but not debited to Profit and Loss Account 

3 Transactions Involving Foreign Exchange 

I Monetary assets and liabilities are translated at exchange rates presenbed by Foreign Exchange Dealen Association of India (FEDAI) Profits and 
kisses arising from such translations are included in the Profit and laxu Account 

II Income and Expenditure ttems are translated at exchange rates prevalent on the dale of the transaction 

III Outstanding forward contracts are translated at exchange rates noofied by FEDAI and the resulting profits or losses are included in the Profit and lams 
Account 

IV ('ontingent Liabilities are disclosed as under 

a) Outstanding forward Exchange contracts at the exchange rales prescribed by FEDAI 

b) Guarantees and Letters of Credit at the exchange rates prevailing at the close of the years 

4 Investment 

Invesunents are classified into “Pernumcnl” and “Current" as per Reserve Rank of India guidelines Permanent investments include secunoes intended 
to be held on long term basis or till maluniy Investments are valued os per guidelines laiJ down by Reserve Bank of India os under 

I Permanent investments are valued at i ost 

II Current investments have been valued at lower of cost or market value, scrip wise under each category and the depreciation/appreciation in each 
category lias been aggregated in each category Net depreciauon, if any, is prided for and net appreciauon, if soy, is ignored For the purpose of 
consKlenng the market value. Slock Exchange quotations wherever available have been taken and where the lovesimenis ore not quoted on the Stock 
Exchange, the same have been valued ax per the norms laid down by Reserve Bonk of India as under 

(a) Govt SecuntiesfPublw .Sector Undeitaking Bonds - Valued «i yield b> maiunty (YTM) basis 

(b) Treasury Bills - Valued at carrying cost 

5 Advances 

I Provisions for Non Performing Advances is made on an appraisal by the management which also lakes into nccooni the Reserve Bank of Indis Guutehnes 

II Interest on Non Performing Advances is nix recognised ui Profit and Loss Account until received 

III Advances are stated net of hills of exchange rediscounted and provisiont in respect of Non Performing Advances 
d Fixed Assets ft Depredation 

I Fixed assets are stated at hisluncal cost leas depreciation 

II Fued Assets are ilepreciaied on the Reducing Balance method at rales determined by the Monageroenu which are higher than those presenbed m 
.Schedule XIV of the Tompanirs Act, I9S6 except for computers for which the rale used is 3b 9% 

til Depreaation on assets acquired during (hr year is provided on pro rata basis from the month of addition No depreciation is provided on assets sdd 
dunng the vear 

IV The expenditure incurred for addiuon/modificauon to leased/trnanied prenuses are capitalised and the depreciation, on the same, is provided ns 
menuoiied in (ii) above In the year of expiry of the lease/lenancy the wntten down value of the assets are nilly depreciateiVwntien off 

7 Staff Benefits 

I Gratuity and .Simrannuation Benefits 

The Bank hat Group Gratuity Scheme with Life Insurance Corporation of India in respect of gratuity for all employees other than expainsle 
employees and s Employees' Group Superannuation Scheme for providing pension benefits to its officers, other than expatnotr officers 
u The amount of bimus payable to lU employes as per Payment of Bonus AcL 1965 and ex-grotis it fully provided for and chargeo to the Pnfil and 
Loss Account 

a NOTES FORMING PART OF THE ACCOUNTS; 

I Fixed assets do not include assets received at no coat from the Head Office 


2 Business RaOos 

(I) Capital Adequate Ratio - Tier I Capital 10 29% 

(ii) Capital Adequacy Rauo - Tier II Cental 

(til) Interest income as a percentage to working funds 1159% 

tiv) Non mteiest income as a percentage to w^ing fui .s -2 71% 

(V) Operating Profil/(Lass) as a percentage to working funds 2 36% 

(vi) Returns on ssseu -3 35% 

(vii) Business per employee Rs Thousands 64,060 

(viit) Profit per employee Rs Thousands -2,490 


The Capital ui Risk Asset Ratio of the Bank has been arrived at on the basis of the guidelines/direcuves issued by the RBI 
1 The peicentage of net NPAs to net advances at the year end n 12 59% (P Y 3 61%) 

4 Provisions and Coatmgencies include 




(Ks in Thenuaiub) 



31ft3.i999 

31J>3.1MB 

0) 

Provision for Non Performmg Advances 

282.061 

117.334 

(III 

Depteciatioo on Investments 

. .. 

- 

(III) 

Paymei trf Income-ux for Cuirent Year 

115,522 

156320 

(IV) 

Pasrment of Income-tax fur Previous year 

88 

4,633 

(V) 

Payment of Interest tax 

3.018 

12,393 


Totals 


^90j9M 
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THE SAKURA BANK, LIMITED 

(Fonnerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17 > NOTES TO ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1999 
n. Nons FORMING FART OF THE ACCOUNTS - CoMrf... 

S Af lequind^ the Aocmintiiig Slandanl - 6 on Depncunon Accounung and Accoununi Standard -10 on Accounung at Fiaed Aiaeii, inuad by die 
Imtitnte of Cnartefed Accountaoti of India, the delaik are diuloMd u under 

(Us in Thotaands) 


Particulais 


Gnm 



_PeDrednttoii_ 



As at AddiUons Deducliona 
31.3.98 

As at 

31 3 99 

Upto 
313 98 

Wnte Bad! of 
Depo on Asset Sold 

For the 
Year 

Upto 
313 99 

As at 

31399 

Aset 

31.3.98 

Bnildmg 

48038 



48038 


- 

1930 

24834 

23204 

2S13S 

Equipmeal 


2732 

388 

.14234 


343 

8963 

34428 

19806 

26082 



S26 

- 

36.136 

13221 

- 

2814 

1603S 

20S01 

22789 

1 Total-. 

133938 


388 

1388W 

61933 

343 

U7B7 

7S297 

63811 

irai 


6 The accounting of Foreign Exchange traniactions lefecred to ui Pnncipai Accounting Policy 1(3) w as per FEOAl guidelinea which do not conlinn lo 
Accounting Standard 11 “Accounung liar the Effect of Changei in Fonign Exchange Ratef" mued by the InxUlute of Chartered Acconnlanti of Indu 
and the diacloaufe requirements under the said Standard 

7 The bank has not ma^ provtiion for encashment of leave on reurement in accordance with the Accounting Standard • IS of the Insuinie of Chanered 
Accountants of India on “Accounung for Retirement Benefit in the Fmancul Statement of Employeri” The quantum of accumulated leave benefit has 
not been ascertained 

8 Previous yean’ figures have been rr-grouped/re-HTanged, wherever necesaary 

9 All cnucal hardware and software in die Bank are Y2K compliant Contingency plan fbr the same is ready and tested Y2K coal far the Bwk in Inrha is 
insigmficant 


As per our Report of Even Dair atiacned 


ForF. C. BANSOTTA ft CO. 
Chartmd Acrountaiits 
Sd/. 

N. F. SARDA 
Parmer 

Mumbai 


For TBE SAKURA BANE. UMmD 


Sdf- 

AFVRUTA 
General Manager A 
CAie /Executive Ojjker In India 


Paled. June 30.1999 _ 

Auditors’ Report on the Indian Branches of The Sakura Bank, Limited 
under Section 30 of the Banking Regulation Act, 1949 

We have audited the altached Balance .Sheet oi the Indian hnuichea of The Sakwn Bank, L i m it ed (Jarmertv The Maaa Teiyo Kobe Bank. Lunaed) m on Mareh 31, 
1999 and also die annexed Piofn and Lon Account for the year ended on that date 
We repnrl dial- 

a The Balance Sheet and die ftofii and Um Account have been dnwn up in accordance with the provincmi of Section 29 of the Banking Regulauon Act, 1949 
read with the pniviuons of Secoon 211 of the Conpaniei Act, I9S6 

b We have obtamed ail dre infonnauoo and exptanauons which, to die bret of our knowledge and befarf, wen necessaiy far the purpose of oar eudit and heve 
found them u> be lansfaciory 

c The itrenerfinne wUefa Mve come to our tuitiee, have been, in our opmiun, generally witfaw the powm of the Indian bemches of itae Buk. 
d. in ear opimon, p roper books of accounu m required by law have been kqn by ihe Inftan bcanclKt of the Bank ao far m appean ftem trer enan da sdoa of 
fteae books naunained and produced to us m buha. 

e The Balame Sheet and Profit and Loss Account of the Imfaan bianchea of die Bank deah wnh by thii n^ort are ui agreement with the hooka of aoooaMl 

f la nm opiaion, the Balance -ah»»r sad the Profit and Loaa Accouai dealt wnh by this report are in compliance with the Accounting Siandardi refarred lo 

la Secdoe 21 l(3C) of the Conquaiea Act, I9S6, insofar as they apply lo l»aka, except that la respect of valuadoo of forward exchange conliacia, gadeBnea 
issued by the Foreign Exchange Dealer’s Asaoctadon of India and approved by the Reserve Bank of India have been followed 
g We draw atteanen to Note no 9 of Schedufa 17 with i^srd to Year 2000 (Y2K) problems aiaung dial the ■nanagrment have already lakenfare ia die pr oceaa 
of —i"-g aacesarey steps ’o malre the vreious ayatema that are in uie by die Indian bianchea of die Bank, Year 2000 compliaat It may be aoied dun the audil 
IS not l■^^»l^^« t or p erfanna d to iftaufy or detect proUema dial may result from computer hardware, software or other autornalad processes, iaabildy 

to pinpatly proceaa data which includes iaauea, laienial aedAir exietiial, related to Year 2000 
h In oar epinloa, and to the beat of our infonaauoo ana accoidiag lo die explsnalions given to us, aubiect lo 

Note BO 7 of Schedule 17 re^mhag non-proviaian of leave encmiunem lisbibiy u raqaaed by Accounung Standard IS on “Accoundng fbr Redremeai Banailia 
in dteflaMdal of dre EmptoyBr" laiu nd by laadiuie of Chartered Aocouaaaats it laiba The quannim of accumulated leave benefit has aot been 

aaoartsiBed by the twtiMi bran ches of die Bank, 

the — r SMet rred Ptofii and Loss Accouai, read together with ihe nates thereon, give the laformanon required by the Cl>mpanle^ Act, I9S6 in the manner 

so r eq ui red fbr baaknig aad on such basis, give a true and fair view 

L ia the cane of the Balance Sheet, of the sum of afbara of dir Indian braachm of the Bank m on March 31, 1999, and 
h re ftd cme of dre faofit aad Lore Accouai, of the loat of the hiban bnuuhes of dre Bank for the year ended on that dair 


DidBd: taK 30, 1999 


Bv P. C. HANSOTIA ft CO. 
Chartered Ai imMiMll 
Sdf- 

N. P. SARDA 
Parmer 
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m Dcotichc Buk kG - India Branchci 
Incotpofaied in Germany with limned lidntny 


BALANCE SHEET AS ON .11 MARCH 1999 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
31 MARCH 1999 


la thousands of Indian rupees 

As on 

As on 

In thousands of Indian rupaes 

Year ended 

Year ended 


Schedule 

31 0199 

tl 0198 


Schedule 

31 03.99 

31 03.98 

CAPITAL AND UABILITIES 



INCOME 




Capital 

(I) 

2.921.329 

2,921.329 

Interest earned 

(13) 

4.326,744 

4,043,740 





Other income 

(14) 

1.122,688 

1,587,941 

Reserves and surplus 

(2) 

1.997.460 

2.589.0.16 



. 







Total 

5449432 

5431411 

Deposits 

(3) 

21.283.4.18 

20 249,887 





Borrowmgs 

(4) 

14,783.49.1 

4,062,661 









EXPENDITURE 




Other ludiihties and 








provisions 

(1) 

3.511.894 

2,903,710 

Interest expended 

(15) 

2.131.557 

1,851,089 




— 

Operating expenses 

(16) 

1.522,564 

1,107.630 


Total 

44421,6.16 

32.728,625 

Provisions and 








contingencies 

(17) 

1,499,426 

1,499.855 






Total 

5,153447 

4,458474 

ASSETS 








Cash and balances with 








Reserve Bank of India 

(6) 

1.711,887 

1 680,461 

rROriT 




AHlHiirdkR With kiinIrR m*' 




Net profit fur the year 


49.5,885 

1.17.1.107 

money at call and 




Profit brought forward 


1.622,943 

840.4.57 

short notice 

(7) 

6.047.792 

1,129,086 










Total 

2.118428 

2413464 

Investments 

(8) 

16.662.629 

10.583.645 





Advances 

(9) 

16,351.377 

16.433.499 

APPROPRIATIONS 




Fixed assets 

(10) 

1,313.022 

1.322,452 

Ttansfer to statutory 








reserve 


99,177 

234.621 

Other Bsseu 

(ID 

2,432,929 

1,579.482 

Transfer to contingeney 







- *«• — - 

reierve 


46,000 

156.000 


Total 

44421436 

32,728,625 

Renutlance to HO dining 








the year 


1.087,461 

- 





Balance earned over to the 




(^mdingent liabllilka 

(12) 

119,567.724 

127,922,243 

balance sheet 


886,190 

1,622.943 


Total 

2.1II42S 

2413464 

Bills for collection 


7,598.591 

4,720.000 






Note* 


(18) 


Note* 


(18) 


Schedules refetied to herem fonn an integral jiart of the balance sheet and profit R loss account 


As per report of even dale 

For Bharat S Raul R Co. 
Chartered Accmmunts 


Rx DEUTSCHE BANK AC 
India Brunches 


Sdl- 

BALAJl SWAMINATHAN 
Pattner 


Sd/- Sd/- 

JAVAD SHIRAZl RAJESH PRABHU 

Regional Countiy Head - India, Pakistan JauM Controller - India 

R Sn Lanka 


Mumbnl 291 me 1999 
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CZI Deulwhe Bank AG > India Branchn 
iDCOiporated in Germany with limited liability 


SCHEDULES PORMING PART OP THE BALANCE SHEET AS ON 31 MARCH 1»* 


In thousands of Indian rupees 

As on 

31 03 99 

As on 

31 03 98 

In thousands of Indian rupees 

As on 

31 03 99 

As on 

31 03 98 

Schedule 1-Capital 



Sdiedole d-Borrawings 



Amount of deposit with 

Keierve Bank of India 
under section 11 (2) of 
the Banking Regulation 

Act, 1949 



1 

Borrowings la India 

a Other banks 
b Other institutions uid 

12 484,173 

3,589.802 

600.000 

350,000 


agenpics 

1 673,300 

122,222 

Head Office Pnnd Accaunt 

(including start up capital of 

Rs 2 0 million and remittances 
from Head Office) 

Opening balance 

Additions during the year 

2,923,329 

2,923,329 

2 

Borrowings outside India 

14 157.473 

626.022 

3.712.024 

350,639 


Total 

14,783,498 

4462463 


2.923.329 

2,923,329 





Schedule 2 - Reserves 

and surplus 

1 Statutory reserve 

Opening balance 

Additions dunng the year 

522.621 
99,177 

288.000 

234.621 

Schedule 8 - Other IlnbllUlcs 
and provtoions 

1 Bills payable 

2 Inter-office adjustments 
branches in India (net) 

3 Due to Head Office 

4 Intereat accrued 

513,571 

96,251 

602,194 

827,615 

1 494.263 

138 857 

12,475 

1,303,478 

814.385 

414,515 

• 

621.798 

522.621 

9 

uoiers ^inciuaing proviaionsr 

2 Capital reserve 

2,472 

2,472 


Total 

3433494 

3,9«3,718 

3 Contingency reserve 

Opening balance 

Additions dunng the yeai 

44I.00U 

46.000 

285,000 

156.000 

Schedule 6 - Cnah and bobuicea 

wlA the Reserve Bank 
of India 




487,000 

441.000 

1 

Cash in hand (including foreign 
cuneney notes) 

Balances with Reserve 

Bank of India 



4 Balance In Pridil and Loos 
account 

886,190 

1.622.943 

2 

25,894 

21418 

Total 

ijmAM 

2489436 


a in cunent account 

I 687,993 

1.658.843 





Total 

1.713487 

1480461 

Schedule 3 - Depooits 





1 


1. i) Demand deposits 
a. From banks 
b From others 

17,996 

9.546,183 

23,119 
5.744 170 

Schedule 7 - Balances with banks 
nnd meney at call 
and abort notice 



* 

9,564.179 

5.767,2S9 

I 

Id India 



H) 8avti«ibankdcpooltt 

IH) Tmi deposits 
a Film banks 

b Pnm others 

812,143 

10,907,(36 

6(X),29S 

13.882.303 

2 

1 ) Balances with banks 
a In current accounts 

b In deposit accounts 

Outaldc India 

Balances with bonks 
a In ennent accounts 
b In other deposit accounu 
c Money at ^1 and short 

497.586 

50,000 

113,146 


10,907.136 

13,882,303 


298,9^0 

723,676 

225.122 

67.142 

Total 

31483468 

204494*7 


5 201,2.56 






2 Deposits of bvaneboB fas ladia 

21483,488 

20449487 


Total 

6447,792 

1,129486 



. 
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Dralaebt Bank AC - India BnwcJica 
Incnrporaird in Cicrmany with limiied liabiiilv 


SCHEDULES PORMINC PART OF THE BALANCE SHEET AS ON 31 MARCH I99« 


In thousands of Indian rupees 


Schedule H - Investments 

Investments in India in 

1 CnvemiiKnl securities 
3 Other approved secunlies 

3 Shores - fully paid 

4 Dehcniures and bands 

5 Associates 

6 Others 

Less Provision fiii ditnunitiun 
in value 


Total 


Schedule 4 - Advances 


1. 0 Bills purchased and 

discounted 

b Cash credits, nvcidrafts 
and loans repayabl'* on 
demand 

c Term loans 

Total 

2. a Secured by tangible assets 

b Covered by Bank/ 

Government guarantees 
c Unsecured 

Total 

3. Advances m India 
a Pnonty sector 

(including export finance' 
b Public sector 
c Banks 
d Oihris 

Total 

Non Performing Advancee (net) 
a« a % of Total Advances (net), 
daaeifled aa per the RBI guldelinca 

Schedule 10 - Fixed assets 

1 Premises 

a Cost as at 31 Match 

b Additions dunng the year 

c Deductions dunng the year 
d Dcyreciaiion to date 


As on 
31 03 99 


9,160,611 
380 
239.406 
6.885,104 
3.(VKl 
442 511 

168.1871 

16.602,629 


1,571,898 

7,851,464 

6,928,015 

16,351377 

9 831.922 

2.397,280 

4.122.175 

16351377 


4,589,301 


16,209 

11,745.866 

16357377 


1.28% 


I 178,759 
9.424 

(133.193) 

1,054,990 


.As on 
i! 03 98 


7 033.937 
380 
240,437 
t.026.372 
3,000 
132,001 

(52.482) 

10383,645 


1,650 415 

6 932,667 
7.850.417 

16,433399 

9,872.108 

1.720,817 
2 840,574 

16333399 

4 190,165 

27 
302 
! 2.24.1,005 

16,433399 


1.28% 


1,147.166 

31.593 

(99,905) 

1378354 


In thousands of Indtan rupees 


2 Other fixed assets 

a Cost as at 31 March 
b Addmofls dunng the year 
c Deduciinns dunng the year 
d Depreciation to date 


Total 


Schedule II - OOicr assets 

1 Interest accrued 

2 Tax paid in advance/tax 
deducted at source (net) 

3 Stationery and stamps 

4 Inter-nfTice adjustments 
branches in India (net) 

5 Others 


Total 


Schedule 12 - Contingent 
linbUltIcs 

1 Clnims against the banks not 
acknowledged as debts 
(including lax related 
matters) 

2 Liabilily on account of 
outstanding forward 
exchange contracts 

3 Guarantees given on behalf 
of customers 

a In India 
b Outside Indu 

4 Acceptances, endonements, 
and other ohligations 

5 Bills rediKoonied 

6 Other items 

- Swaps 

- Options 

- Repos 

- Others 

TolM 


As OB 

31 03 99 


534,020 

94,621 

(13.662) 

(376,947) 

258,032 

1313.928 


552.844 

711.198 

9.424 


1.159.463 


2332,929 


949,631 


81,208.431 


14.329.726 

4,160,077 

9,643.679 

90.433 

6.479332 

959,369 

,629,344 

117,802 

119367.724 


Aim 

31.03.98 


472,742 

83,688 

(4310) 

(310,422) 


243.598 


13223S2 


371,680 

539.6/1 

18.542 

649.639 

1379382 


S77.8S8 


89.220.701 


18,832,878 

4.387363 

ia6B4.117 

231.033 

2,021,289 

438,801 

959,133 

9,150 


127322343 




.1 U/MMirIt, liilv 1.1999 


































Dcatwbe Bank AG - India Branchet 
Incoipoiaied in Geimany with limited lubili^ 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 1W» 


In thousands of Indian rupees 

Year ended 
31 03 99 

Year ended 

31 03 98 

In thousands ot Indian rupees 

Year ended 

31 03 99 

Year ended 

31 03.98 

Schedule 13 - laterest earned 



Schedule 16 - Operating expenses 

■ 


1 

Interest/discounts on 



1 

Payments to and provisiom 

Hi 



advanccs/bills 

2.204.977 

2.598.189 


for employees 


181.946 

2 

Income on investments 

1.699,674 

1.204.819 

2 

Rent, taxes and lighting 


62,865 

3 

Interest on balances with 



3 

Printing and stationery 


22.046 


the Reserve Bank of India 



4 

Adveitisement and publicity 

3,724 

10.463 


and other inter-bank funds 

407.113 


5 

Depreciation on bank's 



4 

Others 

14,960 



property 

108,147 

111.009 




■■nil 

6 

Local Advisory Board 




Total 

4326,744 

4,043,740 


Members' fees, allowances 






", - 


and expenses 

I.OIl 

612 

Schedulff 14 - Other income 



7 

Auditors' fees and expenses 

700 

700 





8 

Law charges 

1.501 

65 

1 

Comnussion, exchange 



9 

Postage, Telegrams. 




and brokerage 

594.443 

766,251 


Telephones, etc 

47,178 

49.594 

2 

Profit (loss) on sale of 



10 

Repairs and maintenance 

51.644 

56,585 


investments (net) 

130,611 

262.004 

11 

Insurance 

110,153 


3 

Loss on sole of land. 



12 

Head Offiie charges 

506,858 

278,136 


buililing and other assets (net) 

546 

1,675 

13 

Other expenditure 

131,484 

114,149 

4 

Profit on exchai^e 




Total 

1322,564 

1,107330 


transactions (net) 

59a,40() 






5 

Miscellaneous income 

2,666 

WKm 

Schedule 17 - Provlalons and 








coDiingciicics 




Total 

1322388 

1387,941 









1 

Provision for loan loss 

175.055 

141.417 

Schedule IS - Interest expended 



2 

Provision for depreciation on 








investments 

16.871 

9.718 

1 

Interest on deposits 

1,307,428 

I.38I.2I1 

3 

Provision for 



2 

Interest on Reserve Bank of 




a Income tax 

1 065,000 

1,295.366 


India and inicr-bank borrowings 

7.50,295 

460,433 


b Interest tax 

40.000 

50,414 

3 

Others 

73,834 

9,441 


c Wealth tax 

2,500 

2,900 


Total 

2,131357 

1351,089 


Total 

1.499,426 

1,499355 










Schedule 18: Notes forming part of the financial statements of the Indian branches for the 

year ended 31 March 1999 


1. BASIS OF PREPARATION 

The financial statements of Deutsche Bank AG - India Branches (’the Bank*) are prepared under the historical cost convention, on an accrual 
basis of accounting (as modified by note 2(f) below) and conform with the statutory provision' and practices prevailing within the banking 
uidusiry in India 

2. PRINCIPAL ACCOUNTING rOUClBS , 

a. Traasactioiis iavrivlng fisniga cachangc 

i) Monetary assets and liabilities in foreign currency are translated at the balance sheet date at rttes notified by the Foreign Exchange 
Dealert Assodatioa of India ('PEDAr). except for certain foreign currency deposits which are swapped into Indian rupees at the 
spot cue prevailing on the datt of acceptance for a period not exceeding the maturity of the deposit The premium or discount on 
the swap ansing out of the difference in the exchange rate on the swap date and the matunty date of the underlying forward contract. 
IS amoftiaed over the period of tire swap Revenues and expenses are translated at rates prevailing on transaction date 

ii) Foreign currency swops are marked to maiket at FEDAI rates, where available, or at rates amved at by a straight hne extrapolation 
of FBDAl lates. The profit or hres on revaluation is rjcotded in the Profit and Loss Account 

iii) Foreign *«eh«w|ii contracts (other than die forwjrd leg of foreign currency deposit swaps) outstanding at the balance sheet date are 
revalued at rates notified by HBDAI and the resulting profit or loss is recorded in the Profit and Loss Account This is in accordance 
with RBI dreular no BP.BC.24/21.04.48/99 dated 30 March 1999, which requires bonks to follow FEDAI guidelines rather than 
Accounting Standred 11 prescribed by the Institute ol Chartered Accountanu of India 

iv) Contingent liabilities at the sheet dole on account of outstanding foreign exchange contrails ore reported at contracted rates 
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t£| Drulschc Bank AG - India Branches 
incotporatnl in Germany with limned liability 


b. Investments 

I) 'investments, which cover both dcht and equitv investments, ore classified a.s permanent securities and current securities in 
accordance with RBI guidelines 

Permanent secunties ore valued ai acquisition lost The premium or discount, if any. is amoitised over the remaining life of the 
secuniy Profit on sale or redemption (net of tax i nl permanent secunties is transferred to capital reserve while loss, if any, is charged 
to the Profit and Loss Account 

Current sccunties arc valued at lower of cost and inarkri value in compliance with RBI lequireipents except for Treasury Bills, 
Certificates of Deposit and Commercial Papci, which are valued ut cost Discount, if any, on the face value of Treasury Bills. 
Certificates of Deposit and Commercial Paper is amortised to maturity 
III Market value is determined in accordance with RBI circular DBOD No BP BC 28/21 04 048/98-99 dated 15 April 99 which sets 
out available market quotations/yicid to matin ii> 

III) Shares and debentures am valued in accordance with RBI circular DBOD No BP BC 28/21 04 048/98-99 dated IS A|uil 99 

IV) Repuahase and reverse repuahase transaction', are considered as separate sale and pua'hase eontracts. Commitments unrier these 
transactions are disclosed at contracted rates and tlie excess of contracted rates over market value is iccoided m the Profit and Loss Account 

c. Advances 

Doubtful advances ore identified by penixlic appraisals of the portloiio by manageineni and provisions are made which satisfy the 
prudential norms prescribed by the Reserve Bank of India tor income recognition, asset classification and provisioning The related 
interest on such doubtful advances for the yeai is reversed and not included in piofits until received Advances are slated after deduction 
of provisions and interest in suspense Ail provisions against doubtful advances are made on a gross basis with tax relief being accounted 
for sinly in the year of wnie-off 

d. Fixed assets a^ depreciation 

i) Fixed assets aie stated at histoncal cost less a, cumulated depreciation. 

II) No depieciation is provided in ihc month ol ,ale. 

ml Depieciation is calculated to write .iff the assets over their estimated useful lives on a siraight-line basis at the following rates 
AiSft Pfptet MiKHi mu 

Cost of tenancy nghts on Land bxtended period ot lease ueter note t) 


Cost of buildings and immovable impioveniciiis 

Other fixed assets 

2 Ilf 

■ 

Funiitute and office equipment 

I09f 

■ 

Vehicles 

IWH- 

■ 

EDP hardware 



Acquired prior to Januoiy 1998 

2WS 


Acquired subsequent to January 1998 

2<i<X 

■ 

KDP software 



c. Uerivatiye contracts 

The outstanding derivative contracts comprise Range Forwards and Options These ate fully hedged contracts and are recorded as 
contingencies at their underlying notional principal amount As these are fully hedged coniracis. tte profit or loss on these contracts 
IS recorded in the balance sheet under other assets and other liabiltiies to rrflqct the credit nsk on these transactions 

f. Income recognition 

I) Interest income is recognised in the profit and loss account on lut ac crual basis, excegi in the case of interest on i)on peifomung assets 
which IS recognised on receipt 

II) Fees and commission income is recognised when due, except for commission on guarantees and .'.cceptances which is recognised 
on receipt 

g. Net profit 

The net profit disclosed m the Profit and Loss Account is after accounting for, inter alia, provisions for taxes, doubtful advances and 
other necessary provisions 

h. Staff retiiement beneflli 

Provision for retirement benefits in respect of pension and gratuity funds is made based on independent actua^al valuations conducted 
by a qualified actuary 

3. FIXED ASSETS 

The Bank has acquired two buildings on land taken on lease from Bnhan Mumbai Municipal Corporation (‘BMC) These leases expiie 
10 Apni 2001 and September 2(X)4 respectively As advised by the Bank's solicitors, it is normal market practioe that these leases would 
get renewed at least toi another .10 years ^cct^ingly the Bank has amortised the leases over a period tp April 2bJI and September 2034 
respectively Had the Bank amortised the cost of au|uistnon of land and buildings and the related leasehold impravmiienu over the onpnai 
lease period, the not value of fixed assets and reserves would be lower by approximately Rs 192 million 

4. TAXA-nON 

The Bank provides for incpme taxes on a liability basis . ax liabilities pending assessment are shown under ‘claims not acknowledged as debts' 

5. CAHTAL ADEQUACY RA’nO 

The Bank's capital adequacy ratio, computed in accordance with the RBI guidelines, is os follows 


Year ended 

31 March 1999 

(in Rs OOO’s) 

31 March 1998 
(in Rs OOO’s) 

Tier 1 capital 

3,545,127 

3.429.423 

Tier il capital 

- 

- 

Total capital 

3,545,127 

3,4i9.423 

Total weighted assets and contingents 

Capful adequacy ratios 

.37,332,381 

35,392,879 

Tier I capital 

9.50% 

9 69% 

fiei 11 capital 

- 

, , 

Total capital 

9 50% 

9 69% 
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|£| DtuUeke Bank AG - India Brandm 
IncoiporatBd m Germany with limited lubilit) 


6. KE\ RATIOS 

As lequiicd by Reserve Bank of India vide circular mi BP BC 9/21 04 018/98. the following are the key ratios 


Year ended 

31 March 1999 

31 March 1998 

Net interest income m a percentage of working funds 

6 14» 

bSk*! 

Non-mterest income as a percentage of working funds 

170* 

4 62* 

Operating profit as a perccnlagr of working funds 
{Working funds it ei/ual to averagr monthly total aitrtil 

.4 58* 

7 77* 

Retiun on assets 

1 II* 

3 58* 

Cost income ratio 

43 28* 

29 39* 

Business per enqiloyee (in Rs OOO's) 

(Busmest means total of net advaniet and deposin) 

74.377 

67.433 

Profit per employee (in Rs OOO's) 

980 

2.156 


7. COMPARATIVE nCURES 

Certain comparative figures have been reclassified to conform to the current year's presentation 


Auditors* Report on the Financinl Statements of the Indian Branches of Deutsche Bank AG 
under Section 30 of the Banking Regulation Act, 1949. 

We have audited the balance sheet of the Indian Branche.s of Deutsche Bank AG ('DB' or ‘the Bank') (Deutsche Bank 
AG IS incorporated in Germany with limited liability) at 31 March 1999. and the related profit and loss account for 
the year then ended We have obtained all the information and explanation which, to the best of our knowledge and 
belief, were necessary for the (nirposes of our audit and have found them to be satisfactory 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of sub 
sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the financial 
statements are not required to be, and arc not drawn up, in accordance with Schedule VI of the Companies Act, 1956 
The financial statements are therefore drawn up in conformity with Forms A and B (revised) of the Third Schedule to 
the Banking Regulation Act, 1949. 

In our opimon the Kcompanying Balance Sheet and Profit and Loss Account comply with the Accounting Standards, 
referred to in sub section 3 (c) of seetton 211 of the Companies Act, 1956, to the extent applicable except for non- 
compliance with AS 11 as set out in note 2a (iii) to the financial statements 

In our opinion the financial statements give a tnic .inJ fair view of the state of affairs of the Bank at 31 March 1999 and of 
Its (MTofit for the year then ended 

We funhei report that. 

(a) the financial statements are in agreement with the books of account and give the informatior required by the Companies 
Act, 1956, in the manner so required for banking companies; 

(b) the Bank has maintained proper books of account as required by law insofar as appears from our examinauon of 
those books, 

(c) the retunu received from the branches of the Bank have been found to be adequate for the purposes of our audit; 
and 

(d) the transactions, which came to our notice, have beep within the powers of the Bank. 

For Bhasrat S Rant & Ox 
Chartered Accountants 

Sd/- 

Balkji Swaminathan 

Partnci 

Mumbai 
29 June 1999 
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TE] CREDIT LYONNAIS 

(Incorporated in France with limited liability) 

INDIAN BRANCHES 


(All amounts in thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 3!. I9V9 


1999 1998 



CAPITAL AND 

LIABILITIES 

Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 


376.492 376.492 

303.109 206.926 

7,713.116 6,727,783 
101,876 1,298.738 

549,700 706,263 

9,044,293 9,316.202 


ASSETS 

Cash and balances with 

Reserve Bank of India 6 439,370 413,491 

Balances with banks and 
money at call and 

short nonce 7 287,415 1,821.434 

Investments 8 & 17(c) 4,333,341 2,191,291 

Advances 9 & 17(d) 3.446,349 4,289.729 

Fixed assets 10 & 17(c) 26,196 28,122 

Other assets 11 511,622 572,136 


28,122 

572,136 


9,044.293 9,316,203 


Contingent liabiliues 12 61.564,845 82,671,160 


Bills for collection 


875,137 852,119 


The accompanying notes are an integral part of this statement 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1999 

NOTE 

1999 

1998 

INCOME 



Interest earned 13 

Other income 14 

1,250,219 

254,068 

1,157,880 

233,911 


1.504,287 

1.391,791 

EXPENDITURE 



Interest expended 15 

Operating expenses 16 

Provisions and 

contingencies 17(h) & 18(a) 

922,312 

162,754 

262,038 

795,702 

215,844 

435,302 


1,347,104 

1,446,848 

PROFIT 



Net profit/doss) for the year 
Profit brought forward 

157.183 

61,705 

(55,057) 

116,923 


218,888 

61,866 

APPROPRIATIONS 



Transfer to statutory reserve 
Remitted to head office 

Transfer to capital reserve 
Balance earned forward 

31,437 

61,000 

126,451 

161 

61.705 


218,888 

61.866 

The accompanying notes are an integral part of this statetnenL 


As per our attached report of even date 

Credit Lyonnais 
Indian Branches 

For M M. Nissim and Co 

Sd/- 

Chartered Accountants 

J Y Le Paulmier 


Chief Executive and 


Country Manager - India 

Sd/- 

Sdf- 

Samir R. Mehta 

Avinash Prabhu 

Partner 

Financial Controller 

Mumbai 

June 28. 1999 
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E] CREDIT LYONNAIS 

ISy (Incorporated in France with limited liability) 

INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH .?/. I9W 
(All amounts in thousands of Indian Rupees) 


1 CAPITAL 
Capital 

Renuttable profit retained 
for capital adequacy 

Deposit kept with the 
Reserve Bank of India under 
Secbon 11(2) ot the Banking 
Regulation Act, 1949 

2 Rl^ERVESANDSURPUJS 
Statutory reserve 

Opening balance 
Additions dunng the year 

Closing balance 

Capital reserve 
Opening balance 
Additions dunng the year 
Deductions dunng the year 
Closing balance 

Investment fluctuation reserve 
Opening balance 
Transferred from capital 
reserve 

Closing balance 

Balance in profit and 
loss account 


3 DEPC^ITS 
In India 

Demand deposits 
From banks 
From others 
Savings bank deposits 
Term depositt 
Fiom banks 
From others 


4 BORROWINGS 
In India 

Banks other than 
Reserve Bank of India 
Outside India 

Secured borrowings 
included above 


1999 

1998 

156,492 

156,492 

220.000 

22().0()0 

'376,492 

376.492 

195,000 

195,0(){) 

142,729 

142.729 

31,437 

- 

174,166 

142,729 

2.492 

2.331 

- 

163 

(2.492) 

(2) 

'() 

2.492 


303,109 


9,311 

522,997 

11,031 

2,128,500 

5,041,277 


7,713,116 


298 

101,578 


101,876 


61,705 

200,926 


3,458 

622,880 

7.034 


6,094,411 

6,727,783 


1 . 200,000 

98,738 


1,298,738 


5 OTHER LIABILrriES 
AND PROVISIONS 

Bills payable 

Inter office adjustments (net) 
Interest accrued 
Others (including net discount/ 
premium payable on foreign 
exchange transactions of 
Rs 31,286, and including 
provisions) 


CASH AND BALANCES 
WITH RESERVE BANK 
OF INDIA 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
In current account 


7 BAlJkNCES WITH BANKS 
AND MONEY AT CALL 
AND SHORT NOTICE 

In India 

Balances with banks 
In current accounts 
Outsiur India 

In current accounts 
Money at call and short 
notice 


8 INVESTMENTS 

Gross investments in India 
Less: Depreciation in the 
value of investments 

Net investments in India 

Net investments in India 
comp'ise; 

Govemiimnt securities 
Other approved secunnes 
Shares 

Debentures and bonds 
Others 


1999 

1998 

69.195 

4,006 

94.532 

38,387 

11,462 

198,060 

381,967 

458.355 

549.700 

706.263 

. ^ 9mSS 

84 

1,341 

439,286 

412,150 

439,370 

413,491 

209,698 

16,579 

77,717 

146,065 

- 

1,658,790 

287,415 

1.821,434 

4,451.604 

2,266,100 

(118,263) 

(74,809) 

4,333 341 

2,191,291 


3,161.101 1,916,245 

11,444 13,944 

45,950 

1,160,796 195,800 

19,352 

4,333,341 2 191,291 
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A] CREDIT LYONNAIS 

KUl (Incorporated in Prance with limited liability) 

- INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH SI. 1999 
(All amounts in thousands of Indian Rupees) 


9 ADVANCEvS 
(a) Bills purchased and 
discounted 

Cash credits, overdrafts 
and loans repayable 
on demand 
Term loans 


(b) Secured by tangible assets 
Covered by bank/ 
government guarantees 
Unsecured 


(c) Advances in India 
Pnonty sectors 
Others 


10 FIXED ASSETS 
Other than premises 
(including furnitures & 
fixtures) 

Cost - b^uining ot the year 
Additions during the year 
Deductions during the year 

Gross book value 
Depreciation to date 

Net book value 

11 OTHER ASSETS 
Interest accrued 
Others 


12 CONTINGENT 
LIABILITIES 
Claims against the bank 
not acknowledged as debts 
Liability on account of 
outstanding forward 
exchange contracu 
Guarantees given on 
behalf of constituents 
In India 
Outside India 
Acceptances, endorsemenis 
and other obligations 
Other Items for which the 
bank is contingently liable 


367.809 

2,059,368 

1.019.172 

3 . 4^349 

784*966 

894.393 

1,766.990 


295,420 

2,448.824 

1.545,485 

4.289,72'9 

2,~968.5'22 

632,784 

688.423 


3.446,349 4.289,729 


312,342 

3.134,007 

'3>46.349 


69,296 

8,776 

(8,829) 

69,243 

(43,047) 

*26,196 

148,580 

363,042 

■■5riT622 


638.280 

3,651,449 

'‘47289.7W 


60,896 
11,991 
(3,59 i) 
69,296 
{4Ln4) 

' 28,122 

104,907 

467,229 

172436 


53.681.933 75.362,161 


1.937,549 

663,893 


2,374,144 

367.862 


4,812,477 4.026,387 


462.993 


540.606 


61, 564,84 5 [ 8_2.67l[ .160 

Included in the outstanding forward exchange contracts are 
interest rate swaps and forward rate agreements bought/sold 
by the Indian branche.*,. 


13 INTEREST EARNED 
Interest/discount on 
advances/bills 
Income on investments 
Interest on balances with 
the Reserve Bank of India 
and other interbank funds 
Others 


14 OTHER INCOME 
Commission, exchange 
and brokerage 
Profit on sale of investments 
Loss on sale of investments 
Profit on sale of assets 
Loss on sale/charge off 
of assets 

Income on exchange 
transactions 
Miscellaneous income 


15 INTEREST EXPENDED 
Interest on deposits 
Interest on Reserve Bank 
of India/interbank 
borrowings 
Others 


16 OPERATING EXPENSES 
Payments to and provisions 
for employees 
Rent, taxes and lighting 
Printing and stationery 
Adverasement and pubbcity 
Depreciation on 
bank’s property 
Local advisory board 
members’ fees, 
allowances and expenses 
Auditors* fees and expenses 
Law chuges 
Postage', telegrams, 
telephones, etc. 

Repairs and mamteruuice 
Insurance 
Other expendihire, 
including head office 
expenses Rs 27,412 
(previous year Rs 24,151) 


1999 

1998 

836,241 

819,146 

319,198 

258,578 

94.78C 

64,975 

- 

15,181 

1,250,219 

1.157.880 

123,895 

95,397 

27,358 

25,229 

(26,346) 

(3.706) 

496 

73 

(347) 

(926) 

123,079 

110,142 < 

5,933 

7,702 

254,068 

233,911 j 

744,108 

1 

575,283 

109,527 

1 

162,542 

68,677 

57,877 

922.312 

795,702 

87,306 

91 282 

12,775 

13.221 

1,700 

2.117 

2,526 

2,424 

10,148 

11.213 

162 

110 

110 

105 

586 

429 

9.342 

10.625 

3,733 

3,367 

4.138 

4.306 

30,228 

76,645 

162.754 

215,844 
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Wl CREDIT LYONNAIS 

■SJli (Incorporated in I<iancc with limited liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH .H. m9 
_ (All amounts in thousands of Indian Rupees) 


17. SUMMARY OF SIGNIFICANT ACCOUNTINC; POLICIES 
(a) General 

The accompanying rinoncial siateinenu an; prepared under the hisiorital cost convention and lonloim to ilie generally accepted accounting 
pnnciples and lo the practices prevailing within the banking industry in India 
(h) TranMctlonB involvliig foreign exchange 

I Foreign cuirency assets and liabilities are revalued al the ixchonge rates prevailing at the close of the year as notified hy the Foreign 
Exchange Dealers' AssiK'iation of India (FFDAI) 

II Outstanding forward exchange contracts and spot exchange mntracts as at the balance sheet date are revalued at the spot exchange rales, 
prevailing at the close of the year us notified by FEDAI 

III Piemium/discount on forwoid exchange coniiacts is evenly spread over the tenor of the contract nnd is recognised as profit/loss 

IV Income and expenditure items in loreign currency are translated at the exchange rates prevailing on the dote of the transaction 

V Swap cost incurred on foreign currency deposits aie accounted as interest on deposits 

VI The net income on interest rate swaps and forward rate agreements are recognised in the profit and loss account ovei the tenor of the 
contract as ‘Income on Exchange Transactions 

vti Contingent liabilities on aa'ouni of guarantees, acceptances endorsements and other nbligations are stated al the spot exchange rites 
prevailing at the close of the year as notified by FLliAI 
tc) Investments 

I .Statutory Lic|uidity Riuio (Sl.Ri investinenis 

Investments in securities apprused for the purpose ol main‘..unmg SLR held as Cuireni Investments are valued in aggregate for each 
category at lower of cost or iiurlcci value or yield lo imatunty as specified by the Reserve Bank of India (RBI) 

II Other investments 

(Rhet insrextmcnls are valued in aggregate (or each category at lower of cost or market value or yield to maturity os specified by RBI 

III Repurchase/reverse repuichase iiansaetions are accounted as outright sale/purchase transactions HoweVki. the expenditiue/income m 
respect of such transaction' arc treated as interest expense/income 

IV Fmnt-end non retundable tees received on subssriptiun to securities are recognised as income 

(d) Advances 

Doubtful advances are identified by periodic appraisals of the advances by management, and oppiopnate provisions are mode, after 
considcniig the guidelines prescribed by the RBI The related interest on such doubtful advances is cr^ited to an interest suspense account 
and not accrued as income until received Advances are siatru altei deduction of specific provisions and tnterc.st in suspense 

(e) Fixed assets and deprcciatlim 

(i) Fixed assets are staled at cost less accumulated dcpieeiaiion 

(ii) Depreciation has been provided on a pro rata basis on the straight line method at the following rales per annum 

Furniture and fixtures 10 % 

Computers 25 ^ 

Other Equipment and Vehicles 20 *!!• 

(f) Revenue recognition 

Income is recognised on an expiration of lime basis exiepi interest on doubtful advances and commission on letters of credit which ore 
recognised on realisation 

(g) Retirement hcnellte 

I Provident fund contnbutions are recognised on an acciiml basis 

II Provision foi gratuity lo staif ha.s been mode on the basis ol actuarial valuation at the vear end by an independent actuary 

III The Built has taken Employees’ Group Superannuation policy Irom the Life Insurance Corporation of India for providing pension benefit 
to employees 

(h) Provision for taxation 

Provision for income tax is amved at after due consideration ot the judicial ptunouncements and/or legal counsels opinion on the issues 
ti) Netproflt 

Tte net profit disclosed in the profit and loss account is after the ftillowing 

I provision for taxes on income in accordance with statutory requirements 

II provisions for doubtful advances 

III provision for diimnution in the value of investments 
iv other usual and necessary provisions 

II. AMMnONALDLSCLOSUMSREQUIREDBYTHERICSERVEBANKOF INDIA 


Provision for taxation 

Provision for depreciation on investments 

Less Provision written back during the year 

General provision for doubtful lieblx 

Specific provision fur non pcriormmg assets (‘NPA’) 

Investments 

Gross investments m India 

Lest Depreciation in the value of investtnenu 

Net invesaneiHs in India 


1999 

1998 

86,180 

182,845 

43.454 

55,329 

- 

(1,261) 

11,156 

19,888 

121,248 

I78.S01 

262.038 

435.302 

1999 

1998 

4.451,604 

2.2^6.100 

118.263 

74.809 

4.333.341 

2.191.291 
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Wl CREDIT LYONNAIS 

KSL9 f Incorporated in France with limited liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1999 
(All amounts in thousands of Indian Rupees) 


BuMiirss ration 



1999 

1998 

Net NPAs js a percentage of net advances 

00% 

31% 

Capital Adequacy Ratio - Tier 1 capital 

89% 

7 8% 

• Tier II capital 

10% 

09% 

- Total capital 

9 9% 

8 7% 

The above capital to nsk-weighted asset exposutes ratios 
are determined based on circulars issued by the RBI 

Interest income as a percentage to working funds 

14 9% 

14 3% 

Non interest income as a percentage to working funds 

30% 

29% 

Operating profit as a percentage to working funds 

50% 

4 8% 

Return on assets 

1 7% 

(06)% 

Profit/(Lussl per employee 

Rs 1,326 

Rs (315) 

Business (deposits * advances) per employee 

Rs 87,589 

Rs 102,933 


(d) The Indian branches have not raised any subnntinaird debt 

19. operatingexpen.se 

Operating expenses for the year ore net oft Ks 36,147 wntten back from provision for expenses made in earlier yean, now no longer required 

20. YEAR 2000 PHENOMENON 

The Indian branches have completed a major revamp of their computer systems which adequately addressed the Year 2{XX) phenomenon 
The Indian branches arc fully capable of meeting issues arising from the millennium change without any interruption to its operations 

21. PRIOR YEAR COMPARATIVES 

Prior year amounts have been reclassined wherever necessary to conform to the current year's presentation 


As per our attached report of even date 

FOrM M Nissim and Co 
Chartered Accountants 

Sd/. 

Samir R Mehta 
Partner 


Place Munihai 
June 2H. 1>)9<) 


Signatures to Notes 1 to 21 

Credit Lyonnais 
Indian Branches 

Sd/- 

J YlxPaulmier 
Chief Executive and 
Country Manager - Indu 

Sdf- 

Avinash Prabhu 
Financial Controller 


AUDITORS’ REPORT 


We have audited the annexed Balance Micet of the Indian Branches of Credit Lyonnais (incorporated in France with limited liability) as at 
31st March, 1999 and the annexed Profit and Loss Account for the year ended on that date 

In accordance with the provisions ot Section 29 ot the Banking Regulation Act, 1949. read with the provisions of sub-scctions (I), (2) and (3) 
of Section 211 and sub-section <Si of Section 227 of the Companies Act, 19.36, the Balance Sheet and Profit and Loss Account together with the 
notes thereon, are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The accounts are, therefore, 
drawn up in conformity with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949 
We repon that 

1 We have obtained all the iniormiuion and explanations which to the best of our knowledge and belief were necessary for the purpose of our 
audit and have found them to be satisfactory 

2 In our opinion, proper books of account, os r.-quired by taw, have been kept by the Indian Branches of the Bank, so far as appears from our 
examination of those, books 

3 The Balance Sheet and the Profit and Loss Account of the Indian Branches of the Bank dealt with by this Repon are m agreement with the 
books of account 

4 In our opinion, the Balance Sheet and the Profit and' oss Account dealt with by this lepoil are in compliance with the Accounting Standards 
refeired to m Section 211 (3C) of the Companies Act. 1936, in so far as they apply to banks 

3 With regard to the Year 20(X) compliance, it may be noted that the audit ii not mtended, designed nor performed to uienit^ or detect problems 

which include issues, internal and/oi external, that may result from the inability of computer hardware, software or other automated proceaset 
to property process data related to the Year 2(100 

6 Subject to the foregemg, in our opinion and to the best of our information and according to the explanations given to us. the said Accounts 
read with the pnncipal accounting policies and the other notes thereon, give the information required by the Companies Act, 1936 in the 
manner so required fur hanking cumponies. and give a true and fair view 

> In the case of the Balance Sheet, of the state of affairs of the Indian Branchea of the Bank ns at Slat March, 1999 and 

• In the case of the Profit and Loss Account, of the profit of the Indian Branches of the Bank for the year en^ on that date. 

ForM M. NiuimandCo. 

Chartered Accountants 

Sd/. 

Place Mumbai Samir R. Mehu 

Date June 28. 1999 Putner 


- A lx.li*l..l UTai^lu liilv 2. 1909 
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• Low rato of interest 
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Convenient loan period 
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• Low margin 
Easy repayment facility 
• Low rate of interest 
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CORPORATE RESTRUCTURING 

Crompton Gieaves and the Challenge of Globalisation 

JOHN HUMPHREY, RAPHAEL KAPLiNSKY 
and PRASAD V SARAPH 

In order ti> r-vploie a brood systemic response to the 
challenge of globalisation, the authors of tfiis unique 
book f ntif rjlly e;>ainine the case of Crompton Greaves 
Limitrjd, a If-a-ling Indian firm in the electrical industry. 
The book exfiliM4>s issues thiough an in deptli analysis 
of the 1 (’Structuring e/peiiencp of Ciomptcjn Greaves 
from II traditiiiiuil, supplier rJiiven, firm in the mid- 
1^80s t'»a niMiJi-m, markel-drwen, perfoinionce- 
ii'ienti’d I’nr’ Diawing upon tfie findinrjs of tv;o years 
of (lo‘.r> investigation, the autfiors analyse the factors 
that both spac’d ufi uniJ iinpode the- pioicss of 
icsltuc luring 

1998 / 276 pages / Rs 250 (cloth) 

CORPORATE GROWTH THROUGH 
MERGERS AND ACQUISITIONS 

S SHIVA RAMU 

Using illusti itivi’ exrjmples and coses, this book 
prijvidf,"- .1 ( irmpii’hensive ovi^i vu’W of bo'fi ific’ 
conccfit and the pia(.tK,f of menjets and acquisitions 
(M<4A), especlolly in India Prc'fessat Sliiva Ramu deals 
with Ihc vorioir. a''P',clv, of and proc esses involved in 
M8.A I'ulu'l'mi the motivation tu inr'ige ot acqiine, the 
idt.-ntifiration i >f target (.orrpariit’S, and th(5 financial 
and ll•.■ll finaiK lal issues involved Tfni author presents 
the rase histones of some ptomine'it predators, only a 
f<’w ot wfi'jin have so fat 1 een successful at integrating 
and tuiniiKi aKriind ac(]uiied units 
1998 / 300 pages / Rs 425 (cloth) / Rs 250 (paper) 

CIER's INDUSTRIAL DATABOOK, 1998 

S R MOHNOT 

7/ie fioak i/nt/er review rs a frne example of melicuious 
Walk 'it mi’ !>y I >.'rti/ii?/en/ statistio/ons The CIER volume 
w/ii.-/i 1 '’ritnms ohuustive ,liila from alcohol to /ip 
/asteriers horn ui.etone to 7iik t/iat rs, ficirri A to Z- 
( 'iil.f^er US* 111 /us a ready teckoiier Wii i 700 
rab/i”. atui * iver 1 00,000 Jala enfiios. the book 
ofipt-urs ti 1 bt a Jepeirdablc releience ot: India's 
mdwitiy It IS well indexed and easy to refer tu 

Business Telegraph 

A Sage Book 

1998 / 1100 pages / Rs 1250 (cloth) 


ORGANIZATION DEVELOPMENT 

Interventions and Strategies 

edited by 5 RAMNARAYAN, T V RAO 

and KULDEEP SINGH 

This volume of original essays by leading HRD/OD 
experts provides a comprehensive account of the 
experience of applying the OD process in India, as 
also a conceptual framework for its practice 
The fii St part of the book deals with the concepts and 
interventions of OD. Part Two discusses the Indian 
experience in the application of OD in organizations 
ranging from corporate sector to voluntary 
organizations. The lost part deals with contemporary 
and often 'jnresolved issues confronting OD 
consultants and practitioners, including whether OD is 
culture specific or universally applicable, and how 
organizational politics affect OD interventions 
1998 / 412 pages / Rs 450 (cloth) / Rs 265 (paper) 

MANAGING ORGANISATIONAL CHANGE 

V NILAKANT and S RAMNARAYAN 

sets such a high watermark that it will become a 
valuable [book] on organisational change for consultants 
and managers Its account of the content of change, 
and the challenges in managing growth, transformation 
and turnaround would enrich all those interested in 
organisational change in different parts of the world. 

M V Hayagreeva Rao, 
Emory University, Atlanta on ama/on tom 

Drawing upon and integrating current theories, 
models, and experiences of companies in India and 
abroad, this books offers practical insights into managing 
change. It emphasises both what organisations need to 
change and bow they should go about it. 

1998 / 380 pages / Rs 450 (cloth) / Rs 250 (paper) 

IMAGINIZATION 

New Mindsets for Seeing, Organizing, and Managing 

GARETH MORGAN 

The book's message clearly stands out There is a need 
forcieativity and finding new and innovative ways for 
oiganizations and change-agents to clear their 
mindsets of pre-conceived ideas The book's 
uniqueness lies not only in its easy readability but its 
fascinating use of metaphors. 

Business Standard 
1998 / 374 pages / Rs 275 (paper) 
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Narmada OiKtbes: < Statistics vs Reality 

The rosy picture presented by the monitoring leports of the resettlement 
sites in Gujarat jar with leports of the lived experiences of the nustees 
This may have much to do with the different assumptions underlying 
qualitative fieldwork-based information reporting versus quantitative, 
statistical analysis used by the monitoring agency Should not the 
monitoring agencies device tools of analysis which provide clearer 
pictures'* 1940 

Basic Amenities: Empowering Communities 

The sharp inequity in public investment in the development of 
iiifrastiuctutc and basic services, needs to be corrected. Given the crunch 
on public funding, privatisation, partnerships and community-based 
cl forts are the only option for developing these .services in the small 
and medium towns 1893 

Efficiency and Competition 

An analysis of coiporatc performance indicates that although foreign 
companies make better use of resources and score on clfitiency, they 
have not licen able lo obtain a competitive advantage in the market. 
Indian comp.inics on the other hand, have a well cslahiishcd market 
segments and a better understanding of consumci preferences They 
need lo build on this advantage to .stay ahead 1948 


Who's to Foot the Bill? 

Many (.ounines have opted lor state 
funding ol elec lions Is tticre a case 
tvir instUulioaal linaiuing of elections, 
given the levels oi (oiriiptiun and 
illegal means usesi to obtain 
election funds'* 1884 

Kashmir Policy 

No policy on Jammu and Kashmir 
can woik il It ignotes the real and 
ottcii coinpclinj! .is|)irations of the 
people ol the legioii induding those 
of the Shina speaking tommuniiy 
of Drass scctoi_ 1867 

Without Grace 

In opting to endorse the candidature 
ol General Shankai Koy Chowdhury 
lot the Raiya .Sahha scat vacated hy 
cconomisl Ashok Mitra, the iaftt Front 
in pursuit ol ii’ulpyititk has come a 
hing way .lom iis g.tuche days 1866 

Literacy and Development 

A structured aiiu iil.ilion ol literacy 
with other siKio-*leniogijphic 
characteiisliis asross stales/distncts 
presents certain valid ticnd.s which 
have important implitaiions for a 
differentiated strategy of intervention 
in basic ediicalion 1907 


Funds for Housing 

There is a need to initiate 
paiticipatoiy mechanisms in the 
generation of housing finance by 
whiih local inslitulions can caler 
lo unmet housin g nee ds _1871 

Not in Control 

India has been far loo complacent 
about the line ol contiol, while 
Pakistan ha.s pragmatically evploitcd 
Its elastic nature to iIh: full 1869 

Without Work 

ITic voluntary relircincnt scheme has 
made lor sharp i eduction ot the 
workfoiic in almost all industries, 
with compensations and bcneltls 
varying acioss sectors With few 
avenues of adequate le-empioymcnt 
oi income gcnctation, workers are in 
ccptiomic distres.s as nianv studies 
icsiily. and are forced to go bark 
to their traditional occupations 1873 

On the Boil 

The fragmented protests and rebellions 
in China in reccni times indiute 
grave minblings within the country 
whi,.h m<iy empt any time, despite the 
government's attempt to supjircss 
dcmiwTatic dissent 1877 


LETTERS TO EDITOR 


ReligHHi and Bolides of Hate 

WP have lead the destriptioas of Graham 
Statues and his two ^.tiildien being burnt 
alive while dozens ol nienein.led Ihcircai 
to pievent their reseue According to wit¬ 
nesses tries of ‘lai llaiiuman’ rang out 
lionithenowdot killeis Wehaveread the 
lists ol alleged incidents oi arson, vandal¬ 
ism, kidnapping, rape, and other physical 
attacks against ('hristians and Christian 
churches the luiniher ot such incidents 
suddenly soaring in lecent months We 
have heaid the crest endo ol rhettme about 
‘loreible conversion' the call to create 
‘Cliristian-lree zones’. VHP letidcr Ashok 
Singhal's meniorahte suggestion that the 
await! ol a Nobel Prize to (Hindu) ctono- 
mist Aniattya .Sen was part oi a “chiisiian 
Lonspiraev to propagate their religion ami 
wipe out Hinduism" tiom India (as le- 
(Hiiied in the Nrw Yotk 7iinf\) Paitliei in 
this dctade we lead about and sate him 
Itiolageol shops and ht'iiies but ni.ol people 
huint. shot and st.ihbetl, ot women i.siied 
What maikiHl them loi death and pillage 
w as |ust one thing Fheyweic Muslim All 
this reminds us ot recent events in Noith 
AnKiiia In the town t>fJasptir, Texas, last 
year seveial laeisi mo-Nazi while men 
tapliired u random bl.tck man and, utter 
toilunng him, tied him to the hack ot a 
limk and draggeti him to an excmcialing 
de<Uh Ills (lesh stas huined oil by *he 
giavelly r«>ad. aiuleveiUualK his head was 
lipped horn his bod> In Wyoming |ust a 
lew months earliei. seveial homophobic 
people captured u homtisexual man, beat 
him untoiisc'ious, anil hung him on an 
isolated fence to die 'llalctiime' isalcgal 
icTin in many Ameruaii futisdic lions It 
renders any aci ol violence more senous, 
subjecimg the ollentlei lo mtire seven,* 
punishment Why make this legal distinc' 
tion’ Because hate t rimes threaten the 
lahnc ol scKiely tar more giavciy than the 
oidinary violence motivated by common 
gii*ed and fear When hate tveomes a 
movement lundaniental humanity is 
squeezed out When the movement ol hate 
IS directed against mmotities and intused 
with nation.ilist passion and religious ze.il, 
IX e have ilashhacks to Uemiany m the 
I'»V)s Any society can gociuz.y with hale 
|usl as anv individual can. We ,ue all 
vulnerable So m Noiili Aiiienca. and in 
iither countries where out nicmiK'rs live, 
wo leel conneiled with these develop 
ments in India As schohiP- who have speiil 
much of oui lives studying and leaching 
alHKit the religions ol India, we feel res¬ 
ponsible to educate oar-elves abmit what 
IS happi'niiig and to join the international 
discussion We are not so naive us to think 


that this IS merely a matter of 'religion' or 
of excited cmtHions Despite the heavy use 
ol religious symbols and labels, complex 
political, social, economic, and hisloiical 
ii III es are at play in these events Political 
otganisers are making calculated deci¬ 
sions lo use tc'ligion as they hire killers 
’nicy aie diessing their periormers up in 
the colours of religion They arc putting 
into the actors' mouths ichgious slogans 
and names that in other times uihl c ontexts 
stand lor love and devotion I'liis deadly 
and hypos riileal theatre ut ieligion touches 
spaiksof sincere religious teeling in many 
people (as it was intended lo do), and then 
tlie Loiitlagiation may be on llie histones 
of religious traditions are complex and 
dynamic Nopcrsunorgtoupcunclaim lo 
lepiesent auihoritativrly what 'Hinduism' 
ot 'f'hiistianily' or 'Islam’ oi any other 
iMdiiion ‘thinks’ Religious histones sliow' 
us lieIJs ol richly diveisc texts and prac¬ 
tises and competing inter)irelalions I leie 
IS oi.e iiiterpi elation oi the powei lull Imdu 
consepi ol the struggle between 'dhuniia' 
and 'adhaiina'. diamulised in so many 
moving stones Adhaima can be under¬ 
stood as the torce ol hate, mad sepaiation. 
denial ol fundamental humanity 'Asiiras' 
.ire literally anti-gods, con.sumed with 
lealousy and hatred, dciiving llicir veiy 
identity Inim the urge to destiny ihc ‘Othei ‘ 
The torce ot hale is always hubhli ng some - 
wheie 111 the human hear*, and we have 
to (leal with it as individuals and lamilies 
But sometimes it explodes and ihieatcns 
to take over the caith Whelhei thathappi'iis 
in ('amlH)dia, Algeria. Rwanda, Yugosla- 
X lu, the I'S. or India, we are all thieateiu'd 
We aie all involved. We believe the vast 
nujoiity ot Indian.s ot all icligious taiths 
ii'|('ci the use ot their religion l(« loment 
haired and violence We ally ouisclves 
with tho.se in India and elsewhere who are 


struggling against the expansion of hate 
under the banner of religion. As scholars 
and teachers, wc will study, analyse, and 
develop educational resources to promote 
understanding of these developments. We 
will raise our voices to alert govemmcnti^, 
human rights advcKates. and appropnalc 
international organisatioas And we will 
.support the efforts of pc*ople in India to 
pmmotc religious pluralism and the dharma 
ot humanity 

Linda Hess. Brad Clough, Clcoftrcy 
Cook, Ctxnnnc Dempsey, Tara Doyle, 
Kathleen Emdl, Andrew Foit, James M 
Hastings, John Stratton Hawley. Pratap 
• Kumar, David Lawrence, Robert 
Mcnzics, Lance Nelson, laiunc Patton, 
Vivek. Pinto, Mathew N Sehmalz, John 
Thatuinatiil, Joamie Punzo Waghiimc 
(The signatoiies to this leitei are atlili- 
aled with the religion in South A.sia sec¬ 
tion of the AmencMii Academy ol Reli¬ 
gion They include scholars and utiiVi'i- 
siiy piolessors ciiiieiilly working in the 
US. South All tea, Hong Kong, and India 
■Picy speak here as individuals, not repn*- 
senling anv institution ot organisation | 

Correction 

IN the article ‘AdivasisBeliavcd Adivasi 
I andRightsiiiKerala'(May 2‘f June4), on 
p nil. cixl t, paia the lust seiucncc 
should read as "The 1999 Act also, in addi¬ 
tion has hi ought into its amhit the provi¬ 
sion to pmvide land up to 40 aies (or 1 iu.rc) 
to the landless adivasis in the distncl they 
reside in. within a period ol two vears". 
The liguie has been mistakenly printed 
instead as "-U) .ict cs (or 10 hcctaies)” which 
IS giossly oil the real figure. The error is 
rcgrciied 

C R Bijov 
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Surrender on Kashmir 


N O quarters ought to he given to any illusion Atal Bohan 
Vajpacc and his (.oiniades will, oi course, try to dciivc 
the maximum eicctoial advantage li<>m the claimed outcome 
ol OpctJtion Vijay Tlic Pakistan roireal however is not 
attrihutahle to the valoui ot Indian lawans bcU'kcd up by 
superior fiiepowcr It was arm-twisting by the US president 
which compelled the Pakistan authorities to accepi the ground 
reality in Kashmii The Indian triumph, li that is desciihed as 
the denouement in K.irgil, is a gilt liom the Americans Dik's 
It not ihcicloic t(<llosv that, notwithstanding the oral bravado 
on the pari oi Indian inandaiins, the Kaslimii issue is alieady 
inlernationaiiscd and there c.in he no going back Irom the 
)l"sition loi eithei India oi Pakistan On the present occasion 
Pakistan would appc.ii to have been made to cat the humble 
pie But there may well hcacircumsiance iiilhcnot-toodistant 
iutuic when, should there he a ire.sh ilaie up along or around 
the line ol control, the American adininistratii'n could well 
chiKisc to give India a dressing down .ind Older the w ithdrawal 
othci hoops troincciiain positions Oui leadeis would haidly 
daic not to comply with the ordei 
The denouement ol the Kargil aftair. in othci words, is the 
inultilatcnsation o( the Kashmir issue, .something we have 
resisted loi mote than half a century Hollowing Pokhian uiul 
Pakistan's riposte to it, it is a different kind oi hall game The 
goveinment in New iK'lhi, lor obvious reasons, is unlikely li> 
admit It III public, but Pokhran has neither raised the level ol 
combat elfecti veness vis-a-vis Pakistan nor led to an accietn >n 
^ol extra respect for India's nuclear capability as far as the well 
intrenched nuclear club is concerned We have learnt to oiii 
cost - just as the Pakistanis have - that where the country is 
ovci whelmingly dependent on foreign, particularly Amei ican, 
re.sources for economic survival. Us deployment of funds and 
technological talent to develop independent nuclear deterrence 
IS a waste Following liberalisation we owe viur daily surviv.il 
to western munificence The plus-minus 29 billion dolluis 
worth of foreign exchange holdings oar ministers brag about 
can melt down to zero sliould the US administration so dot ide 
luid tran.smit lheappro]iriatc .signals to the institutional in ve.stoi s 
and transnahunal corporations We arc, like Pakistan, yet to sign 
formally the CTBT, hut the economic sanctions have taught 
our politicians and mandarins enough of a lesson. Lindci a 
globalised sky, only the supcrpowei matters, none else does 
Because for a couple of days our leadership turned pttery, 
the American administration easily succeeded in its wilv 
game. The fetters of the Shinila Agreement have no chatms 
for the Pakistanis; in fact, they are desperately seeking 
* >intcmational endorsement of their determination to flout it 
Once the spin-off of the Kargil flare-up appeared to he 
somewhat dicey to Lslainabad, Pakistan’s envoys decided to 


plunge into an intense intei national public relations campaign, 
and kept scampering from Peking to Washington to lAindon 
to Paris and so on T'hclndian diplomats including thccxtcrnal 
affairs mincster, panicked An appeal went out from the prime 
minister in New Delhi to picsideni CTinton* It was composed 
in elliptic language, hut the purport ot the appeal was obvious, 
the US must support India and lepnmand Pakistan over 
Kargil. South Block did not quite stop iheic. a liiithcr appeal 
went out to the heads of the f I -8 nations, who were in conclave 
at that particular moment. Indni, the woild was made aw.tre. 
was begging lo< intern.'itional .support so that the skinnish .at 
the line ol contiol in Kashmir couhl ciilmmulc in its favour 
The US president did the needful Prime minister Nawaz 
Sharif was ticked off And Vajpayee could proclaim victory 
in Openiluin Vi;.i\ 

A gilt horse, in all epiK'hs, must be looked in the mouth 
What the Ameiicaiis had striven foi over half-a century and 
inid been rcbiiflcd times without numhei has now landed on 
their lap Hoi the. > u is two r.ipid successes one .iltei anolhet 
India's nuclcai i.,ci< down in the wake of the developments 
following Pokhruii, and ther/c/rrrrr>mtcrnalionalis<iiion of the 
K.c hmir jirohlem whii h will follow the ejection of the Pakistani 
1 ' lers from the slots they had stealthily occupied south of 
ti ne of contiol Had the Pakistanis (fared to adopt a 
iLc.....iliant stance, the supcipowei, no question, would have 
lilt them hard on the knuckle'- 

Just as they would hit India loo hard on the knuckles should 
llicte be a Kaigil-likc episode somewhere else on the Kashmir 
border and F(>ggy BiUtom decided that on that occasion India 
was the party which deseived to be admonished Fven more 
alarming foi the Indian authoiilios, emboldened by the re ult 
oi their inteivention in the near-war, the Amcticans, niight 
choose to push down oui thniat a {lermancnt long-tenn 
settlement of the Kushmii question There would be cclebra- 
lions in Pakistan, and 'he pressure our politicians and manda¬ 
rins were subjected to might reach intolerable proportions 

Our government has, for all practical purposes, given in -ni 
the nucleai issue It could lie persuaded to make a siinilai 
surrender over Kashmir. None would listen to oui protest that 
Kashmir was a bilateral issue between us and Pakistan 'I1ic 
Kargil mini-wat has put paid to that assertion Should the 
superpowcrpieferiobenasty inlhemaltcr.ecoiioinic saiictioiis 
could be impoiicd again and jicrhups this tune m .i har<.iier 
manner than they were last year 

In the short pcntxl now the BJP will not bother to speculate 
over such a possibility It knows its agenda Its sole objective 
for the pre.scnt will be to leap to a thumping victoiy in the l.ok 
Sahhapoll from the spring-board of Ojiciation Vijay And in 
any event major .sections of the India middle c lass would not 
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|).‘i iiiips nuiKJ <00 iiiulIi in a I mure juncture 
to ii.i<lc*-of I some leal i-statc in Jammu and 
Kaslinnr toi a sieadil.' tisiiii.’, luxutious 
s!.mil.iid ot liviii}> 

liio piosiiei t' are Uiund to he nuiih 
gniiiiiu'i loi Ihenon I-tll’parue.s mchulmj: 
the iiiv pit sided ovu hy the naturalised 
ladv '] he I ell tiM) would have to cxploic 
staiie new di.tl< > tit s I hen patiiotit. hinge 
UK hiding KIIpil and eomg lolhe ndiLuious 
exti'iil ><l .idoptiii,; >i leiiied <iiniy ehiet ot 
tUII asiheii taiidiaateiovashinontheoii- 
l'•||ny litii/x, wiiehi have a surtease, il 
onlv hetaii'<e ii has he' n so iiiuth laiking 
i‘> I isihsation 

ISiii peii'aps tisilisaiion and the ghihal 
|( II III at d<) ni It goio'-ei ht'i Hie eenli at point 
ot till* stale ot the ai| liheialism is sett- 
love. .vliK h IS not quite t.ii tioin the notion 
ot luitmg Olliers Indians will tlius conhiiue 
wiiti a tuitliei elonyatedi liaptei ot inisiiusl 
ingllieii nestdoiii neiglitioui aiuiiiodoulit 
I’akisiaiii'. will itliiiii ihe Loniphiiicnt 
SuiH*i|K)wei t''iiitISIII lould not t.iie less 
II this IS (It (it tiiliniiiation It will Ise ahte 
to keep a turn leadi in hoth the wietthtd 
soiiiili les and iiistn. ate I liem lo iiiake letoi d 
liiiithases III lilt* Intel national anus ha- 
/aai Iheiehy hiilher ensuring then ulter 
ailei dejieiukiiteon th' ('Sand ilstionies 

■\ wai. estii a iiiiiii wai h.is to lease its 
'Mt •uiiiliee'.taieolhiiinaiiitv Wesliould 
eioanwhile be piaiel'il loi little ineiiies 
>iKh as th.il tlie atloi Yiisiit Kli.ai, alias 
I >iiil< Kunui s. ill pel i> ips not be toi aed ;o 
.'.'ii'l hatk III" aw,ad Ntshaii i Inilia/ lhal 
(ouiilrs's •‘(■seiiimeni had onee veMv'd 
him with 

l'r.NlRAI IR.AN.SI h.K.S 

Dubious Decisions 

IT IS haul i<< undeisiaiid vsliy ihe piese'U 
taittakei goveinmeiit at the tenlie is so 
keen on upsetting the apple euitol tedeial 
uiiaiii i.il ai I .ingeineius w hit h have evolved 
iisei iIk past 'll) ye.iis oi so Ihisl it was 
iliel'laiiiiingt'ommissioirsniissisehlock- 
in>. leniialassislaiiietoi state|>lans,saying 
lhal 'oiinul.i-liasid allowalion was tiealing 
liii.iiit lal 'iidistijihiie. lilt hiding diseision 
ot liiiids ,ind iliat llieietoie, it was pro 
post tliotie.ilea sep.iiaie(orpusfot piotetl 
sjieiilK lumn'ig Now, It IS repotted tliat 
die linante'iamslei ^ ishwaiil Sitilia and 
.he f'laniiiie' < ■i'*iiini ..ioii >le,>ui'’ i hair- 
Ilian Kf I'.iiit ii.o 'i ■ ul.•dahioail.i'.'.iee- 
■lieill oiidl* .ii*.Ulon I'l Sll- ll.li oipusand 
lie alsodt'id( .1 ion iliKi die eiaiil(.om- 
P'.'i 11. o! ■eiiitalls piiiisoied seheiiies 
It'NS I I i.ikii'g II idi ntu.il I.) the raho ot 
tenlial hioi I ."Msiiriee lot .slate plans 

Il I* pi ilin. 'll lo i"e.ill dial when, in the 
M IV 2 (iton'.emiii> aiioi;iothe‘.lalego.i*rn- 
lui li's.lla'I’laiiini'gCi.'llliloMoiip.oposed 


the ctealion of sueh a tund. several state 
governments had taken strong cxeeption 
lo tins pioposal These .stales took the view 
that mumal eeniial devolution toi slate 
plans should Lontinue to he in the hum 
ol hlot'k assistuiiee and that the existing 
piattice ot uaiinurkiiig outlays lot spet lal 
puiiKises and set tors ensures the obsei- 
saiite ol overall national piioiities Oh 
viously. Ihe Piaiimng Commission is 
(leleimincd to go ahead, in spue ol die 
stioiig resetvatioiis of the stale gotein- 
meiiis Ihe inaioi tcarot Ihe states is that 
III the name ul tinuni.iul distiphne and 
ensutingohseisaiiieol national piloiilies 
and guidelines, the piopused eurpus will 
he used to alloeale ccnital astisi.uite on 
aihiiiaiy, non ob|eelive tonsideialions, 
suite Ihe diseielion lor suth iiiteistale 
allotuiion will he altogelhei with the 
r'laiimiig ('oniniissii)ii St serai state gos 
einmenis it niav he a-talied, had a'pte- 
senied to the Sai kai la ('oiiiinission against 
even the piosiston within the (iudgil 
Foitiuila (and its suhsequetil versions) loi 
alloe.iliiig 10 pet eeni ol blotk assisiaiite 
on the haso ol 'special piohlenis’ 

A'- itgaiils the giant tuniponei'i ol CSS 
lesourtctiaiisltis. tlieju'.litiealiuiiolleied 
to ledutt* the giant poitioii lioni the piesent 
Si) KO pel tent to <0 pei i cut. '.he piopm ■ 
ti'inili.ii tiiiienily applie* toiioimalhintk 
assiiiaiKe lor stale plans, is eslieinely 
uiKoiiv lilting "Ihe Stales I mil CSS at 
li.ietise hei.iuse ot the seiy high propoi- 
tioiiol giant tomponoiU in sutli st hemes" 

1 he pio|)iinems ol this suggesinm, be they 
111 Ihe liiKinte minisliy or the Planning 
Coniimssion, have not tlo.ul} taicd to 
Kiiik into the retold ot dehheiations on 
(hesuh|ettof CSSmtheNatioii.iinevelop- 
iiientCountil f)ilieiwisc,llii'\ w.mlilhave 
known that the states have oveiwhelm- 
ingly aigued iL'aiiitl CSS itsell and asked 
lot devolution oi hinds thus .saved as 
additional teiili.il.i.ssislante lot stale plans, 
while ul the same lime asking loi laisine 
the grant tompunent ol sutli assistaiitc 
In this tonnetlion, it i.s rclev.ml t» iccatl 
that the S.itkaiia Commission had while 
i onceding the need “to review the l wolold 
loan-giant pailein ot tcnhal assistance'' 
'.‘xpressed the xtew that “the levision ol 
the path'ino! tentiai assistaiitc luvouiing 
a hightr grant tomponeiu will mduti the 
need lot extensive debt-rescheduling hy 
I'l.Kiiitet^'omiiiissions” Hot the Planning 
C(‘iiiiiiissioti .ind tilt* linume ministry to 
now pi opi'sc to leduee the gi ant amiponeiii 
ol (’SS It" ouice iiunstcrs, while at the sunie 
nine I ontiiuiing w iih such transleis, would 
he tantamount lo makingycianotliei niagir 
1 liangt in the stiutiuie of plan tiaiislcrs 
tioni die teiiiie lo the slates in lulal disie- 
g.iid ol hoth whui die states' plea*- us well 
as the views ol the SarkaiuCumiiiission 


Evidently, the present caretaker govern¬ 
ment at the centre is in a great hurry to 
make Jiu.stic changes in the structure of 
plan fmanee and has chosen to announce 
these changes at a time when the attention 
ot the eouniry is occupied by the conflict 
on oui hoidci. It cannot he a mere coin¬ 
cidence that the Planning Commi.s.sion’.-i 
first missive on the suh|cc( was let loose 
on the very day, .May 26. when the Indian 
Air Hoice slatted Us opcialions on the 
Kargil heights, 

RHl-IGION AND LAW COURTS 

Deitie.s a.s Landlords 

IN the midst ol the curieni national tur¬ 
moil tew have time to study the implica¬ 
tions oi a leient SupienK'Court )iulgmenl 
on a niiittei whitli, though tai i-.'iiioved 
tioni the laiC, IS ncverilielcss signilituni 
lui die voiaiies ot himhitva 

Although II niighi sound anatluoni.shc 
m an India which is supposedly laiing 
low‘.iids model 111 salioii, and duly hound 
h> aConstitution vshu lu laiins to develop 
svieniilit temper, a two niemlx:i heiiehol 
the .Supieine Coiiti lus leiently tome out 
vviih a ludenieiil whu h will .dlow images 
ol Hindu deities h' enjoy legal status to 
own l.md . 111(1 pioperlit'i I'hi. iiidgmenl 
Il ls ht *11 (leliveitd hs Ihe beinh toinpris- 
mg iiisiue.M lagaim.idhaRaoaiulJuslKe 
niiit".h C Uanci |ee, in lesponse lo appeals 
tiled hy ivvo denies - Kfwi htiiki h and 
riiiikiti Rti/u, whose idols are cohseeiatcd 
in two separate temples in Bihar thniugh 
Iheii m.mugei i 'shehait') whotoniiolstheti 
.ihode The manager a|)|)eal(.‘d unlit Ujiex 
(ouil because the Bihar High CoutI ruled 
dial OIK ot Ihe deities was lake Quashing 
Ihe high couit's luling. the honourable 
ludgesot the SujiiemeCouil .said “Dy no 
sllcichol imagmulioiican die deity hetei med 
take” They then pioeeedtd lo explain hovj 
the Hindu law iceognised a Hindu idol as 
a legal suhieci which could hold property 
hy ieu.son ol the Hindu shusirah following 
the status ol a legal jictson ir. the same 
way as that ot a natural petson” Elabo- 
luiing iuithi'r on the mutter, the judges 
desei ihed the nluals hy which Hindu idols 
were infused with lift* Cpran pratishta’j 
and divinity was attributed to them. 

One can easily speculate on the fai- 
icaching consequences oi the judgment 
As It IS, in our country, all .sorts ol religious 
chailalans aio allowed to encioach on 
government land and build unauthori.scd 
temples Once these structures come up, 
the aiithnnlies icluse lo deniohsh them on 
the usual pica that it would 'hurt religious 
seniimeiit.s' Now. as a result ol the judg¬ 
ment, these pcojiie would get the legJ 
sanction to buy and own piopcrty with the 


IM(ii) 
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help ol a Mmple piece of wood or stone 
- ail in the name of deities 
It IS yet to be si.'cn how the judgment 
afiecis the existing property laws and 
ownership nghts Tlie Constitution pio- 
vidcs lor the ownership ol properly by 
citirciis, institutions, public or private 
corporations, etc But there is no piovision 
tor the pule base or owneiship oi land or 
pniperly by Hindu idols Will the relevant 
laws be amended in view ot the ludgmenf’ 
But more important than these possible 
consequences, the jiulgnient indicates a 
glow mg trend in the Indian (udieiary which 
nei'ds close sciutiny Some ol the icccnt 
pronoiinecnients by the couits appeal to 
cn on the sideol genetosity when it comes 
to mailers dealint! with I liiidu ichgion and 
praeiiees 1 he mo.st ontsiuiuhtig example 
IS the Deeeiiibei I‘ft's .Supieme -'’ouit 
judgment which detiiied liiiidiitva Ihe 
Bombay High C'oiiil held Shiv Sena's 
Maiioliai Joshi guilty ot coiiupt elecioial 
piactices hhe appvaliiig to leligioiis sen 
■inients in oidei to •>ei >‘oies and sei aside 
his elec non lo the sl.ae assenihiv in ilie 
)'><;() poll> (Jiiasliiilg ilie high t.(Hiil |ucle- 
meiil, the Siipieiiic Couii e.ive a Oeiiigii 
mteipieialion to himiutva deliiiing ii 
meiili as .1 wav ol hi. .itKhiig thal il did 
not (.oiivev .III ilimiile liosliK lofHi.ons 
pMclisiiig .iiiv otlici leligioii I’ll .ipes 
..oiiii's luling vntuallv g.ive ils se.il ol 
.ippio' alto then .1 ol ihe Hoeanot luiiduiva 
ineli'i total I ampaignshs the S.iiighpaio at 
iiotwilhsianding ih. iietaiioiis iwe to 
which It w as put by membei v ol the pans ai 
jiisi a tew ve.iis .igo dining the inlaiiioiis 
lathv.iiia' vviiK hciilniiii.ited III the demo 
iilionol the H.ibii iiioii|ue and w iclespiead 
comiiiiinal iiots 

Il isdesii able that the uich'es a\ Old gelling 
involv I III haii-spliinng iiiieipiei.iiioiis 
ot leligioiii docliiiies and iitiials .iiul 
lelraiii iioin giving iiilmgs that lavoui the 
Loiiiinuulioii ot ohscin.intisi bcliels and 
piactices among oui people Ii is bad 
enough as it is. wluil ■■ ilh the pivvaleiuv 
ol inhuman customs in chlleieiit comniii 
nines that aie jusiitied m the name ol then 
respeclive religious laws 11 me ludiviaiy 
starts giving them legal sanction, el Ions 
to reform Indian siKietv will ilouiidei in 
the lace ot luilhor hiudles 

TAMIL NADU 

Strange Bedfellows 

THAT an opposition Ironi to the BJF- 
DMK Ic'd alliance in Tamil Nadu should 
cry stalli.scaroundJayalulilh.'i.iestiric.s that 
the majot Left parties have swallowrci the 
meehanical interpn:t.itionol IiuiiiUt politics 
in terms of secular/conimunul di vide hcHik, 
line and sinkei Jaytilalitha, who was 


anointed ‘secular by the major Left paitie.<i 
the moment .die pulled down the BJP-lcd 
cxralillon goveninient at the ccntiv, wa.s in 
tact tlic one to take the lead in torgmg an 
allianec with ilie BJP on the eve of the 
1098 Lok Sahha elections and as is pa¬ 
tently known, hei opting out oi the BJP- 
Icd govcinmeni had to do with things 
olhei than seculuiism By joining the 
AIADMK-led tnvni in Tamil Nadu, the 
major Lett patties have in a way conceded 
that corruption, i.ii iheiii has ceased lo he 
a signit leant issue in the clectoial arena 
In such cireiimsiaiices, it is no wonder that 
the I'MC, holding onto its stand ot oppos¬ 
ing both c'ommunah.sm and cotruptiun, 
and thus the BJI’and the Al ADMK. should 
lind Itself isolated at the end of the d.ty 
With the Congicss choosing the 
AlADMK ovei the TMC as its ally. 
Jiiyulalilha IS advantageously placed when 
the AIADMK and its puilners gel lo the 
business ol seat shaimg Being the leadei 
III the p.iity haviii!! ihe laigest base in the 
^(.lle .liming its allies, Jayalalitha is ex¬ 
pected to keep h.ill ol Ihe -H) I ok Sablia 
seals III Tamil N.ulu and Poiidicheiiy lor 
hiip.iitv with Ihe Congiess and the I'MC 
(il It evei puns ilie AIADMK tioiil) not 
eeliinc iiioie tli.in II) seats Ciiveii Ih it the 
I M( polls vole' almost equal to (hi 
AIADMK. Ihi loiiiiei is bound lo lesisi 
any lie-up with the I. 1 IUT which aims to 
puiposiiiiilv m.iigiiiulise ii Muiei.vei, 
J.iyalalilha. pl.o mg the senioi partiiei in 
ihe piopiised lioni is expeeleci to have hei 
w.iv III gelling Lok Sabha sc'als liom south 
.ind vvesi T.iinii N.idu wheie hei paity is 
known to have .1 sluing b.ise This me.iiis 
llial the seals m noiihT.iniil Nadu, wheie 
ihe MADMK is weak, will he hugely 
alloc .III d lo till’Al \DMK allies who will 
be loiced Id i.iK. on the combined inigl’t 
ill Ilk DMK .iiitl ihe PMK With ivvo ol 
Its Ml’s \ Dennis and Adaikalaia|. tioni 
south I aiiiilN'.iihihaving.ihe.idyswticlieil 
oiei lo the Con.'iess, Ihe T.MC is awaie 
thal II will siimi Iv dicimaled il il gives 
III (o aiiv such I'lnieplaii ol J.iyal.ilillia 
Th.ii such . 10 ' the calcuhilions ol (he 
AIADMK c hiel Ih'i aine obvious when she 
pioiiipllv shoiiJowiiPulhiyaTami/hag.iin 
ll’T) le.idei K Kiislinaswaiiiy's siigges 
lion to loiin . 1 1 oiigiess-ied Iroiii al the 
n.itioiiul level ol winch the AIADMK can 
also hi' .1 pail 'lli.il the Coiigies. ilsell is 
reluctant to eniei into any such coalition 
building al itie national level ap.iit, 
J.iyal.ililha siii.ed <n Knshiiaswamy's 
demand a shu wd ploy lo make hei paiiy 
a minot p.iiini'i in the naiituial coalition 
and thus displ.ue liei Itom dctctniitiing 
(he scut sh.iMMg tusk in the suite, an 
objective which no doubt is .shared by the 
TMC too Moieovci, since the J’l. by 
consolidating iis biise among the dahis in 


(he .southern districts ol the slate, has 
emerged a.s the aich n vul ol the AIADMK 
in the latici's sinmgholcl, eohubituiion with 
(he Pr in any hioad tioni is bound lo upset 
layalahiha'splansovei se.it shaiing With 
the Congiess and the Ia'U p.ii(ies, both 
weaklings in the slate sold out on 
luyalahtha'.s niiicli publicised ability to 
poLirise voie->, the eombiiicd ellott ol the 
I'MC and Ihe IH’ to bteak layalahtha'.s 
sii.inglehold ovei the auli BJP paities in 
the stale has come lo iMie'lii 

KJLITK’S 

Capturinj* Heights 

Tlir hjille on ihe K.iigil tioiil which is 
hogging all Ihe alteiilioii ol ilie media and 
politic i.ins has viitu.illy bl.u ked out the 
olhei political and ecoiuiiiiii iionts wheie 
the caielakei government is bhilantW 
taking policy decisions in ileai violation 
olitsbiiet Apait liointhequeslionwhelhei 
a caictakei goveinnieiu can take ma|oi 
polic y dec isions. the concessions giv eti by 
It lo ihi poweiliil lobby ol lelei otii up- 
iiaiots coming pisi on the evi ol the 
elections should alert the poltiii.il p.irties 
as well as the I'h ciion Coniiiiissionei's 
otiii e to possibilities ot iindeiliaiid deal' 
A sigiiilii atii I li.mee is the appoinlmenl 
III a minisirv ollui.d as the new duel 
eseciitivc ollicei (Cl Oiol Puisai Bhatali 
Allhough Pi.is.ii Bhai.itiis.iii,inionoinous 
biKly, iis niomhi'is nieiklv suhnnited to 
Ihe nnpoaiiiiii of .1 Ci'O who is an ad 
dilioii.il M'cieiaiy m ihe mIoiin.Uion and 
bio.tdi.islnig niiiiistiv As espeiled mi¬ 
ller Ihe leeinie o| ilns new oMicei 
Diiiiidaisli.in has been luined lolalb inin 
agiivt mini III monilipiei I VVluitevei little 
covci.e'ellu'opposilioii used lo•'e( eaihei 
h.isbi eii ''l.iikeiloni now in t.iviuii of tiill- 
liltovn lio'iily publn itv M mnnslets - 
ili,inksloK.ii<'il.i‘.'.ini Wlielliei iii>lioine 
nnntstei .Xilvani visiiing K.iigil om ilav. 
Ill ill lime nnni'lei Cieoiee I eiii.nules 
going thiie .iiiotliei day. 01 ihe riiiii'' 
niinistei .iildiessim.’ iiieeimgs ,ind holding 
talks with liiicigii ihgnil.iiies on Ihe wai 
siiiiaiioii II IS only these goveiiniieni 
diginutiies who i an make to Dooul.n .h.ni 
now Then visits in the li.iltleiimii .iiui 
speeches eailing iipoii Hie ii.iiion 10 laltv 
tiehnidlhei!) ate spillin-.'ovei liom K.ngil 
to Ihe eiecioi.il aieiui .issinning, (he di.ir- 
.11 ter I >1 an elec IIIII .jinp.ngn In but tin v 
can be con si I ued .is.i rnn-up In the i minis'' 
elec lions liven ihimuh 'int .iiniy has imi 
been .il<le lo lec.ipiuie all (lie stialegu 
heighls al Kaigil Ihe BIP 1 . .lUinipinig 
lo oceupy all llie .telvant.ii'cuns In iglits in 
anelc'i lioiuanip.iu'ii wheihe 1 asadisiii 
h'llurol hiigissc III the eiiipouiU seetot 
01 .IS a nioiiiipiiiv voice m ihe media 
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CURRENT STATISTICS £l>WRcse«reh Foundation 

llniisually luw levrl iif annual mniiuon ratr 12 per rent as pet WPI), some moderation in monetary growth iollnwing reduced growth o> net bank credit to 
gnvrtninrni and hence a slowing down n( currency growth, percintence of absolute reductions in non-lood credit and uzeable increases in banka' mvetlineaii, 
and tominiiiitg decelerations in the growth ot industrial output and exports in dollar terms characterise the current economic situation However, as a result 
ot MM iiivcsinicnis equity prices have begun to look up f ven so. there has been a reduction in the country's foreign exchange axsets during the pul month 

Macrixxronomic Indicators 
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Over Muiilh 

Osei Year 
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2hS7()( 1 6) 

21741(12) 

12271208 ti 

1110*8)09 6) 

84162(171) 

Net Rank Cn dit to (hivi 

412104 

7217( 1 8) 

114461(4 1) 

21112(6 6) 

10Wi7(9 1) 

1608(817 01 

41*17104 1) 

108400 2 0) 

Rank 1 mill lu C ixniiil Sex un 

48*1276 

713(0 1) 

60401(14 1) 

2111(01) 

1867( 4) 9) 

142040 2 1l 

1641)010) 

11619(9 2) 

Net Foreign 1 xchange Asm'Is 

114216 

164(04) 

2798’(22 2) 

118IM8) 

11W 0 1) 

220640 7 4) 

2I()72(2()I)) 

21116(28 4) 

Reserve Miuirv (June 21 1 

2(i6117 

611(0 2) 

17149(16 4) 

7117(’.8| 

3406(1 I) 

1281804 1) 

26417(11 11 

1127(2 8) 

Net KHI Credil to Centre k 

11.1909 

2141(1 7l 

1618(18) 

84<)2(.1 8) 

14614(11 0) 

11799(90) 

1291100 71 

l*»140 6) 

RBI f irdii to Hks/Cixnni Secloi 
ScIteduledCcnnnu'Kial Uiulks (luiie 21} 

21760 

1071( 4 0) 

11691(812) 

271(1 (I 

-I2I7( 80) 

10201(66 8) 

2029(11 1). 

11.1.1}( 14 0) 

Dcpusils 

7294I7«>' 

(i6l( 0 1) 

101471(16 9) 

12)46(1 7) 

I81H(1 1) 

III86IOK1) 

9'>till09 7) 

7178(8161) 

AdvaiKcs 

16641.1 

1482( 04) 

46719( 14 6) 

412(0 II 

-4401( 1 4) 

4192102 9) 

41677(16 4) 

24187(9 6) 

Nini-FoihI Advances 

144021 

II8I( 0 1) 

41486(117) 

.1I61( 1 1) 

>)f)l6( 2 9) 

17.191(12 1) 

407*8)01 1) 

26.18(810 9) 

Investnn'iiis (tor SI K purposes) 
CiHiuiieicul liivcsiiiients and 

276187 

4911(1 8) 

42617(18 2) 

2246M8 81 

11261(7 0) 

1.141406 21 

281920 4 8) 

21711(116) 

bills (ediscoiiiUed with i'Is (luiir 18) 

10171 

112(1 1) 

l.117(H417) 

1114(2 7) 

1011(9.1) 

16811(12 4) 

12112(64 2) 

4)68(27 |i 


(e Includes Rs I7 945cnirr niiiicsountot pnKcnls lioiii RIBssince Aiipiisi 38, 1998, escludiiigllieiiulicyear-on-yuar and ihe 1998 99 liscai yeai growth iil nuuiey supply 
wnikliie IA2piV(rnlaiKl h h per tent. ics|in.lisrly likewise Kuik ihpoMtswithiril KIHsgrew by M0|xrceiu and ISSperceiU. respeclivelv } alter ckmov of govt acccxuics 
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Full Fiscal Y'car Aveiages 


Prnduelbin (I991-«4s.l00) 

WnglUs 

l*W 

l*J98 99 

I*J*I7 98 

l9‘Jfv*J7 

l*J91 % 

19*44-9.1 

Oriicial Incies 

l(X) UO 

IKiO 

142 8(18) 

117 («6 6) 

12*) (81.1) 

122 1(128) 

108 4(8 4) 

Mining and Quanving 

III 47 

1110 

120 1(1 7) 

122 4(19) 

l|16( 2 0) 

117 9(9 6) 

107 6(7 6) 

Maiiufacluiing 

7*) 16 

IS*I » 

I4(> 1(4 I) 

I40 6i6l| 

111 8(6 7) 

121.1(118) 

108 1(8.1) 

llecliicity 

Ki 17 

112 2 

118 4(61) 

110(86 6) 

121 *8.19) 

117 1(8 1) 

108 1(8 1) 
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Minilli 

Yeai J 

m 2{XX) 

So iMr 

*)*J8 ‘W 

I n 

d of 1 iscal Ye 

ai 

Cnpitul Maikct 


Ago 

Ago 

Tiiiugh 

Peak 

Ti nigh 

Peak 

1*198-9*) 

l*J*)? 98 

1996 97 

B1I' <Mnisiinc Index 0‘)'8-79>-|(X)| 

4161(10*)) 

4042 

1112( 24 4) 

.1241 

4161 

2781 

4281 

1740(-1 9) 

3891(15 8) 

1.16l(-0 2) 

B.SF-100 0*181 84=100) 

18X8(79 4) 

1716 

I419( 214) 

1409 

1887 

1242 

.H*)0 

l611(-2 7) 

16970 5 9) 

I454(-1 5) 

H.Si:200 ||*)89*8).>I(X)| 

411(1001 

4(X) 

1.17(-2I 1) 

.122 

411 

289 

429 

18(808) 

17704 9) 

128(-5 0) 

S and P CNV K) (Nos 1 PWI^KXX)) 

1214(101) 

1161 

*)6l(-22 1) 

911 

1214 

812 

1211 

I078(- 11) 

1117(15 4) 

%8 

Skmdia <iI>K Index (Jan 3. I*J'>.1=I(XX)) 

899(211) 

711 

728 

181 

89*) 

111 

101.1 

611(- V) 1) 

9400 I) 

910c-4 4) 


Fiireign Trade 

Mav 

iiscal Ye.ir Se Jai 


Full 1 iscal Yeai 




I9'W 

199*l-7IXX) 

1998-99 

19')8-9*J 

1997-98 

19*)6 97 

r)9j96" 

Fxpons Ksiiore 

mix 

2266216 1) 

211641191 

141604(8 8) 

110101(9 5) 

118X1701 7) 

l(H>t11(286) 

t >S ‘s iini 

2646 

SIOK Oil 

112*8 

14) 

13611( 19) 

14976(4.1) 

1147(81.1) 

11797(20 8) 

liii|mrts Kscinre 

1411.1 

2XI77( 6 4l 

10.11(219) 

I7fi09904 2) 

11417601 0) 

118920012) 

122678(16 1) 

US S nin 

1401 

6191 (-12 11 

71120 

21) 

41802(0 9) 

41449(1 9) 

39112(6 7) 

16678(28 0) 

NimK)!. US $111)1 

2711 

1118(19 01 

6191(34 81 

11928(101) 

32.1260 1 9) 

29096(-02) 

29152(28 3) 

Balance olTiadc Ksciiir,' 

-1217 

-Mil 

8712 


-14491 

24076 

-20102 

-16321 

US $ inn 

717 

12*8) 

2181 


-8188 

-6472 

-1661 

-4881 
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Foreign Fxchangc 


1998 1999 

Minitli 

•Year 

Final Ycai SoFni 

1998 99 1997-98 1996-97 1995-96 1994-91 

Rexerves (excliuling gold) 



Agi 

Ago 

|9*J9.2(XX) 1998-99 




Ks Cline 

111411 

102220 12144(1 

171 

29211 

6009 -291 

229.11 

22117 21649 

7302 18402 

US$n)n 

10101 

24046 29510 

-270 

6217 

771 -1910 

1114 

.1607 .1241 - 

.1690 5640 


Mires (II Sii|vrscripl iiunu ral demites innnlh ii> wnich figure relates, e g, siiiieiscripl t stands lor March (ii i Pigurrs in brackets are percentage variations over the specified 
01 osii ilH.-coinpar.ii<lepcriud ot the piesloic seal neg negligible 
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COMPANIES 


EPVf Research Foundation 


E MERCK (INDIA) 

Healthy IVends 

E MERCK (India), a .51 per ccnl sub* 
.sidiary of Gcinian ph.jrinaccutical major 
KGaA. i.s one of (he largest players in the 
vitanitn.<i market It draws more than SO 
per cent of ns turnover from the .sale of 
vitamins and its leading brands m the 
segment include Evion, Polyhion and 
Ncurobion The company ha.s perlormcd 
well dunng the year ended Detcmber 11, 
1998 While net sales increased by 17 6 
per cent over the previous year, 1997, 
operating proln improved by 1.19 per 
cent Despite a sharp increase in dopie- 
ciation (up 44.3 per cent), the company 
managed to post a 38 6 per cent higher 
net pmlit The company irttribules its 
encouraging performance to its impnwed 
operating etticiency a lower inturc.st 
burden (down 9 2 per cent) Tax provi¬ 
sion did not mcieaso as the c(>mpany 
received sonic tax concussions following 
the commissioning n| its soft gelatin 
capsules plant during February I99K 
With earnings per share increasing Iroin 
Rs 11.6 to Rs 16, ihc company decided 
to raise Ihc dividend i.ite from .)2 per cent 
la.st year to 37 per cent Book value loo 
moved up fioni Rs (4 4 per shan.' to 
Rs .56 3 pel share 

In order to come nut of the DPCO 
purview, the company liansteired its 
polybion unit to a small-scale unit The 
company also hiked the pi ices ot its maior 
products dunng the third quarter t>f the 
year under icview Meanwhile loi the 
first quartei of the cuiicnt year, 1999, the 
company h.is suffered a setback Though 
net sales iiicieascd by 13.4 per cent to 
Rs 61 5 emre. the company's bottomline 
declined by .(7 7 percent as compared to 
the corresponding period last year This 
was mainly due to the company’s volun- 
Uiry letirement .scheme (VRS) payments 
and provisions tor giatuity Its operating 
profit margin too show cd a fall from 13 6 
per cent last year to 12 1 per cent The 
company has been aggressively market¬ 
ing Its diagnostic kits and reagents and 
this could have resulted in the increased 
expenditure during this period Accord¬ 
ing to company souices, however, the 
company's p(»srbottomline isonly a result 
ot teni|)orary factors and it should .soon 
bounce baik as Ihc !c.sult of the VRS 


scheme will be witnessed during the 
lemaining part of the year. The company 
closed down its chemical production di¬ 
vision at Taloja after 124 employees opted 
foi the said VRS scheme Further, the 
figures for the first quailer are not ictlcc- 
tivc ot the entire year’s working as 
vitamin sales are low during the fust 
quarter of the year (January-Match) 
Dunng the current ycai, the company 
launched plain fish hpidoil Maxepa under 
Ihc Seven Seas brand which has a sale 
of Rs 2.5 crure in India and was recently 
acquiied by the parent company New 
pinducis launched in the last few months 
include anii-oxidant Cadvion. Muxepa 
and calcium plus vitainin-D. Ostcram D 
and Ihc derma pioduct Exioiic Gel The 
company now plans to mlioducc new 
products III ihe cardiovascular and der¬ 
matology categories in older to reduce 
Us dependence on vitamins It is also 
giving a new thrust to Concoi, a bcia- 
blockcr which is a big brand from the 
parent company T!ie company’s sunk 
piescntly quotes at anuind Rs 605 on the 
bourses, di.scounliiig its 1998 earnings by 
37 8 times. 

GLAXO INDIA 

Robust Growth 

Glaxo India has performed well dunng 
theyearcndcdDccember3l. 1998 While 
net sales moved up by 14 9 per cent ovei 
the previous ye.u. 1997. the company's 
opeinimg piolil iinpioved by 13 4 pei 
cent A lowei interest burden (down IS 6 
per tent) helped the company more than 
double Its bottomline during ihe peiiod 
Earnings pci sliaie rose Imm Rs 6 V lo 
Rs 14 5 while book value was higher at 
Rs 54 1 per .shaic (1997' Rs 45 I per 
shaie) Following its cncouiaging peifoi- 
niancc, the company raised the dividend 
I ate from 40 per cent la.sl ycai lo SO per 
ccnl '1 hccompany’ssharcpricccuircntly 
hovers around Rs 705 on the bourses, 
di.seounting its 1998 earnings by 48.7 
times 

Meanwhile. Glaxo India has put on 
hold the merger with the Biddle Sawyer 
group of co:upanies The three compa¬ 
nies, Biddle Sawyer, Cmydon Chemical 
Works and Meghdoot Chemicals are 
wholly owned subsidiaries of Glaxo India 
which were acquired in early 1998. The 


company ha.s been having problems in¬ 
tegrating a Biddle Sawyer manufacturing 
facility at Goregaon because of a past 
wage settlement with the workers Ftac 
the first quarter ot the current year. 1999, 
the company has posted a 4.8 pei cent in 
gross .sales Its domestic phaimaccutical 
sales increased by 5 3 per cent, while 
cxpoitsgrewby 11 pei cent Profit before 
tax was higher by 15 4 per cent at Rs 20 
crore and the company po.stcd a net profit 
of Rs 13 3 cioa* dunng the three-month 
period Sales of the Biddle Sawyer com¬ 
panies aie also highei by 5 per cent to 
Rs 10 cioic Glaxo has paid a sum of 
Rs I 77 I loa* into a piicc equali.sation 
ainouni ovei lanilidinc oveipricing 
Prices were revised in early 1998 from 
Rs 1,800 to Rs 1.203 per kg and then 
upvsaids by Rs 52 The company claims 
thai the Biddle Sawyer acquisition will 
achieve break even in six yeais lioni 
the date ot (akcovei. and that the profit 
ability of the companies was a high 2'.' 
pet eeiu Despite the low growth during 
the lirsi quariui ol 1999. the company 
claims th.d It expecic lo inaintaiii a 
giowih ol 15 pel ceiH dunng the year 
Glaxo has also acquiied K'I's veleiinars 
brand and ilie ci^ maikelmg ol Equal with 
Monsanto 

PHII IPS INDIA 

Towards a Revival 

hfectioinc s nu|ut Philips India witnessed 
a turnaiound duiiii!! the year ended 
Deccinhei 31. 1998 While net sales wij||^ 
highei by 7 7 per cent ovei the picvio^. 
year. 1997. ilie company's opciatmg 
piolit iinpioxed by 5 2 per cent over the 
same peiiod While interest chuiges Icll 
by 1.7 pet cent, depieciation was higher 
by 2 6 pci cent As compared lo a los^ 
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The Week’s ConpeBle* 

(Ks UtUi) 



E Merck (India) 

Glaxo India 

PhUliM India 

Financial IndkatorB 

Dec 

199S 

Dec 

1997 

Dec 

1998 

Dec 

1997 

Dee 

1998 

Dec 

1997 

Inrome/appropriatloiM 

1 Net sales 

2.379R 

21944 

72632' 

03234 

163664 

1.32670 

10 2 Value ef production 

23477 

22293 

71433 

6349.3 

164961 

152103 

3 Other Income 

407 

407 

3416 

2861 

116 

117 

4 Total imome 

2S884 

227«) 

74869 

68 3.36 

165077 

152220 

$ Raw matcnaJs/stnies .md 
spares cunsumed 

6869 

6.378 

246.33 

2320.3 

30746 

3.3648 

6 Other manufaciunng expenses 

7335 

5912 

20208 

18372 

88946 

70743 

7 Kemuner.dion to employees 

.3.395 

.3087 

73.34 

67.34 

10148 

11156 

K Ollier ex|icnse\ 

-3552 

3142 

10401 

9220 

2.3685 

23693 

9 Opeiatwg piofil 

453.3 

39X1 

12'>7I 

10823 

11.352 

10980 

10 Interest 

472 

320 

862 

1021 

3496 

3538 

11 Utow pi Dpi 

4390 

3427 

13422 

8348 

5310 

1.307 

12 Depreciaiion 

691 

479 

1419 

13.3.3 

3309 

3224 

13 Prnfii hepire lax 

3699 

2948 

1200.3 

721.3 

2001 

-1917 

14 Tax pn'viMun 

l(XK> 

KhK) 

3340 

1096 

803 

-.303 

IS Piopt apri no 

2699 

1948 

R6(>3 

4119 

1198 

-1414 

in Llividendv 

686 

39.3 

3288 

2780 

751 

301 

17 Ret.lined pnitil 

2013 

1333 

3 373 

1.339 

447 

-1913 

I,iBbililics/asvcls 

IM Paid-up vapitai 

1686 

1686 

3978 

3978 

45.3.3 

43.33 

19 Reserves and surplus 

7812 

3799 

26383 

21006 

14438 

14033 

20 Long-tcmi loans 

1812 

2944 

1293 

IIXO 

12426 

10.367 

21 Stiuit-lcrin loans 

93 

.342 

719 

3936 

716.3 

6-489 

22 Ol whiih hank, huiioivinits 

93 

342 

84 

NA 

716.3 

6489 

23 Gloss fixed assets 

991.3 

8871 

22424 

21167 

43435 

41 396 

p24 AcLUiiiul.itcd dcpiesi.ition 

3464 

2863 

13187 

11971 

24248 

212(H> 

23 lascnuiries 

.3304 

3121 

12713 

1 3140 

18229 

13876 

26 Tola! assols/liahiliiie. 

16120 

14X74 

494 li) 

4S302 

73 3.38 

70970 

Mcstellanroiis items 

27 bxiise dul> 

114 

269 

6732 

6347 

3443 

4.304 

2X Gross valiu added 

8K(Hl 

6974 

23323 

14142 

16831 

10426 

29 1oiul loiupn L'xehaive iiiloiiic 

1477 

1347 

6710 

4377 

4381 

4562 

30 Tiilal toicigii csehoiiiie outgo 

3360 

38.33 

7741 

7417 

14927 

14391 

Key flnaiKial and pcrfuriiuiiHe ratiiis 
3I Tuinover ratio 

(sales lo total assets 1 (‘X) 

160 04 

1 17 3.3 

147 04 

1 30 01 

223 16 

213 12 

32 Sales to total net assets (%i 

226 24 

200 02 

211 3(> 

|96 9 3 

424 22 

4.30 /4 

33 (boss value .idded lo 
gross fixed assets (V) 

88 77 

78 ()2 

104 01 

66 81 

38 73 

2< 19 

34 Kclurn on invcsuiKiii 

lgio‘. piolit to total assets; (M i 

27 23 

23 04 

27 16 

1X79 

7 24 

1 84 

3.3 Gross profit lo sales 
tgniss inaigin) ('%) 

17 02 

13 62 

18 47 

13 31 

3 24 

0 86 

36 Operating profit to sales Cit) 

17 37 

18 14 

16 89 

17 II 

7 06 

7 19 

* 17 Pr»rit hetoie tax 11 sales I'A) 

14 34 

13 43 

16.32 . 

II 41 

1 22 

-1 26 

38 Tax piovision to 

prutit betore tax (9f i 

27 03 

.33 92 

27 83 

42 91 

40 13 

26 24 

39 Prom alter tax to net worth 
(return on equity) I'id 

28 42 

26 03 

26 77 

13 26 

6 31 

761 

40 Dividend (%) 

37 00 

32 00 

30 (K) 

•') 00 

13 00 

10 00 

41 Banting jier share (Rs) 

1601 

It 55 

14 49 

6 89 

263 

3 M 

42 Rook value per shaie (Rs> 

36.33 

44 40 

34 13 

45 14 

,38 69 

37 71 

43 P/E ratio 

37 79 

NA 

48 hS 

NA 

.33 11 

NA 

44 IX'bt-equity ratio 

(adjusted for revaluation) ('X<t 

19 08 

39 33 

4(81 

4 37 

70 33 

60 38 

4S .Short-term bank borrowings 
to inventories ('4) 

1 7.3 

10 38 

0 66 

NA 

39 29 

40 87 

46 Sundiy cieditors to 
.sundiy debtois (%l 

103 71 

63 26 

124 82 

142.33 

150 97 

131 89 

47 Total rcmuneralion In employees 
to value added 1 %) 

40 8.3 

44 26 

31 45 

47 62 

60 29 

107 (HI 

48 Total icniuneratinn lo einployee.s 
lo value ot pniduciio'i (%) 

14 II 

13 83 

10 26 

10 28 

6 1.3 

7 33 

49 Gross fixed assets ftniiuttion (9(.) 

II 73 

22 90 

3 94 

9 14 

4 93 

1 29 

^ 30 Growth III inventories (%) 

3 37 

3 37 

-4 711 

16 0.3 

14 82 

-6 70 


NA tnean^ not avaiUblc 


of Rn 14.1 croiv in pnrvioASr’yeac; !|iK 
company posted a net profit of approxi* 
inately Rs 12 cmre during the year unc^r 
review Thecompanyduclaredadividend 
ot I fi per cent with its caming.s per share 
touching Rs 2 6 Book value, meanwhile 
moved up from Rs 37.7 per share to 
Rs 3ii 7 per shaie Its .stock presently 
quotes .It around Rs I4.S on the bouises. 
discounting its I9*)8 earnings by 55.1 
lime.s 

Appaiently, the company's testructur* 
ing exercise which was initiated in 1997 
has shown gisnl results The programme 
hu.s led to a locus on quick intniduction 
of new pioducis and continuous up> 
gradation of technology The company 
reduced its expenditure on employees 
sharply by 9 per cent during the year 
undci review The comp.my also clo.sed 
down .several unviabk divisions and 
lationalised its nianulaciuiing operations. 
It has now decided to sell olf its iiun- 
ceramic passive coniponenis business at 
Lorn in Uttar Prailesh to B C Components 
India, a purposed subsidiary ot The 
Netherlands bicsed H C Components Inter¬ 
nal lonal BV, lorn consideration ol Rs .12 5 
croic. At thi company's cxttaoidinary 
gcnerl meeting oailier the company 
management had withdrawn the resolu¬ 
tion on the sale ot the laini unit The 
linancial institutions had lorced a poll on 
the resolution Appaiently. while the 
employees were willing to buy the unit 
at Rs 10 cioic, the company's iiiaiiagc- 
meiil was not leady to violate the agicc- 
nieni ii had almady enterc'd into with 
Videoeon lor Ks 9 croie ’Ilie sale ol the 
unit is part ol Royal Philips hleetuniics' 
decision to locus on ccTaniic components 
toi u.sc in high volume cicctionic appli¬ 
cations. which IS pait ol Philips Coni- 
potu'iiis and conti ihules aiound 5 per cent 
to the company's turnover lor 1998 The 
division IS regaided as thecountty's single 
window tor a wide lange ot electioiiic 
coniponenis The unit makes a range ol 
conventional and non-ioiivcntioii alumi¬ 
num passive components (resistois. eli'c- 
trolylic, iitm cap<ieilors, poientiomeicis, 
liimmv'rs and gang condensers 

I'Oi the tnsi three months ot the eiinenl 
year, 199M, the company has [Hisicd a nci 
piolil ot Ks 4 5 ciore as against a lo.ss 
ol Rs lO.b cmie m the eotrespondmg 
period last year. I'his was lollowmg a 11 
pci cent higher .sales ovet the .same 
pertvid Intea'st charges lorllic period wca* 
lowei by 12 4 |H*t cent while depieciation 
loo was maiginally lowet 
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COMMENTARY 


Gentlemen and Officers 

ArvindNDas 


By adopting General Shankar Roy Chowdhury as its candidate for the 
Rajya Sabha, the Left Front thinks that it has staged a political coup, 
even if its cynical choice of candidate represents a symbol concession 
to Bonapartism. Curiously, it appears quite unconcerned with the 
political orientation of the person whose candidature it is endorsing. 


THERE was constenution in West Bengal 
some years ago when its then finance 
minister, Ashok Mitra proclaimed, “I am 
not a gentleman. I am a communist.” The 
well known columnist and acerbic com¬ 
mentator, the Calcutta Diarist known as 
AM to the readers of EPW, of course, used 
the term ‘gentleman’ to denote a member 
of the Bengali ‘bhadialok’, the genteel 
folk who hegemonise the stale in most 
respects. Communists and anti-commu- 
nists, reactionaries and reformers, 
zamindars and pea.sant leaders, capitalists 
and trade unionists - they were all from 
the bhadralok. And, therefore, the bhadra- 
lok just could not countenance anyone 
opting to leave their ranks and proudly 
proclaim that fact. 

At that time, the eminent economist was 
nut only a .Marxist by conviction but he 
also had a CPI(M) card-of-membership to 
prove his credentials. Some time later, he 
resigned from the United Front govern¬ 
ment and even the party. However, Ashok 
Mitra was elected to the Rajya Sabha by 
the Left Front. He has been representing 
West Bengal with distinction in the upper 
house of parliament and has rai.sed many 
issues of national and international impor¬ 
tance there and elsewlicre. Mitra’s inter¬ 
ventions have always been weighty, 
scholarly and thorough. His speeches, like 
his wnting.s, have been masterpieces of 
discourse. His trademark well-starched 
‘dhoti’ and spotless ‘Panjabi kurta‘ marked 
his appearance as a typical bhadralok. And 
his behaviour in parliament, as his inter¬ 
personal intercourse with fellow members 
andothers, has been pm-fectly gentlemanly, 
as his colleague on the Woriong Group on 
Patents, Murli Manohar Joshi will readily 
testify. Even Manmolian Singh, fellow 
economist and formci finance minister 
against whom Mitra once lodged a com¬ 
plaint for breach of privilege on the ground 
that Singh had misled pailiament, will 
more readily .speak ol Mitra’s scholarly 
achievements than cavi I at his communism. 

Now, Mitra has decided that he has had 
enough of the Rajya Sabha. -The West 
Bengal Lett Front has, therefore, decided 
to find a substitute tor the economist 


member of parliament. With lieavy irony, 
the ruling coition has chosen the retired, 
but by no means retiring. General Shankar 
Roy Chowdhury, the bluff and hearty 
former chief of army staff, almost the 
stereotype of the ‘officer and gentleman’ 
- tliough perhaps not quite of the generally 
non-martial bhadralok - to repkice the 
intellectual communist. In the pursuit of 
realpolitik, the Left Front has indeed come 
a long way from its gauche days, using 
the term with both its English and French 
meanings! 

Die I^fl Front has really demonstrated 
that there is something as teing too clever 
by half. The proposal to send the general 
to the house of eiders was first mooted by 
the mercurial Mamata Banneijee who 
definitely had an eye on the main chance 
in the context of the jingoism let loose by 
the Kargil conflict. Unfortunately for that 
most populist of all West Bengal politi¬ 
cians she lacked the divisions in the state 
assembly her party’s strength there was 
rcstncied to a sole follower. Since more 
than 40 votes are required to send a rep¬ 
resentative to the Rajya Sabha the grass 
roots Trinamool leader could do nodiing 
in the legislative arena. 

The idea was taken over by the Congress. 
Patriotism need not be the last refuge of the 
scoundrel, said the party; it can even be 
iLs second choice. The general's candi¬ 
dature was, therefore, seriously discassed 
within the Congres!!, and as is the wont in 
that party, was leaked to the press. How¬ 
ever, the party decided early enough that 
the general would only get the votes Jeft 
over after ensuring the election of the main 
candidaieofthe Congress, theoldwarhorse 
Pranab Mukheijce, who has the distinction 
of having at different times represented 
Gujarat and West Bengal in the Council 
of States The problem arose then. For all 
his skills in the art of statecraft and manage¬ 
ment of politics, Pranab Mukheijee was 
not surethat he wouM bethe first preference 
ol the electors if General Shankar Roy 
Chowdhury was also on the ballot, even 
if Pranab Mukheijee’s name - like that of 
Abu Ben Adiwm - led all the rest. In times 
of war, or even ‘war-like’ times, soldiers 


become highly popular, even old soldios 
don’t just fade away. Pranab Mukheijee, 
therefore, is alleged to have prevailed on 
the Congress legislatuie party to undeitake 
to extend ‘secret support’ to the general: 
there was “nothing offtcial about it”. i 

It IS here that the political managers of 
the Left Front stepped in. They dwided 
to adopt General Shankar Roy Chowdhuty 
as their own candidate in the ‘eminent 
persons category’ and to set him up for 
the Rajya Sabha in such a manner that the 
Congress would have no choice but to 
transfer its surplus votes to the general 
after satisfying the need of its national 
general secretary and one-time aspirant 
for prime ministership, Pranab Mukheijee. 
One-upmanship vis-a-vis the Congress was 
definitely the considei ation. The Left Front 
thought it was thereby .staging a political 
coup, even if its cynical choice of candi¬ 
date represented a symbolic concession to 
Bonapailism or, at the very least, to pit- 
vailing Jingoism The fact that the Front 
was proposing to send to parliament a 
‘gentleman’ to replace a ‘communist’ did 
not bother its leaders. Curiously, neither 
were its leaders concerned that they veto 
endonsing the candidaturcof aperson about 
whose political orientation they were 
blissfully unaware. 

General Shankar Roy Chowdhuiy re¬ 
moved this state of innocence quickly 
enough. That was soon after his adoption 
was announced by the Left Front and even 
as the Left Front leaders were chortling 
at the thought of having outsmarted the 
Congressmen and even die one Congicss- 
woman who matters. Indeed, that happened 
even as the Congress was bickering about 
how It had allowed Pranab Mukherjee’s 
political insecurity to overtake the party’s 
judgment regarding setting up General 
Roy Chowdhury as its own candidate and 
instead fall into the trap of the Left Fronts 
The good general did this by participating 
in a BJP Unction to hail Shyama Prasad 
Mookcijee as the ‘first martyr in Kashmir’. 
Neither the fact of the politicai advantage 
that the BJP was seeking to derive from 
this nor even the falsity of the claim which 
negated the role of the Indian soldiers who 
had laid down their lives in thefiist Kashmir 
conflict bothered the general. When he 
was questioned about his participation in 
a function which was clearly aimed 
against the secular forces, Geiiaal Roy 
Chovrdhury said with disarming simpli¬ 
city that he went there because he had 
given his word to the organisers much 
earlier. And, of course, the word of an 
officer and a gentleman is his bond! 

It was curious enough that the Left 
Front had made such a choice of candi¬ 
date of a person who is naive at best It 
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was ciniouser that while the Congress maifllained a stoic silence. After all, hav< 
protested about it being dragooned into ing made its bed. it had no choice but to 
having to vote for a person who endorses sleep in it. Having chosen cynicaliy and 
the BJP's line by lending his august in haste, the Left Front may yet have the 
presence to its function, the Left Front opportunity of repenting at leisuie. 

^dia’s Kargil Policy 

Serious Flaws 

Baintt Puri 


The policy on Kashmir needs a thorough review. No policy can afford 
to ignore the role of the people and their genuine aspirations in 
Jammu and Kashmir which implies recognition of all ethnic identities, 
including the Shimi-speaking community of Dross and a reconciliation 
of the diverse needs. 


I TOLD Parveen Swamy in March last, 
“this IS the most dangerous period in 
Jammu and Kashmir’s history” And that, 
for the time. I was almost without hope 
(Mainstream, March 26). 1 was unable to 
share the general euphoria created in the 
country by the pioneuncemcnts ot the 
central and .state governments since be- 
^ ginning ol 1998 about the near end of 
* militancy in the .slate. No doubt a record 
of visitors to the valley and pilgnms to 
the holy Amamath cave and decline of 
peicentagc of Kashmiri youth in the 
militancy outfits were positive indicators 

But the official theories grievously erred 
in presuming that the non~Kashmiri 
Muslim parts of the state had become 
safer The spurt of violence in Muslim 
majority part of Jammu region was not by 
the militants on the run from the valley, 
as we were told But indicated a distinct 
change in the Pakistan strategy and ob¬ 
jectives in the J and K which required it 
to convert the Ka.shinii1 movement for 
azadi to Mu.slim movement for Pakistan. 
f For that reason it had to divert to targets 
from Kashmin to non-Kashmiri Muslims, 
first in Jammu then in Ladakh. 

In 1990. militancy started in the valley 
as a popular ethnic upsurge inspired by 
what was called ‘Kaslimiriat’; of course 
Kashmiri militants received arms and 
training from across the LoC. Gradually, 
the militant movement was taken over by 
Pakistani agencies. Its overground seces¬ 
sionist leadership also tilted accordingly; 
which was one of the major causes of the 
loss of its pqiular support in the valley. 
The next phase of militancy neither com¬ 
prised Kashmiris nor was inspired by 
Kashmin nationalist slogan of‘azadi’.The 
new nuiitants were non-Kashmiri speak¬ 
ing. indoctrinated in a particular br^ of 
Islam, or regulars of the Pakistani army. 
They operated in the hilly terrains of non- 
Kasfuniri Muslim parts in Jammu and 
glaciated peaks of Ladakh, which were 


more impregnable tor the Indian forces 
than were the plains of the valley. In 
Jammu, militants from the Pakistani pan 
of Kashmir and Punjab had a close ethnic 
affinity with the local Muslims and could 
expect a better response here than in the 
valley Similarly a neglected non-Kashmin 
and non-Shia, Shina-speaking Muslim 
community ol Dra.ss in Kargil, belonged 
to the same cihnic slock across LoC and 
could possibly provide the first point of 
local contact and information about topo¬ 
graphy to Pakistani intruders, in a region 
which is otherwise loyal to India. Pakistan 
must also have calculated the political and 
strategic gams from shifting the scene of 
its operations For any disruption in 
Jammu-Snnagar highway that passes 
through Muslim majority belt of Jammu 
and vulnerable Snnagar-Kargil-Leh high¬ 
way would cut the Indian defence system 
into three parts while Pakistan would have 
direct access to each of them. Moreover, 
the Muslim communities of the three 
regions would thus be consolidated 
Meanwhile two major Muslim commu¬ 
nities of Rajouii and Poonch border dis¬ 
tricts of Jammu - namely, gujars and 
pahans - were getting alienated by the 
Kashmir-based leadership. The former for 
lack of representation in the government 
and the latter fni non-fulfilment of the 
promise to declare them a scheduled tribe 
The National Conference (NC) tried to 
unite them under it by playing on their 
communal sentiments and promising a 
separate regional status for them, to rid 
them of the so-called Hindu domination 
in Jammu region The parliamentary elec¬ 
tion of 1998 encouraged the same senti¬ 
ments as it divided Jammu along commu¬ 
nal lines. For tne first time the BJP won 
both Lok Sabha seats of the region and 
swept all Hindu majority assembly seg¬ 
ments while the NC held its sway in all 
Muslim majority segments. Similarly while 
the NC strengthened its base in the Muslim 


majority district of Ladakh, relations of 
NC stale government with Ladakh Bud¬ 
dhist Association which controls the Auto¬ 
nomous Hill Council of Leh district were' 
strained. The latter has threatened to launch 
an agitation for separation from the state 
and for a union temtory status. 

By April 1999. the state govemmoU for¬ 
mally proposed the division of Jammu into 
Hindu and Muslim majority regions and 
of Ladakh into Budtfiiist majority region of 
Leh and Muslim majority region of Kai^l 
Though the proposal has bMn referred to 
an expert for further examination, its com¬ 
munal impact cannot be denied. 

The internal developments in the state 
just coincided or supplemented with the 
proposals of Amenca-based think-tanks 
for the division of the state on religious 
lines. One such highly influential Ka^mir 
Study Group propo.<>ed that such a re¬ 
organised Slate be given a status as 
"sovereign without an international per¬ 
sonality”. Some Indian associates of the- 
group insisted that the proposal envisaged 
such a status within Indian sovereignity. 
The idea is reported to have received a 
sympathetic response from Pakistan. For, 
its foreign minister suggested, in partial 
modification of its earlier stand, a 
dlstrictwise plebiscite to determine the 
future of the state. 

Political developments in each region 
of the stale, the NC campaign for division 
of Jammu and Ladakh, followed by the 
government proposal along the same line, 
demands of some Hindus and Buddhists 
for separation of Jammu and Leh respec¬ 
tively. from the state, international moves 
for its communal division, Pakistan'soffer 
for a distnctwisc disposal of the state and 
shift of militant operations from Kashmir 
to Jammu and Ladakh have come together 
The coincidence may or may not have 
been accidental. But they conveyed the 
same signal 

If these internal and external develop¬ 
ments had been taken notice of and actum 
co-ordinated among the diftcreni wings ot 
the government, the eloquent hints about 
activities ol Pak intruders in Kargil would 
not have .been dismissed so summarily 
either by intelligence agencies or the 
defence forces or the government. The 
intnision served a political purpose to some 
extent. Though it composed P^stani army 
regulars and mm-Kashmins, it was hailed 
by all secessionist leaders as a freedom 
fight. They also condemned Indian acnai 
bombing. Another point on which all 
Muslim leaders were concerned was the 
fate of the Kargil refugees alleging that 
they were being neglected because they 
were Muslims. The sentiment of Muslim 
solidarity was also promoted, albeit unwit¬ 
tingly, when I SO refugees from Kargil took 
shelter in Buddhist Leh and were greeted 
with the demand fortheir repatriation. The 
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youth Wing of the Ladakh Buddhist As¬ 
sociation warned “oui people will he the 
last to pay IhinI and extend hospitality" to 
what were called illegal intruders. 

Notwithstanding unpiccedcntcd inter¬ 
national support to Imlia on Kargil, high 
moiatc and sacriliccs of its forces and 
success on the battle front and the .sc‘n.se 
of ijutriotisin displayed by a united 
country, tlie ititcnial system of J and K 
IS weaket than cvei before', its political 
feadeiship is isolated from the people An 
oveieentralisi'd administration, with empty 
(Offers. IS hardly capable ol meeting Us 
nomial responsibilities not to speak of extra 
huiden put on it by the current ensis and 
the pioblenis ol upicxsted families, not only 
III K<irgil but the entire' border e.stinialed 
.iround .lO.(KX) and W),()(X), icspeclively 

How far will the gains on the other 
lioiits be inanitained it the home liont 
within tlie slate remains neglec led'* If wars 
are not louglil mereli by weapon.s and 
armies amt |H.‘ople .il.so matter, w hy is their 
Idle neglected in the dehale that is raging 
all over the country is not even men¬ 
tioned* If every war, particulaily a pos 
sihle Itufo-I’ak war. has an ideologic al and 
l><ycliologiial aspect .dso, what is iH'iiig 
done 10 siiengthcn this aspect*' 


True, the politick and administrative 
system in the state cannot he overhauled 
overnight. But why has the state govern¬ 
ment chosen the present juncture to add 
tresh political tensions with its proposal 
to divide Jammu and Ladakh regions? 
Why was the report ol the Regional 
Autonomy Committee which had evolved 
a consemus foi reconciling interests and 
aspirations ot all diversities of the mulli- 
eltmic state, suppressed and why has the 
national media chosen to black out any 
veisinn other than the official on if' Why 
the otticial electronic media cho.scn to 
provoke a controversy by arranging a dis¬ 
cussion in favour of the advantages of 
sc rapping the age-old practiccol the annual 
duibar move - movement of central sec- 
ictai ial between Jammu and Snnagaf' Why 
does It not occur to anybody in the country 
to quietly remind the Buddhi-st leaders ol 
l.aclakh ol their patriotic and humanitai lan 
duly not to be hostile to Muslim victims 
ol the Pakistani aggression in their region*' 
Why IS no media outlet is available to 
leaders of Kargil to cxpie.ss their genuine 
resentment against the aggression*' Why 
could not autopsy reports of six niutilalcd 
IhxIics of Indian armymen by their Paki¬ 
stani counterparts he supplied to Amnesty 


Intemattonal wdiich it demanrted befme 
giving Its comments on Pakistan’s action? 
Its verdict would obviously have earned 
better conviction with Ka.shtnirt Muslims 
and the liberal constituency in Pakistan. 
Why cannot thecentral and the state govern¬ 
ments settle the issue oi the latter's en¬ 
titlement for financial aid so that the ad¬ 
ministration IS saved I rum near paralysis^' 
Of course, the lessons oi Kai^il have 
to be learnt and the whole policy on 
Kashmir needs a thoiough review. The 
inadequacies in the defence strategy and 
intelligence system have to be removed. 
Foreign policy, including Indo-Pak rela¬ 
tions, may have to be reoriented in the 
light oi current and past experiences. It 
has to he a holistic approach, keeping in 
view India's long-term aspiration for a 
role not only in the region but also in the 
world Above all no policy - nor even 
concept ot sccunty - can aflord to ignore 
the role ot people and then genuine urges 
in the J and K state; which implies rec¬ 
ognition oi all ethnic identities, including 
the Shina-spcaking community ol Drass 
and leconciliation ot their diverse urges. 
Without that India cannot acquire* the 
requisite moral, political and dipiomatK, 
clout to plav Us due lole 


Centre for Budget and Policy Studies 

Tfie Centre far Budget and Policy Studies is an independent, non-profit, non-partisan research agency set up by a 
group of professionals in Bangalore under the Societies Registration Act of Karnataka in 1998 The objective of the society 
1 } *0 contribute through its research work to the better functioning of democratic institutions, especially at the local level. 

The Csnlia is inteiested in issues of development and equity, and plans to contnbute to a deeper understanding of these 
issues through empincal research in concrete terms, the CBPS will work towards providing information and resoarch support 
to panchayats and municipalities that have come up across the country after the 73rd and 74th amendments to the constitution 
It will develop expertise in budget analysis at the local level and use this as a tool for debates on development priorces 
In particular, it will fixius on the new Distnet Planning Committees that are to be set up in the districts under the 74th amendment 

CBPS IS now in the process u< building up its research team We are looking for young professionals, with post-graduate 
qualifications in any field of relevance, such as economics, social work, sociology, statistics, geography, management etc 
with around two years of experience for positions as Research Associates Apart from competence in their chosen discipline, 
they will need to have fieldwork skills - interviewing people, collecting data, arranging discussion groups and the like They 
should be willing to travel extensively in the districts - in the first instance in Karnataka. They must relish the challenge jg| 
of working in difficult conditions They must be proficient in English and Kannada Knowledge of any other language will 
be an additional qualification Above all, they must be able to work in teams Computer literacy is desirable. Women are 
encouraged to apply 

The Centre is also looking for a senior person who will function as Research Coordinator We are looking for someone 
with expertise in quantitative methods - econometrics, statistics etc - familiarity with software like SPSS and RATS, and 
tlie qual'ftualions to be a Reader in development studies in a good university or research insbtutions, who would like to 
work on a specifit* project for a while This person should have independent publications in professional journals. The Research 
Coordinator will also play a supervisory role in 'he organisation, under the guidance of the Research Director. We are open 
to persons coming on leave from an existing position, so long as it is for a minimum of one year 

CBPS requires an Administrative Officer-cum-Accountant. He/she should have a B Com or equivalent qualification, 
tamiliarity with accounts in the NGO sector, and at least three years of experience in a well known organisation. Familiarity 
with bank proceduio ■. FCRA rules and the like and an ability to gat along with people will be an added advantage. 

In the first instance, all positions will be for one year, with possibility of extension Salaries wilt be in line with the 
standards ot the NGO sector The Centre offers a congenial work environment, and encourages its young staff to improve 
their educational qualifications and cateer prospects by working for professional and advanced degrees whenever possible 

Apply in confidence to the Secretary, Centre for Budget and Policy Studies, SV Complex, 1st floor, 55 KR Road, 
BasavanguJi. Bangalore 5609C4 before July 30, 1999 Please include a CV, a sample of your written work, and a brief 
statempiit of your career goals The Centre will only contact shorblisted candidates. 
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Using LoC to India’s Advantage 

Bharat Kamad 

The opportunity provided for territorial aggrandisement by the nature 
0if the line of control, which is elastic, is apparently better 
appreciated by Pakistan than by India. India's view of the LoC has 
been one of complacency leading to contradictory Indian policies. 


THE line oi control (LoC) meandenng its 
way through the State of Jammu and 
Kashmir is only a glonfied cease fire line 
(CFL) dating from the 1947-48 wai which 
has been rearranged following military 
opeiations in I96S and 1971, and even¬ 
tually demarcated on ihc map by mutual 
consent of India and Pakistan in Ihc wake 
of the Shimla Accord. This agreement, 
however, specifically a vers that provisions 
in It arc without prejudice to the views of, 
and positions held, by Ihe two contracting 
parties, among other things, on the status 
of Kashmir and the Cf'L/LoC The tran¬ 
sient boundary, invoKing disputed terri¬ 
tory. therefore, dws not enjoy the protec¬ 
tion of international law or the sanctity of 
41,10 international bordei. Tins may be one 
ica.son why, despite strong Indian diplo¬ 
matic eftoils, the iccent G-8 Statement 
emanating from Cologne stayed clear of 
identifying Pakistan as violator. 

By Its very nature then, the LoC is 
elastic, meaning that both sides can seek 
to change it to their advantage using 
whatevci means at their disposal This 
latitude is afforded by .something inherent 
in the concept of CH./LoC as a product 
of a war kept in suspended aniination but 
cairying the expectations of both sides 
that a final and satisfar toiy settlement can 
be obtained if not through negotiation 
than by forc'c of amis, 
r But, in light of the general political 
thrust of the Shimla Accord and the fact 
that senior Indian and Pakistani officers 
were deputed by their respective govern¬ 
ments cartographically to mark out the 
LoC. the implicit ban (perhaps formalised 
by a 28-year old cusiom) on the use of 
conventional armed forces across the CFL 
has, by and large, been respected by both 
sides. Though there is a growing school 
of thought here that tliis should not have 
prevented the use of Indian forces in ‘hot 
pursuit’ permissible under international 
law once the Pakisuni tactics of actively 
aiding malcontents became clear starting 
in 1989. It is arguable whether Article 
4(iii) read in conjunction with the CFL 
status of LoC expressly prohibits the u.sc 
of mcrccnanes, irregulars and comtnan- 
dos or even regular armed lorccs person¬ 
nel not in uniform to discomfit the enemy 
behind the lines or, as the Pakistanis 


initially succeeded in doing in the Kargil 
sector, to push the LoC outward. 

The opportunity provided for territorial 
aggrandisement by the logic of the CFL/ 
LoC IS apparently better appreciated by 
Pakistan than by India. Once Islamabad 
determined that there was no chance of 
peacefully wie.sting Kashmir from India, 
Its actions - whether in support of the low 
intensity wnrlaa* waged by the ‘freedom 
fighters’ in the ‘Valley or of the Irans-LoC 
aggression in Ladakh’ - have been in tune 
with Ihe iong-.standing Pakistani convic¬ 
tion and policy that Kashmir nghtfully 
belongs to them and that they mean to 
scturo It, come what may. 

The same cannot he said idKHit India. 
Prime ministers, beginning with Indira 
Gandhi, including Narasimlia Rao and 
right up to Atal Bchari Vajpayee, have in 
response to the Pakistani stance that 
Kashmir conslitulcs the ‘unfinished 
agenda’ of partition, claimed mostly for 
effect that the only unfinKshed part of that 
wretched husinc.ss remains the return of 
Pakistan-occupied Kashmir (PoK) to In¬ 
dia And that there was nothing else to 
negotiate. But these were statemenLsdcvoid 
of serious intent and dc.signcd merely to 
protect leaders against the charge of sell- 
mg-out In the event, the Indian govern¬ 
ment. has ended up treating the LoC as 
sacrosanct, at gieat cost to the country. 

That the Indian leaders are pcnodically 
compelled to take Ihis inane position may 
be traced to the fact that Indiia Gandhi, 
as the leader of the victorious country in 
the 1971 war. deliberately forsixik the last 
legitimate chance aiiorded by international 
law of imposing a peace which might have 
included the conveision of the LoC into 
our international border at Shimla because, 
like Zulfikar Ah Bhutto and all the Indian 
and Pakistan leaders ever since, she too 
feared a political backlash for ‘giving 
away’ territory ami retaining only a part 
of Kashmir. 

Over time this political compulsion has 
turned into complacency vis-a-vis the LoC, 
leading to contradictory Indian policies. 
Forcxamplc, lltc immouncementsoflndian 
leaders if taken at their face- value would 
mean that New Delhi is as keen in absorb¬ 
ing PoK as Islamabad is in taking over the 
Indian part of Kashmir. In that case, the 


Ia)C loses its standing of inviolability any 
way, which New Delhi swears by. Curi¬ 
ously, the thinking in Indian diplomatic 
quartets is that the Shimla Agreement 
provision^ arc still the ‘reference points’ 
notwithstanding statements made by or 
any rethinking done by Indian les^is 
since. And that India is bound by the 
obligations of that accord even as Pakistan 
cavalierly disregards them' 

Both India and Pakistan cuvet the erst¬ 
while ‘princely state' of Kashmir in toto; 
this would include the Northern Areas 
which were part of Maharaja Hari Singh’s 
domain uptill the late 1930s when by 
administnaive fiat the Bnti.sh dcatched it. 
And because the Paki.stanis are no more 
likely to amicably hand over PoK to India 
than India is likely to transfer J and K to 
Pakistan, the two disputants are left with 
only two alternatives: go to war and risk 
an attendent cat astrophe now that the milieu 
is nucleansed, or engage in low-level but 
sustained military actions-grabbinga peak 
heie, a post there - aimcdatcontinually en¬ 
larging the real estate in one’s possession, 
and establishing newer lines of control, 
Islamabad has cannily opted for this 
last, nsk-frec, option, nsk-tice because 
the Indian ^wemment, 1972 onwaids, 
has stood national secunty interests on 
their head in choosing to tegard the I.roC 
as dc facto international border and in 
accepting in its train a whole lot of ob¬ 
ligations not mandated by international 
law with regard to a CFL. A shackled 
Indian military.on the other hand, isstuck 
with the difficult ta.sk of dealing with the 
infiltrators en masie as in Kargil; the 
difficulty enhanced by the unmented 
respect for the LuC The military’s frus¬ 
tration IS, perhaps, what’s boiled over into 
ihcchict of army staff General VPMallik’s 
pica to Ihe government to rethink its at¬ 
titude on cross-LoC operaUons. 

Whatever we understand the obligations 
of the bilateral agreements and under¬ 
standings between India and Pakistan to 
be, the fact is that most of the world 
considers the LoC as nothing more than 
a CFI. pending a final solution. This is 
political and ground reality and it is this 
status that has the sanction of international 
law. The must obvious manifestation of 
this IS in the continuing presence of the 
United Nations Military Observer Group 
for India and Pakistan (I INMOGIPj set up 
as a rc.sult of the original 1948 UN .Se 
cunty Council Resolution, except that India 
has unilaterally decided that its function¬ 
ing is invalid, post-Shimla Accord - which 
position, incidentally, is not agreed to by 
Pakistan nor supported by any major 
country - and re.stnctcd its working to a 
closed compound in Snnagar. It is this 
status of LoC, tor instance, which is the 
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tmis for the growing western view voiced 
by finnner American dipkMnttaTeresiuC 
Schaffer and Howard B Schaffer - each 
whom headed the Bureau of South Asian 
Affairs in the US department of state, for 
‘freezing* the LoC into an international 
boundary. New Delhi will have no trouble 
seconding such a proposal, because that 
is what, without putting it in so many 
words. It has been working to realise these 
many years. The problem is Pakistan; How 
to persuade it that this is the only feasible 
way out of the quagmire? 

Talking will not do it. Experience shows 
that foreign minister and foreign secre¬ 
tary-level meetings an: ail very well but 
that these have so far resolved nothing 
except issues on the margins. Nor will 
imprudent actions, like striking conven¬ 
tionally across the international border, a 
la 1965, do anything other than possibly 
prompt nuclear weapons use by Pakistan. 
The real challenge is ui provide a negative 
incentive to the Pakistanis to settle along 
the desired line, because positive incen¬ 
tives, like promises of hugely beneficial 
trade and economic ties and of cultural 
exchanges, etc, haveiuH moved Islamabad. 

The only lack guaranteed to fetch results 
is to reciprocate the Pakistani policy in its 


entirety. The political directive henceforth 
to the army should be that it persevere in 
pushing the LoC Pakistan-waids. Sus¬ 
tained and relatively inconspicuous mili¬ 
tary actions by smaU sized units and com- 
msndosbackedupbytheoccasnnal battalion- 
strength operation, in varying depthc over 
in the Pakistani-held Kasl^r, recommend 
themselves as the obvious instrumentality 
for a policy of incremental enlargement 
of the Indian sphere of control. The gov¬ 
ernment meanwhile can provide political 
cover for such activity by continuing to 
harp on the Shimla Accord LoC, etc, and 
reject any evidence of LoC-changing 
Indian measures underway. A more 
proactive policy would be to mirror the 
Pakistani help for troublemakers in Kash¬ 
mir and in other parts of India. The ob¬ 
jective simply would be to drive home to 
Islamabad the cost, both in terms of 
domestic disorder the and ever-shrinking 
territory it controls inKashmirconsequent 
upon the Indian policy of 'grab as grab 
can’. The Indian ciqiture of the ndge lines 
overlooking Skardu, the headquarters of 
the Forces Command, Northern Areas, for 
example, is not something the Paki.stani 
military can accept with equanimity. 

Paki.stan cannot complain too vocifer¬ 


ously about such Indian policy as it means 
to use similar instrumentalities to achieve 
its goals. Nor can it counter it militarily 
in any strength, because ultimately tlw 
Indian weight of numbers and the dispar¬ 
ity in all kinds of resources, including 
military, will begin to tell. A Pakislani 
response in this case to threaten the us^ 
of nuclear weapems will be as just as 
incredible and infhictuous as an ImUan 
threat to do the same in the present cir¬ 
cumstances. Islamabad.wili then be faced 
with the jgrim reality of either settling 
permanently for PoK as its part of the 
Kashmir bi^ain and formally accqiting 
LoC as international border or, in slow 
stages, losing strategic portions of the 
state it now holds. 

An activist policy, moreover, has be¬ 
come a political imperative. Kargil has 
fired up the people, so much so that even 
a responsible journal such as Business 
India has called editcnially for ‘Avenging 
our dead'. In this situation no government 
in Delhi can survive without adopting a 
more belligerent posture. The policy 
outlined above will at once satisfy the 
punitive mood of the people, and advance 
Indian interests in K^hmir without pre¬ 
cipitating a general war 


MODERN MONETARY THEORY: AN EXPOSITION 

Kishore Kulkami, Metropolitan State College of Denver, Denver. Colorado. 

This book is written for undergraduate (B.A or B.Com.) students at the Indian universities who have 
taken at least one Macroeconomic course. It deals with macro-monetary economic concepts in complete 
detail and makes them understandable to economics students. The book consists of 21 chapters - many 
of which are theoretically rigorous. It builds a macro model of an economy with the help of such famous 
macroeconomic concepts as IS-LM, Aggregate Demand-Aggregate Supply, Phillips Curve, Crowding-out, 
Expectations Theories, Purchasing Power Panty (PPP) Theory and Balance of Payments (BOP). It also 
includes applied theoretical chapters such as application of crowding-out, PPP, demand for money to the 
Indian conditions, and India’s BOP movements. 

The analysis in every chapter is carried out with as little mathematics as required for the exposition, 

and ‘simpiidty in explanation" is considered as of paramount importance. Most of the explanation is carried 

out in terms of graphs. All figures are kept simple and there is more emphasis on economics ratiier than 

on statistics and/or mathematics. There is also some policy-oriented chapters on such topics as the anticipated 

full flexibility of Indan Rupee and Impact of Monettiry policy in case of India. In general, the present book 

0 

IS the most expository, thorough, simplistic and applied monetary economics in the Indian market The book 
springs out of Prof. Kuikami's successful textbook in USA published by Kendall/Hunt Publishing Company, 
Debuque. Iowa that is in ttie third edition. Besides these books Prof. Kulkami has published two other research 
books and has authored 45 refereed journal articles many of which have appeared in famous Indian journals. 
He is considered as an authonty in Monetary and Intemationai Economics areas. He has been awarded 
Outstanding Faculty Researcher/Scholar Avrard, but to him of no less significance is tlw nomination by his 
students in the Who’s Who Among America’s Teachers. 
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Housmg: The Missing Concerns 

TanSNair 

While the latest budget makes grand pronouncement about expanding 
die availability of housing finance, it shows litde comprehension of 
^the difficulties of creating and strengthening participatory 
mechmisms in this area. 


AT last the housing sector has emerged 
as a major cash cow for a staggering 
economy which looks exasperated play* 
ing to the tunes of an ill co-ordinat^ 
orchestra performed by short-sighted and 
economically illiterate political parlies. 
The new sops announc^ as part of the 
1999-2000 Budget (like tax exemption on 
interest payment on loans uptoRs 73,000), 
at least thwretically speaking, are bound 
to unleash a fresh wave of demand for 
housing services, especially among the 
urban middle clasis Encouraged by the 
sustained slump in the housing market for 
the last couple of years, these consumers 
have been eagerly waiting for a hirther 
dip. Promoters of middle income housing 
^projects and Um housing finance institu¬ 
tions are the other two segments who 
apparently stand to gain by the new 
budgetary incentives. These, along with 
the repeal of the Urban Land (Ceiling and 
Regulation) Act, thus, are expected to 
generate a spurt in investment in housing 
stock The budget also gives some solace 
to industries like cement, laden with 
persistent excess capacity (Economic 
Times, November 1998), that they can 
now hope to get out of the crisis riding 
on the expected boom in housing. 

Cienerally speaking, the problem of 
housing finance involves achieving a 
balance between three conflicting objec- 
^ lives, affordability as seen by households, 
viability from the angle of financial insti¬ 
tutions and mobilisation of requisite re¬ 
sources from the perspective of the na¬ 
tional economy [Renaud 1984]. By stimu¬ 
lating household savings in general or 
through shelter-linked programmes, a 
balance can ideally be achieved between 
these objectives. As far as India's achieve¬ 
ments inthe field of housing finance goes, 
institutions like HDFC and NHB have 
been able to attract sizeable amounts of 
individual resources to the sector. But 
their contribution to total housing finance 
may be only about 10 per cent. About 
three-fourths of the housing finance needs 
are met by informal sources including 
household savings and employee housing 
loans advanced h> public and private 
agencies [Khan lW8i. 


The unfortunate part of the housing 
scenario is that the financial imprudence 
of successive political leadership in the 
country has taken the dream of a shelter 
fiirther away from the poor. It is a well 
known fact that both the public and private 
sectors have eluded the deprived segments 
of population, particularly in the rural 
areas in nweting their the shelter needs. 
Specialised institutions like HDFC and 
NHB remain unreachable to the poor 
borrower as they insist on considerable 
monthly household savings, while bank¬ 
ing and insurance sectors, which are in¬ 
clined to maximise returns from any 
environment, do not consider lending to 
the poor as productive [UNCHS 1991; 
Khan 1998]. 

The fact that even specialised rural 
hoasing finance agencies like the Gujarat 
Rural Housing Finance (GRUH) cater to 
a fairly well-off segment of the rural 
clientele is evident from the average 
dwelling cost, monthly income and sue 
of the dwelling unit shown in the table. 

The new proposals also target the top 
layers of the hou.sing market, namely, tlw 
high-to-middle income legal private sec¬ 
tor and the subsidised middle income 
public sector. Neither the burgeoning 
informal housing sector in the urban and 
fringe areas nor the resource constrained 
dilapidated housing stock in the rural areas 
gun out of the budget proposals. There 
is no indicauon cither in the budget or in 
the general economic environment that 
housing will be used as "a vehicle to 
achieve better distnbution of resources" 
(Mehta and Mehta 1987]. 

The major tool so far used to address 
the problem of the shelterlessness in rural 


areas was that of wage empioyinent 
programmes iike^^lEP,RLJBOP and JRY. 
Not only do the programmes have a small 
housing component in they ate beset with 
all the ills of target pragrammes [Ifirway 
1987]. A vast body of literature is now 
available which deals with the design and 
implementation etroiB in these program¬ 
mes. Surprisingly, govenunents seem to' 
be reluctant to accept the results of these 
studies seriously. Their guiding principle 
in the sphere of low-income shelter con¬ 
tinues to be direct provision of units 

The current budget cleverly puts for¬ 
ward a few nuyestic proposals, like those 
relafing to greater involveipent of and 
financial powers to grams^has while 
deciding on the development priorities of 
the rural sector. These are definitely lofiy 
ideals, which, if implemented, can bring 
about revolutionary changes in the rural 
power structures. But the pronoumxments 
also convey a lack of understanding on 
the part of the govenunent of the social, 
economic and political powerlessness of 
the marginal populations which iorms tte 
mryorily of our niral sector and whose 
ne^ and priorities are generally uken for 
granted. An honest look at the housing 
programmes promoted within the philo¬ 
sophical pa^digm of 'aided self help' 
(like the IndiraAwasYojana)would reveal 
that local participation is hard to come by 
in a situation where on the one hand, the 
potential participants are poor, illiterate 
and politically unaware and on the other, 
the local political elite is in alliance with 
the officialdom. 

The questions that should worry any 
administration, hence, are how can tlw 
houseless poor be involved in the design, 
implementation and moniionng of hous¬ 
ing schemes meant for them ? What does 
the exchequer offN them to acquire an 
adequate shelter, which gives them ad¬ 
equate privacy, security, and other basic 
facilities? Why is it that the redesign of 
the housing finance sector does not con¬ 
sider the severely inequiuble distribution' 
of housing resources? 

Answers to these questions involve a 
thorough review and restructunng of the 


Table’ Pkorle of Housino Loans. GRUH 


Year 

Cosi/Unit 

(Rs) 

Loon/Umt 

(Rs) 

Monthly Family Area of Dwelling 
Income of the Unit (Sq m) 

Applicant 
(Rs) 

Match 1994 

UI.7I2 

8S..596 

4,2.34 

47 95 

Match i99S 

1.39,606 

74.596 

3.7.35 

4067 

Match 1996 

1,52,130 

97.674 

4.863 

5153 

Match 1997 

1.97.097 

1.19.920 

6.209 

56 65 

Match 1998 

2,35,980 

1.49.843 

7,401 

69 73 


Suurre- GRUH, Monihly Management Repons. Ahmedabod, relevant years 
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Chart limavbmKW in Houiinc SciTtor Turmw's Scmme 


Punclions 

Pniscnptive limit-Netiiiig legisiaiions to 
teguitte morkeu for land and finance 
producuon/gencration .ind supply of 
technological resources 

n: 

Provision of inliastruciure (water and 
santiaiion). public transport, etc 


Design, lonstniUion, and management of 
dwellings and other immediate surroundings 


institutional arrangements in the housing 
sector [IJNCHS 1991) The first and fore¬ 
most task IS to review the overall legal and 
regulatory framework governing the shel¬ 
ter sixtor (iiKiudtng pnee controls, prop¬ 
erty nghts, and land use and building 
regulations) and devise mechanisms to 
ensure intcgiation and co-nrdination 
among agencies and vanous levels within 
government At the level ot the local 
government lies the more strategically 
important task of strengthening systems 
of self governance thiough political and 
financial decentralisation The communi¬ 
ties should be involved in the design, 
construction, cost-sharing and monitoiing 
of shelter schemes 

The three levels nt action - local, 
municipal (may be .stale in the context of 
India) and central - propounded by Turner 
(1976) with respect to specific dwelling 
environments can throw some light on the 
lines on which institutional realignment 
can be carried out wiih increasing local 
participation (chart). 

The scheme clearly limits the role ol the 
state to ensuring smooth functioning ol 
the market for the housing components 
through appropriate legislative measures 
and to preventing concentration and mis¬ 
use of power and material resources. It 
also upholds a position that “dwelling 
environments are necessanly functions of 
their inhabitants" and. hence, "control of 
dwellings and neighbourhiKxJs must be 
in personal and local hands” [Turner 
1976:118]. LiKal administrative bodies 
are better equipped to cater to the varied 
housing priorities of individuals by har¬ 
nessing the enormous personal re.sour- 
ces(like imagination, skills, initiative, 
co-operation, and determination) and 
material resources (like discretionary in¬ 
come, savings, land, inittcnal.s, and pro¬ 
perty in the form of existing building) 
under the control ot individuals and 
households 


Desired Level of Action 
Central 


Municipal (.Stale) 


Local 


In an intervention scheme following the 
above philosophy, it is a formidable chal¬ 
lenge to organise traditionally less power¬ 
ful groups like women, tenants and dalits 
as pait of a self governing liKal housing 
.system. Community-based and non¬ 
governmental oganisations have a major 
role to play in this scheme, in deci.sion- 
making in the shelter sector and in the 
pnx:ess ot delivering shelters Further, tor 
local planning to be realistic and cficcti vc, 
a number of other factors, like for in¬ 
stance, a properly developed land infor¬ 
mation system (on the extent of vacant or 
unbuilt portions of land, ownership, sale 
prices of land, etc), should be available 
[Mehta and Mehta 1987], 

It IS a welcome step that the housing 
supply market has finally attracted the 
iUtention of the stale. The greatest chal¬ 
lenge M to make appropriate finance 
available to as far down the income scale 
as possible at market rates of interest (ibid) 
This can he achieved only through local 
hou.sing finance institutions which can 
cater to the unmet housing needs at a 
decentralised level Other than focusing 
exclusively on mortgage loans, such insti¬ 
tutions may be encouraged to finance 
activities like land as.semhiy, infra.struc- 
ture and servicing, upgradation of hous¬ 
ing. and private housing investment [Mehta 
and Mehta 1991]. Widening the financial 
system to cover the lowest end of the 


income ladder, and deployment of loui- 
able resources across a variety of activities 
relating to housing are two significant 
strategies towards achieving a baluice 
between affordability and viability. 

However, finance is only one compo¬ 
nent of the housmg supply market. There 
arc other crucial components like land at 
afiordabte prices, cheap building material * 
and components, a fitting combination of 
skilled and unskilled labour, infrastructural 
facilities and above all, an enabling rcgu- 
latoiy framework [UNCHS/ILO 1995], 
Without more fundamental and 1 ar-reach- 
ing institutional reforms, like in the case 
of distribution of land, many of the supply 
constraints cannot be overcome. Unti I such 
reforms are carried out, equitable distri¬ 
bution of housing re.sourccs will continue 
to remain a distant dream 
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For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large numho' of subscnptions to the EPW tram outside 
the country together with Ihe subscnpiton payments sent to supposed subscnption agents 
m India have not been forwoided (o us 

We wish to point out to subscribers and subscnpiion agencies outside India thal all foreign 
suhscnplions. logether with Ihe appropriate rennttances, must be forwarded to us and not 
(o unautlionsed third parties in India 

Wc lake no responsibility whatsoever in respect of suhscnplions not registered with us 
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Voluntary Retirement and 
Workers’ Welfare 

M V Srinivasan 

rThe anxiety to mmiemise. restructure and globalise Indian industry is 
often leading to unnecessary retrenchment of workers This is waste 
of precious labour force that could have been modctniscd through 
retraining. Tins article examines the voluntary retirement scheme and 
the national renewal fund which are designed to provide minimum 
sustenance securitv to the retired individual and his family. 


MAINSTREAM economists perceive 
voluntary retirement as a measure to shed 
the workKirce whose marginal pnxlurti vity 
IS zero. Further, it is argued that this could 
be introduced in an industrial organisation 
for maintaining its cost effectiveness in 
an increasingly competitive world. More¬ 
over, voluntary retirement is accompanied 
by technological modernisation that 
warrants ihe replacement of labour with 
capital Tcchnologu al modernisation 
impiovcs the productivity of existing 
I workforce so much so that a section of the 
existing workforce becomes again redun¬ 
dant even as modernisation enhaP''es the 
installed capacity of the technology The 
workforce that becomes redundant in this 
proce.ss has to retire or be retrenched. 

The rationale behind the intioduction of 
voluntary retirement scheme (VRS) in India 
IS that any organised ind ust nal organisation 
ha.s to operate within the existing legislative 
framewoik, which does not allow the 
oi;ganisatton to shed the redundant work¬ 
force without adequate compensation 
[Khasnabis and Banciyce I996J. 

Employers refer to VRS as ‘golden 
handshake’, uade unions call it ‘voluntary 
retrenchment scheme’, and for the govern¬ 
ment, it IS ‘unstated exit policy’ which 
means that an exit policy which may nut 
exist on paper. VRS is one of the strategies 
inuodut^ in the early 1980s in central 
public sector undertakings (PSUs) to 
reduce the so-called surplus or redundant 
workforce, it gained publicity alter the 
introduction of new economic policy in 
1991. In India, the government employs 
more than 70 per cent of the organised 
workforce; it uses all its channels to reduce 
the organised sector of Ihe workforce 
without antagonising the trade unions. It 
IS envisaged in the new economic policy 
that VRS can provide minimum sustenance 
security to the retired individual and his 
family. 

Trade unions play a crucial role in 
introducing Ihe VRS in any organised 


sector firm The scheme cannot he 
implemt'nted without, at least, the tacit 
approval of the representative union 
Sometime without the consent of the trade 
unions, workers legalise the VRS by 
accepting it en masse Very recently, the 
enttre workforce ol Sn Ram Mills (1,400 
workers) have accepted VRS while the 
major union opposed the scheme tooth 
and nail Other companies .such as Ind 
Auto, SKF Beaiiiigs, Novartis, Biddle 
Saicycr. and Siemens have also been able 
to successfully reduce their workforce 
thiough the intioduction of VRS. When 
the workcis an* convinced that the scheme 
is sulliciently attiactive monetarily and/ 
or the company is in deep crisis, they opt 
for the scheme When workers find the 
company’s pcrIomiancegcKid, they refuse 
to accept Ihe scheme. In such situations, 
trade unions thiough various strategics 
(for instance, by expcxsing the status of 
those workers who have accepted VRS) 
persuade workers not to accept the scheme. 
A study by .Shii Ram Centre tor lndu.strial 
Relations and Human Resources in 14 
industrial centres (it various states revealed 
that workers opted loi VRS due to appre¬ 
hension of closiiie of firms or pc'rsonal 
ica.sons such as p<hii health, clearance ol 
debt, mamage, eJuc ation of children, etc 
Another study [C’halam 1996) in 
Vishakapatnam observed that complaints 
were rccoi ded by st >me ol the VRS workers 
who came foi icliaming under NRF that 
invisible disciimination affected their 
prospects tor piotiiotion in the organisation 
where they wcie working Thus, the 
atmosphere of discrimination and apathy 
towards the mk'i al ly disadvantagcnl groups 
is also torcing most of (he workers 
belonging to these groups to opt tor VRS 
While trying to convince the workers to 
accept VRS, Stc'cl Authority of India 
(SAIL), one of (he central public sector 
enterprises which employs around 
1,86,000 woikcTs argued about seven 
‘plus’ points ol VRS in its internal 


communique, Varta. They are as follows; 
(a) dunng the next 4-5 years, SAIL has 
to reduce its workforce by 60,000 (or iut 
own survival Employees with chronic 
ailments, habitual absentees and thus 
adding to low productivity, have to go first 
- maybe, iVith tlu' help ol administrative 
actions, (b) the employees may have to be 
transferred to any other part ol the countiy 
for the largei inteicst ol the company; 

(c) I or (hose who have started (heir career 
as healthy young men 2S-30 years ago, the 
VRS IS taking care of financial aspects to 
a gieat extent and they can concentrate on 
their domc-stic duties moie comfortably, 

(d) the VRS cun also take care of special 
situations like paying huge sum of nmney 
forgetting one's .son admitti'd in a lucrative 
professional course in advanced linancial 
management VRS is a ‘g«Hl-seiit' oppor¬ 
tunity tor such a situation, <c) spending 
the money and tinu* on pursuing peisonal 
dteanis, and (t) it can be a good oppoitiinity 
to do siK'ial .service From (his, one could 
visuali.se how public .sector undertakings 
by internal communication exercises use 
inherent coercive measures encourage Ihe 
employees to go for short-term goals 
(Economu Timc\ August 22, 1998) 

Recently, the ministry ol labour has 
circulated a note among other ministries 
lor creating a legislative framework for 
voluntary settlement of disputes between 
employees andcmployens instead of taking 
recourse to tripartite .systems like labour 
courts and tnbuiials Ibe note also states 
the reasons* The changes taking place due 
to globalisation and inaiket-driven 
economy demand (hat the appioach of 
voluntary resolution of disputes should 
take piime place and should be .streng¬ 
thened over (he legislistic approach of 
settlement ol disputes by courts In this 
regard, the note has drawn up a proposal 
f orcieation ol bargaining councils to settle 
einployei -employeedisputes Ibecounctls 
aie expected to remove a major chunk of 
industrial disputes from (he ambit of lUhour 
courts and inbunals. The proposed c< nine il 
liKatcd within industrial plants will also 
help a company todeal with multiple unions 
having different views on a given issue 
The note also pioposed certain amend¬ 
ments to the Industi iai Disputes Act. which 
includes a provision to allow employers 
to dispense with the services of workmen 
who do not perform or arc indisciplined 
In addition, the note proposed to retieiich 
worknu'n'ur close down the industries 
which arc sick by paying prr'pet and 
enhanced retrenchment compeasation to 
ensure social sccunty for the retrenched 
worker {BusinessStandard.Sucpieinbet 19, 
1998). 
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Despite the fact that liberalisation and 
globalisation have widened the markets 
for many sunrise industries, the nundier 
of companies annuum.'ing VRS is on the 
rise. The following factors are leading the 
employers to introduce VRS in their 
companies: general recession and its after¬ 
effects. decline in demand and proftt, 
severe competition at global level, need 
lor improvement in labour productivity 
and reduction in costs especially wage 
bill, avoidance of sickness and losses, 
achieving economics of scale by central¬ 
ising operations, mergers and amalga¬ 
mations, regain of market shares, etc. In 
addition, hcsitancc of buyers in absorbing 
surplus workforce during mergers, 
problems in confidentiality also led to 
introduction of VRS. This seems to be 
common for both public and pnvate sector 
companies. However, public sector 
companies find it diflicult to implement 
the scheme due to financial ina^quacy 
and protest from trade unions. The 
govemmeni is considering an umbrella 
VRS for central public sectoi undertakings, 
which could be attractive (Business 
Standard, October 17. 98). 


The main objective behind the scheme 
is to send out those who cannot be retrained 
to new skill. The premise of die argument 
appears to be weak. Hie liberalisation 
policy, in its anxiety to modernise, 
restructure and globalise the products of 
Indian industry, is wastingprecious labour 
force that could have Imn modernised 
through retraimng and on-the-job training. 
Precious skills and abilities of the 
retrenched workforce are equated with 
worn out physical capital that may not be 
susceptible to repairor modernisation. Are 
human beings not capable of learning and 
modification of their knowledge, skills 
and applying the same to produce higher 
output? The current emphasis on re¬ 
structuring docs not allow such que.stions 
[Chalam 1996] 

Media claim that 2.18 lakh woikcrs in 
central public sector undertakings have 
opced for VRS. but there is no official 
disaggregated data available for veri¬ 
fication. The available evidence from the 
ministry of industry revealed that only 
about 1.18 lakh workers have opted for 
VRS. Within this, the highest number of 
workers who opted for VRS is found in 


National Textile Corporatioa (44,3S0), 
followed by Hindustan Steel Worlu 
(6,505). 

Among the industries that face recession, 
retrench workers or send away workers 
giving them paltry voluntary retirement 
compensation, the textile industry ranks 
first. TheCompendiumefTextileSiatistici 
(1997) reveals that after the introduc¬ 
tion of Textile WorkersReliefFund, more 
than 44,000 workers have sought help 
from the Fund. Other industries include 
steel, pharmaceuticals, automobile, 
mining, etc. Recession at the global level 
has affected many service sector industries 
as well. Sunris, industries like infotech, 
transportation are also victims of the 
recession. 

The general eligibility conditions for 
availing VRS in public sector uniferttdcings 
are that (a) the worker should be above 
SO years of age and/or (b) must have put 
in more than 20 years of service. In the 
case of private companies, those who have 
worked for more than 10 years or aged 
above 40 years are eligible to apply for 
the scheme. In certain case.s, especially in 
the private sector, it is relaxed further 
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below 10 years of service. instance. 
Digital Equipment (India) which was 
started in Ogg introduced VRS for those 
who worked lor more than three years 
The amount of compensation varies with 
the type of company, ownership and 
number ot years of service a worker has 
vput in. The payment is made in three ways- 

(a) a lumpsum amount after signing the 
VRS and di.s.se venng the relations with the 
company: (b) a lumpsum and a monthly 
payment, and (c) only a monthly payment. 
Apart from the compensation, the 
companies ukso provide various incentives 
in the form ot cash oi in kind. 

A study in Duigapur area finds that a 
worker from a non-public sector under¬ 
taking ha.s received Ks 4(),(XK) as VRS 
compensation whcie as a PSH worki r has 
gotRs I 44 lakh. Besides this, there IS vast 
diftercncc between public and private 
companies Rhone Poulenc, a phamia- 
ceutical company introduced the schenw 
III which a worker who wtHild letire in six 
months mav get lumpsum amount aiound 
7-8 lakhs plus 10 grams ol gold, those who 
reliie between 7-12 m< •nlhs will get similar 
lumpsum and 20 giuiiis ol gold and those 
t.u>cd49-54 may receive 1(K) grams of gold 
as cx-giatia payment Ind Auto, jiiothei 
private company, announced that it will 
pay Rs 4-5 lakh as VRS compensation 
plus provident lund and dearness al¬ 
lowances which may amount to Rs 8-12 
lakh halsopnividesRs 12.000 per person 
as an early bud incentive 
In case ol PSl's the VRS compensation 
IS 1 1 xed at a lower level SAIL, lor instance, 
announced VRS with I tX) percent payment 
ot salary (basic + deaniess allowances) tor 
those who have two years to .super¬ 
annuation It dccliiK's as the supci annuation 
period inciease TLSCO. m the same 
industry, pays 150 per cent lor those in 
Kihe 45 plus age gfoup. 125 pci cent for 
tlu* 40-45 age group, and I (X) per cent for 
those under 40 years with 10 years of 
service. It also gives an interest-free loan 
ot Rs 2 lakh or SO per«. ont of total pension 
payable whichever is less which will be 
paid in three instalments for starling a 
business or taking up a vocation. On the 
basisot ageol the VR5 bencliciary. TISCO 
also provides house lent for three years 
alter vacating the company's house. 

When compared with public sector 
undertakings, it appears that private 
coiporate sector companies have been able 
to reduce thcirsurplus workforce by giving 
many attractive incentives and heavy 
compensation How it is possible'' 
Swaminathan S Aiyer, a journalist said, 
r For companies, paying oft VRS is an 
immenselvproritablcmvcstmcnt .Golden 


handshakes typically amount to around 
2.5 years of pay plus fringe benefits.. if 
a company pays Rs 500 crore ih VRS. it 
saves Rs 200 croic annually in its wage 
bill, meaning it is getting a whopping 
return ol 40 pci cent of its outlay. No other 
outlay can yield such a high return .. so 
companies shoit ol cash for VRS should 
float bonds oltcnng attiative rates ot up 
to 18 per cent Since they aic getting an 
iniemal return ot 40 per i eni, this will still 
leave them with <i surplus of 22 per cent, 
which can he put in bond reduction reserve. 
Within live years ihe reserve fund will be 
large enough to redeem bonds So the 
VRS will pay tor iiscit in a very short lime 
(The Times of India. September 12,1993. 
quoted in Singh 1995) 

The govcinmcnt is preparing an umbrella 
VRS to attraci nioio surplus workers from 
the central PSIK The proposed scheme 
will be applicable to all age groups. It 
entails payment ot up to 35 days' wages 
lor each year of sci vice in addition to 25 
days' wages for each year till retirement 
suh|cct to a minimum payment oi Rs 
25.0(X) The existing scheme ofters 45 
days' wages I or each ycarof service subject 
to maximum wage uccruable on the balance 
ol years ol service Earlier, workers were 
only cnlitlcHl to a'ircnchmcnt compensation 
under the Industrial (Development and 
Regulation) Act. which was only 15 days' 
wages lor each year of service. Under the 
existing scheme, employees who have 
completed minimum 30 years of service 
arccligibic lor an additional compensation 
not exceeding salary lor five years of 
service The proposed scheme, however, 
intends to do away with the 30-ycar 
employment ciiieiia and makes the 
additional compi'nsation applicable to all 
workers I'hc iinaiK lal implications ol the 
proposed scheme arc still being studied 
(Biuune.ss Siaiidaid, CX'tober 17. 1998) 
Prior to announcement of the scheme, 
many companies get permission from the 
income tax department for exempting the 
amount of VR.S il it is below Rs 5 lakh. 
This provision was also made in 1992 us 
a part of former finance minister 
Manmohan Singh's dn vc to create a more 
efficient and globally-oriented corporate 
India, the amendment in Section 10 (IOC) 
of the I-T Act allows the income tax 
authontirs to waive lor schemes that 
(a) cover employees who have completed 
10 yeiffs ol service or completed 40 years 
of age; (h) apniy to all categories of 
employees; and (c) result in an overall 
reduction in the existing strength ot 
employees. Some ol the trade unions have 
opposed this trend of ‘automatic 
exemption' being given by the IT 


department In a joint memorandum sent 
by unions functioning in Siemens, Hoechst, 
Mnson Roussel, Mukand, Blue Star, 
Gabric •. Otis. Hindustan Lever, Nicholas 
and Chemtex. they insisted that exemptions 
must be given only on aca.se-by-case basis 
to companies that arc genuinely re- 
.struciuiing and not those which are using 
the VRS route to close operations and sell 
the land and other as.scts ol the firm. The 
unions also staled that no safety net or 
retraining programmes as promised in Ihe 
1992 policy, have been introduced by the 
government Comsequcnlly, Ihe un¬ 
employment scenario has worsened. This 
lead to the situation where the state is 
.subsidising closures and job lo.sses 

Nahonal Risncwai. Funij 

After the liberalisation process, the 
govcrnmcMii realised that a fund should be 
created to protect the interests ol the 
workers likely to bo aliccted by techno¬ 
logical upgradation and imxicrnisalion in 
Indian industry llie National Renewal 
Fund (NRF) was lomially e.siablishcd vide* 
govcmnicnl ot Indiaiesolulion on I^bruaiy 
3, 1992 The ohieclivcs and scope of ihc 
fund arc- 

fa) to provide assistance to cover the 
costs of retraining and redeployment 
ot employees uiising as a result of 
mcxlcrnisation, technology, upgradation 
and industrial restructunng, 

(b) to provide funds, where necessary, 
for compensation ot employees ailected 
by restructunng or closure ot indu.sinal 
units, both in the public and pn vale st'ciors. 
and 

(c) to provide funds tor employment 
gcncrulion schemes both in Ihe organised 
and unorganised scctoi s in <dcr loprovide 
a scK'ial safety net for labour needs arising 
from Ihc consequences of industrial 
restructunng 

The lund has two components, viz. 
National Renewal Giant Fund and 
Employment CciKrration Fund.The termer 
makes payments to public sector imlusinal 
undertakings which face sickness tor 


Tabu llnusA-noN or Naiionai Rinfwai Fund 

iHi 1 1 . re\) 


Year 

Budget 

Provision 

Actual 

Release 

Amount 

Disbursed 

1992-9^ 

829 66 

829 66 

566 72 

1991-94 

1020 

700 

478 06 

1994-95 

500 

l(X) 

250 81 

1995-96 

XIK) 

140 

209 .58 

1996 97 

250 

150 

IXK(X) 

1997-98 

.506 91 

245 91 

190 66 

1 iiial 

5206 57 

2165 57 

1885 83 


Sonne Annual Repoit t997-<tff. Ministry ol 
Industry. Covemnieni ol India 
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paying off legal dues lo the workers, 
funding VRS. compensation to units 
already closed for paying off dues or 
rehabilitation, funding labour rational¬ 
isation ru.sulting from industrial 
restructuring throughfinancial institutions. 
The latter is used in funding employment 
generation scheme.s both in the organised 
and unorgani.scd .sector of the locations 
where ihccf fectsof industrial rc.slructunng 
IS severe It is also envisaged that both the 
funds will be in opcraiion for a maximum 
period of 10 years from the date of in¬ 
ception As a pair of the strategy, a pilot 
schenH;rorworkerrclniiningwa.s launched 
in 19<)3 and employee assistance centres 
(EACs) base been .set up at Ahmedabad. 
Kanpui, Indore, Calcutta and Bombay 
The scheme has now liccn extended to 57 
locations in 16 slates thntugh 1.3 nodal 
agencies 

III Older to assess the situation in all the 
centres, a study was made covering 64,868 
workers for survey. U wits found that 32,703 
workers has c counselli*d the EACs, 25,916 
workers leiraincd and only 6,429 wcie 
ledeployed as on February 28. 1998. 

Since the inception of the fund, it 
received severe cnticism fiom various 
angles. So far. the fund has been used only 
loi central PSUs and ignored the .state 
PSUs. Employmeni in the central 
government accounts lor only 55 percent 
ot the employment in the .slate organised 
sector A workshop on NRF by Inter¬ 
national Management Institute, New Delhi, 
on January 6-7, 1994 suggested a f(KUS 
sharper on rehabilitation and renewal 
programmes The parliamentary standing 
committee on industry has cniicised the 
department ot industrial development for 
utilising the NRF only 1 or VRS earmarked 
for vanous objectives of the NRF Out of 
Rs 2,308 croic that have been spent from 
the NRF, only Rs 16 cioie has been spent 
on schemes other than VRS {The 
Slutesnum, July 14, 98). 

Similar dissatisfaction over the utilis¬ 
ation of NRF IS also revealed in another 
study by International Labour Organis¬ 
ation The study conducted by the Society 
tor Fa'onomic' and Social Transition noted, 
that alltKation for non-VRS activities 
declined from 20 per cent in the first year 
to 11 per cent in the .second year and then 
to 4 per cent in the third and to /cm in 
later years About I 18 lakh CTSII 
employees opted lor\ R.S until August 31. 
1998, which worked out to an average of 
Rs 1 71 lakh per worker. The .study said 
the amount was tcKi small con.sidcnng that 
49 5 per cent of the workers who opted 
tor VRS Wvre below 50 years of age and 
need alternate job opportunities. NRF 


reserves declined ovm- the years from 
•Rs 301.71 crore in 1993-94 to Rs 3.64 
cmre in 1997-98, the ILO study said adding 
that Its budget was cut drastically fmm 
Rs 1,020crore in 1993-94 to Rs 200 crore 
in 1994-95 With the help of EACs, only 
10,165 workers have been redeployed 
which accounts for only 11.31 per cent of 
the surveyed workers who opted fur 
VRS Of all the workers covered between 
1992-93 and 1997-98 under VRS in 
CPSlIs. nearly 80 per cent belonged to the 
textile, steel, and hravy industry and mining 
.sectors. This, according to the report, 
constituted 3-6 per cent of the total 
estimated number of workers redundant 
in the public sector. The labour force in 
the public sector services industry, which 
IS largely over-manned, remains un¬ 
touched ILO c.stimated that redundant 
labour in public sector was as high as .34 
lakh ‘^e level of prc.sent NRF operations 
arc too low, just .scratching the surface of 
labour problems in the restructuring 
process”, the report said (The Statesman. 
OcUibcr 27. 98). 

On the other hand, those who have opted 
for VRS are also not happy with the 
comperesation and employment prospects. 
While analy.sing re.simclunng pnKess in 
Ahmedabad textile industiy, Chowdhuiy 
(1996) says' 

VRS takers, in the absence of adequate 
retraining and redeployment programmes, 
arc seldom able to rehabilitate themselves 
in the lung run The cnoimous amounts 
so far spent on VRS have not been used 
to generate any viable employment By 
and large, the VRS has been used to 
legitimise and soften the immediate blow 
ot retrenchment. The state by not 
concerning about alternative schemes like 
Ahmedabad rejuvenation plan, but used 
NRF funds for VRS purposes which have 
no long-term impacts cither in terms of 
workers’ rehabilitation or in terms of 
employment generation reveals its short¬ 
term legitimising strategies rather than 
long-term rehabilitation programmes 

Maniben Kara Institute in Apnl 1994 
interviewed some wuikers who accepted 
VRS in Bnmhay-Thane industrial region. 


The study reveals that 57 pa cent could 
not find any altonative employment; and 
of the43 percent whocould, most of them 
are in contract or casual jobs, which paid 
very poorly. Most of tho.se intervtewed 
regretted their decision to accept VRS fot 
they found the bulk of the money went 
in paying old loans or was lost in business 
ventures which failed [cited in Sin^ 1 99S^ 
A study has revealed that only 25 pei 
cent of the workers who opted for VRS 
have been able to get post-retirement 
employment - 10 per cent in wage 
employment and 15 per cent in self- 
employment. Chalam (1996) in his study 
of impact on VRS in Vishakapatnam 
industrial areas finds that the assistance 
offered to the VRS families is of limited 
u.se as most of them arc past their pnmc 
and are not in a condition to pursue anj 
wage employment Further, most of them 
utilise the VRS money for mamage ol 
their daughters or for getting education or 
employment in organised sector fqr their 
sons by offeniig bribes Therefore, the 
NRF scheme hardly aUords them a litik 
investment required lorscif-cmploymcnt 
Some ol them arc entering their traditional 
ca.ste occupations after securing VRS. 
Thus, the NRF introduced as a .safety no 
has not been able to strengthen the 
economic condition ol the worker. Further 
pcculiarsituationof reverse class formation 
IS taking place as most of the VRS workers 
arc getting back to the original cisie 
occupations for .security. 
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China: Perils ofaPressure-Cooker Society 

SPSeth 


Protest within China needs an outlet if tt w not to spread throughout 
the country in a terrible blowout The government is myopic to think 
that its suppression of protests to mark the lOth anniversary of the 
Tiananmen Square massacre is a success. 


THE obtusrness of thi' Chinese regime in 
snuffing out protests to mark the lOth 
anniversary of the Tiananmen massacre, 
which occurred on June 4.1989, is monu¬ 
mental. When a goveiiiment goes to such 
length, as Beijing did. to crush dissent, it 
IS indicative of its great nervousness That, 
by any standard, is not a sign of political 
health. But they obviimsly felt relieved 
that the occasion passed without much 
commotion And smugly regarded it as a 
markof sucLe.ss. Although the opposite con¬ 
clusion of a possible popular combustion 
at some later stage, appeals more valid 

China is a pressure cooker society but 
without an oudet for the .steam that incvi- 
Uibly builds up. thus piesaging a terrible 
blowout soonci ot later. The danger is 
even greater because ol the fragmented 
nature ot whatever pniicst is taking place 
in China In a rec^ nt essay on the 
Tiananmen massacre in The New Yorker. 
fan Bumma comments, "China today is 
acountryof many small rebellions workers 
sinking foi better conditions in the north¬ 
east. peasants protesting against corrupt 
officials in Sichuan or Hunan, and reli¬ 
gious culls gathering in surpnsmg num- 
bcis ”. 

While such fragmented ‘lebellions' are 
piobably easy to deal with by a n'giinented 
.system in the short peiiod. they are much 
more dangerous in the medium and long 
term. Without political leadership, they 
are like hush fires spie.iding any wlicre and 
everywhere. And the govenimenf s re¬ 
sources in time will be stretched thin to 
contain and control them. Therefore, the 
communist government is being myopic 
to think dial its suppres.sion of democratic 
dissent is a mark of ^ucccss 

In recent months, Beijing has aiiowed 
western television crew to interview some 
of their middle class youth mouthing 
praises of the sy.stem with its accent on 
economic reforms and .social stability. They 
have alsocritici-sed their peers for the 1989 
democracy movement. The accidental 
NATO bombing of the Chinese embassy 
in Belgrade was skilfully used by the 
government to whip up and exploit care¬ 
fully controlled nationalist hy stena, mostly 
involving .students, directed pnmariiy 
against the US. In such politically charged 
atmosphere, the 1989 democracy move¬ 


ment appeared to lit into the communist 
propaganda that it was a 'counter-revolu¬ 
tionary' conspiiacy with foreign (US/ 
western) involvement to destabilise China. 

Beijing always likes to deal in seman¬ 
tics, like images and slogans of 'counter¬ 
revolution', conspiracy theory, and so on. 
They are easy tor pc'opic to understand and 
empathise with, even though the govern¬ 
ment u.ses them to confuse and obfuscate 
the issues Beijing, tor instance, damned 
Gorbachev’s glasnost, blaming it for the 
Soviet Union’s disintegration Political 
openness, therefore, became synonymous 
with imitability, chaos and destruction, 
and the consequent need to maintain order 
and stability under China’s closed politi¬ 
cal system ol communist oligarchy. 

However, by compartmentalising mo¬ 
nopoly on political power and relative 
economic openness. Beijing has created 
an artificial division that cannot be sus¬ 
tained By opening up to the world eco¬ 
nomically (even though partially), Beijing 
cannot shut out forever the concomitant 
ideas of political freedom and participa¬ 
tion Inside the country, China’s expand¬ 
ing middle class is unlikely to continue 
accepting a tiadc-off between political 
passivity and economic opportunities 
Such compartmciitalisation is inherently 
contradictory and unstable. 

In any case, such an implied compact 
between communist political elite and the 
new economic class of middle and nch 
entrepreneurs is in danger of being cor¬ 
roded by an ever-expanding zone of rural 
and urban poor With growing unemploy¬ 
ment and slower economic growth, stKial 
discontent is on the nse leading to ’small 
rebellions' These poor people are not part 
of any compact (implied or otherwise) 
with the governing political class. They 
aie only promised the rewards (as and 
when they accrue) from the 'tnckle down’ 
processof rapid economic growth. Inother 
words, the economic growth must keep 
pace providing maximal employment. 

But this was not so even when economic 
growth was e.stimated at 10 per cent or 
more Even at that time there were all those 
reports of a floating population ol over 
100 million or more nuul unemployed 
(growing at the rate ol 10 million or mure) 
moving to the cities in search of employ¬ 


ment. Since then, with economic restruc¬ 
turing and slower economic growth, the 
unemployment situation has got worse 
The government is engaged in a trillion- 
dollar economic stimulation programme 
ol infiastnicture development which, in 
turn. IS further skewing its banking system 
already saddled with bad or non-perform¬ 
ing loans of anywhere between 20 and 60 
per cent 

In the midst of it all there are no legiti¬ 
mate avenues of popular protest, though 
the government is not going out ol the way 
to confront liKal level protest, especially 
if It is devoid ol political overtones. In 
other woids. it tends to deflect criticism 
on to local officials and administration. 
But the problem is that people all over 
C'hina have tcmble dilficulties with their 
kKal administration for rampant corrup¬ 
tion and vexatious taxatiunNThereforc, it 
IS a national problem that Beijing cannot 
shun 

It must face up to the task of trans- 
paroncy and accountability at ail levels 
In Its absence people have no choice but 
to deal with the communist monolith in 
its various si/cs, shapes and forms, with 
all the resultant frustration and aggrava¬ 
tion The government can lower the temper¬ 
ature by being rcspon.sive and creating 
avenues of popular discourse, debate and 
peaceful protest. But it senses danger from 
this and tends to deal with it as it has 
always done, namely, by using its vast 
repiessive machinery 

Beijing has diawn the wrong lessons 
from the collap.se of communism in the 
Soviet Union blaming Gorbachev'^ glas¬ 
nost (political openness) lor the disaster. 
It. therefore, fears that China might go the 
.same way with political openness But the 
Soviet Union fell not hccau.se ol glasnost. 
It collapsed because glasnost was too little 
too late. The patient was already in a 
terminal state Gorbachev .sought to revive 
the system through emergency treatment 
of glasnost and perc.strotka but it was of 
no use. 

Indeed, China should heed the Soviet 
example and open up the political system 
before it is too late. Its economic rcform.s 
have maximi.sed within a closed political 
system From now on. it will be a ca.se 
of diminishing returns and increased so¬ 
cial unre.sl. 

Thero is. therefore, need for China to 
do in politics what it did in economics 
starting 1980 That is to say it must open 
up the political .system It might already 
be a bit late in the day for positive results, 
but there is a fighting chance at least. 
Otherwi.se, the .system will hollow out 
from inside as happened with the Soviet 
Union, though it might follow a different 
trajectory. 
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ABN AMRO Bank NV. 

(Incorporated in The Netherlands with limited Liability) 
INDIAN BRANCHES 


BALANCE SHEET AS AT 3IST MARCH 1999 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Borrowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with the 
Reserve Bank of India 6 
Balances with Banks and 
Money at Call and 
Short Notice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets 11 

TOTAL 


Contingent Liabilities 12 

Bills for Collection 
Notes to Accounts 17 


Vide our Report of even date 


For M.M Nissim and Co, 
Chartered Accountants 

Sdf- 

N R. Ganjwala 
Partner 


Mumbai: 29th Jime. 1999 


As at 

31 03 1999 
Rs. in OOO’s 

As at 

31.03 1998 

Rs in OOO's 

150,000 

3.299,135 

18,809,988 

16.273,043 

150,000 

2.343.616 

14,587,407 

9.955.896 

1,240,505 

853,441 

39.772,671 

27,890,360 

1,796,401 

1,417,750 

2.524,761 

12,285,520 

20,764,712 

621,108 

1,780,169 

3,370,722 

5,895.372 

15,475,804 

523,427 

1,207,285 

IE35SSII 

27,890,360 

230,645,150 

244.868.540 

16,680,447 

11.187,770 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
31ST MARCH 1999 


Year ended Year ended 
Schedule 31.03 1999 31.03.1998 

Rs. in OUO's Rs. in OOO’s 


I INCOME 

Interest earned 13 

Other income 14 

TOTAL 

II EXPENDITURE 

Interest expended IS 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

III PROFIT 

Net profit for the year 
Profit brought forward 
from last year 

TOTAL 

IV APPROPRIATIONS 

Transfer to Statutory Rc.servcs 
Transfer to Investment 
Fluctuation Re.serve 
Transfer to Head Office 
Charges Reserve 
Balance earned forward 
to Balance Sheet 

TOTAL 

Notes to Accounts 17 


3,673,770 

978,266 


2,361,440 

828,477 

586,600 


3.776,517 


2.691.934 

1,046,595 


4,652,036 3,738,529 


1,791,179 

796,001 

500,579 



2,384,961 


176,000 

1,154 

208,643 

1,999,164 


2.384.961 


650,770 

990,134 


1,640.904 


130,160 

1,302 

1,509,442 


1,640,904 



Sd/- 

Romesh Sobti 
General Manager - India 


Mumbai. 29th June. 1999 
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ABN AMRO Bank NV. 

(Incorporated in The Netherlands wM limUed Liability) 
INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31ST MARCH 1999 



Schedule 1 - Capital 

I Ammint of Deposit kept with 
the Reserve Bank of India 
under Section 11(2)(b) of the 
Banking Regulation Act, 

II Amount brought into India 
by way of start-up Capital 
for a new branch 

TOTAL 

Schedule 2 - Reserves 
and Surplus 

I Statutory Reset ves 
(Reserves u/s Ili2l(b)(ii) ot 
the Banking Regulation 
Alt, 1949) 

Opening Balance 
Additions during the vcai 

Closing balance 

II Capital Reserves 

III investment Fluctuation 
Reserve Account 
Opening Balance 
Additions during the year 

Closing balance 

IV. Property Investment Reserve 
V Head Olficc Charges Reserve 
ifetaincd in India to meet 
Capital Adequacy requirements) 
Opening Balance 
Additions dunng the year 

Closing balance 


As at 

31 03.1999 
Rs in OOO's 

As al 

31 0.3 1998 
Rs in (XXI's 

437.180 

315.980 


415.149 

I76.(XX) 

.591149 

3,741 


26,309 


41.5,149 

t.74l 





VI. Balance of Profit 

1,999,164 

1.50‘).442 

TOTAL 

3,299,135 


Schedule 3 - Deposits 

A 1 Demand Deposits 
i) From Banks 

61,487 

139.270 

li) From Others 

3,979,311 

1,993,752 

II Savings Bank Deposits 

869,794 

486,050 

III Term Deposits 
i) Prom Banks 

.3,010,000 


ii) From Others 

10,889,396 

11,968,335 

TOTAL 

18,809,988 


B i) Deposits of Branches 
in India 

18,809,988 

14,587,407 

li) Deposits ot Branches 
outside India 



TOTAL 

18,809,988 

14,587,407 


Schedule 4 - Borrowings 

I Borrowings in India 

I) Re.servc Bank ol India 

II) Other Banks 

III) Other institutions 
and agencies 

II Borrowings outside India 

I) From Banks 

II) From Others 

TOTAL 

Secured borrowings included 
in I & II above - Rs Nil 

Schedule 5 - Other 
Liabilities and Provisions 
I Bills Payable 
li Intei-ofTicc adjustments (net) 

III Interest Accrued 

IV Others (including provisions) 

TOTAL 

Schedule 6 - Cash and 
Balances with the Reserve 
Bank of India 
I Cash in hand 
(including foreign 
currency notes) 
li Balances with the 
Reserve Bank ot India 

I) In Current Accounts 

II) In Other Accounts 

TOTAL 

Schedule 7 - Balances 
with Banks and Money 
at Call and Short Notice 

I In India 

i) Balances with Banks 
In Current Accounts 

In Other Deposit Accounts 

ii) Money at &II and 
Short Notice* 

With Banks 

II Outside India 

I) In Current Accounts 
ii) Deposit Accounts 

III ) Money at Call and 
Short Notice 


TOTAL 


3.83t),200 

8,693,664 

3.121.989 

627,190 


As at 

31 03.1998 
Rs. in OOO's 


605,900 

3,420,000 

2.485,394 

3,444,602 


16,27L043 9,955.896 



1.240,505 I 853.441 


42,752 


24,402 


I.75L649 1,393,348 


1,796,401 1,417.750 



1,135,837 

1.3.59.627 



2,683,012 

676,276 


3,359,288 


3,370,722 
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ABN AMRO Bank NV. 

(Incorporated in The Netherlands with Limited Liability) 
(NDIAN BRANCHES 


SCHEPlfLHS FOR) 

IfAVr; PARI Of Tin H 

AIANCE SHEEI AS AT 31ST MARCH 1999 


As ,11 

Ah (It 


As at 

As at 


31 Ot IVW 

31 ()> l"••8 


31 03.1999 

31 03.1998 


Rs III (XX)’s 

Ks in 'XXI s 


Rs in 000's 

Rs in OOO's 







Schedule X - Investments 



Schedule 10 - Fixed Assets 






1 Piemiscs 



1 Investments in India 



1 ) At cost as at list March 



1 ) Uovcmnient Sclumiics 

6.794.0 !8 

«.()99.99’ 

ot the preceding year 

326,981 

195,292 

11 ) Other Appioved Set unties 

34.t.i«l 

3 35.329 

II1 Additions during the year 

62.805 

131.689 

III) Shares 

1 30.050 

150.050 

III! nediictions during the 



IV) Dehciiitiies and Konds 

3,892 000 

310,000 

Virat 



V) Otheis* 

1.105,241 


1 ' 1 Uepieciation to date 

52,626 

39,109 





337,160 

287.872 


I2.2K5.520 

5.895,372 







II Othei Fixed Assets 



11 Invei>tinents Outside India 

_ 

_ 

[including lumituic and fixturesj 






1 ) At cost as at list March 



TOTAL 

12.285,520 

5.895.372 

ol the preceding year 

466,242 

362.156 



- 

ID Additions diinng the yc.ir 

161 314 

106,354 

Gioss Investinenls 

12 312 177 

5,924.447 

III) Dcckictions during the vein 

7.426 

2.2(8 

Less Piovisioti foi 



IV) Dcpieciation to d.itc 

3 36.182 

230.687 

Depieciatioii 

(26,857) 

(29.075) 


28.3,948 

235,555 


12.285.520 

5,895.372 

TOTAL 

621,108 

523,427 

* Othei Investments include 



Schedule 11 - Other Assets 



ComnieiLial Fa{H'i 

1.105.241 

_ 

1 Interest Accriiud 

298,516 

211.105 

Unit Scheme 1064 of 



II Advance Tax and Tax 



Unit Trust ol India 

- 

- 

Deducted at Source 
(net of provisions) 

208.197 

52..544 

TOTAL 

1,105,241 


III Others 

994.544 

943.636 


- 


IV Intcr-(3trice Adju.stments [net] 

278.912 

- 

Schedule 9 - Advances 



TOTAL 

1,780,169 

1.207.285 

A 1 ) Bills purchased and 



Schedule 12 - Contingent 



discounted 

4.580,450 

2,436,918 

Liabilities 



II) Cash credits, ovcidrafts 



1 Claims against the bank not 



and loans repayable on 



acknowledged as debts* 

89.298 

13,692 

demand 

11.093.969 

7,210.780 

11 Liability lor partly paid 



III) Term loans 

5.090,293 

5,828,106 

investments 

- 

- 




III Liability on Account ol 



TOTAL 

20.764.712 

15,475,804 

Outstanding Forward 




- - 


Exchange Contracts 

202,647,714 

227,384.128 

B 1 ) Secuted by 'T.mgible 



IV Guarantees given on behalf 



Assets 

10,491.718 

9,263,660 

ot Constituents 



11 ) Covered by Bank/ 



i) In India 

8.950.277 

6,729.863 

Government Guarantees 

8,458,540 

4.586,329 

111 Outside India 

5.320,663 

1.118,763 

111) 1 

1.814,454 

1,625,815 

V Acceptances, Endorsements 






and Other Obligations 

11.975,932 

7.952.698 

TOTAL 

10,764.712 

15,47^804 

VI Othei Items lor which the 




-T _ 

^ 

bank is contingently liable 

1.661.266 

L669..396 

C I Advances in India 



TOTAL 

230,645.150 

244,868,540 

i) Priority Sector 

8,346,461 

4,461.635 


" ■ ' ■ - _ __ 

.Z.Z " • 

11 ) Public Sector 


119,914 

* This docs not include a libel 



nil Banks 

14,072 


.suit filed against the Bank 



iv) Others 

12.404.179 

10.894,255 

by a customer As the matter 






IS sub-juciice, the same has 



'^OTAL 

20,764.712 

15,475.804 

not been quantified 
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ABN AMRO Bank NV. 

(IntorponUed in The Netherlands with Limited Liabilitv) 
INIMAN BRANCHES 


SCHEDULES FORMING PART Of WE PROUT AND LOSS ACCOUNT 
FOR THE YhAR ENDED 3JST MARCH I9W 


Schedule 13 - Iniereet Earned 

I Inleresi/Discount on 
Advanccs/Bills 

II Incnnic on Invcstmenls 

ill Intcicst on balances with the 
Rcscivc Bank of India and 
oihei inicr hank funds 

IV Oihcis 

TOTAL 

Schedule 14 - Other Income 

I C'onimission. Exchange and 
Brokerage 

II I'rofit on Sale of Investments 
(Net) 

III Protit on Revaluation of 
Investments (Net) 

IV l^otit/lLoss) on sale ol Land, 
Buildings and Other Assets 
(Net) 

V Piolit on l-Achange Transactions 

VI Inioinc earned by way of 
dividend, etc 

VII Mim etianeous Income 

TOTAL 

Schedule 15 - Interest Expended 

I Interest on Deposits 

II Interest on Reserve Bank of 
India/Inter Bank Borrowings 

III Others 

TOTAL 


Year ended 
31 0.1 I9‘J9 
Rs. in (XXI's 

> car ended 
31 03 I99X 
Rs 111 (XXI's 

2,472,341 

1.0X6.312 

1.944.113 

659,404 

110,812 
4,285 

74,.54l 

13.876 

3.673,770 

2.691,934 

379,662 

312,054 

.3,712 

179,661 

(16) 

548.643 

49 

515.685 

17.000 
29.26*! 

13,144 
26.01 >2 

978,266 

1.046.595 

1,247,180 

992.054 

591,842 

522,418 

399.563 
W) 562 

2,361,440 

1,791,179 


. ^ 



Schedule 16 - Operating 

Expenses 

I Payments to and provision 
tor employees 

II Rents, Taxes and Lighting 

III Printing and Stationery 

IV Adveitiscmcnl and Publicity 

V Dcprcii.ilion on Bank's 
Piopeity 

VI Diicctors' fees. Allowances 
and Expenses 

VII Auditors' fees and 
expenses 

VIII La V charges 

IX Postage, Telegrams, 
Telephones 

X Repairs and Maintenance 

Xi In^unmce 

XII Head Office Charges 

XIII Other Expenditure 

TOTAL 



Schedule 17 - Notes Farming Part of the Accounts for the Year Ended 31st March 1999. 

I Principal Accounting Policks 
I I Basis of Prcparatloa 

The accompanying rtnancial statements are prepared on the histoncal cost conventioi. and conform to the generally Ji cepted 
accounting principies and to the practices prevailing wiihin the banking industry in India 
I 2 Transactions Invfdvlng foreign Exchange 

Foreign currency asseu and liabilities are revalued at the year end rates notified by the Foreign Exchange Dealers' AssiKisiion 
of India (FEDAI) 

Outstanding forward exchange contracts are revalued at the rates notified by FEDAI for specified maturities and at interpolated 
rates for contracts of in-between maturities Tb resuliani gains or losses are recognised in the Profit and Loss Account 
Income and expenditure in foreign currency are translated at the exchange rates prevailing on the date ol the transaction 
Conungent liabilities at the Balance Sheet date on account of outstanding forward exchange conuacis arc disclosed ai the 
contracted rates 
I 3. luvcstmeuli 

All inveatments are clasiifled as'^cunent” investments and are valued in aggregate, foi each caiegoiv. at lower ol cost or 
market value in accordance with the guidelines issued hy the Reserve Bank of India (RBI) 

Cost represents the acquisition coft and in case ol discounted instiuments, includes the pro nta discount acciued for ihc holding 
period. 
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ABN’AMRO Bank NV. 

(Incorporated m The Netherlands with IJmited Liability) 
INDIAN BRANCIIKS 


Market value in case iil governincnt/apiuovcd sei.uiiiius and publiL mxIui unit b«in«l<i, liir which i|uoies aie nut aviiiiable, it 
detertnined nn the “Yield to Maturity" methud in acLoidance with the lates piesLiihed by RBI Ticasiir) Bills. Certificates 
of Deposit and Comincrcial Paper are valued at taiiyiiiir cost which includes the pm lata discount accrued, as appiicidile, 
for the holding period Debentuies, fur which (juuics .lie nut available, arc valued at carrying cost it intciest is serviced regularly 
and in accordance with the Asset Classitication and Piovisioning Nuiins piescribcd by RBI in other cases 
I 4 Advances 

Advances are stated net of specific loan loss piiisisioiis Piuvision toi loan losses is made in icspect of identified advances 
based on the periodic review as |x:r the bank's [lolicy ihat complick with the (iiovisioning guidelines issued by the KHI 
I 5 Fixed As.sets 

Fixed Assets aie staled at histoiical cost less accumulated depicciation Hisloiical cost loi this purpose includes the written 
down value as at 31st March. ldU| for fixed assets acquiicd upto that date and cost t.l acijuisition lor fixed assets acquired 
theicallci 

Dcpieciation is puividcd on a pio rata basis on the wiitten down value method at the iindeimentioned rates 
Aucl Kdle 

Premises 

Furniluie and Fixiuics 2(yi 

IU|uipmcnt and Vehicles 35^! 

Compuleis 4()‘< 

1 6 Staff Retfremcnt Benefits 

Piovision foi giatuily and pension benefits to stall has been made on the basis of an aitiianal valuation at the year end .Separate 
funds for gratuity and pension have been cie.itcd and contiibutions aie made to the lespective funds 
Provident and su(iciannuation Itind coniiibuiions aie iccognised on acciual 
Retirement leave encashment benefits arc accounted foi on cash basis 
I 7 Income Rectqtnitiun 

Interest Income is accounted toi on accrual except in case of inteicst on non-performing advances, which is recognised on 
realisation 

I If Head Office Charges 

Head Office Charges aic chaiged to revenue based on tlic allowance undci the direct tax laws applicable from time to time, 
the excess alliKated expcndituie. if any. being .ippiupiiated to Head Office Charges Reserve. 

I 9 Provislan for Taxation 

Piovisiun foi taxation has been made on the “liability method” of accounting, which is geneially followed in India 

1 10 Net Profit 

The net piofit is after 

• Provision fur taxes on income m arcoidance with stntutoiy requirements 

• Provision for loan losses 

• Provision for diminution in the value of iiivesimcnis 

• Other usual and nccessaiy provisions 

2 The Foreign Exchange Dealers' Associaiiun of India IFRDAI) guidelines on revaluation of forward exchange contracts, which 
aie approved by RBI. are mandatory and hence, these have been followed in preference to Aecounting Standaid-l I - "Accounting 
foe the Effect of Changes in Foreign Currency Rales” issued by the Institute of Chartered Accountants of India The impact 
of this vaiiance in the method of revaluation of fotward exchange contracts is not quantified 

.3 Head Office Chaiges Reserve consists of amounts payable to Head Office for allocated charges, which the Head Office intends 
to retain in India to meet Capital Adequacy requirements 

4. The Bank has undertaken a comprehensive progiamme to manage the Year 2000 (Y2K) problem effectively. The implementation 
of the programme, which is nearing completion, will enable Y2IC readiiie.ss and facilitate smooth transition fo the Year 2000 
without any interruption to its operations The Hank is also developing plans for possible Y2K related contingencies. 

5. Disclosuie in terms of RBI Circulars 

a) Capital Adequacy Ratio 9 27% (Previous ycai 9H2‘H) 

b) Percentage of net nun pci forming advances to net advances 045% (Previous year 0.42%) 

c) Provisions and contingencies charged to the Profit and Loss Account includes 

Cuiient Ycai Pievious Year 
(Rs in UUO's) (Ks m OOO's) 


Provision for loan losses 

76.818 

64,802 

income Tax 

470.000 

410,000 

interest Tax 

41.500 

27,781 

Others 

500 

500 

Sub-total 

.58MI8 

" 50.^083 

Less Appreciation on investments 

■ 2.2T8‘ 

■ "2,504 

Total 

sib.^ 

'lobT79 


d) The Indian Branches of the Bank have not raised any subordinated debt. 
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ABN AMRO Bank NV. 

(Incorporated in The Netherlands with Limited UabiUty) 
INDIAN BRANCHES 


e) BuMncM Ratios 

Trevious Yeai 


I . Capital Adequacy Ratio - Tier i CapjUl X<)4% ‘)43fK 

II Capital Adequacy Ratio - Tier li Capital 0 3 1 % 0 34% 

III Interest Income to working funds I0AK9 9 64% 

IV Non-interest income to working funds ? K4% 3 75% 

V Operating profits lo woiLing Iiinds 4 13% 4 03% 

VI Return on assets ’ 2I)% 2 33% 

VII Business per employee (Rs thousands) 73.153 64,911 

VIII Net Profit (xsr employee (Rs thousands) i,755 1.411 


6 Previous yeai's figures have been nigroupcd/rcaiianged wherever necessary 

Vide our Report of even date 
For M M Nissim and (’o 
Chartered Accountants 


Sd/- 

N R Ganjwala 
Partner 

Mumbai 29ih June, 1499 


Sd/- 

Romesh Sobti 
General Manager - India 

Mumbai. 29th June, 1999 


Auditors' Report on the Accounts of the Indian Branches of ABN-AMRO Bank N.V. 
under Section 30 of the Banking Regulation Act, 1949 

We have audited the annexed Balance Sheet of the Indian Branches of ABN-AMRO Hank N V (incorporated in The Netherlands 
with limited liability) as at 31st March. 1999 and the annexed Profit and Loss Account for the year ended on that date 
In accordance with the provisions of Section 29 of the Bunking Regulation Act, 1949, read with the provisions of sub-sections (I), 
(2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act. 1936. the Balance Sheet and the Profit and 
Los.s Account together with the notes thereon, are not required to be and are not drawn up in accordance with Schedule VI to 
the Companies Act. 19.56 The Accounts are. therefore, drawn up m conformity with Forms A and B of the Third Schedule to 
the Banlung Regulation Act. 1949 
We report that. 

1 We have obtained all the information and explanabons which to the best of our knowledge and belief were necessary for 
the purpose of our audit and have found them to be satisfactory 
2. In our opinion, proper books of account, as required by law, have been kept by the Indian Branches of the Bank, so tar us 
appears from oui examination at those books 

3 The Balance Sheet and the Profit and Loss Account of the Indian Branches of the Bank dealt with by this Report are in agreement 
with the books of account 

4. The Forward Exchange Contracts have been valued as stated in Accounung Policy 1.2 in Schedule 17 to the Accounts and 
the resultant gains/losses have been recognised in line with the Foreign Exchange Dealers' Association of India guidelines 
approved by the Reserve Bank of India This Policy is not in accordance with Accounting Standard-11 on “Accounting for 
the Effect of Changes in Fbreign Cunency Rates’', issued by the Institute of Chartered Accountanu of India. The impact 
of this deviation is not quantified 

5 Rebrement leave encashment benefits are accounted on cash basis as stated in Accounting Policy 1 6 in Schedule 17 to the 
Accounts This Policy is not in accordance with Accouniiiig Standard-lS on “Accounting forReurement Benefib in the Financial 
Statemenb of Employers”, issued by the Institute ot Charired Accountants of India The impKl of this deviation is not quantified 

6 In our opinion, the Balance Sheet and the Profit and Loss Account dealt with by this Report are in compliance with the Accounting 
standards referred to in Section 21U3C) of the Companies Act, 1956, in so far as they apply to banks except as stated in 
the foregoing paragrajdis 4 and 5 of the Report 

7 This audit is not intended, designed nor performed to identify or detect problems that may result from computer hardware, 
software or other automat^ prcKess' inability to properly process dates which include issues, internal and/mr external, related 
to the Year 7000 

8. Subject to the foregoing, in our opinion and to the best of our information and according to the explanations given to us, 
the said Accounts read with the principal accounting policies and the other notes thereon, give the information required by 
the Companies Act, 1936 in the manner so required tor banking companies, and give a true and fair view 

• in (he case of the Balance Sheet, of the sute of at'airs of the Indian Branches of the Bank as at 31$t March, 1999 and 

• in the case of the Profit and Loss Account of the profit of the Indian Blanches of the Bank for the year ended on that 
date. 

For M M. Nissim and Co 
Chartered Accountanu 

Sd/- 

N. R Gaqjwala 
Partner 

Mumbai: 29th .'une, 1999 ___ 
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PERSPECTIVES_ 

Funding of Elections 

Case for Institutionalised Financing 

B Venkatesh Kumar 

The role of money power in elections has become a standard concern 
in recent discourses on electoral reforms in India. Various 
commissions have been .set up till now, recommending ways and 
means to regulate the use and abuse of money in election campaigns. 
The arm le takes stock of various aspects of election funding, 
including state funding, and considers a certain level of 
institutionalised Jinancing a must for Indian democracy. 


THH structure ol poltiical finance and its 
regulatiuii in democratic nations has 
undergone significant changes in the last 
several decades, spuircd on in some cases 
by scandal, corruption and hiiberv The 
topic has lieen the subject ol national 
commissions, some public and others 
pn vale, in the US. Canada. Australia. Great 
Bntain, Germany, France and Israel among 
others and concern aKiut political finan¬ 
cing is increasingly evident in pre.sidcntial 
as well as parlianicntai 7 systems, in both 
•Strong and weak party .systems and in 
mature as well as developing demiK'racies 
Concurrently, while scholarship a'gard- 
ing reforms in indivitlual countries has 
emerged, there has bc*en very little cotn- 
paiative literature addre.s.sing problems 
common todemocracies seeking to regulate 
the u.se and abuse of money in election 
campaigns Thus, what is needed is a wider 
understanding of the context and 
implications of funding sources, campaign 
exjtenditures and regulatory .sy.stems In 
this context, the specific themes that need 
to be discussed arc the eftects of public 
money on political systems, the role of 
pnvatc and public funding, the relative 
nwntsot direct and indirect public funding, 
the effects of national election regulation 
on encouraging or discouraging public 
participation, partisan alignments on the 
issue of public financing, high, ever rising 
campaign co.sts, the unanticipated con¬ 
sequences of legislative responses to 
campaign funding, abuses and rails for 
political finance reform, the ambiguous 
relationship of local and national political 
financing and the relationship of viable 
and stable (or lack thereof i ,• liitical .sy.stcms 
to political financing and public funding 
The role ol money power in elections 
has thcieby become a standard concern in 
recent discoui h;s on electoral leforms in 
India and belongs !<' that category of 


maladies, which are systemic in origin 
Given the stiuctural relationship, which 
has been established between economic 
and political power and the vanous forms 
of iiu/dern politiss, it is surely naive to 
view the intlueiKc oi economic interest 
in the arena of elections as an aberration, 
which can be icniovcd only through legis¬ 
lative action lYadav 1995’ 30) 

The seeming starkness .surrounding this 
view was in tact preceded by both the 
Santlianaiii Committee's recommenda¬ 
tions in 1964 and Wanchoo Committee's 
recommendations in 1973 The former in 
Its rcjioit had ob.served that the existence 
of a large amount of unaccounted black 
money was a major source of corruption 
It had fuaher stated, "the public undcr- 
.standing in the prevalence of corruption 
at high political level has been strengthened 
by the manner in which funds were 
collected by political parties, expectedly 
at the time of elections and it was therefore 
cs.sential to have a law requiring political 
parties to keep proper account of their 
receipts andexpenditure" [Singh 1986:78], 
So too. the latter had insisted. “(I) the 
government must finance the individual 
candidate's election campaign: (2) all 
accornts of political parties must be 
subjected to stale audit and published lor 
public informanon; (3) it is an accepted 
fact of life that in a democratic setup, 
political parties have to spend considerable 
sums Ol money, and that large sums are 
required for elections. In this connection 
It would be pertinent to refer to the manner 
in which this problem has been tackled in 
countnes like West Germany and Japan. 
In West Germany putitical parties are 
financed by the government on the basis 
ol the votes polled by them at the preceding 
elections In Japan however the govern¬ 
ment financeseleciion expenses of national 
parties on the basis of the size of a con¬ 


stituency and also gives financial assistance 
for research and publicity. It is said diat 
such measures largely ensure that political 
parties do not have to lean heavily on high 
patrons or indulge in underhand dealings. 
We are of the opinion that in our country *' 
also the government should finance 
political parties. We recommend that 
reasonable grants-in-aid should be given 
by the government to national political 
parties and suitable cnteria should be 
enclosed tor this purpose” [Singh 1986: 
78] 

In .spite ol the recommendations to curb 
the role ol money power, the ground 
realities liavedelincdaaintrary movement, 
especially as icgards the ceiling of 
expenditure The Indian Electoral laiw. 
under Section 77 ol the Representation ol 
People's Act (RPA). 1951, requites that 
ail candidates should disclose the correct 
account of all the expcndituie incurred m 
coniicciion with the elections and that they 
are nound to submit the accounts between 
the dav on which t licy have been nominated 
lor election and the day ol declaration of 
the rc.sult thereof Furlhcimoie. Section" 
12.3(6) ol the Act defines incurring of 
cxcc.s.sive erpcnditure in elections as a 
corrupt jiractice It also lays down a limit 
on expenditure on elections Tlic spint ol 
the above section can luither he seen lu 
Section 78(1) of tlic RPA. 1951 The 
maximum amount ol election expenditure, 
which may be incurred by the candidate 
111 the vanous states, has been laid down 
under Rule 90 of the Conduct of Elections 
Rules, 1961 It .specifies that mere non- 
disclo.sure of expenditure is not a corrupt 
practice but becomes so as it amounts to 
an expenditure in excess of the prescribed 
amount and contravention of Section 77 
(I and 2) of the RPA, 1951. which falls’^ 
within the ambit of Section 123 clause 6. 

In addition, failure to furnish an account 
of election expenses within the time limit 
presenhed under Section 77(6) of the Act 
1951 can lead to disqualification of 
memtenship to the parliament or state 
legislature, which is enforced by the pre¬ 
sident of India after seeking the opinion 
of the Election Commission. The president 
here acts in his/her capacity of a con¬ 
stitutional authority, to discharge consti¬ 
tutional obligation,\. But. according to 
Section 1OA of this Act, the Election Com¬ 
mission Itself has the right to disqualify 
a candidate, if it is satisfied that s/he has 
failed to submit an account of the expenses 
incurred within the specified time limit 
and in the manner required by the Act.>' 
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In fact, under Section 77 of the Act, the 
election returns are to be filed within 30 
days of the publication of results. All 
accounts ot iia election expenditure and 
other expenses are to be filed by the 
candidate with the concerned district 
election ofricer(DEO). as stipulated under 
^ Rule 89(1) of the Conduct of Election 
Rules 1961 and each DEO is required to 
send his/her report about the filing of such 
accounts to the Election Commissioner’s 
office. On leceipt of this report from the 
DEO. the Election Commission scrutinises 
the account. In ca.ses of default, it issues 
notification to the candidates about their 
disqualification under Section lOA ot the 
RPA1951, hut bet me doing so. the Election 
Commission provides ample opportunity 
to the candidates to represent their cases 
Valid tor three years from the date of the 
order, the disqualification notification 
under .Section lOA haN to he published in 
the official gazette. 

The Supreme Couit in many cases had 
occasions to deal with the quc.stion. as to 
whether expenses inclined by a political 
party or a L.indidatc tails within Section 
123 clause 6. read with Section 77 ot the 
f RFA. 1951 .The Supreme Court in the 
famous Kaiiwarlal Ciiipta vs Amarnath 
Chawla (1975(3) .SCC t>46) case cxpres.scd 
the view that the expenses incurred by a 
political party should he included in the 
candidate's elei.(ion expcndituic The 
Court ruled. 

Now, it a candidate wcie to be .subject to 
the I imitation ot thee ei ling, but the political 
party sponsoring him or his tnends or 
supporters were to lie tree to spend as 
much as they like in connection with his 
election, the object ot imposing a ceiling 
would be completcl) tiustrated and the 
beneficent provision enacted in the interest 
public and genuineness ol thedcmixiratic 
, process wouldbc wholly emasculated The 

mischief sought to be remedied and the 
evil sought to be suppre.ssed would enter 
the political aiena with redoubled force 
and vitiate the political life ot the country 
The gicai democratic ideal of social, 
economic and political justice and equality 
ot status and opportunity enshrined in the 
preambleofourConslituUon would remain 
merely a distant dream eluding our grasp 
The legislators could never have intend^ 
that what the individual candidate cannot 
do, the political parties spomsoimg him or 
his friends and supporters should be free 
to do That is why the legislators wisely 
interdicted not only the incurring but also 
the authonsing of excc.vsive expenditure 
by a candidate When the political parties 
sponsonng a candidate incurs expenditure 
in connection with his election, as 
distinguished from cxpenditurcon genei ai 


party propaganda, and the candidate 
knowingly takes advantage ot it or 
participles in the programme or activity 
or fails to disavow the expenditure or 
consents to it or acquiesces in it it would 
be reasonable to infer, save in special 
circumstances, that he impliedly authonsed 
the political partytomcursuch expenditure 
and he cannot escape the ngour of the 
ceiling by saying that he has not incurred 
the expenditure, but his political party has 
done so. A party candidate does not stand 
apart from his political party and if the 
political party docs not want the cmididate 
to incur the disqualification, it must 
exercise control over the expenditure which 
may be incurred by it directly to promote 
the poll prospects ot the candidate The 
.same proposition must also hold good in 
ca.se ot expenditure incurred by friends 
and supporters dii ectly in connection with 
the election of the candidate This is the 
only rea.sonable interpretation ot the 
provision which would carry out its object 
and intendmenl and suppress the mischief 
and advance the remedy by punlying our 
election piiK'ess and ridding it of the 
(ictnicious and baneful inilucnce ot big 
money This is in lact what the law in 
England has achieved There, every person, 
on pain ot cnminal penally, is required to 
obtain authority troin the candidate betore 
incurring any political expenditure on his 
bchali The candidate is given complete 
discretion in authniKsing expenditure up 
lo his limit 11 expenditure made with the 
knowledge and aiipmval ol the candidate 
exceeds the limit or it the candidate makes 
a false report o( ihc expenditure ailct the 
clcciioti, he IS siihicci not only lo ctiminal 
penalties, but also to having his election 
voided I Lais Coiiimission ot India 199X- 
27-29], 

As a tallout ot the Supreme Court 
judgment in the ahove-mentiuned case, 
the RPA was amended, so as to nullify the 
197.5 Supreme Court judgment Explana¬ 
tion I to Section 77 ot the RPA was 
appended, by which, unauthorised party 
and .supporter expenditure in .support of 
the candidate did not count in election 
expenses mcuiicd by a candidate, tor the 
purpose ol ceiling, making the limit an 
cxerci.se in (utility 

Additionally, the Supreme Court, m its 
recent judgments, viz. C Norayanswamy 
vs C K Jaflcr Shand (1994 (SUPP) 3 SCC 
170), Ghadakh Yesh wantrao vsBalasaheb 
Vikhe Paul (1994 (I) SCC 682) and 
Gajanan Bapat vs Dattaji Meghe (1995 (5) 
SCC 437) has al.so reiterated the need to 
delete explanation 1 to Section 77 of the 
Act. It has thereby exhorted the legislature 
and the Election Commession to supervise 
the mmntenanceol receipt and expenditure 
incurred by political parties and also 


disclose the funds received by them It 
may also be pertinent to point out that the 
Law Commission of India, in its working 
paper on electoral laws has also whole¬ 
heartedly reiterated the proposal conuined 
in the 1990 bill, introduced by the govern¬ 
ment of India in the Rajy a Sabha, to delete 
explanation 1 to Seclion 77 of the RPA. 
1951. The commission has also stressed 
the need for monitoring expenditure 
incurred by political parties, without which 
the evil of excess election expenditure 
cannot be solved. The prc-l97S position 
however remains to this day 
As regards transparency of accounts 
maintained by political panie.s. the Election 
Commission had submitted a proposal to 
the government ot India in 1992. which 
states, 'The Commission is ot the con¬ 
sidered view that the present provisions 
ol Sections 77 and 78 read with Sectioi) 
lOAotihcRPA. 1931 relating to election 
cxpen.scs ot candidates are totally m- 
cticctivc to serve the intended purpose of 
placing curbs on the unscrupulous i^c of 
money in election Under the existing law. 
the candidates and political parties are I rcc 
to .spend as much as tliey like with impunity 
Instances arg not wanting where several 
lakhs, if not crores, ot lupees have been 
spent on electioneering campaigns ol 
certain candidates and yet ml clcition 
expen.se returns have been tiled on behalf 
ol such candidates " The report goes on 
to recommend certain measures, which it 
property impicmenicd, can assist mcurbmg 
the menace 

(1) Every politiial party icgistcicd with 
the Commission should publish its 
accounts annually and such accounts 
should he audited by agencies appointed 
by the Election Commission 

(2) No as.s(Kiniion or body ot persons 
(except a legistercd political puny) or 
individuals should he permitted to incur 
any cicedon expenditure without the 
written authorisation of the concerned 
candidate or his election agent and it so 
authorised such expenditure should be 
included in the return ot the election 
expenses ol the candidate concerned, any 
person isohiting these picvisions should 
be liable with punishment with iiitnimuni 
impnsonment ol one year which may be 
extended up to five year.s and with a line 
[Election Commission of India I992| 

It IS iheretore imperative that the 

recommendations ol the commt.ssion with 
regard to empowering it with auditing the 
accounts ol political parties as jyell as 
candidatc.s should be adhered lo. In (his 
regard, the commission, during its pro¬ 
active phase in the I99()s, had appointed 
ofticeis from tiie central .services to under¬ 
take a .scrutiny ol the accounts ot political 
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parties However, veiy little is known about 
the outcome of such an exercise. 

The Election Commission should also 
heeinpowered to fix the ceiling on election 
expenses before cva> general election, by 
amending Section 77(3)ot iheRPA, 1951, 
instead of the central government notifying, 
as It presently does, about the maximum 
pemiissible election expenses as per the 
rules, in consultation with the Election 
Commission. Yet, it needs to be pointed 
out that the recent upward revision in the 
ceiling limit to Rs IS lakhforaLokSabha 
constituency and Rs six lakh for an 
as.scmhly constituency has largely taken 
place due to the initiatives of the 
coniiiiission [Election Commission of 
India 1998 I4J 

On the other hand, if one considers 
corporate rmaiicing, the IndianCompanies 
Act pnor to 1969 did not make any specific 
provision tor donation by companies, but 
in 1969 a law was bmught into force, 
banning any company contribution to the 
election arena. Laici. Section 293. an 
amendment brought about in 1985, 
pcraiincd companies to make contnbut ions 
to charitable and othei funds up to 5 per 
cent ol their average profit of the thiee 
picvious yeais [Gchlot 1992 442). This 
amendment, biought in with the view ol 
curbing the parallel practice ol black 
niaikcting in the business-politics nexus 
(rampant in the eia ol bnefcase politics 
(lor details see Kochanek 1987]). has in 
fact turned volte-face and has been leplaced 
by a lack ol transparency and nepotism 
The Election Cornmission, howcvei. does 
not approve of a total ban on donations 
by companies to political parties It stales, 
“After all, the political pioce.s.s and the 
activities which a political party legiti¬ 
mately engages it.sclf involve heavy cast 
which has to be met by funds coming 
through certain channels. Moreover, if 
trade unions and other organi.sations are 
allowed to contribute to political parties, 
there seems to be not much ground that 
companies should be banned from making 
doiialioas to political parties Eftons .should 
be made to cieate an atmosphere where 
there is more traasparcncy in financial 
dealings lathcrthan take extreme measures, 
v-hicli would only drive the.se activities 
underground and away from the public 
ga/c. Theicloic, the commission is ol the 
view that, in a dcnKH.r.icy. companies may 
be allowed to contribute tor political 
causes Howevci. such contributions 
should be limited to a reasonable level 
and all transactions in this regard must 
be made in a ci'mplctely transparent 
mannci" |Ele..lion Commission of India 
1998) It may. thcrctore, be worth the 


while to put in practice the commisinon’s 
recommendation as long as proper insti¬ 
tutional mechanism is in place to oversee 
such contnbutions. In fact, a beginning 
has been made in 1997 in this regard with 
thccomstitution of an electoral fund, which 
has been funded by the Tatas. However, 
It IS too early to assess the outcome of such 
an exercise 

Having considered existent strategies, 
which .seem to have failed, and the curbing 
or channelising of money in the electoral 
process has become the subject of growing 
concern, (he only hope in sight seems to 
beoneottcicd by state funding of elections. 
As against curbs being exercised fnim 
without on a cash flow, which is beyond 
the conti ol ol a machinery trying to ensure 
Its proper use both vis-a-vis the limit and 
the tnanner of its use, state funding offers 
an alternative which might possibly induce 
checks at inception rather than at the tail 
end when I lungs .ire surreptitious and ol ten 
only icchnically redeemable 

The principle of government funding ol 
poluical parties or candidates nr election 
campaign activities is well c.stablished 
aciossthe deiniKratic world Historically, 
govcmnieni financing of the political 
pruc'ess has olten been conducted in secret 
or indirectly to benefit the party or parties 
in power - the use of state-controlled radio 
and television being just one example. 
Pauly in response to abuses by such state- 
controlled iiistruinents, altcmpls have been 
made by many countries to formulate 
systems ot public funding ol elections that 
arc open end lair 

Public tundiiig has been instituted in 
Ol der to gi vc candidates or political parties 
alternative soutces of funds, to reduce 
financial pressures upon them, and to 
incrca.se voters' access to and awareness 
ot information about candidates or parties. 
At least 22 countnes have forms ot public 
funding And though Sweden pioneered 
the concept ol subsidies provided by 
provincial and local authorities to regional 
and local party organisations, public 
funding has bc*cn provided forthe European 
parliamentary elections (sec Alexander 
1998) 

In countnes where direct aid is not 
proviucd, some lormsof indirect assistance 
may be made available, .such as free tele¬ 
vision or radio time, free mailings, free 
postei space, tree transportation for 
candidates or tax incentives lor political 
contnbutions Great Britain, for example. 
provide.s free TV to political parties and 
a tree mailing to candidates On the other 
hand, 21 U.S states permit utilisation ot 
their lax .systems to enable uxpayers 
cither to check off or add-on limited 


politkal contributions through their tax 
payments. 

In most of tlw nations with subsidies, 
governments fund the parties annually and 
not as expected only at election lime 
Historically, most of the subsidies were 
given in small amounts to supplement 
private resources already available to the 
political process and latenncreased, when**^ 
the sy.stem adjusted to the infusion of new 
funds 

Particularly in parliamentaiy systems, 
because elecuons were not fixed but could 
occur whenever a vote ol confidence was 
lost, the parties became large and per¬ 
manent organisations, with education and 
research appendages, party presses, and 
even party foundations Such party 
organisations are however .so large that 
they need constant support, hence fund 
raising occurs on an ongoi ng hasi.s. Instead 
of only laising money lor campaigns, 
money is needed to maintain the party 
organisation This in turn affects' the 
government in pailiamsmtary sy.stems 
becau.se incumbents are enlisted to adopt 
public policy positions that wilf bcnetil 
the party As a icsult. govcninient and 
parliamentary (cadets arc involved in 
helping to sustain the parties Thus" 
permanent campaigning occurs, i nggci ing 
permanent fund raising and pressurising 
incumbents to work more and iiitirc for 
money tor the party 

Yet, que.stion.s of fairness, cost, admini¬ 
stration and enforcement need to be asked. 
a.s.sumplions challenged and an under¬ 
standing developed, ol the conditions that 
arc required when subsidies are piovidcd 
Sometimes, public financing tends to 
supplant individual contributions to 
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p(rfiticat campaigns rather than those of 
laige corporations and labour unions, often 
the original target of such legislation. And 
still, when public financing programmes 
are enacted, some individu^s may feel 
that the government has assumed pnmary 
responsibilgy tor the financing of politics 
rand therefore they need no longer 
conu-ibute ui it. Organised interests, whose 
donations are mure closely tied to their 
lobbying activities, continue to contribute 
regardless. 

However, the main design difficulties 
in public funding are as to who should 
receive the subsidy and how and when it 
should be made. 'Hie goal of government 
subsidisation is to help .serious contestants 
and make available opportunity to 
challenge those in powci without u.sing 
significant tax funds to support parties or 
candidates that arc seeking free publicity 
and attracting so many candidates or parties 
that the electoral pr(scc.ss is degraded. 
Accordingly, the most difticult problems 
in working out lair subsidies are defini¬ 
tional. I e. how to dcliiic ma)or and minor 
parties, and as in the US sy.stcm. di.s- 
iinguishing sciious tiom Involous can¬ 
didates seeking nomination In spite ot 
this, any standards inu.si he arbitrary and 
certain protections slH>uld he piovidcd to 
allow unpopular voices to he heard 

Perhaps, it is simpler to undei stand the 
actual functioning o1 state funding, or 
public lunding as it is allcrnativcly called, 
by cunsideiing the lour dillcicnt ways in 
which It IS categonsud. which, though 
disparate.aiemutuall) inclu-sivc (i)ditcct 
funding to potential pai iics/candtdates not 
linked to particularexpcnditure; (ii) grants 
earmarked tor particulai items of expen- 
diiurc. like nominating c<i.ivcntion.s, party 
louiidations. tree pu.stage. etc; (in) pnivi- 
sion ot certain services by the government 
or government-owned organisations, 
tor instance, tree radio or TV time on 
state-owned media, and (iv) indirect 
subsidies like tax credits to donors or 
tax exemptions to partics/candidates 
[Shndharan 1916] 

In tact, state funding can be ottered 
through public subsidies given by the 
government to parties or to candidates tor 
their election campaigns Such sub¬ 
sidisation can be direct, i e. made to the 
parliamentaiy caucuses of paities asm the 
Scandinavian countnos or through paity 
foundations as in Geniiany A close study 
of the subject shows that state financing 
as itexists worldwide broadly reveals three 
patterns: (I ilncountnesiike Scandinavia, 
Germany. Austria. Denmark. luily. public 
funding IS the pnmary source ot financing, 
where assistance is given to the parties on 


the basis of the number of votes/seau 
secured by the party at an election: (2) llw 
UK-Ireland-Australia-New Zealand pat¬ 
tern. where only candidates are given 
limited public subsidy usually in the form 
of specific grants or state-sponsored 
services. The candidates are accountable 
to public authonty for observance, report¬ 
ing anddisciosureof limits on expenditures 
mainly for the campaign peri^; (3) By 
assistance in kind, mostly by way of some 
services like free postage, free use ot public 
premises for meetings, etc, and either tree 
or concessional time on the broadcasting 
media. 

It would however be naive to believe 
that India is alien to the concept of state 
funding. In July 1971. the parliament had 
set up a joint committee to consider the 
i.s.suc of electoral reforms. Hiis committee 
was led by Jagannath Rao and included, 
among others, the then law minister H R 
Gokhaie The report by this committee 
stated that the electoral system's 
dependence on money power could be 
removed “only il ii is accepted in pnncipic 
that all election expenses ought to he a 
legitimate charge on the public fund” The 
committee tuithcr recommended, “a 
process should be initiated whereby the 
burden ot IrgitiiiMte election expeniies at 
prc.scnt borne by the candidate or the 
political party would be progressively 
shifted” (lor details see the Joint Parlia- 
mcniary Cominiltee's report on Electoial 
Rclurms. New Delhi, 1972). 

Moreover, even during constituent 
assembly debates, one ot the constituent 
assembly's members, KTShah, had moved 
an amendment seeking that election 
expenses be borne by the .state (see con¬ 
stituent a.ssetnbly debates, Lok Sabha 
secretariat. New IJcihi, 19S2). The govern¬ 
ment did not oppo.se the pnnciple umter- 
lying the amendment but maintained that 
it would impose an unbearable burden on 
the state exchequer. Subsequent com¬ 
mittees on electoral retonns. like the 
Tarkunde Coniiiiittcc (1974) and the 
Goswami Committee (1990), advocated 
partial state inici vention in kind as against 
cash. Later, Charan Singh, who was 
heading the caretaker government in 1980, 
wanted to operationalise state funding, 
but. tlie then president vetoed this move 
stating that it would be improper tor a 
caretaker government to implement such 
an important decision. 

The proposals tor state intervention of 
elections by Pai P.inandikarand Ramashray 
Roy also meni consideiation here. They 
recommend. 

State lunding of elections on a exclusive 

basis: 


The ciealion of an election fund at Rs 10 
per vote polled all over the country; 

A special funding agency or the Election 
Commission to administer the fund; 

The fund to be apportioned to different 
candidates on the basis of votes .secured 
by them in the election, subject to a ceiling 
of Rs 10 lakh per seal contested. 

The amount to be released to individual 
candidates (and not political parties) on 
the basis of nomination made: 

Fifty per cent to be released us advance, 
pnor to elections, on the basis oi previous 
performance. 

The minimum threshold for eligibility lor 
state intervention to be 20 per cent of 
national votes toi national or inaiurpaities 
(10 per cent tor minor or new parties) or 
10-12 per cent votes in a cunsiitucncy tor 
independent candidaics. and. 

Submission ot detailed account by the 
candidates to be audited by the Eiectiop 
Commission [Pai Panandikar and Roy 
19941 

Ironically, the Election Commission on 
Its part has not maintained a consistent 
view on the subject 1'he commission, till 
1980. advocated .state lunding ot elections. 
S L Shakdher, lormci Election Coni- 
mi.ssioncr,-had calculated that public 
funding ot an election in 1980 would cost 
the exchequer not more than Rs I (K) c rore 
In lad. the total cost ciiiailment even today 
would be around Rs 300- ISO croic But 
in recent years, the commission, in a 
reversal ot its earlier stand, has shown 
disfavour lor direct cash subsidy and has 
suggested iiidiicct state funding The 
commission in its leport. tlmoral 
Reforms Views anil Pi ofiosals lyRH.hdS 
impre.sscd upon the goveininent the need 
to keep the commission inlormed and akso 
involve II Ihiough a proce.ss ol dialogue 
111 the deliberations ol a high level com¬ 
mittee to be set up by the government to 
promote state lunding In tact, the Election 
Commission, heralding a phase ot insti¬ 
tutional activism, has evolved a .scheme 
on Its own in 1998. whereby, recognised 
political parties are given much more time 
on an equitable basis, tiec ot any charges, 
on state-owned electmnic niedia. lot their 
election propaganda at the tune ol geneial 
elections 

In practice, however, election .spending 
does not nccc.ssarily reduce due to public 
funding In several countries like Italy. 
Finland. Spain, Australia and Israel, 
election spending, Juiing late I97()s and 
early 1980s rose, despite public lunding 
ol parties Tins was traced lo heightened 
political rivalry, the possibility ot raising 
private lund.s and the possibility ot paities 
mutually agreeing to hike the level of 
public spending 
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The question ot the success of state 
funding of election expenses then depends 
on whether it serves its objective of reduc¬ 
ing the election expenditure of candidates 
and making it tree and lair. Ironically 
though, if state assistance is extended to 
independent candidates as well, it can 
encourage the proliteraiion ot frivolous 
candidates On the other hand, it funds are 
granted to parties alone, it can re.sult in 
fielding candidates, where a party never 
did before, becau.se each vote will then 
entitle it to .some additional amount 
Furthermore, the formulation of entena 
lor disbursement oi financial as.si.stance to 
parties is also not tree trom defects For 
instance, if a lump sum quantum oi 
assistance is fixed on the basis of the 
pertormance of political parties in the last 
election and the entiie amount is paid 
before the nexteicction. it may discriminate 
against a party which may have gained 
popularity during the {leriod between the 
two elections as also against a new party 
entering the tray. 

Similarly il part of the financial 
assistance, as suggested by some quarters, 
IS disbursed before the elections and a part 
thereof aftcrwaids. depending upon the 
result. It will not serve any purpose, as 
money is required before the elections and 
not afterwards But the most important 
argument against the concept ot stale 
funding IS that it cannot ensure that parties 
and candidates will not suncpliiiously tap 
further resources, though piohibiled by 
law In that event state funding would 
merely pump in additional money into the 
electoral process. 

In light of the above discussion, the 
following proposals merit close con¬ 
sideration 

State funding should not he exclusive, and 
parties and candidates should be tree to 
raise resources tromothcr sources, so long 
as they eonlorm to the election expenditure 
limit 

II state funding is iniioduced to minimise 
corruption and other malpractices in the 
clectoial system necessary legislative 
nuxlitications need to be htoughi about to 
make it obligatory Uu political parties to 
allow the Election Commission to 
scrutmi.se their accounts 
The designated aniouni should he given 
to political parties, which should in turn 
be left tree to Jesburse it to candidates 
M in the UK and France, money should he 
disbursed lo all politic.il parties loi cicc loi al 
purposes Irum the state CAchcquci. loi 
which the proposal made by toiiner chiel 
Election Comniis.sioiic‘r. S L Shakdher. on 
the need to create an electoi al fund, needs 
to be given sct.ous loiisideration 


The eligibility threshold should be made 
to operate at the stale level and be reduced 
to a bare minimum (a 2 per cent limit at 
the state level or a 5 per cent limit at the 
constitulionai level (Yadav 1995]), so as 
to prevent nnn-senous/duromy candidates 
from being fielded. 

Payment should be made conditional 
for intra-party democracy, with die Elec¬ 
tion Commission, or any independent 
government institution, being entrusted 
with the task ot adjudicating, in case of 
a dispute 

In the final analysis, one of the most 
pressing needs ot Indian democracy today 
IS a certain level ot mstihitionalised funding 
ot elections But this should, as far as 
possible, be in kind, to assist better moni¬ 
toring and implementation. Fuitlicrmorc, 
It slmuld be adequate, for its purpose wou Id 
otherwise be defeated. The main purpose 
ot .stale funding is not only to reduce the 
cost of elections but also to curb illegal 
ways ot political financing of elections, 
wbM.li ate at pa'seni rampant. In fact, state 
funding Will certainly ensure a healthy 
dcmiK-ratic liiiKliomng of parties, how¬ 
ever. Iimiti'd the extent may be The 
iiKKfalitics oi Its design however need to 
be worked viul 
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REVIEWS 


The Commons and Agrarian History 

Tirthankar Roy 

Common Lands and Cnstomary Law: Instituttonal Change in North India 
over the Past Two Centuries by Minoti Chakravarty-Kaul; Oxford University 
Press, Delhi, 1996; pp xviii4-31S, Rs 495. 


TWO processes- macio-econotnic trends 
raising the value of land and nuking land 
RKHe easily saleable, and codification of 
rights to property - vitally transformed 
rural economies in different regions of 
India in the colonial period. A basic feature 
of this transformation was change in the 
scale, quality, management and rights to 
the use of rural aimmons, and in turn, in 
the performance of cultivation as well as 
other occupations that depended on access 
to the •.ominons The broad trends were, 
reduction in the availability of the com¬ 
mons, degradation ut iis quality, and tran¬ 
sfer of Its control fruiii the village to the 
state Underneath these broad trends lie 
numerous accounts of conflict and adapt¬ 
ation, between theones of governance and 
local realities, environment and economics, 
joint rights and privau- nghts, old in.stitut- 
lons of managing the commons and new 
ones, etc. With these changes, thciefore, 
not only land-use, also the rclatioaship 
between land and society changed over a 
country-sidc of immense SI7C and diversity. 

In agranan histor> scholarship until 
recently, this whole process tended to remain 
a marginal .story, though its scale and 
significance were u-sually acknowledged. 
Recent works on forest history have dealt 
with some of the issues that would figure 
in a wuik on the rural commons, but not 
the most central ones. One reason tor the 
insufficient research on the rural commons 
may have been that, its study requires 
examining sources that are in large part 
distinct from the raw material that would 
gointo, say, a work on land or crop markets. 
Again, a study of the commons, in having 
to deal with such a thing as communal or 
customary lights, also requires a distinct 
analytical point of reference. In other 
words, the commons represents, simul- 
taneouBly,adifficultaiidapromisingrield. 

The book under review is a pioneering 
work on the subject, it is the first major 
history of the rural commons in a region, 
the Bntish Punjab, which saw dramatic 
changes in its agrarian economy during 
the period of study. The scholarship and 
hard work that went into the book are 
impressive and well suited to the task. 
Being a regional study, it is difficult to 
decide whether all its major conclu¬ 
sions may be generalised or not. But, un- 
que.stionably. the book sets a standard. 


fixes the ‘stylised facts’.andby both means, 
should inspire further work in this impor¬ 
tant and still under-researched area. 

The main part of the book opens with 
a description of the geography of the region, 
and a partial reconstruction of some pre- 
colonial customary usage of land. In this 
reconstruction, two elements dominate: 
the excess supply and relatively low fertility 
of land in large tracts, and natural condi¬ 
tions that sustained, even neces.sitated, a 
large pastoral population. Together, they 
meant the existence of‘unclaimed' wastes 
outside village areas, and of wastes within 
them under joint management of village 
proprietary bodies. The rules guiding such 
bodies were loosely defined and locally 
vanable Someoftheearly settlement oper¬ 
ations recorded these nghts. but they 
became formally incorporated in statutes 
only in the 1870s. 

From the .second quarter of the 19th 
century, Bntish revenue policy and macro- 
economic change proce^ed, in a mutually 
reinforcing manncr.to alter access to wastes. 
The basic tenet of British policy on the 
comnums was. maximising revenue per 
unit of land, subject to maintenance of 
peace and loyalty of proprietors. The 
rcvenueobjecti vc induced a bias forculti v- 
able wa.stestobe brought undercultivation, 
and for uncultivable wastes and ‘open 
wa.stes’ outside the village areas to be 
reserved by the government to generate 
rents. Forexample. demarcation of village 
boundaries, to estimate what was due to 
the government. piiAibited access to what 
lay outside the village. The policy, on the 
other hand, of settling cultivators in ‘canal 
colonies’ reduced open wastes. The shrin¬ 
kage of wastes available tor pastoral occu¬ 
pations, and disturbance of the migratory 
routes of such people induced sedentar- 
isalionof nomads and pastoralists,on lands 
that were formerly their growing waste. 
The general effect was adeclinc in wastes, 
in length of the fallow, and a disturbance 
of the balance between cultivation and 
livestockbreeding, wdiich seemingly inten¬ 
sified the impact of famines in some areas 

Both the revenue motive, and that of 
gaining peace and loyalty, induced a desire 
to study customary practices, and absorb 
them into civil law. The old provision of 
communal, rather than individual liabi tity, 
wasconvenient because it made collection 


of revenue easier But, recognising such 
liability meant recognising some joint 
rights, chiefly, those on the commons. 
One response was to establish and define 
the nghts of the village propnetary body 
overthe'villagecommons' This, however, 
was based on such an unwieldy attempt 
at marrying theory with local practices, 
that quite often, perhaps in the main, there 
developed a tendency to partition the 
village commons. With ‘custom' now 
divorced from its kxad context and codified 
in statutes, the local context itself, namely, 
the village body, lost its ‘moral authority’. 
That, in turn, aided partitioning. 

The entire process was encouraged by 
macroeconomic changes Canals enhanced 
the productivity of land, and thus their 
taxable worth. The railways did so in¬ 
directly, by extending markets. All kinds 
of public works were major consumers of 
the pnxiucc of the waste, from umber to 
rubble. In other words, public works en¬ 
hanced the worth of the open wastes 
Plantations did so um), though on a smaller 
.scale. Population growth and migration 
reduced the supply of cultivable land The 
state recognised these changes in its re¬ 
settlement and reservation policies, theieby 
reducing wastes directly On a different 
plane, a more active land market and com¬ 
petition for land encouraged what the book 
calls, .somcwhatquestionably, 'free nding' 
onthewastes Numcrouscourtcases. which 
the book describes in ta.scinating detail, 
show how the definition of law and these 
infringements came lace to face 

Policy and structuial change arc so 
stnmgly interdependent in this naiiaiive. 
that on closing the bixik. ihc reader may be 
left in doubt which played the bigger role 
in changing access to the wastes There is. 
inothei words.a ‘muiticollineanty' problem 
in the analysis 'flus is perhaps inevitable 
at the present .stale of knowledge. ai.d may 
be resolved after the experiences of other 
major regions become available lorcoinpan- 
son Another feature, which might nuike 
the reader somewhat uneasy, is the uncon¬ 
vincing attempt to match 'theoiy' with 
history. The theory in this ca.se comes from 
the ‘Property Rights SchiHif and ‘New 
Institutional Be ononiics' All that tlicy do. 
however, is supply a tew intuitive terms 
such as 'transactiunscosts' and ‘f rce i iding' 
In no significant scn.se is this biKik an appli¬ 
cation of tlieory. What the lack of it might 
mean isthat. at this.stagc ‘theory’ has nothing 
moie substanual to otfei a histonan. and that 
theorists dealing with ‘the tiagedy of the 
commons' need to take closi'r look at hiwks 
such as these Basically, the bixik is a contri¬ 
bution routed in the hisloiy of colonial 
Punjab, and in many respects, a nujorone 
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other Histories of Migration 

Sabyasachi Basu Ray C'haudhury 

The Marginal Nation: Transborder Migration from Bangladesh to West 
Bengal by Ranahir Sainaddar; Sage, New Delhi, pp 228, Rs 32S. 


THIS b<K)k IS a study of the migrants, and 
not a study on the migration as such In 
tact, this IS an exploration into the twilight 
/one of legality and illegality, exception¬ 
ality and normalcy, infiltration and migra¬ 
tion The author has applied the parti¬ 
cipant observation technique to study the 
lives ol migrants Based on the reports 
and travels along the Ixirders. and to the 
hamlets ot migrants, the btxik questions 
the 'nation above other forms of com¬ 
munity It attempts to discovci other ex¬ 
istences that might lut across national 
boundancs. and thus, presents an antho¬ 
logy of vaitous existences 
The transboidci population flow from 
Bangladesh has turned into a majoi issue 
of political debate in contemporary West 
Bengal I'hc Bharatiya lanata Party (BJP) 
has made the issue ol “illegal immigia- 
tion" in>m Bangladesli its maior weapon 
to make its presence felt in the Left Piont 
dominaied state .n eastern India In oidei 
to set Its political agenda in West Bengal, 
the BJP eonveniently identifies the Mus¬ 
lims from Bangladesh us ‘ ml i Itrators'. <ind 
the Hindus us ‘refugees' According to the 
BJP leadeis. the Hindus are ‘lelugees’ 
because they ai e pei sec uted in Bangladesh, 
but the Muslims an.* 'iiildtralors' as they 
enter into West Bengal inumly lor eco¬ 
nomic and other reasons (it is also argued 
that, there is a grand design ol the IsKmiic 
world to UK iea.se the number I'l Muslims 
in India by encouraging illegal iimnigia- 
tion of the Muslims Ironi the ad|oiniiig 
areas of Bangladesh to the bordering 
districts ot India) In view ol the BJP's 
allegation of the laige-scale 'illegal im- 
migiation’, the *'Uhsev|Ucnt govcrnmenls 
ot Bangladesh denied it on the one hand, 
and on the othei. denials also came ini¬ 
tially from the l.elt Fnmt parttieis in West 
Bengal Howcvei. this initial phase was 
stxin followed by a ph.tse marked by 'the 
numbers game'. and jugglery ol .statistic al 
data. Disagreements emerged among the 
academics and politic lans nm only legard- 
ing the actual number of immigiants com¬ 
ing to West Bengal, but also tegaiding the 
number ot the Hindus and Muslims com¬ 
ing from Bangladesh to West Bengal 
Before looking al these migrants, 
Sainaddar prefers to look hack at the recent 
history ol south Asia He reminds us that 
south Asia witnessed oi,c ol the laigcst 


displacements ol population of the 20th 
century alter the partition of the Indian 
suheontinent in 1*^47. According to him. 
the displacement ot millions influenced 
the psychology ol post-colomality. The 
relugee How once again acquired enoi- 
mous dimensions in view ot the civil wai 
in East Pakistan prior to the outbreak ot 
Indo-Pak wai in 1971 The author points 
out that, m older to make a .study ot the 
Bangladeshi iinimgiants ot post-1985 
period, one needs lo attach adequate 
impoiiance lo ihc memories ol partition 
and also lo (he memories ot 19^7 and 
1971 Thus, in (he opening chapters of 
the hcHik (paiiiculaily. Introduction and 
('haptci I), the auihoi has set the political 
backdrop against which the issue ot the 
Bangladeshi nngiaiils can he considered 
.Sainaddar has also indicated why the 
people gel displaced in post-partition, posl- 
coloniul south Asia To him. the people 
hen get displaced due to elhnie unrest, 
political lepicssion and aimed conllicis 
K'sidesfailuiesolgoscmmcnt and develop¬ 
ment (Kilicies. health and environmental 
disjsieis. changes in crop patterns and 
economic deprivation 
The aulhoi ol the btHik rightly points 
out that wlieieas the numbers wcie sup¬ 
posed lotleniysiily the phenomenon, (hey 
ended up niysiitying it even iurther, so 
much so iliat ihc crucial enquiries with 
legarct to \.iiious links between (he politi¬ 
cal, gcogiaphic .economic and sociological 
aspects that combined to marginalise the 
nation, icmamed buried beneath the de¬ 
bris ol numerical exercises, i e. “the 
numiiers game” Ip (lO). To him. numbers 
do not lell everything clearly, though (hey 
ceiidinly point to ■ phenomenon In his 
opinion (he game ol cnumeiationor'ti,\- 
ing niimhcis i icaies its own history, and 
constiticls a woild of peiccptions and 
received imag.'s To him. the motive 
behind cnuinciaiion may not tv* suspect, 
bill 111 this way, the problem is sought to 
be disciplined, and thus, other histones, 
oihei ways ot pioblcmatising are silenced 
llic authoi. ihcreloic, makes the reader 
all'll about the tiapoi this 'numbersgame' 
in the tinal cliaptei ot his book He also 
points out tiiai. as the ligures indicate. 
Hindu and Muslim migration is almost 
equal in piopoitions (hough ditlereni in 
pattern nunc Hindus migrate permanently 


while the seasonal migmtion brings more 
Muslims” (p 39). He argues that, the poor 
Muslims also come to settle down perma¬ 
nently, but most of them come only on 
a sea-sonal basis The author shows with 
the help of survey data how the proleian- 
sation and lumpemsation create a distant 
perception of the migrants, particularly 
tho.se belonging to the religious faith of 
Islam 

Samaddur points out that mapping the 
nations ol the region leads to effacement 
ot altcrnulive identities ol the individuals, 
groups and societies In his opinion, the 
replacement oi these identities is made by 
that ol the citi/cn, which is particularly 
based on the concept ol modem sovereign 
nation state Howevci. the author argues 
that, the 'illegal iinmigraius'. in laet, defy 
the nation in south Asia in a double way 
- Iirsi. by deciding lo ‘opt out' of a nation, 
and secondly, by dctyiiig 'national' bound¬ 
aries and claiming another entity as their 
home In olhci words, the nation becomes 
margmali.sed in south Asia through (he 
inler-relatiunsliip oi seasonal migiation 
(soinclimcs such migration may also be 
pennanent in nature), subsistence pnxiuc- 
tion and peasant tclaiions in community 
Immation According lo (he author, the 
battle lo preserve (he kx'dl traditions and 
kinship ties reduces noi iiieiely the duini- 
nation ol landlords, but (he whole entity 
ot nation state He also aigues that this 
endeavour in a paiticuiar peasant agri¬ 
cultural milieu remains, at the same time, 
linked to the subregional dillcrentiations. 
inletiial liouseliolcl ditleientialions and 
gendered hierarchies According to 
.Sainaddar, tlic perennial flow oi labour 
tioni Ihc villages of Banglade.sh to the 
laige cities oi India caniioi he dnaly.seu 
.satislaitori'y within the neo-classical 
tiamewoik ol push and pull taelors. Hie 
author also discards ihe neo-Maithusian 
imphcuiions oi the all-perva.sive belief in 
India that iiipid population growth in 
Bangladesh had led to the .stagnation nr 
decline m the per capita agncultuial output 
m iliat counliy with the consequent out¬ 
migration Contrary tothcdoniinaiit views 
on (ransboidcr migiation, the author ai¬ 
gues that, such migration involves an cntiie 
langc ot rights which has lo be viewed m 
the speeilic context ot south Asia. 

In Chapter 4, the author attempts Ui 
lamiliaiise the reader with the other his¬ 
tones ol migration in view oi the demon- 
siraled inadequacies of the dominant 
approaches lo the .study ol migration, and 
diaws our attcniion to the movement of 
peasants, which is inilucnced by the his- 
loneallv deiermiired linkages. Here, the 
author draws our aileniion to the “cntsurc 
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of the peasant", and to "a moving agrarian 
frontief**. In this connection, the author 
once again conccniiatcs more on the 
memory of the populution movements in 
the wake ot the partition. Apart from the 
study of the uiidiiion ot the peasants in 
Bangladesh, the author gradually attempts 
to highlight the importance ot the social 
network in migration, and also emphasises 
the role ot caste and other affinial ties in 
this context in Chapter 6. However, in 
Chapter 9, the author reminds us that, the 
.social network theory can only explain a 
part of the entire situation ol the migrants 
His expenences in Malda. Lslampur or in 
places of south Bcng.il lead him to con¬ 
clude that, the .social network approach 
tends to overlook the specific features ol 
rural culture and power. In his opinion, 
this approach also overlooks the Icaturc 
of resistance to pouer in determining 
conditions of seasonal migration. 

In the penultimaie chapter ot his book, 
the author shows how with the immsscri- 
sation among a section ol population in 
the border districts, uncniploy nieni due to 
expansion ot shrimp cultivation at the 
cxpen.se ol iicc cultivation, rising domestic 


FOR close to nine decades the British 
colonial administration in India had pur¬ 
sued a policy of neglect ol the productivity 
ot Indian agriculture even as it tried to 
maximise the collection ot land tevenue, 
onginally the mam sourex: of public in¬ 
come. There was no lood policy as such 
As the intimations ol a major war had 
loomed, the seil-saine administration 
damped rationing upon the major ‘urban 
connuffaaiions' starting with Bombay in 
1939 This was in recognition of both the 
possibility of a complete cul-otf of im- 
pons and ol the need ui ensure a steady 
supply of food to the Bntish war effort 
irom the domestic sources The eventual 
fall of Burma confirmed the first fear as 
swathes of eastern and southern India 
reeled underasupply shortfall Now'statu¬ 
tory rationing’ found its way into the public 
policy discourse as also the 'producer levy* 
in the nee cultivating areas We also have 
the wartime Essential Supplies Act which 
to transmognfy into the Essentiid Com- 
nuidities Act in independent India The 
essential supplies act encapsulated a clear 


violence, polygamy and lumpenisation 
among the undeidasses, more and more 
women, like Shclali. arc pushed out on the 
.streets. As a consequence, many of these 
women go to Dhaka tn search of security, 
and many also cross the border tn the same 
journey. It should be pointed out that 
usually the studies on migration tend to 
overlook these gender dimensions in 
migration although the women are very 
often among the worst sufferers ot the 
phenomenon ot migration 
A reader conditioned by the omnipre- 
.senl .statist perspective may not be “sat¬ 
isfied'' with the book as it does not really 
otlcr any direct solution to the “problem 
of infiltration" But, a cio.se look will re¬ 
veal that the author in fact delves deep into 
the mailer, and ultimately challenges the 
validity ol the concept ot nation state tn 
the context ol post-colonial .south Asia. 
This book IS a pleasant reading due to the 
racy style ot writing followed by the author 
except tor a tew printing mistakes present 
in this publication It is a major publica¬ 
tion on the niigrant.s. and on the south 
Asian studies with its dcstincl departure 
fniin the received images of migration 


objective and an underlying premise The 
objective was to channel into the govern- 
ment'shandsihcrequiredgrainstore This 
in turn required that the state, in its role 
as trader, be empowered with draconian 
powers vis-a-vis the pnvaic The undci- 
lying premise, as in all dealings ol the 
colonial state with the Indian population, 
was that the native is a liar and a cheat 
requiring laws that pin him down to the 
straight and narrow Naturally, so to speak, 
no quarter was to be given. As with most 
a.spects ol governmental activity, these 
laws were to pass peacutully into the 
hands ot the post-independence Indian 
stale. Next to nowhere was any of this 
motivated by concern lor the well-being 
of the citi/en Moreover, it mo.stly had 
the effect of sUmping out the forces of 
competition, leaving the economy mired 
in controls One i.s reminded of Daniel 
Thoiner's observation that the transition 
from Britcsh lulc to independent India 
has been a fairly conservative process. In 
any case, to interpret these inherited 
arrangeniems, extended maybe but novel 


whiolly modified, as icons of a develop¬ 
mental state IS to display a high degree 
ot commitment to state intervention irre¬ 
spective ot Its consequences or evtm the 
original intentions Perhaps the author of 
the b(Kik allows ior the fact that the post- 
independence Indian state launched the 
green revolution, a project concerned 
with tlic expansion ot kxid produchon, 
which makes it ‘dcvciupmental* Presum¬ 
ably this would make the colonial slate, 
which assiduously built roads and sew¬ 
ers, and encouraged the development of 
plantation agriculture, developmental too. 
Now some genuinely political individuals 
would demur at the utterly naive con¬ 
structs of modern political economy as 
showca.scd here And so would the nuts- 
and-bolts economists wanting to know 
of the role ot the lood policy ol the 
govcinment of India when told that it 
IS 'pan developmental' and ‘part lenl- 
secking' 

Theie arc two routes by which one might 
approach the issue ut food policy One is 
the obvious and relatively straightforward 
approach ol studying the impact of the 
govci nmcnl ’ s ftxid polic y on the variables 
ot interest This is what Mihiij attempts. 
The second route would lake the form of 
asking the question ‘what would be the 
el led on the same set ot vai tables ot an 
altcnijiive policy altogether'’’ Mooij does 
not do so ol course Arguably this is a 
much harder task It is of the class of 
exernscs in economics that had attracted 
the 'Lucascnlique' in the first place Recall 
that Robert Loicas had posed the question 
ot how econoinctiics would deal with 
the issue ot regime specilic behavioural 
parametcis when evaluating alternative 
economic airangcnieiils defined as 
'policy' As fai as I know, there has been 
no econometric evaluation of lood policy 
os a whole, os opposed to some ot its 
constituent parts such os price policy, in 
India. 

Mooij's work disappoints in that it is 
unable to give us sutticient quaniiiutive 
handle on even the set ot questions en- 
com|iassed hy the tirst u! the two routes 
to the study ol policy that 1 have idenuned 
here We are told that this is the conse¬ 
quence ot the method - survey and inlci- 
views - that she has consciously adopted. 
Interestingly, consciously or uncon¬ 
sciously, Mooij does attempt something 
along the lines of the second rouk* to the 
study of food policy when she ratse.s the 
point ot whether Kerala should be taken 
us a model lor ihc economy a.s u whole. 
Even though she concludes in tlic nega¬ 
tive. the essential lessons of the ca.se are 
lelt undrawn, so to .speak The point. 


Prosperity versus Food Policy 

Pulapre Balakrishnan 

Food Policy and the Indian State: The Public Distribution System in South 
India by Jos Mooij. Oxford University Press, Delhi. 1999. 
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quite simply, ii that Kerala repiesenu 
an altogether poor nuxlel for a national 
food policy That its PDS is widespread 
and subject less to subversion than else¬ 
where in India is a true but extremely 
partial slot)'. With a secular decline in its 
nee production Kerala has become in¬ 
creasingly dependent upon imports. The 
paiticulanty is that these imports are not 
supplied from a market whm the price 
is allowed to vary. The public distribution 
system in Kerala is supplied through allot¬ 
ment from the central pool of foodgrain 
procured by the FoodCorporation of India 
This has the effect ol taJcing away from 
the state government any sustainable 
control over the price of food. Is there 
scope tor any food policy left now? In¬ 
deed. given the pnnciple governing the 
fixation of agricultural procurement prices 
in India, Kerala’s government has had to 
remain a route witness to the rising i.ssue 
pnee of nee. Upon reflection, once the 
issue price nses continuously it robs a 
rationing system of much of us meaning. 
After all. it can he of little consolation to 
the alleged beneficial ics that the issue 
price IS always lower than the contempo¬ 
rary nuuket pncc. 

Studying Kerala should really take us 
closer to understanding the flaw in the 
food policy of the post-independence 


bidian state. The state has been unable to 
hold down the price of grain in the 
economy. Within the context of near 
universal private enterprise in agriculture 
the only way in which this could have been 
feasible is if there had been a conunuous 
increase in yields. Historically, this has 
not only not been unheard of. it is actually 
happening nght now as it were. For in¬ 
stance, overthe four decades starting 1950, 
the international real price of wheat has 
displayed a secular dKline. In the deve¬ 
loped economics, there has been what has 
been referred to as the ‘third agricultural 
revolution' since 1950 when wheat yields 
have grown much faster than in the four 
decades preceding that date. Europe, the 
'old' world if you please, now boasts the 
highest wheat yields in the world. It is easy 
to forget that this region had been reduced 
to a virtual wasteland after the second 
world war 

In comparative perspective, in India we 
have not planned for prosperity A kind 
of ‘food policy’ appears to have emerged, 
and got fossilised, as the economy lurched 
from cn.sis to crisis Jos Mooij is unable 
to .show us tins lor she appears to be 
overawed by the grandness of the idea of 
the 'developmental stale' and, altogether 
less pardonably, by the writings ol some 
who have gone ahead of her. However, 


tucked away in the Appendix to her book 
there is some revealing data presented. 
1 refer to the convenient juxtaposition 
of the data on 'per capita distribution of 
foodgrains through Ae PDS' and the 
estimate of the population below the 
poverty line, both forthe majority of states, 
the north-east remaining unrepresented. 
The data pertains to the years 1986-87 and 
1987-88. re.spectively. It is sufficient to 
eyeball this data to grasp that there is little 
correlation between the amount of grain 
distributed per capita and the need pre¬ 
mised on the corresponding estimate ol 
poverty. Actually, die poorest states ap¬ 
peared to be least well served by the PDS. 
When the Spearman rank correlation 
cocf Hcient is computed for this sample of 
states, I find that it works out to a mere 
+.04. To correct for the bias that ma> be 
being introduced due to the near perfect 
rank conrclatiun in the cases of Punjab 
and Haryana - these low poverty states 
naturally record low distribution figures 
- the correlation coefficient was re¬ 
computed alter having excluded these 
from the sample Tlie rank correlation co¬ 
efficient now turns out to be - 52 Wc .sec 
that tor the public di.stribution system tiie 
implementation is mote than halfway 
towards not being present where it is most 
needed. 


APPOINTMENT 


PROGRAM MANAGERS WANTED 

PREPARE, an NGO working on Rural development, Environment, Food 
security and Health issues in over 500 villages in Orissa, Andhra Pradesh 
and Tamil Nadu requires a committed person with leadership, experience 
and skills in planning, training, monitoring and reporting, fluency in English, 
and willingness to travel. The selected person will operate from the Central 
Office in Madras and has scope for advancement of career. Management 
background preferred. Please send your bio-data with copies of testimonials 
before 20 July to PREPARE 4, Sathaivar Street, Mugappair West, 
Madras 600 058. Salary commensurate with qualification and experience. 
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SPECIAL ARTICLES 


Regional Distribution of Infrastructure and Basic 

Amenities in Urban India 

Issues Concerning Empowerment of Local Bodies 


Amitabh Kundu 
Soumen Bagchi 
Debolina Kundu 

A state and size class wise analysis of the level of urban basic amenities reveals that disparities are extremely 
high in the nineties. The government and para-statal institutions have not exhibited serusitivity in favour 
of backward states, small and medium towns and the poor. Presently, privatisation, partnership arrangements 
and promotion oj community-based projects have emerged as the only options for undertaking investments 
in basic amenities due to resource crunch in the government. This changed perspective and a consequent 
decline in public investment, however, are likelv to aicentuate the disparity in the levels of amenities across 
the size class of urban settlements. 


I 

Introduction 

A LARGE section ot urban planners and 
tpolicy-makcrs believe that there are no 
serious urban problems in the country. 
Thcic exist, on the other hand, a variety 
of solutions All that is needed is to re¬ 
structure the system of governance in a 
manner that these solutions can be imple¬ 
mented. Reduction of public sector inter¬ 
vention, ensuring appropriate pnccs for 
intrastnicture and urban amenities through 
elimitialion or reduction ot subsidies, de¬ 
velopment of capital market for resource 
mobilisation, facilitatiiig private and joint 
sector pnijects, simplification of legisla¬ 
tive system to bnng about appropriate 
land use changes and location of eco¬ 
nomic activities, etc, are being advocated 
,»as a remedial package | World Bank 1995, 
1998; Expert Group on Commercialisation 
ofInfra.stiucture l996.Sun:sh 1999). The 
para-statal agencies, created in the post- 
independence period, that had taken over 
many of the functions oi local bodies, 
havecome in for.sharpcrittcism on grounds 
of inetficiency, lack ol cost-effectiveness 
and continued dependence on grants for 
sustenance. Some kind of Tinancial dis¬ 
cipline’ has been imposed by the govern¬ 
ment and Reserve Bank of India (RBI), 
forcing these agencies to generate resources 
internally and borrow from development- 
cum-baiiking institutions, and, in a few 
cases, horn capiul market at a fairly high 
interest rate, restricting thereby their acti¬ 
vities. Solutions are being found also in 
terms of efficient and t: ansparent manage¬ 
ment of urban projects. With the passing of 
the 74lh amendment to Indian Constitu- 


tton[MinistryorilrbanDevelopmentl9921 
and corresponding legislations, amend¬ 
ments, ordinances, etc. at the state level, 
decentralisation has become the keyword 
in governance. I'hc vacuum created by the 
limited withdrawal of the state in the pro- 
vKsion ot urban infrastructure is .sought to 
be filled up also through non-governmen¬ 
tal organisations (NGOs) and community- 
based organisations (CBOs). 

Unfortunately, the available data do not 
permit a rigorous analysis of the current 
policy perspective, favouring decentral¬ 
isation and mobilisation ot resources 
through capital market, on the availability 
of infrastructure and basic amemties in 
different states and, more importantly, size 
class of urban centres. Only, a limited 
investigation into this is.sue can be carried 
out using the data brought out by the latest 
Population Census and National Sample 
Survey (NSS)Organisation, various policy 
and project documents and pertormance 
reports of the organrsations operating in 
the urban sector This indeed is what has 
been attempted in the paper. 

. In Section II. following the present 
introductory section, the availability of 
select intrastruenire and amenities like 
water supply, toilets andelermicity in urban 
areas, has been analysed at the state level. 
The analysis has been carried out also 
across size class of urban settlements. This 
is done by building comparable indicators 
for the early eighties, late eighties and 
early nineties and making a comparative 
assessment. The slates and the size class 
of urban centres that have a low level of 
amenities and report lack of improvement 
over time, have been identified. Further, 
an attempt is made to identify the socio¬ 


economic factors that may explain the 
spatial variation. Section III overviews the 
changes in the organisational and financ¬ 
ing .system for the provision of infra-struc- 
ture and basic amenities, introduced at the 
national and .state level during recent years 
The developments concerned with the 
capital market and credit rating for tap¬ 
ping resources have also been considered 
in some detail. The fourth section exam¬ 
ines the problems and possibilities of 
as.scs.sing the perfoniiancc of local bodies 
and their credit rating, in the context of 
the present state of municipal data. The 
subsequent section overviews the efforts 
made in recent years in raising resources 
forinfrastructuraldevelopmentat the local 
fcvcl, in the wake of the 74th amendment 
to the Constitution, llie emphasis in this 
section IS on how the recent changes in 
urban governance have empowered or 
would empower the local bodies in dif¬ 
ferent size classes to discharge their re¬ 
sponsibility ot providing basic amenities 
to urban poor. In the last section, an at¬ 
tempt has been made to present the 
empirical results within a framework and 
assess the implications of the changing 
policy perspective for the local bodies in 
fulfiliingtheir socio-economic obligations 
It also outlines a .strategy tor a balanced 
urban infra.structural development 

II 

Level of Basic Amenities - An 

Analysis across States and Size 
Class of Urban Centres 

Rapid population growth and low in¬ 
vestment in urban development have cre¬ 
ated a .serious deficiency in the aval lability 
of infrastructure and basic amenities in the 
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towns and cities of the coimtry. The nUe 
of capital formation for this purpose has 
been extremely low dunng eighties. The 
same IS true for investment in basic ser¬ 
vices (Expert Group on Commercialisation 
of Inlrastnicturc I99()) 

It IS possible to analyse the trend in the 
availability of a limited number of basic 
amenities, using Population Census and 
NSS data. As per the census, the percent¬ 
age of hou.<ieholds having safe drinking 
water facility' in urban areas (of India 
excluding Assanilhas increased from75.1 
to 814 dunng 1981-91. The com^pond- 
ing figures lor electricity are 62.S and 75 8 
while tho.se for toilets are 58.2 apd 63 9 
respectively (Table 1). 'Hie NSS repons 
an interesting pattern of improvement over 
time The percentage of households hav¬ 
ing no latnne has declined signitlcantly 
from 36.8 to 31.1 during the peritxl from 
1983 to 1988-89 (Table 2a) The figure 
has. however, gone down only marginally 
to 30.6 per cent in 1993. Correspondingly, 
the percentage of households with flush 
system has moved up ftoni 20 I to 26 9 
dunng the first period The increase dur¬ 
ing the second penoil, howeser. is very 
modest, going up to only 28 5 in 1993 
(Table 2b). This pattern is observed also 
fur the households having access to septic 
tank (toilets) ^ Furthermore, as opposed to 
the increase in the coverage through sate 
dnnking water by 6 3 percentage points 
during 1981-91 as per the cen.su.\, NSS 
rcpoits the figure to have remained static 
at 88 per cent during the penod from 
1986-87 to 1993 (Table 2c)' One would, 
therefore, argue that the progress in pro¬ 
viding basic amenities has slowed down 
in the post-liberalisation phase Electnc- 
ity, however, seems to be an exception 
since the increase in its coverage has been 
sustained during the early nineties as well 
An analyiiis ol interstate variation in the 
availability of basic amenities and quality 
ol housing in urban areas reveals adchniie 
pattern (Tables 1,2 and 3) One mu.st point 
out here that a low figure for the percent¬ 
age ot households having an amenity in 
a state does not necessarily reflect non¬ 
availability ot that amenity or the extent 
ot Its deprivation. It can at least partially 
be attributed to natural, social and cultural 
factors. For example, the north-eastern 
.states like Assam, Manipui, Meghalaya. 
Nagaland and Mi/oram icpoit low per¬ 
centage figures both lor householcLs resid¬ 
ing in ‘pucca' (concrete) houses us also 
having access to .safe di inking water Tho, 
to a large extent, could be explained in 
terms of natural, geological and socio¬ 
cultural laclors, spccilic to the region. A 
large segment ot the population here 
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depends on streams and rivulets for water, 
which IS generally potable and hygienic. 
The.se sources are not coasidcicd sate as 
per the cla.ssitication system ot the Popu¬ 
lation Census. Similarly, the traditional 
houses, here, built with bamboo, mud, etc, 
are considered 'katcha' (non-concrete) us 
per the deiinition of the census (Table 3) 
These are oltcn quite sturdy and comtort- 
ahlc for living Kerala, too, should he 
considered a special ca.se for similar rea- 
.sons The low values of these two indi- 
catois, via, drinking water and pucca 
houses in this state are due to traditional 
hou.ses being built with thatch, mud, etc, 
and people using well water lor drinking 
puipo.scs. that may not be unhygienic 
Si milarly. the soutliem .states except Kerala 
report a low percentage ot households 
having toilet facility This can partly be 
attributed to the fact that among sections 
of middle class Hindus in the .south, it is 
not considered proper to have toi lets within 
the residential prcmi.ses 
In view of the socio-cullural factors 
affecting the provision ol the amenities. 


as noted above, the interpretation of the 
spatial variation in these indicators, as 
reflecting the interstate disparity, would 
have to be done with caution. One may, 
nevertheless, observe that most of these 
indicators show positive relations with 
those of economic development across the 
states The percentage of hou.sehold^ 
having flush toilets (Table 2b) would 
exhibit the strongest reiaiion.ship Besides 
the union temtones of Chandigarh and 
Delhi, the stales that report high figures 
for flush system arc Gujarat, Karnataka, 
Tamil Nadu and Purijab All these have 
high per capita state domc..iic product 
West Bengal is the only developed state 
reporting a low value while Himachal 
Pradesh (IIP) is the only backward state 
rcportinga high value. Similarly. Ruiasthan 
and Uttat Pradcsii along with HP reveal 
the hnghtei side ol the story in terms ol 
coverage of households thiough sale 
drinkingwatci andeicctncity De,spii(;thcii 
being at the bottom in terms of economic 
development, they report high covciage 
both by census as well as NS.S Tamil 
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India/Slaies/ 

Etecli icily 

loilcl Pasility 

.9,ite Diiiiking Waiei 

UTs 

1981 

1991 

1981 

1991 

1981 

1991 

India 

62 5* 

75 8* 

58 

65 9'** 

7.5 !♦ 

81 4»' 


61 6 

75 9 

57 4 

63 6 

74 I 

81 U 

Andhra Pradesh 

S2 7 

75 5 

44 1 

54 6 

63 5 

75 8 

Aiunachal Pradesh 

64.1 

81 0 

04 6 

75 1 

87 9 

88 : 

A.ssain 

0 0 

65 2 

0 0 

86 1 

0 0 

64 1 

Bihar 

Hi 1 

58 8 

55 0 

56 5 

65 4 

754 

Goa 

0 0 

on 

49 5 

55 8 

52 5 

6! 7 

Giiiaiai 

74 4 

85 0 

60 1 

65 7 

86 8 

87 2 

Haryana 

82 2 

89 1 

58 1 

64 3 

90 7 

93 2 

Himachal Pradesh 

89 4 

96 2 

55 1 

60 0 

89 6 

91 9 

Jammu and Kashmir 

92 2 

uo 

64 5 

0 0 

86 7 

0 0 

Karnataka 

62 0 

76 1 

55 5 

62 5 

74 4 

81 4 

Kerala 

94 6 

67 7 

59 1 

72 7 

39 7 

18 7 

Madhya Pradesh 

46 4 

72 5 

52 7 

55 0 

66 6 

79 4 

Maharashtra 

70.-5 

86 1 

59 4 

64 S 

8.5 0 

90 5 

Manipur 

48 3 

75 5 

62 7 

70 2 

38 7 

52 1 ^ 
75 4'*'- 

Meghalaya 

59 6 

85 0 

70 2 

85 7 

74 4 

Mizoram 

Hi i 

85 5 

24 5 

84 4 

88 

199 

Nagaland 

58 4 

7*' 6 

65 3 

75 1 

57 2 

45 5 

Onssa 

.M 7 

62 1 

41 9 

49 3 

51 3 

62 8 

Punjab 

85 4 

94 6 

64 K 

73 2 

91 1 

94 2 

Raiasthan 

6.3 7 

76 7 

56 5 

62 3 

78 l> 

86 5 

Sikkim 

71 8 

92 4 

5.3 2 

77 7 

71 9 

92 9 

Tamil Nadu 

61 6 

76 8 

51 3 

57 5 

69 4 

74 2 

Tripura 

92 1 

80 4 

95 7 

96.3 

67 9 

71 1 

Ullat 'rodesh 

.54 6 

67 8 

62 1 

665 

73 3 

85 8 

West Bvpgal 

Union Irmtontf 
Andaman and Niiiibar 

57 9 

70 2 

77 7 

78 8 

79 8 

86 2 

Islands 

78 2 

90 6 

70 9 

57 

91 9 

90 9 

t'handigorh 

85 5 

85 5 

78 5 

79 8 

99 4 

97 7 

Uadra and Nagai Haveli 

67 7 

87 6 

42 8 

65 1 

54.3 

91 0 

Daman and Diu 

85.9 

95 5 

42 9 

45 8 

67 0 

• 86 8 

Delhi 

74 9 

81 4 

68 0 

66 6 

94 9 

96 2 

Lakshadisecp 

96 4 

99 1 

31 6 

64 7 

56 

18 8 

Pondicherry 

58 1 

71 7 

41 5 

.50 0 

84 2 

86 1 


Noie\ (*) Excludes Assam (**) Excludes Jammu and Kashmir 
Siiuiie Household Tables Census of India. IdHI and 1991 
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Nadu emerges as a special case requiring 
attention of planners and policy-makers. 
It has a high percentage of households not 
having toilets and dnnking water facility, 
despite Its high level of per capita income 
(Table I). This could be diw to a high inci- 
dcnceofslums inthelaigecitiesofthc state, 
ftri ca.se of most of the other states, one 
notices a positive a.ssociation between per 
capita income and level of the amenities 
Improvements in the availability of basic 
amenities during eighties and early nine¬ 
ties do not .show any regular pattern (Tables 
1 and 2). One may, nonetheless, observe 
that in many less developed staies. the 
decline in the percentage of the house¬ 
holds having no latnne is marginal as in 
case of Uttar Pradesh, Madhya Piadesh 
and Onssa, as per the NSS data. Impor¬ 
tantly. however, two ot the developed 
.States like West Bengal and Delhi, report 
an increase in the percentage of house¬ 
holds having no toilet iacility during 
1983-93. Maharashtra is yet another de¬ 
veloped state reporting only a nominal 
decrease in the value of this indicator In 
other developed states like Punjab, 
Haryana. Karnataka and Guiarat, how- 
I ever, there has been significant reduction 
in toiletless households. Similarly, in case 
of other facilities, one notices a slightly 
slower improvement in case of the back¬ 
ward states like Bihar and On.ssa, com¬ 
pared to the developed states, a few ex¬ 
ceptions like the ones discussed above, 
notwithstanding (Tables 1. 2 and 3) 
There is significant variation in the 
percentage of households covered by the 
three selected amenities, vi/.. electncity, 
dnnking water and toilets, across the states 
as also st/e classes. The aveiage value tor 
urban India IS low in case of toilet facilities 
and electricity connection, vir, 64 per cent 
and 76 per cent respectively, hut slightly 
« higher for dnnking water, viz, 82 percent, 
as per the 1991 Census, as noted above 
(Table I). The disparity (coefficient of 
vui lation) in their distribution, both across 
stales as also size categories, however, is 
ju.st the other way nmnd, showing the 
highest value in case oi ‘.oilct facilities 
(Kundu, Maitra and Kundu 19%]. 

The variation across size class of urban 
centres shows legulaiity and a distinct 
pattern Thu percentage ot hnascholds 
covered by each of llw three amenities 
increases systematically with the sizeclass 
of urban centres, except forclass VI towns 
(Tables 4a and 4b). Hie exception occurs 
because many among the class VI towns 
(that have less than S,(K)0 population) are 
established or managed by the govem- 
^ meni undertakings, public agencies, mili¬ 
tary esublishments or private industries. 


These, therefore, enjoy a special sutus 
and higher level ot amenities. lt,is. how¬ 
ever. very disturbing that in class V towns 
(having population between S.OOO and 
10,000), the percentage of households not 
covered by toilet, electricity and dnnking 
water f^iHUes are as high as 61, 41 and 
28 respectively in 1991 (T^ic 4b). The 
corresponding figures tor the cities with 
more than halt a million population are 
22. 17 and 14 per cent only. Similarly, 
while 14 per cent of the people in class 
V towns have none of these three ameni¬ 
ties. the figure fur the half million plus 
cities IS less than 3 per cent. On the other 
hand, the percentage of households hav¬ 
ing all the three amenities in class III, IV 
and V towns (with population between 
S.OOO and 50,000) is about 30 per cent 
while that for cl3.ss I cities (more than 
1,00,000 population), it is twice as large 
(Table 4b) 

When we analyse the interstate dispar¬ 
ity for different si/e class ol urban centres. 
It works out u low in case ot larger cities 
Hus IS because in the latter, the diifer- 
eners in socio-cultural factors are less 
important as the.se would have high lit¬ 
eracy levels, modem values, etc. Most of 
the class 1 cities have high per capita 
income, large percentage of manulactur- 
ing activities and. correspondingly, a high 
level of ir.vc.simcnl in basic amenities 


across the .states. Small towns, on the other 
hand, arc different, both in terms of eco¬ 
nomic as also cultural factors in different 
regions, as dtscu.ssed above. These would 
aflecl then level of basic services resulting 
in high disparity acniss the stales. 

Understandably, the varinlions in the 
percentage of households having the 
amenities across size class ot urban cen¬ 
tres within llic states arc not as high as 
those across the states The size class 
dispanty is, however, relatively high in 
the le.ss developed stales like Bihar, Orissa. 
Kerala, Madhya Pradesh and Uttar Pradesh 
[Kundu ct al 19%]. The developed states, 
on the other hand, repon a low variation, 
the small and medium towns here report¬ 
ing a reasonable level ot coverage The 
.statesot Punjab and Haryana, for example, 
rccoid very low percentage of households 
not having any of the faciliiies in smallcs 
si/o; class of towns - with less dion 20.000 
population The corresponding ligures tor 
uthet developed states like Gujarat, 
Karnataka, Maharashtra, Tamil Nadu and 
West Bengal arc also low, viz, less than 
10 per cent One would, therefore, inter 
that the average level of amenities are 
reasonably satisfactory in the developed 
states in all size classes, although the 
metropolises and class I cities have an 
edge over the others. In the backward 
stales however, the level of amenities in 


Tahu 2a Pi.hiivia.jI.ciI' Urban House hucus Having Access io Sri iit Civk A,4LNrT.i:s 


.Stales 


No Lainne 



Service Uainne 



1983 

1988-89 

iWI 

198 3 

1988-89 

1993 

India 

36 8 

.31 1 

30 6 

18 1 

II 7 

74 

Andhra Proch'sh 

Sl.8 

41 .8 

36 8 

12 4 

6 7 

33 

Assam 

7 0 

6 1 

7 0 

36 3 

187 

14 7 

Bihai 

4S2 

39 0 

38 1 

134 

89 

72 

Gujarat 

34 I 

26 1 

27 2 

8 1 

3 1 

0 8 

Haryana 

42 8 

37 1 

31 6 

34 1 

20 1 

7 8 

Himachal Pradesh 

39 i 

43 8 

27 0 

24 7 

18 3 

8 3 

Jammu and Kashinii 

20.7 

21 7 

32 1 

65 3 

49 8 

26 7 

Karnataka 

44 2 

36 0 

38 2 

8 8 

1 8 

■> 1 

Kerala 

26 7 

187 

157 

26 

0 3 

0 2 

Madhya Pradesh 

47 8 

45 6 

43 3 

22 4 

13 1 

99 

Maharashtra 

26 6 

23 2 

23 1 

140 

68 

29 

Manipur 

I 9 

0 0 

8 1 

31 8 

0 0 

II 1 

Nagaland 

.3 2 

62 

0 9 

.81 4 

66 

28 2 

Onssa 

.86 I 

49 8 

85 4 

129 

8 9 

88 

Punjab 

39 4 

31 0 

21 1 

28 5 

17 3 

7 1 

Rajasthan 

49 I 

38 6 

37 2 

189 

13 1 

7 3 

Sikicim 

28 4 

98 

8 8 

10 2 

10 4 

28 4 

Tamil Nadu 

47 6 

40 1 

36 1 

158 

10 3 

64 

Utiar Pradesh 

.33 6 

28 6 

32 8 

39 3 

31 4 

2.3 8 

West Bengal 

13 3 

17.8 

21 7 

16 5 

7 8 

86 

l/nuin Temiontf 







Andaman and Nicobar 







Islands 

.30 4 

27 9 

23 0 

26 1 

16 2 

82 

Chandigarh 

I4 3 

17 9 

113 

37 

1 3 

00 

Dadra and Nagar Haveh 

I'O 

18 1 

30 7 

0 0 

0 0 

42 

Delhi 

27 3 

18 7 

29 4 

14 1 

17 7 

II 1 

Mizoram 

I0 3 

0 1 

04 

3 7 

8 3 

.) 1 

Pon,bcherry 

06 .1 

60.8 

19 3 

4.8 

> 

36 


Source- Based on data from Notional Sample Survey Organisation, 3Xih and 44th Rounds 
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larger towns is high ^although less than 
satisfactory) while the smaller towitt 
exhibit a very high level of deficiency and 
dcpnvation About a fifth of the popula¬ 
tion in these smaller towns live in totally 
dehumanised conditions as they have to 
do without safe dnnking water, electricity 
and toilet facility 

There have been improvemenu in the 
availability of basic amenities across the 
states and size classes of urban centres 
dunng 1981-91 The increase, however, 
IS much mtve in case of class I cities 
compared to the lower order towns, as may 
be seen in Tables 4a and 4b. The percent¬ 
age ot hou.seholds having electricity, for 
example, has gone up from 62 to 81 in 
these cities during 1981-91. Similarly, the 
figures have improved from 75 to 84 m 
case of dnnking water and from .58 to 74 
in case of toilet facilities. The correspond¬ 
ing increase tor other size class of urban 
centres is much less. The lact that in the 
less developed states of Kerala, Madhya 
Pradesh, Bihar and Ori.ssa, the percentage 
of households covered by toilet facilities 
in towns widi less than 50,000 population 
has remained stable or registered a decline 
must be viewed with concern. In case of 
Onssa.asignificant tall inthc figure is noted 
even in class II towns IKundu et al I9%] 
It can be argued that a larger incidence 
ot secondary and high valued tertiary 
activities in large cities gives the people 
residing there a high level of income In 
(he small and medium towns, on the other 
hand, the cuinings of the people turn out 
as low. due to the poor economic ba.ve and 
lack ol employment opportunities in the 
organised sector These towns have a weak 
base of manufacturing activities and a 
high percentage of worklorce dependent 
on agriculture, instability in thcircconomy 
IS reflected in high fluctuation/variation 
in their demographic growth over time as 
also across regions within the states One 
would argue that very many among the 
small and medium towns arc not in a 
position to generate luiidv to provide civic 
services to all .sections of population and 
stabilise their cconomiv ba.se Thc.sctowns, 
particularly those liKuted in le.ss devel¬ 
oped slates, should, be the major concern 
of government policy in the context of 
provision of basic amenities. 

Ill 

Existing Institutionid Structure for 
Infrastructure Financing 

1 ho organisational structure for manag¬ 
ing uibun iniiastructuie and the support¬ 
ing linancing system have changed stg- 
nificantl) during the vcond halt ol eight¬ 
ies and nimnics The Gigiah Plan (1992-97) 


envi.saged cost lecoveiy to be built into 
the municipal finance system. This has 
further been reintorcod during the Ninth 
Plan period (lSt97-2002) with a substan¬ 
tial reduction in budgetary allocations for 
infrastructure ttevelopment. The metro¬ 
politan and other liuge cities are expected 
to make capital investments, besides 
covenng the operatiomd costs for various 
infra.structural services. Most ot the 
development projects are to be undertaken 
through institutional finance rather than 
budgetary suppon.** The allocations for 
government departments and para-statal 
agendas like housing boards, water sup¬ 
ply and sewerage boards, development 
authontics. etc, allowing them to under¬ 
take capital projects, have been cut down 
drastically. A stiong case has been made 
for making these agencies accountable 
and financially viable. The costs of bor¬ 
rowing for them have gone up signifi¬ 
cantly that have often come in their way 
of taking up .socially de.sirabie but finan¬ 
cially unrcrouncrative schemes. Projects 
fur the provision of water and sanitation 
facilities, improving slum colonies, etc. 
that arc likely to have a .sub.stanlial com- 
poncni of subsidy, have, thus, received a 
low prioniy in this changed policy per¬ 
spective * 

In the late eightie.s. HUDCO has opened 
a new window to provide funds specifi¬ 


cally for infrastnictuie projects in luban 
areas. Availability of loans from this 
window, generally at less than the market 
rate, has made the state and city level 
agencies including the municipalities 
depend increasingly on HUDCO. This is 
more so in case of infrastructural projects 
in cities and towns with less than a million , 
population since dieir capacity to draw 
upon internal resources will be limited 

HUDCO finances up to 70 per cent of 
the cost in case of public uulity projects 
and social infrastructure (Table 5). For 
economic and commercial infnLstructure, 
the share ranges from 50 per cent for the 
pnvatc agencies to 80 per cent for public 
agencies. The loan is to be repaid in 
quarterly instalimcnts within a period ot 
10 to 15 years, except for the pnvate 
agencies for whom the repayment period 
is shorter HUDCO is also the premiere 
financial institution foi disbursing loaas 
under the Intcgmied Low Cost Sanitation 
Scheme. The loans as well as the .subsidy 
components for diifcient beneficiary cat¬ 
egories arc released through it. 

Importantly, HUDCO loans were avail¬ 
able for upgr^tng and improving the basic 
services in slums at a rate lower than the 
normal schemes in the early nincucs These 
were much cheaper than that under .siinitai 
schemes of the World Bank However, 
such loans are no longer available. Alsu. 


Tabu 2b Plri cntauii oi- Urban Hoiist-Hotns Haviw. Au ls.s ki Slllo Qvh AubNiTitrS 


.States 


Septic Tank 


Flush System 



Others 



1983 

1988-89 

1993 

198.3 

1988 89 

1993 

1983 

1988-89 

1993 

Indio 

20 7 

25 8 

29 6 

20 1 

26 9 

28 5 

4 3 

42 

3 8 

Andhra Piadcsh 

24 6 

32 9 

36 0 

92 

134 

20 4 

2 0 

52 

3 5 

Assam 

.32 2 

.39 6 

55 1 

22 

6 4 

32 

22 3 

78 4 ' 

198 

Bihar 

34 1 

39 1 

46 3 

39 

114 

7 1 

34 

44 

4 0 

Gujorai 

28 3 

20 2 

23 9 

28 5 

49 8 

468 

0 9 

08 

08 

Haryana 

32 

14 5 

12 2 

190 

27 (I 

47 9 

0 9 

UO 

09 

Hiinacliul Pradesh 

9 3 

93 

25 3 

25 3 

31 0 

41 1 

1 5 

02 

1 1 

Jammu and Kd.shmir 

3.3 

5 2 

21 4 

58 

15 7 

176 

48 

74 

1 0 

Karnataka 

II .3 

20 2 

26 3 

.34 5 

40 1 

.31 9 

4 3 

1 5 

45 

Kerala 

38 9 

37 6 

44 2 

48 

89 

64 

27 1 

34 4 

33 2 

Madhya Pradesh 

14 1 

21 3 

29 8 

102 

18 1 

16 5 

5 8 

1 0 

04 

Maharashtra 

22 4 

30 9 

26 0 

.35 6 

37 4 

47 3 

1 5 

1 7 

0 5 

Manipur 

54 

14 1 

13 0 

3 7 

9 5 

02 

57 1 

•’6 3 

70 7 

Nagaland 

400 

30.2 

.38 9 

06 

41 6 

5 7 

47 

15 3 

26 3 

Orissa 

25 6 

34 0 

.30 5 

34 

49 

64 

2 5 

54 

1 9 

Punjab 

27 

64 

97 

27 0 

42 9 

.59 4 

2 5 

2 0 

27 

Rajasthan 

12 8 

26 6 

31 0 

156 

10 0 

19 5 

.3 6 

37 

4 6 

.Sikkim 

60 2 

.36 1 

47 0 

05 

41 8 

44 

06 

1 9 

II 7 

Tamil N du 

14 8 

22 8 

3? 9 

20 0 

25 3 

23 7 

1 0 

1 4 

09 

1 Ittar Pradesh 

59 

14 0 

14 0 

19 6 

24 9 

29 1 

1 5 

07 

08 

West Bengal 

UnioH Territories 

52 9 

47 1 

.54 1 

68 

17 3 

114 

10 5 

102 

7 5 

Andaman and Nicobar 









Islands 

38 8 

45 4 

68 1 

3 3 

8 3 

0? 

1 3 

1 9 

25 

Chandigaih 

Dodru and Nagar 

1 0 

0 5 

0 2 

710 

80 3 

88 2 

00 

on 

03 

Haseli 

00 

68 5 

27 1 

0 0 

1.3 3 

38 0 

0 0 

00 

00 

Delhi 

4 5 

69 

8 5 

49 6 

55 1 

49 2 

44 

1 1 

1 6 

Miaorain 

92 

18 6 

20 8 

05 

120 

0.3 

76 2 

61 6 

78 4 

Poiidichciry 

20 5 

28 8 

43 8 . 

85 

40 

3 1 

00 

3 1 

24 


%unf Based on data from Motional Stompic Purvey brganSsalion ^8ih, 44lh and 49ih' Hounds 
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the cotpondon chaised differential inter¬ 
est rates frnm local bodies in towns and 
cities having different population size. For 
urban centres with less than half a tnillirei 
population, the rate was 14.S pn-cent; for 
cities with papulation between half to one 
million. It was 17 per cent; and for million 
plus cities, it was 18 per cent No special 
concessional rate was. however, charged 
for the towns with le.ss than a 100 or SO 
thousand population that are in dire need 
of infrastructural improvement, as dis¬ 
cussed above. It is unfortunate that even 
this small bias in favour of smaller cities 
has now been given up. Further, HUDCO 
was financing up to 90 per cent of the 
project cost in case of infrastructural 
schemes for ‘economically weaker sec¬ 
tions* of population which, too, has been 
discontinued in recent years. Most signifi¬ 
cantly, the rate of interest for the social 
sector projects has increased resulting in 
reduction in the interest rate differentia¬ 
tion and dilution of social concern of 
HIJDCO. 

The interest rates lor the borrowings 
from HUDCO vary Irom 15 per cent for 
utility infrastructure ut the public agen¬ 
cies to 19.5 per cent lor commercial in¬ 
frastructure schemes of the pnvate sec¬ 
tor The range is less than what used to 
be at the time of opening the infrastructure 
window by HUDCO This to an extent is 
understandable, its average cost of bor¬ 
rowing has gone up fnim about 7 per cent 
to 14 per cent dunng the last two and a 
half decade Given the stoppage of equity 
support from the government, increased 
cost of resource mobilisation, and pres¬ 
sure from international agencies to make 
infrastructure financing commercially 
viable. HUIX^O had to respond by bring¬ 
ing down the amounts advanced to some 
of its social sectiH' projects and/or charg¬ 
ing higher interest rates. 

It must be pointed out that die munici¬ 
palities with less than a 1,00,000 popu¬ 
lation or agencies with weak economic 
base often ftnd it difficult to approach 
HUDCO for loans. Tiiis is so even under 
the central government schemes like the 
Integrated Development of Small and 
Medium Towns (whose share in toul 
disbursements has gone down in the nine- 
tiesjthatcarry asubsidy component. These 
towns are generally not in a position to 
obtain state government's guarantee due 
to their weak economic base and uncertain 
financial position. The central government 
and the RBI have proposed restrictions on 
many of the states for giving guarantees 
to loul bodies and para-statal agencies, in 
anatiempttuensure some fiscal disdipline. 
Also, the states are being persuaded to 


register a fixed percentage of the amount 
guaranteed by them as a liability in their 
accounts. More importantly, in moat of the 
states, mly the para-statal agencies and 
municipal corporations have been given 
the sute guarantee, with the total exclu¬ 
sion of smaller municipal bodies. Under¬ 
standably, getting bank guarantee is even 
moredif^ult, specially forlhecitiesin less 
developed states and all small and me¬ 
dium towns for reasons discussed above. 

An analysis of infrastructural finances 
disbursed through HUDCO in Table 6 
shows that the development authorities 
and municipal corporations that operate 
at the city level have received more than 
half of the total amount The agencies like 
water supply and sewerage boards and 
housing boards, that have the entire state 
within theirjurisdiction, on the other hand, 
have received altogether less dian one- 
third of the total loans. One can, therefore, 
argue that the cities with strong economic 
base, that are attracting private sector in¬ 
vestment both tram within as well as 
outside the country, are able to get also 
a disproportionate share of the subsidised 
HUDCO funds [Kundu and Maitra 1999]. 

The Infrastructure Leasing and Finan¬ 
cial Services (ILFS), established in 1989. 
IS coming up as an important financial 
institution in recent years. It is a pnvate 
sector financial intermediary with the 
government of Indiaowning a small equity 


share. Its activities have more or less 
remidned confined to development of 
industrial-townships and roads and high¬ 
way inojecu where risks are compara¬ 
tively less. It basically undertakes project 
feasibility studies and provides a variety 
of financial as well as engineering ser¬ 
vices. Until the mid-eighties. when the 
infiastnictural projects were un d ertake n 
largely through budgetary allocation trf 
the government, technical feasibility was 
taken as the sole critenon for decision¬ 
making. However, with the increasing 
dependence on funds from private sector 
and capital market, the need to study the 
projects* financial viability, to safeguard 
the interests of the investors, has come to 
the forefront, which explains the growing 
importance of ILFS Its role, therefore, is 
that of a merchant banker rather than of 
a mere loan provider so far as infrastruc¬ 
ture financing is considered and its share 
in the total infrastructural finance in the 
countiy remains very low. 

In urban infrastructure projects, ILFS 
has helped local bodies, para-statal agen¬ 
cies and pnvate organisations in {uepanng 
feasibility reports of commercially vi^te 
projects, detailing out the pricing and cost 
recovery mechanisms and establishing 
joint venture companies called Sp«aal 
Purpose Vehicles (SPV). Further, it has 
become equity holders in these companies 
along with other public and private agen- 


TaBU 2 c PbRCSMTAOE UF URBAN HuUSEHOLOS HaVINO ACCESS TO StUCT CiVIC AMENITIES 


States 

Elecincity 

Drinking Waier 

1986-87 

1995^ 

. 1986-87 

my 

liidm 

7.13 

82 0 

87 9 

88 9 

Andhra Pradesh 

71 7 

81 7 

83 4 

89 3 

Assam 

68 3 

74 3 

83 7 

8.3 4 

Bihar 

59 3 

69 7 

74 6 

78 4 

Gujarat 

89 3 

87 1 

96 S 

93 3 

Haryana 

91 0 

91 7 

999 

990 

Himachal Pradesh 

96 3 

97 3 

96 7 

97 1 

Jammu and Kashmir 

95 2 

98 4 

97 1 

V5 1 

Karnataka 

69 1 

80 5 

88 5 

91 2 

Kenda 

65 1 

78.0 

50 9 

41 7 

Modhya Pradesh 

760 

82 4 

87 9 

84 7 

Maharashtra 

83 1 

914 

94 4 

962 

Manipur 

- 

93 2 

- 

75 8 

Nagaland 

- 

94 3 

- 

91 0 

OriMa 

59 9 

65 0 

662 

774 

Punjab 

92 3 

95 1 

999 

994 

Rajasthan 

76 5 

87 8 

87 3 

948 

Sikkim 

- 

92 4 

- 

97 7 

Tamil Nadu 

74 3 

81 9 

84 4 

800 

Uttar Pradesh 

63.6 

73 7 

88 9 

93 8 

WMt Bengal 

.59.5 

69 6 

93 3 

924 

Vmon Temuiru.'t 





Andaman and Nicobar Islands 

98 1 

- 

99 6 

Chandigarh 

- 

92 0 


iOOO 

Dadra and Nagor Haveli 

- 

100.0 

- 

1000 

Delhi 

- 

96 1 

- 

100 0 

Mizoram 

- 

92 1 

- 

35 1 

Pondicherry 

- 

94 2 

* 

94 1 


Siiunf Based on daU from Naliomti Saiqite Survey Orgonisaiion, 28lh and 44ih Rounds 


Economic and Political Weekiv Julv in ioqq 



«cics, including the operator of the BOT 
project, asdone incase ofTiruppur project 
lMathurIW9| The role nfILFS may thus 
be seen as a promoter of a new perspective 
of development and a participatory ar- 
langemcnt tor project financing. It is try¬ 
ing to acquire the dominant po.sition of 
being able to change the composition of 
mtrastruclural projects and the system of 
then t inancmg in the country. Understand¬ 
ably. the projects lor the provision ofbasic 
amenities m slums or low income areas, 
not having clear stipulations tor total cost 
lecovcry within a reasonable pcriixJ - 
unlikely to lie taiicied by a private or joint 
sector company - would not find favour 
of this organisation 
late Insurance Corporation (LlC) of 
lndiapiovidcsintia.stiuctural loans to local 
bodies and other agencies at rates lower 
than even HUDCO Unfortunately, the 
Lie format of funding has not been very 
papular since it entails certain contribu- 
bon from the borrowing organisations that 
often have proved to he a bottleneck. 
Besides there have been problems with 
regard to recovery of dues (Rao I9W1 
Setting up of Intra.structure Develop¬ 
ment Finance Corpoi ations at the stale 
level has been hailed as a landmark in this 
field These are expected to play an im¬ 
portant I ole in channelling the central 
goveinment and HUDCO funds to local 
IhkIics and augmenting then mtiaslruitui jl 
iiisesiinciu In one ol the backward but 
rapidly grow-mg states like Andhra Pi adesh. 
I irban Finance and Intrastructuial Dewl- 
opmcni .t'mpi'raUon has been entiusied 
with tilt ici{U)|ttibility of disbui sing funds 
foi various ctfitral and state govcinineni 
Diugiai iim-s Usrolemstn*ngtlieiiiiigurban 
inirnsiiuctuial base ol uiban centres, 
paiticulati) those liKatcd m hackwaul 
legions, howevei, is yet to be assessed 
Bonds tot dilleiem duration and cany 
mg e,ir> ing mlciesl lates have hc*cn issued 
by ^evel.ll iiigaiiisatinns at the national 
level partis oi largely toi supporting the 
inlrastiuctiin.'sector (K^IKcsuigent India. 
IFC'I. KTf’l tionds issued m recent years 
may be nH'iitioiied in this context l-uiiher- 
moic. tuiuts aie available undci Bmploy- 
ecs Slate Insutaiue Scheme and 
Bmployer's Provideiii Fund llial have a 
longer matuiity peruKl and thus uie more 
suited lor itiirasiruiluie tiiuncing The'c 
are. however, ceitain stipulations lequir 
mg the insestineni u> oe made in govein- 
ineiii secuiitics m a sjiecitic manner 
Allempis arc. Iiowes. i. on to relax the 
stipulations .so ih.it these funds can he 
made available also foi inlrasiiuctuial 
financing, as per the pi inciple ol conimei - 
cial profitability 


IK9K 


Mention must be made here of the 
Financial lnstitution.s Reform and Expan¬ 
sion (FIRE) Programme. launched under 
the auspices of the USAID. One of the 
components ol the programme ha.s been 
initiated by the ministry of urban affairs 
and employment of the central govern¬ 
ment. named as FIRE-D. Its basic objec¬ 
tive IS to enhance resource availability tor 
commercially viable inlrastniclure projects 
through the development of domestic debt 
market Fitly pei cent of the project cost 
IS financed Irom the funds raised m US 
capital market under Housing Guaranty 
fund This has been made available tor a 
long period ol W years at an intcicst rate 
of b per cent, thanks to the guaiantee from 
the U.S Congress I'he risk involved in the 
exchange rule lluctuation due to the long 
period ol cupilul borrowing is being 
mitigated by a swapping arraiigenienl 
through the Grigsby Bradford and Com¬ 
pany and Government Finance Officers' 
Association lor which they would charge 
an inteiest laie of h to 7 per cent The 
iiiteiest rate tor the funds from I'S market, 
thus. diK's mil work out as much cheaper 
tlian that raised internally. 

The funds under the programme aie 
being channelled through II.FS and 
HUDCO who ate expected to raise a 
inaiv.hing amount tor the project Irom the 
domestic debt nuiket A long list of agenda 


for policy reform pertaining to urban 
governance, land management, pricing of 
services, etc. have been proposed for the 
participating instituUons For providing 
loans under tlie programme, the two agen¬ 
cies. are supposed to examine the financial 
viability or bankability of the projects 
This, It IS hoped, would ensure financial 
discipline on the part of the borrowing 
agencies like private and public compa¬ 
nies, municipal bodies, para-statal agen¬ 
cies. etc. as also the state governments that 
have to stand guarantee to the projects. 

It may be pisinted out that the local 
bcxiics in the US mobilise resouncs from 
the debt market by lloating revenue bonds 


Tauix4x Pi kci-maoc (» Hairsiiioio,s C'oviHin 
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Class 

1 A 

r- 

* 

<< 

1 

t>nnkiii{> loilct 
Waiei 

Class 1(1 lakh plus) 6190 

75.56 

58 PO 

Class tad to t lakh) 4K 

71 54 

46 98 

Class Hr (t loSlakhs) 49 29 

61 46 

44 87 

riassIcrSlaUiulus) tS 97 

•<121 

62 80 

Class It 

.S« 19 

70 .tl 

5| 90 

Class 111 

54 76 

65 57 

45 42 

C lass IV 

4S 9S 

61 /s 

40 23 

Class V 

4S 74 

56 41 

1/91 

Class VI 

51 2(» 

51. 62 

19 65 

Urban India 

61 90 

75 16 

58 (H) 


Sniiirr Huu-tehold rahlus. Pan mu. A .mil H(i 
and II) itui diltorcni sMics; C.'iivus ot 
liidij |()KI 


rAHIht iSKIINIAta OlSTIIIBI IION III- UrUAN ikll SI HOI ns IIV .SlKt'lltiRI ill- Bl.lll.M, 


.Slates 

1985' 

Kaich 1 


‘dih'i 

Ss-mi-PiiLca 



PiiLca 



1988-89 

1991 

1988-89 

19*75 

1*185 

1988 89 

1995 

Iniliii 

16 41 

10 «2 

8 1 

25 72 

17 7*. 

179 

57 2 

71 04 

T18 

Aiidliia Piudesh 

26 47 

21 85 

16 6 

22 84 

16 42 

15 5 

50 1 

61 67 

68 1 

As< am 

14 74 

1149 

20 5 

25 02 

21 01 

.10 8 

,10 2 

15 IK 

48 7 

Bilur 

27 76 

1575 

92 

22 62 

17 67 

25 0 

49 1 

66 15 

6.5 9 

<!u|.iiat 

1061 

5 12 

66 

24 75 

15 11 

12 1 

64 2 

81 77 

81 2 

Haiyana 

5 56 

2 18 

56 

n 50 

4 15 

74 

80 8 

9147 

87 0 

tlimai'lud Piadcsh 

1143 

2 62 

20 

10 17 

27 54 

152 

55 9 

69 59 

82 8 

Jaiiiniu and K.ishniii 

II 49 

5 40 

42 

19 11 

18 65 

15 0 

45 1 

75 97 

80 7 

Kaiiiaiaka 

12 40 

10 64 

115 

19 96 

26 69 

25 1 

47 2 

62 55 

6.14 

Keiala 

17 20 

15 77 

10 8 

27 91 

17 52 

16 2 

54 6 

65 54 

75(1 

M.idhva Piadcsh 

16 05 

9 71 

4 8 

.14 29 

15 21 

.56 7 

48 6 

55 06 

58 4 

Maliai.isniia 

11 78 

5 64 

1 1 

11 II 

19 66 

15 2 

52 9 

74 ;>9 

hi 7 

Manipur 

47 75 

40 90 

20 5 

45 51 

48 .15 

69 2 

10 

8 82 

10 2 

N,i(>nlaiid 

27 69 

9 24 

9 2 

45 78 

14 II 

52 2 

25 6 

54 60 

58 5 

Oi'ssa 

11 10 

29 41 

16 8 

28 77 

17 .57 

27 8 

19 2 

5.5 09 

55 4 

Puniab 

6 94 

1 25 

.1 1 

II 87 

7 78 

47 

80 4 

88 92 

92 0 

K.iiasihan 

II 94 

5 95 

44 

It 14 

6 95 

85 

75 2 

87 II 

87.1 

.Sikkim 

2 82 

6 77 

87 

46 88 

II 26 

85 

49 7 

81 97 

82 9 

lainil Nai,a 

19 85 

18 56 

15 6 

21 29 

17 57 

17 2 

56 2 

64 05 

69 2 

litiar Piadcsh 

11 80 

9 95 

7.1 

22 96 

15 II 

157 

62 9 

74 91 

77 0 

IVcsi Bengal 

I'mon rciiiii>iie\ 
Andaman and 

12 49 

6 75 

6 8 

26 87 

20 00 

22 4 

60 2 

7127 

70 8 

.NisoKir Islands 

19 20 

1 10 

0 6 

50 58 

9 74 

42 

.50 4 

87 16 

95 2 

Chandigaih 
tl.idia and 

4 87 

0(K) 

1 9 

4 97 

4 96 

78 

90 2 

9X04 

90 5 

Nag.ir Hascii 

0 00 

0 (Ml 

172 

0 (M) 

17 42 

20 6 

0 0 

82 58 

62 2 

Delhi 

6 52 

2 20 

27 

11.52 

8 70 

10 2 

79 8 

9 10 

87 1 

Mi/nia'ii 

1871 

55.00 

79 

74 21 

67 18 

40 7 

7 0 

26 18 

51 3 

I'ondichurry 

14 55 

50 97 

10 7 

18 85 

8 95 

20 t 

46 6 

40 08 

69 1 


Si/ui Bused on data finm Notional Sample Survej Ui^anisaiicn. .^8th . 44th and 49th Rounds 
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and geneni obligation bonds. The holders 
of the revenue bonds ure to be paid back 
from the revenues of the project for which 
the hinds have been raised. The holders 
of die pneral obligation bonds, however, 
are to be paid from the general revenue 
of the local bodies. Altliough the investors 
in these bonds may like to have uncon¬ 
ditional pledging of dw powers of taxation 
and escrowing of revenues from specific 
buoyant sources of the issuing authority 
[Mi^ur J999], debt servicing has been 
done only from the surpluses in the gen¬ 
eral revenue account Unfortunately, in 
India, there are not many urban infrastruc¬ 
ture projects that have been perceived as 
commercially viable. Rirther, the weak 
financial position and revenue sources of 
the urban local bodies make it impossible 
to issue general obligation bon^. As a 
consequence, a new type of credit instru¬ 
ments has been designed to enable the 
local bodies tap the capital market 'Struc¬ 
tured debt obligations' (SDOs) are ar- 
langements through ishich bonds are i.s- 
sued on the condition that the burrowing 
agency would pledge or escrow certain 
buoyant sources ol revenue for debt ser¬ 
vicing. This is a mechanism by which the 
debt repayment obligations are given 
utmost priority and kept independent of 
the overall financial (Kisition of the bor¬ 
rowing agency. It ensures that a trustee 
would monitor the debt .servicing and that 
the borrowing agency would not have 
access to the pledged resources until the 
loan is repaid. Understandably, this con¬ 
strains “tlw local fiscal ilexibility” [Mathur 
1999] by curbing the nght of the agency 
to utilise its own resources for carrying 
out its normal functions as also meeting 
some exigencies, as discussed in the fol¬ 
lowing section. 

Developmeni of Capital Market and 
Financial Inti:rs«ediaries 

The most important development in the 
context of investment in infrastructure and 
amenities is the emergence of credit rating 
institutionsmthecouniry TheSEBI,which 
has the responsibility of ensuring disci¬ 
pline in the capital market, has stipulated 
that the debt instruments should be rated 
by such an institution fur tapping thecapital 
market. With the financial markets be¬ 
coming global and competitive and the 
borrowers* base increasingly diversified, 
investors and regulators prefer to rely on 
the opinirm of these institutions for their 
decisions. The rating of the debt instru¬ 
ments of the corporate bodies, financial 
agencies and banks are curremly beirig 
done by the institutions like Information 
and Cr^it Rating AgeiKy of India (ICR A), 


Credit Analysis and Research (CARE) 
and Credit Rating Information Services of 
India Limited (CRISIL), etc. The rating 
of the urban local bodies has, however, 
been done so far by only CRISIL. that too 
only since 199.^-96. 

Bangalore City Corporation was possi¬ 
bly the first to float bonds worth Rs 1.25 
billion, through private placements in 
November 1997 at a coupon rate of 13 per 
cent, after receiving A(SO) rating lor its 
structured obligation from CRISIL. This, 
however, was ouLside the purview of the 
FIRE-D programme. Ahmedabad Munici¬ 
pal Corporation floated bonds (public 
issucs)woithRsnnebillioninJanuaiy 1998, 
under the programme, using iLs CRISIL 
rating as AA(SO). Vijaywada Municipal 
Corporation is«. unently in the process of 
floating bonds worth Rs 300 million The 
corporations of Pune and Surat have also 
been trying hard to raise funds through 
municipal bunds under the FlRE-D. 
Uniortunately, there are not many project 
proposals tonheoming or found suitable 
for ranking resources under the programme 

CRISIL claims to rate the debt lastru- 
ments of the municipal bodies and other 
agencies at local level on the basis of (a) 
functions and managerial capabilities 
including the legal and administrative 
Iramework, (h) existing financial position 
and (c) economic base of the service area, 
in addition to the aspects relating to the 
project under consideration. Unlortu- 
natcly, the indicators selected tor these 
dimensions and the weightages assigned 
to these have neither been precisely de¬ 
fined nor made adequately tran.sparcnt 
No document is.\ued by CRISIL specifies 
the relevant indicators and their weightages 
for the benefit of their prospective clients 
or the planners and policy-makers in the 
country. What is more serious is that there 
are difficuhies in building up appropriate 
indicators pertaining to above thice di¬ 
mensions for the purpose of composite 
rating, as discussed below 


The asse.s.sment of the managerial ca¬ 
pability, legal and administrative frame¬ 
work, etc. involves an analysis of the 
functional domain of the local agencies, 
tax powers allocated to them, rate.s oi 
taxation, basis of assessment, administra¬ 
tive stipulations tor mobilising funds from 
the capital market, etc Urban administra¬ 
tion in India is a state subject according 
to the Article 12, Schedule 5, List II of 
the Constitution. As a con.scqucnce, all the 
aspects noted above are, to a large extent, 
vested in the .state governments The 
powers, functions and responsibilities of 
the local budie.s, foi example, are derived 
from the State Municipalities' Acts, 
amended from time to time, except tor a 
tew large corporations that arc governed 
by individual Acts As a consequence, 
the.se vary widely across the states and 
sometimes, even within a state. Indeed, 
the 74th Amendment Act opens up av¬ 
enues for many of these powers and ic- 
sponsibilities to be utilcsed at the liKal 
level but it docs not automatically traiisler 
these to the municipal bodies Ciivcn the 
overwhelming control ol the state govern 
ments on these bixlies. it is not ca.s> loi 
any rating agency to assess the strength 
of thc.se bodies individually in anv mean¬ 
ingful manner, based on an overview of 
legal and administiativc Itaniework or the 
nature of functional responsibility Sinii 
lar would be the problems in assessing the 
managerial capacity of the para-siatai 
agencies and development authorities 
Furthermore, the financial position of 
an agency at the local level in no way 
reflects its strength oi managerial clti- 
cicncy There could be several leasons loi 
the per capita revenue income expendi¬ 
ture and budgetary surplus of a local body 
to be high other than its .idministiative 
efficiency Large sums being received as 
shared taxes or ascompensationsloi certain 
taxe.s alxilished in recent past or simple 
grants from the state government could 
explain a high tigurc These channel.s of 
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revenue may simply not be available to 
other local bodies Even the amount col¬ 
lected under a .specific tax that exists in 
most states cannot he a basis for cross- 
sectional comparison since the rates de¬ 
termined by the state governments may 
vary Tlic extent of collection in relation 
to the approved rales would evidently be 
more appropriate hut that kxi would de- 
ptmd on a host of socio-cultural and his¬ 
torical factors and these may only be 
partially linked to admiiustrativcefficiency 
of the ltx;al liody. 

Tlie quantitative indicators oltcn con¬ 
sidered by CRISIL tor rating the urban 
local bodies arc tax and non-tax receipts 
as percentages ol total revenue, grants 
from state govemmcnls as percentages of 
revenues, total revenue deficit and overall 
deficit, debt service coverage ratio, expen¬ 
diture on core services and that on wages 
and salaries as percentage of total expen¬ 
diture There IS a lot of arbitral mess in 
defining the underlying concepts and 
building the indicators since the hudget- 
•My inlormatioii is compiled ditlcrently by 
different mumcipaiitici Some ot these 
problems aie dcscussed in the following 
section 111 some detail 

Mote important than the problems ot 
database would be the s hou e ot a develop¬ 
ment pcrspeitivc CRISIL would have 
problems in deciding whcthei to go by 
financial peiformancc indicatois like total 
levcnueortJX tevenue (in pei capita terms) 
or build appropriate indicators to rellccl 
medium ot long-tumi efficiency of man¬ 
agement and strengib ot ilic .service area 
One can pcsssibly justify the (onner on the 
ground that lor debt servicing, what one 
needs is high income, irrespective ot its 
source or managerial efficiency This 
would, howevci. imply taking a very short¬ 
term view ol the situation Instead, it 
CRISIL considers the level of managerial 
etticiency. sttuciuie ot governance or 
economic base in long-term context, it 
would bo able to support the piojccls that 
may have debt icpaymoni problems in the 
short run but would succeed in the long 
run The indicators th.it it may then con¬ 
sider would pertain to the provisions in 
state Icgislaium regarding decentralisation, 
stability ot the government in the city and 
the state, per capita iiieome of the jiopu- 
lation. level of indu.sirial and < ommereial 
activity, etc All these bavv a J'lect bear¬ 
ing on the prospect o* increasing tax and 
non-tax earning of the muMCipal body in 
the long run The body lorexample, would 
be able to generate higher revenues through 
taxes and user-charges and revise these 
periodically, n per capita in'-oine levels 
ol Its residents arc hi;.h. 


CRISIL has, indeed, taken a medium or 
long-term view, us may be noted from the 
observations in the rating report on 
Ahmedabad Municipal Corporation 
[Credit Rating Inlormation Services ot 
India Limited 1996). It has argued that the 
outkKik for the finances of the coipoia- 
lion, in the medium term, is pasitive as 
It “has been able to upgrade the tax ad¬ 
ministration tninicwoiili. In the long run, 
the corporation's ability to implement the 
proposed property tax reforms would fui- 
thcr strengthen the tax ba.se of the corpor¬ 
ation In addition, the corporation has ini¬ 
tiated el Ions to diversify its revenue base 
by undenaking activities like commercial 
propeny development These cl forts arc 
expected to be supported by the political 
and udminisiialive wing at the .state level 
llie presailing policy framcwuik would 
I'uve to he sustained to achieve the desired 
lesults “li IS. thus, .imply clear that CRISIL 
has not based Us rating on a tew quan¬ 
titative indicjlois alone but a host of other 
factors, ini lulling those pcnainiiig lo the 
poliiv peispcLtive at the city and state 
level ih.li .ire not mcasuiuble The only 
piohiciii lieie is that it has neithei detailed 
oul all these f.iLlots nor sjxicitied the pio- 
cedurcs by which the qualitative dimen¬ 
sions will he brought 'vithin the credit 
nuing lidiTK-work without much anibiguity 

IV 

Credit Rating of Local Bodies and 
Problem of Database 

There are .seiious conceptual and opera¬ 
tional problems in building up perfor¬ 
mance mdikatois using the budgetary 
l.gures ot municipal bodies lor purposes 


of credit rating. Identical ratios obtaining 
for different municipalities do not imply 
the same situation as the concepts and 
categories used by them and their cover¬ 
age can be different. Inter-municipality 
comparison of the indicators would not 
make much scn.se unless these concepts 
arc .standardised.** 

Some of the instances of the discre¬ 
pancy in the municipal budgeting, noted 
111 different studies, may be presented 
below A study by National Institute of 
Public Finance and Policy (NIPFP1995), 
covering 293 municipalities from seven 
states, reveals that although many of the 
larger corjxirations maintain well-defined 
capital accounts, a lew like those in 
Ludhiana, Lucknow and Bhopal record a 
number ol capital expenditures in their 
revenue account The structure ol capital 
expenditure of the municipal bodies is 
dependent on the delegation of functions 
by the slate governments /.j a cnn.se- 
quence. the intei-munici|iai companion 
ot the sectoral distribution of capital in¬ 
vestment IS not very mcaningiul ' As lor 

Tahii 6 AiiInis Miisi UisnumniiiN (H 

iM-HASIKIir niRAI I'lNlNI INI. R 'lUX't) 

Ol WNi, 19X7 94, Ma. 


Agency 

Sam Honed 
Amount 
(Rs Ciorel 

Pfrccniage 

Share 

fiousing tMMirds 

40 

3.16 

Wak’i supply and 



sewciagc txiaids 

1% IX 

27 71 

iX'vcIopim'iU aulhonties .199 ' 

11 OX 

Municipal lurpuraliiuit 

. .19( 

6) 16 

Municipalities 

1 

'67 

Total 

r 

<X) 

Siniite Kccoids of 11(11 


fsHii S HiiiRRtNnAi iNn-kl-sr Ratcs (II-HUDTO Loans rok iNfRASTR 


Inirasliiiclutr 

EsienI ni Finam ing 

Net Kate ol Inteiest 




(Per Ceni) 

(Per Cent) 



Novembet 

August 

(November 

August 


‘lUSl 


199.1 

1998 

1995 

1998 


98 

('oinmeicial 

71 

10 (Ih- Ag) 

10 

19(19.1) 


oT 



80 (Go Ag) 


16 5 


to 



75 (CorpI 


17 


10 

Social 

71 

70 (Go Ag) 

10 

16(165) 


10(1.1) 



70(Pr Ag) 


161 (17 5) 


10(11) 

Ihiliiy 







(Pnpuljlion s 0 1 mn) 

70 

- 

14 1 

- 

1(0 11 

- 

(Populjiitin ' 0 S nin) 
Fur .ill ...lies 

7(1 

- 

17 1 

- 

ito 11 

- 

Swm/wv eraec/diainage/ 
water sui'ply 

Poi t -./i 1 laiis/t ransport 


70 

- 

I1(I51| 


10(1.1) 

tc’iiiiinnis 


7(1 


115(161 

- 

10(11) 

Land Acquisition 







(Population <01 mn) 

up to 80 

NA 

14 5 

Nature ul 

7 

Nuure ot 


per ceiu 



scheme 


scheme 

(Popul,uion > 0 S mm 

up (0 10 

NA 

17 5 

Naiure of 

7 

Nature of 


per lent 



scheme 


scheme 


Nntc\ Pr Ap - pi II an. uguney. Oo Ag = guvcminent agency, Ciwp » corporate body 

Figures within parentheses are the rales ot inirtest with respect to the conesponding 
repaytiieiil period 


lytHJ 


Bionomic and Political Weekly July 10, 1999 



example, the small share of capital expen¬ 
diture on water supply and sanitation for 
the Calcutta Municipal Corporation ts 
misleading since besides the corporation, 
the investments in these are done by 
Calcutta Improvement Trust. Calcutta 
Metropolitan Development Authority and 
Calcutta Metropolitan Water Supply and 
Sanitation Board. Another interesting case 
is Bangalore Municipal Corporation, 
which follows an age-old budgetary sys¬ 
tem and has not clearly delineated the 
boundary between revenue and capital 
accounts.*^ One would, therefore, argue 
that even the definition of operating sur¬ 
plus varies across the corporations, not to 
speak of the smaller municipalities. 

, Inter-municipal comparison of current 
earnings and expcndilure.s is also fraught 
with senous problems. In ca.se ot large 
coiporations like Ludhiana. Calcutta. 
Bhopal and Lucknow, for example, prop¬ 
erty tax includes the water and conser¬ 
vancy uxes. which is not the ca.se in other 
uroan cenhes Identical problem anscs 
while making compansun of the admin¬ 
istrative and (revenue) collection expen¬ 
diture across towns and cities in different 
states While in most corporations, ail 
administrative expenses arc po.sicd under 
the head of general adniiiiistration, in some 
large corpoi ations like Delhi. Mumbai and 
Bangalore, these are shown as parts of the 
corresponding sectors, resulting in a lower 
figure under general organi.sation, includ¬ 
ing the credit rating agencies, has made 
any senous attempt to standardise the 
municipal budgets to bnng about compa¬ 
rability of data across time and space. It 
IS only recently that the cities of My.sore 
and Ramanagaram in Karnataka (under 
the initiative of Asian Development Bank) 
and Surat in Gujarat i under the au.spices 
of the new management in the aftermath 
of the plague tragedy) have gone in fur 
the double entry accounting sy.stem. The 
majority of urban centres, however, fol¬ 
low the cash based system that has con¬ 
siderable variation across the states, as 
discussed above. 

The rating lastitutions may, however, 
claim thyt they them.selves would clean 
the information and compute the relevant 
ratios after obtaining the raw data from 
the concerned local bodies They can also, 
(hereby, bring in their own qualitative 
assessment of their performance in deter¬ 
mining the credit rating. This approach 
can be advocated also asasafeguord against 
the local bodies mani{mlating their ac¬ 
counts and other data, for the purpose of 
obtaining a favourable rating. Unfortu¬ 
nately, there are senous problems associ¬ 
ated with this appniach as well. Once the 


rating institutions make adjustments in the 
data for building 'appropriate indicators' 
that are different from those submitted by 
the local bodies or use a procedure for their 
aggregation for the composite rating which 
IS not widely publicised, they would he 
charged ot lack of transparency and im¬ 
partiality. 

It is worthwhile to mention here that 
despite 40 years of innovative research by 
Indian economists on the issues concern¬ 
ing measurement of poverty and attempts 
to standardKsc the procedure. Planning 
Commission (1943) came out with two 
estimates of poverty that are different by 
morethanatwodigit figure. This isdcspitc 
the fact that poverty ha.s been defined in 
terms of a .single indicator, vi?, con.sum- 
ption expenditure, available from the NSS 
on a tairly regular basis and a poverty line 
IS linked to a normative level of calorie 
intake through a fairly straight forward 
method Givcnthisdiscrepancy, the expert 
group recommended that the poverty index 
should not be used foi resource aIkKaium 
among the states and districts. Against this 
background, it is highly unlikely that the 
business ol rating (he municipal bodies, 
based on the cntcriadiscus.sed above, could 
be earned out in any dispassionate man¬ 
ner. Vested inteicsts arc likely to take over 
the pnK'ess oikc ail concerned agencies 
realise that their piospcct of tapping the 
capital market is conditioned by these 
ratings 

V 

Empowering Local Bodies for 

Making Investments in Basic 

Services and Infrastructure 

Hie resource scarcity being faced at the 
central, state and local Icveks and the 
relative reduction oi current and capital 
expenditures on infrastructure and .social 
sectors in recent years have created seri¬ 
ous uncertainty with regard to provision 
of basic amenities to urban population, 
particularly the pool. Earlier, the role ot 
central and state governinents in local 
attairs was not clearly defined It con¬ 
sisted of ad hoc and tragmented etloits at 
programmatic level. Since mid-cightics. 


however, a pFoce.ss ol shi hing the responsi - 
bility to the local level has manifested 
clearly Attempts to tiansfet tasks and 
re.sponsihilitie.s to the local bodies, with¬ 
out examining their economic base and 
resource raising capacity oi making pro¬ 
vision of adequate transfer ol funds, may. 
nevertheless, have senous consequences. 
It would he unwise to leave this is.sue 
uncxamined or huiy it under a set of 
assumptions, tiolwiihstaiidmg the pre.sent 
/.eal and enthusiasm tor 'empowerment ot 
local bodies' and giving 'powers to the 
people’ 

Table 7 brings out the disparity in the 
income ol local bodies and its vanous 
components actoss si/e class ot urh<ui 
centres at all India level, based on the 
NlPFl’ study (1995 1 It may be noted that 
(he per capita (own) revenue tor I> Class 
cities, having population above 5.()0,(KK), 
was more than three and a halt tunes that 
oi A class towns, having population lielow 
I .()().(XX). in the early nineties The tax and 
non-tax revenues logethei constituted 90 
per cent of the total revenue in ease ol the 
fontici while the figure lor the lullei was 
70 pel cciV only (Table K) Corres|«vnd- 
ingly. the peueniage .share ot grants m 
total revenue tor the 1) class cities w.is 
onl> t pci cent while that lor (he A class 
towns was as high as IX per cent The high 
dependence on external grunts lor the 
smaller towns would he a major handicap 
in undertaking the development lespon- 
sibility on then own T'he capacity ot the 
A class towns becomes luither restricted 
.since about 20 pci lenl ot its total expen 
dilute IS on general administration as 
lompatcd to a ligure ol 12 pc'i cent lui 
D class cities (Table 9| ft is ihus evidetil 
that the largct cities aie linaiuially in a 
stionger position and can take up public 
works and social infrasiructurc pnqeels on 
their own which is not so tor sraallei 
towns 

Hie NIPFF study unlortunately dues 
not give further break-ups lor the towns 
tailing in A class by eonsideiing the si/e 
classification iollowed by the Population 
Census Also, the sample docs not im lude 
many towns with less liian 50,(XM) popu 
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lation and none with less than 10,000. 
When these towns are included in the 
sample, the disparity in revenue earnings 
across size class of urban centres would 
work out as much sharper [Kundu et ai 
1996]. A large majonty of these towns 
have come to depend increasingly on 
grants-in-aid, primarily due to their poor 
economic base and incapacity to mobilise 
adequate tax and non-tax revenues. With 
the decline in central or state assistance 
in recent years, it is not surpnsing that 
most of these towns do not make any 
investment for improving infrastructure 
and basic services. This has compounded 
their problems of inadequacy of basic 
amenities. 

Importantly, the grewth of population 
in urban centres in different size catego- 
nes shows a significant distortion. In the 
developed states, the small and medium 
towns with population below SO.OOO have 
grown at a relatively slower pace dunng 
the seventies and eighties. In the b!u:k- 
ward states, however, these towns have 
exhibited rapid growth, similar or even 
higher than I hat of the c lass I cities. Oetai Icri 
empirical analysis reveals that the growth 
oi small and medium towns is not backed 
up by mamitactunng/commercial activi¬ 
ties or intrastiuctural facilities in these 
states [Kundu 1992] Rural poverty, stag¬ 
nant agriculture, absence of sectoral di- 
vetsificaaon, etc, therefore, emerge as 
possible factors in explaining their demo¬ 
graphic growth. 

llie low economic strength ot the towns 
with less than S0,000 population may be 
attributed to the fact that these have a low 
indusinal base - less than IS per cent of 
their workers are engaged in non-hou.<ic- 
hold manutacturing activities, as per the 
199 i Census. For thecities with more than 
a 1,00.000 population, the figure is over 
25 per cent. As high as 26 per cent of the 
workers in the smaller urban centres are 
engaged in agriculture which can hardly 
yield any revenue to the civic authonty. 
The corresponding figure tor class I cities 
is around 7 per cent only. The tertiary 
activities in these small and medium towns 
al.so have a low level ol productivity. 
Given this macro scenano, it is reasonable 
to argue that the constitutional amend¬ 
ment. making the civic bodies increas¬ 
ingly dependent on thrir own tax and non¬ 
tax resources, would further increase the 
disparity in the level of services and 
economic infrastructuie across size class 
of urban centres This would adversely 
affect the level of basic services in small 
and medium 'owns and their capacity to 
absorb future growth of population or 
attract new ccimomic activities. 


The 74th amendmeitt has been hailed 
as a panacea for the problems of urban 
management in the country. It bastcaily 
attempts to achieve two ol^tives: one, 
enabling/facilitating the local bodies to 
undertake planning and development res¬ 
ponsibility: and two, transferring powers to 
them to generate adequate tax and non-tax 
revenucforthispurpose. Unfortunately, the 
information available on municipal fi¬ 
nances is highly inadequate to establish 
conclusively that much have beenachieved 
in tenns of these two objectives. This is 
partly due to the quality of the municipal 
data, discus,scdinthef»evious section, and 
partly due to the delays in their availabil¬ 
ity. One can, thcrelore, comment on the 
impact of the constitutional amendment, 
using the limited data available from a tew 
research projects and qualitative a.s.ses$- 
ments of researcheis and administrators. 

A study by National Institute of Urban 
Affairs (1998) reveals that not more than 
5 out ot IS major state governments, for 
which the survey was conducted, have 
iitsued the notification regarding traasfer 
of powers and responsibilities ot devel¬ 
opment planning to the local bodies until 
die end of 1996 There are several other 
studies that suggest that the local bodies 
are simply not equipped to take up the 
responsibility of planning, especially of 
launching capital projects. Indeed, con¬ 
siderable expertise is requited to identity 
the infrasiractural and industrial projects 
appropriate for the growth of the city or 
town. a.s.sess their environmental implica¬ 
tions and mobilise resources for these 
Given their difficult financial situation, it 
IS unlikely (hat these bodies will be able 
to strengthen their planning departments 
by recruiting technical and professional 
personnel in immediate future. 


This assisunce is unlikely to come from 
the state government departments since 
they too have serious financial problems 
and may not be able to augment their 
professional suff. No attempt is being 
made to create an institutional network at 
the central or state level that can provide 
technical guidance to die local bodies on w 
the proposals tor industrial or int^ra- 
structural projects, in the context of the 
ecological and socio-economic conditions 
in the region. The only choice for the local 
bodies would then be to resort to the 
financial intermediaries and credit rating 
agencies Anumberoftheseagencieshave 
come up in recent years in the private 
sector with assistance from certain inter¬ 
national organisations, as mentioned 
above. 

It IS indeed true that some of the credit 
rating agencies have come to acquire 
expertise to assist the local governments, 
development authonties, etc, in preparing 
development plans and mobilise resources 
CRISIL, for example, has two divisions, 
one providing research and inlormatiun 
services and the other advisory services 
to local bodies, in addition to its credit 
rating division CRISIL claims that - 
through these two divisions, it can take 
up the task of preparing the viable projects 
on behalf of the local bodies Understand¬ 
ably, these projects would have good rating 
and possibly be able to nwbilise resources 
from the capital market. The major con¬ 
siderations in the preparation of the project 
would, however, be the concerns ot the 
companies likely to provide the finance, 
interests of other st^e-holder, commit¬ 
ments by the borrowing agency to ensure 
cost recovery, legal and administrative 
restructuring for attracting private partici¬ 
pation, etc. The catena canvassed by the 
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12 II 

12 73 

Social infrastructure 33 98 31 29 

4105 

44.69 

.36 74 

36.85 

38..18 

38 48 

Public works 

35 12 32 91 

25.37 

23 26 

27.66 

26.23 

19.35 

1868 

Others 

12.95 16.90 

12 69 

12 88 

2192 

21.54 

29 96 

30 II 

Total expendiiure 

100.00 100.00 

100 00 

100 00 

100 00 

100 00 

10000 

100.00 
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cndit ntinf imtkMioM, thus, impoie 
certain kiod of financid penpeetive and 
ducipline on the local bodies. They also 
ensure that the project document assigns 
critical importance to cost recovery pa- 
tameters proposes appropriate h^al 
and admimstrative restructuring for its 
commercial viability. This wouldseriously 
restrict the choice of the projects for the 
local bodies. 

Assigning the responsibility of plan¬ 
ning to local bodies thus does not auto¬ 
matically enable them to prepare projects 
based on a development perspective for 
the town or region. Preparing a Master 
plan to answer the needs and aspirations 
ot local people in different social and 
income brackirts and then breaking it down 
to a set of meaningful projects is a dif¬ 
ferent exercise from that of identifying 
projects with high credit rating that would 
attract corporate investment. In an era, 
wherein obtaining funds for investment 
from private sector or capital market has 
become the critical factor, it is not surpris¬ 
ing that the exercises ot preparing gran¬ 
diose Master Plans lias been thoroughly 
discredited Indeed, the city level Master 
Plans in recent years have been referred 
more for violation than lor compliance 
since no fund is available for their imple¬ 
mentation. Given this emerging scenario 
in the nineties, the o|Xion ot going for 
project preparation in formal or informal 
consultation with the stake-holders through 
the intermediation of the financial insti¬ 
tutions, seems to be an easy way out This, 
the local governments in large cities would 
find hard to resist. 

Achieving the second objective of the 
amendment, i e, iiKieasing the resource 
availability at the local level, would also 
be an extremely doubtful proposition. In 
fact. It IS contingent on matenalisation of 
anumberof conditions. Willingness of the 
state government to devolve the powers 
of generating tax and non-tax revenues, 
that of local bodies to actually utilise these 
opportunibes, that of the people to make 
the tax and non-tax payments, etc. would 
be the critical factors. The dam available 
at the micro level are not adequate to 
.support the optimism that the am^ment 
wouldautomatically enhance theresouices 
of the local bodies. 

The amendment act simply proposes a 
schedule of functions and responsibilities 
to be assigned to the municif^ bodies by 
their stale governments. Tlw actual as¬ 
signment of the powers, however, remains 
with the state governments and the exist¬ 
ing practice of treating all municipal 
powers and functions as a concurrent 
subject, remains undisturbed (Dana 1999). 


Levying of new taxes and user-charges, 
revision of the old rates, etc, needs state 
governments' approval even after several 
years of the amendment. ImportaiMly, the 
act does not explicitly provide' tor a 
political executive in place of the admin¬ 
istrative head, presently being aK>ointed 
by the state government in the form of a 
commissioner. West Bengal has taken the 
initiative in having a new system wherein 
the chairman in council repliKes the stand¬ 
ing committees and administrative head 
being put to carry out the orders and 
heading the organisation. Unfortunately, 
no other stale has come forward to adopt 
this syrtem, despite the professed enthu¬ 
siasm for poliucal decentralisation. 

One may ask whether the SDOs, dis¬ 
cussed above, would open up an oppor¬ 
tunity for the cities to tap new resources. 
Understandably, this new credit instru¬ 
ment is more acceptable to the investors 
than any general bond issued by the local 
body as it insulates the latter from the 
general risk ot flnancial uncertainty, faced 
by the ts.sucr Its basic strength stems from 
the fact that every city would have certain 
areas or sectors wherein it is possible to 
identity commercially profitable projects. 
The city authonties would, however, have 
difnculiies in mobilising funds for these 
projects because of their overall financial 
situation. No investor would like to put 
in money in the hands of a local govern¬ 
ment. development authority or a board 
if it is struggling to find resources lor 
providing the salary to its staff or meeting 
the routine administrative expenditures. 
Nonetheless, these agencies can always 
idcniity a few revenue sources that are 
lucrative and buoyant. Escrowing the 
earnings from these lucrative sources can 
thus support the SDOs floated for 
mobilising funds for the commercially 
viable projects The SDOs, issued through 
the stale level financing iastitutions or 
.special purpose vehicles (SPVs), can be 
made further attractive fur the investors 
by providing certain tax benefits. The 
SDOs issued in recent years have also 
been backed up by committing a part of 
general revenues, including budgetary 
allocations along with state government 
guarantees. 

The three corporations of Ahmedabad, 
Bangalore and Vijaywada have success¬ 
fully floated SDOs that are secured by the 
cash flows from certain specific assets 
and/or sources of revenue. While 
Ahmedabad Municipal Corporation has 
escrowed the octroi revenues from speci¬ 
fied octroi nakas, Vijaywada Mumcipal 
Corporation has been ^iged to escrow 
the property tax and revenues from its 


comineiGial property. These two sources 
of revenues, i e, octroi and the property 
tax, account for a substantial propr^on 
of the revenue of the two corporations. 
The non-availabliity of these revenue 
souices for meeting routine expenditures 
can, at a future date, accentuate the finan- 
aal problems faced by these corporations. 
Far stnngent are the ctHiditions on the 
Bangalore City Corporation, which had to 
escrow a pan of the proceeds from prop¬ 
erty tax and state finance commission 
grants. In addiuon. it had to obtain guar¬ 
antee from the state government 

The case of Budget-G of the Mumbai 
Municipal Corporation presents an inter¬ 
esting case of disempowerment ol local 
bodies due to the obligations attached to 
certain borrowing. This utility budget 
concerning water supply and sewerage 
facilities is being maintained by the cor¬ 
poration on accrual basis while the other 
budgets of the corporation are maintained 
on cash basis. This is the pre-condition for 
getting the World Bank loan under the 
IDA (International Development Assis¬ 
tance) credit scheme [CARE 1997] Simi¬ 
lar separation of water supply and sew¬ 
erage budget from the general budget has 
been made for the Pune Municipal Cor- 
porauun as well [Mehta and Satyanaray ana 
19%]. One, thus, observes that receiving 
IDA credits places certain obligations that 
may considerably handicap the local bodies 
in undertaking capital and even current 
expenditure out of their own revenues. 

It may be argued that only a handful ot 
large cities with rea.sonably strong eco¬ 
nomic base would benefit from the 'op¬ 
portunity', opening up owing to the con¬ 
stitutional amendment. A tew of these 
cities would possibly be able to inuoduce 
certain new taxes, increase the rates ot the 
old ones and at the same time liberate 
themselves from the legislative and ad¬ 
ministrative controls of the state govern¬ 
ment. It .seems unlikely that the small and 
medium lovws would be able to benefit 
in a similar fashion Further, a handful of 
these cities would also raise resource.s by 
issuing bonds or SDOs or borrowings from 
intmiatioiial organisations. The issuance 
ot such credit instruments as also getting 
a hefty loan from a multiniUional agency 
would be contingent on the local bodies 
accepting stnngentconthtiunaltues. Given 
such strong demands of the capital market 
on the local bodies, there is no way ihai 
the small and the medium towns, with 
weak and unstable ecummiic base, would 
be able to raise funds through these 'in¬ 
novative debt instruments'. Consequently, 
the mobilisatiun'of funds from the capital 
market would accentuate the dispaniy in 
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terms ui per capita expenditure, and con¬ 
sequently the level of amenities across the 
si/c class ol urban centres 

'raking a holistic view, one is not very 
certain that the recent progianimcs of 
liberalisation, decentralisation and 
development of the capital market would 
lead toempowcimentoi local bodies. The 
assignment ol certain revenue channels to 
a separate fund, whose management is 
controlled by a financial institution or 
irustec, can become a sciious infringe¬ 
ment on the rights ot the liK'al bodies It 
may jeopardise tlieiroscrali financial situ¬ 
ation. in case the protect fails to geneiate 
ptoliis toi paying back the investors. I'iie 
recent developments in the capital market 
wiHjId, thus, while liberating the local 
agencies from the coiitrol of central and 
state government, place the* toimcr under 
more stringent conditionalities of liu.stees 
and commercial banks controlled by puie 
iiiarkcl logic The amendment, even when 
implementi'd tully, would sueeced in 
etnpowenng the civic hcHltes only in a 
limited way The tmancial powcis would 
shitt troin the state gosemincnis to tinaii- 
eial institutions, intuinational donors and 
sredil rating agencies who. through vari¬ 
ous innovative and complicated arrange¬ 
ments. would control the expenditure 
patlein ‘’They would .ilso be in a position 
to detemiine the type o( projects to be 
undenaken and in ceitain cases the iiian- 
agerncnl system ot the municipalities It 
would be extiemely imponani to inves 
ligate into the nalute ol the pioblems laced 
by the cities in handling then hudgeiaiy 
cuinings and cxpendituics alter accepting 
the leinis and conditions loi raising le- 
souices 

Finally, the iiiipac 1 1 >1 the ('onstitutional 
Amendment on mtra urban disparity is 
likely to he advcise. leading to .soeio- 
cconomic .segmentation ol large cities. 
Under the Caleuttu Municipal Corpora¬ 
tion Act 19X0, (lccctiiiali.sation has been 
aticnipicci by giving ceitum ps>wers to I.S 
huioughcoininiuces These boroughs have 
gcnetally lestricicd ihcncselvcs with .su- 
pci vision ol water, sewerage and samla- 
tioii taeilities, oigamsmg sports and drug 
dc-.iddtcUon camps and motivating the 
lesidcnis in local aftaiis. payment ot u.sei 
charges, etc I css than 5 per cent ot the 
municipal budget is reserved lor this 
purpose Tile uincndmenl. however, stipu¬ 
lates lhai the ward level committees aie 
to be constituted m all cities having more 
tli.in II .1 million (veople and that these will 
have the poweis to take decisions regard¬ 
ing the level and nature ol amenities, ba.scd 
on the capability and willingness of the 
re.sidcrits to pay Ahso. these will he as¬ 


signed statutorily ceitain part ot the 
municipal budget The slum populations 
in tlK heart of the large cities or their pen- 
phenes, with low at tordabitUy or willing¬ 
ness to pay. would understandably accept 
a low level of civic amenities. 'The elite 
colonies, on (he otiier hand, would be able 
to attract private entrepreneurs and even 
the subsidised government programmes 
for improving the quality of .services, based 
on thcircapacity to pay higheriLsercharges 
and political connections. This would 
accentuate (he disparity in the availability 
of basic amenities across the wards and 
between the city and the penphery 

VI 

Conclusions and Proposals for a 

Balanced Urban Infrastructural 
Development Strategy 

An attempt may he made here to 
.summarise the major tindings of the study 
and piopo.se a lew policy recommenda¬ 
tions with n'gaid to tinancing of inlra- 
structuie and ha.MC amenities in urban 
uicas The analy.sis tevcals that the level 
ol inequity in ihe provision ol basic ser¬ 
vices across (he slates and size categories 
ot urban centies are extremely high Tlie 
investments lor the development ot infra¬ 
structure and provision ot basic .services 
have not been spatiaiiy balanced during 
the pa.st tew decades More specirically. 
the stale governments and para statal 
institutions did not exhibit sensitivity in 
favour ot small and medium towns 
Unlorlunalcly, given the resource ciuneh 
in the economy, pri vali.sation, partnership 
arrangements and promotion of commu- 
mly-hased pro|c'ets have become the only 
options lor undertaking such investments. 
Planners and policy-makers have in recent 
years made a strong c'a.sc to make the para 
statal agencies js also tlic l(x.al govern¬ 
ments depend incieasingly on their inter¬ 
nal resoui CCS and institutional finance with 
the objective of “bringing in efficiency 
and accountability in their tunciioning" 
This changed perspective and a conse¬ 
quent decline in public investment would 
tuither accentuate the disparity in the levels 
ot amenities across (he states and size 
class of urban settlements. Furthermore, 
the ptHir ufc likely get priced out ol the 
vanous .schemes that arc being launched 
or stipulated within the private and joint 
sector The same is the case with public 
sector projects as well .since these have 
increasingly been made to depend on insti¬ 
tutional borrowings and capital market. 
All this would accentuate the gaps bet¬ 
ween rich and pool localities. 

In view ol this macro scenario, a case 
can be made ioi providing special assis¬ 


tance to the less developed states that are 
not in a position to allocate requisite funds 
to their urban centres for this purpose. 
Particularly, small and medium towns in 
these states need to be supported in finan¬ 
cing capital projects as their economic 
bases are not strong to mobilise adequate 
resources for the purpose. This would 
imply increasing the resources allocated 
for urban development, which was also 
recommended in the report of the National 
Commission on Urbanisation (1988). 
Ibcre must, however, be explicit stipula¬ 
tions in the urban sector schemes toeasure 
that most of this fund goes to small and 
medium towns and tor the provision ot 
basic services for the urban pour 
The .state governments should take the 
overall re.sponsibility of ensuring the basic 
amenities to all .sections ol population in 
ditlcrent size class ot urban centres, ir- 
tespccli VC of their income or at tordability. 
For this puipixse it would be important to 
set up the 'minimum standards' for the 
amenities in icalistic terms The govem- 
incnl may. however, tulfil this responsi¬ 
bility by engaging\ suppoilmg private 
organisations. NGOs and C'BOs or 
strengthening the local bodies 
Cunslitutronal amendment tor 
decentralisation ot finanviai powers is not 
sufficient fur augmenting resources ol the 
local bodies. This must be hacked up by 
actual devolution ut powers and lespon- 
sibilKics and their u.se by the municipal 
bodies The management capacities ut 
these bodies need to be sticngthened by 
giving mote technical personnel and train¬ 
ing the excsting staff 'They .should be able 
to otganisc their al lairs better, including 
mobilisation ot tax and non-tax resources. 
Manulactunng activities at the town level 
aic noted to exhibit a strong relationship 
with the availability ol infrastruciure and 
amenities One may, therefore, aigue that 
the provision ot these services in small 
urban .settlements, besides being a goal in 
itsell, would help in generating non-ag- 
ncullural employment and diversifying 
their economic base 
'The capacity of the state or local guvei n- 
ment to generate employment directly 
through anti-poverty programmes would 
remain limited The past experiences 
suggest that there has been considerable 
leakage in the self-employment pro¬ 
grammes Banks and other tmancial insti¬ 
tutions have been unwilling to give loans 
to the poor as the risk of non-recovery is 
very high Also, the assets created 
through wage employment programmes 
have not contributed significantly to the 
development potential or long-term in¬ 
come generating capacity of the poui.*' 
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ft is, therefore, recommended that the anti¬ 
poverty programmes should primarily be 
focus^ on provision of basic amenities. 

Most of the current anti-poverty pio- 
grammes envisage involvement ot local 
bodies, private agencies, non-govcmmen- 
tal organisations and coiiununitics The 
government fund cun-stituies only a part 
of the total resources, the remaining is 
expected to come from institutional 
sources, private entrepreneurs and the 
residents of the town or locality. This 
automatically creates a system wherein 
the agencies or people providing substan¬ 
tial funds enjoy a greater ‘say’ in design¬ 
ing the details of the project, delivery 
system, its exact location, etc The 
organisations providing loans, torcxaniplc. 
would have an interest in recovering their 
money in a short time For that they can 
dictate the terms in a manner that the 
onginal objectives of ihc programme get 
undcrniintH] Within this framework ol 
decentrali.sation, the urban poor who can 
contnbutc at best then labour and a small 
amount of money, would have very little 
say in the preparation oi implementation 
of the project It isthciefoic iiupoilant that 
a structure tor plan lorniulation and imple¬ 
mentation is created and kept relatively 
independent ol the financing system so 
that all the ‘stakeholders', including those 
financing the projccis, are obliged to func¬ 
tion within the framework or development 
plan Also, there should be proper moni¬ 
toring ol the scheme so that the ve,stcd 
interests at the local level do not corner 
a laigc part ol the benefits on the basis 
of their financial conti ibution in the project 

Efforts arc on to develop the capital 
market so that the para-statal and local 
level agencies can mobilise resources by 
issuing bonds and othei credit in.strunicnts 
An analysis of die anangements woikcd 
nut by financial intermediaries, including 
the credit rating institutions for tapping 
the capital market, reveals that the.se can 
severely rcstnet the functioning of these 
agencies and come in the way ot fulfilling 
their nonnal obligations. In several cases, 
the local bodies have been forced to pledge 
their regular earnings from octroi, grants 
from the state, etc, as a guarantee fur debt 
servicing. Importantly, the projects that 
are likely to be financed through such 
arrangements would be commercially 
viable so as to ensure profitability to the 
investors and other stake-holders The 
arrangements thus lead to a situation 
wherein the finances generated from the 
common people get e.<iciowed as a security 
for projects that arc likely to benefit better 
off sections of population or elite colo¬ 
nies. 


In case of eventuality of the projects 
failing to generate the desired rate of profit, 
a local body may be left with no funds 
even forgeneral administration since much 
of its revenue eainings will be diverted for 
paying the investors. It thus appears that 
the policy ol liberating the local govern¬ 
ments from the regulatory and legislative 
controls of the state has brought the former 
under the direct control of financial insti¬ 
tutions. This would be all very desirable 
from the devciupment of capital market 
but may nut answer the needs of basic 
amenities for the majority of urban pour 
ft would certainly be erroneous to depend 
on the capital maikct or the banking sector 
for fulfilling the social obligations ore''en 
designing a sliaicgy tor long-term eco¬ 
nomic development 

Institutional borrowings of the public 
agencies, involved in the provision of the 
amenities, at high rales of interest, reduc¬ 
tion in their grants trom government, etc, 
are likely to further erode then capacity 
to invest in backward states, smaller order 
towns, slums and low income areas 
Unfoitunatcly, much of the subsidised 
amenities, provided through the govern¬ 
mental programmes during the seventies 
and eighties, have gone to a few large 
cities and benefited mostly the high and 
middle income colonies. Ilicic is no way 
thatthe.sucancontinucinamorclibcraliscd 
regime of the nineties However, with¬ 
drawing government support and relegat¬ 
ing the provision of the services to the 
market would have adverse consequences 
tor regional inequality as also the micro 
en viionnient/health conditions within large 
cities. To counter these, new programmes 
must be designed to cover the entire urban 
hietarchy and all vuinciable sections of 
population Importantly, the capacity ot 
the small and medium towns in less de¬ 
veloped states us also the urban pixii to 
pay lor basic sei vices would remain low 
during the nest few years of structural 
adju.stmcm as the prospect ol an iiictca.se 
in their real income docs not seem very 
bright The programmes must therefore be 
specifically taigetcd and the subsidies 
should become explicit and transparent. 
The justification for all the.se must be 
sought in the loniCAt of a regional devel¬ 
opment plan 

Notes 

1 HouschuUs having water supplied Ihruugh 
a top, hand pump or tube well, situoied wilhin 
or outside ihcir prcinisc, are con.sidcn:d a.s 
having access to safe dnnking water faciliiy 

2 intereslingly, the trend in the percentage of 
households lesiding in pucca houses is similar 
- going up by 20 percentile point from 5121 
dunng I^Kt-KK (tKih and 44th niumis) hul 


registenng a nominal incicose of 2 8 points 
only dunng 1988-Vt (44th and 49th rounds) 
Fttithermon!, ihc percentage flguies reported 
in the 49th and S(Xh rounds are about the 
same 

3 The figures from Census and NS.S cannot be 
compaied straightaway One con nonetheless 
compare the trends observed Irom the two 
sources 

4 The Ninth Flan mnes that “concerted ettons 
will be made to enhance the capacity of the 
municipalities to badge the gap between their 
resourees and conimitiiients Fnvatisation 
of nciivities in the social service sectoi os well 
as projects with long ge.stutiun penod should 
be stimulated through Ihc fiscal route rothei 
than through direct subsidy*' (Planning 
Conimissiun 1997] 

5 This perspective has received supputi from 
tlie runsiiiuiional amendment and vonous 
stole government acts and ordinances that 
have been passed subsequently Mahanishlra 
ordinance no VII which amends the Bombay 
Municipal Corporolion Aci, Bom III of I88K. 
torexnmpic. siipiilalcs that "the cninmissioiicr 
nr as the ca.se may he, the Uencial Manager, 
shall write while submitting the budget 
esiimaies to llie .Standing Coiinniuee. a rrpun 
indicating wliethci the sc'rvicc's (pertaining to 
water, sewage disposal, scavenging, tnuispon 
and street lighting were) provided in tlie lu.st 
preceding yeai in a subsidised manner ond. 
li so, the extent ot the subsidy, the sounre 
lioiii which ihc subsidy was nici and tlw 
sections 01 eategones of local population who 
were ilic beneficiunes of such subsidy” The 
thrust ol ilie new system of goveinonce is 
thus, deccniralisalion, liaiisparcncy and 
reducliiin/targeting of subsidies and not 
increasing the population cuvciage. meeting 
the ininiiiiuin needs 

6 “Debt financing is not cfieciively managed 
mainly due to pool budget ing. accounting 
and financial iiianagenieni systems” 
INaiayanan 1999] 

7 “We obseive varied levels of capital 
expendituie in Ihesecorporotions, thesinicture 
and levels of which ore dcuniuned by the 
distribution of iunclioiis between slates and 
local governmeiils’ [Naiayanan 1999) 

8 It IS indc-ed vco suipnsmg lh.tt the i orporalion. 
despite not inaintauimg proper balance sheet 
ol assets and liabilities and not tallowing the 
system ot external auditing, en|uy a high 
laling in the capital market 

9 Madhaya Pi.idcsh goveiimicnt. tor example, 
has odimticd its iiiahility to provide c.scrow 
cover to only a few ol the proposed power 
piojects although a large number ot 
upplicoiions aie lying with them ^b^ unumu 
Timr^. August 1998) 

10 Tendulkar cl al (1993) have demonstrated 
that Ihc pool households at the lower end lend 
to receive less subsidy and credit than the 
avciage "They, thus, dismiss the official 
uptiinism of the sell employment programmes 
10 lilt the poor above the poveily line” 

11 “Healwes of ihc design ol the public works 
progromiiic results m ihe creation of assets 
with short durability, low productivity and 
litlic general development impact So that, 
by their vety nature these programmes can 
ollei only temporary income support They 
cannot lift the assisted households above 
poverty in a sustained manner'’ {Tendulkar 
et al 19971 
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ENTREPRENEURIAL POLICIES 
AND STRATEGIES 

The Innovator’s Choice 

MATHEW JMANIMALA 



This fresh and unusual study of the phenomenon of 
entrepreneurship focusing on the innovators’ heunstics 
IS based on first-hand observation, interviews, 
pubitshed case studies and an exhaustive iiterature 
survey it provides a novei theoreticai perspective on 
the strategies and policy orientations of new ventures, 
using an innovative research method which is an 
easy-to-use but scientifically rigorous version of the 
case sunrey method, synthesizing the benefits of 
qualitative and quantitative data This book will interest 
academics, practitioners and policy makers in the 
fields of entrepreneurship, economic development, 
management of innovation, industrial psych-ilogy, 
human resource development and organizational 
research methods. 
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REVITALIZING THE STATE 

A Menu of Options 

PRADIP N KHANDWALLA 

This important book probes the reasons for the almost 
universal decline of the contemporary state. It 
presents a number of options for revitalizing it so as to 
make tf)e state more responsive to the needs of the 
people. Pradip Khandwalla begins by outlining four 
principal models of the state that have gained 
currency in the twentieth century. He then proceeds to 
review some of the main reasons for the widespread 
failure of the state. On the other hand, he discusses 
some remarkable success stories mainly from 
Commonwealth and East Asian nations. Written with 
scholarship, clarity and insight, this book wili be of 
immense value to political exacutives. legialators, 
bureaucrats and schoiars in the fields of public 
administration, governance, political science and 
organizationai studies. 

1999 a 308 pages 

Ra 395 (doth) e Ra 250 (paper) 
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Residual Illiteracy and Uneven Development - n 

Literacy and Development Characteristics 

Denzil Saldanha 

Literacy campaigns in India have found resistance from two regions - the urban areas of relatively high 
literacy and the rural areas within underdeveloped regions. This study analyses statistical data to understand 
residual illiteracy in the context of uneven development. It is published in three parts. 

The first part analyses the distribution of literacy across states and union territories of India and edso 
across districts, and studies Maharashtra and Goa in depth. This part studies literacy in the context of 
socio-demographic, health, socw economic and educational characteristics. The last part reviews the trends 
in literacy campaigns - their successes, problems and strategies, and presents theoretical generalisation 
relevant to basic educational interventions in the context of uneven development. 


Literacy and Development - India 

THE purpose of this section and the fol¬ 
lowing is not to esudilish cause-elTect re¬ 
lations nor to identify variables in rela¬ 
tions of independence and dependence. 
The objective is to uncover the structured 
articulation of literacy with socio-demo¬ 
graphic, health, socio-economic and edu¬ 
cational characteristics within categorised 
states/districts located in a larger context 
of uneven development Basic statistics 
such as means, rank order and correlations 
have been applied to the data in order to 
elaborate the nature of relations Dau have 
been sought from various sources to ap¬ 
proximate as closely as possible in time 
to the 1991 census data for literacy, for 
greater comparability. They are presented 
with some reservations as regards the au¬ 
thenticity ol data with respect to particular 
states and sources. However, one is of the 
view that the overall picture does indicate 
certain valid trends that have important 
implications for a differentiated strategy 
of intervention in the sphere of basic 
education in a manner appropnate to 
regional context. 

Table 14 presents the states rank or¬ 
dered according to literacy rates with data 
for some socio-demographic indicators. 
The national level dec,Klal growth rate of 
population was 23.6 per cent for 1981-91. 
The high literacy states have the highest 
mean decadal growth rate (33.3 per cent), 
thanks to their highest mean rate of 
urbanisation (43.1 per cent) and their 
highest mean dmsity of population (570) 
as compared to the medium and low lit¬ 
eracy states. Kerala and Goa appear to be 
the only states^nion territories within the 
high literacy category that go consistently 
against the trend of population growth 
accompanied by high urbanisation. Delhi 
in contrast with a SO 6 per cent decadal 


growth rate, 89.9 per cent urbanisation 
and an index of population density of 
6,352, IS consistently the highest as re¬ 
gards the.se indicators within this belt. It 
is noteworthy that Nagaland in the medium 
literacy category and Arunachal Pradesh 
in the low. .stand out as states within the 
north-eastern region of the country with 
relatively high decadal growth rates of 
population hut with low ratios of 
urbanisation and population density. This 
phenomenon cannot be explained by birth 
rates, as will be seen from Table 14, but 
perhaps by the process of in-migration. 
The low literacy stales have a higher mean 
decadal growth rate of population than the 
medium literacy ones, despite a lower 
degree of urbanisation and density ol 
population, apparently because of less 
success with family health care measures. 

The sex ratio in the low literacy states 
is the least (913), in sharp contrast to that 
in the high literacy states (975), indicating 
that literacy interventions need to he highly 
sensitive to the status of women especially 
in these regions, both tor reaiwns ol equity 
and pragmatic organisation. In contrast 
stands Kerala with the highest sex latio 
of 1,040 and the highest literacy rate of 
89.8 per cent The states with a tribal 
concentration in the north-cast generally 
fall in the medium literacy rate caicgor.’ 
exccptforMi/oramand Arunachal Pradesh 
which are in the high and low literacy 
categories, respectively. Punjab, Himachal 
Pradesh, West Bengal and Haryana are 
major states in the medium literacy cate¬ 
gory with high concentrations of SCs. but 
with relatively high SC literacy rates (41.1 
per cent, 53.2 per cent, 42.2 per cent and 
39.2 per cent, respectively) as compared 
to the national mean literacy rate for SCs 
(37.4 per cent) In contrast, in the low 
literacy states of MadhyaPradesh, Andhra 
Pradesh. Uttar Pradesh, Rajasthan and 
Bihar-with concentrations of SC ranging 


from 21 per cent to 14 5 per cent and their 
literacy rates ranging from 35.1 per cent 
to 19 5 per cent - the socio-economically 
deprived status of the SCs has itinfiwced 
educational di.sadvantage. On an average, 
a quarter of the population in the low 
literacy stales belongs to the deprived 
community of SC aiul ST. as compared 
to 14 2 per cent in the high btency ones. 

A relation between literacy and health 
characlesistics is indicated in Table 15. 
Kerala, and the high literacy stales in 
general, arc better endowed with access 
to health facilities, going by the numbei 
of beds and doctors per lakh of population, 
as compared to the medium and low lit¬ 
eracy states. The exceptions to this general 
trend with respect to the bw availability 
of doctors arc the state,s of Karnataka, 
Maharashtra and 'We.M Bengal in the 
medium literacy category, and Andhra 
Pradesh in the low one Uttar Pradesh u 
the most deprived as regards health per¬ 
sonnel on the basis of available data. The 
consequences of the lack of infrasiractiire 
on other health indicators are evident: the 
low literacy stales have the lughesi mean 
infant mortality rate of 86, the highest 
overall crude death rate ot 11.4, as well 
as the highest mean biidt rale of 3Z2. as 
compared to the national avenges of 80 
9 8 and 29.5, respectively. As regards the 
la.st two indicators, where adequam datt 
for states and union territories in the higf 
literacy category are available, the situa¬ 
tion here appears to be the moat heeithy 
As compared to the 70.8 expectation oi 
life at birth in Kerala, the mean expecta¬ 
tion in the medium and low literacy staiet 
IS 60.4 and SS.8. respectively. The ttagii 
situation ot the low literacy states is in¬ 
dicated by the fact that all these states 
with the exception of Andhra Pradesh 
have birth and death rates higher than thi 
national average and expectations of lift 
at birth lower than that of the country. Dm 
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largest sMtc, Uttar Pradesh, has, on the 
basis of available evidence, the lowest 
(52) expectation of life at biith and the 
least number of doctors per lakh of popu- 
labon in the country, and ironically, close 
to the highest binh rate as compared to 
other states When one considers that this 
state has a literacy rale ot 41.6 per cent 
that IS the fourth lowest and about one* 
fifth ol the non-literalcs of the countiy, 
then the close relation between baste 
education and health siatu.s within a con¬ 
text of undenlcvelopinent becomes evi¬ 


dent The situation ofOiissa, at the lowest 
end of the medium literacy states, and of 
the other .states in the low literacy northern 
belt - Madhya Pradesh, Rajasthan and 
Bihar - is not far different, except for 
minor inconsistencies in rank order. 

One of the .sharpest indicators of uneven 
development in the country is perhaps the 
‘relative index of development’ formu¬ 
lated by the Centre for Monitoring Indian 
Economy.‘ Table 16 presents the relation¬ 
ship between this and other socio¬ 
economic indicators with literacy. With 


100 as the mean and 470 index points as 
a national level range of variation, one 
observes a sharp decrease in mean indices 
of development from 167 for the high 
literacy states, to 96 tor the medium and 
only 73 for the low literacy states The 
mean literacy rates tor these categories of 
states are 8S 5 per cent, 59.1 per cent and 
41.S per cent, respectively Chandigarh 
(513) in the zone of residual illiteracy and 
Bihar (43) at the bottom of the mass 
illiteracy zone provide the extremes of 
variation Punjab demonstrates (he highest 


Tabls 14 India (SiAiis AND UTv) l,n[RA( v and Socio-DEMDGiiAPHir CiiAKAc-aRisrics 


SN Slates/UTs 

(1) (2) 

Literacy Decadal Crowih 
Rate 7+ Rate of Popu- 

Age laiion 

1991 1981-91 

(3) (4) 

,Sex 

Ratio 

1991 

(5) 

Per Cent of 
Urbani¬ 
sation 
1991 
(6, 

Density 
of Popu¬ 
lation 
1991 
(7) 

Per Cent of 
SC. ST 
Population 
1991 
(8) 

Per Cent of 
.SC Popu¬ 
lation 
1991 
(9) 

Per Cent ot 
ST Popu¬ 
lation 
1991 
(10) 

Mean ot 
ol Total 
Ranks 

(11) 

High Literacy Rate Stales (70 per cent •») 
1 Kerala 89 8 

14 1 

1.040 

26/4 

7a 8 

11 0 

99 

1 I 

6 

2 Miroram 

82 3 

39 0 

924 

46 1 

32 

94 9 

0 I 

94 8 

20 

3 Lakshadweep 

81 8 

28 4 

944 

.56 3 

1615 

93 2 

- 

93 2 

7 

4 Chandigarh 

77 8 

41 9 

793 

89 7 

5631 

16 5 

16 5 

0 

3 

5 Coa 

75 5 

16 0 

969 

41 0 

315 

? 1 

2 1 

0 1 

5 

6 Delhi 

75 3 

50 6 

830 

89 9 

6352 

19 1 

19 1 


2 

7 Pondicheny 

74 7 

33 5 

980 

64 0 

l(>4l 

16 3 

16 3 

- 

4 

8 A and N Islands 

73 0 

47 9 

820 

26 7 

.34 

9 5 

- 

9 5 

13 

9 Daman and Dtu 

71 2 

28 4 

972 

46 8 

907 

154 

36 

II 5 

1 

Mean 

85 5 

33 3 

975 

43 1 

570 

14 2 

II 7 

25 

68 

Range 

18 6 

36 5 

247 

63 5 

6320 

92 8 

19 0 

94 8 


Medium Literacy Rate States (4S-69 per cent) 

1U Mahorashiia 64 9 25 4 

935 

38 7 

256 

20 4 

II 1 

9 3 

9 

11 Himachal Pradesh 

63 9 

19 4 

996 

87 

93 

29 6 

25 1 

42 

29 

12 Tamil Nadu 

62 7 

149 

972 

34 2 

429 

20 2 

19 2 

1 0 

8 

13 Nagaland 

61 7 

56 9 

890 

17 2 

72 

87 7 


87 7 

27 5 

14 Cujarat 

61 3 

20 8 

936 

.34 5 

210 

22 3 

74 

149 

16 

IS Tnpura 

60 4 

33 7 

946 

15 3 

262 

47 I 

16 4 

31 0 

17 

16 Manipur 

.59 9 

28 6 

961 

27 5 

82 

36 4 

2 0 

34 4 

14 

17 Punjab 

.58 5 

20.3 

888 

29 6 

402 

28 3 

28 3 

- 

19 

18 West Bengal 

<7 7 

24 6 

917 

27 5 

767 

29 2 

23 6 

56 

12 

19 Sikkim 

56 9 

28 2 

878 

9 1 

57 

28 .3 

59 

22 4 

30 

2U Karnataka 

.56 0 

20 7 

961 

30 9 

235 

20 6 

16 4 

43 

II 

21 Haryana 

.5.5 9 

26.3 

874 

24 6 

372 

19 7 

19 8 

- 

15 

22 Assam 

.52 9 

236 

925 

II 1 

285 

20 2 

74 

12 8 

21 

23 Meghalaya 

49 1 

31 8 

947 

18 6 

79 

86 0 

05 

85 5 

27 5 

24 Onssa 

49 1 

19 5 

972 

134 

203 

38 4 

162 

22 2 

25 

Mean 

59 1 

26 3 

9.37 

29 3 

285 

24 8 

15 9 

87 

187 

Range 

15 8 

42 0 

122 

30 0 

710 

68 0 

28 .3 

87 7 


Low Literacy Rate States (0-44 per cent) 
2S Madhya Pradesh 44 2 

26 8 

932 

23 2 

149 

37 8 

14 5 

2.3 3 

24 

26 Andhra Pradesh 

44 1 

23 9 

973 

26 9 

241 

22 2 

15 9 

63 

10 

27 Anmochal Pradesh 

41 6 

35 9 

861 

12 8 

10 

64 I 

0 5 

6.3 7 

31 

28 Uttar Prmlesh 

41 6 

25 4 

881 

19 8 

472 

21 3 

21 0 

02 

18 

29 D and N Haveli 

40 7 

3.3 5 

953 

8 5 

282 

81 0 

20 

79 0 

22 

30 Ratatthan 

38 6 

28 1 

.13 

22 9 

129 

29 7 

17 3 

124 

26 

31 Bihar 

38 5 

23 5 

9i; 

13 1 

496 

22 2 

14 6 

77 

23 

Mean 

41 5 

28 2 

913 

20 4 

250 

25 3 

17 3 

8 I 

22 0 

Range 

57 

124 

112 

184 

486 

.58 8 

20 5 

n 8 


Indian Mean 

.52 2 

23 6 

929 

25 7 

273 

24 6 

16 5 

8 1 

16 0 

Range 

5J 3 

42 8 

247 

81 2 

6.342 

92 8 

28 2 

94 8 



Woles' (I) Col 4 Means oi high, medium and low liicracy cotegi'nes arc calculated using available pnipomonnie data instead of actual figures 
(2) Cols 9-10 have not been taken fur ranking correlation in this and a following uble. since they are included m column 8 
Soane Col NIAE. Smntual Dalabase lot Liieran. 1991, Vol II, New Delhi, 1993. based on Census data 
Cols4-.5 JoU; (199:) 

Cols 6-7 Crntie lor Monitoniig Indian Etonoiny, Prolilet n/ Disiruti, Bomboy, November 1993 

Cols 8-10 Based on Census of India 1991, Final Fopulaiion Totals, India, Vol II, Senes I, Pape.' I of 1992 
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index of development (199) within the 
zone of tnnsilional illiteracy. Kerala, in 
a manner comparable with its per capita 
income (S,06S), has a depressed index of 
117. A signiflcuit feature of this relative 
index is the consistently low indices ol 
development for all the seven ‘peripheral’ 
north-easton states, a region of extraction 
of natural resources and exploitation of 
economic surplus for the dominant ‘cen¬ 
tral’ states, irrespective of the fact that 
except for Aninachal Pradesh all these 
states may he found in the medium or high 
literacy categories. Tlie spread of educa- 

Tami LS 


tion through Christian influence explains 
the latter phenomenon. Per capita incomes 
at current pnees in 1992-93 closely follow 
the contours of the foregoing economic 
scenano. with Rs 8,S8I being the mean 
for the high, and Rs 6.S25 and Rs 4,913 
being the means for the medium and low 
litnacy states, respectively. The national 
mean was Rs 6,249. All the states in the 
low literacy /one fall below this level, 
with the exception of Aninachal Pradesh 
in the north-east 

The percentage of landless agncultural 
labourers to total main workers provides 

DIA (SlATSS AND IITS). LIUKACY AND HEALTH CH/ 


some indication of the pressure on land ^ 
resulting from dependence on agriculture ^ 
and of the inequity of production relation: 
resulting from land distnbution. The low 
literacy states have the highest proportion 
ofthelandless(26 9percent), with Andhra 
Pradesh and Bihar in the forefront of 
skewed land distribution. In addition. 
Pondicherry in the high literacy belt; and ^ 
Karnataka, Orissa and Maharashtra in the f 
medium are states tliai have proportions I 
ol the landless agncultural labourers ; 
mam workers that are higher than the I 
mean foi the country (26 1 percent) That I 


SN StatesAJTs 

1) (2) 

Literacy 
Rate 7-1- 
Age 

1991 

(3) 

No of Beds/ Infant Moitality 
Lakh Popu- Rate/1,OCX) 

lation Population 

1990-91 1990 91 

(4) (5) 

Crude Death 
Raie/l.fXXi 
Population 
1991 
(6) 

Birih 

Rate 

1991 

(7) 

Expectation 
of Lite m 
Both 
1988-91 
(8) 

No oi 

Ductois/Lakh 

Population 

1987 

19) 

Mean of! 
of Total { 
Ranks J 

(10) ] 

J 

1 

i 

k 

High Literary Rate Stales (70 per cent -f) 






1 

: ( 

' t 

1 Kerala 

89 8 

262 

17 

6 0 

18 .3 

70 8 

54 3 

2 . 


2 Mizoram 

82 3 

164 






7 i 


3 Lakshadweep 

81 8 

135 


47 

27 1 



10 

• 

4 Chandigarh 

77 8 

2.34 


46 

13 9 



1 


S Goa 

75 5 

297 


75 

16 8 



.3 


6 Delhi 

75 3 

197 


63 

24 7 



9 


7 Pondicherry 

74 7 

.323 


66 

192 



45 

1 

K A and N Islands 

73 0 

266 


58 

20 0 



45 i 

|! 

9 Daman and Diu 

71 2 

148 


9.0 

27 9 



21 l! 

Mean 

8.5 5 

225 


63 

21 0 



69 ' 

!! 

Range 

18 6 

188 


44 

10 8 



1 

1] 

Medium Literacy Rate States (45-69 per cent) 







!i 

10 Maharashtra 

64 9 

141 

60 

82 

26 2 

63 1 

58 2 

8 


11 Himachal Pradesh 

63 9 

74 

75 

89 

28 5 

60 4 


20 


12 Tamil Nadu 

62 7 

87 

57 

8 8 

20 8 

60 8 

144 

1.3 5 


13 Nagaland 

61 7 

92 


3 3 

18 5 



6 


14 Gujarat 

61 3 

1.32 

69 

8 5 

27 5 

59 9 

124 

17 


15 Tnpuro 

60 4 

56 


76 

34 4 



27 

■ i 

16 Manipur 

.59 9 

80 


54 

201 



II 

* 

17 Punjab 

58 5 

74 

51 

78 

27 7 

65 5 

19 5 

135 

1 . 

18 West Bengal 

.57 7 

82 

70 

8.3 

27 0 

59 8 

47 5 

16 

' ‘ 

19 Sikkim 

56 9 

129 


75 

22 5 



12 

1 1 

20 Karnatakn 

56 0 

8.3 

77 

9 0 

26 9 

62 7 

62 4 

15 

I 

4 

21 Haryana 

55 9 

4.3 

68 

82 

33 1 

60 3 

17 6 

19 


22 Assam 

52 9 

57 

81 

II 5 

3') 9 

55 5 

14 6 

23 

4 

23 Meghalaya 

49 1 

92 


8 8 

32 4 



26 ' 

i 

24 Onssa 

49 1 

46 

126 

12 8 

28 8 

56 2 

149 

24 


Mean 

59 1 

85 

71 

8 3 

76 6 

60 4 

29 1 

16 7 

1 

Range 

15 8 

98 

73 

9 5 

124 

10 0 

45 8 


{ 

Low Literacy Rate States (0-44 per cent) 









25 Madhya Pradesh 

44 2 

38 

122 

1.3 8 

.35 8 

55 5 

14 1 

30 

i 

26 Andhra Pradesh 

44 1 

64 

7.3 

97 

26 0 

60 6 

49 9 

18 

* 

« ; 

27 Arunachul Pradesh 

41 6 

127. 


1.3 5 

30 9 



28 5 


28 Utiar Proilesh 

41 6 

.34 

93 

II .3 

35 7 

.52 0 

60 

28 5 

I * 

29 D and N Havcii 

407 

45 


114 

31 1 



31 

. 

30 Rajasthan 

38 6 

4t 

77 

10 1 

.35 0 

5.3 5 

28 1 

25 


31 Bihar 

38 5 

33 

69 

9 8 

30 7 

57 6 

21 1 

22 

1 

1 

Mean 

41 5 

55 

86 

114 

.32 2 

55 8 

23 8 

26 1 

! 

Range 

57 

94 

53 

38 

98 

86 

4.3 9 



Indian Mean 

32 2 

119 

80 

98 

29 5 

.58 6 

42 0 

16 0 

* 

Range 

51.3 

290 

10 5 

21 9 

18 8 

56 4 





Note. Cols 4-9 

Source Col 3 

Col 4 • 

Cols 3-6 
Cols 7-9. 
ColK 


Means for high, medium and low literacy rale categories and for India col 4 are calculated using available ptopoitionute data instead * 
of actual figures j 

NIAE Sittiisucal Database far Uteraiy, 1991, Vol II, New Delhi, 1993. bused on Census data j 

Direciorate General of Health Services, Heatih Information of India 1992, New Delhi. 1993 ■ 

Regisiur General, India, Ministry of Home Atfairs, Sample Registrattm Bulletin, Vol XXVII. No I. New Delhi. 1993 ) 

Based on Poundolion for Rewarch in Health Systems. Health Monitor Vol I. No I, Pune. March 1993 \ 

EPW Research Foundation (1994) 
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he underdevelopment of the north-ciA- 
!fn states has less to do with internal 
Moduenon relations in afnculture than 
with an external siphc«i«g off of surplus 
s suggested by the generally low propor- 
ion of the landless in a region highly 
lependent on agricuhun and forestry. In 
:ontrast with Kerala in the high literacy 
selt with 17.0 per cent of its popuiatiaa 
reported to fall below the poverty line in 
1987*88. the mediuni Kteracy stales in 
general have 23 6 per cent and die low 
literacy ones as hi^ as 33.7 per cent of 
their population on the average in the 
category oftheimpovenshed.The national 
mean for those below i he poverty liiK was 
29.9 per cent. On the basis of available 
data one finds that all the states in the low 
literacy category, with the exception of 
Rajasthan, have proportions ot their popu¬ 
lation below the poverty line that are higher 
than the national average Onssa (44.7 per 
cent), Tamil Nadu (32.8 per cent) and 
Karnataka (32.1 per cuM) Hi the m^ium 
literacy category are other states that face 
high levels ot stark poverty. A contrasting 
positive scenario is lound in Punjab (7.2 
percent). Himachal Pradesh (9.2 percent) 
and Haryana (11.6 per cent), regions of 
agricultural and agro-industrial prosperity 
falling m the medium literacy category of 
states. It appears that it would be near 
impossible to confront mass illiteracy in 
the low liteiacy states without at the same 
time engaging tn land reforms and in¬ 
come generation measures; just as func¬ 
tionality towards productive employment 
would greatly facilitate basic educational 
interventions in regions of residual illit¬ 
eracy within medium and high literacy 
states. 

Literacy, in particular adult literacy, 
and pnmary education have what might 
be called a symbiotic relation within the 
sphere of basic education. Table 17 pre¬ 
sents the nature of tins relation for the 
Indian states When seen in terms of 
primary schools per I .(X)0 population, it 
IS not surprising that the high literacy 
states - generally the most urbanised, 
densely populated and having the highest 
decadalgrowth rates of popuIttKMi-should 
also have the lowest mean ratio (0.3), even 
lower than the low literacy states and the 
medium literacy ones (0.7). In fact the 
sparsely populated north-eastern states 
have generally a high ratio of schools per 
population, in all cases higher than the 
national mean with Meghalaya (2.3) head¬ 
ing the ranking of stales. However, these 
schools are highly dispersed when seen 
as a rauo of geographical area. Delhi has 
the highest such proportion (S.6 per five 
sq kms) within the country. The high 


literacy sialM are the best a t ie w ed with 
respect to percentage of mined teachers 
(91.3 per cent) and the mean percereage 
of bis^etaty expenditure on education in 
1989-M on revenue account (21.8 per 
cent). CSiandigarh and DeHn m the high 
lileracy belt, and Tamil Nadu, Gujarat, 
Haryana and surpnsingly Orissa in the 


merliuni Uteracy zone report a total cov* 
erapB of mined teadien. The states (tf the 
north-east ate mow modest in this claim 
and perhape more accurate. 

Tim the beak edncatkinai problems of 
the low liireacy states might have leu to 
do with the availability of schooling facil¬ 
ities but rather the quality of these assets 


Tails 16 Iwna (States and UTs.) LimACv and Socn EroNUMC QuiAcniusiia 


SN 

States/UTs 

Liteiacy 

Relative 

Per Cop 

VerCeni 

Percent 

Mean of 



Rale 

Index ot 

Inc in 

below 

Landlem 

Total 



74 Age Developmem C'uncni 

Poverty 

Agncultuie 

Rmiks 





Prices 

Lme 

Labouien/ 
Toi^ Main 








Workers 




1991 

1991 

1992-93 

1987-88 

1991 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7> 

(8) 

Hieb Literacy Rate States (79 per ccal-i-) 





1 

Ksrsla 

89.8 

117 

5065 

17 0 

25 5 

IS 

2 

Mizoram 

82 3 

54 



34 

24 

3 

Lakshadweep 

SI 8 

88 




21 

4 

Chandicarh 

77 8 

513 



09 

2 

5 

Goa 

75 5 

222 

10128 


9 1 

3 

6 

Delhi, 

75 3 


11650 


08 

! . 

7 

Pondicherry 

74 7 

136 

9314 


294 

12 

8 

A and N Islands 

73 0 

98 

6751 


3 1 

6 

9 

Daman and Oiu 

71 2 

110 




10 


Mean 

85 5 

167 

8581 


18 1 

10 4 


Range 

186 

459 

6585 


28 6 



Medium Liteiacy Rale Stales (45*69 per ccnl) 


to Maharashtra 

649 

164 

9270 

29 2 

26 8 

9 

11 Himachal Pradesh 

63 9 

75 

5355 

92 

.3 3 

8 

12 Tamil Nadu 

62 7 

135 

6205 

32 8 

136 

It 

13 Nagaland 

61 7 

55 

5863 


1 4 

16 

14 Gujarat 

6i 3 

114 

7586 

184 

22 9 

7 

15 Tnpuia 

604 

55 



23 4 

29 5 

16 Manipur 

59.9 

.55 

4180 


66 

27 

17 Punjab 

.58.5 

199 

10857 

72 

23 8 

4 

18 West Bengal 

57 7 

97 

5901 

27 6 

24 6 

18 

19 Sikkim 

56 9 

73 

5416 


79 

19 

20 Karnataka 

56.0 

117 

6.313 

32 1 

28 9 

»7 

21 Haryana 

.55 9 

136 

9609 

116 

19 0 

5 

22 Assam 

52 9 

54 

5056 

22 8 

12 1 

23 

23 Meghalaya 

49 1 

54 

5769 


12 4 

28 

24 Onssa 

49 1 

63 

3963 

447 

28 7 

29 5 

Mean 

59 1 

96 

6525 

23 6 

26 0 

16 7 

Range 

13 8 

145 

6894 

37 5 

27 5 



Law Literacy Hate Siatca (Oted per cent) 


25 Madhya Pradesh 

442 

73 

4725 

36 7 

23 V 

26 

26 Andhra Pradesh 

44 1 

99 

5802 

31 7 

409 

22 

27 Aninachol Pradesh 

41 6 

66 

6359 


5 1 

13 

28 Uttar Pradesh 

41 6 

72 

4280 

35 1 

18 9 

25 

29 DandNHavefa 

407 

90 



98 

14 

30 Rajasthan 

38.6 

69 

5035 

24 4 

10.0 

20 

31 Bihar 

38.5 

43 

3280 

408 

37 1 

31 

Mean 

41.5 

73 

4913 

33 7 

269 

21.6 

Range 

.5 7 

56 

3079 

16 4 

35 8 


India Mean 

52 2 

too 

6249 

29 9 

26 1 

160 

Range 

51 3 

470 

8370 

37 5 

39 3 



Nou Cots 44 Mcaat of high, medium sad low iiieracyoiief ones iwdliMlu ^ Sale calcttiaied 
auog available prapoiticMiate dau lawead of actual figuieE 
Smret Col 3 NIaI^ Skuuacul DuttUmeJor Latmcy, 1991, Vol. II, New DcUu, 1993, based 
aa Ceaws data. 

Col 4: Cenue Cor MaaHonag ladma Bcamom]i,FrtifilesafDiMtHca, Bombay. November 
1993 

Col 5 The Times Imbu, October 21.1994. 

Cols 6-7: Ceeur for Mooilanag Irnfasn Ecoaomy. Baric Suuieucs Rekumg to States at 
Imlla, Bombay. Sepieaiber 1994 
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-oitarmsol'iaMBriilaiidliiifiHwiesoiiices 
and the mbit of psd^ofical pnctices- 
is suggested Iqr the tact that at least as 
regards the ficsi two of the above- 
neodoiied iadicaton (schooh per givea 
area and trained teachers), they hue at 
wen as or better than the medhtm Ihcracy 
states. A schooling push factor reinforced 
by survival strategies of households in the 


bee of depressed aocio-ecanomic condi¬ 
tions appear to explain the sttuaiion of 
basic elation in (he low literacy states. 
Consider, fbrexaapie. that the se stat e sare 
repotted to have the highest mean number 
of studems in primary achool per teacher 
(4t). Andhra Pndesh with S3 studeats per 
teacher and Uttar Pradesh wMi SI head 
the hat. The resuk is crowded chnsrooim 


and imikigr^ teaching; die lowest 
enrolments in primaiy schools per 1.00| 
population (I0S.9); the lowest aveti|| 
gross enrolment ratio for the age grou; 
conesponding to classes I-S (93.7 pd 
cem); and the lugheat drop-out (drive o^ 
ratio for these classes (53.6 per cem 
more than half the imtial eni^meat ^ 
class 1. ■ 


Tam 17; Inma {StA-m and UTS); UnuMCV ambBbucathmm. CiMaAcnnnKs 


SN Stales/ 
UTs 


Literacy 

Rate 

74-Age 


(I) (2) 


No of 
Primuy 
Schools/ 
1,000 
Popuialtoa 


1990-91 

(4) 


Noor Noof 
PiMwty Stodeat* 
Schools ia Fnimry 
SSqKm Schoela/ 
Ttsedwr 


1990-91 1990-91 

(. 1 ) ( 6 ) 


NrCeat PerCaal 
ofTrataed of Budfct- 
Tcacheis ary Espea- 
m Praanry ditaR on 
Sckoolt Bdacatioa 
(Reveaae 
Accooat) 
1990-91 l9t9-90 

(7) (8) 


Noof 
Enrolments 
ia Pninary 
Schools/ 
1.000 
Population 

1990-91 

(9) 


Drop-ow Enrolment 


1989-90 

( 10 ) 


Higb Literacy Rate States 

(TB per 60111 +) 









J 

1 Kerala 

89 8 

02 

09 

32 

960 

25 3 

108 4 

-^2 

102 5 

. fo! 

2 Mizoram 

82.3 

1 6 

03 

28 

49 3 

13.8 

175 4 

49 2 

149 8 

I5i 

3 Lakshadweep 

81 8 

04 

30 

31 

960 

13.3 

1614 

65 

139 1 

3: 

4 Chandigarh 

77 8 

01 

24 

21 

1000 

121 8 

77 3 

-69 

606 

14' 

5 Goa 

75..S 

09 

1 3 

21 

940 

424 

116 1 

1 4 

102 9 

1] 

6 Delhi 

75 3 

0.2 

.5 6 

31 

1000 

27 4 

97 7 

22 5 

902 

8.5 

7 Pondicherry 

74 7 

04 

35 

26 

94 0 

19 2 

130 8 

-46 

141 8 

2 ! 

8 A and N Islands 

73 0 

07 

0 1 

21 

95 0 

II 4 

141.9 

15 3 

93 2 

I9| 

9 Daman and Diu 

71 2 

05 


35 

97 0 


963 



25 Sj 

Mean 

8.S5 

03 

08 

31 

91 3 

21 8 

197 6 

99 

1100 

11.6| 

Range 

186 

1 5 

5 3 

14 

507 

1 0 

98 1 

56 1 

89 2 

I 

Medium Literacy Rate Slates (45-«9 per cent) 









! 

( 

10 Maharashtra 

649 

05 

06 

59 

93 0 

182 

127 0 

37 0 

123 2 

21 ! 

11 Himachal Pradesh 

63 9 

1 5 

07 

41 

94.2 

19 7 

135 0 

30 1 

117.2 

IP 

12 Tamil Nadu 

62 7 

05 

1 2 

45 

1000 

21 2 

1590 

21 0 

134 0 

4 , 

13 Nagaland 

61 7 

1 1 

04 

22 

SO 1 

134 

120 2 

27.9 

106 3 

20’ 

14 Gujarat 

61 3 

03 

03 

36 

1000 

20 9 

137 5 

41 7 

122 8 

17' 

IS Tnpun 

604 

08 

10 

27 

295 

22 1 

145 9 

59 3 

137 6 

ss; 

16 Manipur 

59 9 

1 8 

07 

18 

53.0 

21 4 

1440 

69 8 

112 3 

55 : 

17 Punjab 

38 S 

06 

1 2 

39 

994 

21 8 

101 5 

51 5 

95 8 

I8j 

18 VTesi Bengal 

.57 7 

07 

29 

41 

680 

26 0 

136 2 

65 7 

125 8 

II 

19 Sikkim 

.56 9 

1 3 

04 

15 

504 

18 3 

178 4 

57 6 

122 7 

II 

20 Karnataka 

.56 0 

05 

06 

46 

93 7 

21 7 

126 3 

45 7 

108 0 

23 5 

21 Haryana 

55 9 

03 

06 

45 

100 0 

16 5 

102 6 

28 2 

85 6 

30 

22 Assam 

52 9 

1 3 

■ 8 

40 

640 

20 4 

1.58 4 

55 7 

1118 

8 5 

23 Meghalaya 

49 1 

2 3 

09 

35 

42 0 

19 4 

1.57 0 

27 7 

106 0 

13 

24 Onssa 

49 1 

1.3 

1 3 

35 

100.0 

21 4 

114 3 

SI 5 

102 5 

7 

Mean 

591 

07 

09 

40 

75 8 

187 

130 1 

43 4 

1139 

13.7 

Range 

15 8 

2.0 

26 

28 

70 5 

126 

77 1 

488 

34.(. 


Low Literacy Rate Statea 

(B44per ceot) 










2S Madhya Pradesh 

442 

1 0 

08 

42 


17 0 

120 8 

37 6 

103 9 

22 

26 Andhra Pradesh 

44.1 

07 

08 

53 

970 

20 7 

1133 

562 

107.5 

23 5 

27 Araiichal Pradesh 

41 6 

1.3 

01 

29 

55 1 

154 

128 8 

61 2 

1049 

23 5 

28 Uttar Pradesh 

41 6 

06 

1 3 

SI 

98 0 

IS 1 

100 5 

343 

814 

28> 

29 DNidNHaveli 

407 

09 

1 2 

45 

92 0 

10 1 

120 0 

43 7 

989 

27i 

30 .Rajasthan 

38 6 

0.7 

04 

42 

980 

22 7 

102.5 

76 8 

78 0 

29; 

31 Bihar 

38.5 

06 

1 5 

SO 

87 9 

21 8 

992 

65 5 

81 7 

31' 

Mean 

41.5 

0.7 

09 

48 

847 

17.5 

105 9 

5.5 6 

93 7 

26^ 

Range 

5 7 

0.7 

14 

24 

629 

12 6 

30 6 

42 5 

29 3 

i 

India Mean 

32.2 

0.8 

08 

42 

89.8 

19 9 

125 6 

48 1 

108 2 

16 0', 

Range 

31.3 

2.2 

5 5 

32 

70.5 

32.5 

101 1 

83 7 

89 2 

i 


Notes’ (1) Cols 7,8.10,11' Means of hgli. medium and low lueiacy catagories aie calculated usiag available propotionote data instead of actu| 
ftgares. J 

(2) Coh S,8,I0.II Dote for Damaa and Dtu BK mcliided m awe of Goa. . 

Sources;CM 3; NIAE, Sairisnca/ Dtoahasefor liuntcy, 1991, Vol.IL New Delhi, 1993, baaed on (>niui data '• 

Coh 4-9,11: Based oa Ministiy of Human Resounx Davclopmeat (Department of Education), Plnnnmg, Monitoring and Statistij 

Divmon, Selected Educaliomd Statistics 1990-91, New Ddhi, 1992 • 

Col 10* Cnnier For hdoaiionng Indian Economy, Btmr SMMjR(t'.r Refonns roSmirr of/ndMi, Bombay, September 1994 | 
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In matters of enrolment per 1.000 popu- 
lauon 1130 t) and as a gross ratio for Che 
age group ol the pnmary education classes 
(113.9 percent), the medium literacy states 
do even better than the high literacy ones. 
However, the latter stales are able to retain 
their wards to a tar greater degree as seen 
' from the lowest mean drop-out ratio of 9.9 
pur cent In fact, sumo states like Kerala 
(-4 2 percent), Pondicherry (-4.6 percent) 
and Chandigarh (-6 9 per cent) are re- 
j potted to have a ncgalivc drop-out ratio 
The high literacy states, regions of 
'residual illiteracy, and even more so 
I perhaps the high literacy districts (if such 


detailed data were readily available), do 
have a problem of providing quality ac¬ 
cess to basic education to their burgeoning 
populations. These cases of relative pro.s- 
penty within a desertified nation are able 
to draw in Hows of humanity as indicated 
by the highc.st decadal population growth 
rate, percentage ol urbanisation and den¬ 
sity But tlicy also generate an informal 
sector at a rate that is taster than their 
industrialisation, commercialisation and 
organi.scd employment generation capaci¬ 
ties. Thus, these uprooted Irom the hinter¬ 
land throng the 'penphenes' within the 
metropolti and add to the number ol slum 


and pavement dwellers. For these persons, 
the value of investment of time for edu¬ 
cation IS weighed against survival. The 
price IS paid in terms of having foregone 
basic education for the adults, especially 
for women and the aged, and present child 
labour for the young. Some index of this 
basic educational phenotiwnon in the high 
literacy state.s/distncts is provided by the 
following data: while these states have the 
highest percentage of trained teachers, the 
greatest investment in education and re¬ 
tention rates, and the best teacher-student 
ratios, as one has discussed earlier, they 
aie also constrained to provide universal 


Tahli 18 India (.St An.s ANii ins) roTAL Rankld .Sm k) I>im(x,rai-hu SncKi IIiminiRaphk , Hiaitii, S(KKi-E(S)NOMir and EuiKArtONAi 

t'llAKAI II KISIICS 


Total Ranked ('haiaitenstics 


SN States/llTs 

Liteiaty Rale 

Liierasy Ranks 

Socio Demo 

Health 

Sociu-Economit 

Ediicaliunal 

Total 


7+ Age 1991 

|991 






(1) (2) 

(3) 

(4l 

(5) 

(61 

(7) 

(8) 

(9) 

High Literary Rate Status (70 per cent +| 







1 Keiala 

89 8 

1 

6 


15 

16 

5 

2 Mizoram 

82 3 

2 

20 

7 

24 

1 s 

14 

^ Lakshadwerp 

81 8 

1 

7 

10 

2L 

3 

85 

4 ('handig.irh 

77 8 

4 

3 

1 

2 

14 

1 

5 Goa 

75 5 

5 

5 

\ 

3 

1 

3 

6 Delhi 

75 .3 

6 

2 


1 

8 5 

2 

t Fondle hen y 

74 7 

7 

4 

4 5 

12 

-> 

4 

8 A & N Islands 

73 0 

8 

l.l 

4 5 

6 

19 

6 

V Daman and Dm 

71 2 

9 

1 

21 

10 

25 S 

II 

Mean Ranks 

85 5 

5 

6 8 

6 9 

104 

II 6 

6 1 

Speaniun's rank lonelatuin (.orllicieni 

-0 50 

0 38 

•0 47 

0 18 

-0 03 



Medium Literacy Rate .States <45-69 per rent +) 







lU Maharashtra 

64 9 

10 

9 

8 

9 

21 

8 5 

11 Himachal Pradesh 

6t 9 

11 

29 

20 

X 

1 1 

19 

12 Tamil Nadu 

62 7 

12 

8 

13 5 

. II 

4 

7 

13 Nagaland 

61 7 

13 

27 5 

6 

16 

20 

15 5 

14 Gujarat 

61 3 

14 

lb 

17 

7 

17 

12 

IS Tripura 

60 4 

15 

17 

27 

29 5 

5 5 

23 5 

16 Manipui 

59 9 

16 

14 

II 

27 

5 5 

15 5 

17 Funiab 

58 5 

17 

19 

13 5 

4 

IK 

Ml 

18 West Bengal 

57 7 

18 

12 

16 

IX 

1 1 

11 

19 Sikkiin 

.56 9 

19 

30 

12 

19 

1 1 

20 

20 Karnataka 

56 0 

20 

11 

15 

17 

23 5 

17 5 

21 Haryana 

55 9 

21 

15 

19 

5 

30 

17 5 

22 Assam 

52 9 

22 

21 

23 

23 

8 5 

22 

23 Meghalaya 

49 1 

23 5 

27 5 

26 

2X 

13 

2.3 5 

24 Orissa 

49 1 

23 5 

25 

24 

29 5 

7 

25 5 

Mean Ranks 

59 1 

17 

18 7 

167 

16 7 

137 

'6 7 

Spearman's rank corrclaiion coefticirni 



0 27 

051* 

0 46 

0 04 

0 65** 

Low Literacy Rate Status (0-44 per 

lenl) 







25 Madhya Fiadesli 

44 2 

25 

24 

.to 

26 

22 

29 5 

26 Andhra Pradesh 

44 1 

26 

10 

18 

22 

23 5 

21 

27 Arunaehal Pradesh 

41 6 

27 5 

31 

28 5 

1.3 

23 5 

29 5 

28 Utiar Pradesh 

41 6 

27 5 

18 

28 5 

25 

28 

27 5 

29 DandNHaveli 

40 7 

29 

22 

.31 

14 

27 

27 5 

30 Rajasthan 

38 6 

30 

26 

25 

20 

29 

25 5 

31 Bihar 

38 5 

31 

23 

22 

31 

.31 

31 

Mean Ranks 

41 5 

28 

22 0 

26 1 

21 6 

26 6 

27 4 

Speunnan's rank coirrlation coefTicteni 



0 21 

-0 18 

0 01 ■ 

0 94** 

0 22 

India mean ranks 

52 2 

16 0 

160 

160 

160 

160 

160 

Spcamian's rank soirclation LoelTiucnl 



0 6.3»* 

0 82** 

049** 

().56** 

0 88** 


Notes (I) ' iiulK,uc!i significance ai S pei cent level and ** mdirales significance at I per cent 

(2) Col V Int.'il tiidicales ihc ranked mean nf mean ranked values of different 'indicators’ grouped under ‘chaiactenstics’ presented in (he 
previous tables Howcvai. cols 5-8 are ranks of mean values of those indicators 
Soune Based on previous lalif^s relating to socio demographic, health, socio economic and educational charactenstics in iheir relation to liieroLy 
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basic education as seen from the lowest 
index of primary schools as a ratio of 
population and ana. and from the fact that 
enrolment rates as a proportion of popu¬ 
lation and of the relevant age group are 
lower than the medium literacy states. For 
example, when one considers enrolinems 
in primary education as a propoition oi 
1,000 population, the urbanised centres of 
Chandigarh (77.3) and Delhi (97.7) are 
among the lowest in lank order, close to 
the union territory of Daman and Diu 
(96 3) in the high literacy belt and Bihar 
(99.2) in the low literacy one. Their gross 
enrolment ratios for primary education 
also follow a broadly nmilar pattern, with 
Chandigarh (60 6) and £)clhi (90.2) being 
among the lowest in pertormance In fact, 
the mean for the former index (107 6) for 
the high literacy states is brought down 
by the arcics of urbanisation to a level 
lower than the national mean (125 6). In 


the case of the luter index, the regions of 
high literacy have a mean slightly higher 
than that of the country, for similar rea¬ 
sons. It IS clear that universal enrolment 
in basic education is tar from a reality in 
high den.sity urban areas and that the 
developmental trajectory of capital inten¬ 
sive indusinalisatton and restricted- 
market commercialisation in select met¬ 
ropolitan legions is constrained in its 
capacity to meet further basic education 
needs even within those regions. 

Fur such persons in the underpaid in¬ 
formal sector the real demand for socio- 
ccomimic mobility through education, 
initially sparked off by survival migration, 
can only be met by attractive and acces- 
.siblc basic lormal education, which is 
pre.scntiy largely conducted by munici- 
palitic.s. and by non-formal educational 
complementarities that are .specific to oc¬ 
cupational group and have high compo¬ 


nents of functional linkages with open 
ceiurication and employment generation. 
The heavy price attached to education by 
tho.se who .struggle at barely subsistence 
levels in larger contexts of urban prosper¬ 
ity tan only be made valuable enough to 
o'lset their immediate eamomic needs 
and to lacilitate their long-term basic 
human entitlements. 

Table 18 presents the total ranked char¬ 
acteristics for each of the four types of 
indicators; .socio-demographic, health, 
socio-economic and educational, as well 
a.s for the aggregate of these. Spearman's 
rank correlation cocfticicnts of each of 
these with literacy rates have been worked 
out lor the states categori.sed according to 
literacy rate and lor the country a.s a whole. 
The process of calculation, which is also 
relevant for the indicator table relating to 
Maharashtra (Table 25) was as follows. 
The values for each of the characteristics 


fAltil IV India - DlVIUIPMINTAI CHAHACirKISIKSOF UlSIRimCATEOflKISFD AaORUINoTOLlTUIAI'y Ratl, IWI 


SN Dislntls 

No ol 

Literary 

Per Cent 

Pup Growth 

Sex 

Density ot 

Relative 

Per Cent 

Per Cent 

Feinoie { 


Distncts 

Rate 

of Uibani- 

(Per Annum) 

Ratio 

Pop/.Sq Km 

Index ot 

SC Pop 

ST Pop 

Literacy 



7+ Age 

bsUion 




Development 



Rate 

It) |2) 

(5) 

14) 

(5> 

(6) 

(7) 

(8) 

(9) 

111)) 

III) 

tl2) 

1 High 1 ileracy Rate 

52 

79 6 

57 9 

2 1 

914 

584 

172 5? 

II 5 

.17 

72 9 

Dsinds t70 pel ccnl *) 



(- 12) 

(- 54*) 

( 45**) 

(01) 

( 02) 

(-.«)•) 

(-05) 

( 99**) 

2 Medium Liter.u.y Rate 

2.57 

.56 2 

26 5 

22 

885 

274 

95 91 

17 5 

75 

43 1 

Distnils (4.5 69 jicr icnl) 



t 50**) 

t- 14*) 

( 14*) 

(20**) 

( 27**) 

(-09) 

(■08) 

(92**) 

.7 Low Literacy Kate 

16.5 

.56 2 

1.5 8 

25 

922 

2.54 

57 68 

17 0 

10 4 

21 1 

Distriiis (0-44 per cent) 



( 28**) 

(- (K)5) 

( 14) 

(0.5) 

< 54**) 

( 1.5) 

(- 10) 

(83**) 

India Mean/Total 

452 

52 2 

25 7 

2 1 

929 

273 

KKI 

165 

8 1 

39 5 




1 5I»*) 

i- 17**) 

t 16**) 

( 2.5**) 

< 44**) 

1- 1.5**) 

(- 10*) 

(98**) 


Note I Culs .t-12 Exsludcs daia tor the distncts in the stale ol Jammu and K4i.shiiiir where Census was not conducted for I9VI 

3 Culs t>-V Excludes data for a tew distncis where it was not available 

t Cols 6,7,V Me,ins arc calculaied using available pniportionaie data instead of actual tigures 

4 The hguies in brackets indicate Pearson's convlation value*. * indicates singnificane at S per cent level and ** at I per cent 
Simn' Cols S. 10-11 C'ensus of India IV9I, Final Population rmals, India. Vol 2, .Senes I. Paper I of I9V2 

Cols 4. 12 NIAE, Statistical Database (or Literacy, 1941, Vol II. New Delhi. I99.t. based on Census data 
Cols 6 9 Ceniie foi Monitonng Indian Economy, Profiles of Distncts, Bombay, November 199.1 


fAdU 20 VlAHARASlrniA - llEVLUlPMfcmAI ClIARAI TfRISIICS IH DlSTKII IS CaIICjUMSFD AlOIROINli TO LiTFRACY RaTT, 1991 


SN Districts 

(1) (2) 

Noot 

[>islncts 

(3) 

Literacy 

Rate 

7+ Age 
(4) 

Per Cent 
of Urbani- 
salion 
(.5) 

Pop Giowth 
(Per Annum) 

(0) 

.Sex 

Ratio 

(7) 

Density ol 
Pop/Sq Km 

(8) 

Relative 
Index of 
Development 
(9) 

Per Cent 
SC Pop 

(10) 

Per C^ni 
■ST Pop 

(11) 

Female | | 
Literacy | ) 
Rale j , 

(12) j ; 

1 High Literacy Rate 

7 

75 2 

59 5 

2 2 

886 

47'. 

191 

98 

79 

(>6 4 ; . 

Dstnets (70 per cent «) 



(51) 

1-37) 

(- 14) 

( 87*) 

(- 84*) 

(-39) 

(-73) 

(99**) ; 

2 Medium Literacy Rote 

22 

59 2 

27.5 

2 2 

883 

177 

72 

II 8 

96 

44 9 

Distncts (45-69 per cent) 



(07) 

( 63**) 

(29) 

( 51*) 

( 51») 

<■ 28) 

1- 08) 

(98>*) ! 

3 Low Literacy Rate 

1 

42 9 

87 

2 1 

976 

54 

64 

12 2 

58 7 

28 9 . 

Distncts (0^ per ccin) 










1 

Maharashlni Mcan/Toi.d 

30 

64 9 

.58 7 

22 

935 

256 

164 

II 1 

9 5 

52 3 ' 




(.57**) 

1-28) 

(■ 03) 

( 44*) 

( .52**) 

(-24) 

(-26) 

( 99**) 1 

India Mean/Total 

452 

52 2 

25 7 

2 1 

929 

273 

100 

16 5 

8 1 

39 5 ■' 




(.51**) 

1- 17**) 

( 16**) 

(23**) 

(44**) 

(- L5**) 

(■ 10*) 

198**) j 


Note I Cola 6. 9 Means are calculated usmg available propotionatc data instead of actual liguivs 

4 The figures in brockets indicate Pearson’s correlation values * indicates singnificane at .1 per cent level and ** .u I per tent 
Somre Cols 5.10-11. C'ensus of India 1991. Pinal Population Totals, India, Vol 2. Senes I, Paper I of 1992 

Cols 4.12 NIAE. Statistical Database for Literacy. 1991, Vol li. New Delhi, 199.^, based on Crensus data 
Cols 6-9 Ceniie for Monitonng Indian Economy. Profiles of Distncts. Bombay. November 199.f 
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widiUieacii of Uie types of indicatoiis were 
wlted in descending nhler. The inverse 
dwectionoflheexpeaedrelationwith lite- 
ncy sate in some instances was corrected 
cxeidsMig a logical judgment in the rank¬ 
ing praoess. The lack of data in the case of 
sone indkaton was corrected by arriving 
at mean toul rank for each state/distnct 
(of Maharashtra) and within each ot the 
ftairqrpcBofindicaiors These toul ranked 
chanctsfistics and literacy rank together 
wMi their Spearman's rank correlation 


values and their corresponding levels of 
significance arc presented in this table. 

The analysis of the relative positions of 
the categones of sutes and of particular 
states on the indicators has been done 
earlier. On the issue of ranking in this table 
one will only draw attention to the fact 
that Chandigarh, Delhi and Goa from the 
high literacy category hold the first three 
positions on thctotal ranking system. Bihar, 
Madhya Pradesh. Aninochal I^csh. Uttar 
Pradesh and Dadra-Nagar Haveli occupy 


the lowestpositions on the oggp^ale social 
development scale, in that order. The 
Spearman’scotrelation values demonatraie 
the greatest strength of relation with hi- 
eracy rate for the following order of cat¬ 
egories of indicators for the 31 states of 
the country: health, socio-demographic, 
educational and socio-economic. All the 
values are highly significant. They are not 
significant for the high literacy states due 
to the small number of cases and major 
social reformist and religious interven- 


Tabu. 21 Maharashtra (OisTRifTM LiaRACV and Socio DsMiioRAmir CHARAnaisncs 


SN Dnurtea 

(1) <2) 

Literacy 

Rate 

7+ Age 
1991 
(3) 

Decadal 
Growth 
Rate of Pop 
1991 
(4) 

Ses 

Ratio 

1991 

(5) 

Per Cent 
of Urbani¬ 
sation 
1991 
(6) 

Density 
ot Pop/ 
Sq Km 
1991 
(7) 

Percent 
of SC/ 
ST Pop 
1991 
(8) 

Percent 
of SC 
Pop 
1991 
<9) 

Per Cent Total 

of ST Pop 

Pop (OOOM 

1991 1991 

(10) (ID 

Non Lits 
7-I- Age 
((XIO's) 
1991 
(12) 

Mean 
of Total 
Ranks, 

(13) 

High LNetacyr Kale Districts (70 per cent *) 

1 Greater Bombay 82.5 20 t 

819 

100 0 

16,460 

76 

6 5 

1 0 

9926 

1.501 

4 

2 Smdhnilurg 

7.S8 

64 

1.140 

76 

160 

.4 5 

5 0 

0.4 

8.32 

175 

23 

3 Nagpw 

73 6 

26 7 

923 

61 8 

332 

32 8 

18 8 

139 

3287 

730 

15 

4 Pme 

71 1 

32 3 

936 

50 7 

353 

15 3 

II 1 

3 9 

.4533 

1.343 

I 

5 Amaravati 

70 I 

18 7 

938 

32 6 

tKO 

.31 9 

17 5 

144 

2200 

.452 

27 

6 Watdha 

70 0 

ISO 

941 

26 6 

169 

29 6 

14 1 

146 

1067 

272 

28 

7 Thane 

69 .S 

.46 0 

880 

64 6 

449 

23.3 

5 2 

18 1 

4249 

1329 

3 

Mcan/Total 

74 2 

25 0 

886 

S9 5 

473 

17 7 

94 

7 9 

28094 

5902 

144 

Range 

i.to 

49 6 

321 

9> 4 

16. )(X) 

27 1 

13 8 

176 

9094 

1326 


MeOhmi Literacy Rate Itistricts (45-69 per cent) 

8 Kolhapur 66 9 21 1 

966 

26.3 

389 

13 2 

127 

0 5 

2990 

83/ 

2 

9 Saun 

667 

199 

10)5 

129 

233 

10 2 

9 5 

07 

2451 

685 


10 AkoU 

6.4 8 

21 0 

940 

28 7 

209 

19 0 

12 0 

7 0 

2214 

620 

20 

II Bhandm 

64 7 

14 5 

989 

13 I 

226 

.31 5 

168 

14 7 

2108 

624 

25 

12 Jaigaen 

64 3 

21 6 

942 

27 4 

270 

19 1 

93 

9 8 

3188 

942 

16 

13 Roigarii 

64 0 

22 I 

1012 

18 0 

255 

15 6 

28 

12 8 

1825 

448 

6 

14 Ranagin 

62 7 

116 

1211 

8 9 

188 

27 

1 7 

1 0 

1.544 

486 

19 

IS Swgli 

62 6 

19 8 

966 

22 7 

257 

13 0 

12 5 

05 

2209 

695 

5 

16 Noahik 

62 3 

28 5 

941 

34 6 

247 

32 7 

85 

24 2 

3851 

1178 

II 

17 BuldaM 

61 7 

24 7 

955 

20 6 

195 

165 

115 

5 0 

1886 

584 

II 

18 Ahmodnagar 

61 0 

24 0 

952 

15 8 

197 

19 5 

124 

7 1 

3.)73 

1075 

21 

19 Chandrapur 

49 4 

24 8 

948 

28 0 

1.45 

.36 6 

16 9 

197 

177? 

600 

24 

20 Yavannal 

48(1 

19 4 

949 

172 

153 

32 4 

109 

21 5 

2077 

719 

30 

21 Aunngahad 

.47 0 

39.) 

924 

32 8 

219 

176 

138 

38 

2214 

759 

7 

22 Snlnpur 

46 4 

24 6 

936 

28 8 

216 

16 9 

154 

1 5 

.3231 

1156 

17 

23 Lamr 

.4.4 6 

29 4 

944 

20 4 

234 

21 3 

19 1 

2 3 

1677 

595 

14 

24 OsMMMbMl 

44 3 

2)5 

943 

1.4 2 

168 

18 1 

164 

1 7 

1276 

472 

26 

2S Dlwic 

.41 2 

23 4 

949 

20 4 

192 

46 1 

53 

40 9 

2536 

1013 

22 

26 Bid 

49 8 

28 7 

947 

180 

170 

14 6 

134 

1 2 

1822 

725 

18 

27 NamM 

48 2 

33 0 

947 

21 7 

221 

.30 0 

182 

II 8 

2330 

954 

II 

28 Parhhani 

47 6 

28 7 

952 

22 5 

191 

16 2 

II 0 

42 

2117 

876 

8 

29 ialaa 

46 3 

.32 3 

958 

169 

177 

15 0 

12 9 

2 1 

1.364 

577 

10 

Mean/Total 

59 2 

24 4 

883 

27 5 

177 

21 4 

II 8 

96 

400.46 

16720 

IS 1 

Range 

20 6 

27 7 

287 

26 7 

236 

43 4 

174 

40 4 

2575 

706 


Law LMcrncy Rntc Districts (0-44 
30 Gndchimli 

per cent) 
42 9 

23 3 

976 

87 

.44 

40 9 

12 2 

38 8 

787 

368 

29 

Mahaniiiira 

Menn/TiHal 

64 9 

25 4 

V.)5 

38 7 

2.46 

20 4 

II 1 

93 

789.)7 

22990 

I5S 

Range 

39 6 

49 6 

392 

92 4 

16.406 

48 2 

174 

40 4 

9139 

1326 


India. 

Mean/Totol 

52 2 

23 6 

929 

25 7 

273 

24 6 

16 5 

8 1 

838584 328868 

16 0 

Range 

51 .3 

42 8 

>47 

81 2 

6342 

92 8 

28 2 

94 8 





Note. I Col 4 Means of high iuiil medium literacy categones arc calculated using available propomonale data instead of actual figures 
2 The data for India are for ihe years as indicated in the relevant table relating lo states and ore the closest available 
t Cels V-12 have not been taken tor purpovcs of ranking in this and a,subsequent table since they are implicit in other columns 
Stmne Cels 3, 11.12 NIAE. Staiisliial f).ii.ih.i«c for Literacy IQVI, Vol II, New Delhi, 1993. based on Census data 

Cah 4-4 Jolly, k C Literacy Rir All hy 2001 - .Sinucgy .4 Disuici Level (Based on 1991 Census Results) Delhi, B K PuUishuig Coiporatian, 1992 
Cols 6- 7 Cemer for Moniiuniig Indian Economy. Pioliles of Distncls, Bombay. November 1993 
Cols 8-10 Direcioiaie ot Education, Educational .Statistics ai a Glance, Pune, 1994 
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tions in favniv of education in Kerala and 
Mizoram which changes the configura¬ 
tion of developmental indicuois. For the 
medium literacy states, there is a signifi¬ 
cant relation with health and a highly 
significant relation on the aggregate of the 
characteristics. As regards the low literacy 
states, formal elementary educational 
indicators relate to literacy rate with a very 
high degree of significance .suggesting 
that there can be no substitute to enhanc¬ 
ing the pnmary educational capacities ul 
these regions 

Tabic 19 presents data lor the then 452 
districts of the country categon.sed ac¬ 
cording to literacy rate lot 10<>l. along 
nine demographic and developmental 
indicators The point that is intended to 
he made is that lilciai.y is contextualised 
within the political economy oi uneven 
development within the country Ciivcn 
that literacy is articulated with other in¬ 
dicators to varying degrees of correlation, 
any literacy inieivenlion would iuoe to 
lontiont a web of social relations While 
not making a case tor paialysis on the 
basic cducJlion.il tioiil till literacy extri¬ 
cates iLself tioin Its .socio-economic con¬ 
straints and the issues related to the latter 
are resolved, the data suggest ihat inputs 
lor literacy in isolation may not .succeed, 
especially in the low literacv disli icis The 
stiategy lor iiUcrvciition needs to he 
operationalised accoiding to context to a 
degree tai greater than it presently is. 

The mean Icinale literacy laie ranges 
tioin 72 9 per cent in the high literacy 
distiicts to 21 1 per cent in the low Tlie 
sex ratio, an index of the status of women, 
IS higher m the low literacy districts than 
in till medium The migiation ol male 
earners away tiom a region ot under¬ 
development could possibly he an expla¬ 
nation. Population growth is the highc.st 
in these latter disiiicts, while density ul 
population is the least The high litciucy 
districts are generally also centres ul 
urhamsatioti with a mean population den¬ 
sity ot S84 persons pei square kilometre. 
As earlier mentioned, the peicentagc of 
urbanisation m these districts us a high 
57 9 per cent The low literacy districts 
arc generally also regions ol concentra¬ 
tion of SC and ST Tlic relative index of 
devclopmciii computed by the Centre lor 
Monitoring of Indian Fxonomy provides 
clinching evidence ul uneven develop¬ 
ment within the country. The 52 hi^ 
literacy districts with a mean literacy rate 
of 79.6 per cent have a mean index ol 
development of 172 62. while the 163 low 
literacy disirtcLs arc way behind with a 
mean literacy rate of 36.2 per cent and the 
index at 57.68. 


We have worked out Rearson’s corre¬ 
lation values lor each of the development 
chari^ten sties with literacy for all the 452 
districts - where the values are more rel¬ 
evant, given the large sample - as well as 
lor each of the categories of districts 
according to literacy rate The currelaliun 


values for ali the districts taken ais a whole 
are positive and highly signiricant for each 
of the indicators; except fcH- popaUlioa 
growth and the percentage of the SC atKi 
the ST populations taken separately where 
they show a negative correlation. In the 
last ca.se the coefficient value has a lower 


TaiiII 22 MaHAKASKIRA (UiSTRKns) LiIUAC l AM>liRAtlllCllAI>A('TtKS'nVS 


SN llisiiieis 

(li (2) 

Literacy Number Inlaiii 
Rate ot Beds/ Moilality 
7-RAgc Lakh Raie/I.UtX) 
1991 Populalion Populaiioii 
1988-89 1991 

(3) <4) (.3) 

Ciude Ruth Diictors/Lakh Mean I) 
Death Rate Population of Total | . 

Haie/l.iK)0 1986 (Rural Ranks i ^ 

Pupulatiun PHCs) i ' 

1986 1991 , 

i6) (7) (8) (9) i ! 

High Literal y Rale Disiricts (70 per cent -fV 





i 

1 fiicaicr Bomhav 

82.3 

402 

39 

16 

22 4 


26 

• 

2 Sindliuduiy 

<73 8 

13 

31 

73 

!9 4 

68 

21 


t Nagpur 

73 6 

264 

34 

57 

19 3 

3 3 

3 


4 I’unc 

71 1 

343 

36 

6 1 

21 9 


17 

V 

S Aindiavali 

70 I 

249 

27 

6 0 

24 6 

3 3 

9 

'll 

6 Waidha 

70 0 

247 

»3 

62 

21 6 

3 1 

14 


3 Thane 

69 5 

172 

29 

42 

19 4 

36 

1 

xt ; 

Mean 

75 2 

241 

36 

62 

21 2 

37 

130 


K.'iiigr 

130 

s89 

32 

14 

3 3 

I 7 



Medium Lileraey Kate Dlslriclk (45-69 per cent) 






X Kodiapiir 

(>6 9 

157 

32 

37 

21 K 


12 

' 7 

9 Salat a 

66 7 

I.S9 

22 

38 

218 

5 1 

10.5 

1 

10 Ako'a 

iiS 3 

133 

28 

'■•0 

20 0 


3 

1 

11 Bhandaia 

{.4 / 

111 

50 

16 

22 4 

5 3 

28 

; { 

! 2 JalgaoR 

64 3 

119 

35 

73 

27 8 

.3 6 

29 

1 

13 Kaigad 

64 0 

146 

41 

3 

17 0 

3 3 

16 


14 Ratnagiii 

62 7 

94 

20 

6 7 

23 3 

24 

24 


1S Sangli 

62 6 

234 

25 

39 

22 3 

57 

2 

■f 

16 Nasik 

62 3 

160 

39 

6 4 

23 9 

18 

25 


17 Buldhana 

61 7 

91 

33 

6 7 

27 2 

44 

27 


18 Ahincdaaga' 

61 U 

166 

29 

6 1 

29 8 

4 1 

22 


19 Ch-indraour 

.39 4 

163 

40 

34 

173 

7.3 

4 


20 Yawaimal 

38 0 

H7 

38 

5 3 

184 

4 0 

18 


21 Auiangahad 

37 (i 

1.37 

30 

36 

21 3 

47 

13 


22 Solapur 

.36 4 

2il 

27 

63 

27 3 

42 

19 


2.3 Lotur 

.3.3 6 

120 

.36 

4 1 

20 2 

3 3 

8 

H 

24 Osinanahad 

34 3 

88 

43 

3 1 

20 0 


23 


2.S Dhule 

31 2 

122 

44 

72 

234 


30 


26 Bid 

49 8 

117 

39 

4 6 

18 2 


10 5 

: 

27 Nanded 

48 2 

112 

26 

3 1 

18 9 


6 

• 

28 Faiabhani 

47 6 

79 

44 

4 1 

138 

47 

IS 


29 Jalna 

46.3 

129 

27 

46 

19 6 

4 1 

7 


Mean 

.39 2 

137 

34 

37 

21 8 

46 

16 1 


Range 

20 6 

175 

30 

3 3 

14 0 

5 1 



Low Literacy Rale Uistricis (0-44 per rent) 






30 Cadchiiuli 

42 9 

III 

52 

6 1 

18 8 

82 

20 


Mahurjshtia Mean 

649 

161 

35 

38 

21 6 


15 3 

I 

Range 

39 6 

389 

.39 

3 3 

140 




India Mean 

.32 2 

119 

80 

98 

29 3 


16 0 

') 

Range 

51 3 

290 

109 

10 5 

21 9 



\ 

t 


Notes I Cols 4-8 Means for high and medium literacy caicgones and ioi Maharashtra are,' 
calculated using available propurtionate data instead of .tcuial figures !| 

7 The data for India are for the yean as iiidicoied in ihc relevant table relating to states and i 
ore the closest avnilabie 

Souiees Col3 NlAE,5kiifutt((i/Z)ui(ihu;wfMrfairn«y/9yy,Volli,Nevkl)eihi. IWS.Ixbcd on Census data 
Col 4 Direcloraie of Economics and Statistics, Maharashiia, Siatistiial Abstract of 
Mahaioshtra State 1988-89, Bombay, 1993 
Col Regislar General of liidia. Sample Registration .System, 1993 
Cols 6-7 Goveniment of Maharashtra. Annual Viial Statistics ot Mahaiashtm - 1980, 
Bombay, 1990 

Cot 8 Ingle S, A Report on Analysis of Data on Human Uuvelopnirm Indicators in 
Maharashtra, Bombay. TiSS. 1993, bared on. Govt ot Maharashtra. Slate Bureau oi Hcallhi 
Intelligence and Vital .Statistics, Pune^ 
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degree of signirtcance at 5 per cent level. 
The negative direction of the relation in 
the ca.se oi the latter variables is only to 
be expected. The annual growth ot literacy 
rate has not been able to keep pace with 
that of population, with the result that 
there has been an incrca.se in the absolute 
numberof the non-litci ole over the decadal 
penod even though (here has been an 
increase of 8 6 per cent in literacy rate. 
We have also seen that regions of concen¬ 
tration ot the depnved communities have 
low literacy rates The combiiictl impact 
ot SC and ST population on literacy rale 
would have shown a greater strength oi 
relation, bui such distnctwise data are not 
yet available 

The .strongest relation between literacy 
rate and other indicators tor the 4S2 dis¬ 
tricts is .shown by female literacy rate, the 
percentage of urbanisation, the relative 
index of development and the density of 
population, in tliat order Female literacy 
rate IS a bettet indicator ol the status of 
women than the sex nitio; and in the ca.se 
of each ol the categories ot districts and 
for the dcstricts as a whole the strength oi 
the relationship with liteiacy rate and the 
degree of signitlcancc is very high This 
can only he partly explained by the lact 
that the former imlicaloris inclusive in the 
latter. Sex ratios as an index ot the status 
of women tend to get distorted by class 
factors and ihe migration ol the male away 
from regions of deprivation The percent¬ 
age oi urbanisation and ihe density of 
population arc cio.scly i elated lactors. Their 
correlation results deviate fmm the ex¬ 
pected in the high literacy category ot 
districts, perliaps because oi the relatively 
high literacy rates ot some distnets in 
Kerala and the noilh-ea.scein states which 
have retained a rural character and the 
small .sample of the high literacy category 
The relative index of development indi¬ 
cates the third highest degree ol strength 
of relation with liletacv rate. This is highly 
significant tor all the 4S2 districts and for 
the low and medium literacy categories ol 
districts For the high litciacy dcstricts the 
results are not signific.tnt, suggesting that 
there arc other iuctors at work within this 
small number ol dcsincts 

The lorcgoing data and more impor¬ 
tantly the general trend o( the argument 
suggest that very little can be done on the 
literacy front in the low literacy distnets, 
in particular, withoui at the same time 
generating a social iiiovenient for the 
equituus status ot women and lor eco¬ 
nomic entitlenienis. Whereas there ap¬ 
pears to be* no agency in sight that is 
powerful enough to assert its collective 
self in favour of the l.ttter objective, the 


former appears more ieasible and is per¬ 
haps a major means to the latter. In the 
case of the residuaily non-literate, margina¬ 
lised and trapped within highdensity urban 


regions, specific outreach through a va¬ 
riety of media that are functional in char¬ 
acter and the provision of basic services, 
become the major objectives 


Tabll 2t Mahahashiiia (Districts) LncRAcy and Sixto-Econumt CHARACTERimcs 


SN Distnets 

Literacy 

Relative 

Per Cent 

Number 

Mean 

Mean of 


Rale 

lodex of 

Landless 

of 

Agent 

Total 


7+ Age 

Develop¬ 

Agnculture Registered 

Mamage 

Ranks 



ment 

Labourers/ 

Faciones 

tor 





Total Mam 


Women 





Workers 





1991 

1991 

1991 

1986-87 

1981 


(1) (2) 

(.7) 

(4) 

(.•i) 

I6i 

(7) 

(8) 


Hiah LileriiC} Rate Uistricla (70 per cent-f) 


1 Oreater Bombay 

82 5 

704 

0 1 

9..761 

IK 8 

1 

2 Siiidhudurg 

75 8 

68 

12 2 

127 


15 

3 Nagpur 

73 6 

109 

24 0 

1.200 

16 9 

5 

4 Pune 

71 1 

1.57 

14 0 

2,274 

17 0 

.7 

S Aniaravali 

70 1 

74 

52 4 

740 

17 7 

17 

6 Wardha 

70 0 

99 

46 1 

III 

16 7 

20 

7 Th,inv 

59 5 

128 

10 2 

1,9,56 

18 0 

2 

Mean 

75 2 

191 

144 

2.190 

17 5 

90 

Range 

17 0 

676 

52 7 

9,2.50 

2 1 


Medium Literacy Rate Oistricis (45-69 per cent) 





8 Kolhapur 

669 

104 

170 

920 

17 3 

4 

9 Solara 

66 7 

87 

21 6 

282 

16? 

10 

10 Akola 

65 8 

65 

.50 8 

751 

16 7 

21 

11 Bhandara 

647 

77 

72 7 

440 

165 

14 

12 Jalgaon 

64 7 

85 

44 1 

625 

16 1 

18 

1.1 Raigad 

640 

88 

177 

197 

17 6 

o 

14 Ratnagin 

62 7 

51 

96 

125 

184 

n 

15 Sangli 

62 6 

87 

24 2 

572 

16 1 

8 

16 Nasik 

62 3 

81 

24 2 

920 

164 

7 

17 Buldhana 

61 7 

59 

47 4 

227 

162 

24 

18 Ahincdnagar 

61 0 

79 

’6 6 

467 

16 2 

II 

19 Chandrapur 

.59 4 

72 

75 6 

249 

16 4 

19 

20 Yawatmal 

.58 0 

64 

57 5 

167 

16 6 

2.7 

21 Aurangabad 

.57 0 

85 

28 7 

464 

159 

12 

22 Solapiir 

.56 4 

85 

7| 6 

1.773 

16 i 

9 

27 Lalui 

.55 6 

51 

19 1 

72 


70 

24 Osiiianahad 

.54 3 

62 

41 1 

72 

15 6 

29 

2t Dhiile 

51 2 

72 

79 6 

262 

169 

16 

26 Bid 

49 8 

55 

70 5 

97 

15 6 

26 

27 Nandfd 

48 2 

5.1 

41 4 

1.75 

15 .1 

28 

28 Purahhani 

47 b 

67 

41 4 

97 

157 

27 

29 Jalna 

46 3 

65 

.75 6 

1.79 


22 

Mean 

.59.2 

72 

7.7 0 

787 

164 

17 1 

Range 

20 6 

53 

4.7 9 

1,741 

3 1 


laiw Literacy Rale Districts (0-44 per cent) 





70 Gadehiroli 

42 9 

64 

28 8 

47 


25 

Mahdiashira Mean 

64 9 

164 

26 8 

796 

16 8 

155 

Range 

39 b 

653 

53 4 

9,329 

75 


India Mean 

.52 2 

100 

26 1 



16 

Range 

51 3 

470 

79 7 




M»/ei 11) Cols 4 7 

Means of high and medium liieraty categoncs and Maharashtra col 6 arc 

ealculoicd using available proponionaie data instead of aeiuul figures 


(2) Ihe duia for India ore for the years as indicated in 

the relevant tabic relating to stales 

and are the closest available 






Sfimtet Col 7 NIAE. Statistical Database for Literacy 1991, Vol II, New Delhi, 1993. based on 


Census data 


Cut 4 Cuniie tur Monitonng Indian Ecunumy. Profiles of Distnets, Bombay, November 

Col 5 Based on Census of India. Pninaiy Census Abstract. Pan II.B li). Senes 14, 
Mahansshira, 1991. 

Col b Directorate ot Economics and Statistics. Statistical Abstract of Maharaiiliira Stale, 
mft-Kl, Bombay. 1991 

Col 7 In S Ingle , A Repmi on Analysis of Data on Human Development Indicators in 
Maharashtra. Bombay. TiSS, 199^. based on O^nsus of India 1981, Female Age at 
Momage An Analysis of 1981 Census Data. Occosionol Paper No 7 of 1988 


1916 
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VI An anaiyjiis of the smictured location of characteristics, in a manner similar to tbi 

Literacy aad Developmeiit - high literacy districts within larger con- previous table. Detailed analysis of thesj 

Maharashtra and Goa texts of uneven development - at the indicators will be carried out in the fbl 

national level, as undeitaken in earlier lowing tables. It will be sufficient to dnra 

Maharashtra, the state heading the list of sections, and within states with a residue attention to the sharp varimions over thj, 

medium literacy States, and Goa. well with- ol illiteracy, as will be done in this section range of categones ol districts as regardf 

in the high literacy ones, are useful illus- - provides useful indicators for dilferen- temale literacy role, an important indicat 

trations of the contextualisation of literacy bated interventions for basic education, tor of die status of women as has bees| 

and basic education within a network of Table 20 presents the relation between earlier discussed, and the percentage o| 

demographic, health and socio-economic literacy rates lor the high, medium, and urbanisation which in effect points to thfi 

variables, especially for regions with high low literacy districts of Maharashtra in relative index of development. There if 

urbanisation and indices of development. 1991 and a few major developmental not much wiation in the mean populatiof 

Table 24 Maharashtiia (Oistbr'is) LnasACY and Educahunal CHARAmRisTics 


SN Districts 

(1) (2) 

Literacy No ol 

Rote Pnmary 

7 + Age Schools/ 

1.000 
Population 

1991 1992-93 

(3) (4) 

No ol No ol 
Pnmary Students 
Schools/ in Pnmary 
5 sq kin .Schools 

1992 91 1992-9.3 
(5) (6) 

Per Cent Per Cent No ul 
Trained Budgetary Enrolment 
Teachers Expen- in Pnmary 
m Pnmaiy ditnrc nn Schools/ 
School Education 1 .IKK) 

Population 
1992-93 1986-87 1992-93 
(7) (8) (9) 

Drop-out Enrolment Mean 
Rule Ratio Years of 

Class Class Schooling 

l-VII l-VII Class 

i-VII 

1990-91 1990-91 1990-91 

(III) (11) )I2) 

Meat)' 

of 

Tool, 

Ranks 

(13) 

High Literary Rate Olslricts (70 per cent-f) 










; 

1 Greater Bombay 

82 5 

0 2 

18 2 

41 

99 3 


1189 

35 7 

82 

48 

7 ; 

2 Sindhudurg 

75 8 

1 8 

1 4 

25 

99 6 

32 4 

136 6 

15 I 


70 

1 1 

3 Nagpur 

73 6 

0 7 

1 1 

18 

96 4 

31 4 

130 2 

.36 0 

70 

49 

8 

4 Pune 

71 1 

0 7 

1 2 

40 

93 5 

28 0 

1338 

48 8 

70 

47 

18 1 

S Amatavuti 

70 1 

0 8 

0 7 

41 

96 3 

28 4 

1.54 4 

442 

74 

47 

10 

6 Wardha 

70 0 

09 

0 8 

34 

96 7 

27 1 

134 1 

46 3 

74 

46 

9 ! 

7 Thane 

69 5 

0.7 

1 8 

44 

89 2 

28 7 

145 7 

47 3 

75 

4 1 

14 

Mean 

75 2 

06 

1 3 

40 

95 9 

29 2 

132 1 

39 1 

74 

50 

V.6 ; 

Range 

130 

1 6 

17 5 

19 

104 

5 3 

.35 5 

33 7 

12 

29 


Mrdium Literacy Rale IMstrtcts 145-69 per cent) 










8 Kolhapur 

66 9 

07 

1 3 

39 

97 1 

29 0 

141 3 

47 7 

73 

54 

6 

9 Sauna 

66 7 

I 0 

1 1 

31 

97 3 

26 5 

135 0 

.31 0 

72 

56 

4 

10 Akoia 

■ 65 8 

0 8 

08 

44 

96 7 

29 8 

1553 

48 0 

65 

44 

12 

11 Bhandiira 

647 

09 

10 

35 

95 3 

33 4 

142 8 

42 9 

79 

48 

3 

12 Jalgaon 

64 3 

0 6 

0 8 

37 

95 8 

27 5 

136 0 

54 9 

69 

44 

19.5 i 

13 Raigad 

64 0 

1 3 

1 7 

.34 

93 1 

.12 0 

151 2 

58 1 

HO 

42 

5 

14 Kainagiri 

62 7 

1 7 

1 6 

27 

96 5 

28 1 

151 5 

26 1 

53 

6 0 

2 

IS Sangli 

62 6 

1)7 

0 9 

36 

97 2 

29 8 

143 9 

55 1 

74 

42 

>1 t 

16 Nasik 

62 3 

0 8 

1 0 

40 

91 3 

29 I 

140 2 

5.3 7 

69 

46 

15 ! 

17 Buldhana 

61 7 

08 

0 7 

40 

98 3 

30 2 

142 3 

55 1 

66 

42 

17 ! 

18 Ahmednagar 

61 0 

0 8 

OK 

39 

95 3 

24 0 

136 0 

60 8 

61 

42 

26 5 

19 Chandrapiii 

.59 4 

09 

0 7 

39 

93 2 

27 1 

135 5 

55 5 

47 

47 

24 . 

20 Yawatin^ 

58 0 

1 0 

0 7 

41 

96 3 

26 4 

145 5 

54 4 

67 

38 

22 

21 Auiangahad 

57 0 

0 7 

0 8 

48 

901) 

.32 4 

152 2 

55 1 

.37 

39 

28 . 

22 Solupur 

564 

0 7 

0 8 

40 

97 4 

27 5 

145 4 

51 7 

70 

42 

16 

21 Lotur 

55 6 

07 

0 9 

43 

92 2 

34 6 

1544 

50 7 


4 0 

13 , 

24 Osmunabad 

54 3 

0 7 

06 

41 

91 9 

32 6 

151 7 

54 0 

25 

40 

2S 

25 Dhule 

51 2 

OK 

0 8 

38 

95 6 

25^ 

1187 

54 0 

57 

4 0 

26.5 

26 Bid 

49 8 

1 0 

0 8 

45 

87 6 

32 3 

159 3 

58 0 

57 

.3 5 

21 

27 Nonded 

48 2 

0 9 

1 0 

47 

92 8 

29 1 

174 0 

62 3 

64 

3 1 

19 5 

28 Parabhani 

47 6 

08 

Oh 

39 

79 6 

32 8 

1.52 1 

64 0 

50 

34 

23 

29 Jatna 

46 3 

08 

0 7 

50 

89 3 

33 0 

1467 

(>6 2 


3 5 

2** 

Mean 

.59 2 

08 

1)9 

39 

93 6 

29 1 

144 8 

52 8 

56 

4 1 

16 7 

Range 

20 6 

1 1 

1 1 

21 

187 

10 6 

55 3 

40 1 

55 

■>0 

1 

Low Literacy Rate Dkirkts (0-44|ier cent) 










i 

30 Gadchiroli 

42 9 

1 6 

0 4 

34 

74 9 

186 

134.4 

67 6 

37 

30 

1 

Maharashtra Mean 

649 

08 

1 0 

39 

94 3 

28 9* 

140 2 

49 4 

69 

44 

IS 5 1 

Range 

39.6 

1 6 

17 8 

25 

24 7 

16 0 

55 3 

51 1 

57 

39 

1 

6 

India Mean 

52 2 

08 

OK 

42 

89 8 

199 

125 6 

48 1 

108 2 


16 

Range 

51 3 

23 

5 5 

327 

0 5 

32 3 

101 1 

8,3 7 

89 2 


1 


Notes (I) Cols 7,10-12 Means of high and medium literacy coiegunes arc calculated using available prupoitionaie data inMcad of actual figuieii 

(2) The data for India aie for the years as indicated in ihc relevant cable relating to stales and .irc the closest available < 

(3) The data for India iclating lo drop-out and enrollnicnt rates are foi classes I-.4 | 

Soon es Col 3 NIAE StaustH ol Daitihase for Luiiu \ /W/. Vol II. New Delhi. 1993. based on Census data ^ 

Cols 4-7 and 9 Bused on Directorate of Education Maharashtra Stale, Education ai a Clanie 1992-93, Pune, 1994 f 

Col 8 Based on Directorate of EconoinicN and Statistius. Statistical Abstract of Maharashtra State 1986-87, Bombay, 1991 r 

Cols 10-12 In S Ingle. A Report on Analysts ol Data on Human Development Indicators in Maharashtra. Bombay. TISS. 1993. hosed oi. 

Directorate ol Education, Maharashtra .State. Education at a Glance 1990-91 ^ 
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rowth pci annum over the range of 
atcgones of districts The movement of 
opulation I rum regions of undcrdevelop- 
lenL ol natural increase in population 
nd low literacy to high density centres 
f urbanisation serves to balance out this 
'henomenon The lower end of the range 
•rmedium literacy distnets and Gadchiroii, 
tic only low literacy district, have com- 
' >00111 vely high concenirationsof depn ved 
omniunitics Pearson s correlation eexsf- 
' icient values have been indicated in Table 
' '0 for all the 30 districts of Maharashtra 
' jid for each ol the relevant categories ut 
listncts. Fot the state as a whole, the 
' oilowing indicuturs show a strong posi- 
ive relation with literacy rate and with a 
legrce ol signilicancc that is in the fol¬ 


lowing descending order female literacy 
rate, urbanisation, the lelative index of 
development and the density of popula¬ 
tion It IS interesting to note that these 
indicators arc also strongly related to lit¬ 
eracy tor the 452 districts of the country 
and in exactly the same order of signifi- 
cancx:. as seen in the previous table. The 
contigurjiiiin ol variables in degrees of 
signilicancc and .strength of relation with 
literacy rate, remains broadly the same lor 
the total 452 disincis and the 237 medium 
literacy disincis ut the country, as well as 
for the 22 medium literacy districts of 
Mahaiashtra. suggesting a definite central 
tendency Vaiialions in observation/ 
sample si/e explain the slight deviations 
trom a gcnctal trend. 


One might conclude from the foregoing 
that certain principal co variants of literacy 
mmain constant, both at the national level 
and within particular states which are mere 
spatial/administrative orderings of social 
characteristics It is at the level of catego¬ 
ries of districts, especially the high and 
the low literacy rate une.s. that the particu¬ 
lar configuration ot variables takes on a 
distinct character in their relation to lit¬ 
eracy rate It IS here that the political 
economy of uneven development asseris 
itselt in a stark manner in its relation to 
literacy. For example, in the high literacy 
districts of Maharashtra the density oi 
population - strongly related to popula¬ 
tion giowth which shows a significant 
negative cot iclation with literacy m the 52 


Iahii 2S Maiiarashiiia (Disnticis) Tihai Kankfo DimixiNapimi. Hlaihi. .S(Xio-Eciisomk anhEiuk viionai CHARACTUtisncs 


_ Total Rankeil Chara rteristiLs_ 

SN Di'iiritls Literacy Kale Liicraiy Kanfcs .Sotio-Deinu Ilealih Sociu Ekunuiiiic Eduiatioiial Total 

7f Age IWI IV9I 

I) (2) (.1) (4) LS) (6) (7) iXi l9i 


-Ugh Literal y Kale Stales (70 per cent *t 


Greater Bombay 

82 S 

1 

4 

26 

1 

7 

5 

! .Sindhudurg 

7S 8 

2 

23 

21 

15 

1 

9 

1 Nagpur 

73 6 

1 

15 

3 

5 

8 

3 

I Pune 

71 1 

4 

1 

17 

.3 

18 

4 

> Amaravali 

70 1 

5 

27 

9 

17 

10 

15 

> Wardha 

70 0 

6 

28 

14 

20 

9 

!K 

7 Thane 

69 5 

7 

3 

1 

2 

14 

1 

\4ean Ranks 

75 2 

4 

144 

MO 

90 

9 6 

79 

Spearman's rank conelation uiefTieicm 



Oil 

-(» 7S* 

0 32 

0 71 

-0 04 

Medium Literacy Rule IliitIricIs (45-69 per cent s-) 







i Koihupur 

66 9 

8 

■s 

12 

4 

6 

2 

4 Suiara 

66 7 

9 

9 

10 5 

10 

4 

8 

to Akola 

65 8 

to 

20 

5 

21 

12 

II 5 

11 Bhandara 

64 7 

11 

25 

28 

14 

t 

16 

12 Jalgaun 

64 3 

12 

16 

29 

18 

19 5 

25 

13 Raigarh 

64 0 

13 

6 

16 

6 

5 

6 

14 RaUiagtri 

62 7 

14 

19 


1 3 

2 

10 

15 Sangli 

62 6 

15 

5 


8 

n 

7 

16 Nashik 

62 3 

16 

II 

25 

7 

15 

14 

17 Buldhana 

61 7 

17 

II 

27 

24 

17 

2b 

18 Ahmrdnagar 

61 0 

18 

21 

22 

II 

26 5 

20 5 

19 Chandrapur 

59 4 

19 

24 

4 

19 

24 

17 

20 Yavatmal 

.58 0 

20 

30 

18 

23 

22 

28 

21 Aurangabad 

57 0 

21 

7 

1.3 

12 

28 

13 

22 Solapur 

56 4 

22 

17 

19 

9 

16 

115 

23 Latur 

55 6 

23 

14 

8 

30 

13 

22 

24 Osmanaliad 

S4 3 

24 

26 

2.3 

29 

25 

.30 

25 Dhule 

51 2 

25 

22 

30 

16 

26 5 

27 

26 Bid 

49 8 

26 

IS 

10 5 

26 

21 

23 

27 Nonded 

48 2 

27 

II 

6 

28 

19 5 

20 5 

28 Parbhani 

47 6 

28 

8 

IS 

27 

23 

24 

29 Jalna 

46.3 

29 

10 

7 

22 

29 

19 

Mean Ranks 

59 2 

19 

15 1 

16 1 

17 1 

16 7 

17 3 

.Speoiman's rank conetalion coefTicicnt 



0 13 

-012 

0 6.3»« 

0 73** 

0 59** 

Low Literacy Kate Distrfctc (0-44 per cent) 







30 Gadchiioli 

42 9 

30 

29 

20 

25 

30 

29 

Maharashtra Mean Ranks 

649 

155 

15 5 

15 5 

155 

15 5 

15 5 

Mafaarashiia 








Spcaii'iuns rank uirrelaliun coefticienl 


U 18 

0.03 

0 67'** 

0 75** 

0 72** 

India Mean Ranks 

52 2 

16 7 

16 

16 

16 

16 

16 

India Spcaiiiiaii's r.uik itsielotion 








boefficicnt 



0 63»* 

0 82** 

0 50** 

0 5/** 

0 88** 


Note Col V Total indiiates the ranked mean of mean ranked values at diftcreni ‘indicaton’ grouped under ‘characteristics’ piescnied in the previous 
tohies However enU ‘i-8 are ranks of mean values ot those indicaloi.<> 

Stmirr Based on pievioiis tables relaiing to demographic, health, soiio-econom<c and educational chaiabteiistics m iheir relation to literacy 


l<j|8 
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high literacy districts of the previous table 
- gains sigiuficance alter female litersBy 
rate. In the 163 low literacy distncLs of the 
tonner table, the relative index of devel¬ 
opment gams comparative significance 
after female literacy rate. A comparison 
with Maharashtra where there is only one 
low literacy district cannot be made as 
regards level ol significance of correlation 
values for low literacy districts. 

Table 21 presents a relation between 
literacy and socio-dcmographic variables 
for caiegonsed districts in Mahaneshtra 
The data suggest that the decadal gniwth 
rate ol popu lation (20.2 percent) in Greater 
Bombay, the highe.s( literacy distnet (82.5 
per cent) ol Maharashtra, is reaching a 
plateau It has total urbanisation and a 
density that is an alarming 16.460persons 
per .sq km This growth rate of population 
IS lower than that for ihc state as a whole 
(25.4 per cent), but leaves a large residue 
ol I 5 million non-literates in the age 
gn>up ol seven years and above within its 
total population ol '> 9 millions New 
centres ol urhanisation have developed 
within the high literacy category ol dis- 
tiicis Thanc(64 6)M:rccnt). Nagpur(6l 8 
per cent), Pune (50 7 per cent) and 
Amravati (.12 6 pci cent) I'he mean den¬ 
sity ol population in this high literacy 
category is 473 persons per sq km. as 
compared to 256 lor the .state and .54 for 
the only low litci acy di.strict ol Gadchiioli 
Othei suhccnties ol population growth 
rate have emerged within the state in the 
medium literacy belt and especially in the 
Marathwadaregion Nushik(28 5pcrccnt), 
Auiangabad (39 3 per centi, Latur (29 4 
per cent), Bid (28.7 per cent), Naiidcd 
(310 per cent), Parbhani (28 7 per cent) 
andJalna(32 .Ipcrceni i Except for Nashik 
and Aurangabad, none ol these districts 
have a high percentage of urbanisation 
and except lor Nashik, all these di.s(ncts 
tall in the scmt-arid. underdeveloped 


Marathwada region of the state. The fore¬ 
going data suggest that a major contradic¬ 
tion between population growth and the 
meeting ol ba.sic needs is emerging within 
the districts ol the Marathwada region, all 
of which fall at the lowerendof the category 
ol medium literacy. This will be elabo¬ 


rated below. 

The sex ratio, an indicator of the stal| 
ol women, is perhaps true for the tribl 
distnet of Gadchmih (976) but represeni 
a migialion of the menfolk away from tH 
less developed districts like Satara (1,03] 
and the Konkan districts of Ratnag^ 


Table 27 Goa (Districts) Litikao anii Hsaitii CHARAiTCRisncs 


Sn 

Distncts 

Literacy 

No of 

Inlant 

Crude 

Biith 

NotJ 



Rate 

Beds/Lakh 

Munalily 

Death 

Kale 

Doclw 



7+ Age 

Population Kate/I.(KH) Ratc/I.(MIU 


ijiji 





Population Populaiiun 


PopulatK 



1991 

1993 

1991 

1990 

1990 

19!); 

in 

(3) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1 

North Goa 

77 7 

376 

29 

76 

184 

716 

2 

South OiMi 

72 6 

317 

14 

5 K 

18 5 

4.5 3 


Goa Mean 

7SS 

150 

22 

68 

184 

58 5 


Range 

.1 1 

59 

15 

1 8 

0 1 

26.1 


India Mean 

S2 2 

119 

80 

98 

29 5 

4201 


Range 

51 3 

2')0 

109 

10 < 

71 9 

.56.41' 


Note. Du.- data lor India are tor the years as indicated in tlie relevant table relating to slates oif | 
are the closest available 

.SoMitri C'ol 1 NIAE, Vol II, New l>clhi 19*11, based on Census da | j 

Cols 4-8 DiiVLloraie ut Health .Services. Cuverniiicnl iil Goj, Health SIbIihIils at a OlanLl I 
Panaji. I99S !/ 


IaMI 28‘ GUA (DiSIRKTS) LiaRAC V ANU.Sof'KvEK'UNtlMICrilARACrhRlsm’S I' 


S No Dislricls/ 

Literacy 

Relative 

Per Cap Int 

Per Cent ot 

Mean A|| 

Stale 

Rate 

Index ot 

at Qirrent 

Agrtiuliural 

ai Mama, 


7 + Age 

Development 

Pnccs 

Labourers 
lo Total Main 

(ot Worn 


1991 

1991 

1992-93 

Workers 1991 

1981 1 

(1) (2) 

(1) 

(4) 

(5) 

161 

47) 1 

1 North Glia 

777 

25.5 


86 


2 South Goa 

72 6 

223 


10 1 


Goa Mean 

75 5 

222 

10.128 

92 

22 0 

Range 

5 1 

32 


1 5 


India Mean 

52 2 

too 

6.249 

26 I 

18 3 

Range 

51 3 

470 

8,370 

19 1 



Note The data for India and Goa ore tor the years as indicated in the relevant table wluling to sialj 
and aic the closest available I 


Si>unf\ Col 1 NIAE. Suiltstuul Datuhasr for lAtettuy, V»l II 1991. Nets Delhi 1991. bused 
1991 Census dam 

Col 4 Cenim for Monitoring Indian Economy. Proriles of Distncis Bombay. November 19S: 
Cols Times of India. (Xloher 21, 1994 

Cols b. 7 Directoreic of Health Services. Covcrniiicni ot Goa, Health Statistics m a Glamj 
Panaji. 1993 


Tabu 26 Goa (Disikk'isi Liiuiacy and DEstuoRAWic Charao eristics 


Sn Distncts 

Literacy 

Decadal 

Sex 

Per Cent 

Density 

Per Cent 

Per Cent 

Percent 

Tot Pop 

N(i 


Rate 7+ 

Giowth 

Kano 

of Urban- 

ot 

of SC/ST 

ol .SC 

of ST 

(O(X)'s) 

Literaj 
7+ A * 
((NXIt 


Age 

Rote ol 


isatiun 

Population Population 

Populaiton Population 




Population 









1991 

1991 

1991 

1991 

1991 

1991 

1991 

19910 

1991 

19! 

(1) -(2) 

(3) 

(4) 

i5) 

(6) 

(7) 

(8) 

(9) 

(101 

(111 

‘•i 

1 Nonh Goa 

77 7 

16 9 

964 

.33 9 

382 

24 

2 5 

wmm 

mmm 


2 South Goa 

72 6 

14.8 

975 

.50 4 

257 

1 6 

I 5 




Goa Mean/Total 

75 5 

160 

9o9 

41 0 

115 

2 1 

2 1 




Range 

5 1 

2 1 

II 

16 5 

125 

08 

I 0 




India Mean/Toial 

52 2 

23 6 

929 

25 7 

273 

24 6 

16 5 

HI 



Range 

51 3 

42 8 

247 

81 2 

6342 

92 8 

28 2 



nni 


Nou The data fo, Inoiu and Goa are for the ycoia as indicated in the relevant table relating to stales and aie the closest available f 

Suwntii Cols 3,11,I2.NIAE, SiattxUiul Databtue foi ljurm v. Final Population and Literacy. Vot-ll, New Delhi, 1993, based on Census data f 
Cols 4 S KG Jolly, Literacy for All by 2001. .Stiaiegies at district level (Based on 1991 Census Data), De)hi, 1991 1 

Cols 6-7 Centre lor Monitoring Indian Ecoooiny, Profiles of Distncts, Bombay, November 1993 ) 

Cols K-iO Census of India. Pinal Population Tol.ils. Senes I. Paper I ol 1992 [ 
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1,211), Sindhudurg r 1.140) and Raigaiii 
1,012) to the nwtropolisof Bombay. There 
. a strong lelauon between illiteracy and 
' le concentrauon of SC and ST popula- 
ons as seen from the fact that about half 
f the eight districts that have a literacy 
ite of 55 per cent or below have propor- 
.ons of these deprived communities that 
re higl»r than the average for the state 
20.4 per cent): Gadchiroli (50.9 per cent) 
nd Dhule (46.1 per cent), two areas of 
I ibal concentration: and Nanded (30.0 per 
'em) and I^tur (21..3 per cent) in the 
' 4arathwada region However, in the rela> 
vely uibamsed districts of the high lit- 
racy category - Nagpur, Amaravati and 
Vatdha - the SC among these disadvan- 
' iged communities appear to have ben- 
fited from the general availability of 
ducational infrastructure. 

The seven high literacy districts in 
teharashtra. with 36 |ier cent nt the total 
opulation of the state and 26 per cent of 
te non-literates falling in a residual cate- 
ory, are also conceniiations of illiteracy 
Precisely because of the density of popula- 
lOn. CoiKidenng that these seven distncts are 
.kely to be joined by at least 11 others 
iat^veal99I literacy rate ofbO per cent 
ml above, close to two-thirds of the .30 dis- 
'Kts of the state would lie falling in the high 
'teracy rone by the year 2001. These 
,lends need to be seen in the context of the 
uality and availability ot formal educational 
acilities. as seen in a subsequent table. 
The relation between htetacy and health 
haractenstics within disuicts in Maha- 
a8hatraisprc.sentedinTablc22 The high 
teracy distncts in general arc in a belter 
ituation as regards number ot hods (mean 
41) and diKtors in rural pnmaty health 
entres (mean 5.7) pci lakh of population 
s compared to the medium literacy dis- 
icts (means 137 and 4 6. respectively). 


A distnet which stands out with respect 
to the adequacy of these facilities and a 
consequent positive impact on its crude 
death and infant moitality rates is Sangli 
district The regions within the state which 
suffer from a shortage of health infrastruc¬ 
ture are the Konkan belt of Raigad. 
Ratnagin and Sindhudurg districts, and 
the Marathwada region bordering on 
Andhra Pradesh An unexpected piece of 
data IS the high proportion of 8.2 doctors 
in rural primary health centres per lakh of 
population in the tribal district of 
Gadchiroli. the lowest literacy district in 
the slate This could po.ssibly be due to 
the low density ot population ami the 
concentiatedcharactcrol the facility. Data 
for infant mortality, ciude death and birth 
rates, which normally would be indicative 
ol the impact of the availability of health 
inlra.siructure. do not correspond to ex¬ 
pected trends Tlie major reason appears 
to be that the information suffers tiom 
underreporting However, the general trend 
ol data do .suggest (hat the.se two regions, 
Marathwada in particular, arc areas of 
deprivation with respect to basic health 
services. 

Tlic health situation in Greater Bombay, 
the highest literacy di.sinct in the state, is 
noteworthy tor its sharp internal conlra- 
diction the highest number of beds (402) 
per lakh of population among the distncts 
in the stale, yet the highest infant mortality 
(59) and crude death (7 6) rales per thou¬ 
sand population in (he state. The major 
regions within the .state represent three 
poles of a growing contradiction within 
the slate's dcvelopmcnui trajectory, the 
Greater Bombay region whose industrialis¬ 
ation and commercialisation draws in flows 
of humanity in a proportion that its infra¬ 
structure lor basic needs is unable to 
.support, the underdeveloped Konkan belt, 


the hinterlmd for drawing out human and 
hoiticultural resources; and the Marath¬ 
wada region, denuded, semi-arid and with 
a concentration of deprived communities 
who have to face .seasonal drought, un¬ 
deremployment and consequent migration. 
This .state scenario is broadly repiesenta- 
ti ve of the national level political economy 
of residual illiteracy within a context of 
ma.vs illiteracy. 

Socio-eainomic characteristics closely 
follow the distribution of literacy within 
the state, as will be seen from Table 23. 
The relative index ot development is 
highest in Greater Bombay (704) as also 
the mean for the high literacy distncts 
(191), as compared to that of the medium 
districts (72) and the low literacy 
Gadchiroli (64). The mean index for the 
state IS 164 and foi the nation 100. Kolhapur 
district with an index of 104 is a positive 
feature in the medium literacy category. 
Sindhudurg and Ratnagin in the Konkan 
stnp and all the Marathawada distncts 
stand out as areas ol relative depnvation 
Con.sidcnng the spread ol i ndustnuli.sation 
from the numbei ot registered factones in 
1986-87 one finds that Greater Bombay 
(9,.361). in particular, and Thane r 1.956) 
together with Pune (2,234) lorm a comdor 
ot industnalisadon towards the ca.st. Other 
industnal suhcenires with registered lac¬ 
tones are Nagpur (1200) also in the high 
literacy category. Nasik (920) to the north 
and Kolhapui (920) and Solapur (1,773) 
towards the .south-east. All the seven 
districts ol the Marathwada region, with 
the exception of Aurangabad to some 
extent, are depiivcd of industrialisation 
I'hc situation in agriculture a.s well rep¬ 
resents a stark picture of inequity a.s a 
rc.sult of large proportions of landless 
agncultural labourers to main workers in 
a region where, ironically, agnculture pro- 


Tsbli 29 Goa (DisrRK'rsl LnsRAf y and Edik AnoNAU Cmaracifrisik s 


No DiKtriccs 

1 ilcracy 

No ot Primary 

No ol Pnmaty 

No of Stud 

Per Cent of 

Percentage 

No ot Enrotmcnls 

Diopoul 

Enrol¬ 


Rate 

Schools/ 

Schools/ 

in Primary 

Trained 

of Budgetary 

in Priiiiaiy 

Ratio 

ment 


^+ Age 

1 (XK) 

5 Sq Kill 

School/ 

Teachers in 

Expenditure 

.Schools/ 

Class I-V 

Ratio 



Population 


Per 1 eachet 

Pnmary 

on Education 

l.tXM) Popu¬ 

Class l-V 






Schools (Revenue Acuuni) 

lation 




1991 

1990-91 

1‘•90-91 

1990-91 

1990-91 

1989-90 

1990-91 

1989-90 

1991 

) (2) 

(3) 

(4) 

t5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

North Goa 

77 7 

1 u 

2 0 




1.56 1 



South Goa 

72 6 

09 

1 2 




163 7 



Goa Mean 

75 5 

09 

1 3 

21 

94 0 

42 4 

159 4 

1 4 

102 9 

Range 

5 1 

0 1 

OX 




7 6 



India Mean 

52 2 

OX 

OH 

42 

89 g 

19 9 

125 6 

48 1 

108 2 

Range 

51 3 

1 s 

5 5 

32 

70 5 

32 3 

101 1 

83 7 

89 2 


Uftfs J The data lor India and Goi' arc tor Ihe years os mdisaied in die lelcvant table relaimg lo the slates and are the closest avaitable 
2 The data lor India and Goa relaimg to drop nut and enrollment r.«c.s are for classes l-V 
outtes Col 3. NIAE, Sialiuital Dauihasr foi Liiriai y VoI II luvi. New L)clhi.l99.3, based on 1991 Census data 

Cols 4-9. 11 (1) Data for distncts ate based tm Diicctoraie of Education, Educational Statistics at a Glance. Guverninenl of Goa, 1992-93 
and Census ol India 1991, Final Population fmals. Vnl II. Senes I, Paper i of 1992 

(2) Data for Con and India. Ministry ol HRD (Department ot Education), Planring, Monitoring and Statistics Division, Selected Educational 
Siaiisiics, I9v('-91. New Delhi. 1992 

Col lU Centre fni Momionng Indian Econoiiiy. Basic Statistics Relating to States m India, Sepi.'inber 1994 
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vtdes empfoyment for barely half the year. 
The tribal areas of Dhuk and GadcfntvJi 
js«l districts in the VidaxhhsL sstV 
as Amratviiil, and 

Yavatmal all show high percentages of the 
landless. The mean age at marriage for 
women was the highest in 1981 in the 
urbanised areas of Greater Bombay and 
Thane and generally the lowest in the 
impovenshed regions of the lowest lit¬ 
eracy districts in the Marathwada area. 
Gender, class and community together 
with illiteracy, tend to work in a vortex 
of deprivation in the state. 

How does formal basic education fare 
(Table 24) in this relaiively high literacy 
state marked by an o>er-rcliance on high 
intensity mdustnalisation and commer¬ 
cialisation for employment generation'’ 
The high literacy distncts arc on the average 
better endowed with educational infra¬ 
structure as seen from the highest concen¬ 
tration of primary schools per sq km (1.3) 
- largely enhanced by Greater Bombay 
(18 2) - the highest pi-icentagc of trained 
teachers in those schools (95 9 per cent) 
and a high percentage of budgetary expen¬ 
diture on education (29 2 per cent) The 
tnhal districts of Dhuie and Gadchiroli. 
together with the districts of the 
Marathwada region that fall at the bottom 
end of literacy ranking, are generally the 
lowest with rc.spect to these educational 
assets and investment indicators, except 
surprisingly as regards percentage of 
budgetary expenditure. This rate of ex- 
pendituie is perhaps the result of the high 
formal enrolments in pnmary schools per 
thousand population which are generally 
higher than the state (140.2) and national 
(125.6) mean, except for Dhulc and 
Gadchimli districts I'hat budgetary ex¬ 
penditure IS a product of enrolment, which 
is in some instances a formality for the 
records, is confirmed by the generally low 
enrolment ratios to the age group conc- 
sponding to classes 1-7, which are in the 
case of each of the Marathwada districts 
lower than the state mean of 69. Moreover, 
in all these districts the drop-out rates for 
classes 1-7 are higher than the state mean 
49.4 percent. The mean years of schooling 
for this, elementary educational level is 
lower than the state mean of 4.4 years. 
There appears to be a .strong push factor 
exerted away from crowded classrooms as 
seen from the fact that all the distneu in 
Marathwada have a number of students in 
primary schools per teacher that is higher 
than the average for (he state (39). 

Other districts with drop-out rates higher 
than the state mean are Jalgaon, Raigad, 
Ahmednagar, Yavatmal and the tribal 
districts ofDhule, Chandrapurand Gadchi- 


roh. In conuasu the populaikxi in the Kcmkan ifie mnth where tourisnt was the mainitmy. ^ 

districts of Smdhuchirg and Rmnogiri sec The sex talvo VW bQtl\ VVve 

■<&. 4 . -roeass. M4 iJmi vsa'Mwak N&NtV Twt ^ W 


their impoverished regions to Greater 

Bombay. This may generally be seen from 
the high inputs by way of schools, trained 
teachers, teacher-student ratios and bud¬ 
getary expenditure, as well as the impact 
in terms ot low drop-out rates and high 
mean yean, of schooling: indicators which 
arc among the best in the state. 

The high literacy, urbanised districts 
with high density of population such as 
Greater Bombay, Nagpur and Pune appear 
to have exhausted their capacities to cater 
to the formal education of those younger 
generations who are potentially the re¬ 
sidual illiterate This may be .seen from the 
low ratios ot pnmary schools and enrol¬ 
ment in these schools per thousand popu¬ 
lation. While able to retain the enrolcd and 
provide them generally lunger mean years 
of .schcwling thanks to better human and 
matcnal resources as compared to other 
distncts,thcse(xntresof urbanisation leave out 
sueable numbers of new migrants in the 
informal and poorly housed sectors. 

Spearman's rank correlation coefficients 
between literacy rate with each of the total 
ranked characteristics ot categorised dis- 
tncls in Maharashtra (drawn from previ¬ 
ous tables) arc pre.sented in Table 25 
Thane and Nagpur districts in the high 
literacy categoiy together with Kolhapur 
at the head ni the medium one. lead the 
aggicgate rankings. Osmanabad and 
Yavatmal in the medium literacy category 
together with Gadchiroli in the low. bring 
up the rear among the .30 di.stncts m the 
.state. Consideiing all the districts as a 
whole and (he medium literacy distnets. 
one IiikIs that the correlations arc stron¬ 
gest with tonnat elementary educational 
charactenstu's and with socio-economic 
ones. The strain on the health infrastruc¬ 
ture in the high literacy urban distnets ot 
Maharashtra is rcflecied in its negative 
correlation with literacy rote 

An anal) SIS similar to that of 
Mahara-shtra. the state heading the me¬ 
dium literac) belt at the national level, 
could be earned out for Goa, a state well 
within the high hieracy category Table 
26 presents a relation between literacy and 
some st‘cio-demugraphic charactenstics 
for the two distnets of Goa. mirth and 
south The decadal growth rate of popu¬ 
lation at 16 per cent is well below the 
■ national 23 6 per cent. Urbanisation is 
greater in the south district (50.4 per cent) 
which has opened up to mdustnalisation, 
international trade and commercial ex¬ 
traction of minerals to a larger extent than 


age group seven years and above TheM 
remain largely concentrated in the eastern 
belt of (he state, so that the north-south^ 
distribution of sociivdemographic dattr 
detuses the contradictions of uneveod 
development within the state. 

As seen in tabic 27. the northern districts 
IS better endowed with numberof beds and 
diKiors per lakh of population But this 
does mil seem to have made a difference 
to the inlant mortality and crude death 
rates as compared to the southern disriict. 
However, this high literacy state peifomis 
tar better than the national mean as regards' 
all these indicators Socio economic char- 
actci i.stics closely relate to the distribution 
ot literacy within the stale Table 28 
suggests that North Goa with a litetacy 
rale ot 77 7 per cent has a relative index 
of development ot 255 as compared to 223 
in the south where (he literacy rate is 72.6 
percent These indices are more than twice 
(he national mean. Per capita incomes and 
the mean age ot marriage for women are 
well abov-' that of the country, demon¬ 
strating the close relation Iwtween eco¬ 
nomic, social and educational indicators. 
The percentage ot agricultural labourers 
to total main workers is only 9.2 per cent 
as compared to the national 26 1 percent, 
suggesting a tar greater equity as regards 
relations of pnxiuction in agiiculture 
Table 29 presents the relation between 
literacy and other basic educational indi¬ 
cators in Goa While the indicators of 
availability ot pnmary educational infra- 
structuie and human resources in the state 
arc only slightly above the national mean, 
because ul the density nt population in the 
former, the impact in terms ot teacher - 
student ratios and lowered drop-out rates 
IS quite significant. The state speul 42.4 
per cent ot its budget (revenue acccHint) 
on education as compared to only 19 9 per 
cent in the country 

(To be concluded) 

Note 

2 The Cenin: tor Moniluiing IniJidn Eiunomy 
Im.s ciinipuicd a lelalivc index ul dcvctupinent 
III order lo have a luugh index tor undersuinding 
the distnutwiM; regional iiiibalam.cx ut incomes 
in tlie country ThepullcmolweighiagerBnecis 
the relative importance of the different secton, 
of the economy and is os follows ognculiuic 
-^stor 13$ per cent I. mining and manufacturing 
sector (2.S per cent), the service secloi (40 pei 
cenll. inclusive of per ciqiitu honk deposit I I.S 
per cent), per capiu honk ctrdit (u services 
(I.S per (.ent). iiieracy (4 per cent) and 
urhonisnlion (h per cent) (CMIE i943.i]. 
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ING BARINGS 

ING BANK N.\: 

(INDIAN BRANCHES) 


(Incorporated with limned liability in the Netherlands) 


HALANCh SHHET AS AT JJST MARCH, I9W 

PROUT & WSS ACCOUNT FOR THE YEAR 

ENDED 31ST MARCH. 1999 

(Rs in '0(X)s) 

(Rs in '(X)0s) 


Schedule 

As on 

As on 


Schedule 

Yeai ended 

Year ended 


No 

31-3-99 

31-3-98 



No. 

31-3-99 

31-3-98 

CAPITAL & LIABILITIES 



I. 

INCOME 




Capital 

1 

679.240 

679,240 


Interest Earned 

13 

668,759 

450,124 


Other Income 

14 

128,838 

233,572 

Reserves & Surplus 

2 

167,889 

165,736 





_ 

Deposits 

3 

1.926,‘.59 

961,650 


TOTAL: 


797497 

683,696 

Borrowings 

Other Liabilities & 

4 

.3,319,912 

3,233,397 

II. 

EXPENDITURE 




Provisions 

5 

290,611 

228,137 


Interest Expended 

15 

441,394 

354,930 

TOTAL; 


6,384,611 

5468.160 


Operating Expenses 

16 

281,523 

164,836 




. . ... 


Provisions and 









Contingencies 


72,527 

56,436 

ASSETS 





TOTAL; 


79.5444 

576402 

Cash and balances with 




III. 

PROFIT/(LOSS) 




Reserve Bank ot India 

6 

298,154 

171.966 


Net Profit for the year 


2,153 

107,494 

Balances with hanks and 





Prnht brought forward 


115.662 

29.667 

money at call and short 
Investments 

notice 7 

151,339 

562,377 





8 

2,510.606 

2,432.002 


TOTAL: 


117415 

137,161 

Advances 

9 

2,723,828 

1.484,2.37 




Tsr .. . I, 


Fixed Assets 

10 

58,642 

53,532 

IV. 

APPROPRIATIONS 




Other Assets 

II 

642,042 

564,046 


Transfer to Statutory 




TOTAL; 


6484,611 

5468.160 


Reserves 

Balance earned over to 


431 

21,499 

Contingent Liabilities 


5,806,855 



Balance Sheet 


117.384 

115.662 

12 

14.293,903 


TOTAL: 


117415 

137,161 

Notes to Accounts 

17 



Notes to Accounts 

17 




Notes and schedules to the accounts fonn an integral part of the Notes and schedules to the accounts form lui int^al part of the 
Balance Sheet Profit and Loss Account 


As per our report of even date 
For and on behalf of 

RAJESH RAJEEV & ASSOCIATES For ING BANK N.V. 

Chartered Accountants 

Sd/- Sd/> Sd/- 

CHANDRASHEKHAR ASISH RATH PRADEEP SAXENA 

PARTNER CHIEF OPERATING ORPICER CHIEF EXECUTIVE OFFICXR 

Place : Mumbai 
Dated. 30 June 1999 
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ING Ai)BARINGS 
ING BANK N.V. 

ONDIAN BRANCHES) 

(Incorporated with limited liability in the Netherlands) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs in '(XXH) 


As on 

As on 

31-.3-99 

31-.3-98 


SCHEDULE 1- CAPITAL 
Capital (The Amount brought m 
by Bank by way of start-up 
capital as prescribed by RBI) 

TOTAL: 

Note: Amount of Deposit kept in I 
S.G.L tucount with the RBI 
under S 11(2) of the Banking 
Regulation Act, 1949 is 
Rs 89,0(X).000 
(P.Y Rs 54.000,00(V-) 

SCHEDULE 2 - RESERVES & 
SURPLUS 
Statutory Reserve 
Opting Balance 
Additions dunng the year 

Closing Balance 
Balance in PioBt and Loss a/c 
Opemng Balance 
Additions dunng the year 

Closing Balance 
TOTAL: 

SCHra)ULE 3 - DEPOSITS 

A. I. Demand Deposits 

(i) Prom Banks 
Oi) From Others 
II. Savings Bank Deposits 
ni. Term Deposits 

(i) From Banks 

(ii) From (Dthers 

TOTAL: 

B. (0 Deposits of branches 

in India 

(ii) D^osits of branches 
outside India 

TOTAL; 

SCHEDULE 4 - BORROWINGS 
I. Borrowings in India 

(i) Reserve Bank of India 

(ii) Other Banks 

(ili) Other Institutions and agoicies 
IL Brnrowings outside India 

TOTAL; 

Secured borrowings included in 
I and n above - R.s Nil 



50,074 

431 

50,505 

115,662 

1.722 

I r7',384 

167^89 


.50,074 

29,667 

85,995 


115,662 


165,736 


488 

164,283 

154,567 

Nil 

1.607.621 

1,214 

427,040 

37,628 

Nil 

495,768 

1326,959 

961350 

1,926,959 

Nil 

961,650 

Nil 

1.9M.959 


184,212 

2.357.500 

778,200 

Nil 

118,600 

1,7.56,000 

1,168,900 

189.897 

3319,912 

3333397 




As on 
31-.3-99 


(Rs in '000s) 


As on 
31-.3-98 


SCHEDULE S - OTHER 
LUBILITIES AND nHOVKIONS 

I. Bills Payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

TOTAL; 


SCHEDULE 6 . CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I. Cash in hand (including 
foreign currency notes) 

II. Balances with Reserve Bank 
of India 

(i) In Current Accounts 

(ii) In Other Accounts 

TOTAL; 


SCHEDULE 7 - BALANCES i 
WITH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 

I. In India 

(i) Balances with Banks . 

(a) In Current Accounts | 

(b) In Other Deposit 
Accounts 

(ii) Money at Call and 
Short Notice 

(a) With Banks 

(b) Widi Other Institunons 

TOTAL (A); 

II. Outside India 

(i) In Current Accounts 

(ii) In Other Deposit Accounts 
(ill) Money at Call and 

Short Notice 

TOTAL (B): 

GRAND TOTAL (A+B): I 



13,382 

Nil 

54.915 

202.314 


290,611 228.137 


295.622 

Nil 


170,1.37 

Nil 


2iW,154 171.966 


55,539 

Nil 


39,764 


55.539 


32,155 

Nil 

63,645 


151339 


39.764 

.54.598 

Nil 

468,015 

522,613 

562377 
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ING Mi) BARINGS 
ING BANK N.V. 

(INDIAN BRANCHES) 

(lnu>rporatcd with limited liability in the Netherlands) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Ks in fKXisi 

(Rs in '000s) 


As on 

As on 


As on 

As on 


31-3-99 

31-3-98 


31-3-99 

31-3-98 

SCHEDULE 8 - INVESTMENTS 



SCHEDULE 10 - FIXED ASSETS 



1 Investments in India in 



I Premises 

Nil 

Nil 

(i) Govcmmcni securities 

1,313,824 

1.017.215 



■■■■■■ 

(II) Other approved secuntics 

Nil 

Nil 

TOTAL (I) 



(III) Shares 

Nil 

Nil 



(IV) Debentures and bonds 

(V) Subsidiaries and/or joint 
ventures 

(vi) Others 

1.200,0(X) 

Nil 

Nil 

1,414,787 

Nil 

Nil 

II. Other Fixed Assets (including 
Pumituie 8l Rxtures) 

Opening balance 

100.889 



Additions dunng the year 

31,283 



2,513,824 

2.432,002 

Deductions dunng the year 

(7.714) 

(1,727) 

Less Provision lor dcprecialiun 

3,218 

Nil 

Depreciation to date 

(65,816) 

(47.357) 

TOTAL (A): 


2,432,002 

TOTAL (H): 

58442 

53432 

11 Investments outside India 

Nil 

Nil 

NET BLOCK (1 + II): 

58,642 

53432 

TOTAL (B): 

NU 

Nil 




GRAND TOTAL (A-t-B): 

2410,606 

2432,002 

SCHEDULE 11 - OTHER 




- - - .. 

- - - 

ASSETS 



SCHEDULE 9 . ADVANCES 



1 . inter-office adjustments (net) 

Nil 

Nil 

A (i) Bills purchased and 
discounted 

(ii) Cash credits, overdrafts 



II. Interest accrued 

101,627 

66,739 

181,371 

10,932 

III Tax paid in advance/tax 
deducted at source (net) 

94,885 

54,219 

and loans repayable on 

253,455 

397,541 

IV Others 


443,088 

demand 

TOTAL: 


564,046 

( 111 ) Term Loans 

2,288,802 

1.075,764 

642,042 

TOTAL: 

2,723,828 

1484,237 







SCHEDULE 12 - CONTINGENT 



B (I) Secured by tangible assets 

1,116,838 


LIABILITIES 



(ii) Unsecured 

1,606,990 

733,61! 




TOTAL: 

2,723428 

1,484437 

I. Liability on account of 
outstanding forward exchange 
contracts 

II. Guarantees given on behalf of 



C I. Advances in India 
(i) Pnonty Sectors 

513,340 

603,120 

3,1.50,325 

10,864,770 

(ii) Others 

2,210,488 

881,117 

constituents 
(a) In India 

839,677 

1430.380 

TOTAL: 

2,723428 

1,484,237 

(b) Outside India 

551.865 

Nil 




III. Acceptances, endorsemenu 



C.n. Advances outside India 

Nil 

Nil 

and other obligations 

456,178 

1,018,199 


-- 


IV. Other items for which the 



TOTAL: 

Nil 

Nil 

bank is contingently liable 

808,810 

1,080,554 

GRAND TOTAL: 

2.723428 

1484437 

TOTAL: 

5406455 

14493403 
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INGAi)BARINGS 
ING BANK N.V. 

(INDIAN BRANCHES) 

(Incorporated with limited liability in the Netherlands) 


SCHEDUUES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rs in '000s) 1 

(Rs in '(X)0s) 


Year ended 

Year ended 



Year ended 

Year ended 


31-3-99 

31-3-98 

1 


31 3.99 

31.3.98 

SCHEDULE 13 - INTEREST 



SCHEDULE 16 - OPERATING 



EARNED 



EXPENSES 



I. Inteiest/discount on 



1 

Payments to and provisions 



advances/bills 

398 785 

237.073 

91,841 

57,034 

II Income on investments 

III Interest on balances with 

264,342 

168,596 


tor employees 



Ri»erve Bank of India and 
other inter-bank funds 

5,615 

43.838 

II 

Rent, taxes & lightings 

24,921 

10,270 

IV Others 

17 

617 

III 

Printing & stationery 

3.373 

1,911 

TOTAL: 

668,759 

450,124 

IV 

Adveitisement & Publicity 

1,993 

2,586 




V, 

Depreciation on Bank's 



SCHEDULE 14 - OTHER 
INCOME 

1 

1 



property 

21,953 

17,878 

I Commission, exchange and 

- 


VI. 

Local advisory board fees. 



brokerage 

98,940 

105,721 


allowances and expenses 

323 

323 

II Profit on sale of investments 







(net) 

12,172 

82,320 

VII. 

Auditor's fees 

350 

350 

III. Profit on sale of land. 







buildings and other assets 
(nrt) 

148 

(263) 

VIII 

Postage, Telegrams, 
Telephones, etc 

24.393 

13,700 

IV Profit on exchange 






transactions (net) 

17,576 

45,794 

1 

1 IX. 

Repairs & Maintenance 

3,518 

3 875 

V. Miscellaneous income 

2 

Nil 


TOTAL: 

128,838 


X. 

Insurance 

3,623 

507 


1 


XII. 

Other Expenses: 



SCHEDULE 15 - INTEREST 
EXPENDITURE 




Professional 







services 

4,974 

3,780 

I. Interest on deposits 

285,078 

121,.340 


Travel expenses 

10,920 

6,054 

11. Interest on Reserve Bank 




Head office 



of India/Inter-bank 




.Admimstrtfive charges 

75,998 

36,849 

borrowings 

155,930 

211.119 


Others 

13,343 

9,719 

III. Othen 

1 

386 

22.471 





TOTAL: 

441394 

354330 


TOTAL: 

281,523 

1644136 

i 
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ING Hi) BARINGS 
ING BANK N.V. 

(INDIAN BRANCHES) 

(Incorporated with limited liaUlily in the Netherlands) 


Schedule 17: Notes to the Flnandai Statements for the Year Knded March 31, 1999 

1 Significant Accounting Policies 

(a) (lencral: 

The accompanying financial statements oi ING Bank N V - Indian Branches (“the Bank") are prqiared under the histoncal 
cost convention and conform to the statutory piovisions and practices prevailing within the banking industry in the country 

(b) Transactions involving foreign exchange: 

(i) Monetary assets and liabiliues in foreign (uiiencies including Foreign Currency Non-resident (FCNR) account balances 
under the FCNR Account Scheme are tran laiod at rates of exchange notified by the Foreign Exchange liealers Association 
of India (FEDAl) at the yeat-cml The icsuitini; piotii/losses are included in the Piofit & Loss Account 

(II) Income and Expendituie items are translated at the exchange rater ruling on the dates of the transactions 

(III) Outstanding forward exchange contracts and spot exchange loniracts are revalued at rates of exchange prevailing $t 
the yeai end and the resulting profits and losses arc included in the Piofit A Loss account as per the guidelines issued ' 
by FEDAl and the Reserve Bank of India These are at variance with Accounting Standard 11 on "Accounting for the 
effects ol changes in Foreign Exchange Rates”, issued by the Institute of Chartered Accountants of India, which requires 
the prufit/loss on such revaluation to be amortised over the period of the contract The resultant effect of this variance 
with the Accounting Standard - 11 is not asceitainabie 

(c) Investments: 

(i) Classification of investments betweoi permanent and current is as decided by the managemenL 

(ii) Permanent Investments are earned at cost Discount on purchase of permanent investments is adjusted against the coat 
of the investments Current investments have been valued as per RBI Circular DBOD NO BP BC 28/21 04 048/98-99 
dated April 15. 1999 

(d) Fixed Assets: 

(i) Fixed Assets are stated at original cost of acquisition (including taxes, duties, freight and other incidental expenses related 
to acquisition and installation of the concerned asset) less depreciation 

(ii) The assets are depreciated on the straight line method at the rates prescribed by Head Office (ING Bank N.V., 
Netherlands) Depreciation is charged to the Profit & Loss Account on pro rata basis from the month following 
the date of acquisition The rates prescribed for each type of asset are higher than the rates specified in Schedule XIV 
of the Companies Act, 1956 

(e) Revenue Recogidtion: 

Inteiest Income is recognised on accrual basis in conforrmty with the procedures prescribed by (he Reserve Bank of India 
Fee income is accounted for in the period when receivable, except when the fee is charged tt> cover the cost of a continuing 
service to, or nsk borne for. the customer In these cases, the fee is recognised on an appropriate basis over the relevuit period 

(f) Staff Beneflts: 

The Bank has a separate recognised Provident Fund, a recognised Group Gratuity Fund and a recognised Superannuation Fund 
for employees. For Gratuity and Superannuation benefits to the employees, the Bank has made payments towards Group policies 
based on actuarial valuation by the Life Insurance Corporation of India 

(g) Net Pndit: 

The Net Profit disclosed in the Profit & Loss Account is after providing for Taxes m accordance with the statutory requiremenu 
and other usual and necessary provisions 

(h) Advances: 

Povisions for doubtful advances have been made during the year, taking into consideration gudelines issued 1^ the Reserve 
Bank of India from time to ttme and Head Office guidelines. 

2. Notes Forming Part of the Accounts 

a Market value of quoted investmente is (in Rs (XWs) 2.617,476 (PY. Rs 2^517,110) 

b The break-up of ‘Provisions & Contingencies in the Profit and Loss a/c is as under-- 

(RsOOOs) 

( 1 ) Towards NPA’s 20,569 

(ii) Towards depreciation in the value of Investments 3,218 

(lit) Towards Income Tax. Wealth Tax and Interest Tax 48,740 

Total ~72i27 

c Raho of Capital funds to Risk weighted asseu as at March 31, 1999 
(I) Tier I Cental ■ 12 79% 

(ii) Tier n Capital - 0% 

(ill) Total Capita) : 12.79% 
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ING^ BARINGS 
ING BANK N.V. 

(INDIAN BRANCHES) 

(Incorporated with limited liability in the Netherlands) 


Important tinancial ratios for the year ended Maich 31, 1999: 

ti) Inteiesi income ns a percentage to Working Funds : 11 01% 

(II) Non Interest Income as a percentrage to Working Funds 2 12% 

(hi) Operaiing Profit as a percentage to Working Funds 1 22% 

(iv) Return on Assets 003% 

(V) Business (Deposits plus Advances) per employee (Rs 000s) 70,266 

(VI) Profit per employee (Rs 000s) 32 

(vii) Net NPA’s to Net Advances 567% 

Previous year's figuies have been regrouped and reclassified wherever necessary 



For ING BANK N V 


Place Mumbai 
Date 30 June 1999 


Sd/- 

ASKH RATH 

CHIEF OPERATING OFFICER 


Sd/- 

PRADEEP SAXENA 
CHIEF EXECUTIVE OFFICER 


Auditor’s Report 

We have audited the attached Hulancc Sheet of the Indian Branches of ING Bank N V. (incorporated in Netherlands 
with limited liability) (the bank) as at 31st March 1999 and also the annexed Profit and L-nss Account for the year 
ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with 
the provisions of sub-seettons (I), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies 
Act, 1956, the Balance Sheet and Profit and Loss Account are not required to be and are not drawn-up in 
accordance with Schedule VI to the Companies Act, 1956. The accounts are therefore drawn-up to conform 
with Forms A & B (Revised) of the Third Schedule to the Banking Regulation Act. 1949. 

As mentioned in note l(b)(iii) of notes to account the fnofit/Ioss on revaluation of ouuianding lorw.ird contracts 
IS accounted by the bank as per the guidelines issued by the Foreign Exchange Dealers Association of India and 
the Reserve Bank of India. This is not in conformity with the Accounting Standard 11 i.s.sued by the Institute of 
Chartcicd Accountants of India 

Subject to the foregoing observations, we report that in accordance with sub-section (3) of Section 30 of the Banking 
Regulation Act, 1949' 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory. 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of the 
Indian Branches of the Bank, 

c) In our opinion, proper books of account, as required by law, have been kept by the Indian Branches of the 
Bank so far as appears from our examination of those books, 

d) The Balance Sheet and the Profit and I.aiss Account dealt with by this repoit are in agreement with books 
of account, 

e) In our opinion and to the best of our information and according to (he explanations given to us the said 
accounts give the information required by the Companies Act. 1956, in the manner so required, for Banking 
Companies and read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the state ot affairs of the Indian Branches of the Bank as at 31st 
March, 1999 and 

(ii) In the case of the Profit and Loss Account, of the Profit for the year ended on that date 


For RAJESH RAJEEV & ASSOCIATES 
Chartered Accountants 


Place: Mumbai 
Dale: 30 June 1999 


Sd/- 

CHANDRASHEKHAR 

Parmer 


Economic and Political Weekly July 10, 1999 


192'. 





Oman International BanksjK.o.c. 


BALANCE SHEET OF THE INDIAN BRANCHES 

OF OMAN INTERNATIONAL BANK S.A.O.G. 

AS AT31 MARCH, 1999 


Amount in Rs '000' 


Schedule 

As on 

As on 



31 03 99 

31 03 98 

CAPITAL A 

UABILITIES 

Capital 

1 

m 

264.238 

Reserves A Surplus 

2 


126,853 

Deposits 

t 

3.‘i27.S,S4 

2,840,282 

Borrowings 

Other Liabilities A 

4 

274,063 

18,380 

Provisions 

5 

492.777 

386,573 

TOTAL 


4.704,091 

3.636,326 

ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks 

6 

193,167 

149,502 

and money at call A 
short notice 

7 

559,877 

458.128 

Investments 

R 

1,36.3,451 

858,245 

Advances 

9 

2,031,799 

1.711,932 

Hxed Assets 

10 

22.3.935 

266,073 

Other Assets 

II 

331,862 

192.446 

TOTAL 


4,704,091 

3,636326 

Contingent Liabilities 

12 

16.228.070 

18,099,961 

Bills for collection 


1.746,809 

1,243,055 

Piincipjl Accounting Policies 

17 



Notes to Accounts 

18 

_ 



PROFIT & LOSS ACCOUNT OF THE INDIAN 
BRANCHES OF OMAN INTERNATIONAL BANK 
SA.O.G. FOR THE YEAR ENDED ON31 MARCH, 1999 

Amount in Rs *000' 

Schedule 

Year ended 

Year ended 



31 03 99 

31 03 98 

I. INCOME 




Interest earned 

13 

400.699 

425,153 

Other Income 

14 

101,187 

86,893 

TOTAL 


5013M 

512346 

n. EXreNDlTUIlE 




Interest expended 

15 

427,257 

376.072 

Operating Expenses 

16 

72,595 

69,869 

Provisions and contingencies 




(Refer Note 5 of Sch 181 


135,841 

98,629 

TOTAL 


63S,693 

544370 

111. PROFIT/(LOSS) 




Net Profit for the year 


(133,807) 

(32,524) 

Pnor penod Interest Expense 


(16.644) 

- 

Profit brought forward 


- 

60,727 



(150.451) 

28.203 

Withdrawn ffom Revenue Reserve 

- 

46,912 

TOTAL 


(lS0v4Sl) 

75,115 

IV. APPROPRIATIONS 




Reimtted to Head Office 


- 

41,552 

Balance earned over 




Balance Sheet (Sch 11) 


(150,451) 

33.563 

TOTAL 


(130,451) 

75,115 

Pnncipal Accounting Pohcies 

17 



Notes to Accounts 

18 




Note* and schedules lo the accounts form an integral pan of the 
Balance Sheet 

Thia ts the Balance Sheet nfened to in our report of even date 


Notes and Khedules to the accounts form on integral part of the 
Profit and Loss occoum.- 

This IS the Profit and Loss account referred to in our report of even date. 


Phr V. SANKAR AIYAR A CO 
Chartered Accountants 
By the hand of 

Sd/- 

N. SAMPATH GANESH 
Partner 


Mumbai 

Dated. 30 June, 1999 


For OMAN INTERNATIONAL 
BANKSAOC 


Sd/- 

RAVIGHAI 

Country Manager - India 


For V. SANKAR AIYAR A CO 
Chartered Accountants 
By the hand of 

Sdf- 

N. SAMPATH GANESH 
Partner 


Mntebai 

Dated: 30 June, 1999 


For OMAN INTERNATIONAL 
B\NKSAOG 


Sd/- 

RAVI GHAI 
Country Mamger - India 
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Oman intemadonal Banksjuxc. 


SCHEDULES FORMING PART OF THE BALANCE SHEET 


Amount in Rs 



Schedule 1 - Ca|dtal 
CAPITAL 

i) Amount received from Head Office 
li) Profiti reuined 

III) Amounts received from Head Office 
for ocquuition of property 

TOTAL 


Note Amount of deposit kept with the 
section 11(2) Banking Regulation Act, 
(P Y Rs 64,800 thousand) 


As on 
31.03 99 

As on 

31 03 98 

66,862 

76,585 

209,354 

352,801 

50,362 

43,022 

170,854 

264.238 


Reserve Bank of India under 
1949 is Rs 64,8(X) thousand 


Schedule 2 - Reserves & Surplus 



1 Statutory Reserves 



Opening Balance 

56,896 

56,896 

Additions dunng the year 

0 

0 


36,896 

56,896 

Deductions during the year 

0 

0 


56,896 

56,896 

II Revaluation Reserve 



Opening Balance 

36.394 

36,394 

Added during the year 

0 

0 


36,394 

36,394 

Deductions during the year 

36,394 

0 


0 

36,394 

ill Revenue and Other Reserves 



Opening Balance 

0 

46,912 

Added during the year 

0 

0 


0 

46,912 

Deductions duruig the year 

0 

46,912 


0 

0 

VI. Balance in Proflt Sl Loss a/c 



opening Balance 

33.563 

60,727 

Less Transfer to Capital (profit 



retained) refer Note No 3. 

-33.563 

0 

Less. Transfer for Appropriations 

0 

-60.727 

Add: Brought forward from PdtL 



Appropiiatioa A/c (Refer Sch. 11) 

0 

33.563 

Closing Balance 

0 

33,363 

TOTAL 

56,896 

126,853 

Schedule 3 - Depedti 



A. I Demand Deposits 



i) From Banks 

7,638 

3,322 

li) From Others 

301.460 

277.889 

n Savings Bank Deposits 

210.916 

172.616 

III Term Deposits 



i) From Banks 

118,933 

11,835 

ii) From Others 

2,888,363 

2,372.420 

TOTM. 

3,327.554 

2.840.282 

B. i) Deposits of branches m India 

3427.554 

2.840482 

ii) Depoiili of braoehes outside India 

0 

0 

TOTAL 

3427.554 

2440482 



Schedule 4 - Burrnwlngs 

I Borrowings in India 

i) Reserve Bank of India 

II) Other Banks 

III) Other Institutions and Agencies 

II Borrowings outside India* 

TOTAL 

Secured boirowings included in 
I&Ilabove-Rs Nil 


Schedule 5 - Other UabUiliea 
and Provisions 

I Bills Payable 

II. Inter-Office Adjustments (net) 

III Interest accrued 

IV. Othm (including Provisions) 

TOTAL 

Schedule6-Cash and Balances 
wUh Reserve Bank af India 

I. Cash in haiui 


Amount in Rs 


31.03 99 31.03.98 


0 

212,998 

52.000 

9,063 


274.063 


21,345 

735 

388,734' 

81,963 


492,777 



Schedule 7 - Balances with Banks | 

4k Money at Call R Short Notke 

I In India 

i) Balances with banka 

a) In current accounts 20,817 

b) In other deposit accounts 237,763 

li) Money at call and short notice 

a) With banks 0 

b) With other institutions 0 

TOTAL 238,582 

II. Outside India 

i) In Cuirent Accounts (including 
Rs. 234.470 K. net with H.O. at 

Oman) previotta year Rs. 404,233 K 301,293 

ii) In otter deposit accounts 0 

iii) Money at t^l and short notice 0 

TOTAL 301,293 

GRAND TOTAl« 539,877 


19,498 

6.306 

263.845 

96,924 


386..573 


(including foreign currency notes) 
Balances with Reserve Bank of India 

6.119 

13,578 

i) In Cuirent Account 

187,048 

133.924 

II) In other accounts 

0 

. 0 

TOTAL 

193,167 

149402 



448,377 

0 

0 


448,577 


438,128 
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ttr.4A 

Oman international BanksAac. 


SCHEDULES FORMING PART OF THE BALANCE SHEET 


Amount in Rs '000' 


Amount in Ri. 


Schedule 8 - Inveetmente 

f Inveitmentt m India 
i) Government Secunties 
li) Other approved lecuntiea 
lii) Share! 

IV) Debcntuies and Bonds 
v) Others 

TOTAL 

II Investments ouuide India in 
i) Government Securities 
(includinc local authonties) 
It) Subsidunes and/or 
joint ventures abroad 
III) Other investments 
(to be specified) 

TOTAL 

GRAND TOTAL 


Srhedule 9 - Advances 

A i) Bills purchased and 
discouniMl 

II) Cash credits, overdrafts and 
loans repayable on demand 

III) Term loans 

TOTAL 

B i) Secured by tangible assets 
ii) Covered by Bank/ 
Government Guarantees 
lit) Unsecured 

TOTAL 

C I. Advances in India 
i) Priority Sectors 
il) Public Sectors 
III) Banks 
iv) Others 

TOTAL(A) 

II. Advances outside India 
i) Due from banks 
li) Due from others 

a) Bills purchased 
and discounted 

b) Syndicamd loans 

c) Others 

TOTAL (B) 

GRAND TOTAL {AMBMO 
TOTAL (C) 


At on 
31,03 99 


1,293,4.31 

20.000 

SO.OOO 

0 


1,363,451 


As on 
31 03 98 



0 

0 


0 


1,363,451 


301,861 

910,535 

819,403 


2,031,799 


1.842,671 

a 

27,894 

161,234 


2,031,799 


435,600 

0 

27,894 

1,568,305 


2,031,799 


2,031.799 



858.243 


265,023 

822,499 

624,410 


1,711,9.32 


1.561,0.35 

78,723 

72,174 


1,711,932 


391,782 

0 

78,723 

1,241,427 


1.711,932 



1.711.932 



Schedule 10 - Fixed Assets 

I Premises 

At cost/revalualion 
Additions/revaluation 
Deductions (includes Revaluation 
Reserve Adj Rs 31,037 K, lefier 
Note No l,Schl8) 

Depreciation to date 


Other Fixed Assets 
(including furniture and fixtures) 
At cost as at 31 St 
March 1996 (199.3) 

Additions during the year 
Deductions duiing the year 
Depreciation to date 


III Capital wotk-in-progiess III 
NET BLOCK (I) + (II)-i-(III) 

Schedule 11 - Other Assets 

I Inter-ofRce adjustments (net) 

II Interest accrued 

III Tax paid in advance/tax 
deducted at source (net) 

IV. Staifonery and stamps 

V Non-banking assets acquired iii 
satisfaction of claims 

VI Others (including Dr. bal in PAL 
A/c Rs. 150.451 K as on 31/3/99) 

TOTAL 

Schedide 12 - Contingent 
LlnbUities 

1. Claimt against the bonk 
not acknowledged os debts 

II Liobilily for partly paid 
investments 

III LuMlity on account of outstanding 
forward exchange contracts 

IV Cuatantees given on 
behalf of consutuenls 

a) In India 

b) Outside India 

V Acceptances, endorsements and 
other obligations 

VI. Other items for which the bank 
is contingently liable 
Lidiilities on trills of 
exchange rediscounted 

TOTAL 


As on 
31 03.99 

As on 
31.03.98 

257,148 

0 

257.148 

0 

-31,209 

-22.906 

0 

-14.352 

203,033 

242.796 



223,935 


0 

43.817 


208.361 


331.862 


2 


2.075 


266,073 


0 

55.615 


192.446 


15,384.703 16,947.306 


334.857 311.436 

0 0 

508.510 841.219 


16.228.070 I 18.099.961 


1930 
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ttr-i 

Oman International Banks.A.o.G. 


Amount in Rt *000' 



Year 

Year 

ended 

ended 

31 03 99 

31 03.98 

^86.926 

334.054 

40.131 

mm 

427.2.57 

-376.072 


and brokerage 

37.885 

31.995 

II Profit on sale of investments 

- 

- 

Less Loss on sale of investments 

12 

5.365 

111 Pmfii on icvaludlion of mvestnicnis 

(12) 

(5.365) 

Less Loss on revaluation 
of investments 

4.955 


IV Profit on sale of land, buildings 
and other assets 

(4.955) 

79 

1.56 

Less Loss on sale of land, 
buildings and other assets 



V Net Profit on exchange transactions 

79 

58.022 

156 

53.846 

VI Income earned by way of 

dividends etc from subsidianes/ 
companies and/or joint ventures 
abrimd/in India 



VII Misoellaneous Income 

10,168 

0.261 

TOT.kL 

101.187 

86,893 






SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


Year 
ended 
II 0^ 98 


Schedule IS - Intercat Expended 

11 ^,^12 ^ Interest on deposits 

II Interest on RBI/inter-hank 

borrowings 
HI Others 

TOTAL 


Schedule 16 - Operating Expenses 

I Payments to and provisions 
to staff 

II Rent, taxes and lighting 

III Pnnting and stationery 

IV Advertisement & publicity 

V Depreciation on bank's property 

VI Director’s and LAB fees, 
allowances and expenses 

VII Auditor’s fees and expenses 

VIII Law charges 

Df Postages, Telegrams, 

Telephones me 

X Rdpaiis and maintenance 

XI Insurance 

XII Other expenditure 

TOTAL 


Schedule 17 - Principal accounting policies forming part of the accounts for the year ended 31 March, 1999 
A General 

The accompanytng financial statements have been prepared on historical cost basis and conform to the statutory provisions and 
practices prevailing in the country 
B Recognition of Interest income and expense 

Interest income and expense are record^ on accrual basis except interest on advances classified as Non-Performing which are 
recognised aa income on realization The outstanding interest in the case of Non-Peiibrmtng Assets is reflected m the Interest 
Suspense account aa specified by the Reserve Bank of India 
C TranaoctloBS Involving Foreign Exchange 

(i) Monetary Assets and Liabilities are reponrd at the exchange rates prevailing at the Balance Sheet dare 

(ii) The swap costs arising on account of foreign currency swap ctmtracis to cover the exchange risk on FCNR (B) liability are 
amortiz^ over the period of the swap Other outstanding forward foreign exchange contracts are revalued based on the forward 
rates notified by F^AI 

(ill) Differences on exchange including those on account of revaluation are dealt with m the profit and loss a/c 
(iv) Inccune and expenditure items ^ve been recorded at the exchange rate ruling on the date of the uansacuon 

D. Investments 

(i) All mvestmenu of die Bank are treated as Current Investments 

(ii) Provision for depreciation on Investments is made by comparing the aggregate cost ot all investments in each category with 
their aggregate market value. Net depreciauon/appreciation in each category is aggregated, net depreciation, if any, for each 
category is provided for and net appreciation ignored 


17.389 

18.340 

3.204 

3.220 

l.f>03 

2,465 

135 

1,342 

16.386 

17,775 

215 

361 

2.50 

190 

1.851 

1,018 

.3.406 

3,2.50 

2 851 

2.011 

1.785 

1.746 

23..520 

18,151 

72.595 

69.869 
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Oman international Banks^.o.G. 


' Schedulr 17 (C'ontd) 

' (III) The nidriwi value of Investmenis has been worked out as per the guidelines recommended by the Reserve Bank of India. 

(iv) Interest accrued on investments prior to the date ot acquisition is capitalised as cost of investments. 

, E Advances 

i (i) Provision for Doubtful advances is based on the classification into ‘^rforming” and ‘‘non-performing” assets in accordance 
[ with Reserve Bank of India guidelines Provision foi non-performing assets is made as under* 

I (a) Sub-standard assets 10% ot advance net of reserved interest. 

(b) Doubtful assets 100% of the unsecured portion A 20% to 50% of the net secured portion 

depending on the penod for which the asset has remained non-performing 

(c) Loss assets lob'll of the advance net of reserved intere.st 

(It) Provisions are made on gross basis Tax relief available when the advance is written off is accounted for in the year of 
write-off 

(III) Advances arc stated net of provisions made and interest suspended 
F Fixed Assets 

(i) Fixed Assets have been accounted foi at their historical cost 

(ii) Depreciation has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives ot 
the assets which is duly certified by the management The pnncipal periods used are 

Expected useful life Rate of Oeprn 


Premises 

25 years 

4% 

Furniture A Fixtures 

5 yeais 

20% 

Equipment 

5 years 

20% 

Motor Vehicles 

5 years 

20% 

Computers 

5 years 

20% 


(III) The depieciation on addition to fixed assets made during the year has been charged on the basis of completed months following 
the month in which the additions are made The depreciation piovided on the above basis is higher than the depreciation 
computed in accordance with Schedule XIV of the Companies Act, 1956 
G Stiff Benefits 

(i) Provision for Gratuity Fund have been made on an accrual basis on the computation by the management of the Bank based 
on which contributions are made to the fund 

(ii) Contributions to Superannuation Fund made under Group insurance Scheme of Life Insurance Corporation of India are 
charged to the Profit and Loss account 

Schedule 18 - Notes forming part of the accounts for the year ended 31st March, 1999 

1 Premises which were revalued in earlier years and staled at the revalued values have from this year been stated at their original cost 
by setting off the balance of Rs 31 037 mio in the Revaluation Reserve a/e (after effecting the following adjustments) witli the 
balance in the Premises account. An amount of Rs 5 357 mio equal to the difference between the aggregate ot depreciation on 
revalued value charged on revalued assets in the earlier years and the aggregate of depreciation on original cost on those assets fur 
those years, has been withdrawn from Revaluabon Reserve and credited to the Profit and Loss Account. This change in the method 
of accounting has the effect of reducing the depreciation charge for the year by Rs 1 248 mio. and reflecbng the Premises and 
Revaluation Reserve lower by Rs 31 037 mio and Rs 31.037 mio. respectively 

2 Disputed Income Tax Demands pending in appeal aggregating to Rs. 282.28 lacs are not provided for, as the Bank is hopeful of 
a favourable appeal order, based on advice of the tax consultant 

3 The Bank’s rlead Office has gi anted approval and given on undertaking to retain as Tia I Capital, the surplus of Rs. 33 56 mio in 
the Profit and Loss Account of Indian operaUons as on 31st March, 1998 Accqrdingly the said amount has been transfened to 


Capital account on 31st March, 1999 

4 Percentage of net NPA’s to net advances: 38 03% 

5 Amount of provisions made 

Rs in *000 

I) TowaidsNPA 131,668 

II) Income Tax Provision Nil 

III) Interest Tax Provision 4,173 

Total 135,841 

6 No Sub-ordinated debt has been raised as Tier II Capital 

Rs in '000 

7 Gross value of Investments in India 1.368,669 

Provisions for Depreciation on investments jn India 5,218 

Net value of investments in India 1,363,451 


10X0 
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Oman International BanksAoc. 


Schedule IS (Contd) 

i) Capital Adequacy Ratio - Tier I Capital - 9 079! 

ii) Capital Adequacy Ratio - Tier U Capital - Nil 

hi) Capital Adequacy Ratio (Tier I plus Tier II Capital) - 9 07% 

iv) Interest Income as % to Working Funds - 8 S29! 

v) Non-Interest Income as % to Working Funds - 2 15% 
vi> Operating Profit as % to Working Funds - 0 04% 

VII) Business (deposiis plus advances) per employee Rs thousand -84,192 

viii) Profit per employee - Nil 

ix) Return on Assets - Nil 

Figures of the previous year have been regioupcd/rearranged wherever necessary 

Signatures to Schedules “I" to “18” 


Rir V SANKAR AIYAR A CO Fot Oman International Bank S A O.G 

Charteied Accountants By the hand of 

By the hand ci 


Sd/- 

RAVI GHAi 

Country Manager - India 

Mumbai 

Dated 30 June. 1999 


Sd/- 

N SAMPA'llI GANbSII 
Partner 


Auditor's Report on (he Indian Branches of (he Oman International Bank S.A.O.G. 

1 We have audited the attached Balance Sheet of the Indian Branches of the Oman Internauonal Bank S A O G as at 31 at 

Match. 1999 and also ihe annexed Piofit and Loss Account of the Indian Branches of the Bank for the year ended on that 

date, in which are incorporated the leturns from Cochin Branch, audited by us 

2 The Balani. c Sheet and the Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 

of the Banking Regulation Act, 1949, read with the provisions of Section 211 of the Companies Act, 1956 

3 In accordance with the Sub-Section (3) of Section 30 of the Banking Regulation Act, 1949 we report that* 

a) Wc have obtained all the information and explanation which, to-the best of our knowledge and belief, were necessary 
toi the purposes of our audit and have found them to be satisfactory 

b) The transactions which have come to our notice, have been, in our opinion, within the powers of the Indian Branches 
of the Bank 

c) Ir our opinion, proper books of account as required by law, have been kept by the Indian Branches of the Bank so far 
as appears Boro our examination of those bonks and proper returns adequate for the purpose of our audit have been 
received from the Cochin Branch 

d) The returns of Cochin Branch, have been properly dealt with by u^ while preparing our report 

e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report ore in 
agreement with the books of accounts and returns 

f) in our opinion, the Balance Sheet and the Profit and Loss Account dealt with by this report, comply with the Accounting 
Siaitdards referred to in Sub-section (3C) of Section 211 of the Companies Act, 1956 in so far as they apply to Banks 

g) In our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet and 
Profit and Loss Account read together with the Principal Accounting Policies and Notes thereon, give the information 
required by the Companies Act, 1956, in the mannei so required for Banking Companies and on such basis Ihe Balance 
ShMt gives a true and fair view of the staie ot atfairs of the Indian Branches of the Bank as on 3Ist March. 1999 and 
the Profit and Loss Account shows a true and tair view of Ihe loss of the Indian Branches of the Bank for the year ended 
on that date 


For V SANKAR AIYAR A CO 
Chartered Accountants 


Mumbai Sd/- 

Dated: 3o June, 1999. Partner 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

(INCORPORATED IN JAPAN WITH LIMITED LIABILITY) 


BALANCE SHEET AS ON 3IST MARCH, 1999 


(Rupees) 


-- 

Paiticulars Schedule 

As on 
31-03-99 

As on 

3I-03-9K 

CAWTAI, AND 
UABILITIES 

Capitol 

1 

517.470,861 60 

517.470,861 M) 

Reserves & Surplus 

2 

65.230,215 36 

20.070.397 97 

Deposits 

3 

1,930,558.394 72 

1.201.001,637 48 

Borrowings 

4 

1,230.000.000 00 

200 . 0 (M ).000 no 

Other Liohtlilies & 
Provisions 

5 

50.339,488 73 

26.866,230 16 

TOTAL 


3,79.3,598,960.41 

1,965,409,127.21 

ASSETS 

Cash & Balances with 
Reserve Bonk of India 6 

203.139.128 43 

105.990.047 61 

Balances with Banks & 
Mrmcy at Call & 

Short Notice 7 

111.707.703 69 

56,825.549 61 

investments 

« 

722,556,050 00 

311.222.591 67 

Advances 

9 

2,525.886,278 82 

1.291,193.196 75 

Fixed Assets 

10 

30,662.808 99 

32.369,839 17 

Other Assets 

II 

199.646.99048 

167,807,902 40 

TOTAL 



1,965,409,127.21 

Contingent Liabilities 

12 

3.480.033.934 32 

1,198.693.055 94 

Blits for Collection 




Notes to Accounts 

17 




PROFIT Jc LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH, 1999 


(Rupees) 


Paiticulars Schedule 

Year Ended 
31-03-99 

Period Ended • 
31-03-98 

INOMIE 




Inteiest earned 

13 

375.196,288 57 

78.464,540 44 

Other income 

14 

58,192.517 06 

36.452,249 79 

TOTAL 


433,388,805.63 

114,916,790.23 

EXPENDITURE 




Interest expended 

15 

221,398.042 76 

35.277,142 59 

Operating expenses 

16 

92.530.945 48 

43.243.704 67 

Provisions & contingencies 

60,300.000 00 

I6,.325.545 00 

TOTAL 


374,228,988.24 

94,846392.26 


PROFrr/Loss 

Net Profit corned over to 
Balance Sheet 


AmtOnUATlONS 


Notes to Accounts 



Notes to Accounts & Schedules form integral part of the Balance Sheet 

Notes to Accounts & Schedules form integral part of the Profit A. 
Loss Account 

As Per Our Repoil of Even Date 


For BILIMORIA MEHTA & CO 

For THE SUMITOMO BANK, LIMITED 

Charteied Accountants 

Mumbai Branch 

Sdl- 

Sd/- Sd/- 

PRAKASH MEHTA 

K OTSUBO M KINOSHITA 

(Partner) 

General Manager Jt General Manager 

Place. Mumbai 

Date 24ib June, 1999 



1934 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

{INCORPORATED IN JAPAN WITH LIMITED LIABILITY) 


SCflEiniLES TO BALANCE SHEET 


< Rupees) 


As on 
U-OV‘)') 


As on 
^ I (H 


(Rupees) 


As on 
31 03 99 


As on 
31-0.3-98 


i SCHEDULK 1 - CAPITAL 
I Capital Remitted by 
Mead ()ttiu‘ 

I tlnsluding a sum of 


Ks 20.fl0.0iXV kept with the 
Reservt B.uik of India under 
scUion 11(2) of tlie Banking 


Regulation Act. 1949) 

.‘517.470.861 fit) 

517.470.861 60 

TOTAL 

517.470,861.60 

msmm 

SdIKUllI J-: 2 - KEStatVES 
&.SURPLUS 

I Statuluiy reserves 

II Capital reserves 

III Sliaie premium 

IV Rexenue & other icserves 

V Balance in profit & 
loss account 

15,846,043 06 

2.056.318 38 

47.327.853 92 

4.014.079 59 

16.056 MX 38 

TOTAL 

65,230,215.36 

20,070397.97 

SCHEDULE 3 - DEPOSITS 
A 1 Demand Deposits 

(i) From Banks 

(ii) From Others 

250,000.000 00 
173,247,543 02 

189.753.705 05 

TOTAL (I) 

423,247,543 02 

189,751 705 05 

D Savmg Bairic Deposits 


637.K87 II 

TOTAL (11) 

7,619,598 44 

637.887 II 

111 Term Deposits 

(i) From Banks 

(ii) From Others 

24,325,225 00 
1.475.366.028 26 

I00.(KK).(«K) 00 
910.610.04 5 32 

TOTAL(IIl) 

1.499,691.253 26 

I.OlO 610.045 32 

TOTAL (I, n & IID 

1.930358494.72 

1301,001,637.48 

B (i) Deposit of branches 

10 Indu 

(u) Deposit of branches 
outside India 

1.930,558,394 72 

1,201,001 637 48 

TOTAL (I, Ii) 

1.930358394.72 

1.201,001.637.48 

SCHEDULE4> 
BORROWIN(» 

1 Borrowings in India 

(i) Reserve Bank of India 

(ii) Other Banks 

(Hi) Other institutions A 
agencies 

n Bonowmp outside India 


200.000.000 00 

TOTAL a ft II) 

1,230300300.00 

200,000.000.00 

Secured borrowing included 
in 1 A II above 

Nil 

Nil 


SCHEDULE 5 - OTHER 
LIABILITIES ft 
PROVISIONS 

I Bills payable 

D inter-office adjustment 
(net) 

III Interest accrued 

IV Others 

(including provisions) 

.34.130,703 03 

16.208.785 70 

23,8'J7.3|)7 16 

2,908.92.3 00 

TOTAL 

S0,.339,488.73 

26,866,2.30.16 

SCTIEDULE 6 - CASH A 



BAIakNCESWITH 
RESERVE BANK OF nWU 

1 Cash in hand (including 
foreign currency notes - 
nil) 

36,486 90 

424.916 (K) 

D Balance with 

Reserve Bank of India 
( 1 ) In current account 

203.102.641 53 

I05..565.131 61 

( 11 ) Other accounts 

- 

- 

TOTAL (I A 11) 

203,139,128.43 

105.990,047.61 

SCHEDULE 7 - BALANCF3 
WITH BANKS A MONEY 
AT CALL ft SHORT 
NOTICE 

1 In India 

(I) Balances with Bunks 
(a) in current 
account 

73.51.5..506 01 

56.825,549 61 

(b) In other depoot 
accoi'fiu 



(ii) Money at call A 
shoit notice 
( 0 ) With Banks 


1 

1 

(b) With Other 
Institutions 

i 

- 

TOTAL (1 A 11) 

7.3.515,50601 

56.825.549 61 

D Outside India 

( 1 ) In cuncm account 



(It) In other deposit 
accounts 



(ill) Money at call A 
short notice 

38.192,197 68 

- 

TOTAL (1, II A III) 

38.192.197 68 

- 

TOTAL a. H) 

111,707,703.69 

^5M25j54!Mil 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

(INCORPORATED IN JAPAN WITH LIMITED LIABIUTY) 



Ka on 
Tl-OI-M 


SCHhPULKS TO BALANCE SHEET 


(Rupees) 


As on 
^1 (i< UK 


SCIIK.DDLK H - 
INVKSTMENTS 

I Investments in India 

III Goveminent seuinlies 
(III Other approved 
sri. unties 

(III) Shaics 

(IV) l>H[ienluivs and Bonds 
ivi Siihsidiaries and/or 

joint ventures 
(VI) Tieasiiiy bills 

TOTAL CROSS VALl'E 
(I, it, Hi, IV, V & vi) 

I LSS Depicvialioii on 
above 

TOTAL NET VAI liE 

II Investments outside India 

TOTAL 

(;kani>iotal(1&ii) 

SC'HEIH’LE 9 - ADVANC ES 

A (I) Bill pualiosed and 
discounted 

(II) Cash Ltedits, 

overdratis and loans 
irpayable on demand 

( III ) lerm loani 

TOTAL 

B (I) Secured by tangihk 
•KseLs 

til) Coveted by Bank/ 
Gnvemmeni 
Cuaiontees 
(III) Unsecured 

TOTAL 

Cl Advances in India 
(i) Pnoiity sectors 
III) Public sectors 
nil) Banks 
(iv) Others 

TOTAL 

Cll Advances outside India 
TOTAL 

GRAND TOTALia & CD) 


404,601.250(It) I 217,027 'Ol h7 


^ 17,954,800 (K) 


722,556,050. 


94 lU.'i.lOtItH) 


311,222,591.67 


722,556,050.00 .311,222,591 67 


119.864.825 01 


59.132 453 81 
2,346,689 000 (K) 


2,5253186,278.82 


1,695.886.278 82 


8.30,000,000 0 0 

2325,886078312 

783.864.825 01 

1.742,021,453 81 
23253186,278 82 


4,246.196 75 
1,286,947,000 00 


1091,193,196.75 


1,291.193.1% 75 


1091,193,196.75 


1.291.193,196 75 


1091,193,196.75 





SCHEDULE 10 - FIXED 
AISETS 
I Premises 

Opening Halanvr 
Additions duimg the 
period 

Deductions duiing the 


As on 
31-0.3-99 


16.160,006 80 


(Rupees) 


As on 
31-03-98 


16,160.006 80. 


peiiod 

Depicciation to dale 

1.224,397 22 

4.38.312 51 

TOTAL 

14,935,609.58 

15,721,694.29 

Other Fixed Assets 
(including lurniiuir 
and iixiurcs) 

Opening Balance 
Additions during the 
period 

Deductions dunng the 
period 

Depreciation to dale 

19.155,058 26 

2.812.369 (K) 

(120,647 67) 
6.119.580 18 

19,15.5.058 26 

2..506.9n 18 

TOTAL 

15,727,199.41 

16,648,144.88 

GRAND TOTAL n&D) 

30.662308.99 

32369,839.17 


2325,886078.82 1091,193,196.75 


.SCHEDULE 11 - OTHER 

ASSETS 

I Inter-oftice adjustments 
(ney 

II Interest accrued 

ni Tax paid in advanicAnx 
deduelcd at source 

IV Stationery and stamps 

V Non-bunking assets 
acquired in satisfaction 
of claims 

VI Others 

TOTAL 

SCHEDULE 12 - 

OmnNGENT UABIUTIES 

I Claims against the bank 
not acknowledged 
as debts 

n Liability for partly paid 
investments 

O Liability on account of 
oustonduig forward 
exchange contracts 

IV Guarantees given on 
beiudf of constituents 

(a) In India 

(b) Outside India 

V Acceptances, endorsements 
and other obligations 

VI Other Hens for which the 
bank is conungenily liable 

TOTAL 


8,215.600 09 8,451,9.52.03 

26,144,621 68 8.697,838 37 

1.800.000 00 


163.486.768 71 150,6.58,112 00 


199,646,990.48 167,807,902.40 


2,.526.300.330 96 373.29.5,125 00 
42.108,600 00 27,776,383 52 

911.625,003 36 797,621,547 42 


3380,033,934.32 1,198,693,055.94 



1936 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

{INCORPORATED IN JAPAN WITH LIMITED LIABILITY) 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 



1 Rupees) 

(Rupees) 


Year Ended 

Peiiod Ended 



Year Ended 

Period Ended 


31-0.1 09 

11-01-98 



11-03-99 

.11-0.1-98 

SCHEDULE 13 - INTEREST 



SCHEDULE 16 - OPERATING 



EARNED 



EXPENSES 



I Inleml/tiiscounl on 







advance&AnlU 

1.34.7I.S.3S7 0^ 

6.5.4.52 711 17 

I 

Payments lo and 



U Income on investment 
in Inleresi on balance with 

17.316.fi26 67 

8.946,152 70 


provisions for employees 

46.602,916 90 

9.5M.984 70 

Reserve Bank of India 
and other mier-bank funds 

3.144.104 8.3 

4.065.474 57 

n 

Rem, taxes and lighting 

12.117,245 25 

K.858,.144 00 

IV Others 

- 

- 



TOTAi,a.n.in&iv) 

375,196,288.57 

78,464440.44 

III 

Pnniing and .Staiionery 

491.389 20 

6I6.I.17 89 

SCHEDULE 14 - OTHER 



IV 

Advertisement and 



INCOME 




Publicity 


26.1.440 (X) 

1 Comtnission, exchange 
and brokerage 

U Proftt on sale of 

37..‘i09.063 26 

28.030,980 75 

V 

Depreciation on hank’s 



investments 

11,325,34000 

1.156.708 94 


propeily 

4,416 149 40 

2.945,225 89 

lU l^nt on revaluation of 







investincnt& 



VI 

Director’s fees, allowances 



IV Profit on sale of land. 





building and otiw assets 

(53,249 77) 

_ 


and expenses 

12.000 (X) 


V Net Profit on exchange 
tiansac'ions 

VI Income earned by way 

8,712,081 .57 

6 801.623 75 

vn 

Auditor’s fees and 



of dividends etc from 




expenses (including 



subsidiaties/companies 




branch audi'or's fees 



and/or joint ventures 
abroad/in India 




nnd expenses) 

688.570 00 

250.000 00 

VB Miscellaneous Income 

699,282 00 

260.916.15 

Vfl] 

Law charges 

132,2.50 00 

492.000 (X) 

TOTAL 

58,192,517,06 

36,452,249.79 








IX 

Postage, Telegrams, 



SCHEDULE 15 - INTEREST 
EXFENinD 




Telephones, etc 

4.414.212 80 

4 711.714.50 

1 Interest on deposits 

B Interest on Reserve 

91,200,74011 

27.968.149 85 

X 

Repair and maintenance 

1.041.305 66 

1.910.992 16 

Bank of iiidia/lnter-bank 
borrowings 

129.275,846.66 

6.675.174 74 

XI 

Uther expenditure 

22.592.906 28 

l.l.6<)X,86.5 51 

n Others 

921,435 99 

6.1.1,11800 




TOTAL 

221498,042.76 

35477,14249 


TOTAL 

92430,945.49 

43,243.704.67 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

(INCORPORATED IN JAPAN WITH LIMITED LIABILITY) 


Schedule 17 - Notes Forming Part of the Accounts for Uie Year Ended 31st March, 1999 

L SIGNinCANT ACCOUNTINt; KHJCIES: 

1 General 

The dccnmpanying financial siatementii have been prepared on the historical com basis and conform to the statutory provisions, 
(he genrralty accepted accounting principles Sl practices prevailing within the banking industry in the country 

2 Revenue Recognition. 

a) Incoinc/Expendituie is generally accounted on accrual basis 

b) Income on Non-peifomung assets is recognised on realisation as per RBI guidelines 

c) Recovery during the year in Non-performing advances is appropriated flrst towards interest including derecognised/suspended 
interest and recorded interest and thereafter towards (i) arrears of instalment/pnncipal in term loan A (u) principal uiegulanty 
in other accounts 

d) Commission, interest on bills, exchuige are accounted on accrual basis 
t Investments 

All investments in approved securities are classified into “current” investments and valued at cost or market value, whichever 
IS less 

4 Advances 

a) Advances are classified as performing & non-performing assets and provisions are mtide in accordance with prudenual norms 
presenbed by RBI 

bl Advances are slated net of provisions and derecognised/suspended interest relating to non-perfoiming assets 

5 Fixed Assets and Depreciation 

a) Fixed assets are stated at then histoiical cost less depreciation 

h) Fixed assets are depreciated on Reducing Balance method at the rates Presenbed m Schedule XIV of the Companies Act, 1956 

c) Depreciation on assets acquired/disposed dunng the year is provided on pro rata basis vnth reference to the month of addition/ 
disposal 

d) The expenditure incurred for additions/modification to leased/tenanied premises are capitalized and the depreciation, on the 
same, is provided as mentioned in (B) above In the year of expiry of the lease/lenancy the written down value of the assets 
are fully depreciated/wntten off 

6 Transactions involving Foreign Exchange 

a) Monetary assets and liabilities have been translated at the exchange rate prevailing at the close of the financial year as specified 
by the Foreign Exchange Dealer's Association ot India [FEDAII and the resultant gain or losses are recognized in the Profit 
and Loss Account 

b) Income & expenditure items are translated at the exchange rales ruling on the date of the transaction 

c) Forward exchange contracts, guarantees, acceptances, endorsements and other obligations in foreign currency are translated at 
the exchange rales prevailing at the end of the year as per FEDAI rate 

n CAPITAI, ADEQUACY: 

1 The Capital to Risk Assets Ratio of the Bank as on 31st March, 1999 as computed under Reserve Bank of India guidelines is |6 SS%. 

2 Interest Income as a percentage to working funds is 13 19% 

3 Non Interest Income as a percentage to working funds is 2 04% 

4 Operating Profit as a percentage to working funds is 4 16% 

5 Return on Assets 3 12% 

6 Business per employee Rs 10,86,93.772/- 

7 Profit per employee Rs 28.89,263/- 

ni OTHER LlABlU-nES AND PROVISIONS: 

The amount of provisions made for vanous purposes & other liabilities are as follows* 


a) 

Provisions made towards NPAs 

Rs 10.00.000/- 

b) 

Provisions made towards depreciation in value of investments 

Nil 

c) 

Provisions towards Income Tax 

Rs 5,93.00.000/- 

d) 

Provisions towards Inieieil Tax 

Ni! 

e) 

Other provisions 

Rs 15.32.090/- 


IV TIER U CAPITAL: 

There is no suboidmated debt raised as Tier II capital 

V As required by the Accounting Siaiidard-6 on depieciation accounting and accounting slandard-lO on Accounting of Fixed Assets, 
issued by the Institute of Chartered Accountants of India, the details of Assets are disclosed as under 



Grom Block (At Coat) 


Depredation 


Net Block 

Particulars 

Opening 

Balance 

Addition/Deduction As at 

dunng the year 31/03/99 

Opening 

Balance 

For the 
Year 

Total up to 
31/03/99 

As at 
31/03/99 

Premises 

Other Fixed Assets 
(Including ftin»ture 
and fixtures) 

16.160,006 80 

19,155,058 26 

- 16.160,006 80 

2,812,369 00 21,846.779 59 

(120,647.67) 

4.38.312 51 

2,506,913.38 

7.86,084 71 

3,612,666.80 

12,24,397.22 

6,119,580.18 

14,935,60938 

15.727,199.41 

1 _ 


1938 
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THE SUMITOMO BANK, LIMITED 

MUMBAI BRANCH 

{INCORPORATED IN JAPAN WITH UMITED LIABILITY) 


VI STAFF BENEFITS: Payment to and provuion (or Employees includes 

a) Provision for Bonus & Gratuity on accrual basis 

b) Leave encashment accounted on payment basis 

Vn The bank has addressed the Y2K problem and has ensured that the computer systems in the branches/offlces are made Y2K ready. 
The bank has drawn a contingency plan to face any eventuality and constituted a committee to monitor progress on Y2K readiness 
as advised by RBI. 

Vm The Bank has debited a sura of Rs 1,48,96,890/- to salanes and allowances being prior period expenses and Rs 60,16,.tl V- to other 
expenditure on account of Interest on short deduction ol TO.*i on salanes 
K Previous year figures have been regrouped & rearranged, wherever necessary 

X in respect ot Assets tninsferred from Head Office the lusi of acquisition is taken as Nil 

XI Head Office Administrative expenditure is claimed for lax purposes but not debited to profit & loss account 

TOR SCHEDULE I TO 17 

As per our report of even date attached 

For and on behalf of 

BiLlMORi A MEHTA & CO For THE SUMITOMO BANK. LIMITED 

Chartered Accouiilanis Mumbai Branch 


$d/- 

PRAKASH MElfrA 
(Partner) 

Place Mumbai 
Dote 24th June, 1999 


Sd/- 

K OTSUBO 
(General Manager) 


Sd/' 

M KINOSHfTA 
(It General Manager) 


Auditor’s Report on the Indian Branch of THE SUMITOMO BANK, LIMITED situated at Mumbai 
under Section 30 of the Banking Regulation Act, 1949 

We have audited the attached Balance Sheet of the MUMBAI BRANCH of THE SUMITOMO BANK. LIMITED situated at Mumbai 
as at 31st March. 1999 and also the annexed Profit and Loss Account for the year ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (I), 
(2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act, I9S6, the Balance Sheet and the Profit and Loss 
Account together with the notes attached thereto are not required to be and ore not drawn up in accordance with Schedule VI to the 
Companies Act, 19S6 The accounts ore, therefore, drawn up in conforimly with Forms ‘A’ and 'B' of the Third Schedule to the Banking 
Regulation A,'t, 1949 
We repon that 

I We have obtained all information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and found them to be satisfactory, 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers of the Mumbai Branch 
of the Bank; 

3. In our opinion, proper books of accounts os required by law have been kept by the Mumbai Branch of the Bank so far as appears 
from out examination of these books. 

4 The above iqentioned Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank dealt with by this report 
are in agreement with the books of Accounts, 

5 In our opinion, and to the best of our information and according to the explanations given to us, subject to 

The Accounting of foreign currency transactions referred to in Significant Accounting Policy is not confirming to the 
AccounUng Standard - 11 "Accounting for the Effects of Changes in Foreign Exchange Rate” issued by the Institute of Chaitered 
Accountants of India and the disclosure required under the said standard not being given, 
the BiUance Sheet and Profit and Loss Account, together with the notes thereon, give the information required by the Companies 
Act, 1956, in the manner so required for Banking Companies and on such basis the said Balance Sheet gives a true and fair view of 
the state of affairs of the Mumbai Branch of the Bank as at 31st March, 1999 and in case of Profit and Lost Account gives a true 
and fair view of the Profit of the Mumbai Branch of the Bank for the year ended on that dote. 


For BILIMORIA MEHTA A CO 
Chartered Accountants 

Sd/' 

Place. Mumbai PRAKASK MEHTA 

Doted: 24th June, 1999 (Paitner) 
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Statistical Concoctions and Everyday Lives 

Queries from Gujarat Resettlement Sites 

J Whitehead 

The quantitative, statistical analysis of CSS Monitoring and Evaluation Reports, surveying Gujarat-hased 
project affected peoples 'rehabilitated’ from the Sardar Sarovar submergence zone, minimises the stress 
and difficulty fai ed bv unfavourably endowed resettlement sites and households. Moreover, by asserting 
that the living standards of the oiislees were better in the resettlement sites, the reports evidently consider 
market-determined monetary values as the noun of 'development' against which the original villages, with 
their non-monetised inputs of production and i onsumption, constitute a lack of 'modernity'. On the other 
hand, the qualitative fieldwork based information leporting conducted bv the author at the selective 
resettlement sites reveals immiserisation of fonnerlv velf-sufficient adivasi soitetie.s, and creation of new 
labour nomads in south and central Cuiaral 


There exist proicduics in the social 
sciences which constitute a break in social 
consciousness between a knowledge 
located in specific times and places and 
in the ex|x:ncnces (■! individuals and a 
furmaliscti impersonal mode of knowing 
articulated to (and indeed a part of) an 
apparatus of ruling Tins disjunc lure m the 
social consciousness is the locus ot our 
inquiry 

- Smith 1981 

THE INDIAN EXPRE.SSafMny 25.1997. 
summarised the 199(>-97 survey findings 
ot the Centie lor Social Studies in Sural 
on Gujarat-hased pru|ect-af tccted peopk*s 
‘rehabilitated’ fiom the Satdai Sarovai 
suhmergem ezone. Hic headline ‘Ousices 
ol Narmada Project bind Life Better in 
New Sites' The newspapci article stated 
that the CSS study reported tcwei deaths 
per year in the rcsetticiiient sites and lower 
intant mortality rates compared to the 
national average. Health care in general 
wa.s deemed bcttci in resc'ttlemcnt sitc.s 
than in submciguig villages, with all villages 
reported to have access to primary health 
carecenticswilhina lokmradius Almost 
all major sons were deemed to have 
received the allotted live acres of land 
Primary, sccondaiy anil high schiHils were 
also reported to be more accessible than 
in the hill areas when* the bliils’ onginal 
settlements were located. Finally, the CSS 
Repons confidently asserted that the living 
standards of uustces were belter in the 
rescttlemeiii sites. This finding was based 
on the statistical 'tact' that all resettlecs 
expenenced an ‘increa.se in coasumption 
income* tollowingthcn shift into the plains 
ot Hharuch and Vadodara dislncts. 

Yet this rosy picture jars with my own 
lived experiences arising trom visits to 
several resrttlcnent si'es and an oiiginal, 
submerging villageduiing the summersof 
! 997-1998. I have tlu-riMore been led to 


question sevcial pioccdures by which the 
ob|ccls of knowledge, methodology, and 
even the ‘dal.i’ itscK have been worked 
up and piixliiced in the C'SS Reports. By 
'produi'cd' 1 do not mean to imply that 
C’SS Reports purpi'sefully and consciously 
distoitedthe lads' Rather I am relemng 
to the t) |x's ol sixiat seientific abstractions, 
piactices and the philosophies supporting 
them which eiase 'subjectivity, trans¬ 
forming liKal and particular cX|X'ricnccs 
into general tacts, terms, and categories 
by freeing them of their experiential 
grounding in lived six'ial relations' (Smith 
1983). Such procedures arc not limited to 
CSS Monitoiing and Rvaluation Reports, 
particulaiiy where ‘development indi¬ 
cators' arc studied Indeed, the work 
through which relations between persons 
bc'comc independent of particular indivi¬ 
duals and expressed as abstractions is 
common to many objectifying priKcduics 
found in the reasoning, information- 
collecting, and dccrsion-making practices 
This type of woik is crucial to all formal 
organisations mediated by texts and 
computer technologies, being a part of the 
managerial pnHX.*.ss (Smith 1997], 
'Facts', aftci all, arc also pioduccd. and 
do not just exist out there They are 
constructed through diverse types of social 
science metluxJs which convert local, 
nulividual and concrete experiences into 
ohjCLlso knowledge validat^, apparently, 
by tiicir generalrsability across a range of 
particular ot individual experiences. 
Indeed, in 'high' siK'ial science theory, 
c g. Ill the ‘ideal types' of Weber, these 
generalisations are often univcrsalised. 
Statistical abstractions of the type 
characteriiing the quantitative analyses 
found in CSS Reports start from an a prion 
base ot genet alismg proccdurcstoproduce 
facts, which become the objects of 
knowledge. The lattei are then worked up 


through additional mathematical pro¬ 
cedures compaiing relationships between 
groups of facts which usually make no 
further references to lived, concrete ex- 
pcncnces ot individuals 

The standpoint mcthixl I offer as a 
contrast to the qualitative one pursued in 
the C SS Reports, often loosely glos.sed as 
qualitative or cthno-mctlKilogical. dixis 
not take these initial steps ot objectification 
lor granted. Rather it questions the 
objectifying pr(x.cdures through which the 
tonsil uction ol facticily' and statistical 
relations are socially organised thiough a 
world of (bureaucratic) action mediated 
bytextsfSmilh 1997] Tixi often, the reality 
that all siK'ial scientists occupy a paiticular 
social nr discursive space is ignored, 
thought to be erased through training. Such 
training in objectivity, however, becau.se 
of Its claims to universal validity, erases 
who the real political subjects and actors 
might be If such subjects were named, the 
actual partivulansm of their knowledge 
and Its relation to jsolitical projects would 
be revealed. Hence, the standpoint reflected 
in 'objective' accounts often reflects 
unnamed relations of ruling, rather than 
the relations and expenential hon/ons of 
those studied. This problem ot a priori 
bia.scs IS particularly acute when the 
.subjects of research cannot represent 
themselves - either due to lack of literacy 
and training or to their powerlessness - 
to provide a dialogic counter-check on 
their repre.sentalion. By relations of ruling, 
1 refer to the social relations, technologies 
and expertise involved in the production 
and replication of texts, both written, and 
increasingly, electronic. These relations 
are the oigncscrs and regulators of an 
increasingly globalised managerial world. 

The standpoint taken as a point of 
departure in this paper is the experienced 
SiK'ial relations of bhils in a resettlement 


loan 
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Bite in Dflbhoi taiuka. Vadodara district, 
as these relations were co-ordinated, 
maintained, and/or changed from one day 
to the next, and from one round of 
production to the next.' This analysis 
examines the economic, social and 
nutritional reproduction ol households 
both daily and through the .summer agri¬ 
cultural cycle. It does so by examining 
extent of landownership. access to credit, 
access to and use of maiketed inputs, costs 
ot production and consumption items and 
total output on a daily basis, in particular 
focusing on tho.se social relations required 
fortheco-ordinationol sequences oi woilc 
Here social relations of work refers nut 
to a Fixed division ot labour, hut to an 
ongoing co-ordination of courscsid'action 
in which what people do becomes 
materialised [Smith I9K7-IK.S] 'Fhis 
qualitative household ethnography will 
then be compared to the ohjeclitying 
procedures in CSS Repons to icvcal the 
contradictions and dtifercnccs between 
the two inctiuxis 

The most obvious way in which the 
objectifying pisKedures ol CSS Reports 
cra.se subiectivity and lived experience 
relates to the u.se ot statistical aveiagcs 
across 120 diilcient re.selttemsnt sites. 
The.se statistical averages are applied to 
crucial variables such as caloiic intake, 
yields per acre, amounts ol irrigated land, 
and extent ol agncultural laboui Such 
iactors inevitably diiter tnim site to site, 
sometimes quite diastically llemc, a 
statistical average begins fiom an un¬ 
founded - indeed even unempincal - 
assumption of siniilaiity between sites. 
There is already inserted in the repotts an 
objectitying procedure which falsely 
generalises caiegories away from local 
lived expciiences and relations Hence, 
the relationship between yields per acre, 
sod fertility, extent ol agncultural labour, 
andcalonc intake, are homogenised, when 
their inter-ielationships really diifer due 
to the influence of one or several variable 
factors. Almost anyoiK'who has doncniore 
intensive, qualitative, lurat Fieldwork can 
testify to the reality that soil fertility, sod 
type.acccss to irrigation, use of commercial 
inputs, local weather patterns, cropping 
techniques, and even vanetics of crops, 
and the inter-relationships of the above 
can profoundly affect the output and yield 
between villages in a taiuka or a district. 

To take a rather drastic example of the 
falsely homogenising uffect.s of this form 
of statistical abstraction, the 1996-97 CSS 
Reports state that calonc intake, on average, 
IS much higher in the resettlement sites 
than It was in the original village.s. Calonc 
intake was, on average. 2,4IX in 


submerging villages, then rose about 100 
calories on average to 2,541 in 1992-93, 
and fell to 2,237 calories in 1996-97 ^The 
repon goes on to state that aNxit 42 pei 
cent ol households in rc.scttlemcnt sites 
reported lower than the minimum recom¬ 
mended 2.0iX) calone intake per adult in 
the rabi season. .31 per cent were lower 
from Octobci to December, while 23 per 
cent I eported consumption less than 2,000 
calories per pt^ison per day from January 
toApnl 1997 However, as the tables from 
the CSS Reports themselves show, these 
figutes aic dll teientialiy distnbuled across 
rescttlincnt sites, and vary according to (he 
relative fcrtdityuf the sod, access to stable 
imgiition sources and markets, government 
credit, etc In other word.s, in re.scttlmciu 
sites with low yields due to lackot imgation 
or bad land, the figures ot lower calonc 
intake were piobably much lower than the 
reconimendcd minimum ot 2,0UU calones, 
and could have indicated conditions ot 
scat city. di.sircNs and hunger. This is wheie 
the use ol siaiisiical averages hides more 
than It mveals and wherequahtalivc tiinc- 
inteiiMvc fieldwork can provide a moic 
accuiaic picture 

The second assumption undetlying the 
implied and actual compatisons between 
resctticnient sites and original villages is 
that Mtibal' siu'ietics arc coastilulcd by a 
lack of 'modcinity' and 'development', 
the latter ot which seems to be a.ssumcd 
to he seli-evidentiy normative and 
valuable * This is because monetisation 
and cash I low by themselves are construed 
asindicesol 'dcvelopmcnl’ and ‘iinpiovc- 
incnt' III these reports. This bias is buill 
into the lepoits bccau.se the nhicctilyiiig 
proccduiesot the reports have nut pnivided 
any way nt calculating non-monctiscd 
inputs oi piodui'tioii and consumption in 
(he original villages, where (hey were quite 
substantial Hence they disappear, only to 
reappear as a lack, an indicc of 
underdcvciopinenl They rc-cntei the 
concluding .section as an indicc ot lack ol 
cash tncoiiic, while market-determined 
HKinetaiy values constitute the unconscious 
'nonn' of development against which the 
onginai villages arc measured.'* Hence, 
the suKstaiiiiui items of both production 
and cunsuniplioii acquired cither thiough 
mon.s(K>n-led agiiculturc or the forest in 
the submerging villages are simply erased 

This particular form of objectifying 
procedure may reflect the familiar oppiv 
sition between primitivity and mottemity. 
and an unconscious bias in favour of the 
latter Surely, wc can acknowledge that an 
economy can he .socially organised through 
relations ol subSKStcncc, both between 
people and n.uure, without failing into the 


danger of 'romanticising’ subsistence 
agnculturcor 'tntiar societies The reports 
sei'ra to tall into the anthropological error 
ot viewing 'tribal' societies as a bygone 
SI age ol S(x:ial evolution, placed backwards 
in time although the siK'ieties in question 
occupy the same real time frame as 
ourselves Hence, in CSS Reports a 
dispersal in space between original 
villages and resettlement sites has been 
con.structed as a sequence in abstract lime 
(Fabian 19X3], Tlic widespread, it sotne- 
tiincs uncon-scious, use ol the metaphors 
oi 'underdevelopment' and 'back- 
waidncss’ is evident in these reptirts. Not 
coincidentally, it was also used to justify 
laiily brutal pnx.es.si's ol land alienation 
ot tribal peoples in the cause of capitalist 
nuulcrnisatioii and has already been well 
doLunicnicd for Amerindian native 
peoples These objectitying. temporal 
nietaphois now seem to be applied to the 
bhills ol the Naiinada region ' 

The following questions and cnticisms 
to the ohjcctilying procedures ot these 
leportscaniKit claim to be uimpiehcnsive 
Due to umc ionstiaints ol university 
teaching and administration, the preli- 
minaiy study fiom which I draw my 
questions has certain limiiations First, it 
only covcis one crop season, the rabi 
seasons ol 1997-98, and the survey itscll 
envois one resettlement site and one 
partially-submerged otiginal village. 
However, information geneiated from an 
in-dcpth housc-lo-housc survey duniig a 
had Cl op si'ason that tollo wed a prior heavy 
monsiHin in 1996, as well as day-long 
observations ot oihci sites, can provide 
indicators ol more permanent tremds This 
IS because economic pioccsses set in 
motion during icpcalcd periods of crop 
failuie, such a.sdisl less .sales, oul-migrat ion 
for wage labour, death and/or sale ot 
livestock, areoiteii incversiblc In addition, 
a cuniinoii complainl amongst resctlices 
IS that their landholdings are relatively 
unprixiuctive - iniertilc or vulnerable to 
waterlogging, compared to the disti ict and 
taiuka averages They believe that iwarby 
lamiers sold only then most economically 
maiginal holdings to the SSN Ihc erosion 
ot previous cropping mechanisms because 
ot repeated crop lailuics aic cumulative 
and possibly peimaneni trends 
Datalorthispaper was generated through 
household surveys and budgets of costs 
of production and consumption as well as 
incoming income that covered 25 hou.se- 
holds in a rcselllcmcnt .site comprising 76 
households. There was also (wo weeks of 
fieldwork earned out in a resettlement 
site, which included participant obser¬ 
vation and nioic in-dcpih discussions with 
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focus groups. These data indicate that 
paupcnsation and the transformation of a 
fonTierlyseir-sufricienfadiva.sicommumty 
into casualised agricultural wage workers 
may become a permanent consequence of 
resettlement, at least in this site. Second¬ 
hand reports Irum other sites indicate that 
this proce.s.s is probably occurring else¬ 
where as uell 

The average household size in the re¬ 
settlement site was 5.7. with an increasing 
tendency to iorm stem and joint households 
being remarked upon, a.s compared to the 
nucleated settlements leportcd for the 
onginai villages.^The onginal village was 
Gadher, a laige submerging villageof 2,500 
people IJoshi 1987:44] consisting of 17 
‘faliyas* or hamlets often related by 
de.scent, which had i'een split up and 
resettled in 120 different sites, the date of 
original resettlement was 1990 Although 
a number ot families tned to return to 
Gadher in 1996, they had been prevented 
by police form entering their home village 
and were forcibly leturncd to their 
resettlemeni site. The people in this rc.scltlc- 
ment site all belong to the Tadvi group 
and toonc faliya. The luliyas, in tact, seem 
to be both residential and descent groups, 
as a number of households possessed ghar 
jamais and the site studied was now said 
to constitute one fahva even though 
brothers had been placed in nearby 
resettlement sites.^ 

As the Gujarat resettlement policy 
decrees that live acres of land is to he 
awarded to household heads (defiiK*d as 
male) and all major .sons, a majority of 
families did possess landholdings, 
although 40 per cent reported less than the 
decreed live acres and there were al.so a 
number of complaints that major sons had 
not been awarded any landholdings at ail. 

12tobr exact, 'fhis tigiire of non-allotment 
of land may he greater, as a number of 
families arc still residing in the partially 
submerged riverside sottlmenl of Gadher. 
There wasalsoa widow whohad possessed 
two acres of land in Gadher but was not 
compensated tor her loss ot landholding 
in the resettlement site There was also no 
irrigation in the resettlement site, although 
the con.struction ot a nearby canal had 
contributed to waterlogging and greater 
soil salinity, according to residents 
Everyone I spoke to in the village com¬ 
plained that their land was relatively 
unproductive in compan.son to neigh¬ 
bouring patels’ landholdings even during 
a good monsoon. In a heavy monsoon, like 
the summers ot 1996 and 1997. there was 
almost total cn p lailure. 

The major finding from the household 
budgets and surveys was that incoming 


income from all sources, including 
agricultural wage labour, was much less 
than the average necessary costs even of 
food for a family of 5.7 during an average 
month, which was reported to be Rs2,000. 
This figure was corroborated through 
household budgets In addition, incoming 
income was entirely from daily wage work 
on farms located at a distance of from 5 
to 15 kms from the resettlement site. The 
major rea.son why almost all families were 
compelled into casual wage work was 
because of the total crop failure caused by 
severe waterlogging of land in the rabi 
seasons of both 1996 and 1997. Indeed, 
the total lack of yield from monsoon 
cultivation was immediately visible in a 
number ot rc.settlcmcnt sites as one 
surveyed the fields which had only a few 
stubs of ‘niakkai*. ‘tucr', orrice. All house¬ 
holds surveyed reported that at least one 
member wasengaged incasuai agncultural 
laboui, while a majority (72 per cent) 
reported wage work for more than one 
pci son in the household, including women 
and teenage sons Workers were often 
picked up by irucksowned by farmowners, 
who paid contractors for an entire 
truckload, with the average daily wage 
being Rs 15. and the average days of work 
per month being 20 People reported that 
they sometimes had to return home from 
the luadsidc 5 kms distant, as there was 
no work available One teenage boy and 
a woman also reported some harassment 
over unpaid .salaries in the time 1 stayed 
in the resettlement site. Four hou-seholds 
also reported that one or two members had 
left the resettlemeni site to seek con¬ 
struction or casual labour work in Surat 
or Baroda. 

All households reported a toss of 
livestock through the resettlement process, 
livestock which had died through hunger 
and disease, and particularly from the lack 
of grazing land in the resettlement .site. 
Although the most severely hit were goat.s 
therc were also a large number of families 
who reported a significant loss of cows 
and bullocks. Two households now 
po.ssesscd only one bullock, an obviously 
insufficient number for farming. Another 
five ho. scholds reported keeping alive 
only two bullocks, with all goaLs, chickens 
and cows having died The chickens had 
apparently died from a viral disease. The 
meagre livestock holdings in the re- 
.settlemcnt site compared unfavourably 
with the rather large herds of animals 
reported ior the Gadher, where cattle- 
racsing among Tadvis was considered an 
economic speciality and a sign of social 
prestige. Ten individuals from separate 
households also stated that they used to 


acquire quite a large income from selling 
cows and bullocks. 

In contrast to the original village, the 
oustees in the resettlement site purchased 
all inputs and sold all output they produced 
through market mechanisms. Hence in 
statistical terms they would appear to be 
more ‘developed’. However, this is where 
statistical surveys, such as that of CSS 
break down, since they provide no way 
of calculating the ’value’ of non-monetised 
inputs, and see monetisation itself as an 
index of better living conditions and 
increasing ‘real’ wages. Yet costs of agri- 
cultui al production in the resettlement sites 
were and arc much higher than in the 
original villages. This was not only due 
to the fact that most inputs in the sub¬ 
merging villages were home-[»oduced and 
therefoie non-monetised. but also due to 
the more capital-intensive nature of inputs 
required in the new locations. In the 
resettlements sites, ‘green revolution’ 
packages of seeds, fertilisers and pesticides 
were consideied necessaiy but were not 
so in the onginal villages. 

Due to a decrease in diversification of 
crops, semi-annual output is also less 
secure The only major crops attempted 
to be grown in the rabi season were ncc 
and makkai, plus a bitof tuer. The majority 
of households surveyed attempted to 
cultivate their land in t^ 1997 rabi penod 
using high-yielding vaneties of rice and 
makkai, and also applied DAP and urea 
at an average of 0.8 togs per acre of each. 
The costs of DAP and urea were Rs 415 
and Rs 150 per bag, respectively. Four 
households also reported using pe.sticides, 
at a cost of Rs 350 per litre, and an average 
of one litre per acre seeds were also 
purchased from the market, with an average 
cost per household being Rs 91. Hence 
average costs, not including the pesticides, 
tor circulating capital last rabi season were 
Rs 3,660 for an average of four acres 
cultivated this season per household, an 
amount totally lost through the monsoon 
crop failure. This aggregide cost does not 
include the amount that had to be spent 
on bullocks, ploughs and the maintenance 
thereof. If we assume that three members 
of a hou.sehold on average arc working as 
agnculiura'i workers, then incoming 
income was, on average about Rs 900, 
producing a huge shortfall of income in 
relation to basic costs of production alone. 
Consumption costs were also reported to 
be much higher than in the original village, 
where a -great deal was produced for 
subsistence and did not have to be 
purchased from the market Despite this 
increasing impoverishment, only one 
person reported being able to take a loan 
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ftom a shopkeeper/rcKtauiantowner Hve 
bns away, and that happened last year, for 
which he washed dishes in repayment. No 
one else in the village was able to contract 
a loan this year from any source: bank, co¬ 
operative society, or private moneylenifer. 
In fact, there was no bank or co-operative 
society in the resettlement site. The 
sensitivity of the debt issue and its relation 
to honour and self-respect may have 
clouded re.sponses to this question and 
require a greater level of trust between 
researcher and interviewees to reveal 
{Hardiman 1996]. However, a near 100 
per cent negative response is striking and 
possibly indicates that the poor quality of 
adivasi land in this resettlement site 
excluded them from participation in the 
credit market in any form. This pheno¬ 
menon has been noted for landless and 
marginal households in Uttar Pradesh and 
elsewhere, and may indicate that neigh¬ 
bouring merchants and large farmers 
themselves consider the land allotted to 
resettlees to he too worthless to count as 
secunty (Whttehead 1991]. In tact, those 
resettlement sites with unproductive 
landholdings may constitute a quite novel 
phenomenon: middle peasant households 
on paper wlm are, at least in the mon.soon 
season, landless agnriiltural labourers 

The extent to which resettlees overall 
were given unpniduciive land under the 
Gujarat NWDT cannot be gauged from 
preliminary fieldwoik of two wedcs which 
involved one in-depth village study. 
However, I was taken to six resettlement 
sites in Dhaboi taluka which is one of the 
most favourably irrigated of all talukas in 
which the project affected peoples (PAPs) 
have been re.settled. These resettiement 
.sites reported crop losses of between SO 
and too per cent in the monsoon season, 
and sightings of resettlements sites from 
highway also indicated substantia] crop 
failure due to wateriogging elsewhere. 

Under these conditions, vie, a drastic 
shortfall between incoming and outgoing 
income, the response of Tadvi households 
during the summers of 1996 and 1997 was 
to increase self-exploitation. In plain 
English, they consumed less, and during 
the wedc I lived in the resettlement site, 
this meant reducing consumption to one 
meal per day. This compared unfa vmirahly 
with two meals a day plus morning chai 
in their original village. It may be argued 
that the 1996 and 1997 seasons were 
particularly bad due to a heavy monsoon 
that led to waterlogging of land. However, 
bad weather conditions have not been 
infrequent since they resettled. The occur¬ 
rence of bad harvest seasons in 1991-92, 
1995-96,1996-9''and 1997-98 haspushed 


people in this site to a sense of despair 
and makes their desire to return to their 
original village more than understandable 
even from a purely economic point of 
view. Human beings, as well as animal 
life, after ail. need replenishment not just 
in three out of .seven years, but during the 
enitre penod of resettlement and after. 
Many of the coping mechanisms reported 
for the drought of 1991-92 in the CSS 
Reports,* such as help from relatives, sale 
of animals and silver, seem to have been 
depicted Tlir latter two options are, in any 
case, oiK-shot affairs, while this resettle¬ 
ment site reported the death, rather than 
the sale, of livestock due to sickness and 
the difficulty in acquiring fodder. Fodder 
collection was now done by women rather 
than through grazing and hence, added to 
their daily household chores. 

Given an overall response of un- 
producu ve land, waterlogging, crop failure, 
and households engaging in daily agri¬ 
cultural wage work to make ends meet, 
the CSS Reports’ statement that only I per 
cent of alloustcesin 1996-97 were involved 
in agricultural wage labour seems almost 
fantastic, since there were more than 30 
agricultural labourers from itself for the 
rabi scaison, which would constitute more 
than 1 per cent of their global population 
of 2,981 resettlees |Sah ndj. Examining 
the tables moreclosely, and the breakdown 
by sites, it is clear that there are some sites, 
e g, Dhamadra, Piparvati, Sandhia and 
Jemalgadh, where the percentagesaie over 
10 percent while in Vadaj-2, the proportion 
is 41 per cent, and in Kali-Talavadi, it is 
8 per cent. Hence, the probably very dis¬ 
tressing situations in Vadai-2 and Piparvati, 
have been minimised by including them 
with 25 other villages which apparently 
had less, oi negligible proportions of adult 
men engaged in agncultural labour. What 
this calculation according to average 
percentages omits are the inter- 
relationshipsbetween landholding, quality 
of land, irrigation, yield, access to credit, 
and options for agncultural wage labour 
in each site I fence, if soil feitility, imgation 
and other facilities are favourable in 33 
per cent of sites, marginally favourable in 
another .13 per cent of sites, and un¬ 
favourable in tiK* remaining third, then the 
overall petccniages will fall in the middle 
range ^ In addition, by multiplying 
percentages, lower percentages always 
emerge Hence, if 55 per cent of sites 
reported some agricultural labour, and the 
average percentage was 3 per cent, then 
the total multiplied is close to 1 per cent, 
the global pcicenugc ^ ven inCSS Reports. 
Strange as it may seem, my finding for this 
resettlement site that all households 


reported at least one member working for | 
daily agricultural wages can beconatiucted 
to correspond with an overall statistical s 
average for all resettlement sites of less 1 
than I per cent, masking and minimising 
the real hardships faced by the 
77 households in the resettlement site ^ 
studied at least during the .summers of 
1996 and 1997, if not in other periods. ‘ 

It IS indeed a pity that the same method 
ofcakulatingavciageshasnotbeenapplied ' 
to the tables of male and female members 
engaged in their own cultivation. Surely, 
if all adult working members were giant^ 
five acres' of land, one would not expect 
tofind much less than 100 per cent of male 
working members engaged in ‘own cult- 
vation'. Yet percentages of 42 per cent in 
Amhavadi, 48 per cent in Chandanagar. 
49 per cent in Chicadia. 24 per cent in 
Dhamadra, SO per cent in Khandupdra, 
46 per cent in Navgam, 48 per cent in 
Pani-Mahuda, 47 per cent in Sanoli, IS 
per cent in Vadaj-2, and 36 per cent in 
Vaviala - all below SO per cent for the 
rahi sea.son. 'This surely indicate!, that there 
were and are continuing flaws in the 
implementation of the resettlement policy 
and that there havebeencveiyday hardships 
associated with that process that have been 
glossed over through statistical means. In 
fact, the percentages arc not much higher 
for the kl^f sea.son tor thc.se resettlement 
sites as well, yet noticeably decrease when 
averaged .against rc.M;ttlemcnt .sites with 
better land. 

'There were also many complaints about 
the infrastructure at the resettlement site, 
which are somehow erased through the 
averaging procedures of .stat i.stical analysis 
One of the mo.st serious concerned the lack 
of medical care in or near the .site itself. 
The nearest doctor was in the taluka head¬ 
quarters. Naswadi. at a di.stance ot 1 5 kms. 
Having accompaniwl .someone there, 1 can 
attest to the difdculties of reachingadoctor. 
first there is a five km walk of Keladia, 
then a wait and finally a 20 minute nde 
on an overcrowded bus. Indeed, one might 
speculate that a senou.sly ill person would 
have expired through the attempt to reach 
medical care. Sarcasm aside, the im- 
possibility of acquiring adequate allopathic 
care during emergencies raises concerns 
about the CSS Reports that there were 
better lev'els of m^cal care in or near 
resettlement sites as compared with 
submerging villages 

This statement can only be construed as 
‘tactual’ by the averaging pnKedures 
previously mentioned an^orby a.ssuming 
that there was no medical care in sub¬ 
merging villages. In other words, if five 
resettlement .sues possess pnmary health 
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caic ccntrfs within u fivi* kiii distance, 
while live more have lo travel 15 kms to 
icdth one, then on avuiagc. they would 
ail fall within the stipiilaicd distance of 
10 kms ’'’(iranted that the majtir form of 
medical caie in submerging villages wu.s 
through 'desidvai' prav ti.sed by traditional 
healers 01 Bhuwa It isonly by discounting 
tlic Bhuwa as medical practitioners that 
CS.S Rcportscan as.sert that there aie belter 
forms of medical care available in the 
plains than in the hill scillcments " In 
addition, there were ••lien no allopathic 
practitioners m the lull villages, hence any 
allopathic medical lacility, however 
distant, can he reporicd as a statistical 
improvement, although ti does not 
nc'cessanlv reveal a real me tease in well- 
being Alsu, epicleiiiu'logic al patients aie 
diftciciit III the otiginal villages as 
compared w'lth resettlement sites, a factui 
that seems to have Iteen ignored in the (\SS 
comparisons of health care ‘bclote and 
after' Mon- conccnir.ited .settlement pat 
ternschaiacteiisiic ol the re.settlemeni areas 
have been liistoricallv accompanied by 
higher levels of iraiisiiiission of inloclious 
diseases. a> the onginal villages olteii 
coniained hamlets ol one laliya each 
separated by a distant, e ol SO metres or 
tnoie Although I do not yet have statistics 
■elating to moibiditv, niitsi |H’oplc- in the 
rcsettinieni site thought that there wen- 
higher levels of tnleciious diseases in the 
reselticmcni site and two deaths ol infants 
f torn diarrhoeal infection wei e reported i ii 
the last three months \k aterh rgging around 
the village pumps and the neaiby canal 
sccim-d to pi (Wide an ideal hmediiig gi (luiid 
for mosc]uil(H-s.of whti htheie weie many 

The amoinit of conipens.iti(>ii paid lor 
housc-buildtng was a lrc'<|uent complaint 
as Rs lO.(KK) was enough only to lay the 
cement lound<ilions ol houses and 1 saw 
at least five hoiist*-plois that eonsisted of 
foundations alone Besides two pucca 
houses, one belopgiti'' lo a cemeiil con¬ 
tractor and another lo a salaru'd nrachme- 
operalor, the rest ol the dwellings were the 
onginal lin sheds w hic li had been pi ov ided 
seven years ago Thew: dwellings were 
said lo he ectreiih'lv hoi during suniniei 
and cold during the winter months I'he 
cement coniractot was said to have 'eaten' 
(‘khayo'llcmr-iinhsol me monov allotted 
to constniciion lor wells, pump-stics and 
house constiuclion Complaints to the 
SSPA about this prohicm weic apparenily 
ignoied uiiiil 

Access to ecluc'.il ion u lacililies was also 
a major problem, with potentially long- 
range consequences A primary schcKil 
had been constructed, but acaved-in root 
since Ihe start of the monsoon seav<>n 


made it noii-functionaf The distance to 
secondary and high schools of 12 km.s, 
combined with the economic dcstress of 
households has meant that many 
adolescents have hcen withdrawn from 
sch(x>l Instead, they ate needed lo help 
their patents thiough wage work or 
housework (liven the fact that Gadher 
po.ssessed three schools, and the Tadvi 
have had mlativcly high levels of liteiacy 
and education {Josln I987-.56), this lack 
of educational tacihties is acutely tell. 
.Some parents, paiticularly those fmm 
‘lihagai' families, w orry about an emciging 
di inking nrohlem unKUig male adolescents 
The watei supply is also a major complaint 
as none of the wutei laps in Ihe village 
are woiking while the well has onlv 
monsoon ram vvaiet whn h is slagnanl and 
umis.ihk* H.in(lpumpsarediitieulllouse, 
and dwellings aic legularly inundated 
during the monsiuins Walcrcollcclnm by 
women l^ thus a more timc-consuming 
alfair Ilian it was ui the home village 
People weie .iKo no! given any money for 
initial land cleaMnce, and had lo spend 
ttom Ks 7 S.tKK) clearing the land .six lo 
seven yi'nis ago It is not a.i exaggciation 
lo s.iy that the lesetllcment site resembles 
a lui il slum 

In teims ol othei facilities that weic 
piomi.si'd in the resetlienient package, a 
wi*eHy maikel exi.sted Mi kms away, a 
griHciy shop did exist in the resetticmeiil 
siie. iheie was no rclnihilitalion office, the 
police ‘chowki’ was 10-15 kms away, no 
temple oi mosgiic. no ihieshing ground, 
a Hour mill at a distance ol 5 kins, a long 
and muddy approach road, no tailor, cloth 
shop ot haiher, and no homeopathic. 
,iv UI vedic, unani or hhuwa practitioners oi 
nuise, or bone sottleis in the village l-or 
nu'sl ailments, pt'ople tended lo pn'Icr a 
hhuwa, who used ayurvedic rcmc*dies and 
who lived at a distance ol three kms ftom 
the village One man who appeared to 
have lost a great deal of weight thiough 
a chroni: ailment ol ihice years, a-potled 
no s.itisl:tction tiom the government 
hospital in Naswadi, hut suh,sequeni 
iniprovcmeiil alter treatment lor three 
months bv a hi iwa 

On a more qualitative note, everyone m 
Ihe village, although ailem(mng maikct- 
dri veil agi ic ullure, year tied for the relal iv e 
security ol a more subsistcncc-aiiented 
economy in iho onginal village .Sinking 
lompati.sons between the high costs ol 
eoiisumption and production in the 
loscttlenK'iii site and then negligibility in 
the home village were a frequent topic of 
(onvensation Pverythmg there, they said, 
was piovided by the jungle and their own 
cultivation Extra latKi fur cultivation could 


also be acquired in the forest, a pattern 
of use of rights which has been admini¬ 
stratively 'read' as encroached land and 
thereby legally exempt from compensation. 
In the home village, only salt and clothing 
was exchanged in the market tor ‘bidis’, 
there were ‘free’ vegetables from the forest, 
ccxrl mountain bree/es in the hot season, 
and people grew enough in just one 
cnippmg season to sustain them throughexit 
the entire year Today, by contrast, 
everything, including people, was tor sale. 
They also as.scrlcd that in their home 
village, women had Rs 200in thcirpockets, 
while in the resettlement site, even men 
had hardly five rupees to spend. 

Women akso complained that the 
distance to their natal families was now 
much greater and that they had a lot more 
v( ork to do in collecting foddei and fuel 
Many women were also working as agn- 
culiund day labourers The women in the 
ic.seillenient site, however, did not .seem 
to take an -active p.'irt in political affairs 
as.s<a'iaii'd with resettlement issues. 

These qualitative statements stand in 
intiltasl to the ‘pen-cptions ol oustccs' 
reported in various CS.S Reports Hot the 
1096-97 period, appan'ntly 9() pei eeni ol 
PAPs in the rabi season reported that their 
economic comhtion had citht'r improved 
or leinaincd Ihe same comp.ired to in Ihe 
submerging vilkiges iSah nd 9| 

Only in Vad.ij-2 have PAPs reported signi- 
fu-ani dcienoralion m their economic 
condition, here only 1 (per cent reportiHJ 
that It -had mi|rt(>vcd The siiu.ition in 
Amhavadi, rh.iiidan>igar and Navga.-t is 
also not very cm ouraging, fc>r ahoiii 25 
per cen' PAPs in these ka-ations were 
unsaiislied with then economic condition 
In these sites either laim produc-iion was 
low, c g Chandanagar aiul Amhavadi, oi 
land had not been received by PAPs by 
the tunc this survey was conducted [Sah 
nd l()| 

C'.SS Repc^rts #24 doe.s not pnivide any 
quaniitaiive (ot qualitative) information 
on the economic conditions of people in 
the submerging village It continue.: by 
minimising rcpoitsot negative pi'rceptions. 

The lindings relating to perceptioas should 
be interpreted with caution As had been 
mentioned in earlier reports, these findings 
do not always reflect the comparison of 
ccommiir eundilions in new sites with 
those oi submerging villages.PAPs observe 
their surroundings and compare their 
siiuaiion with peer groups as well as ho.st 
villages Moreover, over the years PAPs’ 
exposure to various groups may have 
heightened their expectations from R and 
R. It IS also likely that sonw PAPs may 
he using the survey results as a platform 


in imiA 



to pressunse the polky-makm to relocate 
them owing to reasons different than their 
dissatisfaction relating to economic well¬ 
being in their new sites. Since it is not 
possible to decipher genuine Irom spurious 
responses, the findings may need further 
venficalion...Despite theoperatiun of these 
foiccs, the potportion of PAPs lesponding 
lavourably quite high [Sah nd.lO). 

It is hard to understand why the most 
negative possible spin is given to findings 
which might contradict the Gujarat 
government's reseitleinent goals. In fait, 
social scientists generally agree that if 
there is distortion in answers to survey 
questionnaires, it moie often rcnecis an 
attempt hy respondents to provide the 
answers desired by the quesnoners. 
espc'cially us the investigators are ollen 
ufban-based, iitcrale, and cnlcrtlK villages 
with the tiapptng of institutional authority 
Having basically accused the respondents 
of consciously manipulating the intei- 
vicwers.CS.S Rop(irts«24 ihoiiof torsihem 
a modicunioi reason by notinga eonelation 
between negative pi iceptions of before 
and after conditions, and those PAPs 
having low yields, pool land, crop lailnie, 
low iingaiion, higlioi dependence on 
market for food coiisuniption atid higher 
dependeme on agnciiliuial lahoiit 
These tinilingsreveal that larinpriKliK.lion 
of households who are diss.ilistied is 
signiric.inl ly lower, ami so is theiri .ipahihty 
lo Iced Iheir incmheis liinii their own 
pnxluetion lliosc households w ho had to 
Fcsort to ugncultiiral labouring or casual 
laKniiing are also tliosc who perceived 
that their economic condition has 
deteriorated fSah nd| 

The lepoit then discounts potential 
rationality of ouslecs by stating that 
‘perveptionsarefsK )notneces.sanlyrellccl 
a comparison between pre and post 
situations hut arc lormed hy contemporary 
experiences of PAPs in the new sites', 
(Sah nd]. 

However, despite CSS Reports goal ol 
'hard' .statistical and quantitative analysis, 
there are no compaiative data on the 
.submerging villages given in this report 
by which readers could evaluate (hen 
rca.sons fur negative perceptions Nor is 
there any other justification tor this 
statement, which seems to directly 
contradict the previous paragraph, and 
seems to assume that the PAPs are. at best, 
simpletons, and at worst. liars. 

In talking to people and living with them 
in the re.settlement site over a two-week 
period, the major reasons lor the apparent 
distortions in the CSS Reports became 
muchclearcr. Theirstaiistical calculations 
basically compare incomparable entities. 


since (heirbasclineisaseries of quantitative 
before and alter calculations that assume 
value IS only associated with the market 
and Its exchanges. In fact, there are little 
or no 'betorc' statistics, as there has been 
no attempt made to assign quantitative 
values to mm-inarketed inputs and output 
in (he submerging villages. Since non- 
marketed .seeds, fertilisers, rain-lcd 
irngation, and home-made implements 
represent llic hulk of agricultural inputs 
in submerging villages, these reports ate 
misleading at bc.st The report is .structured 
around a bias which a.ssuinc.s that capitalist 
modernisation .ind development i.s nece¬ 
ssarily hcitet. while subsistcncc-onentcd 
puKluLiion and traditional health care is 
eilhct non-exisicntoi rqiresentsa negative 
blockage to he overcome. .Since only 
maikel-oni'nti'd agneuliure is assigned a 
quantitative value, and .subsi.slcnce- 
oiicntcd agricultuie enters only as a lack 
Similarly, allopaihic, modem health care 
IS (uken as the 'norm' and anything 
(lillcteni, such as traditional, ayurvedic 
care, docs mn statistically exist, hcncc it 
enters ihe monitoring only as a lack 
This assoi lation ot non-moneiiscd 
agticullurc and non-allpathic medical cat e 
with pnmitivity and lack is, indeed, a bias 
which has hi‘en evident in dealings with 
Gujaiat adivasis since colonial times 
various leseltlcment schemes in the 19th 
and 20th centuries have attempted to 
do.stroy slutting cultivation and ininxiucc 
market-driven agricultural 'refoims' to 
induce hhils to become intensive 
agncultuialisis pmducing a stable n'vetiue 
In addition, the 1865 and 1X78 loicstry 
acts ciiminaliscd slash-and-huin 
cultivation, and decreed any u.sc of ion'st 
products to be illegal Not surprisingly, 
discourses ot piimitivity, wildness and 
nature aicumpanied (lii.s passage ol Ihe 
Mills into the Livilisiiig pnKcssof colonial 
resettlement and reform (.Skaria 1997), a 
process wliish ilie bhils seem to be rc- 
expenencing llitouglv their cuireni 
rcseltlemcni pioccss Behind these 
'modernisation' and 'betterment' schemes 
lies a drive to extend pnvatc property 
rights and ‘develop* a market in land to 
provide a si able revenue base I or the state 
Thisins oivcd not only the spicadot private 
piopcrty rights in land, hut also the 
extinguishing ol customary, use rights in 
the soli, with the latter being termed 
'encroached' land In addition, private 
property was extended to forest products 
themselves through legal liinitatioas placed 
on common use of forest pmducls, which 
often became international commodities 
Prior lo the forestry acts, the adivasis had 
been able lo shift their cultivation easily 


since land was relatively abundant; the 
fnre.stry acts, however, withdrew between 
28 pci cent and 85 per cent of land from 
shifting cultivation in some districts in 
Gujarat and thus created land as a 'scarce* 
resource At the same time, the‘pnmitive- 
ness* ut adivasis was highlighted in order 
to justify (he harshness of this 'moderni¬ 
sation' priKcss. 

Siippnn formy cnticisms of CSS Reports 
and for the views of resctticcs that their 
real standards ot living and well-being 
were higher in Ihe onginal villages are 
supported by my 1998 observations in a 
partially-submerged hhil village in Nandod 
taluka, just behind the Sardai Sarovardam. 
which aiiseliomastayot six weeksdunng 
the summer ol 1998 Qualitatively, tlic 
dilterencc in the partially-suhniuigiid hill 
village and the resettlement sites isohvious 
I rum a quick glance The village is situated 
in a beautilul site, close to what used to 
consist of the Shurpaneshwar sanctuary 
and coivsi sis of relatively dispei sed hamlets 
scattered on hillsides broken hy small, 
cultivated fields and forests The housing 
pruvules perhaps the mo.s( vivid vi.sual 
contrast to the resettlement sites, compared 
to (he tin sKcds which are still piedominani 
in lesottlemenl sites, the hill sues boast 
ol spacious. oiie-riKim houses constructed 
ot mud and thatch with leak diKits and 
beams. It is ca.sy to sec how a tendency 
to mmanticise adi vast culture candevelop, 
as the contrast between the highlands and 
the plains is a stark one, even to a cynical 
academic* 

Yet this partially-submerged village is 
no authentic isolated primeval habitat 
about 45 per cent ol the families consist 
ol people who have relumed irom vanous 
resell lenient sites, particularly Aiiihavadi 
and I’lpai vati, either due lo iix'ky land or 
lo hostility from host villagers The village 
thcrelore consists of people who have 
chosen a .subsistence-orientation over 
maiket-dnvcn agriculture due to the 
inuhiliiy to secure a livelihood trom the 
land distributed through the resettlement 
programme The village can thciciore he 
tcimed A suhsislence-oncmed ot even 
rcsuhsistencc-oncnted village not because 
of Its isolation from niaikets, hui due to 
the lact that agnculiural pnxluetion is not 
dependent on the niarke' lor inputs such 
as imgaiion, tertilisers. pesticides, and 
seeds Nor is it dependent on markets for 
the .selling of agncultural produce, and is 
hence hulf''rcd from the competitive 
pressures which such regional and national 
markets impose on commcicially-oricnted 
agricultural pniduccrs Subsistence agri¬ 
culture versus commercial farming are 
analytically distinct, not because of the 
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relative isolation of the former from 
markets, but because the underlying 
conditions of production remain outside 
of competitive circuits of capital, inputs, 
and selling of output which proviik; the 
defining feature oi commercialised 
farming [Friedmann l‘)81]. Indeed, many 
households possessedanumher of market* 
purchased consumer items such as bicycles, 
clocks, clothing, one tape recorder, soap, 
watches, etc. This can be interpreted as 
an index ol the relative secunty of sub¬ 
sistence cultivation and the availability of 
other sources of incomes in the poitially- 
.submerged village 

I formally interviewed 67 heads of 
households out of a total of 72 bouschold.H 
in the village, as well as documenting the 
vancties of fniit trees, vegetables, medi¬ 
cinal plants, and crops and their uses that 
arc available to the 'I'advi and Vasawa 
households who have remained behind in 
the paitially-inibmcrged hamlets or have 
returned from resettlcnictit sites in the pa.st 
two years. Thirty of the 67 households 
interviewed con.sistcd of people returning 
from vanous re.vettlemcnt sites, and they 
cited poor land plus the high cost of 
pesticides and fertilisers as the major 
rea.sons foi their return. Othei reasons 
included death of cattle, buIkKks and goats, 
lack of medical facilities and/or irrigation 
and schools. A few respondents reported 
that they had been cheated by the govern¬ 
ment, since the land tliey were originally 
shown was of higher quality than the land 
they finally received Several also reported 
the hara.ssmcnt of Tadvi women and thell 
of personal belongings in the resettlement 
sites. Of the 47 households who were not 
returnees from the resettlement sites, 12 
had not yet been allotted land, two 
households are still planning to shift, 10 
householders reported that they did not 
want to shift as the allotted land was 
infertile or problematic, five did not leave 
due to other reasons, such as lack of 
medical, iingation or educational facilities, 
and 10 households had one or more 
members, often the eldest son, working 
the resettlement land while the rest of the 
family stayed behind 

For the purposes of this paper, however, 
the most significant finding to emerge 
from this .study was a computation of 
household income and expenditures, which 
showed a great difference with the resettle¬ 
ment site previously reported. The.sc 
findings also contradict the economic 
advantages claimed by the CSS Reports 
for the resettlement programme. Sources 
of income in .he partially-submerged 
village were much more diversified than 
in the resettlement site i surveyed. They 
included the sale of goats and chickens. 


and sale of agnculturai produce, of bidis. 
medicinal plants, and of fish, work in the 
forestry department, government jobs, and 
labour on the dam project itself. Even in 
terms of cash inconu, M out of 67 house¬ 
holds reported a monthly surplus, while 
four households broke even, and only two 
showed a minor deficit. 

Yet the index of cash income alone does 
not tell the whole stoiy, since it precludes 
those household inputs which are non- 
moneti.sed and produced on their land or 
acquired in the forests. This includes one 
crop per year, mainly of jowar, tucr, urad, 
banti and bhaidon. and which they state 
lasts them tor the entire year.'^ Hence 
neither double-cropping nor irrigation is 
neces.sary. These crops do not cost much 
to produce, since most inputs, including 
seeds, dung fertiliser, irngation, and 
ploughs arc non-moneti.sed and produced 
by households themselves. Indeed, 
carpentry seemed to be a skill known by 
most men in the village Other non 
monetised inputs include vegetables, tree 
fruits, fish, buttermilk, and medicinal plants 
for consumption, timber for firewiKid, 
house construction, ploughs, dung for 
fertiliser, ‘datun' for teeth-cleaning and 
other medicinal purposes, and 'khair' for 
house-making. In total, I documented 66 
types of trees, 20 types of medicinal plants 
and 42 types ol fruits that were ased by 
residents The importance of forest 
resources for the household economies ol 
this paitially-submcrged village is 
indicated by the common statement that 
even if agriculture failed for three to four 
years, people could survive on forest 


produce akme. Such statements contrast 
with responses from the resettlement site, 
which resfealed that their winter crops of 
wheat and jowar only lasted two to three 
months since their laiid was poor, and their 
summer crops were destroyed completely 
in 1996 and 1997. 

Conclusions 

The different assumptions underlying 
qualitative fieldworit-based informatirm 
reporting versus quantitative, statistical 
analysis that have yielded such different 
results raise questions about the reliability 
of averaging procedures used in the CSS 
Reports. The averaging procedures charac¬ 
teristic of the CSS tables and conclusions 
minimise the stress and difficulty faced by 
unfavourably endowed resettlement sites 
and households. This is most starkly 
evident in questions ol caloric consump¬ 
tion, in which the average of low-calone 
with highicalorie households and sitescarr 
hide I cal cutbacks and even hunger 
experienced by badly endowed houselailds 
and .sites during periods of crop failure, 
eg, in the resettlement sites of Dabhoi 
taluka, Vadodara distnet in the summers 
of 1996 and 1997.'^ In addition, where 
statistical methods inc lude biased assump¬ 
tions as a starting point, e g, that non- 
monetiscd inputs are a sign of backward¬ 
ness and .should not therefore be counted. 
.stati.<nical uirrclationsand coefficients only 
lend an air of sophistication to an already 
ideological procedure.'^ However, if we 
start from peoples’ everyday lives and 
expenences, and the social relations 
through which households co-ordinate 
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Adr activities in lesponae to extemally- 
genenliaed market piessiires, rather thw 
prior assunqitions about what constitutes 
'developinent’,thena\'etydiffinentpicniR 
emerges. In the case of the resettlement 
mte in Dabhoi taluka. what I witnessed 
was the immiserisation of formerly self- 
sufficient adivasi societies, the creation of 
new labour nomads of south and central 
Gujarat.'^ 

The provisions contained in the N WDT 
for resettlees in Gujarat are probably the 
most generous awarded by any state or 
central government in India to peoples 
displaced by dam and/orotherdevelopment 
projects. The pain and trauma involved in 
the implementation of even this re¬ 
settlement process raises questions about 
whether there is such a i hfng as a benef^cial 
or equitable resettlement policy. Develop¬ 
ment, after all, like other terms such as 
‘modernity', ‘tradition’, ‘progress’, and 
gross domestic product, is a vague abstrac¬ 
tion which has diverse meanings for 
different people. Yet it carriesconsidcrable 
emotive weight. As a vague yet semanti¬ 
cally loaded abstraction, it often hides the 
disparitiesthat accompany capitalistforms 
of change, as well as .smoothing over the 
top-down and non-parlicipatory character 
of its managerial regulation [Esteva 
1992.7-8]. Onginating first as a term 
denoting the unfolding growth of an 
organism, it became linked through 19th 
«.entuiy s(x:ial Darwinism to the idea ot 
social transformation towards ever-motc 
perfect forms. In this hierarchical reincama- 
uon, it becomes almost impossible to 
question Its prerogatives, and the 
ascendancy of homo a ommicus which is 
presuppos^inits theoretical unconscious. 
In the case of India, the semantic associa¬ 
tions linked with the term ’development’ 
earned the added weight of the Nehruvian 
versus Gandhian legacies of the different 
visions of india’s post-independence 
future. Yet framing the question of the 
re.settlement of the Miils in terms of an 
inevitable cost or side-effectof the develop¬ 
ment process forecloses many questions 
relatiiig to thegeneralcliaracterof capitalist 
forms of change in which there are a few 
winners and many losers. Hie ‘develop¬ 
ment* of bhil society over the past century 
implies that they were formerly ‘under¬ 
developed' as slash-and-burn forest 
dwelleiii, a term that carries additirmal 
pejorative connotations of primitiviiy, 
‘jungli’ backwardness, inefficient resource 
use, and closeness to nature. It diverts our 
attention from the reality that they most 
l»obably enjoyed a much more secure 
subsistence base and even perhaps better 
health than they have experienced through 
the various development projects imposed 


upon them without theirinpid. Itisperiiaps 
wise to remember that for the bhils, as well 
as three-fourths of the world’s former slash- 
and-burn cultivators and hunter- 
gatherers,‘^ ‘development’ is a threat that 
has already been carried out. 

Notes 

[I would like to thank the Social Sciences and 
Humanities Research FoundaUon of Canada for 
piDvidii^lhe funding which made this pieliminary 
study, and subsequent ones possible.J 

1 By .Mandpomt methodology. I do not mean 
solely that I will develop my concepts and 
present my infonnation from the bhit’s point 
of view Rather. I mean my conceptt will be 
developed close lo the ground, as it weie, they 
wiU take the lived social relations, rather than 
a pnun abstractions about them, as the point 
from whichtoquestion and le-question specific 
objectifying and generalising procedure.s 
contained in CSS Reports. 

2 I am not sure why one 100 calone increase 
between ihe fubmetging village and 1992-9.1 
in the resetileiiicni site consmutes a major 
inciease in caloric consumption. 

.1 This association of ‘tribal' societies with 
pnmilivity and underdeselopmcnl, closer to 
nature than to culture, it not. of course, limited 
lo the CSS Reports, but is a pervasive metaphor 
in both western and post-colonial south Asian 
discourses 

4 I will deal with the ways m which this con¬ 
ceptual move undervalues Ihe quality of life 
of onginal villages later in this paper 

5 And not only lo them, of course, os similar 
cunenl images of pnmilivity abound in ihe 
Iiteratuieoncunlciiiporaiy Amozoman 'tnbes' 

6 The name oftheresettlemeni site has not been 
given due to necessities of anonymity 

7 This observation was confirmed by visits to 
sites near Vagodhia. whereaparticular ‘faliya’ 
was refened to as ‘petrol-pump faliya' 

8 CSS M and E Eepiiris, Surat, Gujarai, #21 

9 As previously mentioned, there is no way of 
actually calculjting from the CSS Reports 
how many villages might be favourably 
endowed, and how many might have pmiially 
or totally unproductive landholding If one 
assumes that the 11 villages out of 120 villages 
were selected aruirding to random sampling, 
then It would appear that at least 6, or over 
l/Sth po.sscssed unproductive landholding, 
and weie forced mio distress conditions even 
dunngiclalively good monsoons Forthefour 
yean in which 'abnormaT weather conditions 
have pivvailed. Ihe number of villages which 
suffered crop failure would have been much 
higher 

10 By such averaging proceduies, Ihe UNDP has 
declared Canada to be cither first or second 
in 'deveiopinent indicates' since they started 
monitoring 'national progress'. Whm these 
same yordstiLks ore applied just to Native 
Peoples of Canada, the country drops to 67* 

11 There u now a substantial body of literature 
on the relative menu of allopathic and 
‘traditional’ forms of medkal care in medical 
anthropology {Bwmedianr Re-examined, 
M Locke and D Cordon, l99S,Badyi>fPiiwer, 
^rf 1 n/Re w ironre. Comaroff and Comaroff, 
1985, M Taussig, CaUmuUism. Shamanism 
and the Wild Man, 1992, T Csordos. 
EmbiidimeniandExpenence. 1994, etc). The 


fact that CSS Reports ignore the erWeismt ; 
ofthemindlbodydualkyunderlyingallopadiic ' 
healing and the advantages of lociaOy ) 
constituting disease agents reflecu liieir bias j 
in assuming that modernisation and allopathic ‘ 
core are inherently supenor in all treating aU $ 
forms of un-wellness. Traditional heolen, l/ua 
faeto, became an absence, a lack in 
many medical anihropologisit now aea j 
allopathiccareassupenormainlyininfecCknM > 
(hseasesandsuigeiy.whilechromccampiainia, 1 
1 e, those mote fiequently encounfeied in te | 
hill environment, ore more adequately treated i 
through ‘traditional' heolih care j 

12 Peopleinthepartially-subineigedvillageclaim 
that ‘bontr ‘bhaidon’ and ‘kodra* will last 
for .10 years, hence providmg n fall-back for 

. subsistence in Icon seasons or bad monsoons. 

13 I hod been laid chat Dobhoi taluka boasted ' 
of Ihe best resettlemcm sties with the most i 
adequate imgation Unionunately. moat ' 
seenied to be under water in the monsoon ,! 
season of 1997 

14 I am using the term 'ideology' here m Ihe | 
sense that Smith (1996) defines it, as‘a 
knowledge procedure that erasessubjecis' life 
experiences and the specificities of local 
communmes in the process of producing 
quantitative information which it apparently 
generalisable across communities and 
individuals, but which omits significant and 
important locid amVor individual informafion. 
This is veiy differenl from Mannheim’s 
definitioiAif ideology which is often conftised 
with that of Marx 

15 This parolleU J Bremen's findings foi the - 
eaifier, Ukoi dam. See Bremen (1994). 

16 These groups are often referred to as 
'indigenous' peoples, a term coined by the UN 
and ansing from the historical expenence irf 
North American nanve people. 
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Efficiency and Market Demand 

Indian and Foreign Corporate Sector in India 

Shobha Abuja 

Ai the InJiuii ttoiionn ('peneJ to entry oi foreign jmns, the question of Indian firms’ competitiveness 
becomes important. This article examines the nnpoitunce of fit m-speiijic factors to competitiveness and 
the purumeters for (issesstng competitive odvantoge. A comjmrison oj performances of Indian and foreign 
priMtte sector firms operating in India shows that Joreign firms are more efficient, especially in resnutce use. 


THE npenin^; up ot thr Indian economy 
to the (ones ot competition has resulted 
in a situati'iii in wIikIi domestic liinis. 
iniei aha. \ie with niullinational.s to 
hcsure lor themselves a larger piopuitu'ii 
ol the markei shaiv 1L nse achieving coi 
poratc excellence is lx-coming a sine rpin 
non forcommcKiul siiLces.s Such a \cii 
lure. III a dynamic lontcxi. laises an 
important (|ueMiun Aie'iu Indian hinis 
geared to meet (he shalleiige posed In 
toFcign business An aitcinpi has Imvii 
made to examine this issue 

Tlic paper aims at aMertamnig wheihei 
foreign inm.s operiiiiig m India displ.iy a 
comparai i ve ad vani .ig ml he niai keiplns e 
over then Indian eouiiiei parts 1 he fiK'us 
IS on evaluating whs-lhei the ellicieiKy ot 
the ion'ign firm would evcniuall v thieateii 
Indian industry The piMiurniance ol both 
the domestic and loreieii pn vale sector is 
examined in the smdi 

Ibe stud, has been divided into tom 
sections The Inst sceltoii lixiks al (he 
theorc-tical basts tor supiiortmg the aigu- 
mentthathrm-spc'cilic laciois,ic.pioduci 
andpnx:ess impiovcmeiitscllectcd w iihin 
the linn, have an im|K)iiaiil heanng on 
competitiveness Scsiion II attenipis to 
analy.se tlic paiamcteis on the basis ol 
winch It can he asceiiaineci whcthei tin- 
Icircigii lirm has an adv.ml.ige ovei ihe 
domestic unit as l.u as ctlKicncy ot le 
source use wiihia the liim t> conceiiu il 
The thud seciion piohes (he p^-ssihle 
coiielationhelweenini *inalelticienc) and 
maiki’t pc‘iiorii<an>.e d hiicigii and do¬ 
mestic units while the iinal si'ciion com 
meiits on the le.csons hehiiiil the impel 
ling need to achieve and retain eompcli 
live <utvaiii,ige in Ihe domc-stu market 
place 

I 

1'heon‘ticul Framework 

The ability ot ' ic Him to clhMivcIy 
compete m the doim-siic aiena deiives 
esv iiiially horn (wo Muirccs The tiisi is 
the iiiictrcil tactoi wiinh leleis lo the 
spec tin advantage ot as.sci crcMlioii and 


uiihsaiion which the linn enjoys over its 
compciitoi-. IChaudliun and Ray IW] 
riic secoriit IS the exteiiial laetor which 
alliidt s to Ihe maikel m which the turn 
o|ictai<'s h IS argued that since prolits 
lesuli tiom the .ipphcalioii ot rcsomcc 
elHciency cllcclcd within the him to the 
exigencies ot (he inaikctplacc, it is impoi- 
(ani to keep ihc inicrnal lacuits well aligned 
with exogenous iiends f.Sciigiiptu l')‘>71 
In a dyiiainii conlexi, liowevei, the 
ellicic-ncy (i| re'-ouiee ulilisatioii has been 
given ceiiiresiagi- in aeecleialing ihc 
giowtii ot the liim The argimietU is that 
exteiiial laclms aie moie or less uniloim 
loi allcoinpelmg liimsopeialing m single 
iiiaikct siiu'ilions [Prahalad and Hamel 
|0>)3| Hence a lum has to stay ahead by 
strategic management ol assets and pio- 
eesses and gencialc nioic output per unit 
ot asset iiipiil thiough cosi ledueiioii and/ 
Ol pioduci iipgi.idalioii In.shoil, thccom- 
peiKiveness ol the lirni de|H:iids latgelv 
tm Its uhihtv 'o mipiove Ihe pioduetivity 
ol its .issets, both labour and capital, lastei 
(h:'.ii Its eom[H'titois 

flic I ;epoti(ieiance ol iiitemai ot tiim- 
s|K.ilic tactois III achieving competitive - 
ness has been succ'inclly brought out by 
I’oitei III hi.s ‘diumoiid Iramcwoik' which 
demotistiates the dcteiminants ol national 
ciunpetitivc idvuniugc ol the him iii (he 
home maiket According to Poner, the 
competitive advantage ot the flini in Ihe 
ma«kc-t,vl.ice is. inter aha. cicterniinoci by 
skill and tesouico availabilily, mtorma- 
lion on [icieiivc'd opportunitic.s. eap,iciiy 
loi goal seiim;: and the ability lo organise 
and to iivitov.ue ll'oilci IWtl] 

Such .III appioach is rcinloiwcd m a 
recent work by I Canals which piopo.ses. 
through a svtithesis appioach, that it is the 
light comhmaiHm ol industry and liim- 
speeihe udvanlages which cicales a unique 
Ievc*i for s)x.'cihernmsli'.secuictui them¬ 
selves an auvaniage ovei eompctitois in 
the commercial anna llnoin.is O'Neal 
and Kellv IWi] 

The lunilameiiMl reason why hrm-spe 
eihe consuleraiions score ovci exogenous 
laeuiis III enhancing the competitive ad.- 


vantage of the firm is that productivity 
inducing mca.sures have the potential to 
cl led resource saving which, in turn, could 
be gainlutly utilised lor reinvestment. The 
ineicmcntal savings in cixsts, ihusaccrucd, 
piovide flexibility to the lirm to manage 
Its opeiatiuns in a mannci which would 
enhance its level age among less efficient 
tivul liims in a lieicely competitive home 
maikct vSc-ctioii II cinpiiicidly examines 
the otiisieiicy nieasuie ot domestic and 
*oioign coipoiate sector in the Indian 
eon'exi This is a.ssessed by ascertaining 
whelhci toicignliiinslulliltlieparametcis 
ot cTticic'iiey as coinpured to dome .tic 
units, aiul it so, whelhei inteiiial elli- 
eieiic; plays a decisive tole m enhiineing 
compelilivene A oi the liim - in teiins ol 
pniti'ahilitv and markcl share - in the 
liome maikd 

II 

Kffleiency Measure 

T'hc ellieiency ol tesouree use within 
the him is assessed by nicMsunng (i I value 
ol oiilpu' per unit ot capital employed, a 
pioxy lot capital cllicicncy; (ii) value ol 
output |iei unit ot net worth, a measure 
lot net woPh productivity, and (in) wages 
and .salaries per unit ot sales, an indicator 
tor labour cificicney 

The data used lor the puipasc is essen- 
(lallv liotn Corporate Set tor brought out 
by Centie loi Monitoring Indian Economy 
((’MIH) in July IW The publication, 
Intel aha, provides intonnation on lead¬ 
ing Indian and lurcign firms operating in 
the country by means of a sample survey 
based on unabndged. unaudited annual 
accounts ol companies engaged in manu- 
lacturing, banking and other services and 
nulling and electricity The sample of 
companies analysed in 19% includes 3.945 
corpoiaies frt»m Indian private sector of 
which 1,241 companies belong to Indian 
biisinoss houses The analysis also in¬ 
cludes a sample ol SOI companies from 
Inp 50 business houses The foreign pri¬ 
vate seclui coasists of a sample of 168 
companies 
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The sample sire is subject to yearly 
vanalion set that betw(*en l‘>9() and 19% 
the sample lor Indian private sector in¬ 
creased by 2(X> per cent while the sample 
sizcot the foreign private sector registered 
a growth of 26 per cent. 

The classification of companies into 
Indian private sector and foreign private 
sector IS as given in CMIE CMIE has 
provided no tnfoimaiion rcgaiding the 
methodology used for designating the 
company as either Indian or foieign 
The data from Corporate Set tor is 
supplemented hy Stan\ti< al Froftle of "ilH) 
Private Corpoiate (aants, a CMIE pub¬ 
lication dated 1995. loi sectoral analysis 
To begin with, a coinpai.iiive analysis 
of both the I oieign and Joiih'sI ic c i iqiorate 
sector, as given in T.iblc I leveals that 
the value ol output pei unit of capital 
employed is highei loi the foreign piivale 
sector at the .iggregaie level 
The foreign coipoiatc secloi shows a 
g(X)d iclutive peiloiiiiance at (he aggre¬ 
gate level (Table I) a<- lai as piodtictivitv 
ol net woitli IS coiitcmed \ coinpaialive 
analysis measuied by value ol output pei 
uni'ol net vvoiili. gives the iinpiessionlluil 
the foa'ign firm lia< iiioved ahead to 
piovide a litghei value lo the invvstoi The 
hoinegiown turns tall liehind then loicigii 
Lountcipaits in piodui iiv ity ot net worth 
The financial iii<aiagciiieiil ol the Indian 
corpoiate seitoi has yei to satisfy the 
aspirations ol a vast multitude ol equity 
sliaieholdei s who have leposcil coiitideiice 
III Its |)erloriiiaiKe The analysis is (.on 
tuiiied even when value added per unit of 
net worth is considered as a ineasuic ol 
net worth inoductivity 
The iiioie (he company invests in plant 
and niacin iieiv and the greater (he sales 
pet unit ot capital employed a,s a con¬ 
sequence, gois the aigunient, the mote 
productive is its capital Such an aigu- 
incnt. however, lu.se.s its impact as .some 
cnterpiises are moie ellicient than otheis 
in extracting goods and services from 
the existing capital assets This is made 


possible through efficiency of labour use, 
dclernimed. otter aha. by wages and 
salaties per unit ot value added or sales 
(Tabic 1) 

Sueh a mcasuic when applied to eoni- 
pare the lelativc efficiency ol both the 
foreign and Indian corporate sector, sug¬ 
gests that Indian cntcrpiiscs in gent'ial 
display heller capabilities than the foreign 
firm m secui ing optimuir utilisation of the 
existing woikfotce Tliough. in the post- 
libetalisaiioii period, foreign tirms have 
biought down their expenditure on wages 
and salaiies pei unit ot sales in order to 
enlijiiee labourpioducti vity, this has been 
matched bs a propoilioiiate leduction in 
saluiies (lei uinl ol sales by tlie Indian 
Loipoialc sector Tile .savings in wages 
and s.daiies. to some extent, serve to 
ci<m|>eiisaie loi the cqpital dcficteiiey ol 
doinestu > oinpuines and piomotes eliec- 
live eompeiiiion with MNCs 

I he loieign lirms are known to dcsplay 
gieau 1 nidiket so'isitiviiy to skill-inteiisivc 
pioduciion as compared to ilie Indian 
lotinteipjii The mcasuie. denoted by 
opcialmg piolit pel unit ol . apitul em¬ 
ployed. suegesi, that greater mvestnieiu 
III assets and Ix'iiei processes have suc¬ 
ceeded 111 eeiieiaimg nioie wealth lot the 
toieigii tiiiii as compaied to the domestic 
unit (Table) Surely, the foreign ventures 
eapituhsc on biand image and litghet skill 
mieiisitv ti' mal“' moie money than then 
compeiitois with same maleiial prtHluc- 
lion syslems 

The loic-gomg analyse suggests that 
toreigii liims, at the aggregaie level, score 
higtu'i than then Indian counleipuits to 
meet the eltii.icncy criteria with reguid to 
laciois iiiic'iiial lo the lirm 

While the overall sceiiaiio geneially 
lavouis the hneign Inin, certain Indian 
companies li.ive held the ii own and shown 
impiessivc pcilonnaiicc as tai as optimum 
utiicsatioii ot lesources within the lirm is 
concerned In lact. it is seen that produc¬ 
tivity eiilianciiig strategics developed 
within the Inm/ mdustry. have sliaped the 
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pmpensity ol the product .segniciit ^ 
etfectivcly match the onslaught of rivi 
foieign firms in the marketplace. R 
msiuiice, an aiialy.sis ol CMIH data of to. 
500 companies shows that there or 
cases in the' paper, food and agr, 
industry, etc, where the eflictency 
capital IS higher tor tlie Indian bu.Mne% 
houses as compaied lo the inuilinationall > 
In terms ol productivity of nel word 
loo, thcie aie examples in the field <t 
engineenng and phannaceiiticals whic' ‘ 
suggest that wtien prolessionally mar ) 
aged, Indian industiy has, so tar, sue - 
cveded in nialchiiig the foieign entrepn, 
neurs when it comes to achieving cenpt 
late excellence 

At the lirm level, uh), the difference 
in elticiencies between lorcign and dc 
inesiic units could be noticed. For o 
ample, a compaiison ol the mullinaboni 
Hindustan lx‘vet and homegrown Nirm 
suggests that, m the segment ot soaps an 
detergents, (he ialtei has c'ompen.sated it 
endowment and locational disadvantag 
by means ot lirni-spccific advantage c 
pioduc'tiviiy ol itslahoui force and goverr 
ment support lo ellc'ctivcly compete wit 
the mulimaiioiial unit on equal term: 
Having clinched the miliai advantagt 
Niinia has cletnonstralcd its dynami' 
comparative advantage of moving stcadil 
up from taboui to capital to hiand-intet 
sive piodusts and in the pioeess graduate 
tromlowertolnghei segment ol themarki 
relying mainly on inteinal elfieieticy an 


TaHII 2 Kl ICK.'S ON SKII I ImISSIO Ol Fikm 
O in>MiNC I’Koin Hik LImi Ol C'amiu Ewinmi 

tPei cm 



l‘«0 

19% 

Change 1 
I’cKcnlag 
Puintx 

Incliaii piivale setlor 

12 S 

II 7 

t-IU8 

Indiuti business houses 

12 8 

II 4 

t-) 1 4 

'tup Ml business 
luiuses 

12 C> 

It 4 

t-i 1 2 

Foieign private sector 

19 8 

18 8 

1-) 1.0 


Sciw/ic Ttic Cwporair .Sciloi CMIE, l‘)9(> 


Intiian privnu* wetur 
Indian busiiH ss huuws 
Tup ^0 business houses 
Foa*ign piiviue sector 


TaMI I InIIKNAI lOMlNiSIN Is IIA.N vs I'ONtKiN PkISAII Si I lOK 

ipri ten 


Value nl Oulpiil Per 
linn (if Capital 
Hiiiiiloyid 

Value ol Outpiil Her 
t'nil ot Nci Woilh 

Gross V,ituc Added 
Pci Unit ul Nit Wurth 

Wages and .Salaiics 
Pei Uiiil ot Sales 

Wages and .Salaiw 
Per Unii ol Value 
Added 

199(1 |99(> Change 

ig% 9% 

Change 

1990 

1996 

Cliangc 

1990 

1996 

('hange 

1990 

1996 Chant 

in Pci- 


in Per- 



III Per- 



III Pti- 


III Pei 

ccniage 


ceuiagc 



icntagr 



luntagc 


icniat 

Points 


Points 



Points 



Points 


Puini 

170 8 120 8 Still 

4200 ?I2 S 

(-1207 S 

99 2 

47 9 

l-)SI 1 

6 4 

4 b 

1 It 6 

18 2 

29 6 i -)8 1 

Ih8<i 111 7 54 1 

407 : 201 S 

t-)20S7 

99 2 

48 4 

1 |S0 8 

6 7 

S 1 

1 it 6 

.18 6 

29 9 (. )K ' 

104 2 11.17 SO .5 

1817 1'I8 2 

l-llHSS 

97 8 

.SO 0 

t- |47 8 

7 1 

S6 

1 >1 s 

<9 2 

1l .' ( |8.( 

2SS 1 201 1 .S2 2 

4S9 9 124 8 

( )ns 1 

105 4 

72 0 

( )114 

72 

4 S 

1 It 7 

44: 

Is s (.)K 


'iiiiior The Coipuraiu .S.ctiir CMIE 19% 



govcinnienisuppurllScn^upia 1W71 This 
is a classic example ot a domestic unit 
steadily going in loi iiHKlcrnisution in 
order to dciivc scale economies in their 
production process I'liis gets mllected in 
their etliciency indicatois 

Rfticiency ol the fii m is also demon- 
stiated by its ability to iransloim its 
operations thiough management ot assets 
and processes so as lo lower the incre¬ 
mental cost poi unit ol output and saks. 
As per Table 3. total cost per unit ol sales 
is marginally highei loi the foreign piivate 
sectoi. in the post-liheialisation peiiod 
while the reverse was ihe case in IVOO 
Though both Ihe iloniestii as well as the 
foreign secuii havi elleiied a lecliiLlioii 
in cost latio, the tall is mssei Im Ihe 
ioreign sector than Ihe Iiuli.in cm pot ales 
For example hetwein I9‘J0 ami iw<i 
while the tall m cost lalio loi the 
Indian firm was 2 4 p^ lecntage ixuiiis. ii 
was I 5 pcicentage points loi the foreign 
unit 

A lurthei analysis on the hieak up ot 
costs into individual components reveals 
that foreign eoiporates ineiii liigliei ex¬ 
penditure only in eeiiain select aieas 
This could he inicMpielcd as a deliheiate 
strategy on the part ol the toieign unit to 
firmly position iisell iii the Indian maikel 
and increase its market shaie in the long 
run. 

Tins may he one ol the ohieeiives as a 
result ol wliicli the toieign private sectoi 
incurs heavy advertiv'mciu cxpendiluic. 
AspcrTable 3, adseriisemeni cost |H*t unit 
oisidcisconsidcrahly liighei tui theforeign 
unit and has been ineieasing ovei lime 
But here, too, it can hi' reasonably de¬ 
duced that multinulioiial cniilies display 
a icmatkabic ctiieieiicv in the iiiilisatioii 
of capital This is made apparent as the 
MNC launches aggressive matketingtech¬ 
niques in the last nuiving and lucrative 
consumer gmids segincnl ot soap, cos¬ 
metics and detergenis as well as m ihc 
foexi processing and agio-based industiy 
which has a large mai kc*t and is subject 
to intense eompciiiion liom well en 
trenched domestic' mdiisliy .Someot these 


streas have evidenced heavy .sell-out by 
domestic CiitcrpiKses to MNC suhsidiai- 
ics. In key non-biunded segments, how¬ 
ever. like paper in which MNCs have not 
entered in a hig way, (he latio lor tureign 
timis IS lower than that iui Indian com¬ 
panies I'his IS akso the ca.se in the engi¬ 
neering .sector, excluding consumci 
durables tike white goods, where Indian 
c'nieipiise.s inciii higher adveitiseinent 
expeiuliiuie pel unit ot sales vu-a-w.v then 
loicigii coiiiiierparts This is shown in 
Table 4 

Apart trom adveitiseinent expendituie. 
anothei area where foreign firms inciii 
heas V costs is ot imports As pei Table 3. 
inipoii intensity ol toieign firms, denoted 
bv miporis pei unit ol sale.s. i.s higher 
Moic'osei, while in mwindianfiimsweie 
moil' import iiuen.sive. in 19% it is the 
loieign eiiiei pi ises where iiiipoit intensity 
IS highei Besides data in Table 3 indi- 
eaic'sihai wliileihepniportionol impoited 
law maiciial to total law mateiial con¬ 
sumed IS highei loi the domestic unit, it 
IS the capital giMids mipoii pei unit ol 
increase in gioss lixcd assets where the 
loieign linns have legislered a shut p use 
at (he nggR'galc level 

The interpretation could he that loieign 
firms tesoil to im|H)its to cater to (he 
need ot constant technological upgm- 
dation and changes in product design 
which have become a part ol (heir brutid 
inanageineni stialegies With a stioiig 
brand value in place, product diveisiti- 
cutioii becomes casiei This is an aiea 
which has been largely negleeteil by 
most Indian companies to then own det- 
timcnt 

The loiegoing analysis suggests ihat 
toieign firms, m general, .satisfy the pa- 
lanieteis ol elticiency to a greater extent 
as compared to homespun units opeiating 
III similar pioduci tines ft remains to he 
seen whethet (he comparative advantage 
111 lesoutcc eiliciency derived by the 
Iciieign 111 ms is suttieicnl to enhance tlicir 
c'ompetilivencss irs-n-m Indian firms in 
the home maiket Section III analyses the 
issue III detail 


III 

Internal Strengths and 
Market Performance 

It I.S argued that internal strengths of the 
firm have, almost inevitably, a manner of 
inanitesting themselves externally. After 
all. (he eflieieney ol the firm provides the 
requisite strength to earn a rent or 
.supeinormal piolK and increase its domi¬ 
nance in (he markets it serves. This, in 
turn, enhances the ahifity ot the firm to 
compete with its rival and gain an advan¬ 
tage in the market place. 

To siudv whether the performance ot 
the foreign coi[M>iale sectoi is better than 
the Indian unit in the maiket an efiort is 
made to Iruik into two aspects, vi/, the 
extent ot niuiket dominance ol both the 
toreign and doinesiic tirrns and secondly, 
the proliiahilily latioot the two .segments 

The methodologv adopted to assess 
inarket-dommance ot the unit is through 
the study ot luui tarn conccntiation ratio 
wheiein the maiket .shaie of the top lout 
turns III an iiulusiiy scctoi is analysed to 
evaluate whether the segment displays 
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Taslb 5 Extent oi-M arkctDuminancf BY Four Fwm C(iN(tNrKAiK8« KAn(>(l'MU44i 


Market Share 
(Per Cent) 

No ot Duiiicslic 
Product SektiM 

Percentage to 
Total 

No ot Foieign 
Pioduct Seiioi 

Pca-eniiige to 
Total 

Shun.* ot 1 op Four 
roiiipaiiies in 
Pnnluit Seiioi (Nos) 

Percentage to 
Total 
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Maikct Share of Select 
Produers llaMiig 
Foreign Presence 

Diiiiunaitce hy Indian Private .Sector 

Dominance by i'Oieign Piivalc .Scclor 

Select Fioducts Having Fineign 
I’leseiicc 

l-IO 

Divsolveit aiotyleiK. gas. doicrgenis, 
milk powdei and condensed milk deni.il 
hygiene pioducli.. iiilani linid, inaiine 
imiducis contrctiuiiery. vtget.ihle oils, 
.iniinal teed, lea, collee, looliAcai 
lealhci and textile auxiliaries, diugs and 
lihormaccuticals 

Transloimers insulators eleciionii. 
msiiuiiicnis, iiietuis milk iHiwderand 
condensed milk, m.iiine products, biscuits, 
vanaspati vegetable oils animal Iced 
popei, diugs and pliaini.ic.iilicals, p.iinls .uid 
voinislics dyes and pigmeiils, cosmetics .iiid 
loiletiies saleable pig non 

Milk powdci maime products, 
vegetable oils 

II 20 

btectronic uinipunenls spaik plu.s inallcd 
milk iiNid, cigon'ltes. papei medical 
dressing, oxygen, snaps, cosmetics and 
loileliies 

leeps. aiiconditioning equipment, 
en\ ironiiient esiuipnienl. pumps, machine 
tiHils. electronic coiiipoiiciits teu, coifex, 
semi processed loud, syntlu'lic icsins 
fliHii .mil wnll Ides, glass 

Animal Iced, cottee popci. 
diup.s and plurinuceulicals 

21-30 

romiircssiNs. dulling equipment stamping 
.ind lamin.i(ii>n. appaialus lor making 
.mil bie.ikiiig ciicuiis, incandesicni 
lamps biscuits, vanaspati 

Ahnninniin products. Iicaiings mediial 
cquipiiieiu. root wear rubhei clicniicats 
lasieiicis and chains 

Kiscinl lc.i 1 IISIIK.-IICS and 
loilctiies 

31-40 

Tais medical equipments, dyes and 
pigments, svntlietic resins fliHii imd 
,ind wall tiles 

Muimnium foils, daily inocliinciy upiuraiiis 
loi making and bicoking cncuiis dissolved 
acetylene gas, industri.d explosives soaps, 
detergent gly.ermc 

Eleetionu componenis, 
vanaspati looiweor dissolved 
gas 

41-Ml 

I3e.unngs, pumps, iiaichine tools, elccmmic 
insiruinenis, industrial explosives, 

■ at.ilysis, paints and varnishes, glyccrciic 

Incandescent lamps, audio cquipiin nl 
aiilomolivc valves, exp.indcd polvslyieiie 

Uses and pigments, synthetic 
icsiiis dcleigciils 

St 60 

Muminitim products, dairy mochineiy. 
.ludio eqiiipmcnl, automotive salves, 
suini-piocessed loods, expanded 
polysiYieiie, glass lastem;rs and chains 

Dulling cquipineni conrcilioiiery, 
c.iialysis 

Pumps, iiiacliiiic IihiIs, appoiolus 
till iii.ikiiig and hie.iking eiicuils, 
eleciiiniic iiisiiiiiiK'nLs, ciHileetion- 
Cl y. paints amis iiiiisiies and soaps 

61-70 

Muminium toils, aiicimditionmg 
equipiiieni transloiiiiers. rubber 
chemicals 

('.IIS, compiessors 

Beatings iiicandesccnl lamps, 
nR*die.tl c*quipiiK*ni senu- 
IHOcessed loods 

71-80 

Knvironnieqt equipment 

Stampings and laiiiinalionv leather 
and textile auxiliaries 

Aluminium products, dulling 
equipmeiH, ironstoniicrs. stampings 
and lamiiiattiHis, leatliei and textile 
auxiliaries, mdustnal explosives, 
gkiss. faslencis and cluins 

81-90 

iec'|>s, iiK'teni, saleable pig iron 

.Spaik plugs, infant milk food, malted 
milk tood, cigaiettes. medical dressing, 
oxsjen, dental hygiene products 

Aircoiidiiioning ct|uipmeni. 
eiiviionmeiii coiiiiol e<|Uipnicnl. 
eoiiiptessors. iiKrIcis. glyceieiK.’ 
dental hygiene piodiicis 

91-100 

Insulators 


Aluiiiiniuni lolls, curs iee|)s.dair> 
iiuchinciy. iusul.iii>is. audiou|Uip- 
mcni, tapes, cusseiies and records, 
automiHive valves s|ian plugs 
intum milk tood. malleil milk lood 
cigaiettes luhlK'i cheinicalv 
medical dressing oxygen catalysts, 
expanded polvsiyreiie saleable 
pig lion 


Sinrce. Market and Market Sharca, CMIE, 1993 

Economic and Political Weekly July 10, 1999 





oligopolistic behaviour or enjoys a cum- 
pebtivc enviFunment in which no paiticu- 
iar finn has a dominanl position in the 
industry. And in case the industry displays 
a monopoly tendency whether the mo¬ 
nopoly IS with the Indian or the foreign 
firms within the industry 

As per Table S. it is observed that in 
the 61 industrial segments in which for¬ 
eign companies have a presence among 
the top four firms in teims of market .share, 
around 70 pci cent of four top fit ms within 
the industry have a hold on more than SO 
per cent of the matkci share. A break-up 
between foreign anddomc.stic firmsevenly 
spreads out this monopoly position Ac- 
coidingly, around 25 jicr cent of foreign 
products enjoy a dominant market posi¬ 
tion exceeding 50 per cent of market 
share Similarly, 30 |ier cent ol Indian 
industries can boast ol market dominance 
of more than 50percent. I'his gi ves Indian 
products, in general, a definite edge in the 
market as far as market shaic isconccined 

Among the sectois in which domestic 
industry has adominani position, the ma|or 
product groups arc aluminium foils, trans¬ 
formers, environment equipment, insula¬ 
tors, jeeps, meters and saleable pig iron 
The areas of foreign dominance arc con¬ 
fectionery, infant milk food, malted milk 
food, cigarettes, medical dressing, oxy¬ 
gen, dental hygiene products, cars, com- 
prc.s.sors, stampings and laminations, 
leather and textile auxiliaries. Many of 
these Items arc branded gixids entailing 
heavy expenditure on marketing, public¬ 
ity and pmmotional hlilrkneg. This is 
detailed in Table 6. 

The market docs nut I.is out the foreign 
company even when it co ncs lo capacity 
utilisation. As given in Table 7. ol the 44 
segments under investigation in which 
foreign firms have a dominant presence, 
the foreign corporate sector has, on an 
average, reported higher capacity 
utilisation as compared to its domestic 
segment in only around 10-15 industries. 
Items include paper, dissolved acetylene, 
catalysts, soaps, glyicicnc, drugs and 
pharmaceuticals, dcni.il hygiene products, 
aluminium foils, environment control 
equipment, pumps, apparatus for making 
and breaking circuits and automotive 
valves 

In the area of profit maximisation, too, 
foreign firms are bchimi the domestic units 
ill their are.t ol operaiion In fact, as per 
Table X, the pioiitability ratio, derived by 
profit per unit of sales, is maiginally lower 
lor the foreign pnvate sector Bcvsides, the 
inciease in jirotits at 2 4 percentage (Munls 
between 1990 and 19‘i6 is higher tor the 
domestic unit as comp.ircd to 1 4 percent¬ 


age points for the foreign firm, during the is finding it hard to carve a ‘niche' for 
same period. It is true that despite effi- itself in the domestic market. This is cor- 
cicncyotrcsoutccusc,theforeigncompany roborated at the firm level. For example. 


Tabu- 7 CArAinv Utilisation ofTopFouh Firms in iNuuTnis with Forfign pREffiNcr (I99.V94) 

{.Per c ent range) 


ProduLi Oioup 

Foreign Company 

Domeshc Company 

A Food pioduv.ts 

( 1 ) Aninut feed 

^3 

2.3-1.50 

( 11 ) Tea 

33-86 

212 

lilt) ('otfec 

76 

81 

(IV) .Sciiii prot-essed and ready to cjI fond 

24-47 

157 

(V) Cigarettes 

39-42 

235 

B Paper 

142 

57-94 

C Clieinicals 

(11 loiaihei and textile auxiliaiies 

8U-246 

259 

Ol) Kubhet Lhciiiirals 

SS 

5-72 

1) Uiugs and phaiiiiaceuncals 

6S-I19 

27-95 

E Medical dressing 

0 6-24 

14-30 

F Industrial gases 

0) Osygen 

9S 

49-107 

(II) Dissolved acetylene 

44 

32-36 

(III) Indusliial explosives 

21-146 

22-154 

(IS) ('aialysts 

16-97 

46 97 

(s) Paints and varnishes 

16-21 

29-91 

G Dyes .md piginenis 

92 

53-130 

H Synlhetii lesiiis 

87 

51 165 

1 Soaps 

199 

59-108 

J Glyierene 

I2t 

43-57 

K Denial hygiene products 

38 102 

4.' 

L Pulyiiicis and Plaslits 

(i) Expanded polysiyiriie 

93 

119-263 

(III Flinir and wall tiles 

68 

80 92 

M GI.ISS 

90 

42 146 

N Metals 

( 1 ) S.ileahlc pig iron 

96 

31 177 

( 11 ) Fastners and chains 

22-108 

no 

(ill) Aluiiiiniuiii products 

71 

64-85 

liv) Aiuiniiiiuiii toils 

92 

30-71 

O Capital goods 

( 1 ) Bearings 

63 

38-. 0 

( 11 ) Aiicondiiioning equipment 

S6 

57-88 

(III) Ensironincnt uinlrol equipment 

13-87 

28-49 

(iv) Pumps 

61 

36-61 

(v) Dolling equipment 

9-53 

39-173 

(VI) 1 ransioriners 

17-102 

l() 11)5 

(vii) Siaiiipings and laminations 

17 

42 102 

(VIII) Apparatus lor making and breaking circuits 

66-97 

71-79 

(IX) Insulators 

04 

1.5-85 

lx) Inc.indcseent lamps 

8.3-133 

85-191 

txi) Audio equipment 

35 

2-90 

(vti) blecitonic instruments 

51-107 

59-75 

(xiii) Elecironic components 

46-17H 

18-100 

(XIV) Atiioiiioiivc valves 

82 

57 

(XV ) Medical equipinent 

67 

27-95 

(ssii Meters 

24 

125-151 
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Tabi e 8 External Pi rformani i or Indian vs Foreign Privait, Setidr 

(Ferre 


Profit Per Unit ol Sales 

Export Per Unit ol ,Sali 

1990 

1996 

Change 

1990 

1996 

Chant 

Indian piiv.iie vector 

75 

99 

24 

5 1 

It) 1 

5 0 

Indian business hous>'s 

78 

10 2 

24 

52 

87 

3 5 

Top 50 hiisiness houses 

7 8 

102 

24 

52 

77 

25 

Foreign pi 1 vale seclor 

79 

94 

1 5 

66 

99 

3 3 
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multinational oompuntes in the white 
goods and coasumer electronics segment 
are rinding it hard to achieve their sales 
target. In fact, the foreign cola companies, 
jeans manufacturers, computer giants, 
cosmetic hiands and loud majors are all 
struggling with ie.ss than expected per- 
toimance |Dalal I9<'K]. Even in areas 
where the otherwise criicieni MNCs 
have acquired a formidable presence, 
intra-MNC competition in the same prod¬ 
uct line IS frittering away their investi- 
ble surplus which could otherwise be 
ploughed back into the company (Ganesh 
I997J. 

The inference is that many foreign turns 
have yet to match the comiictiti vc strength 
ot the well-entrcncheil dome.stic sector 
As a result. Indian tirms continue to 
dominate in the industrial goods espe¬ 
cially m the non-branded category 

Lest this be construed to mean that 
toieign timis do not po.s(.> a threat to their 
Indian counterparts, the results .should be 
assessed against the backdrop ot the fact 
that toieign turns have, so tar, been at the 
fringe ot the industiialisalion process, 
covering less rluiii ID (x.t cent ot total 
private indicstiy in India 

In tact, the MN('s have not di\ei.silied 
themselves lo cover the entiie canvas ot 
the Indian industi> Tins is conliinied by 
the data in CMIP wh.(.h suggests that ot 
the ?59 juoc'uct gioiips hc'longing to 17 
iiidustiICS in which loic igiicompanies have 
invested in a big w.iy. I h.S pioduct gioujis 
01 M pci cent have im toieign pic.sencc 
This IS shown in Table 9 Tliese gioups 
me hide major items such as non and steel, 
cement and textiles I'heie is msignillcant 
loreign|iic.sciicc‘ in another lOpcrceniot 
product groups 

Ananalysisot iiidustiywiscpertorniancc 
by Standaul siigge.sts that out ot 

the top 10 growing industries evaluated 
in terms ot net sales, lorcign lirms have 
registered a piesencc in only thiee seg¬ 
ments - aireonditinmng, gla.s.‘, and com¬ 
puter software Similarly, among the 
bottom 10 industries foreign firms arc 
prominent in three .irca.s - cigarettes, 
pc.stictdes and leathet icKUwear What is 
moa* significant is that in the top 10 
industries, wherevera torcign company is 
present, its net sales exceed that of the 
domestic unit m similar product segment. 
Among the bottom 10 indu.stncs, wher¬ 
ever a foreign company is prc.sent, the net 
sales of the foreign company arc below 
that of a domestic unn 'Ilus is shown in 
Table W) 

A low level of fonugn pre.scnce in major 
Industrial seginenu permits only a pre¬ 
liminary interence aliout the impact of 


comjictition on foreign and domestic 
corporates. Under such circumstances a 
lurther study is needed to make u iair 
u.s.scssmciit about tlie effect oi inictnai 
cflicicncy at the firm level on external 
market .shares 

But It IS only a matter of time hcinic 
ioreign tirms would venture into lucrative 
areas, which have hitherto been the ex¬ 
clusive pre.seive of the Indian com¬ 
panies. In such ail eventuality whctiici 
uurpre.scnt assessment regaiding the re¬ 
lationship between efficiency and 


market performance, would still hold, is 
a question. 

IV 

Emerging Scenario 

Indications are lhai foreign units are 
making a conceited etloii to establish 
themselves in the Indian market And in 
j hid to secure a siiategic advantage they 
arc ready lo withstand sagging hoUomlines. 
Already the MN('s have commenced 
ojK'iations by ottering high quality-high 
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price top of the line branded products 
to cater to tiie premium .segment This 
strategy is likely to change in response 
to changing markei sentiment The 
MNCs are prepared to attack all segments 
to match the price sensitivity of the buyer 
in case it is profitable to do .so (Nanda 
19971. 

Assuming that the incoming foreign 
companies ultimately succeed in c.stahlish- 
ing a link between internal efiicicncy and 
market pcrtormantc. the toughest chal¬ 
lenge for Indian companies would be to 
counter the MNCs through world ilass 
product development at competitive prices 
The need of the hour is to develop .strat¬ 
egics and tai gets, both long-term and short- 
tenn, to make this possible 

The question to be tackled tcxlay is how 
to propel Indian compiinies to make more 
money than their foreign competitoi s with 
same material and pioduction systems In 
this connection, Indian companies have 
two initial advantages - a well established 
market segment and a (Iccpcr understand¬ 
ing oi consumer pmferenccs | Nanda 199X | 
The Indian corporates would base to build 
on this advantage and lieveiop innovative 
techniques to ward oft rivals in the com 
pctitivc segment. Thc> would have to keep 
changing their mix ot assets and niaikets 
to stay ahead 

The Indian indu.stiy has. in general, 
reacted by seeking an ‘udjiislinent time' 
to ready itself to chalteiige the competitive 
advantage of the foreign firm This is so 
becau.se the inlernatninalisalion ot die 
economy has ensured that MNCs .simply 
cannot Iw wished awa\ Being a signatory 
to WTO has made it imperative lor India 
to abide by its norms Moreosei, industry 
IS also const lousol tht lai l th.it the MNCs 
offer high technologv and management 
expertise the gums ol which cannot be 
overlooked il wc inieiul lo |om the league 
of nations .is an equal paiiner 

V 

(ronclusion 

A cuinpaiistm ol the perlormance ol the 
foreign coqioraie sectoi with its dumestie 
counterpart suggests tiiai foreign firms, in 
general, display giealer elliciency of re- 
scHiice u.se and store higher on the clti- 
ciency criteria Bui this advantage lor the 
foreign firms has piosed to he unequal lo 
.secure a competitive adsuniagc in the 
market in tcimsot niaiket share and piolii 
margin Pcihaps the low level ot loieign 
presence and the limited or negligible 
presence in some ol Hit' high growth arcus 
has inhibited the foreign firms from 
lealcsing then lull potential. 


Recent changes in the business en¬ 
vironment suggest that competitive¬ 
ness has become one ot the major pre¬ 
requisites lor commercial success. Hence 
a clear understanding of the determi¬ 
nants ol competitiveness is vital for en¬ 
suring greatei marketability oi our pro¬ 
duct mix 

In an era oi increasing competition, 
survival would depend upon pursuit of 
internal or linn specific stratcgic.s lor 
pmduct development, constant innova¬ 
tion, technology upgradation, design flcx- 
ibilily and adoption of customer-friendly 
approach On the external front, identiH- 
cation ol niche market segments, catenng 
to demand specifications, adhering to 
deliveiy schedules and the like would he 
important ingredients lor ensuring the 
competitive advantage of firms 

In .such a sccnano what is nc'cded is a 
proactive approach lo develop a frame- 
woik loi healthy domestic competition 
whcteiii a foreign company is able to 
compete with its Indian counterpart 
only on equal terms Once such a trame- 
woik IS conceived and a supporting infra- 
sliucture cicated, Indian indaslry should 
he on a linn footing lo Icveiagc its 
imuiutuctuniig stiengths to compete on 
equal terms with loteign counteiparts on 
thchasisol mtrmal efficiency and external 
ativaiilage 
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Sap/eevani, a space lor providing holistic education to the young to attain self esteem, 
sell conriilcnci and self relijnee invites applications from people who are 

• cagcf to cxpemncnl with non-cunventional methods of teaching/learning. 

• willing lo evolve learning strategy on the ideals of thinkers like Gandhiji 

• desirous to live in a village 11 km away from Mussoonc on a full Itnu* basis 

He Ol she should he able to teach aticast 2 of the following topics m Hindi 

• Mitthcmatics and logic with special emphasis on developing analytical skills and 
pioblciii solving 

• Language with emphasis on developing skills o( communication 

• llistiiiy and Cultural studies in the Indian context 
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If you wish 10 |oin m our mission, please send in your resume before the 30th of Juik 
1999 at ihe following addre-ss 


Director, SIDH, FO. Box 19, Hazelwood Cottage. 
iMidour CantI Mussuune 248 179 
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DISCUSSION 


Linking Development to Displacement 

M Bharathi 
RSRao 


THE note by Medha Patkar ‘The People's 
Policy on Development, Displacement and 
Resettlement* {EPW. September I9-2S, 
1998)is a welcome addition to the ongoing 
debate on deveiopmeiu through large-scale 
dam-industry. It is more welcome as it 
wumes from a person who is a part of 
agitations by the project affected people, 
as such her note reflecting on the practice 
rather than on a structured theory adds 
more weight. The note among other things 
delves on two impoitania-spectsconcuming 
development The first aspect reflccls on 
the need to link displacement and develop¬ 
ment and in a sense acknowledges the 
interconnection bet ween the two pioccsscs. 
The second .ispect ishet argument in I avour 
ot reducingthe scalcof the projects wlicthcr 
dam or industry, taken as a part of develop¬ 
ment .strategy. In the pmeess, Patkar argues 
for a change in the paiadigm oi develop¬ 
ment. 

In a general sense, ai I development, seen 
as a natural process, tends to displace/ 
replace relations be they in the domain of 
knowledge, property or culture, in other 
words, any dcvclc^ment is necessitated by 
the need to displace a particular relation, 
either because the relation is untenable or 
the relation cannot be sustuned. To that 
extent both arc dimensions of the same 
process involving change. However, in 
the Indian context, the two processes seem 
to be distaticed both in time and space. 
The segment of population that is 
‘developed* by irngation from a dam is 
different from the segment that is ‘dis¬ 
placed’ by the dam. Further, the segment 
that is displaced has to wait for considerable 
time to get re-integrated into the wider 
economy/society as a part of the rchabilit- 
ation-cum-resettlemeiit policy, wherever 
one such exists. 

The interconnection between displace¬ 
ment and development gives a basis for 
the idea of inevitability of displacement 
and thus ajustification for developmental 
projects to be initiated without much 
thoughtforlhedisplaccdandtheirdevekip- 
ment. It is invariably a rehabilitation and 
resettlement policy and the entire process 
is taken as a necessary evil and cost, wluch 
need to be minimised The rehabilitation 
process uses the state apparatus, the legal 
apparatusand generally treats the displaced 
as a law and order problem rather than as 
a part of creative development process. In 


such a scenario, the suggestion of Patkar 
to link development and displacement is 
a welcome departure in an otherwise 
truncated debate on rehabi litation policies. 

II development is .seen as a problem¬ 
solving process, the attempt hitherto has 
been to liKaie the problems at die aggre¬ 
gate level lather than locale problems in 
the relations between people. Tlic familiar 
debate, heightened by the ‘tiger-aping’ 
process, in the last one dccade.xm the lack 
of sufrtcicni capital, low rate of saving, 
highlights the predicament. Otherwise, a 
plethora of problems of lack of develop¬ 
ment, lack of technology, hicai agricul¬ 
tural growth, etc, form the dcoating is.sue$ 
while discussing development projects. 
Seldom is the problem lack of full em¬ 
ployment for the people. The excessive 
emphasis on capital and thus the monet i sed 
lot m of saving, as a major tool/instniment 
ol development, poses the problem of 
capital as 'he problem of the Indian 
economy/peopif. This aggregative view, 
a view which owners of capital endorse, 
relegates the problem of the people, whose 
ownership rests largely on their capacity 
to labour, to the background and thus 
ignores the possible solutions they have 
and the possible hurdles they face m 
fructifying the .solutions Capital, instead 
of serving as an instrument, becomes an 
end in itself, creating a capital letish. As 
Patkar nghtly points out, “the struggle and 
issues thereof assume greater importance 
in view of the pre.scnt dcvelopmctit policy 
and the on.sljughi ol national and 
international capital in the age of so-called 
liberalisation, globalisation and 
privatisation'’. 

The colonial peiiod has piixluccd a va.st 
segment of displaced people. The forest 
resources, over systems and mineral ba.se 
that attract tlic ‘developmental projccts‘ 
have already seen a ‘displaced’ segment 
ol the Indian society In the Indian context, 
it is of intciest to note that most oi the 
devciopnicntal projects are located in the 
most backward areas and populiued by 
various small nationalities - otherwise 
called trihais. These .segments, with the 
enactment of land .settlement laws, forest 
laws and commercialisation of forest 
products and minerals, have undergone a 
metamorphosis, where legally tte access 
to the various natural icsources are denied 
and these segments are treated as hostages 


wiihin their environment. The extremely 
productive labourofthese segments makea 
an ‘illegal' living in the hostile environment 
of the state - represented by the revenue- 
police-loe.st departments. Another pro¬ 
ductive segment was also a pan of dis- 
placcnienl due to the process of de-indus- 
tnalisation and forced commercialisation 
of agnculture - these comprise the dif¬ 
ferentiated pea.sanlty, the artisanal groups * 
and the traditional service groups. The ] 
colonial system denied a vast majoriQr of • 
them access to resources and/or access to 
markets, traditional or nuxlem, reducing 
them from the status of producers to that 
of labourers in agriculture and some of 
them spill over into industry Vast con¬ 
tingent of the rural population consisted 
ol these displaced people at the time of 
independence and continued to be so after 
50 years of independence. Mostly illiterate, 
superstitious and controlled by the local 
feudal interests, the objective need for 
development and the capacity to develop 
are here indeed linked Tliis can be under- 
stiKxl frohi the political movements that 
spnng up from here and the creative work 
of some NGOs. lliesc displaced segments, 
which arc already marginalised, get 
destituted further by the developmental 
projects 

There is an urgent need to locate the 
creative energies of these people in ait«^ 
native forms of oiganisation. which can 
torm a nucleus foran alternative paradigm. 
The form necessarily ha.s to convert the 
exi.sting creativity of labour into an 
economic suipius which can form a better 
in.stiument for development, compared to 
the mone(i.scd savings of the capital 
paradigm. A movement away from capital 
to labour is a sine qua non of the alter¬ 
native paradigm. 

The notion of development is contex¬ 
tualised in development projects like dam, 
industry The scale of operation of the.se 
forms of development when large, poses 
one big hurdle in achieving the content of 
development hidden in these forms. The 
extreme dependence which such large 
projects necessitate - dependence on the 
specialised experts and the difficniltics in 
co-ordinating, monitonngand accounting 
large teams - leaves the alfoctcd population 
as onlookers without a say either in 
planning or in implementing the project. 

In that .sense the seding down of the project 
as suggested by Patkar, has potentially a 
prcatci meaning. The piiK-css of .scaling 
down an existing technology give greater 
scope to internalise the technology, .so thtt 
the technology can be remodelled. 
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restniciured tu suit the resource base and 
has also the greater potential to get repro¬ 
duced. The process of internalisation of 
technology also has the hcncfit of providing 
social control over the good and the bad 
of the project, as the iiitormatinn package 
gets potentially passed 1mm cxpcits and 
their co-ordinating teams to the affected 
people. In case oi large projects, the 
possibility of misinformation being passed 
on as information is indeed gicat. 

However there is acatch here The ,smail. 
though beautiful, can liecomc opprc.ssivc 
also, if the small community that the project 
serves is a heterogeneous one with landed 
interests controlling the community The 
controlling power in the small village 
communities often rests with the powerful 
landed gentry, where the power over people 
both physical and mental, is exercised due 
to the heavy conccniiation of land and 


land-based institutions by a few indivi¬ 
duals. In such situations the projects are 
either scuttled or the benefits directly or 
indirectly cornered by the landed interests 
while the costs are home by the whole 
community. The .sixrial control and access 
10 information gets limited to the landed 
interests' ignonng the necd.s and capacities 
of the labounng people Thus restoring 
access to natural tcsources to the labouring 
population becomes a part of the develop¬ 
mental process, without which .small-scale 
projects also can he oppressive and bypass 
the already displaced segments. 

The shill in (he paradigm of develop¬ 
ment, which was a part of intellectual 
debate earlier and is being forced again 
by the agitations of (lie displaced, looks 
a ‘loony’ project in the preseniday world, 
but possibly that is the agenda, details of 
whicii need to he worked out. 


Educational Guarantee Scheme 

The Spirit of Learning 

P D Khera 


THIS is with reference to R Gopulaknshnan 
and Amita Sharma {EPW, September 6, 
1998 and March 20. 1999) and Rahul 
(EPW, January 9, 1999) Thai primary 
education in India is neglected lot and 
Madhya Pradesh (MP) is no exception to 
it. For years education has been given a 
veiy low priority EGS hasccriainlyopcncd 
anew avenue fot accessibility to scluioling. 
There i.s no need tor a debate on it It has 
certainly created accessibility and that 
is all and no more, li certainly has its 
value, it has laid the iniiasiruciurc for 
schooling. However, accessibility should 
not be mixed up with schooling proper or 
learning. NevcilhelesN. it remains a tact 
that EGS has provided lor about a million 
children in the two years of its operation 
The gains Jo lixik impressive, at least, 
quantitatively. 

Having said that, let me laise some 
pertinent points about EGS These arc 
based on my experiences in the Amar- 
kantak-Bilaspur belt especially the Baiga 
belt as well as other tribal aicas The RG.S 
•schools are not at all well equipped, in 
fact, these arc poor leplica nl a proper 
school They lack eveiy thing (hat a mixlern 
school demands and this is not the way 
of educating, indeed, attra^'ting the first 
generation learners That is, EGS schixils 
arc not well housed, the classuxims are 
not adequate, even mats are not available, 
poor blackboards and chalks, not adequate 
books, no boards to write on, mostly 
children keep the notebooks on the tl'xir 
to write, no visuai/pictonal aids. It is an 
apology for learning. Such a .system could 


hardly be delended on pedagogical 
grounds. 1 do not mean that the regular 
schixils have these facilities. They also 
suffer from these handicaps In a mass 
literacy programme wc have failed to 
develop and visuult.se an appropriate, 
indeed, mixlcl layout ol an elementary 
scIhx)1. What is needed is the proper 
perspective anatlractivcoutlincofaschnol 
that IS visibly diflerent from home and is 
certainly nchci in environment to icam 
and interact with peer groups. That is. wc 
have to create new .symbols of schooling 
and learning 

The community support is needed goes 
without .saying It is needed more as moral 
support than material It is needed for 
culturaf input This is more so in a tribal 
situation where thcrcsourccsofindigcnous 
knowledge have not been fully utilised. 
'Hie new Bharati scries of texts have no 
provision lor such a support What I am 
trying to say is that a community batted 
school ds'mands culturally oriented 
academit input lallici than manage¬ 
ment sup' on It IS certainly gtxxl to have 
EGS schools but there is no rea.son to 
expand the existing ill- equipped sehouling 
in MP 

'Hie entire problem need to be seen from 
the perspective ni 'mass’ literacy pro- 
gtamme and EGS in my understanding is 
an off-school of it. The objectives of mass 
liieracy - (that is. bringing to school the 
mas.ses. the deprived, the downtrodden 
who have been left out or neglected in the 
past). IS to awaken the masses about social 
reaiilv and the malenal conditions of their 


existence. And, indeed, to empower (hem 
to fight the exploiters in our society. This 
message is well put in the Gmdhian 
tradition which is never tired of putting 
across the persisting contradictions 
between the rich and the poor masses in 
our society. This message hardly Finds a 
place in the Bharati series text for schools. 
The qualityof primary education including 
EGS has to be perceived and evaluated on 
these parameters and not simply on TPR. 
The messages in the texts are weak, how 
could one defend or talk of quality. Let 
me add, the quality of education is to be 
seen in the quality of mind that education 
generates. 'The germs and ideas of this 
have to be seen in the texts we use and 
the minds we generate. 

What I have tried to communicate is not 
teacher-training but liberal and open- 
minded teaching which could deliver the 
goods Theteachersofthepnmaryschools 
should have (wo important attributes. 
Firstly, love for children and joy in teaming, - 
and secondly, over and aoovc this, the art, 
not .skill, of narration. If a teacher has these 
qualities, training or no training, 
academically well qualified or nut, he/she 
IS more likely to succeed in hits/her mi.s!iion 
lo (each The child in the first lew years 
of learning demands a teacher who has the 
patience of a samt and is full of warmth. 
Only such teachers succeed in making a 
child understand and also to redirect his 
energies and libido in the right direction. 
The tcocher-pupil relation is based on moral 
principles and that paves the way. indeed, 
reinforces learning. Most of the teachers 
in EGS. I am sorry to say. lack these 
qualities, if not virtues. 'The fortnight 
programme of rconenting them at Diet, 
besides being mechanical, places stress on 
techniques and skills, and in fact totally 
disregards social and cultural framework 
ol teaming. Most of the teachers are neither 
aware of the tribal languages nor of tribal 
culture and values. This creates a great 
hiatus in learning. 'This is the tragedy of 
our education, especially ECS. The 
foundationof education of SCVSTchildren, 
indeed, the masses has to be laid in such 
a way that it ultimately tends to equalise 
opportunities for advance teaming. This 
would be difficult to achieve in EGS 
system Inlact.it is a weak foundation and 
demands .senous rethinking about Iheentire 
programme. Tlic task and challenge are 
gigantic and the solution has to be radical. 
In my opinion, it demands public 
intervention. That is, the support and co- 
opcraiionof concerned citizensto monitor 
the programme and to act as catalyst 
between the state and the .society not only 
to check deterioration mqualily education 
but also to enrich it. 


1956 
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The badly planned and executed Mahananda Fkxid Control Scheme 
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LETTERS TO EDITOR 


Gender Dimension of 
Physical Disability 

IN a recent paper published in EPW 
(December 26,1998). Das and Agnihotn 
(DA hereafter) present an important 
information on gendei dimension of the 
prevalence of disabilil) in India Tliey first 
present sexwise data for four types of 
diabilities visual, hearing, speech and 
locomotor, loi the 16 major states in India 
Thcrcaftcr lh>'v examine thi.s infoimalion 
lot gender differentials in disability rate.s 
among males and females The purpose 
of this note is to bring tlie genderdiincnsion 
of disability more cleai ly by using the state 
level data presented by DA 

DA test siatisticallv the difference in 
male-female disability rates using t-test 
foi paired samples However, one of the 
assumptions of this test that observations 
are pairwisi; dependent is not fulfilled in 
the present cu.se as disability rate among 
niale/femulc in a state in no way depends 
on disability late among its female/male 
population Even if application of this test 
IS acLcpted. the results on hearing and 
speech disability presented in Table ^ do 
not follow Innn the data given in Tables 
2 1 to 2 4 Alternatively, the male-female 
dilferentials in disability can be tested by 
using the following dummy variable 
technique . 

Disabilil) = a -I- h* Dummy 
where duinmv takes value I for females 
and 0 lor males TTie intercept leiin. ‘a’, 
indicates mean disabi liiy among the males, 
the slope coefficient 'b' indicates the 
uiiiereiiee in mean uisaoiiiiy raie among 
females and males, and (a+b) gives the 
mean disability among the female 
population Infoimalion given in Table I 
suggests that the visual disability is 
significantly higher among the females. 


the speech and locomotor disabilities arc 
higher among the male population whereas 
the prevalence of hearing disability docs 
not differ significantly among male and 
female population. This pattern of gender 
differentials in disability holds true both 
for rural as well as urban India. Therefore, 
DA’s conclusion that hearing disability is 
higher for the male population while for 
the speech disability two sexes do not 
differ significantly is not suppoitcd by the 
data presented in their Tables 2 I to 2.4 
To examine which of the two sexes 
would gain/lo.sc from the overall reduction/ 
increase in the disability, DA examine the 
male female disabilities by c.stimating the 
following regression equation* 

DKSR, = a + b*DISR„, 
where DKSR, and DISR^ stand lor female 
and male disability rates. 

In regres.sion analysis there is asymmetry 
in the way the dependent and explanatory/ 
independent vanahics arc treated In other 
words, the relationship is unidirectional 
the independent variable appeanng on the 
righl-liand-sidc determining the values of 
the dependent variable appearing on the 
left-hand-side but not vice versa. Therefore. 
Ill the above regression equation, disabi lity 
rale among the females depends on the 
disability rate among male population hut 
not vice versa However, no ihcoictical 
reasoning supports such relationship For 
example it is not understood how the 
increase in speech disability among males 
results in higher speech disability among 
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Dis,ihilily 

R2 

l-R- 

Visual 

0 81 

0 19 

Healing 

0 77 

0 23 

.Speech 

0.S8 

042 

Locumuiur 

0 7.1 

0 77 

M>if Dl.SRf a 4 b* ni.SRn> 


fcmaics. Furthermore, not only DA used 
wrong specification of regression equation, 
they incorrectly interpreted the slope 
coefficient. According to DA. 'Ihe slope 
of line, b. indicates the nature of s^x 
differentials If b<l, it indicates higher 
incidence of male disability at high 
disability level. If b>l, it indicates higter 
female disability at high disability levels" 
(p 3314) However, tte slope coefficient, 
'b', in aixiveequation measuresthe change 
in female disability rate i aused by one unit 
increase in the male disability. Therefore 
they have drawn wrong conclusions based 
on estimated coefficient of the above 
regression equation. 

Even though the u.se of above regression 
IS not justified for the purpose DA have 
used, nevertheless coclficient of detci- 
minat ion.‘R in the above regression equa¬ 
tion provides important information on 
covanance of male-female disability rales 
In fact, the gcndcrdiffcrcnccs in disability 
may aiisc due to two set of factors One 
set may lonstitulc different lactors that 
affect two sexes differently and result in 
gender bias in disability For example, 
comparatively a higher pmportion*Df 
males, employed in more hazardous blue- 
collared (K'cupations which arc more prune 
to locomotor disability due to high prob¬ 
ability ol mechanical accidents Another 
.set constitutes same factors but affecting 
two .sexes differently due to physiological 
and .social factors and resulting in different 
disability rates among males and females 
The actual sex differences in disability 
re.sult from combined effect ol two sets 
of factors The value of R^ in the above 
regression explains the proportion of 
covanance in the incidence of di.sability 
among the males and fcmale.s; that is the 
part of diflcrcnces due to factor affecting 
two sexes in the same way. The residual 
(I -RO IS the proportion of variance rd ^ 
ing from factors that cause gender hiaslh 
disability. Information given in Table 2 
.suggests that a majoi part of the variations 
(73-81 per cent) in the disability among 
the males and the females in ca.se of visual, 
hearing and locomotor disabilities is due 
to the sanu; set of factors. Only a small 
proportion (19-27 per cent) of the differ¬ 
ences IS due set of factors that affect two 
sexes differently and result in gender bias 
in prevalence of disability among males 
and females. Further analysis of die data 
generated by the survey (47th NSSO round 
1991) may help to identify the factors that 
arc resulting in gender bias in prevalence 
of disability. Neverthele.ss, DA made 
important contnbution by presenting state- 
wise data, on gender sp^iFic prevalence 
of disability rates in niral and urban IiKjii' 
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Table t Mau Fima> r IIiiiiiiintiai.s in Privailni i <>Fl>SAiiiinyPLRLAKH(» I’opui aiiun 
IN 16 Majok .Siaiin in Inina 


IJisabilily 

Female-Male 

Dificrencc 

(hi 

t-value ol Dummy 
roctYiLicnt 

Ih) 

Mean Di^abiliiy Raie 
Male Fcnulc 

(a) (a-i-b) 

Overall 

Visual 

9.S ^ 

2 )!•• 

.190 8 

486 1 

Hearing 

-27 8 

0 56 

429 9 

402 1 

Speech 

122 9 

Si 

317 6 

194 7 

Locumuiur 

-418 6 

6 71 

1247 4 

76.18 

Rural 

Visual 

1188 

2 11*« 

486 3 

605 1 

Hearing 

-48 7 

0 87 

519 5 

460 8 

Speech 

-M7 1 

4 06* 

349 9 

2126 

Locumuiur 

-.SS8 6 

4 88* 

1373.7 

8157 

Urban 

Visual 

71 7 

2 51** 

2954 

367 1 

Heanng 

S 1 

0 i: 

3.18 4 

34.15 

Speech 

-108 S 

4 19* 

285 3 

176 8 

Luiomotur 

-408 6 

5 19* 

1121 2 

7126 


Niiif lltsahiliiy = a-i-h 'Duniiiiy 

* and * ‘ indicate \ .liucv Mgnificani al I per cent and 1 per cent level, respectively 
Sounr Gtivcmmenlof IndudW.Si .VonciLtSnM. vol XVIII(2).Ociohcr-Decemticr 1944 
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Silence on Policy 


T he recent cabinet decisions on telecom have been hailed 
in some quarters as the sector's unshackling and the 
institution oi a brave new policy The fact of the matter is that 
the cabinet'sdccisions on tcIccom devoted (hemsclvcs mostly 
to fulfilling certain demands of the private telecom companies 
and vety little to matters of policy 
The government has decided that companies that hold 
licences at picsent will be allowed to migrate fium the present 
licence ice system to a scheme of revenue sharing, provided 
they agree to give up duopoly, accept a multi-opcratoi en 
vironnient, pay up at least 3.S |ier cent ol the outstanding 
licence fees and agree to end any and all legal squabbles. 
H liven the financial difficulties ol tbc private telecom opcia- 
tors, the government has granted them exemption irom paying 
licence fees tor the lirst six months of then operations llie 
government has also worked out a libctal transition regime ioi 
protracted payment of the outstanding licence fee dues. 

One may cavil that tlicsc concessions have been ttx) genemus. 
but what IS germane is the contribution the cabinet decisions 
make to the growth of the tcIccom infrastructure by way oi 
sound policy The only policy-oriented decision is that a 
switchover from duo|X)ty to a multi-operator environment is 
possible, pi ovided existing licensees do not rctu,sc to move on 
to a revenue .sharing '■ystem Tlic most remarkable fcatuie ol 
the government’s dec isions on telecom is that it seems to liav c 
abdicated the task ol making policy to the Telecom ReguKi- 
lory Authority of India (TRAI). an agency to which thc 
>Yovcmnicnl had till t ceently iKHin reluctant to entrust even the 
task of plain regulation The government would probably 
deny that it has left policy-making to the regulator. But 
consider the facts. TTic regulator has been a.sked to decide on 
virtually every salient point of policy. How many operators 
would be allowed ps-r circle.' Can the .same operator have 
separate licences lor different kinds of service? Or will an 
operator be free to offer any service of his choice once he 
gets a licenLc to operate? Will the department of tele¬ 
communication (Di>T)'s monopoly over domestic long¬ 
distance (and intcr-circle calls even if the circles are adjacent 
to each other) stay? Will the government persist with its 
pre.sent restriction on voice over the Internet? How much of 
revenue will the private companies have to share with the 
government'' Ail these and similar questions have been left 
for TRAI to decide. 

It IS easy to sec that several of thc.se questions relate to cure 
issues of policy. Take, for example, the share of revenue that 
the companies should hand over to the government Revenue 


sharing is in principle the same as taxation The .sovereign is 
to be compensated by an economic agent tor being allowed to 
pursue a particular economic activity The rate of com(X'nsa- 
tion will vary directly with the magnitude of the activity. The 
revenue share handed over to the government will be factored 
in as a cost by the operator, and passed on to the consumer by 
factoring it into the tariff. In sum. the revenue share is identical 
to an ad valorem tax The government already taxes telecom 
services in the form of a service tax Revenue sharing would 
be another layei oi tax on this vital infrastructure Taxation is 
qumtessentially the government's rc.sponsihiliiy The nonnal 
principles that apply to taxation should apply whi Ic dcteniiin- 
ing the revenue .share as well. ,Siik.c excessive taxation of 
infrastructure is a sure prescription lot making the entire 
economy non-competitivc, the revenue share claimed Oy the 
government should be kept low Tlicrc are two other teasons 
that militate against the government appiopriating anything 
more than a nominal share ol the revenue One is that telecom 
IS not just a vital piece of inlrastructuie that should he 
competitively priced but uLso one suffering from stunted 
growth. A high revenue share would mean a higlici tntilf and 
a lower growth of telecom services. The other reason is that 
several of the existing licen.sccs who had won their licences 
bidding faiily low lee payments would he disinclined to 
migijlc to a revenue sharing system where not only is tlic 
revenue share larger th.in the licence tee they have to p.iy hut 
they have to give up the comfort of duopoly .is well. Their 
refusal to migrate to revenue .sharing would result in the 
inefficient system of duopoly being retained in the ciiclcs ii 
which they operate Going by its excellent track record so lar. 
I'RAI is likely to take the.se factors into account while recom¬ 
mending the government’s shaie. But ideally, the.se matters of 
policy .should he decided by the government itself, altei 
consulting the icgulator 

Anothcrconccssion that existing licensees have br'cngi anted 
IS that their licence pcruxl is iieing extended to 20 years from 
the present It) and 15 years for cellular and basic .services It 
is difficult to see how this really is a concc.ssion In an cf ncicnt 
telecom policy, the only resit icted element is the use ol the 
electromagnetic frequency spectrum TIiis finite resourc c will 
need to he allocaled among alternative users on the basis of 
appropriate criteria. Other than this, there need be no restric 
tion on the number of operators or the kind of services each 
operator would offer Onex: entry becomes free, licence is no 
longer a gr.int of exclusive privilege but an enabling authoi- 
i.saiion, much like a driving licence In this circumstance. 
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extension of the licence pcncxl is fairly 
meaningless Once a licence expires, the 
operator can acquire another licence lor a 
fresh penod, exercising his freedom of 
iMitry. Bveti during the tenure of a licence, 
fresh competition can come up and alter 
business prospects dramatically This 
means that ihe licence period ceases to he 
a guide to the licensee s bankability 
Tlicsc arc not the only huise ends in the 
policy I'he government has laded com¬ 
pletely io .iddress th, issue ol conver¬ 
gence The Inleinel has alieady emerged 
as a poiserlut broadc.ist medium - that 
icas the most substantial point to emerge 
out of the C'linton-larwinski affair, when 
(ho Stan re|H>rt was released ovci the 
Inteitiel I1ie Inteinct is emeiging as an 
even more poweilul hnnidcast medium 
with the piolifeiatinn ol audio and video 
channels on the Net ) echnology is mov¬ 
ing in a direction that will sec Intemel 
eoniciit being broadcast ovei the air This 
will render Internet service piovideis el- 
tectivelydiicci-io honietDl IDopeiatois 
So lai, the thinking in the government has 
been to have separaieicgulatorslorteleconi 
lol which the Internet is a part) and hroud- 
casting Technological convcigence makes 
this impractic al Seamless communication 
ol voice, data and video, thiough multi- 
miKtal transmission ovet an and cable is 
the Older ol t<ie day It calls lot integi.sted 
n'gulation. So tar. policy h is been silent 
on this subject as well 
The level ol confusion within the govern¬ 
ment Itself was evident in a subsequent 
statement by the chairman ol the Telecom 
('ommission that there would be bidding 
lot more licences latei m the year Once 
revenue is lo be shared with the gewem- 
ment at a rate to he fixed by TRAI, on what 
parameter will the telecom companies of- 
lei bids ’ And who told the I'ciecom Com¬ 
mission chairman that there would be a 
liniilc'd number of licences that operators 
have lo bid lor"’This is pre-emption ot free 
entry by hun'aucratic |iresumption. Quite 
cleaily, clarity on telecom policy will have 
to await the constitution oi a new govcin- 
ment witli the mandate and the will to 
tormulalc policy 

MAHARASHTRA 

Operation Salvage 

IHLi BJP’s pragmatism apfiears lo have 
triumphed over the Sliiv Sena's dogma¬ 
tism, convincing the latter to go m for 
siniullaiieoiis Lok Sabha and assembly 
polls m Maharashtra The .Shiv Sena, es¬ 
pecially its chief Bal Fhackeray, till the 


other (lay held fast to the goal that the Shiv 
Sena-BJP coalition government engrave 
Itself in Maharashtra's political history as 
the first non-Congress government to com¬ 
plete Its full five-year term in power, in 
which case the assembly elections could 
only be held m March 2000 it was evi¬ 
dent nonetheless, by Ihc time Ihe SS-BJP 
govci iiniciit lurched into the last yeat nt its 
term that this was a crude excuse to pur¬ 
chase lime for a government which other¬ 
wise through Its exemplary non-perfor- 
mance can be said to have dug its own 
grave 

I'he BJP, unlike its alliance paiincr m 
Maharashtra, being a national party and its 
sutvival strategies not solely detennined 
by exigencies in the state, made the first 
bid tor simultaneous elections when, 
realising that no amount oi last minute 
(uggleiy IS going to ledecm the alliance 
government, it decided to gainer sympa¬ 
thy from ihe la/oi-thin deteat ot the 
Vjipayci' govcinmcnt on the floor ol the 
house. Sharad Pawur's oustei itom the 
('ongtess and the llurc-up ol conflict in 
Kargil since then only made the BJP’s 
case lai moic electoially propitious than 
scotes ol dcvelopnicnl proposals that the 
alliance government intended to des- 
parately execute In the changed ciiciim- 
staiices. delaying rather than hastening the 
assemblv elections, the Sena tiui tcalised, 
would be moa* disastrous 

It IS only to be expected then that the 
alliance partners, to extract themselves 
from their miserable performance while m 
power and also given their penchant tor 
nationalist rabble rousing, will exploit the 
teclaimmg of Kargil heights m their elec¬ 
tion campaign to the hilt. Kargil was very 


much at the centre stage of deputy chief 
minister Gopinath Munde's recent rally at 
Latur. In fact, the BJP appears keen lo 
upstage the Sena on the issue with the state 
BJP leadership, to the chagrin of the latter, 
launching the party’s campaign separately 
from Tuljapur in its hid to project Munde 
as the future chief minister and identify the 
party as exclusively as possible with the 
gains in Kargil. 

Besides the Sena, Ihe BJP has another 
competitor in the state in the form of 
Sharad Pawar’s Nationalist Congress 
Party(NCP) which too has adopted the 
nationalist agenda, among others, as its 
poll plank But given that the NCP will be 
engaged in an intense tussle more with the 
Congress m the run-up to the elections, the 
ruling alliance naturally kxiks upon the 
NCP as a boon which will help to blur its 
otherwise glaimg failures The expected 
split III the dalil and Muslim votes as a 
lesult ot the NCP-Congress divide is a 
case in point With Kamdas Athavalc de¬ 
ciding to align with Pawai, Gavai-Kavade 
group in favour of an alliance with the 
Congn'ss and Prakash Ambcdkar still un¬ 
decided, the fiacturing of the ne(^B•ld- 
dliist votes in the state is already into tlie 
open 

On the other hand, the battle lor Muslim 
votes took an acrimonious turn lately with 
the .senior Congress leader S B Chavan. 
semn after Sharad Pawar's Muslim con¬ 
vention in Marathawada, accusing die lat¬ 
ter of fomenting communal riots in 
Aurangabad district dunng the former’s 
chief ministership in 1988. While the Con¬ 
gress. in order to endear itself to the Mus¬ 
lims, IS bent upon highlighting the dubi¬ 
ous role ul Pawar and Sudhakarrao 
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NaiMnow in Pnwar’& camp) during the 
communal riots, the NCP is focusing on 
the social and educational deprivation of 
die Muslims in order lo inch closer to the 
community As both the Congress and the 
NCP wash their dirty linen in public, it is 
the SS-BJP alliance, which hardly has any 
suppoit base among the neo-Buddhists or 
the Muslims, which stands to gain by the 
ensuing split in the dalit-Muslim votes. 
Given that the victory notched up by the 
Congress-SP-RPI allumcc in the I ‘)9K Lok 
Sabha elections, though spectacular in 
tcimsotnumberof .seals won, was based on 
a relatively small marg in of votes, a split in 
the dalit-Muslim votes, as now seems in¬ 
evitable, IS sure to hnghten chances oi 
recovery for the SS-BJP alliance. 

P[IARM4CEIjTICAI,S 

Vitamiii Conspiracy 

THb pharmaceutical industry in India, 
espccialiy the mullinaiionji sector has, in 
Frcent times, been complaining hiueily of 
the diiriculties oi doing business in the 
«ounliy. guen what it ealls ‘siiingenl' 
laws and oi eouise the diug puce conirol 
norms It has also taken a dun view ol 
.some oi Its constituents being forced to 
pay up ofiea laige amounts under Ihe drug 
pnee cHiualisaiinn accoun' which is basi¬ 
cally a mechanism lor rclunding to the 
govemmenr the excess piotits generated 
through illegal ovcrpnciiig indulged in by 
the companies The business habits ol 
drug comp.inie.s cleaily do not change 
markedly Imm counliy to country even 
across the di vclopmeiil divide Recently 
in the US. two huge multinational giants - 
R(Khc. a Swiss company, and BASF - 
have been hauled up h,*(ore the US justice 
’^department lor ngging the prices ot com¬ 
monly used vitamins with huge volumes 
ol sales in the US and around the world. 
RiKhe has been fined $500 million, the 
largc.st federal criminal line ever imposed 
in any type of case, and BASF has been 
torced to fork out $225 million The vita¬ 
min cartel as it has been called wa.s, ac¬ 
cording to US assistant attorney general 
Joel I Klein, the “most perva.si ve and harm¬ 
ful criminal anti-trust conspiracy ever un¬ 
covered”. And yet suipnsingly little has 
been heard about this in the Indian media 
The decision to impose the fines came 
after the justice depan ment conducted an 
extensive investigation over what has now 
been revealed to hav.' been a nine year 
conspiracy. The cartel, tlie two firms and a 
*i)iird, the Fninch Rhone -Poulenc, enhanced 
the prices of more than $5 billion in prod¬ 


ucts sold in the US alone. To this must be 
added Ihe huge sales in vitamins and inter¬ 
mediates in third world countries. Investi¬ 
gations have revealed that senior execu¬ 
tives used to meet clandestinely for a few 
days in a European capital to fix produc¬ 
tion and distnbution quotas, and prices 
and approve ot ihe budget for Vitamins 
Inc The global niui kel for vitamins like A. 
B2. B5, C and)' would be shared among 
the participants Penodic meetings oi this 
nature ensured that any unpredictable 
changes in the market did not alfcci the 
expectedprofltsdl theenmpanies AR(K-he 
executive, not the highest ranking one, has 
hc*cn sentenced to a jail term in the US. But 
investigations res eal that there were many 
others involved and several smaller phar¬ 
maceutical firms as well The revelations 
by the justice department are an cone 
narration ol what the pharmaceutical in¬ 
dustry IS all about With the extensive 
market for vitamins in India as well as ihc 
expanding market ol health RkkIs which 
use vitamin inlennediancs and supple¬ 
ments, |ust how much more has the vita¬ 
min cartel extracted Irom this country'' 

Against the revelations such as this, 
repoits ol how .i diilcrcnt sort of 'fixing' 
ot prices lakes place in public institutions 
makes uninloresting reading But never¬ 
theless, as has been icvcalcd in the Iu;ntin 
Commissioii lepoii. this Kki means that 
the public, through the hospitals is paying 
more than it ought 

KARNATAKA 

Inevitable Decision 

WITH the announcement by the Karnataka 
c'hict miiiistci that the Janata Dal would 
align with the BIP-lcd National Demo¬ 
cratic Alliani e iorlhelaik .Sabha polls, the 
stage IS now set lot lurthei iransloimation 
of the Janata Dal Interestingly, the an¬ 
nouncement was made even before the 
issue was di.scussi-d al the political affairs 
committee in Delhi, which is due next 
week 

For Patel there was hardly a choice but 
to throw in his lot with old fnends like 
Ramakn.shna Hegde, especially with the 
pnmc minister uiging him personally to 
make it possible to defeat the Congre.vs. 
Between the ascendancy of the BJP and 
beginnings of new hope in the .state Con¬ 
gress, the Janata Dai is a non-starter. And 
as Palel pointed out, while the JD could 
have slo(^ the electoral test alone in Ihc 
assembly polls, with the Lok Sabha elec¬ 
tion being held simultaneously, there was 
every chance of a rout for the parly. And 


with the Election Commission turning 
down Patel's plea to reconsider the simul- 
tancHius polls, Ihe choices became even 
mon* limited. 

Over the last few months the Janata Dal 
has suficicd Ihe k>ss of live important 
members' the loriner home minister 
Roshan Baig quit the paity and his assem¬ 
bly membership, the earlier lour weie 
led by toimer industiies mintstei R V 
Deshpande who has since migrated to Ihe 
Congress with a brief slop with Lok Shakli. 
Over the last tew weeks the situation ap- 
pcan'd to worsen, with tlie BJP appearing 
to gain ground The Congress kxi has been 
having problems Even as the issue ot 
Sonia Gandhi's 'Indianness* died down, 
the Kargil conilii t provided an edge to the 
BJP Motcover, a poweilul section ol the 
Congicss led by M RaiashekarMuithy. a 
lingayat leader, has been making dis¬ 
gruntled sounds and has made known its 
desire to quit the paity Puny genciul sei- 
rciaiy Ghulam Nabi A/ad's tour of the 
state turned out to be disappoiiuing, essen¬ 
tially bceausc the lentral leadei did not 
raise any local issues and (ended lo dwell 
on the Kaigil (onlliei which kwal leaders 
feel would havt the clleel lateially ol 
aiding the BJP railicr than henelit the 
Congiess Dcve Gowdahad made il known 
that he would prefer lo align with the 
Congress and has made no secret ol his 
meetings with the party leaders and this is 
what will throw a spannci in (he works for 
Patel in Ihc coming mecling in Now I)elhi 

Il IS not as il (here are no liKal issues 
which thef ongicsscould haveelleciivcly 
raised The stale hits been in a state oi 
adminislraiive disanay for long. With the 
Patel go vei ninent tomplelcly caught up in 
the shenanigans within the party, espe¬ 
cially those of Deve Gowda’s creation, 
state administration has more or less tome 
lo a halt And while the human develop 
ment repon just released may pmsenl a 
rosy picture of the state, mostol it has been 
a consequence of past developments which 
aa' now beginning to show The much 
touted development oi the computer in¬ 
dustry has more oi less gn>und to a hah. 
with inca'using power cuts and other 
inlrastructural pnihicms. Adding to these 
pn^blcms ol Karnataka is the welcome 
being offered in Andhra Pradesh lo Ihc 
electronics and communications sector 

But It IS unlikely that thc.se issues will 
gain space in the political agenda ol any of 
Ihc parties in the state The election, as 
others, will a'volve around 'national' is¬ 
sues and on ihe kind ot petty politics that 
the Janata Dal lias indulged in over recent 
months. 
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COMPANIES 

HUKROlicniS WELirOME INDIA 

Sluggish Year 

PHARMAC’I-UTK’aI, uttnpan> Bur- 
Kiiighs Wclkotnc has been in (hi* news 
lately heiaiisc ol its plans to nieice with 
•mothei phaima inaptr Glaxo India 
llowesci. the nieigcr is leporlcdly lacing 
problems Seiviie conditions and wages 
iia\e alreaily been hainionised between 
the (ila\o and Buiroughs Wellcome cx- 
ce|U lor a section of thi. stall at Burroughs 
Wellcomc’s Mulund lasility which had 
letected oilers ol a one-time selllement 
'Hie latters held stall has accepted eiii- 
ployiiienl with (ilaxo India and the pio 
motion and markciing ol Buiioiighs 
Welkome sptodiicis aie now uiuleitaken 
by Glaxo Buiioiighs Welkome has }X‘r 
roimed well dtiiing the yeai ended De 
cembei <1,1 and managed to inciease 
Its bottom line by 3K I pei cent over the 
previous yeai. 1‘I97 While net sales 
inipioscd by '> 7 pi'i cent, operating prolit 
was highei h\ t7 4 pei cent ovei the same 
pcinnl I luouiaged bv its peilormance. 
the company has raised the dividend rate 
lioni IS pei lent last seal to 50 per cent 
dutiiig the siai under icview 

The company's irvvci pnxluets like 
('cispan and ( ili/ox as well as b'ersolaic 
('M have pcilomied well while its leading 
brand. Sepiiaii. has witnessed a modest 
giowth III volume Biirioughs Welkome's 
eiicoiiiaging perlormance in I came at 
a lime when the phannaceiitnal indiisiiy 
was lacing lough limes I'nloitimalely. 
the companv has been unable to sustain 
IIS giowiii linihei and has wilnessed a 
change ol I m tunes dm mg the cm rent yeai. 
IWO The slngi’isli conditions prevailing 
m the phaimaceulic.al mdiistiy seem to 
have linally taken iheit loll on the 
company s peiioimam e and margins uie 
under sevea* pressuic Dining the first 
i|uuitei ol 1999. the n'lupany's sales and 
net piolii li II by 4 per cent each as com- 
paied to the c.iitesponding peinxi last 
veai Moieovei. this piolit includes pio- 
cceds liom the sale ol a lesideiilial apuit 
mem m the piime ('iilfe Parade aiea 

HINDIl.Sl.kN fd.VhR 

Profiling High (*rowth 

A sliong growth in peisoiial piodticis. 
foods and cxpoits and the absoiption ol 
Pond s India into ns i.dd ha.s resulted in 
consumei goiHb giani Hindustan I cvei 
impiovmg Its peiloinuiiice considerably 


during the year ended Dcccmhci 31.1998 
While the company's net sales increased 
by 21 3 per cent over the previous year. 
1997. opeiating piofit imptiwcd by 32 6 
pei cent and net piofit surged ahead by 
42 2 pei cent in spite of the increa.se in 
the company's equity capital, earnings |ict 
shaie improved fiom R.s 28 5 to Rs 36 7 
during the year under review The com¬ 
pany’s siiK'k presently quotes at Rs 2,424. 
disc ountmg its 1998 earnings by 66 times, 
lellcclmg the stiong investor fancy lot the 
scrip 

The companv stiaddles vntuallv eveiv 
income and geogiaphical .segment m the 
lountry with around one million lelail 
points 7 5(X) disiiibutors and a poitlolio 
ol products fiK'used on cveiy possible 
piice-pomt The company's phenimienal 
giovvtii and success has made it a miHlel 
lot oihei upcoming fust moving consumei 
goods 1 l-MC’Ci) c onipnnies in the country 
ilindiistanl evci has been able to pci fonn 
well despite the discouraging maikei 
scenaiio mainly because of its widei 
pioduci lange and huge distiibutioii nel- 
wotk which has stood it in good stead 
Dminc I99X. the company launched 41 
new piiklucts and relaunched 41 existing 
piodiicls It commissioned seven new 
fui tones and incuired a capital evpendi- 
tuieio the tune ol Rs l79cniie 'Ihedmial 
care segment witnessed a ma|oi giowth 
with the company mcreastng its shaie in 
the toothpaste and tootlibiush maiket to 
37 pel cent Its cxpoits business too gievv 
by <3 per cent despite difficult trading 
coiulitioiis 111 south-east Asia, Japan and 
Russia 

1 he company suffered a minoi seibai k 
in the bevel .iges busine.s.s with the govern¬ 
ment imposing an X per cent excise duty 
on branded lea and packs ovei KX) gm 
With loose or tinbranded tea accounting 
loi 65 piT cent of the total tea matket le 
the country', the branded lea market, which 
was growing steadily, declined sharply 
post-excise 1 Iindustan Lever, meanwhile, 
established two new state-of-the-art tea 
lactones at Pondicherry and Silvas.sa and 
also c\p tided the capacity of its Mysore 
in.siaiit coffee factory 

In other businesses, staples continued 
with a robust giowili and the company 
now has a market leadership position in 
'aitu' iwheai Houi) with 20 per cent maiket 
shaie and the number two position in salt 
Seveial new products like Crystal salt. 
Kitchen jar, etc, were launched duiing the 
year and the company is cnsuimg that it 
IS able to maintain a low cost supply chain 
lor this low value, high volume item Oils, 


EPW Research Foundation 

fats and dairy products continued to per¬ 
form well registering a growth of 16 per 
cent during this period The volume growth 
of 6 per cent came about mainly because 
of the intnxiuction of small packs Thc- 
cumpany, which is the largest in the country 
in terms of market capitalisation, is now 
planning a sweeping change of its 
oiganisalion structure This will result in 
a disaggregation oi its mam busme.ss lines 
into .sovcial smaller units The restructur¬ 
ing exercise, code named Piojcct Millen¬ 
nium, IS expected to eventually result in 
anywheic hetween 40 and 50 new busi¬ 
ness ccnties which will be kxikcd alter 
by independent business heads The 
pio|ecl will stove lo vest greatei respim- 
sibility in young managers down the line, 
slash layeis of command and cut costs by 
20 pci cent in 1 1 vc years I he whole cxcicise 
IS expet led lo solve one of the company's 
chid pioblems lotaining ils lalciilcd 
piMsonnel 

.SMI I'HKI.lNl' BlibGHA.M 

Expanding Market 

SniiliiKImc Beccham Consumei Health 
Cull (SmithKIine) dominates the health 
bi'veragcs niai kei w ith a63 pert ent market 
shaie and is well known tor its hiands 
Hoi licks and Boosi lot which il holds the 
disttibuling rights Thesi two biands 
contribute about 90 pci ecnl ol the 
company 's total tuinovcr. while ih bal¬ 
ance IS brought in hy biscuits SmithKIme 
Beecham PIc ol the UK. which has a 40 
pet cent stake m the company, has now 
decided to hi mg the I lorlicks nia'iufactur- 
mg plant under SmithKIme Pailicr, the 
paieni company had wanted to set up a 
sepaiatc 100 per tent subsidiaiy loi* 
munutactuiing the same With this move. 
SmithKIme will now not only en|oy the 
distribution margins hul also hciicfii from 
the manufacturing maigins The new 
manufactunng facility is being set up at 
a cost of R.s 250 crorc and will have a 
capacity ol 21 .OtXItonnes perannum (tpa). 
The plant, which is expected to be com¬ 
missioned in 2(X)2. IS expected to enjoy 
high levels of productivity as it will employ 
relatively less labour Though the com¬ 
pany presently employs around .3,300 
workers tor its existing 46.(XX) tpa plant, 
the new unit will require only 350 work¬ 
ers The company hd.s a giKxl distribution 
network ut 1.000whole.salers and 2.SO.O(X) 
retail outlets in 3.000 hiwns and this wide 
presence gives it an edge over its com-, 
petitors 
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Hm Week’s Companies 


(Rslakk) 


Financial Indkaton 


BurnHiihs 

Wellcome 


Himiiistan 

Lever 


SmMhKUne 

Beecham 


Dec 

1998 


Dec 

1997 


Dec 

1998 


Dec 

1997 


Dec 

1998 


Dec 

1997 


^ncome/appropriatlons 

1 Net sales 18212 

2 Value of production 17597 

3 Other Income 1104 

4 ToUll im nme 18701 

5 Row matcrials/sloies and 

spares ennsumed 55S2 

6 Other manufacturing expenses 1894 

7 Remunenition to employees 2280 

8 Other exjienses 2524 

9 Opeialing profit 4451 

10 Intciest 274 

11 Gro%i ptofit 41 25 

12 Dcpreuaiion 229 

13 Profit bffoie tax 3896 

14 Tax provision 1406 

Ptofit after lax 2490 

16 Dividends 505 

17 Retained pniiil 1 1985 

Liabilities/asscts 

18 Paid-up lapitol QIK 

19 Reserves and suiplus l(H)90 

20 Long-tonn loans 129 

21 Short-term loans NA 

22 t>f which bank hutniwings NA 

•'I Cross fixed assets 2761 

24 Arcumul!itt*d deprcLi.ilion *511 

25 Inventories 2675 

26 Total assels/liabililie> 15428 

Mtsccliancoiis items 

27 Excise duly 2084 

28 Cross value added 5974 

29 Total foreign exchange income 1448 

10 Total lurcign exchange outgo 2297 

Key flnancial and perfonnaner ratios 

11 Turnovei ratio 

(sales lo total assetsi {%) 118 17 

12 Sales to total net assets (%) 160 82 

11 Cniss value added to 

gross fised assets C^l 216 21 

14 Return on investnieni 

(gross piuiil to total assets) t'X’) 26 74 

15 Gloss profit to sales 

_ (gross maigin) (“T) 22 63 

.16 Operating profit to sales (%) 24 41 

37 Profit before tax to sales (%) 21 37 

38 Tax provision lo 

profit before tax (91 1 16 09 

.19 Profit after lax to net worth 

(mum on equity) (M) 22 62 

40 Dividend (%) 50 00 

41 Earning per share (Rs) 27 12 

42 Book valiM per share (Rs) 119 91 

43 P/E mtio- 25 40 

44 Debt-equity ratio 

(adjusted (in’ revaluation) (%) 2 99 

45 Short-tenn bank borrowings 

lo inventones (%) NA 

46 Sundry ciedilors to 

sundry debtors (%) 176 65 

47 Total remuneration to employees 

to value added (%) 18 17 

48 Total rcmupcration to employees 

to value of production (%) 12 96 

49 Gross fixed assets formation (56) .1 76 

* 50 Grawth in inventories (%) -16 12 


16619 

948185 

781970 

55494 

48201 

168.54 

947194 

786610 

.56.171 

48576 

984 

21165 

16810 

1781 

1520 

17838 

968759 

801440 

S8152 

.50096 

61(n 

128792 

281099 

18758 

•6510 

3777 

107851 

257779 

8767 

8162 

2099 

52721 

44871 

4754 

.1584 

2415 

155798 

126479 

13421 

11674 

3240 

121595 

93212 

124.52 

10166 

240 

2928 

1.189 

NA 

NA 

1046 

119998 

89465 

12593 

10270 

228 

10105 

5795 

887 

768 

2818 

109891 

81670 

11706 

9502 

1015 

29.100 

27000 

3.571 

1100 

1801 

80591 

56670 

81.15 

6202 

425 

53115 

17245 

2496 

2097 

1178 

27458 

19425 

5639 

4105 

918 

219.57 

19917 

45.18 

4538 

8097 

149146 

106211 

18311 

12671 

116 

17.505 

18.59.1 

NA 

NA 

65 

8926 

65 

NA 

NA 

65 

8926 

65 

NA 

NA 

266.1 

147450 

112292 

12004 

8817 

1122 

42071 

12883 

5122 

4111 

1189 

114568 

104491 

7933 

6611 

12861 

4.16(KXI 

152745 

11186 

24910 

2111 

711.19 

52105 

9068 

8029 

4881 

165011 

1282.58 

19180 

15445 

1785 

1()')907 

119 

2198 

17.16 

1857 

71284 

59740 

963 

849 


129 22 

217 47 

221 68 

177 95 

19.1.50 

176 50 

479 .51 

540 00 

242 87 

280 06 

181 29 

III 92 

114 22 

161 45 

174 78 

21 68 

27 52 

25.16 

40 38 

41 2.1 

1X31 

12 66 

II 44 

22 69 

21 .11 

19 50 

1.101 

II 92 

22 44 

21 09 

16 96 

11 59 

10 70 

21 09 

1971 

16 02 

26 66 

12 27 

30 51 

.14 73 

20 00 

47 05 

44 92 

35 60 

.16 04 

I5(X) 

220 (M) 

17000 

.50 00 

42 00 

19 64 

16 70 

28 45 

17 93 

13 67 

98 20 

77 9<) 

6.1 30 

50 35 

37 93 

NA 

66 04 

NA 

12 19 

NA 

17.1 

10 22 

14 75 

NA 

NA 

204 

7 79 

006 

NA 

NA 

199 .52 

907 95 

1012 55 

144 00 

412 .52 

4.100 

11 95 

14 98 

24 53 

23 20 

12 45 

5.57 

5 70 

843 

7 38 

5.09 

31 31 

7 14 

35 84 

19 6.1 

28 02 

964 

15 57 

I9 60 

10 42 


The expansion project has been the right 
decision for the company if the rate of 
growth in the business is any indication. 
The mall drink market is presently grow¬ 
ing at a rate of nearly 15 per cent. 
SmithKIine currently holds around 63 per 
cent share of the health beverages maricet 
- 54 per cent with the help of Horlicks 
and 9 per cent with Boost - and thus needs 
to keep pace with the growth in demand. 
The expansion is also expected to help the 
company widen the reach of Horlicks all 
over the country Funds for the project are 
readily available with the company. Fur¬ 
ther, It has a /cro debt burden at present 
and can ea.sily go in fur loans SmithKIine 
also has a sizeable amount m cash and 
bank balances and Rs 29 crore in short¬ 
term in vciitments. Moreover, 98.7 percent 
of the company’s equity composes of 
bonus shares issued earlier In order to 
maintain its leadership position in the 
market and also increase its market share, 
the company has now launched Junior 
Horlicks for children with flavour variants 
like 'elaichi' and chocolate as well as an 
‘amia’-based vitaminCdrink,Ribena, from 
Its parent's stable. 

SmithKIine performed well dunng the 
year ended December 31,1998, notching 
up a 31 2 per cent increase in its bottom 
line over Ihc previous year, 1997. While 
the company’s net sales improved hy 15.1 
per cent, operating profit rose by 22 5 per 
cent over the same period With earnings 
per share increasing from Rs 13.7 to Rs 
17 9, the aimpany raised the dividend 
from 42 per cent to 50 per cent during the 
year under review. 

VANAVIL DYES AND CHEMICALS 

A subsidiary of Colour-Chcm, Vanavil 
Dyes and ('hemicals (VDC), performed 
well dunng the year ended March 31. 
1999. While net sales increased by 9.6 ncr 
centoverthe previous year, the company's 
net protit improved by 65 per cent. 
couraged hy its performance, the com¬ 
pany has raised the dividend rate from 30 
per cent last year to 40 per cent. It now 
plans to luither invest in new projects to 
the lune ol Rs 7 crore dunng the current 
Financial year. 1999-2000, and add a new 
range of products in blue pigments for 
exports 
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iNf smni lomnifiiini nnK p.c.i. 

(Head Office SC'U Park Ha/a, 9 Ratchadapisek Road, 
Chatuthak, Bangkok-10900) 

INDIAN BRANCH 


BALANCE SHEET AS AT MARCH il. 1W9 


(Amounts in thousands of Indian Rupees) 


Schedule 


As on 
31/3/99 


As on 
31/3/98 


CAPITAL AND 
LUBILITIES 

Capital 

Reserves & surplus 
Deposits 
Borrowings 
Other Liabilities & 
Provisions 



335,875 

102,254 

609,320 

442,104 

97,928 


1.354,842 1,587.481 


ASSETS 

Cash & balances with 


Reserve Bank of India 
Balances with banks and 

6 

74,721 

72.850 

money at call and 
short notice 

1 

7 

122,387 

175,313 

Investments 

8 

204,100 

253.300 

Advances 

9 

801,354 

982,665 

Fixed assets 

10 

4,750 

7,104 

Other assets 

11 

147,530 

96,249 



1,354,842 

1.587,481 

Contingent Liabilities 

12 

647,952 

4,956,019 

Bills for collection 

i_ 


171,757 

84,069 


PROFIT AND U)SS ACCOUNT FOR THE PERIOD 
APRIL / I99H TO MARCH 31. 1999 


(Amounts in thousands of Indian Rupees) 


Schedule Year ended Year ended 
31/3/99 31/3/98 


INCOME 

Interest earned 
Other income 


EXPENDITURE 

intetest expended 
Operating expenses 
Provisions & 
contingencies 


PROFIT 

Net profit for the year 
Profit brought forward 


APPROPRIATIONS 

Transfer to statutory reserve 
Remitted to Head Office 
Transferred to Bad 
Debt Reserve 
Transfer to Investment 
fluctuation Reserve 
Balance earned forward 



228,683 

24,805 


184,012 253.488 


82,945 124,155 

31,640 29,361 

32,359 38.700 


146,944 192,216 


37,068 61,272 

81,666 33,336 


118,734 94,608 


7,415 

77,539 


800 

28,980 


118,734 


12,254 


81,666 • 


94,608 


The accompanying notes on accounts are an integral part of this statement 

As per our report 

For M P. Chitale & Co. 

Chartered Accountants 

Sd/. 

Uday M. Chitale 
Partner 

Mumbai, June 17, 1999 


The Siam Commercial Bank 
Indian Branch 

Sd/- 

Manoch Dangkomen 
Chief Executive. India 


Mumbai, June 17, 1999 
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J (Head OfTice; SCB Park Plaza. 9 RatchuUapisck Kojtl, 
Chatuchak, Bangkok* 10900) 

INDIAN BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH H. /9W 


(Amounts in thousands of Indian Rupees) 



As on 
31/3/99 


As on 
31/3/98 


(Aniuunis in ihuusjitds ol Indian Rupees) 



\s on 
n/3/99 


As on 
M/3/98 


1. CAPITAL 
Capital 

Deposit kept with the Reserve 
Bmk of India (RBI) under 
Section 11(2) of the Banking 
Regulation Act, 1949 - 
Rs 30 Million in the form of 
of GOI Securities 

2. RESERVES AND 
SURPLUS 

Statutory Reserve 
Opening balance 
Additions dunng the ytear 
Qosing balance 
InvcBtumt Fluctuation Reserve 
Balance in Profit and 
Ijom account 


335,875 335.875 


20.588 

7.415 

28.003 

800 

28.9H0 


8,3.34 

12,254 

20.588 


81,666 



57,783 

102,254 

3. DEPOSITS 

In India 

Demand deposits 

From Banks 



From others 

.38,188 

36,327 

Term deposits 

From Banks 

172,500 

; 355.(KKl 

From others 

464.635 

217.'i‘>3 


675.323 

609.320 

4. BORROWINGS 

Borrowings in India 

Refinance from RBI 

155,859 

120.319 

Call Borrowed 


203.300 

Borrowings outside India 

- 

118,485 


155,859 

442,104 

S. OTHER LIABmiTIES 
& PROVISIONS 

Inter-office Adj (net) 

.. 

46 

42 

Interest accrued 

9,356 

7.02t) 

Others (including provisions) 

120,600 

90,856 


130,002 

97,928 

6. CASH & BALANCES 
WITH RESERVE BANK 
OF INDIA 

Cash in Hand 

56 

21: 

Balances with Reserve Bank 
of India 



In current account 

74,665 

72.637 


74,721 

72.850 


7. BALANCES WITH BANK 
AND MONEY AT CALL 
AND SHORT NOTICE 
In India 

Balances with banks 
In current accounts 
In deposits accounts 
Money at call and at short notice 
With banks 
Outside India 

In current accounts 


8. INVESTMENTS 
i) Gross Investments 

Less. Depreciation to date 

Net Investments 
In India 

Government secunties 
Debentures and Bunds 
i) Nabard Bonds 
li) Hudeo Bonds 


ADVANCES 

Bills purchased & discounted 
Cash credits, overdrafts and 
loans 

Term loans 


(b) Secured by tangible as.sets 
Unsecured 


Advances in India 
Pnonty sector 
Otheis 


10. FIXED ASSETS 
Other fixed assets (including 
furniture & fixtures) 

At book value* 

Beginning dunng the year 
AcMitions dunng the year 
Deletions dunng the year 
Depreciation to date 

Net book value 


10,587 2.744 

78.694 101.217 

20.(KK) 10,000 


13.106 


122,387 I 175,313 


205.000 

900 


204,100 


180.000 

19,100 

5,000 


292,203 

175,062 


801.354 


801.354 


166,003 

635,351 


255.000 

1,700 


253,300 


230,000 

18,300 

5,000 


204,100 253,300 


134.089 177.333 


399,653 

405.679 


982,665 


908,065 

74.600 


801,3.54 982.665 


365,960 

616,705 


801,354 I 982,665 
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■iinK P.C.I. 


J CHead Ofnce: SCB Park Haza, 9 Ratchadapisek Road, 
Gutuchak, Bangk(A-l0900) 

INDIAN BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1999 


(Amounts in thousands of Indian Rupees) 


(Amounts in thousands of Indian Rupees) 


11. OTHER ASSETS 
Interest accrued 
Others 

Advances to employees 
Prepaid expenses 
De^sits 

Advance Tax paid 


12. CONTINGENT 
UABILmES 
Liability on account of 
outstanding forward 
exchange contracts 
Liability on aocouni of Letter 
Cr^ 

Liability on account of 
guarantee issued 


13. INTEREST EARNED 

Interest/diacount on 
advancea/bills 
Income on investments 
Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 


14. OTHER INCOME 

Commission, exchange ft 
brokerage 

Net (loss)/profit on exchange 
transactions 

Net Oosslfprofit on sale of 
investment 

Misc income 

Net (Ioss)(profit on sale of 
fixed assets 


15. INTEREST EXPENDED 

Interest on deposits 
Interest on borrowings 


As on 

As on 

31/3/99 

31/3/98 

33,234 

23,142 

106 

159 

3,619 


12,663 

14,884 

97,008 

53,028 

147,530 

96,249 


52,248 

4,330,767 

538,868 

589.623 

56,836 

35,629 

647,952 

4,956,019 

130,089 

26,741 

187,436 

27,954 

11,966 

13,293 

168,796 

228,683 

12,498 

12,255 

815 

(3.029) 

1,010 

955 

14,943 

745 

(62) 

(109) 

15,216 

24,805 

29,465 

53,480 

19,055 

105,100 

82,945 

124,155 


1C. OPERATING EXPENSES 
Payments to ft provision for 
employees 

Rent, taxes ft lighting 
I^nung ft stationery 
Depreciation on property 
Auditors* fees ft expenses 
Legal charges 
Postage, telegram ft telephone 
Repairs ft maintenance 
Insurance 
Membership fees 
Relocation expenses 
Business development expenses 
Travel 

Other expenditure 
Bad debts 


17. PROVISIONS ft 
CONl'INGENCIES 

Provision for Taxation incl. 
Interest Tax 

Provision for Bad Debts under 
RBI guidelines 

Provision for depreciation 
on Investments 


19. CAPITAL ADEQUACY 
Capital 

Tiw I 
Tier 2 


Risk weighted assets 
and contingencies 

Capital adequacy ratios 
(percentage of nsk 
weighted assets and 
contingencies) 

Tier 1 capitid 

Total capital 


As on 
31/3/99 


23.797 


((HXl) 


32,359 


As on 
31/3/98 



1.700 


38,700 



1968 


Economic and Political Weekly July 17, 1999 


































THE smm [ommaKniHinN p.c.t. 


(Head Office: SCB Park Plaza, 9 Ratchadapisek Road, 
Chatuchak, Bangkok-10900) 

INDIAN BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1999 

Schedule 17: Summary of Significant Accounting Policies 

1) General 

The accompanying financiat sielenients ot The Siam Commercial Bank - Indian Branch (the Indian Branch) aie prepared under the 
hiatoncal coal convention on the accrual basis of accounting and conform to statutory provisions and practices prevailing within the 
banking industry in the country 

2) Tranaactlons involving foreign exchange 

i) Mone tary assets and liabilities ore iransiated at the exchange rates iraiiried by the Rrieign Exchange Dealers' Association of India 
(FEDAI) at the close of ihe at counting penod Losses arising out of such translation are recognis^ in the prorit and loss account. 

II) Income and expenditure items ore translated at the exchange rates prevailing on the date of transaction 

III) Outstanding forward exchange contracts and spot exchange contracts are revalued at the exchange rates notified by the FK>AI al the 
close of the accounting penod Losses ansing out of such revaluation are recognised m the profit and loss iiccount 

3) Investments 

i) All investments ore classified os current invesiinenis and aie valued at lower of cost or market value. Depreciation in each category is 
aggregated and provided for. net appreciation in each category is ignored Market value of unquoted investments is deiermined in accordance 
with RBI guidelines 

4) Advances 

Doubtful advances ore identified by periodic appraisals of the management. Accordingly, appropnaie provisions an- made against specific 
accounts having regard to the applicable RBI guidelines Interest on doubtful advances if any is not recognised as income until reoNved 

5) Fixed assets and depredation 

i) Fixed assets ore stated at cost less depreciation 

ii) Improvements to office premises taken on lease are amortised over the penod of the lease remaining from the dote of commencement 
of banking operaiions 

ill) Depreciation is provided on all oiher fixed assets using the straight line method based on the Head office guidelines. 

6) Net profit for the period 

The net profit disclosed in the profit and loss occounl is alter provision for taxes on income in accordance with statutory requirements 

Schedule 18: Notes Forming Part of Accounts 

1) The Bank has taken effective steps to deal with the year 2IKK) (Y2K) related issues The mformation technology systems and other equipment 
in the Office is Y2K compliant The software used for Lore hanking application is tested and certified to be Y2K compliant. The bank 
also has an effective contigency plan to take care of any failure in future In view of the above the bank does not forsee any possible 
nsk in this regard 

2) Investments (Rs in Iocs) 

As on As on 

3_I 3 99 ^3,98 

Gross value of investments in India 2,050 2,5.50 

Less Depredation 9 _ 17 

Net value of investments in India 2,041 2.533 

Pursuant to Ihe RBI directive doted March 30, 199‘) the exie.ss provision for depredation has been wntlen back to the revenue account 
by credit to 'Provisions and Contingencies' The ainouni written back has been transferred, oy appropnalion, to the Investment Fluctuation 
Reserve [su; note 4(iii) (c) below] 

3) Loss for the year on levduation of outstanding forwaid tmeign tuirency contracts Rs 78,890 is fully covered by Ihe available provision 
for such losses and Iwnce not recognised in the Prolit and Loss account 

4) Disclosure as per tenns of RBI circulars 

i) Capital adequacy ratro is 39 per cent (previous year .30 per icnt) 

II) Percentage of net non perfonmng assets to net advames is 10 51 per cent (previous year ml) 

iii) 'Provisions and Contingencies' as charged to Prulit and Loss Account for the year in respect of 

a) Income Tax - Rs 237 97 lacs 

b) Non-performing assets Rs 93 62 lacs 

c) write back of excess depreciation on invcstiiu.iiis H lacs (previous year depreciation on investment Rs 17 lacs) 


iv) liusiness Ratios For the For the 

year ended year endetl 
31 3 99 31 3 98 


i) Capital Adequacy Ratio ... 

Tier I Capital (per cent) 39 30 

ii) Capital Ad^uocy Ratio 

Her II Capital (per cent)* Nil Nil 

ill) Interesl income to working funds (per cent) 12 45 14 4 

iv) Non inlcreal income to working funds (per cent) I 12 I 56 

V) Operating profit to working funds (per cent) 5 12 6 29 

vi) Return tm assets (per cent) 2 70 3 32 

vii) Business (average deposit plus average advances) per i-niployce (Rupees in lacs) 932 57 1.048 63 

viii) Profit per employee (Rupees in lacs) 26 47 38 29 

* ftretiuagt ft mot muttrlol 
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THE sinm tommaiciii niiM p.t.i. 

(Head Office SCB Park Plaza, 9 Ratchadapi&ck Road, 
Chatuchak, Bangkok-10900) 

INDIAN BRANCH 


Report of the Auditors 


Wc have •iudiied the attached Balance Sheet of the Indian Branch of The Siam Commercial Bank av at 31st March, 
1999 signed by us under reference to this report and the relative Profit and Loss Account of the Branch tor the 
year ended on that date. 

In accordance with the provisions ot Sei'tion 29 of the Banking Regulation Act, 1949 read with provisions ot sub¬ 
sections (I), (2) and (SI ot section 211 and sub-sectiun (S) of section 227 of the Companies Act, I9S6 the Balance 
Sheet and Piofit and Loss Account together with the notes thereon are not required to be and aic not drawn up 
in accordance with Schedule VI to the Companies Act, 19S6. The Accounts are therefore, drawn up in conformity 
with I'orms A and B of the Third Schedule to the Banking Regulation Act, 1949 

Wc report that 

a) We have obtained all the 'ntormation and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

h) Tile transactions of the Branch which have come to our notice, have been in our opinion, within the powers 
of the Indian Branch of the Bank. 

c) In our opinion, propei books of account, as required by law, have been kept by the Branch so far as it appears 
from our examination ot those books, 

d) The Balance Sheet and Profit and Loss Account ot the Indian Branch of the Bank dealt with by this report 
are in agreement with the books of account, 

e) In our opinion, and to the best of our information and according to the explanations given to us. the said 
accounts read with the notes thereon, give the information required by the Companies Act, I9S6, in the manner 
so required tor Banking Companies and on such basis the said Balance Sheet gives a true and fair view of 
the State of Affairs of the Indian Branch of the Bank as at .list March. 1999 and Profit and Loss Account 
gives a true and fair view of the profit of the Indian Branch for the year ended on that date. 

for M P Chitale & Co. 

Charteicd Accountants 
Sd/- 

UDAY M. CHITALE 
Partner 


Mumbai. June 17, 1999 
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MONEY MARKET REVIEW 


EPW Research Foundation 


Liquidity Leads to Fiscal Lethargy 


The abundance oj liquidity has meant that man\ public sector 
* undertakings and even munitipalities have been seeking fundt Jrom 
the batiks without attempting to mobilise revenues and obsen'e 
financial discipline. This may eventually give rise to strains in the 
fiscal as well as the financial sectors. 


I 

Financial Sector Backdrop 

THE current comfurl in abundunce of 
liquidity, a Icature now being ohscrvi d for 
the past three years, t.nntains a gcim of 
tremendous potential strain on fiscal as 
well as linancial sectors Pirst. the easy 
availability ot lunds with the banking 
system has enticed many public secloi 
undertakings including municipalities to 
look lor boilowed iunds and thus obviate 
the compulsions ol revenue mobilisation 
Hanks have also touinl this an e.isv wav 
out in a situation when' they aie Mush with 
' iunds but aie reluctant lostiainthemseivcs 
to expand tlieir loans poi itolio Hence, the 
bulk of Hie banks' incieinentui assetsdui ing 
the past thn-e years have been in the form 
ot investments in sovvieign papei as well 
as bonds and debentiiies ol RSUs and 
private coiporate entcipnscs Apart trom 
the goveimnent’s laige fiscal deficit and 
consequential horiowtngs, the fiscal 
lethargy is also reflected in the starving 
ot budgetary resources for public 
inirasiructure piojects at the centre, state 
and local levels Almost all of the public 
sector bodies involved in such piojccts 
now look up to the banking industry to 
serve as the soutce ol finance In itself this 
need not be an unhealthy development, 
particularly if it intrcxiuces better tinancial 
discipline amongst the user units But. 
there IS no guarantee ot it and there arise 


a number of other objectionable features 
First, the private placement route adopted 
for such honcLsrunscountertoall principles 
ol financial di.scipline. Second, the 
di veision of such investibic I unds in favour 
ol parastatal bodies is not ba.scd on any 
.systematic design ot lunds deployment; 
It IS a casual cKcuiiencc ansing out of the 
banks' organisational lethargy and 
recessionary amditions in Indian industry 
Thud, the funds so invested by banks arc 
at the cost ot then commercial lendings, 
puiticularly li>r small and medium 
enteipiises Inadequacy ol bank credit has 
lic-en u lactoi in the current recessionary 
trends in Indian industry hinally. cential 
and state govemments and municipalities 
indulging in unsusiainablc levels of debt 
IS eventually Harmful obviating the 
pressures to put their finances in order. 

'Hie persistent failure of the central 
government to arrest the si/.c of its gross 
fiscal deric.it(GI'D)uflersaclassic example 
in the above lespcct The latest event in 
this regard relates to the further dcleno- 
ration in the ratio of GFD to GDP fur the 
year 1998-99 liom 5.2 per cent in the 
original budget estimates to 5 9 per cent 
in the revised estimates and finally to 6 4 
pci cent in the l.iiest data released as pei 
final accounts As a rc.sult, the GFD was 
higher by Rs 8.54 ^ emre or revenue deficit 
by Rs 5,15b cioie even over the revised 
estimatc.s. As loi the current fi.scal yeat 
l999-200t). while tax collections during 


ApnI-Junc .seem to be on track, expendi¬ 
tures arc uutstnpping targets. The GFD 
now available for April 1999 is placed 
much higher at Rs 16,.535 crore as against 
Rs 12.255 crore in April 1998 or Rs 9,357 
cron; of mortthly average GFD to 1998-99 
'Hiere are already signs of prcs.surcs on 
the financial system likely to emanate 
from the government's borrowing pro¬ 
gramme Though the central government's 
gniss bunowing so far up to July 2, 1999 
(Rs 43,b30 ciore) has ciosscd the last 
year's level (Rs 41,130 crore). the bor- 
rewing in the lest of the year is likely to 
face some hurdles A ma|or hurdle is likely 
to be the insullicieiicy ol bunks' lendable 
resources due to induced deposit growth 
Theic has occurred some deceleration in 
the growth of aggiegute bank dcpo.sits 
(though accurate figuies are not known' 
due to .some statistical aK'iiations in the 
latest banking data) Last Iiscal yeai, bunks 
had made a large Rs 35,414 crore aildt- 
tional ms estment in .SLR securities, which 
was possible because ol Rs 17.945 cioie 
detxisits accrued from Resurgent India 
Bonds(RIBs) Banks have already invested 
Rs 22.468 croie additionally m such 
si'cuntics this yeai so tai and it is unlikely 
that they can funnel in anothci Rs 2().(XX) 
croie 111 such investments m the rest ol the 
year as they did last year Also, hitheito 
the RBI has been able to initially absorb 
a sizeable part ol market bonowings 
thmugh devolvcmcnt or private placement 
and then sell them to the market thmugh 
open matkei opeiations (OMOs) because 
of the liquid position of hanks, hul this 
situation may not prevail m the second 
halt of the cunent fiscal yeat when hank 
credit begins to pick np ('ombiiied with 
the various souices ol stiaiti on the fiscal 
situation, the emerging liquidity constraint 
may ad vcrscly at feet ml ncstructure protects 
and hurt the incipient lecovciy pnv.'ss m 
the real economy. 


Tabu I EsnMAiroFiowoi Liuii'in if.m the Financiai .Svsn m imiwm. Ji sr IWI 


<Kiiftef \ I lull I 


Week Bnikd _ 18 It 



Inflow 

Outilow 

Net 

Inflow Outfliiw 

Net 

Inflow Outflow 

Net 

Inflow Oiitllow 

Net 

Aui'iions and Kcdciiiplinns 













i4-day T bills 

ISO 

K(MI 

-650 

178 

400 

-222 

98 

150 

52 

SO 

178 

128 

*l|-day T bills 

so 

46S 

-4IS 

ItX) 

600 

Six") 

140 

394 

254 

78 

181 

-101 

l82 dayT blits 


nil) 

-100 





KM) 

100 




364-day T hills 



- 

1 

* 

22.S 

-223 

- 


- 


SIM) 

5IHI 

Government secuniiei 



- 

- 

.SIKH) 

-5000 

1691 

5000 

1.309 




Coupon Payments 

796 


796 

510 

- 

510 

792 

- 

792 

452 


452 

Advance Tax Payments 

- 


- 

- 

2S(M) 

-2.500 

- 

- 

- 




Net Foreign Assets (Van.aion) 

240 


240 


587 

-587 

609 


609 


1?6 

126 

Total 

12.16 

1165 

-129 

789 

9312 

-8523 

33.10 

5644 

-2314 

580 

1385 

805 

Memo Items 













Open Market Opeiations (RBI) 



- 

- 

- 



1051 

1051 


2842 

2842 

Rtpns by RBI 



- 

- 


- 

1 

1 

0 


1 
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Graph A Daily Top-End Quotations op Cau 
a Monfv Rates. June 1994 
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Graph B Spot Quotations for the US Doixar 
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II 

Cali and Forex Markets 

With the underlying situation of ample 
liquidity, the overnight call market 
generally remained stable during the 
month, but in re.sponso to speciric factors 
such as the border conflict, the inflow of 
liquidity thnxigh seciinty redemptions, 
and outflow due to advance tax payments, 
the overnight rates fluctuated though within 
a narrow range. Feaiing escalation of 
border conflicts, the call rates had fluctu¬ 
ated in a wider range of X .SO to 9 .^0 per 
cent in the la.M week of May. but on 
liquidity easiness, they fell to 7 90 to 8 50 
per cent in the first week of June In mid- 
June. however, the rates Imncd up again 
to 9J9 25 per cent due to liquidity strain 
on account of advance lax payments to the 
extent of Rs 2,500 crore (Table 1) .Subse¬ 
quently. with adequate tunds in the market, 
the call rate ruled lower in the range ol 
7.85 to 8 I Opcrcent thi oughout the second 
fortnight (Tables 2 and .3 and Graph A) 

The forex maiket. on the other hand, 
witncs.sed considerable pressure, with 
sentiments swinging hetween optimism 


and pessimism over the Kargil issue In 
Its midst, on June 6. the rupee hit a new 
low, falling below Rs 43 to the dollar 
following a reported statement fnim a 
deputy governor of the RBI (hat the central 
bank would not stand in the way if the 
market was determined to push the rupee 
down. This was followed by aclanflcation 
from the RBI on June 10 which, along with 
the news that the II.S had lifted sanctions 
on India, pushed the rupee slightly up 
from Rs 43 02A)3 to Rs 43.(X). But. again 
the rupee plunged to Rs 43 15/16 tnggcHi 
by a failure of India-Pakistan talks on 
June 14 There was also a .steady demand tor 
dollars from state-owned enterprises which 
needed to make intere.st payments on their 
loieign exchange loans The rupee further 
slipped and ruled in the range of Rs 43 32/ 
43 36 in the last few days of the month 
followed renewed Icars of an e.scalation 
of the border conflict (Graph B) 
Broadly, the depreciation in the lupce 
was mainly on account of genuine import 
and corpotale demands that had bunched 
up Also, a correction in the dollai value 
of the rupee was probably warranted by 
the inflation and intere.st rate differentials 


Tam I Z DaiiyQuiiiationsoi Highs anu Lows ch Cali Raifs in Pir Ctwr IYr Annum 
.S iMisr .SrAiisiuAi Charaitirisiks 


All Tour June 19‘W 
Weeks Week Ended 

of the 

Mouth 2S 18* 

.Simple Mean 82 87 82 81 7 9 

Standonl Desiaiion 0 4 0 3 0 3 0 2 0 2 

Coefficient of vanuiion 

(peicentagei 49 .3 437 2S 

* iJata for irpoiling Fndiy.s iKF) ate niniiieil 


All Five 
Weeks 
ol the 
Month 

28 

May 1999 
Week Ended 

21* 14 


87 

83 

86 94 

88 

0 9 

OS 

0 8 0 9 

1 0 

10 4 

.S7 

96 96 

114 

Tabll .3 Call Money Raiis 



It isjust that the market took the opportunity 
provided by the latest events to effect a 
correction. This happened despite the SB! 
being an active participant in the market, 
buying and selling dollars on behalf of the 
RBI as the situation arose. Also in the 
three-week fail of the rupee, there was no 
element of .speculation as indicated in the 
margins between the buy-sell quotes or in 
the forward premia. The six-month torward 
premia, in fact, had cased from S.62 per 
cent in the first week to 5.17 per cent by 
the end ot the month (Graph C) 

III 

Primary Market 

Dated Securities 

The government raised a total ot 
Rs I4.6()() crore during lunc 'fhe first 
is.sue of dated .security duiing June was 
lor Rs 5,(MK) crore, oliered on private 
piacemcnt-cum-tap .sale basis This was 
on June 4, when the government piivatcly 
plated with the RBI Rs .3,0(X) crore worth 
of 11 98 percent 2(X)4 paper and Rs 2.(XX) 
cnire worth ol 11.99 pci cent 2fX)‘J paper. 
The private placement was at Rs 102 85 
(I I 24 percent) and Ks lOi 40(11 74per 
cent), respetlively The RBI otfered both * 
(hc.se papers .at the same puce on the OMO 
winihiw the very day Wilhin the lust 10 
minutes ol placing Hie papers on the OMO 
window, the 11 99 per cent 2<X)9 paper 
was sold out as the pi icing of this issu , 
was kiund atti.active m relation to its ruling 
price ot Rs 101 63 

On June 16. the RBI Loiiducted a prite- 
hased auction for a further Rs 5.( K)0 trerre 
It offered to re-issue 12 32 per cent 2011 
.security for a notified amount ofKs 2.(XX) 
crcrc and 12 40 per cent 201.3 security for 
a notified amount ol Rs 3.(XX)crore. Having 
done private placements and on-tap sales 
ot long-dated sccuntics earlier in the t iscal 
year, the RBI was now moie contidenl ol 
offering long-dated paperon auction basis 
The RBI received 120 bids for Rs 2,277 
crore lor 12 32 per cent 2011 paper and 
accepted 97 bids lor Rs 1,730 crore at a 
cut-otfpriccorRsl02 18(11 96pcrcent)' 
Rs 270 crore of the paper devolved on 
primary dealers. The auction for 12.40 per 
cent 2013 security received 148 bids lor 


(Per lehtpei mnuml 
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|999 



2S 

18 (RF) 


4(RF) 

28 

21 (RF) 

14 
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Weekend (Fiidayi 
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8 (X>-8 30 
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8 90-11 SO 

8 25-9 25 


17 (XI-7 7S) 

(5 00-.S 7S) 

(6 10-6 40) 

■ 4 7.S-6 0 

(S 7S.6 10) 

(S(K)-6 00) 

(7 (K)-8 7S) 

(400-6 00) 
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Figures ID parentheses represenl weekly range during similar period last year 
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an amount ofRs 3,869crore. of which 1 i 1 
bids for Rs 3,000 crore were accepted at 
a cutoff price of Rs 101.68 (12.14 per 
cent). Thus, the yields on the securities so 
fu had been lower than those in the 
previous year. 

Next, the RBI offered to sell, again 
through a price-based auction, reissue of 
11.90 per cent 2(X)7 security for Rs 2,500 
crore. The auction was to be conducted 
on July I. Simultaneously, it also oflered 
on-tap saleot 12.30 pei cent 2013 security 
on July 2. The RBI reieived 119 bids tor 
Rs 3,335 crore and accepted 38 bids for 
Rs 1,305 crore at a cutoff price of 
Rs 100 80 (11 74 per cent) resulting in a 
dcvolvemcnt of Rs 1,195 crore on primary 
dealers The on-tap .sale was on par and 
wasclosedonthcsami-day, the RBI raised 
Rs 2.129 85 crore through this sale 

Treasury Bills 

The government raiscdatotalof Rs 2,.500 
crore through auctions of all four types ot 
treasury billsduring June. Of these, Rs 400 
cioie were rai.sed thiough four auctions 
each ot 14 day and 91-day bills, Rs 200 
crore through 182-day bills and Rs 1,500 
crore through 364-dav bills There was a 
steep hike - by 26 b.isis points - in the 
yield of 14-day bills and of 32 basis points 
in the yield of 364-dav bills. Hie yield on 
14-day bills went up I torn 8 35 per cent 
to 8 61 pci cent and that on 364-(Jay bills 
from 10 01 percent to 10 33 pei cent The 
yields on 91-day bills were also steadily 
laiscd from the initial 8 79 per cent to 9 25 
per cent in the last week of the month 
Despite an iinpiovcment in the primary 
yield, the issues ol 364 -day hills devolved 
heavily on the RBI (lee Tables 4 to 7) 


Graph C Annualisso Dau.v I-Monih 
3-MoNni AND 6 -Month Purwaru Premia in 
Perclmtaut hjr the us Doilar by iw 
D oMFsnr Inor-Bank Market for June 1999 



Working Days 

The market attributed the hike in the 
yields on TBs to pnmary dealers who were 
the main bidders in their auctions over the 
past couple of months. During this period, 
there was virtually nomarketinterestin TBs 
astheinvestors' preferencehasmadea deci¬ 
sive shift in favourof long-dated securities. 
As a result, primary dealers have had to 
subsenbe to these papers. The highcarrying 
costs have forced them to bid higher in the 
auctions, and therefore, tire RBI has had 
no choice hut to hike the yields. Volumes, 
both in the primary and the secondary 
markets ol TBs. have significantly dec 
lined over the p,Lst couple of months 

Bonds Market 

Abund.inLc of liquidity, combined with 
the moribund nature ot the equity market, 
continues to ensure buoyancy lor the 
commercial debt market also, as in the 
case ol the sovereign debt market Again, 


Graph D Yield Curves for .364>Dav Treasury 
Bills and Dated Su'drides Day of Maximum 
Transactiuns tJuNF 4) DURING FmsT Half of 
J uNi 1999 
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h\ . a / 
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Period to Malunly in Asiending Order 


it IS the activity in the private placement 
segment that has been dominating the 
bonds market. As pet the data released by 
Prime Database, the lull financial year 
1998-99 wilnc.s.sed a 25 per cent nse in 
the overall mobili.sation at Rs 38,933 crore 
through various issues by 204 institutions 
and corporates Comparable figures for 
past three fiscal years ot 1995-96,1996-97 
and 1997-98 .stood at Rs 10,035 crore. 
Rs 18,391 crore and Rs 30,938 crore, res¬ 
pectively The perennial borrowers, 
namely, all-India financial institutions and 
hanks doniinaled ihc market throughout 
the year and topped the list ol mobiliscrs 
by collecting Rs 18.604 crore (48 |rei 
cent), followed by .slate -level undeitak- 
ings Rs 9,749 crorc (24 per cent), private 
sector Rs 7,426 ciorc (19 per cent), central 
PSUs Rs 3,110 crore (8 per cent) and 
slate financial institutions Rs .314 croic 
(1 per cent) 
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5 47 

818)00 



(-) 

(-) 

(-) 

(-) 


(99 Kfl] 

(5 211 


June 26 

KM) 00 

1 

K)0(M> 

1 

100 00 

000 

99 78 

5 73 

6(M) (M) 



(2) 

(400 00) 

(2) 

(400 00) 


[99 781 

(5 731 


1999 










June 4 

100 00 

21 

3.39 .5(. 

to 

100 00 

000 

99 68 

8 35 

ISO <K) 



(1) 

(50 00) 

(1) 

(50 00) 


|99 691 

(8 09) 


Junel 1 

KM) 00 

13 

1.38 (M) 

II 

100 00 

0 00 

99 67 

8 61 

550 (M) 



(2) 

(300 00) 

(2) 

(30000) 


(99 67) 

(861) 


June 18 

■ O') 00 

16 

281 00 

12 

100 00 

000 

99 67 

8 61 

12(8)00 



(1) 

(700 00) 

(1) 

(700 00) 


[99 68| 

|8 3S| 


June 2S 

too 00 

16 

2)2 50 

0 

100 UO 

0 00 

99 67 

861 

1 KMXN) 



(1) 

(200 (M» 

ID 

(200 00) 


(99 68) 

(8 35) 



Figures in parenthcpcs in cols 3 to 6 represent numbers and amounts of non-competitive bids which are not included in the total 
Figures in Ihu square bra,.kels under cols 8 and 9 icpiescni weighted average pnee and respective yield 
* Bracketed figures in Col 7. it any, relate to (tevulvemeni on pnmary dealers, exclusive of KBI - No hid 
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Graph E Yipi i> Curve »im Dated SECtmmi-s 
Day <w Maximum Transaoidns (Jiinp IN) 
DURINOTHpSLroNDllAII (IP JUNE 199*) 

Dated ScLunlies 
(LaM iiijturily in 2018)/ 

y- 


S '”' ^ 164-Da\ Treasury Bills 

’0 . * /(Last inatiinty in June 2(XX)) 

It I 



■ ■ , 1 1 -f . I • ; , 

Period to Maturity in Ascending Order 

The month of June witnessed a good 
number of new issues in the bonds market 
A reported amount ol Rs 3,400 is sought 
to be raised this month through vanous 
issues by dilfcrent typi*s of issuers, out ol 
which over Rs 2.0(K)lior‘( which includes 
.some amount of spill-over Irom Ihe 
previous month's issues) has already been 
mobilised 

Interestingly, among the stale P.Slis 
category, barring two issues, all the issues 
were ol 7-ycar matuiity and guaranteed 
by the respective state governments They 
nevertheless diffca'd drasiieally in then 
coupon rate structuring which ranged tiom 
a low of 12 per cent to as high as 14 per 
cent with YTM varying between 12 3fi pet 
cent and 14 49 per cent. The govemmenl 
ol Maharashtra's MKVDC hit the market 
with the shortest matunty ol 6-month 
guaranteed bond to laisc Rs 2(X) ctorc 
which was lullv subsciibed The i.ssue 
ottered a coupon rate ol 11 50 pei cent 
(This shoit term issik is nonetheless in 
addition to an already existing i.ssue ol 


Rs 300 crore 7-year bond, of which the 
closing date was been extended to June IS. 
This privately placed LAA-(so) rated issue 
otfered I3.S pet cent coupon rate). The 
only issue in the market from central 
government PSUs was that ol Hindustan 
Cables; it was a pnvatcly placed 6-ycar 
bond which earned a guarantee from the 
government ol India The si/c of the issue 
w'as Rs 35 crore and ottered 13 25 percent 
coupon with YTM worked out to be 13 69 
per cent. Reportedly. Rs 17 crore has 
already been mobilised from this issue 
Inirastructure bonds, panicularly fiom 
the .stales' power sector, dominated the 
market Is.sucs Irom the lout SBBs. vi/. 
MSEB. PSF:B. KSEB and Sikkim Powei 
Development Coiporatum proposed to 
collectively laisc Rs5 lOcrorc from 7-vear 
bonds The lowest intcicst rale ol 12 per 
cent wasoiterL'd by MSEB. whemas KwSE.B 
ottered 13 75 per cent and PSKB 13 .15 
per cent For the tirst time ever, Sikkim 
Power Development Corporation made an 
incursion into the debt market to raise 
Rs 60 crore (which included Rs 20 note 


as greenshoe option) through 7-year bond. 
This, incidentally, also happens to be the 
first issue from the north-eastern region. 
This infrastructure bond offered 12.45 per 
cent provided the benefits of section 
I(X23G) are allowed If. however, the 
benefits under the said .section arc 
disallowed, then the reset rate of 13.75 per 
cent wouldbc payable half yearly Konkan 
Railway Corporation (KRC) was also in 
the market with an 'on-tap' iO.S percent 
5-ycartax-frcc bonds to rai.seRs ISOcnire. 
The IS.SUC has already collected R.s 120 
crore 

Other P.SII bonds Irom .states (all ol 7- 
yeat tenure) included AP Industrial 
Development Corporation (for Rs 2(K) 
crore at 13 75 per cent), Knshna Bhagya 
Jala Nigam (Rs 3(X) croic at 13 25 pci 
cent). WBIDF'C (Rs 2(M) crore at 14 per 
lent). Himachal Pradesh .Slate Forest 
Corpoialion (Rs 2(K) crore at 13.75 per 
cent) and Tidcl Park ot the Tamil Nadu 
goveiiimcnt (Rs 85 emre at Rs 13 75 per 
cent) Responses to all these is.sucs have 
been sicadv 


Tahii 6 Aiktidns(II 1X2 Da' Ii'i.'mio IIii' 

Miiouiii III iiiinf lime) 


Date III 

Notilled 

Bids Tenden'd 

Bids Accepted 

SiihscniMion 

('ill oil 

On III* 

Ammint 

Auction 

Amouni 





Devolsed 
on KBI 

PileC 

iRiipeesi 

Yield 

K.ite 

ing (>n 

No 

Face Value 

No 

Face ValiK' 




(Ainoiint) 


1 Amount 1 

(AiiKiunii 

ilVrCenii 

the Dan 
ol Issue 


(II 

(2) 

(3) 


(.S) 

(h) 

(7) 

tX) 

(9) 

(10) 

1*199 










June 9 

1(10 00 

20 

271 SO 

*3 

100 IK) 

0(HI 

9S to 

9 7t 

2(M) 00 



(0) 

Nil 

lO) 

Nil 

(0 00) 

[9S t(,] 

|9 73| 


June 2) 

KM) 00 

19 

149 

IS 

lUO 

0 

*»S .’S 

<) 97 

t(X) 00 



(0) 

Nil 

(0) 

Nil 

to (Mil 

19S tOj 

|9 X6J 



(''igurcs 111 parcnllicsc. in tnls 1 to 6 rcpicscnt numbers .ind amounts of non-sumpclilivc hid' whiih 
aic ni’i iniluded in the total Figures in the square biaskets under lols 8 and 9 npresent weighted 
aver.Tge pose and icspcLtive yield 


Tahii S Ai'inossoi <)|-Dav Triasi'ks Bins 

(Aimiiuit m rupee\ note) 


Date oi 

Notified 

Bids Tendered 

Bids Accepted Subscription 

Cu( off 

(.'ut-ufi 

Ainouni Outstanding 

Aik non 

Amount 





Devolved 

Puce 

Yield 

on (lie Date ot Issue 



No 

F«ice Value 

No 

Fate Value 

on KBI 

(Rupees) 

Kale 

— 

— 





(Amount) 


(Amount) 

(Amount) 


(Per CenO 

Total 

With RHI 

Outside RBI 

<l) 

(2) 

(3) 

(4) 

(.S) 

(6) 

(7)* 

(8) 

(9) 

(10) 

(II) 

(12) 

1998 












June S 

KKKK) 

n 

2S{M) 

2 

2S00 

25 00 

9K 20 

7 .(3 

tl50 (5 

17S 70 

2774 65 



(Ti 

(25 00) 

dl 

(25 00) 

(.50 00) 

(98 201 

17 3.tl 




June 12 

l(X) (X) 

s 

13b (K) 

.3 

56 (M) 

- 

*J8 20 

7 3.1 

3(80.35 

320 70 

3059 6S 



(2) 

(230 (X)) 

(2) 

(230 (X)) 

(44 00) 

(98 2()| 

(7 131 




June 19 

l(X)(X) 

6 

117 (K) 

T 

S6(X) 

- 

98 20 

7 33 

340S .15 

295 70 

3109 6^ 



(1) 

(2S(xn 

(1) 

(25 00) 

(44 (X)) 

(98 20) 

(7 35) 




Jun 2b 

KXJ (X) 

2 

l()S 

2 

100 00 

.. 

98 20 

7 It 

1435 35 

245 70 

318965 



iU 

t to IK)) 

(I) 

(3()(X)) 

- 

(98 20) 

(7 3t) 




1999 












June 4 

KKI IK) 

IS 

I2S(K) 

9 

93 50 

b 50 

97 85 

8 79 

2(i2S 45 

321 70 

2303 75 



(I) 

(t(K) (K)) 

(1) 

I t(X) (X)) 

- 

- 





June 11 

lOUtX) 

17 

131 00 

13 

100 (X) 

OUG 

97X1 

8 *>6 

H25 45 

.321 70 

2803 75 



(1) 

tS(X)IK)) 

(I) 

l5(K) 00) 

- 

- 

- 




June IK 

KX) (M) 

IS 

1.31 SO 

6 

h5(K) 

35 00 

97 X() 

4 00 

3525 45 

306 70 

3218 75 



(I) 

(4(X)(Kli 

(1) 

(4(K) (X)) 

- 

- 

- 




June 2S 

too on 

14 

121 

It) 

9t 50 

6.50 

97 74 

<> 25 

t5(K) 3S 

' 2X1 20 

3219 15 



(0) 

(0) 

lO) 

(0) 


- 

- 





Figures in parentheses in cols t to (i represent numbcis and amounts ol non-tompsiiiisc bids whith are not included in the total 
Figures in the square brackets under cols X ,ind 9 icprcscnl weighted average price and respective yield 
' Bracketed figures in col 7 it any relate to devolvemeni on priniJry dealers, exclusive of KBI - nil 
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IPCl wa» the only all-India financial 
institution that was in the private placement 
segment of the debt market in June with 
three variants of its Ks ISO crore issue 
This issue IS the first one after recent 
downgrading by ICRA. the impact of 
which was seen in a nse in the coupon 
States by -15 basis poinis. but unlike in 
previous issues, all thi> upfront incentives 
twhich ranged between 0 I and 0 5 pci 
cent) have been done away with in the 
recent issue. On offci are .S-yeat, 7-ycar 
and 10-year unsecured bonds with 
annuali.scd coupon rates of 12*), 13 IS 
and 13 40 per cent, respectively. Amongst 
NBFCs. Alpic Finance, was in the market 
with J-year NCD lo i oiled Rs 75 crore 
The lloat uas rated MAA by ICRA and 
oliered a highet rate oi 14 per cent 
The month witnes.scd .some tegular and 
some iniunativr issues from the private 
corporate sectoi, again in the private 
placement segment Notable among such 
issues was the one ttoml,&T which offered 
two types of 10-ycai non-convcitible 
debentuies (NCO) Fiistly, and also lor 
ihc first tunc by any private coiporalc, it 
ollcicd a >eaiiy floating/revolving rate 
^NC’I) wIicFdn the coupon rate lor the first 
year was .set at 11 2 pei tent, and lor 
sub.scqucni ycais. it would be icset 
depending upon ihc picvuiling inaikct 
conditions under the revolving debt 
facility I'ndcr this scheme, the investors 
had an option to sell tlioir papers back to 
l.ArT in case they were not satisfied with 
the inteiesi latc announted by it the next 
year For such relumed debentuies. the 
t oinpany will have to Imd newbtirrowcrs 
The issue si/e was Rs 75 crore and it 
managed lo get Rs 125 ciore by tclaining 
the ovci subscription The second option 
offered a lO-yeai fixed latc NCD at 1.1.15 
pel cent loi Rs 50 cioic This issue also 
collected Rs I25crire thusholh the issues 
^together mopped up Rs 250 iroa* The 
issue was a.s.signed AAA by Crisil 
Reliance Industries (RIL), ttxi, hit the 
market with yet anolhei innovative issue 
On the offer were two vanants of a 5-yeur 
bond' (a) with a put .md a call option 
exeaisablc alter three years at 12 10 per 
cem rate oi imere.st; and (b) with a put/ 
rail option alter three years such that the 
r onipany too will have a call option which 
>1 cancxcrci.se anytime alter one year This 
instrument offered an indicative band of 
12 10-12 20 per cent for book-building 
purposes. The si/x of tlie issue was Rs 100 
r rore, for which the fii st option mobilised 
the same R.s 100 croie. whereas R.s 60 
croie wa.s irmbiliscd again through the 
second option RIL, dose on the heels of 
•..this issue, hit the market with .still another 
issue of a short one-year tenure This issue 


offered 11.2 per cent to raise Rs ISO crore 
out of which Rs 75 crore have reportedly 
been mobilised Indian Hotels very 
succe.ssfully raised Rs ISO crore through 
8-year privately-placed AAA-rated 
secured NCD offenng 12 75 per cent at 
a YTM of 13 16 pei cent. The issue was 
fully subsenbed on the first day itself 
Similar success stones are from Citicorp 
Maruti Finance and Tata Chemicals who 
raised Rs 20 croie and Rs 200 crore. 
respectively While the former came out 
with a one-year NCD and offered 11.5 per 
cent rale ol inteiest, the latter placed its 
5-ycarNCD w ith a better coujion ol 13.25 
per cent. Other issues from the pnvale 
corporate .sector open currently arc from 
Sterlitc Industries and Nirma Ntrma 
on'cred9-monlh sicp-up debentures to raise 
Rs 50 cnirc (which includes Rs 25 crore 
as grccnshoc opiion) Under the scheme. 
9.5 per cent rate ol interc.st is offered for 
the first monih, and forsub.sequcnt months, 
the rate ri.sed hy 10 ba.sts points. The is.sue 
has a pul and a call option at the end of 
each month on a 14-day notice. Sterlitc 
InduNincs pinposes to raise Rs 100 crore 
Uimugh 5-ycar NCD at 13.25 per cent 
Almost all the issues closed m May were 
successful in meeling with the targeted 
amount While some is.suc.s wcic remark¬ 
ably oveisubsciincd. oihen did not lace 
any dilliculties. in view ol abundant 
liquidity in the maikct, to mohili.se then 
funds from investors 
Among the foi theommg issues, SAIL is 
planning lo hit the dome.stic debt market 
lo raise Rs .tOdO croie lor its annual 
cxpcndituie and new voluntary ictircmeni 
scheme (VRS) ilui started rcwnily ALso 
in the line aie (iujaial State Eleetneity 
Board (CiSF.B 1 1*) 1 aisc Rs 2(X)ciorc through 
bonds at 14 {ht cent rale ot return. I'amil 
Nadu Eleeiiicilv Board iTNbB) to collect 
Rs 2(K) croie vcitli a grccnshoc option to 


retmn up to Rs 500 crore, and MKVDC 
for Rs 300 crore in the private placement 
at 13.50 per cent coupon rate 
lAioking at the sudden interest nl 
municipalities in raising funds from the 
market, the government was reported to 
have agieed to provide technical advisory 
services to municipal corporations to 
quantity their assets and revamp their 
accounting standards so as to enable them 
to restructure then linanccs Most ol the 
municipalities currently follow single entry 
sy.stcmof accounting thai dcK*s not account 
lot their assets As such, the credit rating 
agencies tind if ditticult to rate them satis- 
factoiilv for any fund-laising programme 
As a result, municipalities wanting toiai.se 
funds from ihc maikot follow a structured 
obligation and esetow account kind ol 


TaBLI X Kmi TRANSAC IIIINMN(<(tVI RNMI Nl pAM R 
tOnilR THAN wmi IHI KBI), IllNI IW4 

lRui>er\ I run’) 


Repo Fenod 
in Niiiiihei 
ol Days 

Aiiiouiil 

(Rupees 

('lore) 

Range ol liiteiesi 
(Pei ('em 

Pei Annum) 

A Dated Secuiities 


1 

761 

7 10 8 45 (8 05) 

2 

no 

8 75-4 10 (4 07) 

1 

1457 

7(K1 8 75 i8 11) 

4 

70 

8 25 4 (HI ISS71 

S 

2.S 

S 5(1 (8 50i 

7 

81) 

8 10 8 4(1 |8 7|) 

10 

:o 

X 40 (8 40) 

12 

12.5 

4 25 (4 25) 

n 

50 

8 45 (8 45) 

14 

500 

8 15 4 40 (4 01) 

15 

50 

4 IS (4 15) 

16 

15 

X 4(1 (X 40) 

18 

20 

4(H) |4iX)) 

Ul 

120 

4 25.|()(XI (4 811 

44 

10 

10 IS (10 15) 

All Issues 
1-44 

1412 

71K) 10 15 ( 8 441 


H 164 Dav I Bs (All IwucM 


1 14 

8 55 i8 S5) 

r 41 Day TBs (All Issues) 


1 15 

8 55 (8 55) 

Figiuvs in brackets aic wci)dilcd avciage inicKsi rate 


I ARIL 7 AikIIIINS (H 164 tlAY 1RTASUKY Hit I S 

(AttutunI in tu/rres r iiirrt 


Dateol 

NuntWiI 

Bids rendered 

Bids Acwpled 

Suhscnplion 

CllMill 

Cul-oll 

Amount 

Auclion 

AimniiH 

— 

.... 

— 

— 

Devolved 

IVice 

Yield 

Outstuml 



No 

Face Value 

No 

Faw Value 

on KBI 

(Rupees) 

Kate 

ing on 




(Amount) 


(An .Hint) 

(Amount) * 


(l\:rCcnt) 

(he Dale 










ol Issue 

(1) 

121 

(1) 

(4) 

(5) 

(6) 

(7) 

(8) 

(4) 

(10) 

1448 










June .1 

100 

0 

Nil 

0 

Nil 

KM) (8) 

42 62 

7 47 

II686 (K) 








142 621 

17 47) 


June 17 

100 

2 

IDI 70 

1 

1 70 

48 10 

42 61 

7 48 

11717 48 








142 611 

17 48) 


1444 










June 2 

500 00 

17 

658 00 

10 

5(K) 00 


40 64 

10 11 

122(81(81 



(0) 

Nil 

(0) 

Nil 


140 68) 

|i0 2k) 


June 16 

.5(8) (HI 

14 

717 50 

6 

225 00 

275 (X) 

40 64 

1(1 11 

I26IX) (HI 



(0) 

Nil 

(0) 

Nil 


140 64) 

110 11) 



Figures in poicnthrscs in cols .1 to 6 leprescni numbers and amuunis oi non-coinpciitive bids which 
are not included in (he total Figures in the square hrackciv under cols 8 and 4 rcptcscni weighted 
average pnee and respective yield * Bracketed figures in Col 7, if any. relate to devulveineni on 
primary dealers exilusive ot RHI 
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Apwam Taiu SRrwiMii) MAiiitEr Opbiatxim in CovBiNMun' Pafeii RBI's SCL Data 

(Amount m rupert iron) 


Descnpiiuns 


Week anduiK June |W9 Yield to Maluntv wi Achul Trading 


Total for the Month 


2S 

• *111 -TT-- 

i _ 

ol June IVW 


AMT YTM CY AMT YTM CY AMT VTM CY AMT YTM CY AMT YTM CY 


I Trrasury Bills 


A 14- Day Bills 

96 92 

8 14 


162 11 

8.18 


11X29 

7 91 


140 00 

7 88 


517 14 

809 


B 91-Day Bills 

59 10 

871 


86.50 

8S9 


11081 

8 40 


281 88 

8 27 


54U49 

8 40 


C tM Day Bills 

2 GOI Dated Seiurities 

168 45 

1006 


422 05 

to 10 


194 77 

9 85 


632 1.5 

10 06 


1617 62 

1002 


A Consertnl IPer Cent Yi an 
















n:? 

2001) 

15 00 

1017 

12 96 

10 00 

10 76 

12 91 

60 00 

10 51 

12 91 

10 28 

1047 

12 95 

115 28 

1048 

12 94 

It 7S 

. 2001 

178 00 

10 88 

11 56 

85 50 

10 89 

II 56 

184 55 

10 87 

11 56 

146 .50 

10 88 

II 56 

594 55 

10 88 

11 56 

12 TO 

2004 

11665 

11 29 

II 98 

1600(1 

II 10 

11 99 

295 01 

II 76 

11 97 

615 00 

11 10 

II 98 

1186 68 

II 29 

II 98 

Sub-total 

B Regular (Per Cent Yean 

529 65 

II 09 

II 91 

255 50 

II 14 

II 88 

5.19.58 

II 04 

II 91 

771 78 

II 21 

II 91 

2096 51 

II 11 

l|9| 

131)0 

, t999 


- 

- 

- 

- 

- 

15 00 

10(81 

12 89 

70(8) 

1012 

12 TO 

105 00 

10 2.1 

12 89 

M 12 

1999 

- 


- 


- 

- 


- 


52 50 

971 

13 01 

52 50 

971 

1101 

1140 

. 1999 

- 

- 



- 

- 


. 


40 00 

1012 

1119 

4018) 

10 12 

11 19 

13 40 

, 1999 

1.5 (M) 

10 10 

13 21 

25.50 

1019 

1120 

1809 

10 25 

H 19 


- 


.58 59 

10.12 

112(1 

II 40 

. 2000 

476 50 

10 67 

II 11 

75(8) 

10 71 

II 11 

285 50 

10 66 

11 10 

196 75 

10 70 

11 1| 

101175 

10 68 

II 11 

II 64 

. 2tKI0 

145 00 

10 61 

II 51 

65 40 

10 bx 

II 51 

91 20 

10 61 

II 52 

15 00 

l()66 

II 52 

116 60 

10 64 

II 52 

12 14 

. 20011 

18 00 

10 41 

II 96 

10 00 

1019 

II 9.5 

105 00 

1041 

II 95 

18 71 

10 56 

1197 

151 71 

1041 

II % 

12 60 

, 2000 

15 00 

10 22 

12 41 

25 00 

10 27 

12 41 

5 50 

1015 

12 41 

20(8) 

11)4.5 

12 44 

65 50 

II) 12 

1241 

ItgS 

, 2000 


- 


OK) 

10 58 

1125 

40(8) 

10 80 

11 29 

21 IK) 

10 91 

11 10 

61 10 

10 84 

13 2“ 

10 

, 2001 

15 01 

10 85 

10X5 

. 

. 

. 

15 00 

10 85 

It) 85 

5(8) 

1(186 

10 86 

75 01 

10 85 

10 85 

II 47 

2001 

12 84 

10 95 

II 15 

10 00 

10 95 

II 15 

6001) 

10 90 

II 11 



. 

82 84 

10 92 

11 14 

II 

2IM)I 

160 00 

10 86 

II 41 

250 00 

10 89 

II 42 

210 50 

10X5 

II 4l 

191 97 

10 87 

II 41 

834 47 

10 87 

II 41 

12 OK 

, 2001 


- 



- 


15(8) 

10 87 

II 82 

10(8) 

10X7 

II 82 

25 IX) 

10 HI 

n 87 

M «1 

2001 



- 

- 


- 

5(8) 

10 98 

12 69 

15 (X) 

'0 95 

12 68 

20 00 

10 96 

17 69 

It SS 

. 2001 

. 



10 00 

II 02 

12X7 

205 (8) 

II (8) 

12X6 

509 

II 07 

12 87 

?t0(l9 

11 00 

12X6 

It 7S 

2001 

15 00 

It) 94 

It 11 

0 05 

10 82 

|i 10 

2 00 

10 98 

111! 

5 00 

1(196 

11 II 

|105 

l0 9l 

Mil 

11 XS 

2001 


- 

- 

0 16 

1016 

11 11 

15(8) 

1088 

11 21 

5 181 

10 Ml 

ii:i 

20 |6 

II) 86 

M21 

6 50 

2002 

25 00 

lilt 

744 

. 

- 


- 

- 



- 


25 (81 

II 11 

7 14 

II m 

2002 

20(8) 

*11 (8) 

II (X) 

77 (8) 

10 99 

II (81 
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(echniques to assure (he investors. 

While some of the state government 
units debated s(M;uritising their dues from 
the electricity boards, the government 
announced tax-free status ftM- the sccurtiscd 
power bonds floated in lieu of the dues 
owned by state electricity boards (SEBs) 
a M Coal India and NTPC 

Other Instruments 

Rasy call market rates led to incn‘a.scd 
activity in the commercial paper (CP) 
market in the fiist foitiiight ol the month 
The activity levels, however, declined as 
the overnight call market witnessed .some 
tightness CP rates also moved in tandem 
with the call rates As |icr the data released 
by the RBI. the amount of CPs reported 
duiiiig the fortnight ended June 15 was 
Rs l.27)i cn>re and that dunng the next 
ioitnight was Rs 987 ctorc The interest 
rates ranged Inmi 9 10-12 SO pei cent in 
the First period but lirnied up to 9.10-12 38 
in the next fortnight. Data on ccrtilicates 
ol deposit (CDs) wete available only lor 
the lortnighi ending May 7. 1999 On this 
date, the total amount ol outstanding CD 
issues was Rs 3.364ciore while I he amount 
^•'.siied dunng that loi might was Rs 178 
crore 

IV 

Secondary Market 
Dated Saunttes 

I'he market prciciencc tor long-dated 
securities continued hut the effect ol Kargil 


on the foreign exchange market brought 
some uncertainties in the government 
securities maiket This made the .security 
prices widely lluiluate and despite ea.sy 
liquidity, thcie was a sharp fall in security 
prices Thcicasonforthefall wasattnbuted 
initially to tightened liquidity position m 
the middle ol the month on account of 
advance lax payments and later to the 
concerns over expected increase in 
goveniment expenditure and borrow¬ 
ings; .such an itKi(>asc could lead to out¬ 
flow of liquidity Irom the system and 
tirmmg up ol intere.st rates. The market 
even leart'd that the pres.surc on the rupee 
might lead the RBI to tighten liquidity. 
Tlic tall in .sei ui iiy prices in mid-June was 
to the extent ol IS-2U paise in long-dated 
ones. 

Towards end June, it was reported that 
.some loreign and pnvate banks neces¬ 
sitated by their internal compulsions had 
turned sellers in the securities market At 
this time, on one single day the prices ol 
long-ilated .sccunties lell by as much as 
to 40 paise 'Fhe RBI was reported to have 
made some buying enquiries in the market 
that not only Finned up the paces somewhat 
hut also stabilised tiiem The lall in the 
piiees, in lad should be attnbuted to the 
excessively long positions (hat (he market 
was sitting on and to an overdo.se ol 
government seinitlics in June Overall, 
the secondary transactions in dated 
securities were slightly ol a lower order 
in June as compared with those in May 
(Appendix I'uhle) As a result ot the sharp 
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fall in the paces of long-dated sccuaties, 
the yield curve exhibited a .steeply rismg 
trend t Graphs D and R). 

TBs 

Then* were considerable volumes in the 
.sccondarymaiketfortrcasutybills Popular 
among the bills were the 364-day paper 
which traded lor Rs 4(X)-6<X) crorc every 
week barring the week ended June 25 
when the volumes in this paper Icll to 
about Rs 183 crorc Trading in 182-day 
bills was yet to pick up 

OMO and Reptn 

The OMOs in the first week ending June 
4 weic lo the exicni ol 2,861 crorc, of 
which R.s 2.(KX) crorc were through sale 
ol 11 W pel cent 2010 paper offered on 
OMO window as soon as the govern¬ 
ment privately placed it with the RBI The 
RBI subsequently sold securities woali 
Rs 892 ciore for the week ended June 11, 
Rs 37 ciore lor the week ended June 18, 
and Rs 7 crorc during the week ended 
June 25 

'I'he lixed rate lepo auctions conducted 
daily bv the RB! tailed to evoke any 
avsponse barnng one day from the market. 
On June 7. the RBI leccived and accepted 
one application for Rs one croie I'he call 
lates being at 8-9 pei cent levels, there was 
understandably no interest in the icpo 
auctions ot the RBI However, the repo 
transactions outside the RBI remained 
icasonably high (Table 8) 

Bonds 

The secondary market lor eorpoi ate debt 
was quite buoyant during lune Though 
activ ity was confined mainly to slu'ri and 
medium-dated papers, volumes in 
sec'omlaiy maiket loi lorpoiato debt 
iMca'u.sed .signilitaiiily The activity was 
also well-spn’ad across all instruments 
such us, dehcntuies, tax-licc and taxable 
PSD bonds and eonimercial paper 
However, while activity in tax-lroe-bonds 
fell in June, that in taxable bonds me roased 
somewhat (see Table 9) 

Other Instruments 

The secondary market iii C'P was quite 
uphc.it Volumes in CPs in the- first fortnight 
of lune doubled compared with the 
pievious foaniglit Ac'ivity, however, was 
confined mainly to CPs with residual 
matualy ol 90 days Rates foi P1+ papers 
ol approximately 30 days maturity were 
quoted with a range ol 9 30-9 35 percent 
Rates lor papers with maturity of 45-90 
days quoted in a lange o( 9 45-9 90 pei 
cent levels 

(V PPijsanih. KaliqL Ansan.ChcrylMascaronhas 
ami Dipti Pankh wviv actively involved in the 
pa-paiatKiii of this iiule] 
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COMMENTARY 


Options in Kargil 
Half-Forward Policy 

Anirudh Deshpandi: 

An adventurous Jorwanl policy involving either the crossing of the 
IjoC, the permanent occupation of high peaks or even the ‘liberation ’ 
of PoK, urged by some right-wing politic tans, should be eschewed in 
favour of exercising military caution and bringing greater 
internatfonal diplomatic pressure on Islamabad. 


IT .sirnic the war in the Katgil-Batalik 
sector IS, Ittr practical puiposcs, over I<m 
the time being Howcvei. while it lasted 
ami threatened to geHtanslormed into a 
pnnracted war ovei lold wastelands it 
made several things eleai about this third 
woild subcontinent and its ideologically 
moribund ruling classes Right liom the 
beginning ol the episode when the 
int rusions w ei e 111 St del ixled and the Indian 
army began lotaliating the hawkish nature 
oloiii ruling elite and then lepiesentatives 
began asseitiiig itscll Several experts, 
including lormer generals, wanted the 
Indian army locrossthel.o(’ inlhe Katgil- 
Batalik sector almost in hot pursuit ol the 
Pakistan backed mcicenaries in the 
Pakistan occupied Kashmir (PoK) In 
saying so these woithies lot got imporlanl 
lessons ol military history Ovciwhelmed 
by the coniempoiaiy nationalist leivoui 
sweeping India Ihc'^e patriots clearly 
ovcrliKiked the lessons ol war recounted 
in the inlormed wotks ol Clausewit/, Mao 
and Giap These militarists, whose voices 
continuetuixhoin the intellectualcomdors 
ol New Uelhi, also foigel that no army in 
history has ever sustained an offensive lor 
a considerable length of time at the heights 
mcaptuiedby the Indian ainiy inthe Kargil- 
Batalik area at enormous and apparently 
unrealistic costs While analysing the 
Kargil like situations in history and am ving 
at rational conclusions there is every need 
to remembei in detail the late sullered by 
the best armies in mountainous terrain and 
extientc wintry conditions Almost every¬ 
one aware ol the demise ol Napoleon's 
Ciiand Aimy and Hirlei’s Wehrmacht in 
Russia knows what sn< >w and cxa*me sub¬ 
zero tcnipciatuies can do ‘crack’ taxips 
and elite mountain di v i sums In tin s context 
the call tor caissiiig die la>C, a demand 
which might easily aiisc in lutuie given 
the tenuous nature of peace between India 
and Pakistan, should axeive a caadul 
response tiom cttiics as well as Indian 
policy-niakc.s Ilio ullia nationalist 
demand should be discouraged tor the 
reasons and the ground a'ahtics ol I auiticr 
wailare mentioned bt'low 


Firstly, crossing the LoC in the Kargil- 
Balahk sector ol Kashmir would have, in 
el led. meant the invasion of PoK bv the 
Indian army The hawks might consider 
this morally correct but its consequences 
would nut have lustilied it Consideiiiig 
the support India's policy of restraint 
received at the international level in Us 
light against the terrorust in Kargil (he 
imprudence ol crossing the LoC' cannot 
be highlighted moic However, it and when 
the Indians would have invaded PoK 
inieinational opinion might not have 
remained as sympathetic to New Delhi as 
It finally appeared throughout the Kargil 
crisis In the event ol Indian lorces 
penetialingPoK international andspcxially 
(he Aiiieiicun-led western opinion might 
have veered around to treating India anil 
Pakistan on an equal looting once again 
Secondly, the violation ol the I ait ’ by the 
Indians could, given the precai lousness ol 
the political situation in Pakistan, have led 
to a full scale war between the two 
counliies Had tliat happened it is quite 
likely that the conventional and economic 
asymmetry between the two advcisiiries 
would have ptovoked a desperate nuclear 
first stnke on selected targets in India by 
the mote irrc.sponsihle elements in Islama¬ 
bad Despite the nuclear .sabre latthng by 
the RS.S and their Pakistani counteiparts 
both countiies can ill afford such large- 
scale human and matcnal dc.struction and 
(lie internationalisation ol the subcontinent 
which will inevitably lollowthis madness 
Intellectuals who have consistently ai gued 
the gce’cmment’s case dunng the a\ oidable 
Kaigil coni licl on both sides of the hotdci 
can hardly ignore the nucleat mam- 
testations ol a dec laied Indo-Pak wai 1'he 
Kargil misadventure engineered by 
.sextions ol the Pakistani csiahhshmeni 
shows where the road from Pokhran II and 
rtiagai can periiHlically branch ofl 
Thirdly, had the Indians crossed the 
LoC in violation of military common sense 
and declared wai lor some rciLson did not 
break out what would have happened'.’ In 
that ca.se the conventional military 
pus.sihihtics appeal equally Inghtcningand 


wasteful Specially uaincd and equipped 
Indian units might have penetrated deep 
into the mountains of the PoK in pursuit 
and search of tcrruri.sts to avenge their 
tallcn comrades. The younger and more 
audacious of the officers might have led 
thc'ir men into unknown areas and expen¬ 
sive situations of no return. In the event 
ol the advanccxl units not being pulled 
back in time and winter setting in their 
supply lines would ultimately have been 
severed Indian trcxipscnciicliiig Pakistani 
positions from the othci side ol the UiC 
would have been isolated and eventually 
annihilated cither by bli/7,ards and aval¬ 
anches or the Pakistani Air Force which 
would have been free to operate in its 
territory )ust as the Indian Air Fotec on 
the Indian side of the Ixif' In short the 
iK’avy casualties of the recent engagement 
would have paled into insigiiificaiKe in 
companson with the disastei produced by 
a lorwaid policy on the I,oC even in the 
absence of the nut lean sal ion ol the 
conflict 

.Since a toiwaid policy on (he Lot' lu 
Kashmir appc'ais iiiileasible in the loie- 
seeable I utuie India is leli with two coursc-s 
ol .iclion in the event ol lacing a piotracted 
niouiilaiii war The first is a backward 
polic y which, c otnpouiided w'llh unpardon¬ 
able intelligence failures, was followed by 
India during (he spring ol I'tW This policy 
was nourished by the complacence 
gcneiated by picmier Vaipaycc's optimistic 
bus ride to I .ahore and is responsible foi 
the cuiicnt situation A backwaid nolicy. 
lot practical purposes means the with- 
dtawal of troops from the Kaigil heights 
during wintei and not gainsoiiingthem in 
lime duting the spiing and summer I'his 
leaves the <irmy with no option but to 
continuously engage the enemy with 
artillery in a iutilc defence of the vital 
Srmagar-Ixh highway and depend on air 
power In these circumstances if (he armed 
toiccs ate saddled with a contioversial 
defence minister precxcupied with dis- 
mivsalsand appointnientsof senior otficeis 
then wai prcpaiedncss is bound to .suffer 

Tlic third option is to follow a half- 
loi ward policy in Kaigil from now onwards 
like the one .successlully followed earhet 
by the British on the North Wc.st Fronbci 
agaiast the fiontier tribesmen. In dealing 
with the volatile fiontier tribes like the 
Af ndis the Bntish realiscHl, at ter the failure'- 
in Afghanistan during the 19th century 
that neithci a fc'rward nor backward police 
could be pro! iiably followed in areas wherc 
scsvcreignty was improperly defined. The 
half-forwaid policy - comprising the 
garrri.soning of .selected foils and keeping ^ 
field reserves ready in support of thes.-'! 
outposts - was a consequence of tho. 
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realisation. In Kargil this policy would 
translate into the following with obvious 
military advantages. Hits summer, without 
trying to completely undo the intelligence 
failures of 1998-99. only those positions 
which can be won with a minimum loss 
of life should he captiiicd. Since jawans 
,ind young officers cannot be endlessly 
treated as cannon fodtlcr, and nationalist 
ardour canmit be taken lor granted, the 
higher points could has c been deliberately 
left in enemy possession and at the mercy 
of the winter and lAI* from Octohci 
onwards Next spring thc.se 'softened' 
positions could have been physically taken 
with less dilliculty Alter that the puKcss 
ol occupying tactically advantageous 
heights during summer and .successfully 
retaining them during subsequent sum¬ 
mers could have continued till negotia¬ 
tions conclusively dcluscd the vtar-like 
situation. 

In the long run il the I'akisiam army does 
not abandon its polics infiltration in the 
Kaigil-Balatik sector to inlluciice events 
in Ladakh and Kasliinii our hawks, in 
lesponse. might .idvoiate a .Siachen-like 
nceiipation ol lieigliis iiiespective ol 
human and material ci ists tn ved ved in doing 
at h seems a debate on this is going on 
111 the olticiat Indian defence eiri les (rclei 
to an inleisiew ol (ieorge l'crn.indes on 
DrKirdaishan telecast on Jilt) 12) Piohahly 
a Siachcn-like occupation of the Kaigil 
mountains IS pieciscly what the Pakistanis 
want III Older to impose heavy cconumie 
buidens on the Indian military and 
simultaneously bleed the best regiments 
ol the Indi.iii army. II the ItK'us of the 
Indian military shifts entiiciy to Kargil, 
Hatalik and .Siac hen and the infantry is tied 
down theic the sttalegn reserves elsewhere 
on the border might weaken In the ISPs 
advantage Sensible politicians and 
gencials cannot allow that to happen 
Hence an adventurous foiward policy 
involving cithei die ciossing of the LoC, 
the permanent occupation ol peaks above 
I .S.IXX) Icct or even the ‘liberation' ol HoK 
urged by some righi-wing politicians 
should he csclicwcd in I avourol exercising 
military caution and bringing gieater 
mtcinalional diplomatic piessutc on 
Islamabad. With Shanf s vVa.shington s isit. 
the joint Shanf-f'linton declaration and 
Ihec'ffortsof Pakistan's hcleaguercdprime 
minister Indiacan close the Kargil chapter 
on Its terms without too much effort only 
il Indian leaders match the good work 
done by their armed forces so tar. 

However in the intciest of winning the 
peace in the .subcontinent hawks advo¬ 
cating forward policies even in the poliucal 
and economic realms should be disproved 
wherever pos.sible At all lull day .scniinat 
on Kargil held recently at the picstigious 
Nehru Memorial 'ubiary (July 9, 1999) 
the mood was petce)Hihly hawkish and 


there was some talk of 'categoncaP 
respon.scsto Pakistan, imposing destnictivc 
costsol wai on Islamabad andeven waging 
economic wat f are against it. An argument 
based on the l.u't that India at the moment 
commands a forex reserve ol 30 billion 
dollars coinpaied with Pakistan's one 
billion dollars implied that New Delhi 
could easily im ica.se it del cncc expenditure 
(currently at a lm\ ol 2.3 per cent of the 
GDP) b) at least I per cent more ol its 
GDP salelv Drawn into competing with 
this additional spimding Pakistan would 
collapse. Bui suppose the morcsoons start 
lading liom nest ycai onwards'* How 
conlideni will the Indian economy appear 
then with loixl impoils consuming a large 


I'HH govemineiil ol India has laid down 
three eunditiniis lor rcsumpiion ol talks 
with the goveinment of Pakistan 
V ilhdrawal ol intruders by July 16, 
le.dtnniation ol (he inviolahihty and 
sanctity ol die Line ol ControKUiCliUnd 
ending sponsoiship of cross-hordci 
tenotisin This hardening of GOPs .stance 
IS more a negot i at i ng position than anything 
else By icstiiie iiiicicar weapons in May 
1998, ostensiblv lo impmve the couniiy's 
secuniy the C!(>1 had alrcady lent the 
inteinalional hiisybodies a legitimate 
excuse lo mlei\cue In May 1999, GOlin 
a panic lea. lum appmached the IkS to 
prevail on P.ikixtan lo pull hack Having 
done this, the chances ol wnggling oiii ol 
talks appe.us i emote because the choice 
IS to tesume l.ilks uiidei international 
pressure or not Plieic arc two courses 
available to the (lOl ItcanchcMisclocany 
on with the nivili that the vacation ol 
‘armed intrusion' from the Kargil scctot 
of the LoC IS a military victory over 
Pakistan and (here is, thcrelore. neither 
any tcaung hiiir) to resume dialogue nor 
any reason toi lolling back the regime ol 
military suppression ol the Kashmiri 
movement Oi ivknowlcdge that even a 
‘limited w,ii' over disputed inhospitable 
icmloiy aequiied in 1971 can trigger a 
wider coiitiu't and allow the jingoisls 
to uppe the tine including advocating 
nuclear annihilation ol the ‘enemy’ thus 
necc.ssitatmg the need lor dialogue Alvi 
‘cioss-border lei ronsm' must form part ol 
the agenda lot dialogue rather than he a 
pie-condition because il i,s a fallout ot the 
1 l-yem'old insuigcncy in Kashmir. While 


proportion ot the forex reserves. Mercifully 
.some oi those* pre.scnt drew our attention 
to the possible ill-el feels ol a disintegrating 
Pakistan on India, refugees, spurge in 
narcoleminsm and nuclear proliferation, 
etc I'his meant that sane voices still remain 
strong despite the unneccs.saiy bloodshed 
in Kargil and its cmotivc-hysicrical 
outcome at the national level However, 
despite the giowing strength of tlic voices 
urging moderation and peace, .schokirs 
devoting then lime to this unfortunate part 
oi the w'orld in luliirc will have little 
hesitation in concluding that at least here 
war IS too serious a mattei lor generals to 
handle and peace loo diliicult a pri/c lor 
politicians to win 


wai hysteria demonises the adversary and 
blurs all difftienees, the struggle belween 
leaction and denuKiacy in Pakistan is as 
real and vital as here m India Howuvci. 
lot the dialogue lo have any meaning the 
two dimensions of the issue bedevilling 
relations between the two neighbours must 
be unilersUKid Thcie is the icmloiidt 
dimension ot the dispute that dates hack 
to 1947 forownershipoi Riyasat of Jammu 
and Kushinir And the other is the more 
lundumenlal issue ot the aspiiations of the 
people ol Kashmir 
While intet national opinion demanded 
fnmi the government of Pakistan the 
vacation of the aimed intru.sion in Kargil. 
It tioes not mean that tins opinion is 
convinced ol the legitimacy of Indian 
claims over Jammu and Kashmir On the 
contrary intei national perception no, only 
desired delusion ol conllict between Ihc 
two nuclear weapons power il is convinced 
that the Indian military is suppressing a 
people’s nuivement against tyrannical i ulc 
It IS diflicult to believe that one can nde 
mughshod over international opinion w lien 
GOI has time and again shown its propen¬ 
sity locomproiiiisc economic sovereignty 
It IS here that the cunenl postuiing over 
Jammu and Kashmir becomes sigiii Meant 
According to the GOI the crux ol the 
matter is Pakistan's proxy wai siiu e 19X9 
However, until 1994-95 Ihc emphasis was 
on alienation ol the people (eiosion of 
internal uuionomy. corruption, ngged 
elections, rcprc.ssion) and Pakistan s iii(«ral 
and material suppport for the militancy 
was read withinthiscontext Thecampaign 
that this was pioxy war gained currency 


Demilitarising Kargil: Urgent Tasks 

Gautam Navlakha 

Ensunnf’ the mviolahilit\ oj the LoC tequires two ihinps political 
initiative \iu h as honouring the Delhi Agreement oJ N52 and the 
levival of the draft agreement of 19/ili that envisaged a pull-hack and 
demilitarisation of Siachen. 
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only after 1995-% when a supposedly 
democratically elected government was 
sworn to power li today alienation, popular 
aspirations, and need for democratic 
solution find no reference in any official 
or media comments it is because proxy 
war by Pakistan has consumed everything. 
So much so that an obliging Indian media 
pedals the official line that Pakistan will 
activate 1,500 ‘sleepers' in order to 
'reactivate* militancy The same secunty 
establishment was oblivious of the 
preparations foi the armed intrusion in 
September 1998 and had no inkling that 
It had taken place until early May 1999, 
To believe the very same security 
establishment rcquiics credulity not 
intelligence In other words, it is not the 
reality hut the presentation of reality that 
has changed for the worse Therelore 
‘autonomy’ and the central issue of 
regaining the confidence of the people, 
both are conspicous by their absence So 
much so that the chici minister of Jammu 
and Kashmir told villagers at Stnghpora, 
where houses and shops were burnt by the 
Indian army on November 5, 1998 
following a nunc hLsst. that people should 
reconcile themselves to the ‘prevailing 
situation' It IS anyone's guess what he 
meant by this 

Pre,sumably to crnphasi.sc that the war 
against insuigency is becoming grim, GOI 
last year incieasi^ army deployment by 
20,()0() troops in laiiimu to fight l,50() 


'mercenaries’ perched on PirPanjal range. 
In Jammu region alone this took army 
deployment to 11 brigades. There arc two 
corps m Jammu and Kashmir with four 
orfi vedivisionseach, each division having 
three bngadcs and each brigade between 
3.5(10 and 10.fXX) troops. In addition there 
are at least I 5 lakh paramilitary forces 
Such stupendous deployment, which is 
three times the si/e of the Pakistani force, 
in this /one, is well beyond what is 
necessary to fight 1,000-3,000 militants 
and ‘guest militants’ deep inside Jammu 
and Kashmir, and to monitor the IxiC 
Moreover, the dreaded search and cordon 
operations have once again become the 
norm. It should be remembered that the 
greatest reported instances of atrocities 
against the people, particularly women, 
took place during .search and coidon 
operations during which men aie made to 
watt outside while house-to-house searches 
arc earned out. The bulk of the population 
in Jammu and Kashmir have no confidence 
in India's claim of ‘benign’ rule in Jammu 
and Kashmir In fact even sober inter¬ 
national observors are sceptical of GOI’s 
lationalisations of a brutal war against 
the Kashmiris in the name of combating 
proxy war 

Interestingly, India is opposed to 
continued presence or increase in the 
strength of lINMfXJIP (or anyone else 
including NAM) to monitor the LoC. 
although the GOI never tires of 


complaining about ‘cross-border ter¬ 
rorism*. It is also stridently opposed to 
reduction of uoop deployment in Jammu 
and Kashmir. Now, if militancy had been 
on the decline, and is being controlled by 
‘mercenaries*, while at the same time there 
is a functioning civilian government 
responsive to popular gnevances, what is 
the pressing need for conbnued heavy 
troop deployment? In other words the 
ambiguity about militancy, .sometimes on 
the increase and sometimes in decline 
might benefit GOI in carrying on with its 
military approach to cru.sh lasutgency or 
for rclurbishing it.s sullied image 
internationally, but it is surely not meant 
to ic.sulve or even help resolve the dispute 
now oi in the near future It amounts to 
.shirking responsibility to initiate non- 
militaristic political process meant to 
address the overnding internal cause that 
lies behind in.surgency in Jammu and 
Kashmir and thereby contain if not end 
outside interference. A beginning could 
be made by rcstonng the internal autonomy 
of Jammu and Kashmir Considci that 
during the coui.se of the Kargil imbroglio 
the union home ministry replaced the corps 
commander XV who acts as the head of 
the unified command with a junioroificcr. 
the commander of the Kashtriya Rifles, 
that too without infoiming the state 
government With such an attitude 
picvailing It i.s little wondei that people 
cannot take seriously anv verbal 
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commitment by GOI. A democratic 
solution is a sensible course to follow tn 
case proxy war has overtaken insurgency. 
The simple fact is that wars cantKH be won 
if people are alienated. If, however, the 
intention is to subjugate a people and not 
to regain tlieir confidence then it is an 
.idmi.ssion that GOI has no contribution 
to make to rasolvc the dispute through 
democratic means Tothen accuse Pakistan 
of proxy war in Jammu and Kashmir is 
to cover up the fact that it is GOI which 
IS responsible for the cnsis sparked by 
rigging of 1987 elections, misgnvemance. 
and GOI’s decision to militarily restore 
Its authority And because people’s 
alienation is obscured under the name 
of pioxy war, ithasdullcdoursensihilities. 
and grievous wrong being pciT>etra- 
ted against the people fails to arouse 
pn>te.st At present the ovcmding fear is 
that ‘limited war' in Kargil has made 
attractise the call lor stamping out pioxy 
war which is just a euphemism lor a 
bloodiet miind ol military suppression by 
the Indian iioops 

Pl'-Oll I 's ASfIRAllllN'! 

II the GOI were sincetc it could have 
undermined the tcintonal dimension oi 
the Kashmii issue by addressing the 
aspiiations of the people of Jammu and 
Kashmir 'I'he temturi.il dimension gains 
legitiniasy pretisels because ol the 
Kashmm people' sestr.ingemcnt and desire 
to opt out of India What the GOI diK‘s 
IS |ust the opposite During the Kaigil 
Liisis the union home ministry bureaucrat 
appointed a new head ol the unified 
command who was not only of junioi rank 
tlian his predecessot but they were also 
unhotheied by the need to even consult 
the Natl' mal Clonlercm e government, one 
GOI claims was democratically elected' 
llowdilfcrcnt is GOI from the government 
of Pakistan in the lattei'sdealing with the 
A/ad' Kashmir government'' 

Over the past two decades the Kashmir 
issue has been complicated by the Indian 
government discovenng in early 198()s 
that It has ceased to play a pivotal tnic in 
the geo-political map of central Asia and 
'reduced' to being a .south Asian country. 
'Fhis realisation has kept pace with India's 
ambition to become a regional power. 
Under the British Raj Gilgit and Skaidu 
in the west, and the Karakoram Pass and 
Aksai Chin in the cast were .seen as being 
ol political and strategic importance as 
observation centres to watch central Asia, 
Xingjiang and Tibet. However partition 
meant a loss of the western areas to Pakestan 
and in the ea.st, Aksai Chin to China That 
IS why Indian militarj hold in the Shyok 
and Nubra valleys in Turtuk, Siachen in 
tiK area of the Karakoram Pass were 
considered vital. The occupation of north¬ 


western areas oi Ladakh by Pakistan was 
seen as precluding a direct overland route 
between Afghanistan, central Asia and 
India. This was corestdered a major strategic 
setback by the GOI. However, between 
1947-83 there was no overt articulation of 
the need to change this ground reality. By 
the 198()s GO] shifted tack and approved 
‘Operation McghdiKit’ tooccupy Siachen 
The idea was to bnng Indian troops closer 
to Karakoram highway and to presumably 
acquire land access to central Asia. The 
GOI has of course also advanced the 
argument that just as in its border dispute 
with China it follows the ‘pnnciple’ of 
natural water>hed as the boundary, the 
same applies to Siachen. But discovery 
and applu atioii ol this ‘principle’ was a 
belated ellon and a post facto invention 
Because until Indian military occupation 
Siachin was a no man's land. It had 
remained undcmaicatcd precisely becau.se 
It was of no imjiortuncc and no one wanted 
It since the inhospitable glacier was ruled 
out as a battle ground. So both sides had 
a perlect nglit to romp around in this no- 
injii’s land 

Atlerthc first warof Jammu and Ka.shmir 
a cease lire line (CFL) was drawn under 
the Karachi Agiecnient of July 27, 1949 
which terminated at Khor, NR NJ 9842. 
Tlic agreemcni declared that the CFI. will 
n'li toChalunka- Khor and thc*reafter ‘north 
to the glaciets' The agreement also said 
that the ("FI. vi as to be drawn and verified 
mutually on the ground ‘so as to eliminate 
any no-man's land' This was not dune 
In tact even m 1972. alter the .Shimla 
Agreement, when the CFL was changed 
to LuC' and lealigncd m many places and 
Indian aimy \s as m a position of advantage 
and could have dictated the alignment of 
IjnC beyond N1 9842 they did not do so 
'lliis area iem.imcd undchneated precisely 
because neithoi side considered ihis area 
of any strategic significance So much .so 
that the then external affairs ministet 
Swaran Singh as part ol his statement to 
the Lok Sabha on December 12, 1972 
tabled a document de.scribing the LoC 
Paras C rcleis to Kargil sector and para D 
to Siachen This says that "P'rom there 
(I c. Choibail a) the Ia>C runs north¬ 
eastwards to I'hang (inclusive to India), 
thence ca.stwatds joining the glaciers” 
This IS the clearest expression of the 
trajectory which skirts Siachen and docs 
not move north-west which would have 
brought '.he whole of Siachen and large 
tracts ol land ceded to China under Sino- 
Paki.slan agreement of 1963 including 
access to Karakoram pass under Indian 
occupation As a result somewhere in 
the late 197()s when Pakistan opened 
Karakoram range especially Mt K2 for 
international mmintaineenng expeditions 
that IS when India too began sending 


expeditions to this area In other words it 
is aiound early 1980s that Siachen became 
a .strategic objective Its occupation, 
theicfore, was a gross violation ol the 
Shimla Agreement which without quali- 
ficaUon obliges the two sides nut to use 
force to push their claim or tn unilaterally 
alter the ground situation Lately the GOI 
has coined a new term Actual Ground 
Position Line (AGPL) to distinguish it 
fnim the LoC. Except the AGPL has no 
validity insofar as Shimla Agreement is 
concerned and it is an invention un¬ 
acceptable to GOP 

In 1983 the GOC-in-C of Northern 
Command Lt General M L Chibber and 
Lt General Hooii, Corps Commander of 
XV corps under which Siachin fell, made 
acasc before Indira Gandhi lndo.something 
to stop Pakistan I rom taking Siaclun. They 
pointed to Pakistani mountaineering 
expeditions, although India loo was 
sending such expeditious - includingjoint 
ones with Indian army. However, the 
operation was according to military expeits 
a botched attempt Indian tnmps were 
asked to occupy the Saltom Ridge to 
defend the glacier This proved disastrous 
It was believed that putting up a po.st or 
two on the Saltoio Ridge would solve the 
problem aniLlimit the conflict Inevitably 
this invited Pakistani reaction and the 
lighting c.scalaicd There is now deployed 
a brigade plus in the .Saltom-Siachen 
Glacier area, and a bngade to hack up the 
tnmps In addition, large air-cum-logistic 
bases have had to he c.stablished at 
Chandigarh, Lch and Thoise (airfield). 
Significantly, more soldiers die due to the 
inclemental weather and the high altitude 
than from exchange of lire 

What ail this means is that GO] has to 
da ide whether persisting wit h its ambition 
tn play a role in central Asia requires a 
presence in .Siachen Docs Siachen in 
anyway provide Indian troops with 
strategic advantage vis-a-vis Pakistan or 
in the remote future vis-a-vis China*' On 
all these counts the answer would be 
unamhigiously tn the negative In fact this 
adventure cxtracLs a heavy price from the 
Indian army What conics in the way ot 
a pull-out from here is false pride, and/ 
ot desire to use this as a bargaining chip 
Therefore, en.sunng inviolability of the 
IxiC lequircs twothings- political initiative 
such as honounng the Delhi Agreement 
of 1952 and the revival of the draft 
agreement from 1988 that envisaged a 
pull-back and dc- mi litan.saiion of Siachen 
It would help seek de-mihtarisation ol 
the Kargil sector too before it turns into 
another costly ycai-round presence in 
disputed and inhospitable icmiory The 
alternative is to be pushed into resuming 
dialogue under international pressure with 
all Its attendant consequences. 
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Assessing Crops 
Index Number Muddle 

MPKbare 

An index number oj agricultural growth is used for the overall 
assessment of agricultural growth. In Maharashtra an error war 
made in constructing the index number some 25 years ago, and has 


gone unnoticed. 

IN'economic analysis one often comes 
across otncial data which appear doubtlul 
or incorrect but geneially no further ex¬ 
ploration IS made to pinpoint the inaccu¬ 
racy for fear of running into a dead-end 
However, there arc occasions where one 
can analytically pcncti.ite the official data 
Here is one such occasion This article 
follows the course traversed by the present 
author in locating a basic inaccuracy in 
the above-mentioned index number 
Agriculture in Maharashtra underwent 
a transformation during the sixties when 
sugarcane first came to dominate the scene 
While the test ol agiiculture stagnated, 
sugarcane production increased in leaps 
and bounds I had an i>ccaston to analyse 
the relevant data lot the sixties to captuie 
this transformation ('housing two time 


triennium 1967-70’ and this new senes 
made an appearance in 1974-7S in the 
Slatistual Abstract of Maharashtra State. 
The weights for our eight prominent crops 
foi these two index numbers are presented 
in Table 2 Here we see that sugarcane 
cop has a weight of 7.61 (out of l(X)) in 
I9.^6-S7 base year which has increased 
nearly thrcelold to 21.64 for the index 
number based on triennium 1967-70 
(Hencetorth we shall refer to this index 
number as |ust '1967-70 ba.sed’ index ) 
This really brings out the transformation 
in Mahaiashtra's agriculture ovei a penod 
of about 12 yeais (19.S6-57 to 1968-69) 
Tins comparison of weights is also the 
starting point of oiir enquiry Harlier we 
mentioned a .similaiity in the decline in 
ncc and wheat over the sixties but here 


production of the latter exceeds that of the 
former. For the revised ba.se. adoption of 
a triennium 1967-70 is thus better, avoid¬ 
ing .such anomalies. But again, we go back 
to comparison of nee and wheat crops as 
we focus our attention on the rice crop. 

How could one investigate this puzzling 
reduction in weight for nee analytically? 
Compilation ot an index numtwr is admit¬ 
tedly an onerous task and to take on two 
of them appears really formidable. Be¬ 
sides, 19S6-S7 ba.se year belongs to die 
days prior to the formation of Maharashtra 
as a .separate slate and one has to separate 
data for Maharashtra tnim the erstwhile 
'Bombay state’ including 'Saurashtra and 
Kutch and Gujarat’ Season and Crop 
Reports published by the directorate of 
agriculture give sul ficicnt details to do so. 
But there is an additional difficulty - the 
relevant data are m Impcnul units and not 
in metric units wilh harvest prices ex¬ 
pressed 'per tnaund of 82 2/7 lb’ This 
appeared to he a daunting task Tlie mattci 
was postponed After some thought it was 
decided to considet only the 1967-70 ba.se 
index. a.s, toi these yeuis. the Season and 
Crop Reports arc in metric units, hcttei 
printed and for Maharashtra state only 
If the analysis were to be encouraging 
I9.‘i6-.*i7 data would he tackled as well 
Tabu 1 WikiHImu iMniitiAvi Ckibmok iiu 


points as averages of three moie or less 
'normal' years in the initial pcncHl (incn- 
nium 1961 -64) and at the end ot the period 
(tncnnium 1967-70) this analysis was done 
for eight ma)nr crops ihc results of which 
are presented in Table I Heie we see that 
among tiKxlgrains nee and wheat show 
minor declines whereas major foograin 
crop ol rabi |owar declines heavily but 
with almost a compensating incrca.se in 
the equally iinpoitant khani jowar crap 
Overall loiHlgrams production thus .stag¬ 
nates with an annual compound growth 
rale of |ust 0 07 pei cent per annum On 
the other hand among non-loodgiains fully 
imgatedcropol sugau ane showsa gmwth 
rate of 4 5 pet cent pci annum, cotton just 
I per cent pet annum while gniundnut 
showsadeclineat -3 7.*i percent perannum 
For the purpose of the present analysis, 
wc particularly note somewhat similar 
relative declines in the ma|or crop ot rice 
and a minor tiop ol wheat with their 
gniwth rates of -0 76 per cent and -0.88 
per cent per annum respectively and 
absolute declines of 6<) (KM) metne tonnes 
(mt) and 21.000 mi. ic.spectivelv 
For overall assessment of agricultural 
growth, an index number has to be used 
FbrMahara.shira. the index numberof agn- 
cultural production had a base 1956-.57 
which was revised to ‘average of the 


we sec a substantial reduction in the weight 
for ncc Inim 17 58 to 11 52 and a mild in- 
cteasc in the weight of wheat from 4.34 
to 4 81 Wem the rclaU VC pnees.so unfavour¬ 
able to nee'’ 'fhis appeared a bit puzzling 
as this IS the period in which ncc was m 
<-hort supply in the state A decline of the 
similar order (from 16.92 to 11 45) in the 
weight of kharif jowar in spite ot the gtaxl 
gmwth rale in tiie sixties noted earlier, has a 
valid explanation The ha.se year of I9.56-.57 
IS thomughly inappmpnate for khanf (owar 
The output of khanfjowai is l8,86.(XX)mt 
111 that year to I l.78.(XK) mt of rahi jowar 
but in almost all other years till 1968 69 


l«l) InDLX NiiMHLKS (H AciKII M II'RAI 
PRtMHiniON 


flop 

Wcighls for Base 

19X6:-^- 

Triennium 

Rite 

17 38 

' 1 S3 

Wheat 

4 34 

481 

Kharil |owar 

16 92 

II 4S 

Kahi |owar 

10 S6 

‘>67 

Baira 

S09 

S HO 

.Sugarcane 

761 

21 (vt 

('otion 

12 7S 

843 

Groundnut 

8 18 

9 3S 

Total 

83 03 

82 .S7 


Statistical Abstract of MahanLshtra State, 
Directorate of Gcononiics and .Statistics, 
GovcmilH'nl ot Mahiinis>i,ni 


TaRI l I GKOWTII Ol- PROIIIXHON (H MAIN (!r(H>S IH'KINO 1HI- SlXIII S IN MAIIARASimtA 


Crop 

Average Production in '(KX) 
Tonnes lor the Tncnnium 
1961-64 1967 70 

A in '0(K> 
Tonnes 

Annual Compound 
Growth Rate 
(Per Cent Pet Annum) 

Rice 

1430 

1366 

64 

-0 76 

Wheat 

40S 

384 

-21 

-0 88 

Khorif |owar 

1499 

1708 

209 

2 20 

Rahi (owar 

1673 

14.34 

-239 

-2 .54 

Bdjia 

486 

63S 

149 

4.56 

All Cereals 

.S7S.S 

5798 

43 

0 12 

All Pulses 

844 

829 

-15 

-0 30 

All foodgrains 

6600 

6627 

27 

0 07 

.Sugarcane (Gun 

1091 

1421 

330 

4.50 

CoUon ('IXXI bale,s of 180 kg) 

1210 

1285 

75 

1 01 

Groundnut (pods) 

790 

628 

-162 

-3 75 


.SoulIt Season and Crop Reports. Directniaic of Agnculturc, Maharashtra .State Averages are 


centred on the years 1962-63 and 1968 69 so the growth is over a penod of 6 years) 
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Using the harvest prices data ami the 
pioduction data available in the Season 
and Crop Reports, it was decided to cal¬ 
culate values of crop outputs and examine 
whether the value of ouQiut of rice justihes 
a weight of 11 52 compared to say. a 
weight of 21.64 to sugarcane m this t%7-70 
base index Details of this exercise of 
obtaining values of eight major crops for 
this triennium are presented in Table 3. 

In such an exercise one has to ensure 
that units of output and units tor which 
harvest prices are available match before 
amving at the value of that crop output. 
For nee crop, the output is in terms of ncc 
in tonnes whereas harvest price is for a 
quintal of paddy Rir the triennium l%7-70 
paddy pnees are Rs 82.68, Rs 76.97 
and Rs 73.83 per quintal, giving an aver¬ 
age of Rs 77.83 per quintal of paddy. 
Using pnee data available in the Statis¬ 
tical Abstnu t of Maharashtra State wc 
amve at a conversion rate of 71 per cent 
- I c, 71 kg of ncc IS recovered from a 
quintal oi paddy With this conversion, 
the pnee of ncc pci quintal comes to 
Rs lf)9.62 which appeals in column 3 of 
Table 3. With average (pei year) output 
at 13,66,000 mt the value oi iicc comes 
to Rs 14,974.09 lakh We also require 
similai conversioninc.iscotcotton Cotton 
output is in ‘hale.s of 180 kg' while cotton 
harvest price is ‘pei quintal of raw cotton' 
Raw cotton prices in season and Crop 
Reports average over the three years to 
Rs 119.88 |)cr quintal If one as.sumes a 
lint recovety rate of 1/3, pnee per quintal 
of lint would be Rs 359 63 For a 'bale 
ot 180kg'thispnee would nse to Rs 647 33 
which appears against cotton in Table 3, 
giving a value of cotton at Rs 8,318 19 
lakh. For other crops no .such conversions 
are requireif. 

For our further c.ilculations we focus on 
the sugarcane crop as it draws the highest 
weight of 21.64. Sugan. anc output in terms 
ofguraveragesto 14,21,OOOtonnes priced 
at Rs 140.51 per tonne, giving a value ot 
Rs 19,966.47 lakh This means that per 
unit weight value (ba.sed on sugarcane 
calculations) comes to Rs 922.66 lakh 
This unit weight value must be true for 
the entire' index number. Values of output 
obtained foi variouscropsarethusdivided 
by the per unit weight value and ‘esti¬ 
mated weights' are obtained in column 5 
Companng these with ‘actual weights' in 
column 6, we find excellent agreement 
between the two for all crops except rice. 
Slight disagreement for cotton must be 
attributed to the one-third recovery of lint 
we assume. For rice, estimated wei^t 
■ omes to 16.23 compared with a much 
lower actual ofTicial wei^t of 11.52. To 


explain this discordant note for rice, we 
tried different recovery ratios to no avail. 
Finally wc used average price of Rs 77.83 
per quintal of paddy mentioned at the 
beginning of the present section to value 
production of 13.66.000 mt of rice which 
gives us a value of Rs 10,631.58 lakh 
Dividing by the unit weight value we get 
an estimated weight of 11.52 which ex¬ 
actly matches with the official weight! 
Thus our suspicion of reduction in weight 
for nee from 17 38 m 1956-57 to 11.52 
in 1967-70 ba.se being undue, comes out 
as absolutely correct. Not only this, we 
know that this undue reduction is caused 
by rice being valued at paddy prices. We 
thus analytically establish that a major 
error in calculation of weights for 1967-70 
base has occuned From a weight of 17.38 
in I956-.S7, it .should reduce only to 16.23 
or thereabouts but surely not to 11.52. 

It we want to find out what will be the 
final corrected weights, we have to deter¬ 
mine the extent of underestimation in rice 
value In the first row of Table 3, we have 
ncc value at Rs 14,974 09 lakh whereas 
in the previous paragraph we mention nee 
valued (erroneously) at paddy pnees at 
Rs 10,631 58 lakh. This means that ncc is 
undervalued, accoi ding to our contention. 


to the tune of Rs 4,342.51 lakh. The total 
value of ail crops needs to be revised 
upwards by this amount. Now we know 
the unit weight value in Table 3 is 
Rs 922.66 lakh. This means the (under¬ 
estimated) toul value of all crops (for 100 
units) is Rs 92,266 lakh. Adding the extent 
of underestimation for rice, the 'corrected' 
total value comes to Rs 96,608.51 ideh, 
giving rise to ‘corrected’ unit weight value 
at Rs 966.08 lakh. Using this increased 
unit weight value alongwith individual 
crop values, one arrives at the ‘final’ 
weights which are set out in Table 4. Two 
features of this table may be noted here. 
The whole exercise is based on 71 per cent 
recovery of nee from paddy and adoption 
ot any other ratio would only marginally 
alter the weights. Second, in this table we 
take crop value for cotton at Rs 7.778.02 
lakh whichisdenved from ‘of Haal' weight 
of 8.43 for this crop and not the value of 
Rs 8,318 lakh in Table 3 which is based 
on one-third recovery ratio wc have 
adopted, ot lint to raw cotton Working 
backwards from official cotton weight of 
8.43. ‘official’ recovery ratio appears to 
be 35 65 per cent and wc have no quarrel 
with this ratio Indeed, we have no quarrel 
with any recovery ratio in this analysis but 


Tahix t Vai Ufs ni- Crop Oirmns and EsriMArcb WLKiim IXtaius 


Crop 


Average Average 

Production in Harvest Pnee 
'000 Tonnes Rs/Quinlal 
1967-70 1967-70 

2 .1 


Value 
(Rs i.akhi 


Estimated Weight = 
Col 4 Divided by 
Unit WeighI 
Value* of 
Rs 922 66 Lakh 
.5 


Actual 
Weighi in 
the Oflicial 
Index 


Rite 

Wheal 

Khanf |uwai 

Rabi luwar 

Bajra 

Sugarcane lOni) 
Cotton** 

Groundnut (pods) 

1366 109 62 

384 115 43 

1708 62 03 

14.34 62 0.3 

635 84 28 

1421 140 51 

1285 647.33 

628 135 90 

14974 09 16 2.3 

4432 51 4 80 

10594 72 11 48 

8895 10 9 64 

5351 78 5 80 

19966.47 21 64 

8318 19 9 01 

85.34 52 9 25 

11 .52 
481 

11 45 

9 67 

5 80 

21 64 

8 43 

9 25 

Source Seasim anJ Crop Reports of Maharashtra state 
* For unit weight value iice text 

** Coiluii output IS in thousand bales of 180 kg and price is per bale 

Tabif4 Final Corrsttu) Whohts kw l%7-70 


Crop 

Value Rs Lakh 

Estimated 'Final' Weights - 

Actual Official 

Per Year 1967-70 

Previous Col Divided 
by Unit Weigh! Value* 
of Rs 966 08 Lakh 

Weight 

Rice 

14974 09 

15 50 

11 52 

Wheat 

4432 51 

4 59 

481 

Khanf jowar 

10594 72 

1097 

11 45 

Rabi jowar 

8895 10 

921 

9 67 

Bajra 

5351 78 

5 54 

5 80 

Sugarcane (Oui) 

19966 47 

20 67 

21 64 

Colton ** 

7778.02 

8 05 

8 43 

Groundnut (pods) 

8534 52 

8 83 

9 25 

Total Weight 


83.36 

82 57 


* For this leviscd unit weight value see text 
** Value of collon is adjusted to match official weight of 8 43 
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we lake cxi^pticm to its complete disre¬ 
gard in the case of rice crop. Coming back 
to the Hnal weights in Table 4, we see 
weights of all crops other than rice reduce 
as they must, while weight for nee in¬ 
creases sub-stantialiy. Hws to a greater or 
lesserextenttheentire 1967-70hased index 
number senes must inevitably change. 

Having struck gold, we are encouraged 
togobackto l9S6-S7baseyearandconfitm 
the present analysis and the conclusion 
arrived at. We do not present the details 
which appear a bit repetitive but were 
necessary to be certain in this matter. We 
only mention that similar estimation of 
weights exercise by ‘unit weight value' 
tor 1956-57 works satisfactorily, confirm¬ 
ing our findings. 

Our point is not that a ba.sic error is 
committed. In analysis errors do iKcur and 
no one can claim total immunity Our 
point is that having amved at the new 
weights, the compiling team did not care 
to compare new weights with the old 
There appears to have been a total lack 
of natural cunosity Or having compared 
the two weighting patterns, this team was 
not informed enough to be curious But 
this IS not all. lasers ol the index number 
must also share the blame lor this fault, 
prc.sent author not excluded It is really 
amaxing that for 25 years this fault has 
remained hidden There can be another 
reason for this. In this age of ‘subject- 
matter specialist.s‘ we have cotton experts, 
sugarcane experts and so on but few who 
continue toexamine balance between crops 
or changing crop-mix of state agnculturc 

There is a post-senpt to this The I%7-70 
base index introduced in 1974-75 as 
mentioned earlier, has had a long innings 
and a revision of the base was always 
expected, especially alter 1994 when the 
National Index of Agricultural production 
was revised to the base of 1981-82, from 
itscarlicrhascof 1969-70 Betore finalising 
this article, the present author looked into 
publications to check whether a revision 
ot base for Maharashtra index has taken 
place and found that indeed in 1995-96 
the base is revised to tnennium 1979-82, 
from the publication Economic Survey of 
Maharashtra, by the directorate of eco¬ 
nomics and statistics, government of 
Maharashtra published in March 1996 
Such error, as noted and discussed above, 
has little chance of occumng again in an 
exercise where one looks at productions 
and prices anew A ca.sual look at the 
weights of 1979-82 base index indicates 
a nee weight of 9 49 and an increased 
sugarcane weight at 25 97 Possible. Much 
can happen over a penod of 1 2 years But 
we know the dnil. Season and Crop 


Reports for the three years give an average 
(pCT year) rice output of 21,95,000 mt. 
Average price per quintal of paddy is 
Rs 132.62. Assuming 71 per cent recov¬ 
ery, this would mean a per cpiintal of nee 
pnee of Rs 186 78, giving nee value of 
Rs 40,998.21 lakh. For sugarcane, aver¬ 
age output of gur is 26,52,000 mt while 
average price is 302.13 per quintal, giving 
a value of Rs 80,124.88 lakh. Per unit 
weight value (based on sugarcane) comes 

After the Conflict 

Focus on Kashmir 

J V Deshpande 


WITH the announcement by the Pakistan 
government about pulling out its forces 
from Kargi I sector, one phase of the present 
cnsis in India-Pakistan relations may he 
considered as having concluded Pakistan 
pnme minrstcr had pledged in Washing¬ 
ton, almost two weeks hack, ic take ‘con¬ 
crete steps’ to withdraw the armed intrud¬ 
ers from the Indian side of the line of 
control (LoC) in Jammu and Kashmir. He 
appears to have been succc.sstul in getting 
the chiefs of the armed forces to tall in 
line But no one really expects that this 
will lead to the end of the hu.stilitics in 
Kargil, Drass area. The present Pakistan 
government has unproven, in fact a some¬ 
what suspect record in respect of both its 
will to end the confrontation and its ability 
to control all governmental and non-gov¬ 
ernmental agencies involved. No word 
has come from the ISI as to how it is going 
to act and whether the government is ready 
to control its activities. Yet. there is some 
hope that the latest India-Paki-stan conflict 
will now simmer down foi some time at 
least It would therefore be a good time 
to take stock of the .situation and review 
not only the current crisis but also the 
entire l^shmir problem, both from the 
short- ; id long-term point of view. As 
the Pakistan prime minuster .said till the 
Kashmir i.s.sue is resolved, there will be 
many more such crises Without necessar¬ 
ily agreeing with the solutions he may 
have in mind, there will be no two opin¬ 
ions on this score 

While discu.s.sing the present crisis on 
the LoC, one may as well start by discard¬ 
ing a standard euphemism. There is chronic 
reluctance among many in India to even 
accept the fact that Indian area in Kashmir 


to Rs3,085.2861 hdch. Dividing riceoutput 
value by this gives an estimated weight 
of 13.29. Actual ofTiciol weight is 9.49. 
Paddy price isRs I32.62perquinta]. Value 
of rice output at paddy price comes to 
Rs 29,110.09 lakh Divi^ this by unit 
weight value. This gives a weight of 9.44, 
nearly same as official weight. Although 
worked out, other details are unnecessary. 
The mistake lives. ‘This negligence is 
colossal. This consistency is devastating. 


IS being overrun by Pakistani forces I'Kus 
we see many hclixoidal phiases such as 
‘armed intruders', mujahideens and what 
not being routinely used At least after two 
months ol armed conflict, this fiction of 
'armed intruders’ may be .safely discarded 
F.vcn granting that the media reports can 
be slanted, it is now incontrovertible that 
the LoC in Kashmir was breached and 
terntory on the Indian side of IxiC was 
overrun by forces which were aided and 
.supported by Pak army Whether the early 
intruders were mujahideen or Hurriai 
sympathisers or bands ot fanatic funda- 
mcntalrsts who want to turn Jammu and 
Kashmir into Dar-ul-Islam or just plain 
mcreenanes or even drug peddlers docs 
not matter much I'hey were all logisti 
cally supported by the Pakistani armed 
forces right from the beginning. 

On the face of it. Pakistan would appear 
to have been worsted Purely in military 
terms and in the matter of territory gained, 
this would be so. even though they arc set 
to shed only what was not in tlieir pos¬ 
session in the first place. To have lost men. 
matcnal and face only to pull back to 
where they were some months back, must 
seem like a setback, if not a defeat, to the 
Pakistani armed forces and the govern¬ 
ment. Yet, it is not as if Pakistan govern¬ 
ment has salvaged nothing from its latest 
incursion on the Indian side of the LoC. 
It has succeeded in officially holding on 
to the fiction that the incursions are the 
doing of the Kashmiri freedom fighters 
and Paki.stani army has no role in it. It has 
succeeded in livening up the Jammu and 
Kashmir problem on international scene; 
enough so third parties like the G-8 na¬ 
tions or the US took notice of it. The 


The crisis on the LoC cannot he discussed without considering the 
Kashmir issue, which again cannot he dealt with in isolation but only 
in the context of overall India-Ptdcistan relations. 
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Indian goverament, despite its official 
position of not involving third patties in 
thesubcontinentaldisputes, wascompelled 
to send envoys to various capitals in the 
world and tty to get other countries to 
pressurise Pakistan. The declaration of the 
Pak prime minister about “advising 
mujahideens to withdraw” was made in 
the US capital, after negotiations with the 
American president and not in Islamabad 
or New Delhi. The de>.laration also made 
the valid point that the global powers ate 
now, willy-nilly, seized of the Kashmir 
problem, thus achieving a primary objec¬ 
tive of the mujahideens. Despite occa¬ 
sional warnings, the international mon¬ 
etary aid to Pakistan has not dried out and 
new loan agreements are being discussed 
New mi litary supplies are being contracted. 
Notwithstanding the public declarations 
of the Indian government, it is just po.s- 
siblc that a ceasefire is put into effect 
before all alien armed lorces arc withdrawn 
tiom the Indian side ol the LoC This has 
hapiicned helore It that happens again. 
It will undoubtedly be a gain to Pakistan 

The luling classes in Pakistan have 
gained in another re.spcct also The lale.st 
Pakistani incursions have pmmptly reac¬ 
tivated d vociferous .section ol Indian elite 
into calling everyone concerned to start 
the process of negotiations immediately. 
In the early days ot the conflict, the 
Pakistan prime minister, alter asking the 
"international community to intervene and 
help in the matter”. h.id also called upon 
“all sensible persons in India, persons who 
wish lor Indo-Pak tneiid.ship” to work for 
ending of the hostilities and restoration of 
peace His appeal found a ready re.sponse 
in some sections at least of the Indian 
intellectuals Their clamour for initiating 
talks with Pakistan started even as Paki¬ 
stani forces continued to be in occupation 
ol the temtory on the Indian side of the 
LoC; even before the Indian armed forces 
could organise themselves and launch 
Operation Vijay to eject the armed forces 
ol the adversary The irony of wanting to 
start an immediate dialogue with an ad¬ 
versary who broke international law and 
indulged in armed incursions into another 
country’s territory, who continues to hold 
on to part of that territory, and moreover, 
who ofTicially claims to have nothing to do 
with the conflict, who claims to have no 
control over the fighters near LoC, is com¬ 
pletely lost on these protagonists of peace. 

There can be no greater secular objec¬ 
tive before the citizens of any country than 
preserving its integnty, keeping its fron¬ 
tiers inviolate. This objective surely comes 
before any considerations of religion, caste 
or creed Yet, those in this country who 


have made secularism into their lehgton 
are precisely the ones who appear to have 
reservations about going all out to defend 
the frontiers of the country even the in¬ 
ternationally agreed LoC. The burden of 
the argument seems to be that war is bound 
to bring untold misery to both the coun¬ 
ties. which IS true enough. Therefore, the 
argument go«‘s. India must negotiate, even 
taking the help of friendly third parties 
without hesitation, which docs not follow 
at all. Even while praising the bravery and 
the fortitude of the Indian jawan, there is 
a continuing lament about “how unnec¬ 
essary all this IS. how much it is going to 
cost, the futility of a fratricidal war, the 
common man in Pakistan bears nothing 
but goodwill and brotherly feelings for 
India” But not a word is written about the 
hounden duty ol the present government, 
any government of any country, to drive 
out the aggressors, or the quickest and the 
must effective way of doing this. 

Lack of Policy 

Ibis peculiar .sense of priorities and the 
reasons advanced in its support is really 
part of the general lack of direction in the 
policy of government of India vis-a-vis 
Kashmir problem or more generally on the 
entire gamut ol Indo-Pakistan rcl^ions. 
Slratcgywisc and policywise, the Indian 
government has been always unready to 
face the situation as it develops. For most 
of flic past SO years ot the Kashmir ques¬ 
tion. India has been merely reactive rather 
than pro-activc Much to the .surpn.se ot 
many, the present Vajpayee government 
is acting in no different manner. 

The breach ol the LoC by forces sup¬ 
ported by Pakistani authorities must be 
treated ju.st as what it is in fact; aggression 
by one state against another: no more and 
no less There is a temptation to consider 
It as a continuation of a long history of 
Hindu-Mushm wars, yet another instance 
of the marauders from central Asia trying 
to drive out or convert the local population 
to their beliefs As against this, in the 
minds ol many, any tough action against 
Pakistan is immediately looked upon as 
an anti-Muslim act, as a step against the 
secular nature ot India. 

Actually, anyone aware of the compo¬ 
sition of the numerous governments of 
Pakistan will sec at once that any measures 
to foil aggressive stepsof Pakistan govern¬ 
ment are not only not anti-Muslim, they 
are not even against Pakistani common 
man. Whether it is nominally a democrati¬ 
cally elected government as at present or 
a military dictatorship, the fact is that all 
the levers of power in that country are in 
the hands of a feudal-military oligarchy. 


a nexus-between the old zamindar class 
and the new military establishment. TIUs 
ruling class of Pakistan does not have the 
friendliest of feelings towards India. From 
the time of the creation of Pakistan, it has 
held on to power and its own privileges 
and has us^ it to work against India's 
interests. The underlying rea.sons for this 
animosity arc hardly germane. The point 
IS that the policy ol government of India 
has to he designed taking into account this 
underlying thread in the psyche of Paki¬ 
stani ruling classes. 

There is no doubt that India and Paki¬ 
stan are culturally one and war between 
them is indeed fratncidal. Fratricidal wars 
have been fought before, from the time of 
Cam and Abel and unfortunately will also 
be fought in future It is never clear why 
a fratncidal war is inherently worse than 
a regular war, but one may accept it as' 
such. One may also accept an oft-repeated 
claim that an ordinary Pakistani ha.s f nend- 
I 1 C.SI of the feelings towards India. He 
loves Hindi movies. Sachin and what not 
In what way has this feeling of the ordi¬ 
nary Pakistani manifested in public fora? 
One looks in vain for the counterparts in 
Pakistan of (he secular, leftist forces in 
India to make their voices heard in Paki¬ 
stan, working on that country's rulers to 
open immediate negotiations with India, 
.settle Ka.shmir imbroglio peacetully, or as 
per the Shimla agreement which is the 
iatc.st mantra. 

India can draw some useful lessons from 
the European history of the first half ot 
this century. It is well known that many 
in Germany were well disposed towards 
UK and France. The Allied Powers were 
well aware that not ail Germans believed 
in the vicious anu-Semitic ideology of the 
Nazis But this did not come in the way 
of the Bnlish and their allies from doing 
then utmost to annihilate the third Reich. 
Actually, the analogy between Germany 
in the 1930s and today’s Pakistan can be 
earned much further. The Nazis never 
won a majonty in an election. Yet this did 
not stop them from carrying out a most 
brutal genocide in the history of mankind 
in the name of Germany One ha.s only to 
sec how other smaller groups, such as 
Ahmedias or Bahais cn even Shias are 
treated there Do we hear native voices in 
PakLstan raised in defence of these groups? 
It IS necessary to accept the brutal fact that 
Nazis had at least passive support from 
a fair part of the German population. How 
is the position in Pakistan? It would be 
tempting to believe thru the analogy be¬ 
tween the two countries does not carry 
over here and the ordinary man does not 
share the fundamentalist line, which is 



oificially sponsored there. But is there 
evidence U> this? Neither the common 
man nor the political nr intellectual lead¬ 
ers in Pakistan seem to be losing any sleep 
over the treatment meted out there to the 
extant minorities. No one has come out 
openly against religious fanatics like the 
Taliban in Afghanistan 
Let us work this analogy further. Part 
of Czechoslovakia t.Sudetanland) had 
people with some similantics to Germans. 
Rulers ol UK and France convinced them¬ 
selves that if that part is handed over to 
Nazi Germany, they will be content and 
everyone will live happily thereafter (and 
Nazis will fight the BoLshies). It was the 
turn of Rhineland next. Austria later. Do 
we see any similanucs in this past history, 
in the thinking of Chamberlain and his likes 
and sections of Indian intellectuals who 
scenisokocntostaitncgotiatHins with l\iki.slan 
at once, convert the LoC into a permanent 
international border, in other words, ac¬ 
cept the past aggru.ssions of Pakistan and 
settle for a de jure pailition ol the state*' 
This bnngs out the major weaknesses 
of the current Indian policies. Kashmir is 
the core issue Unloitunatcly. India seems 
to have no clcai idea what it wants in this 
respect. At least, it is not ready to come 
out in the open with its pnsposals Offi¬ 
cially. the mantra that all problems be¬ 
tween the two countries must be .settled 
as per the Shimla accord is repeated ad 
nauseam. To this is lately added a refer¬ 
ence to Lahore declaration But it has to 
be noted that neither of thc.se propo.scs any 
solution to the problem, only that all issues 
between the two countnes be settled bi¬ 
laterally thiough negoliations This is not 
a solution hut only a piiKcduie for finding 
a solution, agreed to by Pakistan under 
duress Does India want to .settle only after 
ejecting Pakistan from the Pak-occupied 
Jammu and Kashmir* (Farukh Abdulla 
and some in BJP seem to favour this.) Or 
hand over ihe Indian part ol Jammu and 
Kashmir to Pakistan Or hold a plebusci te? 
Or persuade Pakestan to accept the LoC 
as the permanent Ironticr between the two 
countnes and close the issue? Or work for 
a contedcraiion between the countries with 
a sort of condominium over Kashmir ' 

It IS rcmai kablc that the political parties, 
which are so vehemently demanding an 
immediate Rajya Sabha sc*ssion, are also 
equally tongue-tied on this score. No party 
h^ made its position public on what it 
would do in Ka.shmii' Yet they all fer 
vcntly believe that they must have a dis¬ 
cussion in Rajya Sabha. Going by the 
record ol the recent past, it is doubtful how 
meaningful such a session will be. We 
have to remember that the entire budget 


for 1999-20(X) was passed in a minute by 
our elected representatives and without 
any debate. Would they apply their mind 
any more seriously to the Kashmir issue 
and to the present casts? If they have any 
fresh ideas or solutions to offer, why are 
these not being made public. 

Although no one seems ready to come 
clean, a proposal to accept the present LoC 
in Kashmir as the permuicnt international 
border between the two countnes and to 
close the matter for good seems to be in the 
air. Uicre are many objections to such course 
of action. Forone thing, it is not clear what 
pnncipies are being followed in advocat¬ 
ing this .solution. Oi course, one can argue 
that reality, pragmatism dictates this solu¬ 
tion as an alternative would be continuing 
stnfe and worse. But even on grounds of 
pragmatism, this solution would turn out 
to be no solution at all Becau.se who will 


guarantee that it will be accepted by the 
other contending party? Until thereissome 
evidence that the ruling classes in Pakistan 
and the numerous Pakistan-supported 
groups including the ISI are ready to 
reconcile themselves to this alternative, it 
will be dangerous even to propose it. 

The crisis on the LoC cannot be con¬ 
sidered without considering the Kashmir 
issue as a whole and the latter cannot be 
dealt with in isolation but only in the 
context of overall India-Pakistan relations. 
The chain does not stop here, if the ob¬ 
jective is to bang genuine understanding 
and lasting peace between the countnes 
Genuine improvement in India-Pakistan 
relations is po.ssthle only when they are 
considered in the proper perspective, in 
the context of the partition of the old 
Bntish and Princely India This will need 
separate discussion 
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PERSPECTIVES 


Managing the Economy 
Overcoming Myopia 

S LRao 

Can our economU management improve so that we can bring our 
performance closer to our vast promise? Perhaps. But it calls for a 
major reorganisation of the government and of the attitudes and 
mindset of its bureaucracy and the political parties. 


THIS paper is not about the economic 
future of India. Enough has been s.itd and 
written about it for long. The potential is 
far greater than the performance. The 
essential rea.snn for the gap ha.s been the 
poor management of ihe economy This 
paper (Iocs not touch on the issues usually 
discussed - namely, the high deficits, 
uncontrolled currcnl expenditures, declin> 
ing public investments, va.st .subsidies 
reaching people who were not the earlier 
identified targets, poor delivery systems, 
etc. It focuses on the mechanisms of 
management which have caused the gap 
between out economic performance and 
potential. 

The first of these is our vision lor India 
Even though we have had a Planning Com¬ 
mission and centralised planning for over 
48 years, each plan has seen a glowing 
degree of myopia. Hie first plan had a 
clearly articulated vision lor the future of 
India and set out essential targets for 
savings and investment to achieve that 
vision, rhe .second plan set out a strategy 
to change the economic structure so that 
industry would play a greater role in it and 
we could become a self-reliant economy. 
Over the years, our planning has become 
more and more detailed, involving itself 
in micro mant^cment, and in recent years, 
in the allocation of resourees to the states 
andcleanng the plans lor the public sector. 
Central f unds for .state plans do not account 
for all state plan expenditures. The public 
sector is only around 11 per cent of the 
Indian economy. The planning mechani.sm 
has thus lo.st its purpose of planning for 
implementing a vision for the whole 
economy. It does not .set a broad .strategy. 
It does not articulate goals and the means 
to achieve them It has little influence if 
at all on implementation. We ail know that 
successful organisations march to a grand 
vision. The best example is that of 
Singapore which has kepi modifying its 
goals as it reached one set of ambitious 
targets after another. Indeed, the lack of 


vi.sion in oui planning system is best 
demonstrated by the fact that the most 
dramatic change of course in Indian 
economic policies which tixik place in the 
1990s was in no way presaged in any of 
the plan documents The only document 
that set out a plan and a programme tor 
liberalisation and opening up of the 
economy was an internal one prepared in 
late 1989 by the economic advisor to the 
then piime minister. There were many 
eai her reports, principally by L K Jha. But 
they were not followed by action of the 
kind that began in July 1991. 

Hie management weaknesses in the 
management of the Indian economy range 
from institutional weaknesses, to lack ot 
transparency, procedural gnd lock, ideo¬ 
logical hang-ups. inability to with.stand 
vested interests, pixir governance, lack of 
accountability, a very weak understanding 
of how industiy functions, lack of parti¬ 
cipation, motivaUon and incentives, of 
inadequate reliance on markets, little under¬ 
standing of the importance of price signals 
in influencing the economy, and poor 
dissemination and use of information 

Our central toreca.sting of demand has 
over the year ^ led to distortions in capacity 
building. Foi example, the forcca.sts of the 
demand for electricity and the actual 
demand have shown considerable mis¬ 
match Thclackof matching of investments 
in generation. transmi.ssion and distribution 
and cniss-subsidisation have led to pockets 
of surpluses in a .sea of deficits, and 
inadequate surpluses generated for re¬ 
investment 

This IS also illustrated by the poor results 
for many years of our population control 
programme F'.ven while .states like Uttar 
Pradesh recciscd awards for best achieve¬ 
ments in relation to targets, each census 
showed accelerating population growth 
Similarly, literacy programmes for long 
had little eflect In both cases it was the 
involvement ot local communities and 
less bureaucratic target orientation that led 


to the successes ot the 1990$ which have 
lowered annual population growth to 1.6 
per cent and raised literacy to 62 per cent 
from 2.1 per cent and !>2 per cent in 1991, 
respectively. 

The organisation of our ministries and 
government departments do not make for 
efficiency and good management India 
could he de.scnbed nut merely as a federa¬ 
tion of states but also as a federation of 
mintstnes. Each ministry examines every 
issue de novo, but no single ministiy can 
decide anything by itself. There are at least 
two other ministries if not more that get 
involved. Decision-making within a 
ministry goes thiough multiple levels of 
file pushing. There is no accountability of 
individual ot liters, and failures thereforp 
cannot be attributed to any individual 

There is no attempt to pilot test pro¬ 
grammes. Expensive new programmes are 
introduced without going through a test 
marketing procedure which could help to 
understand as to what would be the prob¬ 
lems in implementation. Solutions could 
then be found in advance before large- 
scale implementation. (This is a technique 
used eflectivcly for many years by 
industiy.) 

Subjects are .scattered among different 
ministries. For example, pharmaceuticals 
is a part of the chemicals ministry even 
though the products arc connected to 
health, and require the approval of Ihe 
drugs controller in the health ministry who 
oversees all the animal and human tnals 
without which new drugs cannot be ap¬ 
proved. and who moniters ad verse elf ects. 
Another example is of Icrtilisers - a key 
input for agriculture, which aicsub.sidi.sed 
mostly tor the benelil ot manufacturers 
and to some extent, of farmers. But the 
agnculturc ministry is not responsible for 
fertilisers. In the health ministry, family 
planning and health are under twodiffercnt 
secretaries even though they use common 
facilities. In today’s world ot jet planes 
and electronic communication, old style 
diplomacy IS tar less important than it used 
to be. Summits can take place at very shiirt 
notice, and they do. Hie primary purpose 
of embassies and consulates overseas has 
now to be the promotion of trade and 
investment between India and othei 
countnes Thishappensinavc(yspa.smodic 
way today bncau.se Indian diplomats do 
not have the experience nor adequate 
training for the purpose Countries like 
Australia have effectively combined 
foreign affairs and international trade into 
one ministry. Their missions overseas are 



good salesmen for Australia, and are excel¬ 
lent sources of commercial information 
and contacts for Australian businesses. 
Another example is that of the commerce 
ministry which is responsible for domestic 
and international trade It looks at import 
duties andexpoit promotion from the angle 
of stimulating trade But the finance mini¬ 
stry is the deciding authonty. So wc have 
the commerce ministry proposing safe¬ 
guard or anti-dumping duties on products 
that offerunfair competition to Indian made 
products and the finance ministry delays 
decision or reduccsorrcjeasthe proposals 

iNroRMAituN IS Power 

It IS a cardinal principle of good manage¬ 
ment today that transparency, good all 
round communication, and participation 
of all the stakeholders are necessary li the 
business is to be successful None of ihe.se 
principles apply in the management ol the 
Indian economy This ensures that our 
policies almost never deliver the desired 
level ot services to the target population 
While during the 19*)0s. the decision- 
making pnicess lor economic policies and 
programmes has become moi e transparent, 
it has still a long way to go. f "ommunicalion 
IS poor and there is little attempt to explain 
to the people as to what needs to be done 
and why. Over the years, governments 
have done little to educate the Indian titi/en 
about the need to cut government expen¬ 
ditures, reduce subsidies, and change the 
directions ot government functioning and 
how he can benefit by these actions 
Decision-making has bron very discre¬ 
tionary and done with little participation 
Environmental clearances arc supposed to 
have public di.scussion but the participation 
IS only in name Almost everything that 
government docs is 'secret' Freedom ol 
information has yet to come to India. The 
alienation ot citizens from government in 
India has icached extreme levels The 
government isrcgarderlasbcing ‘the other' 
and not as representing the citizen The 
panchayat .system if allowed to develop 
and given adequate authority and money, 
is a good way to encourage participation 
of thecitizen in the processor government. 
This priKess is still developing but it needs 
to have independent lunrling and not be 
at the mercy of annual grants So is the 
process of independent regulatory autho¬ 
rities which can bnng in transparency and 
consultation to decision-making on tariffs 
and licensing. However, the vested interests 
in the bureaucracy and in the political 
establishment will attempt to prevent these 
bodies from functioning independently. 
There will be reluctant e to transfer powers 
to them There will certainly be great 


resistance to eliminate jobs in ministnes 
which will become redundant. Only strong 
public opinion can allow these new 
institutions to be effective. 

Ingovemmentno individual department 
or minisby is fully responsible for any 
particular activity. All government 
activities require co-ordination with other 
departments and minisu'ies. Each of these 
re-examines various aspects of the case, 
without necessarily relyingon the examina¬ 
tion done by the onginating department. 
Responsibility is as diffused as possible. 
Promises to do .something are always sub¬ 
ject to the unstated qualification that while 
the matter might be referred to the other 
departments, the onginating department 
cannot guarantee the pace at which others 
would move Hicre is also little co-ordi¬ 
nation in the sen.se dial there is nut much 
that can be done to speed up matters once 
they have been referred to the others. 

Information is power. Government func¬ 
tioning IS based on procedures and pre¬ 
cedents Rarely is the full procedure for 
any actum and the relevant precedent, 
available foi icfcrcncc. They arc mostly 
implicit and carried in people's heads Not 
cverytxxly is fully aware of their full extent 
even for a lew situations This adds to the 
delays in processing because invariably, 
some repository of procedures will point 
out a missing step 

Government collects vast quantities ot 
information It sponsors a great deal of 
research in the siKial sciences. Most of 
the data and information remains with the 
government. The official initiating some 
ro.search is succeeded by someone who is 
not interested in it. The research remains 
on government shelves and is neither used 
by government nor is available to other 
researchers Data with the government is 
controlled by it There is no independent 
statistical organisation that collects and 
di.s.seminatcs it in a transparent way. lliis 
makes infoimcd public comment veiy 
difficult but It has raised serious questions 
about the reliability of government 
.statistics It will make policies formulated 
on such data less likely to succeed. 

In government, budgeting is nut about 
achieving performance targets So long as 
the allocated amounts have been spent, 
performance is suppn.sed to have been 
achieved What the expenditures have 
actually achieved is not as important. 
Hence, the rush at the ^nd ol March each 
year to spend This is inevitable. Budgets 
are passed normally by parliament by May 
or so. and actual expenditures can com¬ 
mence at the earliest only from around 
July. The budget year foi expenditures is 
thus invariably truncated by at least four 


montfis. The department has to ‘perform’ 
in eight months instead of 12. Not sur¬ 
prisingly. there are unspent balances'in 
March and a rush to spend them, especially 
when performance is evaluated on spend¬ 
ing money than on achieving objectives. 

There is little collective memory. 
Individuals follow theirownpredilections. 
With frequent transfers of officers, there 
IS therefore frequent change of directions 
in policies. There is little long-term 
thinking, a malady common till recently 
to much of Indian industry. 

Our laws arc never promulgated with 
sunset clauses and we have on our statute 
books innumerable laws, many of which 
arc not relevant and sometimes are very 
contradictory. They create enormous 
hindrances in getting things done. That 
needs to change. There is alsoour inability 
to accept Judicial decisions that go agatn.st 
us 'fhis IS particularly true of government 
which almost always appeals up to the 
point of the Supreme Court, resulting in 
a va.st clogging of our judicial system It 
also leads toenormous delays in any sphere 
of economic activity - whether it has to 
do with acquiring land for building roads 
and railways, demolishing illegal con¬ 
structions, demanding performance from 
people employed to do a particular job, 
or any other 

In any gimd oigancsation there is a 
periodical attempt at house cleaning. Ah 
practices and procedures are questioned 
anew The Americans coined the phrase 
‘zero-based budgeting' lor this method 
Our economic management has never 
questioned its own methods, its processes 
and Its practices 

Our budgeting docs not make a di.s- 
tinclion between revenue and capital 
cxpciiditui cs Government accixints do not 
pmvide tor depreciation Maintenance is 
therefore always acasualty When attemp¬ 
ting to reduce expenditures for restricting 
deficits, government cuts the easiest which 
are on ‘soft’ items such as training, health 
services, education, etc 

On top of all these we arc caught in an 
ideological morass. This is the pretence 
that we want toercate an egalitarian society, 
but primarily to serve the interest of the 
industrial working class, the government 
and public sector servants. The interests 
of the vast majonty of people who are 
consumers or small farmers or self- 
employed. are less appreciated It finds its 
cxprc.ssion for instance in arguments that 
foreign investment in some way represents 
a loss of sovereignty. Many Indian manu¬ 
facturers are cost inefficient and offer poor 
quality to their customers. But there are 
many even to-day who think that the 



customer should be ampellcd to choose 
only between such pool products. Allowing 
better foreign producers and products to 
enter Indian markets is resist^. Policies 
enable a premiumon being an Indian This 
goes to emich industrialists and entre¬ 
preneurs whose joint ventures are a result 
of government policies. The Indian sells 
otf his intetests at vast profits at a later 
date. We have s^n this in telecom where 
government policy initially was to insist 
on joint ventures, and we are seeing it in 
other areas such as pharmaceuticals, 
consumer goods, and power 

Along with this isthe poorunderstanding 
in government and even in academia of 
the working of indusiiy and ol markets 
An example is the way in which ii was 
expected that because India had opened 
out iiitrastnicture investment to the private 
sector, investment would flow in So lor 
over five years public inve.slmciit in inlra- 
struciurc was allowed to decline In fact 
of course, private investment, and is yet 
to pick up the >lack The result was indu.s- 
tria) decline and a setni-reccssion loi ovci 
two years Recognition was lacking that 
any sensible investor looks at his invest¬ 
ments in relation to risk and return, and 
the prospect that he will get paid tor the 
products or services that arc to he created 

We are unable to undei.stand the 
intlucnceol pncconei onomic behaviour 
This has led to many severe distortions 
Some subsidies in price to some customers 
aie unavoidable and even unobjection¬ 
able For example, the very poor must be 
helped to improve their lot This requites 
that they get chcapaccesstohealth services, 
education and to cheap food and nutrition. 
Subsidies cun build the capability of the 
piKir by giving them the opportunity to 
improve their status in society while 
pmlccting then physical status 

Some countries, puniculaily Japan and 
the south cast Asian tigers', have used 
subsidies to help selected industtics per¬ 
ceived to have great lulure potential This 
'partnership' between government and 
industiy is said to be a key lactnr in the 
rapid progress of thc.se <. ountnes. Subsidies 
in India arc not meant to build indastnal 
capability but enabled low capacity manu¬ 
facturers toenjoy premium pncesmclosed 
markets. Subsidies have failed al.so in 
building human capabi lity because of poor 
targeting and delivery, another instance of 
poor economic management. 

Subsidies Dts'iX'Rr Economy 

Subsidies distort the economy and 
lead to inefficiencies A recent paper 
estimates the value of all subsidies fn India 
in I994-9S at 14.4 pei cent of the GDP, 


of which two-thirds were financed by the 
state governments. These include subsidies 
on so-called ‘ment’ goods and services, 
all tho.se for example, taigeted at the very 
poor These amounted to less than 9 per 
cent ol the total subsidies. Other subsidies 
were on *non-mcrii’ goods and services. 
Thcc.stimatcso( .subsidiesinclude declared 
subsidies as well as hidden subsidies. 

For example, water to the Indian farmer 
IS practically free There are also no restric¬ 
tions on the farmer from tapping under¬ 
ground water Indeed, subsidised or free 
electric power encourages the farmer to 
draw maximum sub-soil water The farmer 
goes for Clops which are relatively water 
intensive In Punjab this has led to a con¬ 
siderable depletion of sub-soil water and 
glowing salinity of land. II water and 
power were priced in a rational manner, 
the farmer would produce crops which are 
relevant to the nature of the land. He 
would use inputs in a sustainable and 
efficient manner 

Anotherexampleisof the alcohol-based 
chemicals industry, almost unique to India. 
It produced chemicals which elsewhere in 
the world require large production 
capacities and are petrolcum-ba.wd. The 
alcohol-based chemicals tndu.stry pnxluced 
these chemiuls in small capacity plants 
and at relatively high costs. This was 
acceptable in a closed economy with little 
01 no imports and at high duties. Even then 
this industry lequired alcohol to be supplied 
at artitiLially low pnccs, with other u.ser$ 
having to p.i) much higher prices Alter 
1991 when the opening up ol the economy 
began, alcohol pnees lor manufactunng 
chemicals were raised As a result, almost 
that wliole industry is now out of produc¬ 
tion. We will see this happening also in 
sugar where industiial licensing and 
administered prices have created many 
inellicicnt producers Economic manage¬ 
ment created a policy environment and 
then removed it in these and, in many other 
instances In the pnicess it hurt tho.se that 
had enteied because of the favoumbie 
policies Mote such industries are now 
suffeting the consequences - in steel, 
cement, engineering, capital goods, 
lcrtiIi.scTs. etc 

Yet anot her c xanipie is the overcrowding 
ol our universities and colleges, with 
deteriorating quality of education. Fees 
are unrelated to costs and the principle 
seems to be I'lmost universal admission, 
with consequent overcrowding and poorly 
paid faculty This is yet another example 
of a subsidy causing serious distortions in 
demand and efriciency. And yet. highei 
and professional education confers a 
distinct global competitive advantage to 


India. Quality should improve, not decline. 
Wc must invest in education but the 
beneficiary who can afford to, must pay, 
not get It almost free 

Subsidies lead to inefficient resource 
ailiwation They redistnbute resources 
between different players in the economy, 
usually in unplanned and regressive ways. 
They enlaige the fiscal deficit of govern¬ 
ment Theyalsodistortsuppivanddcmand 
and cau.se inefficiencies in the system. 
Subsidies should become transparent. AH 
subsidies must have clear objectives, be 
well-targeted, reach the targeted groups, 
and have a time frame after which tiny 
will be eliminated 

Small-scale industnes have been the 
source for entrepreneurship in most 
countries. Our inclination to protect the 
weak and the small has led to creating a 
caste sy.stem in industry. The small-scale 
IS a sector by itself But small-.scale .should 
have been the base on which the re.st ol 
the industrial structure is built 

In the mid-l9bOs government decided 
that many companies were able to avoid 
licensing re.stnctions and even gel excise 
concessions by getting goods manu¬ 
factured by small-.scale units For a while 
It sought to completely stop this contract 
manufacture When the small-scale units 
that were affected badly by this decision 
pretested, the government gave in. Instead, 
this production by the small-scale units 
would not count lorthe excise concessions 
available to small-scale units 1'he result 
was that organi.scd manufacturers began 
to build their own capacities instead of 
giving the production to small-.scale units 

What government policy-makers had not 
realised was that the organised maiiu- 
farturcr piixiuccs a standard product and 
invests heavily in building a brand name 
tor It This brand name* results in greater 
demand, stability, and possibly a lictter 
pnee Such a manulacturcr is umscieiitious 
in ensunng that quality remains the .same 
from product to product When he contracts 
the manufacture of his branded product 
to a small-scale unit, he gets fully involved 
in the manufacturing pn<ccss of the small- 
scale unit so that the product that he offers 
under his brand name is worthy of it 

The world over, except in India, it has 
been the practice for large companies to 
build their brands but decentralise the 
pioduction to many smaller units In this 
process they transfer the technology, both 
of manufacture and of quality The small- 
scale unit learns to make high quality 
products and is then able if it wi.she.s, to 
do so tor Itself. 

There are many other limitations placed 
on the economy because of mispl»»d 



concessions to small-scale units. One of 
them IS the unfortunate policy of 
reservation. More than 800 products are 
reserved for small-scale units. All the 
evidence shows that the reservation is 
enjoyed by less than I per cent of all small- 
scale units. Many of the reserved products 
are not even made by .small-.<icale units. 
Yet, the few SSls who have an interest m 
such protection from competition, have 
political clout. They have .successfully for 
years, prevented the removal of reservation. 

Our inability to distance government 
I rom the management of public enterpnses 
has ted to inefficiencies and poor pro¬ 
ductivity. Our public sector performs far 
more poorly than it would have il its 
competent managers had been left to run 
their businesses without interference But 
top management appointments, investment 
decisions, purcha.se decisions, locational 
decisions and anything of major import 
for the government-owned enterprises has 
to have the clearance of a government 
department We have remote control 
without accountability. In addition, 
decision-making in government-owned 
entcrpn.ses (including banks and financial 
institutions) has led to timid dcci.sion- 
making and over-dependence on govern¬ 
ment ‘advice*. 

Our economic management discounts 
the role of incentives in motivating 
behaviour The highest compensation to 
the chiet of the largest public sector 
enterprises is limited by the maximum that 
paid to the worst secretary in the govern¬ 
ment of India (and all .secretaries get paid 
uniformly!), lliere is no attempt at suc- 
ces.sion planning Tenures ate short even 
in enterpnses run by government, where 
the political influences that exist on 
postings of government olficcrs do not 
apply. The go vemmeni enterpnse becomes 
the source of small and major hcncfits to 
the people in the controlling minustncs. 

India IS unique in has i ng a large scientific 
establishment, mostly in government 
laboratories. These aie of two kinds - 
those that are part of user organisations 
like ISRO, Atomic Encigy, DRDO, etc. 
These have been successful in taking Indian 
science to achievements of global stan¬ 
dards Butthercaremanyotherlaboratones 
that stand by themselves In addition, there 
are technology centres such as the old 
IXjTD for much of industry, and some 
others. They are disconnected from 
practice. These laboratories and technology 
centres must have linkage with u.ser 
industries if they arc to contribute to 
technology development and productivity 
India’s low levels of R and D expenditures 
keep Its economy from reaching potential 


That can change not merely with increased 
expenditures. R and D must be closely 
linked to the operations of the sector for 
which it is working. 

It IS clear that our economic management 
needs radical reform. This reform must 
separate economic policies from politics. 
That .seems to have happened to some 
extent but not enough. Our organisation 
of government must enable quick and 
efTicient decision-making as well as ynplc- 
mcntation. We need more transparency 
and freedom of information. We need 
government to be involved less in the 
actual operations of the economy and to 
confine itself to broad policy-making 
Decisions need to be evolved in a parti¬ 
cipatory manner. Events have forced some 
of these things upon us But we need to 
go much further if we are to match our 
economic performance to our potential 

Can oureconomic management improve 
so that we can bnng our performance 
clo.ser to our vast promsic? I think theic 
IS enough said in this paper to show that 
It can. But It calls lor major reorganusation 
ol government and of the attitude and 
niind-set of its bureaucracy and political 
parties Our planning musi become 
strategic, and take help from outside 
institutions The Planning Commis.sion 
needs to be disbanded in its present form 
Mini.strie.s must be reorganised for 
elfectiveness Officers must become 
individually accountable for perfoi mancc. 
and measured not on the amounts .spent 
but on achieving spccitled targets Oui 
laws need revamping. No institution in 
government must have immortality but be 
sub|ect to periodic review for continuance. 
We must bnng the best management and 
accounting practices into government and 
for this we must introduce massive and 
compulsory training programmes 
Inlormation must be freely available. Our 
statistical sources must be independent ot 
government control. We need more public 
participation in decision-making. R and D 
must be closely i ntegrated with user groups 
even to the extent of privatising govern¬ 
ment laboratories. The establishment of 
indepenr’ent regulators who are mandated 
to he public and consultative in their work 
IS a step in the right direction. Government 
procedures need to limit the levels ot 
consider^on for any issue to perhaps 
three at mo.st. Delivery systems can be 
improved with control resting with the 
user communities. Subsidies must become 
part ol government budgets and not a 
charage on enterpnses. India docs not lack 
ideas. Our misfortune is the inability to 
act to a vision and march to a single 
drummer. 


MANOHAR 


COMMERCE AND CULTURE IN THE 
BAY OF BENGAL, 1500-1800 
Om Prakash and Denys Lombard (eds) 

81-7304-265-9, l999,4l6p.Rs 700 

THE COROMANDEL COAST AND ITS 
HINTERLAND 

Economy, Society and Political Syston 
(AD 1500-1600) 

S Jeyascela Stephen 
81-7304-076-1,1997,270p Rs 500 

INDO-rORTUGUESE TRADE AND THE 
FUGGERS OF GERMANY 
Sixteenth Century 
KS Matiww 

81-7304-137-7,1997,308p Rs 550 

MARINERS, MERCHANTS AND 
OCEANS 

(Studies in Maritime History) 

K S Mathew (ed) 

81-7304-075-3,1995,488p Rs 425 

FROM PROSPERITY TO DECLINE 
Eighteenth Century Bengal 
Sushil Chaudhury 
81-7304-105-9,1995, 377p maps, 

Rs 500 

INDIAN MERCHANTS AND THE 
DECLINE OF SURAT 
c. 1700-1750 
A.shin Das Gupta 

81-7304-08.34,1994,305p Rs 45i/ 

ORIGIN, EVOLUTION AND 

CIRCULATION OF FOREIGN COINS 
IN THE INDIAN OCEAN 
Osmund Bopearachchi and 
DPM Weerakkody(cds) 

81-7304-215-2,1998,292p illus Rs 900 

CROSSINGS 

Early Mediterranean Cimtacts with India 
F Dc Romanis and A. Tchemia (eds) 
81-7304-194-6,1997,284p Rs 425 

TRADITION AND ARCHAEOLOGY 
Early Maritime Contacts in 
the Indian Ocean 
Himanshu Prabba Ray and 
Jean-Fran 9 ois Salles (eds) 
81-7304-145-8,1996, Rep 1998, 
348p.R8.9S0 


MANOHAR niBlISHtRS 8. DISTRIIUITORS 


REVIEWS 


Class Politics in Coloniai India 

Leela Fernandes 

Imperial Power and Popular Politics: Class Resistance and the State in India, 
c1850-1950 by Rainai ayan Cliandavarkar, Cambt idgc I fni versdy Press, Cambridge. 
1998. pp \ii+388. 


IN recent years, debates on the politics oi 
lahoui have locusedonqucstionsicgarding 
the relationship between class and cultum 
In an ironic paradox in such debates, 
critiques ol eumicntiiL uinccptions oi 
working class politics have olicn 
reinscrihed the assuinpl ion that the politic s 
ot culture has foreclosed the development 
ot a form oi class-b.iscd politics Such 
exceptionalist appioashes to the study ol 
Indian politics and histoty have aigued 
that the politicsof c lass have been ec lip.sed 
by the politicisation ol lultuial identities 
such as a-ligion. casti and ethnicity 'Hie 
cntiqueoleuioientrisminthiscontext has 
ledtoan assertion ot the primacy ol astatic 
torm oi cultural dilleience rathei than to 
a reconceptualisation ol the catcgoiy ol 
klass In a series ol e* tuys xin the history 
oi working class politics. Rainaiayan 
('handavaikar’s //«/><’//«/ Power and 
PopnUu Polilu \ piesents an impoitant 
aiguinent .igainst such exceptionalist 
appioaches Building on his appioai li in 
his eai her book. The Oncim of Industrial 
('aptudiwi w India, Cliandavarkar argues 
lor a perspective that analyses the Indian 
working class‘'notasancxception- ncitliei 
as a caw ol ‘pre capitalist’ development 
nor as a product ot a peculiar and unique 
‘Indian cultuie' ” (pi) In this endeavour, 
the book pn'sents a wealth of aicliival 
research which cxploics the signiticance 
ol cla.ss both through a study oi local 
labour politics in Bombay as well as 
through an analysis ol national level 
pioccsses in colonial India The essays 
present a ciiUcal analysis ol lour gcneial. 
intcr-ielatcd themes (i) existing ap- 
pioaclics to the study ot labour history and 
processes ot industrialisation, <2) the nature 
ol the polilical practices and activities ol 
'votkers; (.1) the politics ol representation 
ol workers in (he public sphere duimg the 
colonial period', and U) the relationship 
between the working class and the colonial 
state, Indian nationalism and world 
capitalism 

Tlic first t wochaptcf s ol the book present 
•> ciitical assessment ot the existing 
paradigms (hat govern studies oi working 
cla.ss history. The btKik presents a sharp 


critique oi ihe common curoccntiic 
assumptions which have shaped both 
matxist and iunctionalist models ot 
industiialisation and social change A 
cLiitrul aspect ol Chandavarkar's cntiquc 
tests on the notion that mechanistic 
assumptions inheient in such approaches 
limit oui undeistandingol thecmcigcnce 
and dynamic s ol industrial working class 
politics '[‘hus. he notes that Iunctionalist 
.ippioaches “by postulating a unilinear 
direction ol ch.uige. they have tiained our 
sights upon ‘large-scale industry,* as 
constilulingthc loiulsectoroi the economy, 
and have obscured not only our undcr- 
siancling oi othot centies ot dynamism and 
stagnation wilhin it, but also ot then lole 
in detcinuning the stiucture ol the eco¬ 
nomy” (p U) .Such a unlincar model, as 
Chandavai kar points out tends to pmduce 
models which view industrialisation as a 
series ot stages ot devciomeni and suh- 
se(|uenily postulate a simple coiielation 
bctweeti the pioccss ol industrialisation 
and the development ol social responses 
to industiialisation While this inter- 
logation ol euiocentnc, unilinear con¬ 
ceptions ol hisloiy echcKs the theoretical 
position ol posi-i olonial and subaltern 
studies' icvisionisi readings oi Indian 
hi.stoiy. ('hanclavatkar ic|ccts the cultural 
lurnol such lev isionisl approaches Thus, 
he argues against what lie tcims ‘popular 
cultuic' appi oac lies which seek to identity 
the tcalm ot the culiutal as the primary 
sphere which mteitupts the uniltneai 
nan alive ol euiocentrie models ot indus- 
(tialisaiion Instead, (he tinok aigues lot 
a return to a tovus on political contestation 
and on the ilvnainic inteiaction between 
Indian sociciv and colonial rule For 
instanc e, liistoi ic al evidence that traditional 
forms ot indiistiial organisation survived 
and adupti'd 10 laige-scale industnalisation 
and that business stiatcgics in laige-scale 
factories ack-pted the pract'cck ol small- 
scale enlerpiises call into quesst ion models 
which locus purely on laige-scale indus- 
irialisalionlpb'^) The rethinking ol .such 
models aie ol general signilicanee which 
extend into the post-colonial period F.ven 
in the conle»t ol leccnt prwesses ol 


economic liberalisation in the late 2()th 
ccntuiy, large-scale industries including 
multinational coiporations inca’a-singly 
rely on practices ol subcontracting in a 
process that blurbs the line between the 
fotmal and intoimal sectors Chanda- 
vaikar's leading ot historical proces.ses of 
industiialisation in the 19th century and 
early 2()th century period thus raises 
important concerns lor an understanding 
ol economic change in India 
In the turn away from popular culture 
appmaches, the hook moves to an analysis 
ot workers' political piactices and 
activities Drawing on a detailed histoncal 
study of colonial Bombay, chapters three 
and tour analyse (he limits of labour 
activism (hiough the traditional forum ol 
workplace based trade unions and 
demonstrate that the working class 
neighbourliood in tact set ved as a primary 
site lor woikers' organisation Clianda- 
vaikar piesents a stiong sense of the 
dynamics ol laboiii oig<inisa(ion, including 
both the attempts of laboui leaders to 
engage in rcsistance and union activities 
as well as the tormidable obstacles which 
colonial policiesplacedon lahoui activists 
In this process, the b«H*k sugge.s(s that the 
pi unary harrier to the growth ot a trade 
union movement often conscsted of the 
colonial stale machinery rather than the 
divisivcncss ol pre-capiialist cultural 
identities ('has, lor instance, he aigues 
“between the wars, the legal and ad¬ 
ministrative structure which impinged 
upon the working class became more 
obstrusive and elaborate, ciealing new 
aieas in which pleadeis and politicians 
were bettei eqiiip|K'd toai t tli.in tlu' lobbers 
ami woikers themselves” (p 83) A 
conollary ot this “protesstonalisation^)t 
trade unions” was that organised lalHuir 
activism often took place through indc 
pendent wildcat stnkes oi thtough acti- 
v itics within the worker s' neighbourhood. 
Chandavai kar's analysis ol the hnkage- 
between the workplace, neighbourhood 
and workers' political activity in the 
Bombay null distnets moves us away lioin 
a view of class politics as purely conlined 
to shopiloor stnkes and contirms patterns 
(hat have chaiaclensed other cases both 
in India and in compaiative contexts A 
critical point in (Ins analysis is that such 
neighbouihood based activities aie not 
simply signs ol the persistence ot iixituial, 
pnmoidial cultural ties hut aie political 
acts linked to the mateiial stiuctiirc ol the 
neighbourhood C'handavarkar notes that 
even the celebration ol reitgious lestivals 



suchas(Janapuli“haclanc\plicitlypiililical 
content and others liU Mohurram during 
the eaily yeais ol the JOih century, began 
to lefleU social antagonism, invited the 
intervention ol the slate and were dragged 
into the public domain" ip 114) It would 
have been interesting at this stage to have 
a cleaiei explication ot the nature ol the 
relationship between such identities and 
the politics ol class Chandasaikar m*le.s, 
lor instance, that ‘alter 1929, Muslim 
workers were probably incicasingly 
alienated liom the labour movemnt in 
Bombay, partly no doubt asaconsc'qiieme 
ot increasing conimunal tension within 
national polities" (p 141 1 Latei on he 
indicates that industri.ilisation "lar tioin 
dissolv mg caste, strengthened its bonds 
Caste should, theietoie, be seen le,ss as a 
cultural condition whose piiinaiy was 
being challenged by the emeigenee ot 
‘clas!’' than another important tension 
within a class context ” The hook’*- 
argument against ‘popular cultuie' 
approaches which merely take leluge in 
an esscntialised cultiiial dilterence as (he 
explanatory lustiticaiion against ilass 
analysis is an impoil.ini one Yel as Ins 
own analysis acknowledges iheioniinued 
importance ol the lmk.iges between class 


and culture continues to present a tension 
within hisioncal narratives ol workmgcia.ss 
politics As Chandavaikur's icscarch 
clearly shows, such linkages arc political 
rather than piimordial. A numbci of 
questions anse in this context* Is the 
pcisistence ot caste and religion due 
pnmaiily to .structural inequalities re- 
piodiaed thiough ihc labour matkel, lot 
instance through the role of jobbers'* Do 
social meanings of caste and religion 
provide a means loi theexprcssionol class 
identity and politics - meanings which are 
noi imposed ‘Iromabove’ butarcpriKluccd 
by woi kci s’’ Ol are the persistence ol such 
ideniilies a product ot wider political 
dynamics w ithtn Ihe nutionalist movement 
and the colonial state? The book’s carclul 
histoiical analysis would seem to suggest 
t.iut all (hrec characterised the case ol 
Bombay's working class. It would have 
been inleresiii’.g, however, il the study had 
provided a more extended theoretical 
liamewoik or analysis ot this relationship 
bet wcenc lass and culture, given ihe stiong 
aigumenis Chundnvarkar makes against 
the rcilication ol culture in ‘populai 
uilliiie appioachcs (p 9) 

I he second halt ol Inifwrifil Power mu! 
Pmilui \cxpandsthcanalysisol ihc 


relationship between the working class 
and wider political processes including 
the colonial .state, colonial public di.s- 
courses, the nationalist movement and 
world capitalism. A central locus in this 
section IS on the politics ot representation 
ot the working class as a threat to social 
and political order m the 19th and early 
20th century period In contrast to more 
narrow discursive appioachcs, the hook 
presents a particularly rich analy.sis which 
grounds the poltlics ot representation 
within concrete .social, political and 
matenal conlexis Chapters live, six and 
seven demonstiate the ways in which 
representations ol working class violence 
and disease were mextneahly linked to 
c olonial strategies designed to police public 
order However.thehrxrk'scaiclul archival 
and .inalytical work dciiionslralcs the pitlall 
ol relying purely on colonial disioiiise 
analysis lor an understanding ot state- 
siK'ietv relations He deniosnirates that in 
both ctsloniul discouiscs and hisloncal 
lescarchon thei olonial period, ‘incidents 
which entailed some violence in the 
indiisiiial setting ate lumped together to 
r'onstilutc ‘industrial violence’, quail 
latively diticrent lorms ol action arc 
conllatcd and each instance contiibutes 


IMAGE JOURNEYS 

Audio-Visual Media and 
Cultural Change in India 
ed/fed byCHRISTIANE BROSIUS 
and MELISSA BUTCHER 

The contributors to this volume view media as not only 
a means of communication or a mode of 
dissemination, but as an ecology of images and culture 
which comprises a network of various connected 
activities including the constitution of communities and 
the construction of social order This volume explores a 
variety of topirs including the impact of audio-visuai 
media from both global and local perspectives, the 
creation and reflection of identities, the construction of 
icons, memory and imagination, and points of 
resistance Written in a very accessible manner, this 
exploration of contemporary developments in cultural 
change and the media in India will interest media 
professionals, sociologists, anthropologists, and those 
in the fields of cultural and media studios 

1999 e 336 pages 

Rs 450 (cloth) • Rs 250 (paper) 


SRI LANKAN THEATER 
IN A TIME OF TERROR 

Political Satire in a Permitted Space 

RANJINIOBEYESEKERE 

The decade of the eighties will be remembered as 
perhaps the most violent period in Sri Lanka’s history 
This fascinating book provides an account of the 
extraordinary creativity and vitality of Sinhaia theater 
during this troubled period while simultaneously 
exploring the reasons why, despite strict censorship 
laws, the government tolerated a satincal and critical 
theater. The text is supported by extracts from and 
descriptions of several plays (both folk and modem); 
interviews with those involved in the theater; and a 
first-hand account of an actual performance which 
documents the growth and demise of a small theater 
company Written in a personal and engaging mannei. 
this book will interest students of the theater, 
anthropologists, sociologists, political scientists, 
and those engaged in cultural studies and studying 
Sri Lankan history. 

1999 • 212 pages • Rs 375 (cloth) • Rs 225 (paper) 



SAGE Publications India Pvt Ltd 

Post Box 4215, New Drlhi 110 046. Tel 6466884. 6444958, 6453915. Fax 91'11-64/2426 ■ Sales Office Tel 6463794,6463820. Fax 91-11 6217328 ■ Grou. 
Fioot, Ea/5.Priae Baktiar Shah Road, Tollygunge, Calcutta 700 033 ■ 27, Malony Road, T Nagar, Madras 600 017, Tel 4345822 ■ 31, LB StadiC'* 
Rosi Box 131 Hyderabad 500 001. Tf>! 231447 


cumulatively to the general pictuie of 
workingclassvolatility’'(p tSS) Whether 
such acts are viewed js negative threats 
to social order or vatonsed as subaltern 
resistance, .such representations rctnloiec 
colonial and bourgeois stereotypes ot the 
‘roughness of the cilv’s poor" (p 159). 
Su..h repie.sentations arc often based on 
a misreading ot actual practices “Fur 
instance, industrial sabotage did not 
necessarily mean the physical destruction 
of machineiy; it was used to describe non¬ 
violent actions by which the workers 
impeded the attainment ot maximum levels 
of production” (p 151) The book furthet 
elaborates on the pitlalls ol colonial 
discourse analysis in the study ot colonial 
policing Chapter SIX lor instance argues 
that the disciplinary mechanisms of 
colonial rule were significantly shaped by 
local power structures. The chapter 
dcmonstiatcs the importance ot social 
networks oi the neighbourhood and local 
communal policing which shaped and 
sometimes curtailed the centralised pou ci 
ot the police in Bombay Alliancesbeiween 
the police were torged with elements ol 
dominant groups wiihm tlu neighboiiihuHl 
and on occasion vnh in.irginalised 
members. In both tavs us ('h,indasarkur 
indicates. “At a daily I.a. I iheretoie, the 
police did not act moiudithically as a lotce 
external to the working class” (p 227) 
Chaptei seven presents an inteiesting 
analysis of representations ol tlie pl.igue 
in IX%-I*'>I4. and aigucs against an 
analysis which rests purely on readings of 
popular lunioui AsChandasarkat points 
out. 'popular luiiiour' may tell us more 
about colonial stiatcgics ol rule which 
were forced to rely on local rumour tor 
information and about (he middle class 
souice.s which documenled sucli rumouis 
inofficial reports memoirs and newspapers 
than about mass or 'popular' attitudes 
(p25l) The chaptei interrogates the 
|UXtapo.sition between the rationality of 
western medical science and the rumour 
and superstition ot Indian popular 
attitudes. As the essay demonstrates, 
popular attitudes were less a manilesta- 
tion of funiour and panic lather than a 
rational popular response to coercive 
colonial plague policies which were often 
steeped m erroneous conceptions of Indian 
society. 

The essays in lm\>erial Power and 
Popular Protest present a rich and 
comprehensive htstorv of wotking class 
politics both at the local level in Bombay 
as well as in a broader context. The final 
chapters of the book (chapters 8 and 9) 
anuiyscthciclatioaship between the Indian 
working class, the nationalist movement 


and the global system of capitalism. The 
book presents j detailed and textured 
history ot class politics which cannot K* 
adequately recaptured in (he short space 
ol a review A particular strength ot the 
b(H>k lies 111 Its abitiiy to present a sense 
ot the complexities ot working class 
pohli'-s and to integrate an analysis ot 
questions ot (hffcrcncc. discourse and 
representation within (he real, matcnal. 


1 

“DF.VKl Ol’MI.NTrcquircsgood govern¬ 
ance, nieanineopen.tianspaicnt. accouiu- 
nbl'* public institutions”, wrote James 
Woltensohn. picsidcnt ol the World Bank 
nconoiiiic pcifunnanu.' and social relations 
aie shapi'd by the degree to which account- 
uhility and participation charaiteiise 
governance 

In l9S()sand I960siiistrumentsot central 
planning and st.i(c-push weie the order of 
the economic management thinking, but 
this did nut lead to any gam toi a majority 
ol the de\eloping economics .Sub¬ 
sequently. idealist concept oi abcnevolenl 
Slate started giving way to rc-cvalualion 
ol economic management thinking in 
lasoui ol niaiket supcrioiity 'Frcccnter- 
piise' and deregulation* became the 
bii7/woi ds An ei fccti vc and capable state 
lonihmcd with pioperly legtilatcd and 
well-lunclionmg markets in a competi¬ 
tive envii.miiicnl has started being 
consideted lo hung weltaie to majonty ol 
people 

Pakistan has been no different to this 
trend What bal I les however the economic 
nianageis is that there were certain ad¬ 
vantages to Palistun at the time of its 
creation in 1947 in Icinis of very fertile 
tract of Indus basin, a wcfl-dcvclopcd 
canal irrigation system ot the Indus. 
Chenab. and Sut lc|, a prospeious machi ne- 
tiHil manutailuiing small .scale industries 
in Sialkot, rich indu.strial mineral silc^ of 
.salt and limestone, and foreign exchange 
earner in the |Uie ul East Paki.stan (now 
Bangladesh I lo boast of. But these 
advantages weic semn lost Ghulam Kihria 
in his biHik. A Shuttered Dream (OGP. 
Pakistan, 1‘'99) has given a passionate 
account ot how Pakistan, winch was a 
“viable stale in economic terms" became 
un viable due to ixonomic mismanagement 
For reasons that (he rcnt-sccking group 
gamed political contnil, Kibna feels that 


siKial and political pracesse.s of the colonial 
penod. This reprasents an important move 
away I rom a presumed opposition bet ween 
discourse and representation on the one 
hand, and class and material reality on (he 
other I'hc hiwk is an important addition 
to Indian lohourstudies that will effectively 
contest exccplionahsi approaches that 
discount (he significance ot cla.s.s in Indian 
history and politics 


the native genius of Sialkot and adjoining 
areas of ihinjab involved in inaniifactunng 
surgical instruments, diesel engines anti 
metallic components wea* not encouraged 
and they got obliterated over a pciiod ot 
time 

Probably, as it is true of othei developing 
economies too. where a conceptually 
benevolent state purpoitedly acting m the 
latgcr intcicsts ol the population is 
cvenluallv usurped by a predatory stale 
guided by an elite group lor narrow and 
selfish interests Pakistan also went the 
same way The political siabilitv was 
undermined, and there weie a numK'i ot 
coups and change of regimes from demo¬ 
cracy to military lule. which strengthened 
the chlism This bwik by Ishral Ilusam. 
who IS presently a diiectot on the boaid 
of the World Bank and has been a memhet 
ol the elite Pukestan civil sei vice, explores 
how the powerand wealth got conccntiated 
in the hands ol a lew 

One ol (he reasons lot this can he that 
though the picsent rulers came to power 
through elections, they have been trying 
to undermine judiciaiy and other 
institutions which aic e.ssciitial tor uemo- 
cracy and a good governance to survive 
The grip ot the elite who henelit from 
these manoeuvnngs has become so ovei 
powering thiit ovei a period ot time it has 
become so easy lo undetnnne the demo¬ 
cratic institutions in Pakistan Hits book 
a'vicw examines in this context the above 
issues. 

II 

Weak govcniance in Pakistan, which 
charactensed every foiin ol govcinnient. 
military, democratically elected or 
nominated, can be linked to political 
iactors Althctiiiieofcicationol Pakistan, 
the state power was predoiniiianily in the 
hands ut the hutcaucrncy and the military 
The leading political party, the Muslim 
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League, was not able to organi.se it.scll at 
the gras.s roots and had to succumb to the 
dictates of llie civil .scivicc and the army 
Besides, the Muslim I x'ague was iiaughi 
with fratricidal war, whic h did not allow 
the party to take hold of i he state inaL'hincty. 
PrcHriurtcdnegotiationson the constitution, 
eiosion of popular mandate, and the 
growing chasm between the Bast and We.st 
Pakistan political leaders did not help the 
situationcither Martial law administration 
needed rationalisation ol their n*gime, 
which they provided by clinging to the 
medieval concept ol appealing to the 
reasons of teligion (leneral /la-ul-Haq's 
legime lound (uslilication for continuing 
inpowei by Islami.sing the society through 
adoption of Islamic .Shariat laws, 
establishing Shanal courts, enfoic ing /akat 
and iishi and abolishing riba 'I'his siute- 
sponsoied pandeiing lo the Islamisation 
created another powerful elite, the religious 
oligarchy, which has furthei played a 
decisive, and adivisi ve i ole in the country's 
society and polity 'I he resulting elite 
toim.ition and fnction has engulfed the 
country and put brake on any mcHfcni- 
isation ol the societv which has been 
witnessed in other two predominantly 
Muslim countries - Indonesia and 
Malaysia 

Formation ol elite gioups whichcontrol 
and acquire pub'icly ownied lesources loi 
piivatc enruhme-nt .ind also exclude 
ma|ontycd thepoptiliition liomlhebc'nefits 
of development, has furthei reinforced tlie 
inequities in the society, and skewed the 
distiibution of economic and political 
power This has further stiengtheiu'd the 
feudal mindset and tH.'h.is tour ol the nan ow 
class ol ruling elite th.it moved in and out 
of power at various intervals and c aplured 
most of the lents fiu themselves I'hisclass 
was attuned to the client-patron relation¬ 
ship The economic leiUs created through 
import licensing, indiistnal permits, foreign 
exchange allocations, ciedits by the 
government banks, laiiff concessions, 
subsidised agriculture credit, tax evasions 
were some ol the tools lor the elite scKiety 
to thrive .Studies have shown that the 
lowest 20 per cent ol the population m 
Pakistan ic\civcd7percent ol thcincome 
whea'as the highest 20 pei cent received 
44 5 pei cent of the income This fuither 
hcl()ed in the formation of the elite 

III 

Pakistan in its present foim emerged as 
a .separate entity only alter 1971, when 
Hast Pakistan became a separate nation as 
Bangladesh During I947-5K, though 
domestic savings were low m the aftermath 
of partition and displacement, Pakestan's 


GDP grew at an average rate of 3.1 per 
cent per annum, ahead ol population 
growth rate Foreign inflows at that time 
were almost insignificant, and were mainly 
lor technical assistance. 

The decade of 1960s experienced 
impiessive growth rate ol 6 X pc-r cent 
This perifKi saw an up.surge ol foreign 
investment with domestic savings also 
contributing significantly. Hus was partly 
due to liberal policies followed by the 
Ayub regime. But this period can also be 
chaiaetcnscd by paradoxical combination 
ol high growth rates and large increases 
in income inequality, inter-icgionul 
differences, and the concentration of 
economic power 

Separation of Fast Pakistan m 1971, 
howevet. saw a fundamental change m 
tionomic philosophy ol Pakistan, which 
lesultod m low GDP growth, avemging 
between only 3 9 percent dunng t he decade 
of I97l)s 'Plus could have been worse il 
thca‘ was no liberal policy ol manpower 
exports lo Middle Ftist. which at that time 
was seeing a boom in the economy due 
to petiodollai Hiis period essentially saw 
loli back ol libetal policies followed in 
the I96()s Nationalisation ol industiics 
and financial institutions during the 
pel lod changed the ground rules of eco 
nnmic management, and were l.iigely 
responsible lor slower growth latc and 
low investments 

Thceffectol pohciesol 197(K and short 
objective ol getting foreign assistance m 
19XI>.s icsulted in contiaction in the 
economy 1 be period saw Pakistan posing 
Itself as a frontline country lighting wai 
against communist expansionary policy 
'I he purpose bt'hi nd that was to get loieign 
assistance, which came in big tianches 
liom the westcin world Though the (IDP 
picked up dunng the penod, it also tnipaiied 
the country's long-term capacity to 
generate sustainable growth, leducc 
poverty, and achieve equitable income 
distiibution Thishadeconomieand social 
costs As a result, today Pakistan ranks a 
piHir 120th in the human development 
index of the UNDP The savings are also 
very low, and hall of theextcrtial lesouiccs 
are requited foi meeting the debt burden, 
a situation close to debt-tiap 

Following the developments m May 
199X and t he subsequent bilatei al sanctions 
and suspension of new non-humanitanan 
assistance liom intemariunal financial 
msiitulions. the balance of payments has 
furthcrdetei loratcd signif leant ly El fectivc 
iniplemenlation ol reform measures 
envisaged under the structural adjustment 
programme (.SAP) has also been adversely 
affected 


The government' s abi Illy to address these 
structural problems is hampered by the 
mslilutional decay extended over several 
years. The erosion m the effectivcne.ss of 
public institutions and poor governance 
has significantly contributed to the 
situation. Recent efforts to increase 
transparency, enforce the rule ol law, and 
rebuild public institutions and public trust 
are .senously undermined by the grea.se- 
pole action ol the Nawaz Shanf govem- 
mcnL which has tned to destiny lastitutions 
ol judiciary and other law enforcing and 
legulating bodies 

Achievement ol Pakistan's mcdium- 
trrm objective of annual GDP growth of 
5-6 percent is predicated on rapid structural 
reforms, which can reinvigoraie private 
sector-led and ex|H>rt-oricnled growth In 
the near term, policies need to concentrate 
on lestoimg macio-econonuc stability and 
balance of payments viability, but over the 
medium teim, attention needs lo shift 
toward increasing .sav mgs and investment, 
developmeiu ol social secloi uilrastmc- 
t'lre andcnhancing the cl t iciency of capital 
tor .sustained high rates of economic 
growth 

Goveinance problems iiiipuii the 
effectiveness of public expenditures and 
contribute to poor economic perloi mance, 
low investment, and inadequate social 
services Pohlicisationol loutmedcci.sion- 
makmg has weakened the civil sc'i viceuud 
diverted expenditures to lowcr-prionty 
acti vit les In this connee lion, attention will 
have to be given to ensuring that Pakistan 
has a pmtessionally strong and i idepen 
dent government The government is fully 
aware ol such need foi a fundamental 
change toward greater respect loi the rule 
of law To achieve this objective, the 
government began implementing during 
this fiscal year the prime mtnis.ci ’ s agenda 
foi instilling good Imanctal governance m 
Pakistan In addition in promoting a 
permanent change to a culture ol financial 
discipline, thc.<ie efforts shouId set the stage 
lor stronger public and private institutions 
with much better linancial prospects foi 
the future But much depends on how the 
government achieves the objectives set 
before itself 

This hook has raised very relevant issues 
lor the Pakistani economy. The issues ot 
governance and institution building hav. 
always been at the core of all the is.sucs 
But lo address these issucsonc has to bniij' 
in political and social reforms, which mai 
he another chicken and egg story. The 
effort ol the GUP lo bring out four bmiks 
on the Pakistani economy is commendab' 

1 just wish they had been a little mo»‘ 
incisive 
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Houses by the Sea 

State-Formation Experiments in Malabar, 1760-1800 

Dilip M Menon 

In the aftermath of the invasions of Malabar by Haider Ah and Tipii Sultan of Mysore, tnappila political 
entrepreneurs attempted to form states in the renion - where dispersal of polincal authority had been the 
norm. While those experiments Iw the 'mihlarv-ftscal' imprint of Mysore thes generally deferred to the 
older political eiiuihbiium. the monarchical form mav rarely aspired to. 


HISTORIC Al, wi ilingon the stale in India 
has an ambivalence about it. 'Fhcre is u 
tendency to move towards baioque 
desciiptions ot lenlialised states with 
elaborate hiiicaueractes, oi conveiscly. to 
aigue that the state was meiely a ritual 
centre Recentstudiesonkingshipmsouth 
India have demonstiated a monarch eithet 
appiehensne ol the i scicise o' woildly 
power Ol leduced to w'eaiing :• hollov 
Clown IShulman l«)X5. Dirks t<)87i 
('haraitcnsalioMsot the moiituchy areolten 
diawii Irom textual exegeses in which 
I itual authoi its seeks toenc ompass political 
power by emphasising the latter's deeply 
compioniised natuie 

Though the monarchical ideal seems to 
he an obscuie object ot desiie. the de 
seiiptions ol piocesses leading to attain¬ 
ment invariably lelcok'gical Hieeniphasts 
ison aprogiession lowtirds well-recognised 
Webt'iian stale loims which manage to 
set in place structure s of taxation and 
coeicioit So while attention may have 
recently shitted away Itom the Mughal 
and Vtjayanagaia behemoths, it is not 
without signilicance that the search is on 
lor 'succcsscir slates' jBayly *983. Alain 
1986. Barnett 1987) 

In the shadow ot iiiipcrial formations, 
proto-slates beavei away at breaking Irec 
of the impt'tial structure on the basts of 
economic prosperity in 'marginal' /one.., 
individual entrepiencurship and the 
hijacking ot existing levcnuc structures 
Fhe senke ot teleology is qualified, at 
limes, thiough an elabniation ol the 
processes, or by sugge.sting that things 
could have turned out otherwise while 
showing that tliey did not | Subrahmanyam 
I990bl. 

In work done on western India, an augury 
of the Maratha state is seen in the 
emergence of 'great households' in the 
Ifth century, as a result of revenue- 
collecting lamilics weaving their webs of 
kinship in the countryside and judiciously 
acquiring village hcadmanshipsfrathcrlike 


contcmpoiaiy property speculators) 
Alongside this, clerical and adminisiiative 
skills are distilled into a 'library ol 
eaiegones and techniques*, which future 
kmgsean consult and rely on IPerlin 1983, 
198*). 19931 I'he reading backwards into 
the origins ol states (an unquestioned 
tiajeclory) ts somewhat qualified in 
arguments that suggest that the truth (as 
one may expect i lies somewhere bctw'ccn 
s'ale' and 'society' 

The ideaol the prolilerationof revcnuc- 
collecling Intel medial ICS who emerge 
111 the shadow ol erstwhile authority as 
‘portlolio lapiialists* |Bayly and Subrah- 
inanyam < 988! engaged in war. trade and 
agiicultuic simultaneously - seems to 
suggest the possibility of olhertrajectoi ics 
Howevci. in the logic ol the argument 
these iiilcimc'liaries are ephemeral 
creatures who wilt in the slrimg light of 
the ccntiahsed state that shall emerge 
While the inevitability ot their demise may 
be accepted, the contours of such enter- 
ptiscs need to be fleshed out more 
thomughiv 

The idea of the inevitability ol the 
emergence ot elaborate 'modem' state 
forms does not allow the ovcrdetermination 
of hindsight t(> be recognised Moreover, 
such arguinents allow a glossing ovci of 
the differences between pre-colonial and 
colonial state hums the Company state 
becomes the highest stage ot stale 
formationl.Steml98.S.Pecrs I99S) Stem's 
argument aboiu 'military fiscalism' posits 
thmsting centralisation as the signature of 
18th century stales - such centralisation 
invoivin^ a lieeing of the state from ItKal 
anstocraev. the creation of an elaborate 
tax-ba.se and the oiganisation of the state 
aniund war Tltese elements achieve their 
iruition in Peers' notion of the ‘garnson 
state' fVspile the detail and nuances (>f 
lhe.se aigunients, the trajectory is .similai 
and the emergence ol a 'state' is st'en ns 
a con.sunim.ilion devoutly to be wished 
Thcr'* IS an emphasis on. and a searching 


in tlK- past lot. the tmeamenis ol the modem 
slate settled agiicultuial gtoups stable 
tevenue organisation and bureaucracy, and 
a monopoly ol violence 

In this papei 1 will elaborate on expcri- 
merts in social and political formations 
on the south-west coast, a parallel to the 
'men who would be kings' in the wake 
ol the Vijayanagara collapse ISuhrah- 
many„in I99()b| These weie tiagile. 
transient political (oims that emerged in 
the wake of I Kih centuiy waif aie and were 
a reflection oi the sudden availability of 
aliieof warasaiiavenuelorsocial nKihility 
They were a relleclion t>l the geography 
ot tl’." legion, inflected as it was by the 
fluctu'itir.g loitunes o* maiilimc trade 
lathei than the stablet revenues of 
agri ulture alone The mappila groups' 
allenipis to cteate political formations in 
Malabai came in the aftermath ol the 
inclusions made fiom Mysore by Haidar 
Ah and Tipu .Sultan between 1766 and 
1792 In a region without a 'model' of 
monauhical centiali.sation or of an 
elaborate revenue-collecting stiucture, 
aspiiantt to .stale tomiation could not just 
lit in or hijack they had to innovate. In 
that sense, an already existing centre space, 
assumed by Bayly and Subrahmanyam, 
had to be l reated ex nihih (out ot nothing) 
New itislitutions had to be created outside 
ot existing ones, the latter being used lor 
the puiposc 

To sum up the argument bnctly. Malabar 
was a region whose history devolved on 
the ocean Politual institutions that 
emerged weie dependent on the volatile 
prolits ol commerce Kingship, sue h as it 
was, consisted of kings perched on llie 
seaface and looking out lo sea. dependent 
almost entirely on the duties and imposts 
ol trade Kings did not have sufficient 
penelnstion into the hinterland to collect 
any form ol land tax, and their sway in 
the inlei lor was dependent on the i eluctant 
allegiance of landowning households 
engaged in pmduction fot the market 



These households muintained themselves 
through control over land and people 
Disputes over territory were sorted out 
summarily through the use ot force. 

Since both the kings on the coast and 
the households on the interior had little 
territory to control, private retinues rather 
than armies were the norm. The inva.sions 
of Haidar and Tipu introduced the 
rudiments of a militaiy labour market to 
meet their kings' and households’ needs 
for local consenpts The first attempt to 
introduce land revenue a.sscs.smenl (the 
imposition ot a tax as well as the cication 
ot an infrastructure for its collection) also 
generated a new space between the centra¬ 
lising state ot My son.' and the constcllat ion 
of multiple authorities in Malabar 

State ’experimentation' rather than 
formation happened uithin this space It 
built upon the detritus of the My.sorcan 
revenue and military machine It indeed 
Mysore was a 'militaiy-fiscal' state, the 
effects on Malabar .society wete curious 
The slate experimentation by the mapptlas 
in Malabar, cairicd on in the wake of the 
Mysorean invasions, bore the Mysorean 
imprint but attempted to create a local 
model It combined tlie authoiity of the 
large Hindu households with the newer 
methods of recruitment and revenue 
collection Bncota/’c was the mode in 
Malabar and it is piccisely this which 
constitutes a unique phenomenon 

Studies of ephemcial stale toims or 
a.spirations have .shoivn how dependent 
the.sf wereon normative formsof kingship 
John Richards’ Papadu and Subrah- 
manyam’s Vehigoti .ind Damarla clans 
drew upon the Viiayanagara monaichical 
model of conspicuous gifting and oihei 
trappings of royalty IShulman and Rao 
19^. Suhiahmanyam l‘)90b| The only 
element ot innovation or novelty is in the 
sheer tcmeiity ot individuals - the men 
who would be kings In this paper. I argue 
that in the state ’expeitmentatton’ on the 
south-west coast, nioiiaichv was a form 
rarely aspired to 

COMMrRCI SNO Hoi'SIIKHtlS 

lairgc households in the interior ol 
Malabar organised production directly on 
their wetlands with bonded labourers and 
dependents or through colonisation ot the 
forest achieved by arriving at stiategic 
settlements with tribal groups (Mcnon 
1994, Shea 1959) .Since the ptincipal 
exports - pepiier. cartlaniom and sandal¬ 
wood- were loresi products, the division 
between ‘settic'd’ land and forest land was 
an artificial one which varied with inter¬ 
national demand lorthc.se cash crops The 
most spectacular example ot colonisation 


of forest and the conversion of other land 
to cultivation for the market came in the 
early decades of the 20th century, when 
Malabar became the foremost supplier of 
pepper to the European markets It must 
be remembered that Malabar remained a 
secondary supplier and that its fortunes 
were inversely related to the production 
on the plantations of south-ea.st Asia The 
authority of the households over forest 
lands and their relations with tribal groups 
varied according to the volatility of inter¬ 
national demand 

The hou.scholds were connected to the 
coast through thcii relations with the 
mappilatiaders whocontmlled the nverinc 
networks and the coastal trade In a region 
whose fortunes were so intimately tied to 
international trade, the whole sy.stcm ol 
agrarian rights was inflected by commerce 
I.and tenures were predotninanify ol a 
coinmercial nature* tor cither impmving 
yields or shifting to cash crop cultivation. 

There is a tendency to conceive ol the 
economics of town and countryside in 
opposed tcims which sec commerce and 
the market as being independent of peasant 
siKiology Tlie rural sphere is seen as 
iharaLtcrised by a moral redistribuiive 
economy However, what we have here is 
a situation in which the independence 
ottered by the market co-existed with 
’jaimani’ style patronage, laigely on 
account ot the volatile nature ol the 
economy While production on small 
hou.sestcads ollcied cultivators a line to 
the international market, in times ol 
lethargic exports the cultivators came to 
be dependent on the hou.scholds. .Since 
most ot the wetlands were controlled bv 
nair ’tharavadus’ and nambudiri 'illams', 
when It came to the crunch it was these 
households which underwrote .subsistence 

Again. Malabar was a region deficient 
in loodgrams Why ' First, the fact that 
cash crops like coconut involved less labour 
and quick profits meant that tnimthc I9ih 
century onwarls there was large-scale 
coiivcrsionol wetlands Sccoiid.inaregion 
inllected by eommeicc even rice was 
exported and there was nourishing coastal 
trade north w ards to Mangalore and at ound 
the peninsula to Bengal (Subrahmanyam 
199()a| Distinctions between cash and 
.subsistence ctops are as hard to maintain 
as those between a market economy and 
a moral one 

Households had dependent labourers on 
their wetlands, tenants on improvement 
leases and relations with tribal groups - 
4 continuum Irom dependence to relative 
autonomy - as they established branches 
in the loresled legions Apart from having 
a sense ol community premised on the 


underwriting of subsistence in rimei of 
shortage, households and cultivators were 
participants in a community of .shared 
worship as well. Brahminical gods, 
ancestors and tribal gods rubbed shoulders 
with one another in a shared pantheon of 
worship IMenon 1994]. 

Yet another dimension was the porous 
boundary between Hindu worship and 
mappila Muslim beliefs Large Hindu 
households arbitrated in disputes within 
the mappila community, and houtseholds 
incorporated Muslim folk heroes into their 
sacred space as much as mosques in¬ 
corporated Hindu customs like the worship 
of .snakes (Mcnon 1996]. 

The households were Janus-faced One 
face hxikcd towards to the fragile p’rofits 
ol the maritime trade in which they were 
involved with mappila traders and 
financiers The oilier looked forwaids the 
interior and involvement in production. 
coloni.sjtion ol land and relations of 
pationagc Large households like that of 
the Kavalappara nairs and the Vancheri 
’illam’ were at the centre of a web of 
authority premised as much on tangible 
icrritorial conttol ason the more intangible 
imagination ol acomniunityol subsistence 
ami worship These laigei households 
exercised civil and judicial powers as well 
(Narayanan 1987, Kurup 1984] Whenthc 
ha.st India Company took over the legion. 
11S Graeme reorganised the administiation 
in 1822-2.1. mapping revenue and ad- 
ministiaiive units on to the existing 
junsdiction ofthe large households (Iaigan 
1881 (. 

What of kingship, kings ora loyal model'' 
In Malabar, kings like the ramonn ol 
Calicut and the Ah rajas (Ktishna Iyer 
1918. bouchon 1988] were largely 
dependent on revenue.s from the ports, it 
IS .significant that the major ’monarch’ in 
Malabar was termed the ‘samoolhiri 
(’/amonn’ ] - derived iiom the word ‘sea’ 
He was the monarch of the waves The 
kings had no revenues except what they 
derived from their own estates and 
demesnes, funds Irom customs and other 
duties, tines on delinquents and 20 per 
cent ol all sums and property .sued for 
under their juiisdiction (Walker MS 
138251’ 

Still, vast areas of the early modern 
economy were outside the ken ofthe kings 
ol the coast, the basic trade in rice and 
cloth could not he regulated or taxed 
Moreover, local powers sitting at the nodes 
ol movement of goods from the interior 
to the coa.st acted independently in 
collecting tolls and transit duties 

Political authority too was decentralised 
It the households in the interior derived 
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sustained revenue troin their land and the 
fluctuating lortuncs of international prices, 
the kings skimmed olf the imposts and 
revenuesol trade alone. There was no land 
revenue in Kerala, nor any revenue- 
collecting mechanism pnortothc Mysorean 
invasion [Lxigan 1887] When the (oint 
■ commissioners attempted to settle Malabar 
in 1792. they were unable to find an 
infrastructure on which they could build. 

When the first assessments were made 
in 1774-75 hyTipu'.solTiccr Arshad Beg, 
the ‘rajas' of the interior were made 
responsible for their own collection [Swai 
1974|, The use of the word "rajas' reflected 
less the existence of monaichs or a royal 
model in the region than the importation 
of a notion from rcsnons wheic kings 
exciLiscd the autiioniv that these house¬ 
holds did here The vocabulary of the 
ievcnuecstabltshment.in<tthe designations 
of Its officers had K' he thought up in 
Persian only the humble 'menon', oi a<. 
countant. and other household tiiiiction- 
arics existed within the native range of 
institutions 

It IS perhaps possible to .irgue that given 
the state of political e(|uilibiiuni based on 
.uxess to a wide fnmiier sue h as the oc can. 
centralising impulses had never anseii 
1 arger household foi mat ions on th'coast, 
like that ol die ramoriii, had been content 
to sil atop the flows ol trade liom die 
inieiioi to die coast .iiid beyond 
The history ol monaa'hy in Mal.ihar, 
such as It wa.s, could have emerged in the 
history ol conflict m the ocean f-'iom die 
Iftili century, the Porliiguese attempted 'o 
close oft the ocean and nionopohse ttade 
ISubrahmanyam 19911 The/amoim and 
the All rajas in Cannaiioie emerged as a 
political I cnticlochallenge this Monaichy 
was the story ol an ever-shifting coalition 
of meichatits. naval powers and the 
emergent court I Bouchon 1988, Dasgupta 
1976: Nanibiar 196.11 ^ telltng character¬ 
isation ol this negotiation ol monaichy is 
given in AlcAander Hamilton's I8lh 
c c nluiy account ol the t. 'annanoie 'prince' 
Ills novelnmc'it is nm absolute, nor is it 
hcrediliiiy. and inste.icl ol giving him the 
Tiust ol the Treasury which conics by 
Taxes and Merchandirc. they have chests 
made on purjiosc. with Holes m.ide in then 
lads, and then i oinbeing all CmUt whatev ci 
IS received by ihcTicMsuiei, is pul in those 
Chests by these I loles, and each Chest nas 
lour laicks, and then Keys are pul in the 
Hands ol the Rajah, the Commissmnci ol 
Trade, the Chief Judge and the Tieasurei 
and when there is Occasion loi Money, 
none can be taken out without all these 
four be present, Ol thai I)epiities|Hamilton 
17271 

l-urtlicrsouth, m rr.ivancoio.lheemer¬ 


gence of monarehy can be traced to the 
challenge posed hy the Dutch and then 
the English bast India Company through 
their attempts to control maritime trade 
[Dasgupta 1976, de Lannoy 19971. 

Swat's discussion ol the political loi- 
mation in nonhein Kerala is iiluniinating 
in Koluthunacl. what Swai terms a 'political 
clustei' existed around the dominant 
household ol ihf kolathiri who ruled 
Chiiakkul The boyanot of Badagara 
contiolicd the tcrritoiy between the Kottali 
and Kav ay 111 \ CIS. and between the Kavay i 
and Malle users three .sets of households 

- iheiichumiiaiol Randaterra.thcnambiars 
ot Iruvalinad ami the nairs of Kurangoth 

- stepped on each othci's toes within a 
mmuscule iciriioiy By t760. this Ickisc 
political clustot had fragmented and each 
houscliold assetted its own independence 
[.Swat 1975] The Kniathiinad ‘kingship' 
such us It was represcntc'd the temporaly 
acknowledgement by households around 
It ot Its utility as a node tor trade 

With the (oiiimg ot My.sc'rean troops 
imcict a cenlialising monarchy, a tew 
households aspr.ing to dominance began 
to look to ths' loyal model It is signitleant 
that the Vcngan.id nambidis began then 
liaiisiiion to 'inonurchy' by calling 
themselves the ujasot Kollengocic in the 
late I8tli eentcuv |Tliarakaii '991] And 
again rhete was ,i Hurry ot monarchical 
aspiiationsasin I 795, when theChirakkal 
'■aja' attempted to hold coionniion 
cctemonics |W.ilker M,S 11601) 

'lliese atlv’inpls at soveicignly came 
duiiiig liu iiiteiiegnum between the 
Mysiacan uei'jiluie and the accession ol 
noithc-in Koala to Company rule It was 
10(1 much too l.iie Once (he F.usl {ndci 
CompanyhadgJinedcontmlovri maiilur-e 
li,idc. nioiiaichv wsis choked and lendeied 
dependent on the subsivly ol the colonial 
slate The 'mon.iiclis' Iclt the stage ol 
histoiy with ,1 whimper, preliguiations ol 
this wcic cvideiu when the Haidai-'lipu 
mvasionsiesiilti'dm:inex(Hlus(ilniemlu'rs 
ol the ‘toval households soutliwruids to 
Travaricoie 

What V c .lie speaking about licie is not 
ptHC .Stem, a segmentary sl.iic wheie Hie 
royal coutl is the centre only ot iilual or 
'diuimic' cc,.l'angc The couU did not 
mattei heie. the households in the m‘c«u>i 
genciated thi ii ow n aura It was the arnv.il 
of the Mv .oicaii c (incept ot ktngship which 
gave cicdeiKC to monarchy ‘ind its iiap- 
nings Ap.iilliomuMablt'iinstitutionbiisc’d 
on I es eiiiic c ol k <. I ton and a standing aniiy. 
the ideaol aioval aurucanie l.ui'to Malabar, 
by whic li time the age ol kings had passed 

InTrav ,1111 oie there hud been a tendency, 
which g.ilhc‘iccl momentum in the 17th 


century, towards centralised monaichy 
Truvaneorc had lot long been u part ot me 
constellation ol political aulhonly in south 
India At vanoiis tunes it had bc'cn under 
the su/eiumly ol the Nay aka iorniulions 
Its history ol engagement with the idea ol 
monaichy was loiigei 'I'he thrust towards 
a centralised coeicive toiiiiution reached 
Its apogee under Mailanda Varma 

Even tlien the monaichy was considered 
unexpiessionol hubnsas well us immoral 
Marlanda Varma dcdicatc'd his kingdom 
to the god Padmnnabha. enshrined m a 
temple, and ruled as his dasa' The act 
ol appropriating the territories ol van¬ 
quished foes was not viewed only as 
necessaryieal|H)lilik| Ibrahim Kunju 1976. 
de Lannoy 1997) 

H in Shulnian's magtsteiial woik on 
monarehv the king is a ligiirc riven by the 
angst of Ins exislcmlial engagement w’<ih 
powerand evil here the monateh 1 •. picssoci 
clown less by a largei moiahly Ilian by thi' 
veiystiaiigenessol hisinstilulion (.Sliiilmun 
1985] Wtial jiiesses the moiiai, I. down 
IS an aiixic'ty genetated by the emeigciicc 
ot n polilical loimation seen as alien and 
(.illiei unseemly Sigmlicanlly, the inyilis 
about the good moiian li m Kerala l.-ature 
those who left kingship moidei loconvcti 
to Buddhism 01 Islam .k c 01 cling to \ aiiants 
Or, as in the case ol the icgeiid ol Muliabali 
They tell a tale ol righteous tide bv a 
moiuicli whose leign was si lieduleJ toi 
c'xlmciion |[,ogan 1887] 

Monnic hv was a supei I luotis instiiution 
on the coast Hie piolils ol lommcicc 
meant the jiossibilily ol the n> existence 
ol mulliple auilioiitii's a conslcllaiion ol 
households coiiliolliiig land iiseis and 
jieople while kiires loiloinly looVecI out 
to sea C ommei c ■■ had gcnei ,ilcd a politic al 
equilibiium which obviaU'cl the I'ecd l(»t 
■I monjrcti 

What ol Hie minting ol cuireticy. 
geneiaHy seer, as a piivdege ol iiionaiclis 
nndihei mbleinol sovereignly 'ITie vaiicis 
111 coinage' was immense It rcHected both 
the multiple levels ol juthoiily and (he 
diHerential engagement with maiilime 
nude 

Along the coast (heic weie gold coins 
carncdovei tromthe Vit.iyan,ig.it.iperiod 
Venetian doubloons and coins minted by 
piosperousmeichaittsoK'.inn.inoie Being 
1 ' thecenire ot the long loutes liont sniiih 
east Asia to the wes' Asia .md i•,lllopc^ the 
Malabar coast was a legioii wheie uiiii- 
metee ('Utlived iraiisietil political loinia 
tions I he coinage ol dead eminies (even 
Ihe Roman) was kejil alive within the 
vitality ol oceanic tiansaclions lairthei 
inland iheteweiclhesilveicomsid vamnis 
ioealitic's and in the mleiioi every petty 
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raja coined 'casho' ot 'thutto' ot copper 
IWalker MS 138251 

Coinage was most certainly not the 
privilege ol a king or an oveiarthing 
political ionnation It did not signify 
sovereignty as much as the exigent needs 
ot comment*, and even as households and 
empires flounshed and died then coins 
lived on 

All along the Malahat coast, theie are 
towns with the .signilkant sultix ‘angadi' 
(market) These towns wen* nodal points 
on nver mutes supplying the coastal towns, 
binding together the economy ot livers 
and tK'ean They were populats'd laigely 
by meichants and people who earned on 
the tKcupations needed to lacihiate ttade 

- headload carnets, tnoncylenders. boat 
men, cartmen and so on. 

Bayly has written ol the 'commercial¬ 
isation ol lights', otfiees and status fol¬ 
lowing the crisis of itiipciial uuthoriiy in 
the IKth cenliiry Implicit in this argu¬ 
ment IS the proposition that lot the most 
pan this process is |mssible whenever 
political authonly is weakened tiowever, 
to see the commercialisation of rights as 
a phenomenon pcitaming only to break¬ 
down IS limiting In .Malabai fiom the 
17thcentur> atthelatc'-i. 'attipettola' deeds 
transferring rights to maikets. letiies and 
nvers as well as lights to political and 
religious authonly weie common (laigan 
1887) Theioutetores(H’elability waseasy 

- money could buy the legitimation o* 
status 

While laigei households consolidated 
themselves ovei generations by buying 
into land, rights and authority, a 'parvenu' 
could set him.self up on the piofits ol a 
volatile market, even if only in his own 
lifetime. The piocesscs tending tow aids 
consolidation and fi.igmcntation weic 
etK'val.and it wasihis dynamic which was 
central to the constellation of multiple 
authority 

Even temples bought and sold land 
They were not dependent on royal favour 
Ol seculai guilt about involvement in the 
machinations ol existence All activity 
secular or religious, was sullied or 
enlivened by commerce - depending on 
how one looks at it Shulman and 
Subrahmanyam speak .ibout the transition 
tmm 'brahmadeya' - the granting ot land 

- to ‘annadanam’ oi chanty with the sudra 
re.surgencc in the Nayaka pet lod (.Shulman 
and Subrahmanyam l<)9.5| Even smaller 
temples in this region were akin to the 
corporate I'lnipati-sty le modes ol func¬ 
tioning. being nodes ol commerce as much 
as of worship (Stem l‘)6()l 

Commerce also meant there was 
constderable serial mobility in the region 


Alexander Walker, one ot the foint 
commissioners appointed to enquire into 
(he affairs ot Malabai after its accession 
to the Ha.s( India Company, observed that 
a considerable degree of hope and Emul- 
.ition has existed among the people of 
Malabar numcious instances ot new 
families attaining to power and wealth 
(Walker M.S 13825). 

The tcmi ‘nan' acquired the nature ol 
a status category to be aspired to It has 
been argued by Susan Bayly that anyone, 
even non-Malayali military man w ho bore 
anns could adopt the title of 'tiair' in this 
lieriod (S Bayly 1987) Walker speaks ol 
a Pulayan 'bandit' who took on (he name 
ol Koolemakc'c.sa Pulayan Canon Nair on 
acquiring a degree of wealth and power 
(Walker M.S 136II). A levcaling 
oKservation made in this time ol tuibulr nee 
IS that 

an ordei of men arose in this CouiUiy, 
which IS nut to be found at presen' in .iny 
othei p.ut of India They not infrequently 
amved ill (he authority, it nut (he Rank, 
ol piinces without assuming any Titles 
They aic distinguished by the emphatic 
.ippeil.ition ot N.iyr, in addition to their 
proper n.ime, oi of then estate Atiei the 
powei ol ihe titled i hiefs declined and they 
sulleied a general dcgradn'ioii the 
iippellation ol ‘Nayr’ h.is been ptoudiv 
ussiiincd The common and geneuil use 
ol 'Nayi ’ III this sense is of miKlern date 
IW.ilkerMS H798| 

Ol course Walker made thc.se obsei- 
vations at a time when .siKieiy on the 
south-west coast was in a slate ot turmoil 
lollowing the expansion ol the frontier ot 
warfare from Mysoie However, it must 
be noted that the general aspiiation lor 
upwant mobility w'usinllectcd by the model 
ol the huge households ot the nairs and 
not by any monarchical ambition 
Wlial manner of political loimations 
could emerge in (his context, consideiing 
Ihe absence ol a monarchical 'ideal' and 
the tremendous scope lor individual 
entrepreneurship'’ Wc spoke earlicrot twin 
tendencies fragile affluence geneiatcd by 
the* m Ji ket and the consequent dependence 
forsubsistencuonlargei households Bayly 
has an insightful suggestion that within a 
flexible political economy the aspect of 
Hindu lie practice which was most 
adaptable was that oi the jaimani system 
centred on a dominant group nr household 
(Bnyly 1983) 

The systematisation of revenue ex¬ 
traction was absent, (he po.ssibihty ot 
coercion was maiginal m a decentred 
polity, and only sonic form ot social 
insurance could Inrm the basts for a 
cohesive formation In that sense, the large 
households which organised production 


tor subsistence and trade and which 
gathered unto themselves cultivators and 
dependents as well as an assortment of 
religious and judicial powers were (he 
liK'al exemplars 

William Logan wrote ol 'nairs of ability' 
who wrested landholding rights and 
attracted the 'great body of cultivators' to 
agiicultural production centred on their 
households He traced a process of the 
breakdown of communal rights over land 
III lavourof individual 'f amiles' beginning 
III the 15th century (Logan 1X82) It is 
possible that this piocess gained 
momentum in the early 19ih century with 
the expansion oi land frontiers in the wake 
ol warfare (Kurup 1980) And in a sense, 
even the 'toyal' foriiiations can be seen 
as vastly expanded households, as has 
been recently suggested (Arunima 1996] 
The kolathiti to the north was spilt into 
five branches, the piemier branch exer 
cisiiig 'kingship'. 7'he 'palaces' that 
Company records speak ot wea* nothiog 
more than blanches id a dominant house¬ 
hold established m diilerent diieclions - 
east, west and so on The Ea/hassi revolt 
(snuffed otil in 1X06). which was repre¬ 
sented as a revolt by a'l aja’ against English 
aulhoi ity. had ilsongin in a lamily conflict 
The initial fracas was between the 
Kuiumbianad 'lafa' andthePa/hassi 'raja' 
- a conflict between uncle <ind nephew 
over w'ho should succeed «> the headship 
ot (he matri lineal household 
As Swai has .shown, the fompany 
records tended to legaid the larger 
households as 'kingdoms', and the 'raias' 
referred to were mvaiiably the eldest men 
within (he laigest iiialrilmeal households 
III a given l(K‘alily 

Many of these (lesser rai.is) possessed in 
their dilfercnt distiicts the same rights as 
to justice and icvenue which (he rajas had 
Ihemsel ves and were totally exempted tiom 
tnbiite (W (i banner to Tay'or. October 
1792. cited in Swai 1975| 

The joint commi.ssioners appointed to 
enquin.* into the state ol northciii Keiala. 
conscious of having dcteati'd one royal 
challenger, were eagei to make a political 
selticment with a regional 'royal' authonty 
preterably Hindu with a claim to 
legitimacy 

We sh.ill be able to do justice to the Nans 
and restore them to their ancient posses¬ 
sions which have been usiiipcd by a race 
ot men naturally hostile to every sect hut 
their own (Madias District Records, 
Political, 1X00, p 183) 

Coupled with thi.s was the hatred lor the 
mappilusexprc.sscd strongly by Alcxandci 
Walker - a race ‘presuming, bigoted and 
turbulent' (Walker MS 13613) - and later 
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enshrined in Thomas Strange's reports on 
the mappila outbreaks ot the 1 '>th ccntui^ 
The language of the settleniciit is leplcte 
with references to 'rajas'. and almost every 
household was accorded the dignity ot 
myaky. Some ol the larger households, 
lil^ the Vcngayil and Kalliattu, were the 
hcnelicianes ol this search for monarchs 
since the settlements gave them almost 
absolute authonty over land At a later 
stage, as Arunima has shown, it became 
important to settle with 'male' authoiity 
within the households themselves - the 
earlier fluidity within matrilineal house¬ 
holds wheie women could succeed to 
headship \sas bntughi to an end by the 
middleol the IDthcentiiry (Arunima l^)92| 

Miuiaks Tkadiiions 

The discussion in the previous seition 
has thrown doubt on the existence of a 
royal model and poinied to the absence 
ot a revcnue-iollecliiig inliastiuctuie or 
any notion of land tav What ol standing 
aimies and the possibility ot sustained 
'.oeicion'’ It has oclii aigued that the 
imperativeloraiscl-.uii’pcan-slyle intanliy 
to lompete with loreign tioops was one 
ot the inajoi pushes low ai ds the emergence 
of lentralising inonarihies (Stem I9X.S| 
The demand toi cash to pav Hoops led to 
mote systematK atlem|)ts io(.ollei.l R'venue 
and so on 

It IS |M>ssihlc to argue ih.il in the ease 
ol Travaiicorc ihis was indeed what 
happi'ned C it owing ton t lict w'lth the Dutch 
ovei the control ot loastal tiade pushed 
Maitanda Vanna towu'ds einploving 
mciceiiatics Indian .ind Huropcun and 
ultimately instituting a liuropean-slylc 
standing atmy trained by the Dutch 
mercenary dcLanno) (Dasguptu l‘)76. de 
I.annoy I9')7| But, as we have aigucd 
eai liei.Tiavancoie was part ol the Irontiei 
ot wurtaie .ind monanhicul toimntion in 
south India fora longci period It was this 
that made the transition to its own 
con.solidation as a monarchy easiei 

In the case ol north< rn Kerala, it could 
be argued that the emci gcnce ot a militaiy 
culture or an army was a later event 
precipitated bv Tipu’s mvasion The con- 
veision ol hands ot letainers into a dis¬ 
ciplined loice prrived ditlicult lor indi¬ 
genous toimations while tor Tipu le- 
c ruitingun army had pn wed tohe a piohlem 
because ot the non-existento of a 'military 
lahourmarket', louse Kollt's phia.se | Kollt 
IWO| In a sugge.stive paper. .Stewart 
Goidon speaks of three military culiums 
the Rajput, the Maraitu and the Nayaka 
(Gordon I9'J4| It was the expansion ol 
the posi-Nayaka tormaiions that extended 
lhc7oneol conflict wc'twardstothc coast. 


and It was the detritus ol this conllicl 
which moved as the /one ol conflict shitted 
Wc have to understand the iranslormution 
on the south .esi coast in the light of this 
phenomenon the emergence ol a short¬ 
lived military labour market 

The image ol the nairs ol the south-west 
coast as a martial people may have been 
dclerniiiied w-ithin two historiographical 
momenis tiavcl writings frcgtnning in the 
I .)th century and the Bust India Company 
records contemporary to the conquest ot 
Malabai Most ol the travel accounts ol 
foreign v imiois arc accounts nl the coast, 
almost none ot them ventured inland I'he 
visitors' onlv exposure wa% to the 'royal 
court' ot the /amorin - who did not 
particulaily inipiesstbem AccouiUsrecoid 
his sitnpliciiv and lack ol opulence 
flowcvei.thescatch was loi a ‘monarch’, 
and Ihc iravcIliTs pinned then hopes on 
available candidates II not the good 
Clinstiaii king ol the Ea.st - Presler John 

lessc! ones would -.ullice (Suhtali- 
manyatn iy‘)7| 

More impoiluni lor this d'scussion are 
the desciipiions ol armed inhabitants. 
pailK'ul.tilv nans- tor example, Baibosa 
saying in i>ie Kith century that nairs have 
no duly othei than to cany on wai and 
conlinujllv c.irry aims (Baibosa IV3I( 
rius desciipiioii ot aimed reiaineis such 
as wonlil li.ne been kepi by any huge 
houschoiil I ii I luel cannot be stiapolatcd 
to the assumption that all nairs w. le niarlial 
and Dial in.iitial activity was nidged Ihcir 
onlv in ciipal'on 

Buchan.iii wrilingoriiisti.ivclsthiough 
Malabai. wu'le ol the nans as soldiers 
w'liodisd.iined industry (Buchanan 1807( 
It must he home in mind th.it he was 
travelling thioiigli the icgion wilinn a 
dec.ide ot lipii s deleal The legion had 
not been sellled (the Pa/ha.ssi ta|a was still 
leading Coinjuny innips a menv dance 
Ihioiighthc lunglcsiand not only the nans 
but liiosi oiiiei iiihabiljius. loo. weie 
bcai mg .11 ms W hilc Ihc travelogues speak 
about a pailuular group ol people in a 
spec il ic g''ogi .iphical location - nairai nied 
iclaincis Oil the coast - Buchanan and 
Compaiiv K cords speak about a particulai 
coniuncliiie when a sword was as much 

means ol pioiedion as .< nuik ol u 
pnilession Instances include Walkci's 
obsciv.Uioe ’i: 1797 that "the sl.niiding 
anny is the n.iiion” (Walker M.S 116071. 
and Buchanan remarking in IX0| that it 
IS not •mi'su.il lo see a man at a plough 
wilhaniuskei on his shoulders (Buchanan 
IK071 

It wc aic to atguc that the giowth ol the 
idea ol a siaiulmg army and ot a militarv 
laboui maikct was the result ot the 


expansion ol the /one ol conllict, what 
ate wc to do with evidence ol bcxliCK of 
anned men'* As wc have seen, travelogues 
teici laigely to ItHalised retainers Then 
there weie the 'kalaris' or gymmuiiums | 
attached to individual households It would | 
he a tund.imenlai misiindci standing to see | 
theseasrniliiarySi hoolsol theup|vicastes, i 
since they imparled elenwntaiv education h 
as well lo boy s and gii Is Moicovcr, there 
weie.Syrian('hnstiunk.il.irisin I'n'ivancon* ji 
and l<ugely tiyya ones in north Malabar. |( 

The only boily ol liter aline which give's 
us a i onsistcnl account ol the kalaris and 
then involvement in Ihc s<k lal andpolilical 
lile i>l Kerala - iho V,id.ikkan Pattukal - i 
date tiom the I4tli cenluiy lo (he IXthr 
centuiy They iccoid blood Icuds, skii-1 
nnshes between leiaincts ol liouseholds, j 
Iheeniplosmentot individual tighteis lot ’ 
pioieciion iieioes championing ccitain i 
causes and lighimg on bclialt ol iighteuus 
pations (M.illiew l‘>79| I here is no 
mention ,it all ol .1 standing ainiy, wliiih ' 
IS not siiipiising consideimg lh.it conllict 
was both small scale and spoi.idic 

I lie liguies supplied hy iravelleis like ' 
llamillon and ni East India Company , 
lecoidst Walkereslimaies2.60 (KtOaimed *' 
men m Mal.ibai m IXOI |\^,ilker MS ' 
|16I2|) should he iie.tled [unf Kollt as 
a 'census ol piobahle aimed men' lathei } 
than as illiisu.itive ol the exisicme ol 
si.iiuhng armies iKoItt I99(i| ftadi 
lionally. organis.ilionsot KMlsoiOtHK as 
they weie called (these could as well have 
been notional, ide.il nuiiibeis), < (imposed 
ol loui lannlies to each 'l.iru' .11 s|)heie ' 
ol contiol ot a household aibiti.iled and 
sellled dispiiies ovei boiiiultiiies. lands, < 
water and w.istel.md 'I he slakes weie too • 
low .indlooeasily negotiatedloiiecessitalc , 
a laigei armed inieiveniion Among the ' 
lollowei s ol P.i/h.issi r.qa in his rebellion, 
theie were not mote lh.m SO men pei chiel 
(Walkci M.S 1.16071 

The entiy ol Mysore inlo the pi htii s ol 
the tegion upset ihe equilihnum that had 
existed on Ihe soutli-west coast Ilie con 
siell.ition ot nuiltiple authoi ilies could not 
lace up to Ihc ch.illenge ol a centralising 
toiinalion which monopolised tiuile .iiid 
iniiodtieed land tax in a region win le land 
had belonged U' those in ilie \ii imiv who 
lo'ild exeicise conliot ovei it In I7(il. 
llaidar Ah enteied into an ari.ingeineni 
withthe All lajaot ( mnaiKueaiid invaded 
northern Kciala to l76'v-66, aided hy 
mappila ausiliaiies and Mvsine.iti i .avalry 
arid rntanliy In (he loin decades heiween : 
1766 and IXOtv, noithein Kerala w.is in -i 
slate ot waitare 

The niappilas weie (he Inst 10 respond 
lothecie.ilionol aniililarv I'thoui niaikct 
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Iicy responded alone with '•uhoidinaic 
astc groups which saw in warrarc a route 
o social inobilily Along the coast the 
onflicts ol ntappila ti.idcrs and seafarers 
vith the Poituguese attempts at monopoly 
lad led to the rise of militancy, best 
'xpressed in the rise of the maiakkars of 
7alicui INambiai PXiV, Suhralimanyam 
I99fl. I-urthci inland, where the 
’ortugiiese did not penetrate - they did 
lot n«.vd to - the mappila communities 
were less beleaguered 
Dale's aigiimcnt that the Portuguc,se 
?re.scnce Islamicised .ind militarised the 
mappila community is an uniustiliable 
exiiatiolaiion ftom tlii- experience ol the 
mappila sealaicrs alone ft is not im¬ 
mediately clearwhy mappilaagricullunsts 
in the interioi should have been similarly 
and as sevciely allectcd hven it we grant 
Dale's argument of ,i tnuiticr between 
mappila agiicultuiisis .ind Hindu sosicly, 
this engendered only skirniishcs and 
outbreaks ol conllici betw'cen lollections 
ol individuals 

It was the entry ol Haidai and Tipu 
which rnililaiised conllicl and led to the 
emergciKC of a new gioup among the 
mappilas e.illcd ‘moopans' In ordiiiaiy 
pailaiuv, the word implies overseer or 
headman llui in this spocilK context n 
monpan was a mililais recruilci, who, as 
Walker puts it, was tlic head ol a small 
body ol men. ‘like a Roman centuiion' 
IWalkerMS 1.1709) ‘I'hc moopans came 
up in lesponse to the invasions and the 
need loi soldiers as well as ihe possibility 
ot acqiiirme wealth iiul statii'- thiougli 
soldiciiiig in tioubicil limes 
The entry of the Mysorean tones tipped 
the balance m lasoui ot the mappilas 
against Hindu landlotifs though certamis 
It did not result in the end ol Hindu 
dominance IPanikkai 19S9| These 
mappilarnililarycontra^torsdid not belong 
to a stftble system, ihcy came up duiini; 
anintciiegnumotwail,ue W>ihthedeteul 
ol Tipu, some ol the iiMHipaiis associated 
themselves with the biiel msuticction ol 
the Pa/hassi ia)a The pactlic.ition by Ihe 
Past India( ompany Hoops lendeied them 
redundant 

Instead ol locating the militancy ot the 
mappilas in their religion ^ susc c'ptibililies 
Ol a hisioiy over the/o/ig/ici/iorrol bc-ing 
beleagcieied by the Poituguese oi Hindu 
landlords it may be truitful to look at the 
origins ot militancs in ilic' peculiai 
circumslances ol w.ulaie 
It the mappilas oi sections ot llieni, 
ix'spondod lo the t.u,iiion ol a miliiaiy 
lahoui rnaikct wliai ol the mllticiice on 
the widet soctet' ot the rniliiaiisaiion 
(HCMsioned hs the Mssc'ic’an msasion’ 


Soldiers from the Carnatic and the north 
arrived in northern Kerala as the /one ot 
contfict expanded and employers ot 
military labour diminished cksewhcrc in 
soutli India The Pa/hassi raja, while in 
retreat at Manantavadi had 112 
'Camaticks' serving with him [Walker 
MS 13605) The 'kings', or the heads of 
large ruling bnuschold,s like that of 
Chirakkul, the ramonn and the Palghat 
achan began lo t rai n and die,ss ihcir soldiers 
111 Company style It is significant that few 
ol them were from Malabar itsell. they 
wca* nearly all of themcmigiants from the 
Carnatic region 

Walker further observed that the raja ol 
Cartmaad (Kadathunad) kept a garrison of 
soldiers 'cloathed in every respect like 
ours and instructed, iii all Ihe honoraiy 
lucks with w hich they complimented him' 
HieChirakkal luia proudly tlewthccolcHiis 
ol the Imglish piesc'nted lo him by Geneial 
Abc'icromby IWalkcr MS 13616) These 
latc'ic'ulelfoiiswcicquileun)ikcMart<uid:i 
Vaima''. syMemalic mobilisation and 
ttuming ol the Travancnic armies 

The Chirakkul laju had 2(X) men with 
olliccis in bnglish unilorms carrying 
I'.nglish muskets and Biitish colouts and 
accompanied by drums and pipes 
Buchanan lecords how he was met by an 
ot I leerot the ru|a drc'ssed in ablue uniloi m 
with white lac mgs, hoots and helmet The 
I espouse ot men with niyal aspiiations 
w'as to imitate Ihe Icum ot the .superior 
mditary machine which had detcated them 
.ind lo con vet I ei si while retainers lo the 
semblance ot an iiniiy 

Walkeis' diarie' record his bemusement 
as he tracked the elusive and highly 
ptolession.il Pa/hassi laja thiough the 
loiests Fven as the lagi slipped away into 
the lush gieeneiv. he would leave behind 
striugcclinstrumc'nts.ornameniiil spittoons 
and evidence that liis wives weie 
acc'ompanying him even while he was 
carrying on guctilla warlare |Walkei M.S 
13612) bscn the ‘king in exile' - Kerala 
Viii ma - seemed not lo he completely suic 
ol how a king ought to behave 

Apart I tom these vignettes, it is iin- 
deiiiublc that the extent to w hieli Makibai 
sciLiety was militaiised was considerable 
In 1766. w lon Haidut Alt made incursions 
into Kadailu.tiad and Mahe. the amiies 
weie secuied m the real by a series ol 
blo,.khouses. called 'l:ikkilikotta.s made 
ol wood In the pciiod lolKiwing Tipu's 
delc-at. this dcliilus ol waitarc could be 
utilised by .ispiranis to local powei as 
MtonghoUls 

A poiiod ol watlaie and iiiueiiuiu 
poliiicMlautliontyonceTtpu'sccniruhsuig 
thiusi had been short-cueuiled also meant 


that the lines of trade were up for grabs. 
Mappilas controlled the rivenne trade and 
most of the coastal traffic Now the cc.sses 
and and imposts which had been levied 
on them were ab.sent. as were the i^uthonties 
who could have collected them. In one 
.scn.se, internal tnide had been hit hard by 
the Mysoman invasion and the merchants 
on the coast by Tipu's attempts at 
monopoly. The merchants at Ponnant had 
lot a hrici while been turned into agents 
of Tipu's trade bureaucracy. 

Once the Mysorean authority was lifted, 
the sudden opening up of resources meant 
that tiic mappilas could combat Compmiy 
attempts to control trade quite elfectivcly 
Tile tuciors at Tcllichcrry had established 
round boats to prevent Ihe cxpoit oi pepper 
liom Kadathunad Mappilaboatsoutrowed 
and outllankcd them, rowed by eight to 
ten men accompanied by lour lo six 
swoidsmen While Ihe Poi1uguc.se pre¬ 
sence 1 1 om the 15th eciituiy had niihtanscd 
Ihe Ocean, the late 18lh century saw the 
militarisation ol the inland waterways lor 
a briel period 

The prolils ol clandestine comnieicc 
wea* ploughed into attempts at Icintonal 
coiiliol Mappila leiiant.s had begun to 
shift the biiiden ol Ihe land revenue lo Ihe 
Hindu landloids simultaneously with the 
institution ot the land revenue assessment 
between 1774and l77K|Dale 1980) The 
creation ot a levenue bureaucracy by the 
Mysoiean scltleniciil installed mappila 
ot lic'ials within localities previously under 
Ihe control ot dominant households Com¬ 
pany fc'c'oids cihservc that the /amutm's 
iiilliicnce had Ocen 'displaced' by the 
mappila.s and that they were trying to 
'obliteiute Hindu society' (Second Com- 
mitcc, 1796 Revenue Diary, pp 1147-48. 
See ond Committee 1798. Revenue Dianes, 
pp 69-70) 

In 1793, the mappilas ot Koodali applied 
lo the Pa/hassi raja tor leave to build a 
mosc|ue Harlier Pa/hassi had pulled down 
a mosque built without hi.s prior per- 
mission The building ol mosques need 
mil have ari.scn from an upsuigc ol 
religiosity following Ihe tempoiary in- 
coipotation into the realm ot a ruler with 
Islamic pretensions In the case ol the 
mappilas (both in the early 19th century 
and later) mosques became strategic places 
ol retieat. easily detensihle redoubts when 
challenged oi pursued The Pa/hassi raja 
and his lollowcts. tcKi. were not loath to 
lake rctuge ni light a rearguard action 
Irom temples In an era ol warfare, dis- 
iinctions between sacred and seculai had 
been consideiably blurred 

Pisewheic III south India, the Srirangam 
temple' housed French iicKips helwcen 
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17S2 and 17SS and wn& rmally evacuated 
in 1758. English troops besieged Sn- 
rangamin I7S8 by encamping in the 
Jambukesavam temple [Han Rau 1976) 
In the late 18th century, Jamadar Alap 
Khan, ruler of Kummil, carried away the 
bells of the Snsailani temple and the 
mantapa of the Mallikaijuna temple and 
manufactured bulleis. Cannon were 
manutactured out ol the utensils in the 
temple, they did not, alas, survive the iirst 
firing [Mahalingam. 1976 MS 1351 

Alhan Giinkkai (ol whom more laten 
sent hill 'panikkars' lo buy gunpowdet 
tnim the Malappuratn ba/ai A special 
class ol people called 'veil gurukkal'. or 
explosives experts, uoiked lor mappila 
lebel Chembum Pe ket [Walker MS 
13613] When the Pa/hassi raja levollcd 
several moopans enlisied themselves loi 
bringing inappilas liom the coast 
Metchants \sho dealt in nee. spice*' and 
slaves along the coast began imIIr in 
military men as well, iioi to mention 
aiinaments and gunpowdet 

In the peiiod between 17oO and I8(K) 
soiieiy III northein Keiala hail been 
consideiably mililaiis,d More iniporl.mt 
for our argument is the i,i. i iImi apaii liom 
the availability ol arms as a loiiie to 
authority, the rudiments ol a (.entialised 
administration h.id bien set in phue In 
Shernaad. the ‘adalal and the 'darogas 
were mappilasand in 1 .mad, the /amorm's 
area ot eistwhile authoi ity. all the icvenue 
iunctionanes were m.ippilas 

Here we have the interesting contours 
ol a new kind ol ioimation emcigitig A 
number ol mappila enta'pieneuis hiid 
assumed control ovei the networks ol 
trade and had establisncd hnks with the 
mcichanls on the coast They had become 
functionaries within the rudiments ol a 
revenue administration set up by Tipu. 
Moreover, thev had gained control over 
an incipient labour maiket as military 
contractors oi access to men through 
their connections with the coast. The 
merchants on the coa.si had expanded the 
scope ot their operations from dealing in 
agricultural prixlucc alone to the cuireiitly 
profitable supply ol men lo emp'oyers 
'fhe detritus of warfare from southern India 
was making its way to iliis unsettled 
Ironticr 

We can sec the glimmerings ot the 
creatures called 'portlolio capitalists' in 
the entrepreneursengaged in warfare, trade 
and revenue collection Howcvci. thcie is 
a significant diltcn-ncc the.se entre- 
ptencurs did not come to the loie in a 
period oi crisis ol royal autluirity. There 
was no monarch to begin with Second, 
the revenue intra.stnictiire was not hijacked 


The enirepieneurs were instituted as its 
Iirst occupants 

Till Mappii.s Ri-nra s 

Thcie aie markedly dilfenml approaches 
to these mappila cnirepiencuis in the 
literature TheliastIndiaCompany rccoids 
see them us bi igundsand bandits, mllecting 
the fact that they were armed hands whii h 
engaged in laids and plunders Since they 
were delcateJ by Company troops and 
also hi'cause they were seen as the tail end 
of Muslim icsistance following Tipu's 
deleal. no widei ambitions are attributed 
(o them than the immediate gains from 
lobbery 

In Kaiayvan's work, on the other hand, 
the eiiiiepi-meiiis are credited with too 
ainhiiiinis .m agenda They are inserted 
into a retiospeiiivc nationalist reading of 
history wheicihesclocalcflortsarcl(X.uled 
within a laigei legional stiuggic ol 
'Indians' against the ‘British’ Rajayyan 
attempts to show that the icvolts ol the 
'palaiyakkaiais . Pn/hassi raja and the 
miippil.is wfic a concerted and co* 
oidinaled elloii It the Company recoids 
deny (li.ii iliere was any ideology or 
eoliciciKe in the mappila actions, he 
jNistulales u lull-blown ideology ol national 
piide I Rajayyan 1971) 

Stephen n.ili* and Panikkar. to dil lei ing 
degiees aie lontent lo .see the mappila 
enirepicneuis as Muslims and their 
lebellious aetiviiies us tinged by Islam 
The loiniei goes so lar as lo speak ol an 
attempt lo i leaie a ‘mappila rat' Thcie is 
a leri.iin dcgiec ol obvioasncn in this 
aiguineni v Inch leads lo u simple ledue- 
tiimist iniiposiiioii alt politisal etiorls by 
Muslims niusi be Islamic in iialuie I fale's 
oveiull .iigumeiil is an oveiblown one 
which assuliumsly traces the giowth ol a 
beleagueied Muslim ideiilily back lo 14‘»K 
and sees ps ciiliniiialion in an ajiocaly plic 
expiossion in the tehellion ol 1921 

Ni'tie III these aigumcnls concern 
themsehes with the spccitic nature ol the 
histniicnl loiijuncturc - when political 
aulhoiity w<is up lor grabs and economic 
enticpieiieursliip thrived- or the specilie 
teaturesot the mappila cxjienmcnt While 
ihcic IS cciiainly some virtue in a history 
over the long term there is always the 
daiigerol ignoiingshon-letnteonjuntluies 
and moie cinilingunt lactois 

Wha> was I he context within whtchihese 
mappila 'rebels' ( or rathci. political 
cntiepieneiiistcmcigcd'’ Most ol the large 
Hindu houseiiolds had be'en displaced, 
leai ol ti'iccJ conversions had led to a 
sigmlicaiit oodus Those that lemuinod 
had to sit ike deals with the emeiging 
icvenue lunciionaiics. the cieations ol 


Tipu's altcnipis at centralcsed exaction. | 
They either voluntarily relinquished 
authority over laigc poitions of their lands 
oi paid piolection money to retain what | 
little they hud managed to hold on lo| 
[Kaiecm 19731 

From an eailiei eijuilibnum in which a j| 
constellation ot multiple uullioritics had 
obviated the need loi one centralising 
lormation. a new Iragile equilibnum wasU 
emerging in which nesvei entrants wcn.*j< 
jostling lor space and contiol over menlj' 
and resouiecs I’hc earliei demarcations of it 
authoi Ity, which had Ivon kept in place jn 
hv loice and lecogniscd ovet lime. W'ercjp 
now being c halleiiged bv these pai venus. j' 
Looting I'l i attic and gtain and the 
i olleciionot piotecuon money were some 
ol the newel clcnients m the eiealinn ol _ 
domains IIdi iiislanees ol 'Inigandage'. |.. 
Walkei M.S not31 

What IS eiucial heic is the stxial origin' 
ol these ciUiepieneurs alactiv ignored in'' 
the Iiteiatuie so lar A sigmlicant number 
ol them were iiUKipaiis. military l.iboui 
coiHMc'lois tell lo their own icsources , 
atterthe collapse of (he Mysoie.iiiniililury < 
Thev well* .it llie iviilie ot j displaced j 
|io|iul.ilion and a l.tml wiiliont claimants, | 
besides K-ing in touch with llie vibiant ', 
economy ot the coast thioiigh mappila ; 
heudload laitieis (W.ilkci MS I thloj A | 
litc ol aims coiuinued to be .illi.ictive .is 'j 
a louU* lot social lUobilitv ! 

One ol the ‘icbels was Kiiilv Hussain ‘ 
Miijipila, aiiyy a whoh.id i oin cried during < 
Haidar's time .md scived iimict Tipu as "> 
well He was employed iii commincl ol '• 
llie inlumry Acioiilmg lo legend h-*'• 
laiisc'd so many ii.iirs to be ciicumeised j 
in I789ilialhcwasap|H«nledihe .imildai' .. 
ot I’oolw.iyc IWalket MS l.tfiOtl li' 

The cJii’cis ol the Itnii central ligiircs " 
are install live in llieii (lajectoaes and 
aspiiations Atlian (iiiiikkal was .i tenant '■ 
ot (he 'laja ot Maiiieii.oneot the iaii'esi 
landowning households ol south N'.dab.u , 
He had kinds in Payanad htmsell .md h.ul . 
not made any jiaymentsol lent since 1774 
Willie Alhan may have come up and nude ; 
ahidtorloealpowcriiithewakeof Itpii's ^ 
invasion it is impoitanl to lemembei tlui 
Tipu himsell saw no allmiiv wnl* ihcic 
pal venus In I7S4 when \ilun buiiicd 
down the Manjeri leni(ile and levelled ihe 
iu|a's liome. Tipu aitted ihe laja, with 
whom III* hail an .igieemeni and /Mluii w.ic 
impiisoned .\i ,Seiing.ip.il<im, liom when* 
he subscqiicnilv esi.ijied |f'i>iic".|)oii- 
denieon Moplali Onii.iges. i\ Mil 
Madias Oisl MCI Records Poliiical IStK) ■ 
pji 287 h«| ; 

.Sigmlicanlly. Ath.m assumed (he name 
ol thi liou‘.ohi>ld he h.id di'.jil.u eil .md was ] 
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{(iccesMon-consctuus He continued to 
work ah a mtmpan loi Tipu, and because 
3f his iniluence the /.iniorin iaimed the 
revenues of Emad and Malappuram to 
him. In 1797. ‘for motives of policy’, the 
East India ('ompany appointed him head 
of the police e.stahli.shment He managed 
to combine an insertion into the existing 
hiral hierarchy (replacing the Monjen raja) 
with an mcorpoi ation into the revenue and 
admmi.strativeinnovationsol the Mysorean 
penod. 

C’heinbum Pokei was employed by the 
lEast India f'ompany as revenue ofticer in 
'Shemaad, but altei accusations ot bribery 
he was impnsoned at Palghat Chembum 
■had collected 250 armed men around him 
■when the southern supr-niitendenl, Thomas 
■Baber, attacked him Once he had 
•established himsell sevcial moopans 
iiom Shetnad and Ernad |oined him with 
.six to 40 men each {Walker MS l.lbOti, 
MDR, Seciet I8(M), p l.Sgl Ohembuni 
built a lortilied house with small held 
pieces, probably thiee pounders, mounted 
on his house and on top ot a shime He 
had a letinue ol 4.‘S men with muskets and 
loin with swords This was not an 
inconsideiabie number il we tenieink'i 
that the taja of Chirakkal had only 200 
aimed adherents with him The men hauls 
on the hanks <4 the C'alicut and Malic 
nvers supplied (.'hembuni with aims and 
animuiiition 

An attempt at a stahlei tormatioii is 
evident in Ins acquisition ol a relitiue and 
a lortilied home as also the sending out 
ol palm leal olas' within the liKality 
stating that revenue should he paid to him 
(Walker MS non) 

Hllumbuliasseti Unni McHiia. another 
nuiopan. KHik on t he name ol the In lusehold 
w hose lands he had usi itped He had much 
closer links with Tipu. had fought with 
Tipu’s ai m V at Tra vancoix* and had attacked 
Muniiat with the Mysi >1 eun trinips I le had 
set himsell against I'lpu in Ins attempt at 
loL.il authonty and had retu.scd an oltci 
allowing him to teiiiin to his estates on 
a pension (.lomt ('onimittce. Diary 1794, 
III ll.Sk, IV 1241, Supervisor’s Dianes, 
PohlKal 1794. p 1161 

Unm Mixita had estahli shed connections 
with two taiasol the laniily ol the /amorin 
and the 'kiinii achan ol Palghal in an 
attempt at local legitimacy He employed 
several lonnei sepoys of the Nawab oi 
Arcot as well as metv.hunts and robbers 
from the coast He employed a ‘fakir’ to 
read Persian, employed two biahmins to 
gather intelligence and heal the ‘nagara’ 
as a .symbol ol sovereignty These ‘loyal’ 
pretensions a p.ediicction tor Persian 
ovei Aiuhic and the creation ol the 


rudiments of an information system -arose 
from the Mysorean incursion. 

Unni Avaran, another moopan, 
constructed his house like a fmtre.s.s - an 
oblong square of 300 square yards 
suiToundcd by a mud wall 15 to 16 feet 
in height I'here were several houses withtn 
the compound for his retainers and pens 
for the cattle which he had accumulated 
through raids. Avaian settled several 
families of artisans around him in the 
manner of the larger households, 
replicating jajmani-style relationships 

The I lurccntral figures operated within 
the region as the inhentors of the authority 
of those llicy had displaced. While Athan 
Gunkkal’s speeches may have .spoken of 
the sufferings .if the mappib community, 
he novel appealed to the mappilas as 
Mushmsio rise in defence of thetrrcligion 
Theie was no natural affinity with the 
invading Mysoiean ruler on grounds ol a 
shared icligton both Unni Mixita and 
Athan Gurikkal oppo.sed the creation ol 
a new capital ai Femke, further inland, 
whic h shilled the focus .iway f tom Calicut 
(Walker M.S n616( 

Wanancundy funhy Amy. •; mappita 
‘bandit’ <cadiT, hired hmisell out with X5 
men to the Pa/hass. .'aja, thus showing a 
distinct pieletc'iice lor’r.ca! effin'tiesov.;r 
Mysofcanones(Wa!kcrMS 13607,' While 
.Alhan and rhembuin fitted into the lolcs 
played bv the erstwhile Hindu households 
l>nm even playing ‘lajinan’ to artisans, it 
was only Gnm Mixita who .seemed to have 
absoibed imported ideas of .sovereignty - 
albeit in a limited way 

Them was no attempt to expand beyond 
the fiontiors of ihc area of authority that 
these Worthies had taken over The 
equilihnum on the .south-west coast was 
maintained and had it not been for the 
continuing depredations ot these fonner 
iiKKipans combined with the Company's 
desire foi settled revenue and its hatred 
ul the tn.ippilas, it would have continued 
even longer 

Stcwail Gotdon in an article on 
‘marauding’ and stale lormation makes 
the important point that .states and bandits 
arc dll lemnt not in kind but only in degree 
- the degree ot success in teims of conquest, 
revenue < ollection and infrastructutc- 
huildmg (Gordon I994(. Fie writes ol Ihc 
‘plundet dynamic' in which ‘marauders’ 
try to sei/e ihe ta'asui y and standing troops 
ol states while attempting to e.stablish a 
long-term control over land and revenue 
It IS Ihcir failure to become ‘states’ which 
marks the ‘maraiidcis’ as ephemeral 
phenomena 

What wc have in northern Kerala is a 
similar process ol expenmeiitation but by 


’brigands’ who do notdwcll in the shadow 
of states and are content with positioning 
themselves within an existing equilibrium 
Had it not been for the presence of 
Company troops, the.se mappila parvenus 
wnu*'! have been legitimist over time as 
hou.s 'holds in the intenor. situated at the 
ncx'i.c' of production, trade and patronage 
To say that these were failed cxpcnmenis 
IS to dready accept the proposition that 
a centralised state is the only desirable end 
ol puliucal activity 
Even in the arguments made by Dirks 
and Shulman, the notion of the dcsirabihtv 
of the transition to a ‘state’ form remains 
Dirks, looking at the genealogies in the 
Maci ■.-n.’ie manuscripts, charts the traie- 
ctc" '. f highway bandits to cultured kings 
- 'little kings', always part of a hierarchy 
headed by a great king which legitimises 
them (Dirks 19t(7( Shulman similarly 
argues that Ihc activities ol bandits happen 
wilhiii a larger traniework the .state 
incorporates disorder and is founded on* 
the pnncipic ol inherent internal conflict 
(Shulman 19X5) There is a similar 
argument within Islamic political theory 
on the subconiment (Wink 19K6( 
Fundamental to arguments ot this sen 
.'.re *vvo key assumptions- One, the 
mevit.’-ility (I necessarily leliospcilivc 
eor...!iuction) of the emergence ol a 
ecnl.\ilised slate with a monopoly over 
violenec and revenue cxliaclion. and (wo, 
an ai eaol sett led agneultuiv and hieran hies 
with a ‘radilion ol monarchy dating hack 
at least to eatly medieval times 
Even the stiaying into areas like lorcsts 
and wastelands has implicit in it the nobon 
that those constitute ‘inner' fiontieis which 
will inevii'ihly be subdued (Bayly 1988. 
Skaria I992( 1'hepersi .stent incorporation 
of Ininlieis and the tension (inevitably 
temporary) generated by the dialectic 
hctv'ccn ‘settled’ and ‘unsettled’ areas is 
the liistory oi state formation as it is written 
now Implicit in this is a notion of a 
competition loi scarce resources - 
.symbolic as well as political and economic 
An aigunicnt which incorporates a never- 
to-be-subdued Inmtier, a zone ol almost 
inlinite possibility - the ocean - puts a 
strain on comfortably watertight pro¬ 
positions. On the south-west coast, a 
political equilibrium was generated by the 
easy access to I he pml iks ot the ocean The 
existence ot a symbiotic lelationship 
between households in the intcnoi and 
merchants on the coast had rendered 
unnecessary the emergence of larger 
eeni! alising fonnalions which would need 
to extract revenue from the land. Attempts 
by European powers to control the ocean 
and make a frontier ot it led to a transient 
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monarchical response in the 16th century 
-ananti-P(»tuguesecoalitiunof merchants 
and the zamonn. In the 18th century, 
Travancore emerged as a mundlchy in its 
conflicts with the Dutch and the English 
over control of maritime trade. 

In the period of the Mysorean invasion, 
northern Kerala wa.s incorporated wiihin 
the ccntinlising experiment ot Tipu 
Mappila political enticprencurs emciged 
basing themselves on plunder, the piolits 
of commerce, access to tiic newly instituted 
land revenue infrastructure and linally, 
the expansion of the /one ol conilici Irom 
theC'amalic region liespitc the new vanety 
oi resources, they aspired to situate 
themselves within the older political 
equilibrium. 

There were attempts towards 
monarchical forms - the C'hirakkal i:ij.i 
tiying to create an ainiy, the Veiiganad 
nanibidis calling themselses laias ol 
Ki'llengodc - hut the transition to an 
unaimorial age, an age .sans heialdiy. had 
begun Whilethcageot kings passed aw as 
III the rest ol India and ciowiis sveie 
rendered hollow, in norlhein Keiala 
kingship remained a tailed espeiiiiieni 
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For the Attention of Suh.s(ribers and 
I Suhseription Agencies Outside India 

I 

It li.i^ itHiic >0 Dill notice lh.U a laigc iiiiinhcr ol subscriplioiis to ll.c /./'U louii ouisuk 
die >itiiiili\ logcthoi with tile suhsitiplinn p.iyiiiciils sent to sup|histd sul'ssripiMii .igcnN in 
India I'.ive nol been torwaidcd to us 

Wi wisli to point out to suhstnbers and subsi riplion agencies oiitsiik* India that all loiuigii 
siihssri|ilions. together with the appropnalc icmuiaiit.es. must lie itirwaiiksi Iti us ,uid not 
III iinauitionscd Ihirtl parlies m liiilia 

I We take no icspunsibihly wbal'itKWei in iespi. 1.1 ol sultst-nplions not legisleied willi us 

M ssstiiw 
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Stock Maritet Devdopment and Economic Groidii 

Dubious Relationship 

Makoto Nagaishi 


Does iutf slock maiki't pUt\ a positive rule in the process of economic Krc/wth' This pope* examines the 
conn ovc I suit issue in the Jiitlion context The results oj the invest iftation indicate: (i) so far as the func'ticm 
of clomesnc snvuii(s mohili^ution is concerned, Indian stock market developiKcnt from the 1980s onwards 
has not plavcd a prominent role, hi} if thcie is further deiegulation of the stock market to attract more 
foreign portfolio inflows into India, there seems to be no way to avoid simitar problems as Mexico, Korea 
and Thailand, ,sin h as mote volatile movement of domestic ,slock prices and unstable BoP positions, {iii) 
hank Cl edit to the commercial sector has no positis’e correlationship with indicators of stock market 
development These findings indicate that the functional relationship between stock market development 
and economic growth is, at least so fen, a fond hope in the Indian context. 


1 

I Introduction 

I 

I DOI<.S (lie 'iiock niaikcl* play a positive 
' nile in the proicss ol ccononin, piowth’' 
’ This teiiiaiiis mailiT lor debate One line 
oi reseai i li says it diK's anollicr line regards 
the role as negligible oi even negative 
Although the question is unsettled, most 
developing vountiies have adopted poli¬ 
cies to Ulster their stoc k maikets since the 
1980s India's stock tnuiket is no excep¬ 
tion,' toilav It IS undoubtedly one ot the 
higgeM maikets among developing coun¬ 
tries due to a massive expansion Itoni the 
1980s oiiw.irds As a inatt'-r ol fact, tlie 
expansion is leniarkable in tcim.s ol the 
number ol lisied companies, inaiket capit¬ 
alisation, and value tiaded (I'lguies la-c) 
The aim of this {lafK'i is to examine the 
contnhutionol Indi.uiMock maiket devc lop- 
inciit to Its economic giowth A ,Smgh, 
R Nagara] and RIj’vine's achievement m 
this line IS signil ic ant and this is an attempt 
to develop their work .Section 11 intro¬ 
duces debates among scholars with legard 
toslock market develormientand itscontn- 
bittion to economic growth Section III 
investigates soine m.icio-econoniic indi- 
catois and tries to exiiact salient consc 
quence ol Indian stock market develop¬ 
ment since the 1980s Scetioii IV sum- 
iTiarisesiindcoiuliidesoin study The main 
liiiJings .'inil suggestions ol this paper are 
as billows 

|i> So bit as the function ol domestic 
savings mobilisation is concenied, Indian 
stiK k market development Irom the I98 (n 
onwaids has not played any piomineni 
lole In pailteulai huh gioss domestic 
saving.s (CinS) and the shaie ot linaiicial 
as'Cts ol the household secloi have been 
.stagnating during the I'tuOs that is. in the 
posi-ielorni pciimj |! this lendencv is 
robust we cannoi aiiiibnu ihe rationale 


of slock market refotms to their contribu¬ 
tion to savings mohili.sation. 

(II ) Foreign portiolio inflows (FPl) into 
India have been insignificant compared 
with Mexico, Koiea and Thailand. How¬ 
ever. il theie IS tuithcr deiegulation of the 
stiH-k market to attract more FPI, there 
seems to he no way to avoid similar prob¬ 
lems as these countiies, such as more 
voldiile iiioveiiient of domestic stcK'k pnccs 
and unstable BoP positions. The contri- 
butionol FPI to sustained economic growth 
IS. at IcMst so tar. just a fond hope 

(III) Indian .sicKk market and financial 
inicmicdiaries have generally achieved 
hand in-hand development since the 
I98()s However, it i.> challenged by the 
contradictory lact that bank credit to the 
commercial secioi has no positive 
correlationship with indicators of shx;k 
ni-rket development If it is the case that 
thi-ro IS .1 substitutive function between the 
sKKk market and financial intcrmediaiics 
m terms ot financing private investment, 
an mcieasc in financing in the pnmary 
maiket docs not neccssanly lead an 
economy to a higher growth scenano 

II 

Debates on Stock Market 
Development and Its Contribution 
to F3conomic Growth 

Ml Kinnon-Siiaw Sc'ikhil 

Ml Kinnon (197.1) and Sliaw (1973) have 
taken important steps to examine the 
reliilionsliip between financial develop¬ 
ment and economic giowth. However, so 
tar as the problems of the .stock market 
aic com eriied. McKinnon and Shaw them¬ 
selves give little analytical perspective. 
Cho (I98fi) mlrnduced the role of the 
Slock market to the McKinnon-Shaw 
ti amework hy applying the theory ol cred’t 
rationing which is proposed by Stiglit/. 


and Weiss (1981) ^ His point of view is 
summarised as follows' 

(i) Banks inherently suffer from the 
problems of imperfect information m the 
credit market and cannot always achieve 
ef ficicnt capital allocation (ii) On the other 
hand, equity finance is tree fiom adverse 
selection and moral hazard effects There¬ 
fore, expected return to an equity investor 
would he exactly the same as the 
expected return of the project tm) Ac¬ 
cordingly, the .substantial development of 
an equity maiket is a necc‘s.sary condition 
lor complete financial liberalisation 
Although Cho's work is a significant 
step theoretically, it remains narrow be¬ 
cause he diK's not c'unsidci the broader 
aspects of the relationship between the 
stock maiket and the real economy. Es¬ 
pecially, he takes notice ot only th>' ef- 
Ticiently alliKable function of the stock 
market and ignores others .such as a contri¬ 
bution to resource mobilisation This lack 
of recognition of the stock market .seems 
to be not merely Cho's hut McKinnon- 
.Show .sc'hixil’s common tendency. 

R L1.VINF. AND WoKi i> Bank 
R i-sgARi'ii Gkoup 

The first comprehensive .study on the 
lelationship between stock market develop¬ 
ment and economic growth was made by 
(he World Bank research group, namely, 
R Levine and other .scholars (Bond and 
.Smith 1996; Dcmitguc-Kunt and Levine 
1996a, 1996b; Demirguc-Kunt and 
Maksimnvic 1996a and Levine and Zervos 
1996a, I996bl They investigate (1) the 
compatibility of .stock market develop¬ 
ment with economic growth, and (2) the 
compatibility of slock market develop¬ 
ment with finani lai intermediaries, with 
some empirical evidence Their main find¬ 
ings are summarised as follows' 

( 1 ) Cross-country growth regressions 
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Nnte The LlXTs' data n Irwni main sUitk exiharpt-s nl laih L-iiintra-' Muiiihai Slock F xcjungt- 
(India). KoG-a St vk Rsihangt (Kuna). Mi-mlu kuak f.xthanj.’c (Mt-xito) Koruihi .Siutk 
Exthanpc (Pakistan). .Snick Hxchaiipe ol ih.iil.ind i lliailand) There is no explanation about 
Japan and US's data in the solinx. hut we tan bt laiili teriain that they coircspoiid to rokyo 
.Slock bxchanpe .iml New York Stock Fsiliaiiyi ic-spcttivciy 
S/iM/fA Einergi'ip Slivk Markets FailbiKik, vauoii- ;.e.iis If't 


buggesi Uui (hi- ;.icilcterriHHcd a»nip«| 
ncm ol suick maikcl umiopincnt ik 
positively and lobusily associated with 
itmg-iun piowili .III r-iom trie cnisJ 
country analysts, ilu- Icsel oi stock niarkix 
developiiu'iii is p-istlivcly lorrelatcd with 
the dcvclopiiieni ol i inane lai inti t median 
ICS (III) White stock maikct developtnenjj 
induces suhsiitution ol equity finance fin 
deb* iiiiati'e r. cli .-i loped i-juntnc.s t| 
laciiiiuics tr.oic debt finaiuc in dcvcinpi 
ing countries its) Iliese lesulls siippoit 
the complcnu-iilarilv hypothtsii, that i.<(t 
till' stock matkei and lin.iniiul mstitutioivB 
ail- generaliy coniplenienlarv and gn’Vfl 
simultaneouslv I'hen hy |HMhesis deserve ij 
investigation in the Indian context. || 
Levine (l‘)'J7) pins ides a conipn'heE | j 
sive view ol the teladonship belwec (. 
hnanciai development and economi'ji 
growth His aigumeni can K- summed ujl/ 
as lollows (I) I-inancial iiiaikets an'-l 
intcimedialles ha\c Inc basic fun- tiim*'' 
namely. (I) to mobilise saving, (d) t!| 
allocate icsouices. (() to lacihlaie ris-| 
management. (4) to nioniloi nunageis an' < 
exert corpoiale contiol and (.S) to iacilij 
tale the exch.inge ol goods and .seivice'j, 
(II iTIiere arc twochannels ihiough whic.j! 
each Imam lal lunction may atleci ec<; 
nomit giowih capital ai cumulation an I, 
technological innovation i > 

(III) liaeh linaitcial matkei and intei! 
mcdiaiy coniribiitcs to ihesi- lisc tuiiii 
tioiis they aie not subslituics hut conipli; 
menis The results ol the Woikl Ban' 

Iev'.irth group's work support this propt i 
siiion ' 

in the .same aiticle, he also pay.s patriei t 
l.ii aileiUion to the eomplementanly hi' ’ 
tween the stock tnaikel and linaniii!'. 
intetinedianes in coniK-clion with what hi-, i 
calls the lunetioiial appinach It can . 
summarised in the following quotatio!' ‘ 
ILcvir,.- l‘»‘J7-7l‘J-2()l ' 


It may he thai stock markets provide , i 
dll'eientbundle >1 tiiianci.il liin. ’lonsiiot,' 
tho.se provided hy iinaneiul iiUcunedia - 
ICS For example, sioik iiiaikeis rna| , 
pnmanly oiler vehu les toi ir.idinp it' - 
and boosting liqindily in cunttast, Itanl, 
may locus on amchotatini' inl-unuiu 
acqiiisilionci.sts.iiiJciih.iii. meieipori | ^ 
govcinanceof nia|(ii 11 <‘, .H.itions 'Ihn 
mciely a tonieciuii -I'.wc-ii-r 'lluie.i.' 
iinpoitant O'.edap ''i-iweeii tlie senin 
provided by bank uid stock in.nkeis /*• 
n-»lcd ahiwe, well-lunctioniii)' -Imk ina 
kets ni,:y atnoliot.ile iiiloiinalKin .ii qiusj 
lion ,osts, ,iikI b.inl- may {in-\iili msin., 
mems foi d.'-c-isitying ns) jiuienlianci' j! 
iiquidilv rims, lo iiiulei siaml ilic rel ilmi 
shiphc'lwecn lin.incial -.iiiiciuic jiulcxont - 
miegniwth we nc-ed theories ol the siinu , 
laneoiis enicigente of stock markets ar-j 
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hiiiilws <in(l we need enipiiiCiil proxies nl 
the iunctions pciluniicd hy the dificrcnl 
^ components ot Iinaneial system 

Dmisii inImhanCdmixi 

I 

In the Iiuliiiii loiilext. Sintth (1997) 
^ (I99K) and Nagaraj (1996) in a seiies of 
intlucntial work have provided a bench- 
I mailt loi opposition to Indian stiurk maikct 
development Sinph (1997! characterises 
the possible tiinetions ol the stock market 
to help economic grove ih as (I) growth ol 
savings. (2) eflu lent iiilocation ol invest¬ 
ment resouiccs. and (t) bettei utilisation 
j ol existing msouices I Iiscaieiul investi¬ 
gation comes to a cone lusion that all these 
, aspects arc suspidous Specilically, sotai 
I as savings mobilisation is concerned, he 
, asserts “(l)heie is little or no evidence of 
, an increase in aggiegate savings loi India 
oi other developing counliies as a lesult 
ot the growth ot the slock maikels ot 
, greatei new issue activity on these iiiai- 
kcls" (p 2S4) 

Nagaiaj it99o) m a Lompiehensive 
empirical woik in tlie Iiuliaii context 
.siippoits .Singh's view llis findings aie 
as follows ' ti I In India, the huge increase 
in stock market tinaiic ing activity is not 
associated with eithci a use m aggiegate 
CiDS. or equally signilicantiy. with an 
incicase in the piop<>ilioii ol linaticial 
savings I Ins .seems to suggest that the 
enormous siixk inaiket activity in <h< 
I9S0.Sbasically invoUed poitioliosubsti 
tiition hy households iiiid institutions Irom 
bank deposits towaids stock maiket in 
struinents (iii The iiiciease in external 
finance available to the coipoiate sectoi 
through the capital maiket appetirs. to an 
apprcH table extent to have teplaced coi- 
porations' inteiiiul funds diiMiig this dc 
cade This could 111 pait he due to a dec line 
III coiporate piolitahility (iii) Wheie is 
thetc was previously a statistically posi¬ 
tive coiielationhct’vec II the annual growth 
lates ot capital raised exteinally and the 
coipoiate lived capital toimation. the 
rclalionship between the two variables 
(including that with suitable lags) has 
become statistically iiisignilicani i:i tne 
l9X0s (IV) lire giowtli rateot teal value 
added in the coipoiaie iiianulacluring 
sector 111 the i9X()s ve as lower than that 
of (he legisteied maniitactunng si'ctoi as 
a whole This suggests that the small non- 
coiporate linns, w lin. h did not have access 
to stock miuket I'inds wer* able to giow 
at a lastci laie than the laiger coipoiate 
films In addition, tlicie was a secular 
decline in coiporate piofitability during 
(he |9X()s It could he .ugued that the tall 
III profitability divs not indu ate a decline 
incflti.ienc'y that it simplvicllcclsgieatci 


product market competition a., a result ol 
general libeialisation 

On the othe.' hand. Shah and Thomas 
(1997) can be described as a rcprc.senta- 
Itvc work ol advocates oi stock market 
development in the Indian context Let me 
summansc main points ol their arguments 
a.s iollows (i) At a tundamenial level, the 
banking system and the stock maiket 
coinpcie m two dimensions' (a) to maxi¬ 
mise the quality ol their inlormation pio- 
eessing, and (b) to minimise the itansac- 
tions costs that they impose upon house¬ 
holds III the Indian context, the stiK'k 
maiket is more elticicnt than banking 
system in both dimcnsicms (n)Thcrcloie. 
sKk k mat ket dev elopinent plays a key role 
to stiongly assist the lelorms in the baiik- 
mg system through the competition he- 
iwecn them (in) hllicicnt .stock markets 
would contribute to long term growth m 
the teal eeonoinv Ihiougli cilicicnt allo¬ 
cation ol scarce savings and im[>roving 
utilisation ot tuiids (iv) Foicign capital 
ml lows must have a positive impact on 
the le.il economy via lowering the cost ol 
capital and the assets ellect 

Moie e\|ilaiiatioii would be necessary 
loi the Inst point, that is, the elhcieiiey 
advantage ol the .stink matket cotnparc'cl 
to the hanking system in the Indian 
context 

In let ms ol mioi mation pioccssmg, they 
suggest that, m India, the quality ol intoi- 
'natioii that hanks put into then lending 
decisions has been constrained hy lour 
ma|oi government policies ll) diiecl 
g.ivei nmciil (>w iicrsl«p and eontiol ol most 
ol the banki.ig industry. (2) entry bunicis 
which pievent loieign and new 'toine.stic 
banks liom eiiteinig the banking iiidiistiy. 
1 - 1 ) high leseive lalios (SI.R and CRR) 
wluch appiopi iiile hank depiK.its to finance 
the Itseal deticit. and |4) din'cl adminis- 
tiative controls on the dnection ol ciedit 
allocation and the puces at which ciedil 
IS given iiaeli ol these magir planks ol 
baiikiiig|M>licv has seived to hurtthe ability 
III India's banking system to process 
inloniiatioii on puiely cconutnic ciilena 
III eontiast to the hanking scctoi, the stock 
maiket is relatively lice of govcmmenl 
jiolii IC'S 

III ics; .'Cl .ll transactions cost.s, they 
a.s-.c'rl that India's banking system has 
been sui Ici iiig I loiii high costs due to their 
lahoui pii'blems, their nrlatively low latc 
ot adoption ol modem computers and 
communications, and the lack ot compe¬ 
tition Their estimation in the article indi¬ 
cate s tliat the transactions costs of the 
.t.K-k market nave dnipped sharply .since 
199), and are likely to drop further in the 
near luture 


UN'ToiirHF.D Issues 

To examine all the aspects of stock 
market development and economic growth 
would require another book. Foi the 
present, we shall confine our attention to. 

(1) the function ot the slock market in 
terms of domestic resource mobilisation. 

(2) the impact of FPI tin the real economy, 
and (.)) the possibility of complementary 
development ot the sttKk market with 
linancial inteimi'dianes. Having 
recognised the important contribulioiis ol 
Singh, Nagaraj and Levine, 'we turn to 
some unre.soivc'd issues in the Indian 
lontuxi 

First, wc should nonce that the coverage 
ot Nagaiaj's data is mostly up to 1991 92 
(partially up to 199.).94) Now wc can 
access enough data alter that peiiod and 
this will allow us to evulualc the impact 
ol Indian slock mai ket ncturnis since 1992 
Secondly, we should not overliHik the fact 
that India opened up the ci.uiitrv's .stock 
maiket to direct participation hy l-oieigii 
Institutional Invesiors(FlIs)siuce 1992-9) 
Nugarai's papet does not c'livet this petiod 
and It IS now iieeessury to examine cm 
pint ally the signilicancv ol F'FI .dter 
deiegulatioii' This can be diseiissed in 
connection with the recent expcrieiUH's ol 
Mexico and some east Asian counliies 
which have adopted moie lilx-ial capital 
acetiunt convertibility than India Thiidly, 
as mentioned betorc. the World Bank 
rescMreligroiip'scoinplementarity hypoth¬ 
esis remains to be pioved in the Indian 
context We embark on an examination of 
these piohleins in the next section 

III 

Invc-stigation 

Siix K Makxi is and Oiimi ^ ii< 

Ri SOI K( I Moiiii.isaiio.s 

Tables I and 2 nulicalc the tieiids ot 
savings ot the household .si'ctoi m tinan- 
cial assets and gross domestic savings 
(GI7S). respectively. The lindings can be 
summanseil as follows, (i) Both GD.S and 
the shaie ot net linancial as.sct of ihc 
household sector to GDI* had been gradu¬ 
ally rising III the 1980s However, neither 
ol them has been signilicantiy growing 
through the 199()s. Although a slight 
increment can he observed in CDS .since 
1992-9.'). It IS mainly due to the rising 
pioportion ol physical assets savings ol 
the hou.schold sector^ and the pnvatc 
coiporate sector .vaving.s (ii) ViewexI in 
terms of financial as.scts ot the household 
sector, wc notice at once the trend can be 
divid^ into two pha.scs. The first phase 
is a decade ot the 1980s the rcmailvabic 
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features are (1) an increase in the propor¬ 
tion of shares, debentures and units of 
Un, and (2) a decrease in the proportion 
of bank deposits This is just a confirma¬ 
tion of the foct that Singh and Nagaraj 
clarified in their work. However, what 


we can find in the second phase since 
1990-91 arc (1) an increase in the pro¬ 
portion of non-hanking deposits, and (2) a 
decrease in the proportion of shares and 
debentures, and units of UTI. (iii) Accord¬ 
ingly, It seems reasonable to suppose that 


financial reforms implemented during the! 
1990s, including stock maricet reforms.; 
have had no contribution to mobilising | 
CDS and that the prominent result is: 
nothing but a substitution of non-banking' 
dcpo.sils for shares, debentures and units 


Tabie 1 Savings of ihi HocsriioLD SijCtor in Finaniiai Asm i^ (Ar Oihulmt Pmns) 


(/« ruprex erore) ^ 



1980-81 

1985-86 

1990-91 

1991-92 

1992-93 

199 5-94 

1994-95 

199.5-96 

1996-97 

A Gross savings ol the household sector in 

financial assets 

12,117 

25.561 

58.967 

68.135 

80.455 

10.9575 

14.0753 

120.058 

tS2.9.51 

(a) 

98 

10 8 

11 0 

110 

11 4 

15 5 

14 8 

10 9 

12 1 

1 Cunency 

1.625 

2.220 

6.251- 

8 157 

6,562 

15.367 

15,916 

16.525 

15..553 

(a) 

1 5 

0 9 

1.2 

1 3 

0 9 

1 7 

1 7 

1 .5 

1 1 

(b) 

154 

87 

106 

12 0 

82 

12 2 

M 5 

13 8 

89 

2 Bank deposits 

5.550 

10.605 

18,777 

17.880 

29.550 

56.715 

53.200 

34.993 

58.364 

(a) 

4 5 

4 5 

5 5 

29 

42 

4 5 

56 

32 

46 

(b) 

45 8 

41 5 

51 8 

26 2 

56 7 

55 1 

57 8 

29 1 

18 2 

1 Non-banking deposits 

578 

1.425 

1,286 

2.218 

6.055 

II 654 

11.547 

15.198 

22.577 

(a) 

0 5 

0 6 

0 2 

0 4 

0 9 

1 4 

1 2 

1 2 

1 8 

(b) 

5 1 

56 

22 

3 3 

7 5 

10 7 

82 

11 0 

14 6 

4 Life insuiancc lund 

915 

1 779 

.5.599 

7.IM)3 

7,114 

9.548 

11.570 

1 5 889 

15 692 

(a) 

0 7 

0 8 

1 0 

1 1 

1 0 

1 2 

1 3 

1 5 

I 2 

(hi 

7 5 

7 0 

9 5 

10 3 

8 8 

8 7 

8 1 

II 6 

101 

5 Provident and pension lund 

2.122 

4.188 

II 155 

12.500 

14.817 

18.223 

21.691 

23.563 

24,373 

(a) 

1 7 

1 8 

2 1 

2 0 

2 1 

2 3 

2 5 

2 1 

1 9 

(b) 

175 

164 

189 

18 3 

184 

167 

15 4 

196 

159 

6 Claims on govemiiieni 

712 

5.415 

7.942 

4,9(U 

5 949 

6,784 

15.560 

9.553 

11,987 

(a) 

06 

1 5 

1 5 

08 

0 6 

08 

1 4 

0 9 

09 

(b) 

59 

154 

13 5 

72 

4 9 

6 2 

9 5 

7 9 

78 

7 Shares and debentures 

412 

1 594 

4.972 

6 800 

8.212 

10.067 

11.611 

7.795 

5,859 

(a) 

0 5 

0 6 

0 9 

1 1 

1 2 

1 2 

1 2 

07 

05 

(b) 

)4 

5 5 

84 

10(1 

10 2 

92 

8 2 

65 

38 

8 Units of Unit Trust of India 

51 

586 

5 4.58 

9.087 

5.612 

4.705 

3,908 

262 

446 

(a) 

0 0 

0 5 

0 6 

1 5 

0 8 

1)6 

0 4 

0 0 

0 0 

(b) 

0 5 

2 5 

58 

13 5 

7 0 

4 3 

2 8 

02 

03 

9 Trade debt (net) 

575 

44 

-455 

-414 

-1,598 

- 1.190 

-1,850 

5(M) 

500 

(a) 

0 5 

0 0 

0 1 

-0 1 

-0 2 

-0 1 

0 2 

0 0 

00 

(b) 

5 1 

0? 

-0 8 

-0 6 

1 7 

-1 1 

1 3 

0 2 

0 2 

B Financial liabilities ol the household sectoi 

3.508 

6 985 

9.267 

5.997 

15.(155 

14.859 

31 659 

27,258 

19,600 

(a) 

28 

50 

1 7 

1 0 

2 1 

1 8 

5 3 

2 5 

1 6 

C Net sovings ol the household sector in 

linancial assets (A-B) 

8.609 

18 578 

49.699 

62 1 59 

65 597 

94.513 

109.094 

92.799 

135.351 

(a) 

7 0 

79 

9 5 

10 1 

9 5 

II 7 

II 4 

84 

10 6 


Notes (a) Frreenuges to GDP al cuircni markel piites fh) IVKi'iiiapci lu Finaniial Asscis/i.ijhilitics 
SouKf RepoH on C'uirrm\ and liname, vanous years. KBI 


rABLF2 Gross tkiMiMU SavinCiSanu Invisimini (Ai (ukkini Prims) 


(In lupeei tnor) 


I Household sector 
ta) 

Ofwhuh 

I ) Financial as.seis (net) 

(a) 

II) Physical a.sscis 
(a) 

? Public Sector 
(a) 

1 Pnvaie corporate seclor 
(a) 

4 Gross domestic savinf (l■l■2■«■3) 
(a) 

1 Net inflow of foreign resources 
(al 

6 Aggregate investment 144-5) 

(a) 

Gross domesiic product (GDP) 

01 Cutieni Market Prices 


1980-81 

1985 86 

1990 91 

1991-92 

1992 93 

1993 94 

1994-95 

1995 96 

1996-97 

21,847 

35,920 

109,622 

109.359 

124.827 

1.52.707 

182.594 

210.173 


16 1 

157 

20 5 

17 7 

17 7 

189 

19 1 

19 1 


8,609 

18 578 

19,699 

62,139 

65,597 

94.513 

109,094 

92.799 

I33,.35l 

63 

7 1 

9 5 

10 1 

9 5 

II 7 

II 4 

84 

10 6 

13,238 

17,542 

59.923 

47,220 

59. '.30 

58.194 

73„500 

117.374 


97 

6 6 

112 

77 

84 

72 

77 

107 


4,654 

8 451 

5.436 

11.888 

10.765 

4,498 

17.240 

21.107 

. 

34 

1 2 

1 0 

1 9 

1 5 

0 6 

1 8 

1 9 


2,284 

5,518 

14.940 

19.490 

19.841 

29.019 

37 551 

45 336 


1 7 

2 0 

28 

52 

28 

36 

59 

4 1 


28,785 

49 695 

129,998 

140,737 

155.433 

186,224 

237.385 

276,616 


21 2 

19 0 

24 3 

22 8 

22 0 

23 0 

.•>4 9 

25 2 


2,253 

5.655 

17.959 

3.679 

14,062 

2,281 

9,843 

I9 49'» 

I4,f>69 

1 7 

2_2 

34 

06 

2 0 

0 3 

1 0 

1 8 

1 2 

31,038 

55 550 

147,957 

144,416 

169.495 

I88,.505 

247,228 

296 109 


22 8 

21 1 

27 6 

2.3 4 

24 0 

23 3 

25 9 

27 (I 


1.36,013 

262.243 

53.5..534 

616,799 

705.918 

809.766 

95.T.68() 

1.098 576 

1,262.620 


Note (a) Percentiles to GDP at cuiront maricet pnees 
Source Report on Cunency and Finanre, vanous years. RBI 
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Percent Per Cent Per Cent Percent 


Finiw 2 Tninij'. ni STCI/CiDP, LTCI/GDP Ml xi< (i, Korla. Thaii and and India 

Mexico 



Korea 



Thailand 




'foie Hlatk and ttmy hais indicate LICI/ODP and STCI/ODP a'speclivciy 
iouiie Rahiwe of l'a\ru'nl\ SuiUstus, v.uious years. IMF 


question fnrni this evidence? Although it 
may be controversial to define the cntical 
level of STCI, it is entirely fair to say that 
for It to be more than 4 or S per cent of 
GOP might be alarming 

(in) As we can see in Figure 2, STCI 
arc more volatile than LTCI. The tact can 
also be contirmcd by Table 6 which is a 
companson ot standard deviations of SIGI 
with those of LTCI The former is greater 
than the latter in Mexico, Korea and 
Thailand. India is the only exception, but 
the gap ot the standard deviations is m- 
signilicant 

(IV) So tar as India is concerned. Fig¬ 
ure 2 obviously shows that STCI and LTCI 
arc both insigniiicanl compared to the 
othei three countries. It was at a peak (2 2 
pet cent) in 1994 and has been diminish¬ 
ing since then This can he evidence ol 
India's prudential management ol STCI 

COMIM rMLNIAKin Hypoiihsis 
(II WoripBank 

The work by the World Bank research 
group asserts that the slock market and 
I in'tnc 1 al institutions are genet all V comple¬ 
mentary and grow simultaneously in 
developing countries Let us examine this 
hypothesis using Indian time-senes data 

'I'able 7 shows some indicatoi s ol Indian 
stock market development and hnanciai 
intermediaries Iroin 1981 to 19‘)5 Fiom 
Iclt to right, indicators show market 
capitalisation divided by GI)P(MC/GDP). 
total value traded divided by GDP (VT/ 
GDP), turn over latio (l'(^K), new capital 
issues ol non-govetnment public limilc*d 
companies divided by GDP,'* bquid 
liahilities(M^)clividedbyGDP(LdJGI)P). 
qunsi-liquid liabilities (M3-MI) divided 
by GDP (QLL/ODP). icrtal deposit with 
hanks divided by GDP (I'DB/GDP). bank 
credit to the commercial sector divided by 
GDP (BCC.S/GDP). respectively. From 
this table, we arc able to see the following 
three characteristics' (i) Indicators arc 
generally upward except TOR and BCCS/ 
GDP (ii) The radical downwai'd move¬ 
ment of TOR .since 1992 has been caused 
by the enormous expansion of market 
capitalisation, (iii) BCCS/GDP shows 
chronic .stagnation since 1990 

Turning now to Table 8. panel data ot 
correlation cocftlcients between indica¬ 
tors of financial intermediary and stiKk 
market development, the correlation co¬ 
efficients between MCVGDP, VT/GDP, 
NCI/GDP and LL/GDP. QLL/GDP. TDB/ 
GDP arc all .significant at I percent level. 
However, we .should not overlook the 
correlation between BCCS/GDP and in¬ 
dicators of stock market development 
Ihcsc correlation coefficients are negative. 


2010 
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apart from a week positive correlation 
between TOR and BCCS/GDP. Morcovei. 
the negative correlation between NCl/GDP 
and BCCS/GDP is statistically significant 
at 1 per cent level. 

Broadly speaking, ii is not denied that 
the Indian stock market and I inancial intei - 
mediaries have achieved tandem develop¬ 
ment since the !9K0s The linding is 
consistent with the proposition ol the 
World Bank research group However, the 
contradictory point to ns complcmcnianiy 
hypothesis is the tact that hank credit to 
the commercial sector has no significant!) 
positive coirelation with the indicators ot 
stock market development in the Indian 
context How should we understand this 
finding'* 

There are two possible interpretations 
The first IS to conclude that comple¬ 
mentarity hypothesis is robust in the Indian 
context and regaid the .stagnation of hank 
ciedit to the commcicial sector as an 
exception induced hy particular policies, 
tor example, piudeiitial capital adequacy 
burden for hanks Alici natively, we could 
argue that the hypothesis is not necessarily 
valid toi India .ind Ihut theie is a substi¬ 
tutive tiinction between the stcK'k market 
and financial intctmcdiaries. especially, 
in terms of financing pnvale investment 
Although we do not have enough infor¬ 
mation to piovicfe a cletmite conclusion. 


Nnie * Sigtitricani ai I pur cent level 
i»mnt Aulhoi's lalculauons 


this point IS crucial and deserves further 
investigation. 

IV 

Summary and Conclusion 

Let me summarise the piesent findings 
and then implications as follows* 

(I) Indian sicKk market development 
from the lOKOs onwards has not played 
any prominent role in domestic .savings 
mobilisation Both GDS and the share ol 
the 1 inanc'ial as.sets ol the hou.schold .sector 
has been stagnating since 1992. that is, in 
the post-ielorm period However, that is 
not all The more important fact which 
Singh and Nagaiai did not cover is that 
the shitt ol saving of the household sector 
from sitK'k maiket instruments to non¬ 
banking deposits has been dramatic since 
1991 It this lendeticy is robust, we cannot 
aUiibule the rationale ol stock market 
letoims to then contribution to savings 
mobilisation 

(III FPI mio India have been insignifi¬ 
cant toinpured with Mexico. Korea and 
Thailand However, il there is further 
deiegulalioii ol the si>M'k market to attract 
more FPI. there seems n> be no way to 
avoid tailing into.simiiarpiohlem.sas these 
count lies, suih as more volatile nuivc- 
ment ol (lonicstic sUKk prices and un¬ 
stable RoP positioas The contribution oi 
FPI to sustained economic growth is. at 


least so lar, lust a lond hope Singh points i 
out that “the government's prudent han- 
dling of portlolio capital intiows has: 
entrusted that India did not suffer any' 
senous losses”'^ since the l9W>s. If .so, 
we have to be moie cautious icgarding; 
reeeni argunienis on iiioie libcial capital 
aicouni convertibiluy which is likely to , 
violate India’s loiuenlion < 

I III I Indian stixk market and financial 
nn.-rmcdiaiies have generally achieved' 
hand-in-hand development since the 198()s 
and the World Bank research gioup'.s 
hypothesis is concrete m this re.spccl 
However, it is challenged by the contra¬ 
dictory lact that hank credit to the com-1 
meteial seetoi has po positive cor-, 
rolalionshipwithmdiealoisof stock market! 
development It is piissibic io believe that. 
complementarity hyiHilhesis is rohu.sl in ' 
India by considering the latter point to be 
exceptional However, il Ihe tcndeiisy is 
nut temporary, w'c hud betlei hxik into its 
.structuiul backdrop ralhei than ignoro it 
as an exception It it is the case that iheic 
IS a suhstiluii ve f uiii iion bei ween t he slock 
market and financial mtermediaiies in 
terms ot I'inaneing private investment, an 
inc rease in I inancitig in Ihe primary inurkcl 
does not necessarily lead an economy lo 
a higher giowth scenaiio 
These results indicate that the tunctional 
relationship between stock market devel¬ 
opment and economic growth is dubious 
in the Indian lonlexl In olhei wonis. our 
findings suppoit Singh and Nagaiafs ai- 
guments rathei than those ol Levine and 
the World Bank reseaich group I his con¬ 
clusion shall lead us lo le-examine the 
adequate linancial system loi India, al¬ 
though Il cannot be delibeiated here lor 
Idckoi space The ic'consideiation on Ihe 
lationule ol slock market letoiins sccm<> 
lo he one ol the crucial matters and should 
be discussed from a broadei perspcciive 

Notes 

llhis papci IS a icviNcd vcisum ol liu- p.i|X‘i 
prcscnleU lo TIk- .Second Annual I'unlercnce on 
bionumic I lu'ory and I’olii \ l.iw.iharlal Nehru 
llnivcrsiiy New IX'lhi, (ktohci X If), l<MK M) 
special indehicdness is to Jayaii tihosh loi helplul 
coiniiieiils and long discussions on line suh|ts ( 
Keinaining einns aie ol miiise mine j 
t .Stiictlv s|K'akiiig. Il IS quite dilliculi to use 
(he word siikI iiiarkcl pioivrly Sen and 
Vaidya seem lo leliiic it .is the markel li> 
iransacl holh shares and delKiilures fSen and 
Vaidya I9M7 (iS. Fipuie I4| Itnwcscr Sinpn 
(IV07) II99H) and llu' Woild H,uik research 
group llJeinirgiic Kiinl and 1 estne I9%a. 
I99(>h. Deniiigiic Kuni .ind Maksiinovic 
Pi‘aia and lA'vine .ind A'lvos |o‘)6a. IWnb) 
implicilly use the wind in Ihe naiiow sense, 
lhalis cquilv niiirkei' IIhk .iii soincsiiiiilui 
winds as capilal iiiaikel' 'seciinlies maiket' 
and so on hiil llicse mdinaiilv include 



Tmim 7 

Mull AIIIBS III 

Slink MmiMI 1)1 viiiipmi si 

\Mi I'IMANI iai 

iNrCRMI niARV 


Yeat 


Stock Markel itcvelomnenl 


riiuncial Intcrniediarv 



Mi7Gt)P Vl/GI>P 

tOR 

NCl/GDP 

'iTl>gdp 

G11 /GDP TDB/GDP Bf 'CS/ODP 

r<«T' 

(1016 

0 016 

1 081 


” 0 120 ” 

II2S4 

0 .108 

0 268 

1982 

(1 (M8 

0 027 

0 740 

- 

0 44S 

0 271 

0 322 

0 281 

198t 

0 01) 

0 012 

0 ns 

- 

0441 

0 272 

0 120 

0 282 

1984 

0 012 

0 019 

0 576 

0 (K)2 

0 47 4 

0 290 

0 140 

0 102 

|98S 

0 068 

0 021 

0 481 

0 001 

0 4S2 

0 28(1 

0 112 

0 288 

I98f> 

0 0S8 

0 046 

0 770 

0 001 

0 479 

0 lOS 

0 151 

0 29S 

1987 

0 066 

0 026 

0 419 

0 (H)1 

0 491 

0 <16 

0 167 

0 298 

1988 

0 086 

0 04S 

(1 S92 

0 001 

0 4S9 

0 119 

0 166 

0 291 

1989 

0 KM) 

0 061 

0 688 

0 (M)1 

0 520 

0 116 

0 184 

0 11 1 

1990 

0 120 

0 07.1 

0 659 

0 (K)2 

0 5(M1 

11 I2S 

0 175 

0 102 

1991 

0 190 

0 097 

0 568 

0001 

0 SI ; 

Il lie 

0 182 

0 291 

1992 

0 267 

0 ()8S 

0 170 

0 014 

OS 14 

0 119 

0 194 

0 289 

1991 

0184 

0 086 

0 27.5 

0 011 

0 S4I 

0 1S4 

0 402 

0 282 

1994 

0 421 

0 091 

0 241 

0 019 

0S6I 

0 4S9 

0 408 

0 269 

I99S 

0 192 

0 042 

0 105 

- 

- 


- 



Note NCI/GDH LI,/GOP. QLIA'iDP. TIIB/GUP. BCt'S/(d)P are the data of hscal year (froi,. 
Apnl to Maich) 

X'fiurr e kmeigintt Sim k Miiiken Fm l!m>k vanous yeais, Il C Kri»iil on Cuiiein \ iiinl hiuim e. 
’ vanous years KBI 


Tabu. 8 C’ln nil ahons Bl I'wiiji Inoic aoirs m I-inasi im iMlHsirwAKs anii 
.S-mi'x Markpi !> vi i oesii in 



IdVGDP 

OLL/GDP 

TDB/GDP 

BCCS/GDP 

MC/GDP 

0 845* 

0 8*16* 

(') 825* 

-0 151 

VT/GDP 

0 829* 

0 828* 

OKSf* 

-0 (K>1 

TOR 

0 597 

-0 592 

0 144 

0 062 

NCl/GDP 

0 747'* 

1) 717’ 

0 717* 

-0 801* 
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jcuvnnment Mcuniies markets [tor exatnple. 
see lindo 1998, Sen .ind Vaidya 1997 and 
.Sliah and Thomas I9»7| In this pa|x.*r. we 
use the wind ’stock in.irt.ct' as the iiurkct to 
tr-msact hntli shaies anil deheniiires according 
to .Sen .ind Vaidyu's detinilioii 

2 Hii India's letorin po nics to pniinote slock 
inaiket (kvciopnicnl see Lumimm Smvev 
(various vrars), rioti.irti (1996), .Sen and 
Vaidva (IW) and Sh.ih and T hoiiMs (1997) 

I It IS iioni.al that .Slight/ (|9KS)( 1989), one 
ol tlw iiuin adviKatcs .it ccononiu (lieory ol 
impel fell iiiloi 111 . 1(1011 has taken a position 
against i'lio s Slew Ih asserts,is lollows (i) 
rhere als.i exist iinpufcct mloiiiution and 
nihei iiiarkc't laihiies is the stock inarkei Foi 
example the pmiiaiy market uiulei conditions 
ol im|X'i (eel mini iiutn 'ii tv|>ically sul ters Iroiii 
.'inadscrsi selection piobicin (ii) In addition 
thelieendei pnihlemol shaieholdcisiii lei ins 
ol coipoialo contiol is irouhlesome Since 
in.uiagcmeni moniioiiiig is a kind ol pulilic 
giKnl sh.iiuholdeis, wnn ate lelalively small 
sc.de compaied w ith lendeis hasc .in iiicentisc 
to do III ending (iii)l IX's goveinmeiils.iic 
noi capable ol coned in > tliese mai ket lailiiies 
Undei such conditions, hanking oiientcd 
financi.il system is nta the firsl-hest but the 
sciondliesi policy loi most 1,1 ICs 

4 These ate qiiolalioiis tioin Singh (1998 178- 
89) wliicli siiiiiiii.iMse. Nagaiai's view best 

5 Pal ildiiX) ,ind .Saiiial (1997) an' the lirsi to 
deal with this pointeiiipincally FnrtlK-orelic.il 
discussions scx'Patnail. 11994) and .Saul l*>‘)4) 

6 The cic-dihilits conceimng iIk’ c’stiiii.ition ol 

household physical assets savings is open to 
question In C'SO d.il i it is calculated as a 
iesidii.ll l.ictoi that is |household phvsiial 
assets savings - gi.<ss domestic capital 
toiinalion piivau* coipoiale sector 

iiivesiiiient public sedoi insestmemi 

Athukorala and Sen - |99S) a.sseil that this 
calculation is not clc^lllllcand that the vokitilc 
trend ol physical assets sasings ot the 
household sec'or can 6c a st,iiislieal aitihict 
Foi furlhei details of (bo .irguinents ol savings 
late, see Balnkrishnaii 1 1‘>')6). I.PW Kcseaich 
Foundation (I99S) and Goyal (1996) 

7 KBI expl iins one ol the leasons whv the 
proponioii ot non banking depiisits is going 
up IS that tlK'ii intcicsi rates aic so high as 
to altiaci investors isei HeiMii nii f'uiiem - 
uiiJhiuiiiii /V9.t-99) However, (hcie seems 
to he mom Fni tiirthei investigation to find 
othei reasons toi this lendency 

8 It IS, ol ciHiisc, possible lh.i( the constraint 
which the economy ei. ounler*! is not loreign 
exch<ingr hut othei s \',irious constraints on 
economic giowih and ciHulitions to hic-ak them 
out by capital inflow, are discussed m gap 
models oftci ed by seveial development econo 
lllll•(!l Sc-e forcxaiiiple Racha(l984l. (1990) 

9 Fill detailed desciiption ot Koic.i and 
Thailand's ettses set Chandrasekhar and 
Ghosh 1 1999) 

l(t Forcaiegonsationofsiichintlows (basically 
lollow the definitions in Hiihime I'l f’aYineiu 
Mdimul. litth edition, compiled by IMF 
Accordin.' to the iiiinual (he dixlinclion 
bctwc*eii long- and short-term assets and 
liabilities IS based on onginal conliactual 
maliiiity of more than one yeai, or one year 
or less While FDI and FPI cannot he delined 
by this critena since ilrey have no inatunty, 
I ieg.iid 1-1)1 as I rCI and F1M as STCI hy 


their nature in addition, here 1 evaluate ail 
(he figures only on the liabilities side of BoP 
account not netting nut the amount of assets 
side The reason for this is that I intend to 
extract the gross amount ol such inflows 

11 What seems to he lucking m the works by 
the World Bank research group is that they 
neglect indicators of the primary market 
development I add NCI/CDP to supplement 
this point 

12 .Singh II998). p 189 
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CORRIGENDUM 
DEUTSCHE BANK 

In the Balance Sheet {EPW, July .1. pp 1846-1831) please note the following 
correction Under the heading Schedule 12, Contingent Liahilities, No 6 - 
Repos, the figure in the column ‘As on .31 3 99' should read 1,629,.344 and not 
629,344 The enror is regretted 

-Ed 
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Flood Protection That Never Was 

Case of Mahananda Basin of North Bihar 

Dincsh Kumar Mishra 

The Mahananda Flood Control Scheme (MFCS) is a case of a solution being worse than the problem 
It is designed to solve. Embankments under the MFCS have created a problem of waterlogging which damages 
crops, and the residents have no option hut to breach the embankments MFCS illustrates what happens 
when there is poor communication between political decision-makers and tet finical experts, and none between 
these two and the people affected by that dec ision. 


I 

The Mahananda 

THE Mahananda is one of the major nvers 
of north Bihar which originates fi kms 
north of Kurseong in the Darjeeling dis¬ 
trict of West Bengal in the Himalayan 
range, close to Chimlc, at a height of 2,0h2 
metres. It is here that this nver starts its 
.176 km long journey to the Ganga The 
total catchment of the nver is stated to he 
?4,7S3 SC) kms of which 5.2V.1 sq kms is 
located in Nepal. 6,677 sq kms in West 
Bengal and only 7.9S7 sq kms in Bihar 
The rest of the catchment is located in 
Bangladesh where the river ultimately falls 
in tlic Ganga (Padma) near Gcxlaganghal 
The river bifurcates into two streams 
nearBagdoh The righi portion, popularly 
known as the Jhawa branch, traverses 
through Jhaua. Sikatia. Pranpur, Labha, 
Singhia and Gobindpui and joins the Ganga 
near Chowkia Paharpur in the Katihar 
district The left branch, known as the 
Barsoi branch, bifuicates near Barsoi 
(Katihar) and forms a loop to enter West 
Bengal Babakola, Shu khola, Manukhola. 
Mechi. Chenga, Dowk. Kankai. Panar. 
Gaman, Tangon. Srim.iti. Sudhani, Nagar 
and Kulik, etc, arc some of its major 
tnbutaiies After entering the plains near 
Silligun the nver flows on almost flat land 
and after it crosses the Barhi-Guwahati 
National Highway-31 near Dhcngraghat, 
the ground slopes for the Jhaua branch arc 
as low as 10 ems/km whereas the Barsoi 
branch has slopes around IS ems/km. 
Because of these flat slopes, the nver used 
to spill Its banks causing inundation and 
wateribgging in the Katihar di.strict. The 
.spills of the abandoned channels of the 
Kosi, namely, the Kan Kosi and the 
Barandi, akso used to add to this problem 
The Mahananda, like any other major 
river of north Bihar, brings with it a high 
amount of detntus. as it debouches unto 
the plains, from the loosely packed, geo¬ 
logically nascent Himalayan range of 
mountains. Hie river is known to have 
changed its course in past. The Mahananda 


catchment has an average rainfall of about 
1.563 mm in its Bihar portion which ruses 
to a maximum of about 6,000 mni in the 
higher catchment 

11 

Mahananda Flood Control Scheme 

The liver in north Bihar, most notorious 
lor Its vagaiics is the Kosi which was 
embanked during 1055-57 after a debate 
of about 1(X) years again.st jacketing of the 
rivei This debate is recorded elsewhere 
[Mishra 1097] Suffice here to'say that 
when a silt laden river is embanked the 
.silt gets trapiK'd between the embank¬ 
ments leading to a rise of the bed Rain¬ 
water gels stw k outside the embankments 
and over waiei seeps through the embank¬ 
ments into the countryside Water from 
the Inbuiancs cannot enter the main nver 
because ol the embankments. Sluice gates 
constructed to facilitate the process can¬ 
not be opened during peak flood .seasons 
as the mam nver water will flow back into 
the tnbutaries If tributaries are also 
embanked, the rainwater gets waterlockcd 
between the embankments of the main 
rivci and the tribulancs and the only way 
to get rid of this water is evaporation, 
seepage into the ground, oi else, it will 
have to bt' pumped out into either of the 
nvers Besides, no embankment can be 
built that will not breach and a breach 
.spells diMim lo the population in the pro¬ 
tected countryside [Sanyal 1983) Seek¬ 
ing flood protection through embankments 
IS like getting into a vicious circle, and 
ones one has walKcd into the trap, it is very 
difficult to come out. 

A large section of engineers, however, 
believe that when a nver is embanked, the 
area available for passage of water is 
rcduceu and the velocity of the nver flow 
IS increased. The increa.sed velocity of 
flow etodes the nver banks and the cross- 
sectional area of the river is increased 
allowing more passage of water and thereby 
reducing the floods. In technical circles 
the debate whether embankmenu add to 
flmids or reduce them is yet to be settled. 


But ju.st a.s both the argumenus, for and 
against the embankments, are thoroughly 
sound and convincing, engineers use them 
to justify or discard a scheme depending 
on the prevailing social and political 
compulsions and their authority cannot be 
questioned by a lay person 

This demand to embank the Mahananda 
was at a low key initially and there was 
a n‘a.<>on tor it Many eai ly British writers, 
who had wnften about floods in that parr 
ol tl:^ country, although, had talked ex¬ 
tensively about tlic Mahananda but never 
about Its floods. It was probably for the 
first time in 1906 that the Mahananda 
watet wa< also reported to be on the n.sc 
along with that of the Ganga [O'Malley 
1908] It was only alter 50 years in 1956, 
when the Katihai, Manihan. A/am Nagar, 
Kadwa, Karan Dighi, Barsoi. Barari and 
KorhaThanas were reported Ui have faced 
floods and when the water entered some 
431 villages ol the erstwhile Purnca 
dhstnet that the Mahananda flood.', found 
some mention (Ray Chowdhary 1963|. 
Even the high level committee on floods 
took a casual view ol the Mahananda 
fltMids saying. “But liom the viewpoint of 
flcKKl control, it dix's not offer senous 
pnihlcms A few town protection .schemes 
and marginal embankments might solve 
the problems of this nver to a great extent" 
[GOl 1957.51 

In the budget session of March 1963, 
Yuvraj, an MLA from Pumea, informed 
the Bihar vidhan .sabha that the We.st 
Bengal government was constructing an 
embankment along the Mahananda, on 
their side ol the over He mainiaincd that 
it this embankment is constructed, the 
whole water of the Mahananda will get 
pu.shed towards the southern portion in 
Purneadistrict (now Katihar) and the flood 
situation there will worsen Making a 
.statement on behall of the government on 
March 18, 1963, Lokesh Jha said that the 
government of Bihar (GOB) was aware 
that “a 58 km long, 3 66 metres high and 
l(i metres wide bund is being built along 
the Mahananda in We.st Bengal and if its 
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consiniction continue.*), the Amdabad block 
and other areas would face severe 
floods...The government of West Bengal 
(GWB) IS con.strucbng this embankments 
in their area and wc, generally, do not have 
much to .say about it But the GWB should 
have inlormcd us of ihis project." 

On July 2K, 1964, in the as.scmbly Yuvraj 
emphasised that although this embank¬ 
ment will protect villages of Harish- 
chandrapui and beyond, in West Bengal. 
It will spell dexim lor the villages located 
in Pranpur and Azam Nagar blocks ol the 
Katihar .sub-division The GUB replied 
through Sahdeo Mahau > that, “Malior Bund 
Scheme is an embankment on the left bank 
ot the Phulahar nver in West Bengal and 
because nt ihis .severe impact oi AikkIs is 
being lelt on the righi bank ot the rivet 
which IS liKatcd in the Pumca di.stnct oi 
Bihar This is crystal clear that if one bank 
ol the rivci is bunded and the other end 
IS left tree then it it natural that the op¬ 
posite end ot the nver which is unpro¬ 
tected will sutler heavier tinods In this 
connection a note has been .sent to ea.slem 
zonal committecon politics (special) which 
IS going to meet shortly as a mark ol 
protest" Mahato turthcr said. ‘The super¬ 
intending engineer, tiood investigation 
circle. Mu/atlarpur is prepanng a .scheme 
to protect .174 sq kms ol land at an esti¬ 
mated COM ol about Rs I 5 crore This 
scheme will be prc.scntcd shortly " 

The matter was al.so taken to the street*- 
Savs Ram Lagan Rai (6.‘i), district chair¬ 
man of 20-Point Programme Committee, 
Katihar. and an activist who had fought 
for the implementation of the Mahanunda 
Flood Control Scheme (MFCS) in the 
sixties. In 19.^4. there was a land .survey 
in this area and some ot i he landless persons 
were granted lands and they were also 
given .shikmi rights tollowing a move¬ 
ment led by the .socialists. Thus there were 
hopes that the poor will get land and if 
the .same is protected against Hoods, 
nothing like it The.sc weie the icasons for 
demanding the MFCS. There was a .severe 
Aoiid in 1968 We were in Praja Sociali.s( 
Party (PSP) then and wc started a move¬ 
ment. [whenj the scheme wu.s sanctioned 
and the work started in 1972 we defi¬ 
nitely treated this as oui victory” (personal 
communication) 

The MFCS got the administrative ap¬ 
proval of the GOB, on October 21, 1970 
The introductory chapter of the DPR makes 
intcrc.sting reading It says, “ .An em¬ 
bankment. namely, Maliar Bcel Bund 
Scheme on (he left bank ot river Maha- 
nanda has been constructed by the We.st 
Bengal government to protect .some area 
in West Bengal from the Hoods of the river 


Mahananda. Tiiis embankment has an 
adverse effect oppo.site to it in Ahmadabad 
block of Pumea district and the Hood 
situation of the region has been adversely 
affected. To make the area Hood free there 
was a great demand of embankments in 
this region also, which gained momentum 
alter the construction of Maliar BecI Bund 
Scheme in West Bengal...The demand of 
cultivators was examined and investiga¬ 
tion and detail suivey of the area was 
conducted resulting in the formation of 
Mahananda Embankment Scheme" (GOB 
I965J 

Much before this, in 1964. the minis¬ 
ters' committee on Hiwd conirol in its 
n'poit had said, “Embankments along the 
Gunga in the Shahabad distnet and along 
the Mahananda in the Pumeadistnct should 
receive high priority" [GOI 1964). and 
(hat meant that the government was ac- 
tisely considenng the scheme to be taken 
up This was more so because the convenor 
of this committee was Mahesh Pd Sinha 
who himself was the irrigation minosicr ot 
Bihar then 

Before we go into the details ol the 
scheme let us examine a lew points at this 
stage. One. is it desirable or possible tor 
one state to unilaterally obstruct the How 
of a boundary river without even intorm- 
ing the state on the other side ot the nver 
thus making us own problem, the pioblem 
ot the neighbour Vanous sanctions ate 
procured before any scheme is taken 
up which come from institutions like 
minustry of finance, planning commi.s.sion. 
central water and power commission, etc 
It IS amazing that such institutions did not 
intervene and force a .scheme on Bihar. 
And two, when the irngation minister oi 
a state was .so emphatic that a particular 
scheme should receive a high priority why 
did the people take to the streets and face 
lathis and arrc.st.s. 

The ministers’ committee on Hood 
control (1964) had recommended to “con- 
.stnict embankments on the right bank ot 
Phulahar in the district of Pumea to give 
protection to the area bounded on the 


north by Malda section of the railways, 
on the west by Kari Kosi, on the south 
by the Ganga and on the east by the 
Phulahar” [GOI 1964:100]. 

The OPR (1965) had proposed the 
following (Figure). 

(a) The eastern bank of the Kan Kosi 
to be embanked from railway bund to the 
abandoned railway embankment near 
Manihari; 

(b) The western bank of the Kari Kosi 
to be embanked and the bund extended 
and linked to the Karhagola embankment 
on the Ganga; 

(c) The western bank ol the Mahananda, 
I rom Khajahat to Chowkia Paharpur where 
the river joins the Ganga to be embanked. 

(d) Tlie eastern end of the Mahananda 
to be embanked from Bagdob till Dilli 
Diwanganj (near West Bengal boarder). 

(c) The Barsoi branch of the Mahananda 
to be embanked from Bagdob to Kushidah 
tWe.st Bengal boarder); and 

(f) The Ganga to be embanked from 
Chowkia Paharpur to Topra. 

It was decided to space the embank¬ 
ments at 1,830 metres to meet 50-year 
Hood cycle 'fhe Ganga embankment was 
provided with a free board ol only I 2 
metres because the southern end of the 
Ganga wa.s tree and the river was permit¬ 
ted to spill towards south, (..atcr, the Barandi 
was also included in this .scheme and the 
Ganga embankment extends from 
Chowkia Paharpur to the conHuence ot 
the Barandi with the Ganga Figure shows 
ail these embankmenls who.se length has 
reached 336 kms. The project report ha.s 
stated the .status ot Hood situation in >965 
and the objective that it had set for itself 
alter the completion ot the project (Tabic 1) 

The MFCS was thrust on Bihar Sahdeo 
Mahto had to state in the Bihar vidhan 
sabha (July 28, 1964) that, “if one bank 
of the river is bunded and the oiher end 
IS left free then it is natural that the op¬ 
posite end of the river which is unpro¬ 
tected will suffer heavier Hoods” A look 
at the figure suggested that the northern 
bank of the Ganga was proposed to be 


Tabu I SrAtvs of Rnou Lossfs in I%.S and OBiscnvES of MFCS 


Parameters Status of FIikkI Losses (1965) MFCS Projections 


Flood affei'icd urea (hectare) 

1 00,900 

8,100 

Flood affected population 

8,40,000 

40,000 

Flood affeutco crop area (hectare) 

29,394 

2,000 

Losses to public property (Rs 000) 

1,800 

20 

Loss of dwelling units 

512 

nil 

Human deaths 

nil 

nil 

Value of total )os.ses (Rs 000) 

6,901 

S 30 

Expenses on relief and rahabiliiatiun (Rs) 

l.20,n(X) 

i 10,000 

Flood depths 

1 20-1 83 metres 

S30 ems 

Flood duraticn (days) 

to 

S 2 

Flood frequency 

fivt times a year 

once a year 

Siiun f Mahananda Embankment Scheme (1965), Department of Irrigation, Government of Bihar. 
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embanked but the ^ithem end was left 
free. It is obvious that the other bank ot 
the Ganjia would .suffer and we now have 
more serious floods in Sahthganj and 
Kahalgaon. etc. Thus while West Bengal 
.shifted its problem, through MFCS, to 
Katihar, Katiharshifted part of its problem 
to Sahibganj and Kahalgaon 

There are two continuous embankments, 
one hetwren the Mahunanda and the Kan 
Kosi through the northern hank of the 
Ganga, and the othci between the Kan 
Kosi and the Barandi through the noithcrn 
hank of the Ganga One does not need a 
degree m engineering to observe that the 
rainwater tailing in this zone has no outlet 
into any of the rivers The sluice gates that 
were constrocled lalci did precious little 
in discharging this w.itcr It then; is an> 
breach in the Mahananda's we.stern em¬ 
bankment. either embankment oi the Kan 
Kosi or the eastern embankment oi the 
Bunindi. the gushing water will lush to¬ 
wards the Ganga embankment and unless 
the Ganga embankment, ton, hic.Tchcs or 
IS cut by villagers, this water will not find 
any passage to the nvci 

The construction oi the si heme, esti- 
.iiated then to cost Rs 5 30 croie. started 
in 1972 and was almost completed bv 
1980 It was supposed to he the end ol 
the oideal by IUkkIs Ioi ot the people in 
the blocks of Manihari. Katihar and 
Atndabad districts loi who.se henelit the 
scheme was implcmemed I lowever. tight 
from the beginning ihe MFC'S was a 
haunted scheme with frequent bleaches, 
and often cuts elfected by the public loi 
various reasons We shall look at the 
sequences ol events here 

111 

Breaches Chase Kmbankments 

As the flood level tises within the 
embankments' the lives of pcniplc living 
within the emhankments is thieatencd and 
the embankments often breach on then 
own or else, to get nd of the unwanted 
water, the people cut the embankments 
Accordingtoreportsot tlu.' water resource/ 
relief and rehabilitation department ol 
GOB and newspaper reports, tins has 
happened in the years 1975-76, 1980-84, 
1987-'89. 1991 and 1993-95 

One of the worst flinids of the century 
occurred in 1987 in Bihar, and the 
Mahananda embankments, like any other 
embankments in the state, were smashed 
breaching at as many as 22 places People 
within the embankments cut it at Kachaura 
near Kursel to save their lives hut the watci 
released engulfed Manihari block and the 
situation cased only when the Ganga 
embankment was cut at Mcdinipui and 


A/ainpiii I'olneai Manihuiion August 19 
The Barsoi taii-linc was washed away in 
at least 1 1 places and many railway bridges 
were caiiied away by the lltKid waleis 
Fed up w nil Ihe embankments, lesidents 
oi Biindabaii village, in Ihe Kadwa block, 
planted diuins on the breached embank¬ 
ment so as to laisc alarm if anybody tiHik 
mcasuieinenis ot levels for plugging ot 
the btOiuhcs In 1988, the bleaches ot thi 
prei ions ve,ir could not be repaired in i nc 
and water entered the villages through 
ihese gaps hut slowly People near 
Bnndubati, .Sikatiii. Dhuhaul and Kursel 
were heni on cutting Ihe embankments 
turthei but police fired many rounds to 
disperse llie crowds in 1989, nver water 
back-llowed into the countryside because 
the sluice gate at Ghasiaghai could not he 
cIoschI because of mechanical trouble This 
sluice gale has a very interesting story For 
a long time after (he construction ot the 
cmbunkiacnt, a gap was Icit at Ghasiagiiat 


wlieietliesluiieg.ilewasioheumstrucu'il 'i ' 
Alter a lot ot agiUtioii. work staited here 
I'he f mindation w as picpaied luui the Irame 
lor (he gates installed When (he shutters 
arrived, they were lound to he undeisi/ed 
n’lideiing then opeiation ditliculi Says 
.Somaiu k.im rhowdh.iiy ol Bind lola. 
“Wc have been requesting every visiioi 
to out atea to please help us to gel (his 
sluicegatecom'Ctedbut without any lesiill 
It IS hciausc of this .sluice g,ue that the 
status ol a person holding l\> bighas ol 
land and ol a landless labour h.ul become 
equal" (personal communiiation) 

('ome 1996 and Ihe people loimed a 
‘MahanunilaTalbandh Vnodhi Sanghaisliu 
Sannti' (roughly iianslaled .isc'ommitlee 
Against the Mahananda I'.mhaiikmeitls i 
and cut the Mahananda's west emhaid- 
nients at Kochkhali. Kumiiati and 
Shthganj, iiorih of lhaua Rallwa^ budge 
The govoniment ol Biliarc alls sue n people 
'anti social elements' Says Vimxi Kumar 
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Sah, hCfftnai 7 of the Satnitr "When our 
survival was thix'ateiK-d during the floixis 
in 1987 wc wotc foiecd to breach the 
western cnibankmcnl along the Maha- 
nanda ni*ar Kachuara. hut the government 
plugged the breaches latei on At long last, 
we decided that wc shall not bear it any 
iTHire and last year( 199(i) we lonncd Maha- 
nanda I'athandh Virodhi Sangharsh 
Samiti. Wc made the (.ontraslors give us 
a wntten undertaking to the elleii that 
unless Io\.al people wanted it. they will 
never build up the einhankmeni again 
Rveryone knows how to i ope with normal 
fitxids in our area U(' and have a look at 
out uica today theie is a bunipei s rop oi 
wheal on Imth sides ol ilh' embunkmenis 
- the kind that never happened beloie" 
IBaih Mukti Abhiyan I997| 

Tlieso valled‘anti vtialelements'have 
then own version ot the events Shailendra 
Nath Mouwar mukhi.i ot the Medmipui 
gram pane haval. near M ainhari block along 
the northern bank ol the f langa says. "Wc 
are sunounded by the three risers, the 
Mahananda on the east, the Kan Kosi on 
the west and the (]ang<i on the south This 
IS our problem and this is oui .solution too 
When the embankments were not built, 
the watei iisi-d to use slowly along with 
the rising users hut il any ol the iiveis 
started leeeding watei used to get diained 
out very last The lliM>d situation follow 
ing the consiruelion ol the embankments 
has taken a turn loi the woi.se As it is. the 
ram water gels aeeiimtilaled in this trough 
and il. bs any chance the Mahananda or 
the Kaii-Kosiemhankmeni breaches, will 
this water cvei hiul any passage'’" (pei- 
sonal cotmnimiealion. August 1994) 


The Medinipur rc.sidcnts .say, “Wc do 
nut have any option olhci than to cut the 
Ganga embankment Otherwise .*i,(X)0 
people Irom the villages of Manihari. 
Mudinipur and Arampur Tol will be 
drowned which will akso include the 
goveniment servants hccau.se the flood 
w'ater does not distinguish between an 
oidiiiarv ciii/x*n and a government em¬ 
ployee Kven if the government pays a 
compensation of Rs IO,(X)Ofoi each death, 
the amount will he around Rs S crorc 
where-as the repair o( the embankment 
may not cost more than Rs 10-2() lakh The 
government officers thcm.sclvessupci vise 
the cutting because everybody wants to 
live I'ell us - how this work can he turned 
*anli-s(K'iar We aie saving so many lives 
and so much of money every year ” 
.Says Yusraj tlomicr MP and MI.A). 
“Yes. It IS a tact that the day I raised tins 
tor the first lime in the vidhan sabha. a 
bleach ni the Kamla embankment was 
repotted the .same day, but 1 had a feeling 
that we ate located in lower area a and such 
bleaches will not iK'cur hcie and, also, we 
had hoped that once the Hoods ate pte 
vented, the government will do something 
to provide irrigation and our area will 
piosper But even after the con.struclioii 
ot the cmhankmcnis IliHids continued and 
watei logging outside tne einhankmeni 
started using and the question of chaining 
the watei accunuilaiing outside the em¬ 
bankments started (ihasiaghat sluice was 
taken up I'ortunaiely. I had scs-’n the design 
ol the sluice and the executive engincci 
show'cd me its sill level I tried to convince 
him that this should be lowered and tried 
to pill sue the cause I .alei, the debate was 


turned into one between a layman and an 
expert I wa.s a layman and had to yield 
to the expert’s opinion The result was that 
earlier we were losing only the Bon> paddy 
but now wc started losing the Agahani 
paddy too, the loss ot which used to be very 
rare earlier.. I had a fcchng that the .sluice 
gate Will work both ways, i e, when the 
water level within the embankments n.scs 
the gates will be opened and the water will 
be relea.sed into the countryside and vice 
versa But the sluice gate only operate one 
way leading to severe waterlogging... and 
then (he cmbanknwnts started breaching 
(personal communication. Januaty 1994). 

IV 

Actual Performance 

I'he claims made by the projects arc 
given in I'abic I and the losses incurred 
alter iniplemcntation ol the project are 
given in Table 2 

'I’he project mport mentions only three 
blocks ol the Katihar snbdivi.sion (now 
district) to be atteeied by the tlinids that 
were to be piolceted Tlie MI’C'S now ha.s 
alleeted almost the entm* district ot Katihar 
Ihnuigh the enihaiikments ol the Kati 
Ko.si and the Harandi and the fiaiiga The 
western Mahananda embankment also 
extends into I’uincaand affects large aieas 
llieic Pot the sake ot convenience we are 
onlv taking the Katihar distnci lot oui 
study In the 19 veais since 1980 it was 
only in 1994 (1492 is an exception, being 
a .sc'veie dniught year) that onl) three 
blocks were alleeted by the tlomls and in 
olhci years the Hood spread area was much 
more In 19X7. 1995 and 1998 almost the 
whole of the disttiet was under a sheet ol 
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water. Manihari and Amdabad. Azam 
Nagar, Kadwa and Pranpur blocks flgure 
in the flood list almosi every year without 
any gap. One does not know the basts on 
which the DPR claitncd that the fliKxl 
depths will be restneted to 30 ems and that 
the floods would not (K-cur more than once 
a year. 

The population that was to be given 
piotectlon against floods was stated to be 
around 8 lakhs The population ot the 
entire Katihar subdivision (in 1961 Cen¬ 
sus) was 9.11 lakh and that or the three 
blocks mentioned was only 2.55 lakhs. It 
may just have been a slip that the popu¬ 
lation was mentioned as 8 lakhs It also 
may he a deliberate attempt to boost the 
image of the MFCS .is well The popu¬ 
lation of Katihar has doubled between 
1961 and 1991 

Tlic crop aiea liable to flood following 
the construction ot MICS was supposed 
to have been brought down to ju.st 2,000 
hectares I'his has not been achieved m 
the past 19 years Tlie fliKid affected area 
prior to the implementation of the scheme 
Is mentioned as l,(X).900 hectaics The 
aiea of the three blocks (Manihan, 
Amdabad and Katihai) is 67,326 hectares 
Obviously the project expected to pioieci 
the affcited areas beyond these blwks, 
too. and it was stated that after completion 
of the pioject the ikxid affected area will 
be limited to only 8, UK) hectares Tabic 2 
exposes the hollowness of this claim At 
lca.st .seven times in these 19 years, the 
flood aficctcd area in Katihar has been 
more than the pre-project days. In 1987 it 
was more than double the pre-project days 
and in 1998 it is almost thnee as much 

Finally the cost The project which had 
started with an estimated cost of Rs I 50 
crore (Sahdeo Mahato's statement, July 
28,19()4) was .sanctioned at Rs 5.30ciore 
in 1970 and h,id consumed Rs 52 47 ciore 
till 1993. Lahtan Choudhary had once 
defended such e.scalations in the Bihai 
vidhan sablui saying, ‘The onginal c.sti- 
mate of the Kosi pnyect was Rs 44 77 
emre which now stands at Rs 85.34 crore... 
Thus the costs have gs'UC up by about Rs 
40 crore. Of this Rs 79 93 crore will be 
spent .on works which were not included 
in the onginal project" (May 29, 1970). 
MFCS was no exception to such dealings. 
The original ptopo.scd embankment length 
was only 2()8 kms, but it now stands at 
336 kms because muiy new lengths were 
added later. A.s regards the expenditun: on 
relief. It was Rs 25 ciorc in 1987-88, Rs 
98.76 lakh in 1988-89 and Rs 1.17 crore 
in 1989-90 and that defies any logic of 
inflationary pressures (Annual Reports, 
Katihar Distnci Administration) 


Rehabilitation in MFCS 

While the MFCS replicated the techno¬ 
logy ot the Kosi project, it fmled to mutate 
the rehabilitation package of the Kosi 
project Not ihat the Kosi Rehabilitation 
scheme was very effective But, at least, 
some lip service was given in that pioject 
to the embankment victims. In the ca.se oi 
MFC\S, even that lip service was missing 

When the M IT'S project report was bei ng 
pn'paa'd, a sample survey was done on 
the Barsoi branch of the Mahananda lor 
aicngthot 11 2 kms toeslimatethe number 
nl families that will have to be resettled 
They loiiiul seven villages in this reach, 
namely. .Suns.irpur (55 lamilies), Sahjana 
(43 lainihcs) .Sahjana Kadamgaclichi (24 
lamilies), Tiyai Para (2U families). Porta 
Aia)i (92 l,iinilies). Basagaon (49 laiiii- 
lics) and KataharTola (10 families) total¬ 
ling 293 luinilics The rc.st of the woik w as 
very simple and solved by unitary prin¬ 
ciple ol atithnietii .Since 11 2 kms of 
embankment .iccomnuxlates 293 families 
hence 208 kins length of the embankment 
would aceoiiimodatc 5.460 families ICiOB 
1965-391 .ind a rehabilitation package 
worth Rs 3t 21 lakh was included in the 
cstiinatc tor (a) land acquisition for hoine- 
.stead Iniiil at Rs 200 per family; (b) com¬ 
pensation tor hou-scs falling on the em 
bankiiieni line at Rs 375 per kilometre 
length ot the embankment, (c) ciop com¬ 
pensation at Rs 494 per hectare (1,596.36 
hectares) on the land through which the 
embunkment would pass; and (d) resettle¬ 
ment cost ol Rs 2.50 pel family [(JOB 
1965 581 

This icseitleinent scheme, il it could be 
called a icsetticmcnt scheme, has a fixed 
compensation ot Rs 250 per family Says 
TarakLshwar(4())oflmain Nagar, “ When 
theeonstruLtionol the embankment started 
in 1972. then land was acquired according 
to the land usage tor liomcstead lands ol 
our old village, Sikatia, but the land dis- 
tnbution was haphazard, Devi Mandal had 
a house spie.id ovei two bighas of land 
(one bigha 1,334 sq metre-.) and between 
two bnrtheis (ointly got just 485 sq metres 
and they have not yet received the papers 
This happened with almost evciylxidy 
Surveys were done, records were com¬ 
pleted but wiiat happened to land papers, 
nobiKiy knows When it comes to hou.ses, 
the package langcd from Rs 50 to Rs 2.50 
and that was all, and most ol this money 
was spent in collecting it Right here in 
Garbaghawa. some people wanted settle¬ 
ment on the land of Garbaghawa, outside 
the embankment, but they were given land 
in Snighout They stayed hack within the 


embankments and their rehabilitation was 
dcimted to have been completed” (per¬ 
sonal communication). 

Kant l,dl Mandal (40) oi Sikatia (block 
Azaninagai) expres.scd his frustralion as, 
". Belorc lhe.se embankments were con- 
stiucted, (laddy and |ute were (he main 
emps but now all that land within the 
embankments is sand ca.st and is consid- 
eiably raised When 1 walk through my 
fields, I feel I am not a human being but 
a camel 1 am no more a human being 
On this land my gr.indlaihci rai.scd paddy, 
my lathci cultivated wheal and I am gniw- 
ing c ucimihei s and w<iter nH-lun 1 oibourers 
from Mtingei, Ariali, Chhapra and Hallia 
used to come to us Ioi harvesting and now 
I go to Huiiiab loi the same” (personal 
comiminieatioii) 

Says Yus I aj. “ 1 ..qises in ichabilitation 
IS a very serious matter ( ompensation 
was paid accoiding to the age old rates 
It took yeaisloi the goveniment to acquire 
land, and lor years the ousiees kept on 
duisnig the ‘aniins’ and (he department 
hut no one w.is given (he land papers” 
(personal communication. 1994) 

'Hie net outcome ol lla* MI'CJJ has been 
that It has dislodged a huge population 
liom Its noimal hie 

Ram Lagan Rai comments ” l-anbank- 
inenis have become a curse now In the 
eailiei days. Ilixxl watei used tocoine and 
go Paddy and jute were the mam crops 
and there used to he a gcxid crop In rain 
season we used to have oi Iseeds and pulses 
and the rest of the tiiiie was fre-e Along 
with the embankments we had demanded 
loads over them along w ith (he plantation 
which would have led to the pioper 
maintenance ol (he enihaiikments ITie 
river bed is also rising which also causes 
bleaches we must keep continuing our 
search loi propoi solution ” 

Mangan Insan t lormer MI .A) is leading 
a powerful agitation against the embank 
mciits built 111 the Mahananda basin He 
says. “ Work on the Mahananda embank¬ 
ment was started wav back in 1971 I had 
oppo.scd It even then I thought tli.ii the 
flood level within the emhankmenis will 
nse ” 

“I did raise my appiefieiisions with the 
district collectoi and engineeis in 1972 
and the cidlectoi agreed to it on my persua- 
tion But (he engineers stuck to (licit 
pioposal.” 

“When IIixkI water starts flowing ovei 
(he mollops, people aie Iclt with no option 
hut to breach the emhankmenis and we 
have started an agitation against the plug¬ 
ging ol hieaches The trouble is (hat 
engineers design structure', on the basis 
ol drawings and contouis, wheicas we 
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gniw alont! with rivcr<> and arc much mure 
converikant with the tiver behaviour, but 
they tcel it infia diK to disuui>.s things willi 
us And It i\ dilliLuh lo till this gap up " 

’‘We did know that waters will be 
obstructed and thereby swell inside ot the 
embankments, but we had absolutely no 
luea that there would be a siwere water¬ 
logging in the arc.i outside oi them And 
we gut to know this kxi only goulually 
that the embankments could he breached 
as well Actually the problem is that the 
ministeis say they woik on the advice ol 
cngincxTs as the entirt issue is technical 
one. wiieieas the engineers say that they 
cannot tunction independently and they 
have to woik accoiding lo the wishes and 
instrucliuns ol politic laiis The iioiiy is 
that the affected people never get an oppoi - 
lunity to meet them togethei and discuss 
the pioblems with them, and so while the 
leaders and engmeeis eel along as nieirily 
as evei. the |X'ople continue to suiter 
Well, how c.iii we wage a legal battle 
unless we suivise ’ Yi k. we shall fight on 
a legal level to - but the issue will be 
resolved thiough llie people's movement 
alone” |Baih Mukti Abhiyan l‘W7,62I 

VI 

Stalemate Continues 

Imibankmeius base slowly become a 
paililion line oi inteiesi \Mien the iivei 
was liec to wandet and spill, the people 
used to lace the lloods |oinll\ One ca>l 
lot the help was enough to mobilise* the 
villagers who would come out Ironi all 
directions u ith then boats to lescue otheis 
and help them in distiess Now the people 
aie spill hc‘twmi those lismg within the 
embankments and those outside them Now 
il ail alarm isiaiscd. they would tiist check 
whethei the call loi help is coming lioni 
inside or outside People lisiiig outside the 
embankments patiol them dm ing the t uiiiy 
season lest those living inside cut the* 
embankments Choice lor those living 
inside IS veiy limned w hen (he IlcHid level 
uses very high II thev do not ailed the 
bri'ach. thev ate diowned and if they cut 
the embank mcnl they I tec the w rath ol the 
people living outside which, at limes, 
include the giin-iunncis Noniiallv. thevse 
living inside suceec'd in cutting the em¬ 
bankments and th.it spells a doom on the 
oulsidcis As the watei recedes, the msid 
ers and the outsiders |oin hands and oppose 
the plugging ot (he hieach. hut foi difter- 
ent reasons 

The insidcis oppos.. the plugging be¬ 
cause (hey know that history will repeat 
it.scll m the next mon.s(M)n and (he outsid- 
cts lesist plugging be'eause nest year the 
water wilt ti.se siowlv and woiiicj lecede 


last il the cut is not plugged and they 
would not be hit by water hammers 
emanating out ol the breach .spots and they 
would, at least, get some time to react in 
ca.se of a flcxxl and save their lives. But 
the administration gives repeated assur¬ 
ance that such an incident would not be 
allowed to he repeated in luture. If this 
docs not woi k. the plugging operations arc 
earned out under police protection and the 
pniblem is pvislponed tor one more year 
The villagers of Rounia. Kalyani. 
Chandpur. Parhhcli. Bharri. Muradpui. 
Nikhrail and Chowki. inside the Malta 
nanda embankments, an* well known lor 
cutting the embankments as that is the 
only com sc ielt lor them lo lower the I lood 
level hsactly loi the same ica.son. those 
living outside the embankments in the 
villagesot Manihan. Medmipur. A/ampur 
Tol and Kanta-Kosh. cut I he* embankments 
ot the (langa as a maltei of routine 
Duiing the iluod season, some >'illages 
of the Mahananda hasin iigurc piomi- 
iiently in the news Helgachehi. Chandpii' 
Kadwa. Kuisel. Jhaua. .Sikatia. Pranpui. 
I.dbha, Singhiu. Chowkia Pahaipur. 
fiohindpui. Kanta-Kosh. Manihaii 
Medmipur, Bagdob, Baharkhal, Bangenia. 
Dhaboul and A/amnagar arc just some 
examples The list does not end licie The 
most recent addition to (his list is Pnthia 
w'hcie one could see the climax ol modem 
IIoihI eontiol wheieihc* leliet .scekeis weie 
liied at. Ill IWI. killing three* of them Ail 
this despite IIihkI control schemes and 
expundituic* that luns into enues 
The darkest part of the whole episode 
IS that the mam issues icgaidmg lloods 
and (he smooth dram.ige ot the area ate 


relegated lo the background and the de¬ 
bate takes place over the distribution of 
relief Items like wheat, salt, candies and 
match boxes Never a voice is raised de¬ 
manding the evaluation of the scheme and 
asking the rea.sons (or deviations from the 
targets The annual budget lor repairs is 
now nearing the initial cost ol the project 
and this is not due to inilation alone There 
has been avust dilTcrcnce in the perception 
oi the people, the politicians and the cngi- 
nceis about the pinject and these were 
never debated It suits the politicians that 
the public clamour lor help either inside 
Ol outside the embankments and the 
inconvenient issues aic never allowed to 
he raised do But a debate cannot be post¬ 
poned indermitcly and coneetivc* mea- 
suies must be taken helorc it is too late 
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Residual Illiteracy and Uneven Development 

Performance of Literacy Campaigns and Prospects 

Denzil Saldanha 



Literary campaigns in India have found tesistance from two regions - the in bun areas of irlativeiv high 
literary and the rural areas within underdeveloped regions. Tbi.\ .studs analwses data to understand residual 
illiteraiv in the (ontext of uneven deselopnient It is- published in three pans. 

The fust part unaly.ies the distribution of liirtarv acro.ss .states and union tenitoius of India and also 
across di,strirts, and studie,s Maharashtta and Cma in depth. The second part .siiidies literal v in the context 
of socio demographU, health, soi lo-econoniu and educational i harai teristir.s The last part review.s the 
trends in literacy compaign.s - their succe.s.ses, pi obiems and stiategie.s. and pi e.sents theoietu al generalisations 
relevant to basic educational inters-entions m the context of uneven development. 


VII 

issues and Trends in Literacy 
(Campaigns 

A MAJOR ailcmpt to udUicss (he issue ot 
illileraey was ihcliteraiv’Ljnipaign strategy 
initiated in 19S9 under the auspices ol the 
National Iaieiacy Missioni N1 ,M» Started 
in Itrnakulam, Kottay.im and then in (he 
entire high literacy stale ot Keiala at the 
iniliativeol .inia|oi voliinluryoiganisalion, 
the Kciala Shastia Snhitya Paiishad 
Thanks to (he enterpiise ot some admini¬ 
strative otiicials the laiiipuign apptoaeh 
was adopted in selected distiuts ot the 
countiy. generally high liteiacy ones A 
strategy esohed in a iontext ol residual 
illiieiaey wiih a histoiy ot soiial lelorin 
movements and lahoiinng ilass oiganis- 
alion and struggle was then implemented 
acniss the tioard throughout the country 
in genetally an iindilleientiated manner 
and without much eaie ioi contextual- 
isati'in Even ceitain hasic preconditions 
dining ihe ptepaialotY phase ot the 
campaigns, such as the geneiation of 
widespiead voluniaiism within diverse 
inslilutifliial and infoimal resources, its 
organisation and the creation ol an 
en vironmciit conduct ve to hteiacy through 
Ihe use ot'tolk media, c.ime tube neglected 
as the campaigns gradually came to be 
hot h ti nance-dn ven am I draw'n by the iKeds 
ol low literacy states While the gams in 
the initial phase, both ,n terms oi absolute 
numbeis made literate and the social impact 
ot (he appioach, have Inrcn signilicant, (he 
strategy has icached a point ol relative 
stagnation seeking a tael leal breakthrough 
in regions ol mass ilhietacy and under¬ 
development such as in (hcHindi heartland 
and iionicaliy also in destnets of residual 
illiteracy and high uibamsatiun. The 
strategy is sound and anyhow is all that 
exists, without a large .scale alternative in 
Mght. The problem lies in its tactical 


contesiuali s.ilion according to the political 
economy ol uneven development 
Table tOpiesents the statusof the literacy 
laiiipaigns in March 1996 in terms ol 
eni olment and the achievement ol leai ners 
having coinplcted aU the thivc presi iibcd 
primers as a proportion ol the taigeied 
non liteiales. i e. tho.se identified thioiigh 
pieliniin.iiv suiveys Only those distiicis 
which have coinplcted six months ot 
instiuclioii have been taken into con- 
sideiatioii lorihisaiidthelollowiiigtables 
111 this section, tin grcalci relevance ol 
conclusions One'scxperieneeolexteiiial 
evaluations ol achievements in.soine slates 
suggests that iherc is a strong tendency on 
the pail ol iiiiplcmcnters ol campaigns to 
iiillaie iliise d.ita in iheirdesin' todemon- 
stiate peiloim.ince in statistical terms and 
to lome ilose to the pics 'nhcd index ol 
total litcMCv declaiation * Howevei. 
assuming a lekitive consistency in this 
deviation one finds that (he ofliiial data 
galheied tioni (he districts and .states do 
pioviile some insights into issues and 
trends 1 he data ate presented here with 
much lesi I v.ition as legaids thc:r validity 
The iianoii.d levi I data indicate that a 
total ol ahotiiS? million non litciaieshavc 
been uleiililied thiough surveys within J.2 
stales by Maieh 1996 Ahoul77.l pei cent 
ol them imnilH'ring in all about 67 million 
pel sons ha- e been enrolled in the teacliing- 
learmng imness within their lespectivc 
stale I ampaigns About .55 pei cent ol 
the ntimbei ol the enrolled lotniing 42 7 
per cent ol the initially identified and 
targeted are lepoi led to achieve complc lion 
ol the liiee prinieis The stales ol Kerala 
and Pondicherry in the high literacy 
calegoiy. and Maharashtra, Tamil Nadu, 
Guiaial and West Bengal in the medium 
litciacy calegoiy of .states stand out as 
having aihievcnieni rates that are more 
than 50 per cent ol their taigeted non- 
literaics Atidhia Pradesh and Rajasthan 


anuiiig (he low litciaey slates aie the only 
ones that come close to this success rate 
Keiata'sachievementiateol 55 6percent 
ot the tatgel i.s outdone by Poiidicheiiv's 
b7 S per cent. Delhi the capital city latling 
111 (he high litenicy category, fates the 
worst with a 1 .t pet i eni ac hieveiiieiit rale, 
even lower than llaiyana (H 6 pen cent) 
III Ihe medium, and I'tt.ir Piadesh (19 K 
pel cent I and Uili,u (18 7 pei cent) in the 
low categories 'fins is an imponant 
illustiatH'H of the piohlciiis in addressing 
lesidual iliiteiacy m urban, high demsity 
aieas 'I lie state lev el aggiegaled data tend 
to leintorce this conclusion The medium 
lileiacy stales with a percentage ol 
achievement ol 50 2 pei ceiii tare hi'tler 
than the high literacy ones (45 5 pei lenii, 
with Ihe low liteiacv slates btmgiiig up the 
tear (13 2 per cent) The heightened pei- 
toiniaiKe ol some high hteiacy .siale.s, e g, 
Kerala and I’ondichcrry winch had the 
balking ol mafoi voluntary organised 
inilialivcs, (ends to statistically raise the 
level ot the mean perloimance ol the high 
liteiacy states Our external evaluation oi 
the peiiormance of Goa suggests that the 
ollicial data in the table is highly inllated. 
A lactoi that lends some ambigu.ty to the 
data IS the laci that the high literacy states 
were taken on in (he campaigns eailiei 
C’onseijuciillythciraehicvemeiilsiepiesiMii 
a tiinhci degtee ol cnniplelionot the i am 
paigns as compared to (he medium and 
espcxially the low liier.ic> Maie' wheie 
liietacy i ampaigns were initialed on an 
exten.sive scale only altei I99( Theikita 
lor these latter states lepieseiii campaigns 
hugely in piocess, but vviih someexixvied 
achievement alter six nionth'^ ol iiistruc 
lion 

Punjab and Haryana, additional states 
III Ihe medium literacy categoiy and 
ironiialiy states with high indues ol 
e onomic development, have Ihe lowest 
achieveiiient rales of 16 5 pet cent and 
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13.6 per cent, lubpectivcly. in thi.s group. 
All the state.s in the low literacy Hindi belt 
where data is available have achievement 
rates well below the national mean ot 42.7 
percent, with the exicption of Rufasthan. 
These aic also the states which have the 
largeiil concentration oi illiteracy in the 
country. Clearly the i ampaign approach 
as presently practised tcquircs major 
moditications when it conies to these states 
whore gender, community and class 
relations pi csent ma|or i ibstacles to literacy 
inteiventioiis The low literacy stales have 
the lowest mean achtcveniciil rate as 
coinpaied to the medium and high literacy 
ones, hut an eniolinent rate that is higher 
than that ol the high liteiacy states The 
desire lor liteiacv apjiears to be present, 
but not adequate means ol achieving it 
Table .^1 dtaws on liteiucy campaign 
data Irom distiicts categorised as having 
high, ineiliiim and low literacy rates in 
1991, cutting acioss states Data toi thice 
large proieits lun b> non-goveininent 
organisations aie also included The 
pcriomiance of these i .itcgoiised districts 
IS better lor the high and medium literacy 
catcgoiics than loi the respective 
calegoi i.si'd states in the fomiei table, 
except lor the low liteiacy distilets It will 
be seen that the 14'^ medium literacy 
disincts have been able to etiiol a higher 
pcrcenlaw (86 7 per cent) than the high 
(72.S pei cent) and low (69 pei cent) 
distnets llow'evci the me.in achicvcmenl 
rate ol these medium literacv districts is 
about the same as that lor the high, 
apparently diqiroMiig the hypothesis ot 
poorer perlorinance m high liteiacy areas 
The 78 low literacy districts have an 
achievement rale ol only 2(> .1 percent on 
the average Dn the whole it is toiiiid that 
about 43 per cent ol ihe ideiitilied iion- 
liteiales ate able to .ic hiev e Ihe complelioa 
ol Ihe three piimers the rest ol the 78 p<T 
cent enrolled beirg slow learners unable 
tocompli'te the c oiiise wiihm a rea.son.ible 
period ot timeoi inteiimllenl oi complete 
drop-outs as a result ot mkio economic 
ciicumstaiues ().ita lor enrolment and 
achievement in the Bharat (iyan Vtgyan 
Sumity (B( I V.S)pio|ei ts 1 n Andhra IVadc'.sh 
and Piiniab and toi the (iuiaial Vidyapilh 
pniiect a>c not encouiaging 
Data on the posi-hieracy status ol the 
hteraev campaign.s in Vlauh I99(>, ,is m 
Table M aie mconeliisive as regards the 
ditlcienluil peiloimance ot categoiised 
states The mconi|ileleness o| the data lor 
(ain|idigns m vaiving deeicvsiif piogress, 
the non leportingol a niimhei ol disincls 
and the generally mll,itcd character ol 
unven I icd c hums mak<‘ it ch 11 leuit to am ve 
at any dc 1 mit i ve staleni T.ts [ h iwwei, one 


issue that is rai.sed by the data in a clear 
manner is Ihe sustainability of the literacy 
gatas over time and especially during the 
post-literacy phase. The mean percentage 
ot enrolment to the proposed neo-hterates 
is the highest tor Ihe high literacy .statc.s 
(89 5 per cent) iollowcd by the low (72 4 
per cent) and the medium (68.6 per cent) 
literacy states However, the medium and 
low literacy states demon.stratc low mean 
paiticipalion rates ot the proposed neo- 
iitciates in the post-Ittcntcy centres The 
mean panicipation rates as a percentage 
ol proposed nco-litcratcs lor the 15 slates 
where complete data are available, 
excluding Kerala and Assam, is only 39 3 
per c erit 

It participation in the post-literacy 
cc’nlrcs IS viewed as an index of retention 
ot literacy then one comes to the staik 
conclusion that the rate of rclap.se- could 


be close to 58 percent. Those who would 
be able to retain sustainable literacy would 
form at a rough estimate approximately 12 
per cent of the originally targeted non- 
literatcs It must also be remembered that 
the number of the proposed nco-lilerates 
IS generally lowerthan Ihe number claimed 
to have achieved completion of the three 
primers (achievement level three). And 
the latter figure is already generally 43 per 
cent of the target ol non-literates identified 
in the initial .surveys. We thus sec a sharp 
and increasing drop from those identified 
iU the outset, 'fhe foregoing data have the 
limitations that the campaigns in slatc.s/ 
distnets are at varying stages ot process 
(preparatiny -literacy instruction - pust- 
lilciiicy) and the cumulative data do not 
represent a c (insistent cohort Some ot the 
ongmally targeted might .still be al the 
literacy instruction stage and their status 
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aic sdecicd lor this table, i c, they would have had aticast six months ol insiiuction The 
assumption is that. fno data i s rc-poned lor a given distnet then this corresponds to the reality 
of piogress 

Soun r\ C'ol I NIAE. .Stausiical Database for Ijieraiy, Vol 2, New Delhi, 1991. hn.scd on census 
Jat.t 

Col 4 r< Directorate of Adult Education. Ministry of liKD. Literacy and Post Literacy 
f.impaigns (Status as on Match 1996), New Delhi. March 1996 
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is not currently reflected in the post-literacy 
data. However, given that thedata represent 
a 1996 snapshot at the middle stage of a 
decadal process, they may be seen as 
broadly indicative. 

Consolidated data for districts in 
Maharashtra arc available for March 1996 
asinTable33 Mcanperccntagccnrolnient 
■n this siau' which heads the medium 
literacy latcgoiy is 93 2 per cent as 
compared to the national 77 1 pci cent. OI 
the targeted nun-literaics, 54 3 percent arc 
able to achieve the completion ol the three 
pnmers. which is higher than the national 
mean achievement rate of 42 7 per cent 
Achievemcni rates as u percentage ot the 
targeted arc higher in tlie high literacy rate 
disuicts as conipaa-d to the medium 

'Hic oflicial data fiom the M.diaiashtrn 
distnctsappcartoconuadictoui hypothesis 
and the generally leporled 1 leld expenem e 
ot gK'uter problems <ind lower success in 
addressing the issue ot residual illiteidcy 
in high liteiiicy regions than in the medium 
literacy ones This iv p.ully due to the 
intlation ol aihievcment data tesulling 
Iroin non adlieience lo ilie Dave C oin 
mittce nomis bor exnniple, oui external 
OS aliiation data lot achieve iikMit i ates based 
on DaveCommittee noi ms Ioi 1 1 ve disii icts 
in Muhuiaslitiu as compared t > ihc ie|H)r 
till inlernul evaluations in this table 
stand lespeclisvlyasioilows .Sindhuduig 
24 9-6(), Waidha 44 5 89 2 Lalui 43 I 
80 4. Nandcd 38 l-(i4 3 (in pei ceiil), 
Rainagiii 48 5 (icr tent - 6H 9 pei cent 
An altciiuaiing lactot could be that out 
external evalualmn data relate to 1992-93 
W’hcreas the internal reports arc foi 1996 
Tlieic could have been some iniprov cmeni 
inperloinianceoverllieperKHJ fnaddilioii, 
ilie I »avc norms weie not inexistencepiioi 
to 1992and this fatl could have intiueneed 
the exaggerated inteinal claims ol the 
earhci campaigns in Sindhudurg and 
Waidha Howevci. one is tell with a sense 
ol I rust ration vvltcn mat curate inlormalion 
- based on lack of clarity and/or desire lo 
use by any means lo high administrative 
expectations - leads both to a di.stoition 
m impIcmt'iUalion and an inabi lily lo draw 
adequate conclusions lor policy One has 
no aiternalive but to lely mote detinitcly 
on summary data Irom our evaluation 
studies in the tollowmg scclioii 

VIII 

Constraints and Strategies 

In 1990. accompanying the experience 
ot the literacy campaigns in Brnakulum. 
Kollayam and the Kerala state. Iileiaey 
campaigns were initiated in Sindhuduig 
and Wanlha dcstricls in Mahaiashira as 
also in a tew selected disti icts within other 


statesofihecflunuy.Threeothcr campaigns 
in Maharashtra tollowed, Latur in 1991 
and Ratnagin and Nanded in 1992. The 
Goa literacy campaign staitcU later in 1 *>92 
Between I <>89 and 1993. a formation ot 
voluntary activists the Comniittec ol 
Resource Organcsation fCORO), with an 
organisational ba.se in the M Ward • a 
niajoi concentration ol non-litcraies in 
Bombay city winked on a literacy drive 
I n the nKM I opoli s Tlie CORO literacy di i ve 
has in common with the other literacy 
campaigns the a.spccts of social mobtlis- 
atiun and the spit it ol voluntarism, but 
dilfets in dial ii was a voluntaiy oiganis- 
alional ullort in an uiban metropolis, 
lelying iiiainl) on literacy activists drawn 
tmm hxai a immunities with some support 
from individuals Irom educational insti¬ 
tutions and with hillc oi no co-ordination 
with the oilII lal educational machinery 
I'hc ('(>Rl) e 11 ort. despite the slioi icoming 
ot inadequate lileiacy outcomes in an ui ban 
coniexi. has been a majoi contributor lo 
dealing a climate tor literacy and basic 
education in die city which has piesentiv 
enieiged as die S Al I A.S liteiacy campaign 
and the PRA'I'IIAM pimiary education 
initiative loi Bombay 
We pieseiit in the lollowing pages 
lelevant liiulings ba.sed on out .studies (4 
the C'ORO liieijcy dnve in Bombay city 
and die lili laey campaigns in the towns 
uiul villagev ol selected distiicis of 
Mahaiuslitia and Uoa The held trips lor 
these sliulie.s extended between 19X9 to 
1994, o\ ei dll teft'iil penods ot time Tlie 
data foi il’ese districLs/stales have a high 


degree of validity andcomparabilily giver 
that they were collected using a broadly 
simitar methodological approach, under 
iigorous conditums of testing that were at 
the same time sensitive to the humane 
dimensions of the campaigns, with 
achievements being piesented according 
lo NLM iiornis Oui external evaluation 
.studies oi the campaigns have, wc believe, 
a higbci degicv ot authenticity than the 
lesults picseiued in the previous tables 
rcpoitc'd by internal monitoiing sy.siems 
conducted by the impicinenicrs of the 
campaigns The latter suiter from an 
induced compulsion to show rc.sults and 
have the limitation ot cumulation of data 
al a given point ol time, resulting in the 
tollatisingol v.iryingpruies.se.satdiltcrenl 
stages into an artilieial unitary lepie- 
scnlation 

(ioa. Bombay and Sindhinluig along the 
Konkaii coast, together with Wardl)a in 
the noilh-eastein Vidharha tegion of 
Mahaiashtra aic cleaily .'iivas ol high 
litei.iey i.iteaicoidingioihe 1991 Cen.sus 
ilie iitei aey rales i ange tiom 82 .S [>ei cent 
III Bombay to 71) 0 pci cent in W.'itdha 
Wiih ihe exception ol .Sindhudurg district 
- wtiieh, howevei. has a close conncitinn 
to the mban areas ot (loa through com- 
nuiting and seasonal migration - lying to 
ihe noilh ol (ioa. these legions ate also 
ones ol Lompuraiively grc.itc i uihanisation 
Bombay UK) pei cent, < loa 41 pen enl and 
Wafdha26 6peicenl rhcseindicaloisaie 
in conliast to those ol Ralii.igm distriel 
lying noilhot Simihiiduig and Latur and 
Nanded disiticis in the semi-and and 
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(III ' 7 i>iiucli>i.itc lit Adult I'Aiue.ituin. Ministry ol IIKIJ, Lileiacy .iiul I’lisl Utcracy' 
( anipaigns (Status as on March ! v>)(s) New l>lhi. Match Pl'i'i ! 
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comparaiivcly undoniovclopcd region of 
Marathawada I.ttoiacv rates range from 
62 7 per cent in Ratnagiri district to 48 2 
pcru'ntinNanded Thelatterdtstiictsalsn 
have a lower degree ol urbanisation with 
‘agrcatei concentration ot scheduled castes 
with low lileiacy rates, the exception as 
regards scheduled castes is Ratnagm 
distnet Data on the relative index of 
development loi these districts/states 
(Table 2^) indicate (hat Cia-aier Bombay 
(704). Goa (222), Wardha (9‘>) and 
Sindhudurg (68) while falling in the high 
literacv category conirast sharply with 
Nanded (5t). Ratnagin and Latui (both 
51) which aie inthemeiliumliterac) gioup 
The itidii-alorsol depiessed litetacy tales, 
generally lower degiees of uibaiiisation 
and development and higher ptoporiions 
ot scheduled castes aie relevant espcciallv 
when one finds as in the subsequent table, 
(hat these latter distiicts weie also (he 
better pelfoiming distiicts with respect to 
literacy outcomes in their respective 
campaigns Scctionsoi society traditionally 
depi Ived ol toi mal ediic alion w ithin these 
districts appeal ed to have i esponded better 
to the campaign apptoach than those in 
the loimei <listiic('< generally more 
urbanised and having in addiess the 
problem of lesidual illitcracv 
Litctacy cam|vaigns ate located in a 
historical context and arc built into 
cumempoiary situations The selected 
literacy campaigns in Maharashiia. while 
drawing inspiration Irom eailict social 
adonn movements es|iccially among the 
dahts and mote lecciit cflotts at mass 
literacv lac ked the int. nsive involvement 
of trade' unions peasant associations and 
voiuntaiy organisations with Ihiir cadre 
ol activists, as loi example in Kerala and 
West Bengal I he piditical economy ol 
Maharashtra is, at the same time, by and 
large dillciciit from the contexts laced by 
literacy campaigns in '<-cmi-leiidar legioiis 
ol the country. Itxe pails ol Madhya 
Pradesh, Andhia Pi.idesh, I'liai Piadcsh. 
RajasthaiiandBih.it.ihclow literacy stales 
ot the country I'ho midway position ot 
Mahuiashiia could thus piovide a useful 
index ot vvhal to exju'et horn liteiacy 
campaigns at the national level 
Table U indicates that ^8 2 pei cent ot 
the learnei'i m the selected districts of 
Maiiarashtt.i have sci ued 7()( n mote nurks, 
a high scoiing lange aiound the NI.M 
norms ol e\p<'> led outcomes In the high 
hreracy legions ol Boinbay (literacy rale 
82 *1 |H'rcent) (the ('(iRi) hiciacy diive), 
CKia 1 7‘i s pel cent). Sindliuduig (7.') 8 pci 
cent) and Waidha (70 0 pet cviiO. those 
attaining 70 or more ni.irks in the test wcie 
16 5 pt't cent. 20 2 pet ccnl )(v 8 per cent 
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and 51 4 per cent, respectively. This was 
in inverse proportion to the literacy rates. 
In contrast, in the medium literacy districts 
ol Lalur (55 6 per ceni), Ratnagin (62 7 
pci cent) and Nanded (48.2 per cent) the 
corresponding percentages were 54 per 
ccnl. 60 2 per cent and 61 8 per cent, 
respectively. Clearly the Icamersin regions 
of underdevelopmcnl and lower literacy 
rale have responded better to the literacy 
campaigns The mean performance of the 
total coverage ol CORO learners is an 
approximation based on estimations drawn 
Inim Icatner scores in surveys and rapid 
appraisals conducted at diKcrent times 
over the pciiod 1989 to 199.5. The bar 
diagram graphically depicts both the 
uneven learning of evaluated learners along 
scoring ranges (owaids the end of the 
literacy plia.se ot the campaign as well as 
the diflcrential icgional performance 
acv 'll ding to the abovc-mcniiuncd pattern 
A compiehcnsi ve picture of the regional 
profile of the impact of the literacy 


campaigns on literacy in Goa and (be 
selected districts of Maharashtra is pro¬ 
vided inTablc35, along various indicators. 
The data are provided according to the age 
groups that were taken up within each 
campaign. In the high literacy state ot Goa 
one nnd.sthat78 6percentot theidenttfled 
non-l iterates in the total age group of 15 
- 60 were enrolled The percentage of 
cniolmcnt was higher in the younger age 
gniup where both the demand for and the 
possibilities ot the functional u.ses of 
literacy were greater An estimated 17 2 
per cent of the enrolled achieved the status 
ot nco-literates according to the NLM 
noims Thecstimated 13.645nco-literatcs 
formed only 13.6 percent ot the identified 
non-litcralcs 

The total picture loi the selected 
Maharashtra distncts, at the bottom of 
Table .35, represents the combined pei- 
tormance of the relatively high literacy 
late districts of .Sindhudutg and Wardha, 
and the medium literacy districts ol 
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.SN SMIc/lIls 

Litciucy 

Proposed 

rnrolment Pailiiipation 

Per Cent 

Pei Ccnl 


71- Age 

No ol Nco 

III PLC 

III PLC 

Emolmcnl Partiiipalion 


1991 

Li (ei ales 

III ialkhs 

in laikhs 

Pniposed 

Pioposed 



in Lakhs 



Nco 

Nro 






ialerales 

Litcralcs 

III (2) 

(T) 

(4) 

(5) 

(6) 

(7) 

(H) 

High Lilvraiy Rate Stales (7(1 per rent-l') 





1 Kciala 

89 8 

12 22 

II (H) 

90 0 



2 PondiLheity 

74 7 

0 89 

0 74 

0 58 

83 1 

65 2 

Mean/1 Dial 

89 4 

nil 

11 74 

89 5 



Range 

15 1 

II (1 

10 26 

6 9 



Midiiim Literary Kate States (45-69 per cent) 




1 M.ihjiashtia 

64*1 

1845 

14 48 

6 91 

78 5 

(7 5 

4 llmiarhal Pradesh 

6t .S 

2 19 

I 44 

0 85 

65 8 

38 8 

5 1 aiml N.idu 

62 7 

(0 61 

?f.9| 

19 45 

87 9 

6( 5 

I) (iuiatal 

61 3 

10 36 

6 18 

5 37 

59 7 

51 8 

7 1 uii|.ih 

58 5 

3 67 

2 78 

■ 40 

75 7 

38 1 

S West llciii>al 

57 7 

44 94 

27 W) 

16 68 

61 4 

37 1 

9 lsatnjl.ika 

56 0 

29 0.5 

20 55 

10 06 

70 7 

(4 6 

III Maryana 

55 8 

0 70 

0 25 

0 24 

35 7 

(43 

11 Assam 

52 9 

1 20 





12 Oiis,a 

49 1 

15 80 

7 52 

( 22 

47 6 

20 4 

Mean/1 otal 

59 2 

156 97 

107 71 

64 18 

68 6 

40 9 

K.msc 

IS8 

44 24 

27 35 

18 60 

52 20 

43 16 

Low Literacy Kale States (0-44 per ernt) 





1V Madhya Prailcsh 

44 2 

10 34 

6 98 

1 93 

67 5 

187 

14 Andhri ('r.ulcsh 

44 1 

56 39 

40 75 

23 69 

7? ( 

42 0 

15 lltlai Piadcsh 

41 6 

7 6( 

5 79 

5 52 

75 9 

72..3 

I /i Kaiaslhan 

(8 6 

9 40 

6 II 

2 89 

65 0 

30 7 

17 Uih,ii 

38 5 

4(>l 

4 36 

(49 

94.6 

75 7 

Mc.in/Total 

41 5 

8X.37 

6(99 

37 52 

72 4 4 

42 5 

Range 

57 

51 78 

(6 39 

21 76 

29 58 

.57 (M 

India Mcan/1 otal 

52 2 

258 45 

18(44 

101 70 

71 0 

39 3 

Range 

51 3 

55 69 

40 50 

23 45 

58 86 

.55 33 


Viuct I I Ih- pricvnlagc f oi cDlunin'! 7 and S medium literacy slates are calculated without con-sidenng 
Ass,ini lor which data are not available as leganls cniolmeni and patticipaliun tn PLC' 

? For the percensige for column 7 India. Assam is not cunsidcicd and fat colunm 8 Assam and 
Keiala an' not considered for which data aie not available as reganlx cniolnieni and 
(•ailiLipation in FIX' 

S.iurie\ ColNIAE, .Statistical Database lor Lilciacy, Vol 2. New Delhi, 1991. ba.sed on census 

diVia 

Col 4 b Diiectoratc ot Adult Education, Ministry ol flRD, SUilus Report of Literacy and Post 
Liieiaiy Campaigns (.Status as on March 1996) New Delhi, March 1996 
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Ratnagiri, Latur and Nanded. A total of 
11.4 lakh non-iiterate'k were identified in 
the surveys and 8.4 lakhs (73 9 per cent) 
were enrolled. The peicentagc enrolment 
was higher in the younger age group ot 
15 to 35-45 years, as was to be expected. 
The even younger age group ot 9-14 had 
a low percentage of eniolmcnt due to their 
peculiar situation: too old lor formal 
education ami yef too young to be moti vaied 
to break away troin their gainful employ¬ 
ment to |om adult noii-tormal education 
Con.sidering the .success rates as the neo- 
litcraics (those achieving the NLM norms 
of 70 per cent marks on the whole in the 
prescribed test and 50 per cent in each ot 
the components oi reading, writing and 
numeracy) as a pcrccniage ot the samples 
evaluated and applying these success rates 
to the enrolled, one is able to roughly 
estimate th.it a total ol 4 6 lakh learners 
have achicveil the NI ,M norms of liteiaty 

These estimations based on highly 
extensive and divei sc s.imples suggest that 
the neo-liter.'ites according to the NL.V1 
norms tormi'd 55 per <. cut ot the cniolled 
and 40 pci cunt ot the ideiUilicd non- 
litetates These pen.cntages, together with 
the 74 per .ent ol the non-literates who 
were cnrolk'd. provide a useful index ot 
what might be a minimum cx|K'Ctation ot 
satistactoiy peilormaiice Imm the literacy 
campaigns, not only foi Maharashtra hut 
lor the country as a whole The total impac t 
ol the literacy campaigns in the .selected 
districts ot Maharashiia. discounting lor 
the neo-litciates through the primary 
education system and forthe real possthi lity 
of relapse, is estimated to have raised the 
literacy rate tor the age group seven and 
above in these districts taken as a whole 
tmm 59 4 per cent to 66 7 per cent, an 
incica.se ot scs cn peicentage points in |ust 
about two sears 

Some other charactcnsncs ot inter¬ 
ventions III regions ol lesidual illiteracy 
stand out In Cioa. lor example, while the 
primary loius ol the campaign was the 
younger age group ot 15-35 years, and in 
tact a highet percent.ige (91 5 per cent) 
of the non-liteiate in this age gioiip was 
cniolled as compaicd lo the same lot the 
older age group ol 36 (it) ycais (71 5 pci 
cemt. yet the lattci tornied a highei 
pioportioni 58 5 percentlol those cniolled 
This suggests that the problem ol i llitcraLy 
IS essentially residual among the oldei 
generation Icit oui tiom lesiritted 
schtKiling during the pre-indeiK'iidence 
penod till 1961 aiio priiiiaiily among 
women who termed 73 per cent ol the 
enrolled (Saldanha March 1994 8] The 
medium ol insiruction poses a mapir 
problem in a inulti-lingual. high urban 


context like Goa Of the total. 81.6 percent 
were instructed through Marathi, while 
only 8.1 per cent and 5 4 per cent were 
instructed in Konkani through the 
Devnagan and Roman senpts, respectively 
Another 4 9 per cent were taught in the 
languages ot migrants from the surround¬ 
ing .states This is in a state where approx i- 
matcly ')0 per cent were reported to be 
using Konkani as the mother tongue and 
the language ol the doine.stic sphere Apart 
Immtheculiuial alienation re.sulting lioni 
learning a script in what is not one's motliei 
longue, literacy interventions in rcgionsol 
high liteiai.y tend to lurlhci marginalise 
iiitciioi hliKks such as Sattari and I'ana- 
coiia which were both initially low m 
literacy and latei low in pertoimancc in 
the campaign [.Saldanha March 1994 311' 
Regions ol high lileracy do have the 
human and culiuial lesouices to address 
then illiteiai.) issues This is demonstrated 
b\ the intervention ot the CORO, a 
volunlaiy oiganisation in the city ot 


Bombay During the penod l989-93.about 
40 pci cent ol the learners were taught by 
instiuctuts who were school students 
resident in the same slum communities as 
the Icarneis and oltcn related to them 
[Saldanha I99.3b I2| In addition, in a 
highly coinniunily-ccntred and parti¬ 
cipatory manner, about 50 percent ot the 
leaineis were covered by literate adults 
tioin these lommunities and the re.st by 
either the litciacy activist youth or literate 
.idulis tioni outside the communities An 
.inalysis ol a suivey conducted in Apnl 
1991 provides a piotile ol the learners 
[Suldanlia I993h I6| I'hc v.ist majority 
ot them (.SO pei cent) were women. About 
76 pel cent were aged 26-45 years while 
the t.ugeted age group was 15-45 years. 
Most ol the learners were post-1970 nco- 
niigiants to the city lor marriage and/or 
employment escaping the drought that 
hit the countryside in the early r97()s 
and were first generation learners in 
tlieii tumilies ot origin llowcvei. an 
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•SN Districts 

tl) i2l 

Literacy 
7+ Ape 
1991 

(1) 

Target 

alter 

.Siiisey 

'41 

hlleclive Achieseiia-nl Pci Cent Per ('em 

1 iiioliiK'iit la'sci 111 l.ltei'live Achicvc-nicnl 
r luolnii III/ lA'vel III/ 

1 argcl I.-ugel 

(Xi (61 t7) (8) 

High l.iltiarv Kate Dtslricls (7U per cent *■) 





1 (iicalfi Uonihaj 

«2X 

836)9 

6792) 

371X1 

81 2 

44 4 

1 .Siiiilhudiiii: 

7XK 

X|Xf,9 

)X724 

30941 

(,9 3 

60 0 

) I’um 

71 0 

24(1707 

?4(.707 

246/07 

KKXt 

loot) 

4 Ain,ii.iv,ili 

700 

l(,4X76 

1X(,719 

t tl)<U6 

9X2 

8X 6 

X W'aidlia 

700 

3419) 

)2208 

)049() 

94 2 

89 2 

rnial/Mc,iii 

77 0 

X8IK,84 

X)928l 

4862 3X 

92 9 

8)7 

K.inpo 

12.X 

2I2SI4 

11(499 

216217 

30 7 

XX 6 

Medium lalcraey Rate Uistricb (4.X-b9 per (cnt 1 




(i Kjig.td 

(1.3 9 

1707X0 

1X7210 

92 1 



7 Kalii,ipin 

62 7 

203687 

20)1,87 

140(11 

100 0 

68 9 

K Sanjili 

62 6 

194)11 

194)1 ■ 

178687 

too 0 

920 

‘1 Ruldh,in,i 

61 7 

IX2IX,: 

1 X2(V,2 

1(810 



11) Aliundiue.ir 

61 0 

2XX17) 

2SX173 

1(8)0 



11 Yav.iliiiil 

X7 9 

l(XirX,8 

280974 

936 



12 Auraiip.ih.i>t 

S7 0 

)4t)i:4 

)3S2I4 

3)18,21 

98 6 

97 2 

1) .Sol.ipiii 

X6 4 

24382X 

24382X 

41462 

1(8)0 

17 0 

14 l.alui 

XXI, 

19)126 

167714 

1XS)49 

86 8 

804 

1X ()sinaii.>lMd 

X4 3 

1 IXIXI'l 

l(W734 

27373 

7X7 

189 

III Did 

49 8 

2X19X0 

2X19X0 

722)X 

1(8)0 

28'' 

|7 Nandi d 

4X2 

662(87 

S42X8I 

425944 

81 9 

64 3 

1S Parhliaiii 

47 S 

4263)9 

)885X8 

3(888)0 

91 1 

70 4 

19 laln .1 

46 2 

242.^,! 

242261 

2()8%0 

1000 

86 3 

Tol,ilAli,iii 

X6X 

)7«1172 

3S2X2X4 

IK8I042 

93 2 

49 7 

K.inet 

177 

X17487 

432847 

39X4X4 

24 ) 

97 2 

,M.iIi,imsIiIi.i 







|oi.irsiL.in 

64 9 

4)618X6 

4t)64S)X 

2367277 

93 2 

X4 ) 

K.iiil'c 

<6.1 

628294 

XI0373 

425‘M4 

.30 7 

83 0 

liidi.i li’Uil'Sli’an 

X2 2 

87X31270 

67470121 

.)73M)M4 

77 1 

42 7 

R,i. 

XI 3 

13027707 

l0f,0IX3t 

70229X0 

78 7 

86 X 


Noll <>nl\ iliK'.edisiriciswheit Icachinp Ivaining in ILC stalled on iirhuliire.SopIcniher 1 IWS 
, 1 '.'seli...tLd tor this uhte ic they would ha\c had .iticast sis iiumihs ol instiuction The 
jsMinipiion IS ihai it m. data is leporiuti (or a given distiii.i then this .onespoiids lo ihe 
K.dil> ol piogioss 

SoHiifs ( ol 1 NIA) . Slalislicat l)atah,isc loi I iiei.it.y Vol 2 New lyelhi, l‘)9t based on census 
data 

fol 4-(i Direcioiale ol Adull FaliicMlion, Minisiry ol HRf), Literacy and Host latciacy 
t aiupaigns tStalus ns on Match lU'lhi, New Delhi, March l*>V6 
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encouraging fact was that 98 per cent 
ufthe learners had no present family 
member ot the schoolgoing age who was 
non-litcrate and non-schimlgoiiig The 
CORO liteiacy drive had in cflccl con¬ 
centrated on the dalil nen-Buddhists 
(67 per cent) and the scheduled castes 
(16 percent) 

The Ga'aler Bombay l.itcnicy Campaign. 
Sakshamia Hakk Samiti (i o, Liteiacy Right 
Commillce. oAHAS) came as a tollow-up 
to CORO and other Incracs ellorts in the 
city Allcrundeigoing a picpaiatury phase 
It was lonnally launched on OctolK'r 2. 
1993 with mass leaching-lcatning 
beginningonlyinOctohei 1994 Surveying 
and tdentilying thedis|)eiscd iion-hteralcs 
in a mctiopolis was a majoi problem It 
IS estimated that about .s million poisons 
in llie city live in slums. (I (i million on 
the pavements and about a Ihousaiid 
persons migrate to the city daily | SAHAS 
1993 3] Alter several ittemplsalsuiveys 
a targeted I igure ol X.t.o V) learners in nine 
w'ards was idcntilied tor the initial phase 
.staitmg in earl) 1994 The 2) municipal 
wards ol the city have i population ol 9 9 
million persons ucioiding to piovisional 
1991 census tiguies and an estimated (> ^ 
lakh non- literates aged 1 ‘i-3S years. It w as 
estimated that about .t t lakh such pc'isons 
would be lesidmg in the nine waids The 
discrepancy ot the 199] Census esimialcs 
and the sui vcyed I iguies loi the nine wards 
indicale.s the piohlem ot identilymg non- 
litcratcs who ate willing to come lorward 
for learning Marathi and Hindi were the 
majot languagesolmsiIuction Inaddition. 
Icarncis were insirii> ted in live other 
languages About 6(lpc rcciit ol the learners 
were coscicd by secondary schiKil students 
and the rest by college/uni veisily students 
and volunt.iry groups co-ordinalcd and 
supervised by 135 lull time pt unary school 
teachers on deputation 

In a monitoiing rejiurt ol the M west 
ward which coninmed the second largc.sl 
concentration ol leanicis. a ma)oi iaclot 
contnbutmg to the relatively low success 
was lound to be the low motivation and 
irrcgulaiit) ol instruct)>is.even lowct than 
that of the leaineis (Velaskai 1996 301. 
While schools and highei giude schiml 
students were involved in a big way. 
resentment at the added burden on teuc hers, 
lack ol consistency m attendance and the 
bureaucratic approach ol olficials wen* 
seen as tui'lors contributing to low 
outcomes 

An important leaiiire ol the SAHAS 
campaign in the tunc waids ol Bombay 
was the mvolveiiieni ol the secondary 
education system and the schtMsI childicm 
usmsliuciois P unary school leaihetsalso 


participated as full-timers against great 
(xlds However, our observations suggest 
that a ma)or weakness was the general 
absence ol the participation ot slum com¬ 
munities III an organised manner Negli¬ 
gible attempts were made to secure com- 
iiiunily participation through the appoint¬ 
ment ot UK'at co-ordtnalors who later could 
serve as the activists ot the post-literacy 
phase. I c. nuclei aiound whom post-literacy 
could aiiatii sustainability as an educational 
and cultural movement. Ongoing cultural, 
cnviionmeni building programmes to 
sustain motivation for literacy were 
geneially neglected. The dichotomy 
between a litcnic y and a post-literacy phase, 
especially m an urban context whcie an 
‘instiumcnlal orientation' to literacy 
piedominaics. becomes highly urtiticial 
The tuiiciional. awareness and organis 
aiional aspects of post-litctacy need to be 
’iiitialcd light lioni the start so as to sastain 
motivation iorhicracy Voluntary organis¬ 
ations. a major resource in urban contexts, 
wore generally ignoted oi chose to keep 
aw.iy because ot then own priorities The 
general lack ol conimunity and voluntary 
oiganisational support icstillcd in a heavy 
burden being placed on the adult, primary 
and sec ondat y educ alional adimnisi t ation 
Momloiing the progiamme thus become 
laigely a process ol inlormation gathering 
and buieauciatic meetings to lake leviews 
ol pi ogress 

riiese problems do not seem to he 
lel lecied in the high litetacy outcomes that 
aierepotted Themiciiial monitonngduta 
ol the SAHAS campaign (SAHAS 
1996 111 suggest that about 53,401 learners 
toiming 63 K pei cent ot the identilicd 
poll litciatos III the nine wards have 
completed the tliiee primets and have 
become nco-literate These succe.ss rates 


range from 96.5 per cent in the F south 
ward to 30 per cent in the M east ward. 
About 17.7 per cent of the identified and 
enrolled had dropped out at various stages. 
Based on field visits, observations, 
attendance at meetings and discussions, 
one considers the reported achievement 
rateot 63.Spercentto be an overstatement, 
contradicting the general trend of poor 
perlorinancc in urban literacy campaigns. 
I’he learner achievement rates emerging 
fnim the literacy intervention of the Tata 
Institute of Social Sciences. Bombay, in 
a neighbouring slum pocket - Panjrapole 
- as part oi the SAHAS efforts in M east 
ward, appeal to be a more realistic 
rcl lection ot the problems of literacy 
intervention in an uiban. residually illiterate 
area By Apnl 1996. out ot 131 non- 
litciatc learners who initially attended 
iiislruction by about 80 students over a 
period of about a year and a half (1994- 
1996). 25 dropped out, 31 became literate 
to the level ot the NLM norms, an^i 75 
learners wcie at various intermediate levels 
The many piobleins faced by the pro- 
giammc could be reduced to (i) the prn- 
hiem ol lime ot both learners and student 
tnsiraciors/facultyco-ordin.'itors, reflecting 
levels of motivation and conflicting 
pnontics in a metropolis, (ii) the problem 
ol co-ordinalcd, consistent faculty 
involvement, lefiective ol constraints to 
msiitulional (a university) involvement in 
a co-curricular activity for the margip- 
aliscd/rcsidual within the relatively 
unstructured setting ot an urban slum, 
despite considerable community develop¬ 
mental activities ^ It iippears clear that a 
major constraining tactoi in urban areas 
IS that both the literate as well as the 
residually non-literatc adults have very 
little time for literacy, and for different 


Ivmi 14 Bvisihss (CORO Liii RMS Urivi) (kia cno Maiiarasiiira (.Sim iid Oisirkts) Lioracv 
Pi kfohmani i Ai oni. Si drini, RamiFS oi Samis i o 1>arnirs 

Scoring Koinhay Goa Maharashtra 

Ranges it'ORO Lit_ 


(I) 

Drive 

(2) 

(1) 

Simlhuduif. Waniha 
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reasons which will be discussed in greater 
detail in the following section. 

IX 

Conclusion 

This concluding section attempts to 
derive theoreUcal generalisations relevant 
to basic educational intervention in an 
unevenly developing society like India 

LobKArV AND ScXIAI. SPACI 

The "condensation of literacy in the 
present follows a spatial di.stribution that 
closely appioximatesthe uneven develop¬ 
ment within the aiuntry States and distnets 
dcmon.strate literacy latcs according to a 
paticm The literacy rates in the nine high 
literacy .states suggest a ‘saturation eficct' 
with the mean growth rate m the la.st 
decadal period being (he lowest lot all the 
three categones ot states and teaching a 
low of 6 7 per cent Foi example, the ui ban 
areas in the high lilciacy distnets of 
Maharashtra show the lea.st giowlh rates 
in literacy is hen (.oinpared to all categoi ics 
of disaggregated data in the state The 
deprived communities and the rural aicas 
in the high litciacy .slates have a higher 
giowth lale than the respective national 
means, suggesting a catching up on a 
haiklog liie reverse is true lor the low 
hteiacy state.s, regions of ‘mass illitciacy 
asdilfcrent Imiii the former legionsol the 
'residual illiteracy', with the added faitoi 
ot neglect of female literacy 

The high literacy distnets, generally 
islands of uibanisation and commciiial- 
isdtion, aie lo he found piedominantly in 
the high and medium literacy stales 
Literacy tiends suggest a spiead ot literacy 
over the medium litciacy stales, regions 
ot a iiansiiional illiteracy', most of which 
will have a residual illiteracy by the turn 
of the century, but a shaip polarisation 
with regions of mas^ illitciacy where 
gender,community clussandruralliKalion 
tend to retiilorce cacli other in a vonce 
ot deprivation 

Literacy interventions especially in low 
literacy districts would have to diieetly 
aildicssthe(|uestionol ihc.statusol women 
in the 163 low liienicy distnets ot the 
country gender dil Icrenccs in literacy rates 
in 1991 were not only the highe.st, but had 
increased over the decade The increase 
in literacy rate differentials is also seen for 
region and community 

In states like Mahancshiiu which heads 
the medium literacy slates, the tribal stands 
marginalised and depnved ot literacy 
within the developmental irajectoiy ot the 
Slate. The two sectors that show the least 
growth rates in litciacy within this stale 
arc the uibun and the tribal, ironically at 


the two extremes of a developmental con¬ 
tinuum where commerce, heavy indutrial- 
isation and urbanisation have a high 
premium. The stagnation in litcration 
within the urban areas reflects both the 
inability ot educational infrastructuie to 
absotb the neo-migrants from regions of 
deprivation, as well as the creation of such 
n’gions through the exploitation of human 
and natural resources of the periphery 
Tlirwidci significance of this polarisation 
is that It IS a clu.se reflection of the distri¬ 
bution of literacy in 5tatc.s/districts ot the 
country, with the added element of geiufei 
in.sensitivily 

The tiagic situation of the low litciacy 
states IS illustiaied by Uttar Pradcsli, a 
state with the lowest expectation of life 
at birth, the lea.st number of doctors pei 
lakh of population, one ot the lowc.st sex 
lalios in the country, and itonically close 
to the highest biith late. With a literacy 
ratein 1991 of4l 6 pci cent, the stale held 
about a tilth of the non-lileraies in the 
couniiy in the 'peripheral' north-easicrn 
states. Iiowever.the low indices ol develop¬ 
ment conlijsi sharply with iclalively high 
literacy tales which were largely the tcsult 
ol religious inilucncc The seven stales in 
this legion ol concentration ol scheduled 
iiihesandexploitattonol natural resources 
hy the ‘cenlriil' slalcs/distiicis, tall in (he 
category oi high or medium literacy rale 
with the exi eplion of Arunachal Pradesh 
All the seven stales in the low liteiacv 
calegoiy have 'relative indices ol develop¬ 
ment' that <iie below the national mean 
and all the stale's, except Rajasthan, have 
piopoitioiis ol then population I illmg 
below the poveity line that aie iiighei than 
the natioiiil aveiage It appears impossihle 
loc'onlioiu mass illiieiacy in low lileiacv 
slales/clistiK Is without majoroilei ventions 
on the SOI 10 economic lioni such us laid 
relotms. me oiiie generation ineasuies and 
inohilisaiions on issues ol caste and the 
status ol women 

Formal elementary education has been 
and will have to he .sttenglheiied lo he the 
mam conltilniioi to litciacy. However, it 
IS c'leui that iiniveisal etimlinent in basic 
lot mil educ el ion is tai f lom a reality even 
in high deiiMiy uibun areas The devclop- 
meiilul irajc'c loiy ot capital-intensive, and 
now globalised, industrialisation and 
lesiiicted-iiiaikei commercialisation in 
select mi'llopolitaii legions is stretched in 
ns capacity to piovide cicmenlary educa 
tion even w iiliin regions ol conccntiation 
of rcsoimes Tlicse centres ot lelative 
piospeiiiy diaw in flows ol humanily as 
iiiilieated bv the highest deeadal population 
giowlh laies. peiceiUagc of urbanisation 
and dcnsiiy But they also generate an 


II 


informal economic .sector at a rate that 
faster than then organised cmpioymenl 
generation capacities. The high iiteraej 
siate.s/district.s have the highest percentage 
oflraincd tcachei s. the gieatest in vestmeni 
in education and retention rates, and the 
best teacher student ratios BuLthenumbei 
of pnmary .schcMils perthousand population 
and cniolmciu rates as a proportion ol 
population and ol the relevant age group 
aic lower than the medium literacy .states. 

Fen cxainpic. C'haiidigaih and Delhi arc 
among the lowest in rankoidei with lespccl 
tothese indices asi ompaiedtoothcr .slates/ 
union tetiitorics 

Feinule literacy rule, urhunisation andi 
the lelati ve i nck'x ot de vetopinent arc majorj 
positive covaiiantsot the literacv lalc, andi 
highly statistic ally signitlcant This is true 
toi the then 4.S2 distnets ol the country 
and the 30disttic'ls(it Mahaiushtia whichi^t 
heads the medium literacy category ot'' 
stales The map ot disiribiilion ot literacy» 
and uihanisation-developinciii in Malta-', 
rashtia hioadly icptcsenis the dispanties, 
ami loiUiadiclions at the iialional level * 
Highck'nsity.uihuii, highly liteiale. centres; 
like (iieaic'i Bomtiay whose commercial- -’ 
ts.iiionandiiHlusiiialisalioiiresullsinhigh *! 
indices ol developiiieni atli.icis migianis 
III a pio|ionioii that then iiiliastiucliires ; i 
foi h.isi>. needs are unahte lo support At I 
the othet end of the contradiction lies an ’ | 
underdeveloped lural limteilaiid like the , 
Koiikan belt, witli medium levels ol ' 
lileiniy. whic 1)selvesasllieleiiaintorthe '' | 
evtMciioii of hiimun aerieiiliiiial and ^ ' 
nauiraliesoiiices I astlynneliiidsiegioiis - ' 
ol neglect like Mai alhw.ida and Vidhaiblia, . 
willi loncenliations ot depnved com- ' , 
iminiiies eontionled with seiiii-aridity. < i 
ilic'ughi. uiiclerciiiploymeiil and mass | j 
ilhleruey ' 

The maioi 


t 

concenitalioii of Maha- j | 


lashlia's indusliiai development is in the ; \ 
Bomhay-TIunc-Putie belt whu'h con ’ ’ 
tributes about 8K pet cent ol the slate's ' 
iiidiislnai value added It is iionical that 
a .stale with 1.200 completed large dams ' 
(more than 15 melies high) and another * 
4(M)uiulei exeeulioii - the biggest huildei , 
ol such dams in the woilil according to ^ 
(he International Commission ot Laige , 
Dams should sutler Iroin w.itei scan ity I 
ovet large tracts and should have among 
the lowest tales ol productivity of most 
ugncultural c rops per capita per unit ol 
land and per unit of walei m the country 
llX’varada 1994 1565-6h| I'he wc'sleni • 
Mahal.ishtra icgion accounted toi about ) 
half the number ol lacioiics and lac lory ; 
woikers. 1 1 xc'd capital employed and v ahie 
added In sharp contiast. the Maialhwada . 
region ucc'oiinic'd lor less ihan 10 pci cent ; 
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on these indicators [Crahhu and Sarkar 
1992’ 929|. This skewed scenario of 
1985-86has not changed in any significant 
nianiK;i AcccHditig to Sita (1995), the 
distribution o( urban population in Maha¬ 
rashtra IS largely a tunction of distance 
fnim the metropolis ol Bombay Aniund 
40-45 pel cent of the urban population of 
the state has over the years been central¬ 
ised in the sily and (he aiea lying within 


50 kms of It. Pune. Nashik, Kolhapur and 
Nagpur in addition to this region, ac¬ 
count for two-thirds ol the state’s urban 
population 

Even the cities and dtstnets of high 
urbanisation and development have 
exhausted their capacities to support their 
dense populations For example, as 
compared tootherdistiictsin Maharashtra. 
Bombay had tiR* highest numhcrol primary 


schools per 5 sq km (18.2) in 1992-93, but 
also the lowest ratio of primary schools 
(0 2) and enrolments in these schools 
(118.9) pel thousand population for the 
same year This a.ssumes added significance 
when one considers that in cities in most 
developed countnes the 0 to 19 age group 
constitutes less than 30 percent of the total 
population, whereas in developing 
countnes this proportion is over 40 per 
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cent [Desai 1994:56). With 5 million 
persons living in slumv, 0.6 million on the 
pavements and 0.1 million street children. 
It was estimated that about 0 4 million (20 
per cent) children in Itnmbay city in the 
age group 6-14 ycai> arc out of .school 
[l.dmbay and Chavan 1993] 

Similar is the health sccnaiio Bombay 
has the highesi numbei of hospital beds 
per lakh of population among the districts 
in the stale, yet the highest inlant mortality 
and cmde death iales lliese contradictions 
in relatively high liteiacy distncts/states 
in regions of compataiively high urbanis¬ 
ation within the lountiy, serves as an 
indicatoi to tuiuie inequitous patterns, 
given present developmental trends As 
Chandoke 11 ‘WI •2K6K i suggest - “The city 
IS not autonomous itispartol andaMlectivc 
ol the structures ol six leiy To decode the 
city isiodesode the si* w uler and midei lying 
social stnictuics The citv spatially and 
socially condenses thi contradictions of 
the social formation " 
llie 15 stales in lheu>untry falling within 
thecategors of medium literacy late have 
oniheaseiage 11 pei cenlot tlu'irdisiiicts 
with a high late of liti lacy. 77 6 pci cent 
with a medium and 11 4 per cent of the 
distiicis with low literacy lates Ol the 
distiicls in the counirt 46 5 pc‘i cent tall 
m this categoi y ol stale s The mean gri'Wlh 
rale in literacy during the I9KI-91 period 
among the states falling in the medium 
literacy categoiy was the highest as 
compaied to the high .ind the low literacy 
slates This appears to >uppoii the position 
ol Anderson and Bowman (1963» and 
Anderson {196.*^) that about 40 per cent 
of adult literacy ot piimary enrolment is 
a lliieshold ol takc-oll till a hteiacy late 
of about 70-80 pei cent is icached How¬ 
ever. one dillcrs Irom Andeison and 
Bowman by viewing literacy as one ot the 
covanabics m a process ofsociat develop¬ 
ment and not as an independent factor 
Amove and Graft (19K7) uphold a non¬ 
linear understanding ot the relationship 
between literacy and development The 
pre-1850 literacy et ton s i n Gemiany dating 
from the 16lh century, literacy movements 
in .Scotland (1.560-180.3) and in much of 
the dcwcloped west, the Soviet campaigns 
11861 -1939) moving into the 2()lh century 
and the more iccent miiiutive.s inTan/ania 
and iSicaragua suggest that. "Regaidicss 
of date, duration, oi developmental level, 
approximately 85 per cent adult literacy 
IS achieved Ncveilhelc.ss, an irreducible 
minimum remains ol .n least 10 to 20 pei 
cent This is a point to ponder" ) Amove 
and Giaff 1987.211 One would call this 
level the /one ol residual illiteracy And 
m a late developing vn lety like India, one 


would suggest that this level could even 
be lower, say at 70 per cent literacy 
Most of the states with medium hteiacy 
stand poused lor entry into the high literacy 
category ol states which currently has 90 
per cent ol its districts with high literacy 
rate and the test with medium. Howevci. 
one must reniemher that the total districts 
(30) falling in the high literacy category 
of slates, nine in number, formed only 6 6 
per cent ol the 452 di.stricts m the country 
m 1991 Mostolihcmhavedistmctchaiac- 
leiistics Keiala has had a long history ol 
.social leloim. peasant otganisaiion and 
conceiiededucalionulintervention All 14 
ot Its districts have high literacy Mi/oiam 
with three ilistncts has had a past ol 
educational telotm inspiied by leligious 
oiganisalion Goa and Daman Dui with 
two disiiicn Mch and Pondicheiry with 
foui have had .i olonial history of the 
Portuguese and the i'lcnch. distinct liom 
the Bniish mainstream The two districts 
ol Andaman and Nicohut are islands in 
the Bay ol Bengal What icmains .iie the 
singledisitici Iities ol Lakshadweep, also 
an island, ('li.ttidigarh and Delhi While 
27 high hlciaiy disiiicts aic found m the 
high literals slatcs/unioii tcriitories, the 
icsi ol the .52 such districts are scattered 
acioss the couiiiiy within medium literacy 
states whuh have 23 and the low htetacy 
ones which h.ivc only two such districts 
The eight low hteiacy states constitute 
a shaip contiasting pole of national level 
disparities I'he 212 districts lalhng in 
these st.itesiesc lulling lanimuand K.ishinir 
wheielhe l‘)91 Census was not conducted) 
loini 46 9 per cent ol the disliicts ol the 
couiitiv Ol these distiicis 6.5 6 |k*i cent 
h.ise low tales ot literacy and the lemaiiiing 
meiliuni liiei.iiv rates.except lot iwoliigh 
htei.iis ones Tlieio are m .ill 163 (36 I 
per cent I low hteiacy distiicts m the 
c'ountiy .'<5 t pci lenl ol them are in the 
low hleiais states and the test m the 
medium hteiacy ones ('leaily the loimcr 
distiicts/siates. tiapped in semi-leudal 
social and agnciillural relations foiin the 
peripheial hinterland ol the nation 
Based on an analy sis ot physical quality 
of hie indices (I*()lIi foi major states. 
Karkiill 19‘) 1 451 )comcslotlicconcliision 
th.il onlv Keiala in 1981 was above the 
desiied leiel oi 77 suggested lor the year 
2(HX) l.y the Club ol Rome Mahaiaslura. 
Kainalaka and Punjab lollowed m that 
oidet will) indices a little above 6(1 Stales 
with indues lowei than the national 49 m 
descending older were Bihar. Assam 
Oiissa Raiasihan Madhya Piadesh and 
Ihtai Piadesh The PQII was calculated 
consiilciing inlani moitalilv lale. life 
CApi'it.incs at ageone and htei.icy lor the 
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population aged 15 and above The EPW 
Research Foundation (1994* 1.3(X)). on the 
basisol ananalysisof inlcr-stalcdispantics 
within three groups ot factors influencing 
SI leial development - demography, literacy 
and education, and economic indicators - 
concludes that, “bioadly. the inlcr-state 
compaiisons suggest that any .stand-alone 
[H'lformance in tespex't ot any one of the 
above three aspects doe.s not appear 
sustainable” Impioved demographic 
peitoiinance icqunes beiiei educational 
allainmenis liducational and demographic 
achievement might be a neccssaiy, but not 
a sullic'ient condition lor economic 
.idvancement Neithei does substantial 
economic development ensuie better social 
indicaioi s w iihin the jnedommant ly urban 
oiienlalion ot India's development I he 
foregoing broadly coirespi'nds with the 
aiticulation ol lileracy/eduialion with 
demogiaphic health and .siKio-economic 
indicatois in the country, within a context 
ol sliucluicd uneven ilevelopment 
The pi obable sc enai lo by the year 2(K) I, 
with changes m the pultein ol the density 
ol hteiacy is ih.ii two-thirds ol the slates 
I n 1 he c ount rv w oil III I a 11 w It hill t he c ategory 
ol higb literal y with some degicc ol 
residual illiteiacy They would stand 
shaiply polatiseil with the states chaiac- 
terised by huge population si/e and mass 
illiteracy and whose intcinal hteiacy rales 
would show sharp getiilei. legional and 
communal dispaiilies 

I-IIIRVC V VS|> .S(M lO-fl MI'OK.vmV 

The analysts suggests ih.ii the pieseni 
p.iltcineddistnhulionol hteiacy mconiexis 
ol uneven development ollets a snapshot 
ol a hisloiical process Tune ihisioty I. as 
It weie, gets iiystalliseil and documented 
in today's spatial disti ibution (geogiaphy; 
ot hteiacy 'riiecontextuahsationol literacy 
according lo geiidei. extent of ui banisatior 
and cone cntration ot depn v ed coiiiinunitiei 
IS an cxpicssion of the political economy 
ol development inditicient a'gtons Basec 
on data I elating to the early 1960s L.im 
.S Rudolph (I9(i9) ideniilied a coastu 
'rimland' and a cential heaithiiid' in tin 
regii inal pat ici n ol cdui at lonal di si i ibuiioi 
ovei Inih.m si.ites. lesulling tioin ihe I9tl 
.ind2()lhcen(uty imp.ulot Hiilishiuleanc 
F.nglisheducation on a v.iilegated gioiiiic 
situation .Vatioiial iieiiiis were found ic 
inicrsect with stale speciticitii stopiovide 
an uneven distiibution ol education 
Togethei with the allocation ol gei>- 
giaphii al space for lunelional andadmini- 
sti.itive ends, the segnienlalion <>1 six leiy 
a'ong I asie lines and t he sc ,ii c ily ol w i itlen 
lexis ciealedmaioi disioi I ions in Ihe social 
distribution ol literacy and in the jiiixess 



ot institutiiin huildin" Junng (he piv 
British period ISahervvai 

Since literacy positr.cly cot relates with 
utbanisalion in a highly signiiicant mannci 
within pres(*nt developmental trajectories 
and since cities are at one end ol this 
continuum, a compaialive analysis ot the 
pattern ol city literacy is relevant to one's 
exercise Knshan and Shyam (1974 8(X» 
have undertaken such a study on the basis 
of 1971 census data. They tind that the 
literacy i ales ol cities are related primarily 
to their location, lunclion. communitv 
compostlion and their si/e Cities located 
in the stHith tend to have higher liteiacy 
rates than in the north Cities toiin islands 
of literatioii within a legional hinterland 
with relations ol mutual inlluence Thus 
cilicsinthehighei liteiacy states ol Keiala. 
Tamil Nadu, western Mahaiashlia and the 
Calcuttacoiiuihationh ive relatively higher 
literacy levels 

So also cities located in agio industrial 
lielts such as the Ganges ilelta ol West 
Bengal.thel^ln|4lh I iai vaiiaplains.Ciuiaiat 
and the Bombay Nagpur ciais. hi contrast 
with those sitii.iti>d in leeioiisol subsistence 
ugiiculUii'e and. one \ oiiUl add ot se:ii'. 
leudal telaiions in agimilture .Secondly, 
cities with .1 sttoiig iriiliistnal base, state 
eapitalsandthosi'tli.it serve adininisti.itivc 
and educational lunctiuns with lequiie- 
ments III ti.iiiied and skilled lahoiit base 
highei lite.iacy iales ili.ui those whose mum 
base IS household iiidiiMnes. ivnei al lahoui 
and agriculluie bm vaiious soi:(. 
economic .ind liisiotual leasoiis. cities 
with a high petienlagc ot Muslims and 
scheduled castes lia\e lowei lileiai v tales 
as coinpaied to those with laigei popiila 
tions ol Chiisiiaiis finalls. I.irgei cities 
genctally displ.iy lio-hei" literal y than 
smallei ones hc'iause oi ihe liinclioiis 
played h> the loimei which draw in .i 
higher propoition of lilciate migrants 
Pemales i onstituie the single major group 
ot non-litei.iles in cilii s I'he lact that the 
proportion ol lileiale male nitgianis to 
lilies IS nuicli largei than that the leniale 
conttihutes to this phenoiiienon 

.^n anaIvsiN ol the 1991 Census pro 
visional data I heini l‘ti)| 49 64 (suggests 
that Ihe initiopohtan v.ilius. each with a 
population ot a million oi more, account 
ioi ahoiii 71) million peisons toiming X 4 
jX'r cent ol the toial population I hese 2 < 
ineliopohlan cities in. hide ahoiii SI pi."- 
cenl ol Ihe loial population ol Ihe .’96 
class I elites I e. IlK uihan sclllcmenls 
with .1 popiil.ition ot a lakh ot moic as 
dillt’ienl tioin towns c.ilh.. conceiitiatiop 
ol less than a lakh peisons In 19X1, ihe 
42 million persrms m only 12 siuh 
meliopohi loimcd 6 pet cent ol the 


total population of 216 cla.ss i ciliett The 
total number of urban .settlements had 
n.senfrom4.()l9in 1981 to4,680in 1991 
Premi coiicluclc.s tnrm the luregoing data 
(hat there ha.s been an increasing con¬ 
centration ol population in larger settle¬ 
ments as wcH as some dispersal ol 
urbani sation According to P and L Visaria 
(1994 3287), migration accounted ioronly 
22 per cent ot urban increase during the 
I9X0 n, whereas 61 pci cent could he 
attributable to natural incrca.se and the rest 
to io-classilica(ion 'I'he United Nations 
visualises an accclaratiun of urbanisation 
duimg the i99(K, .so that the cnuniiy's 
urban population isestimalcdtulorm 28 6 
per cent by 2(KX) AI) 

Al cot ding lo the highth Plan, the urban 
secioi aciounled toi only 27 pet cent ol 
the country s gioss domestic piixiuci By 
1980 XI, Its conti ihution had met cased lo 
47 pel cent .ind it was estimated lo reach 
about 61) pet cent by the year 2()IX) (c ited 
IP Shaw 1996 224) Them ban population 
mcicused by 6tX) |vi cent between 1901 
and 19X1, while the numberoi settlements 
grew by only 80 per cent This suggests 
th..i Cl l•J.es!>l>a .lad giowth was primuiily 
within existing towns Assuming that the 
national population would stabilise at 
about l,2.‘)0 million by 2(X)I. it is estima¬ 
ted (h.i( even it the rural aieas would hold 
7(X)-7S0 million people, the uiban .iieas 
would have to sustain the remaining 
5')0-S.S0 million peisons (Mohan 1992 
!913 ( I’his wouhl pose a severe siiain on 
'.lie social MS lot intMsiiiictiiie and on 
-.tiucalion. in p,irtiiuLr 
Hisioiica'ly tlicic has been a stiung 
lelalion betwcin coiiimeicialisation. 
cKiimiunic atioi, and the need loi symbolic 
systems (iawthiop (1987 33-34) points 
out that in I4ili and l‘)th ecntuiy Gciman 
cities, piosperous atlisans and merchants 
initiated voinaculai, secular, piivate 
sc hiNils which (aught utilitarian skills such 
as leading and aiiihnietic These secular 
schools later liud a contentious relationship 
with Ihe publicly sponsoied piiinaiy 
scluHds cmeiging iiom the 16th century 
icligiotis letoi Illation Huily mdusu.d 
isaiion in the west, especially m Imglund. 
had litile to du with popular literacy it m 
I ait diew jieople awav lioin literacy and 
schoolmgmiheshortiunlGiuli 1987 76( 
C'uminetcialis.i(ion more than industiial- 
isation has liisioiically been a process that 
has lostered litei alion apart I loinconceited 
m'eiveniions ot a hegemonic ehaiactei 
mspiied by religion oi political ideology 
1.1 Ihe k w s...!cties!hat ai ii:evvdumve(si>l 
adult litei.icy Heloie the '9lh ceulu.y, 
'I'ligiop was the chiet motivating lorcc 
(iratt draws atli'iinoii ui what he calls the 


tnnityofliteracy'8priinaiyuses(1986:74): 
tor the ideological u.ses of state and 
administration fa predominant charac- 
tcnslic of most 20th century campaigns); 
tor reasons of theology and laith (a 
dominant feature of 19th centuty and earlier 
cflorts), and in the interests of trade and 
eommeice (a factor which while found in 
earlier literacy evolution, marks 20th 
century and contemporary eifotls) He 
writes. ‘Thu.s. the connections and dis¬ 
connections between literacy and com¬ 
mercial development - a favourable 
icldtiimship - and literacy and industrial 
development - often an unfavourable 
linkage, at least in the short run ol decades 
and hail-centuries - olfei important case 
studies and analogues for analysis" (1986 
78) Drawing on a survey ol literacy in 
western societies covering live millennia 
tiom Ihc invention ot writing, he suggests 
that there is no simple linear relationship 
OI model III sation model in tlie micriuce 
between liteiacy and development 
Increasing conimeicialisalion, with or 
without industrialisation, lesuhs in uiban- 
isation and acuiiceiitiatioiiol population 
In lontempoiary siiu.itions, uihanisation 
fosiets ihegiowthol a piolessional middle 
class within the set vice sector ('ommeii e 
Isftwi'i'n individuals demands impiovcd 
systems ol communication and one ol the 
sy mbohi al expressions ol i ommunication 
IS literacy riie ciincncy m uibaii areas, 
upuil fiom money, is literacy l-inaiuc 
serves as an iconol llieni<irkctaiul lilciacy. 
a symbol ol communiculio:i ('omnieicc 
between individuals cncouiagcs human 
coiicouisc, transpoit and the doctinieiil- 
alion ol Irapsaclions .SiKial relations got 
incicasmgly governed by (he How ol 
intormation and the d(x:umentation ol 
lontr.icis ITiis calls toi scripted symbols 
whethei iransmitied by hand, the ptiiUcd 
woid.lhcclccttonic media oi the computer 
The cumulalive result ot these* processes, 
in the absence ol a conccttcil specilic 
intervention like a campaign, has been a 
natural increase in literacy The map ol 
density oi literacy then cl lectivcly becomes 
the metiopolitan regions, centres of com¬ 
merce and I niluslnuli sation. and the disk ict 
towns, sub-centres ol political admini 
stratum and foci ot economic and political 
surplus extraction I mm their hintciland 
I Indcrdcvciopcd regions ot the country, 
women and depri ved communities attempt 
lo make a late entty tnto and struggle to 
I opi.' with (h-.* dominant discourse of com- 
mei'-e and communication. The marginal- 
ised. non literate, lute migrants lo uihan 
aicas lend to he predominantly women 
and the aged who had mi.ssed formal 
edueuiion dunng their early vears 
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Ouranalysisof literacy datain the country 
suggests that the normal evolutionary 
process of literation over time follows, in 
additimi, a highly patnarchal and di.s- 
criminatory logic It is generally when a 
certain saturation in the literacy levels of 
the urban aieas and among male and non- 
SC, ST populations IS reacted in the middle 
and high literacy states and districts that 
the literacy growth rates of and the 
disparities with the opposite catcgoncs 
pick up and get reduced, respectively 
Households in poverty groups have few 
alternatives other than reacting to and 
introjecling this di.scriminatory rationale 
in their allocation ol educational roles 
among their household membets in a 
context ot economic constraint 
Even a su|)erticial coinpanson with some 
other countries oi the /Vsian region which 
have followed a ditfen'nt path to social 
development suggests that the country has 
a long way to go betoie it can provide a 
basic enabling skill ti> all According to 
the UNDP. Human IX'sclopincnt Rciiort. 
1991, India s adult litei aey rate tor poisons 
aged IS and above at 48.2 per cent loi 
1990 compared htghl> unlavourahl) uitli 
.South Korea’s 9(> .1 pi*r leiil. lliailand's 
9^ per cent. Indonesia s 81 6 per cent. 
Malaysia’s 78 4 percent and China’s 73 3 
per cent \EPW Keseaich Foundation 
1994 12271 As Drc/e and Loh point out. 
China's ads ance in the po.sl-retorm period 
was built on the foundations ot achieve¬ 
ments in basic education, land retonn. in 
the sphere of endemic hunger and morbi¬ 
dity. social seciinly, lural inirastrucluie 
and a sy.stciii ot local governance, all sci 
in place dining the pre-rcloiins phase 
Through an analysisnl <.ompurati vc litoiacy 
in India and China they argue that "wide¬ 
spread illitciacy in India is now one ot the 
most lundumcniat causes ol persistent 
social incqualiiy” (1995 2876. 2875) 
According to Limage (1993; 27) ol the 
UNESCO, adult illiteracy rales in the 
developing countries in 1990, were the 
highest in south Asia (53 8 per cent), 
tollowed by Sub-Saharan Africa (52 7 per 
cent), the Arab states i4K 7 percent), cast 
Asia (24 per cent), and Latin America and 
lhcCarnbean( ]5.2pci cent). Tins ranking 
IS expected to remain the same by the year 
2(X)0, with passible decreases in individual 
rates Based on provisional census data 
and the increase in crude literacy rale 
between I9g|.9l, the census commis¬ 
sioner of India roughly estimated that it 
would take 5.6 decades from 1991 tor the 
country to reach full literacy in the normal 
course [Nanda l991.281.That would mean 
afuilhundredyeaisalterthccountry gained 
independence. 


iNTl-RVhNItONS LntiRACY 

Majol bleaks in the natural hi.slorical 
evolution ol literacy - governed pnmaiily 
by pi incipicsol urbanisation, commercial 
isation and patnarchy- and itsdistrihution 
at a given point ot time have been ideo¬ 
logically inspiied interventions, whether 
they he socio-political or religious. An 
cxamplcof the lormcr intheindiancontext 
IS the state ol Kerala and of the latter. 
Mi/orani The relatively small sex dis- 
panties in literacy in Bengal and Punjab 
mayaksoheaUnbiiied largely tothe Brahiiui 
Sanu) and the Arya Sainaj movements in 
the 19th century (Raju 1988] Similatly, 
.sihpdulnl caste movements among the 
waddars in Kainataka and the dahts in 
Muhai ashtiacontrihutcd to raising literacy 
levels among these deprived sections in 
general and women in particular 

The hiciacy campaigns in the country, 
initialed in 1989 undet the overall co- 
oidinationol (he Naltonul 1-ilerjcy Mission 
(NLM) eonsiiiuted in 1988. have been a 
ma)or atlempi to address the issue ol 
illileracy in the country. As on Match 
1996 IDiiei toiule ol Adiili hciuLation 
1996), the campaigns have been exlciulecl 
to cover 394 districts (hilly oi partly) out 
ol s2l distiuts in the country Ol these 
disiiiLls. 33 an- tribal This implies a total 
covciage ol 100 16 million peisons 
identilied in the surveys that tai. out ol 
an estmiuted 110 millinn non-litcratc in 
the country in the age gioup 15-35 years 
based on the 1991 census The lorinei 
figtiic ol KM) 16 million idcntilicd in the 
SHI veys inc hides persons slightly over and 
below the main age gioup Ol those, 73 17 
million 1 73 per cent) are reported to he 
eniolled and 37 31 million (37 per cent) 
to have coinjilcted the three primers undet 
the hlei acy c ampaigiis It is estimated that 
62 percent ol the learners arc lemale The 
SCs and .STs constitute 22 per cent and 
12 per cent ot the covciage. u spectivcij, 
which IS highet than ihcir propoitionale 
share in the total population Including the 
18.79 million pcr.son.s who arc reported to 
have been made litctatc undci related 
piogramines the ligurc ol achievement 
till March 1990 was 56. lOmilhon persons 
Thus tai. 163 out ol the 394 di.stncis have 
been sanclioncd post-literacy projects 

By 1998, the total distnctscovered under 
various phases of the literacy campaign 
programme are repotted by government 
sources to be 447 Ol these, 215 were 
under the literacy campaign phase, 173 
were engaged in pcsst-litcracy and 59 in 
the countmuing education phase. 

A inajoi iiony in this rapid expansion 
ha.s been that from 1993 to IW6 the literacy 


campaigns had been extended to regions 
where the need was the greatest, hut akso 
where the capabilities in tenns of human 
and institutional resources were the Iea.st 
ptepared to both implement the campaigas 
in the appropriate style ot ma.ss parti¬ 
cipation and to fruitiully utilise the tund.s 
that were pumped in Consequently, these 
campaigns among a lew others came to 
be finance-dnven Out ol the then 199 
distncts oi ttefour slatesnt Bihar. Madhya 
Piadcsh. Rajasthan and Uttar Pradesh 
where about 50 pi'i cent ot the non literates 
111 the country reside. 160 distncts were 
undci the literacy campaigns and .30under 
the post-liteiaiy phase rhe.se tour .states 
have 06 oui the 73 di.siricts in the country 
whcio the teinule lileiacy rate is less than 
20 pei lenl All the low lemale lilciacy 
districts in these states have been covered, 
exeepi 10 Howevei, the progress ol the 
campaign iii this holt is iai Imm sates- 
tucioiy 'I he prcparaloiy mobilisationai 
phase ptior to the te.ichmg-lcatning one, 
came to bo neglected The perlorniancc ol 
the literacy campaigns to date have drawn 
attention lo the need lor contevtuahsmg 
ihi‘ appioach so as to be iclevani to the 
ground iqalities ol uneven development 
within a vast country Two hioad region.s 
that call lot these adiustments the most are 
the legions ol low literacy (below 45 pei 
cent hlenicy rate) and ironically also the 
urban districts ol high litciacy wiili a 
residual iion-lilerale populaiion (above 70 
per eenl literacy talc) 

In a context where Ihcie ate no dramatic’ 
changes in (he political economy ol the 
coiintiy low'atds mote equitous structures 
ol opportunity that would make literacy 
entitlements ttanslalahle into deiiuicratic 
and economic ones, and thus provide a 
motivation and meaning lo literacy, the 
campaigns in the early years had adopU'd 
two major strategics primarily at the 
miliativeol the voluntary sector (0create 
a cultural movement (or literacy in a 
localised aiea through environment 
building progiamnu's (hat iticorporaic folk 
cullun.'.cspccially inthe prcpaiatory pha.sr, 
and (It) cieate a democratic decentiahscd 
.structure lot iinplenicntaiion that diaws 
together three major social resources -- 
governmcnt/local sell-govemmcnt, the 
academic community oi tracheis and 
.sludentsal vanous levels, and the voluntary 
organised/unorganised sector Both these 
stralegie» were neglected in the race tor 
expansion The sustainability ol the 
campaign pioccss andot the literacy gains 
over the post-literacy phase, a pioblem 
that had not found an adequate solution 
Ironi the beginning in the late I98()s. has 
thus piescnily ht'coinc a major issue 
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B4k IJiAfiRAM Comparative Pcrporkmnce or Sample Lcarners: Maharashtra 
(SE miTD Disnum) and Goa 



Bomituy Gou Sindhudueg Wardhj Latuc Kutnagin Nanded Maharashtra 
(C'ORO Storing Ranges (Selected 

Estimated) ■■ 0-49 9 BBS SO S9 9 [H] 60-69 9 distorts) 

^ 70-79 9 'cn «0-H)0 


The turegning is not to deny some 
importantgoinsof thet ainpaign approach, 
in addition to literacy outcomes, and 
especially during the early years ol the 
approach About 70pei ccntol the learners 
and 40 per cent ol the instructors have 
been ivtimcn/girl chilJien Women have 
geneially discovered .in articulatiini and. 
in some insUnccs, powet tul organisational 
lorms lor sell -expression ^’Thc cjiiipaigns 
have been able to toui h the homes ol the 
deprived communities. cj.s(es and clas-ses 
inamaior way.assecn tnmi Iheconununiiy 
churacteristiLS of enrolment There has 
been a general demand tor primary educa¬ 
tion. wbicli may be seen as the most im¬ 
portant developmental gam of the cam¬ 
paigns Several sol lal attis ists Iiuvcl niei- 
ged thanks to the mass mohilisatlonal style 
and the volunturisin that was expeited ^ 
Internal nioniloi iiig data ofilistriLis lliai 
have Loiuploled at least six months ol 
instruction by Mai l h I ‘>‘)fi, despite se veral 
limitations as legaidstlieii validity, suggest 
some impoitant Lonclusions I hese data 
arc mote lenecuve ol the lealily ot cam¬ 
paign piocess than ih, above mentioned 
data tioiii (he same soiiiee which considei 
all saiu'iioneddisii let c.impaigns. inespec - 
live ol (hell sl.ipe ol process About 77 
pel ecni ol laigeted non-lileiaies geneially 
gel enrolled in the campaigns Apiiioxi- 
malely S.S pei cent ol Ihe enioiled .iie able 
to achieve Ihe complelmn ol ihe three 
prevciihed primers, thus providing an 
achievemeni late ol about 4^ pei ccnl ol 
the initially idenlilied 'Flu* data suggest 
that the medium lit.iacy staios/unioii 
teitilories l.iie hettei (liuii the high liteiaey 
one.s. thus underlining the impoilaiue ol 
our ma|or hypothesis The stales ehaiae- 
tCMsed hy low liuracy and undei- 
developmeiit tare Ihc woist it is cleat lhai 
the campaign appioac h as presently in 
operation lequiies iii.iioi moditicalions 
when contionicd with legions wheie 
gendei. comnuiniiy'c.isie and class 
relalions leintoice each othci A mj|oi 
issue t aised by the d.U.i tclaling to the |)ost- 
liiciacy ph.ise is thal ol sustamahihiy ot 
lileiacy gams ovei lime The mean paili- 
cipation tales within ihc post-liteiacy 
eenties seen as a |x*iecniage ol the pioposcxl 
neo-litei.ilcs (a tiguio dial is already lowci 
th<in Ihe number re|torleil to havecomplelcd 
the ihiee piimers) is only about 42 piT 
cent The I oi egomg dul.i h.ive Ihe li miialioii 
lh.u they represent cainpaigiis in varying 
degrees ol process and aie not lepieseiii- 
alive ol the achicvemsiils ol a eonsisteiil 
cohort Ihe data thus slighll) oveieslimate 
a ptohlc'in which is voiy teal 
Our own data based. m eviemal evalua- 
lionsol live liteiacy c.unpaigns in Maha- 


lashtra. a lilciacy drive led by a voluntary 
organisation in the capital city ot that state 
and iiKorpoiating data on ihe iileracy 
campaign tn the neighixiuring state ot 
Cilia, aa* mine conclusive The data suggest 
that the medium literacy distticls oi 
Mahaiashtra achieve a higher mean 
outcome ot learners made literate aeeorclmg 
to Ihe NI.M noims than the high litet.uy 
stale ot Goa and also highci than the high 
Iileracy ciisiiiLtsol Maharashtra Learners 
111 the medium literacy districts appeal to 
have lespondcd heller to the campaign 
ilun (hose III regions of residual illiteracy 
On the whole in the selected distiicts ol 
Mah.irashlra. one linds that 74 pci cent 
ol (he iclentiliediion-h'eratesgetcniollc'd. 
and v5 pel cent ol Iho enrolled achieve 
Ihe NLM nonns ol liietacy outcome, i e, 
40 |H'i cent ol the ideiuiiied non-hti‘iaics 
As will ho .seen, these percentages come 
close to the general nalional trend 
The leasons lot this above menhonc'cl 
phenomenon - lower literacy campaign 
Miccevs m high hlctacy rate districts - .ire 
sc'vetal^ Theie aie ohiectivc coiitextuui 
and suhiectnc motiv.itioiial and otganis- 
ationnl convtramis tocontionting the last 
leninaiits ol illiU'racy in icgions ol high 
literacy rate which ate geneially aieas ot 
high iirh.ims.Uit)n The contiguity ol con¬ 
trasts IS :i ma|or charucteiislie ol Indian 
c Ides, accompanied hy the dispersal ni the 
marginalised in isol.ited |H)ckcts l.itetacy 
campaigns have to ailciicss tlicmsci' es lo 
the problem of residual illiteracy pnm.ii ilv 
among women, in oldei age gioups, in 
peripheial itiial areas ot among slum- and 
pavement dwelleiswoikinginiheinloimul 
sector, .me) new tmgianis to cities The 
non-litei.i(c m such regions loim a 
maiginahsedminoi ily ll hc'cmnesclitlicuU 
lo h.ise a muss campaign on n minonly 
non-liieraic secdon The modvation ol 
both leameis and insinictors/orguniscTs in 
such siiuadons is generully low The 


scatlcrcd non-lileratcs in households that 
.imgecvgraphicallydisperscdwithinhctero- 
geneous cultural and linguistic situations 
are able to meet then literacy requirements 
ihiough their liieralc nicmhers or ncigh- 
hcHiis Illiteracy especially m uih.iniscd 
contexts, predominates among new 
migrants who arc struggling to lind a tooi- 
liohi in the cities 'Hie cdiicadonal tcquirc- 
nients ol women and girl childien remain 
the mosi neglected m such smi.idons. Oiii 
data suggest a low eniolmeni ol the non- 
hieiate who aic peimaneiitly or casually 
employed, espc-ci.illy in the towns Forthc 
lower proportion ol non-literales ammig 
Ihc lomier. gamiul employment ironically 
ptovidcs less time and low motivation loi 
literacy Seasonal migration and Ihe in- 
sc'Liirity ol the daily quest lor employment 
in Ihe inlonnal SL'cior. lot the lattei. leaves 
themlinleliine.indcneigy lot nigluclasses. 
The employed, whelhei pennaiUMtlly or 
casually, are geneiully Iho male One has 
also observed that Ihe sialus ol ‘male 
employed’ is generally peiceived as 
incompatihle with acknowledgement oi 
illileiacy. thus tondihudng to lower 
enrolments ol these sec dons m urban aicas 
Instructors and nigamsers tn urban areas, 
as well as the literate population ingcncral, 
have a low dega'e of modsadon and little 
lime to .uidmss ihcmselves to whal is 
considered lo he a marginal phenomenon 
In addition, literacy messages tend to he 
diluted anddissip.itcd by conllict ing media 
- television, cable, video parlours, film - 
and then claims on time To add to these 
limitadon.s. It becomes dil 1 ic'ull to a'deploy 
in Ihe cause oi literacy educational and 
other insliludons that have giown to he 
lunctionally specialised ('ollahoration 
between and eo-ordtnation ol persons, 
organisations, institutions and govern¬ 
ment depaitmcnts is dif ticult in situations 
where there is a heightened .sense ol self- 
idcnlily and individualism Administrative 
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authority in urtNin situations tends to be 
functionally linear and t-eiticaliy top-down, 
losing its weight and influence within a 
heterogenous and disarticulated sphere as 
it moves out of its inslitutionaii.sed context 
and enters relatively unstructured field 
situations. Monitoring the teaching- 
learning process of dispersed residual 
learners poses a major problem in this 
situation, especially wlien there is an over 
reliance on government machinery and a 
neglect ol community organisations. 

In legioas of mrdiuiii literacy ami in the 
rural areas, on the othci hand, the illiterate 
population constitutes a majority. 
Mobilisational procc.s.sesaic tacilitatcd by 
this ma.ss ha.se and the campaign has a 
giealer potential ot becoming a movement 
in favour of the majoiity The density of 
illiteracy ironically faci litatesorgani.sation. 
assisted by facc-io-f.icc interactions, a 
greater sense of community identity and 
the authonly cxcictsod by deeentraliscd 
paiticipalory institutions such as the gram 
panchayats and the village education 
committees This is especially true in the 
niatter ol literacy whiih, at least initially 
and on the surtace. o pcrecised as iioii- 
tha'atcniiig In lontlKiing interests 'I'lic 
admi iiisirati vc st ruetui es an.* cleui -cut Irom 
the di.stnet. block, to the siltagc level and 
cun, il inoiisuted. be clieclively deployed 
foi literacy 'Hic coming togethei ut learners 
in literacy classes when conducted in an 
appropriate manner, provides a welcome 
break f^roni the monotony of everyday woik 
I'or women, in particular, it provides a 
legitimacy lor .soci<il interaction and 
moving out ot the domestic spheic They 
are iiHiiivated to literacs by what if provides 
by way ot enhanced sell-worth and 
independence, ability to cooimumcatc in 
a wulci sphere, and to nurture the formal 
education ol the ehildien. 

The cruciri appeal ot the literacy 
campaign, which distinguishes it from 
earlier adult education and olhci develop¬ 
ment programmes, is to the spirit of 
voluntansm and decent raliscd community 
participation with .social accountahiliiv In 
rural areas, these ingredients arc con¬ 
cretised in the village '.iteracy committee 
An eticclive village literacy committee 
serves as a touch.sione as regards the succv,ss 
and failure ot thccamp.ugn at dcccnimltscd 
levels. These features of the campaign are 
difficult to attain in high litcracy/urban 
areas It is ditlicult to find (he equivalent 
of the village as a micro organisational 
unit in urban areas. The urban 'mohalla* 
or ‘vasii’. however socio-economically 
disadvantaged and excluded, is linked in 
concentnc circles with its larger urban 
environment and is subjected to a politico- 


axmomic and cultural hegemony. Hence 
the eomparalively lower degree of success. 
It IS like iorcing a non-formal element 
(adult education) into the informal .sector 
(slum- pavement-dwelling woikers of the 
unorganised sector) of formally organised 
contexts (the urban) where conditions foi 
functional access arc clearly defined by 
commercial value 

Ilowevet. success in adult literacy in 
high literacy ui ban areas is not impossible 
'File objective problem has less to do with 
the urban environment than with the 
phenomenon ot residual, dispersed 
illiteracy and its appropnate targeting This 
was demonsti ated by the experience ol the 
Conimiticc ol Resource Oiganisations 
(CORO), a voluntary organisation working 
in slum pockets ol the M ward of Bombay 
city, and the Ma.ss Programme ol Func¬ 
tional Literacy (MPFL) ot (he Ambedkar 
College, m the Rahul Nagai and the Korba 
MithaGliui slum communities ol Bombay, 
respectively The.se areas were able to attain 
a succe.ss rate comparable to the better 
perloiniiiig tural districtsoi Maharashtra 
An intensive and cuiidcn.scd penod of 
instiuetion. learning in groups in open 
spaces so .is lo cicatc an educational en- 
viionmcnl. close and tegular monitoring, 
community participation and an element 
ol luiictionality marked the success ol 
these liieroiy diives in utban areas I'lic 
CORO olloil was community-based and 
partieipuiorv in character, marked hy 
creating a learning environment within a 
bustling metropolis with .severe constiaints 
on time and LOiillictiiig priontics and 
innovating a learning methodology 
Libianes tor adult liieiatc dtop-ouis from 
schooling, pie-pnmary cla.sses forchildren. 
a legal aul i cntie. coaching classes (or the 
school going literacy instructors from the 
7th to the I Ith standards, mvolveinent 1 1 
the local youth oiganisation as literacy 
activists and (hen ttaining through a para- 
ptolcssional iout.se in siK'iat service, .ill 
conti ibuted to lostcn ng a learning ens iron- 
ment. building a participatory organisation 
and generating leadership jSaldanha 
19‘)3 20] 

Cumpaigiii in urban aieas would be 
iacilituted by some element ot eertirication. 
perhaps through appearing for the 
examinations loiiductcd hy the National 
Open School, and by a more .specific 
targeting ot oceiipalional and community 
groups, programmes being operationalised 
according to context If together with adult 
literacy and primary education, the 
tuundations of basic literacy, we arc to 
visualise a viable continuing education 
and lile-Inng learning process then clearly 
the need, especially in urban areas, is for 


“an open, flexible learning environment.; 
responsive to divcisc teaming needs and 
easily accessible for people in differeiR 
circumstances", according to the UNESCO 
concept ot ‘learning without frontiers* 
lUNESC'O IWSl 

The high literacy, urbanised districts 
while being rich in institutional and human 
resources arc ironically pour in the 
motivation ot the literate lo spare the time 
lorlheresidually illiterate A ‘concentrated 
but total' approach would generally be the 
strategy in these regions The medium 
literacy, resouKc poordLStnets. especially 
in high and medium literacy slates with 
atransitional literacy rale, incontrastshow 
high motivation ot both learners and 
instructors Literacy campaigns generally | 
liuild on past social rclonn movements' 
and the heightened aspirations in lhe.se 
distiicts At the other extreme, we have i 
the rural districts submerged in'the 
desperately resource jMior. low litciacy 
states where a sireial tianslotination based 
on gender and caste would have lo 
accompany lileiac-y intervention. The 
.socio-economic is.sue.san‘toopte.ssiiig lor 
a relatively .soil input of isoIulcJ literacy 
I .Iteracy campaigns w'ould have lo he tar 
moic co'mpiehensive in their approach, 
especially in these areas. A ‘dispersed yet 
comprehensive' approach would he the 
mum solution In the high lileiacy ureas, 
educated volunteers generally don't find 
the tune In the low literacy legion*^, it is 
often dillicult to find volunteeis with 
adequate levels of liieiacy In both high 
literacy and low literacy areas, in particular, 
the present tclcgalion ol lunciionalily, 
awareness generation and oiguiiisatiun of 
the non-Iiteiaie lo liu* post-literacy phase 
ot (he campaigns would have to be 
disconliiuicd Rathci, they would have to 
he initiated dumig the piepatatory piiase 
and ccmsolidated during the literacy one 

In high lilciacy regions a strategy ot 
strengthening the lot nul priinaiy education 
system and reaching out bc-yotul that to the 
residual adult non- literaics in (he age group 
oi years with elements ol tunc- 

lionality and eertiiication niigtil produce 
better results, ("ampuigns have lo dis- 
tinguLsh themselves in being eftieicntly 
(ai geied, in.inaged and sustained Ioi quic k 
impact to olLsct the many hurdles to 
collective mobilisation In the low liteiacv 
rural areas there is u need foi acting on 
both fronts The iiiloiinal, relatively non- 
instilutionalised context tdsouis large- 
scale mobilisation, cultural inputs and a 
convergence of el Ions with oihei develop¬ 
mental programmes It appears that success 
rates through literacy campaigns might he 
easier to attain but more dif ticult to sustain 
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in the rural areas, considering (he mass of 
illileracy and the lack of a literate environ¬ 
ment during pnst-litciacy In the urban 
areas contr^nued with residual illitciacy, 
the reverse is likely to ho true 

Apart trom socio economic factois 
related to urban-rural location, one needs 
to iccognise that theie is a dillea'iit set 
ol variables depending on gendei and 
generation that inlluences the motivation 
(or literacy In urban areas, the i uik tionality 
ot a literacy pnigrainme and its managurial 
etncicncy in icachine out to dispersed 
adult learners in a sustained mannet pro¬ 
vides a response lo the utilitarian orienta¬ 
tion oi adult learners in a situation ot 
straincdandcontiKtinp pnoiities Besides, 
It helps to osereoine a ina)or block in adult 
learners about the vetv possibility ot the 
late learning ot elements which are 
cs.scntially symbolical Foi eliildien, in 
paiticulai in uibuii areas, the aspect o| 
formal ceitihcation intioduces a wider 
external legitimac y to noii-loinial literacy 
eltorts and senves as a point ot entry to 
formal systemsofeduc alioii Progiamincs 
with a scH'io-culluial input, es|XHiulIv in 
rural areas, ate etieclivc responses to the 
greatei possibility toi leisuie and the need 
tor addressing issues ol caste and gender 
Piogiamines need to lecognise that loi the 
deprived, sheet survival has gieater 
immediacy than learning toi its own sake 
This rationality l^ contextualised 
ditiercntly by sex, generation and uibaii/ 
rural location I.iteracv needs to he 
imaginatively adapted to the rationality ol 
the Icainei and intciventions have 
necessarily to be s|>ccilic to context Tliey 
cannot he seen in isolation lioni a ,soc'iul 
developniental conliguiaiion at a given 
time and place The slalislical indicators 
discussed III this study including those ot 
litetacy. are seen as cxpicssions ol a 
paiticular articulation ot siKial forces 
distributed m an uneven manner over 
contemporary India Ni iihercan particular 
educational iiuei vcniions in detined socio¬ 
economic contexts he viewed as the one 
solution changing all other v ariahles 

Liiikv X U K noi'iix 

The dominant hegemony is one that 
lunclion,s, in addition to other forms, 
through hieiacy An altcmate hegemonic 
pn>ce.ss. It It IS lo be democTatic and 
pailicipalory and not substitutional, needs 
tocvolve niechaiitsmslo intellectually cope 
with literacy. liilervcntionsihmugh literacy 
campaigns when successlul are attempts 
to up.stago the natural evolution oi litetacy 
within a political L>conoiny ol uneven 
dcvclopmciil In this process, the pos¬ 
sibilities lor co-option lo the logic ol 


market-driven economies with inequitous 
distribution arc real However, one is of 
the view that the probability of a popular, 
democratic critique of inequitous political 
economic proces.sc.s is greater as a result 
of a conscious, concerted intervention tor 
literacy according to (he campaign style 
ol organisation 

II literacy campaigns succeed in 
drastically expanding (he contours of 
literacy in the Indian context, they would 
cticctively he contributing togoingagaiast 
the gram of hestory by introducing an 
altcmate. egalitarian style ot demiKratic 
developniciu .Short ol (his. the option is 
limited to succumbing to the determinism 
ot histoiy where coinmcrciali.sation and 
urhan’sutioii brought in its wake a slow 
ptoccss ot inequitous literation, till 
indusliialisation later played a relatively 
educationally equalising function, because 
ot Its need toi productive human capital 
Literacy campaigns that uic aligned to 
populai democratic struggles appear to be 
the only option in the Indian context 

(Concluded) 

Notes 

< 1 he-1 ).i\ 0 r iiiniiiillcc’ picsciibud a siaiulaidised 
tcM III c'valuaU' learning nuiconies ictoiding 

III cailicT ilcclaicd expeclalions incorp»'atc‘d 
mid pinners Ii had thicc components, leading, 
willing and luiineiai y with 40 pci cvni. U) pei 
lenl and so per cent weighlagc nl marks, 
lespictisclv Lc.iriiuis, in order lo be declared 
nco lilcraio according lo these norms accepted 
by Ihc NI.M. wcic expected (o attain SO 
|K'i ccnl iiiaiks in c,ich ot IIk'sc components so 
.IS to .ichicsc balanced tcaining, and al least 
70 pi“t cent on die cnlirc test This fragile 
lilc'i.H's lesel was consideicd to be iclaiivcly 


non-relapsable if remforGed by a post-literacy 
programme with its primer and readings 
(Directorate of Adult i^ucation I992| 

4 The data and analysis for Maharashtra and Goa 
in the frdlnwmg pages of this section are hosed 
on Saldonhu (199S 1178 if), which was a 
cnasolidationof earlier micro studies oflilerocy 
campaigns Conclusions pertinent to the 
objective of this study ore highlighted 

5 For an analysis of higher educational, institu- 
iional involvement in extension activities, in 
particular adult education, sec .Satdanha and 
Velaskor (1993) 

6 One might retei to llioh (1992), Balagopal 
(1992), Shairugna (1902i Anveshi 1 199.31. 
Akash (1993). Reddy and 1‘ainatk (1993) and 
B O V ,S (1994), for an analysis of the anti- 
liquor movement which was led pnmanly by 
women in Andhra Pradesh Other examples of 
this potential tor urgancsation ot women have 
hex'n Pudukottai inTomil Nadu, credit sociciics 
in olhci parts of that stale, and oui uhscrvations 
ol woiiwn's empowerment in Madhuhani and 
Dumka in Hihar 

7 The loFcgoing identiflcation of ihc weakncs.scs 
and potential of ihc Iticracy campaign expen 
ence in the cmintry is only a sumnuuy Details 
have been elabotated elsewhi'ie (Saldanha 
1995 1189-95 and I993a| 

8 A preliminary staieineni of Ihc following 
analysis may he tound in Saldanha (1993b, 
1994a and 1995) 
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BANK ItfTE/VIASlONAL INDONESIA 

MUMBAI BRANCH 


BALANCE SHEET AS ON 31st MARCH 1999 


(000's omitted) 



CAPITAL & 
UABtUTIES 

Capital 

Reserves & Surplus 
Deposits 
Borrowings 
Other Liabilities & 
Provisions 

TOTAL 


ASSETS 

Cash & balances with 
Reserve Bank ot India 
Balances with Banks & 
money at call & 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 
Bills/Cheques for collection 
Notes to Accounts 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31st MARCH 1999 


(000‘s omitted) 


As on 
31.03.99 
Rs. 

As on 
31.03.98 

Rs. 

608,243 

7,641 

321,254 

378,318 

468.323 

7,641 

1.231,708 

574.600 

46,954 

246,487 

1362,410 

2328,759 

51.934 

254,947 

165,141 

296,075 

422,481 

111,654 

315,125 

231,882 

780,110 

908,093 

120,558 

233,169 

1362,410 

2328,759 

1,091,108 

3,245,589 

106,741 

224,307 

_L. 


Year ended 
31.03.99 

SCHEDULE Rs. 



451,500 


The schedules referred above form an integral part of the 
Balance Sheet 


I. INCOME 
Interest Earned 
Other Income 

TOTAL 


IL EXPENDITURE 
Interest Expended 
Operating Expenses 
Provisions and 
Contingencies (Net) 

TOTAL 


HL PROFITKLOSS) 

Net Profit for the Year 
Proft/(Loss) Brought 
Forward 

TOTAL 


IV. APPROPRIATIONS 
Transfer to. 

- Statuton Reserve 
Balance Carried over to 
Balance Sheet 

TOTAL 


Notes to Accounts 


The schedules referred above form an integral part of the 
Profit and Loss Account. 


174,970 

42,425 


217395 


137,479 

166,886 

109,355 


413,720 


(196,325) 

(74,995) 


(271320) 


. 0 
(271,320) 


(271320) 



314,187 

172,165 

113,568 


599320 


(90,612) 

15,617 


(74395) 


0 

(74,995) 


(74395) 



As per our Report of even date 

For and on behalf of 
KHIMJl KUNVERJI & CO. 
Clumered Accountants 
Sdl- 

SHIVJI K. VIKAMSEY 
Partner 

Place: Mumbai 
Date: June 26. !999. 


For BANK INTERNASIONAL INDONESIA 


NURMALA DAMANIK 
Chief Executive Officer ~ Indta 

Place: Mumbai. 

Date: June 26, 1999. 
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BANK imEKiASIONAL INDONESIA 


MUMBAI BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31st MARCH 1999 



SCHEDULE / - CAHTAL 
I For Banks Incorporated 
Outside India 

(I) Amount of Deposit with 
Reserve Bank of India 
U/S 11(2) of the 
Banking Regulation 
Act. 1949 

(ii) Amount brought in by 
the Bank by way of 
Capitol 

TOTAL 

SCHEDULE 2 - RESERVES & 
SURPLUS 

I STATUTORY RESERVES 
Opening Balance 
Additions Current Year 
Deductions Current Year 


II BALANCE IN PROFIT & 
LOSS ACCOUNT 

TOTAL (I A II) 

SCHEDULE 3 • DEPOSITS 
A. I DEMAND DEPOSITS 
(0 Prom Bonks 
(it) From Others 


II SAVINGS BANK 
DEPOSITS 

III IBRM DEPOSITS 
(i) From Banks 
(u) From Others 


TOTAL (1.11 & III) 

B< Oepoaits of Blanches 
la India 

Depotita of Branches 
Ot^de India 

TOTAL 


As on 
31.03.99 
Rs. 


(O(X)'s omitted) 


As on 
31.03.98 

K.S 


(OOO's omitted) 


II.-toil M,3W) 


608.243 468.123 

608.243 468,323 


20,000 

290.667 


310.667 


32U54 


66(1 

193,159 

193,819 


540,516 

495,1.52 

1.035,668 


1431.708 


i.231,708 





SCHEDULE 4 - BORROWINGS 

I BORROWINGS IN INDIA 
(I) Reserve Bank nl India 
(ii'i Other Banks 

(III) Other Institutions and 
Agencies 

II BORROWINGS OUTSIDE 
INDIA 

Borrowings lioni outside India 


TOTAL (I & II) • 
Secured borrowings included 
in I & II above 

SCHEDULE 5 - OTHER 
LIABILITIES A PROVISIONS 

I BILLS PAYABLE 

II INTEREST ACCRUED 

III OTHERS (including provisions) 

TOTAL ( I, II A 111) 

SCHEDULE 6 - CASH A 
BALANCE WITH RESERVE 
BANK OF INDIA 

I CASH IN HAND (including 
foreign currency notes) 

II BALANCES WITH RESERVE 
BANK OF INDIA 

(I) In Current Account 
(It) In Other Accounts 


TOTAL (I & II) 

SCHEDULE 7 - BALANCES 
WITH BANKS AND MONEY AT 
CALL AND .SHORT NOTICE 
I IN INDIA 

(i) Balances with Bonks - 
In Cummt Aa-ounts 
In Other Depoat Accounts 
(II) Money at Call and 
Short Notice 
With Banks 
With Other Institutions 

Ii OUTSICS INDIA 

(i) In Current Accounts 
(it) In Other Deposit Accounts 


As on 

Aa OB 

31.03.99 

3143.9S 

Rs. 

Ra, 

77.3(K) 

.301.018 

129.390 

.50.000 

0 i 

0 

378.318 1 

r79.300 


0 

395,300 


‘ 

3784Ys 

574400 

NIL 

NIL 

4,821 
12.242 
29.891 : 

6,788 

35,098 

204,601 

46,954 

246487 



TOTAL (I A II) 


143,826 


165,141 


67.614 

112.758 


180.372 


231412 
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EM/YK /mERTMS/OfML INDONESIA 




MUMBAI BRANCH 



SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3Ist MARCH 1999 

(()00'^ omitted) 

(000's omitted) 


As on 

As on 


As on 

As on 


3L03.V9 

31.03.98 


31.03.99 

31.03.98 


Rs. 

Rs. 


Rs. 

Ra. 

SCHEDVLE 9 - INVESTMENTS 



II OTHER FIXED ASSETS 



I INVESTMENTS IN INDIA 



(including furniture Sl 



(i) Government Secunitcs 

198,519 

625,016 

fixtures) 



(ii) Debeotunrs and Bonds 

100,000 

237.610 

At Cost As on 1st April 

23.481 

16.948 

(III) Other Investments 

0 

30,000 

Additions During the Yeai 

4,099 

6.533 • 

Less Valuation Reserve 

(2,444) 

(112.516) 

Deductions Dunng the Year 

(3.048) 

0 


-- 

- 

Depredation In Date 

(14.758) 

(11.389) 


296,075 

780,110 





9.774 

12.092 

II INVESTMENTS OUTSIDE 

—— » —- 

_ 


-- . . --- 


INDIA 

0 

0 

TOTAL (1 & II) 

111.6S4 

120358 

TOTAL (1 Si II) 

296,075 

780,110 

SCHEDULE II - OTHER 






ASSETS 



SCHEDULE 9 - ADVANCES 

A (i) Bills Purchased and 



1 INTEREST ACCRUED 

10.644 

22.201 

DiSLUunted 

207,8,38 

1.56,196 

11 ADVANCE TAX PAID/ 


(ii) Cosh Credits, Overdrafts 



TAX DEDUCTTED AT 



& Loans 

184,729 

671,380 

SOURCE 

13,214 

56,180 

(ill) Tem Loans 

29,914 

80.517 

(Net of provision) 


-- 

-- 

III STATIONERY & STAMPS 

0 

0 

TOTAL 

422,481 

908.093 

IV OTHERS 

291,267 

154,788 




(Note Includes Debit Balance 



B (i) Secured by Tangible Assets 

.371,122 

820,284 

in ProTit & Loss Account 



(II) Covered by Bank and 



Rs 27L32a Previous 



Government Guarantees 

50.635 

.56,853 

Year Ra 74,995) 



(III) Unsecured 

724 

.30,956 




"422,481 

"OOSIOM 

TOTAL (1. II. Ill & IV) 

31S,12S 

233,169 






-- 

-- 

SCHEDVLE 12 - CONTINGENT 



CI Advances in India 



LIABILITIES 



( 1 ) Pnoniy Sector 

156,2.36 

357.327 




(It) Public Sector 

0 

0 

1 LIABILITY ON ACCOUNT 



(til) Banks 

0 

0 

OF OUTSTANDING 



(iv) Others 

266,245 

550,766 

FORWARD EXCHANGE 
CXJNTRACrrS 

II GUARANTEES GIVEN 

644,109 

2.690.476 

TOTAL 

422,481 

908,093 




ON BEHALF OF 



CII Advances outside India 

0 

0 

CONSTITUENTS 






147.829 

296,978 

GRAND TOTAL (Cl & C II) 



(a) In India 

422,481 

908,093 

(b) Outside India 

III ACCEPTANCE, 

ENDORSEMENTS AND 

0 

0 

SCHEDVLE M - FIXED ASSETS 

I PREMISES 

At Coat As on Itt April 

Addatont Duting the Year 
Deductions Diuing the Year 

116,467 

2,752 

(6,172) 

6,172 

110,295 

0 

299.170 

0 

2SS.I35 

0 

OTHER OBLIGATIONS 

IV OTHER HEMS FOR WHICH 
BANK IS CONTINGENTLY 
LIABLE 

Depreciation to Dale 

(11,167) 

(8.001) 




101,880 

108.466 

TOTAL (I. 11, III & IV) 

1,0914M 

34<5389 
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BANK IFflEKiASiaiAL INDONESIA 

MUMBAI BRANCH 


SCHEDULES FORMING PART OF THE PROFIT A LOSS ACCOUNT FOR THE YEAR ENDED 31.03.99 



SCHEDULE 13 - 1NTEKE.ST 
EARNED 

1 

Interest/Discuunt on 
Advances/Bills 

II 

Income on Investments 

III 

Interest on balances with 
Reserve Bank of India and 
other Inter-Bank Funds 

IV 

Others 


TOTAL 

SCHEDULE 14 - OTHER 
INCOME 

I 

Commission, Exchange and 
Brokerage 

II 

Profit/(Lass) on Sale of 
Investments (Net) 

III 

Profit/CLoss) on Sale of Land, 
Buildings etc (Net) 

IV 

Profil/dxiss) on Exchange 
Transactions (Net) 

V 

Income Earned by wqi of 
Dividends etc 

VI. 

Miscellaneous Income 


TOTAL 

SCHEDULE IS - INTEREST 


1 


(OOO's omitted) 


Year ended Year ended 
31.03.99 31.03.98 

Rs. Ks. 



I. 

Interest on Deposits 

U. 

Interest on RBI/IiUar Bank 


Bofiowuigs 

III. 

Others 


TOTAL 





SCHEDULE It - OPERATING 
EXPENSES 

I Payments to and Provisions 
for Employees 

II Rent. Taxes and Lighting 

III Printing and Stationery 

IV Adveitiseineni and Pubiicity 

V Depreciation on Bank’s 
Property 

IX.LSS Advisory Board 

Expenses 
K.U 

VII Auditors' Fees and Expenses 

0 

903 Professional Fees 

.IX Postages. Telegrams, 

Telephones, etc 

X Repairs and Maintenance 

XI Insurance 

XII Bad Debts 

142,000 

t24,''62 XBI. Other Expenditure 
46.759 


(OOO's omitted) 


Year ended Year ended 
31.03.99 31.03.98 

Rs. Ra. 


137,479 


314,187 


TOTAL 


16.848 

21,075 

6,689 

15,075 

903 

1,590 

77 

1.096 

14,385 

12,664 

60 

21 

368 

350 

2,345 

1,139 

6,207 

5,991 

4.104 


1,131 

1,440 

107,610 

90,517 

6,159 

17.601 

166,186 

172468 
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BANK INIERNASIONAL INDONESIA 

MUMBAI BRANCH 


SCHEDULE 17 - SUMMARY OF SIGNinCANT ACCOUNTING POLICIES AND NOTES FORMING 
PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 1999. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a. GENERAL 

The accompanying rinaniial statetncnik have been piepaied on historical cost baMv and are in accordance with the generally accepted 
accounting principles and the statutory provisions and practices prevailing in the country, unless otherwise stated 

b. REVENUE RECOGNITION 

Income & Expendituie is accounted on accrual basis except the lollowing items of income which are accounted for in the books 
of accounts on cosh basis 

• Commission rai Guarantees (issued fiw tenure of less than three years) uid on Letters of Credit 

• Interest on overdue Export Bills 

• Interest on overdue inland bills, oveidue bills under impurt/inland letter of credit 

c. ADVANCES 

All advances ore classified as pet the Reserve Bank ot India (RBI) guidelines into performing and non-performmg assets Further, 
non-performing assets arc classified into sub-standard, doubtful and loss assets fur the purpose of income recognition and 
provisioning The advances ate stated in the Balance Sheet Net off the provision for bad & doubtful debts 

d. INVESTMENTS 

All Investments are classified as ‘Current Investments' and are valued at lower ol cost or market value on the basis of RBI guidelines 
Market value in respect of the following, is deiet mined as under 

• Government Secunties, .Sec unties guaranteed by Government & PSU Bonds lor which quotes are not available on “Yield 
to Maturity” (YTM) basis 

• Treasury Bills and Ceitifieate ot Deposits are valued at eanying cost 

• Unquoted Debentures where interest is serviced reguloily • at carrying cost, otherwise by applying the post due norms as 
presenbed by RBI in respect ot Loan advances 

• Unquoted Shares are valued at Book Value ascertained troin the latest Balance Sheet, without considering revaluation reserve 
if any 

Goins or losses on sale ot Investments are accounted in the year in which they anse 

e. FIXED ASSETS & DEPRECIATION 

i) Fixed Assets are staled at hisioneal cost less acci<mul.iicd depieciation thereon 

II) Fixed assets are depreciated on the Reducing Balance Method, except Office Building tor which Straight Line Method has 
been adopted The depreciation is calculated at the rates which ore higher than those presenbed in .Schedule XIV of the Companies 
Act. 19% except in the case of FJectronic D.iia Processing Equipment which is required to he provided (P 40% under the 
Companies Act, 1956 The principal rates ol depreciation used by the branch are as under 


Office Building 

W’ 

5K 

Air Conditioners 

at 

25% 

Electronic Data Processing Equipment 

w 

25% 

Furniture & Fixtures 


50% 

Vehicles 


25% 

Office Equipment 


50% 


It IS the policy of the bank to fully wi.te-off the assets which are depreciated 50% and 25% in the fourth and eighth 
year of its acquisition, respectively 

111 ) Depreciation on assets acquired dunng the year is piovided tor the full year inespeciive to the month ot addition, and in 
the case of disposal, no depreciation is provided dunng the year 
iv) The cost ot repairs and maintenance is charged to income and Hgmficant imewals or improvements are capitalised When 
assets are retired or otherwise disposed off, their carrying values and related accumulated depreciation ore removed from the 
accounts and any resulting gain or loss is '-fleeted in the sttfement of profit and loss for the year 
CORPORATE INCOME TAX EXPEN.SE 

Estimated corporate income tax expen.se is calculated ba-sed on the taxable income at the rates specified under the Indian income 
Tax Act. 1961 

TRANSIATION OF FOREIGN CURRENCIES 

The branch maintains its accounting records in Indian Rupees Transactions dunng the year in currencies other than Indian Rupees 
are recorded at the exchange rates prevailing on the date of the transactions 

As at the Balance Sheet date, all foreign currency assets and liabilities, including the outstanding forward exchange contracts, 
are translated to Indian Rupees at the exchange rates prevailing at the close of the year as advised by Foreign Exchange Dealers 
Association of India (FEDAI) and the resultant net gain/loss is recogni/ed in the revenue account 
STAFF BENEnrS 

Provision for Gratuity has been made based on the basis of actuarial valuation and funded with the bank s group gratuity fund 
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BANK UfTElViASKXiAL INDONESIA 


MUMBAI BRANCH 


IL NOTES FORMING PART OF THE FINANCIAL STATEMENTS 

I The additional disclosures by the Accounting Standoid - 6 on “Depiecuuion Accounting” and Accounting Standard - 10 on 
"Accounting for Fixed Assets", issued by the Institute of Chartered Accountants of India are os disclosed hereunder. 

(Rupees '(XX) omitted) 


Paillculan 


Premises 

Other Fixed Assets 
(including Fumituie 
& Fixtures) 


Groea Block (At Coal) 


TOTAL 


Previous Year 


As un 
01-Apr-98 


116.467 
23.481 


139,948 


23,120 116.828 



As on 

31-Mar-99 

As on 

01 •Apr-98 

113,047 

24.532 

8.001 

11,389 

137,579 

19,390 

139.948 

6,726 


Dcpreelation 


For the 



NctBlocfc 


As on As on 
3l-Mar-99 3l-Mar-9t 

11,167 101.880 1^ 
14.758 9,774 12. 



25.925 111,654 120,558 


19.390 120.558 53,390 


Disclosures in terms ol RBI guidelines are os under 

I Capital Adequacy Kano 57 26% (Previous Year 28 03%) 

II Percentage of net nun-performing assets to net advances is 10 53% (Previous Year 0 00%) 

III ‘Provisions and contingencies' as charged to Profit and Loss account for the year is in respect of 
a Income Tax Ks NIL (Previous Year Rs NIL) 

b Depreciation on investments Rs NIL (Previous Year Rs 1.087 20 lakhs) 

c Non-perfonning assets Rs 2,l54 401ttkhs excluding advances written olT as bad debts (Previous Year Rs NIL), 
d Revenal of provision (or depreciation on mvestmenu Rs 1,076.10 lakhs (Previous Year Rs. NIL) 
e Others Rs 15 25 lakhs (Previous Year 48 48 lakhs). 

IV Bank has not raised any subordinate debts 

V Investments 

(Rs m lakhs) 

Year ended Year ended 

3181 Mareh 1999 31st March 1998 


Gross value of Investments in India 
Gross value of Investments outside India 
Less Provision for depreciation 
Net value of Investments in India 
Business ratios. 


2,985 19 
Nil 
2444 
7.960 75 

Year ended 

2ltL.Uaahm9 


a Capital Adequacy Ratio Tier I Capital 57 26% 

b Capttal Adequacy Ratio Tier II Capital 0.00% 

c Interest income to working funds 11 65% 

d Non interest income to working funds 2 83% 

c Operating profit to working funds (5 79)% 

f' Return on assets (17 99)% 

g Business (deposits plus advances) per employee (Rs lA lakhs) 195 60 

h Profit per employee (Rs iii lakhs) (53 06) 

The previous year figures have been regrouped and reclassified wherever appropriate 


8,926 26 
Nil 
U25 16 
7,801 10 

Year ended 
31st March 1998 

2803% 
000 % 
12.26% 
1 57% 
062% 
(3.69)% 
385 19 
(22 10 ) 


For and on behalf of 
KHIMJI KUNVERJI & CO. 
Charurtd Aecomtantit 
Sd/- 

SHTVJl K VIKAMSEY 
Purtmtr 


For BANK INTERNASIONAL INDONESIA 
Sd/- 

NURMALA DAMANIK 

Chief Executive Ofpeer ~ huba 


Place: Mumbai 
Date: June 26. 1999. 
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BANK IHTERNASIONAL INDONESIA 

Ml'MBAI BRANCH 


Auditors* Report on the Indian Branch of BANK INTHRNASIONAL INDONESIA 
.situated at Mumbai Under Section 30 of the Banking Regulation Act, 1949 

We have audited the attached Balance Sheet of the Mumbai Branch ot BANK INTERNASIONAL INDONESIA 
as on 31st March, 1999 and also the annexed Proiit and Loss Account tot the year ended on that date 

In accordance with the provisions ol Section 29 ol the Banking Regulation Act. 1949, read with the provisions 
of sub-sections (I). (2i and i.*i) ot Section 211 and sub-section (S) of Section 227 ot the Companies Act, 1956, 
the Balance Sheet and the Pioiit and Loss Account together with the notes attached thereto are not required to 
be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The accounts arc, therctore, 
drawn up in conformity with Foinis ‘A* and 'B' of the Third Schedule to the Banking Regulation Act, 1949 

We icport that 

I We have obtained all inlorniation and explanations which to the best ol our knowledge and belief were nece.s.sary 
for the purpose ot oui audit and found them to be satisfactory. 

2. The transactions which have come to oui notice have been, in our opinion generally within the powers of the 
Indian Branch of the Bank, 

3 in our opinion, piopcr books ol accounts as required by law have been kept by the Indian Branch of the Bank 
.so tar as appears from our examination of these books, 

4 The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with 
by this leport are in agreement with the books ot account, 

5 The accounting ol foreign currency transactions referred to in Summary of Significant Actounimg Policies no 
“g" IS not m conformity with the Accounting Standard - 11 “Accounting for the Effects of Changes in Foreign 
Exchange Kates” issuect by the Institute of Chartered Accountants ot India (ICAI) and the disclosures required 
under the said standard have not been given, 

6. In our opinion, and to the best of our information and according to the explanations given to us, the Balance 
Sheet and Profit and Loss Account, together with the notes thereon, give the information required by the 
Companies Act, 1956, in the manner so required tor Ranking Companies and on such basis the said Balance 
Sheet gives a true and fan view of the state of affairs of the Indian Branch ot the Bank as at 31st March, 1999 
and in case of Profit and Loss Account gives a true and fair view of the Loss ot the Mumbai Branch of the 
Bank for the year ended on that date 


For and on behalf of 
KHIMJl KUNVERJI & CO. 
Chartered Accountants 
Sd/- 

SHIVJI K VIKAMSEY 
Partner 

Mumbai, 

Dated 26 June 1999 
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One goal. 

Eight different ways to it 


Deposit Re-Investment Certificate (DRIC) Scheme 

Interest is compounded quarterly to give better yield 

Cumulative Deposit Scheme 

Recurring deposit scheme with quarterly compounding of interest 

Monthly Income Scheme 

Interest is paid on monthly basis, at discounted value 

Suraj Jama Yojana 

This IS a flexible short term deposit scheme with automatic 
renewal of deposit in number of cycles of similar period 

Anukul Jama Yojana 

j Fixed deposiiis kept in notional units of Rs 1,000/-each to facilitate 
partial piemature witfidrawals without breaking the entire deposit 

Union Bank Unfixed Deposit Scheme for NRIs 

Fixed Deposit of NRIs kept in units of Rs 5,000/ each to facilitate 
partial premature withdrawals without breaking entire deposit 




.1 







UB Capital Gains Exemption Deposit Scheme 97 

This scheme provides exemption from Capital Gams Tax 
under section 54 EB of I T Act Scheme is also open to NRIs 


Saha] Jama Yojana 

The depositor gets instant Overdraft limit upto 85“o of the deposit 
without lengthy procedural delay 



Please step into our nearest branch for details. 
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UNION BANK OP INDIA 

^o<hIB anh/tmih 


Website - http // www.unlonbankofindia com 
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A REINTERPRETATION 
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GOA: POLITICIANS DISAPPOINT 
AGAIN 

TWO AMERICAS: USEFUL 
POSTUUTION 

NEW CURBS ON FOREIGN 
SCHOLARS 

ECODEVELOPMENT IN 
PRACTICE: BUXA TIGER 
RESERVE AND FOREST PEOPLE 


8 NGOs: ARE THEY A FORCE 
FOR CHANGE? 

< 

« RISING DRUG PRICES: BRAND 
LEADERS SHOW THE WAY 

4 * 
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n POLITICS AND COnON ! 

CO-OPERATIVES IN GUJARAT ; 

m ANDHRA PRADESH: 

‘ADARANA’ PROGRAMME AND 
VOTE BANKS POLITICS . 

H DEMOCRACY AT WHAT COST? 
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^ Opportunities in l.eadiiif* Kdgr Consulting 

( 

I lAKl IS j 11 ‘sejuli (oiisuliaiu> yiinip (iftoiiiii; seivices in infiasttucluic planning, social development, 
' ifsource munagi.ineiil, goM'iiiaiue and public poluy (^it clients include multilateral and bilateral agencies. 
‘ inteinational and national coipoiates. \aiiou.s (loi ministries and sevciul State goseinment depaitments 

i 

I A nctwoik oigamsation ol skilled piofessionals with tuns-dusciplmaiy capabilities, we aie diiven by oui 
I (.oinmitnieiil to i.|uality, client oiiented piobicm soKing and innocation VVe piovide an enabling, non- 
. Iiieiarchieal Icafiiing en\ iionmcnl and collahoiate with leading national and inteinational academic and leseaich 
nislilulions 

1ARI' IS looking foi piolessionals loi its New Delhi and Hydeiabad olTices All positions tcqmre travel and the 
j abilits to eiiyage with both the niial and uiban domains Wc are an equal oppoitunity cmployei offeiing a higliK 
challenging wotk emiiunnient and indiistty competitive salaries 

Social Dcs elopiiicnt Specialist (l)cllii) 

I 

j ^'oii will pioiidc the social desi lopnieni peispcMive to multi-disctplinai) pioieci teams and lead piofessionals 
• in social assessment and qiiaiitatise icscaiih assignments hscelleiit academic recoid leading to a Mastcis 
[ \i Phil oi IMiD degree in Sociolog> oi lelated disciplines, quality publications and extensive academic leading 
I aic essential quahricdtions least two yeais work cxpeiieiicc in luial and uiban projects, WID. paiticipatois 
i leseaich techniques, quantitative lesi-aich, social and demand assessment oi ('VM aie ilesiied Multiple 
language skills and lieldwoik expcitcnce acioss multiple legions and communities ssill be additional 
qualilications 

I Natural Resource Management Specialist (Ilydcrabad/Delhi) 

j ^'ou 'Sill design and evaluate svateished and Foicsby projects independently A post gtaduaic in foiestis. 
I agiicultine oi othei NRM disciplines with two to five years experience in wateishcd developnieiil or foies;.> 
iclated piojects, are essential qualifications Work experience m implementation and or evaluation of NRM 
piojccts acioss multiple agio ecological n'gions especially the semiaiid and and umiiigated aieas and espeitise 
111 PR A methods will be impoitant additional qualifications 

Knvironmcntal Knginccr-IMaiinrr (Ilyderabad/Delhi) 

You will plan and design uiban and niial environmental infrastructure piojc-ct> and support unconventional 
piojects such as upgiadation ol pool neighhoinhoods and disastei mitigation A Hachelois Masters degiee in 
('i\il Ol I nviionmental fMigiiiceiing sjiecialisiiig in water supply, sanitation oi wastewatei ticatmcnt, atm a 
Masieis degiee in Planning.I nMionmeiital Planning, with at least two ycais work expeiiencc, aie essential 
' qualifications l-\peiience in planning, design oi management of luial oi uihan watei supply'waste waiei 
i iieatment ssetems, enviionmcntal sersiccs mastci plan development, solid waste management oi pooi 
I iieighbouihood inlusuuc tine rehabilitation will be dcsiiable 
I 

Ctcologisl'Hsdrogeologist (fisderabad/Delhi) 

^'ou will woik on luial and uiban waiei lesource development and wateishcd piojects and suppoit othei teams 
with eaith sciences inputs -V .Masters degiee m Applied Geology oi Ivarth Sciences with specialisation in 
Remote Simsing inteipietation, hydiogcology or w'ateished development with two to thiee years field 
expciienco, aie essential qualilications A PhD. qualitative and quantitatise sur\ev skills, multiple language 
; i-ajiabilities aiul wide fielilwoik expeiicnce will be desiiablc 

mu st i cach u s befote A ugust 15. 1999. Please .send by e-mail to laniai vsnl com in Rich fcM 
I oniut Ol as jiait ol message body, oi la\ to ' 11-6161065 (Del) ■ ‘40'3541275 (Ilsd), oi mail a copy to 
Srikaiit .loslii, 'I ARI' LFAIHNG KiKiK, D 12 (SF), Green Park Kxtension, New Delhi 110 016. 
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Asian Crisis: Another Look 



^ analysis of the recent south-east Asian crisis should include an 
examination of the real sector deceleration apparent a year before the 
crisis and to the built-tn instabilities in the deregulated financial 
system. 2071 

Selective Interventions 


FoundT-EdItor; Sachin Chaudhuri 


NGOs can effectively function as agencies of change if they focus on 
what they are good at' encouraging people to work for local initiatives 
and not asking them to be responsible for those activities which should 
rightly fall within the purview of the government. 2081 

State and Scholars 

By making it mandatory for foreign scholars who are attending seminars 
organised by universities or NGOs to seek the home ministry’s approval, 
the goveinmrnt is curtailing the freedom and autonomy of universities 
and individuals. 2048 

At Stake 

Much has happened to make a travesty of democracy in this country 
It is time we tried to minimise the costs we arc paying for 
neglecting the important task of institution-building. Wc need to 
reinvent democracy. 2050 
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Unequal Partners 

The Rjbhas whu live on the 
Buxa tiger reserve's buffer zone 
ate supposctlly partners in 
wildlife conservation All they 
have got .so tar is a curtailing of 
employment and access to the 
forest 2087 

English for Some 

The brahminical classes have 
monopolised the use of English 
and have justified the denial ol 
the same to daliis, often 
portraying it as an act of 
rcsistance/rejcction of colonial 
modernity _ 2053 

Dearer Drugs 

Notwithstanding the drug 
companies’ claims of a modest 
overall nse in drug prices, a 
prodiictwise analysis shows that 
the rise in prices has been 
sharp especially on market 
leaders. 2057 


Carrots Season 

Clearly an attempt to woo and 
consolidate backward caste votes, 
'adarana' a welfare scheme floated 
by the TDP in Andhra Pradesh is 
mciuU to disburse funds tor 
self-employment _ 2061 

Limited Contact 

Given the wide divergence between the 
US and India on many vital issues the 
best we can hope for is a relaUonship 
of honourable taciturmty. 2065 

Cotton Politics 

Gujarat’s patidai-duminated cotton 
co-oporativcs arc an interesting study 
where politics dominates m the 
detnment ol the institution. _ 2095 

Goa*s Sorrow 

The CongresslD’s return to power in 
Goa has been paved by playing on the 
(ears of the minonUes in the current 
ethos of communal tension 2062 



LETTERS TO EDITOR 
Agri'finance and Banks 

ONE cannot agree more with N A 
Majutndar when he says that reforms in 
the hanking sector has had the unintended 
consequence of crowding out rural credit 
and agn-flnancing from the agenda of our 
public sector banks. As a practising banker 
tor over 25 years, 1 am witnes.s to the 
gradual fading of this vital business seg- 
incni tium the radar screen of the ptdicy- 
makers in our banks, notwithstatuling the 
copious references given to it in titeir 
business plans basically meant for the 
consumption of RBI. 

That rural credit has become un¬ 
fashionable IS evident from the fact that 
the subject is accorded only residual tocus 
in the various congregations or our hank¬ 
ers. The placement policy in vogue in our 
banks is such that exposures in niial credit 
or agri-financing rarely ciHinl for promo- 
(luns. placements or deputations abroad. 
The seventies and the eighties .saw large- 
scale recruitment of oificers .specialised in 
agricultural disciplines for achieving size- 
.ible coverage of .schemes and number of 
beneficiaries Some ol the.se officials had 
{icrlormed admirably in their assignments. 
But no recognition was given to these 
persons while deciding on pmmotions. 
Di.sgusted many of them got ‘main- 
stteamed' into geneial category officers to 
qualify for promotions Thus the valuable 
insights and experience gained by these 
officers in mral credit and agn-financing 
was lost and neither RBI nor the banks 
concerned thought it fit to put in place 
policies to undo the damage done to the 
cause of rural credit and agri-finoncing by 
this wholesale loss ol talents and exper¬ 
tise. 

The current emphasis is on numbers and 
this IS .sought to be achieved by going in 
tor financing large-scale hi-tech ventures 
to corporates While this would impart 
some sheen to the annual performance 
diK'uments of the banks to be shown to 
RBI and the babus m the MOF, neither 
rural credit nor agriculture benefits in any 
way On the contrary in the long term this 
obsessive preoccupation can impact ad¬ 
versely on the food .set urity of the country 
not talking about the damage done to the 
delicate eco.system of the country and the 
laige-scale displacement of agricultural 


labour and marginal fanners adding to the 
pool of unemployed in the country. No 
serious thinking is done on these impli¬ 
cations in our banks. It ts high time that 
an element of force or to put it mildly 
gentle persuasion is exercised by the 
government on the bank managements to 
bnng about some changes in their think¬ 
ing and direction Along with the three 
•C’s of corporate credit, consumer credit 
and capital market. ‘R' for mral credit 
should be given equal importance In fact 
going by my expenence the rccovciy and 
reium flow of funds is much better in 
agriculture than large-scale industrial 
credit. 


M P Mi'Ralidharan 

Bangalore 

Indian Triumph 

I could not believe my eyes when I read 
f‘.Surrenderon Ka.shmir', July l())“Paki- 
.stan retreat.. is not attnbutabic to the valour 
of Indian ja wans . The Indian triumph. is 
a gift from the Ainericans...etc.*' Plea.se 
for the nation’s sake stop puhicshing .such 
nonsense that clearly insults our nation 
and our jawans 


Pune 


Arun Kirloskar 


Pathologies of Modernity 

RUDOLF C HEREDIA (June 12-18) hai 
presented a thought-provoking reading ol 
Gandhi's Hind Swaraj. We agree withJIAt 
main argument that Gandhi's critiiqtw of 
modernity is a relevant pointer to oui 
understanding of the pathologies oi 
modernity. But, his observation that 
globalisation must inevitably promote 
‘alienating homogeneity’ is problematic 
This view fails to explain the birth oi 
cultural nationalisms in the age ot 
globalisation. “... Paradoxically, the cul¬ 
turally homogenising tendencies of 
globalisation imply continued or even 
reinforced cultural heterogeneity. .Foi 
students of globalisation it is therefore 
important to develop an understanding oi 
globalisation that not only takes inui 
account the rapid increase in mobility of 
people, goods and images, hut also the fact 
that, in many places, flow goes hand in 
hand with a closure of idcntitie”, 
often used to be much more fuzzy ami 
permeable” (Peter Geschierc and Biigii 
Meyer, ‘Globalisation and Identity: Dia¬ 
lectics of Flow and Closure’ in Deveiop 
ment and Change, October 1998:602) 

MaUSUMI BHATTArHAKS \ 
Arup Kumar Si.n 

Calcutta 
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Too High a Price 


O verthc years of the struggle against the Narmada Saruvar 
project , it has become clear that no one can remain 
umnvolvcd or ‘neutral’. Whaievei one’s geographical liKation, 
philosophical oncntation, or political dispensation, there can 
be no bystanders. Such has been the dimension of the people's 
'andolan' It is no cxaggeiation to state that the struggle, not 
just the one organisation that is spearheading it, but the 
numerous others which have concerned themselves with 
associated issues, has done more to shatter the complacence 
of the designers and pursuers ol current dcvclopincnt models 
than any before. It has not liecn and will not in future be ca.sy 
to shatter the ‘dams for development' ideology and the 
powcriul imagery that has been ci cated That iberc are powcrl ul 
vested interests, revoh ing around class, caste and state involved, 
hardly needs to he stated. But there is more For. this is all part 
of the notion of technology for the ‘common* good spawned 
in the curly years of this century and appropriated, and not 
surprisingly distorted by dominant forces which will only 
K'trcat in confrontation with more dynamic and interactive 
notions of the pnxluction and use of technology, social and 
economic progress and equality The promi.se of the 
construction of such an alternative has receded considerably 
in the last few decades And it is this lack of an alternative 
pn>)cc( of modernisation which can contribute towards 
explaining the pu//.ling fact that every major political party in 
the stale, no mattci what its stand on similar i.s.sucs outside 
Guiaral.'continucs to Ik violently opposed to any move to stall 
the huge pcople-unfi lendly project, even while hundreds of 
villages along the nver arc vocally and wholeheartedly with 
the struggle. The reuctions of these parties dominated by 
landed and upper caste interests, appear to be responses tt' 
terror - terror at being robbed of the symbols of modernisation 
as much as at the loss ol potential .sources of economic power. 

Take for instance the widespread political reaction in Guiarat 
to Arundhati Roy's tiact on the Narmada. Parties across the 
range have expressed dtsiress, the newspapers have been full 
of condemnation of one kind or other. And worse, political 
parties have resorted to the abhorrent practice of burning 
Roy’s book in public Such has been the fear that the words of 
the Booker prize-winning author are tapping into new reaches 
of public conscience that the state government has gone to 
court charging her with attempting to influence the court, 
which IS diK to meet to consider the report of the P D Dcrai 
Committee set up to examine the status of rehabilitation and 
on that basis whether ihc dam should not be allowed to be built 
to Its full height. Ttie court has taken cognisance of the 
complaint and has promised to deliberate upon it. 

Meanwhile much is happening in the Narmada valley in 
Gujarat, Madhya Pradesh and Maharashtra - the kind of 


rumbling which ought to have shaken the political firmament, 
but appear nut to have. 

To many, because the struggle has been so active and vocal 
over 14 long years, it may seem that this is yet another show 
of strength like the others before But that this is likely to be 
very different, tragically different, needs to Ik stressed I'hc 
Rally fSr the valley has mobili.scd thou.sands of people, 
Medha Patkar has been on a long fast since and has offered ‘jal 
samarpan’ if the waters continue to rise: students of the I'ata 
Institute of Social Science have been on relay fast, there arc 
hunger fasts under way in the US and hundreds arc gearing 
up to await the flood waters with the increasing dam height 
and the monsoons raising the waters of the nver to submergence 
levels. 

An estimated SO to 60 vi llagcs will be affected this yeai and 
at least 2,S00 families will lose their lands in Gu|arat,Madhya 
Pradesh and Maharashtra. These arc among those who have 
been on a satyagraha since June 20 at Domkhedi and have 
pledged not to move when the waters rise. A simiiai scenario 
IS unfolding in Jalsindhi in Madhya Pradc.sh. 

Ironically this struggle is against n project which the 
government’s own audit is now showing to be cost ineffective 
and inefficiently managed. According to the C^omptrollcr and 
Auditor General (CAG) of the 10 major Narmada valley 
projects only one, (he Rani Avanti Bai Sagar has registered a 
marginal rise m irrigation potential T'he CAG has pointed out 
that the construction of the canals and dam of the Indira Sagar 
project, the biggest, arc way behind schedule, ostensibly 
because of lack of funds. But strangely these same projects 
have also reported ‘savings’ and the project authority has 
reportedly either suiTcndercd funds or has diverted them. The 
lehabilitation and resettlement of oustees of Indira Sagar and 
Sardar Saruvar projects have been described as ‘very poor’ with 
less than a third of the oustees being re.settled. Unfortunately, 
nobody appears to he reading these audit reports. 

It may ^ recalled that in 1993 the people of Manibcli, 
Mahara.shtra had decided to similarly stay in their villages 
even when the watersclo.scd in. There was violence when the 
government tried to forcibly evict them. This struggle 
eventually led to the setting up of a review committee by the 
central government. In 1989 under the leadership of the 
Narmada Bachao Andolan a high piolilc struggle had been 
launched m E^kwaand had led to the Wmrid Bank constituting 
a commission under Bradford Morse whose report had 
eventually prompted the Bank to withhold and later cancel the 
last tranche of its funding for the project But the scenario may 
well be very different in the days to come. 

For one thing, the heightened dam wilt make for laigcr 
submergence, and lor another the state and its supporters arc 
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on a considetabie upswing. The Desai 
Committee has, strangely enough, mpoited 
that resettlement arrangements have been 
fully worked out and everything is in 
readiness lor the ousices to move there. 
While there may be other opinions and 
reports which point to contrary evidence 
on this. It IS the Desat Committee report 
which the Supreme Court will be 
considenng. Moreover, with the forth¬ 
coming elections political parties and 
public attention is on who will rule in 
Delhi and nut on the vi llages, and il the jal 
samarpan dal has its way, the villagers 
who will disappear I'liat the struggle to 
save the Narmada and its people have 
shaken the idwiogicai foundations ot the 
mcxlemisation project almost a century 
old will nut be enough ut a victory in the 
face ol this avoidable tragedy of 
submergence 

lANATA DAL 

Politics of Survival 

COMTi elections, the idcnlngieal facades 
stand exposed tor what they arc. as bnitc 
struggle toi political survival gains promi¬ 
nence everywhere Only this tnith ol sorts 
can explain the volte-lace of the Shaiad 
Yadav-J H Patel faction of the Janata Dal 
fJD> to join the BJP-lcd National Demo¬ 
cratic Alliance (NDA) when just 2-1 hours 
earlier the ID had unanimously resolved 
to keep equidistance from tlic Congress 
and the BJP Of cuuise. the liaison be¬ 
tween the JD and the BJP-Samata Party 
combine in Bihar, both being on the same 
side nt the divide vis a-vis Lakx) Pra.sad 
Yadav's ruling RJl), was an open secret 
in the 1W8 Luk Sabha clection.s. llie 
decision of the Patel faction of the JD in 
Karnataka appears muic surrcpUtious given 
that the party wa.s in power in the state 
and had the BJPand RamaknshnaHegde’s 
Lok .Shakti as the opposition. But given 
the recurring internecine lights between 
the Deve Gowda and Patel tactions which 
had severely damaged the party's electoral 
pntspccis in the state, and the channels of 
communication Gowda's arch nval Hegdc, 
in spite Ins expulsion fmni the JD, had 
kept open with Patel, the end result could 
not have been anything diftercnt. With 10 
legislators having alre.idy abandoned the 
sinking ship of the JD lor that of the ebul¬ 
lient rongrt‘s.s, enabling Patel to board the 
NDA wasesscntiai for I Icgdo tostienglhen 
his baigaining power in Karnataka as was 
for the dnmning Patel, with his 70 ML As, 
to clutch onto Hcgdc-Fcniandcs duo to 
stay afloat in the stale’s politics. 

But this noble expedition ot rescuing 
Patel has evoked the ire of the BJP which 
perceives Patel's entr> as gatecrashingthe 


NDA. Obviously, for a party that has 
succeeded in carving a bare for itself in 
the state by consistently opposing the JD. 
to make space for the latter, especially 
when it is in death throes and that Ux) on 
the verge of elections, is bound to generate 
consternation rather than elation. But. to 
strike a bcttei deal in seat .shanng, if not 
for the Lok Sabha then at least for the 
as.scmbiy elections, and thus prevent its 
base in the state from rapidly withering 
away, is preci.sely the aim of the Hegdc- 
Frrnandes-Patcl axis in deciding on 
simultaneous timing of assembly and Lok 
Sabha elections in Karnataka 
Intere.stingly, if the BJP has upped its 
ante against the JD in Karnataka it has 
hardly made any noise against the Yadav- 
Paswan duo’s dcclarabon to join the NDA 
in Bihar. This is not only because Paswan 
has been pu.shmg for a pro-B JP line in the 
party for quite some time but also becau.se 
incorporation ol the Yadav-Paswan fac¬ 
tion of the JD enables the BJP-Saniata 
Party alliance in Bihar to widen its base 
among the dalits and lower OBC castes, 
which It lacks, and thus gain clcctorally. 
In the 199X Lok Sabha elections, the JD, 
fighting the elections on its own, in spite 
ol having cornered 9 per cent votc.s, was 
able to win just one scat, while the Samata 
Party, despite its tally of 8 per cent voles, 
won 10 scats, clearly becau.se it had the 
added advantage of the BJP votes With 
the expected pooling of the Samata Party, 
the BJP and the JD votes in the coming 
Lok Sabha election. Laloo Pra.sad’s RJD 
will face an uphill task in its bastion in 
north and central Bihar Further, after a 
bncf perioa nt championing the Muslim 
cause against the BJP’s communalism. the 
JD in Bihar now has no qualms of joining 
hands with the BJP since it has almost lust 
Its Muslim .base in the state to Laloo 
Prasad's RJD No wonder, in the changed 
situation, the Yadav-Paswan faction of the 
JDdoes not viewthcBJPascommunal any¬ 
more. On the other hand, the Patel faction 
of the JD in Karnataka offers noclear bene¬ 
fits to the BJP Moreover, the decision to 
join the NDA has received the whole¬ 
hearted .support of the Bihar JD unit, thus 
keeping Its flock united. In Karnataka, 
Patel's dccisiun to join the NDA has not 
only rattled the BJI’, it has re.sulted in a split 
in the jD into Gowda and Patel factions 
With the Gowda faction of the JD tilting 
towards the Congress, the Yadav-Patel 
taction towards the NDA, the JD unit in 
Maharashtra aligning with Sharad Pawar’s 
NCP, the one in Tamil Nadu going with 
the TMC and the one in Orissa, after the 
previous .split resulting in the BJD, being 
further pulled apart, the baikanisation of 
the JD IS complete. In these conditions, 
George Fernandes’ call for unification of 


erstwhile ‘socialists* under the canopy of 
the NDA. is an attempt to rehabilitate the 
casuidties of the Mandal politics, most of 
whom happen to be associated with its 
gemtor, the JD. one time or the other. Like 
the section of the Left, which in the early 
1970s by aligning with the Congress aimed 
to change the complexion of the latter (and 
failed), the erstwhile screialists - so seems * 
to be the ideological veneer of Fernandes’ 
message - by flocking to the NDA. should 
aim to work upon the BJP, and thus dis¬ 
prove their political irrelevance. Politics, 
after all they say, is the art of the possible 

RAJYA SABHA 

Redefining Its Role 

A correspondent writes: 

NOW that the war over Kargil heights has 
ended, our forces on the border with 
Paki.stan will have to contend with the 
intrusions acro.ss the border, as in the past. 
While the war was going on, any sugges¬ 
tion to c( >n venc the Rajya Sabha was turned 
down hy the central government on the 
grounds that it was not the appropriate 
lime to discuss the conduct ol war or even 
to go into the causes ol lailurc, if any, ol. 
diplomacy and the con.sequent break out 
of hostilities between India and Pakistan. 
The argument advanced was that while the 
wai was being fought, the right thing to 
do was to concentrate on showing soli- 
danty with our .soldiers on the front liiii... 

While one continues to argue about the 
validity of this argument lor not conven¬ 
ing the Rajya Sabha during the currency 
of the war, there are many precedents one 
cancite to show that governments in several 
countries have not avoided meetings ut 
parliament in war lime. The larger, and 
more general question must now be faced 
which is not ncce,ssarily connected with 
the country’s involvement in war or war¬ 
like situations. This larger question relatc.s i 
to the role of the Rajya Sabha during pcriixls 
when the Lok Sabha stands dissolved Just 
hecau.se the Lok Sabha has been dissolved 
does it mean that during the period of its 
non-existcnce the Rajya Sahha also has 
to be kept in a state of limbo’? 

In fact, an argument can well be made 
to the contrary that at a time when the Lok 
Sabha stands dis.solvcd, it is the Rajya 
Sabha that should be more actively con¬ 
sulted and involved by the caretakci 
government in office before important 
decisions are taken. The Rajya Sabha is 
the only representative wing of parliament 
that IS then available for consultation Just 
because the caretaker government in of 
fice is in a minority in the Rajya Sabha 
IS no reason why consultation cannot bc^ 
held and the matters taken up and di.s * 
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cussed in this forum. In the US, the political 
party to which the current president be¬ 
longs is in a minority in both houses of 
Congress. But that has not prevented either 
house from taking up and discussing 
important matters of government policy 
.4 tnd even pass resolutions on the subject, 
even though such resolutions are not 
binding on the president. Most recently, 
when the US joined the rest of NATO 
countries to engage in aerial war against 
Yugoslavia, the matter was discussed m 
both houses and resolutions passed in 
support of the president’s commitment to 
NATO, even though in the discussions 
leading to the resolutitms cnticisms were 
voiced in plenty over some of the omis¬ 
sions and commissions of the executive. 
In peacetime however, the meetings of 
both US hou.*>es of Congress arc regularly 
held, with each house following its own 
calendai 

It IS to the lole of ihc Rajya Sabha in 
peacetime to which attention has now lo 
be given, particularly in times like the 
present when there is a large time-gap 
between the dissolution of one, Lok 
Sabha and the election of the next one It 
'll dunng this interregnum that one would 
expect tlte Rajya Sabha to he meeting even 
more often lo advise .md assist the care¬ 
taker government Also, during this pe¬ 
riod It IS to this forum that the president 
can turn to for some sort of an advice on 
die prevailing view on important matters 
ol government policy, where the caretaker 
government has to take decisions without 
the benefit of consultation with Lok Sabha 

It IS unfortunate, hut true, that the 
Constitution is toially .silent on the con¬ 
duct of government business during the 
interregnum when the Lok Sabha is non¬ 
existent, and when the only wing of 
parhamem that continues to exist is none 
» otherthan the Rajya Sabha Iliscvcnmorc 
unfortunate that legal experts and pundits 
have not given attentum to this important 
gap in the constitutional law of ourcountry. 

Only on money bills is there a restrictive 
provision with respect to the recommen¬ 
dation of the Rajya Sabha, namely, that 
the Lok Sabha may “either accept or reject 
all or any ul the recommendations” by the 
Rajya Sabha. Since dui mg the interregnum 
the Lok Sabha is non-existent, the recom¬ 
mendation of the Rajya Sabha on even a 
money hill could be said to prevail until 
!>uch time as the new Lok Sabha decide.s 
otherwi.se. The important point to discuss 
and clarify is whether tecause of the 
absence of the Lok Sabha in the inter¬ 
regnum the government of the day Is not 
Nubjcct to the checks that the existence of 
^he Lok Sabha and the Rajya Sabha 
together, in normal limes, exercise. Or 
whether during such an interregnum such 


checks should be exercisable on the 
government by the Riyya Sabha. One can 
raise an additional, but connected, ques¬ 
tion whether given the constitutional re- 
quireiitent that the president always exer¬ 
cises his functions in accordance with the 
advice of his council of nunisters, and also 
that the council of ministers is collectively 
responsible to the Lok Sabha, the council 
of ministers can be considered as entitled 
to enjoy freedom to advise the president 
even when the council has lo,st the con¬ 
fidence of Lok Sabha, as is the ca.se today 
These questions are important and ne^ 
to he sorted out. regardless of the nature 
of the immediate situation Certainly, the 
fact that the Constitution is silent cannot 
be construed to mean that the council of 
ministers is even more powerful in the 
interregnum, than in normal times. 

THt ARMY 

^Mercenaries* and Others 

THE use of foreign mercenaries in mili¬ 
tary operations is not a monopoly oi 
Pakistan alone. Reports from the Kargil 
battlefield reveal that while Islamabad has 
been using mercenaries from Afghanistan 
and other foreign countries to occupy 
strategic heights on the LoC, New Delhi 
can also he held technically responsible 
for the deployment of foreign nationals to 
defend its positions on the LoC. Accord¬ 
ing to reports, at least 40.000 Gurkhas 
who are Nepali nationals, arc employed 
by the Indian army, and they have taken 
a major part in the recent conflict 

At Iea.st 11 Gurkha soldiers have so far 
been killed. While the army authorities 
have tried lo send the bodies of most of 
the dead Indian soldiers to their rcspecti vc 
places of re,sidencc, those of the Gurkhas 
have been buned in Leh, The decision lo 
do so was prompted by the adverse reac¬ 
tion in Kathmandu. In early May, when 
the body of the fust Gurkha soldier to be 
killed in Kargii was sent to his village in 
the Pokhara distnct of Nepal, there were 
cnes of public outrage Popular opinion 
in Nepal seems to veer in favour of calling 
an end to the recruitment of Guikhas in 
Indian and British armies. 

The British .started the policy of recniit- 
ing Gurkhas horn so-called 'martiar 
groups of Nepali society for the Indian 
army. After independence, the Indian 
government inherited the legacy through 
a tripartite agreement among Britain, India 
and Nepal in November 1947 which 
decided on the future of the Gurkha sol¬ 
diers in the British and Indian armies. Two 
units went to Britain, while a special 
regiment was formed in India to accom¬ 
modate the rest of the Gurkha soldiers. 


The agreement was viewed at that time as 
a tentative arrangement, to be elaborated 
upon and ratif ^cd at a later date by the three 
countries - which was never done. Ac¬ 
cording to sources in Nepal (which is a 
Hindu monarchy), there was a tacit under¬ 
standing dial the Gurkha soldiers recruited 
by the Indian army would not be used 
against Hindus. Their deployment gainst 
Pakistani soldiers, or merccnanes from 
the Islamic countries in the present Kargii 
warfare, therefore seems to be in keeping 
with the spirit of the 1947 agreement. But 
political opinion in Nepal itself is increas¬ 
ingly turning against the continuauon of 
recruitment of Gurkha soldiers hy India 
and Britain - a tradition that is being 
viewed as an affront lo the national honour 
of Nepal Relations with India in particu¬ 
lar- which are already soured hy frictions 
over several bilateral problems - arc likel v 
to nosedive further if the Gurkha recruit¬ 
ment issue is raked up by the opposition 
in Nepal. The public outcry in Poldtara on 
the amval of the body of the first Gurkha 
.soldier to be killed in Kargii is an indicator 
of the mood of the Nepali people 
But whether wc call them mctccnaries 
from foreign countries, or voluntary re¬ 
cruits from within the country, die major¬ 
ity of the soldiers fighting on both sides 
of the border arc pnmanly sons of poor 
families who are desperately looking tor 
employment, rather than being motivated 
by any patriotic or ideological zeal (bar- 
ting the handful of ‘mujahidins* trained 
by the Islamic fundamentalist schools in 
Peshawar and committed lo Ihc goal of 
csiabh-shing Islamic theocratic .states all 
over the world) On this side of our border, 
the pathetic incidents of the death of army 
aspirants who had inundated the recruit¬ 
ment centres in Bihar and Rajasthan in¬ 
dicate the desperate urge for jobs among 
the unemployed youth In response to an 
army recruitment drive in Chapra and 
Darbhanga in the former state and Jaipur 
and Bharatpur in the latter, thousands of 
young men besieged the centres, and turned 
violent when turned away after the filling 
of the few vacancies. Several among them 
were killed when the police opened fire 
to disperse the violent crowd of aspirants 
Although the media and politicians may 
hold up the incidents as evidence of the 
patnolic fervour, there is no doubt that for 
many among the young people who 
thronged the recruitment centres, the 
po.ssibility of getting a job in the army 
meant something more than the satisfac¬ 
tion of the desire to defend the nation It 
could provide them with acces.s to the 
basic facilitie,s, essential commodities and 
social secunly mca.surcs which their ‘pa¬ 
triotic’ rulers have failed to offer them in 
their daily existence 
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ol metropolitan centres in such credit having risen m the recent period. Amongst miyor centres, the sharpest increase has occurred in Mumbai 
and Delhi Chennai has also expenencrd some nse, but significantly Calcutta has continued to register a sharp fidi 
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Mumbai 

81498(2093) 

23528(17 76) 11.373(19 62) 

2 

Delhi 

73215(1043) 

18180(9 09) 

8233(9 61) 

2 

Delhi 

546.5.5(14 03) 

14536(10 97) 

4706(8 12) 

3 

Calcutta 

28687(4 09) 

12056(6 03) 

5831(6 813 

.3 

Chennai 

23480(6 03) 

6996(5 28) 

2537(4 38) 

4 

Chennai 

I904(K2 71) 

.5907(2 95) 

2123(2 48) 

4 

Calcutta 

18297(4 70) 

8057(6 08) 

3664(6.32) 

5 

Bangalore 

17186(2 45) 

3902(1 95) 

1528(1 78) 

5 

Bangalore 

1316.3(3 38) 

3825(2 89) 

1560(2 69) 

6 

Hyderabad 

12371(1 76) 

.3075( 1 54) 

1334(1 56) 

6 

Hyikrabad 

10651(2 73) 

3335(2 52) 

1179(203) 

7 

Ahntediibad 

8126(1 16) 

2637(1 32) 

1112(1 30) 

7 

Ahmcdabad 

727(H1 87) 

2002(1 51) 

901(1 S5) 

8 

Pune 

7642(1 09) 

1721(0 86) 

832(097) 

9 

Chandigarh 

4264( 1 09) 

1157(0 87) 

1029(1 77) 

9 

Lucknow 

6737(0 96) 

1704(0 85) 

792(0 92) 

8 

Pune 

4176(1 07) 

1311(0 99) 

586(1 on 

10 

Chandigarh 

4872(0 69) 

136(80 68) 

572(0 67) 

10 

Coimbatoie 

3635(0 93) 

856(0 65) 

415(0.72) 

H 

Vadodra 

4665(0 66) 

1183(0 59) 

667(0 78) 

11 

Vadodra 

.3189(0 82) 

791(060) 

4.59(079) 

12 

Kanpur 

4585(065) 

1472(0 74) 

7.58(0 89) 

12 

Ludhiana 

31.52(0 81) 

8.54(064) 

312(0.54) 

13 

Jaipur 

4481(0 64) 

1177(0 59) 

451(0 53) 

1.3 

Indoie 

2888(0 74) 

76(80 57) 

264(0 46) 

14 

Patna 

4020(0 57) 

1311(0 66) 

568(0 66) 

14 

Jaipur 

2859(0 73) 

674(0 51) 

34(80 59) 

15 

Cochi 

3932(0 5t,) 

820(041) 

396(0 46) 

15 

Cochi 

25.19(0 65) 

846(0 64) 

395(0 68) 

16 

Jalandhar 

.3824(054) 

988(0 49) 

467(0 55) 

16 

Snnogar 

1682(043) 

6.30(0 48) 

167(0 29) 

17 

Ludhiana 

3718(0 53) 

1071(0.54) 

484(0 57) 

17 

Kanpur 

16.58(0 43) 

940(0 71) 

434(0.75) 

18 

rhiruvananthaptiraiii 1154(045) 

741(0 37) 

348(041) 

18 

Tiiuppur 

1527(0.39) 

264(0 20) 

58(0 10) 

19 

Indore 

2872(0 41) 

805(0 40) 

3.37(0 39) 

19 

Bhopal 

1491(0 .38) 

566(0 43) 

181(0 31) 

20 

Nagpur 

2803(0 40) 

848(042) 

406(0 47) 

20 

Nagpur 

1400(0 36) 

.541(041) 

223(0 38) 

21 

Atm It Mil 

2775(0 40) 

899(0 45) 

420(049) 

21 

Vishakhapatnam 

1380(0 35) 

.393(0 30) 

147(0 25) 

22 

Sumi 

2732(0 39) 

899(0 45) 

396(0 46) 

22 

Lucknow 

l.370(()35) 

897(0 68) 

441(076) 

23 

Coiiiihaiore 

2632(0 37) 

777(0 39) 

289(0 34) 

23 

Sural 

1275(0 3.3) 

474(0 36) 

160(028) 

W 

Bhopal 

2588(0 .37) 

1023(0 51) 

305(0 36) 

24 

Doraha 

1235(0.32) 

24.3(0 18) 


25 

Allaluhad 

2187(0 31) 

731(0.37) 

305(0 36) 

25 

Thiruvonanthapuram 1202(0 31) 

.394(0 30) 

206(0 36) 

26 

Bhubaneshwar 

216(K0.31> 

588(0 29) 

238(0 28) 

26 

Madurai 

978(0 25) 

368(0 28) 

169(0 291 

27 

Varanasi 

21 32(0 3(1) 

71.5(0.36) 

327(0 38) 

27 

Amntasar 

943(024) 

377(0 28) 

175(0 30) 

28 

Agra 

2{X>I(0 29) 

587(0 29) 

266(0 31) 

28 

Jalandhar 

935(0 24) 

349(0 26) 

198(0 34) 

29 

Guwahati 

2034(0 29) 

665(0 33) 

284(0 33) 

29 

Guntur 

888(0 23} 

2%(() 22) 

162(0 28) 

30 

Mangnluic 

2025(0 29) 

515(0 26) 

227(0 27) 

30 

Patna 

850(0 22) 

47(8 (' 35) 

299(0 52) 

31 

Vishakhiipainuiii 

1979(0 28) 

646(0.32) 

321(0 37) 

31 

Jabalpur 

849(0 22) 

499(0 36) 

124(0 21) 

32 

Jammu 

1902(0 27) 

564(0 281 

199(0 23) 

32 

Bhubaneshwar 

83.5(0 21) 

.545(0 41) 

208(0 36) 

33 

Deharadun 

1886(0 27) 

W)8(0 30) 

.327(0 38) 

33 

Mangalore 

789(0 20) 

357(0 27) 

168(0 29) 

34 

Raikol 

187(80 27) 

492(0 25) 

216(025) 

.34 

Mysore 

786(0 20) 

283(0 21) 

13.3(0 23) 

15 

Srinagar 

179(0 03) 

586(0 29) 

293(0 34) 

35 

Salem 

770(0 20) 

179(0 14) 

76(0 13) 

16 

Ca/iahad 

1779(0 25) 

522(0 26) 

148(0 17) 

36 

Jamshedpur 

757(0 19) 

|92<() 14) 

65(0 11) 

37 

Thane 

1739(0 25) 

434(0 22) 

209(0 24) 

37 

Viiaywoda 

668(0 17) 

261(0.30) 

113(0 19) 

38 

Jabalpur 

1729(0 25) 

4.36(0 22) 

205(0 24) 

38 

Guwahati 

667(0 17) 

391(0.30) 

186(0 12) 

19 

lam^hrdpur 

1718(0 24) 

468(0 23) 

216(0 25) 

39 

Kollain 

625(0 16) 

3(880 23) 

133(0 :3) 

40 

Patiala 

1717(0 24) 

498(0 25) 

209(0 24) 

40 

Ranchi 

616(0 16) 

191(0 14) 

82(0 14) 

41 

Pandabad 

1559(0 22) 

372(0 19) 

143(0 17) 

41 

Gnriabad 

6I0(() 16) 

318(0 24) 

104(0 18) 

42 

Meerut 

1541(0 22) 

492(0 25) 

231(027) 

42 

Meerut 

598(0 15) 

315(024) 

89(0 IS) 

43 

Kalyan 

1486(0 21) 

388(0 19) 

178(021) 

43 

Aurangabad 

5%(0 15) 

179(0 14) 

71(0 12) 

44 

Mssore 

1471(0 21) 

404(0 20) 

178(0 21) 

44 

Fandanad 

596(0 15) 

3.37(0 25) 

173(0 W) 

45 

Ranchi 

144(80 21) 

464(0 23) 

215(0 30) 

45 

Raipur 

576(0 15) 

191(0 14) 

69(0 12) 

46 

Madurai 

1416(0 20) 

41(80 20) 

182(0 21) 

46 

Bhavnagar 

170(0 15) 

189(0 14) 

63(0 11 > 

47 

Howrah 

12.37(0 18) 

422(0 21) 

226(0 26) 

47 

Panipat 

.564(0 14) 

1.36(0 (0) 

56(0 10) 

48 

Vijayawada 

1228(0 17) 

380(0 19) 

182(0 21) 

48 

Patiala 

557(0 14) 

181(0 14) 

112(0 19) 

49 

Gwalior 

1211(0 17) 

398(0 20) 

181(021) 

49 

Calicut 

548(0 14) 

192(0 14) 

HKO 14) 

50 

Tiruchirapalli 

1197(0 17) 

298(0 IS) 

142(0 17) 

50 

Gwalior 

5.34(0 14) 

26(80 20) 

1(8X0 18) 

SI 

Pan.i|i 

1186(0 17) 

288(0 14) 

121(0 14) 

51 

Allahabad 

533(0 I4l 

211(0 16) 

11(80 19) 

52 

Morgao 

1181(0 17) 

275(0 14) 

132(0 15) 

52 

Tiruchirapalli 

528(0 14) 

192(0 14) 

83(0 14) 

53 

Noithi 

1181(0 17) 



53 

Varanasi 

515(0 13) 

216(0 16) 

96(0 17) 

54 

Navi Mumbai 

1175(0 17) 



54 

Thane 

514(0 13) 

213(0 16) 

94(0 16) 

55 

Gutgaun 

1139(0 16) 

203(0 10) 


55 

Pannji 

503(0 13) 

1.38(0 10) 

60(0 10) 

56 

Jodhpur 

1116(0 16) 

316(0 16) 

I45i() 17) 

56 

Pimpn Chinibwa I 497(0 13) 

2.57(0 19) 

92(0 16) 

57 

Jamnagar 

1110(0 16) 

284(0 14) 

I4(K0 16) 

57 

Agra 

497(0 1.3) 

284(0 21) 

13.5(023) 

58 

Navsari 

110.5(0 16) 

286(0 14) 

130(0 15) 

58 

Nasik 

4%(0 13) 

16.5(0 12) 

59(0 IC) 

59 

Goiakhpur 

1098(0 16) 

3.38(0 17) 

149(0 17) 

59 

Hubli-Dharwad 

492(0 13) 

17(80 13) 

78(0 11) 

60 

Hubli'Dharwad 

1069(0 IS) 

310(0 15) 

|5|(0 18) 

60 

Bredr 

481(0.12) 

125(0 09) 

64(0 II) 

61 

Thnssur 

106.5(0 IS) 

280(0 14) 

I3(K0 15) 

61 

Karnol 

480(0 12) 

121(0 09) 

57(0 10) 

62 

Phagawara 

1048(0 15) 

251(013) 

117(0 14) 

62 

Bokarosleel City 

469(0 12) 



63 

Bareilly 

1048(0 15) 

30.5(0 15) 

137(0 16) 

63 

Jodhpur 

468(0 12) 

159(0 12) 

73(0 13) 

64 

Moiadabad 

10.38(0 15) 

270(0 13) 

124(0 14) 

64 

Jammu 

4.5.5(0 12) 

126(0 10) 

61(0 10) 

65 

Anand 

1002(0 14) 

440(0 22) 

138(0 16) 

65 

Bhilwata 

442(0 llj 

104(0 08) 

49(0 (18) 

66 

Aurangabad 

980(0 14) 

181(0 09) 


66 

Udaipur 

441(0.11) 

129(0 10) 

76(0 13) 

67 

Aligarh 

944(013) 

262(0 13) 

119(0 14) 

67 

Raikol 

4.34(0 II) 

203(0 1.5) 

9(80 16) 

' 68 

Udaipur 

941(0 13) 

244(0 12) 

97(0 11) 

68 

Hissar 

404(0 10) 

101(0 08) 


69 

Bhavnagar 

932(0 1.3) 

226(011) 

122(0 14) 

69 

Kolhapur 

.398(0 10) 

16.3(0 12) 

79(0 14) 

70 

Gandhinagar 

9X3(0 13) 

224(0 II) 


70 

Moradahad 

396(0 10) 

148(0 II) 

65(0 11) 


Tmal 70 centres 

390421(55.63) 

I122I9(.56 39) 

47469(.55 5g) 


Total 70 centres 

277083(71 15) 

85451(6452) 1(>372 58(6281) 


Total lOOcentrrs 

4I4833(.5910) 

II92.39(.5961) 

51123(59 69) 


Total lOOceniics 

286083(7346) 

89588(67 61) 

(8t93(fi6 22) 

__ 

All-India 

701871(10000) 

2000.36(100 0) 

8564(1 l(K3 0) 


All-Indin 

389460(1(8) no 

13251(8100 0) 

57974(|(M)0' 


Note Figures in brackets are percentage to All-india total 

StHIUf Bank III V atatiuiri * hanilniil. 


Econmnir anA l3ir<IM>»l 



CIVIL LIBERTIES 


Banning Foreign Scholars 

A G Noonini 

By a recent government order foreign national intending to attend 
workshop seminars has to seek clearance from the home ministry. 
This order is an assault on the autonomy of Indian universities, 
already under stress. 


IT bagan in the 1970i> when T N Kaul was 
ambassadoi to the US There was a sharp 
decline in the grant of visas to American 
scholars to visit India. Coinciding as il did 
with the US resumpiionof links withChina, 
It led to a significant diminution of interest 
in India. Be it said to the credit of Ameri¬ 
can academia that it was sharply critical 
of the Nixon-Kissinger policy on 
Bangladesh. 

IfarestrictivevisapolicymaikedPhase I, 
inthcncxtpha.se. adecade later, new curbs 
were put on the appointment of foreign 
nationals in Indian universities. Dev.sagar 
Singh’s repoit in Indian Express of June 
7, 198S provided the details' “The gov¬ 
ernment of India has put new restnctinns 
on the appointment of foreign nationals 
in Indian universities, their research 
programme and movement into sensitive 
areas All the universities have been asked 
to keep a strict vigil on their activities and 
implement the guidelines of the govern¬ 
ment suictly” He amplified "Appoint¬ 
ments of foreign nationals could be made 
only in very exceptional circumstances 
after obtaining prioi clearance of the 
govcminent.. Even for inviting a foreign 
scholar as visiting profe!>soi, universities 
will now be required to obtain pnor per¬ 
mission ot the government *' 

Nor IS this all. “In case a university 
proposes to organise an international 
seminar or symposium, it will have to 
furnish to the government a detailed note 
on the theme of the conference, level of 
participation, name ot the countries and 
their scholars as also the source of fund¬ 
ing. The government will have the right 
to refuse permission Subjects hke de¬ 
fence, "thcme.s which are politically sen¬ 
sitive" and the like are barred as subjects 
for research If foreigners come on a 
tourist visa they must not conduct 
research. Lastly,“forcign scholars have 
also been (tebarred fiom delivering any 
lecture or talk on topics of controversial 
nature” 

I had then remarked in this column: 
"Presumably ajLJge of the US Supreme 
Court visiting India wilt not be allowed 


to deliver a talk explaining the Bakke case, 
on positive di.scnmination in favour of the 
Blacks and its aftermath because it might 
have a beanng on the ‘politically sensi¬ 
tive’ issue of reservations. Nor may he 
speak on fedeial-.state relations - also a 
‘politically .sensitive* issue 
So much for the ca.sual solitary lecture 
- what to speak of a scries o: lectures 
sponsored by an endowment or a univer¬ 
sity. Rise further in this ladder of state 
control of knowledge and you find curbs 
on seminars, or invitation to or appoint¬ 
ment of foreign .scholars”., that has now 
come to pass as a report in The Hindu of 
June 24, 1999 shows It hears quotation 
in e.xtenso 

In a surprise move, the government has 
made it ‘mandamry’ for all foreign nation¬ 
als intending to participate in workshops 
and seminars oiganised by voluntary 
organisations in the country to take clear¬ 
ance from the Union home ministry 
Though there is no written rule or guide¬ 
line, the government has started following 
this system recently setting up a new 
precedent This pertains to seminars and 
workshops organised by voluntary 
organisations 

Also, the voluntary organisations would 
have to lake permission from the ministry 
of external afairs to organise such a con¬ 
ference where there arc foreign paitici- 
pants 

Recently, three of the international par¬ 
ticipants to the 11 th Annual Johns Hopkins 
International Philanthropy Fellows Con¬ 
ference on Building Civil Society being 
organised by die Development Support 
Initiative, Bangalorc, from July 3-9 got a 
fax ths. they will not be given visas 
The three participants were told by the 
Indian High Commission in London that 
rhey should first get clearance from the 
home ministry The High Commission 
informed them that “all conferences to do 
with the voluntary sector and which ap¬ 
pear to be govemment/politically sensi¬ 
tive has to get clearance for participants 
from abroad" 

Several government officials, members 
from tlw corporate sector and the media 


arc expected to participate in the confer¬ 
ence to be held in Bangalore 
This matter was brought to the notice of 
the Voluntary Action Network Indii^ 
(VANl) which expressed shock mid sur¬ 
prise at the home ministry setting up the 
new precedent ot foreign participants 
having to take clearance from it tor attend¬ 
ing workshops and seminars organised by 
NGOs in the country. 

VANl expressed surpnsc that while thou¬ 
sands of foreign tourists are coming to 
India without much problems and NRIs 
are getting permanent visas after paying 
certain amount of money, the government 
has slatted a new precedent to get special 
clearance from the home minist^ for 
participants at confcrmices organised by 
the voluntary sector The officials of the 
home miipstry failed to give any expla¬ 
nation behind this move 
Indian academia is not only a hiHise 
divided but one ot whose major sections 
IS possessed of chauvinism while another 
pays court to the Congress fl) by sheer 
force of habit, presumably. What to .<ptak, 
of curbs on foreigners, the academia has 
oveilooked Soma Gandhi’s untenable 
claims to copyright in the Nchni-lndira 
Gandhi papers which properly belong to 
the Union of India as trustees lor the 
nation (Vide the wiitcr’s article ’.State 
Property The .Status of Official Docu¬ 
ments’, Frontline, August 8, 1997) 

The latest order is not only a curb on 
foreign academics but. above all. in as- 
.sault on the autonomy of Indian universi¬ 
ties, NGOs and think-tanks-alieady under 
stress and on the nghts of the Indian citizen. 
As has been pointed out in this column 
earlier the fundamental nght to freedom 
of speech and expression (Article 19( 1 Ka) 
of the Constitution) necessarily implies 
that the citizen is entitled in receive in¬ 
formation - electronically, in print and 
orally (‘Right to Receive Foreign 
Telcca.sts’. April 1.3, 1991). The 
Supreme Court has ruled repealedlj that 
the right to know flows from the right to 
speak; is “denved from the concept of 
freedom of speech” (vide Raj Narain’s 
case AIR 197S SC 86S), Maneka Gandhi's 
case AIR 1978 597 and S P Gupta’s case 
AIR 1981 SC 149). 

India has ratified the International 
Covenant on Civil and Political Rights. 
Article 19(2) of the Covenant says expli¬ 
citly that the nght to freedom of expres¬ 
sion “shall include freedom to seek, re¬ 
ceive and import information and ideas of 
all kind, regardless of frontiers, either 
orally, in writing or in print, in the form 
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of ait. or through any other media of his 
choice”. India is obitgaled under the 
Covenant to submit periodic reports 
for examination by the Human Rights 
Committee on its observance of the 
rights Successive attomeys-general of 
) India have been grilled by experts on the 
committee. 

It IS true that the court s allow the go vero- 
ment considerable latitude in matters of 
national security and in tlie admission and 
expulsion of foreignets But the onus is 
on the state to cstabii.sh that the acts are 
so related. The courts will not scrutinise 
the adequacy of the evidence. However, 
it the oidci is shown to be mala fide oi 
an abuse of power it will be struck down 
Refusal ot visa to a foreign national in¬ 
vited to participate in a conference or 
seminar in India is very much open to 
chal lengc in the courts li it is demonstrated 
to be an attempt to stifle dis.sent, not the 
foreigners dissent so much as their Indian 
hosts' tight to hear a viewpoint the govem- 
meiil of India finds distasteful The Indian 
citi/en’s nghts do not depend on the tastes 
of the ministers or biireaucriiis. 

In KIcindienst vs Mandel (1972) 408 
UvS 753, the US Supreme Court upheld the 
attorney general, Richard Kieindienst's 
lelusal ot a visa foi Hrne.st Mandel, a 
Rclgian jouniali.st and Marxist ihcoroli- 
iiaii to participate in an academic confer¬ 
ence sponsored by Amencan.s The court 
spill 6-3 The attomc) -gciiurai refused to 
grant a waiver under the Immigration and 
Nationality Act, 1952 - as is required for 
advocates ot communist doctnne - to make 
Hmest Mandel eligible foi a visa to the 
US A Belgian citi/x:ti, Mandel, is a scholar, 
.1 prolesstuiiai journalist and an avowed 
.Marxist rcvoiutionarj' The government 
claimed that he had abused opportumties 
al lorded to him during an earlier visit. 
Mandel and several American academics 
sued the attorney-general alleging viola¬ 
tion of then right to hear him and engage 
him in a free and open academic exchange 
It turned, however, on the special facts of 
the case - the attorncy-gencrars charge 
ot pa.st abuse The majority held this was 
bona fide .exercise of discretion and did 
not consider the other issues Imagine its 
reaction to a blanket ban. Even so Justices 
r>ougla.s, Marshall and Brennan dissented 
More, even the majority rejected the 
government’s plea that Mandci's books 
were available after all. “This argument 
overlooks what may be particular quali¬ 
ties inherent in sustained face-to-face 
debate. di.scu.s8ion and que.stioning", the 
majonty opined. It Is unlikely that our 
'iupreme Court would uphold such a ban 
and a crying shame il it ever did. 


INSTITUTE OF ECONOMIC GROWTH 

UNIVERSITY ENCLAVE 
DELHI - 110 007 

Applications are invitad for the following posts; 

1. (a) One Professor/Reader in the lES Section and (b) One 
Reader in the Environment Economics Unit (up to 31.3.2002) 
in the grade Rs. 16400-450-20900-500-22400/Rs. 12000-420- 
18300 and admissible allowances. 

Essential Qualifications: 

For Professor. The Candidate must be an outstanding scholar 
with a Ph.D. Degree, a good record of publications and at least 
10 years experience in Macro-economics, Monetary Economics 
or Development Economics. 

For Reader : Good academic record with at least High Second 
Class Master's Degree in Economics; Ph.D. in the relevant field 
and at least five years experience with specialization in Macro¬ 
economics, Monetary Economics or Development Economics 
for post (a) and in Environmental Economics for post (b). 

2. One Research Associate in the lES Section against leave 
vacancy for one year in the grade Rs. 8000-275-13500 and 
admissible allowances. 

Essential Qualifications : Good academic record with at least 
High Second Class Master’s Degree in Economics and M.Phil/ 
Ph.D. or equivalent published research work with specialisation 
in Econometrics or Mathematical Economics. Those with some 
teaching/research experience will be preferred. 

The Institute may consider names of suitable candidates who 
may not have applied. The institute reserves the right (a) not 
to fill up the above positions, if circumstances so warrant, and 
(b) to offet fixed-term appointments on a consolidated salary. 

Applications with full details, names of three referees and a copy 
each of upto three best publications should reach the Director 
within four weeks from the publication of this advertisement. 

Director 



COMMENTARY 


Democracy at What Cost? 

Madhav Godbole 


Democracy is more country-specific than is generally recognised as is 
evidenced by the extent to which the strength, vigour, vitality, 
transparency and accountability of democratic institutions differ from 
country to country. Much has happened to make a travesty of 
democracy in this country. It is time we tried to minimise the costs 
are paying for neglecting the important task of iiustitution- 
building. We need to reinvent democracy. 


INDIA, which wa<i once a land of tigers 
ami elephants, is raiw a land of elections 
In fact, elections have become our tavounte 
national pastime, even surpassing the 
uickct Since there is no syncionisation 
of elections, at any given time, theic is 
elccliotieenng in progress tor some insti¬ 
tution nr the other - co-operative .scKiet- 
ics, UK'al-self government, slate Icgisla 
tun; oi parliament It will not be wrong 
to say that election expenditure pnividcs 
'III important soua-c oi livelihcMid for a 
large cross-section of people in the urban 
.'imt niial aieas, particularly in the infor- 
n.al sector 

.Seseial estimates have apficared of the 
expenditure which will be incuned by the 
govcinmont, the political parties and the 
cMtididates on die ensuing I.c>k Sabha 
election Aecoiding to .some estimates, 
this figure runs into nearly Rs 6,fKX)c rorc 
.Sonu.' may consider it a gniss underesti¬ 
mate II the icturnsfiled by political parties 
before the income tax authorities and those 
filed by the candidates befonr the Election 
Commission are to be believed, the elec¬ 
tions do not cost miything at all' Treasur¬ 
ers of all political parlies are tight-lipped 
about the finances of the parties and the 
donation*- received. Tlie ministry of home 
affairs, winch is administratively in charge 
of the foreign contribution regulation act 
and assiduously pursues and harasses non¬ 
government organi.sations for any small 
amounts received by them from abroad, 
ha.s not thought it necessary to carry out 
any inve.stigalion in the foreign money 
receded by political parties. The captains 
ol industry have been observing a diplo¬ 
matic silence on their contributions to 
political parties The only public admis¬ 
sion regarding funding oi elections by 
them IS the threat given b\ the newly- 
elected president of the unifedcration of 
Indian industry (C'll). Rahul Bataj. that 
industry will not find it possible to fund 
elections every J'car. In spite of the ex¬ 
perience ol five decades of democracy 


since independence, it is surprising that 
such a vital .subject has remained unex¬ 
plored But this is true not only of direct 
<'osls of holding elections and thereby 
sustaining democracy The indirect and 
hidden costs of democracy and available 
options lor dealing with the relevant is¬ 
sues also require a close look. 

'fhe spectre of political instability that 
has come to haunt the Indian polity has 
become a ma|or concern of democracy. 
The ensuing election to Lok Sabha will 
he the third in the last three y'lars. Duiing 
this penod, India saw four governments 
at the centre. With the increasing tnbe of 
tot liter prime mini.sters. the concept of 
providing lifetime security to them and 
their families by the elite special protec¬ 
tion force has become ludicrous The 
annual budget for this outfit now exceeds 
ovci Rs 100crorc.Nuionlytheparliamcnt 
hut almost ail state legislatures have, time 
and again, w itncs.scd fragile political align¬ 
ments, unprincipled alliance.s. shocking 
use of monetary and other allurements and 
threats to life and liberty to pet suade elected 
representatives to change their parties or 
defy their party whip, and total disregard 
for the sanctity of the political mandate 
of the electorate Jumbo cabinets such as 
of over 95 ministers in Uttar Pradesh and 
over 70 persons in Bihar and .splitting 
up of state government departments to 
minuscule sizes to apportion the work 
to accommodate the population ex¬ 
plosion of ministers has made a travesty 
of demo -racy 

The proceedings in parliament and state 
legislatures often resemble 'fish tnaiicts’, 
as aptly desenbed in a court proceeding 
by ajudge in Delhi The unruly scenes and 
fighting in the I'uar Pradesh assembly, in 
which a laige number of members were 
physically injured, were widely reported 
all over the world by the print and elec¬ 
tronic media. Recently, amincsterinTamii 
Nadu was physically attacked in the leg¬ 
islative assembly by a member of the 


opposition paity, and had to be admitted 
to the hospital. As one newspaper pithily 
put it, “members are now elected to the 
well of the House rather than to the house”, 
as they spend mo.st of their time in the welt 
of the house to create pandemonium day 
after day. Walk outs and boycotts have 
become the order of the day. The ‘zero 
hour’ (a misnomer as it is supposed to last 
only a lew minutes), meant to invite the 
attention of the government to matters of 
urgent nature which cannot wait except 
at the co.st of public interest, often strewhe 
for several hours thereby cutting into the 
time meant for other business. Scores of 
bills and other legislative bu.sincss have 
languished for montlis if not years to¬ 
gether All proprieties of democratic life 
are being thrown to the winds. Even the 
highest elected offices such as of chief 
minister and prime minister have been 
devalued to such an extent that they have 
become objects of ridicule Is this our tryst 
with destiny tliat Pandit Nehru talked about 
so feelingly and eloquently when India 
woke up to tlic new dawn of freed im in 
1947‘> 

In sharp contrast was the orderly, dis¬ 
ciplined and dignified manner in which 
the deliberations in the US Congie.ss and 
the Senate were conducted during the 
debate on the motion for impeachment cf 
president William Jefferson Clinton in 
1999 It was clear diiu the two political 
parties were sharply divided on the issue 
In fact. It was as il the whole nation was 
on trial But. there was amazing dccoium 
and time management in arriving at the 
final dcci.sion Those in India who have 
been used to witncs.stng the unruly and 
uncouth behaviour, rabid language, 
uncivilised gestures and physical fights in 
the parliament and state legislatures could 
not believe what they saw with their own 
eyes on television screens in their homes. 
Wc certainly have miles to go before we 
call ourselves a democracy in the true 
sense of the term. 

RE-bXAMiNiNG Cons n tirrioNAL Provisions 

The first que.stion which needs to be 
addressed pertains to the democratic in¬ 
stitutions we have given to ourselves It 
is time the .suitability of some important 
constitutional and legal provisions are 
examined afrB.sh and debated nationally 
Is a parliamentary .system best suited to 
the country oi should wc change over to 
the presidential form of government? 
Should wc adopt the proportional elec¬ 
toral system or should we continue with 
the first-past-the-post system as of now? 
Should there be a reservation of seats tor 
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women'' Should there be an equivalent of 
apresident’siuleinthccentreafew months 
bclorc elections to pailiament ate due to 
be held? Should all state governments he 
also required to resign a few months before 
elections to state legislature are due. as 
suggested by the chiel election commis- 
' sioner? Should the powers of the president 
be lordced at afre.sh or should each presi¬ 
dent be left to decide the limits of his 
office? Should the Coivstitulion recognise 
the concept of caretaker government and 
lay down what such government should 
and should not do** Should the norms for 
recognition of political parties be revised 
to do away with the present anarchy in the 
.system? How should the democratic func¬ 
tioning of the political parties be ensured? 
How can the powers and functions of the 
Election Commission be enlarged to deal 
speedily and decisively with all matters 
pertaining lo the iaiine.ss. transparency 
and integrity ol the election procc.ss'' 
.Should there be state fiinding ol elections? 
Is the idea of an all party national gov¬ 
ernment fciusihle in a eountiy marked by 
such an extremely fraci lous polity*' Should 
the centre-state relations be refashioned? 
.Should the states have greater autonomy'' 
What nt'cds to be done to convert India 
into a real soinmon maiket' How can we 
deal cllcclivcly and spivdily with defec¬ 
tions from political parties"' Hi>w can wc 
deal w ith the ciiininalisatioii of politics .so 
as to sustain the contidence of the com¬ 
mon man in the democratic lastitutions'' 
This IS only an illustrai i vc list of questions 
which have come to haunt democracy in 
the country and cannnot be pushed under 
the carpet any longer 

By amending the Constitution over a 
hundred times since its adoption, we have 
accepted that there is nothing sacrosanct 
about the Constitution If it is lo be a living 
document and reflect the hopes and aspi¬ 
rations of the people from time to time. 
It must grapple with these and other cru¬ 
cial issues The so-called basic structure 
of the Constitution tcui needs to be exam¬ 
ined de novo But the Supreme Court has 
held that the basic structure is inviolable 
and cannot be amended or revised by 
parliament. Mcxlalities therefore need to 
he found to get over this difficulty Will 
this mean convening a fresh constituent 
assembly? If so, what should be its com¬ 
position? Will the process of making basic 
changes in the Constitution create divisive 
and disruptive forces which will pull this 
country asunder? Will the constituent 
assembly show matunty and spirit of 
compromise and accommodation which 
marked the deliberations of the consti¬ 
tuent a.ssembly five decades ago? 

It is unfortunate that the proposal of 
the Bharatiya Janata Party-led coalition 


government to appoint a commission to 
review the provisions of the Constitution 
was oppos^ by several major political 
parties. Arc there no i.ssues even of na¬ 
tional importance about which the politi¬ 
cal parties in India can show maturity 
enough to nsc above their petty politick¬ 
ing and one-up-man.ship? 'There could be 
differences of opinion on the terms ol 
reference and composition of the proposed 
commi.s.sion. These should certainly he 
decided by discussion and consensus but 
there cannot be any dispute about the need 
for such a study It is tiiiK all majorpolitical 
parties agree to such an in-depth review. 
After the foithcoming elections, even if 
a single political party gets a mandate to 
govern at the centre, the incoming govern¬ 
ment should not he complacent and should 
take the initiative lo ap{x>int a commission 
ol jurists and other public persons of high 
standing drawn from various walks of lilc 
to come up with a set of recomimndations 
and .suggest the manner in which the.se 
could be translated in reality. If necessary, 
at the appropriate .stage, the government 
may seek the advisory opinion ol the 
Supreme Court under Article 143 ol the 
Constitution 

The othci major issue pertains to reduc¬ 
ing the role of money in politics. At the 
turn of the century. Republican political 
leader Mark Hanna in the US is reported 
to have quipped (hat there “arc two things 
important in politics The first is money 
and 1 can’t remember the second". Albert 
R Hunt, in his article ’The Lessons of the 
1996 Scandals Do It Again, and More’ 
in the Wall Street Journal (June 3), has 
graphically brought out the influence of 
money machine on the politics in the US. 
Asked whether contributions influenced 
politics, the inlamous Charles Keating, 
who coniributcd millions to lawmakers 
who then went lo bat for him and in the 
process worsened the savings and loan 
debacle, replied, *) certainly hope so'. 
Then there is Roger Tamraz, the shady 
international businessman who gave 
$ 3,00,(XX) to (he Democrats in 1996 for, 
as he delated, “only one reason - to get 
acce.ss’’ Was it a gcxid investment'' ‘Yes', 
he said, adding, “next time I’ll give 
$ 6,00,0(X)” Pre-eminent captains of in¬ 
dustry in India like Ambanis would whole¬ 
heartedly agree with tlicse eternal truths. 

The pH'cess of cantnbution by industry 
to political parties in India has been de¬ 
liberately made opaque. It was the inevi¬ 
table fall out of the licensc-peimit raj which 
was so assiduously built up in the country. 
It is not therefore surpnsing that prolifci- 
ation of black money and electioneering 
became two sides of the same coin. In¬ 
evitably, large indusinal houses are .seen 
to he wielding influence on the govern¬ 


ment. Public opinion has become so in¬ 
sensitive to the issue that a laqge induitirial 
house in Mumbai appointing bureaucrats 
of Its choice in important economic min- 
cstries and even a governor of Re.servc 
Bank of India no longer makes headline 
news As V P Singh, former prime min- 
tstcr, announced with disgust a few years 
ago. the crown ol the highest political 
office lies in the tica.surc chest of a iaigr 
indiLStrial house in Mumbai and not in 
Delhi. Uic.sc indusinal hou.scs now openly 
boast of changing governments 
unsympathetic to them 

AH funds, even crorcs of rupees have 
to be given as political donations in hard 
ca.sh.'lt was in early 197()s that a .story used 
to he told in Delhi of a minister who was 
a treasurer of the party in power One 
could watch a continuous stream of people 
going into his house with bnefcascs aqd 
coming out with hncfcases. except (hat, 
1 1 one looked carefully, the hncfcase which 
a person would carry with him on way 
hack would not h»the same as the one 
with which he went into the house. '1 he 
simple explanation was that the brielcase 
stacked wilh ca.>h would he left by him 
in the minister’s office and he would bt' 
asked to pick up and leave with one of 
the empty bnefcascs kept there' Wli.il an 
ingenious and refined way of managing 
the clandestine business on which the 
wheels ol power wete gnndmg in Delhi 
.so smixithly The Indian democracy has 
matured at least in one sense since thv'ii 
Election funding has got upgtaded from 
hnefca.scs to trunks to fancy suitcases 
Dccision.s arc now openly made on suit- 
ca.sc-by-suitca.se basis, a euphemism for 
decisions on ca.se-hy casc basis. 

There is a century old law in the U.S 
prohibiting pulilical fund raising "in any 
rcKim or building occupied in discharge 
of official duties" II there was to he such 
a law in India and if it was implemented 
ngorouslv (obviously a contradict .on in 
terms!) most of the ministers, apart troni 
being liable to prosecution, would have 
been slum-dwellers as they would not 
have been able lo function tioin eithct 
their offices in tlie secretariat or their so- 
called bungalow offices. 

With the hegemony of the Congres* 
Parly for nearly four decades after inde¬ 
pendence, tlic industnai houses had lo 
give almost all their contributions to es¬ 
sentially one party. With a large number 
of national and regional parties now in the 
reckoning, the contnbution has to be now 
divided with business acumen and tore- 
sight among several political parties lo 
hedite the nsk of being on the wrong side 
of the political party which may come lo 
power and to maximi.se llie rc-turns on the 
investment. With a view to iniroducing 
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transparency and evolving some rational 
principles for distribution of donations 
among political parties, the Talas came up 
with an interesting suggestion for estab¬ 
lishing a public trust Unfortunately, it did 
not elicit any worthwhile response from 
either the industry nr the political parties. 

It IS time contributions to political parties 
are brought out in the open by making it 
obligatory that all such payments must he 
made by cheque As an additional require¬ 
ment it must be made incumbent on the 
donor to give wide publicity to the dona¬ 
tion so as to make people aware of it 
Further, wlicn an industry makes pay¬ 
ment, It means reduction in profits and/ 
or incrca.se in costs. There mu.st therefore 
be an up|)ct limit to the contribution which 
any one industnal unit or business makes 
toany political party and all political panics 
taken together during any financial year 
It IS also necessary that the shareholders 
are taken into confidence and then ap¬ 
proval sought, pariicularly where the 
contnbutioii exceeds a panicular limit. 
The scope of the discussion on corporate 
governance, which, at present, is confined 
mostly to the seminars and workshops of 
as.sociatiuns of industry in five star hotels, 
must he widened to include matters per¬ 
taining to donations to political parties 
and debated in larger public forums in¬ 
volving different cross-sections of soci¬ 
ety In this light. It IS necc.ssary that 
donations to political parties are brought 
out clearly on the agenda of annual share¬ 
holders' meet ings as also special meetings 
of the shareholders, as and when neces¬ 
sary. The people must he able to judge the 
actions and inactions of the government 
in powei with icfcrence to the contnbu- 
tions made by indastnal houses and busi¬ 
ness to political parties Fhis alone will 
bring about transparency and e.stahlish 
public accountability of the government 
This coupled with the right to information, 
if and when granted to empower people, 
will provide the necessary safeguards and 
inuxiduce the long overdue reform of the 
political .system. 

CRIMINAU.SAIION Oi- Poi.niCS 

Another large, growing and unsustain¬ 
able buidcn of the kind of ifemocracy we 
have given to oui selves is that of 
cnminalisaiion of the political system and 
the overwhelming nexus between the 
criminals, politicians and bureaucrats. The 
Bofors case, bank scam, telecom scam, 
IndianBank scam, llavalaca.sr, Iharkhand 
Mukti Morcha case are only a tip of the 
iceberg which can sink the mighty ship 
of the state, like the invincible Titanic, 
without a tiace Thesi' arc not just ca.scs 
oi systemic failure, as is often sought to 
be made out Corruption has literally eaten 


into the vitals of the polity. It is not, 
therefore, surprising that, year after year, 
India continues to be listed as one of the 
10 most corrupt countries in the world by 
Tran.sparency International. It was disap¬ 
pointing to sec that the Supreme Court 
remain^ satisfied by riKrely converting 
the office of the chief vigilance commis¬ 
sioner into a statutory office and did not 
pursue proposals for the creation of a 
constitutional office with adequate safe¬ 
guards to investigate and pursue the cases 
of nexus between the criminals, bureau¬ 
crats and politicians. The idea of appoint¬ 
ing special counsel with necessary statu¬ 
tory backing to pursue these cases fear¬ 
lessly. diligently and energetically in the 
courts did not receive adequate attention 
either 

The ability to win has become the sole 
entenon for selection of candidates by 
political parties All national and regional 
parties have blatantly put up persons with 
cnminal background as their candidates 
with total disregard for the increasing 
public concerns and di.sgu.st on this score 
‘My thug IS better than yours’ is the only 
refrain of the political leaders Under the 
existing legal provisions, a person can be 
debarred from contesting an election only 
if he IS convicted by a court for a certain 
minimum period. But it is necessary to 
note that contesting an election is not a 
fundamental nght. And even if it was to 
be .so, reasonable restnctions could al¬ 
ways be imposed But there has been iki 
political will to put such restrictions. With 
a view to cleanse public life, it will be 
reasonable to lay down that if a person has 
been charge-sheeted in a cnminal ca.se by 
a court, she should be debarred ftom 
contesting any election, whether to a co¬ 
operative institution, local body, state 
legislature oi parliament, till the case is 
finally decided. Pending .such an amend¬ 
ment of the law, it mu.st be made obliga¬ 
tory on a candidate to make an affidavit 
at the time of filing his nomination whether 
there an' any cnminal cases pending against 
him and, if so, to furnish all the details 
thereof. It must be statutonly binding on 
the returning officer to publi.sh these details 
widely, for information of voters, in re¬ 
spect of all candidates, immediately after 
the last d,..e for the filing of tlu: nomina¬ 
tions is over. 

The experience of a number of countnes 
shews that economic reforms are more 
difficult to implement in democracies than 
m authontanan or totalitarian regimes 
This is all the more so in situations of 
political instability and coalition politics. 
This IS fully borne out by the Indian 
experience. This is not to advocate dilu¬ 
tion of ticmocratic norms and functioning 
in any way. But, it is necessary that a note 


of this experience is taken to see the ways 
in which the decision-making process can 
be made less time-consuming and more 
focused. It is high time greater urgency 
is brought to bear on the process. Political 
leaders will have to be prepared to take 
the challenge of creating public opiiuon 
in favour of reforms. Conscious effort will 
also need to be made to depoliticise the 
decision-making oneconomic matters. We 
must endeavour to prove that the adage 
“what is nght in economics is wrong in 
politics" does not hold true for India. A 
tall order but a challenge worth taking. 

Some costs of democracy cannot be 
quantified but they are so high as to 
adversely affect the quality of life and 
increase the frustrations and helplessness 
of people who.se interests the democracy 
is expected to safeguard Only one ex¬ 
ample .should suffice to bring home the 
point. The neglect of the population prob¬ 
lem over the last five dec^cs has enor¬ 
mously increased the costs of develop¬ 
ment India IS known world ovci, not as 
a nuclear power hut, as a country with the 
highest number of piKir people and there 
are no prospects in the near future of this 
picture undergoing any major change It 
is as if one has to keep running to remain 
where one is. By any definition, a leader 
IS supposed to lead but India has seen the 
leaders of political parties becoming meek 
followers of populist causes with no 
political courage to give a new direction 
to the country Competitive populism has 
become the hallmark of all political par¬ 
ties The a.s.scrtion of so-called popular 
will, as peiceived by leaders of political 
parties who have effectively become 
purveyors of populist causes, has become 
the banc of the system. Calling a spade 
a spade is considered a political suicide 
Theelusivc 'common man’.in who.se name 
decisions arc taken brazenly to benefit the 
vested interests, powerful interest groups 
and vote hanks, has no real voice in the 
system. No one talks of his empowerment. 

There arc some costs of democracy which 
can and should be rigorously and dili¬ 
gently assessed from time to time to bring 
home the benefits foregone by the people 
at large. One of these relates to the delays 
in taking decisions which lead to enor¬ 
mous time and cost over-runs on projects. 
Indian experience is replete with such 
cases. The other pertains to populist de¬ 
cisions taken by the governments when¬ 
ever elections are due. To cite only a few 
examples: The commercial losses of the 
state electricity boards have crossed 
Rs 13,000 crore a year. The cross- 
subsidisation of electricity tariff for agri¬ 
cultural and domestic consumers has 
reached unconscionable level of over 
Rs 30,000crore annually. Misdirectedand 
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unbnseted subsidies have drained the 
exchequer of thousands of crores of ru¬ 
pees over the years. Delays in tevision of 
administered prices nearer election time 
have cost the country crores of rupees. The 
upward revision by government of 
Maharashtia in May 1999 of ad hoc 
advance pnee for procurement of cotton 
under the monopoly procurement ot cot¬ 
ton scheme is yet another example of a 
populist decision on the verge of impend¬ 
ing elections This is particularly serious 
in view of the fact that this scheme has 
incurred a lo.s.s of over Rs 1,6(X) crore 
during the last lew years The cumulative 
co.st of these decisions nas been astro¬ 
nomical. 

It is a misconception that democracy 
means the same thing in all countnes. to 
ail people and at all times. Its basic pre¬ 
cepts such as government of the people, 
by the peo|)lc. and for the people take a 
different hue accotding to the socio- 


THH BJP-led hindutva dispcn.sation, 
which always seemed to have one fixit 
in the grave and one in its mouth, has 
been given a bunal But dc.spite the un¬ 
certainty that sui rounded the govern¬ 
ment’s la.st days in power, it did go ahead 
with things which were very dear U> its 
unhidden agenda Or lather, since the end 
seemed inevitable, there was a certain 
indecent haste in pushing some last- 
minute policy initiatives And this re¬ 
mained unnoticed in the mainstream media 
which was more worried about the con¬ 
tinuance of the nght-wing regime For 
instance, dcspiu; the Vajpayee regime's 
ides of.March having begun (literally), 
the union human resources development 
minister, Mutli Manohar Joshi, announced 
that 1999 would be the ‘Year of Sanskrit'. 
And it was declared that the “fcKus of the 
year-long celebration would nut only be 
the popularisation of Sansknt among the 
genend public but also such programmes 
that would lead to the long-term and 
permanent development of Sanskrit" {The 
Hindu March 14. 1999). 

The report mentioned plans such as 
Sanskrit academies in states, children’s 


politico-economic ethos in a country 
Otherwise, countries would not have called 
themselves democracies while at the same 
time denying voting rights to women, and 
continuing ^ practice of slavery, apart¬ 
heid, caste system and so on. Clearly, 
democracy means different things, say, in 
tht western world, Alrica, 1 Jdin America 
or Asia Democracy is more country-spe¬ 
cific than IS generally recognised. This is 
amply brought out by the extent to which 
the strength, vigour, vitality, durability, 
transparency and account^ility of the 
democratic institutions differ from coun¬ 
try to country Ixxiked at from this angle. 
It ch>es not mean much if wc keep on 
harping on the fact that India is the worid'.s 
large.sl demix'racy. Democracy need not 
be synonymous with bad government It 
IS time we realise this and try to minimise 
the heavy eosts wc are paying by neglect¬ 
ing the inipurtant tasks of institution- 
building. We need to reinvent democracy 


literature in .Sanskrit, Sanskrit conversa¬ 
tion camps and seminars on ‘Sanskrit and 
science' in schwds and colleges This is 
in keeping with BJF’s zeal to put Sanskrit 
high on the HRD niinisUy’s agenda. The 
'saffroni.sation' of education that was 
sought to be pushed earlier and the com¬ 
pulsory ‘Saraswati Vandana’ that still 
continues in LUtar Pradesh have not gone 
unprotested However, the declaration o* 
1999 as the 'Yeat of Sansknt’ has .slipped 
by almost unnotued 

In the context ol such keenness to pro¬ 
mote the study o( Sansknt, it would be 
relevant to see what this classical lan¬ 
guage had connoted and stood for when 
It was supposed to have been in its peak 
(in the Gupta period), and how it is Engli.sh 
that largely plays such a role today. 

Very often the status of English in 
modem-day India has been compared to 
that of Sansknt and Persian of the eia.s.sical 
period. Personalities as various as 
Jawaharlal Nehru, P Lai (a pioneering 
publisher who promoted Indian writing in 
English with a missionary zeal) and A K 
Ramanujan (eminent linguist, translator, 
scKiai anthropologist and poet) had sug¬ 


gested (each for different reasons though) 
that the position of Sansknt in the Gupta 
period - it being the language of the court, 
the ruling elite - compares favourably 
with that of English today. 

True, the brahmanical elite during the 
nationalist movement and in the immedi¬ 
ate post-indcpendencc phase held a tight 
English leash over the institutions of power/ 
knowledge. But one has to acknowledge 
the fact that (western/ colonial) 'moder¬ 
nity' that comes with English in some¬ 
thing that IS not inaccessible to the 'un 
touchables’ - the daliLs andbahujans whose 
marginalisation has been justified ovei 
ccntuncs by dominant varieties of Hindu¬ 
ism. Today, English is a language dalit- 
bahujans can aspire to. unlike classical 
Sanskrit which they were kept away Inun 
That the Sanskntic vedas were not sup¬ 
posed to be read (or even heard) by the 
sudras, ati-sudras and women is .some¬ 
thing that IS upheld by authorities like iiie 
Manusmrilt and the Ctla. 

There is no record of Sanskrit (*dcv 
hha.sha‘, language of the (Aiyan) gixls, as 
It IS exclusively called) ever being a 
demix'ralic language that was accessible 
to the mas.sc.s. It was never the mother 
tongue, akvays the father tongue, us 
Ramanujan reminds us when commenting 
the poetry ul the hhakti movement, which 
tor the first time, aftci the Buddha’s 
delibetalc recourse to Pali, spoke in a 
nuxher tongue and fcxged a liteiature ot 
and for the ma.sses The point simply is 
that there was a .sanction against Sansknt 
being acquired by thcdalit-bahuians Lack 
of ai'ce.ss to Sansknt (and hence to the 
‘agrahara’ and court) meant lack of space 
in what the ‘vama-dharmic’ forces upheld 
and celebrated as culture, knowledge, 
powcf In fact, an adjectival form of the 
very word Sanskrit comes to connote 
‘culture’ (‘sankntiya’) This meant that 
Prakntic expressions were not recorded ir 
official histones as amounting u> culture 
or sometimes, like bhakti literature, were 
co-opted into an all-devouring Hindi 
inainstieam. 

Sansknt. in the 'glonous, classical 
penod worked like a secret code language 
access to which was determined by one’: 
birth into a certain caste and gender. It wa< 
the high language in which all the fule< 
ol srx'icty (Manu J, grammar (Panint), .state¬ 
craft (Kauti lya), mathematics (Aryahhatta), 
performing arts (Natyashastra), etc, were 
wntten. Exc'lu.sivity wasitscsscnce It was 
never the day-to-day language of emo 
lions even for those who used it for spe¬ 
cific purposes. It was the language ol 
metaphysics One did not, docs not make 
casual conversation in it It was tlie Ian 
guage ol the intellect, of the intellcc tuals, 
of the sacral hterati Why bahujans. even 


Sanskrit, English and Dalits 

S Anand 

Unlike Sansknt, there are no scriptural injunctions against the 
learning of English; English is theoreticall\ as accessible to dalits 
and women as it is to the 'dwtjas' However, the brahmanical classes 
have monopolised the use of English (as also other symbols of 
western modernity) and have justified the denial of the same to the 
dalits, sometimes even reading their faulty' use of the language as 
acts of resistance/rejection of colonial mfulernity 
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‘upper caste’ women were not allowed to 
speak Sanskrit - in Kalidasa’s plays, 
women characters always speak Praknt, 
never Sanskrit. (It mast be stressed here 
that the story of Tamil, another classical 
language, is very difierent. Unlike San- 
sknt. It has been alive as a discourse both 
at the high literary level and the day-to- 
day realm.} 

Sacred Sanskrit has always been a dead 
language Even when Kalidasa was writ¬ 
ing his ‘cla.ssics', Sanskrit was hardly the 
understood language of the day, in his 
own times the plays were performed only 
after being suitably adapted into Prakntic 
versions that could he intelligible to the 
viewing public of the day The dead weight 
of Sanskrit, however, lemains a burden on 
us even in 1999, in (he form ol the ‘Year 
of Sanskrit'. 

The somt cannot he said of the .status 
of English in modem India, even when its 
comparison with Sanskrit seems inevi¬ 
table at surface level At least theoretically 
(if we see the Constitution as a piogrcssive 
text that dusplaccs the Manmmnti) there 
are no iniunctions whatsoever against the 
learning of English StKially, there have 
been (and still arc) piohlems in the way 
of aspirants from disprivilegcd back- 
gmunds But the modern-day Coastitu- 
tion (written in English) and ‘authored* by 
a dalit, B R Amhedkar, opens a range of 
possibilities hitherto unknown in Indian 
society 

If we were to employ a motil from 
Shakespeare’s The Tempest, the dalit- 
Caliban never got to learn ^anskrit to 
answerback his Prospero ‘You taught me 
language and my nrolit on’t is/1 know 
how to curse you ‘ In fact, the brahman- 
Prospero never allowed the dalit-Caliban 
nearhislanguage(Sanskiit) I'cxlay'sdalit- 
bahujan, of course, does not find himself 
in .such an unnegotiable position vis-a-vis 
English 

We may hence attach a good deal ol 
significance to the symbolism of having 
a dalit politician like Amhedkar play a 
crucial role in shaping what theoretically 
IS the most progrcs.si ve Constitution in the 
world Nm only did Ainbedkar give shape 
to the Constitution, he was also the law 
minister in independent India’s first par¬ 
liament All this - an ‘avama' who has 
no place in the Sanskritic order of things 
playing a crucial role in shaping the laws 
that govern modem civil society ~ goes 
against the very essence of Sansknlic 
diktats. And we may also he glad that our 
Constitution has been wntten in English 
Such a work could not have been written 
in .Sanskrit 

The casteist elite quotes memonsed 
titbits like the ‘gayatn mantra' and cou¬ 
plets from Gtta shlokas to flaunt its San¬ 


skrit (a rote learning) and thus hold the 
‘spiritual’ realm under its control. But 
today, it is English that is used to maintain 
power over more day-to-day activities - 
the ‘material’ realm. And hence control 
ovm-English meaningdenialofittoothers 
-becomes importantfor the English-speak¬ 
ing section of India which amounts to a 
mere 2-3 per cent of the populauon. 

English, however, has no notion of 
sacredness attached to it It is something 
a person may aspire to. irrespective of 
one’s vama, religion or gender. On the 
contrary, the very notion of democracy is 
something that Hinduism's ‘sacred’ San¬ 
skrit texts do not account for. English, for 
which we seem to be making a case purely 
in the context of the Sanskrit-Enghsh 
debate, is of course a language that an 
imperial power ased to enslave a major 
pad of the world, including the Indian 
subcnniincni But it was somcth'ng that 
the local Ariel-clitc (to u.se The Tempest 
mold again) immediately acquired to help 
the Biitish administer India From being 
court ‘giimasthas’ to civil servants the 
brahmanical clas.<>cs took easy pndc in the 
fact that they could acquire English and 
serve the new political masters while 
negotiating for themselves a crucial space 
in the emerging social order. 

But the coming of ‘English’ also opened 
up a new realm of ideas - the European 
enlightenment concepts of liberty, equal¬ 
ity, fraternity, and hence justice and rule 
of law. Again, it is the Ambedkars of India 
who become alive to the practicable as¬ 
pects of these concepts, while the upper 
caste elite represented both by the Shyama 
Prasad Mookhcijee and the Nehru, T T 
Kiishnamachan kind were and are inter¬ 
ested only in the intellectual and textual 
possibilities that these ‘western' concepts 
open up. They would be eloquent in their 
use of English and apparently understand 
the ideals of liberty, equality and frater¬ 
nity. some like Nehru would even let 
themselves be influenced by events like 
the Bolshevik revolution. Bui when it came 
to disturbing the core of ‘Hindu’ society 
w ith the kindot changes that an Ambcdkar 
was hopingforas law minister-through the 
Hindu Code Bill, which aimed at pnivid- 
ing the -eople of India a new social struc¬ 
ture of kinship, mainage and inhcntancc, 
a law which aimed to undo the institu¬ 
tionalised evils of caste and painarchy 
way back in the 19.^0s - the oithrxfox 
Hindu elite strongly resisted such a change 

This laigcly explains why innumerable 
things our Constitution wishes for are not 
put into practice to point just one in¬ 
stance, untouchability is lego-juridically 
a crime, but then most 'uppeicastc' Hin¬ 
dus would be (unpunished) criminals by 
that count. 


In saying all this, one is of course taking 
for granted the ‘nationalist belief - the 
notion that India as a nation is as old as 
the vedas and Himalayas, as old and time¬ 
less as Hinduism as a futh is claimed to 
he. We are not for the moment trying to 
disturb the imagination, the dream rather, 
that the Indian national fabric has to be 
protected come whM may. In other words, 
in talking of Enghsh, Sanskrit and even 
daliLs as pan-Indian categories, we tem¬ 
porarily accept the belief that we have to 
negotiate our identities within the rubric 
of the nation state (more of a state, less 
of a nation till the B JP took over) that India 
is. 

The point here is not whether dalit- 
bahujans all over the country are using 
English loassert theirposilion today .They 
are of course doing this in languages they 
arc comfortable in. But this again docs not 
mean that a dalit from Andhra Pradesh is 
comfortable articulating his problems in 
‘standiudiscd'Tclugu-aSansIcnticTclugu 
that is prc.scrihed by textbooks. Kancha 
Ilaiah. adalit-bahujanthinkci from Andhra 
Pradesh, theorises, in English of the 
purposelessness of dalit children being 
forced to acquire a culture that is alitn to 
them thniugh a language which is fai 
removed from their social world - 
brahmanical tKxikish Tclugu having noth¬ 
ing to do with the production-based 
matcnality of the dahts’ Telugu 

So, when we look at the interstices 
between Sansknt, English and Sanskntised 
‘regional’ languages (the Praknt) and what 
these spaces mean in the everyday dis¬ 
course of our civil society, wc .sec that the 
'quota' candidates tend to look upon 
English (in which ‘upper caste students 
.seem to ‘excel’) and a command over it. 
as a tcKil that would help them overcome 
their perceived inadequacies, and. in fact, 
look at the brahmaniscd ‘bha.shi’, which 
they arc forced to identify as their mother 
tongue, with contempt. This realisation of 
the importance of being articulate in 
English IS particularly felt at the college/ 
university level where the bahujan comes 
into aintact with the ‘posh, convent-edu¬ 
cated urban types'. 

Studies conducted by students of sockv 
logy and linguistics departments at the 
Central University of Hyderabad reveal 
that dalit students from rural, semi-urban 
Telugu medium backgrounds lend to at 
tnbute their ‘poor performance' in the 
academia - in terms of low scores - to a 
lack of command over English. But here 
too, the student does not And help forth- 
aiming ‘Bad English’ is frowned upon 
and the dispnvilcged students’ sense ol 
handicap is reinforced by the system'* 
indifference typically expressed as, ‘can’i 
do anything about it at this late stage’ 
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Thrown into such a hostile world, the daiit 
student obviously docs not perform as 
well as his/her 'upper caste’ counterparts. 
The 'dull' dalits forever seem to lack 
‘merit*. All the good niaiis are scored by 
the 'bright' English-speaking students. 
And thus the dalit-bahujans forever seem 
'iu be in need of ‘reservations’. 

Such a systemic denial of English (taken 
as symbohc of things modern) to the dalit- 
bahujans in omtcmporary India - .some¬ 
thing that is not sanctioned by the system 
Itself - shows that it is here that the ‘upper 
caste’ urban Indian uses English like he 
did Sanskrit in the imaginary ‘golden, 
classical’ era. It is thus that the genuinely 
democratic possibilities that English could 
have otherwise opened up in a ca.stc 
>.ociety like ours have been nipped in the 
bud by a casteist elite (hat docs not let go 
of power by .subverting the potential of 
each new challenge - here, we M*e English 
js one such symbolic challenge - to .serve 
Its own ends 

Such an ;:um mt ol English fur dalits, 
wc would be told, is uncritical of the fact 
that English was a coloniser’s tongue and 
the coloniser's inlcntiuns in impu.sing his 
language on the ‘natives' were never a 
noble one. So, why extend it to dalits? 
Why not, rather, romanticise them as that 
scdioii of siKiety ‘unpolluted' by western 
aspirations and argue for letting things 
icmain as they arc'* And even perhaps ask 
them to continue with their hereditary 
Laste occupations in villages'^ Also, it 
would be pointed out that but for a fraction 
of dalits, who because of their exposure 
to higher education aspire to English, the 
l.irgcr mas.ses share a histoncal resent¬ 
ment towards Englitth and all that it cultur¬ 
ally symbolises modernisation/urbani- 
sation/and now Amciicani.sation 
Linguistic scholars like Prubal Dasgupta 
jtin The Otherness of English) have even 
rationalised the ‘bad English' of the dalit- 
bahujans as one form of reststance to and 
subversion of colonial modernity by the 
'Bharat' that is not ‘India' Dasgupta 
manages to read great philosophical, in¬ 
tellectual and political meaning in Bharat’s 
'ic.sistance’ to and 'discriminatory' u-se of 
the symbols of western/coloiiial moder¬ 
nity, of which English is something he 
discu&ses at length. 

English IS still a ticket, but to a job matket 
than to a cultural elite One leanis English 
in India on the basis of instrumental rather 
than integrative motivation. This leads to 
a relatively shallow knowledge of the 
language. For today's Indians, English is 
a technical means to personal ends. It is 
held « arm’s length from the mainsprings 
>. of their personaliue.s.. (1993: 79) 

^Vith this premise, ht* goes on to argue 
towards the end of the book, by when the 


India (d page 79 becomes ‘Bharat’, and 
today's Indians 'Bharauyas', that 
This refusal the typical learner in Bharat 
achieves by focusing in an exaggeratedly 
formal fashion on the content of what is 
leamt, by memorising lists of points, by 
treating cxaminalinn stKcess as a deflni' 
live correlate of adequate masteiy... and 
thus refusing to engage any personal el¬ 
ement . in the job of learning (183). 
This sense of ‘discnmtnation'. which 
Da.sgupta bestows rather patronisingly on 
an almost castcwisc unspecified Bharatiya 
(rural?) learner, results in ‘fragmentary 
learning' where the Icarneris seen as being 
able to 'welcome some material and resist 
the rest' (183) Does this learner occupy 
a daiit position? Da.sguptadoes not specify; 
but It seems so On the whole, what we 
read as the denial oi Englrsh (among acceiui 
loothersymbolsof modcmity)by acasteist 
elite, occurs in the linguist’s account as 
a form ol intelligent (yet romanticised) act 
of resistance whose roots arc mischie¬ 
vously traced to the bhakii period's resis¬ 
tance to ,Sansknt and things Sanskntic 
(p84. 147). 

In Dasgupta's framework, such resi.s- 
tance which results in a deliberate 'faulty 
and fragmentary' acqucsition of English 
explains the ‘mistakes' the so-called 
Bharatiya (as opposed to 'Indian') makes 
in hi.s/her use of the language So the 
conclusion that wc have to draw is that 
the daiit learners - if wc arc forgiven our 
undenitandiiitsDa.sgiipta’sTnisrepresented 
Bharatiya as that - have a certain stake 
in their apparent rcsisidnee tu not just 
English hut other things 'modem' (as in 
'western'). So when the ‘typical learner 
in Bharat* re.sorts to rote learning (that is, 
simply memonses lists of points from an 
examination point ol view using ‘kunjis'. 
gutdelHKiks) we are asked to understand 
this as an act of subversion into which 
great political meaning is sought to be 
read, and not as an inherent flaw in a 
patently dalil-unfncndly pedagogy. 
DasgupU, of course, points out that this 
is a re.sult of the ‘Iiidia-hased, teacher- 
centred' (as opposed to Bharat-hased, 
learner-centred, in his lexicon) approach 
of the system, hut then again according 
to him. in this learning game ‘the learner 
controls by giving the teacher a lot of long 
rope’; the learner is not fully and 'emo¬ 
tionally' involved in the act of learning 
(English). What in our reading figures as 
a method that ensures that the dalits and 
‘shoshits’ are not empowered by a system 
which seeks to produce 'good' speakers 
of English (apart from scientists, engi¬ 
neers. doctors.. and, of course, linguists) 
from among only the upper castes, be¬ 
comes for Dasgupta a metaphor for 
‘Bharat’s rejection of western modernity'. 


If we extend tlic logic of such a dis- 
empowenng reasoning, it would mean that 
when a daiit student is awarded less marks 
Oust pass mai1(s,oras in most cases not even 
that) because of his/her 'faulty English’ 
It IS actually an act of resi.stance. By the 
same logic the fact that a lot of ‘Bharatiy as' 
drop out of the education system at dif- 
leu lit levels from primary schools to 
university will also be sought to be read 
as an act of conscious resistance Such a 
rationale, of course, has another subtext 
to It; the teachers ol English (as a lan¬ 
guage) can now draw theoretical solace 
by pointing out that when the daiit is being 
awarded low scores lor ‘his lack of grasp 
o( correct English', it can’t he really helped 
because it is an act of wilful ‘Bharatiya’ 
resistance to the hegemonic influence of 
English-modcmity At a Icssobvious tevcl. 
It IS one way of hiding the unwillingness 
ol the (mostly upper caste) teacher (some 
one like Prohal Dasgupta him.sclf in a 
ctas.srDom situation) to devise methods 
that might enable 'Bharatiya' (rural/dalil) 
learners to he aiticulated in English on par 
with their 'Indian' (urhan/upper caste, 
middle class) counterparts, .uid at a more 
obvious level it is one way of attributing 
an imagined agency to the ‘reluctant learn¬ 
ers’ and thus c.scaping the blame of inbred 
intellectual and professional la/incss ' 
Compared to the usual middle cla.ss- 
upper caste rca.soning which says some¬ 
thing like the hahufans anyway ‘lack ment, 
therefore are not good at ^glish', the 
Da.sgupla kind of rationalising which .sees 
the 'shallow u.sc of the language' as a form 
ol resisting rntxlemity seems more politi¬ 
cally dangerous If we were to cut ail the 
crap of theoretical jargon, both thc.se 
positions emerge as clas.sic (ustifications 
Hv which the language ol power may he 
sought to be denied to the bahujans The 
upper castes and classes fear to have the 
oppressed learn the language ofpowerand 
do what they (the ‘twice-Kim’) are sup¬ 
posed to do best In political terms, such 
kmiwledge would only result in the dalits 
getting ideas* ideas like converting to 
rhn.stianity or harking hack to Buddhism, 
ideas that will enable them to mount a 
critique of the 'knowledge' that has been 
u.scd to oppress them, ideas that will make 
an Amhodkar mount a powerful critique 
of Hinduism in his Riddles of Hinduism 
and Annihilation of Caste, that will result 
in an lyothee Thass claiming an authentic 
Buddhist past for the Pariars; ideas that 
will result in a category like militant 
Mandhi daiit literature, books like Kancha 
Ilaiah' sWhylamNota Hindu which gives 
a call for rewnting all history from adalil- 
bahujan viewpoint, ideas.. ideas - some¬ 
thing the dalits in the first place are not 
supposed to have at all 



A few rematlcs about dalit writings in 
English would be pertinent in this context. 
Today, we see a number of inteiiectuais 
like Gopal Guru, Kancha Daiah, Bojja 
Tarakam, Katti PadmaRao. VTRajashekar 
and others articulating the dalit point of 
view in English. Of course, B R Ambedkar 
was farsighted in realising the impuitance 
of writing all his works m English. On the 
other hand, someone like M K Gandhi, the 
darling and holy cow of the Hindu intei> 
ligcntsia, did not have to really bother 
about being inaccessible because of his 
use of Gujarati Oust like Adi Shankara- 
chary a enjoys an all-India access/ sanc¬ 
tion despite his recourse to Sanskrit - a 
reat tionary gesture especially in the light 
of the fact that the choice of Sanskrit went 
against the then popular democratising 
influence of non-Sanskritic bhakti) 
Gandhi’s iconisation and prompt 
saintificatiun ensured that all forms of 
media are used to din in his ‘messages’. 
On the radio. ‘What Gandhi Said’ (‘Gandhi 
Anjah’) is a regular ieature in all lan- 
guagci Hisbooksaieniadeavailabieeasily 
and cheaply His quotes adorn public 
spaces He is the subject ot venerativc 
bmiks, films, art He is the most accessible 
though also perhaps comparatively less 
read We will be however told that the 
post-Mandal penod has seen a proli¬ 
feration of Ambcdkai's statues/framed 
photographs; hut that even today it is 
extremely difficult to get hold of a copy 
ot Ambedkar’s work does not bother 
many The government of Maharashtra 
publicatioas are there, but that seems to 
be the worst possible way of pubiici.sing 
the man’s work And given that such 
difficulties have to be contended with, 
had he not wntten in English, he would 
certainly not have become a pan-Indian 
figure. 

This would become more clear if wc 
look at the case of another anti-Hindu 
contemporary of Ambedkar, E V Ramsami 
‘Penyar’ ThefewtranslationsofPeriyar’s 
.specches/wribngs into English that aie of 
late becoming available seem to be doing 
m«ve of a disservice to him, so much so 
that they seem to put off even a prospec¬ 
tive non-Tamil reader, e.specially if he/she 
IS a stranger to the t much-maligned) non- 
brahmin movement of the south. The same 
IS the case with someone like Jotiba Phule 
who is virtually unavailable to non- 
Maralhis During a pnvate conversation. 
siKial scientist Gail Omvedt recently told 
me that Ambedkar’s decision to write in 
English was a conscious and deliberate 
one 

Here, we do not contend with ‘profi¬ 
ciency' in English as much as with the fact 
that an attempt is being made by daiits to 
articulate their viewpoint in the language 


that connotes powm', despite the tfifficul- 
bes that surround such an effmt We are 
more concerned about the social, cultural, 
economic and intellectual weight that a 
statement made in English (like llaiah’s 
Why i am Not a Hindu) cairies and how 
the same statement in a ‘bhasha’, even if 
made more intelligibly, fails to make much 
headway. And for this very reason, the 
stance taken earlier in this article - we may 
make much of the fact that our Constitu¬ 
tion has been wntten in &igiish; such a 
work could not have been written in 
Saasknt - stands. 

Today, if someone like Kancha Ilaiah 
IS being reckoned with, despite typical 
dismissals of his being ‘unscholarly’, it is 
because for the first time after Amb^kar 
a dalit wnter is being packaged and sold 
in English, if not with the kind of hype 
that suiTounds Arundhati Roy and Salman 
Rushdie at least with a fair degree of 
savviness. This underscores two things: 
the importance of speaking in Engli.sh, a 
language that has ^n monopolised by 
the hrahmamcal elite and demed to daiits; 
and secondly, that it is a myth that daiits 
resist English/ nKxJemity. To give another 
example, the pan-Indian popularity of a 
journal like Dalit Voice owes to the f;^t 
of Its being published in English 
In such a scenario, the atavistic gesture 
of saying that Sanskrit academies will he 
opened up. universities set up, the 'dev 
bhasha’ will be popularised - all this 
hopefully without hidden ca.ste nders - 
will not mean a thing as tar a.s empowenng 
people IS concerned The learning of 
Sanskrit today is not going to materially 
help anybody irrespective of caste. 'The 
hrahmamcal classes, who know this best, 
have taken to English and monopolised 
It. At such a time, making Sanskrit avail¬ 
able to all (irrespective of ca.ste, unlike in 
the inglorious ‘ancient times’) might sound 
like a symbolic progressive move. How¬ 
ever, it IS clearly at least a good 2,000 
years late in coming. And even if a new 
government comes to power, it cannot 
‘roll back’ the declaration of 1999 as the 
‘Year of Sanskrit'. 

Notra 

I W ham Shakeepearr's play The TemptU 
anticipates the colonial panuligm where the 
duke-tn-exilr, Prospero. ends up in an island 
that belongs to Sycorax, who is made out to 
be a wiich-figttie whose ‘magic’ Prospero 
learns, only to use the same to colimise the 
island and enslave Sveorax's son Caliban, an 
indigenous inhabitant who is ammalised in the 
play (he ‘smells like a fish') and refened to 
as a misshapen monster having no language, 
no culture, ^pite which he (Caliban) insists 
‘This island IS mine ’.Parallel and m contrast 
to Caliban, who does not rrand swearing at 
Prespeni and his daughter Miranda in the 


langiiage he leant fnmi them, IS Ariel, a fiuiy 
like cieatuie, also a‘native’of the island, whi 
ia glad to serve Prospero though he too want 
to be set free one day The Ariel-Cidibai 
contrast had engaged, fascinated and angeiei 
the intelligentsia of other (post)-coloiiia 
contexts, especially in Latin America, lesultini 
m intellectoals like Retamar and Memnu'i 
brilliant use of this paradigm, literally am 
metaphorically, to understand their owi 
situations More recently. Caribbean poet Dmel 
Walcon levenes The Tempest paradigm m lui 
Pantomime. However. English departments ii 
India - centres dominated by a biahmamca 
crowd - even as they swear by Shakespean 
and his universal greatness never senousl; 
discuss the colonial paradigm of The Tensest 
(hough It seems that given our immeduii 
history of British colonialism such a discussiui 
and engagement with the text would bi 
politically most meamngful Rather, Engbsl 
department peisonalities like C D Naiumhaial 
congratulate themselves over their outngh 
rejection of Caliban Without the slightcs 
self-umsciousness of mtellectual poverty it i- 
iinnounced that even “In the worst daysot ou 
natmnal struggle no Indian patriot whi 
incidentally knew his Shakespeare better that 
some professors of English, brought himsel 
to mouth Caliban's ‘You taught me languagi 
and my profit on’i is I know how to curse you 
On the contrary he pined with Mitand. 
lProspero'sdaughter|forthr ‘brave new world 
and 'our little life is rounded with sleep' ‘ 
1 1990. 174) This assertion, even as late as n 
IWO. best captures the spin! of brahmanisatiui 
that has overseen the traiectory of English ii 
India 

2 It must be made elcat that we are limiting oui 
discussion here to the non-literary use in 
English in India, the use of English foi 
‘discursive purposes’ as distinct froii 
‘literature’ (as defined in tlw coiivcntion.r 
English department sense of the term) For hr 
assessment of the ’literary’ output by Indian- 
in English, we are loially with Dasgupla'- 
bnlliant demolition ot this much hyped oiu. 
celebrated body of writing that goes under thi 
guise of Indo-Anglian writing or Indian wntini 
in English See chapter 3 of his The Otheme\i 
of English, particularly, pp 111-44, whit 
makes a case for ’the non-sobstantiidily i 
Indian English’ 
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Continuing Rise in Drug Prices 

Brand Leaders Show the Way 

WUivaaRane 

h is puzzling that major drug companies and their associations 
should be claiming only a modest overall rise in drug prices over the 
past year, when a productwise analysis of the prices widely used brand 
leaders show that there has been a sharp rise in prices of drugs. 


Theeamingsofi 1 leading phannaceutical 
companies grew some 23 per cent for the 
financial year just ended, and their 
performance in 1949-2000 hinges on 
domestic sales and the government’s 
pharmaceutical pncingpolicy. In 1998-99 
new sales grew an average ot 13.2 per cent. 
Average profit growth was heavily 
influenced by Rhone Poulenc earning** 
which grew 134 7 per cent, and Novartis 
India, which rose 95 |ier cent. The profits 
of Rhone Poulenc were boosted by 
depreciation wnte-backs. following a 
change in the method of calculation... 
Economic Times. June A 

THE prices of all leading drugs have 
increased with the products of the Rhone 
Poulenc and Novartis seeing the sharpest 
nse (MX Table). Thus their net earnings 
have increased because of the rise in drug 
prices and not merely by the change in the 
method of calculation. 

As a justification fur their demand for 
decontrol of drug prices the Indian Drug 
Manufacturers’ Association (IDMA) and 
Organisation of Pharmaceutical Producers 
of India (OPPI) have cited a report of 
Operation Research Oroup - Marketing 
arid Research Group (ORG-MARG). Th^ 
claim “It will be seen from the analysis 
that the overall price increase in 1998 over 

1997 at 1.8 percent is in fact lower than 
in 1997over 19% (2.8 percent). Mmeover, 
the increase in dKontrollcd products is 
not excessive at 3.3 per cent (slightly less 
than last year 1997 over 1996 - 3.6 per 
cent. As against this modest increase in 
the prices of medicines, the Wholesale 
Pnee Index (WPI) rose by 7.0 per cent in 

1998 over 1997.” The analysis appears to 
be roisle^ing. Ask any retail chemist or 
a consumer and the immediate reaction is 
that the drug prices have sharply increased 
in recent months. This study analyses drug 
prices of only the leading brands over the 
year (April 1998-Aprii 1999). (For want 
of space other products which have also 
registered a rise in puces have not been 
included in the analysis.) 

Most of the cardiac pioductshaveshown 
a rise in prices. Commonly used diuretics 


like Lasix and Lasi-Lactonenowcost more. 
Isnsort)ide-S-mononitrate(mono 80 ibitrBte. 
imdur, monotrate. etc) has almost replaced 
the oldri isosoibide dinitiate (Sorthttate. 
etc) that were cheaper and now the prices 
of i*>o!ioibide-5-mononitnaeare increasing. 
This is the general pattern for all new 
drugs that are merely molecular changes. 
The cost ol monosorbitrate of Nicholas is 
the highest and the other brand prices are 
increasing to be on par. 

In the anti-platelets ASA SO of German 
Remedies is acetyl salicylic acid, i e, aspirin 
SO mg per tablet. Their prices are already 
on the higher side and now they register 
a further nse of 13.44 per cent. Dispirin. 
a popular brand of aspirin 3S0 mg (seven 
times the strength of ASA SO) and costs 
only Rs 2.S1 for 10 tablets, whereas 10 
tablets of ASA SO cost Rs 7.84. That 
means ASA-SO has one-seventh the 
concentration of aspirin (as compared to 
Dispirin) its pnee is 3.12 times the pnee 
of Dispirin. A cardiac patient regularly 
taking low dose aspirin can very con¬ 
veniently take a quarter tablet of Oi.spirin 
costing only 6 3 paise against ASA-SO 
costing 78.4 paise per tablet ( 12.44 times). 
One fails to understand how tne govern¬ 
ment allows a pnee nse for such a product. 

Crocin. popular bruul of paracetamol, 
and widely advertised in the media, has 
registered a price nse ofZO percent. Calpo, 
another popular brand has shown a price 
rise of 14.77 per cent. Now other brands 
will also push their prices up. Metacin, 
another popular brand of paracMamol costs 
Rs 6.2S for 10 tablets. 

Carfaamareptne is adrugcommonly used 
for trigeminal neuralgia and also as an 
anti-convulsant for epilepsy. The popular 
brands are Mazctol and Tegretol and their 
prices have nsen (of 200 mg and 400 mg 
tablets) by nearly SO per cent. Another 
popular brand of analgesic diclofenac 
sodium - Voveran has gone up as have 
prices of SO mg tablet There are so many 
brands of diclofenac sodium and the price 
of SO mg tablet varies from Rs 4.3S (for 
10 tablets) of Hindustan Antibiotic to 
Rs I0.8S of Unique There are different 


combinations of anti-spasmodic ^cyciu- 
mine under many brand iuunes.Syiialse8tic 
of JohnWvethandTiiganofCadilaare the 
popular brands and their prices have risen. 

Among the anti-TB drags, the prices of 
rifampicin have been reduced. The price 
of ethambutol has gone up Init the price 
of Myambutol of Wyeth Lederle remains 
the cheapest at Rs 1S.3I for 10 tablets of 
400 mg ethambutol. The price of 
pyrazinaipide has risen marginally and 
hence the price of multi-drug conibinations 
has gone up. 

Mox is the most widely used brand of 
the antibiotic amoxycillin and Rexcelhave 
registered a price rise for all formulations. 
The prices of other brands vary between 
Rs24.S0(for2S0mgcapsules)toRs 36.66 
and from Rs 43.08 to Rs 6S.33 for 500 
mg 10 capsules. The price of Oaramycin 
of Ftilford. 20 mg/2 ml ampoule has 
increased by 12.19 per cent. The price of 
Chloromycetin, a popular brand of 
chloramphenicol has gone up by 30 per 
cent for 250 mg capsule and 44 per cent 
for 500 mg capsule as has that of Lynx, 
the only brand of lincomycin (Wallace) 
which has gone up by 40 per cent. 
Rovamycin, the only brand of spiromycin 
of Rhone Poulenc shown a (Mice rise of 
66 per cent for 1.5 m lU tablets and 108 
per cent for 3 m lU tablets. Negaflox of 
Cadila has seen a price rise of 25 per cent 
to cost Rs 25.75 for 10 tablets of400 mg, 
but the most popular brand Nmflox of 
Cipla costs Rs 47 which is 80 per cent 
more than that of Cadila. 

Fakigo, the only brand of artesunate 
(anti-malarial cerebral) has gone up by 45 
per cent, both for tablets and injectables. 
The price of clofnzine (50 mg clofazimine 
for leprosy) of Astra IDL has gone up by 
33 per cent to be on par with Hansepran. 
Mebex (Cipla), a popular brand of 
mebendazole (for wornu) shown a price 
rise of 12 per cent and the price varies from 
Rs 4.75 for 100 mg six tablets of 
mebendazole to Rs 10.50 of Cipla. For 
albendazole, Bendex of Protec shows a 
price rise of 19 per cent, but the price of 
Rs 11.50for400mgalbendazol6ischeaper 
than the ;nost popular brand Zentel of 
SmithKIine Beccham at Rs 12. Nemocid 
(ipea), apopular brand of pyrantel pamoate 
(for mixed infections of worms) shows a 
price rise of 17 per cent for tableu and 
23 per cent for suspension. 

Tbe price of the most commonly used 
tranquilliser Caimpose of Ranbaxy 
(diazepam 5 mg tablet) has gone up by 9 
per cent. Buspirone Hcl, a drug for short¬ 
term management of anxiety disorders, 
Buscalm of Merind has registered a nse 
in price ot 37 per cent at Rs 13.80 for 10 
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I ABLE 


Pnklact/l'onipany/Pack 

Pace 

Aoril I99d Apnl 1999 
Ra n Rs P5 

Percent 

Ri« 

RsPs 

Anli-arnnhmii 

Ninpate iOO mg Settle 10 T 

42.05 

60 00 

42 69 

150 mg lOT 

63.11 

85 00 

34 69 

^nti-hvperteiitive 

Lurvas 2.5 mg Tonent 10 T 

20.50 

40 00 

95 12 

Natrilix 2 5 mg .Serdia 10 T 

56.39 

59 20 

500 

thurelii r 

Frusenex 40 mg Geno 10 T 

241 

3 00 

24 48 

KM) mg 10 T 

6 92 

860 

2448 

Lasix 40 mg Hoecht 10 T 

3.11 

4.21 

26 43 

20 nig ini 2 ml 

246 

2 81 

15 04 

Lasilacione SO Hoecht 10 T 

29 35 

.14 65 

18 06 

Ififi-ongiiui/ 

Angixed 0 5 mg Wellcoin 10 T 

16 40 

18 40 

12.20 

Angicor 20 mg Novartis 10 T 

17.50 

22 50 

28 57 

40ing 10 T 

10 00 

.1X00 

26 66 

60 mg 10 T 

35 00 

42 71) 

22 00 

Anginex 40 mg JohnW>eth 10 T 

26 00 

10.64 

17 85 

Iffldur 60 mg SR Astra IDL 10 T 

.15 (X) 

18 90 

II 14 

Monii OD 50 mg Intas 10 T 

30 (K) 

15 00 

16 67 

Adalat ORS 30 mg Bayer 10 T 

1.54 48 

179 50 

16 20 

Nacten 10 mg Hindustan Ant 10 T 

6 60 

12 48 

89 10 

20mg lOT 

8 10 

18 48 

122 65 

^enpheral vatudilators 

Complamina 15 mg German Remedies 

6 27 

6 90 

10 05 

51X1 mg Retard KIT ' 

2.148 

25 80 

9 88 

.KX) mg inj 2ml 

486 

5 11 

5 14 

Trenul ini KX) mg 15 ml 

5 67 

9 26 

6.1.12 

Inti-ploieleis 

ASA 50 Cemian Remedies 2i( 14 T 

19.14 

21 94 

1.144 

Persamin 25 mg 

German Remedies 10 T 

4 71 

5 19 

9 73 

{tutlgeui f 

Fuitwin 10 mg/ml Ranbaxy 1 ml 

981 

10 11 

.105 

Dispinn 350 mg Reckii Piramal 10 T 

2 21 

251 

13 .57 

.Sandon Roche 25 T 

18 27 

20 67 

1.1 14 

Crocin SinilhKIine Beeeham 10 T 

4 90 

5 88 

20 00 

Pacimul IPCA 10 T 

4 90 

5 15 

5 to 

Carbaiut KX) mg Torrwnl 10 T 

9 17 

9 97 

8 72 

200 mg 10 T 

12 47 

19 8.1 

59 02 

Mazetol 107 nig SaraMui Piramal 10 T 

6 63 

9 22 

.19 06 

2(X)mg 10 T 

11 59 

17 36 

49 78 

400 mg 10 T 

22 74 

34 17 

50 26 

SR 200 mg 10 T 

14 22 

20 21 

42 12 

400 mg 10 T 

27 70 

39 10 

41 16 

Tegraiol 100 mg Novariis 10 T 

6 66 

10 04 

5075 

Syrup 100 mgJS ml 100 ml 

35 93 

18 92 

815 

Voveran 0 50 mg Novartis 10 T 

790 

9 59 

21 19 

.SR 75 mg 10 T 

1049 

II 04 

5 24 

Voveran 50 mg 10 T 

649 

7 91 

21 88 

Inj 25 mg/nil 3 ml 

3 40 

4.50 

.12 25 

SiUazopynn EN Wallace 10 T 

41.13 

49 12 

19.41 

Xnti-tpaxHUHlii s 

Synalgesic John Wyeth 10 T 

675 

8 31 

21 II 

Tngan D Cadila 10 T 

7 75 

8.50 

9 68 

Sirdalud 2 mg Ncvaitis 6 T 

35 75 

42 20 

18 (M 

inti-biotii t 

Elhambulol 400 mg Novartis 10 T 

1465 

17 20 

1741 

800 mg 10 T 

28 (X) 

1.140 

19 29 

Myambulol 4(X) mg Wyeth Lederle 10 T 

8 77 

1511 

74 57 

HyLobuial 2(X) mg Cadila Pharma 10 T 

8 25 

8 77 

6 10 

400 mg 10 T 

15 20 

17 20 

11 16 

600 mg 10 T 

22 17 

25 .5„ 

15 02 

800 mg 10 T 

29.50 

.1310 

12 88 

i.OOOmg 10 T 

18 50 

41 28 

7 22 

Pyzina .5(X) mg Lupin 10 T 

3.1.59 

15 93 

6.97 

PZA Ciha 500 mg Novartis 10 T 

31 40 

15 91 

14 43 

7.50 mg 10 T 

46 95 

63 10 

34 82 

4D 4T Novartis 

17 94 

19 0.1 

6 08 

Amoxivan 250 mg Khaiidelwal 10 T 

28 86 

10 89 

7 0.1 

500mg IOC 

54 00 

61 75 

14 17 

Syp 125 nig/5 ml .10 ml 

15 58 

17 91 

14 96 

Delamin 250 mg Hindustan Ant 6 C 

16.51 

21 00 

27 20 

SOOmgbC 

31 .17 

.14 80 

10 93 

Mox 500 mg Re*cel 15 C 

95 00 

98 00 

1 16 


ProduciX:ompmy/F»ck 


k^SSOmf/wal 
ny MO n^pVial 
Sypl2Sme/Sml3t)ml 
2SO mg/^ml 60 ml 
iadlid>l2SinglST 
2S0inglST 

Qofoian 250 mg vial Rousel 
1.000 iRg vial 

Omnatax Z5fl mg vial Hoecht 
Dijiniclor2.50 mg Elli Lilly Ranboxy .1C 
Keflor 250 Ranbaxy 10 C 
Diiiid] 125 mg 6 T 
Syp 125 m^5^ 30 ml 
I87mgl5ml30ml 
Gammyan 20 mg/2 ml Fulfoid 
80ing/2ml 

Chhinimyceim ZK)mg Poike Davis IOC 
5IKIiiig6C 

Poiaxin Z50 mg Buehnnger M 10 C 
500mg 6C 
Syp 125 mg^5ml 60 ml 
Rnxibid 150 mg Cadila 10 T 
Roxithiu 50 mg Rexcrl (Ranbaxy) 10 T 
Lynxinj KX) in^inl Wallace I ml 
2inl 

Rovamycin I 5 mill lU R Poulenc 10 T 
Susp 0175 MIU/5ml60ml 
TabFwilMIU 10 T 
Negaflox 4(M) mg Cathia H 10 T 
Anu-fungah 

Hamycin 2 lac units Himliistan Ant 10 ml 
Fkingickle 2(X) mg Tonent 10 T 
Nizral 2(X) mg Ethnor 
Anu-maUtnub 

Nivaquin-P 250 R Pnulwnx 10 T 
Susp 80 65 mgl5 ml 60 ml 
Rilcigo 50 mg cSdil j H Coie 4 T 
by 60 mg vial 

Qofo/tne 50 mg Astra IDL KX) C 
Anfi-viral 

Lovii 200 mg Astra lOL 5 T 
400 mg 5T 
MX)mg ST 
Anihfimintiis 
Mebex IOOmgCipla6T 
Susp KX) nij^ ml K> ml 
Bendex 400 nig holec I T 
.Susp 200 /5mi 10 ml 
Expent2S0mg Menn(12T 
Syp 250 mg/S ml 8 ml 
NemocHl Z50 mg IPCA 3 T 
Susp 50 iiigIS ml 10 ml 
Anu-kula laar 

Sodium Ani Ghi Alber David 30 ml inj 
Sedatives 

Caimpose 5 mg Roidiaxy 10 T 
hi]IOmg/2ml I0x2nii 
.Serepax 15 mg Jph n Wyetb 10 T 
•Wmg 10 T 

Buscalm 5 mg Mcnnd 10 T 
10mg lOT 

Ativan I mg John Wyeth 10 T 
2mg)0T 
Anti deprenann 
Thpetidol 0 5 mg Ethnor 10 T 
Zopicon 7.5 mg Intas 10 T 
Ai^ranil 10 mg Novartis lOT 
25nigl0T 
ClomI lOmgliiias lOT 
Survector KX) mg Serdia 10 T 
.Suimontil 10 mg R Poulenc 10 T 
ZSmglOT 

Depnon 10 mg faitar 10 T 
Mii^lOT_ 


*** ftrf™ 

April im Ania 1999 U.” 


ISW 

Rsl>S 

12.91 

15.80 

22.39 

21.20 

25.00 

1792 

14 SO 

ISJO 

6.90 

49.00 

53.50 

9. IB 

2541 

32.00 

2593 

48.95 

57.00 

16.45 

2513 

27319 

1019 

8472 

8728 

3.02 

2.5.00 

27.69 

10.76 

49.50 

60.00 

2121 

169 80 

196.15 

15.52 

106.80 

13575 

2711 

54 4S 

6060 

1129 

75 10 

86 80 

1558 

5 74 

6.44 

12 19 

6 97 

7 78 

1162 

2373 

.1076 

29.62 

26.59 

38 18 

41.59 

25 00 

27 50 

1000 

21.50 

34 00 

58 14 

3498 

.1600 

200 

9900 

109 50 

1061 

3900 

47.00 

2051 

6 89 

9 58 

.1904 

1214 

17.1.1 

4044 

47.74 

79 26 

6602 

3075 

4256 

1841 

9547 

198 16 

107 56 

20.55 

25 75 

2510 

15.95 

1781 

1166 

124 SO 

I10(X) 

4 42 

I54(K) 

161 70 

518) 

8 48 

8 94 

5 42 

1093 

1108 

1967 

6000 

86 50 

44 \t 

■ IKK) 

162 (X) 

45 95 

85 10 

11104 

12 81 

60 (K) 

69 (X) 

150(1 

108 00 

11900 

1019 

198 (X) 

219 00 

1061 

9 40 

10 SO 

1170 

1175 

1.125 

1277 

9 70 

II..50 

18 56 

1245 

14 58 

17 11 

406 

4 55 

1207 

5 82 

616 

9 28 

6 08 

7 15 

17 II 

758 

931 

22.82 

94 85 

100.11 

5 76 

8 50 

9 25 

882 

84.10 

91 10 

8 32 

6.50 

7.10 

9.23 

lots 

1098 

8 18 

1010 

1.180 

3663 

17.00 

18 20 

706 

6.50 

7.08 

892 

8.30 

9 03 

8 80 

19.17 

23.00 

1874 

4ZS0 

5060 

1906 

14.50 

1660 

1448 

.13.50 

37 00 

1045 

1260 

15.00 


119.96 

161.58 

.1469 

5 52 

7 33 

32.79 

II 10 

16 15 

4550 

2200 

24 00 

909 

57 00 

61 .50 

7 89 

(CimidJ 
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Tabu <Ctmul> 


Prodiicl/Company/Pauk 


■ Fto .PcrCem 
Apnl I9<)S Apnl 1999 Rise 
Rs Ps Rs Ps Rf Ps 


Product/Company/PaciL 


_ Price Per Ceni 

Apnl 1998 Apnl 1999 Riw 
Rs Ps Rs Ps Rb Ps 


Triuonil 25 ipg bitas iO T 12 50 UOO 12 (X) 

5()mglOT 22 50 27 00 20 00 

' 100 mg 10 T 36.80 4050 1006 

Si^km l2.5mgSenha lOT 120 77 132 8S looo 

AnH-emetui 

Didinaminc 15.625 mg/5 ml.Scdrir 30 ml 6 24 8 99 4407 

mj5xlml 1161 1195 2015 

.Stemelil 5 ing R Poulem 10 T 7 47 8 26 1058 

inj 12 5 nig/ml I ml 4 10 4 75 |5 85 

AvonHne25ingRPouli.iic lOT 7 56 9 20 2169 

IlyiMottis 

'rsiKlunat 30 mg R PuuIcik. 10 T 5 04 7 00 18 89 

fiOinglOl 696 966 1879 

Aniu iinvuhmti 

Uilamm U8)mg PaHce Davis 100c 77 13 9111 20 98 

hpiiMn 50 mg Knoll 10 T 12 00 60 00 87 5 

Pliciiyial 30 mg mtas 10 T 5 50 6 70 21 82 

Mysolme 2.50 mg ICI10 T 22 15 26 95 20 58 

(ntestmulHMihn' tiuiltollen 

Eincnil lOmgAstralDl lOT 447 5 10 1409 

Maxcipon lOmg lOTViallaix 460 7 00 5217 

Liquid5 mg/5 ml.10ml 7.10 22 00 50 68 

ini 5 ing/ml 2 ml 2 70 3 60 1.113 

10 ml 8 10 9 50 17 28 

IVnnonn lOmgCDOK'A IOC 22 20 25(K) 1261 

Kcglan lOmg Phanna 101 5 21 7 tK) 1416 

.S)nip 5 nig/5 ml 30 ml 6 52 II <XI 68 71 

Ini 5mg/5 ml 2 ml 2 18 .160 51 26 

, 10 ml 7 25 9 50 1103 

ttiuirnn 

CVIIubnl lOOnigAslralDLOr 440 7(X) 842 

PurscniJ III novailis lOx 10 T 57 90 68 10 17 96 

\nndianlhtfiil\ 

LdiiuiiiI .Scailc 10 T 2 98 145 15 77 

('leimf SluimhnU 

hiiicin 10 HI Parke Davis 6 amp 57 96 65 71 I117 

.lyniociium I III Nosailis .5x1 ml 52 00 65 (K) 251X1 

MulherginO l2.5mgNosaiUs lOT 37 00 46 00 24 12 

Ini 0 2 mg/ml 5x I ml .56 (X) 7175 31 70 

I luvadilan 10 mg Duphai SOT 26 10 15 95 17 74 

lii| 5 iiig/ml 6x2 ml 27 48 17 20 15 17 

Rel.iid4()tng IOC 27 45 29 10 6 01 

/ i/m Uitants 

bcnndiyl Parke Davis Kslrnl 15 17 2178 41.57 

2.5inglOr 7 79 10 85 19 28 

I1iisi.m Exp Manners 60 ml 18 25 20.18 11 67 

Lupihist laipm 112 ml 18 00 22 (X) 22 22 

i’hen.scdyl R Piiulcns IO(>nd 25 95 .17 62 465 

rixyhx R Poulenc (XI ml <I28 22 26 119 80 

ifomicrralc was Rs 18 ^5 for 120 mil 

losscx-S Sarabhai 60 ml 19 (K) 21 45 12 89 

Ihimt htidilaliin 

Alupcni Cm man Remedies too mi 4170 45 86 9 98 

10 mg 10 T 14 11 15 29 8 21 

Beclateinh.iicT2(X) doses Cipla I20(X) 140(X) 1667 

KM) mg 300 doses 14k (X) 17.5(h) 18 24 

MuLosal Astra HlL KX) ml 17 50 21 25 21 41 

I«‘iltalWanicr 10 I 4 57 6 67 45 91 

Avil25mglloechl lOT 179 2 09 16 76 

SOmglOT 2.15 261 1191 

Synip l.5mg/Sml loom! 12 00 13 00 8 11 

liij 22 75 mg/ml 2 ml 2 41 2 75 1117 

lOml 621 7 10 14 11 

lonstal I mgNovanis K'T 500 8 10 62(M) 

Dmlabs 2 5 mg KIT 9(X) 15 16 6844 

PlieiKigaii lOmgR Poulenc 10 T 283 4(X) 4146 

25 mg 10 T 4 15 6 35 45 97 

Praciin4mgMennd lOT 620 940 5161 

'"Pii ill AnUtuHnah 

XulcRcxcrliKanbaxy) I5g 16 85 18 40 9 20 

'’n)li-ionDcpot2.50mgCicrRem Iml 1675 4.100 17 01 

_ 5(X)ing/2ml2ml _ 6199 68 00 9 70 

Rel t>rugT<idav Rauis rnmpaied Apnl 1999 to April 1998. Only products 
d'H-s not mean that the rales of other products have not increased 


OvralWyelh2IT 

C20T 

L21T 

Anobtfhi’ wmd): 

IXicabolin Infar IML 
Insubm 

Actrapid 40 HI Knoll 10 ml 
Betin L 40 lU Elililly 10 ml 
tenlaid Knoll 10 ml 
Mixiard Knoll 10 ml 
lasulaiaid Knoll 10 mi 
Rapiduai Sarohhai 10 ml 
Rapimix Sarahhai 10 ml 
Zimulin Sarabhai 10 mi 
Human source 
Humanactnqiid Knoll 10 ml 
Humaninsulatard Knoll 40 ID H) ml 
HumanactmpHi Knoll 100 ID 
Humonnuxiard 100 lU Knoll 
Humanmonotaid 40 III Knoll 
100 lU 

HumarnnsulimL Elitiily Ranbaxy 
Huiniuiinsulm-N 
Humamnsulin-R 
Human Basal Hoechsi 
Insuman 25/75 Hoechsi 
.5(V.50 

Insulin Soluble 40 n/Kiuill 
Zim suspension Leniu 
lso|ihanc NPH 
Hvpiigh'i emit i 
Daoml 5mg Hoechsi 10 T 
Eugtucon Boehnnger M 101 
.Senu Daoml Hoechsi lOT 
lion preparuluini 
IVawil SmilhKhne Beechom 10 C 
Haem UP (jcms * C4dila X) Gems 
Imfemn Railis Inj 2 ml 

1 Oral 

Jeuofer CFL Phamia I 5 ml 
Plus I 5 ml 
Call turn prepamlums 
Calcium .Sando/ Novartis .5x 10 ml 
.WIT 

Macalvii Novanis 2(X) ml 
Meuibolnm 

Biolrcxaie 2 5 mg BHK'h.;m 10 T 
Flourouracii 250 nig VH Bhagal .5x5 ml 
5lX)ing 5 X 5inl 
Dronaie OS 250 mg BDH 10 T 
IXixnrubian 10 mg KKaidelval viol 
.50 mg vial 
Lynoral In^ Infar 
Imuran .50 mg Wellcome 10 T 
Hvpolipidemti^ 

lopid KX) rag Pjufcc Davis 1(1 C 
6(K)mg KIT 
Surgu III AnoeMhetii \ 

Xylocainc 1 pa cent Asita ID110 mi 

2 pw ceni 30 ml 

C Adrcnahne .1(1 ml 
Heavy 2.5x7 ml 
Jelly 2 pa cetU 10 gin 
Oiniment 2*) gm 
Viscous 2 pa cent 100 ml 
Xykicaid SO mi 
Sensofcamc 0 25 pa sent in| 

0 5 pa (asm 
Heavy 5x4 ml 
Kflaxant^ 

Iniraval Sodium SOO mg Rhone Polenc 
I mg 

Peniodwl 51X1 mg A bbot 
that ore well known and largely prescribed 


55 (X) 68 (HI 

12.5(1 18 (XI 

43 (X) 48 00 

15 (X) 42 (X) 

55 (XI <i900 
%(MI 114(H) 
217 19 KKKXI 
215 (X) 260 (XI 
975 (X) 1170(X) 
19 (X) 22 50 

7644 21.146 

94 61 104 31 

189 23 208 71 


2761 11 75 1500 
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tablets of S mg each. Its competitor 
BuspidaC'SofCadila-HcostsonlyRs 8.33 
or Buspin of Intas at Ks 9.50. Triperidol 
(Ethnor) the only available brand of 
trifluperidol Hcl for acute and chronic 
psychosis has jumped up by 19 per cent. 
Zopicon of Intas, 7.S mg zopiclone for 
insomnia has gone up by 19 per cent and 
remains the costliest. Anafiraral of Novartis 
is clomipramine (a drug for depression) 
and the price has gone up by 14 per cent. 
Clonil (Intas) is also clomipramine and 
its price has increased by 19 per cent but 
sull remains cheaper than Anafranil. 
Amineptine is a drug for depressive states 
and the only brand available is Survector 
of Serdia. Its price ha^ shot up by 35 per 
cent. Likewise trimipramine, a drug for 
depression with associated sleep dis- 
tuitances, and the only brand available is 
Surmontil of Rhone Poulenc has regi^ered 
a price ri.se of 33 per lent for 10 mg and 
46 per cent for 25 mg tablet 

Among anti-emetics the only brand of 
dimenhydnnate - Dramaminc (Searle) 
syrup has gone up by 44 per cent and 
injectible by 20 per cent. Stemetil of 
Rhone Poulenc is a popular brand of 
prochlorpeiazine, used for vertigo has 
increased by 11 percent, and injectible by 
Ibpercent. Avomine(RhonePoulenc)the 
onfy brand of promethazine widely used 
for nausea iuid motion sickness has gone 
up by 22 per cent. 

In the hypnotics, the most commonly 
used Gardenal (for epilepsy) has jumped 
up by 39 percent and remains the costliest. 
Anotheranti-convulsant phenytoin sodium 
normally used foi epilepsy and its popular 
brand Dilantin of Parke Davis has gone 
up by 21 per cent and Eptoin of Knoll, 
SO mg tablet by 87.5 per cent and remains 
to be the costliest biand. Dilantin has 
become costliest at Rs 93.31 for 100 tablet 
of 1(X) mg, whereas the price of Epsolin 
of Cadila H costs Rs 44.75. Mysolinc 
(1C!I). the only brand of primidone, used 
for epilepsy has gone up by 21 per cent. 
Metoclopromide is used for nausea, 
vomiting, gastritis, etc, and the two must 


Pitocin of Parke Davis has gone up by 13 
per cent and synthetic Syntocinon of 
Novartis by 25 per cent. Hm price of 
Methergin (Novartis), very commonly used 
for arresting bleeding during and after 
third stage of labour, has risen by 24 per 
cent for tablets and 32 per ceitt for injec¬ 
tion and that of Duvadilan (Duphar) a 
popular brand of isoxsurpine, commonly 
us^ for premature labour, threatened 
or habitual abortion has shot up by 38 
per cent for tablets and 35 per cent for 
injection. * 

Among cough mixtures the price of 
Benadryl (Parke Davis) has increased by 
39 per cent tor tablets and 44 per cent for 
syrup, and Tixylix of Rhone Poulenc has 
shot up by 140 per cent Tedral (Warner) 
as a brunchodilator has seen a rise of 46 
per cent. The most commonly used anti¬ 
allergic Avii 25 mg tablet has registered 
a 17 per ceiK rise in price, 50 mg tablet 
by 12 per cent, syrup by 8 per cent and 
injectible by 14 per cent. The only brand 
of dimethinden, Fbristal of Novartis is 
costlier by 62 per cent for I mg and 68 
per cent for 2.5 mg lone tablet. Practine 
(Merind), a popular brand of cypro¬ 
heptadine wrongly promoted and used 
for appetite stimulation has shows a nse 
ol 52 per cent. Popular hormone brands 
have gone up marginally, but all insulins 
have upper prices in a big way. Popular 
hypoglycemic Daonil has moved up by 
23 per cent. 

Ikirmerly ferrous sulphate, cupper and 
manganese combination was ma^eted by 
Glaxo under the brand name of Fersolate. 
Ii then cost just 8 paise a tablet. Now the 
brand has been taken over by Wellcome, 
its name changed to Fcrsolate-CM, the 
packaging has changed to 30 tableLs and 
It now costs 77 parse per tablet. Another 
ferrous sulphate brand Fesovit (time 
released) with vitamins of SmithKIine 
Bcecham has taken a rise of 57 per cent 
and costs roughly a Re 1 per tablet. 
Injecubic iron Imferon (Rallis) in costlier 
by 73 per cent and Jectofer ((T^ Pharma) 
by 27 per cent. The two popular brands 


of Calcium Sandoz irgection have shown 
a {Kice’rise of 24 per cent, tablet 17 
per cent and Macalvit syrup (Novartis) by 
14 per cqm. 

Speaking about controlled-release 
preparations (timed release, sustained 
release or prolonged action) like Fesovit, 
Goodman andGillman’sPAamiiicoIogieuf 
Basis of TTumpeutics, (seventh edition 
p 7)says'‘...UnfDtninately,notallmaiketed 
preparations are reliable. The dissolution 
rateofsome preparations in gastrointestinal 
fluid may be quite irregular because of 
technical problems associated widi their 
manufacture or because of variations in 
gastrointestinal pH, gastric emptying, 
intestinal motility and other physiological 
factors that influence drug absorption.” 
On p 1316 it says “Enteric coated tablets 
are virtually worthless but arc still being 
maikctcd. Surpnsingly, since iron is usually 
absorbed in the upper small intestine, 
certain delayed-release preparations have 
been report^ to be effective than ferrous 
sulphate when taken with meals. However, 
reports of absorption from such pre¬ 
parations vary.” When simple ferrous 
sulphate is not easily available in our 
country, should one pay a higher price for 
suen gimmicky products? 

Looking at the rise in prices of leader 
products, which in a rough estimate should 
be contributing nothing less than 30-40 
per cent of the total sales, how can one 
believe the claim of IDMA and OPPI that 
overall pace increase in 1998 over 1997 
was only 1.8 per cent? They may now say 
that this price rise was 1998 compared to 
1997, whereas the figures given by me 
compare the prices of 1999 over 1998. But 
the fact remains that once the prices of 
leading products have gone up and that 
the other brands will follow suit soon. 
There is thus no ju.stification for drug 
manufactpiers asking for decontrol of drug 
pricing and certainly not when they (II 
leading pharmaceutical companies) have 
shown an increase in their earnings by 23 
percent forthe financial year ending March 
1999. 


popular brands are Maxeron of Wallace 
and Reglan of Germiui Remedies. The 
price of Maxeron 10 mg tablet has gone 
up by 52 per cent, liquid by 51 per cent 
and injectible by 33 per cent. Reglan 10 
mg by 34 per cent, .syrup by 69 per cent 
and injectible by 51 per cent. But in spite 
of the rise, tliese are cheapei than Perinorm 
of ipea. The price of Laxative Pursenid- 
IN of Novartis has gone up by ISpercent 
and the anti-diarrhoeal Lomotil of Searle 
by 16 per cent. 

Uterine stimulant oxytocin is used for 
the induction of labour The popular brand 
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‘Adarana’ Programme and Vote Bank 
Politics in Andhra Pradesh 

DRavinder 

iClainting to address the concerns of backward caste communities, 
Adarana, a welfare scheme floated by Andhra Pradesh chief minister 
in the election year, aims to consoli^te the base of the Telugu 
Desam Party among the backward castes by selectively disbursing 
financial assistance for self-employment. 


ON the eve of the election. Chandra Babu 
Natdu. the chief minister of Andhra 
Pradesh, launched a new programme called 
'Adarana* an addition to vote-catching 
populist programmes, when, ironically, 
the Indian pnme minister in a recently 
held National Development Council 
meeting had declared that the time has 
come for ail states to end populistic 
schemes. The main aim of Naidu’s 
programme is upliftment of people from 
hacKward classes who arc below poverty 
line The launching ol thus scheme indi¬ 
cates that the state goremment has some 
implicit and explicit intentions. 

The implicit intention, of course, is to 
draw the entire backward ca.ste (BC) com¬ 
munities upwards Telugu Desam Party 
(TDP). It IS generall> believed that ma- 
joniy of the BCs backed TDP when it was 
formed for the first time, and so it is an 
important social base of TDP to consoli¬ 
date. The other intention of the state 
government is to convey to the people that 
the government is still committed to the 
welfare of the people and of weaker sec¬ 
tions in particular. The scheme also aims 
to save the traditional occupations of 
backward commumtics, which are on the 
verge of extinction due to privatisation. 
Moreover, there is a need to retain these 
communities while blunting the growing 
caste-based movements. 

The inspiration for the caste-based 
niovementscamefrom 'MadigaDandora*. 
which has been fighting for categorisation 
of schedule castes, i e, mala, madiga and 
other caste.s, into A, B, C, D groups, as 
were the OBC castes in the 1970s. As per 
this categorisation ail the service castes 
like barber, washermen are put under ‘A* 
group. All the artisan castes like 
vishwabrahmin, padinashali (weaving 
caste), gowda, etc, are included in the ‘B’ 
group. Ail those who have converted to 
Christianity are under *C’ ctfegory while 
agriculture-related castes fail under ‘D* 
group. All these four groups are getting 
2S per cent reservation in education and 
employment. The percenuge of reserva¬ 
tion for these categories is: A: 7 per cent, 
B- 10percent,C' 1 per cent, D: 7 percent. 


But the 25 per cent provided for OBCs 
is disproportionate to their population in 
the state. Within the 'A* group one or two 
advanced castes are cornering all benefits, 
and the same is happening in *B‘ and ‘D* 
categones also. In view of this, the de¬ 
prived castes are demanding for 
recategonsation of the whole BC coimnu- 
nities They are of tlw opinion that the 
percentage of reservation should be based 
on their population 
The major caste-based organisations are 
‘Doludcbba* of golla-kurma (yadava), 
‘Poosala Keka’ of poosala community, 
‘Chakirevu* ol the washermen, 
‘Mokudebba* ol gowda, ‘Samnwtadebba* 
of vishwabrahmins, 'Kummari Sare* of 
the potters, ‘Thudumdebba* of the tribals 
and ‘Nangara Ben’ of the lambadis. These 
caste-based organisations are organising 
to achieve a number of socio-economic 
demands for their caste fellows. In 1994, 
the Congress government, keeping the 
elections in mind, initiated caste-ba.sed 
politics with a viewtotideovertheupsurge 
of backward castes as a result of the 
growing influence of Bahujan Samaj Party 
(BSP) TheCongrcssgovernmentnotonly 
spoasored and organised such castewise 
meeting.s but also promised to fulfil all 
their demands. But the government was 
not sincere in its promise. As the BCs and 
SCs were rallying in favour of BSP, the 
then Congress government, in order to 
disturb the SC-OBC consolidauon, dia¬ 
bolically organised almost all the caste 
meetings in the state capital and promised 
sops to ail castes I.ater,thesecastesfonncd 
associations and became strong and are 
fighting to realise their unfulfilled de¬ 
mands, obviously, now the TDP-led gov¬ 
ernment wants fat cash in on the» move¬ 
ments and to convert them into its vote 


bank through populist progtammes like 
the much puUidsed 'Adarana*. 

IMPLEMENTATKIN OF AOARANA 

'The number of beneficiaries expected 
to benefit from Adarana is around lOlakhs, 
and the estimated expenditure is Rs 62S 
crore. The scheme will provide modem 
and sophisticated tool kits to eligible 
occupational BC artisans. The process of 
identification of beneficiaries will be done 
through a separate BC gramsabha, which 
consists of a village or cluster of villages. 
The gramsabha is to be assisted by a selec- 
bon committee, headed by a nodal officer, 
and consisting of the mandal revenue 
officer (MRO), the mandal development 
officer (MDO), the assistant project offi¬ 
cer, the district rural development author¬ 
ity or extension officer (industries) or 
district collector's nominee. Apart ^m 
these state government officials, the con-, 
cemed bank officer, village sarpanch and 
DWAC!RA self-held members are also 
involved. In spite of the presence of the 
above membera, there is a lot of scope for 
political intervention in the ictentification 
of the beneficiaries becau.se the sarpanch. 
the mandal parishad temtonal coastitu- 
ency (MPTC) member, the zilia panshad 
temtorial constituency (ZPTC) member, 
the mandal presidents will have a say in 
the selection pnwess. 

As the Table indicates, the beneficiaries 
will be interested in gaining assistance of 
the first two categones, as the subsidy 
component in these two categones is very 
high. In the 3rd and 4th categories, the 
loan component is high but the sub.sidy 
component is very low Another reason 
forpreferring I sta^ 2nd categones is that 
the loan disbursement for these two cat¬ 
egories is to be done by BC Finance 
Corporation, whereas for the 3rd and 4th 
categories, the bank has to sanction the 
loan amount and the beneficiary will pay 
hisovrti contribution. Since the b^s work 
on the basis of commercial interest and 
look into the repaying capacity of the 
beneficiary, the process of taking loan 
from a bank becomes bunlensome. 

As per the norms of Adarana, a benefi¬ 
ciary must belong to an occupational 
backward community and must be earn¬ 
ing his/her livelihood through the tradi- 
tioial occupation. In case of a tie between 
two persons in the same occupation, pref- 


TABia: CXsssincATioN or thl Schemf 
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Financial Assistance 
of Government 

Beneficiaries 
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Loan 
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80 
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crcncc shtwld be given to the poorer 
applicant llte beneficiaries should not 
only be white cardholders but also should 
belong to the income gi oup earning below 
Rs 11,0(J0 per annum Further, the rules 
of the scheme emphasise that preierence 
should be given to those who arc iollow- 
ing the state-sponsored schemes like, 
permanent family planning, sending chil¬ 
dren to sctuxil. paiticipating in clean and 
gmen prugrammesot the ‘Janmabhoomi'. 

'Hie purpose ot the latter clause is to 
pnividc some place for the ‘yellow shirt' 
workers of TI)P in the scheme. Only one 
person from each fami ly is to be taken into 
consideration tor the .sc heme and the wlaile 
selection pnKCss should be fmalt.scd as 
early as possible, because of cn.suing elec¬ 
tions Ibc fiC Finance Corporation col¬ 
lects samples of manufactured products 
fnim vanous industries These articles are 
dKsplayed at the destnet headquarters The 
ideniified lieneficiartes have liberty to 
select then articles I'he beneflciary has 
mote lieedoni to pick up qualitative in- 
struftcnis Hven then, mo.st ol the benefi¬ 
ciaries are preferring to take a bicycle with 
a milk can. irrespective ol his or her caste 
Actually this item is meant for yadavas 
only Bicycle is the election symbol ol 
TDPand the government is expecting that 
the bicycle .scheme may turn the bcneli- 
ciaries into voters This scheme is .said to 
have created .scarcity of bicycles in the 
market, leading to hike in their prices 

The price ot another component, the 
iron box (Bcigaum Iron), al.vi shot up as 
a result The uk>I kits will be purchased 
at the rates decided by the BC corpt>ration 
as per the indents shown In the pioecss 
ot purchasing the tool kits and distnbuting 
them to the beneficiaries, the bureaucracy 
IS playing vital role and is making lull 
useot Its authonty to exploit innocent 
bcncliciancs 

The henchciaries have to till an appli¬ 
cation lurm and submit it along with caste 
and income pioot certificales The appli¬ 
cation should be certilied by MRO in the 
special grainsablia only Apait from this, 
the benetlciaries aic expected to become 
members ot BC co-ofieiativc society by 
paying a lee of Rs 11 

CcsssiHi-AtioN (II- Units 

Tlie entire lange of aiticles available 
under the sc heme can be divided into three 
groups In the lii.st gioup, items like bi¬ 
cycle with milk cans, non box, etc, costing 
Rs2,S()0 an'included rhebcncticiaiyhas 
the freedom to choo.se any qualitative 
brand The BCcoiponition will supply the 
items in accordance with the in^nt. 

The .second group cimsists ot tool kits 
like carpenter machines, stone ciu.sherand 
pottery wheel The bencficianes can pick 


up one of the best available instrument. 
In this group the prices of items range fimn 
Rs 2,000-20,000. The articles in the third 
gmup are expensive. The reason may be 
that very few manufacturers produce these 
Items, which at time have also to be 
imported by the BC corporation. 

ThckitswoithRsS.OOOarccleaicdby the 
BC cmporatHNi. In case any hencficiaiy wants 
to purchase an article costing more than 
Rs .^.(X)0 the application should be rctci- 
red to the concerned bank This ..eheme 
allows hcneliciancs to form a gnnip and 
collectively purchase units costing high 
price Somcunitseanonlybeoperaicd col¬ 
lectively tor which they can get financial 
assistance up to Rs I .OtMJOO to huy instiu- 


SOMbTIilNG is going drastically wrong 
somewhere India’s smalle.st state is being 
managed terribly, and the results are 
showing Goa’s infrastnicturc is collaps¬ 
ing, Its loads arc becoming inucasingly 
unsalc, and this is by now one of the 
costliest regions in the country. 

Besides, the bloated bureaucracy is 
unresponsive in serving the needs ot the 
cili/cn Government is facing bankruptcy 
Public transport is in a stale ol crisis. This 
region’s tamed environment is deteiiorat- 
ing There is a crisis as never before. In 
the nineties, things have indeed got worse 
You can feel the impact in day-to-day life. 

Behind many ot these ills, to the public 
mind, the elcai cuipnt is the politician. In 
many cases, the eiti/cn’s judgment is not 
wrong What is the connection really*' At 
best, maladministration and neglect At 
worst, widespread corruption and the utter 
failure to govern As Goa voted in early 
June, a w..ry populace hoped against hope 
that the next rulers ot this state will not 
be as unresponsive, controversial and 
egoistical as those whose term ended 
prematurely precisely due to these factors. 

However, things are unlikely to get bet¬ 
ter. Using a mix of minority fears and 
money power, the Congrcss(I) rode back 
to power with 21 seals, a slender majority 
of one in the 4()-scat a.ssembly. In some 
constituencies, theCongress(I)cffectively 
used the .strategy of getting rival candi- 


ments like wool shearer, stone crusher, 
woodencarvingmachines.elc.Alltoo] kits 
aresubjecttoquaKtycontrolapproval. The 
collector can incorporate even local made 
machines/tool kits in the purchase bulk. 

Yet Naidu’s pet scheme may backfire. 
The state cannot satisfy the demand of BC 
communities by way of giving these tool j 
kiLs. Moreover, the unrepresented sections 
arc mure in number when compared to 
benefited sections. The major intention 
behind the scheme appears to be to satisfy 
the TDP card holden by giving these set 
of instruments to their family members 
However, the i.ssue raised by the BC com¬ 
munities remain largely unaddressed 
through schemes like Adarana. 


dates to pull out of the fray, sometimes 
for que.stionablc considerations. While 
promising a clean and transparent govern 
mcnl, the party also took pains to include 
all Its tomicrcontiosorsial politicians, who 
were known to have built up ‘ winnability 
in some cases by accumulating huge 
personal fortunes 

For Its pari, the Bharatiya Janata Party 
(BJP) used Its game of political manipu 
lation backed by support trom a wide 
range ol the liKal press to improve its tally 
from tour to 10 seats It thus replaced the 
regional Maharashtrawadi Gomantak Patty 
as the mam opposition party 

Contrary to its earlier pledges, the 
Congiessd) did little to rid the pariy of 
dcfcction-pn>ne and controversial candi¬ 
dates. Its list of candidates contained many 
of the ‘old faces’ that have brought Goa 
to its current plight. So hopes were belied 
that the party leadership in New Delhi 
Wbuld try a cleansing act to purge the party 
of Its more controversial characters. 

Navhind Times, the major paper in the 
state, put things bluntly in its editonal 
comment of May 18. It said. “The com¬ 
position of the Congress candidates list is 
like a resounding slap on the face of all 
those who were crying for the restoration 
of some sense of sanity, integrity and 
steadiness in politics. All the former 
ministers, who were identified in the public 
mind as the most comi|R, have been given 


Goa Elections: Politidans Disappoint Again 

Frederick Noronha 


Using a mix of minority fears and money power, Congress(Ii returned 
to power in Goa in the recent elections. But the quality and character 
of the new legislators is not likely to be much better. Many politicians 
with diihious reputations, charges of corruption and a lecord of 
partv-hopping i ontested and won. The Goans hold political leaders 
responsible for the state’s crisis of administration and they are not 
far wrong. 
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tickets... bandits whti had accumulated 
ha(e money and assets during their min¬ 
isterial tenures could not be left out [of 
the candidates' list] ” 

On the other hand, Goa’s former ruling 
Maharashtrawadi Gomantak Party (MGP) 
opened its doors to a number of rebels 
' irom other parties, who switched political 
colours only because they were denied 
tickets by other parties Party leaders later 
described this as ‘ran-niti’ (battle strat¬ 
egy). But this convenient catch-all term 
IS one that could be used to justify the most 
of^itunistic of moves. 

Within hours there was a flood of new- 
entrants and others’ rejects into the party. 
Many were politicians who have party- 
hopped Ircquently in the past. Some even 
had defected away fnim the MGP in the 
past. These include Babuso Gaonkar. 
Pandurang Raut. Jagdish Acharya. Anton 
Gaunkar and Anil Hoble All but the last 
are former MLAs. 

One surprise party-entrant into the MGP 
was tormerdeputy suponntendent of police 
Santoba Dusai. who was until recently 
seen as a loyalist and part of (he extended 
lamily of chief minister Pralapsinh Ranc. 
I Hx- minister Pandumng Raut's two-term 
political career is an interesting example. 
He entered assembly on an MGP ticket, 
and delected to the Congrcss(l) to be 
rewarded a ministerial berth. Later, he got 
a BJP parliamentary ticket and almost 
won the north Goa seat. But, days back, 
he went over to the Congress(I). On failing 
lo get a ticket, he found nothing wrong 
in switching parties yet again for the MGP. 

Others like Deu Maiidrekar have had a 
notorious record of defecting repeatedly 
in the last .issembly - Irom MGP to Cong- 
nss, to GoaR^iv (Congress, back toCoiigiess 
and out ol it. Mandieku' tried to contest 
this electinn on a Republican Party of 
■ India (RPI) ticket, but had to rest content 
with ^ing an indepondenk Mandiekar 
died of a heait attack on the eve of the poll. 

Even leaders like Wi Ified de Souza have 
repeatedly changed their party labels. 
Politicians like Ramakant Khalap (MGP) 
have a record of remaining steadfastly in 
one party, but on the other hand Khidap 
■uid other lyiGP leaders todc that party into 
unprincipled alliances with a wide range 
of regional and nabonal parties. 

Said BJP leader Manohv Panikar who 
wjs critical of people like Ruit a little late 
<n the 'day, that “In our geography school 
classes, we learnt that the proof that the 
''aith is round is that you reach the same 
spcH if you encircle the globe fully Some 
politicians in Goa want to show that the 
<p«^Utical) world too is round.” After 
‘ -'mpleting full circles they were back at 
Che same spot, as far as political parties 
^cre coDcemed. 


This was a result of the failure of the 
BJP-MGP to work out a pre-poll under¬ 
standing among themselves. At the same 
time, the BJP also kept the MGP wailing 
hqpefully.andthuseffectivelyblocked the 
latter’s chances of working out a regional 
alliance with other non-hindutva parties. 

The BJP remained adamant in its nego¬ 
tiations for a poll pact with the MGP. Its 
attempts to work out an understanding had 
more to do with both the party’s eagerness 
to getadominant position -ifnotamajority 
- in the Goa as.scmbly, rather than any 
belief in their abilities to work tograher. 
BJP's cxclusivKsl ideology and approach 
could also pose problems in a pluralistic 
state like Goa, which has a complex mix 
of caste and lommunity groupings. 

Despite Its attempts to project a clean 
image, the BJP showed its own readiness 
to give tickets to individuals who had 
joined the party hours or days before 
nomination. But after buminp its fingers 
with individuals like Raut. the BJP to its 
credit did not encourage any high profile 
defectors by giving them tickets. 

Likewise, the United Goans Democratic 
Party (UGDP) also played its own ques¬ 
tionable games. Ex-industries minister 
SureshPanilekar, till recently with Wilfred 
de Souza's Goa Rajiv Congress, was given 
a UGDP ticket in Calangute. Five years 
back Congress leaders said they had denied 
Paruiekar a ticket because of his suspected 
links in trying to broker a huge land deal 
in Verem with the dubious Memon broth¬ 
ers, the alleged brains behind the 1993 
Bombay blasts. 

Goa Rajiv Congress, the fkdgiing outfit 
launched by Congress stalwart-tumed- 
rebei Wilfred de Souz.*! showed its own 
uncertainty and opportunism. Even after 
the time for nominations ended, tiie party 
was unable to announce its own list of 
candidates. This was quickly interpreted 
by some as a strategy to work out backroom 
deals and influence results indirectly. 

Goa is yet to test the quality and char¬ 
acter of the new set oi legislators. But 
those in the know say the contestants 
include at least a couple of known muscle¬ 
men. and one alleged former ‘matka’ 
(illegal gambling) bookie. 

It is imposable that the impact of such 
racketeering and maladministraticm would 
not show. Tt is reflected in the declining 
quality ofhfe One can also see the impact 
in the issues that pcc^le protest over - 
noise pollution, poor roads, power depart¬ 
ment inefftcioKies, poor public transpor¬ 
tation, overcharging by pay-phone own¬ 
ers, ftnanciid company frauds. In any 
newspaper one can see such complaints 
in the letters lo the editor columns. 

Nearly half of Goa population lives in 
urbtti areas, which are cnanbling due to 


an influx of migrants and the flow of 
population from luban areas to cities, 
scientist Nandoimar Kama! recently told 
the Margao fust civic campaign groop. 
Goa’s towns niffer ftom poor sewage 
systems, lack of solid waste mani^cment 
and propermonsoon drainage, he pointed 
out. Greoi belts and urban watersheds are 
fast being destroyed and replaced by 
concrete jungles. After a heavy monsoon 
in 1998, water shortages were nonpant 
acro.ss the stale in the past summer. 

Land-filling has been causing concern 
at Cortalim, Agassiam and Santa Cniz. 
Goa’s Town and Countiy Planning Board 
has been approving conversions of inige 
areas, almost in tandem with the ftdi of 
every government as departing politicians 
claim their pound of flesh. In Margao, 
reports speak of human waste and septic 
tank sewage being dumped at paddy fields 
in Maddel. Evoi Goa’s university has not 
been spared of marks scandals Landhold¬ 
ings of communidades, the age-old col¬ 
lectives, are being plundered on a massive 
scale. All this cannot happen without con¬ 
nivance or large-scale neglect from the 
very top. 

Goa’s roads are fliled with noxious 
fumes, thanks to large-scale adulteration 
of petrol which alleg^y happens with the 
blessings of pobticians. Frequent breach¬ 
ing of ‘bunds' (riverside protective wails) 
have caused havoc in places like Seiuia, 
Divar, Velim, Pemem and elsewhere. 

In islands like Divar and Chorao, aqui¬ 
fers have become saline, coconut planta- 
bons have withered, and huge tracts of 
fertile khazan lands have been ruined. In 
villages Kke Arpora, politicians have al¬ 
low^ huge stretches of the Bags estuary 
and salt-pans to be fenced off by develop¬ 
ers. Arpm was once famous for its salt 
pans. In Madkai, villagers have been fight¬ 
ing a plant they say is responsible for 
sound and smoke pollution. Nadora vil¬ 
lagers meanwhile put up stiff resisUuice 
to plans to convert a green plateau into 
an industrial estate. 

In many cases, the courts had to step 
in and act where politicians and bureau¬ 
crats had failed - blocking the concrete 
jungle along Calangute’s beach belt, the 
wteer scarcity in various parts of Goa, and 
the cleanliness plans of municipalibes, 
among other cases, recently. 

Mangroves have been ifestroyed around 
sensitive flood-plains around the Kadamba 
bus stand. In Salceie agricultural land- 
conversions continue unabated. Utban 
water resources have got polluted, water¬ 
sheds in towns have ^n destroyed, and 
Panjim and Vasco have the higl^ con¬ 
centration of canccr-causing suspended 
paibculate matter before the monsoons, 
says Kamat. 
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It is impossible not to feel a sense of 
frustration, and then anger, as one’s daily 
life IS affected by the politicians’ mis> 
deeds As this article was being wntten, 
Bardez went through an 18-hour power 
failure. Fields being bunedncaryoui house 
arc a direct result of political infighting 
at the top, and the chosen cronies of ex- 
chief ministers. One has to wait for an 
hour's.supplyofwateronceevery two days. 

Analysts and commentators in Goa are 
by now willing to admit that something 
IS going drastically wrong somewhere. 
Politicians too agree But they have their 
own ingenious waysof blaming thechronic 
instability in this state lor all our ills. Both 
the Congress(l) and the BJP have conve¬ 
niently argued that if they are given a clear 
mandate, then Goa's many problems could 
be taken care of. 

Other analysts have laid blame at the 
dtxir of the signincaiit non-Goan voter 
segment, saying this section plays a de¬ 
ciding role in Goa's polls .Some see 
dctectuHis as the root of all evil. But such 
cxplanauons perhaps do not provide the 
lull answer Instabilil) and defections in 
local politics are not ihc sole - or even 
the main - cause ol the trouble These arc 
pnibably the mamicstations ol it 
Dver the last decade, the stakes in Goa's 
political chessboard have risen enor¬ 
mously. Sido-by-side,tlicre has been an ab- 
.seiKc ol ideology-(» alackol bciiei m a prin¬ 
ciple ot any kind, even if only a communal 
belief system. This has made politicians 
both very 'mobile' and ambitious Panics 
like the MGP, for instance, are leady tor 
alliances with just about any other pany. 
From the BJP to the GRC and the UGDP 
So. with thus, the emphasis has shitted 
to speedy accumulation of wealth by any 
means. Since the .stakes are far higher, so 
arc the pressures and temptations There 
IS little time tor long term planning. In 
such a .situation, the citizen’s concerns 
don't count tor much 
Rules foi political survival too have 
changed drastically, as has the character 
of Goa's politician More so in the past 
two post-.statchixKl elections held so far 
At the Stan of the campaign itself, there 
were some questions being asked about 
corruption among politicians in this small 
state. .Said ex-('ongrcss duet minister 
Wilfred de Souza' “I don't think things 
are hopeless fur Goa. The main thing to 
understand is that unclean politicians must 
nut be allowed to continue It is up to the 
people of Goa to remove tnem " 
Concurred MGP president Surendra 
Sirsat “I feel there are some people who 
need to be defeated in the June 4 elections 
They are monsters in Goan politics They 
should be defeated at any cost.” He de¬ 
clined to name .specifically whom he meant 


It is of course a million rupee question 
whether politidans can cleanse the sy.stem, 
when the various parties themselves nomi¬ 
nate tainted and controversial candidates. 

By the time results came m, it was clear 
that the imist tainted of politicians had 
fared about the best. 

CongressfD's newly appointed Goa 
party chief Luizinho Falciro wa.s asked by 
the media about the projection ol his party 
as a lertilc ground tor corruption. Falciio 
pointed to the BJP and its rule in the pa.sl 
13 months at Delhi. "Was there no cor¬ 
ruption tortile last 13 months?Everybody 
IS rc.sponsiblc for conuption,” he argued. 

Contended de Sou/a, himself a former 
Congressd) fiarty leader and cx-CM of 
that party: ‘Tlic Indian National Congress 
which has been ruling Goa for nearly 20 
years has become very corrupt. Voting for 
corrupt people is like asking for trouble 
corruption is atlcmpting to eliminate the 
talented in Goa " Voters have no say in the 
choice ol their candidates This became 
cleai from the recent pre-poll stampede to 
New Delhi by politicians seeking tickets 
Local parties like the MGP, appaicntly 
badly c ash-sirappcd and finding tlieir sup¬ 
port-base shrinking, saw their tickets go to 
those who could finance their own campaigas. 

Says one prospective MGP candidate 
who yet again mis.sed a chance to contest 
‘Tickets go to those with money and 
Fcsourccc The party expects you to outdo 
other prospective amtestanLs. So, it an- 
othci nvai-applicani parades .SOO of his 
.supporters, 1 am expected to take 1,000. 
But an average peison like myself cannot 
even aflord the Rs S.OtX) it costs to file 
a nomination.'' 

Money power has a growing role which 
bodes ill tor the functioning of any par¬ 
liamentary democracy. 

Ilie emphasis is on winning. At any 
co.st. No trick in the book was iclt untried 
in May's race for power. Congress law¬ 
yers vocitcniusly objected to some stroke 
marks made in their nomination forms by 
BJP and UDGP candidates in Salcele. 
There were some tense moments over 
v'hethcr such nominations would be ac¬ 
cepted in the Cuncolim and Navelim 
constituencies In Loutulim constituency, 
Aleixio Sequena even managed to get 
himself elected ‘unopposed’. 

Since colonial rule ended here in 1961, 
Goa has been going through various 
phases The sixties and seventies wcic 
decades of giuwth. This was also partly 
because New Delhi (then directly admin- 
istenng Goa as a union tcmtoiy) was 
under pressure to show its good intentions 
over Goa following the controversy raked 
up by the western powers over the way 
in which colonial rule was ended here, 
after a military action. 


By the eighties decline had set in. it 
perhaps did not have much to do with the 
partie.s or individuals niling the state, but 
politicians as a cia.ss. By this time, poli¬ 
ticians had discovered vanous get-rich- 
quick rackets, like land-based .scams, which 
made politics a lucrative and money-spin¬ 
ning field for those with such inclinations. ‘ 
lntcie.stingly, politicians here seem to have 
leaint .some such dubious 'skills’ from 
thcii counterparts from neighbouring 
Maharashtra. 

Part of the political ensis is reflected in 
the people's response to the brief spell of 
president's rule Goa ha.s been under .since 
Febitiary This was widely welcomed in 
a .state which, ironically, tr^cd a colonial- 
dictatorship for a parliamentary democ¬ 
racy amid.si much enthusiasm barely lout 
dcxTadcs ago Government buildings wore 
a .spruced up look after years, and the 
administration seemed to he getting .some¬ 
what rc.sponsi VC. earning a chorus of praise 
for picsident's rule, being implemented 
by governor Lt Gen (retd) lack F R Jacob 
and his two advisors 

Amul, tlic milk-products co-operativc, 
put up an interesting hoarding at the Panjini 
ferry jetty, where its tonguc-in-check ^ 
messages usually draw public attention. 
“Wc salute the general", a Goan-looking 
couple was depicted as saying, standing 
helore ahackdnip ol typically local ehurchc-s 
and temples Of course, the general here 
IS the governor, Li Gen (reid) J F R Jacob 

Politicians need to ask thcm.selvcs why 
they have come to collectively he seen a^ 
objects of ridicule and distru.st. And why 
a non-ciceted out-of-siatc govcmoi could 
be seen as an effective adnunistiator. 
someone who can give the citizens the 
basics that everyone has the right to cx pect 
in any modem state 

Bui the picture isn't entirely gloomy. 
One of the most positive signs is that 
citi/z;ns - acro.s.s the state - are less willing ' 
to succumb to loyalties of caste and com¬ 
munity when dealing with their politicians 
now. They are also more asse.tive. And 
citizens’ bodies arc beginning to hold 
politicians responsible for the fallouts of 
then maladministration. 

Even Goa’s media, which was rather 
subdued while the political class ran amuck. 
IS now becoming foithnght in its denun¬ 
ciations Evening Times, a new publica¬ 
tion from the Gomantak group, launched 
a debate on whether Goa had been con¬ 
verted into a ‘mafia .state’. 

Perhaps tiic last word should go to 
recently-appointed Goa Pradesh Con¬ 
gressd) Committee president Luizinho 
Faleiro Says he: "People get the govern¬ 
ment they deserve." vhiat goes unsaid is, 
that parties foist upon the people the 
politicians they decicte the people deserve 
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Two Americas: A Useful Postulation 

Ramaswamy R Iyer 


U is strange that tmny in this country still seem to think in terms of 
promoting good relations between India and the US, Given the wide 
divergence between the two countries on many vital matters, the best 
we can hope for is a relationship of honourable taciturnity. 


THE US is today’s Evil Empire. Consider 
for instance Hiroshima and Nagasaki, the 
devastation of Vietnam, the raining of 
death and destruction on Iraq, and the 
current massive and repeated bombing of 
Yugoslavia. The ‘moral* justifications 
offered in roost of thc.se cases are highly 
problematic. What then can we do to save 
ourselves and the woild from America? 
Through a process of repeated and well- 
argued appeals to the minds and con¬ 
sciences of the noblest and sanest ele¬ 
ments in America, it may be possible 
eventually to bring about a national 
awakening which may affect even the 
administration in lime In the long run, the 
world can be saved from Amcncaonly by 
saving America from itself. 

1 do not belong to any of the usual anti- 
American categories, hut the US govem- 
mentoftenevokes inme a profound unease, 
and 1 find myself gmping for words of 
condemnauon. Should I adopt its own 
terminology and call it a ‘rogue state’ ?No, 
because its behaviour in the international 
arena is not temporarily wild or aberrant 
(as with a rogue elephant), but has been 
consistently had for years, and will con¬ 
tinue to be so, because there is no country 
in the world which can control it. Besides, 
a rogue is a deviant from the norm: the 
US has assumed the right to set the norm 
and to determine the deviant. For the same 
reason, America cannot be described as 
an ‘outlaw sute’: in its own eyes, the US 
IS the law. In any case, ‘rogue state* and 
‘outlaw stale’ are puerile and presumptu- 
ouscaiegorisations, and we need not confer 
intellectual respectability on them by using 
them, even though it may give us some 
.satisfaction to throw tliero back at the US. 
How then shall we describe the US? I offer 
the term ‘evil’ with due deliberation. 

The US IS, in my view, today’s Evil 
Empire. That expression was first used by 
Ronald Reagan to characterise the former 
Soviet Union, and certainly, Stalin’s USSR 
was undoidiiedly an Evil Empire. How- 
*'ver, in retrospect it seems less sinister 
than the US appears now. In its capacity 


forevil, the American govemmentof today 
is quite unmatched in human history; and 
equally unmatched in human history is the 
military might that it wields. 

I am not referring to die American people 
or to American civilisation. Consider 
Nathaniel Hawthorne, Herman Melville, 
MarkTwain, Walt Whitman, Ralph Waldo 
Emerson, Abraham Lincoln, William 
James, Henry James, Oliver Wendell 
Holmes, Martin Luther King, William 
Faulkner, Hannah Arendt, Lionel Tolling, 
Mary McCarthy, and so on: what a roll- 
call of distinguished namc.s! (And let us 
not forget the good work done by some 
of the Amcncan philanthropic founda¬ 
tions. not all of them need be suspected 
of being driven by unseen forces or having 
hidden agendas!) No, 1 am talking about 
the American government, or what the 
Americans call ‘administration’ - succes¬ 
sive administrations at least froraTriiman’s 
onwards. 

Consider again a list of names: Truman 
himself (who took the atom bomb deci¬ 
sion), John Foster Dulles (theorist of the 
cold war), Robert McNamara (responsible 
for much of what happened in Vietnam), 
Henry Kissinger (philosopher of power), 
Richard Nixon (unprincipled practitioner 
of power), Ronald Reagan (of Star Wars 
and Iran Contra fame), Jeane Kirkpatrick 
(who started the process of making the UN 
subordinate to the US government, and an 
instrument of US policy) and Mwieleine 
Albright (who completed that process). 
What an unedifying list - and yet these 
(with theexceptionofNixon)arc honoured 
names in Amenca; and even Nixon, des¬ 
pite Watergate, came to be regarded as a 
statesman, and at his funeral his succes¬ 
sors were willing to pay homage to his 
memory! 

The use of the form ‘evil’ in relation to 
America may shock many readers. They 
may ask: "What are the grounds for such 
a harsh moral judgment?” Consider the 
following enumeration: 

- the actual use of atom bonfos on human 
beings, not once but twice; 


- the repeated, massive bombing of Viet¬ 
nam and ^ devastation of its countryside 
through chemical agents; 

- the raining of death and destruction on 
Iraq, the use of that territory as a testing 
ground for unproven weaponry, and the 
obscene exultation in the exhibitimi of fire 
power, 

-the pouring in of arms and money (backed 
by training) into Afghanistan, resulting in 
the spreading of drugs, arms, mercenaries 
and terrorists over a wide area, harming 
and destabilising several countries; 

- the assertion (and practice) of the right 
to bomb or shell places in other countries 
suspected (by the Americuis) tobe centres 
of terrorism or other activities adverse to 
American interests; 

- the doctrine that American domestic law 
prevails over international law and can be 
imposed on otirer countries (e g. Special 
301, Super 301, laws relating to drugs, 
narcotics and terrorism, ’sanebons’, etc); 
and that persons can be kidnapped from 
wherever the^v are in the world and brought 
to trial in the US and under US law (this 
seems even to be sancuoned by a ruling 
of the courts in the US!); 

- the cynical use of the UN, the World 
Bank ami the IMF as instruments for the 
furtherance of American aims; 

T- the declared aim of remaining the sole 
superpower in the world and preventing 
the emeigence of any threats or challenges, 
big or small, to that status (including even 
minor impediments or inconveniences to 
perceived American interests in any part 
of the world); 

- the use of export controls, missile con¬ 
trol regimes, the concept of ‘dual use tech¬ 
nology’, and other such dubious means to 
thwart other countries’ efforts at devrlop- 
ment and self-reliance; 

- and finally, the curroit massive ana 
repeated bomiring of Yugoslavia (an even 
mure macabre dance of death than (he 
earlier one in Iraq) with no pretence of UN 
sanction and no moral basis whatsoever. 

- What possible defence can (here be 
agmnst that shocking (but incomplete; 
catalogue of wrongdoing’’ If that don not 
deserve the term ‘evil’ what does? 

This is not to deny the possibility that 
Amenca may be a humane, caring, demo¬ 
cratic, enlightened country internally. 
There is a conundrum here. How can a 
society that is reasonably good internally 
act in evil ways externally? One operative 
force could be the power of nationalism, 
but that is not a complete ex planation. The 
latter lies (I think) in the erection of stra- 


tegic tlunkitig into a philosophy or disci- 
phnc, the devotion of strenuous ceicbrS' 
tion to it, the development of ‘policy 
analysis' as an autonomous intclicctuid 
activity, and the isolation of all this from 
any kind ot moral perspective through the 
adoption of amoralism as a principle, and 
the pursuit of American power and domi¬ 
nance as the sole and seli-validating 
obieclive. Ileniy Kissinger is the exem¬ 
plar par excellence of this. Albnght does 
not seem to be in the same class intellec¬ 
tually (speaking sub|ect tocorrection), but 
she belongs to the same school and is the 
cunent pracutioner of this dubious disci- 
phite The combination of intellectual 
.M'phistication, analytical skills and man¬ 
agement techniques with moral blindness 
could lead nowhere else but to evil. 
McNamara icamt this too late, and to his 
deep and unending regret. (Strategic think¬ 
ing and policy analyses arc in the incipient 
stages in India, but ihe danger of our 
developing our own homegrown 
Kissingers and Albnghts is real and needs 
to bi' guarded against) 

American apologists may say that 
American actions, tar (torn being amoral. 


have often been inspired by moral or 
ideological considerations (e g, contain¬ 
ing communism, liberating Kuwait, and 
now protKting the human tights of the 
Kosovars). Hie 'moral* jusdfications in 
all these cases are highly problematic. 
Two questions arise: the genuineness of 
the concerns uid principles professed, and 
the morality of the means through which 
they are sought to be pursued. We need 
not dismiss ail the stated concerns as 
disingenuous, but it is clear enough that 
in many cases American decisions and 
acuons are driven by a mixture of moti¬ 
vations. In some cases the doctrines them¬ 
selves are dubious (e g, 'nuclear non- 
proliferation'). In some others, the promo¬ 
tion of certain ideas (e g, pnvatisaUon, 
competition, ‘globalisation’ .protection of 
'intellectual property rights', etc) may have 
ideological ongins but may also subiserve 
American interests. In yet others, the 
expressed concerns (environmental pro¬ 
tection. better labour standards, protect¬ 
ing women and children from exploita¬ 
tion, etc) arc unexceptionable, but they 
loo may be used to further American trade 
inlcrcsis and to neutralise such compara¬ 


tive advantages as develc^ng countries 
have. Again, human rigbt^ democracy, 
freedom, prevention of aggression, pro- 
tectionofminorities, etc, are worthy causes, 
but intervention on these grounds may be 
motivated by other considerations such as 
the promotion of American political, eco¬ 
nomic or secunty objectives, the mainten¬ 
ance of American dominance, the preven¬ 
tion ot the emergence of local or regional 
powers which could pose difficulties in 
the way of that dominance, the desire to 
teach a lesson to any countiy that pre¬ 
sumes to defy the global supeipower, and 
so on. All th^ different motivations are 
often inextricably intertwined. Whatever 
element.^ ot principle or high-mindedness 
remain in this murky mixture get further 
vitiated - and this is the second point - 
by Ihe manner in which these are pursued: 
the a.ssumption of the role ol global po¬ 
liceman, the readiness to take unilateral 
action bypas.<>ing the IIN, and the willing¬ 
ness to do cnormou.s harm to people, the 
environment and ecology, and the hi.stori- 
cal and cultural heritage of humanity 
One wonders whether there r- an ad¬ 
equate icalisation ol the dangers to the 
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world posed by American powN and the 
wilbngnesstouse it Ycster^y it was Iraq, 
today It IS Yugoslavia, tomorrow it could 
be any other country. For instance, India 
is an awkward factor in American strate¬ 
gic thinking, and is sooner or later going 
to be perceived by the US as a serious 
nuisance needing to be taught a lesson; 
indeed, we have come close to that point 
more than once. It would be no matter for 
surprise if on some future date the US 
decides to intervene by force against India 
(in Kashmir or the north-east, or against 
Indian nuclear or miuiile installations, or 
even places of research or higher learning 
where capabilitie.s arc developed), and 
deploy its formidable weaponry on India 
as It IS now doing in Yugoslavia. Those 
who dismiss this as unlikely and need¬ 
lessly alarmist arc deluding themselves. 

Against that background it is .strange 
that many in this country still seem to 
think in terms of promoting good relations 
between India and the I 'S.andcven hoping 
for a visit by president riinton Given the 
wide divergence between the two coun- 
ines on many vital matters, the best we 
can hope fur (it seems to me) is a rela¬ 
tionship of honourable taciturnity Asfoi 
a vrsitby Clinton, one must fervently hope 
that It will not take place. 

What then can we do to save ourselves 
:uid the world from Atnenca? Some very 
knowledgeable peupicinthiscountry argue 
for the acquisition of a minimum deter¬ 
rence by India I am doubtful whether we 
can achieve a credible ‘minimum deter¬ 
rent' against the US, but we need not go 
mto that here. A second answer would be 
the emergence of a countervailing power 
in the world (perhaps China or Europe). 
The prospects are uncertain, and even 
a.ssumtng that this happens it may not be 
an unmixed blessing from our point of 
view. China may entei into a hegemony- 
shanng arrangeinent with America, and 
F.urope could join hands with Amenca m 
‘punishing’ some hapless country - as it 
IS doing now in Yugoslavia. Without 
abandoning the hope that some forces will 
emerge which will impose restraints on 
the US. Ipt us consider a third (equally 
speculative) possibility, namely a trans¬ 
formation within the US. 

That may seem simple-minded and 
laughable, but lei us not rule it out pre¬ 
cipitately. It is the American administra¬ 
tion which is evil, not the American people, 
though .nationalism may make a people 
complicit in the evil of the state. Fiirlher. 
there is a tradition of dissent in that coun- 
(ly. as was evidenced by the movement 
gainst the Vietnam wan and the Amcri- 
(.aii system has a self-correcting capa¬ 


bility, as we have seen in die case of Nixon 
and more recently in that of Clinton. 
However, p^otism is a powerful emo¬ 
tion which makes independent thinking 
difficult, and that difficulty iscompounded 
by the manipulation of public opinitm by 
the government and the media. There may 
be people in America who will raise their 
voices gainst evil, but they must first see 
the evil. They have to be helped to dt* so. 
Through a process of repeated and well- 
argued appeals to the minds and con¬ 
sciences of the noblest and sanest ele¬ 
ments in Amenca, it may he possible 
eventually to bring about a national 
awakening which may affect even the 
administration in time. 

It would be naive to divide Amnica into 
two watertight compartments labelled 
‘Good Amenca' and ‘Bad Amenca’. On 
the one hand, there may be some in the 
administration and in political circles who 
are troubled by American policies and 
actions abroad; on the other, there have 
always been academic institutions, ‘think- 
tanks' and intellectuals in Amenca who 
arc willing to provide theoretical under¬ 
pinning, rationalisations and analytical 
support to what the administration wants 
to do. I cannot even be sure that some ol 
the eminent Americans of the pa.st whom 
I admire, were tlicy alive today, will not 
support American actions in Iraq or 
Yugoslavia There seems to be a degree 
of national consensus on (or at any rate 
tacit acquiescence in) the importance of 
American dominance over the world and 
the rightness and inescapabiiity of the 
American role as global policeman (a new 
version of the old idea of the White Man's 
Burden) Criticisms may occasionally be 
heard from Amcncan commentators that 
die administration is being too haish in 
one case or too soft in another, or that it 
has taken on more than it can manage; but 
none ot this amounts to a tundamentai 
disagreement with the administration on 
Its aims and policies abroad, much le.ss a 


moral judgment on iu intervenuon in a 
given case. Critics such as Noam Chomsky 
who do raise fundamental questions are 
small in number and have little influence 
However, despite these disheartening 
realities, a broad division of that country 
into two Anrericas. one driven by the logic 
of power and global dominance and the 
other endowed with common humanity 
and a moral conscience, is not merely 
maintainable but is also a useful postula¬ 
tion in an attempt to promote reflection 
on right and wrong. It is the latter Amenca 
that we must seek to persuade, and it is 
through them that a national awakening 
has to emerge. 

That ‘scenario’ is no more naive oi 
unrealistic than trying to arm ourselves 
with puny weapons against the Amcncan 
might or vaguely hoping for the emci- 
gence of a countervailing power which' 
(when it comes) may he far from benign 
Barring these three possibilities (which 
need not be mutually exclusive), what 
options exist? 

Hus article which began by desenbing 
Amenca as evil has come full circle h> 
paying tribute to its capacity fi» goodness 
This was neVer intended to he an anti- 
American tract. It IS in fart a prayer for 
America’s soul. In the long run, the world 
can he saved from Amenca only by saving 
Amenca from itself. 

PostScript: Subsequent to the wnting of 
the above article some important develop 
ments have taken place. In F.uropc. the 
Americans and their allies have succeeded 
in reducing Yugoslavia to .submission and 
are talking about improving the lot of the 
affected populations. In India, there is a 
new warmth (or at least a degree of thaw¬ 
ing) towards the Amencans. as they have 
taken a stand on the Kargil cnsis that 
seems to endorse the Indian po.sit>oii 
Nevertheless, I have decided to let the 
artiidc remain unaltered because it seems 
to me that its central thesis continues to lie 
valid and is unaffected by the recent events 
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REVIEWS 


^Home’ in Maharashtra’s Culture 
and Society 

G P Deshpande 

House and Home in Maharashtra edited by Inna Glushkova and Anne Feldhaus; 
Oxford University Press, Delhi, 1998; pp xvi + 247, Rs 450 (HB). 


THE sixth international conference on 
'Maharashtra; Culture and Society’ was 
hosted by the Centre tor Indian Study of 
the Institute of Onentolc^y in Moscow in 
May 1995. The book under review is one 
of the two volumes bringing together 
papers presented at the conference In Anne 
Feldhaus and Inna Glushkova we have 
editors of high repute and significant 
scholarship on Maharashtra history This 
volume addresses itself to 'ghar' which 
means house, home and also hearth. At 
times the word stood fur the ancestral 
village as well ‘Gharakadc gelo hoto* or 
'gharakade janar ahe’ (going home) may 
actually refer to going to the village. An 
uibanMaharashtnanwoul 'rarclyusethcse 
expressions for journey, shall we say, from 
Mumbai to Pune even it Pune happens to 
be the ‘home’. Home (ghar) would spe¬ 
cifically suggest the village to which the 
tamily belonged; the sense ot ghar not 
attributed to the word in these cssay.s. 

This volume with its 18 essays is quite 
impressive in its range Anumberofessays 
are however, mainly inframativc It is not 
clear why the ‘house* and ‘home’ in the 
Rigvcda needs to be Icsiked into to under¬ 
stand a Maharashtrian view of the ‘ghar’ 
Of the nun>bcr of the vcdic words listed 
in the essay only ‘griha’ really survives 
in Marathi speech. The word ‘dampati’ 
originally from the vcdic ‘dam* survives 
in the ‘granthik’ Marathi. More than this 
lexicographic question what is important 
IS to ask how far back in history it is 
absolutely necessary to go in onler to 
understand the Marathi discourse on 
‘ghar’. It may be quite useful to go back 
to the Rigveda. 1 do not know. Tatyana 
Elizaienkova’s essay however docs not 
establish the need to or the use thereof. 

Hie essays collected here are divided 
into four sections. Ttie first section has 
five essays on ‘House and Home’. 
Elirarenkova’s essay mentioned above 
opens that section. Glushkova kxiks at more 
than hundred proveibs and common ex- 
pre.ssions(‘mhana’ and ‘vaksampradaya’) 
and reconstructs a popular Marathi view 
of the ‘ghar' The essay is full of fasci¬ 
nating information. M least one inter¬ 
pretation ot Glushkova appears to me in¬ 
adequate The 85th ‘mhana’ that she cites 


contrasts ‘ghar’ and ‘ran’. ‘Ghar’ here 
would not mean only home. It would mean 
the civilised world as against ‘ran’ which 
(docs mean woods as she translates it) also 
implies uncivilised world. Hie reference 
to the Musalman in the latter half of the 
expression is certainly intended as a ref¬ 
erence to the barbaric. 

Uengic’s essay on the Marathi house 
looks essentially at the two kinds of ‘ vada*. 
He also brings out the distinction between 
the ‘Desh’ (Deccan plateau) and the 
‘Konkan’ house. In his view the former 
is ‘introvert’ while the latter is ‘extrovert’. 
In keeping with currently fashionable and 
perhaps questionable tradition he seems 
to celebrate the ‘vastushastra’ approach to 
construction of the house. His essay like 
some others in this collection secs a 
continuity between SanskntorSanskritiscd 
tradition and medieval practice; for it is 
difficult to take theemergence of theMarathi 
house beyond the 12ih century. Further 
to relate these matters to ‘Indian* psyche 
as Dcngle .seems to do, makes the argument 
difficult to understand if not metaphysi¬ 
cal. By contrast Victoria Vertogi^ova 
does better to understand ‘the village 
house' in terms of ‘Prakrit’ anthologies. 
It does seem to me that it is important to 
see India’s regional culture primsuily with 
reference to the ‘Prakrit’ traditions and 
only secondarily to ‘Sanskrit’ traditioas. 

Anne Feldhaus does precisely that when 
she discasses ‘Goddesses and the Dome¬ 
stic Realm in Maharashtra’. She bui Ids the 
argument about subterranean tradition of 
godheads. Hie niral goddesses occupy the 
centre stage in her cnquiiy. The world of 
these godde.sscs and their worshippers 
centres round‘maher' (childhood urthe natal 
home as 3ntra.sted to ‘sasar’, the imlaws’ 
house) and ‘korya suvasint’ (girls who are 
married but have not reached puberty: that 
is how the rural goddesses are described) 
make up their world - a reflection of the 
happiness and freedom of women. I am not 
certain if her translation of ‘aai’ in Yedai 
as (crazy) lady is right. A devi is a mother. 
Yedai would therefore, mean the crazy 
mothcr(i e, goddess). All goddesses, crazy 
or otherwises, are refen^ to as ‘aai’. 

Mecra Kosambi’s essay on ‘The Home 
as Social Universal’ is the longest and 


easily one of the best in this collection. 
She examines the memoirs of ‘chitpavan’ 
women written at the beginning of the 
20 th century and looks at the world of 
gender segregation among the high caste 
and very influencial section of the 
Maharashtrian population. Hie essay is 
well-document^. Hie writingsofRam^ 
Ranade, Yashodabai Joshi, Lakshmibai 
Tilak and others tell a vivid tale. Never¬ 
theless one gets the impression that 
Kosambi’s essay ends abruptly. The ‘al¬ 
ternate social universe’ that she talks about 
needed more theoretical discussion. 

Indira Jughare looks at the folk songs 
in Marathi which, she concluded, provide 
us with “a coherent picture of Indian 
tradition” She a.sserts that this would be 
true of Indian folk songs generally 
“whether Marathi, Hindi, Gujarati or from 
Sunname”. Hercssay does not quite argue 
that. Wc cannot say if she has studied 
“Indian folk songs from Sunname” Hus 
attempt at relating everything to a real ot 
imaginary notion of ‘Indian' balflcs this 
reviewer. Why this ‘nationalist’ perspec¬ 
tive is ncce.ssary oi how it is constituted ^ 
and justified is one big mystery in her 
essay as also in several others 

In another, easily the .shortest piece of 
writing in the book (it is exactly four pages 
long) Mahesh Elkunchwar, the famous 
playwnght talks of ‘devghar’ - literally 
the hou.se of gods - the nxim where the 
family gods were kept and worshipped in 
a traditional house. Elkunchwar’s argu¬ 
ment IS not entirely clear. He seems to 
regret that the devghar was once the piv¬ 
otal point in the house. Now it is the 
television. .So what, a young tellow from 
Mumbai or even from Elkunchwar's 
Nagpur is likely to ask. I am sure our 
playwright has an answer except that he 
has chosen not to provide us with it. 

Hus review has been selective. It was 
hound to be so because a survey of all the 
argumenu in ail the es.says would have 
involved writing a special article of the 
EPW variety. Sharad Pawar the then chief 
minister of Maharashtra, has wntten a 
forward to the collection of essays. Apart 
from giving us the usual things on the 
‘majghar’ or the ‘inner apartment’, the 
celebration of ‘grihmi’ and a pat on the 
back for our dalit writers Pawar uses the 
occasion to emphasise that “my govern¬ 
ment brought out a policy for wonwn”. 
Let us hope that the policy has resulted 
into turning the home into a different and 
better “social universe” for the 
Maharashtrian women. 

Incidentally good or bad, authors are j 
authors. A note on the contributots there¬ 
fore should have been included. 
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Power of the Image 

Kabul Srivastava 

Image Journeys: Audio>visnal Media and Cultural Change in India edited 
by Christiane Brosius and Melissa Butcher; Sage Publications, New Delhi. 1999; 
pp 3S8, Rs 250 (paperback). 


ANTHROPOLOGY, a discipline con¬ 
cerned with the study of culture for more 
than acentury, still grapples with its varying 
definitions and uncertain formulations. 
This should give enough confidence to the 
present researchers to bravely reframe older 
definitions, which sun newer contexts, or 
expatiate upon continuities, which have 
been Ignored in the past. 

To a certain extent the collection ot 
essays under review does manage to make 
important contributions in this regard The 
.subject matter iLself is so dynamic and 
complex that a challenge to earlier defi¬ 
nitions becomes more than mandatoiy 

When the co-editor Chnsliane Brosius 
concludes her e.ssu> on 'Packaging Cul¬ 
tural Nationalism' by coining the phrase, 
“archive ol the imagination", she inad¬ 
vertently suggests the unity underlying 
the concerns ol the v.^ious contributors 
as historians investigating this archive. 
Accoiding to her, '‘c.k h image . refers to 
other images and by their internal trans- 
referent lality they .seek to create a com¬ 
posite image of the landscape that claims 
hciongiiig from its audience” rp 129). Her 
own interest centres aiound the evoking 
ol 'Indianness', hut eac h of the writers has 
something interesiing to say about the 
various media-scapes constructed 

In most c.ise.s, the operational u.sc of the 
concept I tf culture is miiltidimensional and 
e.scMpesthcold,holistic, community bound, 
identity-ohsessed use ol the term, which 
still haunts media studies The intniductian 
expands on Arj'in Appadurat's broad 
globalised vision of contemporary culture 
even as it builds on his framewoiit. Satel¬ 
lite television, audicna’.s, elector^ politics, 
globalisation, localisation, glocali-sation, 
authentic and inauthentic identities - the 
whole range of dramatic devices which 
cuhural politics in India uses in its national 
every-day life is carefully scrutinised. 

Ronald'inden analy.ses how the old sShI 
new middle classes project their utopian 
fantasies, both conspicuous and consum- 
crist, on the different narratives in Hindi 
cinema. He discusses films like 'Jeet*, ‘Dil 
To Pagal Hai', 'Hum Aapke Ham Kaun* 
among others and shows tremendous 
sensitivity to the nuances widiinthese seem¬ 
ingly coarse texts. By keeping a historical 
perspective as a guiding vision he traces 
the journey of these films through changing 
urban landscapes, middle-class fears, street 
- heroes and their dreams, and comes out 


with an account where the tensions of 
urban middle-cksslives, theirrelatimis with 
poor street culture and the invasion of 
erotic arcadias in their television drenched 
imaginations produces very complex and 
diverse narratives By choosing a film like 
'Jeet' and tracing the ancestry of its main 
protagonist to the 1980s ‘Muqqaddar Ka 
.Sikandcr', he reveals a close careful 
reading of Hindi cinema, something which 
cannot be .said of many other academic 
discussions one finds on the subject. 

Bntta Ohm di.scusses the political his¬ 
tory of Dwinlarshan and its rclatianship 
with the .state, the elites and the Indain 
masses Sire analy.ses the varying notions 
ol commercial interests.cxpcctabonsftom 
the state and attitudes towa^s privatisation 
and autonomy Lalit Vacham pays an 
academic tnbulc to the different represen¬ 
tations of Hindi film superstar Aroitabh 
Bachchan. Beginning from his early films 
to his position as a promoter of corporate 
brands and finally becoming a label. 
Samiiia Mishra fsKuscs on the new entre¬ 
preneurs ol the new culture industry in 
India, tlic cable operators, investigating 
theirconncctions with the neighbourhood, 
middle-class colonics and local political 
bodies, through a case-study of a Lajpat- 
nagar neighbourhoixi in New Delhi 

Almost all the C5.says u.se a complex 
definition ol culture. One which is not 
bound by community limits nor by exces¬ 
sively defined notions ol the seif and the 
other. Most ol the waters arc poliucally 
consciou.s and exticmcly sensitive to the 
way people transcend the structures of 
class, gender, language and ethnicity 
through new imaginative responses to their 
changing political situations. As the 
authors make it clear in their introduction, 
the essays show the sell-consciousness 
with which different Indian people re¬ 
spond to the power of the image in their 
lives At the same time, they also influence 
these images according to changing con¬ 
texts. Yet, there arc patterns, which the 
journey ol these images traces. And it is 
these patterns which the authors try to plot 
and decode in their research. 

Even though they do not invoke it. one 
is reminded of an interesting definition of 
cultuie.aiticulatedby Briiishanthropologist 
Marilyn Strathem, which seems to go very 
well with their title. Image journeys. 

Culture consists in the way analogies are 

drawn between things, in the way certain 


thoughts are used to think others. Culture 
consists of the images, which make imagi¬ 
nation possible, in the media wifli which 
we mediaie expenence. All the artefacts 
we make and the relationships wc enter 
into have in that sense cultural conse¬ 
quences, lor they give loan and shape to 
the way we think about other artefacts, 
other relationships [Slrathcro, Reproduc¬ 
ing the Future, Manchester University 
Press. 1992, p ^31 

As artefacts now include new technolo¬ 
gies like the computer, inicmet, video, we 
sec interesting ways in which they have 
a two way relationship in the way we 
define their use. actually use them and 
how they also influence social and politi¬ 
cal relations. 

The essays by Sophie Hawkins and 
Shuddhabrata Sengupta pro vide much food 
forthoughtinthisregani. Sophie Hawkins 
makes important insights in the techno- 
spintual world of the inter-nct video and 
the chansma of Satya Sai Baba, discussing 
Its implications on traditional notions of 
darshan and bhakti. She explores the lolc 
ol the visual media in the construction of 
the global religious movement of the saint 
This IS done by an examination of the 
rcspon.ses it/ the Sai pages on the internet 
which eventually makes her claim tliat 
even with thepecuharnatureof cyberspaa* 
the devotees arc not any diilercnt from 
non-cyber devotees who make use of 
traditional “god posters” a.s they are both 
"grounded in hagiographical nairatives 
of avatarhood and miracles” <p IS7) 
However, the value of the essay lies in 
how the author traces her images through 
cyberspace and analyses the responses ot 
the devotees. Sociologists ol religion will 
find her ethnography particularly wa'tul 
as she also sheds light on the phenomenon 
of darshan and how it is i cfractcd through 
technology. More importantly, local and 
global spaces converge in a way which is 
only pos.sihlc through internet technology 
and yet what remains consistent arc the 
basic icligioussenumcnts like bhakti which 
transform these geographical notions even 
as they arc influenced by it. 

Shuddhabrata Sengupla's article provide 
a fascinating glimpse into the aesthetic ol 
the mamage video-wallah and links it up 
to notions of kinship, showing the recy¬ 
cling of images from earlier art forms and 
suggesting new palh.s of circulation 
Like Hawkins. Sengupta shows the 
conjinuities which video technology .sus¬ 
tains in representing ideals ot mamage. 
with the noisy and innovative aesthetic it 
forces down the viewer. He traces the 
relationship of the camera and family 
events from the late 19th century, expos¬ 
ing the peenng faces of self-conscious 
individuals. His is an excellent ethnogra¬ 
phy of mamage-obsessed middle-class 



•India. The exdungeof inuges from Hindi 
cinema into the marriage video is traced 
in great detail. The aesthetics of this new 
enirepieneur, his/her anxieties with the 
coining of the home video and the new 
possibilities which computer technology 
generates for new entrepreneurial possi- 
Ulities make for valuable data for any one 
interested in understanding the relation¬ 
ship between culture, technology, art and 
entrepreneurship. In both the essays one 
finds a vision of technology which con¬ 
tributes to cultural change as well as gets 
embedded in certain deeper structures of 
every-day practices and su.stains contem¬ 
porary beliefs and aciions 
How do notions of sexuality and cen¬ 
sorship interact with feminut concerns 
and the right for free expression of ideas? 
What analogies do we create, what thoughts 
are used to justify others and how do we 
reconcile these contradictions'' Shohini 
Ghosh and Melissa Butcher respond to 
these issues. Co-editor Melissa Butcher 
enters the surreal promo-world of 
Channel V, between the songs, and comes 
out with extremely importantobservations 
on the use of the female body to express 
Indianness an important USP of the 
channel. She shows the contradictions and 
incoasistencies which exist through the 
voiceof Its main face,(nowex)Channel V 
V J Ruby Bhadia. The body itself becomes 
an impewtant artefact, which gives shape 
to contradictory notions of Indianness 
represented in the ideals of the modem 
women. Butcher’s incisive ethnography 
paints accurate pictures throu^ the voice 
of Ruby Bhatia. What emerges is a collage 
of uncertainty, and inconsistency com¬ 
bined with a creative a.sserti veness, which 
is reflected in theideology of young, urban, 
metropolitan India in the 1990s The 
journey of the image, whichButchcrtraces, 
is embedded on the two-dimensional 
surface of the media-scape of the televi¬ 
sion world. This is sh^ied by the market 
and the imagined and real responses of the 
audience The body which is tho medium 
of re{ne.sentatioibfinally emerges as frag¬ 
mented and tortured," .tSe more tin body 
loses Its moral value, the greater its tech¬ 
nical and maiket value” she quotes le 
Breton in her conclusion (p 192) and 
ultimately evokes a picture of a social 
order rechiced to individual or collective 
choices based on convenience and “vari¬ 
able standards of normality and comfort" 
(p 194). 

Her essay helps us understand the issues 
discussed by Ghosh in her article, ‘Femi¬ 
nists engage with Censorship’. .Shobini 
Ghosh tackles the tricky question of sexu¬ 
ality, censorship and the feminist response 
taking as her subject matter critical events 
like the staging of the Miss World show 
in Bangalore, the debate around the recon¬ 


struction (tf the riqie of Phoolan Devi in 
the film ‘Bandit Queen’, raised I 9 novelist 
Arundhathi Roy. She discusses them in 
the context of recent party - political 
developments. 

Ghosh is of the tqiinion that feminists 
must "demand .space for greater sexual 
expression on the part of won»n" (p 2SS) 
’The debate is not only about whether 
censorship is accompanied by an erasure 
of consensual eroticism and a substitution 
by suppressed perverse images, which are 
offensive and violent to women. While 
this IS extremely important, it would be 
useful to refer to the analysis of Butcher 
who points out that the whole media world 
IS networked in a complex way with 
audiences and economies of production 
making the implementation of this need 
a bit more .sensitive. However, the range 
of events and the nuances of debate which 
Ghosh covers in her article makes it 
extremely polemical and a must-read for 
students of sexual politics 

What IS the media through which we 
mediate the experience of Indianess? How 
has It come to be understood in the context 
of hindutva' Does the technologically 
advanced media develop its own complex 
notion of hindutva which is quite dilferent 
from that expressed hy political ideo¬ 
logues'' Our reading of Brosius’ tracing 
of this image journey is foregrounded by 
her observation that "even among the 
members of the Sangh panvar. different 
ways of reading and disseminating images 
occur and that the use of images consti¬ 
tuting Indianness has changed over time 
and accoiding to context” (p lOI) She 
converses with the statements made by 
mediapersons consciously espousing the 
cause of hindutva What emerges is as 
much diversity in ideology, aesthetic vision 
and engagement with critical political 
events as one finds within the Hindi popular 
film industry 

Brosius’ ability to see the pluralism 
within the hindutva media is by itself 
extremely important Just as it is equally 
pertinent to appreciate tte different genres 
within popular cinema which is otherwise 
viewed as coming from a standard aes¬ 
thetic. However, the factors which unite 
the differences which exist within these 
two spheres (Hindi movies/hindutva) are 
ultimately what gives them tiieir special 
idemity on which they thrive. In biMh 
cases it is the element of populanty they 
claim for themselves which is the most 
valuable uniting factor. And claims to this 
popularity are cither ratified or dismissed 
at the box-office or during elections. 
Brosius' unfortunately ignores this uncer¬ 
tain, temporary but tangible binding factor 
and instead analyses the images in context 
of their interpretatiem by the audience. 
When this is done one can pre-empt the 


responses as open-ended, diverse and 
inconclusive. 

Even though she includes events like 
election campaigns and the Babri masjid 
demolition the analysis seems to ignme 
qiKstions of context. In her conclusion she 
states "There is an effort by the curators 
of this archive to construct an image of 
Indianness that can be shown and in the 
act of its exhibition lies its search for 
authenticity and truth...whether in all this 
an image of Indianness can be seen, on 
theotherhand, will always remain an open 
question" (p 129). Perhaps if she had also 
asked "Dunng which moments in histoiy 
is this Indianness actually seen?” the 
investigation would have had a different 
conclu.sion. 

Of course, this does not in any way 
detract from the rich ethnography she has 
produced. In fact, the whole volume is nch 
in contributions to cultural theory and no 
student interested in the politics of culture 
can Ignore this contribution 

However, one wonders if Indian cul¬ 
tural studies need to go beyond reading 
the image and begin to trace the geo¬ 
graphical and historical roots ot its jour¬ 
neys The complex v ision of culture, which 
the authors share, is derived fiom the 
creative and imaginative rc.sponses of 
people in their everyday economic and 
political life Attempts to map out the 
cultural imaginations of different people 
IS exciting and fruitful in itself But after 
reading these essays one is forced to 
recognise the omnipresence of the market¬ 
place in our media-scapcs A presence 
which docs nut have a strong theoretical 
presence in the analysis even though its 
presence fuels the discussion Choice of 
narratives in the movies, claims to popu¬ 
lanty in the world of cleclorl politics, 
shopping arcadias, aesthetics ot mamage 
videos, coniplex readings of authenticity 
on music television channels, cable opera¬ 
tors responding to and controlling local 
tastes, fading superstars, increasing num¬ 
ber of devotees of popular saints: all these 
phenomena seem to be rooted in the pulls 
and pushes of the market-place, which 
cannot be loosely discussed through a 
ritually mecharacal analyses of the pro¬ 
cesses of liberalisation, globalisation and 
localisation. 

In fact, all these ethnographies seem to 
suggest the ail pervading presence ot 
market-like mechanisms m subtle and 
sophisticated ways. But while most eth¬ 
nographies acknowledge this as a part and 
pairel of contemporary life, the dominant 
auuorial voice consistently engages in 
discussions with all the other theoretical 
formulations, while the maiket remains 
under-theonsed. Perhaps for this reason 
alone otic feels slightly dissatisfied with 
the journey . r.e has under-taken. 
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Economic IVuinoU in Asia 

A Reinterpretation 

Sananda Sen 

Most analyses of the recent south-east Asian crisis focus on non-performing fundamentals or on self- 
fulfilling panics in the financial sector. This article traces the crisis to real sector deceleration, which was 
apparent a year before the crisis: and to the built-in instabilities in the deregulated financial system. As 
credit flows continued in spite of real sector slow-down, the system became vulnerable to sudden collapse 
in asset prices. Corrective measures by monetary authorities failed in deregulated financial markets. 


COUNTRIES which have been worst 
affected so far by the recent economic 
crisis in Asia include South Korea, 
Thailand, Malayasia and Indonesia. 
Analysis and diagnosis of these events 
have by and large drawn attention to cither 
(he non-performing fundamentals or self- 
tuirilling panics in the financial sector as 
responsible for the subsequent upheavals 
As for the ‘fundamentalist' view, the 
problem could not be identified in the 
otheiwise healthy performance of these 
' eainomies, which included the controlled 
inflation, fiscal balance, low sto^k of 
government debt or the high rates of 
domestic savings and investment Rather, 
these were treated as the indications of 
'overheating' in these economies in the 
context of the yawning current account 
deficits on tlie one hand and the ‘contingent 
fiscal liability’ on the othei, the latter 
implicit in the flow of unregulated credit 
flows from hanks to sectors with a lack 
of corporate govcmansc. A view as above 
IS held, among others, by the IMF (1998). 
At the other extreme there prevails the 
panic bank-run thesis, shaied, among 
others by Paul Krugman (1997, 1998) 
which dwells on the 'moral hazard’ aspect 
of private credit. The latter relates to what 
IS desenbed as a ‘pangloss effect’ in the 
financial maikets when risks in the financial 
market arc ultimately supposed to be home 
by monetary authorities. In this inter- 
pietation the financial cnsisin Asiaerupted 
as the respective monetary authorities 
tailed to honour the foreign currency debt 
by using the limited official reserves at 
their disposal and wea* ultimately forced 
to float currencies in the foreign exchange 
market. 

The present p^r aims to re-inteipret 
the recent Asian economic crisis, providing 
an explanation which dev lates teth from 
uic ‘disordered-fiindamentals’ explanation 
and the ‘banking panic’ interpretations. In 
' our judgment, sources of the ongoing 
problems in troubled Asia can be traced 


back to factors which encompass both real 
and the financial spheres. While a reference 
to the decelerating real sector of these 
economies is crucial in understanding the 
fragility of the financial flows which con¬ 
tinued for some more time despite a slump 
in real activities, it remains equally impor¬ 
tant to notice the built-in instabilities in 
the financial system which were contri¬ 
buted by the wide-ranging deregulation of 
finance in the 1990s. As the financial 
boom continued in the face of sluggidi 
real activities, the system was vulnerable 
to a sudden collapse of asset paces which 
finally brought an end to the credit boom. 
Deregulation of finance, which made for 
financial innovations and .substantial 
expansions in the magiutude of transborder 
as well as domestic credit flows in these 
countnes can also he held responsible for 
limiting the effectiveness of monetary 
actions as these were tried out without 
success after 1997. 

Interpretations as are available in the 
literature gloss over, in our judgment, the 
following three mafor aspects of the Asian 
economic ensis I'he first relates to the 
problems which surfaced in the real sectors 
of these eainomics at least a year before 
the finanaal ensis actually broke out. The.se 
disorders in the real sector included, in 
addition to the nsing current account 
deficits, decelerations in the annual growth 
rates of exports, imports as well as GDP 
in these counUies all of which surfaced 
in 1996. The slump in real activities was 
also reflected in the reduced flows of 
personal consumption in these countnes, 
thus drying up their domestic sources of 
demand as well. Decelerations in the real 
sector performance of these economies 
were matched by .steep declines in property 
prices, reflecting an end to theconstruction 
boom. The remaining two a.spects of the 
south-east Asian crisis can be traced to 
financial deregulation in these countries 
which provided the space for financial 
innovation and unrestrained flow of credit. 


The two include (a) the financial 
turnaround as took place in the region 
between 1996 and 1997 and (b) the 
unsuccessful attempts on part of the 
monetary authonties to avert the financial 
ensis as it broke out in 1997. As tor the 
turnaround in the financial sector - 
expansions in which continued till the 
crisis broke out by end of 1997 - credit 
flows were geiwrated, as long as there was 
ademandforsuchcredit in these economics 
both with borrowings from abroad and 
with financiakinnovations at home. Much 
of these flows were geared to the high- 
proflt speculative financial ventures which 
had little, if any, links to their real .sector 
activities. The lull in the real sector thus 
tailed to provide a signal to these flows 
of credit until the ensis in the financial 
.sector was tnggered off by the third quarter 
of 1997. The latter came with dips in sh ick 
paces, exchange rates and depletion oi 
officially held reserves, and a severe 
liquidity crunch in the respective econo¬ 
mics. Ihus the financial ensis followed 
a penod of large and uncontrolled credit 
flows in the liberalised financial regime 
of these countries during the 1990s, 
matched by largecxtemal borrowings.Thi.s 
bangs us to the other implication of 
financial deregulation in these countnes 
which includes the damage control 
measures on part of the national monetary 
authorities to arrest the downslides in the 
their currency and capital markets. These 
included the floating of currencies and 
steep hikes in domestic interest rates none 
of which were of avail in controlling the 
upheavals in the deregulated financial 
mukets. Tliis was due to the speculations 
and uncertainty wfTich plagued the.se 
deregulated maiikets. a situation where 
respective financial markets failed to 
respond to the corrective measures offered 
by monetary authorities. 

Section I of this paper deals with the 
pattern of the boom and its eventual 
collapse, both in the real and the financial 


Fxonomic and Political Weekly July 24, 1999 



sector perfcirmances of these economics. 
Section II draws attention to the changes 
in financiai flows in the region which 
.seems to have gone through at least Ihiee 
dustinct phases. First, a period when Hows 
of financr supplement^ real growth in 
these ccunumies, a pattern which continued 
throughthe l%0stilllhemid>l9<K)s Flows 
of external finance clearly supplemented 
the productive process dunng the.se years. 
The .second phase is inaikcd by flows of 
firiancecontinumgalongaltcmatcchanncls 
related to speculative activities in these 
economies, in particular dunng 1996 and 
the first half of 1997 (or even later) when 
real growth hadcvidcntly tapered off With 
finance continuing to flow to these 
a-onomies. it was directed to the specuia- 
tory spheres ot secondary stock.s and 
property markets winch had no contri¬ 
bution whatsoever in terms ot productive 
aciivitie.s In its third and final pha.se one 
witnesses an abrupt end to the financial 
boom as the affected countries experience 
sharp declines in exchange rates, capital 
f lijihts and liquidity crunches in the respec- 
ti\e domestic economies .Section III 
provides a commcntaiy on the failed res¬ 
ponses, on part of the national monetary 
auihoiiites. especiall> in the context ol 
fn.<ncial deregulation I'hc conceptual 
Imsis of .some of the analysis provided in 
the papei is offered in the two appcndice.s, 
tl'i Second lelying on the post-Keyncsian 
noiioiis of ‘finance' and endogeneity of 
credit in explaining nnancial innovations, 
fngility and the eventual collap.se ol the 
fin.tncial system Section IV suni.s up the 
arguments and builds up the conclusion 

I 

Pattern of Boom and Collapse in 
SE Asia 

For (he tour countries in south and cast 
Asia mentioned above, the pattern of the 
initial hocmi and the subsequent collapse 
ot ilicii economies were similar All of 
them went through an initial phase when 
the lapid growth in their GDP was heavily 
dependent on exports Production as well 
as exports in ihesc countnes was geared 
to the last growing manufacturing sector, 
both in laNiur-intensive piixlucts and in 
high .skillhigh (ech goods like automobiles 
and cle«.tronics Of the four. South Korea, 
which was one ol llic NIC's started carlici 
than (he other three on tlic pal h of industrial¬ 
isation I’.xfHitts from South Kuiea had a 
high proportion ol .skilled pioducts At the 
other end of (he scale was Indonesia with 
export', comprising ot pnniaiy products 
and relatively laboui-intensive manu¬ 
factures. GDP in all tourof these countnes 
had a rclativel^high oidcr ol dependence 


on exports, as can he seen from the respec¬ 
tive export-GDP ratios for Thailand, 
Indonesia and Malaysia ranging, on an 
average, around 36 per cent, 2S per cent 
and 85 per cent over 1990-96 (Tabic I) 
For all tour countnes financial liberalis¬ 
ation and virtual capital account con¬ 
vertibility, tnedduring the 1990s, legalised 
large-scale borrowings in the overseas 
market, an opportumty which was amply 
utilised by their domestic banking as well 
as the corpora sector, especially with a 
rise in the spread between the libor and 
the domestic interest rates. A sudden pull¬ 
out by the world financial community, 
which started as panic twoke out in tlU 
financial markets by the .second half of 
1997. brought an end to these success 
stories of Asia. 

As lor an explanation of the boom which 
wns iollowcd by a collapse of (he real 


sectoracd vibes in these economies, a major 
Hurtor seems to lie in a collapse of tlieir 
respective export performance. Given the 
high rate of savings and investments in 
these ecmiomies which were consistent 
with the high growth rates in their GDP, 
much of this growth was contributed by 
the phenomenally high growth rate of' 
exports from the.se countries (Table 1). 
I'hat export demand was crucial in these 
economies in maintaining the domestic 
growth rates is evident in the high ratio 
of their expotls to GDP on the one hand 
and the similar movements in the growth 
rates of exports and GDP on the other. The 
boom in exports continued till 1995. and 
was matched by similar performances for 
their GDP, investments, gross domestic 
fixed capital formation. The high growth 
rates in investments which bore a high 
proportion to GDP in these countries wa.s 


Tabu. I Annijai Citowmur Miroianoisi Iraih anoGOP ai CoNsrAST Prkts 


Percentage 

1990 

1991 

1992 

1997 

1994 

199S 

1996 

1997 

1998 

Thailand 

GDP at umsUni Pn(e.s 

II 2 

8 5 

6 1 

87 

H6 

8 8 

55 

-0 4 

-8 

Merchandise expons 

tx 

27 8 

|7 / 

174 

22 7 

24 8 

1 9 

32 

-6 

Meiihandise imports 


fi X 

6 

17 2 

18 1 

71 9 

0 6 

-9 7 

’2 7 

Merch exports ol GDP 

U I 

i6 5 

78 7 

40 8 

47 7 

72 2 

48 6 



Merch iropoits GDP 

46 2 

48 7 

48 7 

70 6 

74 7 

67 1 

67 8 



Gloss dunwstic mvesiment of GDP 41 t 

42 7 

40 

V>9 

40 7 

41 6 

41 7 

77 

24 4 

Ciross doin saving of GDP 
Indonesia 

’4 2 

7.7 2 

7.7 2 

77 6 

',6 

77 6 

777 

.71 

7.7 9 

GDP at constant price 

9 

8 9 

72 

73 

7 

82 

8 

4 6 

-177 

Merehandtsc exports 

16 7 

10 s 

14 0 

8.7 

99 

18 

5 8 

II 2 

0 7 

Merchandise imports 

tl s 

177 

78 

6 

179 

26 6 

8 1 

48 


Mcich exports ot GDP 

26 7 

27 8 

70 7 

70 6 

71 

72 6 

.77 7 



Mcich imports GDP 

22 8 

24 8 

24-t 

27 7 

24 8 

29 2 

28 6 



Gross doinestu invcsiincni GDP 

X0 7 

72 

7.’4 

29 7 

72 7 

71 9 

70 8 

II 6 

IK 

Gross doni saving ot GDP 

72 7 

77 5 

77 7 

72 5 

72 2 

.70 6 

70 2 

71 

19 1 

Malaysia 

GDP at constant pnccs 

96 

8 6 

78 

87 

92 

9 5 

8 6 

77 

-6 2 

Merchandise exports 

16 7 

17 0 

IS I 

16 1 

27 1 

26 6 

7 7 

6 

-11 4 

Merchandise imports 

28 2 

26 8 

to 1 

17 8 

28 1 

.70 4 

1 7 

7 


Merch expons of GDP 

71 .1 

76 7 

84 4 

90 

102 8 

117 7 

115 5 



Merch impoiis GDP 

67 6 

78 6 

81 

84 9 

l(X)6 

120 

1124 



Cross domestic investment GDP 

71 7 

77 8 

77 1 

.77 8 

40 4 

47 .7 

41 

42 

77 2 

Gross doincsiic saving of GDP 

.77 4 

72 

76 7 

77 7 

38 8 

79 7 

42 6 

43 8 

4K 


SiHirrfs AI>B. EAdiuimic On ok and ADB World Development Indicators 1998 WB-C:DR0M 

Taw k 2 Ex< hanot Rati oi US fka i>r vis-a-vis Chini si- Yuan anii Japani-te Yi n 



1987 

1986 1987 1988 

1989 

1990 1991 1992 

1093 

1994 

1995 1996 

1997 

Yen/US 

239 

169 145 126 

140 

147 175 127 

til 

102 

94 109 

130 

Yuan/us 

2 94 

3 47 3 72 3 72 

777 

4 78 7 72 5 51 

5 76 

8 62 

8 .15 8 31 

8 28 

Snuiif l-'emaiuinol Financial Statistics 








Table 3 Waus and VAi.i.i Aum-n Pi r Worklr 











(t/.V5l 



1980 


1990 


199.1 




Value Added Wages 


Value Added Wages 

Value Added Wages 


Thailand 


7675 2543 


13613 .7.721 


17178 

4661 


Malaysia 


8198 2257 


10881 3240 


14400 

4148 


Indonesia 


1497 743 


4265 927 


4949 

1128 


South Korea 


9745 2837 


.13184 10800 


46234 

15393 


Japan 


70912 11522 


79823 26.168 


106.710 

.77854 



Soune UNIDO. Industiy and Development. 1995, p 174, 177. ?()7. 2IS 
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possible both with high domestic savings 
and steady flows of FDIs from abroad 
(Table 13). The latter was drawn towards 
these regions with export competitivenes 
guaranteeing good rau*s of returns in these 
economics. 

The deceleration in exports, GDP and 
other real vanables in these economics 
which started off during 1996 reflects a 
reversal of the forces which brought in the 
earlier expansion. A depreciation of the 
Japanese yen as well as the Chinese yuan 
vis-a-vis the US dollai, which effectively 
was the link currency for the Asean, hit 
hard the export competitiveness of the 
products exported from the A.scan 
(Tabic 2) The other explanation oi the 
slumpinexport markets ut the.se economics 
included the generally .sluggish demand in 
the export markets ol the OECD which 
was going through a recession. Trends as 
above were aggravated by a tendency lor 
real wages in these Asian economies to 
nse iclative to productivity, especially in 
Malaysia (Table 3). The consequence 
naturally tui ned adverse in terms of growth 
rate of output in the respective countries, 
which signalled a decline by 19% (for an 
explanation of export declines .see 
UNCTAD 1996. .Sen 19961 Indications 
of the onset of a slump in the real sector 
were also visible in leduccd levels of 
consumption demand, which started much 
carliei dian (he ensis of 1997 especially 
iiiThailand and South Korea [World Bank 
1999'9{)|. T bus in Thailand one witnesses 
a sharp drop in new cai sales or in the .sales 
record at 3X top retail stores of Bangkok 
by the second quarter of 1996 (Table 4) 

Conti actions in the gi owlh rate of output 
as took place in these lountnes were also 
contributed by the measures towards a 
lightening ol monetaiy and fiscal policy 
which was reflected in the high .spread 
between the local deposit rates and the 
libor in all these couiitnes other than in 
Malaysia The above in turn provided 
incentives to liKal agents to borrow abroad 
As mentioned earlier in this paper, fiscal 
policy in these countries was far from 
profligate, as can be seen f*om the tegular 
surplu.sestn their budgets whichon average 
were maintained ovci 1992-%. In none 
ol these countries was a profligate fiscal 
budget to blame for the financial cn.sis 
which ensued The conservative monetary- 
fiscal policy was. however, not able to 
control the rising credit flows in these 
economies which went up much faster 
than M2 during the I99()s (Table 7) 

An explanation foi the latter can be 
provided by the typical 'finance’ motive 
of liquidity demand which generates credit 
by means of financial innovations which 


die financial system can only cope widi 
under deregulation. The resulting flow 
of credit is thus demand determined and 
not subject to exogenously determined 
monetary restraints.’ The role of credit 
flows in meeting the liquidity needs of the 
private sector was apparent in the rising 
leverage ratios of the corporate sector in 
all these countnes (Table 11). The pace 
of financial innovation, os we have ai^ued 
in Appendix II, can provide credit flows 
to meet the high-profit high-risk specu- 
latory demand for flnanctal assets which 
have no real counterpart in the economy 
Finance, under such circumstances, gets 
dissiK'iated from real .spheres of activities 
in the economy By 1996the median value 
of foreign debt alone ranged from 70 per 
cent of firms' equity in Indonesia and 80 
per cent in Thailand to ISO per cent in 
Korea. Moreover, short-term foreign debt 
ranged from about 40 per cent of equity 
m Indonesia to nearly 100 per cent in 
Korea (World Bank 1999: 701. The debt 
to equity ratios in the corporate sector 
were genarally high in ail these countnes 
(Table 12) To compound the problems, 
ratio of short-term debt held abroad was 
also generally high fl'able 9). 

As mentioned earlier in this paper, 
similantie.s in the pattern as well as the 
titning of domestic growth, deregulation 
ot finance and the collapse of the real as 
well as the financial .sectors in these four 
countnes justify clubbing them together 
This, however, is not to undermine the 
singularities ut each country, some aspects 
of which may be mentioned here. 

South Korea had a untquene.ss in terms 
of a closci network between finance and 
industry, with chaebols dominating both. 
Here the downturn was marked by the 
changing tortunesof the mighty chaebols, 
facing slumps in export markets and ]o.ssc.s 
on had financial as.sets held with loss 
making financial and industnal corpora 
turns. The close financial tics between 


industry and finance affected the fortunes 
of both as excessive borrowings by banks 
and corporates met with debt deflation and 
asset collapse, the latter a consequence of 
the engulfing financial crisis in the region 
[Chang 19991 At the same time the 
proximity between the .state and the giant 
corporations continued to provide an 
implicit guarantee to the unre.strained flow 
of credits to the Korean borrowers. 

For Indone.sia the end of the oil boom 
in the early I98()s led the countiy to seek 
foreign financing through financial de¬ 
regulations. This brought an end to the 
liquidity credit system in the country which 
.so long had b^n disbursing the state- 
controlled oil revenue through its nation¬ 
alised hanks to achieve growth and social 
harmony. Indeed, the ability of the state 
to let the indigenous (nun-('hinese) popu¬ 
lation share the benefits of growth wa; 
directly linked to its success in directing 
credit during the ml boom (Sen 199X1 
With a drop in real sector growth, these 


Tabu S iNCiNnvr.s kw FomiuN Boiwowim. 


Country 

Spread 
Inlrmt Rale 
apd Libor 

Average 

Annual 

Appreciation 

PR 

Volaiiliiy* 

Indonesia 

It S 

i 8 

0 7 

S Korea 

4 1 

t 2 

3 1 

Malaysia 

1 b 

1 2 

26 

Thailand 

4 

-4) 1 

I 2 


Mile- * SD oa basis of percentage deviation of 
regression on a nine trend 
Sntnr WB, Olofanl Econoinn' PiwsikcIs I'KW-'I'I. 

p6X 

Tarix 6 nsrAi Bai ani ls as Pi m sktatiL or ODP 


Period Indonesia S Koiea Malaysia Thailand 


1977-81 

-2 4 

-2 1 

79 

-3 7 

1983-86 

-1 4 

-1 1 

P7 

-46 

1987-PI 

-1 

0 

-3 9 

2 i 

1992-% 

09 

0 2 

0 7 

24 

IP96 

1 2 

OS 

0 7 

23 


Sounr World Bank Glob<il Bcononiu. Prr >[ieits 
IWK-W p6t 


Tabu 4 Wl AKI-NINO Ol PEBSONAI. CoNSIIMHION PFRCINTAUbClIANM IRUM Yi AR ACiO 




New Car Safes 

Thailand 

Ketnil Sales 
Bangkok 138 Si< 

All Thailand 

South Korea 
Retail Sales 

1996 

Q1 

It 3 

0 9 


10 9 


Q2 

3 1 

-29 


to 1 


03 

.3 6 

-144 


II 2 


04 

-1 8 

-168 


94 

'997 

01 

-8 8 

-147 


64 


02 

-19 9 

-24 0 


6S 


Q3 

-48 7 


-8 0 

5 6 


Q4 

-7.3 5 


-7 3 

03 

1998 

01 

-70 7 


-12 3 

-9 9 


02 




-103 


Note .Standard deviation of pen.cMage deviation of irgtcssion on a time trend 
WB Global Etonumic Prospecis 1998-99. p 68 
SouHf World Bank Cited in World Bank. Globid Economic Prospects. l99g-99. p 90 


Economic and Political Weekly July 24, 1999 


207.3 



Fkiuiu!| Path wCAnTAL Rows, H > t PkaunB 2. Path op Cahtal Flows, (i < I 

(a-«-P)>0 (a + P)<0 

K.' 



flows turned to speculative ventures m 
sttKks and property markets As the 
situation turn^ grave w ith flightsof capital 
the monetary authorities were left with 
very little degrees of freedom to control 
these movements This was reflected in 
tiM growing share of loans against property 
as a proportion of the total flow of bank 
credit, which was as large as 2S-30 per 
cent of bank credit in Indonesia (and 30- 
40 per cent in Thailand and Malaysia) 
during t9<>6 [Morgan Guarantee Report 
1998 in World Bank I <)98 711 The scene 
became more vulnerable by 1997 when 
the ensis erupted The stock of short-term 
debt as was held by Indonesia by end of 
January 1998 anmunted to 24 per cent of 
its debt stock and UiO per cent of its 
official reserves. There was a similar high 
order of short-term debt relating to 
Malaysia and Thailand (see Tables 11 and 
12) Attempts wcie mode, by Indonesian 
monetary authontics. to tackle the cnsis 
of 1997-98 with .succes.sive depreciation 
of the rupiah along wiih successive hikes 
in short-term interest rates and also the 
sudden announcement of a proposed 
currency-board (as in Hongkong) along 
with a structural adjustment from t^ IMF. 
Thc.se, however, wee inadequate to arrest 
the ongoing tendencies including the 
plunge of the rupiah With the announce¬ 
ment of a defiant budget by Indonesia in 
January 1998 which stressed the continua¬ 
tion of its massive infrastructure pro¬ 
gramme. the Fund reacted by threatening 
to cancel loms There was deep discontent 
among the general public which wasexpen- 
enemg losses of jobs and real income, 
steep hikes in domestic pnees, and sharp 
depreciation of local currency in terms 
of dollar This broke out in May 1997 in 
riots in the country where governance 
was Visibly poor By January 1997 the 
rupiah was selling at I7,(XK) per dollar, a 
rate which was rather low as compared 
toils rate at 2,337 m December 1997 
[Sen 1998b|. 


With growth rates reaching newer 
heights by the early 1990s, the socio- 
cconomic fabric was similar in Malaysia, 
with steady growth in the domestic 
economy and attempts on the part of the 
state to avoid ethnic disparities by 
encouraging a special status for the 
‘bhumiputheras’, ethnic Malays As in the 
remaining countnes in the region, the end 
of the boom generated social tensions as 
well as political upheavals within the 
country However, the financial crisis had 
so far been handled rather differently in 
Malaysia, with attempts by the statu to 
control both the spcculatory attacks on the 
Malaysian ringgit and the local stock 
market by restraining .spcculatory capital 
flows Efforts were also made to keep the 
intere.st rate at moderate levels, with the 
average spread between the IcM^al rate 
and the Iitior on an average at around 
only 1.6 per cent dunng January 1991 to 
June 1997 (Table 5). The government 
al.so successfully avoided accepting con¬ 
ditional loan packages from the IMF 
[Sen 1998a| 

Thailand also experienced real sector 
boom which was later followed by a 
downturn in 1996 As the financial cnsis 
broke out in the .second half of 1997, the 
country went through unsuccessful efforts 
to rescue the currency by depleting its 
official reserves, which initiated a con¬ 
tagion in foreign exchange markets, affec¬ 
ting the exchange rate of other currencies. 
Steps taken by the monetary authonties in 
Thailand, largely with instructions from 
the IMF, h,, wever, included the liquidation 
of a large nuir,berol iLs finance companies, 
a measure which only worsened the 
problem Panic spread with rumours about 
f^urtherclosurcs, speeding upcapital flights 
from Thailand as well as from other 
affected countnes in east and south-east 
Asia [Sen 1998a|. The monetary authorities 
also tned to .stem the outflow of capital 
by raising the domestic interest rate, an 
effort which proved counterproductive. 


n 

Changing Flows of Finance 

For the Asian economics in dtstre.ss, 
deceleration of the real .sector which started 
in 1996 had an impact on the pattern of 
external finance flowing to these econo¬ 
mics in subsequent years. Incentives Oh 
part of foreign inve.stor$ to acquire financial 
a.ssets in these countries continued for 
some time with deiegulation in the finan¬ 
cial sector continuing to support the flows 
Dominating policy in these countnes since 
the mid-19g()s, financial deregulation was 
pnimpted by a dc.sirc on part of their mone¬ 
tary authonties to attract capital fiom over¬ 
sea.'! In Indonesia (he dnvc was rcintoiced 
by the collapse of oil pntes by 1982, while 
a similar downturn in pnmary goixls 
markets contributed to the urgency foi 
financial liberalisation in Malaysia 
Pressure from the powerful indu.stnal con¬ 
glomerates in South Korea to make use 
of the international capital market was 
iastrumcntal in Korea's plunge into the 
global linancial market However, in 
general, a desire to attract foreign capital 
(c.spccially FDl) worked as a ma|oi incen¬ 
tive to open up the capital market in all 
these countries. 

As It turned out later, foi the Asian 
economics inensis, much of thriroverseas 
debt was contracted by pnvate banks and 
coiporates. Unlike other developing 
country borrowings, most of these pnvate 
external liabilities were contracted without 
formal government guarantees. However, 
an implicit guarantee and compliance from 
the monetary authorities, as mcntinllbd 
earlier, eased credit flows to these coun¬ 
tnes, rendenng it profitable for pnvate 
borrowers to access large sums of foreign 
currency at short maturittc.s. a process 
which ended up in a senous mismatch 
between as.sets and liabilities when the 
crisis broke out in 1997. The slump in the 
OECD and the relatively lower interest 
rates prevailing there made these bonow- 
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ings remunerative, both to borrowers and 
also to lenders who found it lucrative to 
hold financial assets in Asia, especially in 
currencies linked to dollar. With the 
ongoing slump in the real sector, a large 
part of these flows were already deployed 
in speculatory ventures, covering property 
and stocks, thus chasing the available finan¬ 
cial assets (shares, etc) in the .secondaiy 
markeLs and bidding up pnees in real estate 
markets. The impact was felt on the steep 
climb in sUKk and property prices. The 
latter turned out to be a source of additional 
financial liability for the banking sector 
which suddenly found itseil saddled with 
bad debts backed by collaterals at inflated 
prices. Much of these assets were also in 
the high-relurn high-risk category, as 
justified by the high rate of interest at 
which these were oflercd. Stock prices 
relating lo financial companies and the 
piopci ty market started tumbling down by 
the second quarter ot 1995 in Thailand.^ 
The above caased heavy damage to the 
asset value ot hanks. As a consequence 
the shaic ol non-performing a.sscts held 
by both banks and the corporates went up 
sharply in the.se countries In addition, 
indices for private investments and 
construction activities in 'fhailand started 
declining fiom the fust quarter of 1996, 
while those lor gross 1 1 xed investment tell 
in South Korea from the second quarter 
of the same ycai [Woild Bank 1999. 75]. 
According to Morgan Guarantee credit 
against property amounted lo 25-30 per 
cento! aggregate bank lendinginlndonesia 
and 30-40 per cent in Thailand and 
Malaysia (ihid: 71) It is thus appaient that 
the pattern ot iinancial i lows in the affected 
countnesof Asiaumlerwent changes which 
made tlicm vulnerable A large pait of the 
credit flows, both domestic and foreign, 
were of a short-tenn nature Much of the 
credit flowing intothese economies proved 
unsecured, first, with values of collaterals 
against these domestic credit flows col¬ 
lapsing as prices of stiKks and property 
crashed. The boom in credit dunng tite 
upswing was based on financial innova¬ 
tions making it possible to cimtinue with 
an clastic credit .system. Also theie was 
a serious nusmatch between assets and 
liabilities as short-term foreign loans 
increased at the prevailing dollar peg. The 
latter was rated asovervaiued by themarket, 
with short-term external liabilities nsmg 
sharply relative to the official reserves in 
t hese countries. The rising stock of foreign 
liabilities as resulted from this process 
mostly coasisted of portfolio capital with 
short durations, an outcome which threat¬ 
ened the viability of me process as soon 
as the soundness of the Bnanctal arrange¬ 


ments started being questioned by inter¬ 
national creditors. 

m 

Crisis management in Deregulated 
Financial Maritets 

The collapsed financial sector in the 
troubled economies .sent shock waves to 
the financial annmunity. It was apparent 
that the value of slocks and property which 
had served as collaterals against credits 
advanced in the.se economies was highly 
inflated, largely with increased inflows of 
finance into the high profit circuits. The 
latter was evident with profits already 
choked off in the real sector. Die crash in 
the stock as well the propoty markets were 
nearly simultaneous with the slump in the 
inflow of external credit. With foreign 
creditors repatriating credit, the drop in 
the new flows was even more drastic The 
flight of capital exerted a downward pres¬ 
sure on the exchange rates of these cur¬ 
rencies which proved difflcult for the 
national monetary authorities to control, 
even with .steep hikes in the domestic 
short-teim interc.sl rates. The viability of 
the financial flows was questioned by both 
domestic as well as foreign creditors, 
resulting in a liquidity squeeze in these 
economies 

One observes a failure on the part of the 
respective national monetary authorities 
to sustain capital account convertibility at 
the prevailing exchange overvalued rales 
as the stability ot the latter was suspect 
in the currency markets. The growing 
accumulation of short-term speculatory 


liabilities pushed the foreign exchange 
market to a point where it was waiy of 
continuing with the prevailing nominal 
rates, especially with the limited riiility of 
the monetaiy authorities to suppcrtt the 
latter. Efforts on their part to restrain the 
flow of domestic credit by institutiitg 
monetary controls resulted in a slower 


Table 8 

Raik) BnwEus Growth Rates of 


CrfoittoGDP 


Growth of 

Rauoof Net 


Credit 

Domestic 


1990-96 

Credit 10 GDP 


(Average) 

1990 1996 

Indonesia 

20 

45 55 

Korea 

17 

68 79 

Malaysia 

18 

80 136 

Thailand 

24 

84 130 

Saunt World Bonk, Global Development 

Finance, p 35 


Table 9 Suort-Tcrm Dcbi in Asfan 


CouNraiEs by End of 1997 


_Short Term Debt to_ 


Total Debt 

Otficial Reserves 

Indonesia 

24 

160 

South Korea 67 

300 

Malaysia 

39 

55 

Thailand 

46 

107 


TaBU: 10 LasVERAUE RATIOS FOR 
Hrivati Corforates 

S Korea Thailanil Indonesia Malaysia 

l<)K6-94 32 Ti Ti oT" 

1995 % 3 7 2 2 2 2 1 2 

Smin f WB, Global Economic Prospects 1998-99, 
p70 


Tabie? CREorr, Monfy and Forlion LiabiutiisS 


Indicators (Percentage) 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

Indonesia 









Annual growth in domestic credit 

58 3 

18 9 

14 1 

21 0 

22 9 




Annual growth in M2 

442 

17 5 

20 2 

20 2 

20 0 

27 0 

29 8 


Credit lo pnvote sector as of GDP 

46 9 

46 2 

45 5 

48 9 

51 9 

53 7 

55 8 


Foreign Indnlily of banks as of GDP 

II 

86 

10 3 

10 9 

10 9 

96 

85 

27 7 

Malaysia 









Annual growth in domestic credit 

18 0 

18 5 

29 2 

26 6 

14 8 

29 5 



Annual growth in M3 

12.8 

14 5 

19 1 

22 1 

14 7 

24 

20 9 


Credit to pnvote sector as of GDP 

714 

77 

111 4 

113 3 

115 

129 5 



Foreign liability of banks as of GDP 

73 

9 

13 

19 5 

88 

65 


18 5 

South Korea 









Annual growth in doincstiL ciedii 


22 4 

117 

12.7 

18 4 

14 7 

19 4 


Annual growth in M2 

17 2 

21 9 

14 9 

16 6 

187 

15 6 

15 8 


Credit to private sector as of GDP 

65 3 

65 4 

65 6 

668 

69 2 

69 4 

74 8 


Foreign liabiliiy of banks as of GDP 

65 

77 

76 

69 

8 

10 1 

12 1 

14 7 

TbaUnnd 









Annual growth in domestic credit 

26 8 

15 5 

18 0 

22 7 

26 9 

23 1 

14 0 


Annual growth in M2 

26.7 

19 8 

15 6 

18 4 

12 9 

17 

12 6 


Credit to |»ivate sector as of GDP 

83 1 

89 1 

98 6 

III 2 

128 4 

138 8 

100 


Foreign liability of banks as of GDP 

64 

6 

69 

II 7 

20 3 

24.3 

23 3 

15 


Naif Annual growth in dometuc credit and foreign Itahility of banks as cited in M K Rywhit 
(1998), pp 35-41 
Saurte (for rest) 

Asian Development Outlook 1996-97 and 1998, ADB World Development Indicators 1998 
ADB. Asian Oevelopment Outlook 1997, IMF, International Statistics 1996, IMF. World 
Economic Outlook 1997, World Bank, Global Development Fmance 1998 



growth in M2 without having a pro- 
ponionate eflect on the flow of aggregate 
domestic credit until the demand for the 
latter finally shrank in late 1S>97 (Table 7). 
To a large extent the above was due to the 
continuing optimism shared by the non¬ 
bank agenLs in the financial markets who 
remained, by and large, outside the net of 
the respecbve national monetary autho¬ 
rities. The outcome also reflects the fact 
that credit in an economy is. alter all, 
endogenous and demand determined, a 
posiUon which challenges the monetarist 
illusions over the stability of the exchange 
rate. The latter came to be questioned only 
when the process met with a grinding 
halt.’ 

The inherent weakness of these 
currencies in the face of a run on them 
was also evident with failed attempts on 
pan ot the monetary authonties to suppon 
them, initially, by depleting reserves and 
latei. as currencies depreciated fast, by 
raising short-term intore.st rates in a bid 
to attract inflows of foreign (mostly bank 
and portfolio) capital In a deregulated 
market where direct quantitative controls 
on capital flows arc noi permissible, using 
intere.st rates remains ihe .sole option left 
with the monetary authorities to arrest 
funher downslides in their exchange rates. 
In a market where expectations lue domi¬ 
nant in determining the future movements 
in pnee variables, it is often the case that 
the market turns out to he uiutable. In such 
cases a hike in short-term interest rate may 
not be coasidered os a once for all affair. 
Expectatioas of further cuts in interest 
rates then enaiuragc sales of stocks at the 
prevai Img pnee before it goes down further 
with downward movements in interest 
rates in future As a con.sequcncc capital 
outflows can continue and even be more 
forceful as the monctaiy authorities try to 
arrest them with successive rounds of 
increases in the domcsiic interest rate. We 
have {Hovided. in the Appendix a formal 
argument for this. The strategies ot mone¬ 
tary control as were open to these Asian 
economies at the end of rinancial deregula¬ 
tion were limited to the use of pnee 
vanables alone, which included the pos- 
sibilibes of variations in the interest rate 
and exchange rates. In the troubled econo¬ 
mies of Asia, hikes in short-term interest 
rates as well as the steep depreciation of 
national currencies both proved counter¬ 
productive with unstable conditions in the 
exchange and stock markets in these 
economics. Depreciation of national cur¬ 
rencies and interest raie hikes which were 
of an astronomical order, only generated 
expectationsoffuitherchangesinihesame 
directions, providing impetus for additional 


capital outflows. As for other remedial 
measures, unsuccessful brakes, in the form 
of caps on bank lending, etc, in the stock 
markets were tried in Malaysia. State 
takeovers and assistance to die industrial 
conglomerates were tried in South Korea. 
Finally, approaching the IMF for loans to 
overcome the liquidity crisis was tned by 
all except Malaysia. None of the above, 
as recorded by recent history, proved 
succe.ssful in yielding a solution. Rather, 
the panic triggered off by speculators in 
the financial maikets was reinforced by 
sudden closures of finuicial institutions 
in Thailand and South Korea which had 
a bad asset profile, a sequence which was 
initialed by the IMF in its bail-out pro¬ 
grammes. Weakness of national currencies 
spread, with a contagion effect, across 
markets in the region, covering stocks, 
money and property 

In our judgment an outcome such as this 
was natural as national currencies 
weakened in the.se deregulated markets, 
especially with (i) adverse performances 
oi the real sector which drove an increasing 
portion of the financial flows to ventures 
dominantly spcculatoiy and short term in 
nature and (li) the uncontrolled accumu¬ 
lation of shori-term external liabilities 
which became disproportionately large in 
relation to the official reserves. Links 
between financial sector liberalisation, 
credit booms and banking cnsis in ca.st 
Asia have been corroborated in a growing 
literature on cross-country research. In a 
recent study of 53 countries in 1980-85 
a strongly significant association is found 
between the probability of a banking crisis 
and eariiet financial liberalisation, as 
proxied by the removal of interest rate 
controls (Dcmirgue-Kunt and Detragiachc 
19981 

As for the second-round effecLs ot the 
financial collapse for the real .sector, it 
reacted .sharply with downslides in output, 
employment and wages. The high 
weightage of traded goods in the GDP of 
these countries made it especially difficult 
for these economics to recover from the 
ongoing real stagnation. It was difficult 
to recreate a niche in the global market 
for their e,.port wares, even with the most 
drastic order of cuncncy depreciation. This 
was due to the global pattern of oversupply 
in products like semi-conductors which 
Ignited the crisis in the export sector. 
Competitivi. exchange depreciation just 
ended up in pre-empting each other’s 
markets in a global market which was not 
expanding. Al-so the crash in the financial 
.sector affected the real sectorby dampening 
the domestic demand as originates from 
these scctois The real sector found it 


harder to maintainits rate of growth because 
of the non-availability of foreign resources 
as were needed for expansions. It was thus 
natural that foreign investors showed a 
lackof interest ui making fresh investments 
in this region. Finally, the financial per¬ 
formance of the industnal conglomerates, 
which, as in South Korea, are closely linked 
to those of the financial institutions also 
affected the production plans in the real 
sector. 

IV 

Condusions 

Recent economic upheavals in south¬ 
east Asia confirm the following general 
observations 

First that a financial boom, unle.ss 
matched by real sector expansion, remains 
fragile This is because with tiun-per- 
formmg real .sector, financial expansions 
in an economy can continue only if ex¬ 
pectations regarding protiis on these pure 
financial transactions can continue to be 
self-fulfilling The latter is difficult to 
ensure in an uncertain world In I act profits 
on financial activities arc, in these situa¬ 
tions, crucially dependent on changes as 
can only be generated in the financial 
market under uncertainty (and not by 
growth in the real .sector which is non¬ 
existent) While returns on the.se a.sscts 
may he higher as nsks move up with 
uncertainty, there is no guarantee that 
those would continue to remain high. Hus 
confirms the process of panic-run inter¬ 
pretation of banking runs and currency 
market crashes the origin of which how¬ 
ever lies in poor periomance in funda- 

TABi.e 11 iNoirATnRS or Corkwaie 
FlNANONb. I9‘)6 


Debt/ ST/Toial ST LT 
Equity Debt Forcign Foreign 
Rauo Ratio Debt Debt 
(Mean) (Mean) Per Cent PerCeni 


Indonesia 

I 88 0 S4 20 5 

19 b 

Korea 

3 5.S 0 S7 29 4 

17 

Malaysia 

1 18 0 64 32.1 

11 

Thailand 

2.36 0 63 29 6 

17 3 

Sourrr'ADB, Asian Developnient Outlook. 1999, 

p27 

Tabue 12 FDFUiars 



(m I milUons) 


Indonesia Malaysia 

Thailand 

1989 

682 1668 

1775 

1990 

1093 2332 

2444 

1991 

1482 .3998 

2014 

1992 

1777 2004 

2114 

1993 

2004 S006 

1804 

1994 

2I(>9 4342 

1.322 

i99.S 

4348 41.32 

2002 

1996 

6194 4672 

2268 

190) 

5350 3754 

3600 


2076 


P/*AnAfVli/' BAH Rr%llH/»ol tanl«r ^4 IfMir 



mentals which includes the stagnant real 
sector. 

Second, with deregulated finance, it 
becomes harder on the pan of the monetaiy 
authontics to provide a package of policies 
which can avert a financial cnsi.s. This is 
^ due to two reasons; first, becau.se of the 
' iactthatcreditexpansiunsinthccconomy 
are often beyond the control of monetary 
authorities, especially with privately 
engineered financial innovations which 
aremoreeflectiveundcrdcregulation The 
above fuels the spiralling of speculation 
in the economy, financed by the uncontrol¬ 
led expansions in finance. The absence of 
a restraint on the quality as welt as the 
quantity of credit leads to mismatches, 
with a combination ol short-term liabilities 
and long-term assets and inadequate 
foreign currency re.seivcs held as assets 
against foreign exchange liabilities. A 
downswing in the financial market is 
capable ol aggravating the problem, 
causing further reductions in the value of 
asset!, held by linancut in.stitutions (say 
in ilic tomi of collatcials) and a drop in 
ofiiciat mscives of foreign currency as 
monetary authontics use the latter to 
suppoti the exchange rate 

'fhe set. ond aspect of the pi obicni. which 
IS iiucriclaied. concerns the limited scope 
ol monetaiy interventions in open, deregu¬ 
lated fiiuneial markets. With financial 
dcrcgtilalion. the vanahles open to official 
interventions are the exchange rate and the 
domestic interest rate Both, however, arc 
subject to tt trees of expectations which arc 
shaped by the state of uncertainty in the 
maiket .Since monetaiy authorities enter 
the market as one among its vai lous age.nl.s 
and have tooutpertomiothcrs it may prove 
difficult to ancst a financial crisis when 
speculations aic advcisc. Thus cllorts to 
arrest fuithci attacks on a depreciating 
currency by raising the domestic interest 
rate proves self-defeating in attracting 
inflows of capital as long as tlicrc is an 
expectation of further interest cuts. An 
alternative, which rcliesoncapitalamtrois 
(or even monitoring and supervision) can 
only be tried by departing from the regime 
of deregulation. 

The concluding observations which 
.seem to follow from our analysis of the 
four Asian economies in distiess suggest 
that the stabilisation as well as the 
monetarist doctrines and policies 
advocated by the IMF seem to have been 
once moie discredited by the recent crisis. 
It also follows that to make the remedial 
policies cn'cctive, efforts should be made 
to focus attention on the performance of 
(he real sector, lapses in which stall all 
attempts to cushion (he financial sector. 


AmtNDix I: Monetary Control under 
Capital Afcoiw CoNVERTiaiunr 

For monetary authorities confronting a 
speculatory attack on the national currency 
in the foreign exchange market, policy 
options in a deregulated financial market 
are limited. These include direct interven¬ 
tions in the foreign exchange maitet by 
selling foreign exchange for local currency, 
and with capital mobility, hikes in the 
domestic interest rate to attract foreign 
investments. Sales of exchange re.serves 
and the hikes in domestic interest rate may 
respectively cut back the growth rates of 
money supply and credit (via cuts in high 
powered money) and credit demand in the 
economy W'hile exchange market intcr- 
vciittons by monetary authonlies reduces 
the stock of high-powered money, a hike 
in the domestic rate of interest reinforces 
the monetary contraction initiated by the 
former. The process may conflict with a 
domestic target of monetary expaasion, 
especially under credit stringency and 
unu.scd capacity In addition, efforts to 
restore confidence in the capital market 
by stepping up the domc.stic rate of intere!>t 
may not achieve its goals when the maiket 
IS uncertain as well as volatile. 

lit torts on part ot the nabonal monetary 
authorities to piotect a run on its currency 
may thus face ditficulties, not ju.st with 
limits on .sterili.saiion of domestic money 
supply but also with the ineffectiveiies.s 
ol monetary mtoivcntions in deregulated 
financial markets Currencies which are 
weak in the intcmational markets are 
typically backed by a stuck oi reserves 
which often proves inadequate to support 
the exchange rate il there is a .speculative 
run on il As the monetary authoiities in 
the dome.stic economics try out the route 
via interest rale hikes, the response in terms 
of capital flows may not always work m 
their tavour This is due to the built-in 
expectations in the capital market, which, 
with anticipations oi further depreciation 
and interest riue hikes, may not woik to 
improve the exchange rale. We work out 
a model indicating such possibilities. 

lo simplify our argument, we a.s.sume 
that all capital inflows to the domestic 


economy respond to interest rate variations. 
This amounts to assuming all such flows 
as portfolio capital, since die latter res¬ 
ponds, via changesinstock prices, lo move¬ 
ments in the home interest rate relative to 
(he rate which pievailsoverseas. We fiirthei 
assume that there is capital account con¬ 
vertibility in the domestic economy As a 
consequence capital flows remain market- 
determined. Tliis niles out ail quantitative 
restnetions on capital 1 lows and the mone¬ 
tary authorities arc left with the intcre.si 
late and direct exchange rate interventions 
which remain the tools to combat further 
declines in the exchange rate. 

From an accounting balance, the currcnl 
account deficit (CAD) can he expressed 
as net capital inflows (K) less the changes 
in ufticial reserves ((R ). Ruling out, by 
as.sumpiion, changes in official reserves, 

CAD=:K-AR = K ... (1) 

where AR =: 0 by aiLsumpticm 

For an economy facing a depreciating 
exchange rate, the monetary authontics 
may try to narrow down the CAD by 
raising the domestic interest rale Eflorts 
as above would be successful only when 
the portfolio managers ahniad respond 
lavouiably. The latlet would be a hinction 
of both the interest rate vunations and 'he 
expectations regarding exchange rate 
movements To put it tormally, 

K, = alEV,-E,I/IVPK -''M -<2) 

where K. fc and respectively refei to 
net capital inflows and the actual and 
expected exchange rates for foreign cur¬ 
rency in units of domestic currency. Sub- 
senpts lo (he respective variables refer 
lo the nine period. Finally i**, and i*, refer 
to (he respective interi'st rates in dome¬ 
stic and foreign countries in the cunent 
period t. 

Wc start with the a.s.sumption that there 
is no uncertainty regarding the prevailing 
interest rales (which arc thus given once 
for all) and in exchange rales (which are 
expected to change over time). As for the 
sign of the cixiffsclents, an expected depre¬ 
ciation of the domc.stic cunency (which 
is equivalent to a nse in E*^) normally 
reduces the incentives to invest on the part 
of foreigners, and hence a<0 As a con 
trast, an excess of W, over i*^^ encourages 


Tabll 13 Sho«t-Ti rm Inuri-st Rates 



Novemher R, 
1997 

November 29. 
1997 

Dckember 6. 
1997 

OeLember 20, 
1997 

January 3, 
1998 

January II. 
1998 

Indonesia 

30 ro 

30 50 

30 50 

30.50 

30 50 

30 51) 

Thailand 

17 0 

19 50 

20 50 

23 50 

26(h) 

25 .50 

Malaysia 

8.66 

9 33 

9 22 

9 in 

9 13 

10 09 

South Korea 

I3.S5 

14 95 

15 00 

15 00 

25 00 

2100 

Japan 

043 

0 49 

0 60 

066 

071 

0 70 

US 

5.53 

5 62 

.5 67 

5 69 

5 47 

5 40 
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capital inflows and hence p>0. We con¬ 
sider later the possibility that the latter can 
be negative with expectations of further 
increases in the interest rate. 

We now introduce an additional 
assumption that financial asset’s acroiss 
countries arc perfect substitutes for each 
other. This ensures the uncovered interest 
rate parity in terms of which 
i**, = i^,+ [F,^, - E,]/E, ...(3) 

We now specify movements in the 
expcctedcxchangeratc Sincethecurrency 
in the domestic economy is assumed to 
be under .speculative attack, we coasider 
the latter to be subject to an extrapolative 
expectauon function. Thus, a movement 
in the exchange rate in any direction is 
expected to move it further in the same 
direcuon. We thus postulate that 
EV, =E,+ h[E,-E,.,1, ...(4) 

where E, > Ef.| and ft > 1. 

Substituting from equation (4) we get, 
in equauon (2), 

i'‘, = if + mEV,-Ejl/E ...(5) 

with expectations always fulfilled, 

^*1+1 ~ ^+1 

From this equation < 5) can be rewritten 
as 

i-*, = i‘, + p (E, - .(6) 

Now equation (4) reduces itself to a 
second-onter difference equation 

®i+i = E, + M’ (E, *■ E,_i) 

Solving we get, 

E, =C, + ti«Cj ...(7) 

where C, and C 2 are two arbitrary 
constants. 

Putting hack the value of E, from (7) 
in equation (6), 

i", - 1^, = il'Cj (|i • I) .. (8) 

Substituting, in equal ion (I) values from 
equauons (7) and (8) 
K,=[(a+P)C2M'(p-l )1/[C,+C2 mM ...(9) 
Rearranging we gei. 
K,=[(o+P)C2{fi-l)]/[C,(n-*+C2)...(9a) 
Equation (9a) projects the tunc path of 
capitalinflowsKftothecountryfFigure 1). 
Given that exchange late movements are 
subject to an extrapolative expectation 
function by assumption so thatii> I always, 
we have the following po.ssibilities: 

(i) If (a-i-P) > 0 there will be an upward 
path of K, which will lie within the upper 
and lower bounds as given below 

K, = I(a+p) m -1)1 at t = X 

K,=[(a+P) (p-1 )j cy fC, +C 2 I at t = 0 

(ii) If(a+P)<Otherewilllteadownward 
time-path of K, which staits at 

K, = Ka+p) C 2 (M -1)V [C, + C 2 I 
for t s 0 and reaches the lowet limit at 
K, = [(a+PKli -1)1 at t = X 
Thus attempts by monetary authorities 
to attract capital from abroad by raising 
the domestic interest rate relative to tlie 
foreign rates would be ineffective over 


time, as can be seen from the flattened part 
of the K, schedule in its upper region. 
Inflow of capita] would have its maximum 
value at a level which will be larger with 
higher values ofp as well as the sum (a+P). 
The above reflects the fact that when 
interest rate hikes counteract the adverse 
effects of successive exchange rate depre¬ 
ciations on coital inflows - i e, the sum 
(a+P) IS positive - the magnitude of the 
successive rounds of depreciations (p)as 
well as that of the net effect of interest 
rate and exchange rate adjustments (a+P) 
in each tinle period influence favourably 
the upper limit of K, inflows. The minimum 
level of K, which is set as the floor would 
happen at the beginning when t» 0 and 
for similar reasons, are influenced by the 
structural a.spects which now also include 
the constants C| and C^. 

We can explore the consequences of a 
regressive exchange rate function, one 
whereii< I (Figure2>. Unlike the previous 
case, a positive value of (a+P) is here self- 
defeating since exchange rates arc expec¬ 
ted to move back to the initial level. We 
now have 

K, = - f(a+P) Cj (|i -I)1/[C, + Cjl 
for t = 0 

Kj = 0 at t = «» 

Continuing further, we can have a 
negative value for (a+P) and And out the 
consequences for K, when the exchange 
rate expectations continue to be regressive 
with |t < 1 (Figure 2). 

The upper and lower limits of K, are 
given by 

K, = l(a+p)C2 0t-l)l/lC,+C2]at 
t *0 

K| s 0 at t = » 

Interestingly, efforts to maintain the 
interest rate parity by hiking the domestic 
interest rate would in this case eliminate 
all capital inflows, thus making s 0 . 

Summing up, we observe that monetary 
policy to generate positive inflows of 
capital from abroad can only be temporarily 
successful, and that too in special situaticms 
when )i>l and (a+P) > 0. Paradoxically, 
It is necessary that exchange rates are 
subject to extrapolative expectations when 
the net impact of the exchange rate and 
interest rate variations on capital flows arc 
positive . 

The outcome, however, would be 
different if, like the exchange rate move¬ 
ments, the hikes in interest rates are also 
subject touncertainty and expectations are 
not necessarily fulfilled. In such situations 
it is not guaranteed that the hike in interest 
rate would be once for all. The monetary 
authorities may keep raising the interest 
rate over tune. As a consequence stock 
prices are expected to drop Either while 


foreign purchasers in the maricet would 
prefer to sell stocks and/or wait before 
their next purchase. In such cases P < 0 
and changes in K, as a result of a hike in 
interest rates can never be positive. For 
such situations the monetary authorities 
would simply find it impossible to control 
the slide m exchange rates by influencing 
capital flows through interest rate varia¬ 
tions. Accordingly, a nse in interest rate 
would never be able to improve the ex¬ 
change rate by increasing the net capital 
flows to the countiy when interest rates 
are expected to increase further. 

Appendix II: Growth under 
Dereoulated Finance 

Growth in the real .<icctor of an economy 
does not necessarily improve with ad¬ 
ditional flows of finance, particularly in 
deregulated financial maikets. This 
happens with divergent trends between 
the rates of return on financial a.vsets and 
in particular, between those backed by 
real assets and others which rest on the 
pyramiding ot financial assets which are 
backed by the .same real asset. In de¬ 
regulated financial markets the average 
rate of return on speculative linancial 
activities often exceeds the returns on real 
activities, e.spcrially with uncertainty. This 
happens as financial markets normally arc 
subject to a greater degree of risks, a fact 
which explains the rising rate of returns 
on them Financial deregulation encour¬ 
ages different forms of financial innova¬ 
tions to hedge for and speculate on un¬ 
certainty, which in turn ensures additit'nal 
flows of credit at higher risks These can 
beidentifiedasthc ‘finance’ motive behind 
liquidity demand, the ongin of which 
may he in the sphere of real as well as 
spcculatory activities in the economy. 
[See for a early reference to the ‘finance 
motive’ Keynes (1937a, 1937b, 1937c) 
and Rousseas (1986)]. With incredses in 
both the flow of spcculatory finance and 
theirratesof return in an economy, demand 
for real activities may be dampened rather 
than facilitated in the proce.ss, if the spread 
between returns on speculmoiy and the 
real sector continues to be on the uptrend, 
especially when aggregate flows of finance 
do not increase in the process. An outcome 
as above contradicts the conventional 
arguments as e.g, in the McKinnon-Shaw 
hypothesis in favour of financial liberal¬ 
isation. [McKinnon 1973; Shaw 1973; 
Caves and Johnson 1968, Fry 1988]. In 
terms of the latter a, greater degree of 
flnancial intermediation is capable of 
generating growth in real activities, by 
raising savings and ensuring its deployment 
along more efflcienl channels. 'The argu- 
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ment does not stand scrutiny once we 
rqect the two underlying assuminions that 
all savings are automatically invested and 
that savings respond to higher interest 
rates oflered. The logic implicit in these 
arguments also ignores the fact that there 
can be flnanctal investments which do not 
add a real counterpart. This happens 
typically with uncertainty which makes it 
profitable to acquire high-risk financial 
assets providing higher rates of return. 
Examples of pure speculative or hedging 
activities ot financial transactions include 
ranges of denvanves (forwards, futures, 
opuons, swaps) and windfall gain.s/losscs 
in volaule currency as well as capital 
markets. The use of dcrivativeN adds on 
to the transaction cost ol each deal while 
the capital gains/losscs on these trans¬ 
actions are treated, in standard national 
accounts as transfers which do not con- 
tnbute to national output. Accordingly 
financial investments in these activities, 
oiiginating from the .same ba.se in terms 
of .specific real activities, do not expand 
the base in the real suctoi 

Questioning the legitimacy ot the 
portlolio (or asset maiket) cqutiibnum 
approach, the enttes point out the dif¬ 
ficulties of calculating the probability of 
these nsks with acluaiial precision, es¬ 
pecially under unccriainty. The above 
invalidates the claims regarding an 
equilibnum in assets maikets, based on 
the notion of Tull' information regarding 
the expected changes ovlm umc in the 
vanablcs which arc unknown [Davidson 
1982]. Accordingly the notion ui nsk- 
adjusted returns which is olten advanced 
as a lustification of the highej rates on 
nsky assets fail to deliver an equilibrated 
rate of returns on different as.sets As we 
point out below, with uncertainly in¬ 
creasing the risks of spccuialoiy finance 
the returns on the.se activities arc also 
pushed up. making investments in the real 
sector appear less attractive tn terms of 
relative profitability. 

Earlier attempts to identify the real rate 
of return on productive inve.stments at 
each long-term expected rate of return on 
bonds include Keynes’s seminal con¬ 
tribution in his Genera/ Theory. The argu¬ 
ment was modified b) Keynes himself in 
his 1937aiticles where the ‘finance’ motive 
for liquidity is shown to be separate from 
the speculative or transaction motives. 
Separation of the finance motive from the 
rest of liquidity demand has led post- 
Keynesians [Minsky 1982, Davidson 1982; 
Rousscas 1986] to stress the role of finan¬ 
cial innovations in accommodating (endo- 
genising) the additimts to liquidity demand 
as arise with the *inance motive. A failure 


to match such demands, in terms of the 
aigument, cuts back the pace of investment 
and hence real growth in the economy 
An argument as above, however, fails 
to capture the essence of the altctnaie 
sources of liquidity demand in terms of 
the finance motive. The latter may generate 
the demand for financial liabilities the 
subsequent rounds of which are not neces¬ 
sarily backed by additional demand for 
real assets. A.sscts and liabilities as above 
relate to the speculatory activities, returns 
on which and as such their net demand 
are not possible to anticipate at a point ol 
time. Possibilities as above were recog¬ 
nised earlier in the literature, with attempts 
to identifying the related investments as 
'fictitious* rather than “productive' capital 
[Hiltcrding 1910] As pointed out in a 
recent study, liquidity needed to finance 
the purchase ot equities is separate iiotn 
that needed to purchase the fixed rate - 
fixed price long-term bonds [Hams 1996]. 
The rcium on equities in the primary market 
sets the pace ot real invc.stmcnts in an 
economy and finanial innovations do not 
ncccssaiily augment these flows. Tins is 
because ol the dominance ut markel-it.sk 
in .setting the profitability (Tobin’s q) on 
equities When the future is unccftam the 
market will have atendency to hold shoitcr- 
term a.s.scts, which may consist of pure 
financial transactions. Long-term equities 
also can contnhute to the How of the.se 
shoit-tcrm financial assets by having a 
quick turnover in the .secondary market 
Financial innovations in a deregulated 
financial market would add to the ranges 
oi derivative financial in.struitients. pro¬ 
viding opportunities foi hedging and/or 
speculating on uncertain prospci'ls Thc.se 
transactions, as can be analy.sed, expand 
tlie liquidity base, providing soutces ol 
finance which do not directly contribute 
to real growth jSen 1996]. 

We analyse in the rest ol this Appendix, 
tire implications of above pattern ot 
financial flows tor an economy 
Let flows of finance (F) which are 
available in a market as private credits lor 
investments he distnbuted, at a point of 
time, between investments in the pro¬ 
ductive (real) sector and the speculative 
financial sectoi in the following manner 
F * F, (Jt, - Jtj) + F, (Jt, - 11,)... (1) 
where F, as well as Fj are both positive 
and ic, # n 2 . It is further assumed that iCj 
is initially /.cro and it starts rising over time 
as financial liberalisation is initiated in the 
economy. Accordingly. Fj (iCj - n,) will 
be zero as long a.s K, 2 ^ contrast, 

F|(n| - iij) is assumed to reach its 
maximum value at n,»lu. Thereafter, as 
R 2 cxcecdsR,, the stock ofreal investment 


would continue at the same level, allowing 
only for gross investments which consist 
of the annual depreciation of the fixed 
plants. This is because invc.stments in th^ 
real sector are diliicult to undo, given the 
high costs related to such dismantling ot 
physical plants The argument isconsisteni 
with the standard assumptions in the 
literature ul a relatively high speed ot 
adjustments iii the financial sectoi 
[Dornbusch 1980; Koun and Potter 1974]. 
For our purpose, the stability of the shKfc 
ol capital accumulated in the real sectoi 
virtually renders such stocks autonomous, 
which simultaneously provides the ba.se 
for the pyramiding of financial claims on 
these a.sscts as exceeds it, 

I'lum (I) we can wiilc 
I = 1, (lt| - R,) + 1, (R^ -R,) (2) 

wliere 1 .stands for m vestment in'the 
economy as a whole and I, and L tor 
respective investments m the two scctois 
As assumed above, the real sector ot the 
economy continues to grow till R, = R 2 ' 
and m subsequent penods the gross invest- ! 
mcnl m this sector tapers oil to a level \ 
which IS consistent with the annual depre-: 
ciation cOst ol the plants built in the eat licr I 
penods when net investment was positive | 
We dctinc these as autonomous com- - 
ponenis of investment in (he real sector, 
which by definition is invariant vis-a-vis 
the rate of return The remaining part of 
real sector investments arc financed by 
credit from the market the demand lor 
which IS positive and is a lunction ol the 
rate of return (R, ) as lung as the iattci docs 
not fall short of Rj. 

As with (he notion ot an endogenously 
delcimined money supply |Rous.seas 
1986], the quantity of the latter sc*cms lo 
depend on the demand lor credit. In other 
words, demand lorcicdit is alw.'tysaccnm-. 
modated by supply in the economy We' 
lay strc's on the role of financial ninnva-' 
tions (and not the LLR function ol the 
central bank or the rising income velocity) 
as the mam lorcc activating additional 
credil Hows [Kaldor 1970,1982, Weinlrub 
1978; Mimsky 1982. Radclilf Committee 
1939]. Accordingly financial innovations 
as arc activated by uncertainty would 
generate credit in the domestic economy 
but would not reach out, in its first round, 
the real sector at all. This is because 
innovated additions to ihe credit flows 
respond to (he rate of return (Rj) in ihc 
financial sphere' which over time is expec¬ 
ted to move to levels which are higher than 
the the return (R,) on real sector iiive.si- 
ments. Accordingly a rise in r^ would in 
eifect limit the share of a given flow oi 
finance (F,) reaching out to the real sector 
We need to as.sc.ss, in such situations. 
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the uinscqiicnce o1 the using ic, on teal 
investment (I,) in the economy We have 
two .scenarios according to (he ivlativc 
rates oi pinfitahility between the two 
sectors, whicli arc spelt out below. 

Scenario I I = I, tit,) where 1,'> 0 and 

It, > Jt, 

Scenaiio 2 I = I N 012 ! 
where I is tlic constant level of gro.ss 
investmeni which meets the annual 
depreciation cost of the stock ot assets in 
the ical sector and is linanccd by corporate 
savings within the sector Also i 2 '> 0 and 
«2 > It, 

Let L' - b in Sceiiiino 2 

Then 1 = I, + brt, .(3; 

We now obsen e, that (a) the giowth rate 
of aggicgate investment in this economy 
would he deterinined by giowth rate of 
investment in the Imancial scctoi and akso 
(b) that in the poKCss the composition ol 
investment in theceononiy would change, 
having a much larger weight ol Imancial 
.sector insesimenis 

Thus with real sector inve.stments 
continuing at 1, over lime, growth rate of 
aggregate inve.stmeiit m the economy is 
given, Irom (.i) above, by 

dl/I dt = d 111 ^ 

Also It follows Iroin (3) that as it, goes 
up over time (with Imancial lihcfaltsa- 
tion), the share ol financial sector inve.st' 
ment bitj/l moves up pun ptn\u. thus 
contributing to risks in terms ol a potential 
collapse ot the speculi'li vc financial sector 
activities 

It can he argued that tor a given supply 
ol credit in the maiket 1 F) and a given rate 
of return on real inscstment ii|, thcie 
remains a cntical value ot it, as the latter 
exceeds it, when the entiic amount of F 
IS advanced to speculation Bcnelits ol a 
deregulated Imancial market in terms of 
higher aveiagc tetums on the high nsk 
category of spcculatoiy investments would 
thus not filter down to the rcal .sector as 
the relative attractiveness of investment in 
the latter worsens over iinic Moreover, 
with a rising weight of the speculative 
Imancial invcstnietits in aggregate flows 
ot credit in the economy, the potential 


dangers ot a financial cn.sis becomes a 
reality Both ot above sequences, as is 
obvious, calls lor caubon in deregulated 
financial maikcts. 

Wc have depicted, m Figure 3 an account 
of the above arguments. As I, remains 
invariant at I as Rj exceeds R,, the real 
sector ceases to receive additional credit 
from the market All additions to linancc 
as arc pmvided by the maikct arc now used 
up in buying a.ssct.s which are purely 
speculatory and are backed, as the base, 
by the .same stuck of teal assets Risk- 
aversion on part of the investors cn.stires 
the concavity of the I schedule beyond S. 
indicating that the riskiness of financial 
investments needs to be compensated by 
highet Idles ol return (Rj) as more money 
IS put into .such investments. 

Situaliuns as above indicate the need to 
institute some measures of regulating the 
credit market m the interest of growth, 
hi lolls to raise the relative rale of return 
on real investments (R|/r,) would be usclul 
in the above context. Thrs can be done by 
raising r, and/or by reducing R 2 Imple¬ 
mentation ol such policies would require 
cticc'tisc contiol of the market torecs. 
supplemented by demand generation as 
well as technological changes as are 
capable of raising the average returns on 
investments in real activities. 

Notes 

[Earlier versions ol this amclc were presented in 
seminars al univeiMlies in Raicclona, Brazil and 
at the institute of manapciiK'ni at Calcutta I am 
gratelul to colleagues who offered comments in 
these meetings in addition I thank Ainu Rhadun. 
Ariin Kumar and Ramprasad Sengupta, iny 
colleagi'cs al the Ccntic foi Economic Studies and 
Planning, Jau .diarial Nehru University foi help 
III iomiulating some ot the arguinenis ] 

1 .Sec tor arguments wlating to endogemty of 
money and credit in financial innovations, 
Minskvl 191121. Davidson (1982land Rousseas 
(1986) See Appendix II of this paper tor an 
elucidation of the above argument 

2 Shales iclaimg to property and finance com¬ 
panies indexed at 199.1, tell sharply in Thailand 
from rcspeeiivc levels at 110 and 149 in 
February-March 1994 to 8U and 60 in Apnt 
1995 Indices collapsed further in the sul^- 
quent penod and by May 1998 these weie 
respect I voly al 12 and It) World Bank 
(1999 9.X) 

3 ll IS inlercsiing to observe that even the 
iniemationol cr^it rating agencies continued 
to shan; the optunism of the maikei in extending 
new credit to these economies until their finan¬ 
cial markets actually collapsed by end of 1997 
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NGOs: Are They a Force for Change? 

Joan Mencher 

This paper examines the relationship between NGOs and the socio-econonnc and political milieu in which 
they exist locally, nationally and internationally. Given the range oj NGOs and their niiinv complexities, 
the issues raised by them are multidimensional. Yet, NGOs i an effectively function as agency of change 
if they focus on what they are good at doing; the wavs in which they help involve local people in acting 
for them.selves, and not asking them to he responsible for those activities which .should rightly he the 
responsibility of government. 


iNUtODlllTinN 

THE relationship between NGOs and the 
socio-economic and |K)litical milieu in 
which they exist locally, nationally, and 
internationally are examined in this paper 
and related to the question. ‘In what ways 
have NGOs begun to be a lorcc foi 
mcaninglul change’’’ What specifically 
are they doing and tan it make a di I fcrcncc’’ 
In what way are some NGOs playing a 
significant role in bringing about a rc- 
ordenng of both gender and class relations 
in society’’ Is this question itself realistic 
or is It simply wishing lor the moon’’ Can 
NGOs he any match loi multinational cor¬ 
porations (which they would like to tame 
if not control), nr against the power ot 
inaiket forces’’ Is there any way in which 
they can come to have any inHucnce on 
the policies ot thcirnational governments? 

The term NGO is re.illy a catchword tor 
an enormous variety of structures, punsuing 
diverse strategies, ot widely diftenng si/es, 
aims or missions, and defies definition 
because ot this diversity As Maxine 
Wcisgrau notes in hei excellent study in 
India of Rajasthan NGOs, it is a tcim used 
rather loosely to relei to any organisation 
that IS not a direct division of a national 
government [Weisgrau 1997!, 

While the formal use ot the term derives 
from Its recent incarnation as a highly 
significam vchictelor ‘development’, such 
organisations - both formal and informal 
- have existed for millennia 

The focus ot this pupet is on tiicir new 
incarnation from the 1970s onwards. 
Before discussing NGOs, it is important 
to clarify what is meant by the term 
‘development’. In di.scussing NGOs and 
issues of change, the question anses 
immediately from whose point of view a 
specific development or change is desir¬ 
able, and how would any specific change 
affect each of the stakeholders involved. 
Without such an analysis, it is nmaningless 
to talk about ‘development’. 

There is a vast literature noting the 
diffennee in the way in which different 
groups of peoptedefinc development. Most 
villagers who have spolosn to me or my 
assistants in the various projects and 


consultancies I have been involved with 
tend to sec their development needs in 
termsot ways to alleviate then household’s 
severe povcity, their lack ot adequate 
employment, ihen lack ot any land or 
good lemle land, their lack ot adequate 
irrigation water, or other productive 
icsources. In the parts of south Asia I 
know he.st, villagers recogni.se their need 
for higher education, decent health lare. 
the lessening ot discrimination by higher 
caste and/or wealthier villagei s and urban 
deve lopnwnt personnel, their lack of t unds 
to pay bnK's. lack ot power, aiul ot com sc 
gender discrimination both in the home 
and outside Often their expressed needs 
translate bc.st into economic hettcrmcni, 
and a need (or a significant inctcase in 
power over their own lives, including not 
only having enough to eat (though that is 
basic) hut also autonomy Most planners 
tend to Ignore the importance ot autonomy 
and power, ot in some cases would prefer 
not to sec mote power devolving to poorei 
villagcis 

Weisgiau in herbrnik talks about NGOs 
and their development as a “rapidly 
expanding industry" rather than a siKial 
movement, and 1 would certainly agiee 
with her when it comes to many it not most 
of the NGOs she ha.s included in her 
Rajasthan study She also notes that many 
“small local NGOs do not have an cxplici 
dcfimtuin ot development or a theoretical 
perspective underlying their strategic 
plan". Most of the rural NGOs she 
examines do a variety of things, mainly 
concerned with ‘basic needs'. 

NGOs vary in numerous ways including 
their (I) composition, (2) size, (3) mission 
or purpose. (4) .sources of funding. (S) 
histones, (5) whether or not they locus on 
a particular arena such as agnculturc or 
craft production, (6) whether they provide 
innovative models in “technology, re.search 
methods, or institutional arrangements’’ 
which can potentially be scaled up, and 
(7) theirmannerof day-to-day functioning, 
including decision-making 

Most NGOs. from small-scale single- 
village ones to large multile veiled national 
and international ones, see their main func¬ 
tions as offenng help in one form oi 


another Nowadays, many are involved in 
trying to provide loan schemes lor sclt- 
eniploymcnt, incilical services, funding 
lor smaller NGOs etc However, there aic 
other ways of looking at NGO organisa¬ 
tions and how they tunciion Thesetnehide' 

(1) then relationship with vanous ot|ier 
social movements. iniliiJiiig' 

(a) the women’s movement, 

(III vanous movements against divetse 
torms ot oppicssion, e g. race or in the 
case ot south Asia, anti-caste niovcments. 

(c I diverse left movcinenls both within 
and outside ot political paitu's: heic I 
include a wiilc range ot NGOs ln»m groups 
like the A’ople’s .Science Movement in 
Kcialu, to NGOs such as tlio.se reported 
on by June Nash, which provide much- 
needed icsources to communities witliin 
Zapalista-licld terntory in Chiapas, as well 
as hi mging out inloi malion suppressed by 
the govcinment. much as Amnesty 
International did in .Sri Lanka in 1989-10; 

(d) diverse nghtist groups, including 
religious fundamentalists, the anti-Ncw 
Wot Id Oidci group, etc (In this regard, 
the advocacy NGO groups examined in 
t his ai tic Ic have ot ten had to mount popular 
campaigns against anti-ahortionists in the 
US OI anti-secular foiccs in India), 

(e) environmental movements, eg. 
against trcc-fclling, orthe building ot dams 
(’The Iniomational C ontercnee on Creati¬ 
vity and Innovation sA grass roots for 
Sustainable Natural Resource Manage¬ 
ment which was held in Ahmedabad this 
past January provided numerous examples 
of NGOs wortcing on these issues) 

(2) the effect on poor villagers ot current 
international and western policies such as 
‘structural adjustment’ and the drive 
toward maiket-oncntcd economic systems, 
and NGO re.sponscs to these policies, as 
well as (he ways in which (heirowncountiy 
or .state was implementing these policies 

In relation to the .second point, the mic 
of advocacy NGOs in influencing ot pres- 
.sunsing international agencies and orga¬ 
nisations such as the Umted Nations should 
be recognised In particular, since this year 
(1997) marks the five year country-by¬ 
country evaluation ot the results since the 
Rio Conference on the Envimnment, and 



the CSW meeting in March will be 
monitoring country-hy-country the dis¬ 
tance gone since the Womcn'sConlcrcnce 
in Beijing in 1993, it is useful to examine 
the ways in which NGOs have been and 
can be pioaeti ve instead of reactive to both 
national and international policy 
Often the same NGOs which are in volved 
with issues nl (undanicntal change also 
focus on diverse survival needs There is 
not always a clear dividing line between 
types ul NGOs, and some do more than 
one thing well Fuithcnnore, there is no 
, question that a man or woman who has 
^ become literate, or who has managed to 
, develop a small business or to become tree 
from a liKal moneylenJet, is empowered 
. The net ellect of activities of an NGO 
‘ might be to strengthen the status quo, 
, indeed some ttadition.il NGOs have seen 
this as then mamiunction.ic.malsing some 
improvements while at the same time not 
altering power relations Sometimes an 
NGO that was only concerned with econo¬ 
mic ISSUC.S. suddenly finds its members 
talking about socialaction Orsome NGOs 
that wea' only focusing on advocacy find 
themselves having to help members get 
micnKiedit loans. One example ol the 
latter IS providing licc oi subsidised food 
for victims ol political oppression or wai. 
or helping iK'opIc (eitliei through micm- 
credit or micio-enteqinse development) 
to steady their source t of income 
NGOs also piovide a souice ol employ¬ 
ment loi numerous people including (1) 
middle class, educated men and women 
who often though not .ilways have a sense 
of dedication. (2)somc reined people who 
have a gieai deal ot energy and expertise 
to ntici. some of the slightly better 
educated villagers, especially .some trom 
the lower castes, as well as people from 
a number of othei catcgoiics In and oi 
Itself, pioviding employment lor these 
people can he seen as a good, but on the 
other hand this can al.so be seen as a 
contradiction with the major aims ol the 
programmes thc> promote, since theirgodi 
is tocreate situaiions w Iictc* thc.se workers 
will no longci be nc<-ded 
NGOs working in thud world countries 
(and also the US) may he ditfcientiatcd 
in a numhei of different ways This first 
attempt at catcgonsaiion will certainly 
leaveopenings for Suggestions, but it seems 
important in order to clanly concepts 
Some of the NGOs arc group.*. 1 have got 
to know through all ot the prcpanitoiy 
work foi the women's meeting in Beijing 
and Its lollow-ups. others are NGOs that 
colleagues and gii-duatc .students in my 
department have woiked with in loitiR 
Ameiica, the Caribbean. Afna, and the 
US. Some arc NGOs 1 have visited over 


the years I have worked in India, and 
bncHy in Sii Lanka, either in the course 
of research or as a consultant. 

What Is an NGO? 

Some NGOs are based in only one 
neighbourhood or one village. They may 
be organised by local villagers, perhaps 
one or more ol them educated, to deal with 
local issues that people believe have not 
been dealt with or to help local people in 
some practical way to improve their lives. 
Such NGOs tend not to have outside 
funding, at least in the beginning, Indeed 
their only ditiercnee trom spontaneously 
f Ol med groups is that they continue on and 
do not just deal with one situation or one 
issue that can be solved quickly, such as 
getting ai<ix increase dropped, or lowering 
a bti> fate, ot putting up street lights We 
can tind many ol this kind both in the US 
and India 

Because of the range of NGOs and their 
many complexities, to diagram all ol thc.se 
vai tables properly would require the use 
ol multiple dimensions Thcrctote.forthc 
present I will mo.stly present lists To be 
a realistic representation of reality, a multi¬ 
dimensional model would be needed. 

Size ( 1) Oiganisation si/e: NGOs con 
he as small as a single village, as laige as 
CARL or OXFAM England. (2) Number 
ol countries and people involved in the 
organisation. Most tend to be country- 
based, but not all Sometimes they involve 
one ‘developed country' and numerous 
developing countries, (3) Geographical 
scope il luial, number of villages (in the 
ca.se ot south Asia, number of panchayats, 
distnets. states, i f urban, number and .spread 
ot Ul ban centres nr cities as well as number 
ot diverse neighbourhoods, etc) 

fhe si/c of an NGO inf lucnccs the other 
variables that I dcscuss below. An NGO's 
si/e IS sometimes related to how it came 
into being, its varied purposes, its relation¬ 
ship with other NGOs and with .social 
mnvcmeiits, its mission defined as what 
Its mam purpose is, possible ways in 
which It can be organised, whether or not 
the oiganisation needs funding from 
outside, as well as the political system in 
the country where it exists, and a wide 
range of othci .socio-economic and cultural 
parameters 

Or/(anisalional Pattern'. (I) To what 
degree is the organisation hierarchical? If 
hierarchical, how is it organised and how 
much autonomy do different people or 
cells within the organisation have? (Is it 
bottom up, top down, or some combina¬ 
tion'' To what exrent docs the organi.sation 
give power to those at the top, i e, how 
hierarchical is it. etc? How paternalistic/ 
matemalistic i.s the NGO in relation to its 


supposed beneHciaiy? What is the class 
background of those higher in the oiga- 
nLsation compared to the beneficiaries? 
What kind of an attempt is being made 
to bring in beneficianes in important 
positions within the organisation? 

(2) To what extent does the NGO’s 
membership consist ot non-local people** 
How many arc highly educated or from 
the outside and how much power do they 
have? 

(3) If the organisation is not very 
hierarchical, or the hierarchy rotates, then 
how do they get things done'* What is the 
local point tordccTsion-making** How are 
deci.Mons made and who brings up the 
topics to be discussed** 

(4) How centralised is the organisation, 
oriscach branch morc-or-lessindcpcncnt** 

(.3) How much decision-making power 
do minorities or women have? 

FtH'us (This woid is used to cover several 
pnK'csscs )(I) Admincslrativc pmccsscs 
Arc the people involved paid or unpaid 
or a mixture of both'* (n the luttci case, 
IS there tension between the paid and 
the unpaid people in the organisation** 
(2) Functional processes Who makes 
decisions, under which circumstances, who 
decides it funding is needed and how to 
go about obtaining it, etc * (3) Goals or 
‘purpose* all inclusive, health, employ¬ 
ment generation and/onniomc generation 
and/or marketing ol produce, loan pio- 
grammes: agncuiluial pnigrammcs. child 
care, providing sustenance tor people in 
distress (abused women, orphan children, 
etc), training (.skills training. conscicnli.s- 
atinn, in organisational and accounting 
skills and training for roles in local 
government): advcKocy 

History (1) How did the NGO come 
into existence? For example did the NGO 
stall as a cn-operative, formed by the 
members themselves to help sell products 
they all make or provide for things they 
all need** If so, has it ventured into nthet 
activitie.s** 

(2) Did the NGO come into being as a 
grass roots movement, or was it started by 
outsiders (often wcll-intcntioncd dedicated 
educated people)*.* 

(3) What about NGOs like SEWA- 
Ahmedabad, that came out of the labour 
union movement and still works as a quasi- 
labour union, yet at the same time provides 
credit and banking services to the 
‘unbankable'?Oneof the majurdifferences 
between SEWA and some other NGOs 
that provide micro-level loansorentcrprise 
development strategies is that while 
becoming economically viable, or having 
one's own money, can be empowering for 
individual women, without an organisation 
that can focus their power and agitate 
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when necessary, nothing fundamental will 
be dianged. 

(4) At what point does an NGO change 
into what Ls called a ‘parastatal organis¬ 
ation’ (quasi-govemmentalorgaiusation)? 
Looking at the history of an organisation 
can be very revealing because it can also 
tell us if it has deviated fium its onginal 
purpose or mission. It also makes it easier 
to analysi* the forces that have led to one 
or another organisational pattern and mode 
of functioning. For example, two NGOs 
can have exactly the same mission or 
purpose, may have been started by .similar 
individuals or groups, yet because of a 
number of experienies over time and 
possibly the 'ego' ot the founder, one 
organi.sation may become very autocratic 
in Its functioning, with a head who makes 
all decisions and juniors who arc mostly 
yes-men or women at lea.st in front ol the 
head, whereasihcother organisation might 
meet weekly to discass policy, spend what 
appears to the other organisation to waste 
lots of lime in coming to consensus 
decisions, and to have begun to really 
empowcnis members Only by examining 
how each gut to its present stale and what 
factois played the largei role can we truly 
understand the pnx'c.sscs involved. 

Source of funding: .Some small NGOs 
work only with volunteers, use participant 
donated space and equipment and do not 
need (or sometimes want) any lunding for 
their activities However, most NGOs, 
whcthennadevcloped or developing coun- 
tiy. need to raise funds for their very exist¬ 
ence (to pay full-time stalf, lor rent, etc), 
and tor projects or activities. Some tiy to 
manage with very limited funding, but 
mostre(|uire snmedcgiee of outside fund¬ 
ing The classincatioii thus distinguishes 
between 

(1) NGOs rcceiv ing foreign funds from 
the developed wi rld, including bilateral 
funds, international agencies, NGOs in 
the developed world such as OXFAM, or 
vanouschuich groups, marketing oiganisa- 
lions such as Pueblo to People; or from 
individuals, foundmirms, special funds, etc; 

(2) NGOs only or also receiving partial 
lunding from their respective national 
governments; 

(3) In the case of south Asia, NGOs 
receiving funds from state governments or 
even local district governments: 

(4) NGOs using only or primarily funds 
raised through group members’ donations 
or small monthly fees, etc; 

(5) Varied con^inations of the sdwve 4. 

The impact of funders' goafs on 

priorities: It is extremely important to 
understand some of the reasons why and 
the ways in which, funders’ goals can 
influence or modify third world NGOs. 


1 They may create problems of survival 
for smaller NGOs and indirectly coerce 
the organisations to tailor make proposals. 
Many smaller NGOs arc oftoi placed in 
a difficult dilemma. They may have their 
own set ot pnonties. but if a funder (be 
It a government agency such as Capart. or 
a foreign funder, or a project that they hear 
about that has funds only for XYZ) has 
different pnonties, if they arc low on funds 
- as most are - then there is a tendency 
to draw up proposals to meet the funder’s 
pnonties rathci than their own. Tins is not 
to say that they are not interested in rather 
than then own This is not to say that they 
are not interested in these other issues, but 
may believe it to be better for example to 
expand on con.SLicntising and empowenng 
villagers before launching other types of 
pmgrammes Yet nothing can be done 
unless theorganisationcontinues, and most 
small-scale organisations need to pay their 
staff including those at the top. 

2 Problems in how they handled] vergenccs 
between then own priorities and funders' 
pnonties - ways in which NGOs i an lose 
their focus or become over-extended and 
1 $ one of the multitude of reasons why 
some projects cither fail or meet only very 
limited objectives and never spread 
.IFunder’spnonticsalsocrcatediflk'ultics 
fot NGOs which plai e thcirmain emphasis 
on conscicntisation and advocacy There 
ate many reasons for this, not the least 
being the difficulty in evaluating or 
measunng success, which may not be 
mcasuiablc in terms such as the number 
of loans, or the rate of repayment ol loans, 
or ihc number of plotsol land rcdistnbuted, 
or the number of women trained to make 
a product, etc 

On the whole, most donors lend to fund 
NGOs that arc not .seeking to “up.set the 
apple cart” by confronting fundamental 
issues in the society Thus, it is clear that 
pru-eslablishment NGOs tend to get the 
lionsshareoffunds Thud world, including 
Indian, NGOs that have ‘advocacy’ as 
their main focus have consistently had 
trouble raising t unds either locally or from 
donors This holds true even for NGOs 
that need funds to fight issues involving 
the abuse of women, nr pnl lution of n vers, 
despite the fact that since the Rio Con¬ 
ference on the Environment and the Vienna 
Conference on Human Rights, it has 
become slightly easier to raise funds for 
these issues since they are now fa.shionahle 
in donor countnes, and in the case of 
human right;, have been able to reach the 
consciences of many.* 

4 In relation to funding programmes for 
the poor or discnfranchi.sed many NGOs 
teach villagers and/or city folk how to take 
advantage of government programme.s 
(from loans for cows in an Indian village 
to a training programme in New York 


City, to telling Chinese village women 
throughout mainland China about their 
nghts under the law). Many of the NGO 
outreach programmes in New York have 
focused on making pooi people aware of 
what they arc cniitled to, orproviding legal 
aid In India, this can he better phrased 
as helping villagers lo access re.souiccs 
already available, and in China to help 
women to be articulate, ask questions, and 
demand whatever they arc entitled to. 

Some of the.se elfoits tend to be moie 
easily funded than others Thus, it is often 
easier to raise funds foi legal services for 
the poor, an is.sue more middle cla.ss people 
can identify with, than raising funds to 
clean up a nver, 1 personally know of one 
NGO in Tamil Nadu that has been .seeking 
financial andtechnical support foraprojcct 
to rat sc consciousness about cnviionmcntal 
issues among the common public and 
students through Green Cress, the students' 
action forum, and NGO networks in 
Cliingleput. MGR. and North Arcot 
Ambedkar distncis for a penod ot three 
years I am not sui' if they have received 
funds yet. but they have had a difficult 
time and when I was last in touch with 
them (a few months ago) they had not been 
funded for this particular project 
Another problem that NGOs often have 
trouble raising funds lor in India arc safe 
houses for women who aie ahu.sud by their 
hu.shand.s and/or in-laws, or even training 
funds for .such women While it may not 
be .so hard to get funds lor such programmes 
in major cities, in rural areas trying to do 
this IS often difficult Raising funds foi 
more radical pragi amines, such as putting 
prcssuic on the government, can often be 
even harder To my knowledge only a few 
foreign private donois fund such pre- 
grammes in India - certainly few Indian 
donors will do so 

Relationship with the state: The 
relationship between NGOs and the .state 
have been hotly debated at the United 
Nations before, during and after the six 
major international conferences of the past 
10 years- The Rio Conference on the 
Environment, the Population Coiitcrenci' 
in Cairo, the Social Summit in Copenkigcm. 
the Women's Conference in Beijing, the 
Habitat Conference in Turkey and the 
World Food Summit in Rome At all ol 
lhc.se, NGOs had a sinking presence and 
ran parallel or pnor foia prc.senting othci 
than official perspectives and pushing 
governments as much as they could to take 
changed stances. In the five-year follow¬ 
ups to these conferences, NGOs again 
have had the opportunity to organise at the 
United Nations to protest and to di.scu.ss 
their disappointments with their own as 
well as other countnes' progress. 
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Farrington el al make an important point 
about the relationship between NGOs and 
the state, namely, that “NGOs in dilfeicnt 
countries have had constraints plated upon 
their activities by the political ilimatc 
created by government regimes |They go 
on to identity] NGOs working in environ¬ 
ments of political repression NGOs 
wotking with relatively non-antagonisiic 
but bureaucratic government agencies 
under stable but non dcmociatu condi¬ 
tions .and NGOs working under condi¬ 
tions of relative democracy Iheie llicy 
include India. Nepal and Bangladc.shr 
fFarnngton et al I <>951 In the case ol India 
where tlieie is considerable power in the 
hands of each state, the state gos et iiment’ s 
policies also must he taken into account 
NGOs may Ik* classified in terms ol \s helher 
they are 

(I > working with Ini.vl goveinnients. and 
ilMiisilihroiigliapioccssoluillahoration 
or one ol co-oplation'^ An example ol a 
controscisial collaboration was tl.ai 
between M vi nd.i < hasi*d in Baiigaloic) and 
the K,u nalaka state w. iiei shed inanagemenl 
proiec t (It should he m ited that a ledeiation 
ot voliiiiiatv orgaiiisitions lor luial 
development in Kain.ilaka Fl'VORI) K, 
has developed links with envoinment 
primaiily hccaiisc they have seen a 
govcmineni o|H‘n to then nillncnce on 
fKilicy matters ) Though I am uncciiain 
about the final outcome of the pioieit >< 
raised inipoitaiit questions ahout 
(a) the relationship bci ween engineers and 
data iifiiained (hikiiigh the paiiii ipatton ol 
villagers, and 

(b> the conflnl hi tween the Ntjf)s’ 
advocacy of conimiiniiy owncship. and 
the convcntion.«l opeiating poKodures of 
a gos’emmeni hiircanci.icy and “govern¬ 
ment U'chnKal stall |thcy) teqiiire 
chitnges in attitudes fiom goveinineni 
‘conliof ot a development process .ind 
horn the top-down pioviston ot conciele 
and steel stiucina's i.md the handling of 
laigc eontMCl.s with suppliers) towaidx 
piiH'cs.scs and inletveiilinns which are 
community-ied iKinington ct ai I <>9.5 
U>K| It IS possible that the conflict alstr 
involves picscivinggovcrniiicni jobs (the 
only iarec employer is the government and 
kickbacks Irom snpphcis 

(2) Working in the spaces lelt open by 
governments not wanting to or not able 
to carry out pmgrmmes. cspei tally among 
the poor who have little political clout. 
Faningtoii .ind Ins colleagues examine i 
numbt*r ol such organisations in India, 
including Pr.idan, which has pointed out 
that technologies developed by universities 
and the government ai c oltiui too complex 
ami tuoco.stIy for the [loor, and Aurovilic 
which ha.s also loc'u*cd on technologies 
rclcvanl lO low .nconic larme's 
The following in.se{t i epresents Prmlan' .s 
perception ot as oiic as <in inicnnediarv 


between government and the rural poor. 

(5) helping to utilise the benefits already 
available through government program¬ 
mes, c g, to sec to It that untouchable 
women get cows, etc. Many NGOs that 
1 am familiar with (including one started 
by the woman who was in charge of the 
Tamil Nadu part of a large-scale study I 
ran theic in the early 1980s) have bi^n 
doing this with considerable success on 
the disinci level 

(4) controniing government to pioviJc or 
allocate someot the hcipavaiiahle through 
the gnveinmcni, c g, demanding troin a 
dislrii.1 colicctm that funds be spent for 
the things they arc allocated tor in Delhi 
ot m ilie stale capital This appro,ich is 
similar to t above, hut ditlers in that 
cotil 1 oniaiion IS 1 cqinredrather than simply 
applvmc lor goods 

<5)1. oniK'ntniggovernment to hnng about 
iKanpcs in programmes and /or policies, 
eg ins’sitng that work on a dam be stopped 
I sill h as the Narmada), or that women be 
.illoiaied a peicentagc of scats in parliii- 
mciU Ol even in West Bengal wheie an 
NGO woi king w ith li ihal women m.magcd 
lopies'-urisethcdcp.iitmcntol I.md revenue 
and liirosts ol the state goveinnieni ‘to 
icsioic women's light ot tiec access lor 
collei lion of minor loicst ptodtue' 'I lie 
NGO .ilso helped the women get vs.isic 
I.md .iml develop a nun'.bcr ol iiicome- 
g.enc I aline si hemes as well as hmidiiig an 
orgjins.ition tor collective cm|Miw'cimcnt 
bv |>rov idmg the tribal women with liierai y 
and management skills Furthermoie. when 
the loicst dcpartincnl ti icd to get the women 
to glow cm al y plus tt ees lo scl I. the women 
were able lo stand up to the govcinmeni 
■ind teach the gov et ninenl ot I leers a totally 
ifilteicnl approach to plant lile and lile- 
gi viiig. as 'veil as show mg them the tr.idii- 
lonal ways they worked the forest and the 
land I Farrington et al l*><).5 7‘>-8jt| Their 
netw oi k ot liK al -level oiganisations w ithtn 
this disirii.1 gave the women a semsi* ol 
ihcir own power and a lecognition th.it 
only hy working together could they have 
success 

(6) a hlcnd ot several ni these 
I'amngtonetal list lourcondttions which 

have to he met it N( 10-00 interaction is 
to have any success It is useful to list these 
here [Farrington ct al I9<>5*7<>-81| 

(1) Ov'uH relations between NGO,S 
and the slate would have to be at least 
neutral or il possible favourable. 

(2) The need to shaic similar visions for 
the future of the poor, which in the case 
ui rural aica.s includes the GO personnel 
ovci coming then urban biases. 

(3) The degree to which the two have 
ditferent viewsormodelsof development 
“For in.stance. GO.s may see as desirable; 
ihc buying-out of small farmers by and 
large [and all that implies, whereas many 
NCJOs] may be aiming at the cstabiush- 


ment of a self-supporting class of small 
farmers” (p 11). 

(4) And finally they note the wider 
diversity of philo.sophies, objectives and 
modes of operation of NGOs in contrast 
to GOs. and the fact that they are not 
required to work together. In the ca.se of 
NGOs that function as advocacy groups 
most of these conditions are violated. 

In terms of purpo.se, another way in 
which NGOs have tended lo differ from 
GOs has been in terms of solutions lo 
pmblcms Most sustainable agriculture 
projects have been financed and developed 
ill the NGO sector. Mo.st of the ones 1 have 
visited and the ones reported on in Farring¬ 
ton ct al have not been .seen as opposing 
GOs hut they have not hc‘cn taken up hy 
govcinmeni either Olten they would 
demand changc.s Iha* the “development 
cst.iblishment” in agncuhurai ministries 
finds gtiing against the US model they 
have adopted 

l-'tM cvainple. il t<H>k personal contacts 
plus great pressure for a IIN agency, FAO, 
i< I get Indonesia to begin to adopt integrated 
post management appioachcs, and it has 
never Itcen fully accepted in Tamil Nadu 
it IS my opinion that the forces against it 
aie loo gtcal I have seen the tanks ol 
young men hiicd <is salesmen swell like 
an aiiny helwe**n the mill- l<>b()s and today 
lo sell leitiliscrs and pc.sticidcs. llierc is 
a vested intoic.st in keeping them busy 
NGOs that arc suppoiting sustainable 
iigncultuic and the avoidance of pesticides, 
artilii lul lertiliscrs. and herbicides arc seen 
as a ihieat to their jobs Yet even Ihc 
popular press {India Today, Vcbm&r' 15, 
1997) IS tinally coming to recognise that 
"Indians daily intake of pesticide residues 
III IihkI is among Ihc highe.st in the wot Id" 

Iiiilta cxpciicnccs a shortlall oi close to 
20 per cent due to pests, but the aaswer 
may not he in using more chemicals but 
in improving .sioiage conditions, making 
use ot naluial enemies of the pests, etc 
To .some extent the government is using 
NGOs to look at indigenous mechuds of 
pest control, and al the top level there is 
an inlere.st in this, but it is always important 
to recognise that people in the bureaucracy 
will fight against this, since many of them 
have relatives .selling agncultural inputs 

N(JO networks: NGO networks both 
internationally, nationally,andon the state 
and distnci level arc extremely important 
if NGOs arc to have a significant impact 
As noted just above, it wa.s the network 
ot groups Irom diverse parts of Bankura 
di-sinci (.some 4-8 hours apart by jungly 
loads), that has managed to empower the 
local women and to influence the local 
government. 

The next section discusses the rote of 
mtemationai NGO network in aiding 
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people in a third world country to know 
bow their own government might be enter¬ 
ing into agreements or plans with agencies 
based in the developed world. On the 
national level, NGO networks can exert 
considerable influence on the government. 

Put another way, the one asset the poor 
often have is numbers. Whenthey override 
their competitiveness with one another, 
and work together for a common cause, 
they can he a iormidahic force. This has 
begun to be understood by many, though 
certainly not all, NGOs And sometimes 
there can he more than one NGO network 
in a given region oi state with each standing 
for a very different pcrspccii vc on dcvclop- 
mcnt.Tom) knowledge there stillcotitinuc 
to he three .separate women's networks in 
Tamil Nadu with onl\ a small overlap in 
memhership I was fortunately able to learn 
about ihethieehcLausi in> forme: research 
a.ssistant is one of the very lew people 
whose NGO KMongs to all three Ulti¬ 
mately, they will have to work togethci 

NGO netwoiks have tin* potential of 
evolving into politic il parties or other 
kinds of mass movements To what extent 
this will happen in south Asia lemains to 
be seen Among women, an excellent start 
was made in planning ioi the Beijing 
Conlcrcncc making use of eontribtinons 
liom all ovci the woild Most oi the 
women's organisations saw the Beijing 
ronfeienee as a pr(He.ss, and a process 
(hat startl'd mort' than years hctoic the 
conference TfH'y wcie concerned with 
using the eonfeience inrt (he finat docu¬ 
ment that came out ol it as a tml to bnng 
about changes in govt rnment policy, and 
in govemnieni ptogranimes Special efforts 
were made to bring in women who were 
more discnminatcd agaiast, dalit women 
(the tenn used tor untouchable women), 
tnhal women, minorily women, refugee 
women, women in conflict situations etc. 
A scnc.s ol icgional thice-day round-table 
contcrences ol local NGOs were run from 
which carefully winded reports weie 
developed fhese in tui n led tothedrawing 
up of a straightforwanl memorandum Uiat 
was submitted to the Indian government. 
More important, where NGOs went back 
to their-mcmbers and discussed the con¬ 
ference in detail with their members, it has 
worked in other ways Thus, in one tribal 
area in central India .some of this NGOs 
had the women march lo the police station 
to protest a particular policy that was 
harmtul to women, including harassment 
of women by the police. When the police 
started to threaten th(*m, they were able 
to silence the police by saying: “Don't you 
know that right now, this very instant there 
are more than 40,000 women in Beijing 
talking about these kssues, and tliat all of 
the governments of the world including 


the government of India are represented 
there ''Thcpoliceweresotaken aback that 
they at least tcmporanly desisted Irom 
what they were doing (personal communi¬ 
cation, Kathy Sreedhar, Holdecn India 
Fund), 

NGOx and puhlit polin’" (I) At present 
there IS a giowing demand being i^e by 
NGOs at the UN and in .some countnes 
at least, that they be given a laiger role 
in the lormulatiun of national policy 
including fiscal policy so that thccitircnry 
of a country have some role in what is 
happening to it and in iormulating policies, 
programme, and projects 

(2) Some of the new monitoring nrganis ■ 
ations set up alter the RioContcrencc such 
as WF,DO. which is ba.sed in New Yoik 
hut has members all over the globe, and 
Women's Eyes on the Wot Id Bank, which 
IS based in Washington (some ol the mem¬ 
bers at the Bn'ad lor the World, a US- 
ha.scd worldwide NGO), have been work¬ 
ing hard along wilh others to connect 
women's concerns about national policy 
lo pkiccs and people who are i n the pnn ess 
of making it Because 1 am more tamiliar 
with the lole of NGOs and issues al feeling 
women, I draw most ol iny tnfonnalioii 
Iroiti them 

In most counincsof the woiki. thcic has 
heeii considerable resisiaiicc toconsulting 
with organi.saiions ol civil society (called 
CSt >.s) aKiut I i.scal policic.s. Women's Eyes 
on the World Bunk, forexamplc. has been 
working in ilic US to pmvidc NGOs in 
developing couiilncs with considerable 
information about the agiccmcnis ihcir 
countnes arc making or being lorced lo 
make with the World Bank. This is being 
done so that hopefully, in the future, thc.se 
NGOs can advise their own goveiiiinents 
as well •as take action i1 their advue is 
totally ignnied when the Countiy Assi.st- 
anccSiialegy (CAS) lor the tollowing live 
years is lormuiaied with (he Bank. 

In the case ol Mexiai. the previous CAS 
which had been signed by the Mexican 
government was made available to 
women's NGOs in Mexico about one and 
a halt year's ago.. I am not certain if it 
was just before or mi»a: likely just alter 
the Beijing Conference. One of the points 
that came out by the NGO.s reading that 
report was that ihcir country had agiced 
several years earlier to devalue the pc.so 
as a condition ol a World Bank loan. The 
NGOs had iritiqucd the document nut 
only in terms ol that agreement but also 
because ii showed them how much 
[powerl had been taken from the electo¬ 
rate that had put the government into 
ofTicc. In December, there was outrage 
about this at the WB and others teared 
that It would lead to “a backla.sh against 
liberalising the Bank's information 


disclosure rules" (Bread for the Wortdff 
lastitute 6) 

How largo a role these NGOS can have-J 
in the luturc is hard to project, hut already ] 
on a small .scale tlicy have begun to play - 
a significant role in influencing dex;isions'| 
which aflect (he lives oi their members 
Indeed, what iscmetging is the recognition 
that the policy oi the post 40 years of ‘ 
nigamsations like the Wui Id Bank relating 
exclusive to governments is no longci 
appropr aic, and even wlicre NGOs have 
neg,itivcrelalions with their govemmonls, « 
they must be recognised as legitimate _ 
national and international actors Whether * 
or noi NGOs' will become eligible toi * 
Woild Bank loans, or even il this would 
he a good thing liom the NGOs point ol 
view, remains lo be sc*on The NGO. , 
W'omcn's Eyes on the Woild Bank, is , 
ptcssing lor the “release ordncumenlaiion j 
on operations lor which it provides • 
guarantees to the public" * 

NGOs monitoring the reporting on what ' 
their countnes have or have not ' 
acvomplished since Beijing is another I 
arena where the networks ol NGOs formed I 
dining the pte-Beijing process .ind ' 
coiitinuaKy being activated and expanded | 
help gioatly This monitoring is an | 
important function tor women's actiMst 
NGOs woild wide because it may be one 
ol iheir ways ol pulling prcssuie on then , 
own governments Some countnes may 
not care what the intemalional commiiniiy 
thinks, but others clearly do 

It IS obvious that as NGOs begin lo exert 
real puwci, real opposition tends to 
develop. This can be .seen not only in 
intcniattonal fora, hut also on the stale and 
liH'al level An example ii the local level 
can be an organisation ol kirgc landowners 
or landlords, or on the intemalional level 
signilicunt and importaiil changes in the 
wording ot ducumenis such as the change 
mtnidiKcd in the doi.uinc‘nt coming Irom 
the Beijing ronlcrcncc wlicre the wo'-ds 
“equal nghts" to inheritance ot land was 
passed instead of the wording die Indian 
NGOs along with many Asians had been 
pres.sing for, which asked lor equal .shares 
ot inherited land for sons and daughters, 
llic coalition of countnes that demanded 
the revision of the wording included the 
West Asia and many Atncan countnes 
For Asian women ibis change in wording 
was unlortunaic. 


NGO.S AMI Nhw SoOAt Movfmfnis 

There is otten a very thin line between 
NGOs that function pnmanly as advocacy. 
gn>up.s. and what have been called new 
social movements Foi example, an NGO 
ba.scd in Bangalore called Women's Voice 
and National Federation nt Dalit Women 
led a demonstration al the Betjing Women’s 
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conference which wa^ not joined hy any 
ot the caste Hindu women present, though 
several of the black women at the meeting 
were with them and cheenng them on II 
this were to grow into an alliance what 
would It be? Especially, il they were to 
begin to gather influence in their respective 
home areas As it was the dalit women ran 
panels and workshops, and singled 
themselves out as a gioup with problems 
similar to blacks m the US. etc. and 
submitted a declaration to the prime 
minister cleat ly stating that dalit women 
are thricc alienated on the basis of class, 
caste and gender. They requested .special 
focus and attention on their issues 
The question under what kind ol 
circumstances NGOs can transiorm 
themselves into social movements is not 
easy to answer In bilking with people 
from aiouiid the world, with students 
working in latin America and from what 
I have seen in India, many NGOs arc more 
concerned with organisational continuity 
and landing, whereas some really .see 
them.sclves as being in the lorcfront ol a 
new push lor ma|or chiinge C'criainly this 
has lH.*en true ol most human tights NGOs 
around the world 

Wheie organisations are dependent on 
the charismatic Icadeiship of one or even 
two 01 three people, there is always a 
quc.stion ot what will happen when these 
leaders stop working 

Ml ASCKING SlC( tss 
As noted earlier, the question ol measur¬ 
ing success IS not easy and this is one of 
the reasons lor the tendency on the part of 
funders to prefer pi 0 )<'cts. It is relatively 
easy to measure the number ol women 
taking loans, or setting up busines, oi using 
contnicepiis es, etc But in areas of ad viK'acy 
or social retonn, oi even literacy, it is much 
harder to evaluate. As Weisgrau notes: 
The effect NGOs ha\c on individuals in 
these lommunities |the ones where they 
are working intensivciyi is consider¬ 
able. Both men and women cxpencnccd 
the power ol knowledge and political 
paiiicipation, many l>>i till tiisiiime .Yet 
these organisations are themsclveslragile. 
they are small and aic subject to inteinal 
stnle and conflict. Recruitment of new 
personnel who share the driving com- 
mitnicnt and often dangerous, always 
dilficull, living conditions presents a 
continuous challenge fShe goes on to 
point nut that where .in organisation such 
as Seva Mandir in Udaipui reciuits 
personnel tmni all over the countiy, there 
IS also a tendency lor the NGO to become 
more cosmopolitan. This can have both 
positive and negalive cticcis ) 

In an inspiring di.scussior. from a Con¬ 
ference ai the Ea.sl-West Centre on Gra.ss 


Roots Horizons, there is a very interesting 
dialogue about the word ‘help’. It is hard 
to totally .summarise it here but the main 
points made were. 

1 The mam way that mast people in the 
US and many funders use the term help, 
it can he patronising. 

2 Using the term in the sense of making 
a contribution or serving as an animator 
IS more acceptable. 

Helping people to find their own 
solutioas, articulate their own questions 
can he empowering 

4 If an NGO is really successful, it must 
either withdraw or become a truly equal 
paiincr without pre-empting the auto¬ 
nomy ot those onginally being ‘helped’ 

5 Ihat It IS extremely important to build 
chains so thiit communitic's or gioup.s that 
have been aided by NGO pnigrammes 
go on themselves to aid other villages, 
othergnmps Tostart a cascading process 
so that a new development paradigm can 
emerge Irom the work ol NGOs. 

CONCUISIDNS 

There are many conclusions that can he 
drawn liom the current .status of NGOs 
III south Asia and elsewhere II is usetui 
to sumniaiise both .some of the negatives 
connected with NGOs as well as the 
positives. 

1 Tliey arc often .small and have small 
budgets compared to governments and 
to the number of people needing help 

2 The micro- finance and micro-cnterpn.se 
projects now .so much in vogue do help 
people hut tend to stabilise them at a 
very low .socio-a'onomic level. They 
may also he tenuous in that if an enter¬ 
prise becomes really productive or 
.selling well, then there is a tendency for 
iiutside business people with many 
resources to come m and take over. 

3 Because of their poverty and need to 
pay their staff, they often have to com- 
promi.se on what they consider to be the 
‘nght approach' and do what funders 
want or what there is money available 
lor 

4 There is a strong tendency for non¬ 
advocacy NGOs to go along with .status 
quo 

5 They often lack access to and any voice 
inthemassmedia Thispointwasscnously 
con.sidercd at each of the international 
conference mentioned hcfoic, and they 
were heartened by the growing number 
ot NGOs worldwide that "ve concerned 
with access to (he mass media and with 
the issue that only through this accass can 
they go from talking to themselves to 
reaching out to others and to having a 
greater influence over policy. During the 
women'sconicrcncein Bcijingconsider- 


ablealiention was paid to having women's 
demands reach die mass media in many 
parts of the third world. Strikingly, the 
media in the US and many other wesletn 
countries, Japan and some of diecountries 
with Islamic fundamentalist governments 
were only interested in the spectacular or 
in their own governments stances. 
Clearly access to the mass media is an 
important issue and will continue to be 
important in the years to come, but the 
media can also be used to help NGOs as 
well as hinder. 

What continue to be some of the positi ve 
function of NGOs? 

1 To educate people about laws, entitle¬ 
ments, etc; 

2 To adv(x;atc for changes in .society or 
in structured inequality; 

3 To monitor governments both local 
and national so that the elites and 
multinationals are partly conuolled, 

4 While providing credit and helping 
individual members improve themselves 
linancially, to also empower women and 
the pixir to stand up for themselves, to help 
cmate an alternative mixlel of development, 

5 Making u.se ol participatory research 
and participatory decision-making, to tiy 
out experiments that the government 
bureaucracy is not capable of doing but 
might be interested in spreading il it is 
proven to he .successful; and 

6 To start processes that can spread from 
village to village without help of NGOs 
but ju.st through empowered people. 

One can focu.s only on the positives or 
only on the negatives To do either would 
be foolish. A third alternative which 
involves taking into account both the 
negatives aiid the positives makes more 
sense It involves clearly articulating what 
NGOs arc good at doing, the ways in 
which they are able to help involve local 
people in acting foi themselves, and not 
a.sking them to be responsible for chose 
activities which should rightly be the 
responsibility of government. 

Note 

i Indeed, one of ihc outcomes of intcinational 
cunteienoes (though not the most important 
nutcnnies) has been to focus world concern on 
a number of issues includie^ the nghts of the 
poor. 
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Ecodevelopment in Practice 

Buxa Tiger Reserve and Forest People 

BGKariason 

The Rabhas who live in the Buxa tiger reserve's buffer zone must see some irony in their officially- 
acknowledged status of partners in wildlife conservation. The tiger project has so far meant only curtailed 
employment and access to the forest for them, for the concept of popular participation in conservation is 
still only a concept. What is wanting is an effort to address appropriately the question of indigenous peoples' 
rights. 


IN May 1997 a man belonging to the 
Rabha community, one of India's indi¬ 
genous or tribal peoples, was shot dead 
by patrolling forest guards in the Buxa 
tiger reserve, in northern West Bengal 
According to Rabha vi Hagers, the man had 
gone out to fetch a log which had eat Her 
been felled by other people But the forest 
guard mistook him for just another illicit 
tree-cutici, to be stopped by any means. 
This was not the first lime someone had 
been killed, severely beaten or just arrested 
on the basis of a mon- oi less unfounded 
accusation of having engaged in unlawful 
activities in the forest In protest again.st 
this incident the Rabhas siopjied col¬ 
laborating with the forest department and 
turned their hacks on the newly initiated 
programme of ecodevelopment and joint 
lorest management. They stopped 
patrolling tlie forest at night As a result, 
illegal fcllingsreportedly started increasing 
again in the tiger reserve 

When this wiiter visited the area just a 
month before the shooting the situation 
was rather tiiffercnt. and it appeared that 
at least a a'rtain space for dialogue and 
mutual trust had developed between the 
forest villagers and the forest department 
staff Their relationship had previously 
been rathertenseand hostile The ‘mondol', 
(village headman), said, for example, that 
if the forest department .sincerely wanted 
to save the forest and keep their promises 
of providing new ‘facilities* tothe villagers, 
th^ on their pan would indeed help protect 
the forest. But, according to him, so long 
as many of the families had neither land 
nor work, they were compelled to survive 
by sellir^ firewood. He was particularly 
kMn on getting an irrigation dam. because 
with irrigation the village could easily 
double or even triple its annual harvest. 

It has been report^ that this project like 
so many other earlierdcvelopment projects 
initiated by the forest department or the 
tribal welfare department, has come to 
nothing. The forest department did keep 
its promise to build the dam, but it insisted 
on doing it in the middle of the rainy 
season. Asaconsequence the overflowing 


nver Umk a new route, bypassing the dam 
being built And then the villagers were 
told that the ecodevelopment fund had 
been exhausted and that the project would 
be po.stponcd until new funding amved 
But what happened to all the money from 
the World Bank? The Rabha villagers 
wiHild like to know. 

Leaving aside move recent develop¬ 
ments, this paper will give a brief account 
of the contemporary predicament of the 
Rabha or Kocha people and of the new 
situation they find themselves in with their 
forest coming under the regimeof wildlife 
conservation It will concentrate on the 
Rabha villages situated in the buffer aone 
of the Buxa tiger reserve and only rarely 
refer to other Rabha villages m the region. 
The period covered is from about 1992, 
when the re.scrvc was finally demarcated 
and a field director pjit in charge of it, to 
the time of this author's last visit (March/ 
April 1997) 

Introoul'iion 

During the first years of the 1990s 
experiments in ‘ecodevelopment* were 
earned out in vanous protected area.s in 
India On the basis of these projects, the 
World Bank joined the Indian government 
in establishing a'octevulopmcnt as the mam 
strategy for wildlife conservation After a 
period oi consultancy and investigation, 
ajoiPtly-financed. 67 million dollar scheme 
forecodevclopmentwasagreedonin 1996. 
With a grant from the World Bank's new 
branch, the Global Environment Facility 
(GEF) and a loan from the International 
Development Association (IDA), the 
Indian government could secure the 
financing of the project. The actual work 
IS to be earned out during a five-year 
period (1996-2001) in seven wildlife 
sanctuaries identified as having ‘globiUIy 
significant biodiversity*. The Buxa tiger 
reserve is one of these specially selected 
reserves.* 

Even though this paper deals with only 
one reserve and one community, it ishoped 
that some more general conclusions 
regarding the present working and future 


pro.spects of ecodevelopment in India may : 
be derived. This will be done through • 
juxtapo.sition of the global discourse of 
ecodevelopment with the practice of 
eciHlevelopment in a particular place. 

Ecudcvclopmont and joint forest 
management are celebrated strategics for 
bringing people back into protected areas 
or of msdeing local people stakeholders 
and partners in wildlife conservation and 
forest protection It is argued that the old 
strategy of keeping paiple out of protected 
areas through 'guards and guns' no longer 
work.s and that the often haish methods 
used have'givcn wildlife conservation a 
bad name - the reputation oi being anti¬ 
people. To save the tiger, or any other 
threatened species, the conservationists 
nowadays say, one must fimt win the hearts 
and minds of the people living inside and 
around wildlife reserves. The local people 
need to be provided with new economic 
resources or alternative means of survival 
as their access to the forest is heavily 
restricted by the establishment of a 
sanctuary, wildhfe reserve or national park. 

It is here that ecodevelopment comes in 
as the new strategy 

But what IS ecodevelopment? In what 
ways does it differ from other forms of 
rural or village development? What do the 
people, the ‘bencficiane.s’, think of it? 
Have they had any .say in the planning 
prtK'cssor in any way influenced the project 
outline*' What kind of ecodevelopment 
work has been earned out so far, and who 
seems to benefit frtrni it? On a more general 
level, how do ecodevelopment schemes 
relate to the question of nghts to the forest 
(customary rights, etc). In particular, how 
do these schemes relate to demands of 
indigenous or tnbal peoples forownership 
and control over forests that they coasider 
traditiomdly to belong to them. In other 
words, how do the Indian government and 
the World Bank address the incrca.siiigly 
politicised issue of indigenous or tnbal 
peoples’ nghts? All these different 
que.stions will be discussed hero. But first 
it seems nccc.<isaiy to take a closer look 
at the very concept of ecudevelopmeiit. 



Vague Cl iNCEfT 

As has been pointed out by cntics of 
contemporary development discourse, 
ecodevelopment - like such related terms, 
as the concept of 'sustainable develop¬ 
ment’, established by the 'Bnindtiand 
Commission - is conspicuously empty 
and vague What do all the people writing 
and talking about ecodevelopment (or 
sustainable development) really mean, and 
why do so few bother to 'analyse cntically 
the meanings loaded onto the phrase’ 
[Adams 1995:85] According to W M 
Adams, development projects based on 
these ’muddy’ concepts run a heavy risk 
of fai lure because of the confusion inherent 
in them (ibid:98-99j. 

Further, by drawing on the positive 
connotation of a development prinrcss 
sailing under the environmental flag, 
ecodevelopment projects perhaps escape 
more in-deplh sciutiny. After all, who 
would argue against ecologically sound 
development? To most people it would 
sound like a thing uhich ought to be 
supported What is ’sustainable’ nr not is 
in Itself anything hut easy to establish. 
Sustainability depends on who is speaking 
and III lelation to what other practices 
something isclainu»l to be enviionmcntaly 
sustainable Driving a car with unleaded 
petrol is environmentaly sustainable to 
some people, whcicas to others the car 
Itself IS considered the most environ- 
mcntaly unsound form of transportation 

The trajectory of the ecodevelopment 
concept IS also anything hut ea.sy to trace. 
Many different hisiorical points of 
dcpailute could be invoked liii.s author 
would link the cmcrt'cnce of a popular 
envimnmciital movcinciit in the 1960s 
and l97Us. and the widespiead critique of 
western industrial society, to a new 
discourse ol alicmatr'es to growth-oncnicd 
development in which concepts like 
ecode vclopmeiu were worked out Besides 
the mam ctmccin for the environment or 
for ‘ecological limits to growth', issues of 
increased local control and popular 
involvement in the dc vclopmcnt process 
were central (Hettne I990| 

Today, howcvci. Sachs seems right in 
arguing that ecodevelopment has become 
the discourse of a new 'eco-cralic' legime 
which in the name of global sutvival. 
imposes its rule over forests and natural 
resources earlier contiolicd by local com¬ 
munities [Sachs 1993 Introduction] It ic 
obvious that ecodevelopment in the Indian 
context, at luiy rate, is not a project ‘from 
below', but rathci a strategy encouraged 
by the Indian government, the World Bank 
and international non government 


organ! sations (NGOs) like the World Wide 
Fund for Nature (W^^. But there is no 
law to the effect that a strategy 'from 
above’ cannot come to work in favour of 
local people or empower them. 

The World Bank document Staff 
Appraisal Report, Ecodevelopment 
Project, India (August 3,1996) refers to 
ecodevelopment as a ‘strategy’ anddefines 
it in the following terms: 

The strategy aims to conserve biodiversity 
by addressing both the impact of locei 
people on the protected areas and the 
impact of the protected areas on local 
people Ecodevelopment thus has two mam 
thrusts improvement of PA (protected 
area) management and involvement of local 
people. In doing so it seeks to improve the 
capacity of PA management to conserve 
hiixiiversity effectively, to involve local 
(XHipIc in PA planning and protecuon, to 
develop incentives forconscrvation and to 
support sustainable alternatives to harmful 
use ol lesources It supports collaboration 
between the slate forest departments and 
IikmI communities in and around ecolo¬ 
gically valuable areas | World Bank 1996.3] 
It IS rc'pcatedly stated in the document, 
nearly 300 pages long, that ecodevelop- 
ment aims at improving both wildlife 
management and the living conditions of 
the liKal peoples. Strikingly enough, how¬ 
ever. no concrete example.s are given of 
how the latter goal might be achieved - 
with the exception of a reference to eciv 
tounsm in Annex 20. One would expect 
at least expect a general discussion of the 
type of income-generating schemes that 
might be launched as ecodevelopment 
projects. After all, ecodevelopment work 
has been earned out for .some years, and 
there ought to be important experiences 
to be discus.scd. 

What IS stressed in the document is that 
ecodevelopment .schemes havc to meet the 
critona of ‘cnviionmcntal sustainability’. 
But. as mentioned earlier, sustainability 
can mean almost anything, and to make 
It a uselul enterion requires the existence 
of certain standards or concrete references 
to a’laie to It would, for example, be 
useful to know what would definitely not 
pass as enviionmcntaly sustainable. 

This la> '<. of detail need not be a 
weakness: indeed, it may be argued that 
this IS the very point of the new ecode velop- 
ment .strategy. As the emphasis is on 
'participatory planning’, or 'participatory 
micro-planning' and on working out 'site- 
.spccific micnvplans', the prqect document 
ran give only the framework of the spe¬ 
cific ecodevelopment scheme, not its 
content The latter is supposed to grow out 
ol the local people's own wishes and 
intcrcst-s, and the possibilities a.nd resources 


of a particular place. Very well then, let 
a thousand flowers bloom. But what does 
the ecodevelopment work carried out so 
far tell us about this? 

Etodevelopment in Praoice 

This author first encountered eco- 
developmcnt in the field during a visit to 
the forekt department headquarters in 
Alipurduar town around 1992, when the 
shift from ordinary forest management to 
wildlife conservation had just started. One 
of the senior forest officials mentioned the 
term, and'when a.sked what he meant by 
it he could not really say. The person 
recently pul in charge of ecodevelopment, 
ayoungerandwell-manneredofricial,was 
equally vague, saying that everything was 
soil new to him. As examples of eco- 
development, he mentioned beekeeping, 
smokeless 'choolhas' (low-energy earthen 
stoves) and the import of hybrid cattle to 
replace the low-milk-yield Indian cows. 
The same day the newly-appointed field 
director stated enthusiastically that it was 
a question of learning f rom successful con¬ 
servation initiatives elsewhcrein the world. 
Havingjust been to a conferonce and leai nt 
about eco-tounsm in Afnca, he wondered 
whether the Rabhas would be interested 
in guiding tourists. That ecodevelopment 
in Its initial pha.se was a hollow phrase is 
understandable, hut that dunngthc follow¬ 
ing ycars the same vague answers were 
trotted out is perhaps less .so. Beekeeping 
stands out as the prime example: a loiest 
official will always mention beekeeping 
as an example of ecodevelopment 

In 1993, the forest department tried 
beekeeping in one Rabha village. This 
author was not there at the time, but he 
duscussed it with people shortly afterwards. 
One day the villagers were called to a 
meeting at the local (beat) forest olfice. 
Two trucks loaded with beehives had just 
arrived, and the beat ol f^cer said that those 
who wanted could take the beehives for 
free and start bee cultivation. People 
suspected that the business was not 
profitable, and since they had no experience 
of beekeeping they thought it was ■ risky 
undertaking. The people said they would 
have prelcrred a livestock scheme, but 
finally they agreed to take one beehive on 
a trial ba.<ris. Following instructions, they 
collected wild bees from the jungle and 
pul them into the hive. The next meaning, 
as they had expected, the bees were ail 
gone. After this nobody was willing to 
cany out any further experiments with 
beekeeping. Hie lores! officials had to 
return the hives. Other than this. I have 
not hcardof any other attempts to introduce 
beekeeping in the Buxa reserve. 



Before the beekeeping scheme, smoke¬ 
less choolhas were tiied in the Rabha 
village in the reserve's buffer zone. The 
main aim was to reduce the useof fuelwood. 
The stoves were provided by the forest 
department, but only to ‘registrated' fam¬ 
ilies and not to the lumilies defined as 
unauthorised villagers or ‘faltus’.^ During 
a stay in one village shvully after the choo¬ 
lhas had been installed this author could 
not see anyone using them. Complaining 
that rain entered the house through the 
chimney, some families had already re¬ 
moved their stoves Others argued that the 
thatched itaifs could catch fire if the 
stovepipe got overheated. One old man, 
panicularly upset, said he was going to 
throw the stove out since it was ‘good for 
nothing’. He also complained that the 
stoves were made not even of cement but 
only of clay and that with the lainwater 
entering some of the stoves had already 
begun to crack. The only good thing was 
the metal pipes, which could at lca.st be 
sold off, he added witli a .smile. The villa¬ 
gers would not have accepted the stoves 
had they been inftnrmcvl about them before 
they were installed, 'fhey .say that they 
neither want nor need t tie stoves FiicwihkI 
is almost thconly thing Rabhashaveplenty 
of, and the> sec little point in cooking on 
choolhas. IlKy also seem indifferent to 
the (act that the .stoves arc smokeless. 

A more recent ecodevciopment scheme, 
which was much discus.wd in I99S, was 
the introduction of a new type of high- 
milk-yield Jersey cow. According to a 
Rabha elder, the ‘tiger sahibs', as the 
Rabhas call the superior officers of the 
tiger reserve, called the 'mondois', (village 
headmen) to a meeting and asked them 
whether they wanted such Jersey cows. If 
so, one person from each ecodevciopment 
committee would be trained in animal 
husbandly - to learn new things such as 
aitificiai lasemination - and later all the 
villagers who took part would have free 
access to veterinary c.ire. Most people at 
(he meeting appeared interested in the 
scheme although they reportedly found it 
difficult to understand how it would work. 

Apparently, the forest department deems 
it necessary to reduce the number of cattle 
inside and around the t igcr reserve - where 
according toestimates. there arc now more 
thanone lakh cows, bullocks and buffaloes, 
to say nothing about the large number of 
goats and pigs. The pl.in, according to the 
forest officer in charge, is to supply each 
registrated family mth two Jersey cows, 
andtoallowtheramilicstokecponlythc.se 
cows and a pair of bullocks. Any other 
cattle must be sold off. The provision of 
veterinary care, including vaccination, is 


partly motivated by the goal of wildlife 
conservation* to pnitect wi Id animals from 
being infcctedby domestic animal diseases. 
But in 1997 the scheme was only at the 
planning stage 

Aside from these three .schemes eco- 
dcvclopmcnt in its early pha.se - prioi to 
greater World Bank involvement - was 
concerned with what may be described as 
ordinary village development. The forest 
department has provided the infrastructure 
of drinking water, roads, schools and minor 
income-generating schemes like the 
construction of fish ponds. This work has 
been canned out on an un.satisfactoty .scale 
- unlike, (or example, in the revenue 
villages outside the forest, which under 
their elected panchayats have financial 
means fur maintaining basic village 
intrastructure. In the case of fore.sl villages, 
this responsibility lies with the forest 
department and has nothing to do with 
ecodevciopment proper. 

The more visablc aspect of ccodevelop- 
ment falls under the heading of ‘nature 
awareness programme’: posters with 
artistically painted tigers and slogans like 
“save a tree - save a tiger" and “trees and 
tigers go together” and signboards 
containing the information that one is 
entering the Buxa tiger reserve - 'the 
world’s mo.st beautiful wilderness’. A 
‘nature interpretation centre' has been 
attached to tlic forest headquarters inside 
the reserve The centre contains a large 
assembly hall and a permanent wildlife 
exhibition, and outside there is a nursery 
for a few wild animals and a nature path. 
The exhibition explains the importance of 
wildlife conservation and describes the 
ecodevelopmcnt woric earned out in the 
reserve There are photographs of hybrid 
cows, bee cultivation, smokeless choulha.s. 
canals and tubcwells, which, as texts 
explained, had been provided to villagers 
in and around the buffer /one. A photo 
o( a woman carrying ffrewood on her 
head, with a caption rcfemng to how local 
peoples’ Ignorance continued to destroy 
the forests. wa.<- contrasted to the positive 
image of the work done by the tiger reserve. 
The nature inicrpretalion centre isgenerally 
held to be an expensive government 
showpiece and, as this author was told hy 
a group of men at the local lea stall, a 
tremendous wj.stcof money- money which 
could have been better used on the people 
affected by the reserve as they argued. 

In addition to arguments about pooi 
priorities and musplaccd investments, ihcre 
have also been public accusations of 
widespread corruption by the tiger project 
management A local NGO which had 
earlier worked in the reserve said canals 


that had*been built by the inigation 
department had been recorded as eco¬ 
devciopment projects, and that tubewelLs 
and ringwells were dug to only a third of 
the depth recorded. It has aisobcenclaimed 
that large sums were accounted as having ' 
been spent on repair of forest roads 
although there were no signs of such woriw 
being carried out The local union of forest 
guai^s published a leaflet to counter 
accusations of negligence and corruption 
that had been made against ns members 
and instead put the blame on the guards’ 
superiors.The leaflet pointed, torexampic. 
to the luxunous lives led by high-rank 
oiricials and large expenditures on their 
rest houses, servants, vehicles and petrol 
consumption | Wc.st Bengal Forest Guards 
Union 1994). 

Without going into a discussion of these 
allegatioqs. one can as.sert that out in the 
Rabha villages ecodevciopment has had 
more or less no impact and that other than 
the minor attempts just mentioned there 
IS little visible trace of it.' 

Erorirvuoi*MEN r Committeis 

The organisational process of forming 
the so-called forest protection committees 
nr ecodcvelopment committees had, 
however, made inroads even priui to the 
World Bunk protect. The first stoiy ut 
forest protection, in the southern part of 
West Bengal, is well known It has given 
the state forest department an international 
name us pioneers in joint fore.st manage¬ 
ment . .Sul ncient to say here that a deal was 
woiked out under which villagers helped 
the forest department protect the forest 
and received in return a 23 per (xnt share 
of limber and minor forest products 
(Potfenberger and McGean 1996]. This 
arrangement has become a bluepnnt for 
succesful joint forest management, and 
has been exported to othei parts of India 
and even a^oad. It Uwk until the early 
199<)s before the concept of forest pro¬ 
tection committees reached the northern 
distiicts ot West Bengal, hut it has since 
become integrated into the forest 
department's working plans 

In the ca.se ot the lorcst villages of the 
Buxa tigci reserve and the neighbounng 
Jaldapara wildlife sanctuary, the loic.sl 
protection commiitccs has been renamed 
ecodcvelopment committees The only 
difference seems to be that instead of the 
2 S per cent share these villages get 
ecodcvelopment facilities for helping the 
foresiflcpartmentkecplivestockandillicit 
fellers out of the forest. 

To the jlabhas these committees differ 
little from any other scheme imposed on 
them by the government They have been 
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compleiely excluded fnrni die woridng 
out ^ tenns and amnsements that would 
make the ‘forest protection committee’ 
concept acceptable to them. In most forest 
villafes the forest departmmt has forced 
the Rabhas to join dw scheme, to form a 
committee, and to give up all illicit 
exliactionofforest produce. The tribesmoi 
have been tdd that unless they start co> 
operating in protecting the forest, they 
would be thrown out of their villages. Few 
Rabhas know what the committees are 
really abouL Those who know say that 
they have to start patrolling the forest and 
that a few years hence if th^ have been 
succesful, they will perhaps get some 
money or log.s. 

.More or less all the Rabhas this author 
has talked to are critical of «ich an 
arrangement, saying it is not possible for 
them to patrol night after night without 
any fixed paymem. “Why can’t we get the 
same salary as the forest guards employed 
by the forest depaitmcntT’ some have 
argued. Others point to the fact that since 
they themselves are forced to survive by 
collecting firewood, how can they stop 
others front cutting trees? The largely 
negative attitude has made it impossible 
in some villages to even get people to 
come 10 the meetings at which the respec¬ 
tive local aimmittees are supposed to he 
founded. Judging from the experiences of 
the Rabhas there is, in other words, little 
indication that joint forest management 
will become a success stoiy in southern 
West Bengal. 

The tiger reserve authorities describe 
things dilTerently. In ihe reserve’s news¬ 
letter, for example, ii is stated that 32 
ecodevelupment committees have been 
formed, and 1,400 hectares of agricuhure 
land have been brought under irrigation 
during the year c*' 19'>3-94 alone [Buxa 
Tiger Reserve 1994]. The iaige number 
of committees is understandable as Ihe 
committees are a prerequisite for thcentire 
project - Mslhout people organised into 
ecodevelopment committees there can be 
no ecodevelopment. 

According to the World Bank project 
document the central process of partici¬ 
patory micro-planning starts with the 
formation of such committees. Every 
village or hamlet is supposed to form a 
committee, and the ideal size is said to be 
between 30 and 60 households. Every 
household should be represented, and the 
committee should consist of both men and 
women. The committee is descri bed as (he 
‘dedsion-makingbody' ofthelocalpeopie, 
and it is throu^ them that the eco- 
devetopment activities will be imple¬ 
mented and project benefits distributed. 


It is up to every Indian state to establish 
the d^ls of mendiasliip and the rights 
and duties of the ecodevelopment 
committees under a special, ‘government 
Older’ tobe issued not lata than September 
1998.^ 

The ecodevelopment committees that 
one leams about from the Rabhas are 
rather shallow constructions. Most 
importantly, they are far from the ideal of 
a democratic (tecision-making body. The 
beat forest ofTicer is appointed secretary 
of the board of every committee; the 
meeting protocols and other papers are 
kept by him. As a result, the villagers have 
littte insight into, or control over, the 
winking of the committee. The nuyority 
ofRabhasareillitnate. But inevery village 
at least a few people are educated enough 
to be able tocope vritb the secretary’s job. 
But such an arrangement has obviously 
not been favoured by those administrating 
the scheme. 

The irony of it is obvious to anyone 
familiar with the situation in the Indian 
forests: the beat forest officer is the very 
person who embodies the power of the 
state vis-a-vis the forest dwellers. He is. 
for example, the person who on a daily 
basis decides whether some act (grazing 
tattle, fishing, collection of firewood, etc, 
is to be tolerated or treated,) as an offence 
against the forest rules. And now the very 
same person is supposed to act as just 
another member of (he board of the 
committee. Thus far, it could be said, the 
fore.st protection and ecodevelopment 
commiUecs lack popular support and 
community involvement, the ingredients 
that made them function so well in the 
southern pans of West Bengal and which 
the World Bank project hoped to build on. 

Another central question relating to the 
World Bank’s ambitious ecodevelopment 
committee design is the one of how it 
handles the issue of indigenotu peoples’ 
rights. Before dealings with it let us listen 
to some Rabha voices, to what they think 
about the tiger project and the cco- 
development strategy.^ 

NARRATIVtS 

The ‘huji’ (traditional priest) in a village 
centrally situated in the reserve gave the 
following bleak account: 

“We do not get woifc in the forest any 
longer. Our cows and oxen are not allowed 
to graze in the icrest either. How can we 
continue to live here with our families 
under these conditions? Less and less work. 
Less and less land. We only have the fields 
the British gave us a long time ago. 
Elephants and tigers also cause a lot of 
trouble. We are always afraid tigers will 


take our cattie. The elephants eat and 
destroy the crop, and sometimes they even 
enter the village and destroy our houses. 
What are we supposed to eat now that the 
forest has bnrome a tiger reserve? 

‘'We earlier heard about a plan to ahif) 
our village and, further to the north, a 
village ca^Bhotia. Inourcase it probably 
will not happen, but in Bhotia half the 
people have already moved. There is still 
talk about our retsettlemeni, but we will 
not leave our village. Our mothers and 
fathers died here. We have lived here with 
our sons and daughters, and even seen our 
grandchildren grow up. What we own, the 
land we have always cultivated, belongs 
to us. It should also be divided among us. 
so that we can live here forever. Therefore 
we will never give up this place. We arc 
ready to fight for it. 

“Except for some minor arrangements 
we have not y^ received any ol the new 
facilities, such as the repair of roads, the 
building of a new bridge or irrigttion 
channels, which have been talked about. 
Although the bridge is broken nothing has 
been done to repair it. Neither have the 
channels be^n made. Far from betterment, 
the tigerproject has madeeverything harder 
for us.’* 

A senior mondol, from a forest village 
in the outer part of the buffer zone, 
expressed some hope forecodevelopment: 

“The condition of our villages used to 
be quite good in earlier days, but now we 
see our situation getting worse day by day 
We have heard that the World Bank is 
going to support the tiger project. That 
sounds good, and we hope it can lead to 
a better life for us in the forest villages 
Some top officials from the World Bank 
came here to the village. They told u.<i 
about the tiger rc.serve’s microplans and 
the different development projects they 
will start.’* 

“As we have been discussing, the Buxa 
tiger reserve was to help us with an 
embankment for tmi^ion. But at a recent 
meeting yvith the deputy field director 
(DFU) and Ihe othera from the Buxa 
division, we were told that instead of an 
embankment they will provide ring wells 
and pumpsets for irrigation of our fields 
Pumpsets and wells are perhaps good 
things, but as it is very difficult to cros-s 
the nver during the rainy season our village 
would indeed benefit more from an 
embankment. We face difficulties in 
communicating with other people, and 
children cannot attend school during Ihe 
fflonsorai. It is difficult to take cattie to 
graze on the other side of the river. 

“I know thu Rs 4,88,(X)0 is sanctioned 
by the World Bank for the micioplan of 



this area tor the next three years. But the 
forest depattment ha.s not yet started to 
provide any facilities, it has not started to 
repair the roads ui build the embankment. 
We keep a.sking the beat officer about the 
embankment, but he letis us it will nut be 
built and that we will get dug-out wells 
instead.” 

Both thc.<>c men desenbe a situation of 
talk and meetings but no action. The 
difficulties expressed by the huji in the 
first narrative are understandable as he 
lives in a village in the middle of the 
reserve and thus encounters the new rules 
moiedirectly. In that villagethc inhabitants 
lack the option of selling fiicwoud, which 
isawayuut tor people living in the margins 
of the resei ve. Livestock has earlier been 
an important source ot income for the 
village, but now with limited scope for 
grazing it appears that i his will vanish. The 
destruction of crops by elephants is a 
conimon piobicm for all forf.st villages, 
but this ccntrally-situaied village is worse 
off than most The atlected villages are 
entit led lo ci impcnsation, but as n in vol ves 
a lencthy and bureaucratic pnKcss with 
an uncertain outcome many villagers 
refrain from reporting damage. 

The inondol of the second nanalivc is 
among the tew Kahhas who have detailed 
knowledge about the ecodcvciopincnt 
project AltiKiugh he had a positive outlook, 
he W. 1 S cleai ly trusiraUd over the fact that 
the embunkinent. so central toihe villagers' 
cuncerns. did not lit into the plans of the 
forest authorities 

in general, must Rabhas aga'c about the 
necessity of pniiectine the forest as they 
are sincerely worried about what will 
happen lo them if the depletion ot the 
foa'si continues To them the fate of the 
forest as the toundatvm ol life is deeply 
interrelated with the cultural survival of 
the community. Bu: .is they lack other 
means ol survival they have to sell 
firewixid. As an old woman pul it 

"The trees and plants arc not at all the 
same as in our caily days. You see, one 
could say the forest is more or less ruined 
now. Just like ihcjungU- is being destroyed, 
so too arc our good times. There will he 
nothing left for us. Wc don't have enough 
food. It IS dreadful. It seems as haal tor 
those who have land as for those who 
don't Wc aie ail forecti to rolled firewood 
and whatever else we can lind in the forest, 
regardless of the rules ol the tiger reserve. 
Ali^hc people who live around hete face 
the same h.irdships I'he forest is being 
mined, even its life nerve is lading.” 

The people living in the forest, tlie forest 
department or tiger reserve management 
and the mtematiun.al wildlife lobby 
(represented by the GET! indeed have a 


common interest in saving the forest. 
Clearly, it is not a question of local people 
being unconcerned about or unaware of 
the ongoing depletion of the forest when 
they go out to cut trees. In most cases it 
is a simple question of making a living. 
Ecodevelupment is basically about pro¬ 
viding alternative ways of making a living 
for these people, but somewhere along the 
line things do not seem to connect. Many 
sec the forest de|»rtment as the main 
problem They claim that this hierarchical 
colonial organisation, designed for the 
purpose of timber extraction, cannot be 
transformed into a democratic organis¬ 
ation working together with local people 
in saving the forest and its wildlife 

It IS therefore argued that ownership of 
the forest and control over it have to be 
handed over to the local communities if 
the deforestation is to be stopped. Among 
the indigenous peoples and their orga¬ 
nisations It IS also a$.scrted that ultimately 
the Indian .state must return the forests 
stolen by the colonial regime. The forests 
arc not only morally theirs, but they are 
also the best suited to take care of them. 

Indigenous IY:onE 

The Rabhas may by all internationally 
accepted criteria^ be defined as an indi¬ 
genous people. In histoncai terms they 
are. along with other Bodo-speaking 
people, (he first settlers in this part of the 
suh-Himalayan stretch of territory. They 
are a non-dominant people, with a culture 
and language diiferent than that of the 
Bengali majority. They further identify 
themselves, and are identified by others, 
as a distinct and autochthonous (aboriginal) 
community in the area. Like other forest 
people III India, (he Rabhas have experi¬ 
enced adramalic colonisation by the Briti.sh 
- among other things through the 
imposition of the impcnal forest rules, 
which turned the forest into state property, 
curtailed ail previous forms of community 
rights am' thus forced them to give up their 
tiaditional economy, based on shifting 
cultivation, and ficcomc settled forest 
labourers. 

Little changed in the forest with 
indcpendciice, and the Rabhas continued 
to work for the forest department without 
pay and with only the right to cultivate a 
piece of land inside the rc.served forest. 
II 1 CSC labour contracts have been pa.sscd 
on in the family, and today, with a much 
larger population than when the contracts 
initialiy were established, only about half 
the families living in the forest villages 
have inherited such a contract. Those 
without a conttact or ‘agreement’ are 
regarded by thefoiest department as ‘faltus’ 
(which is a derogatory term meaning the 


unnecessary or the unwanted) and thus 
outside its area of responsibility and not 
legally entitled to remain in the reserved 
forest. In other words, it is the status of 
registrated labourer which gives a Rabha 
his only formal right to the forest. 

Admittedly, there have been no direct 
attempts to evict the faltus. But with the 
reduced demand for labour - as tree- 
plantation and timber operations have been 
largely reduced or stopped-and the general 
preoccupation with reducing the popu¬ 
lation inside protected areas, relocation of 
the forest villagers, and particularly the 
faltus, keeps coming up in discussions. 
Many of the faitu families lack both land 
and work and survive on firewood 
extraction. This brings them into conflict 
with the lorest authorities, who are trying 
to halt deforestation. 

In the few instances of the tiger reserve 
management proposing relocation of 
Rabha villages (this has been done in ^ 
least ihiee cases), compensation has been 
offered only for the registrated tamilies 
who weic promised new land and houses, 
whereas the faltus would get nothing. The 
is.sue of relocation is central in the World 
Bank staff appraisal report on ccodevelop- 
ment, where it is repeatedly stated that ail 
relocation has io be voluntary. 

The Simiiipal tiger reserve, in Orissa, 
was initially slated for inclusion in the 
ecodevciopment project but was excluded 
on the ground that the management had 
coined out relocation in an unacceptable 
way: the people had not been compensated 
with cither alternative land or new houses. 
The World Bank's decision to exclude the 
Similipal icserve, says the project docu¬ 
ment, “demonstrates the importance that 
the Bank attaches to these assurances” - 
assurances by the Indian government to 
practise voluntary relocation [World Bank 
1996: Annex 20]. 

Thecentral consideration hete is that the 
practices of ecodevelopment project.« 
should beconsi stent withtheWoridBank's 
OperaUonalDirective 4.20on Indigenous 
People. The.se directives, established in 
1991, desenbe the policies and procedures 
for World Bank projects ^at affect 
indigenouspeoples. The project documenk 
in other words, recognises that most of the 
people living in the seven protected areas 
fall under the category ofindigenous people 
and that OD 4.20 applies to them. In the 
case of the Rabhas, does Ibis apply equally 
to registrated and non-registrated families? 
This is indeed a question which has to be 
addressed in the ecodevelopment project 
and which will probably become a tricky 
one when it comes to establishing criteria 
for membership of the ecodevelopment 
committees. 
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During the fltst yean of ecodevelopment 
work in the Buxa tiger reserve there has 
been a clear strategy of discriminating 
between registrated and non-registrated 
families, development facilities being 
considered only for the former. This was 
the case in discussions of the relocation 
of Rabha villages. In the World Bvik 
project document there is one formulation 
which mc’iit support such a division. It 
says, ‘‘sonic of the people resident in the 
PAs (|»Dtected areas) ore non-cultivating 
tribals without documented land titles, 
and in these cases land-based investments 
would usually not be iwssiblc” [World 
Bank 1996 283]. Instead of land these 
people without land titles would possibly 
get training and equipment for taking up 
otherjobs in relation to the wildlife re.scrve. 
In other words, the faltus might fall under 
the category of ‘non-cultivaling tribals’, 
who in case of rclocauon would not get 
land in com|ien.sation. This is only one 
possible reading of the formulation. What 
is more important is the uncertain legal 
position of people living in forest villages, 
particularly those who lack a formal labour 
contiact with the forest department. 

Con fRuvERsiM Approach 

The type of forest villages the Rabhas 
live in lack any clear legal status. As noted, 
the forest departmen; legaids the nghts of 
these villagers - above all the tight to stay 
inside the reserved forest and to cultivate 
the land given as part of the labour contract 
- only in relation to then continued employ¬ 
ment as forest labourei s. The Rabhas view 
things rather differently. Forexample, they 
regard the land they cultivate as their pro¬ 
perty. They also regard the forest as their 
traditional homeland, never to be given up. 

According to B J Knshnan, an expert 
on environmental law in India, forest 
villages “are not a recognised legal entity 
in the existing enactments". There is no 
definition of ‘forest village’ in either the 
Indian Forest Act or the Wildlife (Protec¬ 
tion) Act, and Krishiun argues that such 
a dclinition ought to be included in these 
acts. He suggests that 'forest village' be 
defined as ‘a human settlement consisting 
of tribals and other forest people situated 
inside the sanctuary/iuilional park/reserved 
forest [Kfishnan 1996:70]. On the basis 
of such a definition one can then proceed 
with questions of rights for forest villages. 

The prospects for such a .strategy are 
difficult to estimate, but it is clear that the 
presem pohey of the Indian government 
is very much the opposite of strengthening 
the position of tte people living insitte 
sanctuaries, national parks and reserved 
forests. Thus Ramachandra Guha argues, 
in relation to the draft of the Conservation 


of Forest and Natural Ecosystems Bill, 
that if the bill be passed into law it will 
represent a victory for the forces or interest 
groups that plead for strict conservation 
and state control. The losers will again be 
the people who live insiite the reserved 
forest or those depending on the forest for 
their daily survival [Guha 1994]. 

A different and politically more contro- 
veisial strategy for a forest people like the 
Rabhas would be to mobilise as an indi¬ 
genous people and demand, in the light 
ofintemaiional legislation anddeclaiations 
for indigenous peoples, full property rights 
and control over the iorest. The World 
Bulk indeed uses the term indigenous 
people for the people in the project areas 
concerned. But the Indian govemment has 
so far refused to consider any community 
or people asindigenous. Most importantly, 
it has objected to the notion that the 
‘.scheduled tribes' or ‘adivasis’ are to be 
regarded as indigenous people [Singh 
1993, Roy Burman 1996], During the la.st 
few years, tbcconcepi of indigenous people 
has become a rallying point in India. 

India has its officially-recognised tribal 
people, or more correctly, scheduled tribes 
(ST). Roughly 8 per cent of India's 
population belongs tothe63ScommuniUcs 
identified as ST. There is nocleardefinition 
of ‘scheduled tribe', and it is up to the 
government and the parliament to decide 
which communities should be scheduled. 
Generally ‘backwardness’, ‘relative 
isolation' and cultural distinctiveness arc 
considered lor identification purposes 
[Singh 1993], There is also a continuation 
of the British policy under which peoples 
within forest areas and hill regions were 
administrated in a special way After inde- 
pciKlcncc. these peoples ivere idenliflcd 
as .scheduled tubes. Belonging lo this 
category entiiled people to certain benefits 
like quotas of govemment jobs and places 
in universities and schools, and pro¬ 
grammes tor tribal development. 

TrxJay the tnbal people say this set-up 
has been largely a iailure and that theii 
margin.>lisation and exploitation increa.ses 
day by day. Organisations like the Indian 
Coniederation of Indigenous and Tribal 
People have begun to identify them as 
‘indigenous people’ and to argue that all 
tribal people in India should be recognised 
as indigenous. In this context being 
indigenous implies identification with the 
international movement of indigenous 
people and with the proposition that 
international standards for indigenous 
people apply to the Indian situation. The 
confederation, among other things, 
demands that the Indian govemment ratify 
the International Labour Organisation 
(ILO) Convention No 169 and that the 


United Nations Declaration on Indigenous 
People (draft) be enforced. Others adopt 
a more critical stance on such steps. In 
particular. B K Roy Burman. an expert on 
tribal affairs, has objected to applying the 
ILO or tJN iramework m India [Roy 
Burman 1992. 1996].’ 

However, it seems obvious that a people 
like the Rabhas would strengthen tiKir 
position greatly if they can back their 
claims or rights to the lore.st through the 
‘indigenous people' status. The UN 
Declaration (draft) says, lor example, that 
indigenous peoples “have the right to the 
restitution of lands and temtories which 
have been confiscated, occupied, used or 
damaged without their free and informed 
consent”. Taking this article seriously 
would in all probability require a complete 
change of the rules and laws ot Indian 
foiesis Above all. ownership and control 
oi a forest would have to be transicircd 
from the forest department to the indi¬ 
genous or tribal people living in the forest 

Even though the World Bank uses the 
term indigenou.s people the ecodcvelnp- 
ment .scheme docs not pioposc anything 
approaching the radical .step mentioned 
above The project design is based entirely 
on the existing legal framework. By not 
raising the issue of ownership nghts for 
the indigenous peoples in the project areas, 
the World Bank has left it open to question 
whetherit really abidcsbyilsownslandanls 
for indigenous people as spelt out in OD 
4.20 (see, lor example, point 15). The 
project document refers to ‘assurances’ 
given by the Indian government and the 
state governments concerned to the effect 
that the cerxievelopmcnt activities “would 
not erode customary tenure nghts over 
land and other assets ot tribals living in 
the project area.s” [Woild Bank 1996-32]. 
But the question is what such guarantees 
are worth in a situation in which customary 
rights have not been recognised in the first 
place. 

Conclusions 

This paper has attempted to show that 
ecodcvelopment in the Buxa tiger reserve 
diHers little from what otherwise passes 
for ordinary village development. It is a 
maitta- of providing the basic infrastructure 
of roads, schooK drinking water, irrigation 
and inemne-generating activities. The mam 
problem of not delivering what is promised 
is also the same as in all other state- 
administrated development schemes. In 
general the Rabhas have a positive mtitude 
to the World Bank and tireir involvement 
in ecodcvelopment, but so far the tiger 
project and increased interest in wildlife 
conservation have caused nothing but 
increased hardship for them: less forest 



deputmear •♦wi* and rcstncted accvss to 
«be7on.-6i The ecoclevelopment wofic 
earned out so far has tniginated entirely 
fiom above, and the Rabhas have bad 
more or less no part in the planning process. 
TIm little woik that has been done has 
largely been of no use. 

But as the larger World Bank involve¬ 
ment has been initiated only recently, 
the important point here is not the bleak 
results but rather the project outline as 
such. Hie initial steps of ecodevelopment 
show no progress in regard to genuine 
Joint forest management or increased 
popular participation in wildlife 
conservation. As discussed at the end of 
the paper, the question of indigenous 
peoples’ rights has not been appro¬ 
priately addressed, and it is here that we 
And the missing link 

Notes 


[Thu paper i.s based on field research earned out 
between 198*) and 1995 and a one-month stay 
in |9<)7 for making a dncumciiiary film. The 
leseaivh has been financed by Sida/SAREC The 
paper was pirscnied in 1997 as a doctoral thesis 
at the dcponincni of social anthropology, Lund 
University.) 

1 See World Bank, India - Etndevelopnient 
/>in|e(t,Mjrdi2l. I99(> arW(HldHiink(i9%) 
which will be discussed later 

2 This rather complex issue <rf 'registroied' versus 
non-registratedorfalni tanuiies will be uicUed 
loier. Suffice it to say at this .stage ihat only 
about half the Rabha faimlies living in the 
forest vitiagcs oi northern West Bengal have 
legal status or an ‘agmement’ with the torcit 
department, a form of labour caniraci which 
was established dunng the Bniish rule and 
later inhented. in most eases, from lather to 
sonorfalhcMn-tawiosiin-in-law Thenumber 
of such contracts has been constant, wliere.i5 
the Rabha popuLiiion in the forest villages 
more than i^hlcd sim-e the beginning of the 
century In this way a large foltu calegory has 
emerged among ihe Rabhas, and lo the forest 
depwtmeni these people lack any legal right 
to be in die Rserved lorest or, in this cose, 
within the boundaries of the Ugcr reserve 

3 See Dey 1997 for a similarly critical review of 
ecudevdopmenl in ihe m aihy Jaldapora wildlife 
soncinary 

4 See Annex 8 in World Bank (1996) 

5 These accounts weir all record during the 
author’s last visit in 1997, and some of them 
also appear m Ihe doeumeniary film In ihe 
Shtuhiw the Tiger (inade in collaboration 
with Veena Uiundstmein and Karl Enk Kraraz; 
They have been translattxl from Kocha language 
in coltaboialion with Bholanath Bandasuk 

6 CnlenaspellouiinlLX>Convcniionl69,19K9, 
on indigenous and inbaJ perries, tnc UN draff 
declaration on indigenous prnpirs and by the 
indigenous peoples' own intcrnutional 
ofgamsatirn, die WorU Council oi Indigenous 
Peoples Based on these il can be said Inal the 
conveiiUonal usage of ihc com. epi of indigenous 
peoples letcn lo "die de> cendonts ot ihe people 
ihai occupied a given terrm'ry when it was 
invaded, ronqiiei^ or Lotoniseii by a foivign 
power or p)puiaiion(Siavenhagen 1994 ISJ” 
in oddiRon lu the question of being the onginol 
or first settlers, ilw concepl aitu relates (o the 
fact that indigenous propirs u>r non-dominani 


wiib a culture bom but of 

ihe^iii^iy.OM mwt add that die indi^^ 
peoples’ own organuadons aueit Intf the 
indigenous peoples tfaemselvM should have 
the right to define who ic indifenou [Biiiger 
1987, 1990) 

7 Fbr a funha discussion on Roy Bimiian’s 
posiboD and Ihe controveny over the concept | 
of indigenous people see Kartason (19^: 165- 
175). For on elaborate general ifiiciiiiion on 
the leievance of Ihe concept fior India, see 
BeieUle (1998). 
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Politics and Cotton Co-operatives 
in Central Gujarat 

N Riyaram 

Factions in Gujarat’s patidar-dominated cotton co-operatives subordinate their political interests to the 
co-operatives’ business interests. The distribution of a co-operative's income tends to become a bone oj 
inter-faction contention. The state government has a big say in cotton co-operative politics 


I 

Introduction 

THE study of politics and political pro¬ 
cesses in co-operativcs arc few and far 
between A few studies [like those by 
Baviskar( 1 *>80) and Attwo^ (1988)| have 
been made in Maharashtra, but so far as 
Gujarat IS concerned no such study has 
been made, even though the latter state has 
a long hKstory of successful co-operativcs, 
including cottonco-operatives Cotton co¬ 
operatives are powerful economic insti¬ 
tutions in Gujarat. A modcratc-si/cd 
primary marketing co-operative usually 
has a business tumovei tunning into lakhs 
of rupees, while disinct unions generally 
handle sums in the region of crores. 

llic present paper attempts to study the 
structure and operation of the political 
process in cotton co-o|x.’rali ves of central 
Gujarat.* with special focus on a distncl- 
level unioncallcdihcShn MadhyaGujarat 
Co-operative Colton Marketing Union 
(MGCCU). Vadodara. This union was 
chosen for study because: (I) It has been 
doing well for a long time. (2) The 
rescaicher has established rapport with 
some of Its oflice-be.irers of MGCCU, 
which IS especially iiii|MHrtant for getting 
information of a 'ciiMtive nature. 

Data for this study were collected in the 
middle of 1992 through interviews of 
eminent persons associated with cotton 
co-operatives and the cotton trade, visits 
to some cotton co-operativcs and scrutiny 
of published and nun-published records. 
While the focus is on MGCCU, data 
regarding other district co-operative unions 
in the stdte, the state-level federation 
(Gujeot) and the all-India federation of 
state-level co-operative cotton marketing 
unions were alsocollecied. as was informa¬ 
tion from cotton traders and merchants. 

The nature ot the cotton economy of 
India and Gujinat is explained in Section n 
In Section IE the structure of cotton co- 
operaUves will be portrayed; Section IV 
analy.ses the structure of MGCCU. It is 
followed by adctailed discussion of politics 
and political proceascs in Section V, while 
Section VI analyses iho structural features 


of political processes. Section VII is the 
conciasion 

II 

Cotton and Cotton Economy 

Cotton can be classified on the basis of 
fineness, spinning count and strength, and 
staple length In India it has been classiPicd, 
on the basis of staple length, into five 
categories - .short staple, medium staple, 
superior medium staple, lung staple and 
extra-long staple ITie leading trading 
organrsatiun in cotton in the country, the 
East India Cotton As.sociation. lists I IS 
varieties of cotton that have been grown 
in the country ’ 

Partition in 1947 saw more than 25 per 
cent of the cotton acreage and nearly 40 
per cent ot the production of long-staple 
and medium-staple varieties going to 
Pakistan On the other hand, over 98 per 
cent ot cotton textile mdu-stry remained in 
India. This single event overnight con¬ 
verted India into a net importer of cotton 
[Pava.skar 1985 10). This situation per¬ 
sisted throughout the fifties and sixties 
and changed in only the late seventies and 
the early eighties. 

Uic government of India has been trying 
to increase the output of cotton, especially 
the long-stapple and cxtra-long-staplc 
vancties, by intnxiucing and encouraging 
the cultivation of hybrid .seeds. The first 
commercially successful introduction of a 
hybrid seed - Hybnd4 (H4) or Shankcr4 
(S4)- was made by the Surat Agricultural 
Research Station. It was introduced in 
1971 (Mehta 1985 71.' This variety, an 
extra-iong-stapic one had arelaitvciy short 
duration of growth (210-230 days). It was 
highly responsive to fertiliser and had 
greater tolerance of waterlogging and 
rainfall conditions (East India Cotton 
AssiKiation 1967:1.56-157]. The intro¬ 
duction of this variety and its widespread 
cultivation in subsequent years resulted in 
India bcc'oming self-sufficient in extra- 
long-staplc cotton 

Gujarat, central Gujarat in particular, 
has for long been a cotton gix'wing area 
Its climate and soil are considered suitable 
for cultivation and growth of this crop 


The introduction of hybrid cotton brought 
about many changes in the lives of the 
farmers ol central Gujarat This cotton 
was ready for picking early (around 
Dussera. towards the end of October) and 
had a bcttcryicld (umter favourable circum¬ 
stances) And being keenly sought afler 
by the Indian textile industry and in the 
export market, it fetched a higher price 
than the traditional (medium-staple) 
vancties In 1991-92, the hybrid vancty 
S-4/S-6 fetched prices of between 
Rs I0.(XK) and Rs I5,S()0 per candy 

Market FiiRcrs 

Tlie cotton economy is a speculative 
economy. Bmadly speaking, three kinds 
of forces operate to influence cotton prices 
in India' the mill/tcxtilc lobby, which 
favours pnee minimisation: the farmers, 
operating through co-operatives, farmers' 
avsociaiiuns and othci pressure groups, 
which favour the most remunerative pnccs. 
and the tradcis 

Speculation in cotton starts operating 
right at the beginning of the so wing season, 
as indicated by the price quotations in the 
market. Reports on the amouni of rainfall 
in the cotton growing areas and the area 
under cultivation influence market prices 
If the rams arc g(x)d ami there is specu lation 
that the crip will he giKxi. the puces tend 
to be depressed It. on the other hand, the 
rains arc poor and there is fear ot a poor 
yield, the pnccs tend to go up 

The first official excai.se by the govern¬ 
ment to a.sscss the amount of cotton that 
will be produced dunng the course of the 
year is done by the Cotton Advisory Board 
(CAB), a body compri.sing traders, mill/ 
textile interest gniups and fanners and 
convened by the textile commissioner, a 
union govemmeiil functionary Tins biHly 
otficially draws a cotton balance sheet and 
releases its estimated of countiywide pro 
duction, consumption and carry-over stock 
It meets at regular intervals during the 
course of the year and issues revised cotton 
balance sheets These estimates mfluente 
the market Farmcis and co-opeiatne 
leaders say that iisuallv tlie f AB eslinwies 
of production and consumption are 



determined by the interest of the textile 
lobby. 

Theunion ministry of agriculture, on the 
recommendation of the Commission for 
Agncultural Costs and Pnees, declares 
support prices which it thinks would 
remunciate the farmers adequately. Much 
before this event (and sometimes after it 
as well), farmers and lo-operative leaders 
attempt to pressure the government, on the 
basis of their own information, into 
declaring a support price which they erm- 
sider attractive. 

The market prices of cotton may 
fluctuate. The difference between support 
price and market price influences the 
decisions of farmers, the functioning of 
the cotton co-opcrativcs and those involved 
in the trade If the support price is higher 
than the mai ket pnee (as in 19X.5-86, a year 
of glut in Gujarat and the country as a 
whole), fanners pretei to sell their cotton 
to the government-backed procurement 
agencies; side by side, pressure builds on 
the CO -operatives (because the government 
distributes funds for price support 
operations through cotton co-operatives 
in Gujarat) and the Cotton Corporation of 
India (C'CI)^ to purchase cotton from 
famieis. On the other hand, il the market 
pnee IS higher than the support price, the 
faimer may sell his lotton in the open 
market or bring it to a co-operative 

III 

Structure of Cotton Co-operatives 

Dunng the early deL.ides of this century 
(and perhaps earlier as well), cotton- 
growers in Guiarat were exploited by agents 
of private traders not only in respect of 
pnccs hut also by having to accept deduc¬ 
tions on the basis ol trader-determined 
parameters of quality The farmers were 
also exploited when the cotton was 
weighed. Moicovci, they did not get pay¬ 
ments in lull or in lime. To get the payments 
due to them, the famuTs had to bnhe the 
‘mchlajis’ iclerks) of the traders It was 
to overcome this situation and the 
difficulties faced (hat cotton co-operalives 
were started in the slate, the tirst one being 
established in Surat in 1919^ 

Right from then inicption, the cotton 
co-operatives in Gujarat have evolved a 
unique marketing system called the 
'pooling system’. The system works on 
these lines. After the harvest, the tarmcr 
members pool their cotton at the co¬ 
operative, which in turn gets it processed 
and pressed into bales. These bales are 
sold by the co-operative at an appropriate 
time during the year so as to rcali.se the 
be.st possible rctums. Once all the cotton 
has been sold, the co-uperative .society 


deducts the amount involved in itsexpenses 
before working out the price forraw cotton 
on a perquintal basis, llie fanner members 
are then paid for the cotton th^ have 
pooled at this pnee. 

The cycle from pooling to payment may 
take from five to eight months. There is 
no middleman. It is the claim of co¬ 
operative leaders that dunng allthese years 
the co-operatives, under the pooling 
system, have paid pnees which have been 
at least 3.^ per cent higher than the pre¬ 
vailing market prices.' 

To help farmers who have liquidity 
problems, the society offers advances for 
a consideration in the form of intoesl. 
This interest amount is deducted at the 
time of final .settlement of accounts. 

In 1992, there were 500 pnmaiy cotton 
co-oDcralives and 1 50cn-opeiative ginning 
and pressing .societies in Gujarat.^ 

The structure of the network of cotton 
ginning and pressing transactions in the 
co-operative sector is as shown in Figure. 
Farmers are members of marketing co¬ 
operatives, ginning and pressing co-' 
operatives which market cotton ui a 
multipurpose co-operatives which also 
market cotton The marketing and 
multiputposeco-opcrativcs get dicircuitnn 
ginned and press^ either in ginning and 
pressing co-uperativesorinpnvate ginning 
and pressing factories. For those who are 
members of ginning and pressing co¬ 
operatives which market cotton, the 
ginning and pressing process is taken care 
ol by the societies. 

These primary (village-level) co¬ 
operatives which market cotton are in turn 
members of district-level unions ol co- 
opcrativesformarkelingpurpo.ses In 1992, 
there were eight district co-operative cotton 
marketing unions in Gujarat. 

The district co-operative marketing 
unions have in turn federated into a state- 
level federation of co-operative cotton 
mariceting unions. In 1992, the fccteration 
had SIX unions as its members - the unions 
of Surat. Bharuch and Vadodara (under 
the MGCCU umbrella), those of Kheda 
and Ahmcdabad under the north Gujarat 
union umbrella and that of Sabaikantha. 
The marketing unions of Mehsana and 
Surendranagar districts were to be granted 
membership. 

Tne first union of village-level cotton 
co-operatives was formed in Surat m 1926. 
The Bharuch union came into existence 
in 1945. The remaining unions emerged 
during the post-independence period: the 
Ahm^abad-hased north Gujarat union 
in 1955, MGCCU in 1972-73, the Sabar- 
kantha union in 1966 and the Kheda union 
in 1973. The state-level federation was 


Rouiie , Neiwimk of Gmnim and 
PUBSsmo TuANSAcnoNS 



Note C and P means ginning and piessing. 
anows indicate the diiection ot flow, cotton 
goes from marketing/multipurpose co¬ 
operative to ginning and pressing co- 
operan ve/pnvate factor for processing and 
comes hack to be marketed 

formed in 1975. Prim to the emergence 
of distnet unions. Gujarat was divided 
into tour cotton growing zones. Each zone 
had acertain variety (or varieties)of cotton 
grown. The cotton of a given zone could 
not be transported outside it 

Even though the structure of cotton co¬ 
operatives fnim village level to stale level 
is vertically integrated, the co-operatives 
at each level enjoy autonomy Village- 
level co-opcrativcs till recently, used to 
market the crop through traders and/ur 
through MGCCU. The north Gujarat union 
used to market all its cotton through its 
own mariceting channels till 1990. Buf by 
1992 the mariceting of cotton had become 
ri.sky So the union preferred to pass the 
nskon tothe federation. Its main purchasers 
were state textile corporations (SICs) and 
the National Textile Corporation iNTC). 
The Surat union sold a certain proportion 
of its cotton to the Surat Co-operatives 
Spinning Mill, of which it is a shareholder. 

Even though village co-operatives were 
members of distnet unions, till recmitly 
then preference was marketing through 
pnvate traders. It is only since 1986 that 
marketing through unions has been 
preferred. This change is attributed to 
cotton production exceeding domestic 
demand. 

IV 

About MGCCU 

The central Gujarat union was estab¬ 
lished in 1973 by co-opcratl ves located in 
and around Kaijan, a tduka headejuarters. 
Hie founder members comprised 15 co¬ 
operative cotton sale societies, four of 
which also had ginning and pressing ^ 
facilities, which had broken away from the 








Bharuch union. What prompted the 
breakaway is not cleai. But co-operative 
leaders remark in hindsight that it was for 
‘kursi’ (chair), (V positions of power. In 
the initial years ^1 IS societies found 
representation on the board of directors, 
arid when the number of member societies 
increased to 17, all the 17 were represen- 
ied.’Thechairman and vice-chairman were 
elected from among the board members. 

This structure endured till 1980. The 
cotton economy had by this time witnessed 
a change from a situation of short supply 
tooneof surplus production. Prices tended 
to fluctuate, and to strike bargains better 
communication facilities became neces¬ 
sary. The MGCCU headquarters shifted 
from Kagan to Vadodara, which had better 
commuiucatiun taciiitie.N, especially the 
telephone network Furthermore, many 
cotton merchants had also shifted to 
Vadodara from Bharuch All this neces¬ 
sitated a change in marketing practices. 

With the shill to Vadodara more co¬ 
operatives joined MGCnj; and by 1980 
the membership had risen to 23. The 
strength of the board of directevs was 
increased to 21 - 18 elected and two co¬ 
opted directors, besides a directorship 
reserved for the district registrar ot co¬ 
operatives Howevei, the number of 
representatives a .society could have on the 
board was determined on the ba.sis of its 
performance.**^ Those societies which 
pressed more bales could .send more repre¬ 
sentatives il they so desired However, the 
practice of accommodating as many 
societies as possible continued. 

The middle of the eighties was a penod 
of turbulence in the cotton world. Pro¬ 
duction incicased and the cotton economy 
changed from a situation of deficit to one 
of surplus. Co-operatives had to use their 
political connections to protect their 
interests as well as those of fanners. 

Owing to this, the earlier criteria for 
representation on the hoard of directors 
got amended. Now co-operatives pressing 
up to 9,000 bales could have one repre¬ 
sentative and those which prc.ssed more 
than 9,000 bales two, if they so desired 
The members were to he selected from co¬ 
operatives listed in descending order on 
the basis oi bales sold through MGCCU 
during the previous year. This permitted 
more widespread representation. In 
1990-91, MGCCU had 37 co-operatives 
(including multipurpose co-operatives 
marketing cotton) as its members and six 
others as nominal members 

The above analysis shows how the 
structure of MGCciu has been changing 
in step with changing circumstances In 
the absence of performance criteria for 


selecting board members, it would be 
tempting for an incumbent to pack the 
board with his supporters, irrespective of 
whether or not the co-operatives which 
they represent sold cotton during the 
previous year. By working out performance 
criteria acceptable to all members, the 
MCX7CTJ lea^rs have abridged the scope 
for abuse and misuse of the institution. 

MARKfcTING PkACnCES 

To understand the political processes 
within the cotton co-operatives it is 
important to know the marketing practices 
of MGCCU. An overview of cotton 
maikcting in the country would place these 
practices in context 

Cotton marketing practices in India are 
varied. In Maharashtra, a monopoly 
procurement scheme has been in existence 
for about two decades. In Gujarat co¬ 
operatives compete with private trade in 
some areas. Elsewhere in the country the 
co-operative movement is weak. Private 
trade dominates the market. To add to this 
complicated picture, the CCI, a body set 
up by the union government, also procures 
cotton in various parts of India, including 
Gujarat 

Within Gujarat cotton co-operati ves are 
a majorforcc in Surat, Bharuch, Vadodara. 
Kheda, Ahinedabad and Sabarkantha 
distnets, while in other districts they are 
marginal or absent. 

As the cotton economy lends itself to 
speculation, the leaders of a co-operative 
show capability in securing cotton from 
members making up any shorttalls in 
particular years from other sources. In this 
speculative scenario, they have also to be 
capable of getting the best possible letums 
for their members' cotton Tho.se who 
demonstrate bothcapabiiitiescan improve 
theirstanding in society Such factors affect 
the political fortunes of leaders of cotton 
co-operatives 

Marketing through MGCCll was not a 
widespread practice till about 1985. Till 
then the union would collect market 
information and pass it on to its members 
for a commission From the time the stale 
federation came into existence in 1975, 
many cotton marketing co-operati ves used 
to market the crop through the federation, 
and this continued till 1985. In 1985, 
Gujeot accepted a proposal put forward 
by the MGCCU chairman to the effect that 
the federation should accept marketing 
only from emton for its six member unions 
and cease to deal directly with the primary 
societies. Hiis decision strengthened tire 
district level unions as well as Gujeot. 

Anotherimportantfactorthat contributed 
to this change in the marketing pracucc 


was the changing nature of the cotton 
economy. There were bumper crops in the 
state in 1984-85 and 1985-86. Perhaps 
marketing in such a situauon could have 
been managed only through the unions 

A third factor which played a role in 
strengthening MGCCU around this time 
was the nature of the leadership that 
MGCCU got. The chairman and the 
manager were able to mobilise political 
leaders of the slate to intervene in an 
effective manner. Hiey organised a senes 
of me^ings in 1984 along with Sanat 
Mehta, then Gujarat’s finance minister, to 
highlight the problems ot farmers. They 
persuaded Mehta and chief minister 
Amaisinh Chaudhary to declare a scheme 
of guaianteed cotton procurement for 
1984-85.'' Under this scheme farmenrin 
Gujarat got pnees which were 15 per cent 
highet than the support pna's announced 
by the government of India For 1985-86, 
this scheme was modified and procurement 
wa.s effected at support prices. The state 
government incurred a total loss of Rs 26 
crorc under this scheme dunng these two 
years.‘ 

In 1985-86 a bixly called Gujarat Kapas 
Meet Rakshak Sangh was .set up to promote 
and protect the interests of cotton growers 
of the state This btxiy emerged owing to 
the efforts of Mehta (who by then was no 
longer i n the cabinet) and the then chairman 
and manager of MGCCU As a re.sull of 
all this, more and more co-operatives 
started marketing cotton dirough MGCCU 

Unlike the north Gujarat union, the 
Sabarkantha union and (he Kheda union, 
MGCCU does not charge a commission 
formarkcting cotton hales It levies charges 
on Its members forthuexpenditurcincuned 
on selling bales. Till 1992 it was charging 
Rs 5 per bale The north Gujarat. Kheda 
and Sabarkantha unions charged between 
Rs 25 and Rs 30 per bale dunng the same 
period MGCCU paid the federation 
Rs 1.5 for every bale sold through it. The 
federation charged half pur cent by wa> 
of commis.si(Hi over and atove this amount. 

Much of the ciXton of the co-opeialivc 
sector in Gujarat was marketed to NfC 
and STC mills. This change in mariceting 
practices took place over a decade or so 
Besides this, hybnd staple (S-4. S-6) cotton 
was .sold in the south, espci iaily in Tamil 
Nadu - where there was a demand foi this 
variety from pnvate mills, co-operatives 
and NTC and STC nulls. 

Dunng the la.st decade, export of cotton 
has been another important source of 
revenue for the co-operative sector in the 
state. According to one estimate there are 
124 NTC mills, 50 STC mills and about 
100 mills in the co-operative sector in the 



country.These mills purehase cotton 
fium state-level ro-oporativc federations 
like those of Gujaiat and Maharashtia and 
from the CCI Gujeot and the district-level 
co-operative unions ol i he state have iound 
it ca.sy to sell their cotton to them. Being 
numerous the NTCVSTC mills have a large 
demand. They arc under governmental 
pn;.vsure to buy from the CCI and/or co¬ 
operatives Dependence on such a captive 
market has had its impact on the quality 
of the cotton pressed in co-opcralivcs of 
Gujarat The quality has been incicasmgly 
criticised 

V 

Co-operatise Politics 

A sinking fcalua* oi MGC'CU and the 
cotton lo-opcrative unions in Surat. 
Bharuch, Kheda. Ahniedahad and Sabar- 
kantlia is that they an' dominated by the 
paiidor caste 'llie politics in these co- 
opcralivc.s may he termed as the politics 
of palidars 

ITie term ‘patidai’ came to be applied 
to persons who were given responsibility 
Iorcollecting revenue I rom strips ('palis') 
Each pati- holder! patidai) was rcspoiisible 
for paying land revenue in proportion to 
the si/.e ol his holding Originally, the 
palidars were a brotherhood ol \illage 
landholders and belonged to a coiiiniuiiiiy 
calledkanbis 'Kanbi'stenislrom'kiiimr, 
the peasant community ol the Gangetic 
plain, and 'kunhi'. the |>easanl community 
of Mjliat.i.shlra. During the Mughal pci lod, 
.some ot these peasants organised them¬ 
selves intOLolH:reiitcommunitiesolvillai!e 
rulers who came to hi known as palidars 
IHaidiman IStKI )7| Essentially, the dis¬ 
tinction between patid us and kaiibis was 
based on dillerences in wealth and social 
position and not on 'blood' or ‘race’ dil- 
ierenccs Since 1931. no distinction has 
been made in nomenclature all aa* called 
patidars (PiKock 1972 I. I lardiman 19X1. 
42] 

The status oi palidars tends to dillet 
accoiding to the region where they reside. 
In leniral (luiaiat, the patidars aa* very 
prosperous and have ai hieved high status 
InnonhGuiaratandSaurashtra.espccialiy 
the erstwhile princely states, they have a 
low status [Kothari and Maru 1970' 
fewtnote 14) 

Patidars have a long reputation ol being 
shicwd, frugal and h.irdworking Now¬ 
adays, they claim to he vaishyas (hanias) 
because “the business model is doniinani 
in Gujarat . and palidars have taken to 
business" (Shah and Shiiill 1959.62-63] 
Ghanshyam Shah (1991 60) goes lurlher 
to say that palidars "call themselves 
\ ai.shyas and arc acknowledged as sue li bv 


others” So one is not surprised to notice 
that patidars .see cu-operatives purely as 
business vcniurcs They dominate co¬ 
operatives pri manly toproinolcand protect 
tiicir interests The bones ol tactional 
contention aa- business issues. 

What IS the socio-economic standing ol 
patidars who aa‘ Ica(fa:fs?Dunng the course 
of this study ol MGCCII wc interviewed 
15 of the 25 boaid members One ol the 
queues put to them was about land 
holdings Even though then.' wasatcndcncy 
to understate in a lew cases, this data is 
being presented as being a rough indicatoi 
ot then socio-economic position (sec 
Table) All the directors are hig farmers. 
I'oiirot them arc hiisinc.ssmen and one an 
ayurvedic doctor Dunng our visit to other 
distiKt unions, we noticed that the 
inlluential leaders were big farmets 

.So the polities, especially at disirici and 
state level, is contention between vanous 
tactions ot rich patidars. Keeping (he 
palidar dimension in mind let us now (urn 
our attention to (he political pr(K'e.ss in 
cotton co-opratives The process may be 
analysed at two levels: operations m 
relation to the state and operations within 
the to-o|K‘ialives 

Oplrauons vis-a-vis Siam 

'Ilie cotton co-operative unions and the 
stale level lederatiun arc led by politically 
important poisons who usually woik in 
close collaboration with the ruling parties 
at the ^.en(^c and in (he state. The co- 
opeialives need to have as their leaders 
politically influential persons, especially 
pel sons with close links with (ho.se in 
power, hecau.se then operations arc 
mllucnced by thedecisionsandthepolilic.s 
of the state Then leaders in turn get to 
become leaders ol faimers. 

'I'he state and the government, especially 
the one at the centre, inilucnccs the 
lunctioning ot cotton co-operatives in 
vanous ways The announccnieiil of a 
support pi ICO foragni ulturai commoditic.s, 
including cotton, is an important event 
The timing of the announcement vi.s-a-vis 
cotton - whctiicr it is well hclorc the 
season beg is oi |ust alter (he .season has 
begun - and th: level ol the support prices 
in comparcson to those ol the previous 
years allccts the co-operaitves directly 
The co-operatives loimuiatc policies tor 
a paiticular sca.son on the basis of the 
above-mentioned factors. I'he level of 
support puces helps determine the amount 
of credit that a co-opeiative society can 
draw from a co-upetative bank. 

The central government also influences 
the functioning ol co-operalivcs by its 
decision regarding export and import. The 


nulls tend to piie.s.sun; the government to 
import cotton when cotton prices arc high 
and the co-operatives and the farmers to 
forcefully advocate the release of cotton 
for export in a year when cotton prices are 
lowhccauseofabumperctop HicpoliUcal 
.standing of the co-operative leader - his 
proximity to those who count in the ruling 
party - is important for promoting and 
protecting the interests of the farmers. 

Co-operativesof Gujarat demanded from 
the centre - for a decade or so - a long¬ 
term commitment on cotton exports. After 
much persuasion and effort, the co¬ 
operatives and farmers’ bodies got such 
a commitment The union government 
announced a long-term policy envisaging 
the export of six lakh bales every year 
Dc.spitc (his the co-opcrative.s have had to 
lobby tor rclca.se ol the export quota 

The union budget influences the opera¬ 
tions ot cotton co-operatives. Increases or- 
decreases in the levies, if any. imposed on 
man-made fibres influence cotton con¬ 
sumption by the textile industiy. The level 
of budgetary support to the NTC mills also 
aflect the cu-operatives as (he NTC is an 
important puicha.ser ol cotton ftum them 
The decision taken by the P V Nara.sinilia 
Rao government in 1992 to withdraw 
budgetary support to TNC nulls resulted 
in a .setback to cotton co-operatives in 
Gujarat The co-uperati ves found it dil I icult 
to realise their dues from Nl’C (and STC) 
mills These mills had not paid for the 
cotton they had purchased 

Gujeot I ailed to realise Rs 30 croic I rom 
these mills, including Rs 5.64 crore of (he 
previous year. In turn it defaulted in 
payment to the unions, which in turn let 
down the pnmaiy co-operatives This 
added to the interest burden of the co¬ 
operatives. Many .societies had unsold 
stiKks - which made it difficult for them 
to tinali.se ihcir accounts Against this 
background there was a move to impoit 
cotton. 

It was under such circumstances that 
Gujeot offered to sell cotton to tlie NTC 
mills lor Rs 1,000 per candy less than the 
market ratclhcn prevailing on the condition 
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of full payment again^ delivcty or full 
flnancial commitment from the textile 
ministry.'* 

Another area where the government 
influences co-operative is its financial 
policy. The decision the Reserve Bank of 
India once took to bring cotton under 
selective credit control affected the 
finances of co-operaiives. The margin 
money available fell .sharply. 

Agricultural policy is another factor 
which influences ai-operati ves. Decisions 
on fertilisers, pesticides and support prices 
for alternative crops influence the cotton 
cultivator’s decision whether or not to go 
in tor hybrids The textile policy of the 
government is another important factor 
affecting cotton co-operatives 

.State governments’ al.sri actions inilu- 
ence cotton co-operati ve.s Besides t rami ng 
the laws which govern the functioning ot 
co-operdtives. state govcmmcntscomcinto 
the pictua- wlicn the vcntial government 
is not able to intervene eltectively on 
belialf ot the famiets This happened in 
(lU)anitin 1984-85 and 1985 8b, years ot 
bumper cotton crops As jlieady noted, 
the state government announced d scheme 
lot the prtK'urcment ot cotton thrt’ugh co¬ 
operatives 

The above analysis explains the need lor 
co-ops-iati ves to have links with important 
political icadets Oujutat hasco-operative 
leadeis (mo.slly paiidars) who have 
established close links with piominent 
politicians For instamc, some important 
leaders ol VKircu had cio.se tics with 
Sanat Mehta This linkage between the 
politician and the lo-operativc leader 
builds a nexus between the two. So, it 
IS not surprising to find co-operative 
leaders being members ol political parties. 
Some ot them contest elections to the 
state assembly, and many others arc 
members ol district panchayats and gram 
panchayats 

So there is a two-way interaction 
operating in the link between co-operatives 
and the state. Politictims try to get their 
supporters inducted in various po.sitions 
in co-opcralives at the state, district and 
pnmaiy level On the other hand, aspiring 
politicians (especially amongst the 
patidars) find the co-operatives route 
appropriate for fulPilling their political 
aspirations A village-level leader can, by 
beaming a leader in aco-operative, extend 
his influence to a group of villages. The 
politicians who are members of boards 
of directors of co-operatives usually are 
or have been members of district 
panchayats. Some co-operative leaders 
have even contested elections to the state 
assembly. 


Iniernal Processes 

We have until now analysed the political 
context in which commodity co-operati v os 
in general and cotton co-operatives in 
particular operate in Gujarat. Let us now 
lookatiheoperalionol the political process 
within the world of cotton co-operatives 
in Gujarat 

Although each co-operative society is 
legally a separate unit having its own 
structure, by-laws and aiea of operation, 
the co-operatives are interlink^ at the 
political level, especially in the operation 
ol the political ptiKcss. Information about 
one co-operative quickly reaches others. 
The politics at one level influences the 
politics at another level. To understand the 
activities at one level, therefore, one would 
have to understand the political processes 
at other levels Furthermore, if two com¬ 
peting pnmary-lcvel leaders get elected to 
a district union, theirdiffeiences are usually 
carried over to the higher level. 

To understand the political process at 
the MGCCU level, it is imperative to 
elaborate the operation ot the process at 
the lederation level 

Iniernai OeiRAnoNS 

The hoaid of directors of Gujeot 
Lonipiise 

(I) eleven elected representatives of 
membci unions (who have to be members 
ol their respective hoards); 

(ii) SIX chaiiincn ol the six member 
unions, 

(ill) one representative of the state 
government, 

(IV) one representative of the office of 
the registrar ol co-operative societies; 

(V) one repiescntativc ol the otiice ot 
the Regional Director of the National Co¬ 
operative Development Corporation 
(NCDC); 

(VI) one representative of the Gujarat 
State Co-uperative Bank; and 

(VII) two co-opted members 

The tirst chaw man of the Gutcot board 
was V Kunen. He put iorwaid the idea 
that cotton co-opciativc, like milk co¬ 
operatives, should control all stages ot 
production till the final product is .sent to 
the consumer. In the context of cotton co¬ 
operatives lAis scheme was called 'field 
tofabric’ The federation wantedtoexperi- 
ment with (his idea. 

At that time, the federation wanted to 
set up a new textile mill. But the central 
government did not permit this, partly 
because the textile industry was fta^ing a 
serious cnsis A proposal to the effect that 
an existing sick mill be purchased instead 
was turneddown by Kurien with the noting 


that he wanted a modem mill. But the then 
managing dii color and the vice-chairman 
ol the board (let us call him S R Patel) 
.seems tohave formulated the entire scheme 
and gone ahead with it. But this mill had 
problems ol viability right from the 
beginning. The federation operated it for 
a few years before realising the futility ol 
this venture. The state government took 
It over in 1984 on the plea of protecting 
the jobs of (he employees.'^ At the time 
ot takeover the mill had an estimated loss 
of Rs 10 crore. 

The above misadventuro upset some 
board members, including those from 
MGCCU. They wanted that the managing 
director, whose (enure was coming to an 
end. to get no extension ITicsc members 
got their opportunity when one of then 
close .supporters, a representative of the 
Bharuch union, became the lederation 
chainnan in 1985-86 But the managing 
di n.'i tor went to court and allegedly started 
mobilising support amnng,st the board ol 
directors. The court gave Us judgment in 
1987, alter which the managing uirectoi 
had to leave. 

In 1987, at the time ot the election toi 
the po.st of chairman, (he Vadrxlara and 
Bharuch members reali.scd that S R Patel 
and his .supporters would not support them 
and they would lind it difficult to win. .So 
they outmanoeuvred two representatives 
of the Khcda union of who.se support thev 
wcie not sure. One ol the representatives 
was informed that since he was not a 
cotton larmcr he could not vole, 'fhe olhei 
(let us call him A A Patel) was infonned 
that he could not be a member of the 
federation board as a n-prcscntati vc ol the 
Kheda union because he belonged to 
Vadodara distnet 

Eventually the ieprc.sentativc of the 
Bhanich union became chairman; the 
VadtHlara and Bharuch unions got the 
support of Sabaikantha union for getting 
llicir nominee elected The then chairman 
ol the .Sabarkantha union wanted to cross 
overto theCongress from the JanataPaity 
Hiseicctoral support at thisjuncture helped 
him to do .so. 

After having been chairman between 
1985 and 1988. the representative of the 
Bhanich union was to step down so that 
the MGCCU chairman could become the 
next chairman of the federation hoard. But 
some state-level political leaders did mit 
.support the MGCCU chairman; and thus 
the chairman of the Surat union became 
the federation chairman in 1988. 

The federation leadeis have been able 
to pass resolutions to stave off politicians 
ol other di.stncts from entering (he board 
through distnet co-operative unions still 



aspiring to join the federation The 
Icderation wants to encourage and support 
the spread of cotton co-operatives into 
new temtones. At the same time, it wants 
to protect Its existmg institutions from 
domination by political leaders who have 
little knowledge of co-operative cotton 
marketing and whose aspirations may be 
only political in nature So the federation’s 
by-laws say a newly-constituted district 
union ot cotton co-operatives must have 
transacted at least lO.UOO bales of its 
member societies in the year previous to 
its application for ordinary membership. 
In this sense, new members are forced to 
prove their mettle 

The federation was tormed predomtn- 
antiy by unions which mat keted the extra- 
long staple variety of cotton (S-4, S-6). 
This variety letches the highest pace m 
the market. But from the time the cotton 
economy turned into a surplus, the one 
federation started marketing supenor 
medium vaiictie.s (Oigvijay V-797) grown 
in the territories of its members 

PoiiTO-soFMGt’CU 

Ibc politics of MCiCCU in the initial 
ye.iis was the politics of co-opeiative 
leadci s Intni Kaijan. a taluka headquarters 
in the district I'hesc leaders had played 
an important role incstublishing MGCXTU. 
From the beginning in 1973 till about 
1990, leaders from Kaijan were the 
chairmen. In 1990 a leader from outside 
the Karjan area became chairman bccau.se 
ol a politically significant event Thisevent 
also resulted in consensus in chix}.sing the 
chairman giving way to elcitions 

From 1983 to 19‘X), a person from Kaijan 
(let us call him $ D Paten had been the 
chairman Me was also the vice-chairman 
of (lujcot in 1989-90. He was succeeded 
as MCJCCl" chairman by A A Patel, who 
hailed from Samlaya, aiiothercotton centre 
inVadodaradistnct He had been a member 
of the MGCCTi hoard since 1988 Pnor 
to that, he was a member of the Khcda 
union. In 1992, .S D Patel was a member 
ol the di.strict panchayat, and a very 
important political leader (Congress) of 
the disinct. A A Patel was the owner of 
a private ginning and pres.sing factory. He 
was not a political leader Both these 
persons were veiybigiarmers having large 
land holdings. They had contrasting 
personalities and represented two ditferent 
interests. .S D Patel may be considered a 
farmei-politician while A A Patel repre¬ 
sents ihe intcrcst.s ot Iaiincr-busines.smcn. 

Political differences between the two of 
them seem to ha. c been sown much earlier 
- in events mentioned earlier So, the 
perception of what happened in 1990 


differs as between the respective camps 
of these two persons. We will give both 
versions and then analyse them. 

Version 1; In 1990 the Samlaya centre 
(comprising five marketing co-operatives 
and a co-operative dominated by A A 
Patel) had unsold bales of Digvijay cotton. 
They were offered for their cotton a pnee 
which as IS made out, was equivalent to 
the then prevailing market price in the 
country (Rs 6,200 pet candy). The leaders 
at the centre agreed to sell at this rate. The 
sale of about 2,600 bales was thus con¬ 
tracted tor Two day.s later an offer for 
exporting the same variety of cotton came 
from the federation. S D Patel, the then 
chairman ot MGCCU, decided to accept 
the more attractive export offer. He also 
took the decision that the diftereiicc 
between the export pnee and the pnee 
off ered to the co-operatives at the Samlaya 
centre would be kept with the union for 
Its activities. 

It was argued at that |uncture that since 
the co-operatives had accepted the earlier 
oiler ol Rs 6.200 per candy, the bales 
belonged to MGCCU and therefore the 
union could sell it at a higher price and 
keep the difference Technically, this 
seemed to be correct. Butthcco-uperatives 
of the Samlayacentre wanted the difference 
to bi* paid to them. 

Version 2- The chairman of MGCCU 
knew that an export offer for Digvijay 
cotton had come and he deliberately got 
a commitment Irom the ctvoperatives to 
a lower pnee than in the export offer. 
According to his version, the price con¬ 
veyed to the Samlaya co-operatives was 
also Rs 6,200 per candy, while the local 
maricet price was Rs 5,200 per candy and 
the commitment was to the same figure. 
It was conveyed to the primary societies 
that the exporter was a rum from Bombay. 
Only subsequently was it revealed that the 
exporter was the federation and that cotton 
was sold at Rs 8,200 per candy, 'fhe price 
ditfercnce, according to this version, was 
about Rs 16 lakh. This money was to be 
kept with MGCCU. At that point of time, 
A A Patel enquired whether the board of 
directors had pa.ssed a resolution to this 
effect, ai,J he was informed that it had not. 

The above analysis shows that there was 
a dispute regarding the extra earnings 
oiitained through export: should it go to 
the union or to the primaiy village co¬ 
operatives'' As MGCthj belonged to these 
co-operatives and thus to the farmers, it 
was argued, strengthening MGCCU 
amounted to strengthening the farmers 
There was merit in this argument. But 
further probing revealed that retaining such 
a huge amount emerging out of a price 


diflirtence was not the customary practice 
amongst the co-operatives in the stale. 
One can conclude that an attempt was 
made to hurt A A Patel and the Samlaya 
centre politically. 

In 1990-91, the Samlayacoitre had more 
cotton bales pressed than other pressing 
centres of the districL The co-operatives 
at the centre had 61 per cent of the bales 
pressed by the members of MGCCU. If 
the leaders had not got the price differraice, 
they would have bwn shown in poor li^t 
and their future put at stake. So this issue 
got the MGCCU board divided into two 
factions, one supporting S D Patel and the 
other comprising representauves of the 
Samlaya centre. 

An opportunity to test the factions’ 
strength arose when members had to elect 
rcpFc,sentativcs to the federation hoard. 
Two panels were fielded - one by S D 
Patel and one by the leaders of the Si^aya 
centre. It appears in hindsight that political 
mobilisation had taken place pnor to the 
meeting The panel fielded by S D Patel 
lost. Thereafter, S D Patel resigned from 
the post of chairman Theviclonousfacuim 
chose A A Patel ot Samlaya centre as the 
chairman. 

The following yeai (1991), an election 
to the post of chairman took place. I'his 
was unprccendented till the then chairman 
had bt^n chosen by consensus All the 
members of the MGCCU board cast dieir 
voles - including the distnct registrar of 
co-operati ves, who usually does not attend 
the meetings of the board It is alleged that 
the losing faction brought political pressure 
to bear on the registrar through the state 
government to vote for their candidate. 
A A Patel won - by a one-vote maigin. 

The victor had the active support of 
another important leader from Samlaya 
(let us call him JI Patel) who was the dc 
facto Icaderof agroupof six co-operatives 

- five marketing co-operatives and a 
ginning and pressing co-operative. These 
two sections forgot their local n valiy and 
joined hands at this juncture. Money seems 
to have been spent on sight-seeing trips 
for the undeci^d voters. 

J I Patel and the others from Samlaya 
who supported A A Patel later received 
a grant from MGCCTJ. A resolution was 
adopted at a MGCCU board meeting to 
the effect that Rs 10,000 be granted to a 
ginning and pressing co-operative on the 
occasion of its golden jubilee celebrations 

- stated to take place later in that year. The 
board decidedtogive thisgranteven though 
the co-operative was a member of the 
Bhanich union and not of MGCCU. This 
co-operative, which had five morkebng 
co-openUi ves as its shareholders: confined 
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iudf to ginning and pressing. Howevw, 
the five marireting co-operatives were 
members of MGCCU 
tt is worth noting that the Samlaya centre 
has emerged as an impiHtant cotton centre 
as of the late eighties. Although cotton 
productitni asa whole declined in Vadodara 
district, affecting cotton pressing as a result 
of a pest called white fly affecting the 
crop, the Samlaya coitre had high figures 
for bales press^. This was because co¬ 
operatives in the centre had been acquiring 
cotton from places outside theirjuiis^ction 
- including Sinor. Kai jan and Dabhoi in 
Gujarat, not to mention other states like 
Madhya Pradesh and Maharashtra. 
Informed sources said at least half the 
cotton acquired by the Samlaya centre in 
that period was non-members’ cotton - 
usually brought in by traders. 

Well-wishers ol the co operatives 
deplore the increasing incidence of such 
phenomena, lliey say that through these 
means traikrs develop a clout over co¬ 
operatives. Further, such practices harm 
other co-opcrati ves hec ause the marketing 
by MGCCU and the icderation oi cotton 
thus obtained, which may be of dubious 
quality, would have the icputation ol the 
co-operatives in general 
On the other hand, the acquisition of 
cotton from non-memhers is u.sually lusti- 
fied on the ground that huge expenditure 
IS impending For instance, office-bearers 
of one .society at Samlaya said a few years 
ago that they needed funds lor celebrating 
the .society's stiver jubilee - dunng a poor 
crop year - and .so a higher turnover and 
higherpnifits wcrcnece.s.saiy Interestingly, 
the same society was later swindled of its 
funds: the ca-shier collaborated with a few 
traders, who as nominal members had 
brought cotton to deliaud the society. 

We notice tram the above description 
that a decision at one level affects a higher 
level iMganisation - which, legally and 
formally, is a separate entity. Further, co¬ 
operative leaders seem to he incrca.singly 
concentrating on shoit-term gains. Co¬ 
operatives have deputed paid employees 
to represent them on the MGCCU board, 
and the union has condoned it. An 
employee of one of the marketing co¬ 
operatives at Uie Samlaya centre was on 
the board for four years till someone else 
replaced him. While on the board he used 
to influence the madcetingdccisionsof the 
four marketing co-operatives which were 
located near his own society, even though 
each one of them had itsown representative 
on the MGCCU board. It is cliumed that 
this employee was adept at reading cotton 
market trends and taking appropriate 
decisions on when to sell. However, most 


societies have refrained from violating the 
co-operative act by sending paid employees 
to the board. 

Yet another important feature in the 
politics of cotton co-operatives is that 
political jockeying and political one- 
upmanship takes place buween leaders 
over the rcdistnbutton of money. At the 
MGCCU level, we have already discussed 
a dispute over whether the exua income 
obtained through export should go to the 
union to the pnmaiy societies concerned. 

At the village society level disputes often 
occuroverhow much should bedistributed 
to the larmers The issue of the timing of 
sales docs not blow up imo a major dispute. 
The reason seems to be that a decision to 
sell or not to sell at a particular tunc is 
usually taken by a committee set up by a 
co-opurative’s board of directors. This 
committee acts as a check against 
underhand dealings and helps avoid wrong 
decKSions. 

Let us now examine a dispute at the 
primary co-operaiivc level. The society 
concerned is called K P Society in this 
paper. Its chairman was aperson, who may 
be called IJ Patel while in the past G B 
Patel, an important leader, wa.s the 
chairman G B Patel was once a member 
of the Vadodara district panchayat. In the 
paiit. the board ol this co-operative was 
.split between the supporters of G B Patel 
and those ol his arch critic, 1J Patel. 1 J 
Patel says that he used to be critical of 
G B Patel on issucsreiatingtodistnbution 
of thcco-opcrativc's earnings Forin.stancc, 
he would insist on a lower pereentage of 
the caming.s being set apart lor reserve 
funds, or a.sk tor interest to be paid at a 
higher rale on fixed deposits accepted by 
the co-operative from mcmbeni and others. 

After G B Patel went to the U.S, IJ Patel 
became the chairman. He then felt he was 
wrung to criticise G B Patel regarding (he 
higher share (liat was being earmarked for 
reserve funds He mentions two occasions 
when the co-opci alive had todousc reserve 
funds First, alteraprivatetradcrhadfailcd 
to pay fur business contracted, the society 
dipped into us reserve funds to pay its 
members. The second instance occurred, 
according to I J Patel, when an amount 
cquivaleni to Rs 18 lakh (whidi in 1991-92 
with interest woiked out at Rs 28 lakh) 
which was owed to the society for ‘tour’ 
(pigeon peas) transactions was not paid. 
On this occa.'uon also the society dipped 
into its reserve funds 

Besides (he above issues on which 
disputes took place: there was the usual 
political activity on (he part of individuals 
to get into the board of directors or to 
prevent someone from getting into it. In 


this area, by-laws were amended by those 
in power to either favour or disfavour 
someone, as the case may be. 

In K P Society in Katjan, past by-laws 
allowed 12 individual tepresentalives for 
each of the 12 villages in which the 
members resided. There were also repre- 
.sentatives of each of the 12 village-level 
member societies which marketed cotton. 
As long as G B Patel was chairman, he 
would get his supporters inducted in tlic 
board either Ummgh societies or as indi¬ 
vidual representau ves Inthiswaybeciuiic ■■ 
chairman year after year, as the chairman ^ 
was elected by the board members. ^ 

The tussle between IJ Patel and G B 
Patel casted between 1982 and 1989 
Dunng that peiiod, there were elections 
in every village in which the membeis 
resided. G B Patel prevented IJ Patel ffom • 
getting into (he board on at least one 
occasion. By 1988-89 G B Palel had come 
to icel (hat a compromise should replace 
this tu.ssle. The compromise arrived at 
eventually was: (1 )The vice-chairmanship 
of K P Society would go by turn to each 
ol the 12 villages (to which the mernkTS 
belong),,f2) there would be only three 
individual reprcscnialives, selected by a 
draw of lots from the individual repre¬ 
sentatives of the 12 villages. Each year 
ihtec individual representatives would 
retire and anothci three would get elected 
in Iheir place. I J Patel feels that K P 
Society has been functioning more 
coherently as a team becau.se of this 
compromise. 

The second instance of keeping people 
out of a board of directors has been 
encountered earliei by amending the by 
taw.s the Icderation has been able to keep 
out powerful political leaders of newly- 
formed district unions ot marketing 
co-operatives with low cotton tumovn, 
The federation insists on a turrovei oi 
at least 10,000 bales. In this way (he 
federation has been protected from the 
danger of takeover by politicians with a 
low commitment to co-operalivc cotton 
marketing 

VI 

Slructural Features of the Process 

It is now possible to highlight sonic 
broad feature.s of the design and operation 
of political proccs.scs in cotton co¬ 
operatives of Gujarat, particularly central 
Gujarat 

I'he first feature noticed is that generally 
politics and political differences do not 
result in the clo.sure of MGCCU, or tor 
that matter a pnmaiy society. Rivalnes 
between individuals and (actions, though 
bitter, have not led to attempts to place 



obstacles in the functioning of co¬ 
operatives. The leaders seem to be capable 
oi subordinating their livaines to the goal 
of selling cotton bales and making money. 
Perhaps this is because of the pattern of 
caste domination The second feature 
noticed IS that MGCCLI is dominated by 
patidars - like the primary .societies in 
other districts, the other di.strict unions 
and the fediTution. The political tussles in 
the<b co-opcrativcs are usually between 
patidars At the distnci level, nth larmers 
dominate So the political tussle was 
between tactions of iich patidars. 

The patidars have been known for their 
business ethos and caste .solidarity They 
do not let political diflcrcnces hamper 
their goal ot augmenting their wealth Co¬ 
operatives arc runon business lines During 
die course of an earlier study [Rajaram 
1995) this author found (hat ginning and 
pressing cu-operalivcs. much like pnvatc 
ginning and pressing lactones, the paid 
semi-skilled and unskilled labour 
employed during the season wages that 
were much below what was stipulated 
The third loaliiie noticed is that political 
rivaliv centies on the distiibiition of 
income Factional loaders aiicmpt to secure 
as high a return as the} can for the farmer, 
and they try lo make out that their arguments 
and suggestions for action are in (he bc.st 
interests o» the tairacr 
It IS also noticed that the politics ol co¬ 
operative bodies whuh are legally and 
oiganisalidiully scpaiate arc intertwined 
Further, nsalnes among liKal-Icvcl co¬ 
operatives an.'lorgotlen when the common 
intciest is allectcd - iis happened at ihc 
Samlaya centre in I9‘K) 

At the dcslnct and state levels, the 
political pnicess is closely linked to and 
influenced by the government in power 
The government plays a key role at the 
time ot elections to iederatinn Aspirants 
lor the oltice chairmanship, vicc- 
chairmanship tiy to get government 
backing through tiu-ir contacts with 
ministers, MLAs. etc The Icdcration has 
govemmeni nominees on its board, and 
a commodiiy co operative federation has 
perforce to have clo.s(> relations with the 
govcmiiicnl. The govei nment's picfcrcnee 
for one candidate for a tedcration post vi.s- 
a-vis another plays an important role in 
determining who the next iKcupant will 
be. Indeed, some ot the members try to 
find out which candidate has the 
government's hacking before making up 
their mind at election time. 

At the distnet level (he inllucncc ot the 
.stateisoot sodifvet but the district iegi.strai 
ot co-opcrativcs has n-prcscntation on ihc 
board of a union. Further, the leaders ot 


the unions are i mportant persons who have 
to work inclose collaboration with distnct- 
level political leaders and with the state 
ruling party. As a winild-bc ditec^r of the 
federation has to be a director of a distnet- 
tevel union of marketing co-operatives, it 
IS not surprising that the union chairman 
is usually a .supporter of the ruling party. 

Yet another conclusion to be drawn from 
the foregoing analy.sis is that political 
mobilisation IS issuc-onented. This is easily 
facilitated perhaps because leadership is 
dominated by one caste. 

Lastly, (he nature of co-operatives, 
leadership in the state is undergoing a 
change Co-operative ciders state that in 
the past the farmer leadersof co-operatives 
avoided extravagance andostentation. The 
co-operative office were oustere-looking 
and sparsely iumished. But the leaders of 
the nineties arc different from those of the 
past They do not avoid ostentation. Some 
ot them are tiamboyant. Not all of them 
are larmcis pure and simple. Some of the 
Icadcis of village-level co-operatives are 
businessmen (lot instance, civil con- 
tractois) who also farm and who stay in 
cities Tlic present-day leaders arc educa¬ 
ted, .sonic arc graduates. So in the nineties 


we find patidar fanners who are business¬ 
men in one sphere and co-operative leaders 
in another and who are politically active 
and weighty. These persons have been 
termed as iamter-businessmen in this 
paper. 

Some well-wishers of the co-operatives 
increasingly express a|^rehension about 
the role played by such leaders They note 
that co-operative leaders who.se only source 
of income is fanning l.ind who have been 
termed larmcr-politicians) are not playing 
asdecisive arolc in the co-opt rativcbiidies 
as before. 

Perceptions about these leaders differ 
One side would view them as businessmen 
who have been making increasing inroads 
into cotton co-operatives and using them 
for promoting their own interests. The.sc 
leaders have no hesitation in accepting 
from businessmen cotton of dubious 
quality despite the potential adven>e effects 
on marketing by co-opcraiives and the 
reputation of these institutions 

llic other view is (hat such wealthy 
people can provide the co-opcrativcs with 
proper leadership According to this view 
farmers who have their own businesses 
will not misappropriate the funds of the 
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co-operatives. They work in co-operatives 
for 'service'. In other words, they seek to 
attain their political ambitions by holding 
co-operative office. 

vn 

Conclusion 

We may conclude that .so far as de.sign 
is concerned the several cotton co¬ 
operatives are separate entities, but at the 
operational level of the political process 
they are intertwined and interlinked. 
Political process is not limited by such 
legal barriers. Furtiicr, we notice that co¬ 
operative politics IS the pohticsof patidars, 
who dominate cotton co-nperattves in 
central Gujarat and in the state as a whole 
patidai politics is nowadays is business¬ 
men's politics, politics being subordinate 
to money-making. Co-opcrati ves serve the 
two a.spirations of a good' patidar - to 
make money and to get ircdit ior doing 
welfare activity |Weinei I%7.76J. 

Lastly, the co-operative leaderstup and 
with it the nature ol politics is undergoing 
achangc ITicdecisive voice isincreasingly 
that of the turmer-businessman rather than 
■he farmer-politician 

Notes 

11 thank the Insiitute ol Rijral Management 
I IRMA) Anand lor funding the Kscarch tor this 
study Thanks an: also due Iniin me to Vikash 
Handey, lor his comments on an earlici draft, and 
to Kishoibbat Shah. Aniibhai, Sudhakaibhai. 
Jayantibhai. Naiiiiadashankar, Jagdishbhai, 
Slkirad Raval. K.tgini .Sh4h. Sugandha Khopkai, 
Prabhat and Shyama lor .ill (heir help j 

1 This IS a ICS ised version ol a |Mpei picsented 
at an iniuinalional syiiiposiuni on Rural Co- 
operatise Management, held at IRMA in 
l)ea‘inbci IV92 

2 Indian Cintan Anninil, No f>7. I98S-86, 
pp I.TS-S‘J. Indian Cotton Annual No 71, 

pp 1.S0-O4 

t .Some !a;holars say Hybiid-4 was introduced 
tn 1968 [Pavaiikar 198.S 14 Rao I98S I.S| 
Bui this year is consiJered not valid by the 
manager of MOCCU K R Shah (personal 
interview) 

4 A candy is 3.S0 kilograms and 620 grains, 
roughly 2 bales ate uquivah nt to one candy 
$ The govemmeni of imiia sei up CCI on July 
31.1970, Us role has been changing lium lime 
toume Ilsjub was to undertake pnee support 
operations CCI was to undertake commeFem! 
purchases for ineetine the requirements of 
NTC. STC, and Khadi and Villoge Industries 
Commission and to undertake export/import 
of cotton with a view to checking sharp 
fluctuations in cotton piice.s 

6 The fust cotton co- 0 |ierative tn India was 
established in Oharwad in 1917 (CiHiperaiive 
Marketing of Cotton, p .36) 

7 Informahim given by the managing director 
of Gujcni in a pers.>nal interview Others 
dispute this claim ami say it is closer to 23 
per cent 


8 These figures are from the document Role of 
Federation in the Butinett of Cotton 
However, on earlier document mentions 300 
pnmary cotton co-opera&ves, I44co-openinvc 
cotton ginning and pressing societies {Onion 
Co-iiprratives of (iujatat. Initrumenh of 
Service and kronimii Cam) 

9 The term usetl in Gujarati is 'vyavasiopak 
samiti', which has been translated as 'board 
of dueclors' as farmers use the term board to 
refer to ‘vyavasiapak samili’ Similwly. the 
term ‘pramukh’ has been rendered here as 
‘chairman' 

10 Co-operaiives which pressed between 1,001 
and 2,300 bales could send one reprcsentoiive 
to the board, 2,301 to 3,000 bales inenis two 
representatives. .3,001 to I0,(X}0 bales three, 
and 10,000 or more bales four 

11 Names u( important persunalines have not 
been ihangeii. however other names used lue 
pseudonyms 

12 Rased on iiiicrviews of K R Shah and N M 
Sharma and the contents ol Annual reports 
Id Gu|i 0 l foi 1984 83 and 1983-86 

13 For 1989-90, MCiCCU had sold 28 3 percent 
of the total production of bales in the district 
But the shore of the co-operative sector in the 
dtsinct IS .36 4 per cunt of the total number 
of pressed bales 11,97,073) The higher figure 
(36 4 per cent) IS attributable to the federation 
also piocuring cotton from fanners at tour 
centres tn Votiiuiara dcslncl (Annual Repoit 
of MOCCU, 1989-90) 

11 Figures given by K R .Shah in an interview 

13 NTC. .STC mills, till the end of Apnl 1992. 
had to lift 38,876 bales from the federation 

16 The federation actually ottered to sell boles 
at Rs l.tXX) pet candy lower than the landed 
cost of iinpoi ted cotton to lhc.se imils (Source 
letter of managing director ol Guicoi to nunisic'r 
of textiles) 

17 The fedoraiion had been trying to get die slate 
government m take over the mill Rut the 
nature of the lakcoser was protested against 
by ilie Icder.ilion l intormation Iroin managing 
ditcetoi ot Guiciit) 

i 8 A A Patel pielcned the Khcda union as it was 
a union with a small turnover of cotton His 
siKicty coniiibutcd m’arfy hall the Kdal hales 
sold by the anioii .nml so he could influence 
that union more than any other His society 
had been a member of the Kheda union tioiii 
1983 to 1987 Prior to that, his socrety was 
niaikeling ctdion through private traders 
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DISCUSSION 


Explaining Gold Imports: A Comment 


given the persistent slump in the stcx:k 
market which itself is the result of a long 


G Omkaniath 


cumulative process. 

In fact, the satisfaction with the two last- 


VAIDYANATHAN {EPW. February 
20-26) estimates a sophisticated 
demand functuiii tor gold in India. .Since 
domestic output of the metal is negligible, 
leaving consumption identical with 
imports, the demand function takes the 
form uf an import function. Among other 
things, the exercise is informed by the 
policy imperative that gold imports 
suddenly picsent as an item second only 
to oil in tlie import bill The model as 
spccilicd IS based on the picmi.se that 
demand for gold arises pnmanly as investor 
demand In other words, the preponderant 
source of demand is those households 
which look upon and use gold as a financial 
asset and hedging instrument. Other 
motives, such as jewellery, arc recongnised 
hut do not figure in the core of analysis 
'I'hc purpose of this note is to show that 
the results of estimation, properly 
interpreted, subvert the model and its basic 
picinise 

1 

Statistical Analysis 

The three key arguments of the import 
function rule out any motive for holding 
gold other than the purely financial one 
of speculation and hedging. The first of 
these, the ratio of gold puce to the implicit 
(JDFdeflator(GPRICI*7CiDPDF),caplurcs 
the role of gold as an inflation hedge The 
second aigument is the ratio ol gold ptice 
to the pnee of ordinary shares (GPRICK/ 
lOSP) which places gold onto a portfolio 
of assets available to households. The 
third one captures the arbitrage gains 
associated with gold imports and is a 
measure of the dit lereni lal between foreign 
and domestic prices ol the metal (labelled 
MARG) Two olhei atgumenis in the 
original function - the level ol real activity 
(GDPR) and the rate ot financial saving 
of the household sector (HHFS/GDPN» - 


to obtain in reality. A high degree of 
iinancialisatiun ol .savings and a whole 
range of well-developed and integrated 
financial markets arc required for the key 
arguments ot the function to .stand up to 
an a pnon status. While a large proportion 
ot households, save the very poor, are 
consumers of at least some amount of 
gold, they an: typically outside the net of 
organised credit and insurance markets. 
HaM the savings of the household sector 
still take a 'physical* form The equity 
cult IS yet confined to a small fraction of 
the hou.seholds. The fact that interest rates 
were administered tor much uf the period 
understudy contoundscomparison of rates 
ot return across financial assets even lor 
those operating in the organised markets 
And for the arbitrage argument to go 
through completely one needs, at the 
minimum, capital account convertibility, 
unless, of course, one is talking only ol 
smuggling and the black cainomy Tlic 
results ol estimation hear out the ambitious 
character of the model. 

The author finds that in the two decades 
preceding the retorms, there is no clear 
iclalion between gold imports and real 
GDP; that the hedging argument fails (as 
GPRICE/GDPDF turns out to be a poor 
predictor of imports); and, what is more, 
that financialisation of hou.schold .savings 
IS actually negatively related to imports. 
Although the coefficient of MARG, the 
differential between foreign anddome.stic 
pi iccs of gold, IS significantly positive the 
author finds little asc for il in the context 
ot new trade and forex regimes. That 
leaves us GPRICE/IOSP (the ratio of gold 
puce to share pnccs), the one factor that 
‘.seems likely to emerge as the crucial 
determinant' (p476). This, however, seems 
to be a , orticularly poor guide to policy, 

TaRI F. EsTIMAfFD Muliiple Rforlsskins 


mentioned vanables, even on grounds of 
statistical significance, may not be 
warranted Using Vaidyanathan’s data set 
given out in his Table 3 (p 473) we have 
run three multiple regression equations of 
the linear form for the period 1970-96 and 
the results are given (table) The first 
equation includes all the five vanables 
specified in his import function (p 47S) 
The second equation has only lour vanables 
conespoiidingto the equation in hisTable 4 
(p474). On finding that the latterestiniation 
u.scsa wmngnieasurcol lOSP, thcabsolulc 
value of the share price index, rathci than 
the ratio of gold pnee to share pnee which 
It ought to be, we ran the same regression 
again after correcting lor the mea.sure of 
lOSP The results, given as the third 
equation in the table reveal the ccx.Triciciit 
ol GPRICE/IOSP to be now significantly 
negative, and the t-valuc of the coetlicicnt 
of MARG to be sharply reduced It would 
appear that much of the buiden of 
explaining the vanation in gold imports 
falls on the unlikely candidate of GDP 
And il one took into account the multi- 
collincanty problem due to the inclusion 
of both GDPR and HHPS/GDPN, the 
import function secm.s to ti//lc out 
completely upon estimation 

II 

Theoretical Analysis 

Yet the issue is not pnmanly one of 
regressions The very quctition the author 
sets up for the exercise comes to naught 
when, tor example, It is declared that “from 
the country's viewpoint, gold holdings, 
whether as bars or ornaments, are no 
different from foreign exchange holdings” 
only to quickly invoke a partial modi¬ 
fication of that position. The haste premise 
of the import function, nan^ly. that gold 
is held primanly as a financial asset and 

Exn AIN Levu. Ol Gold Imports in India 


are included for their systemic importance, 
although the two variables would be 
expected to be correlated The latter 
captures the 'supply' of savings that t an 
be potentially used to buy gold. The 
expected .sign ot the coefficient in each 
c-a.se is positive 

It IS ea.sily seen that the model 
specification subsumes rather stringent 
institutional conditions that are difficult 


Rquutions 

Consiant 

GDPR 

HHFS/ 

GDPN 

GPRICE/ 

GDPDF 

GPRICE/ 

iOSP 

MARC 

AjdR2 

i 

-9 7616 

1- 162) 

2114 
(3 78) 

-6.8544 

(-68) 

-8520 

(-70) 

-I 4445 
(-1 67) 

39 15.55 
189) 

85 

2 

35 18X3 
(82) 

0348 

(76) 

18.3376 
(-2 26) 


3160 

(697) 

151 .5910 
(3 79) 

88 

3 

15 7830 
(.33) 

1841 
(4 67) 

-9.2900 

(-99) 


-1 9954 
(-5 81) 

33.4356 

(.78) 

85 


Note Figures in brackets are t-values of coefncients. 



hedging instrument, never gets the 
empincal support it deserves. If, as the 
author believes, a ‘large part[ofgoldl...is 
held as hoards of bars' (p 472) one should 
be hard pul loexplain the kind of estimates 
of gold annually recyc led from scrap that 
he does pick up (Table 2, p 472). By the 
same token, he should have no objection 
to consider the estimates of consumption 
pattern that seem to find favour with the 
Re.serve Bank of India. According to RBI 
investor demand for gold - the kind of 
demand to which Vaidyanathan's model 
and interpretation arc ficgged - accounts 
for a mere IS per cent ot total annual 
demand. About 80 pei cent ol ttital demand 
i.s, m fact, due to jewellery fabrication, 
with the remainder, barely S per cent, 
onginating from indu.«itnal u.sers (Reserve 
Bank of India Bulletin. February 1997, 
p 140). It gold IS widely held as a financial 
product, which presupposes a well* 
developed maiket tor Hading it as such, 
and if, correspondingly, consumption in 
the toiinot ornaments is limited, it is hard 
to explain the policy concerns about 
mobihsing gold for ‘pioductivc’ uses (e g, 
schemes of gold bonds) and foi external 
adjustment (sec AtuI Sarma et al, 'Gold 
Mobilisation as an Instrument of External 
Adiastment'. RBI, Development Research 
Group. Apiil 1992) 

The macio-economic issue with large 
and rising gold inflows, apart from the 
pressum they keep on foreign exchange 
reserves, is not the iiintK’uous-sounding 
one that the metal ‘docs not add much’ 
to production and capacity. It is that 
su.stained acquisition of large quantities 
of gold for jewellery represents, rupee to 
rupee, a permanent withdrawal from the 
circuit ot pnxiuction-income-demand, a 
procc.ss Keynes described as ‘barren 
accumulation' (J M Keynes. Indian 
Currency and Finance, 1971, Macmillan, 
London, p 5.3). Whether the national 
income statistician classifies this as 
national consumption or saving is largely 
a matter of taste (Government of India, 
Report of the Expert Croup on Saving and 
Capital Farmation, December 1996, p 36), 
The widespread use of jewellery as 
collateral material or, what is less common, 
itsoutright sale as the last option for retinng 
a debt, do not alter the .situation and reflect 
only the underdevelopment of credit 
ma^ets. The author’s suggestion about 
gold representing "command over 
resources both at home and abroad which 
can, in pnnciple, be invoked whenever 
necessary” is, therefore, beside the point. 
The more so as no allowance is ma^ for 
the distinction between monetary and non* 


mimetary gold, orlorthe absence of capital 
account convertibility. If one is 
commenting on the black economy perse 
and that too when, as now, “exchange rate 
and gold imports are allowed to be 
determined by the market” the context 
should be made explicit. 

The first step towards evaluating policy 
options for regulating gold imports is, of 
course, to give up the imagery of gold 
being a generalist financial instrument, 
along with all mechanical regressions that 
go with that imagery. One must come 
round to the fact that the country’s love 
of gold IS firmly rooted in its socio-cultural 
value system Only a systematic and 
widespread campaign for reordering 
consumption patterns of the rural and urban 
rich and extending the net of modem credit 
markets to the vast unorganised segment 
of the economy could make any significant 
dent on the pioblem But that is in the 
long run To the extent that incremental 
(legal as well as illegal) inflows of gold 
arc engineered by a growing class of 
speculators, the scope for markct-ba.scd 
’carrots and sticks' is extremely limited 
Neither inflation nor share prices could be 
ordered about )ust to dissuade these 
speculators fmm holding mote gold with 
them Again, there is no escape from 
institutional specificities. Policy needs to 
look for ways to close opportunities for 


speculative activities and to restrict the 
si/e of the black economy in general. In 
the immediate instance of sagging exports, 
then, there is perhaps little option but to 
restrict imports of gold cither through a 
hike in tariff or a quantitative restriction 
nr a combination ol both It is noteworthy 
that liberalisation of gold impivts is not 
accompanied by a coherent gold policy 
lor regulating imports or tor developing 
a sound domestic market tor the metal 
with multiple players 
Vaidyanathan begins his exercise with 
the objective of explaining final household 
demand tor gold, but goes on to .set up 
a model that effectively considers only 
asset demand The problem with asset 
demand is not just that it is a small 
proportion of total household demand; ji 
isoltcn indistinguishable fmm the motives 
and behaviour of market operators in a 
complex envimnment. The fact that lhe.se 
operators, a motley group ot smugglcis, 
speculators, moncylaundcrers and 
mei chants, pose a major challenge for 
policy should not prevent one from 
appreciating that their actis'itics thiive 
ultimately on the .society’s hungcrforgold 
for ‘mm-asset’ reasons. It is this ultimate 
demand for gold that eludes Vaidya- 
nathan's import function which, as we 
have seen, breaks down completely upon 
estimation 
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BALANCE SHEET AS ON 31ST MARCH, 1999 


(Ks in ihousands) 




As on 

As on 



3i March, 

11 March. 

SCHEDULE 

1999 

1998 

CAPITAL AND LIABILITIES 




Capital 

1 

2,000 

2,000 

Reserves and suiplus 

2 

260,947 

239,544 

Deposits 

3 

4d»4,0S6 

4,116.346 

Borrowuip 

4 

1,055,000 

100,000 

Other Iiabihties and provisions 

5 

557,240 

394,362 

TOTAL 


6,729J43 

4,8.52.252 

ASSETS 

Cash and balances with 

Reserve Bank of India 

Balances with Banks and money 

6 

178,746 

198,974 

at call and short notice 

7 

1,637,568 

1,099,953 

Investments 

8 

2,180,531 

1,113,283 

Advances 

9 

2,276,095 

2,162,456 

Fisxd Assets 

10 

25.945 

28.366 

Other Assets 

II 

430458 

249.220 

TOTAL 


6,729443 

4.852.252 

Contingent Liabilities 

12 

2,969,955 

4,12.5,1.54 

Bills for collection 


110484 

109,482 

Accounting policies and 

Notes on accounts 

17 




The Schedules lefened to above form an integral part of the 
Balance Sheet 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 ST MARCH. 1999 


(Rs in thousands) 


SCHEDULE 

Year ended 
31 March, 
1999 

Year ended 

31 March, 
1998 

I. INCOME 




Interest earned 

11 

578454 

472.686 

Other income 

14 

98,748 

84,678 

TOTAL 


677,002 

557..364 • 

11. EXPENDITURE 




Interest expended 

15 

448,627 

364.304 

Operating expenses 

16 

65,024 

68,252 

Provisions and contingencies 


141.948 

104,289 

TOTAL 


655,599 

536,845 

ni. ntOFlTALOSS) 




Net profit for the year 


21403 

20.519 

Profit brought forward 


63,102 

46.688 

TOTAL 


84,505 

67,207 

IV. APPROPRIATIONS 




Transfer to statutoiy reserws 


4481 

4,105 

Amount remitted to Head Office 


0 

0 

Transfer to other reserves 


0 

0 

Balance earned over to 




Balance Sheet 


80,224 

63.102 

TOTAL 


84.505 

67,207 


The Schedules referred to above form an integral part of the 
Profit and Loss Account 



Mumbai. June 30, 1999 


Mumbai: June 30,1999 
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SCHEDULES FORMING PART OF THE BALANCE SHEET 


(R« in thousands) 


(Rs in thousands) 



SCHEDULE 1 - CAPITAL 

(A) Capital 

Amount brought into India 
by way of stait-up Capital 

TOTAL 

(B) Amount of Deposit kept as 
securities (Face Value) with 
the Reserve Bank of India 
u/s 11 (2) of the Banking 
Regulation Act, 1949 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

I Statutory Reserves 

(Reserve under Sec IU2)(b)(ii) 
of Bankmg Regulation Act. 1949) 
i) Opening Balance 
It) Additions during the year 


11 Capital Reserves 

i) Opening Balance 

ii) Additions dunng the year 


in Revenue and Other Reserves 
{See note 111] 

I) Opening Balance 
ii) Adaitkmi dunng the year 


IV. Balance m Profit and Loss 
Account 

TOTAL 

SCHEDULE 3 - DEPOSITS 
A) L Demand Deposits 
'i) Rom banks 
ii) Romothen 


D Savings Bank Deposits 
III. Term Depoiits 
i) Rom banks 
li) Rom orheis 


TOTAL 

B) L Depusitt of bnuiches m India 


As on * 

31 March, 
1999 

As on 
.31 March. 
1998 

2,000 

2.000 

2,000 

2.000 


69,600 SO. 100 


130,014 

NIL 


130,014 130,014 

80424 63.102 


260,947 239.544 


334n 31.008 

612478 718.267 


645466 

276475 


6384M NJ, 
3492415 J.101,674 


3431415 3.101,674 


4454456 4.116.346 


4454,056 I 4,116.346 



SCHEDULE 4 - BORROWINGS 

I Borrowings in India 

i) Reserve Bank of India 

ii) Other banks on call 

111 ) Other institutions and agencies 

II Borrowings from outside India 


Aaon 
31 March, 
1999 


NIL 

850.000 

205,000 

NIL 


As on 
31 March. 
1998 



SCHEDULE 7 - BALANCES WITH 
BANKS & MONEY AT CALL 
& SHORT NOTICE 

I In India 

0 Balances with banks 

a) In Currem Accounts 

b) in Other Deposit Accounts 
li) Money at call ai^ short notice 

a) With banks 

b) With other institutions 

TOTAL 

II Ootside India 

0 In Cuicent Accounts 

ii) In Other Deposit Accounts 

III) Money at call and short nonce 

TOTAL 

GRAND TOTAL (I -I II) 



TOTAL 

1,055,000 

100.000 

III Secured borrowings included in 

I and II above 

NIL 

NIL 

SCHEDULE 5 - OTHER LIABILITlb 
AND PROVISIONS 

I Bills payable 

13,441 

8,1.59 

II Inter-office adjustments (net) 

9,083 

23,531 

III Interest accrued 

J61454 

281.731 

iV Others (including provisions) 

172462 

80,941 

TOTAL 

557440 

394,362 

SCHEDULE 6 > CASH AND 
BALANCES WITH RESERVE 

BANK or INDIA 

I Cash in hand 

(includug foreign currency notes) 

3493 

3.635 

11 Balances with Reserve Bank ol India 
i) In Current Account 

174,853 

195,339 

It) In Other Accounts 

NIL 

NIL 

TOTAL 

178,746 

198.974 



20.360 

100,000 


120,360 


181,426 3I..593 

1460400 948,000 

NIL NIL 


1441,426 979.593 


1437468 1.099.953 
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SCHEDULES FORMING PART OF THE BALANCE SHEET 


(Rs in thousands) 



SCHEDULE S - INVESTMENTS 

I Investinenu tn India (Book Value) 
Leu: Provinon for Depreciation 

Net inveatmentt in India 
Bieak-up> 

i) Govenunent securities 

II) Other approved securities 

iu) Shares 

iv) Debcatuies and Bonds 

v) Other Investmenta (UTI 1964 
Scheme) 

TOTAL 

SCHEDULE 9 - ADVANCES 

A) i) Bills purchased and discounted 

ii) Cash ctedits, overdrafts and 
loans repayable on demand 

III) Term loans 

TOTAL 

B) i) Secured by taagible assets 

ii) Covered by Bank/Governraent 
Guarantees 
III) Unsecured 

TOTAL 

C) I Advances in India 
i) Pnonty Sectors 

II) Public Sector 

III ) Banks 
iv) Others 

TOTAL 

II Advances outside India 
TOTAL 


SCHEDULE 10 - nXED ASSESS 
I Premises 

I) At COM as on 3lM March of the 
preceding year 

li) Additions dnnng the year 
III) Deductions during the year 
iv) Depreciation to date 

TOTAL 


As on 

31 March. 
1999 

As on 

31 March. 
1998 

2,194,659 

14,128 

1,127,058 

13,775 

2,180,531 

MI3.2S3 

1 

U77321 

65,945 


240,000 

574353 

3,000 

59,056 

23,112 

23,112 

2,180331 

1,113,283 

1310378 

556,549 

1,049307 

210310 

1,359,058 

246,849 


2,162,456 

1,079,937 

1,480,186 

739,146 

457,012 

352,676 

329,594 

2376,095 

2,162,456 

309311 

NIL 

746370 

1320314 

259,492 

NIL 

352,676 

1.550,288 

2376395 

2,162,456 

NIL 

NIL 

2376,095 

2,162,456 

13,002 

NIL 

NIL 

0327) 

13.002 

NO- 

NIL 

(3.510) 

9375 

9,492 





(Rs in thousands) 


As on As on 

31 Match, 31 March. 
1999 1998 


II Other Fixed Assets (including 
Fumilurc and Fixtures) 

i) At cost as on 31 St March of 
the preceding year 

ii) Additions dunng the year 

III) Deductions during the year 

IV) Depreciation to date 

TOTAL 

GRAND TOTAL (I -I- II) 


SCHEDULE 11 - OTHER ASSETS 

I Inter-office adjustments (net) 

II Interest accrued 

III Tax paid m advance/tax 
deducted at source 

IV Stationery and stamps 

V Others 

TOTAL 


SCHEDULE 12 >• CONTINGENT 

LIABILITIES 

I Liability on account of 
outstanding forward exchange 
contracts 

II Guarantees given on behalf 
of constituents: 

a) In India 

b) Outside India 

III Acceptances, endorsements 
and other obligations 

IV Other items for which the bank 
ts contingently liable- 

a) Bills of Exchange 
Rediscounted 

b) Income taxAnteiest lax disputed 
and in appeal not provided 
(including the effect on 
pending assessments) is 
estimated at. 

TOTAL 



16,771 

18,874 


28,366 

NIL 

NIL 

86,006 

62,002 

147,628 

146.015 

8 

5 

196,716 

41.1)8 


249,220 


1308,501 


159,807 

996,932 



445,938 489,504 


58,777 


2,969,955 


51.715 


4,125,154 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rs in thousands) 



Year Year 

endcii ended 

31 March, 31 March. 
1999 1998 


SCHEDULE 13 > INTEREST 
EARNED 

I Interesi/discount nn 
advanccs/bilis 

II Income on tnveiitments 

III Interest on balances with 
Reserve Bank of India and 
other mler-bank funds 

IV Others 

TOTAL 


SCHEDULE 14 - OTHER INCOME 

I Commission, exchange 
and brokerage 

II. Profit on sale of investments 
Less Loss on sale of 
investments 

III Profit on sale of land, buildings 
and other assets 

Less. Loss on sale of land, 
buildrag and other assets 

IV Net |»ont on exchange 
transactions 

V Income earned by way of 
dividends etc. from subsidianea/ 
company and joint ventures 
abroad/in India 

VI. Miscellaiwous Income 

TOTAL 


SCHEDULE IS-INTEREST 


1. Inteiest on depoaiu 
II Inleint on Reserve Bnk of 
India/lnter-bank botrowingt 
in. Others 

TOTAL • 


2S<.72« 

186380 


66,493 

3.614 


5783S4 472,686 


51,190 

26,663 

(53) 

4 

(») 

20453 


(464) 

2.3 

(3) 

13.750 


98,748 84.678 




SCHEDULE 16 - OPERATING 
EXPENSES 

I Payments to and provisions 
for employees 


II Rent, taxes and lighting 

in Printing and stationery 
IV. Advertisement and pidriicity 

V Depreciation on bank's 
property 

VI Duecton' fees, allowances and 
expenses 

VII Auditors' fees and expenses 
Vtll Law charges 


NIL NIL IX Postages, Telegrams, 
NIL 9.309 __ 


371338 

483M 

21,195 

301,552 

49,788 

12.96A 

448327 

364,304 


Telephones, etc 

X Repairs and maintenance 

XI Insurance 

XU. Other expenditure 

TOTAL 


(Rs in thousands) 


Year Year 

ended ended 

31 March, 31 March. 
1999 1998 


65324 
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SCHEDULE 17 - ACCOUNTING POLICIES AND NOTES FORMING PART OP THE ACCOUNTS 
FOR THE YEAR ENDED 31ST MARCH, 1999. 

I. ntlNCIPAI. ACCOUNTING POLICIES 

1 GENERAL 

The accompanying financial statements have been prepared on the historical cost basis and eonloiin to the statutory provision and 
practices prevailing in the country 

2 TRANSACTIONS INVOLVING FOREIGN EXCHANGE 

I Monetary assets and liabilities have been translated at the exchange rate prevailing at the ilose ol the year cveept lun.'igti currency 
deposits undei certain schemes which are translated as under 

(a) For deposits which have been swapped, the swap cost is treated as interest (pennd) cost as per FEDAi citiulat 

(b) Other deposits under these schemes and investment/dcposits there against are stated at notional rates 
Non monetaiy assets/liabilities have been corned in the books at contracted rales 

II Income and Expenditure items have been translated at the exchange rates ruling on the date of the transactions 

III Outstanding forwaid contracts have been revalued at the forward contract rates prevailing at the close of the year as per FEDAI 
guidelines The contingent liability in respect of outstanding foreign exchange contracts is included at the contract rates 

^ INVESTMENTS 

I The investments in approved securities aie classified into “Permanent" and “Current" investments, in terms of guidelines of 
Reserve Bank of India 

II Permanent investments are valued as under 

- If cost of acquisition is less than face value - at cost 

If cost ot acquisition is higher than face value - the carrying cost ts arrived at by amortiring the premium over the period of 
matunty 

III Current investments have been valued at lower of cost or market value For the purpose of valuation, the Reserve Bank of Indu/ 
Stock Exchange quotations, where available, have been taken as market rates and where the rates are not available the same have 
been valued as per norms laid down by Reserve Bank of India (RBI) as under 

a Government Secunties and PSU Bonds Valued on yield to matunty (YTM) basis, 

b Treasury Bills and investments under ready forward transactions Valued at carrying cost 

c Preference shares Valued at cost or book value whichever is less 

4 ADVANCES 

I Provision for ‘Non Performing Assets' is made on the basis of the asset classification and provisioning requirement thereof, 
under the prudential norms laid down by the RBI 

II Further provision is made for doubtful advances based on Management's estimate of potenbol exposure Provisions in respect of 
doubtful advances have been deducted from advances to the extent necessary 

III Consortium advances ore classified as per the decision of the individual consortium members 

IV Advances are shown net of bills discounted with the financial institutions 
.5 REVENUE RECOGNITION 

Income/Expenditure are generally accounted on accrual basis In case of non-performing advances income is recognised on lealisatioa, 
in terms of guidelines of Central Banking Authority 

6 FIXED ASSETR 

I Fixed assets are staled at historical cost 

II Depreciation is provided using the wntten down value method at the rates prescribed in Schedule XIV to the Companies Act, 19S6 

7 RETIREMENT BENEFITS 

The liability for gratuity to staff has been computed and provided on actuanal basis 

8 NErntom 

The net proBt disclosed in the Profit and Loss Account is after 

I Provision for taxes on income, wealth and interest tax in accordance with statutory requirements 

II Provision on advances 

III Othmr usual and necessary provisions 

II. NOTES ON ACCOUNTS 

I |n terms of guidelines issued by RBI the ftdiowing additional disclosures are made' 




Current Year 

Previous Year 

a) 

Pereeaiage of net Non Performing Assets to net Advances (including staff advances) 

7S9% 

594% 

b) 

Details of provisions and contingencies debited to the Profit & Loss Account for the year (Rs in OOO's) 



i) Provision for Non Performing Assets 

67,100 

28,916 


ii) Provisinn for Depreciation on Investments 

353 

13,775 


III) Provision towards Income Tax 

40,000 

34,500 


v) Others 

34,495 

27,097 
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Currem Year 

Previous Year 

») 

Capital Adequacy Ratio - Tier 1 Capital 

8 76% 

9 17% 

11) 

Capital Adequacy Ratio - Tier 11 Capital 

1 2.5% 

1 12% 

III) 

imaest income as a percentage to woiking funds 

8.59% 

974% 

IV) 

Non-interest income as a percentage to woikmg funds 

147% 

175% 

V) 

Operaung profit as a percentage to working funds 

2 4.3% 

2 58% 

VI) 

Return on assets 

0.32% 

042% 

Vll) 

Busmess (deposits plus advances) per employee (Rs ui (X)0's) 

88.026 

77.516 

VIII) Profit per employee (Rs m(X)0’s) 

264 

253 


REVENUE AND OTHER RESERVES 

Revenue and other reservesi include Head Office Reserves amounting to Rs 44,955,656 (previous year Rs 44,955,656) which 
represents funds remitted by Head Office and amounts retained from repatnable profits to meet the cost of acquisition of residential 
premises, deposit/advance licence fee of Bank premises at Mumbai/Bangaiore, other preliminary expenses, etc, as per guidelines 
of RBI 

Capital to Risk Asset Ratio as at 31st March, 1999 has been assessed by the Bank at 1001% (ptevinus year I029%)oa the basis 
of the attached financial stidements and guidelines issued by the RBI in this behalf 
Previous year’s figures have been regrouped/rearranged wherever necessary 


IBRAHIM ABDUL WAHID A. MOHAMED 
Chief Executive - India 


Mumbai iune .30, 1999 


AUDITORS* REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES OF 
ABU DHABI COMMERCIAL BANK LIMITED 

We have audited the attached Balance Sheet of the Indian Branches of Abu Dhahi Commercial Bank Limited (incorporated in the 

United Arab Emirates with Limited Liability) as on 31st March, 1999 and the Profit and Loss Account of the Indian Branches of 

the Bank for the year ended 31st March, 1999 annexed thereto 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the Banking 

Regulation Act, 1949 read with the provisions of Section 211 and Sub-Section (5) of Section 227 of the Companies Act, 1956 

We report that 

1) We have obtained all the information and explanations which, to the best of oui knowledge and belief, were necessary for 
the purpose of our audit and have found them to be satisfactory. 

2) The transactions which have come to our notice have been, in our opinion, withm the powers of the Indian Branches of the 
Bank 

3) In our opinion, proper books of accounts as required by law have been kept by the Indian Branches of the Bank so far as 
appears from our examination of those books 

4) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of ^ount. 

5) In our opinion, the Balance Sheet and the Profit and Loss Account dealt with by this report are in compliance with the 
Accounting sundards referred to in Section 211 (3C) of the Companies Act, 1956, in so far as they apply to banks 

6) In our opinion, and to the best of our information and according to the explanations given to us. Balance Sheet and Profit 

and Loss Account, read with notes thereon, gi>e the information required by the Companies Act. 1956. in the manner so 
required, for Banking Companies and give a true and fair view of the state of the affairs of Indian Branches of the Bank u 
at 31st March. 1999 and its profit for the year ended on that date. ^ 

For TOUCHE RO$S ft CO. 

Chartered Accowatmits 


Mumbai: June 30. 1999 


Sd/- 

R.SALIVATI 

Partner 




n CHINATRUST COMMERCIAL BANK 

(Incotjforated in Taiwan ROC with limited liability) 

NEW DELHI BRANCH 


BALANCE SHEET AS AT 31ST MARCH. 1999 

PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED 31ST MARCH. 1999 

(Rupees 'OCX)) 

(Rupees *000) 

Schedules 

As at 
31.3.1999 

As at 

3131998 

Schedules 

Year Ended 
31 3.1999 

Year Ended 

31 31998 

CAPITAL AND LIABILITIES 


III 

INCmiE 



Capital 

1 

350.874 


Interest Earned 13 

131.930 

66.359 

Reserves and surplus 

2 

224 

mmm 

Other Income 14 

1477 

8.967. 

Deposiu 

3 

531,117 





Borrowings 

4 

775.300 

150.000 

TOTAL 

133407 

75426 

Other babilities and 







provisions 

5 

78.691 

19.859 








EXPENDITURE 



TOTAL 


1,736^ 

590,358 

Interest Expended 15 

75,156 

22,118 





Operatiiig Expenses 16 

52.219 

45431 

ASSETS 




Provisiont and 



Cash and balances with 


63.111 

12428 

Contingenaes 

10.725 

7.957 

Reserve Bank of India 

6 




Balances with banks 




TOTAL 

138,100 

75406 

and money at call 







and short notice 

7 

72.066 

7^94 




Investments 

8 

732.565 

282490 

PROFIT 



Advances 

9 

767.014 

213.646 

Net Pndit lor the period 

(4493) 


Fixed assett 

10 

32.256 

36,201 




Other asaeu 

11 

69.194 

38.099 








APPROPRIATIONS 



TOTAL 


1,736.206 

590458 

Transfer to Statutory Reserve 

0 

4 





Adjusted against Revenue and 







Other Resoves as per contra 

(8%) 

16 

Contingent liabilities 

12 

453.616 

116414 

Unadjusted Balance in Profit 



Bills for collection 


7.794 

5.128 

and Loss Account 

(3.697) 


Notes to Accounts 

17 










TOTAL 

(44*3) 

20 





Notes to Accounts 17 




The Schedules refemd to above fonn an integral part of this The Schedules refened to above form an integral part of this Profit 

Balance Sheet and Loss Account 


In terms of our separate report of even date attached 


For S.C. VASUDEVA A COMPANY 

Chartered Accountants 

Sd/- 

Sanjay Vasudeva 
Partner 


For CHINATRUST COMMERIQAL BANK 

NEW DELHI BRANCH 

Sd/- 

JackT.U.Hsieh 

Chief Executive Officer & General Manager 


Place: New Delhi 
Date: 2SthJune. 1999 










































CHINATRUST COMMERCIAL BANK 

(Incorporated in Taiwan ROC with limited liability) 


NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees '(XX)) 


(Rupees'000) 


As at 
313 1999 


As at 
31 3 1998 


As at 
31 3 1999 


As at 
31 3 1998 


Capital Reserve 
Opening Balance 
Additions dunng the penod 

Revenue and other Reserves 
Opening Balance 
Additions during the penod 
Deductions dnnpg the penod 
(as per contra) 


Balance in Profit and Loss Account 


DEPOSITS IN INDIA 
(A) Demand deposits 
Rom Banks 


PoRowinp outside India 


CAPITAL 

Clapital 

350.874 

350.874 


350374 

350374 

Deposit kept with Reserve Bank 
of India under Section 11(2) of 



2.230 

2,220 

the Banking Regulabon Act, 1949 

RESERVES AlSn> SURPLUS 



Statutory Reserve 

Opemng Balance 

224 

220 

Additions dunng the penod 

0 

4 

224 

224 


0 


896 

0 

(896) 


880 

16 

0 


_0 

_ 0 

224 


896 


1,120 


Pram others 

27,108 


Saving Bank Deposits 

11.093 


Term Deposits 



From Banks 

0 

0 

From others 

492.916 

.39,898 


531.117 


(B) Depoails of BnuKhes in India 

531,117 

68.505 

Deposits of Branches 



Outside India 

0 

0 


531,117 

■lESlS 

BORROWINGS 



Bomiwings in India 



Reserve Bank of India 

10,000 

0 

OtherBanks 

200.000 

65.000 

Other Institutions and Agencies 

141,000 

85,000 


351.000 

424.300 

778.300 


ISO.OOO 


150,000 


5. OTHER UABILITIES AND 
PROVISIONS 


Note (i) Investments in Debentures and 
Bonds includes investment in NSIC and 
HUDCO Bonds which SR m the nahne of 
pnoniy sector lenduig (Refer Schetfade 9) 

: (u) Investments others includes deposit 
wi A SIDBI which am in the natuR of 
pnonty sector lending (Refer Schedule 9) 
Investments Outside India 
Government Securities 
Subsidianes and/or jouit ventures 


7323*5 


Bill payable 

4.165 

1,906 

Inter office adjustments (net) 


6.135 

Interest accrued 


1,852 

Others (including provisions) 


9,966 


78,691 

19359 

CASH AND BALANCES 3VnH 

' ■■■ 


RESERVE BANK OF INDIA 

Cash in Hand 

(iiKluding foreign cunency notes) 

2.509 

1.844 

Balances with Reserve Bank of India 
in cunent accounts 

60.602 

10,684 

in other accounts 

0 

0 


63,111 

12328 

BALANCES WITH BANKS 

AND MONEY AT CALL AND 
SHORT NOTICE 
hi India > 

Balances with Banks 

In cuRcnt accounts 

65,518 

5.403 

In deposit accounts 

0 

0 

Mon^ at call and short notice 



With Banks 

0 

0 

Wth other institutions 

0 

0 


65,518 

5.403 

Outside India 

In current accounts 

6,548 

1,891 

In 'deposit accounts 

0 

0 

Money at call and short notice 


0 


S34R 

— ns5r 


72,066 

7394 

' ' 


bivestmenis in faidia 

Government Secunues 

376,565 

184.590 

Other approved Serunties 

0 

0 

Shares 

0 

0 

Debentures and Bonds 

318.000 


Subsidianes and/c>'joint vennues 

0 

0 

Others 

38.000 

0 


712,565 

282390 

Gross value for Investments 

735.311 

284.147 

Less provision for depreoatinn 

(2.746) 

(1357) 

Net value 

7)2,565 

282.590 


SecuRdbasrawings mduded above 


Nil 


Nil 


282390 









































































CHINATRUST COMMERCIAL BANK 

(IiKorporated in Taiwan ROC with limited liability) 


NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees'000) 

(Rupees ’000) 


As at 

3131999 

Asu 

313 1998 


As at 

3131999 

As at 

3131998 

9. ADVANCES 

Bills purchased and discounted 
Cash ciedit, overdretls and 
loans repayable on demand 

Usm loans 

856 

22,113 

744,043 

259 

41,846 

171.541 

12. C(M4TINGEMTUABn.rnES 
□aims against the bank not 
acknowUged as debts 

Liabihty on account of outstanding 
forward exchange contracts 
Guarantees given on behalf 

1613 

429.813 

0 

8,739 


7674)14 

213,646 



Secured hy tangible assets 
Secured by Bank Guarantees 
Unsecured 

Advances m India 

767,014 

0 

0 

767,014 

213.646 

0 

0 

213.646 

bi India 

Outside India 

Acceptances, endorsements and 
other obligations 

Other Items for which the bank 

IS conungently liable 

1.3,385 

0 

7,805 

0 

106,855 ' 

0 

920 

0 

Pnuniy sector 

Public sector 

163,642 

400.000 

0 

0 


433,616 

U6414 



Kassssam\ 

Banks 

Others 

0 

203,372 

0 

21.3.646 

SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 


767,014 

213.646 

13. INTEREST EARNED 



Advances outside India 

0 

0 

buerest/Discount on advancesAnUs 
Income on investments 

Interest on Balances with 

7.5,111 

53,714 

30.436 

35,346 


7674)14 

213,646 

10. F1XEDASSETS 

Premises - (includes 
leasehold improvements) 

At cost as per the Balanx Sheet 
Additions dunng the year 
Deductions during the year 
Depreciation to date 



Reserve Bank of India and 
other inter-Bank Funds 

Others 

3,105 

0 

431 

146 

10,627 

0 

(3,542) 

I0.62'» 


131,930 

66,359 

0 

(2.361) 

14. OTHER INCOME 

Comnussicn, exchange and brokerage 
Profit on sale of invesunents 

Less Loss on sale of m vestments 
ftofit on revaluation of mvestments 
Less. Loss on revaluauon of 
mvestments 

Profit on exchange transactions 

Less. Loss on exchange transactions 
Miscellaneous Income 

1.280 

0 

(876) 

0 

1M4 

4,615 


7,085 

8,266 


Other fwed assets 
(bicludiiig ftaniture and fixturesi 

At cost as per the last Balance Sheet 
Additions dunng the period 
Deductions dunng the penod 
Depreciation to date 

39,030 

6,354 

(32!) 

(19,892) 

.30,216 

8.814 

0 

(11.095) 

0 

3,642 

(3,344) 

875 

0 

1,883 

(951) 

556 


1,577 

8,967 


25.171 

27.935 

IS. INTEREST EXPENDED 

Interest on deposits 

Interest on Reserve Bank of Inchaf 

44.763 

5,614 


32056 

364H)I 

11. OTHER ASSETS 



Inter-Bank Borrowings 

Others 

30,138 

255 

16.430 

74 

biter-office adjustments (net) 
biterest accru^ 

Ibx paid m advance/utx deducted 
at source (net) 

Others 

0 

29.182 

9.184 

.30,828 

0 

13,088 

6.926 

18,083 


75.156 

a,iii 

16. OPERATING EXPENSES 
Paymenis to and provisions 
for employees 

Rent, Ibxes and Lighting 

Printini and Stationery 
Adveftueinent and Pimlicity 
Depnaabon on the fannch'li prepay 
Local Board Diiecion fees 

Auditon* fees and expenses 
Lawcham 

i\Ma^'laegmins, Tbkphiaies, eic. 
Rqwits and maintenance 
bwirance 

Odier Expenditure 

17,745 

11482 

443 

384 

9,988 

52 

121 

1,980 

1..554 

1.260 

701 

5,509 

15,791 

11,803 

422 

307 

7,972 

6 

too 

1,480 

U39 

586 

531 

4,694 


69,194 

384)99 

Otheis include 

Staff loan 

Unadjusted Balance of Profft 
and Loss Account after 
adjusiuig Rs K76 ftom Revenue 
Reserve as per rontia 

Otheiv 

1,782 

3,697 

25,349 

1,848 

0 

16.237 


30,828 

18,085 



82J19 

45431 


r..u« tooo 



































































CHINATRUST COMMERCIAL BANK 

{Incorporated in Taiwan ROC with limited liability) 


NEW DELHI BRANCH 


SCHEDULE 17: NOTES TO ACCOUNTS 


I. Accounting PoliciM 

a) Qenetal 

Hie accompanying financial f taienieiitc have been prepared on the hisloncal cost basis and confinn unless otherwise staled to the slalulory 
proviiions. mondatoiy accounting standards issu^ by the Insomie of Chartered Accountants of India. Reserve Bank of India's (RBI) 
guidehnes and practices prevailing within the banking industry in the country 

b) Foreign Currency Ttansl^on 

Monetary assets and liabilibes m foreign currencies are translated at the exchange rates specified by the Foreign Exchange Dealers' Associa- . 
tion of India (FEDAI) at the balance sheet date. Resultant gains or losses ansing out of such transactions ue recognised in the Profit and 
Loss Account 

Income and Expenditure items m fmci^ cuirency dunng the year are tianslaied into Indian Rupees at the date of transacuon 
Conluigeni Liabilities at the end of year are stated at the exchaiige rates notified by FEDAI 

c) Investments 

Investments under approved secunties have been classified under 'permanent' and 'current' categories as per the RBI direebves and have 
been valued as under 

The current investments are valued at the lower of cost or market value The decline in value of investments has been provided for and has 
been taken to the Profit and Loss Account 

Pernuuient investments, m terms of letter fTOm RBI (DBOO No BP BC 30/21.04 048/97) dated Apnl 09^ 1997, ore valued at cost and in 
case cost pnee is higher tlian the face value, the premium is amoitized over the remaimng penod of malunty of the secuniy On the other 
hand, where the cost pnee is less than the face vdue, the difference is ignored. 

NSIC Bonds, HUDCX) Bonds and Deposit with SIDBI which are in the nature of pnonty sector lending are included under Investments at 
Net Vslue 

Interest on broken period paid at the Ume of purchase of Government Security is netted off against interest received 

d) Advances 

Advances are shown net of provuions 

NSIC Bonds, HUDOO Bonds and Deposit with SIDBI which are ui the nature of pnonty sector lenduig ore uicludod under hvenments at Net Vdue 
c) Fixed Assets and Deprecianon 

Fixed assets are stat^ at cost less depreciation Depreciation is provided pro rata to the period of use on the straight line method at the 


following rates 

Puticulars Rates as Applied 

Machmery and Equipment 13 91 

Telecommunicanon Equipment 13 91 

Transportatton Equip 1131 

Fuimture and Fixture Residential 13 91 

Furniture and Fixture Commercial 6 33 

Installauons-Commercial 13 91 

Computer Equipment 16 21 

Computer Software 33 42 

Premisa II 11 


0 Stiff Benefits 

The bank has taken a Group Gratuity Pohey with the Life Insurance CorporaUon of India (UC) under the Group Gramity Insurance Scheme 
for the non-expatnaie staff which coven the full conuaciual liability towards gratuity in the event of death/renrement of Branch's employees 
The premia paid for obtaining thu cover is charged ui the Profit and Loss Account 
g) Net Profit 

The net profit disdosed in the Profit and Loss Account is after inter alia. 
i) provision for taxes on income in accordance with stotutory requirements, and 
It) other usual and necessary provisions 
II Notes to Accounts 

si) There a a disputed income tax demand for Rs 2,613 which has been contested before the appellate authorities and the Bonk holds an 
adequate provision m respect of the same. 

b) The Bonk has ensured that oil critical haidwue and software are Y2K Compliant as on 31st Match. 1999 A contingency plan ha.i also been 
prepwed to fisoe any eventuah^. 

c) Imre oCRoe Adjustments of Rs 7108 (Previous Period Rs 6133) pertain to the amount due to Head Office on account of purchase of assets, 
refund of secunty deposit and sole of fuimture for which payments were made onginally by Head Office 

d) Hie Bank has bm given a hcenoe to cany out banking operauons in terms of letter from RBI (DBOD NO BL 1036/04 02 04 24/96) 
dated Match 7,1996. 


Ecamniic and w»«wi. 






CHINATRUST COMMERCIAL BANK 

{Incorporated in Taiwan ROC with Imited liability) 


NEW DELHI BRANCH 


e) Figures in Rupees have been rounded off to the nearest thousand 

f) Previous Year figures have been icgfouped/rccast to confonn to the Current Year ciassificabon 

m Additional biformauon in terms of Reseve Bank of India letter No. BP BC 9f2l 04.0l8/98daied January 27,1998 and BPBC 32/21 04018/98 
dated Apnl 29,1998 




Cuirent Year 

Pievioiis Year 

(I) 

Provision and Contmgencies includes inier-alia 




(a) Provision for Income Tax 

2,.500 

6,000 


(b) Provision for Interest Tax 

964 

300 


(c) Provision for Wealth Tax 

11 

0 


(d) Provision for Bad and Doubtful debts 

6,061 

100 


(e) Deprecianon in the value of Investments (net) 

1,189 

1,557 

(ID 

The Caital Adequacy Ratio 




(a) Tier I Capital 

28 22 

73 06 


(b) Tier 11 Capital 

0031 

73 27 

(ID) 

Inieiest Income as a percentage to working funds 

11 12 

1! 28 

(IV) 

Non Interest Income as a percentage to woriung funds 

013 

1 26 

(V) 

Operating profits as a percentage to working funds 

0 52 

1 09 

(VD 

Return on assets 

(0.26) 

.003 

(VU) 

Business (deposits plus advances) per employee 

44,763 

12.735 

(VHD 

Profit per employee 

(158) 

091 

(OC) 

Percentage of shmholding of Government of India 

0 

0 

(X) 

Percentage of net NPA to Net Advances 

4 73 

0 


AUDITORS' REPORT 

1 We have examined the annexed Balance Sheet of the New Delhi Office of the Chinatru.st Commercial Bank (incorporated in 
Taiwan ROC wiih limited liability) as at March 31,1999 and the related Profit and Loss Account of the Bank for the year ended 
on that date 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 read with the pi ovisions of sub-section (1), 
(2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies Act, I9S6, the Financial Statements are not 
required to be, and are not, drawn in accorduce with Schedule VI to the Companies Act, 19S6. The Financial Statements arc 
therefore drawn up m conformity with Form A and B of the Third Schedule to the Banking Regulauon Act, 1949.. 

3 On the basis of our audit we report as under; 

a) we have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for 
the purposes of our audit; 

b) in our opinion, proper books of account as required by law have been kept by the Bank so far as appears bom our 
exanunauon of those books; 

c) the transactions of the New Delhi Branch which have come to our notice are widiin the powers of die New Delhi Branch of 
Chinatrust Commercial Bank; 

d) the Bank's Balance Sheet and Profit and Loss Account dealt with in this Report, are in agreement with the books of 
account, 

e) in our opinion and to the best of our information and according to the explanations given to us, the said accounts together 
with the Accounting Policies and Notes to the Accounts (Schedule 17). give the information required by the Companies 
Act, 1956, in the manner so required for banking companies, and give a true and fair view: 

I in the case of Balance Sheet, of the state of affairs of the Bank as at 31.3 1999 and 

II in the case of the Profit and Loss Account, of the loss of the Bank for the year ended on that date 

forS C VASUDBVAdtCo. 
Chaitered Accountants 
Sd/. 

(Sanjay Vaaudeva) 
Partner 

Place: New Delhi 
Dated: June 25,1999 






INDIAN COUNCIL OF 
SOCIAL SCIENCE RESEARCH 


Grants for Studies on Indian Diaspora : 

Indian Council of Social Science Research (ICSSR) invites applications from Indian Social 
Scientists for field work abroad for studies on Indian Diaspora 

The grants will be given to one senior scholar and one junior scholar (Post-doctoral level) 

ELIGIBILITY J 

A. Grants to the senior scholar will be given on the basis of his published works which 
include books and papers in professional journals. 

B. Grants to the Junior scholar will be given to young social scientists on grounds of 
competence for research work and Ph. D or an equivalent research study of merit. 

DURATION I 

The duration of the visit abroad will be for a maximum period of three months. 

RNANCIAj^^ 

The scholars will be entitled only for pardiem at the permissible rate of the ICSSR and 
to and fro international air fare (excursion). The awardees have to undertake the visit 
before March 31, 2000. 

HOWTO apply! 

The applicant should submit four copies each of their bio-data and research proposal up 
to 3000 words neatly typed on A4 size paper. The proposal should also contain a note 
on the workplan in the country to be visited. 

The last date for submission of the applications is one month from the date of its 
publication. Kindly send your applications to Member-Secretary, Indian Council of Social 
Science Research, Post Box No. 10528, Aruna Asaf AH Marg, New Oelhi-110 067 
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FIXED DEPOSIT 
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The deposit that 
gives you both security 
& return 


• TAX BENEFITS UNDER SECTION 801 • INTEREST COMPtJUNDED ON OUARTERIY BASIS • ADVANCE INTEREST WARRANTS FOR MONTHLY 
INTEREST OPTION SCHEME • FREEDOM TO INVEST FCiR ANY PERIOD OVER 1 YEAR TO S YEARS • INTEREST RATES 10% TO 11 50% PA 


Fof fu'lher Hekiih reiei lu the applicatiun form ovoilnble with oil 'D8I v/fii p\/iiyriih 




Industrial Development Bank of India 
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THE STAMP 


SAFETY 
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ECONOMIC 

AND 

POLITICAL 



Sameeksha Trust Publication Rs 25.00 Vol XXXIV No 31 July 31-August 6. 199? 






GROWTH AND SIGNIFICANCE OF 
PRIVATE CORPORATE SECTOR: 
EMERGING TRENDS 

INTER-RRM RELATIONSHIP AND 
GOVERNANCE STRUCTURE: BHIUI 
STEEL PUNT AND ANCILURIES 

TOTAL FACTOR PRODUCTIVITY 
GROWTH AND TECHNICAL 
EFFICIENCY IN INDIAN INDUSTRY 

PRAGMATICS OF THE HINDU RIGHT: 
POLITICS OF WOMEN’S 
ORGANISATIONS 

TRENDSilCULTURALGLOBAUSAHON: 
FROM AGRICULTURE TO 
AGRIBUSINESS Bl KARNATAKA 


« TOTAL FACTOR PRODUCTIVITY 
GROWTH IN DEVELOPING 
ECONOMIES: STUDY OF 
SELECTED INDUSTRIES 

« CREATING SUCCESSFUL NEW 
PRODUCTS: CHALLENGES FOR 
INDIAN INDUSTRY 

> ORGANISATIONAL ARRANGEMENT 
FOR LEARNING M INDIAN RRMS: 
CASE STUDY IN AUTOMOTIVE 
INDUSTRY 

:? INSURANCE BUSINESS IN INDIA: 
PERFORMANCE ANALYSIS 

1 POVERTY DEBATE IN INDIA: 

A MINORITY VIEW REVISITED 


WHY ECONOMIC ANALYSIS IS 
ESSENTIAL TO RESETTLEMENT: 
ASOCIOLOGISrSVIEW 


M FUTURE OF UHAR PRADESH: 
NEED FOR A NEW POLITICAL 
MINDSET 








Presenting - 

National Accounts-India 

on computer media(CD, Floppy, Web) 


from Economic & Politicai Weekiy Research Foundation (EPWRF) 



Designed to put an end to the drudgery of keying in and proof reading 


the innumerabie tables for statistical analysis detailing National Accounts 


Aggregates. Introducing a CD that has 
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LETTERS TO EDITOR 
Fatal Fascination 

THIS has rcteicnce to the excellent piece 
by Arvind Das. ‘Gentlemen and Officers’ 
(July 10) Das seems to have been pained 
at the Left Pront'.s choice of General 
Shankar Roy Ghowdhury as its nominee 
for the Rajya Sahha scat in place of Asok 
Mitra, the renowned economist and writer 
with an unwavering commitment to the 
tenets of marxism Having been a resident 
ot West Bengal for the last .seven years, 
nothing shocks or .surprise.s me today 

I too had an illusion about the Lett Front, 
particularly since 1 had had the opportu¬ 
nity to design and implement ‘Operation 
Batga' in 1978-81 under the guidance oi 
Bonoy Choudhuiy and with the active 
support oi the 1 x;tt Front government during 
its first term. 1977-82 Having also worked 
directly undci the charismatic personality 
of the legendary Hare Knshna Konar in 
1967-81 during the l-elt Front’s first 
pha.se of land reforms in West Bengal 
when one million acres of ceiling surplus 
land was vested through legal process, I 
always had a lot of goodwill for the Left 
government 

I realised later much to my gnef that I 
nurtured this fanta.sy becau.se of my naivety. 
Barring a lew stalwarts like Hare Krishna 
Konar, AhduilahRa.sul, Benoy Choudhury, 
.Sure) Mukhcoee and the like, the party 
apparatchiks consisted of the labour an.s- 
tocracy and the petty bourgeoisie It is the 
'new middle class' ol clencal, supervisory 
and technical workers, teachers, govern¬ 
ment officials, etc, which dominates the 
party apparatus What is their character 
and in which direction do they move‘’ 

“Marx and Engels generally treated the 
petty bourgeoisie as being a conservative 
clement in s(x.iety. or as forming, with the 
labour anstix'racy, a reformist clement in 
worker's movement {Neuc Rheinische 
Zeitung Revuf. 1850); and in the 1920s 
and 1930s raarxists saw it as the main 
social ba.si.s ol the fa.scist movements” 
(T Bottomore ct al, (cds),A Dicuontiry of 
Marxiit Thought, pp 333-.34) 

There is an inherent compelling desire 
among the petty bourgeoisie to move up 
the vKial ladder through the process of 
embourgcoi.semcnt They arc fa.scinated, 
nay, fatally enthralled by pomp and pag¬ 
eantry, spit and polish, lastre and gran¬ 
deur. Hence to get a general with his 
erstwhile shining boots, glossy Sam 
Browne, glittering medals, polished tiding 
crop, gold laced cap with a profusion of 
red tabs here end there, even one very far 


outside the left orbit, was the fulfilment 
ol the petty bourgeois dream. Who both¬ 
ers about the general's political views? 
Hence, the general is in and the scholar 
IS out. This is what is to be expected. 

Learning through unlearning is an 
agonising process. 1 am afraid Arvind Das 
has to go through it. 

D Bandyopadhyay 

Calcutta 

Hiroshima Day 

ON August 6 and 9, 1945 the cities of 
Hirashima and Nagasaki were completely 
destroyed by two atomic bombs dropped 
by the US air force. 2, lO.OBO people were 
kiliedby the blasts The human race entered 
the most dangerous period in its hi.story 
- the period of imimnent threat ot total 
self-destruction by nuclear weapons 

In the years .since then wc have Icamt 
a lot about nuclear weapons. Wc have 
learnt a great deal about their long-term 
effects Eminent military minds have 
summed up the factors and stated that 
wars cannot be fought with nuclear weap¬ 
ons In the la.st decade the leaders of the 
two nuclear superpowers (US and USSR) 
concluded that there can be no victors in 
a nuclear war 

However. Pakistan and India acquired 
nuclear capabilities in 1998 and demon¬ 
strated this to the world The situation on 
the subcontinent immediately became 
qualitatively more threatening in the light 
of the continuing antagonism and the 
history ol armed confrontations between 


the two countries since 1948. The recent 
hostilities consequent upon the Kargil 
intrusions led to a situation where voices 
in both countries have been heard urging 
the use of nuclear weapons. 

The geography of our subcontinent is 
such that to taUi of either country using 
nuclear weapons is sheernonsoise. A paity 
using nuclear weapon i.s bound to suffer 
dreadful consequences on its own terri- 
toiy and to its own people from such use, 
even if the other side does not retaliate. 
Advocacy of the use of nuclear arms can 
only be explained in terms of either ma.ssi ve 
Ignorance of nuclear weapons and their 
effects or total disregard of these cemse- 
quences to their own people 
Therefore, the task of making our fellow 
citizens aware of the full horror of nuclear 
weapons and theircffects has become even 
more urgent. As in previous years we plan 
to commemorate the destruction ol 
Hiroshima and Nagasaki by a silent pm- 
cc.ssion in Mumbai on August 6 starting 
from Azad Maidan at 3 pin and culminat¬ 
ing at Hulatma Chowk at 3 45 pm where 
a pledge will be taken 
Let us use the Hiroshima week, as in 
previous years, to disseminate informa¬ 
tion on nuclear weapons through diverse 
media, mceting.s, slide-shows, discussions, 
exhibitions, etc 

Jayant Diwan, Kalpana, 
Yogeith Kamdar, Madhav Sathc, 
Malvika Chan, .Shashi Mehta 

Citizens Committee for Commemoration 
of Hiroshima and Nagasaki 
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Where Is the \^sion? 


I T is indeed a stark comment on the state of affairs in the 
Council of Science and Industrial Research (CSIR) some 
years ago that its director had to coin a new credo for the 
institution, publish, patent and prosper. And the fact that it 
appears to be changing, albeit slowly, the nature and flavour 
of research in an institution which was floundering in the safe 
waters of a ‘protected industrial’ environment now being 
buffeted by the sharp ocean breere of global enterprise, is a 
remarkable turnaround. The moot question however is, what 
IS the role of scientific and industrial research under the aegis 
of the state in the changing economic environment? 

^ Over the last couple of years the CSIR’s strategy has been 
to identify innovations and file patents creating thus a bank 
of patents Not surprisingly, it is the single Indian institution 
which has filed more patents than ail the individual patents 
put together Since March 1993 atotal of 3S0 patents, against 
a target it has set itself of SOO patents by 2001. CSIR know¬ 
how was used in indusU’ial production worth Rs 3,800 crore 
in 1997-98. All this has been made possible by an innovative 
approach to industrial research and by .several other factors. 
Under the Intellectual Property Management Policy evolved 
in 1996 co-ordinators were appointed to spot innovations 
and a business development team was independently 
charged with the task of making the laboratones more market 
savvy. With shrinking budgetary support and a changing 
industrial environment CSIR and its ialraratories were forced 
''to access resources elsewhere in order to survive. As a result, 
the state laboratories are for perhaps the first time in (heir 
history developing live links to indu.stry. It is on this 
groundwork that the recent vision paper sets out goals not 
beyond its ken: generating Rs 7 billion from external sources 
compared to Rs 1.3.5 billion in 1994-95; developing 10 niche 
technologiea which are globally competitive and picking 
up Rs 40 million in from R and D work abroad and 
consultancy. It would, however, be naive to imagine that 
state-sponsored R and D has grown new roots in the current 
industrial environment. For, the issues which are now even 
more obvious than earlier have to do with fundamental 
questions which have not been touched yet by the 
administrative, or even structural alterations made within the 
institution. 

The idea of state-sponsored and funded research and 
development, as it has emerged in India, has its origins in an 
'economic environment where all or most of industrial activity 


IS in the stale sector But the problem even in such an idealised 
situation is the assumption that such developmental activity, 
to do with process and product innovations, will occur without 
live contact cither with industry or with the ‘market’. While 
certainly, much work went into areas such as drugs, vaccines 
and a range of chemicals, CSIR’s deliberate detachment from' 
the productive end has meant that an entire and essential 
component of research activity, the process of transferring a 
laboratory evolved process or product onto the lines of 
production has remained outside its collective experience It 
IS even more difficult to bridge this chasm now in an 
environment where corporate industnul growth is taking 
place in the private sector rather than in public owned units. 
While the CSIR’s schemes of identifying potential ‘patentable’ 
developments take care of one end of the problem, it does not. 
the other end. There does not appear to be any recognition of 
this within the CSIR or the department of science and 
technology. And that may partly be because ol the phi losophical 
bind that policy-makers arc in; on the one hand, it is necessary 
to generate funds forrc.search by seeking external consultancy 
and contractual R and D and by encouraging indu.stry to set up 
R and D institutions. On the other, contractual re.search and 
even more so the latter scheme of offering concessions for 
setting up R and D really means that the state is subsidising the 
cost of industrial research which will benefit profit-dnven 
enterprises. The problems here arc real and can at least be 
partly dealt with by visualising a more dynamic approach to 
industry, not just as a user of end products of research but a 
learning environment. 

More important is the issue of who decides the choice of 
research areas. Today for instance, two-thirds of all of CSIR's 
patents are in the field of chemistry, with the National Chemical 
Laboratories in Pune taking credit fur a significant share 
Drugs, vaccines, catalysts, polymers, epoxies, new reagents, 
innovative processes in mining, refining .cement technologies, 
food processing and pre.scrvation, the.se figure in the range of 
new developments from the public laboraioi ics. Biotechnology 
is a relatively recent area where the CSIR is undertaking 
painstaking documentation work, such as it demonstrated in 
the turmeric case. 

What is missing here is an overall perspective on relevant 
areas of research. Water resource management, food secunty. 
power generation, packaging arc only some of the areas which 
have idready generated many scientific and technological 
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problems and oppoitunities for innovatilw 
solutions. And interestingly, these would 
also need lo be globally competitive 
technologies because the issues are 
universal. That siK-ially relevant areas 
of development need to be identified 
is to state the obvious. In fact, the 
dcpanmenl's list of significant areas of 
technological achievement notes several 
eco- Incndl v innovations and processes and 
products But this appi'ars to constitute a 
concession to the remnants of the welfare 
state, than to any changed perceptions. 
In shon. the C'SIR s locus continues to 
he rooted in the current paradigm of 
development and is charged with the idea 
of science and technology as the prime 
engine ol pmgicss The problem is not 
only to identity relevant areas but to focus 
on those products and piXK'csses whose 
need has not yet been articulated m the 
market. In other words, tt is not enough to 
he market sensitive, but to be able, as 
perhaps one ot the large.st rcpositoncs of 
scientific talent in the third world, to take 
command of the market lo the extent that 
technological innovations can and have in 
history and todirect market forces CSIR’s 
current dynamism m some fields such as 
biotechnology, limited as vet, .should show 
a way to Ihe evolution of a perspective 
plan, a vision foi ie.search which goes 
beyond identitymg patentable ideas, and 
marketable priK'esscs 

HARYANA 

Twist in the Tale 

IN Its attempt loemerge the uluniate winner 
in the puliiical game that began with the 
witlidrawal ot the BJP from the HVP-lcd 
coalition gosemment in Haryana, the 
Congicss has ended, within a penod of 
less than a month, as the foremost loser 
tn the state With Om Prakash Chauiala's 
liiilian National laik Dal (INLD) assum¬ 
ing olliee, assisted by the BJP and the 
HVP (Democratic) lotmed by the 
breakaway group ol Bansi Lai's HVP, the 
Congiess’sobjc*cliscof stallinglhelNLD- 
BJPcombine Ironicorouigto power, which 
had in the In <t place prompted the party 
to sup(U)it Bansi Lai % HVP goveinment 
hcrell ot the BIP a iiumlh ago. stands 
dekMied Clearly the h.im handed man 
nei III wfiK h 'lie stale and i entral Congicss 
le.idei nips s^ent aboiii iscculing the 
pans s pi.iii lo legain {xiwer in Maryana 
ic'd to the dibaclt 

it IS evideiil, in the light of events that 
base occlined n the past month, that the 


CongRss had not done its homework. 
Having bailed out ihe Bans! Lai govern¬ 
ment. the Congress, fresh from its success 
in effecting the merger of the RJP with 
It in Gujarat, toyed with the ideaof another 
merger, this time of the HVP, with the 
added thnil ot captunng power in Haryana 
through the backdoor But given Bhajan 
Lai's long-standing animosity towards 
Ban.si Lai. besides the opposition of HVP 
MLAs to the dissolution of their identity, 
merger of the HVP with the Congress was 
likely to lead to the hrcak-up of the state 
Congress as well as the HVP 
With the merger proposal making no 
headway, die Congress leadership's con¬ 
fidence that It would be able to dictate 
terms to Bansi I .al was dealt another blow 
when the lalterobstinately refused to oblige 
the Congress with the dissolution of the 
state assembly to make way for simulta¬ 
neous a.ssembly and Ix>k Sabha polls 
Aware of the popular rcsentnicnt towards 
his government, a mid-term assembly poll, 
Bansi I^l calculated, was a sure recipe tor 
the HVP's tout. At the same time, with 
the Congress rank and file growing im¬ 
patient at the prospect of facing the Lok 
Sabha elections with the nulkstone of the 
Bansi Lai government round their neck, 
the party leadership had little choice but 
to make an inglonous exit from the scene 
by dumping the Bansi Lai government, 
'liiough the stability ot the government 
now in place m Haryana is far from as- 
su'cd, the course of events, as they have 
unfolded, has helped the BJP fulfil its 
promise to its ally, the INLD. of restoring 
the latter to power in the state in return 
lor extending support to it in the dissolved 
Lok Sahha 

NAGA PEACE TALKS 

Another Setback 

THE peace talks in Nagaland arc in danger 
of I ollapsing with the expiry of the cease¬ 
fire agreement on July 31, and the re.sig- 
nation ol the government ot India's re- 
prc.sentativc at the talks I'he ceasefire 
agreement, which was a culmination of a 
senes .if initiatives which began witli 
lormer Congress piime minister Nara- 
simhaRao's overtures to the National 
Socialist Council ot Nagaland (NSCNi 
led by Isnk and Muivah. was signed 
between the governim'nt and the N.SCN- 
IM on July 2S, 1997, dunng the pnme 
ministership of 1 K Guirai Under the 
agreement, there was to be a total .su.spen- 
sion ol armed operations by the two sides 


for three months, beginning August 1, 
1997; peace talks were to begin with no 
preconditions, the talks were to be con¬ 
ducted at the highest (pnme ministerial) 
level, and were to be held in a neutral 
country The ceaseBre agreement was 
extended twice, the last time in July 1998 
for a penod of one year 
During the last two years, nothing 
concrete seems to have emerged barring 
the maintenance of the ceasefire agree¬ 
ment by both sides, and a few meetings 
held in Bangkok. Zurich. Amsterdam and 
Pans - the ]a.st spot being the venue for 
a meeting between the Indian prime 
minKster and Isak and Muivah on Septem¬ 
ber 30, 1998. The mutual agreement on 
ceasefire itself was in jeopardy at the 
beginning, since the government signed 
the treaty with only one Naga group, the 
NSCN-IM, leaving out two other groups, 
the NSCN led by Khaplang and a faction 
of the Naga National Council (NNC) The 
Khaplang faction opposed the agreement 
for more than a year after the declaration 
of cea.sefire and continued its armed 
conflict with the NSCN-IM, resulting in 
violence It was also alleged that the chief 
minister ot Nagaland. S C Jamir, who is 
known to be opposed to any talks with the 
NSCN-IM, was encoutaging Ihe Khap¬ 
lang faction Ol late, however NSCN 
(Khaplang) has unilaterally announced a 
ceasefire with all parties, including bo*h 
thegovemmcntandNSCN-IM Therewcie 
also initial difficulucs in implementing 
the ceasefire agreement because of diiller- 
cnccs in the mteipretation of the ground 
rules, especially with rcgaid to demaaa- 
iton ot cca.sefire areas L.iter. with the 
.setting up of a monitoring agency, con 
sisling of both government and NSCN-IM 
representatives, these difleretices were 
overcome to some extent ’* 

As for the peace talks, they are being 
held officially with only the NSCN-IM as 
per Ihe conditions ot the ceasefire agree 
mem. Thus there is a built-in incomplete¬ 
ness in the current peace process that has 
been initiated by the government Bc- 
side.s, although the government agreed tc 
the NSCN-IM's demand to have the 
meetings in neutral countries, the nego¬ 
tiations held so far have floundered on the 
inecouncihabic positions of the two sides 
on suKstantivc is.sucs. like the future status 
of Nagaland, the question of a greater 
Nagaland including Naga inhabited areas 
of neighbouring .states inside India and 
the bordering country ot Myanmar, the 
government' s relations with the livol Naga 
groups, etc. 
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While things are bad enough as they are. 
a fuitherekment of unceitainty has cropped 
up m the peace process with the reagna¬ 
tion of the government's representative at 
the peace ulks. Swaraj Kaushal. Kaushal. 
a former governor of Mizoram, who 
a’lobines in himself the twin roles of a 
self-pmclaimed socialist and the husband 
of the BJP leader Sushma Swaraj, was 
appointed by the Vajpayee government in 
June 1998 as its representative to conduct 
talks with the NSCN-IM His being ac¬ 
corded the position of a mimaer of state 
had at that time caused raising of eye¬ 
brows in government circles and bureau¬ 
crats in the pnme minister’s office (PMO) 
had ever since been at loggerheads with 
him, finding fault with his handling of the 
peace talks A fru.stratcd Kaushal handed 
in his resignation earlier this year on 
March 22. which was accepted on July 19 

Kau.shars marginalisation in the diplo¬ 
matic field coincided with the decline in 
the foitunes of his wife in BJP politics. 
Caught up in the factional fights in her 
party, Sushma Swaraj was first .shunted 
out from the information and broadcasting 
intnisiry in the union government by her 
n val taction that dominated the BJP which 
nominated her as the chief minister of 
Delhi knowing well that she would last 
just a few months hcforu the assembly 
elections Forced to make way for a 
Congress chief minister after the defeat 
of the BJP in the Delhi assembly clec- 
iions, Sushma Swaraj has been further let 
down by her parly which has refused to 
nominate her to her old constituency in 
New Delhi in the coming Lok Sabha 
elections. 

In what kxiks like a proxy-war. Swaraj 
Kaushal has now come out with a long 
«atcment in the press openly accusing 
prime minister Vajpayee of thwarting his 
efforts to bring the peace talks with the 
NSCN-IM to a suc(.e.ssful conclusion. 
Stating that he had initially kept “domestic 
politics at bay as this was a negotiation 
on behalf of the country". Kaushal says 
of Vajpayee “He has no perception of the 
problems oi the north-east You should 
never go back on your word Unfortu¬ 
nately. this pnme minister has no respect 
for his word.” 

Incidentally, the last talks with the 
NSCN-IM leaders were held by Kaushal 
at the end of March this year - after he 
had given in his Te.signauon on Much 22. 
This leaves u» with several questions. 
Having already resigned from the position 
ISl a negotiator, was he being honest in his 
negotiations with the Nags leaders at his 


last meeting as a representative of the 
government of India? What importance 
can the NSCN-IM leaders be expected to 
attach to any assurances or commitments 
that he might have made at that meeting, 
now that hisresignation has been accepted'* 
Has it not eroded the credibility of the 
Indiui government in the ongoing peace 
talks in Nagaland** But more important. 
Swuaj Kaushal owes an explanation to 
the Indian public about the senous alle¬ 
gation that he had made about prime 
minister Vajpayee that he “has no respect 
for his word” Surely we have a right to 
know what assurance the prime minister 
had given him on which now he had “gone 
back” 

TECHNOLOGY TRANSFER 

Backlash of Sanctions 

SANCTIONS have become a major tool 
of foreign policy and are resorted ui by 
various couiitncs. particululy the develop¬ 
ed ones, in pursuit of then policy objec¬ 
tives Usually resort is made to .sanctions 
by way of penalty against certain actions 
of countries which arc considered to have 
cither violated certain international norms 
OI to have adversely affected the security 
or economic intcmsts of the countries 
imposing sanctions 

By Ihcir very nature, sanctions imposed 
internationally affect relations across 
borders, be they in the form of movement 
of goods and services or human beings 
Whatever be the nature of the movement 
that IS sought to he lestnctcd thniugh 
sanctions, one major objective is to restrict 
transfer of technology Technology trans¬ 
fer can, and does, take place cither through 
movement of goods which embody 
technology or through transmission of 
know-how by sale of services 

The question of restncting technology 
transfer arises precisely because some 
countries uc more advanced in certun 
technologies than other countnes. The 
countries which arc technologically more 
advanced have thus an advantage over 
others and it is this advantage which gives 
the technologically advanced countnes the 
power to impose sanctions in pursuit ot 
their policies. 

Sanctions arc thus basically reflective 
of the power ot the stremg against the 
weak. However violative oi widely ac¬ 
cepted norms the actions ot a stnmg, 
country itself may be. the weak countnes 
have no power to apply sanctions, mit 
even collectively, again.st the stronger 


nation. This is specially true with respect 
to technology transfer. 

It IS in this context that the reported 
recent observations of the liS official, 
William A Kcinsch, with special ivtciencc 
to India acquire significance According 
to Rcinsch, “Washington is no longer in 
a position k> impose sanctions and deny 
hi-tech gixHis to India as it has scientific¬ 
ally advanced enough to make them” 
Citing the example of supercomputers, of 
which the US tried to ban export to India, 
the end result oi the ban was that India 
had become fully capable oi making them. 
Rcinsch IS reported to have told the con¬ 
ference convened by the Bureau ot Export 
Administration that "China as well as India 
and others have [now{ the capacity to 
make the machines thcm.scivcs” Of course, 
he derived satisfacUon from the fact that 
while the machines China. India and others 
have started making themselves “do not 
and cannot” compete with thu.se made by 
I IS companies, these machines can “func¬ 
tion at performanc'c levels sufficiently high 
to pmvide the milituy capabilities they 
seek” But. what he evidently left unsaid 
was that in the pnKess the US compames 
get to lo.se the muket for such machines 
in countries like China and India 

It IS cleu that while the countnes ad¬ 
vanced in technology have the power, to 
start with, to restnet technology transfer 
to countnes not sufficiently advanced in 
technology, sanctions against technology 
transfer can ultimately be counter-produt - 
tivc, if pursued beyond a point, llien the 
countnes denied access to higher techno¬ 
logy uc bound to try uid develop their 
own substitutes to the maximum extent 
possible, while in the intenm trying to 
obtain whatever technology is po.ssible to 
procure from the developed countries not 
so stnet in the imposition and enforcement 
sanctions Of course, this applies only 
to sanctions agunst technology transfer, 
but also to tho.se against transfer of goods 
and services in general. 

Obviously, the US adniincstration is 
beginning to gradually realise that iLs 
sanctions, particularly those directed 
against technology transfer, arc going to 
affect adversely the muket lor US firms. 
Of course, since the purpose of sanctions 
is often not so much to achieve concrete 
results as to make a statement in res¬ 
ponse to whatever action on the part of the 
tugeicd country is considered offensive 
or in violation of international norms, it 
IS only natural to ensure that the interests 
of the country imposing sanctions is least 
harmed 
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CURRENT STATISTICS EPW Research FonndatioB 


A contfHcuiiaa ■kpeci ttl the cunmt ectmomic ucne been the drj»lk rcduLbtMi in Ur repmifld infltUiMi An lauMuaUy Inw annun] me oM 6 pcf cent m WPI n|niRii II2 per crm in the 
pievwai pcrwd hu been inrBcly ctMitnbuied hy pnnury anidn hUiiiwinf Uie leponeil inurue* in Afncuhural ontpiH in 19yfl-9U and enpeeiniMM of n bumper crop nguMi dunag IWI9'2000 Tbe 
price me of I H per cent m ftind Miii,lrv and an aMdluie fall nf fl K per cent m mm fuod article* m the pail 12 mnnihs cirnipaicd with curra^KMiduii increaiev iif IS per ceni and H per cent, 
m^rctivrty, in Uie ptevmuc year ThcM* are also pelting reftecied in a skiw down in m inciraKC With tubnantially increamd pruiurement oS wheat, fimditoeln are leaetog imcumfurlrfile to v rti 
m Um abaniee id* any prugramnir to ttep up olt-l^c 

Macroeconomic Indicators 


WcightR 


Vinaiioo (Percent) PMnt-io-Pomi 

Overl2Momhg Fiscal Yeai So Far 1998-99 1997-98 1996-97 1995-% 
Latest Previous 1999-2000 1998-99 
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58 
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69 

48 

64 

78 


_ Viinalion (Per Cent) Pomt-to-POint _ 

Over 12 Months Fiscal Year So Far 1998-99 1997-98 19%-97 1995-% 1994-95 
Latest Previous 1999-2000 1998 99 
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24 
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92 
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26 
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07 
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IndcK Numbers of Wfaolewle ^ 
Prices (1981-82 < 100) 


All Commodities 
Pnmaiy Aiticles 
Food Articles 
Non-Food Ancles 
Fuel, Power. I.ighl and Lubrisants 
Manufactured Panels 
Food Products 
Fdod Index (computed) 

All Commodities (weekly avcidgr basis) 
(April VJuly 17. 1999) 


Cost of Living Indices 


Industrial Workers (I9K2«I00) 

Uiban Non Man F,mp (I9ll4-K.5s>100) 

Agri Ldh (1986-87s>IOO) (Link (actor 5 m 


Money and Banking (Ks crore) 


Money Supply (MO IOI1979si> 9187(09) 156899(183) 47829(50) 36796(4 5) 145865(178) 118436(169) 97841(162) 

Cunrency with Public 182174 -3589(1 9) 26046(167) 12055(7 1) 10124(69) 24115(165) 139)7(105) I382<^II7) 

Deposit vnlh Hanks K26459e' 1026.5(1 3) 130033(18 7) 34341(4 3) 25686(3 8) I2I479118 I) 104174(18 4) 84162(175) 

Net Bank Credit to Govt 415838 8372(2 1) 49238(134) 29165(75) )6a()K(l()9) 5608(8170) 41973(145 ) 30840(120) 

Bank Credit to CommI Sector 494339 6989(1 4 ) 595450 3 7) 73%() 5) 2056(05) 54204(125 ) 564310 5 0) 316.59(9 2) 

Net Foreign Exchange Assets 153848 -346(~02) 28180(224) 5213(35) -902(-07) 220640 7 4) 21072(20 0) 23356(28 4) 

Reserve Money (July 16) 264538 - 3669(-l4) 36792(162) 5317(2 1) 1344(06) 32RI80 4 5 ) 26417(13 1) 5527(28) 

Net RBI Credit to Centre 5 155737 -2778( 1 8) 3400(22) 10321(7 1) 18721(140) 11799(8 8) 1291.5(107) 1934(16) 

RBI Credit to Sks/TommSetUir 23794 255(1 1) 9464(66 0) l694(-66) -952( 6 2) 10205(66 8) 20290 5 3) -15557(-540) 

Scheduled (2ommeicial Banks (July 16) 

Oeposiu. 7338()8(* 2359(0 3) 115136(18 6) 24716(3 5) 20188(14) 118837(199) 928350 8 4 ) 71780(165) 

Advances 372715 70(XHI9) 49319(153) 6711(1 8) -683(.02) 419240 2 9) 456770 6 4) 24387(96) 

Non-Food Advames 350018 6722(20) 44323(14 5) 831(02) 5899(-19) 37593(12 1) 40790(15 1) 26580(109) 

Investments ((inr SLR puiposes) 279077 5913(22) 43033(182) 24958(98) 17319(79) 35414(162) 281920 4 8) 257310 5 6) 

Commetual investments and 

bills rediscounted with FIs 51909 1148(2 3) 15954(444) 3165(65) 40900 2 8) 16879(53 0) 12324(63 1) 4168(27 1) 

9’ Includes Rs 17,945 crore on dccouiii of priKceds from RJBs smee August 28, 1998, excluding them the year-on-year and the 1998-99 fircal year growth ul money supply 
wuuM be 16 2 per cent and l.56pcrcent,re!ipxtivcly Iakcwise, bank deposits without RIBs grew hy lS7perceniaixl 15 5 per cent, respectively S after cksure of govtacuxuils 


Index Numbers of Industrial 
Productloii (199.3-94wl00) 


Weights 


1998-99 


1997-98 


Full Fiscal Year Av 
1996-97 


1995-96 


1994-95 



Capital Market 


B.SF. Sensitive Index 0978-79t>|(X)) 
BSH ItX) (1983-84=100) 

BSE-200 (1989-90=100) 

S and P CNX-50 (Nov 3. 1995=1000) 
Skmdia GDR Index (Ian 2. I995;s|000) 


Foreign Trade May 


Fjcpons Rs crore 
USSnrn 
Impons Ks crore 
US S mil 

N<in-POL US $ inn 
Balance of 3 rade Kxciore 
US 5 mil 


Year 1999-2000 So Fai 1998 99 
Ago 




4603(43 0) 
201.5(420) 
460(41 2) 
1326(41 4) 
883(38 I, 


4141 32l9(-24 2) 
1791 l4|9(-23 3) 
4i0 32S(-212) 
1188 938(-21 7) 

788 639 


2783 4281 
1242 1890 
289 429 
812 1213 
515 1015 


3740(-3 9) 
l65l(-2 7) 
380(08) 
I078(-3 5) 
653(-30 5) 


3893(15 8) 
1697(15 9) 
377(14 9) 
1117(15 4) 
940(1 I) 


_ Fiscal Year So Far 

1999-2000 1998-99 


_ Full Fiscal Year _ 

1998-99 1997-98 


22662(6 I) 
5301 (-0 5) 
28l77(-64) 
659I(-I2 3) 
5338(-l90) 
-5515 
-1290 


21364(5 9) 
5329(-5 4) 
30115(25 9) 
7512(12 5) 
6593(24 8) 
-8752 
2183 


141604(8 8) 
33613(-3 9) 
176099(14 2) 
41802(09) 
35928(10 3) 
-34495 
-8188 


130101(95) 
34976(4 5) 
154176(110) 
41449(5 9) 
32526(11 9) 
-24076 
-6472 


118817(117) 
33470(5 3) 
138920(13 2) 
39132(67) 
29096(-02) 
-20102 
-5663 


336i(-0 2) 
l464(-5 5) 
328(-5 0) 
%8 

930(-4 1) 


1995-% ■ 


1063.53(286) 
31797(208) 
122678(36 3) 
36678(280) 
29152(28.3) 
-16325 
-4881 


Forriipi Ksebange 
Reserves (excluding gold) 


Rs crore 
UStmn 


July 23. July 24. March 31. 
1999 1998 1999 


Vanation Over 


Ago 1999-iOOO 1998-99 


132375 102550 125446 831 
30600 24102 29530 284 


29825 6929 

6498 1070 


39 22935 2213-» 21649 -7302 18402 

-1874 3.554 3607 5243 -.3690 5640 


Aliirrt (i) Supersiript numeral denotes month to vdiich figure relates, e g. tupenrnpt 3 stindx for March, (ii) Figures in bracken ire percentage vanauons over the specified 
nr over the comparahle period of the previous year nrg negligible * unchanged 
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Agricultuie 

1 Rainfall <35 Meterological divtsions) 

1999 

1998 

1997 

1996 

1995 

1994 

1993 

1992 

1991 

1990 






June-September 






Exoess/Normal 



31 

32 

.32 

33 

25 

31 

32 

27 

32 

Deficient/Scanty^ 



4 

3 

3 

2 

10 

4 

3 

8 

3 






March-May 






Exoess/Nornial 


6 

23 

29 

17 

15 

21 

23 

8 

14 

.30 

DeTiaeni/ScantyAiil 


29 

12 

6 

18 

20 

14 

12 

27 

21 

5 

1 Production 1999-2000 

1998-99 

1997-98 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1 (Agncultural year) (I^D|ectcd)(Eiitinialed) 










Total Rxxlgrains (nui tonnes) 

205 1 

2025 

1924 

1994 

1804 

1915 

1843 

179 5 

168.4 

1764 

1710 

Khanf 

104 K 

102 7 

101 1 

1039 

95 1 

101 1 

l(X)4 

I0I.5 

916 

994 

1010 

Kohl 

100 3 

99 8 

91 3 

95 5 

85 3 

904 

83 9 

780 

76 8 

77 0 

700 

Total Rice (mn tonnes) 

860 

84 7 

82 3 

817 

77 0 

81 8 

80 3 

72 9 

74 7 

74 3 

736 

Khanf 

- 

. 

716 

713 

67 9 

726 

707 

65 3 

664 

66 3 

659 

Rabi 

- 

- 

107 

104 

9 1 

92 

96 

76 

83 

8 0 

77 

Total Wheat (mn tonnes) 

720 

710 

65 9 

69 4 

62 1 

65 8 

59 8 

57 2 

.55 7 

55 1 

49 8 

Total Coarse grains (mn tonnes) 

316 

309 

31 2 

34 1 

29 0 

299 

30 8 

366 

260 

327 

.34 8 

Total Pulses (mn tonnes) 

1S5 

15 9 

13 1 

14 2 

123 

140 

13 3 

128 

120 

14 3 

12 8 

lOianf 

- 


44 

5 5 

4 5 

47 

54 

56 

44 

5 4 

55 

Rabi 

. 

. 

87 

87 

77 

94 

79 

72 

76 

89 

73 

Oilseeds (mn toraics) 

25 8 

25 7 

22 0 

244 

221 

21 3 

215 

20 1 

186 

186 

169 

Sugarcane (mn tonnes) 

3(H) 0 

2900 

276 3 

277 6 

281 1 

275 5 

229 7 

228 0 

254 0 

241 1 

2256 

Raw cotton (mn hales of 170 kgs] 

150 

127 

11 1 

142 

129 

119 

107 

114 

9 7 

98 

114 

Jute and mesui (mn hales ot 18) 


93 

11 1 

112 

88 

9 1 

84 

86 

103 

92 

83 

Tea 1 nm kgs) (colander year) 

8001) 

870 4 

8106 

780 0 

753 9 

743 8 

7580 

703 9 

742 0 

7200 

684 0 

Coflec dim kgs) 

2900 

230 0 

228 0 

2050 

223 0 

1800 

208 0 

169 0 

1800 

1700 

1180 

PnK'uiemcnt of Poodgniins 

UoloMay It) 










(mn tonnes) 

1<W9 

1998 

1998-99 

1997-98 

19964)7 

1995-96 

1994-95 

1993-94 

1992 93 

1991-92 1990-91 | 

Total (Apnl-March) 

23 2 

21 8 

- 

216 

204 

22 2 

25 0 

27 2 

■BRXl 


mm 

Rice (Oct-Sep) 

10 2 

13 1 

- 

143 

122 

99 

13 1 

144 

■hi 


■SI 

Wheat (Apr Mar) 

129 

87 

127 

9 3 

82 

123 

119 

128 

■HI 

jHQEl 

■1 

Ofltakc ofFtHxIgrains 












(mn tonnes) (Apnl March) 



1998 99 

1997-98 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 1990-91 1 

Total tinci coarse grams) 



20 7 

19 1 


26 8 

194 

179 

172 

19 2 

16 1 

Rice 



118 

114 


140 

89 

90 

94 

10 4 

79 

Wheat 



89 

78 

13 3 

128 

106 

89 

73 

9 1 

82 

Hixx) Stocks with Oovt Agencies 

As on 1st Anril 










1 (nm tnnne&) (a!i at the end of pmod) 1 

1998 

1998-99 

1997-98 

1996-97 

1995-96 

1994 95 

1993-94 

1992-93 

1991 92 1990-91 1 

Total (inci coarse grains) 

21 7 

18 1 

22 8 


■31 

20 8 

26 8 

20 5 

147 

122 

mm 

Rice 

117 

13 1 

120 


■iS 

13 1 

18 1 

13 5 

no 

98 

■B 

Wheat 

99 

5 1 

108 

Wa 

HEu 

78 

8 7 

70 

3 0 

24 

■■ 

Industrial Production | 

InfrasUuciure indusUies 

1998-99 

1997-98 

1996-97 1995-96 

1994 95 

1993-94 I99'> 93 

1991-92 

Coal (mn ms) 

290 0(-2 0) 295 8(3 6) 

285 7(5 8 ) 2701(6 5) 253 7(3 2) 

246 0(3 4) 2.38(3 9) 

229(8 3) 

Electricity generanon (mn kwh) 

448406(6 6) 420622(66) 

394488(3 9) 37%84(7 2) 354025(9 5) 

323323(7 4) 300989(5 0) 286700(8 53 

Hydel 

82619(109) 74476(8 6) 

68609(-5 0) 72223( 12 5) 82511( 17 3) 

70331(08) 69776(-3 8) 725.59(14) 

Thermal (incI nuclear) 

365787(5 7) 346146(6 2) 

325879(6 )) 307461 (14 5) 268514(6 1) 

253012(94) 231213(8 0)2141.50(11 1) 

Plant load factor (per cent) 


646 

647 

644 

63 0 

600 

61 0 


- 

Crude petroleum (000 tns) 

32909(-28) 33858(7 3) 

3I54U-8 7 ) 34563(7 2) 32239(1.-2) 

2701.5(0 3) 26945(11 2) .3()340(-8 2) 

Petroleum products (000 ms) 

68560(5 2) 65166(3 6) 

62814(7 2) 58.578(3 6) 56534(3 9) 

54.344( 1 6) 53487( 10 6) 4X350(-0 4) 

1 Ftmshod Sled (main (dants) (000 tns) 2405o(-1 5) 24413(06) 

14211 (1 6) 13982(8 9) 12839(8 3) 

11860(47) 113.3.3(7 2) 10570(-l 1) 

Cement (000 ms) 

87840(5.6) 83160(9 1) 

76176(9 9) 69309(112) 62355(76) 

578.3.3(6 8) 54l4(H-05) 57100(40) 

Fertilisers (000 ms) 

13548(37) 13061(17 1) 

11155(1 6) 11335(8 6) 10438t 15 4) 

9046(-7) 972.3( 1 4) 9860(91) 

Revenue earning goods tralTic 












on milways (mn tns) 

4209(.20) 4294(5 0) 

409(4 6) 391(7 0) 

365(4 0) 

351(03) 350(3 6) 

3.38(6 2) 

Employment 


Atml-December 



Apnl - March 





Employment Exchange Statistics(000) 

1998-99 

1997-98 

997-98 

1996-97 

1995-96 

1994-95 

993-94 

1992 93 

1991-92 

1990-91 

Number on live legisler (end-penod) 

400810 

301300 

39187 0 

.37631 0 

368250 

36635 0 36039 0 

.36306 0 

36.5520 

348900 

Number of legismmons 


4902 0 

49850 

59360 

5943 0 

5883 0 

5931 0 

5667 0 

51000 

6079 0 

64040 

Number of placenienis effected 


1690 

1970 

261 0 

2520 

2190 

2120 

2160 

229 0 

2591) 

253 0 

Placements as perceiuage 


34 

39 

44 

4.2 

3.7 

36 

38 

45 

4 3 

40 

to legistnibons 













Ntae Figures in brackeis are percentage vanaiions over the previous penod 
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COMPANIES 

RELIANCE INDUSTRIES 

Integration for Growth 

CORPORATE giant Reliance Industnes’ 
steady growth can be attributed to the 
following- successful harnessing of project 
management skills.syncrgics, scale econo¬ 
mies and operational excellence The 
company has managed to cieate cost lead- 
ership through the huge economics of scale 
that It enpys due to its si/c Over the years 
it has integrated vertically to build its 
manufacturing and marketing clout 
through massive investments in the petro¬ 
chemical sector. The company's main 
advantage is that it has a presence over 
die value chain - it makes polymers and 
chemicals, fibres and fibre intermediates, 
textiles and branded readymades. The 
company's strategy of setting up or ac¬ 
quiring firms in line with its business has 
resulted in a combination where each 
downstream firm is .supplied raw materi¬ 
als by another upstream umt from the 
group - a perfect backward integration. 
While the inter-firm supplies help lowei 
costs, these firms also supply matenal to 
major non-group companies in different 
industries, helping Reliance to buffet the 
effects of busmens cycles 

Reliance is the fifth largest polye.stcr 
.staple fibre pnxiuccr and the .sixth largest 
polyester filament yam manufacturer in 
the world However, its position among 
the top ten has not made Reliance com¬ 
placent and Its liK'us on constant growth 
continues Thecontpany recently unveiled 
plaas to invest up to Rs 1,000 cmre every 
year tor the next three years for doubling 
Its polyester manuf aclunng capacity This 
move has been initiated in order to lake 
advantage of the growth in the polyester 
sector, where Reliance is already a market 
leader This project is expected to make 
the company one of the most competitive 
players in the world The expansion 
programme will be funded through inter¬ 
nal accruals, and is expected to make the 
company one of the top three international 
polyester producers. 

The company has foiecast a 20 per cent 
compounded growth in earnings per share 
and a return of 20 per cent on sharehold¬ 
ers' funds over the next five years To 
supplement its efforts and meet its target. 
Reliance plans to deploy cash flows in 
strategic acquisition opportunities, debt 


reduction and make financially attractive 
investments in affiliates. 

Besides polyester, the company also 
plans to increase its existing capacity for 
purified terephthalic acid (PTA), where it 
IS the sixth largest producer in the world 
with an installed capacity of 9.75 lakh 
tonnes per annum and a market share of 
85 per cent 

The recent firming up of international 
petrochemical prices after the low levels 
touched last year, has placed the company 
in a comfortable position as far as earnings 
for the current year, 1999-2000, are con¬ 
cerned. Pnees of ail polymers and petro¬ 
chemicals have incrcas^ by at least 20 
to 40 per cent across the board since April 
1999. making the stock market bullish on 
the country's largest corporate body 

After improving its net earnings by 8.7 
per cent in 1998-99, Reliance seems all 
.set to touch new heights in the current 
year Its stock presently quotes at around 
Rs 180 on the bourses, discounting its 

1998- 99 earnings by 10 times 

TISCO 

Encouraging Prospects 

After witnessing three years of plunging 
margins, there seems to be a silver lining 
for Tata group flagship, Tata bon and 
Steel Company (Tisco). With international 
steel pnccs rising during the current year, 

1999- 2000, the company's first quarter 
results arc expected to be encouraging as 
the danger of cheap imports recedes. In 
fact, the company has already rai.scd prices 
by Rs 200-S00 a tonne effective from 
July I The turn in fortunes seems to have 
come at the right time, just when this Tata 
group company was bogged down due to 
the global excess capacity in .steel. This, 
coupled with political uncertainty, the 
economic ensis in vanous Asian countries 
and the weak economy in Europe, had 
taken its toll on the company's perfor¬ 
mance 'during 1998-99 with net profit 
falling by 12.4 per cent and sales lower 
by 2 5 per cent over the previous year 

Long known for its excellent employee 
relations, Tisco had to even cut down on 
Its workforce in order to survive hard 
times The company made use of the 
voluntary retirement route to reduce its 
workforce from 78,000 to 57,000 while 
spending Rs 500 crore on employees who 


EFW Reaearch Foundation 

took up this scheme. In order to ease the 
effect of this non-recuning expenditure on 
Its bottomline, the company has decided 
to amortise the cost of trimming its 
workforccoverapenod of ten years instead 
of the earlier stipulated five years. In order 
to strengthen its operating efficiency, Tisco 
has now decided to get out of non-core 
businesses, the strategy being to utilise tiie 
cash that is generated from selling off its 
unrelated business to further fund its main 
business. With this in mind, the company 
sold off its two cement-making units at 
Jojobera and Sonadih to Lafarge of France 
for a consideration of Rs 550 crore. Fur¬ 
ther, It has also decided to pull out of the 
mega alumina project, chnstened Utkal 
Alumina, which was a joint venture with 
three other promoters, namely. Indian 
Aluminium, Alcan and Norsk Hydro. U&al 
Alumina is sotting up a Rs 4,000-crare 
alumina project in Onssa and Tisco had 
pledged to pick up a 20 per cent stake in 
the Rs L600-crorc equity capital Tisco 
has also .sold oft its 25 5 million equity 
shares and 1 million nine per cent pref¬ 
erence .shares in bearing manufacturerTata 
Timken to Timken Company of the US. 

Mean whi Ic. Tksco has already completed 
Its Pha.se IV modernisation programme 
during 1998-99 to become the largest 
producer of stamp charged coke in the 
world Once a few auxiliary items are also 
commissioned, ail the coke produced by 
the company in the future will he thiough 
the stamp charge route Tisco also expects 
to commission its cold rolling mill by June 
2000 The steel project at Gopaipur in 
Onssa, however, has been kept aside for 
the time being as it lacks infrastructural 
facilities. The company has invested over 
Rs 1,600crore in doubling its capacity for 
hot rolled .steel and also installing cold 
rolling and finishing facilities aimed at 
catenng to the white goods and automo¬ 
tive segment. 

The encouraging price situation in the 
steel industry isreflected in the company's 
stock price which rules at around Rs 140 
on the bourses, discounting its 1998-99 
earnings by a comfortable 18 times. 

KESORAM INDUSTRIES 

Sluggish Demand 

Overall recession, poor government off¬ 
take and sluggish demand coupled with 
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Kellance 

InductriM 

Ttoco 

Kesoram 

ladostrics 

Financial Indlcaton 

March 

1999 

II 

S 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Inconc/appraprlalioni 
' 1 Net sales 

1262380 

IISI065 

556455 

570915 

.57589 

60292 

2 Value of production 

12471.37 

1187893 

561073 

571395 

57691 

61356 

3 Other Income 

59944 

32576 

9638 

11680 

5611 

5293 

4 Total tncome 

1307081 

1220469 

570711 

581075 

63302 

66649 

S Raw maienals/siores and 
spaies consumed 

796666 

797061 

134640 

128707 

17193 

19707 

6 (Ither manufoctunng expenses 

54609 

4.3421 

115681 

127099 

12428 

14018 

7 Remuneration lo employees 

35830 

30986 

94990 

93(39 

7109 

6920 

8 Other expenses 

91064 

63865 

121849 

122876 

1.3992 

13683 

9 Operating profit 

328912 

285136 

103551 

111254 

12580 

12321 

10 Interest 

72881 

50355 

360(K) 

32134 

6975 

6241 

11 Gross piofit 

258873 

229732 

69791 

70696 

5552 

6086 

12 Oepreciation 

85504 

66732 

382 IK 

34323 

5047 

4044 

13 Piofil hefitre tax 

17.3369 

I6.3U00 

31523 

363.3.3 

505 

2042 

14 Tax provision 

3000 

6300 

33(K) 

4125 

30 

200 

1S Profit aftei lax 

170369 

156700 

28223 

32208 

475 

1842 

Ih Dividends 

41441 

4(X)78 

16329 

I6I9K 

1213 

1501 

17 Reumed proru 

128928 

116622 

II894 

16010 

738 

.341 

Liabilitics/assets 

18 Paid-up capital 

118634 

II1985 

3(,797 

36756 

7028 

7128 

IV Reserves and surplus 

1118300 

1086275 

37‘>645 

(6973? 

28749 

29714 

20 Lmg-temi loans 

II 32328 

848135 

414089 

403391 

.385.55 

40848 

21 .Short term loans 

32703 

6598 

79804 

54523 

3396 

6161 

22 Of which hank borrowings 

32703 

6598 

34504 

47475 

14.57 

3661 

'* 3 Gross fixed assets 

220K8I6 

1991716 

l(K)32I7 

894852 

96417 

93788 

*24 Aicuinulalcd depreciation 

669193 

494447 

297359 

2648 IK 

39641 

34327 

2X lnvcntnric.s 

140861 

134396 

10165) 

1058 32 

10319 

10995 

26 total assets/liahililies 

28I56IM) 24.3879.3 

1142830 

1064070 

87168 

95X42 

Miscellaneous items 

27 F.xiise duty 

192946 

1893M 

71009 

72434 

10580 

11242 

28 Gross value added 

.314627 

278207 

203619 

186068 

19248 

18825 

2V lutal foreign exchange incoiiK 

96125 

56592 

66451 

71413 

NA 

1021 

30 Total loieign exchange outgo 

,565726 

517669 

136884 

122427 

4870 

2630 

Key fimmcial uihI performam-e ratioi 

31 Turnover ratio 

(sales 10 total assets) (•4) 44 84 

47 20 

48 69 

53 hS 

66 07 

62 91 

32 Sales lo total net assets (%) 

52 56 

56 07 

61 13 

66 05 

74 09 

71 90 

33 Gloss value added to 
gross fixed assets (96) 

14 24 

1.3 97 

20 30 

2(> 79 

19 96 

20 07 

34 Return on investment 

(gross prufK to total assets) (%) 

9 19 

9 42 

6 II 

n 64 

6.37 

6 35 

IS Gross profit lo sales 
(gross margin) (*X') 

20 51 

19 96 

12 54 

12 38 

9 64 

10 09 

. 36 Operating profit to sates ('4) 

26 05 

24 77 

1861 

19 49 

21 84 

20 44 

37 Profit before tax lu sales (%) 

13 73 

14 16 

5 66 

6 3( 

0 88 

3 39 

38 Tax provision to 

profit before tax 1%) 

1 73 

3 87 

10 47 

II (5 

5 94 

9 79 

39 Profit after tax lo net worth 
(return on equity) (%) 

13 77 

13 08 

6 78 

7 92 

1 .33 

5(K) 

40 Dividend {%) 

37 50 

37 50 

40 IK) 

40 IK) 

I5(K) 

20 (X) 

41 Earning per share (Rs) 

17 94 

16 37 

7 67 

8 76 

0 24 

2 85 

42 Book value per share (Rs) 

100 12 

96 83 

113 17 

no 59 

60 86 

62 29 

43 P^. ratio 

10 03 

NA 

18 25 

NA 

147 .56 

NA 

44 Debl-cquity ratio 

(adfusted for revaluation) (%) 

117 97 

92 07 

99 43 

99 24 

114 69 

IIK 52 

4.1 Short-term bank borrowing* 
toinventones (H) 

23 22 

491 

33 94 

44 86 

14 12 

33 30 

46 Sundry creditors to 
sundry debtors {%) 

7.31 83 

496 89 

97 96 

101 10 

71 97 

74 75 

47 Total remuneration to employees 
to value added (%) 

II 39 

II 14 

46 65 

50 (Hi 

36 93 

36 76 

48 Total remuneration to employees 
to value of production •%) 

2 87 

261 

16 93 

16 30 

. 12 32 

II 28 

49 Gross fixed assets fomation (%) 

12 66 

16 9.3 

12 II 

13 98 

2 80 

643 

50 Growth in inventories (9>) 

481 

21 83 

-.3 95 

1 72 

-6 15 

12.58 


N^- meank not available 


unremunerattve prices for both cemcnl 
and rayon have adversely affected the 
pcrionnance of the B K Birla-conirolied 
Kesoram Industries. While the company's 
sales weie lower by 4 S per cent during 
the year, 1998-99, the company's net profil 
plunged by 74.2 pci ceni ovci the previous 
yeai. 1997-98 Cement ciinoiHly conin- 
buies more than 55 per lent ol ihc aim- 
pany's turnover It has two cement manu¬ 
facturing plants, the Ke.soram cement 
division in Andhra Pradesh and (he 
Va.savadatlaceinent division in Karnatidca. 
with captive thermal power plants ot 15 
MWeacliaiidalotalcapacityot2 I million 
tonnes per annum Though cement pnees 
have been depics.sed. the mam cuipnts 
responsible lor the company’s poor per¬ 
formance are its textile, miraciory and 
tran.sparent paper disisions Kc-soram’s 
textiles division has been the proverbial 
millstone round its neck, by eating into 
the piotits generated by its cement busi¬ 
ness Over the last two years the textile 
division's .sales have been on the down- 
tiend Further, the high inanulactunngand 
raw material costs coupled with low .sell¬ 
ing prices oi Us priHlucis have constantly 
put piessurc on margins, bmmg the 
company to suspend the unit's operations 
The company' s rel ractorv di\ ision too has 
been under a lock-out toi some time 
Ironically, the company began its op¬ 
erations through the textiles unit and later 
diversified into lyres cement and rayon 
It later got out ol the lyres business by 
separating it into a consortium called Birla 
Tyres wheie it holds 20 per cent, with its 
wholly owned suhsidiaiy Bharat General 
having anothei 10 per cent 
To remedy the situation. Kesoram has 
now decided to transfer (he textile di v ision 
into a sepal ate company as pan of a ic- 
structunng scheme prepared by F.m I & 
Young However, getting a buyer for this 
unit IS expected to be diflicult i onsidering 
that the plant is liK'atcd in Calcutta and 
•he industry has not been in the best ol 
health of late The company is also on (he 
look out foi a buyer lot its iciractory 
business which has been adversely al- 
lected in the past due lo low oil take by 
the steel industry and delayed payment 
liom the government depaitnients The 
company's stock prc.sently quo(e.s at 
around Rs 35 on the bourses With cement 
pnees reportedly improving marginally 
in the current year, there could be some 
relief for the company, especially if its 
icstructunng plan.s go through without a 
hitch 
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CANADIAN STUDIES FEUXIWSHIPS FOR 2000.2001 

The Department of Foreign Affair* and International Trade, Government at Canada, through Shastri IndoK^anadlan Imtttute, 
invite* appHcation* from Indian Kbolan for Canadian Studies Faculty Research, Faculty Enrichment, and Doctoral Research 
Fellowships 

Eligibility; ApplitanUi in all uatcgoncs must be uti/ens or permanent retidents of India and pnificient in either English or French Repeat 
applications lor iocully awards will not he considcted until the objectives of the eailier award have been demonstrably achieved 

a. Canadian Studies Faculty Research and: b. Faculty Enrichment Fellowships 

These awards :irc intended to fund a visit to Canada of up to five weeks in duration to work on projects identified by the applicants 
The projects should lead to the publication of scholarly anicles in India in the case of research awards and the development oi courses 
on Canada in Indian universities in the case of ennehment awards Piefeience will be given to projects which focus on topics in the 
social sciences and die humanities and which lend themselves to enhancing tiie undersuinding oi Canada, or oi the Conada-lndia relationship, 
in India 

Applicants will normally he fulMimc members of the academic staff of a recognued institution of higher education or an eiiuivalent 
degrec-gioniing organization in India Faculty Research applicants may also he scholars at research and policy institutes in India or professois 
ementi Applicanis should hold a degiee equivalent to postgraduate qualification Applications will be considered from those without 
these fomul qualifications only il successful research and teaching experience can be demonstrated Applicants able to provide evidence 
of tlieir interest m or involvenwnt with Canada pnor to the application will he prefetred This may be denwnstrated by courses already 
given, rcscaich undertaken active membership in relevant organi/ations, etc 

Please note that all successlul applicants in Niih faculty categories will be required to attend a Canadian .Studies suminer-in,stitute'Cuin- 
oncntalion session for four days in May or June 2(KK) at a location in Canada to he announced and a one day onenlalinn workshop.in 
New IVIhi I he rcinaindei of tla* award penod will he spent working on the projects proposed in the applications 
c. Canadian Studies Doctoral Research Fellowships (('anadian .Studies Graduate Awaids) 

Ihcse awanis are* intended to fund research in Canada lor a period of up to ten months on the applicant's doctoral dissertation Preference 
will he given to applicants whose dissertations focus on topics in the social sciences and the humanities, which ore nuisi likely to advance 
undeistanding ol Canada in India Applicants must he enrolled as doctoral candidates in a recognized institution ol high education or 
equivalent dcgre'c-granimg orgaiiization and must expect to have completed non-thesis requirements of the Ph I) by the tiiiK the tenure 
ol tiie award loinnamces 

II. Shastri Indo-Canadian Institute, with funding from the Canadian Internationai Development Agency (f TDAJ, invites applications 
from established Indian .Scholars In the areas of Development and Environment, .Social and Economic Reform, Private-sertor 
Development, (lender and Development; for the following fellowshijis: 

a. Dcvciopmcnl Studies in Social .Sciences and Humanities: this leltowsliip cnahics ihe Indian Scholar to undertake research and 
related activilies on viuious dcvelopiiien' issues Ihiiation four months helween I Scplember 20(X) and I January 2001 

b. Women and DevelopmenI 

l) Faculty Research Fellowshi|>s: These icilowvhips enable the iaculty members ol Indian Colleges and Universities to carry out 
rese.irch in Canada Uuraiion lour months between 1 .Septemhei 20(X) .md I lonuary 2001 

II) Doeloral Research Fellowships: These fellowships ore intended to support research m Canada on the applicant's doctoral disseilalion 
Applicanis must he enrolled os diKtor.'il • aiididates in a recognized institution ol high education or equivalent degree-granting 
urgonizulion and must expect l\i liave completed non-thesis requireincnis ot ihe Ph I) by the time the tenure of the award commences 
Duration up to eight months helween I .September 2(XX) and I January 2001 

m) Pilot Project Award*: Ihesc awards make jiussible the preliminary exploration of a rixseareh proposal lhal gives p'omise ot 
substantial tunher development Duration up lo two months between I Jieptember 2(KX) and I January 2001 

iv> Visteing Lectureships: These fellowships enable Indian scholars to visit Canada for a penod of three weeks to give lectures 
and lo do some networking with colleagues in then academic area Duration three-week lecture tour in Canada between 
I September 2(XX) and i January 2(K)I 

c. Media Fellowships: These fellowships support Ihe research of mid level journalists in print and eicctionic media in Canada 
toi a period of lour months each to cxoloie in depth a developmental issue Duration four months between 1 .September 
2(KK) and I March 2001 

Since these award* are a part of the Institute’s Development Studies Programme, work to be carried out during the tenure of 
the fcllowshipa must have a clear developmental significance. 

General Rligibility: Candidates must be i) citizens or permanent residents of India, ii) have a clear and focused plan of work which 
can reasonably be impleincnicd dunng ihe leno'' of the fellowship, and tii) he prepared to leave for Canada no Inter than 1 January 
2(X)! It selected 

Vahie: i) excursion rate return air ticket between India and Canada, ii) Cdn $ SOO for books and personal effects, iii) a living and 
accommodation allowance 
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COMMENTARY 


Future of Uttar Pradesh: Need for 

a New Political Mindset 

* 

Jairam Ramesh 

Unless the basic political mindset in UP changes and unless the 
political class there becomes more concerned with fundamental 
administrative, social and economic issues, there is really no hope 
for the state. 


UTTAR PRADESH occupies the pivotal 
position in Indian society. The futuie of 
India is inextricably linked to what hap¬ 
pens or docs not happen in UP The 
.scenario, sadly, is bleak Other states arc 
moving forward. Southern and western 
states have always been business-like, 
progres.siveand forward-looking Instates 
like Tamil Nadu and Gujarat, political 
patties c1a.sh but on the basics of devel¬ 
opment there is consensus and amtinuity 
In recent years, even Raja.sthan, Madhya 
Pradesh and Orissa have made determined 
effuits to break out of economic and sixrial 
backwardness But not UP and Bihar 
BIMARU IS now just BIU. 

UP and Bihar claim that they arc being 
discnminatcd against and if only they had 
more money from the centre, they could 
also make faster progress This has some 
validity if population is used as the entena 
- and It IS not clear that it mu.st always 
be the determinant Even so, the question 
that UP and Bihar must ask of them¬ 
selves IS why in spite of their great poli¬ 
tical clout over the years, they have been 
unable to get these so-called injustices 
removed. 

.' The real reason why UP and Bihar arc 
different is because politics in these two 
states is diiferent from that in the rest of 
the country. Unless the basic political 
mindset changes here and unless the 
political class becomes more concerned 
with fundamental administrative, social 
and economic issues, there is really no 
hope for these two states. 

That the people of UP and Bihar are no 
different or no less industrious than their 
counterparts elsewhere is clearly borne 
out by die contributions that migrant labour 
fipm these two states is making in other 
states like Pui\jab IIP and Bihar are also 
among the more richly endowed states in 
terms of natural and mineral resources. 
Yet these are the most backward slates, 
^me of the problems they face are the 
burdens of history. Bat tlds ‘burden of 


history' argument is beginning to wear 
thin. The rest of India is unwilling to he 
dragged down by UP and Bihar. 

In a recent book. Quest for Power, 2kiya 
Hasan says that the national Congress 
leadership has made colossal mistakes in 
UP She lays the blame for the Congress’s 
present miserable position in UP at the 
doors of the national leadership that saw 
UP as a ‘jagirdan’ 

Hasan’s thesis is ihat on the three critical 
issues of class, caste and community, the 
Congress has de.stioyed itself. The reason 
why It waffled was that the UP Cnngre.s$ 
was dominated by conservative upper 
castes who played to the tunc of New 
Delhi and were simply unwilling to share 
power with new, emerging groups. Ac¬ 
cording to Hasan, the Congress io,st the 
class issue relating to farmers’ interests to 
Charan Singh, the caste issue to Kanshi 
Ram and Mulayam Singh and community 
issue to the BJP and Mulayam Singh 

The upper caste character of the Con¬ 
gress in lip reflects the numcncal strength 
in the .state. Upper castes in the south and 
in states like Maharashtra constitute just 
3-S per cent of the population and hence 
the social transition was relatively ea.sier 
But in UP the.se castes account for any¬ 
where between IS and 25 per cent of the 
population and unlike in other states have 
been powerful landowners as well. But 
while acknowledging this demographic 
reality we must also acknowledge that no 
serious eflbrt was made to develop and 
sustain new leadership across all commu¬ 
nities. The growth of the BSP in the .state 
IS a direct reflection of the Congress’s 
unwillingiKss to give positions of author¬ 
ity to dalits who account for 21 per cent 
of the state’s population. 

Harold Gould has shown how the 
Congress repeatedly made compromises 
with communal ideologies in UP. Even 
great personalities like G B Pant arc nut 
spared in Gould’s books and the way Pantji 
used communal elements to destroy 


Acharya Narendra Deva in 1948-49 is a 
chilling reminder that there has always 
been a strong communal strain in the UP 
Congress. The compromises made by the 
Congress while fighting communalism in 
UP, particularly in the way it has managed 
the law and order and police administra¬ 
tion, have also been .studied in detail by 
other .scholars like, for exmnple, Paul Brass 
in his recent book Theft trf an Idol. 

The Congic.ss suffered its first .senous 
electoral reverse in UP in 1967 But no 
lessons were learnt from that since very 
soon It returned to power in a national 
wave After that, UP got caught up in the 
politics of waves - sometimes these waves 
woiked in favour of the Congress and 
sometimes they went against it. Tlicre arc 
many m the UP Congress who are fer¬ 
vently praying for another wave This may 
or not happen. But thi.s dependence on 
‘charismatic’ figures will get the Congress 
nowhere The party faces a deep institu¬ 
tional crisis in UP that no one individual 
can resolve 

In recent months, ihcrc has been much 
thinking on h6w to rebuild the Congress 
in UP But there is need for a mirid.set 
change in quite amither dimension. And 
this relates to the economic agenda fur UP 
Liberalisation and pnvatisation are im¬ 
portant hut are not the solutions to UP’s 
real problems They are important to create 
an environment for investment and growth 
but the most cntical requirement is a new 
vision for public investment, lor the struc¬ 
ture and role of government and for 
governance itself Kerala is mited for its 
literacy programmes, Tamil Nadu for its 
nutrition schemes, AP fur its hi-tech zeal. 
West Bengal fur land reforms and 
decentralisation, MP for its commitment 
to primary education and rural develop¬ 
ment, Maharashtra for its employment 
guarantee scheme and its pro-business 
approach and Gujarat for its dairy co¬ 
operatives and Its entrepreneurial cnvi- 
n<nmcnt In SO years, is there anything that 
stands out in UP’t Is there one ‘big’ idea 
that IS UP’s cnntnbution to the theory and 
practice of development'^ Is there one 
programme that makes I IP an example to 
the rest of the country''The aaswer, sadly, 
must be in the negative 

Too Bio and Unwiujiy'' 

Any discussion on the future of Uttar 
Pradesh must begin by addressing the 
question - has UP simply become too big 
and unwieldy to he able to be administered 
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ctYcciively? There is a growing sense of 
frustration with HP’s size and the con¬ 
straints It appears lu he imposing on ef- 
Iccli VC governance. This is a stale of almost 
I.MX) lakh population and growing by 
about .HO lakh every ycai This is a state 
having li(.H districts and 18 lakh employees, 
tlie same numbci as that in the central 
government it railways and P and T 
employees arc excludtki This is also a 
state of enoiinous divcisity 

In his note of dissent to the rcport ot 
the .Slates Rcoigamsation ('omniission 
way hack in I4S.S. K M Panikkar had 
pointedtiutthal lorthe sutcesslul working 
ot any Icdeiation, the Lonstitueni units 
should he laiily evenly balanced Unloi- 
tunalely, Panikkar wiote, the Indian 
Constitution contains no piovision to 
counteract the dominant influence of one 
powerful slate and expressed his appre- 
liension that the rccommendalion to keep 
UP together as one unit would, in the long 
run, prove dctnmental to the iniciests ot 
both UP and the country Me demolished 
the aigumenis that tormed the basis ol the 
letommendation -th.ii UPioiins the cita¬ 
del of Indhtn cisihsation. lh.it UP is ho 
inogeneous and th.u laige si/e will lead 
to economy in .idminisiration 

raiiikkarsalternativepropos.il - a slate 
of Agra (.onsisiing ot the Meerut, Agra. 
Kohilakhaiid and Jhansi divisions ol UP 
and the districts ot Dalia. Bhind, Morena. 
(iwalioi and Shtvpiin Iroin the present 
MP - Itself .seems impiactical and tnlea- 
sible Si/e by itself does not guarantee 
efficiency We base the example ot many 
small states in the country wlH’n' politics 
IS unstable the administration incompe¬ 
tent .ind the economy in a mes. 

But the question we must addiess is 
whether HP's pieseni si/e has crossed the 
limit ot maiiageahihty even after allowing 
tot the foimation ot Uttarakhand Even 
assuming that UP cannot and should not 
be biokcn up further, the issue ot how to 
govern suih a laige state remains It is 
assumed all loo easily that panchayats and 
nagarpalikas will solve the problem 
Decentiahsalion is essential and if we 
have adiniiiistiatively and financially 
siiong loial bodies m rural and urban 
areas, no doubt many ot the disadvantages 
ol laige si/e will Ire oscicomc to a large 
esieiii 

UP IS a variegated land Eac h rcgion ot 
the stale has Us own political, .social and 
rtonoinii. history One ol the mistakes 
made in national pLinmng in the last .SO 
yi'ars is to view I iPas one undiflercntiatcd 
mass Within UP ilsell, Iherc has been 
haidly any correlation between resource 
flows and the degree of backwardness of 


a region or a district Thus, even if the 
funher reorganisation of UP is ruled out 
we must begin to look at solutions to UP’s 
piohlems in a more regionally-focused 
manner than has been done so far It is 
true that two Vikas Nidhis - one tor 
Pixirvanchal and another for Bundelkhand 
• were set up in 1990. But these nidhis 
have been able to mobilise less than Rs 50 
Cl ore so tar The que.stion is whether in 
the present structure of UP. the problem 
of regional dispanties within the stale 
will ever get addressed on the scale it 
ought to’' 

Laige parts of UP aic backward There 
arc 17 districts that arc among the l(X) 
pootesi and the most backward in eveiy 
respect in India. Thc.se include Sitapur. 
Ilaidoi, Unnao, Rae Barcili, Jalaun, 
Lalitpur, Hamirpur. Banda. Fathepur, 
Praiapgarh, Bahraich, Batahanki. 
vSiddhaithnagar, Maharajganj, Jhansi, Mau 
and Kanpur Dehat In addition to these 
districts, all social indicators - age ai 
marriage lor girls, proportion ot married 
females in the 1.5-19 age group, infant 
inortaliiy, birth rates and female literacy 
- aie lagging behind severely in Busti. 
Uudaun F.lah. Cionda, Jaunpur. Lalilpur. 
Pihbhii, Shahjahanpur, Dcona. Azatngarh, 
Mir/apur, Moradabad, Kanipui and 
Bareily These .HI dislncls arc a complete 
/one ot darkness where the progress on 
social indicators is very, very slow which 
bungs no ciedil to us as a country The 
LUirent adinini.slrative structure is totally 
inadequate lodcal with the cnoi nious chal¬ 
lenges m these distncis 

DIMOCRAWIIC D1.SASII.K 

Tiic second basic issue that hwms large 
in any dcscussion on UP relates to popu¬ 
lation growth Our entire economic and 
political sy.stcm is based on population 
More the population, more the money that 
(lows from Ihe centre More the popula¬ 
tion, greater the rcpreseiUalion in parlia¬ 
ment The inceniives for population con¬ 
trol arc conspicuou.sly absent Yet, states 
like Kerala. Tamil Nadu. Himachal 
Pradesh. Goa and Andhra Pradesh have 
surged ahead and arc controlling growth 
in pomilatiun m a humane and democratic 
manner. They arc now worried that they 
will be penalised lor iheir successes while 
Uliar l^adesh gams in every wtiy trom the 
mcxoiahle ri.se in its population 

UP's population growth rate is ju.st not 
declining in any significant manner. A 
growth rate of 2.29 per cent during 1971-81 
declined to 2 27 per cent during 1981-91 
According ui present trends, UP will 
nui reach the replaccmeni level of fertility 


of 2.1 in Ihe next 100 yean. Abou 
20-25 years after reaching this replace 
Rient level of fertility, the populaiioi 
stabilises and slops growing. UP's popu 
iation does not look like stabilising till thi 
year 2140, at least. Even Bihar will react 
the transition point by 2060 or so. Hm 
is a recipe lor disaster on all fronts. We 
arc now looking ai a UP of around 25 crore 
hy Ihe year 2025. that is in just 25 yean 
from now. 

Kerala, Tami I Nadu and Andhra Pradesf 
followed different routes to controllini! 
population growth but what is commor 
to them IS the cxtraordinanly high degree 
ol commitment made by the politicians U 
the cau.se of family planning, primary 
education, nutrition, tood security, 
women's welfare and public health. Thes.. 
issues do not figure in Ihc agenda of the 
politicians of I 'P and it is a colossal trag 
cdy that even the parties that claim to tu 
the advocates ot social jastice and em¬ 
powerment in UP - the BSP and the SI 
- do not .speak this language This is : 
paradox for which wc mu.st lind an cx 
planatiun In (he south and (he west, cm 
powermen! has meant cducalum and so 
cial reforms In UP, n means peilitica 
power One ot (he reasons ten this is iha 
the elite in UP, unlike in Tamil Nadu am 
Maharaslitia, have Ihcmsclves not beei 
gieai champions of edueation and socia 
ictoiins 

Surveys show th.it women aeross tht 
stale cutting aei o-sscasle and leligion desm 
smaller iamilics but this demand is |us 
not being met Population planning is jus 
nut about government schemes and socia 
progtammes, important as they are. It v 
fundamentally about siKial mobilisation 
about engaging community leaders 11 
continuous dialogue, about netwoikinj 
with .social activists and NGOs. abou 
spreading public education and creatii]} 
greater awareness and lostenng a politica 
environment that sends signals down thi 
line that UP just cannot survive, and b' 
definition India al.so cannot survive, i 
present demographic trends continue 
unchecked. The world's larges* tainil' 
planning project is being run with U' 
a.ssistancc in UP. But tlic project ha' 
made little headway UP's demographs 
trends arc reflecting themselves in diversi 
ways, the most dramatic of which lies n 
the continuous fall in the average si/.e u 
farm holding which today is less than 2 - 
acres In the ea.stern region of the state 
the average size isju,st 1.5 acres. Sevenii 
five percent of farmers in UP are margin > 
farmers with holdings below 2.5 acres 
These need a special locus. This alsi 
shows that oft-larm economic activiiu- 
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need to be promoted on a veiy large scale 
since there are limits to what farms can 
absorb. 

UP's demographic disaster is also re¬ 
flecting in the gnm employment situation. 
According to projections made by the 
Planning Commission recently, UP faces 
ihe prospect of increasing unemployment 
and a high rate of growth in the labour 
force over the next eight to 10 years, the 
only other states in this category being 
Bihar and Rajasthan The nature of un¬ 
employment IS also changing - already, 
close to half of tho.se unemployed in UP 
are ‘educated’ showing that mere expan¬ 
sion of special wage employment genera¬ 
tion programmes like the JRY will not be 
sufficient 

In order to provide full employment 
over the next live years. UP has to create 
some 160 lakh additional employment op- 
ponunities or about 32 lakh additional 
jobs every year During the Eighth Plan 
(1992/93-96/97) rough estimates arc that 
6 lakh additional employment oppoituni- 
lies weie generated Thus, on a conseiva- 
tive basis, the annual rate of employment 
generation has to increase fivefold lo 
'A cp pace with the increase in population 
This i.s highly unlikely and mosi unprac¬ 
tical llie rale of economic growth dunng 
the Eighth Plan in UP was 3.4 per cent 
At this rate ol growth, UP is sitting on a 
volcano At a vciy minimum, the state's 
economic growth must be 7 pei cent per 
year Even at this rate, the slate will noi 
be able to generate more than 14 lakh jobs 
every year Thus, it will take another 10 
years lor IIP to start generating employ¬ 
ment on Ihe required scale But a begin¬ 
ning has 'o he made now .States that 
showed a growth rate in excess of 7 per 
cent dunng the Eighth Plan were Gujarat 
(12 I per cent I. Maharashtra (9.6 per cent) 
'hiid Rajasthan (7 biMrccnl) West Bengal 
and Kerala regustcred a growth of 6 7 jier 
cent, while Madhya Pradesh recorded a 
6 per cent growth rate Thus, a doubling 
ol UP’s growth rate is perfectly po.ssible 
A special employment plan for IIP must 
be prepared Public sector employment is 
not the answer 

PATHrnC Sot'lAI iNDIfATORS 

Amaitya Sen ha.s written extensively 
on the social depnvation ol Uttar Pradesh 
in relation to Kerala Jean Dreze has been 
diKumenttng the pathetic state of school 
education in UP Dni/c has wntten that 
the most sobenng feature of the educa¬ 
tional situation in UP is the persistence 
•#r high levels of illiteracy in the younger 
age groups, paiticularly in rural areas 


The figures are well known. Fbmale 
literacy is probably around 30 per cent 
now and at this rate it would take UP 
another 70 years to reach Kerala’s levels 
and another 20 years to reach where Tamil 
Nadu IS at present. Normally female life 
expectancy should be higher than that for 
males. In south India, this gap is over three 
years but in UP the picture is just the 
opposite and female life expectancy is 
over two years lower than that lor males 
Gender equality is among the worst in 
Uttar Pradesh reflected in the female-male 
ratio of just 0.84 in western Uttar Pradesh 
which, incidentally, is agriculturally the 
most prosperous region in the state II 
migration is taken into account. UP's 
female-male ratios are even worse than 
what IS published 

UP’s pathetic social indicators do not 
need repetition They arc wotse than those 
of .some African countnes But the issue 
that wc need to tackle is why this has 
happened. It is convenient to liKatc the 
causes of UP's .social distress in its pov- 
city This will not do If this were so. then 
why arc social indicators in we.stern UP 
no better than in (he eastern pan of the 
state'' Indeed, economic pro.spcrity in the 
western region of the state has made 
vinually no dent on social indicators The 
mam reason for the pathetic social indi- 
catois IS that political panics have not 
espoused or championed ihc.se social is¬ 
sues that relate at a most fundamental 
level, to the .status ol women. 

While Kerala is spending about 6 3 jicr 
cent ol Its GDP on education and Tamil 
Nadu around 4 4 pci cent. UP's ratio is 
around 3 7 per cent Over 77 per cent ol 
this expenditure ison primary and second¬ 
ary education, a proportion that is on par 
with Keiala But .spending is not all since 
as a proportion ol the state’s GDP. 
Mahara.shtra and Punjab arc at levels lower 
thanliP About2()pciceniofUP’sbudgci 
is spent on education, compared to 30 per 
cent in Kerala. 27 per cent in Andhra 
Pradesh and 24 per cent in Tamil Nadu 
and Karnataka But I IP s proportion is on 
pai with Mahaiashtra and Punjab with 
vastly differing outcomes Wc must locus 
on this aspect of expenditure cfricicncy as 
we call for greater investments in the .social 
sectors 

Ensunng that existing investments are 
being utilised eflectivcly is also a matter 
of political commitment and mobilisation 
Dreze’s studies have shown that the most 
serious problem that UP’s school educa¬ 
tion system faces is teacher absenteeism 
Attendance rate of teachers, a formidable 
political lobby that enjoys the protection 
of all political parties, is no more than a 


bare one-thud. Over 40 per cem of pri¬ 
mary school teachers in south India are 
women, while this proportion in UP has 
declined from 21 per cent lo 18 per cent 
in recent years. This is the lowe.st propor¬ 
tion among all Indian states Pupil-teacher 
ratios have incrca.sed by almost SO per cent 
in the last decade Thus, ratherthan money. 
It IS the management system that is hold¬ 
ing back progress on the education front. 

Financiai Miss 

Another vital issue is Ihe awful state ol 
UP's finances It is this, more than any¬ 
thing else, (hat is killing me teased invest¬ 
ments in education, health and the .sik lal 
sectors Indeed, othei than population, the 
lelomi ol the .state's Imances is the most 
cntical challenge in UP Without this rc- 
lorm, UP will not be able to mos'c forwaid 
The Eighth Plan (1992/93-1996/97) out¬ 
lay loi UP was atound Rs 2I.(X)0 croic 
inconstant 1991-92 prices But the actual 
expenditure was less than Rs 16.()(X)crore. 
an achievement of less than 75 per cent 
In other states like AP, Tamil Nadu and 
Mahaiashtia. this proportion exceeds 
95- |(X) pei cent But let us keep this a.sidc 
and focus on just what was spent 

Where did this Rs le.tKM) crorc come 
from’' Over Rs 9,t)00 crore came Irom the 
central government which means that the 
stale gcneiatcd just 40 per cent ol the 
resources Hus piopoition has declined 
liom around (iO per cent in the .Sixth Plan 
(|9K()/8t-1984/85) fhis level ol depen¬ 
dence on the centre is simply not sustain¬ 
able and UP has lo make a major el fort 
at mobilising resources lor development 
Rut this IS only part ol the picture The 
leal shiKkei is that whatever taxes and 
levenues the slate is able lo generate on 
Us own are simply eaten away bv its non- 
plan revenue expenditure, that is by in 
lercsl payments, by salat ics. by losses ol 
Its commcicial cstablidiinents, etc In 
1997-98. salaries, pensions and interest 
payments exhausted all the revenues of 
the .state In 1997-98, the total expenditure 
I'll salaries, pensions, inieiesl payments 
and the like was around Ks l<),5(X) croic 
whereas the state's own lax levenue and 
non-tax revenue amountcHl to Ks 8,300 
crorc This then lorccs the gos eminent lo 
borrow which, m turn, incieases indebt¬ 
edness The stale borrows from the centre 
and Irom the maiket but in recent years. 
It has started borrowing liom its own 
provident and insurance funds 

The diricrcnce between what the state 
mobilised through taxes and othci means 
and us non-plan revenue expenditure 
which, m large part is non-deselopineni 
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expendHun, during the Eighth Plan was 
minus Rs 6,800 crore. This is what is 
called the balance from current revenue 
(BCR) which ideally should be positive. 
This large negative BCR means that the 
state has to bonow more which compounds 
its financial problems. The large negative 
BCR is a political creation and requires 
a political effort to correct. The entire sales 
tax system, the main revenue source, is 
in a me.ss and sales tax collections are less 
than in states like Andhra Pradesh and 
Tamil Nadu Sales lax as a proportion of 
the state's income (SDP) has remained 
stagnant since 1986. The high level of 
BCR calls for a fundamental relook at the 
very structure of the government in all its 
various institutional forms. Re.sources are 
being pre-empted to keep the government 
itself going This is happening in all .states 
as well at the centre, but not on the .scale 
It IS happening in UP. Mure money and 
more investment without fundamental 
institutional changes will be a waste 
Another related i.ssue is that of subsi¬ 
dies A study earned out by the National 
Institute of Public Finance and Policy 
reveals that in 1993-94. total subsidies in 
UP amounted to over Rs 9,(XK) crore. two- 
thirds of which were ‘non-mcrif subsi¬ 
dies, that IS subsidies that ju.st cannot be 
justified on economic or social consider¬ 
ations. With this level of subsidies and 
with a 3 per cent average recovery rate in 
the provision of public services, UP just 
will not be able to invest more in physical 
and social infrastructure This level of 
suhsidtcs in a .state where 50 per cent of 
the villages do not have all-weathci ruad.s. 
for example, is neither justifiable nor 
sustainable A recent World Bank report 
on UP's finances places the level of sub¬ 
sidies in the state in 199 7-98 at around 
Rs 6,000 crore or roughly 5 per cent of 
the state’s income (SDP) Of this S per 
cent, just about 0 3 per cent is going to 
the really pixir The overwhelming pro¬ 
portion of the subsidies is being enjoyed 
by the relatively bener-oH sections of 
society Fur example, power subsidies and 
.subsidies on higher education account for 
about half the subsidies in the state 
UP IS gifted with fertile land and abun¬ 
dant water resources. But full use is not 
being made of this wealth. The gross 
irrigated area as a proportion of gross 
cropped area in Punjab is 95 per cent and 
almost 80 percent in Haryana. In UP, this 
ratio IS around 65 per cent But not more 
than onc-third of this is able to be provided 
with the required number of irrigations 
There are around .30,(X)0 .state tubcwells 
but reports indicate that must of them are 
in a .state of diod.se Over 75 per cent of 


the irrigation outlays go into establish¬ 
ment casts. Thus, a complete revamp of 
the UP irrigation system is essential if 
imgation is to expand in the .state. 16 per 
cent of the tubewells in UP are energised, 
the rest are diesel-operated, reflecting the 
poor state of power supply. 

It is in this context that the proposed 
reforms of the UPSEB assume special 
.significance. UP agriculture and UP's 
finances will not improve to any sigmfi- 
cant degree without a fundamental 
reorganssation of the UPSEB. UPSEB’s 
accumulated losses now have crossed 
Rs 7.000 crore and it is a huge dram on 
the state’s finances. In 1997-98, the sub¬ 
sidy provided by the state to UPSEB wa.s 
Rs 1,750 crore which was the amount 
spent by the state on public health, family 
welfare, watersupply and sanitation. Over 
40 per cent of UP's outstanding debt is 
on account of the UPSEB There will 
undoubtedly be opposition fro.n the over 
93,000 employees of the ItPSEB ui the 
rcstructunng programme Without sus¬ 
tained political commitment, this 
programme will not succeed. If this docs 
not .succeed, then UP can say goodbye to 
increasing investments in the social .sec¬ 
tors Like the UPSEB. there are 49 other 
state-owned enterprises, 23 of whom arc 
loss-making. The total employment in 
these public sector companies is around 
1 S lakhs Pnvatisation is an option. Auto 
Tractors, a loss-making manufacturer of 
diesel engines and tractors, was pn vatused 
some years back and is now making profits 
Closure IS the only option for some of 
these units. Possibly, UPTRON falls in 
this category. Some other companies will 
need to meigc and restructure. The point 
IS that no great social purpose is ^ing 
served by most of these corporations In 
fact, not only is no great social purpose 
being .served but these 49 companies are 
sucking in scarce resources from the budget 
and not helping the cause of the poor in 
the state Their annual los.scs in 1997-98 
exceeded Rs 210 erme and tiieir cumu¬ 
lative losses total Rs 3,300 crore. 

AGRicuuxiRr Hamperro by Poliik's 

In re''cnt years, UP’s agnculture has 
done well. Ihis is one area that has not 
been affected seriously by political 
instability. In Eastern UP, thanks to the 
consolidation of landholdings, yields 
have improved substantially, although 
the gap between UP and Punjab and 
Haryana IS still considerable In nee, 
for example, UP’s yields are about 1.9 
tonnesTha. a.<i compared to 3.1 lonnes/ha 
in Punjab and 2.2 tonnes/ha in Haryana. 


The gap is wider in wheat where UP’s 
yields average 2.5 tonnes/ha, as compared 
lo 3.9 tonnes/ha in Punjab and 3.7 tonnes/ 
ha in Haryana. 

In fact what has saved UP during the 
last decade of political instability is its 
performance in agnculture. But land re¬ 
forms have not run their full course in UPt- 
Althougb the situation is not as bad as in 
Bihar, there is still a pressing need for 
an Operation Barga type of West Bengal 
effort in UP that will detect concealed 
renancies, give secunty of tenure to tillers 
and record their titles to land In fact land 
consolidation cannot proceed further 
without updating land records and keep¬ 
ing them up-to-date. In UP. modernisation 
of revenue administration assumes special 
significance This, as the West Bengal 
experience has demonstrated, is an in¬ 
tensely political task, a task that depends 
crucially on political mobilisation and 
organisation of hencficianes 

There is another aspect of HP's- land 
situation that needs urgent political atten¬ 
tion 47 lakh hectares face special prob¬ 
lems (like salinity, alkalinity, waterlog¬ 
ging. etc) and another 68 lakh hectares are 
facing erosion. Thus, .something close tc 
50 per cent of UP's cultivable area is 
lacing .some type of erosion ot degrada¬ 
tion problem or the other Technologies 
to combat these problems have been 
developed but have not been introduced 
on a large scale. An ‘usar'-Und reclama¬ 
tion programme will have majoreconomic 
and .social con.scquenccs as well UP is 
worst affected by floods Only about 27 
per cent of the flood affected area <s under 
some form ot protection The most effec¬ 
tive and long-term solution to perennial 
problems caused by floods, particularly in 
the eastern part of the state, is a joint water 
and land management plan involving Nepal 
and India But few UP politicians havoi. 
championed this ca.se. 

Another example of how politics is 
coming in the way of UP’s agricultural 
progress is how sugar co-operatives (unc¬ 
tion in UP as compared to Maharashtra. 
Sugarcane yields in the eastern pan of the 
state are around SO tonnes/ha, as com¬ 
pared to the national average of close lo 
70 tonnes/ha and the 80-l(X} lonne.s/ha 
recorded in the southern states. Maha¬ 
rashtra has no real comparative advantage 
in sugar but thanks to the co-operatives 
it has become a major producer. The.se co¬ 
operatives have also emerged as major 
agents of rural transformation. 

The demography of caste does not 
explain fully why Maharashtra’s co-op- 
erativcs have succeeded, while UP’s havq, 
not. The reason is to be found in the way 
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thecuK supply unions havebeen ofgairised 
in UP and the way they function under 
political and bureaucratic control without 
the full uivolvement of farmers themselves 
It is also because of the politicisation of 
the co-operati vcs that UP has been unable 
to participate fully as it should and can 
>«in the white revolution in the dairying 
sector. Dairying has great potential for 
improving income distribution and gen¬ 
erating gainful employment but that po¬ 
tential IS waiting to be realist if only the 
politicians have the courage to 
professionalise and democratise co-opera¬ 
tives along the lines of Amui and other 
such organisations Even in the area of 
handlooms, Cooptex in Tamil Nadu has 
been able to make a significant impact and 
this has considerable relevance for 
handioom concentrations in UP as well 
Even though commetcial hanks have 
expanded, the main source of farm credit 
remains the co-operative credit system In 
UP. the financial health of this system is 
very poor reflecting political interventions 
and. t this continues then agricultural cicdit 
will not expand 

UP has enjoyed great clout in Delhi But 
« what has that clout been u.scd for’’ Gujarat 
IS the largest producer ol edible nils in the 
country and also draws the maximum 
allocation iiom the PD.S Kerala has 3 per 
cent of the country’s poor and draws over 
10 percent of cereal allocations from the 
PDS Uttar Pradesh has almost 18 pci cent 
ol India's pimr but gets just aniuiid K per 
cent of cereal allocations from the PDS. 
Nevei has this been made an issue by UP 
politicians Of course. UP does not lift all 
that IS allocated to it - less than SO per 
ceiu of the wheat allocated to UP under 
the PDS actually gets taken by UP Kerala 
MPs, for example, will do anything to 
keep tlieir share in the PDS going. And 
✓ that IS perfectly natural The PDS is a 
political instrument and represents bar¬ 
gaining between the state and the centre 
UP has been most unconcerned about the 
low level of PDS coverage This is not to 
suggest that the PDS as it is presently 
conceived is an effective anti-poverty 
instrument It needs majo; changes. 

Political Mindsih' Basic MALA].si- 

But this example is given to highlight 
the point that is being made - that the ba.sic 
malaise in UP is political mindsets and 
attitudes MPs from other states cut across 
political boundaries and aggressively push 
their projects in Delhi But not those from 
UP. lliere IS also no political pressure to 
^implement what is already sanctioned. It 
IS well known that UP is unable to utilise 


many grants that are given to it both by 
the central government and intemationd 
agencies in, for example, the field of 
primary education. But under-utilisation 
has never evoked a public protest from 
political parties. It is strange that on the 
one hand we say that we need more projects 
in UP but when money is allocated it is 
not .spent and there is no pressure to spend 
It expeditiously There is also no pressure 
from the political sy.stcm for the imple¬ 
mentation of socio-txonomic legislation 
like laws relating to minimum wages, 
minimum age at mamage, etc. UP has 
made much of the fact that the credit- 
deposit ratio of hanks m the state is just 
32 per cent, as compared to an ail-India 
average of 57 per cent This means that 
of every Rs I0() of bank deposits in UP, 
Rs 32 IS being lent in UP. This figure can 
go up to Rs 57 On the other hand, the 
credit-deposit ratio in AP is 78 per cent, 
indicating that deposits arc flowing into 
AP from outside the state. Now, there is 
no anti-UP conspiracy in this. It only 
reflects the lack of an investment climate 
and lack ol absorptive capacity brought 
about by poor infrastructure Infrastruc¬ 
ture means not just power and roads but 
also law and order and overall gover¬ 
nance 

There arc many rea.sons why commu- 
nalism in UP has learcd its ugly head in 
recent years I'he veinacuiar media has 
played a pernicious role The role of the 
state police has also been highly dubious 
But there is another aspect that needs 
attention The nature of urbanisation in 
UP has been such that there has been a 
proliferation of small and medium-si/ed 
towns, particulaily in the decade of the 
1970s Between 1961 and 1971, the num¬ 
ber of towns with population below 50,000 
incrca.sed from |ust 244 to 293 But be¬ 
tween 1971 and 1981, the number roomed 
from 293 to 659. By 1991, the number had 
crossed 700. These towns account for about 
a third of UP's uiKm population. 

Wc have yet to come to gnps with the 
consequences of this growth. These towns 
are by no means poor They often arc the 
locus of activities in trade, service, trans¬ 
portation and household manufacturing 
These towns arc also the recruiting places 
for organisations like the Bajrang Dal. 
I'hcre IS a related issue on urban growth. 
There are akso many mcdium-sized towas 
and cities that are centres of major hou.se- 
hold and artisanal industry. These towns 
generate exports and arc booming eco¬ 
nomically. But the lack of basic infrastruc¬ 
ture and changing patterns of intcr-com- 
munity relationships is fuelling social 
tensions. Moradabad and Khuija are pnme 


examples of this phenommion. This vgein 
reflects a failure of political awareness and 
mobilisation. 

There was a time when UP’s develop¬ 
ment administration was the envy of the 
re.st of the counliy Paul Appleby in his 
rcpoii of 1951 was encouraged by what 
he saw in UP and Bihar. But over the 
ycats. the administration has been 
politicised thoroughly Mayawati's trans¬ 
fer spree was not unique. During 
president's rule in UP following the 1992 
incidents, it was well known that the UP 
Cungrc.ss had made transfers and poidings 
a lucrative business There is just no 
continuity in development adniini.stratiun, 
particularly in the districts It is not un¬ 
common to find young officers who have 
served four di.stricts in two years Plan¬ 
ning Commission officials have remarked 
how in areas like rural development they 
see the same faces for years m slates like' 
Tamil Nadu and Karnataka but how the 
turnover is so rapid in UP Perhaps a time 
has come to rethink the entire administra¬ 
tive .set-up At times it appeals that the 
only way backward di.stricts in UP will 
develop IS if the centre lakes over the 
responsibility directly, creates a new 
dcvciopincnf l adre to challenge youth t rom 
rest of the country to come and work for 
UP’s piogress in an uninterrupted manner. 
People coming from the outside will at 
lca.st not fall prey to local ca.ste politics 
as the insiders have in stales like IIP and 
Bihar 

This paper is not meant lo be a com¬ 
prehensive development agenda for UP 
Its purpose has been to highlight .some of 
the more critical i.ssues facing UP today 
These lssucs relate to population, educa¬ 
tion, pi>wcr, irrigation and the state of 
UP’s finances and administration. The 
pre.seni state of UP is not a cultural or a 
histoncal legacy but a wholly policy- 
induced, man-made disaster UP's destiny 
IS diltcieni from what is thought today by 
those who ridicule and condemn it. There 
has to be a ladical change in UP. Without 
such a transformation in mind.sct.s and in 
pnoiitics, UP's future is doomed 

IThis pjpci rellcils the personal views ol the 
author | 


Subscription Numbers 

Suhsenbers arc requc.stcd to note ihcir 
Subset iption Nuinbeis Mentioned 
on the wrappers and quote these 
numhers when corresponding with 
the ciiculation dcpaitment 


Eronomic and Political Weddy July 31, 1999 


2131 



Media and Minorities 
Exclusions, Distortions and Stereotypes 

Asghar Ali Engineer 

Leave aside hlalimtly communal periodicals, even well-meaning 
scholars and intellectuals of liberal-secular hue have contributed to 
the construction of the minorttv communities, especially the Muslims 
and the Christians, as homogeneous, orthodox-sectarian, anti-national 
and rabid exuingelical, notwithstanding ample evidence to the 
contrary. 


IN this age nt information technology, 
media plays a crucial role in projecting 
images What appears in media - pnnt or 
visual - IS widely accepted by people as 
true. There arc very few discerning readers 
or viewers who would critically Umk at 
what appears m the media. It is also true that 
media plays an impoitant role in mixiem 
dcmcK'ratit society More often, it plays 
god It IS a vehicle for opinion making. 
Hence its role in projecting images has to 
be careful Unfortunately, it is not, at least 
in majority of cases Theic are very lew 
newspapers whieh take pains to wntc about 
the minorities after thorough .study, and 
with positive and constructive attitude 

Thu Hnglish newspapers, though more 
caieful, also often thtow caution to the 
wind while reporting crucial events per¬ 
taining to the minorities The vernacular 
language papers are twith honourable 
exceptions) much worse They ncvei 
ob.seive any caution and often display 
crude prejudice in reporting about the 
minorities And theie is yet another cat¬ 
egory, mouthpieces of communal outfits 
like Stmiw. which deliberately, and even 
maliciously, project distorted image of the 
minorities and thnve on it In the north, 
central and western India, the Hindi, 
Marathi and (iiijaiati papers, which this 
wnter studies from minonty perspective, 
are the wcrrsi culprits They often display 
crude prejudices against the minoiities in 
their reporting or the stones which they 
publish 

Samim. the .Marathi mouthpiece of the 
Shiv Sena, uses highly provocative lan¬ 
guage against Muslims and Chnstians 
Dunng the Bombay riots, Samtui branded 
the Muslims pro-Pakistani traitors and 
wnite several highly inflammatory edito- 
nals against them The campaign was so 
vicious that the ex-chief .secretary of 
Maharashtra J B D'Sou/a tiled a public 
interest wnt petition in the Bombay high 
court to punish its editor under Criminal 
Prix'edurc Act It should Ih' borne in mind 
dial Sainna is .ead by lakhs of Maha- 


rashtnans everyday and their opinion i.s 
formed by it Even the policemen read it 
regularly and form their perceptions about 
the minonties from what appears mSamna 
No wonder they have very jaundiced views 
about the minorities 

Sadly, Samna is no exception, though 
other vernacular newsipapers may not be 
as crude Reading the.se papers one realises 
that they stereotype minority community, 
treating it as homogeneous Leave aside 
a .six'ial anthnipologist, even a discerning 
and conscious person kmiws that minonty 
communities like Muslims, Christians. 
Sikhs or Buddhists, like others, are quite 
heterogeneous There arc sectarian, lin¬ 
guistic and cultural differences among-si 
them, and their political attitudes also vary 
gieatly. 

It IS. lot example, assumed even by 
well-meaning scholars, that all Muslims 
supported the partition in 1947. llll^ is 
highly questionable Ihc pnnt media, too. 
frequently works along these lines. The 
fact IS that the Muslims were polansed on 
this question. The partiUon was supported, 
by and large, by middle and upper class 
Muslims from Uttar Pradesh and Bihar 
where they were in a minority. Inciden¬ 
tally. m these very states, a large section 
of middle and upper class Muslims, popu¬ 
larly known as 'nationalist Muslims', 
vehemently opposed the pamtion. The 
lower caste and lower class Muslims like 
Ansaiis and others, who saw absolutely 
no benefit in creation of Pakistan, opposed 
the partition The Ansaris were well 
organised and politically conscious and 
voiced their opposition to the partiticm 
through public demonstrations. Many 
prominent Muslim theologians led by 
Maulana Husain Ahmed Madam also 
opposed the partition and substantiated 
their stand from a religious perspective. 
This is hardly projected in the media. 
Throughout the eighties, when communal 
conflict was raging, all Muslims were seen 
by the media as not only supporters of 
Pakistan but also loyal to it. 


The odier infamous example isof cricket. 
When Pakistan won and some Muslims 
in India rejoiced at the victory, the media 
projected as if all Muslims did so. Unfor¬ 
tunately, cncket matches which are dmfied 
by the media and projected out of all 
proportions, become a holy war iwt only 
between two countries but also, according 
to a section of media, between Hindus and 
Muslims. And despite this an Indian 
Muslim, Mohammed Azharuddin leading 
the Indian team. 

The minonties are often stereotyped as 
'fanatical' and ‘fundamentalists', and acts 
of few individuals belonging to the com¬ 
munity are seen as approved by the entire 
community Even if a religious leader 
issued any appeal to the Muslims, it will 
be desenbed by a loaded word, ‘fatwa', 
as if It IS binding on all Muslims. Hardly 
anyone bothers that no fatwa, even if i.ssued 
by a prominent theologian, is binding on 
all Muslims. 111610 is no concept of pnest- 
hmKl in Islam And to describe a political 
appeal as 'iatwa' is also irresponsible. 

The manner the Shah Banu movement 
was depicted in the media, including the 
.secular media, gave an imprc,sston as if 
only Muslims mustreat their wom^n and 
deny them their basic nghts Article alter 
article was earned to this effect Suddenly 
the national press became champion of 
Muslim women's rights It is true that 
.some orthodox Muslims, and particularly 
the Muslim leadership, took ngid star.J 
The Muslim leadership was doing .so not 
out of any love lor Islamic orthcKloxy but. 
and It IS important to note, to grab an 
opponunity to become 'towenng leaders* 
and project themselves as ‘champions of 
Islam' This aspect was almost missing 
from media reporting Moreover, there 
were many liberal prugrc.ssive Muslims 
who were opposing the fundamentalist 
Muslims and upholding the Supreme Court 
judgment. This also was not adequately 
reflected in the media. The media mostly 
indulged in Muslim bashing, particularly, 
the regional press. There is much that is 
progressive in Islam about women, though 
It was not practised due to male-domi¬ 
nated values. That Islam neats women 
better than many other religious traditions 
or legal systems, was never brought out 
in any media analysis 

The Babn masjid-Ram Janmabhoomi 
controversy is another example. Undoubt¬ 
edly, some Muslim leaders were trying to 
exploit the issue for their own benefit. But 
there was much more than this in the way 
the media was handling this issue. Particu¬ 
larly. the vernacular press created an 
impression that Bahar demolished a Ram 
temple in Ayodhya is a settled fact and 
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now b is time the IfiiKhu vindicale dwir 
honour by constructing a Ram temple Iqr 
removing the mosque. The regicmal me¬ 
dia, especially the Hindi media, found it 
ironic^ that Hindus caruiot construct a 
Ram temple in their own country. The 
leading Hindi newspapers from UP pub- 
lushed highly exaggerated reports of in¬ 
cidents inAyodhya in 1990when Mulay am 
Singh, the then chief minister of UP. tried 
to prevent kar sevaks from reaching 
Ayodhya. Highly emotional stones were 
publish wiA an exaggerated account of 
the police brutalities. It was reported that 
hundreds of people were shot dead. This 
was totally untrue and even the National 
Press Commission reprimanded these 
papers for publishing false account of what 
happened at Ayodhya. 

liie press also does nut adequately 
project positive aspects of Indian Mu.shms 
which can ciiculate a different image of 
the community. For example. Colonel 
Wajihuddin laid down his life lighting in 
Kargil along with others On heanng the 
news his mother said with pride that her 
.son has laid down his life for the country, 
and wished she had more sons to give for 
ihc sake of the country. Even the English 
media remained oblivious of this. 1 read 
the incident in an Urdu paper, Inqmlah. 
The Asian Age did report the event but 
tailed to project it properly and promi¬ 
nently. 

Even committed secular papers who are 
sympathetic to the minontics do not have 
repoiters and commentators who specialise 
in minority affairs and have intimate 
knowledge of these communities. Even 
these secular commentators often 
homogeni.se minonty communities ignor¬ 
ing diffenng religious and political per- 
cepuons within them. When Punjab was 
in throes of Khalistan movement, many 
papers wrote as if ail Sikhs were support¬ 
ing the militants and stood for Khalistan. 
Those Sikhs who complained of serious 
human rights violations in Punjab were 
suspected of harbouring sympathies for 
Khalistan. Even a cursory study of the 
Punjab problem shows that large number 
of Sikhs, particularly Mazhabi and other 
Sikhs, were totally opposed to the creation 
of Khalistan. It is only a section of Jat 
.Sikhs who felt their political and eco¬ 
nomic aspirations were being thwarted, 
were supportive of the extremist move¬ 
ment. It was very similar to the partition 
plan. The partition was endorsed by upper 
class Muslims in provinces whm they 
'^ere in minority and who felt their aspi¬ 
rations in independent India will be 
thwarted by the Hindu majority. It was this 
fear, and not religious faniuicism, which 


induced them to support the partition plan. 

Recently there have been attacks on the 
Christian minority by the Sangh panvar. 
The issue was conversion. The Cluistians 
were also stereotyped and the media ptt>- 
jeetkm, particularly in the vemacuhu’media 
in north and western India, wrote as if 
evmy Christian in this country was for 
conversion, .so much so that a section of 
vernacular media accused Mother Teresa 
of conducting conversions forcibly. (This 
section of media projects as if ail conver¬ 
sions are carried 'coercion’, ’fraud* and 
‘inducement’. Whatever eommunaily in¬ 
clined politicians say about the minorities 
is carried by a section of print media as 
if It IS an cstabli.shed truth ) I have spoken 
to several Chnstians throughout India who 
are opposed to conversion as the centrality 
of Chnstians in India. Ihey favour dia¬ 
logue rather than conversion. What we 
refer to as 'inter laith dialogue’ today, has 
been popularised by the Christian 
organisations in the ciHitemporary India. 
Though Akhar had it in the medieval 
period, the tradition was lost, and in our 
own times was revived by some Chn.stian 
organisations. Thus it is wrong to portray 
ail Christians as convciMon-enthusiasts. 

When the Christian establishments and 
churches came undei attack in the Dangs 
by the VHP and Bajrang Dal activi.sts, the 
mainstream Gujaiali media openly wrote 
anti-Chnstian articles and publishoi hos¬ 
tile news Items Not only views, even the 
news were biased During communal nots 
vemaculai press publishes coloured sto¬ 
nes about Muslim fanatics and rumours 
arc legitimised as if they were venfled 
facts. Riots in Ahmcdabad. particularly in 
1969 and 198.^, spread like wildfire be- 
cau.se some Gujarati papers made rumours 
their headlines Next day these items used 
to he contradicted in a small comer on 
insKte page, when all the damage that was 
to be done was done 

tn every religious community there are 
all sorts of people - liberal, secular, 
fanatical and fundamentalists. Yet when 
It comes to the minorities, when few vocal 
elements among them indulge in fanatical 
acts, the entire community is hauled up. 
The voiccof liberal secular Muslims, Chris¬ 
tians or Sikhs gets marginalised. A vast 
majority among them, which remain 
voiceless fur number of reasons, are 
thought to be fundamentalist or fanatical. 

There is another aspect which has to be 
seriously considered. There are few at¬ 
tempts to project positive contnlmtions 
made, or teing made, by the imnoritics 
in the process of nation-lmilding. A large 
number of Muslims made supreme sacri¬ 
fices during the freedom struggle. Who 


can forget the sacrifices made by the 
pathans under the leadership of Khan 
Abdul Gaffar Khan and many other na¬ 
tionalist Muslims. This hardly comes 
through in our media. Today in various 
fields -'political, academic, scientific as 
well as social - Muslims are making 
important contributions. This gets hardly 
hi^lighted There arc quite a few acade¬ 
micians from social science stream like 
Irfan Habib, Mushirul Ha.san. Imtiaz 
Ahmad and others (it is impossible to 
name all of them) who have taken liberal 
secular stand on many controversial is¬ 
sues and have made seminal contributions 
in their own rc.spectivc fields But this is 
not adequately taken note of by the media 

The Sikhs and the Christians have also 
made significant contnbutioiis in nation- 
building. The Christians have contributed 
maximum in the field of education But' 
for their institutions, thousands of Indians 
would nut have acquired the educational 
attainments they have acquired. But when 
some politicians cooked up controversy 
over conversions, a section of the media 
began to wntc as if all the Christians were 
doing in India was to convert others to 
Chnstianity. 

It should he borne in mind that all 
communities in India are making contri¬ 
bution to the process of nation-building 
Nation-building is certainly not a mono¬ 
poly of any single community or caste. 
Moreover, the pnibicms of minorities 
should be seen in a dynamic and not in 
a static framework, which the media often 
does The community behaviour changes 
according to the newly emerging contexts. 
The attitude of north Indian Muslims, for 
example, has undeigone a sea of changes 
towaids Pakistan. The political develop¬ 
ments in Pakistan in recent years has tre¬ 
mendously changed their attitude. Today 
there is greater enthusia.sm among Mus¬ 
lims about modem education and tlicy 
have realised that education is a must for 
betterment of their lot If they are behind 
in the race, it is more because of poverty 
than their resistance to education. The 
ground realities are changing fa.st and these 
changes are being absorb by all, whether 
they be minorities or majontics. 

It should certainly be mentioned that 
there are several periodicals which are 
sympathetic to the minonty cause and are 
courageous enough to def^end it in their 
columns. Many renowned papers like The 
Hindu, The Times of India, The States¬ 
man, The Telegraph can be cited as ex¬ 
amples. A small section of vernacular 
media lias also played a positive role in 
this respect. It is these papers which have 
done jmimabsm proud in India. 
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Clinton’s Killing Fidds 

Frederic F Cladmiont 

The US battering of Yugoslavia must not be seen as an aberration or 
as an isolated killer-venture of the US corporate/military gulag. The 
US is at war with all of the third world with its everlasting sanctions 
and every species of browbeating and intimidation. 


US foreign policy can be summed up as. 

kiss my arse or I'll kick your head in 

-Bntuh playwnght, Harold Pinter. 

(rfar Cuardum Weekly, Apnl 7, 1999.) 

1 

ONB of the most damnably criminal 
aggressions of US impenalism of the 20th 
century has momentarily halted. Abetted 
this time by its 18 Nato co-coaspirators 
hulldo/ed under the mendacious alibi of 
'humanitanan interventionism' and a spate 
of other phony ethical platitudes. With the 
enthronement of Bernard Kouchner, 
French right-wing social democrat, a 
frcn/.icd pnipagandist of bombing at any 
co.st, all the paraphcmalia ol a permanent 
colonial protectorate are in place Already 
Albania has attained the status ol a US 
colony. 

The ba.stion of this colonial creation in 
Kosovo apart from Nato's imperial 
occupation, which has no time-limit, is 
what one Pentagon Central American 
lasurgcncy specialist lucidly designated 
as the Koso-Contras given the parallels 
andprovcnanccol the Nicaraguan Contras 
In short, a native quisling force that 
underpins the current viceroy's powerbase, 
Kouchner, never mind his fatuous non¬ 
stop palavcrings about 'human nghts', 
that's part of his .social democratic 
repertory, is nothing more that a 
majorcksmo of the US imperialism as his 
soul-sister Louise Arbour. 

At least m her case she has no qualms 
oi obsequiously acknowledging that she's 
a protege of the state department in quest 
ot a job in the Canadian Supreme Court, 
given the constant pressure of the US 
government and JeanChretien'senfeehled 
pntnc ministerial status. Her posturing has 
become so burlesque that some of her 
leading touts in the foreign office and the 
state department are peddling her nomi¬ 
nation as a Nobel Peace Prize laureate - 
a possibility that cannot be ruled out as 
the Nobel Peace Committee itself and its 
selectors are invariably ventriloquist 
dummies of the US policy. The 
McCarthyrite red-baiting inquisitorial 
skills that she’s honed with public relations 


perfection to the ecstatic plaudits of her 
mentcMTS are being mass marketed as part 
of her curriculum vitae. 

The Kouchner/Arbour duo is one of the 
biggest political scams staged by the fixers 
in Washington. Both functions are 
inextricably related, an inseparable 
gimmick that hastransformedintemational 
law into a cesspool for the blatant pursuit 
of the US imperial aggrandisement, all of 
course with the fig leaf of humanitananism 
and that now fraudulent catch-all, the 
‘international community', be Monde had 
even the gall to label this violation of 
international law “a just war" Precisely 
the name given for the invasion of Panama. 

The political show hi/ of war crimes 
tribunals in the Hague masterminded, 
bankrolled, duly supervised and pro¬ 
pagated by the US political caste and its 
Bntish jackal through its vast corporate 
press and electronic media is part ol the 
road-show that’s become a part of the 
theory and practice of imperialism What 
this amounts to is that a colonised peace 
of sorts matched by chronic instability and 
repression will arise from the ashes ol the 
present carnage of imperialist human¬ 
itananism 

II 

But let’s get one thing straight: the US 
battenng of Yugoslavia must not be seen 
as an aberration or as an isolated killcr- 
vcnhireoftheUScorporate/militaiy gulag; 
the non-stop killings ol Iraqi men, women 
and children; trademark wars and 
embargoes that have bled Cuba to the sum 
of over $ 60 bn; prosecution of an 
unfinishexi war against North Korea, with 
the concocted missile ensis, that exhibits 
no signs of decelerating; militant 
participation on the side of 'law and order’ 
in Colombia’s civil war that has already 
claimed hundreds of thousands of lives; 
verbal assaults and other intimidatoty 
measures against China demonised as the 
new Satan of the Evil Empire. Indeed the 
US is at war with all of the third world 
with its everlasting sanctions and every 
species of browbeating and intimidation. 
Compounding these are the unceasing 


inter-imperialist finandal, cwency and 
commodity wars of which the hormone 
beef and banana wars are but one tangible 
manifestation. And more are in the offing 

In pursuit of the Nazi, and Japanese 
expansionist models of the 1930s, the US 
imperialism has raped another small nation 
Together wttii its accomplices it shows rm 
contribution but rather exalts its ignominy 
with Biblical sanctity. With a difference 
The victim this time whose territory was 
bludgeoned by bombs and missiles is 
labelled the aggressor. To top it all, the 
nation’s leadership that refused to lick the 
aggressor’s boots is branded war criminals 
Recall also that the Japanese Imperial 
Cieneral Staff, as Edgar Snow reported at 
the time, also culegoiiscd the Chinese 
communists as 'war cnminals’ because 
they opposed the 'civilising mission’ ot 
General Tojo’s colonial occupation. To 
the va.st majority ot compassionate p«>ples 
to whom the bombings are crimes against 
humanity this macabre gestpre ol 
castigating the victims of aggression as 
war cnminals is of crucial geo-political 
importance; it marks another phase in the 
.spiral of the US global conquest through 
the intermediary of its Nato handmaiden 

The unilateral US decision (with the 
blessings of the Thatcher cabal) to 
obliterate Grenada’s sovereignty (I983i 
and Panama (1989) was committed in 
violation of the UN Charter and that ol 
the Organcsation of Amencan Stales (0 AS i 
and indeed of the Amencan Constitution 
The deliberate and systematic carve-up ol 
what remains of the Yugoslav Federation 
IS part of a continuing .suategy StnkingK 
It was a coward’s war, the foul play of .in 
uninhibited bully designed to trample on 
those whose ideological proclivities and 
development trajectory ran counter to 
Washington’s goals and those of its 
.surrogates; Nato, the World Bank, the 
IMF and the WTO with their cataclysm'7 
corollaries of economic liberalism 
deregulation, privatisation and the geiv 
political hegemony of the corporate gulag 

III 

The indirect war to overthrow the 
Milosevic regime began mote than adecaiie 
ago, hence the obloquy to which his country 
and his persona have been subjected is noi 
of recent vintage. Hie very existence nl 
a socialist Yugoslavia, one of the primr 
movers of the non-aligned movement, v, a- 
a major deterrent to German aggrandirc- 
ment in east Europe, historically it' 
traditional feed-trough, as well as to 1’^ 
geo-political ambitions of domination of 
east Europe and Russia. In this sordid 
story of hit and grab what should nelti 
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be obscured is dut Yugoslav cofflinunist 
partisans played a vital role in (felaying 
die unleashing of Operation Barbarossa 
untiIJune21,1941, thus providing precious 
breathing space to the USSR. No country 
in the world on a comparable per capita 
basis suffered the savage losses as 
. Yugoslavia with casualties of over 
1.2 million. 

The most trenchant statement of the 
strategy of the US global gulag was framed 
in a February 1992 document drawn up 
by the National Security Council, the State 
Department, and the Pentagon, 'Defence 
Planning Guidance for the Fiscal Year 
1994-1999'. “Our first objective is to 
prevent the re-emergence of a new nval, 
either on the territory of the former Soviet 
Union or elsewhere, that poses a threat on 
the orderof that posed by the Soviet Union 
which requires preventing any hostile 
power from dominating a region whose 
resources would, under consolidated 
control, be sufficient to generate global 
power. These regions arc western Europe. 
ca.st Asia, the temtory of the former Soviet 
Union, and south-west Asia.. Finally, we 
must maintain the mechanisms for 
, deterring potential competitors from ever 
aspiring to a laiger regional or global role “ 
This is the imperial language oi 
uncontrolled and exclusive mastery. This 
is the apogee of the gulag’s power and 
indeed of contemporary fascism 

In this manifesto of sheer brute force 
Nato would continue to be under the 
exclusive grip of the US caste oligarchy, 
as so blatantly revealed in the undeclared 
war against Yugoslavia. “Nato continues 
to provide the indispensable foundation 
for a stable security environment in 
Europe, rherctore, it is of fundamental 
importance to preserve Nato as the primary 
instrument of western (sic] defence and 
security, as well as the channel for the US 
influence and p^cipation in European 
secunty affairs. While the US supports 
the goal of European integration, we 
must seek to prevent the emcigence of 
European only security arrangements 
which would undermine Nato, particularly 
the alliance’s integrmed command stnic- 
ture.” In short, perpetuation of un- 
question^ US bossmanship. 

The rape of Yugoslavia strikes at the 
root of the very concept of sovereignty, 
a reality that emerged with the birth of the 
bourgeois nation state in the 17th century. 
The reverberations of Nato’s collective 
crime against humanity are not the end 
game but a harbinger of mure cataclysmic 
offerings. It should be apparent even to 
, the supercilious bourgeois observer that 
what this aggression has done, and 


specifically with the deliberately planned 
and immaculately executed annihilation 
of Beijing’sembassy,isthatit has triggered 
a new version of the cold war. This is 
mandatory in the perspective of the US 
militaiy-industnal complex. At the zenith 
of its stock market euphoria the US 
oligarchy is, paradoxically asit may appear, 
presently more morally isolated than ever. 

IV 

Natopursues the blueprint that witnessed 
theearlier amputation of Slovenia, Croatia. 
Bosnia. ’The big chop’ to use the 
Pentagon’s annexationist bombast is not 
over. Kosovo is one more sizeable 10 per 
cent chunk to he put on the chopping 
block. Montenegro is already being 
groomed by an avalanche of the European 
Union money and the US to smash the 
federation A new currency (printed in the 
US) is on the anvil before its gobbling up 
by the US imperialism is consummated. 

The 80 days and nights that saw the 
wanton bombardment of Yugoslavia will 
nevei be forgiven or forgotten by a 
humanity to whom the United Nations 
Chattel remains the basic text of the rule 
of international law and human decency. 
This contention is not made to give an 
unconditional clean bill of health to 
president Milosevic's policies, although 
in many ways his reaction violent, and at 
times seemingly uncompromising as they 
appeared, were visceral reactions to the 
premeditated genocidal assaults visited 
upon his countiy 

Nato’s aggrandisement has reduced the 
United Nations to a shambles, tantamount 
to dumping the democratic proce.ss at the 
highest international level. No doubt the 
secretary general, a mealy mouthed 
politician, kept his ammunition diy by 
flailing to excoriate the explicit violation 
of the UN charter For his services, im¬ 
perialism operating under the putnd little 
alibi of ’the international community’, has 
once again thanked him He condoned not 
merely the aggres'-iun but the bombing 
Itself. His derogatory utterances against 
president Milu.scvic were stupidly self- 
serving as certain members of his cotene 
dieepishlyacknowledged Nottoodifficult 
to understand from a political hustler 
that’s flung his hat into the ring for another 
four-year electoral binge. 

After all his record is clear and he’s still 
on course: a protege of the US power 
complex and specifically his mentor and 
pusher Madeleine Albright whose state 
department hiuullers .shovelled him into 
the job. History pinpoints that impenalism 
crumbles without its phalanx of col¬ 
laborators grabed in various degrees of 


respectability. In Kofi Annan it has mudi 
to be grateful for as he bestowed the 
trappings of a once prestigious office to 
the mercile.ss savageiy of Ure non-stop war 
against the Iraqi people. 

In Yugoslavia, Annan performed his 
master's monkey dance once again to the 
hosannas of his chenshed ’international 
community', another cheap little shortcut 
for the policies of the US. His tenure of 
office has not only de.stroyed the credibility 
of the UN but, no less pnmordial, it has 
shovelled the persona of the .Hccretary 
general himself into a cheap, chattenng 
opportunist and do-nothing US hacked 
political ragman. His mode of conduct 
recalls the Ashanti (the region from which 
he comes) proverb that the higher a monkey 
climbs the more he shows his ass 

What kind of peace .settlement will 
emerge'* li it is to endure, in the interests 
oi who will It he shaped'* What will be the 
ropercus.sions in the short- and medium- 
term of the horrendously indiscriminate 
aenal bombardments and the colossal 
destruction of a nation of 10 million? 
We'll leave the job to future histonans to 
draw up the final balance sheet as to the 
likely contpurs of the revolutionary and 
counter-revolutionary mutations that must 
inevitably trail in the wake of this ignoble, 
undeclared war. not only in the Yugoslav 
Fedciation, the Danublan ccmiomies and 
Russia, but universally as well Already 
however one perceives the reverberations 
that will follow. 

The relentless aerial butchery triggered 
on March 24 that endured for 80 days and 
nights was conceived and executed over¬ 
whelmingly as a US operation, that con- 
tnbulcd to one of the biggest demographic 
shifts of the postwar world with its 
awc.sume consequences In this crime 
againsthumanity, the US corralledits Nato 
satellites as well as its nco-colonies in 
eastern Europe now bangi ng Ip be adt 'iitted 
into Nato's portals. Is it fortuitous that the 
butchery coincided with Nato's SOth 
anniversary of its anti-Soviet and anti¬ 
communist beginnings'* Nineteen 
countnes with a combined GDP of over 
14 inilion dollars, military expenditures 
topping S SeX) bn ganged up against a third 
world nation of 10 million already vastly 
impoverished by a raft of US-inspired 
economic sanctions 

The enme of the Yugoslav parlianrent 
was that it refused to endorse the 
Rambouillet agreements that would have 
spelt the end of the nation’s sovereignly 
and permanent Nato occuaption. The 
ultimatum slammed down the throat of 
Yugoslavia is emshnned in Appendix B' 
Status of Multi-national Military 
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Impiemefitation Force is one of the most 
bniuily explicit violations of national 
sovereignty of all times and graphically 
exhibited in paragraph H. 

**Nato personnel shall enjoy, together 
with their vehicles, vessels, aircraft, and 
equipment, free and unrestneted passage 
and unimpeded access throughout the 
Federal Republic of Yugoslavia (FRY) 
including associated airspace and territorial 
waters. This shall include, but not be limited 
to, the right to bivouac, manoeuvre, billet, 
and utilisation of any areas nr facilities as 
required for support, training and 
operations.” 

This undeclared war, blessed and 
propagated by the BBC and the CNN to 
mention the two most evangelical pro-war 
impenat propagandists, is a watershed in 
the history of po.stwar imperialism and its 
mediatic extensions. Indeed, the entire 
global corporate media without exception 
abandoned even the pretence of honest 
reporting Nowhere was this better 
exemplified than in the jingoist headlines 
of The Washington Post (by no means 
exceptional) ‘Victory fordecency, and by 
a margin of 3,000 to O' Such were the 
glones of Clinton's killing fields and the 
seeds of inipenalism 

Not only has the war entailed the 
destruction of a sovereign state and the 
redrawing of Europe's map but it has 
prodigiously reinforced the shackles of 
US impenalism in central and eastern 
Europe It demonstrated that those who 
called the shots were not in Eunipc but 
in Washington. DC One of its corollanes 
IS the uncontrolled flow of corporate capital 
to those countnes that have welcomed the 
encroachments of nco-libcralism and its 
entire works What the IMF and World 
Bank had not achieved, or rather failed to 
complete, since the mid-cightics in 
Yugoslavia, was done by the US/Nato war 
machine now brazenly internationalised 
in the service of t lie transnat lonal corporate 
gulag. 

The grand plan of the state department 
and the Pentagon ts the completion of the 
job begun by the demolition of the USSR 
and that special US creation* Yeltsin's 
banana republic Among the essential 
components of the plan is the overthrow 
of the legitimately elected leaderof Belarus; 
Alexander laikisshenko, and its annexation 
by the reactionary clencal dominated 
Poland, now a full-fledged Nato satellite, 
and hollering for EU membership; 
amputation of Serbia’s northern province 
of Voivodina (the nation’s granary) 
containing a sizeable Hungarian minority 
and Its transfer to one of Nato’s newly 
acquired prize satellites* Hungary - 


imhibitably to be sequelled by tlw mass 
expulsiim of the Serb population. 

The precedent is the expropriation and 
ejection of the 5,00,000 Krajina Serbs 
from Tudjman’s Fascist Croatia, earned 
out under the jackboot of US army planners. 
Fur Clinton and his jackal Tony Blair, 
Yugoslavia’s is one of the major pre¬ 
conditions for the ultimate ‘integration’ of 
Corporate Europe and Nato with all its 
sinister connotations. 

General Wesley Clark supreme com¬ 
mander of Nato defined the language of 
genocide in unequivocal terms* ‘‘We arc 
going to systematically and progressively 
attack, disrupf, degrade, devastate and 
ultimately - unless Milosevic complies 
with the demands of the international 
community - we are going to destroy his 
forces...we are going to grind away at him 
until we accomplish the military 
objectives.” And that he did with the help 
of Chernomyrdin’s diplomatic sell out ot 
Yugoslavia Dcstniction of the village ot 
Konsa with its innumerable victims of all 
nationalities bore testimony to the 
vindictive pledge of Nato’s premier 
Gauleiter. 

Obliteration of Korisa was the appli¬ 
cation of the Herman Goenng Dnctnnc to 
the Basque village of Gucnuca on Apnl 
27, 1937 dunng the .Spanish civil war 
“The communists [sic] must understand 
.that thcirexistencc in Spain is incompatible 
with the national interests of Germany 
We are fighting for the defence of Free 
Europe. We are fighting a war against the 
dark conspiracy of Bolshevism that is the 
enemy of European civilisation.” The 
British and French ruling class and indeed 
Europe's entire bourgeoisie thunderously 
applauded the victones of the Nazi/Franco 
axis, and the deliberate wiping out of 
civilian populations that was one of the 
centrepieces of its strategy 

What they did not foresee was that in 
short order they too would taste the 
annihilating whiplash ot Nazidom to be 
unleashed two years hence. Goenng, later 
a coiidemned Nazi war criminal at 
Nuremberg, had at least the ment of 
concision In less than three years London, 
Amsterdam, Coventry and Warsaw would 
understand the meaning of the Goering 
Doctnne as would tens of thousands of 
Soviet towns and villages. The lessons to 
be drawn by Clinton’s application of the 
Goering Doctrine is one of the gnmmest 
reminders of the implications of the global 
reach of the US impenalism as it hurtles 
into the new millennium. 

It was a war of high tech. Unique in the 
history of warfare in which thousands of 
Yugoslavs perished, the body count is 


woefully inconqileie, but notasingleNato 
rapist was killed. Yugoslaviain itsentiiety 
was the test bench of the new technology. 
Smart bombs and Tomahawk and Cruise 
missiles, laser-guided bombs unleashed 
by F-117 bombers. Other new killer 
creations compnsed the giant bomber 
B-2andtheA-10’tank’buster, the Predator ^ 
unmanned aircraft, newerand more deadly 
cluster bombs, orange yellow used with 
such devastating impact in Indochina. 

This embraced the entire panoply of 
newly tested weapons, the entire panoply 
of mass destruction. Almost 92 per cent 
of the bombs deployed came from US 
aircraft, S per cent from the Bntish jackal 
and the rest from other members of the 
gang It reflected also the technology gap 
between the US and its satellites. The US 
spends $ 40 bn a year on military research 
and development as against $ 8-10 bn tor 
Europe. This can he translated into massive 
maiketing muscle and Washington has 
already cashed in on its ‘.successes' by 
proclaiming that the US industrial military 
complex can satisfy the world's demand 
for military hardware Greece, one of the 
most vigorous adversaries of the war, has 
now joined the queue for UP high 
weaponry 

F.stimated destruction is staggering by 
any standards, varying from $ 83 bn to 
$ 120 bn. Estimates that obviously do not 
cover environmental damages. Already 
Clinton pontificates, and his satraps ha/e 
followed suit, that they will not give a 
brass penny to the nation's reconstruction 
until the legitimate government is toppled 
In simple language until the present 
socialist government is ousted by a regime 
at the beck and call of the US 

According to The New York Times 
Service (July 26) this is being done in the 
name of ‘promoting democracy in 
Yugoslavia'. To thisend the administration^ 
and the US Congress with the blessings 
of Jesse Helms, chairman of the Senate 
Foreign Relations Committee, introduced 
legislation providing $ 100 nin over the 
next two years. Radio broadcasts by the 
Voice of America and Radio Free Europe 
will be blasting once again their hosannas 
to freedom - cold war mode - with no 
holds barred. “Our lawyers and state 
department lawyers agre^ last week”, 
declared John Tennant (deputy assistant 
administrator at the US Agency for 
International Development), “that we could 
provide assistance and go forward for the 
programmes for independent [sic] media, 
opposition parties and trade unions.” How 
familiar the mantra. At least the scum have 
surfaced but what we all knew was that_ 
the CIA were disbursing millions pte- 
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eitely to dwae enda over the lest 2-3 
deca^ 

Overwhelmingly the so-called strategic 
objectievs pulverised day and night were 
civilian targets; hospitals, schools, 
kindergartens, airports, railways, bridges, 
refineries and warehouses, radio and 
television stations, hospitals, health care 
centres, pidilic andprivate housing estates, 
TV and radio stations, religious monas¬ 
teries, museums, universities and technical 
colleges, high schools, etc. Hie radio and 
TV stations were liquidated from theonset. 
They were deemed propaganda instru¬ 
ments, no doubt in contrast to Nato as the 
purveyor of higher truths and the world's 
salesman ot salvation. Hiis crystallises 
Orwell's vi.sion of things with Nato the 
supreme Mim.stry of Truth, a Nirvana 
where war is peace, freedom is sal very and 
Ignorance is strength. 


Historicid Clarification Committee of 
Guatemala concluded that the actual 
civilian dead topped 2,25.000. These were 
defenceless Indian Mayan communities. 
He was one of the guiding beacons in the 
planning and invasion force of Grenada 
and Panama. He was one of the main 
organisers of the Contras which, in addition 
to his career boost, would serve him and 
his masters in good stead in the formation 
of the Koso Contras These elite diugs 
wne deployed under his orders as part of 
the Nato contingent 
His value as a mass killer was recognised 
by his I^ntagon preceptors. During the 
Afghan war he worked closely with 
Pakistan military intelligence in Peshawar 
where he perceived the value of the 
Mujahadeen. So did boss William Casey 
of the CIA that cultivated and bankrolled 


(with others) these Islamic fundamentalist 
groups from the beginning. Indeed, in 
addition to their training in US Mmine 
Corps bases in the US and occupied 
Guantimamo in Cuba, the Koso Contras 
werealsotrainedtnPakistan Thesetraining 
programmes were paid fur by drug money 
(as with the Nicaraguan Contras), Sauefi 
Arabia, Brunei and other members of the 
network. 

His ascent into the killing realms was 
not yet over. Once again he was to be a 
.strategic killer, this time against the peoples 
of Iraq in the Gulf war whose costs out¬ 
strips $ lOS bn. The Nato victory is not 
an impersonal force, but one earned out 
by ma.ss professional killers of whoGeneral 
Wesley Clark is the highe.st embodiment 
and compared to whom Hitler's SS generals 
were a bunch of brutish amateurs. 


The de.struction of Yugoslavia is a 
military cataclysm that's in.scparahlc tmm 
the acts of individuals acting on higher 
orders in the inierc.sts of IKS impenalrsm 
The military trajectory of General Wesley 
> Clark straddling decades provides a 
formidable profile of a proiessionai 
military killer No less than Clinton he is 
the quintessential warcnminai. A graduate 
of the West Point Military Academy - first 
in his class - he was destined lor greater 
things He was and remains a colonial 
soldier that an impenalist poet as Rudyard 
Kipling < 1865-1936) would haveextollcd. 
It was he who created the ditty 'We’ve 
gut the Maxim gun and they have not'. 
That was against the dervishes and the 
'wogs'. What haschangcdsincc Kiplings's 
time IS the .scaieof the impenalist holocaust 

Upon graduation his career immediately 
began in the killing liclds of Indochina. 
' a war launched on the grounds that the loss 
of Indochina would have a domino effect. 
It was said in the late 1940s that US 
imperialism had 'lost' China. This struck 
Ru.sseil Baker as a remarkable feat of 
double-think, “comparable to losing an 
elephant in a studio apartment. Many 
Americans did not know we had China 
until we lost it”. In the case ot Indochina 
the memory of the world is not that short 
It recalls the mass genocide of more than 
1.25 miUion Vietnamese, Cambodians and 
Laotians. 

Claric’serimes propagated from his base 
in Honduras and the Panama Canal Zone, 
were relentlessly pressed on in Central 
America where US anti -insurgency forces 
played the butcher’s role in the exter- 
»inination of liberation movements. Tlu 
nine-volume United Nations report on The 
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PERSPECTIVES 


Poverty Debate in India 
A Minority View Revisited 

NSJodha 

In an article in 1988, the author argued that number oriented large- 
scale sun’eys on income failed to give a correct idea about the extent 
of povertv; they left out qualitative and a part of quantifiable detail. 

A recent working paper from the Institute oj Developtnent Stitdies 
comments on these arguments. The author replies. 


THIS note is a response to some cniical 
comments on my paper on the above 
subiect published in £< onomit and Politi¬ 
cal Weekly [Jodha 1988], in IDS Working 
Paper No 80 by Mick Moore, Madhulika 
Chaudhory and Neclam Singh (1998) It 
may sound strange to provide claiification 
on a paper published more than a decade 
ago. However, reasons for this will be- 
I ome clear soon I ha\ c to respond to this 
cnliquc because the publication comes 
fioin an institution (Institute of Develop¬ 
ment Studies. Sussex! known lor its sus¬ 
tained and widely read work on the subject 
ol poverty, and any wrong mcs.sage con¬ 
veyed by them should not pass uncontested 
Before I address the issues raised by Moore 
et al, a view oi the background, contents 
and message of my original paper will be 
helpful 

BacsciRoiind and Poms or iiir Pais r 

lltc genesis ot my paper on a minority 
view on lural poverty in India lies in my 
(and many others') dissatisfaction with 
the ongoing debate on poverty, where 
/liflcrcnt scholars seemed to compete with 
each other in showing and arguing that 
rural poveily in India has been increasing 
over time, while the observed reality in 
several areas of the country indicated the 
opposite, in terms of visible betterment in 
people's livelihood. This mismatch, be¬ 
tween the dominant view based on the 
number oriented large-scale surveys and 
the scattered evidence from small-scale, 
focused enquines as well as the un- 
orgarased observations of fieldworkers, 
needed better understanding. Having been 
plosely involved in field research in rural 
areas for more than two decades, I became 
more conscious of several gaps in our 
methods and approaches for information 
colIecUon, that usually left out both 
^qualitative and a part of quantifiable 
details, inclusion of which could have 
givm a fuller picture of the changing 


incidence of poverty and related aspects 
in rural India. 

Besides factually illustrating the above 
gaps with the help of .several studies (Table 
I in my paper), I pleaded for amending 
our methods for inlormation collection by 
combining economic and anthropological 
approaches Based on my worit in villages 
of Rajasthan dunng the early I96(^ for 
over three years and dunng the early 198()s 
for a shorter pciiod, I compared the in¬ 
formation collected through: (a) standard 
survey methods, and (b) other intensive 
approaches capturing qualitative dimen¬ 
sions of change. Though confined to only 
two villages and a small sample, the find¬ 
ings indicated that the people who accord¬ 
ing to (a) have become incomewise poorer 
dunng the terminal years, are .significantly 
better ofl in overall economic welfare 
terms, when seen through approach (b) 
For this cxcrci.se 1 compared the average 
situation of the same households during 
1964-66 and 1982-84. 

Accordingly. I concluded that the mam 
explanation for the above paradox may he 
in the use ol specific approaches to assess 
and record economic changes involving 
the rural households Change in economic 
status revealed by qualitative indicators is 
an outcomeofgraduulchangeoveraperiod 
of time. Difference of per capita net in¬ 
come at two points of time (as is the case 
with the pure number centred surveys), 
may not capture this change. The mea¬ 
surement of income at one point in time 
captures only the current traasitory com¬ 
ponent of income, hut the permanent 
components (accumulated transitory com¬ 
ponents) of income in the pa.st are not 
captured. This reinforces the need for 
revising the research approach to under¬ 
stand the dynamics of rural change, and 
to covet permanent components of in¬ 
come change besides the transitory com¬ 
ponents, each of which may not move in 
the same direction. 


My reported case study was too small 
in Its coverage to encourage any general¬ 
isation of the results. However, this did 
indicate the need for complementing for¬ 
mal concepts and norms by more informal 
categoncs and methods to capture a greater 
extent of reality through social science 
research in the field It also underscored 
the importance of participant observations 
and in-dcpth micro-level investigations in 
field .studies Acknowledging the fact that 
intensive and qualitative information 
gathering may prove costly, I pleaded that 
this approach can be used fur generating 
relevant indicators (proxies) that can form 
part of the large-scale, formal data-gath- 
enngefforts Bcsidc.s, the insights received 
through .such intensive investigations can. 
help in better interpretation of results from 
extensive studies. A complementary use 
of quantitative and qualitative methixis 
underlying the two approaches can help 
improve our understanding of the dynam¬ 
ics of poverty 

In 19841 presented my views and re.sults 
on the .subjeeb'n a workshop on ‘Methodo¬ 
logical Issues in Measuring Economic 
Change in Rural India' organiseii by Pranab 
Bardhan (1989), and then put the paper 
back in to my files thinking that it rep¬ 
resented too insignificant a voice (as it was 
based on loo small a .sample), to rai.se it 
further in the mainstream discourse on the 
subject. Subsequently, the promoters of 
'participatory rural appraisal' such as 
Robert Chambers, induced me to try a 
wider circulation of the paper Hence, in 
1988 It was published in EPW - as a 
minority view in poverty debate The paper 
finally proved tohe oneof my most referred 
and (fully nr partly) rcpnxfuced piece, 
being used (as such or in modified form) 
by .several agencies ranging from glass 
roots level NGOs in India to the World 
Bank (in their participatory poverty as¬ 
sessment projects in different countries). 
*.sthe paper prcsentedadiffeient perspec¬ 
tive on poverty a.ssessment, soon after its 
publication several policy advisors asw 
elated with the then Janta government in 
India recommended this as a 'useful' 
reading for professionals dealing with 
poverty and poverty line in the Planning 
Cnmmis.sion The major strengths of the 
paper to my mind were: in-dcpth infor¬ 
mation on different aspects through sus¬ 
tained work in these villages (over three 
years initially and shorter periods dunng 
the late 1970s and early 1980s), and 
constructive dissent on the conventional 
methods to capture changes in rural areas. 
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followed by positive suggestions to com* 
Inne vanous research approaches includ* 
ing incorporation of the poor's own per* 
ceptions ol poverty processes. 

Furthermore, in the late l*)80s the per¬ 
spective presented in iny paper was prob¬ 
ably a lonely voice, but since then, a 
visible constituency - consisting of those 
supporting intcrdisciplmaiy research (») 
rural change, bottom up approach to anti¬ 
poverty interventions, participatory rural 
appraisal (PRA) groups, etc - has devel¬ 
ops around this perspective. However, 
Moore et ai desenbing this as a ‘populist 
view’ (p 20), do not .seem to approve of 
It. Their cnticism of the literature with this 
orientation is described as efforts focused 
on “struggling with stiaw men, i e, econo¬ 
mists” (p 16) further reflects this 

CRincKSM BY MrxjKi n al(1988) 

The IDS paper by Mixire et al (1988) 
supported by a grant Horn Swedish SfDA 
review.s, besides other things, the relevant 
literature on the poor’s perception of 
poverty, its causes, processes, remedies, 
etc. Maybe because ol the very nature of 
their a.ssignmcnt or because of their frus¬ 
tration on not being able to fit the docu¬ 
mented diverse evidence on poverty to 
their neat conceptual formulations on 
poverty, the reviewers are cntical of most 
of the publications (or group of publica¬ 
tions) they Ux)k at They do identify gaps 
in reseanrh methods and conclusions of 
different studies, but end without making 
radically different, alicmativc, workable 
suggestions Furthermore, while the iden¬ 
tified gaps in most cases arc clearly pn>- 
jected. the contributions of most papers 
are presented as filtered wisdom of their 
own review Howcvei both .space and the 
focus of my comment would not permit 
elaboration on the plus and minus points 
of the IDS paper in question 1 will con¬ 
centrate on the issues raised by Moore 
et al on my paper. In essence their concern 
IS that through my poverty paper 1 have 
amved at mcslcading conclusions and the 
latter are rooted in my misunderstanding 
of money-metne measures of poverty To 
elaborate on this let me reproduce what 
they have ta say. 

Moore ct al <1998) begin their entique 
of my paper with a statement.. “Jodha’s 
woilc on two villages in Raja.sthan, India 
has been widely citeil in support of the 
argument that cimvcntional money-metne 
measures (MMMs) of poverty can be 
positively misleading Jodha's argument 
IS Itself misleading. Because it has been 
so influeniiai in this field, the weak links 
in his arguments should he expoied” 
(empha.sis added) To do so they first 


summarise their argument as follows. 

“Jodha measured the incidence of pov¬ 
erty in these two villages in 1963-66, and 
again in 1982-84 He found that, although 
average real (private, money) incomes 
had increased over this penod, they had 
actually declined by more than S per cent 
for 38 per cent of households. Yet the 
majority of these same apparcntly-poorer 
households reported that they were better 
off on a wide range of other critena, 
including: lesser dependence on landlords 
and patrons on a range of dimensions; 
le.sscr resort to ‘emergency’ income earn¬ 
ing strategics (migration, withdrawing 
children from school, petty part time jobs, 
gathering food, fuel and fodder); larger 
savings, mure travel: and a wider and 
mure vaned diet His argument that this 
illustrates the fundamental weaknesses in 
money-metric measures and concepts of 
poverty, is based on three misunder¬ 
standings. 

First, a money-metric measure of in¬ 
come IS simply that. MMMs of income are 
not intended to measure anything else 
ITherc is no inconsistency between the 
idea that (moncy-metne) income has 
declined hut perceived welfare has im¬ 
proved It IS not unusual in OECD coun¬ 
tries for people to feel no better of I or even 
worse off - when money-metric incomes 
have increased 

Second, the measured income decline 
related only to privately-generated in¬ 
comes, not to what in othci contexts has 
been called ‘the .social wage', i c, the 
stream of benefits stemming fiom public 
investment and action It is quite clear 
from Jixiha'saccount that the ‘social wage’ 
had increased over the time period he was 
re.seai ching: piped drinking water had been 
provided and reduced the incidence of 
guinea-worm, off-season employment 
opportunities in public works had been 
introduced: and ‘institutional reforms' had 
given some poor people house-sites and 
debt reductions. There was a substantial 
reported increase in off-farm regular jobs 
In addition, enhanced electoral competi¬ 
tion meant that the political factions led 
by the nch were now competing tor the 
votes o* the poor. The people who said 
they were better off although their money 
incomes had apparently declined, prob¬ 
ably were better off in a matenal sen.se 

Third, It is far from clear that in these 
villages the pn vate money-metne incomes 
of the poor had actually declined. Jodha 
does not tell us how far money-metne had 
fallen, simply that they had declined by 
more than 5 per cent tor 38 per cent of 
households We do not know if the average 
decline was substantial, or marginal and 


within the nonnal ran^ of measurement 
enor fm-such surveys. The informadon he 
provides is quite consistent with the idea 
that the long-term trend was for the in¬ 
comes even of the poor to increase, and 
that the apparent decline was the result of 
the intera^on of weather patterns with his 
choice of survey periods. He tells us thai^ 
his income measure for the base penod, 
1963-66, was actually adjusted upwards by 
omitting entirely data for die year 1963-64 
on the grounds that it was a drought year! 
Actual incomes at his base lim period 
were therefore lower than those that he 
used in his calculations. There had been 
continuous good weather dunng 1974-78, 
that presumably helps explain why even 
the households he reported as suffenni; 
‘income decline' in 1982-84 compared to 
1963-66 actually reported large incrcasrs 
in as.scis over the penod, c.special]y hous 
ing and bunded farm plots. The weather 
conditions in the rinal period, 1982-84. 
were ‘slightly’ worse than dunng the initial 
penod In a rainfall-dependent jgncul 
tuial economy, ‘slightly’ worse weather 
c luld presumably account tor vime al 
least ol the observed decline in money 
inetiic incomes 

In sum. Jodha's aiticle simply warns us 
against drawing siinplKstic conclusions 
about pcwcity tiends fioin monuy-metiu 
measuies of private incomes faken at two 
points in time It docs not make a convin¬ 
cing case that there is a weak link between 
these measures and pixn people's pcrccp 
tions of their welfare 

Befote 1 respond to these que stums one 
by one let me add that my first general 
assessment of the cnticisms by Mooie 
ct al. Is that wtiile raising these questions 
they seem to he kn(x;king at the wrong 
door (1 c, uttnbuimg own interpretation to 
the putpo.se and ines.sagc of my paper and 
then questioning the same), or they secni 
to be knocking at an open door, (i c. a 
search for explanations most of which 
already exist in the paper specially in the 
footnotes and tables). 

MoNi-Y-MErRir Measorf of Poverty 

On niy alleged misunderstanding aboui 
MMM of poverty, I state the following 

It anyone reads my paper carefully, it 
is not against MMM per re. The thrust ol 
the paper is on the mainstream methods 
of economic enquiries, i e, surveys in rural 
India, which inevitidily cover only part ot 
the reality and changes. The uncovered 
realities too have several components 
which can he quantified and have mon¬ 
etary value. Table I, in my paper refeiTing 
to nine studies, gives details on several' 
aspects covered by (a) the standard survc) 
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methods routinely used (ie, 1 to2rounds 
ofpure number collection, ofteninaientote 
control research mode), and by (b) the 
more intensive and focused mquiries on 
the some aspects covering the same sample. 
TIm gaps, i e, underreporting, in the values 
of the verifies covered by approach 

(a) compared to approach (b), ranged bet¬ 
ween 11 per cent and 144 per cent in 
different cases. 

My argument supported by factual, 
quantified evidence was about the conven¬ 
tional approaches (i e, variable covered 
and methods ased) fcv arriving at MMM 
income rather than belittling the impor¬ 
tance of MMM. Any misinformation or 
undennformaiion acquiring general ac¬ 
ceptance simply because it is quantified 
and presented in MMM format, tends to 
erode the credibility of MMM itself 
Asking for careful studies and fuller 
coverage by MMM as well as supplement¬ 
ing the latter by non-MMM onented re¬ 
search does not mean discarding MMM 
My concern is not about *what‘ but ‘how’ 
aspect of MMM. 

My next response relates to the review¬ 
ers' ‘educative’ statement for me that, 
“MMM of income is simply that; they arc 
not intended to measure anything else’’. 
Firstly, this statement may he enlighten¬ 
ing for some but the sort of mode.sty or 
disclaimer it conveys is hard to find in the 
arguments and evidence marshalled to 
show increased incidence of poverty in 
rural India Secondly, the central pnibicm 
IS that the methods and approaches we use 
fail to cover or measure even whatever 
“MMM intends to measure" And despite 
this limitation, i c, partial measurements 
of economic change, we use the same 
information as a foundation for loud noise 
on the growth of poverty. If MMM is not 
intended to cover more than ‘the intended 
part of income/well-being’, how could the 
debate based on this partial assessment be 
allowed to project unqualified depressing 
.scenarios and send deprcs.sing messages 
to the public and policymakers. The wider 
availidiilUy of MMM data and their prag¬ 
matic use to indicate broad macro-level 
trends on the incidence of poverty are 
important factors supporting MMM as the 
reviewers say But the problem is that 
while projecting the results the scholars 
often forget to explicitly warn readers of 
their limitations. Media, and interested 
politicians or activists pick up tlw message 
in its unqualiOed form, md amplify the 
same as it suits their purpose. 

The reviewers further argue that lower 
money income and high welfare (raUier 
‘feelings of welfare’) are not inconsiMent 
But again 1 am not talking of inconsis¬ 


tency of two results but the methods and 
approaches underiying die assessment of 
the two, which tend to promote gaps 
between the two Moreover, in my paper 
I do not talk of ‘people’s feelings of per¬ 
ceived welfare’ Instead. I am talking of 
positive changes m the economic condi¬ 
tions of the people, reflected through con¬ 
crete, tangible facts (assets and income 
streams, etc, which poor did receive) but 
which could not be captured by conven¬ 
tional method to arrive at MMM of income. 

MMM AND ScK'iAi. Wage 

My .second alleged misunderstanding 
relates to the fact that MMM covers pri¬ 
vately generated incomes and does not 
mea.sure ‘the social wages’, i e, streams 
of beneril,s stemming from public invest¬ 
ment and action 

While indicating the above fact, by 
implication the reviewers themselves tend 
to discount the value of MMM as a tool 
to capture real incidence of poverty. And 
that i.s precisely my point when I present 
qualitative indicatois of improv^ eco¬ 
nomic status of the households despite 
decline in their MMM income. Moreover, 
if poverty is really reduced, it does nut 
matter what mechanisms (i e, current tran¬ 
sitory income or cumulated transitory 
income) helped it Our inability to capture 
part of It will not make it vanish. 

It should be .stated that the siKial wage 
in most contexts ultimately matenaliscs in 
real benefits in the form of imputed or 
actual private income (including through 
cost .saving) Fheir flow again is of cumu¬ 
lative type over a period of time As 
mentioned earlier the conventional MMM 
approach bc.sidcs bypassing several quan¬ 
tifiable income components at any point 
of time, focu.scs on two points of time and 
covers only transitory types of income, 
and not the cumulative types of income 
flowsdunng the intervening periixl. These 
income streams finally result in asset 
creation and capacity building for har¬ 
nessing other potential income options. 
They in turn help the poor to break the 
poverty trap. This has happened in the 
case of households covered by my study 
I list several changes facilitating this trans¬ 
formation. Moore ct ai use my own de¬ 
scription of positive change, to tell me that 
peoplehavcbecomebctteroffdiic to ‘social 
wage’. Yet in the process of defending 
limitations of MMM approach, by impli¬ 
cation they tell me to disregaid these 
positive changes and thereby try to re¬ 
move my alleged misunderstanding of the 
pov^y issues 

My experience is that if the methods for 
iiiformabon collection are properly de¬ 


signed and executed, several components 
of ‘social wage’ or rather its quantifiable 
impacts can he captured by the formal 
MMM approach as well. Significam pro¬ 
portion of MMM incomes already contain 
imputed values of income components. 
The s«ne approach with suitable changes 
can he extended to capture income flows 
of ‘social wage* type. The following 
discussion illu.strates this. 

As a part of an exercise to understand 
‘the prcK'css of pauperisation’ of families, 
we attempted to identify and assess the 
private income generating dimensions of 
the qualitative indicators of change in the 
socio-economic .status of the poor. How¬ 
ever not recognising its relevance, 1 did 
nm report it, in my paper under quesbon. 
For this exercise we picked up only a few 
qualitative indicators out of the .18 indi¬ 
cators of positive change used in my study. 
The purpose of the cxerci.se was to .see the 
reali.scd benefits of qualitative changes in 
tci ms of current income For this wc com¬ 
pared the situation with and without these 
changes at village level and at the am- 
cemed households level Based on the 
actual practices and associated informa¬ 
tion. wc lo'iked at the costs saved or 
additional income generated through these 
changes We identified the actual extent 
of a variable/pfacticc. and then asing the 
extent of economic gains (as coefficients) 
associated with it, we imputed the income 
contnbution of the same. The broad quan¬ 
titative details emerging from this exer- 
ci.se are as follows* 

(a) The average crop season wage rate 
and wage earning of the households (a) 
who stopped living on landlords’ land 
compaic^ to (b) thase who lived, and 
suffered the consequences of exploitative 
bondage, were 30 to 4.5 per cent higher. 
The corresponding extent of crop harvest 
from own fields in the case of (a) category 
of households was IS to 55 percent higher. 
The lower harvest in the case of (b) cat¬ 
egory of households was due to their 
inability to perform timely operations in 
own fields, as the landlords’ fields always 
got priority. 

(b) Thc gross annual earning of attached 
labourers was 50 to 70 per cent lower than 
those who got freed from this status and 
worked independently 

(c) The co.st of off-season food borrow¬ 
ing and seed loan (in kind) from patrons 
was4S to 80 percent higher than the same 
items purchased from open market The 
MMM incomcwisc poorer households who 
used the open market gamed in the proce.ss 
to the above extent 

(d) The cost of piecemeal oi day-to-day 
purcha.scs of provisions was 80 to 120 per 
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cent higher than the purchases in lump 
sum for months together. The poor house¬ 
holds after the changed status £d the latter 
and gained tn the process. 

(e) The price differences in the case of 
distress sale of farm products soon after 
the harvc.si (often to a single fixed buyer/ 
landlord) and the planned sale (to open 
maiket). ranged between 25 to 40 per cent, 
again benefiting the poor with changed 
economic status 

(0 In terms of .spending money on 
schooling, travel, better food items and 
cash purcha.ses despite decline in annual 
MMM income, the gap between those 
with and without socio-economic status 
change ranged between KO to 200 per cent 

Based on the context of concerned 
households and their extent of involve¬ 
ment in the aforementioned cost saving 
and income enhancing activities, we at¬ 
tempted imputation of additional incomes 
tor Acm. To avoid any pos-sibility of double 
aiunting we subtracted already reported 
income under MMM A glance at the 
remaining imputed, unieported income 
changes showed that in the case of 28 out 
of 3S poor households studied tn my paper, 
this amount of income overenmpensated 
their already reported MMM income- 
decline by more than 20 per cent. In the 
icmaining households this surplus (i e, 
ovcrcompcasation) ranged between 9 to 
13 per cent We also learned that by using 
appropnaie methods and approaches, large 
parts of the above ‘unperceived* incomes 
(through .social wage) could be incorpo¬ 
rated into MMM of incomes 

ExibNI III Ini'omi Oi-cunf 

The third alleged misunderstanding 
attributed to me by Moore et al relates to 
my data on the extent of decline in the pour 
households' income dunng the final pe- 
nod. Of all the issues raised by them about 
my paper, the que.stions on this aspect 
seem moic relevant to me Source of this 
concern lies partly in their not carefully 
looking at the paper (specially footnotes) 
and mainly in my not supplying adequate 
information, specially for the readers 
unfamiliar with the economy and people's 
adjustment mechanisms in the and region 
of western Rajasthan. 

The reviewers’ first concern is to know 
whether decline in the ptmr's incomes was 
significant enough or just marginal If the 
latter was the case, then there is no incon¬ 
sistency between MMM income and 
impiovcd welfare levels of the poor sug¬ 
gested by my qualitative indicators 
(in Tables 3-7^ Tlic two have a strong 
link. 


Since I clubbed together all the house¬ 
holds having suffered net per capita in¬ 
come decline exceeding S per cent, this 
concern is quite genuine. By treating S per 
cent plus or minus change in income as 
indicator of constant real income, I fo¬ 
cused only on the cases where income 
changed negatively, i e. more than S 
percent. This was rather simplistic. I 
.should have given more disaggregated 
details, which I did have. They arc pre- 
.sented below. 

For 35 households out of the sample of 
95 households, whose real incomes de¬ 
clined by more than 5 per cent, (he dis¬ 
aggregated picture revealed that. 14 house¬ 
holds had income decline (in 1982-84 
compared to 1964-66) of 35 per cent and 
more; for 10 households the correspond¬ 
ing decline ranged from 25 to 34 per cent, 
for another eight households the decline 
ranged between 15 to 24 percent, and for 
the remaining three households decline 
was between 8 to 14 percent. The average 
decline in the income ot all households 
putlogctherwasaiound30percent Hence, 
the decline in the poor's income was not 
insignificant. 

The second concern of the reviewers is 
the suspected overestimation of the in¬ 
come levels of the concerned households 
dunng the benchmark years which when 
compared with normal incomes during the 
terminal years indicated the decline. The 
three benchmark years were characterised 
by sevcie drought dunng 1963-64, very 
good rams dunng 1964-65 and average 
situation dunng 1965-66 The weather 
condition during (he final period was 
'slightly’ worse than the benchmark pc- 
nod once 1963-64 was excluded 1 pur¬ 
posely excluded the year 1963-64. for the 
reasons elaborated below. The reviewers 
attnbute the comparatively lower incomes 
in the final years to this choice of only 
two poientidly high income years for 
calculating average for the benchmark 
period. Let us address the involved issues: 
first the reasons for exclusion of the severe 
drought year and second its possible 
impacts on net income figures of bench¬ 
mark penod. 

First, the year l%3-64 was excluded 
because it was a severe diought year with 
no usable rains for cropping. The people 
tompared it with the 1942 famine. This 
was an extreme event, even tn the context 
of droughtprone arid region of Rajasthan. 
Forget crop farming, even the supplies 
(fodder) from ‘khejari’ and 'her bush*, the 
natural components of indigenous agro- 
forestry, serving as insurance during the 
drought years, were not available that year. 


Hence, during the year there was no in¬ 
come from any sources except from 
drought relief or distress sale of assets at 
throwaway prices. It was not possible to 
collect any household level data on any 
aspect except on impact of famine and 
famine relief which we did. 

Secondly, most of the households had 
fully or partially migrated to other areas 
and collection of data was not possible 
without the availability of respondents. 
Hus year’s fieldwork was largely devoted 
to drought related issues including migra¬ 
tion [Jodha 19751 

Furthermore, as shown by the above- 
mentioned famine study covenng these 
and many other villages, the loss and 
decline of assets, increase in extent of 
attached labour, etc, were so high during 
the 1963-64famine that its inclusion would 
have worsened the average picture oi 
qualitative indicators dunng the bench¬ 
mark period, and by contrast, would have 
shown much higher value of these indi¬ 
cators in the terminal period 

Inclusion of 1963-64, therefore, would 
only have distorted the picture of the 
average situation obtaining in early 196()s 
in the villages studied It may also be 
stated that withtheexclusionof incomel&ss 
extreme drought year we could manage 
to have a realistic average situation of the 
benchmark penod But there was no way 
to escape the lagged impact of this ex 
treme event on the subsequent year. 

The year 1964-65 being a very grxxl rain 
year and 1965-66 being a normal year, the 
average weather situation of benchmark 
period was ‘slightly’ better than the 
average of final years (1982-84). This 
difference in the weather, according to the 
reviewers, in a rainfed agricultural con¬ 
text might explain the decline in MMM 
incomes during the terminal penod and ^ 
thereby prove my conclusions on 
MMM wrong. This assessment is fairly 
logical until one looks at the ground 
realities. 

In fact, weatherwise benchmaik situa¬ 
tion offered .slightly better potential than 
the terminal years. But due to lagged impact 
of 1963-64 drought, (his potential could 
not be converted into high net incomes for 
the benchmark period. The situation, 
which we studied as part of already men¬ 
tioned study on famine indicated the fol¬ 
lowing: 

The initiation and timely conduct of key 
fum operations, including soil prepara¬ 
tion, seeing, weeding, etc (which signifi- 
cuitly (tetermine the crop performance in 
arid lands) was not possible in die study ^ 
villages, despite go^ rains in 1964-65. 
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beckise of loss or sale of draught animals, 
loss of owned seed material, non-avail¬ 
ability of feed for draft animals during 
ploughing, and non-availability of suffi¬ 
cient family labour to work on farm (as 
most of them had to continue to work at 
relief works »nce there was no food for 
consumption trom the preceding scarcity 
year). Hardly any household could carry 
out summei ploughing (field preparation 
prior to raias) during the good rain year, 
because of constraints imposed by the 
preceding drought. Tlie absence of sum¬ 
mer ploughing (that ensures better 
availability and stability of moisture for 
crop stand and mini mi tcs weeds), reduced 
the crop yields substantially, by as much 
as one-third in most lascs despite good 
rains 

To have an idea ol quaniilative dimen¬ 
sion of lagged impact ol preceding drought, 
wc may refer to the fol lowing items which 
adversely aficcted the net income situa¬ 
tion duting the years under question In 
the study villages, the cosi ol seed oi key 
irops of the area (in n.'al temis) during 
l9fi4-65 compared to 1983-84 was higher 
to the extern of 32 per cent (for pearl 
'* milleO. 40 |K‘i cent (fi>i sesamum), 28 per 
cent (for shorghumi 40-48 per cent 
(moth, mung bean and gawar) Furthci- 
more. despite goveiiiment eiiorts seed 
was not available in time Thccorrc.spond- 
mg wage rate dunng (tie peak perreds in 
19()4-65 were highci by 35-40 per cent, 
bullock hiiing rates weic higher by 50 to 
70 |vr LCiU 

I he above (actors cioded the potential 
advantage ollcied by giKxl lains. and in 
the process made Ihe average situations 
duiing belli hmaik and iinal years similar 
in teims ol inipaci nl weather on net 
incomes ol the concerned households 
^ I'urthermuie, even lor the sake of argu¬ 
ment, il one considers the view of Moore 
cl al that the pixir's lower income during 
1982-84 could he due lo 'slightly' adverse 
weather conditions compared to the bench¬ 
mark year, it should be stated that rainfall 
does not discriminate between different 
(aimers, specially whe ii iht ir holdings -ire 
not conccniratcd in the same area which 
could have less mucsturc than othcis due 
lo spatial variability ol rainlall within the 
' illagc territory The plots ol our respon¬ 
dents were scatteted in diltcrcnt ateas to 
be collectively attecled by 'micro level 
ram shadow situation’. In fact the real 
reasons lor net income decline toi the 
concerned households included factors 
such as sickness in the family, loss of 
draught animals dunng the ploughing 
" season, use of defective seed, pressing 


social obligations obstruefing farm opera¬ 
tion, factional disputes and litigation, 
coiKentration on local politics rather than 
farming by some families, etc, which were 
also recorded for another exercise on 
undersunding the 'process of pauper¬ 
isation' of families. 

With the above clarifications on the 
three concerns laiscd by Moore cl al, one 
should be in a position to judge whether 
the link between MMM of income and 
other indicators ot economic betterment 
is weak or not Funhermore. the weak link 
may not be an unavoidable inherent fea¬ 
ture of the situation Hie weakness or 
strength of the link would largely depend 
on how carefully and comprehensively 
MMM based income is assessed Hence, 
a pleading lor improving the methods foi 
MMM income and supplementing the same 


with quaiit^ivc aspects of change is not 
found^ on any sort of misunderstanding 
of poverty issues. 
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REVIEWS 


Colonial Medicine in India 

Amit Raiyui Basu 

Medicfaie and tfic R^j: Britisfa Medical Policy in India 1835*191] by Anil 
Kumar; Sage, 1998; Rs 395.00 cloth, pp 246. 


CRITICAL historiography of modem 
medicine in colonial India has become a 
scholarly concern in the last two decades, 
though there are not many scholarly works 
from south Asian writers. It is indeed a 
disjuncturc in social science discourse, 
particularly in history, that serious 
questioning of the modem nation state and 
nationalism has placed all agencies of 
power deployment under scrutiAy. And it 
is needles.^ to mention thm, health is one 
of those powerful sites through which it 
becomes possible for the dominant to 
gather consents in favour ot their ideo¬ 
logical rule, and also to control the body 
of the ‘public’ they rule 

Anil Kumar takes up the task of docu¬ 
menting the impact ot colonial mediciiK 
tn mid-19th to early 20th centuiy India, 
which “is an exercise in exploring how the 
new medical system made its way through 
new educational policies and institutions’’ 
with the aim of “locating science and 
technology component in the colonial 
expansion’’ (p 12). 

His choice for a specific penod like 
183S-19I1 comes from two impoilant 
moments in the constitution of a colonial 
medical policy. One is the commencement 
of the Hrst m^ical college in Calcutta in 
183S, and the second is institutionalisation 
of medical research in India under the 
banner of Research Fund A.ssociation in 
1911.Forthis.hehasorgamsedhisenquiiy 
aioundfourm^loi themes medical science 
and education in colonial India; growth 
of hospitals and pharmacy in India; colomal 
medical services; and diseases and medical 
research. These themes are again strucuired 
into thirty-four sections, which attempt to 
provide a kind of comprehensive social 
hi.stc»y that speaks ab^ the powerful 
colonial interventions, which were 
determined to suppress any local initiative 
which came into conflict witii the colonial 
order. 

In the opening chapteron medical science 
and education in colonial India, JCumar 
pmnts out a difference that "the scenario 
of cultural cohesion amongst science, 
society and sttde that we And in modem 
Europe was missing on the Indian stage, 
as hm, both science and society played 
to the tune of the imperial state" (p 17) 


(emphasis added). However on reading 
the following chapters, the rearfer might 
And how this ‘society’ appears not always 
playing to the tunes of die imperial state 
both within and outside the ambit of 
colonial order, contradicting Kumar’s 
homogenising statement. 

It is interesting to note diat the Arst 
medical institution was started with a 
proposal for teaching both western and 
indigenous medical sciences side by side. 
To fulAI the increa.sing demand for ‘native ' 
doctors’in the militaiyscrvtcesi The Native ^ 
Medical Institution came into being at 
Calcutta in June 1822 with 20 students 
for a three-year course in the vernacular 
languages. (The term ‘native doctor* was 
resisted by a British ofAcer who proposed 
‘hospilal/health assistant’ as an alternative 
in 1873 but was rejected by the higher 
order.) Kumar follows the development of 
diis institution closely and notices that the 
course-work penod increa.sed to A ve years, 
with FA (First Arts) as the minimum 
qualiAcation by i860. Dunng this time, 
the awarding of Bachelor of Medicine 
(MB) degree started, followed by MD and 
LMS (Licenciate in Medicine and Surgery) 
courses Also the ‘language controversy’ 
had been resolved by making a ‘separate 
vernacular class' to continue producing 
native doctors for the military. This 
vernacular course was taught entirely by 
Indians (read middle class Bengalis) and 
led by the eponymicai Marfiiusudan Gupta, 
who was awarded lor his translation of 
Hooper’s Anatomist's Vademecum, and 
performed with a tram of four others the 
Arst dissection of a human body in 1836. 
The reader would like to know how teachers 
and students were negotiating the 
languages todesenbe and interpret diseases 
tn Bengali. This is how a hyl»id modem 
medical discourse was being generated. 
However, Kumar's more interested in 
giviiq; descniMions of adnunistrative and 
policy decisions that struggled to strike a 
balance between maintaining a particular 
standard of medical education and the 
increasing demand for trained health 
professionals for governmental woik. 

A brief section in the same chapter, 
focusing on 'class composition’ of the 
trainees is interesting Kumarhasexplored 


the Director of Public Instruction (DPI) 
reports from 1855-75 and marked how the 
linguistic and caste grids were an>lied to 
hierarchise medical dducauon. By 
decreasing the number of stipendiary 
students in the English (or primaiy) class, 
the colonial government imtially started 
non-stipendiuy ‘free’ studentships. But 
within two decades, most of the students 
were‘paying’ Inthemihtary(orsec(Midary) 
class, a majonty of the students were 
Muslims from the north-western provmces 
in contrast with the pnmaiy class, where 
the maionty were upper caste Hindus who 
had already anchored their economic 
privilege in the metropolis. Kumar’s 
treatment of the matenals here does not 
provide much insight on the working of 
- theclass concept, ratherit straightforwardly 
aims at telescoping class and caste. How 
cultural institutions mediated the 
consbtution ot an elitemiddleclass through 
new disciphnary discourses is a complex 
phenomenon, and needs to be studied 
through a range of texts at different levels. 
If we agree that economically dmermined 
factors desfiite being important do not 
have pnmacy, then what cultural factors 
played signiAcant rolesinconstitutingnew 
hierarchies becomes the crucial question. 

Sections on medical education in 
Madras, Bombay and Punjab are brief, 
mainly summarising the moments of 
initiation, status and admission policy of 
the courses, and differences amongst than. 
For example, while in Bengal resistance 
from orthodox Hindu upper castes was not 
strong and subsided quickly, it took longer 
in Bombay to attract students to the course. 
Or, the way ‘hakeems’ were used inPunjab 
leading to an '(Hiental medicine’ course 
at the Onental College is noteworthy. Other 
sections, namely, growth of medical 
schools in India (pp 48-53); medical 
education in pnireely states ((^ S3-S4); 
medical education of women tn India 
(pp 54-62); introduction of homeopathy 
in India (pp 62-68). and traditional 
medicine and its crisis in conAdence 
(pp 68-72) are brief, summarised historio¬ 
graphies. Interpretations are offered 
wittout adequate argument. 

Documenution on the development of 
hospitals and pharmacy provides informa¬ 
tion denved/rom primary sources. While 
dealing with the issue of pharmaceittical 
development, Kumar bnngs out the conflict 
with nationalist forces and stresses how 
these initiatives were defeated. Is this a 
speciAc feature or one of the impacts of 
imperial strategies that develop^ with 
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modem phaimaccutical industries? Kumar 
could have said something more on these 
issues placing the colonial Indian context 
against other colonies and the emerging 
global market Writings on colonial 
medical services are descriptions of 
formations ol different grades of services 
and discharge of iaci<il policies through 
them Kumar takes notice of the genesis 
of resistance linked to nationalistic desires 
and the Indian National Congress. Likewise 
the chapter on ‘discase.s and research' is 
a piece of evolutionary historiography 
which shows how deficient rcseaa'h 
agenda was in terms of studying diseases 
and evolving scientific interventions for 
the colonised population To him re.scarch 
Ux> was qualified with a lack, a deferential 
that remained perpetually. 

While concluding Kumar says that “the 
Bntish led a healthier and richer life with 
increased vitality and life expectancy even 
whcncompaied to ihe I'uropeaii standards" 

(p 216), and his tindings claim that colonial 
medicine dominanti) suppressed indi¬ 
genous eftorts (both iraditional and the 
modem i and ‘‘they failed to make sure that 
a true art ol curing docs exist, and that 
investment in health care is an obligation, 
and not ju.st an option, of any civilised 
MK'ieiy” (p 225) But the question icmams 
why the nationalist foiccs could not cany 
out a radically different policy from the 
second hall of the 20ih century thniugh 
the transfer ol power' I )iscussing the issue 
within a binary I tame such as colonialism- 
nationalism narrows the .scope tor cap¬ 
turing Ihe complexities of instilulion- 
alisationof wc.stem ms*dicine Thectucial 
question of why and how Indians consented 
to this new science, cannot be answeied 
with the theory oi dominance and 
exploitation alone Much ol the discourse 
on colonial medicine is in a way internal, 
where debates ate raised m mimetic rhetone 
to refute, nuxlity, and subvert the colonial 
science If Kumar had consulted some of 
the ‘B pnv:ee«lings‘ where files for con- 
tnivcrsial cases ol dismissals/transfcrs/ 
reappointments are kept, and some 
icpre-suntative cases tiom the 'monthly 
returns of dispensaries and hospitals', 
possibilities lor probing deeper would have 
opened 

The topii of women doctors - though 
specific ca.se .studies arc given - is very 
sketchily worked out. and there is some 
unchecked information on the first woman 
dtK'tor Kadambini Ganguly, w'ho actually 
did not get an MB degree. When she 
appeared tor her final MB examination in 
1887. she was disciiminatcd against by a 
Bengali profe .sot RC Chandra who failed 
her in the practicals by one mark But the 


principal, DrCoates, awarded heralicencc 
called GBMC (Graduate of Bengal 
Medical College) which enabled her to 
practise medianc. Kadambini's story gives 
us an interesting narrative of contents and 
consents toward the hegemony of colo¬ 
nialism and patnarchy (Bandopadhyay. 
Moushumi (1995-96): ‘Kadambini 
Ganguly. The First Woman Medical 
Practitioner in Bengal 1861-1923'. Journal 
of History, Jadavpur University, Vol 14, 
pp 21 -31; and also see Deb, Chitra (1 ‘)94) 
Mahila Daktat. Ek Vin Graher Basinda', 
Ananda. Calcutta). 

The question of ‘Raj' t(X) is discussed 
only in a paragraph derived mainly from 
a book titled The Raj Syndrome (S 
Chakravarty, Delhi, 1991) It does not 


address how such prefixes can impiicatr 
the domineering notions in a mono- 
culturaiist code. We already have a range 
of recenttitlesonthe ‘Raj’ andonc wonders 
why such a choice is made. 

However, one must admit that b) 
publishing this book, the author has 
presented a range of information on Indian 
medical historiography, and the reader gets’ 
a well worked out bibliography on the 
subject. It IS understandably difficult t(> 
present a comprehensive social history 
with 34 sections in 225 pages of text with 
roughly seven pages per section Yet 
Kumar's work should find a place among 
the early scholars from .south Asia who 
participated m the cntical hi.storiograph\ 
of medicine at the turn of the century 


Development and Status of Women 

Gurpreet Bal 

Gender, Work and Power Relations: A Case Study of Haryana by Kanjaii.i 
Kumaii, Har-Anand Publications. New Delhi. 1998; pp 332. price Rs 495 


AN atlcmpt at undei standing the link 
between work and power in the context 
ol gender rolafions is a pnxrc.ss of going 
beyond truistic explanations of women’s 
status Howdocsempowermentofwomen 
take place'' Can we say that employment 
IS the path to power? For answers we need 
to examine the relation.ship between 
economy and society It economic 
developmcnt is one ol the solutions, then 
we must undcistandtheway It works One 
conjecture could be that with the economic 
development work opportunities increase 
manifold giving women the chance to 
enter into the labour market liconomic 
indcpcndcncc may affect women's ability 
to influence decision-making processes at 
different levels of their social life. 

Located in the above contention is the 
book under review which examines 
whether the development of agnculture 
has influenced work opportunities for 
women and subsequently then position in 
the power hierarchy It would be 
worthwhile to highlight the findings of 
this extensive study divided into 11 
chapters. The first five chapters provide 
purely descriptive accounts of the 
economic development of Haryana 
followed by the geography, demography 
and economic development of four selected 
distnets Each district has been identified 
in terms of its development. According to 
the scale constructed, Kurukshetra has veiy 
high, Rohtak - high, Bhiwani - low and 
Mahcndragarh - very low levels of 


dcvelopnieni Ibree villages lioi.i cacti 
district were chosen randomly and thus tls" 
developed and the underdeveloped vi llagcs 
temain equally represented 

The basic argument presented by the 
authoi IS that women's work partii ipaiion 
would determine her status cnhancemcat 
The high rate of women’s woik activities 
are considered a necessary outcome of the 
development process It is inteicsting i" 
find from the data that districts with higli 
level of development .show low rate ol 
women’s work participation The leaJ 
developed distnets reveal high latc ol 
womcn’.s work participation The sample 
depicts that nearly 29 pcrccniof the women 
provide family labour which implies that 
their work rcmainsunpaid Another41 pe'i 
cent are doing domc.stiL woik which i.s 
not con.sidered 'work' Eight per cent are 
wage workers. 3 per cent self-employed, 
besides a giHxi number of them employed 
in hou.schold prixluction exclusively In 
all, 51 per cent of the women are engag d 
in agnculture The major activity thes 
perform is cutting and threshing Only -12 
per cent of the wage workers could woiL 
for more than 183 days a year. Thcrcloie 
for most of the women their work remains 
secondary, unreported, unpaid, undei- 
valued and invisible. 

Agncultural development has producrit 
specific consequences for women. Hk 
use of technology in agriculture has 
increased the workload of women 
belonging to landowning households'' 
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whereas work opportunities are dermasing 
for women of landless households. The 
wages of skilled workers have increased 
slightly as compared to unskilled workers. 
Women’s overall work participation has 
gone up. but it has failed to add in any 
way totheireccMiomic orsocial status The 
author comments that “women’s contri¬ 
bution is most often evaluated according 
to male perceptions and interests ..Neither 
men nor women ha\e understood the 
signiflcancc of the performance relation¬ 
ship of women’s contnbution to survival 
and maintenance of the household oi 
gender structure” (p 230) 

fhepoorstatcofeffectivcnessof various 
rural development programmes may be 
c.stimated fiom the fak.t that up to d2 pei 
cent oi women repotted that they weic 
fetching watci fnmi tar oil places About 
K4 pet cent women h.id to collect fodder 
ironi distant places Non availability oi 
fuel for cooking and lack ol access to 
transport lacilitics lurthcr htndci their 
ettectivcncss us priKluclive individuals 
outside the household. 

Findings oi the study indicate that 
women are marginalised within the piiKcss 
ol development in iaci arguments emerge 
in support of the concept of fcminisation 
of poverty which may he seen in three 
contexts First, work opportunities tend to 
decrea-sc lor wage workers Scheduled 
caste women bearihe hi untof ‘involuntary 
iinemploymcnt’ lippci castes withdraw 
iheir women from employment as 
ilevelopmeiit occurs Second, women in 
the study had almost no access to means 
of pioduction Hven li they had owner¬ 
ship, they were 'powerless' in exercising 
control 'nurd, the technology has greatly 
increased the cost ol agneulture Ii has 
increa,sed the misery ol lemale-hcadcd 
households in terms ol workload and 
utilisation of cosMy technology. 

In the last two chaplets women’s work 
and gender relations from women’s as 
well as men's perspectives arc examined. 
It has been argued that women remain 
excluded from any participation in 
important decisions, such as money 
matters, mtlic family. Ilie husband decides 
such matters. From political economy 
perspective, level of development does 
not have a significant influence on 
women’s status. However, the level of 
women's woik participation has a direct 
beating on Iheir status. So far as women’s 
perceptions of their status are concerned, 
they feel that traditions and conventions 
play more a definitive part than anything 
else. The study also shows a positive 
comlation between women’s work and 
male perception regarding issues relating 


to the status of women. Most women were 
against their participation in politics. 

The author has conceded in the beginning 
of the book that in .spite of agnculhiral 
development there remain grey areas so 
far as women’s conditions are concerned 
In the ca.se of Haryana we find adverse 
sex ratio, amniocentesis, female in¬ 
fanticide. low life expectancy for girls at 
birth and dowty deaths These arc either 
a result of development or have remained 
untouched by it Howcvei, the author has 
not taken the holistic definition of work 
as a result of which women's household 
work IS Ignored in estimating their work 
activities 'This may be because as an 
cmpincal work the study has well-defined 
limned objectives Thus, the direct associa¬ 
tion between economic development and 
women's work and their status and powei 
hasbecn statistically confirmed Woik here 


aKHTAR HOSSAIN’sbook aims to deal 
with economic giowth, structural change 
and siK'ial development in Bangladesh 
under the regime of Sheikh Mupbur 
Rahman (IdVl-l*)?.*!), Ziaur Rahman 
(1976-I9HI) and llossain Muhammad 
Ershad (19X2-f 990) It comprises two 
parts, part one examines growth and 
structural change with a focus in output 
and the labour lone and economic growth 
and social development, part iwodiscusses 
the macm-econoinic issues and reveals 
outcome ol the policies adopted by the 
above three regimes 
What IS the backgiound information on 
Banglade.sh pnor to 1971'’Before 1971, 
It was a rural economy with some public 
sector industnes The role of manufac¬ 
turing in the development procc.ss was 
marginal; pattern ol industrialisation 
was dominated by import substitution 
policies However, there was a significant 
global demand for tute and jute gtxids. 
It had contnbuted significantly to the 
economy of undivided Pakistan, as it was 
only the major export item. Hie fall of 
global demand ol jiitc and jute goods has 
been observed since 1971 onwards due 
to availability of cheap synthetic fibre and 
materials This had an important policy 
bearing on the economy of Bangladc.sh. 
After the war of independence, Bangla¬ 
desh followed socialist pattern of 


refers to women's income generating 
activitiesandrecogmtion of their domestic 
activities would lake time. Thusthechange 
in power relations remains a dream for 
many women 

Nowadays, it has become a fashion to 
cithergo forpurcempincal-statisticul mode 
of explanation ot to ptovide neologistic 
interpretation heavily bomiwcd fiompo.st- 
mudemest Iheoncs. One may reject both 
Without the jugglery of numbers, tables 
and correlations as well as the use of 
untenable concepts it is possible to make 
sense ol observable data The quanti- 
lication of reality tends tohccome evidence 
amounting to prmii, hut the qualitative 
case studies are more useful in providing 
insights into women's pn^hlem The study 
tells us how economic development or 
even paid woik do not help improve the 
status ol women 


development Banks, financial institu¬ 
tions, private sector industries were 
ndtionalKsed 'fhis created rampant cor¬ 
ruption and mismanagemeni Alter the 
assassination ot Sheikh Mupbur Rahman, 
the counliy made a clear departure liom 
the eailier policies Dc-nationalisations. 
open credit policies were tollowed 
However. Bangladesh perhaps will be the 
only case ubeie privatcsations led to 
unsatisfactoiy lesulls In the foixl from, 
the country under the said regime showed 
.satisfactory perlorinancc due to positive 
agro-climatic conditions General Ershad 
UKik the charge after the assassination ot 
General Ziaui Rahman 
It appears that political uncertainties 
contributed signilicantly to the impedi¬ 
ments of development Ibe idea of ex¬ 
amining the .select macro-economic 
parameters' behaviour in understanding 
rcgimcwisc performance seems to he 
mistaken This is due to the tact that the 
policy changes after I97.‘i sccnaiio have 
been marginal. In the name of develop¬ 
ment. Zia followed brief ease-based 
industnahstion. sanctioning public sector 
hanks resources to the ctony bu.sine.ssnicn 
Incidentally, positive signals also started 
being recorded during this penod As per 
example demand for Bangladeshi .skill 
and unskilled labours in south Asia and 
west Asia increased, the country was able 


Managing Bangladesh Economy 

Arindam Banik 

Macro-economic Lssucs and Policies: The Case of Bangladesh by Akhtar 
Hossain, Sage Publications, New Delhi, 1997. pp 3S.3. Rs 425 
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to explore exports of garments to the US 
and the European union. Hossain places 
firmly on the agenda of so-called popular 
policies that had a negative development 
fundamental 

Aids, grants by the developed countries 
immensely contributed to the develop¬ 
ment of infrastructure in Bangladesh 
under the regime General Ershad. Even 
then corruption, ambiguous poHcies 
dominated the regime. This links to a 
point connected with Hossain* s analysis 
of the translation of social into political 
facts through political practice adopted 
by the regime Thus, a possible tension 
should be a definite phenomenon, and 
Bangladesh no longer deviated from this 
rule of the game 

What are the factors explaining 
prevalence of inflation in Bangladesh 
during 1970s and 1980'' Evidently one 
must try toexpiore the root of the pniblem. 
The major contributory factor of inflation 
in Bangladesh could be explained by food 
and pnmary products It is a food deficit 
country Tlie shortage per annum on 
average is from I 6 million tonne to 
2.2 million tonne They are imported from 
Thailand, India and other nee producing 
countries. Currency depreciation, foreign 
exchange market aggravated the situa¬ 
tion. In the later stage, government of 
India's foreign exchange policy has 
reduced the magnitude. This is indeed a 
great departure in determining a cost of 
a product both ptixluced in India and 
Bangladesh from the earlier stage. India 
is important here because the country in 
recent time has been the leading trading 
partner with Bangladesh There is a 
common perception in Banglade.sh that 
the country has become the destination 
of Indian poor quality product Here 
nothing is political and one must accept 
the economic reasoning. This has 
happened due to restructuring of foreign 
exchange rate in India after the 1991 
scenario. Indeed, the magnitude of 
deprecianon of foreign exchange rate in 
In^ IS very high compared to Bangladesh. 
Because of this reason, the country has 
shifted Its import from south-east Asian 
countries to India. 

Is there any incentive to produce more 
farm products in Bangaldesh''The answer 
is no. Farm products are cheaper in India 
than in Bangladesh due to large subsidy 
component. This component is very 
marginal in Bangladesh. Thus the cheap 
food product dominates Bangladeshi 
market. The imihilatenl agencies can 
create pressure on the government of 
Bangia^h to eliminate sub«dy due to 
inherent weakness of the economy Thus, 


die farmers are poor and the rate oi 
unemployment is very high [Banik 1998] 
Over the period, the political leaders have 
efficiently managed this situation. This is 
peihaps the root cause of the problem. 
Hossain should have thought over this 
aspect. 

What are the other aspects of inflation 
in Bangladesh during the said period*' 
Hossain argues that monetary policy 
in Bangladesh has a built-in inflationaiy 
bias. At the qore of the monetarist view 
of inflation, endorsed by some group of 
economist is the idea that inflation exists 
when there is excess money. Now here 
isaprobiem Toquote,Rangarajan(1998). 
".. the process of money creation is a 
process of credit creation” (p 23). It is 
only possible when they are invested 
for productive gains despite a shoit-run 
inflation risk. Unfortunately, it has 
been the poliucal leaders who arc res¬ 
ponsible for the whole chaos Then what 
should be the role of monetary policy in 
an ideal condition? To quote Kaldor 
(1984), “In my view the proper le.st of 
competence of a central bank is how far 
It succeeds in ensuring that the banking 
.system grants sufficient credit at the 
disposal of industiy and commerce so 
that the true economic potential of the 
economy can be reasonably fully 
exploited ." (p 19). However, the credit 
disbursal system has been politically 
motivated, explaining the existence of 
crony capitalism [Krugman 1998]. 

As already mentioned, Hossain has 
analysed macro-economic parameters 
under three political regimes. Hossain has 
righly mentioned the failure of institu¬ 
tions in these aspects. Indeed, chapter IS 
eases the connections and the elastic 
expression ‘articulations' allows multiple 
voices/approaches. The free, independent 
and fair institutions are definitely the key 
parametersof development in Bangladesh 
The book deserves to be read as a piece 
of document on applied mac to -economics 
in Bangladesh. 
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SPECIAL AKTICLES 


Why Economic Analysis Is Essential to Resettlement 

A Sociologist’s \lew 

Michad M Cenwa 


This paper examines the current state of the art in resettlement research, comparing the progress in socio- 
anthropological knowledge about resettlement with economic knowledge. The comparison questions whether 
the economic knowledge and the analytical methods used for planning andfinancing resettlement are adequate 
for achieving the goals of resettlement policy. 

Historically, research on involuntary resettlement has emerged primarily within the fields of anthropology 
and sociology. Economic research on displacement and resettlement, the author argues, is virtually missing 
- but would be indispensable to improving resettlement outcomes. 

The paper argues that the method of cost-benefit analysis, and the conventional project risk and sensitivity 
analyses used in projects entailing resettlement, are incapable of ans\yering displacement's economic and 
financial challenges and in practice tolerate the structural undetfinancing of resettlement operations. 

The author calks for a constructive “alliance " between economic and sociological knowledge on resettlement 
and argues that in-depth economic knowledge is indispensable to achieving two fundamental goals of 


resettlement policy: reduced displa 

THE pnmary goal of any involuntary 
resettlement process is to prevent im- 
/povenshment and to i mpnive the livelihood 
of resettlers To do this, governments and 
technical agencies must understand the 
economics of dispossession, impovensh- 
ment and recovery, and plan for growth 
at the relocation site The key point of this 
chapter is that displaced populations face 
a specific set of nsks. These atypical risks 
arc not addressed in routine project 
economic analysis. Robust empirical 
evidence has shown that, in most cases, 
these overlooked and liltleunderstood nsks 
result in cumulated deprivations and severe 
impoverishment. 

y 

Insularity vcrsi s Partnership 

Decades of soctologicai and socio- 
anthropological research have generated 
a substantial body ol social knowledge 
about resettlement. This knowledge has 
been translated into policy and operational 
prescriptions that have improved many 
involuntary resettlement operations. 

Hoiyever. by its very nature, anihro- 
polopcal research primarily focuses on^ 
socio-cultural dimensions. Jt does not 
regularly use thetoolsof economic analysis 
to explore the economic and financial 
vana^s of resettlement. Nor does it 
explore how those vanables are incorpora¬ 
ted into project budgets. Research finings 
and lessons from praaice indicate that far 
mexe focus on the economic and financial 
components of resettlement is needed, 
s Socio-anthropological knowledge, 
howe ver important, is not sufficient alone 
to guide all the economic and financial 


rement and development of resettlers 

steps involved in displacement and 
resettlement. Anthropologists should not 
claim resettlement as their ‘exclusive’ 
temtory and should stay clear of any 
attemift to monopolise the research on 
resettlement. More economic knowledge 
about resettlement is imperative for better 
addressing the financial and budgetary 
implications of forced relocation. It is also 
important to include the political analysis 
of resettlement events and the scholarly 
perspecuve of human geography on such 
processes [Cemea 1996]. 

1 had the opportunity in 1994 and I99S 
to publicly signal the exaggerated pursuit 
of exclusive ‘professional jurisdiction’ 
over substantive research areas in resettle¬ 
ment. My point was cntical of the insular 
tendency to ‘colonise* res^lement issues 
as an exclusive domain for anthropology. 
In substantive terms, I argued, important 
dimensions of resettlement are 
in the court of our c'llleagues, the econo¬ 
mists Misunderstandingorsheerignoiance 
in many agencies and countries about the 
complex economics of displacement and 
recovery are simply appalling. Many 
pitfalls in current practice can be traced 
to the sorry state of the economic research 
on resettlement, to the flawed prescriptions 
for economic and financid analysis, and 
for planning in this domain. Perhaps 
anthropologisu and sociologists have loo 
exclusively colonised resettlement. We 
must become more inviting of comple¬ 
mentary perspectives [Cernea 1995]. 

In this chapter I discuss in some detail 
the need for integrating the social and 
economic knowledge about resettlemem. 


livelihoods, once they have moved. 

In my view, anthropologists and 
economists alike have yet to fully recognise 
thisneed lalsoreviewtheprogresstodate 
in social knowledge, pointing to the areas 
that require more economic research and 
project economic analysis. I argue that 
mutual reinforcement between the 
economic, financial, and social analy,ses 
of resettlement components in projects is 
indispensable for avoiding thdr failure. 

SrXTAL KNOWLEDCp ABOUT 
Resettiement’ Recent Progress 

Progress in social research (HI involuntary 
resettlement has been nothing short of 
explosive during the past two decades. 
Anthropologists and sociologists started 
the study of these processes some six or 
seven decades ago, and they maintained 
a virtual monopoly in this area of itiquiiy. 
Though progress was slow and sporadic 
in the first four decades, it has picked up 
great speed, particularly after development 
agenaes started to use social research 
f.iidings in formulating their resettiement 
policies and operational activities. 

1 have identified seven pnncipal charac¬ 
teristics of these recent devcIopmenLs in 
social knowledge: 

1 Social knowledge about processes of 
involuntary resettlement is more inten¬ 
sive and substuitive, ‘thicker’ than ever 
before. The understanding of displace¬ 
ment’s socio-economic contrat has been 
considerably enriched, refinedt and 
systematised. 

2 Research on resettlement has developed 
extensively as well: it covers new sectors 
of the economy that involve forcible 
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relocations (forestry, urban infra* 
structure, thermal plants, and so forth) 
and has been expanded to include 
previously unexplored geographic aiea.s 

3 Resettlement research has multiplied 
Its pnxlucts and services, moving from 
descriptions to prescriptions, from 
academic analysis to operational 
re.scarch. 

4 Research has .scaled up, crossing the 
thre.shold from micro to macro, fmm 
case ethnographies on localised 
instances of resettlement to general - 
sectoral, national, and international - 
policy Irameworks tor resettlement 

5 To overcome the limitations inherent in 
narratives and ‘soft’ methods, resettle¬ 
ment icscjichers are craiting more 
pneci.se mea.suremcnts and indicators tor 
quantilying the magnitude and con¬ 
sequences ot resettlement 

b New theoretical mtKiels. based on the 
ever-growing bodies of empirical data 
on lesctilement, inform the practical 
planning of induced resettlement moie 
elTectively and generate hypotheses toi 
fuithcr icvscarch 

7 Rc.scttlers’ growing resistance to, and 
the political implications of, displacc- 
ment are topically integrated into reset¬ 
tlement research and theory, resettleis 
participation in the rcconstiuction 
process has started to he explored 
These seven charactcristu s reflect 
essential advances in the state of resettle¬ 
ment soci.lI research .Such knowledge 
gains may hecoine gradually cixiified in 
new inslitutional procedures for managing 
resettlement, previously non-existent,and 
have already led to improvenienis in 
n'setticment programmes 

H( ONOMK' KnoWI I IH,l Till C'llAl.11 N(il S 

Aiirso 

C’ontrasting with the progress in social 
research, etonoinic research on the 
vanahlos of resettlement is lagging fat 
behind Integration between socio- 
anthropological knowledge andeconomic 
knowledge about resettlement has tar to 
go. largely because such economic 
knowledge has yet to be devcIo|>cd 
Despite the better social understanding 
of resettlement, it is dismaying that, in 
practice, So many re.settleinent program¬ 
mes still go so wrong in so many places 
- to the deiiimeni of such large numbers 
of people Nearly every inquiry prc.senls 
fresh evidence of "depnvinc the iindcr- 
pnvilegcd". to use Pandey'.s forceful ex¬ 
pression And lailuie to improve or even 
msloie a'settiers' livelihoods is frequent 
Fresh evidence of inqKivenshment .nfter 
displacement can be found in a series of 


Field surveys recently published by the 
World Bank’s Operations Evaluation 
Department (OED), covering India 
(Karnataka state), Togo (Nangbetu Dam), 
and Indonesia (Kedung Ombo) [World 
Bank 1998], 

Why then - despite all the policies, 
studies, and public debates - is failuie in 
resettlement .still so frequent? 

As in all complex situatiun.s. no single 
cause explains alI outcomes Here tixi there 
arc several, hut I want to Focus on causes 
related to the state of economic knowledge 
about rcsettleincnt We may consider this 
Inim two perspectives, as theory - how 
economics conceptualises resettlement - 
and as methodology - how economic 
nieihods ate applied for costing forced 
displacement and lor determining the 
financial provisioning ot sustainable 
ndocation. 

Basic research by professional econo- 
niists on population displacements, to the 
best of my knowledge, currently is not 
cairicd out anywhere Development 
economics still has to lespond in full to 
the challenge of analysing not only the 
economic dimensions of dislocation, but 
.tiso the economic content of othei ukuuI 
costs of development When one of the 
lew hiKiks about the stKial costs of struc¬ 
tural adjustment programmes came out 
ICoinia, Jolly, and Stewart I9K7|. it sent 
a virtual shock wave through development 
economics. Population displacement isjust 
.mother one of those ‘social* costs; 
however, the c'conomic bixik on displace¬ 
ments’ cost' has yet to be wntten 

Dtc shoit.tgc of economic theory is 
ni'riorcd at the practical level in a shortage 
ot spc> lalised methods or techniques to 
be used in the economic and tinancial 
analysis of msettlemcnt operations at pro- 
|eel level Existing general methixJs for 
such analyses have not been tailored to the 
.s{x-cillcs of displacement Cuirent nuthods 
were proved in pro|eets the world over to 
he fault) in assessing both the costs and 
the benefits of resclllcment,' yet correc¬ 
tions to these methods have not been 
worked out The nuitine methodology of 
cosi-beneru analysis obscures rather than 
highlights displacenwnt losses 

hnt'f review of the ei onomic literature 
In a seminal address about the ‘New 
IX'velopmcnt Paradigm . Slight/ (1998) 
forcefully argues that development 
economics must go beyond Hk* narrowness 
of the past ‘Washingtor> consensus' and 
delinesdc velopinent as “the translixmation 
ot whole societies” The alternative 
paradigm he proposes 

IS based on a hroadei conception ot 

dcvelopnx'nl. wiih aconeomiiantly btoader 


vision of development strategies. ...Many 
previous development strategies have 
focused on pieces of this transformation, 
but because they have tailed to see the 
bniadercoirtext, they have failed, and often 
miserably Most of these have focused 
narrowly on economies (Stiglitz 1998). 
For this paradigm to be adopted and 
implemented, social processes - and the 
social outcomes of economic development 
- would have to command a much more 
intense analytical attention from the 
economic sciences. This should apply also 
to the ’social co.sts' of development in 
gcncial, not just to one such cost as in¬ 
voluntary resettlement is More economic 
knowledge on social variables in develop¬ 
ment IS becoming indispensable to 
undci standing development scientifically, 
with Its benefits and risks, and to 
influencing and managing change. 

Key to these changes - wrote Slight/ - 
IS the movement to “.scicnlinc" ways of 
thinking, identifying critical variables that 
affect outcomes, attempting to make 
inicicnccs based on available data. 
.'eiogniung what iiv' know and what we 
don't know (Stiglit/. 1998; author’s 
emphasis) 

Certainly, ‘‘what wc know and what we 
still don't know” about the economics of 
lesettlcinenl is only a small fraction of the 
vast body ot economic knowledge needed 
to inform induced development projects 
Nonetheless, this paiticular body of 
knowledge becomes, in fact, decisive when 
governments plan and finance resettlc- 
mcnls the presence or ab.sence of such 
economic knowledge, its adequacy or 
inadequacy, can spell succc.s.s or failure in 
practice. And evidence shows that such 
knowledge is largely missing. 

Leading economists and stx'iologi.sts 
have explicitly called for bridging the 
overall disciplinary ’gulf' between 
economic and six.'iological-anthropoli>- 
gtcal studies (Liplon 1992, Rutlan 1988; 
SmekscrandSwedberg 1994). For instance, 
pointing u> the va.st domain of community 
studies, a well known Indian economist. 
Pranab Bardhan, incisively noted that 
the methixiologicai gulf is particularly wide 
between economests and anthropologists 
I have often observed between the two 
groups an attitude of mutual indifference, 
or worse On the rare occa.sions when they 
meet they usually talk past each other 
(Bardhan 1989 7] 

.Supporting Bardhan’s argument and 
comparing the same two disciplines, 
Michael Liptim suggests, in turn, that there 
IS a 

crying need tor economists’ survey 
techniques and theonsing to be ba.xed in 
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anthropologists' study ofsocially mediated 
relationships... Pan of the way forward... 
IS the grounding of micro-economics in 
an anthropologically and politically 
researched understanding of inlcrgroup, 
inter-role processes, not only in models of 
expected utility maximisation (Lipton 
19921. 

.Such insufficient theoretical and 
nethodological 'conversation' between 
economists and anthropologists is directly 
lysfunctional in cenain research suh-aicas. 
•uch as development-caused displace- 
nenls and their impovenshing effects. The 
icglect of resettlement research by 
economists was spcciticalty deplored by 
11 Edward Schuh 

liconnmists have tended lo neglect the 
piobicnis ol what atithropologust.. and 
.sociologists often rcfei lo as “nusiecs" or 
displaced people - those who have lo 
icseltlc in the iacc ol large development 
profccts that wipe out the economic 
activities tnim which they have earned 
their livelthiKMl This negtec t is somewhat 
pu//ling Pci haps it (Kcurs because the 
Fcsetilemcnt piobicm lends to be viewed 
as a social problem, and therefore one to 
be dealt with by aiilhropologists and 
siKiulogists These latter groups of scKial 
scientists have brought an impoitant 
peispcctive to such pro|ec'ls But greater 
involscment of development eionomists 
should give more ot a iorwtud anddynamic 
pcispcctive It should also help put Ironi 
and centre (he idea that it isn't enough tust 
to re-establish tho.se ousted from ihcir 
previous situati'ins Rather, the goal should 
be lo re-cslablish the oustecs in such a 
I asliion that they c an experience sustained 
economic growth in the tulure.or sustained 
incrcasi's tn percapitaini ome (.Schuh IW.t 

David Pearce, a leading British ccono- 
ni.st credited as one oi the cicators ol 
nvironmcntal ctonomics. notes that 
csettlcment issues have been “something 
if a Cinderella issue" in the economic 
ppraisal of development projects. In turn, 
ohn Eriksen has d(x.'umcntcd Pearce's 
cvere assessment by demonstrating, 
iniject by project, the unsalisiactoiy 
lualily of economic analysisof involuntary 
escttiementcomponcnts ThcroiHsof this 
itualion can probably he rraced to the 
la.ssic economic textbooks about dcvelop- 
nent project,s [Little and Mirrlees 1974], 
s well as to recent ones fpabre 1997), 
rhich simply skate over population 
displacements by projects despite their 
rcqucncy. as do many other manuals nt 
cvelopment economics [Torado 19H9) 
Paiadoxically. despite ihcir valuable 
oniributions to the economics of hydro- 
ower, economists have traditionally 


overlooked population displacements as 
a dysfunctional by-product of dam 
building. A clearexample is the response 
given by a noted Bniish economist, 
J L Joy. when he was asked, "What does 
an economist want lo know about damsT' 
Jxiy answered with a lengthy article. Icsting 
lens and tens of variables and categories 
of data that an economist "would want to 
know" lor making economic unaly.ses and 
planning decisions on dam-building 
options [Joy 1968). However, displace¬ 
ment by rcscrvoiis, canals, and roads was 
missing from Joy's lisi Except forapassing 
reference to general social aspects, all 
indicators were ol an economic or techno¬ 
logical nature. Whether forced displace¬ 
ment IS ol a magnitude that demands 
alternative investment options was an 
issue he ncvcr"wantcd to know" Neither 
did he grant a place in his list to 
compeitsalion ot people's assets, lo income 
restoration, or to economic re-cstahlish- 
nicni issues Certainly tiol all economists 
think alike However, .sadly, it seems 
tiiotigli that J L Joy's answer reflected a 
situation common at the tune rather than 
only a peisnnal opinion 
'llic net result ot overlooking tor decades 
(he displacement clieetsof iiifra-structural 
investments is that economic conceptual- 
■.vaiions ot rescitletiicnl have remained 
skeletal Consequently, the methods and 
indiLaiors-supposed to translate such under- 
standing in prescriptions (orlheeconomic 
and imancial analysis ot rcsciilcment at 
pro|cci level aie iinivlincd As long as 
sueli rudimentary methods cnnliiiue to be 
u.sed in economic analysis and planning, 
past errors will be recycled. 

Two examples liom India illu.sirate Ibis 
situation As n'cently as 1995, a book by 
four ccunoniisis enlillcd (he Etonomu 
Ihmenumw of the SuidarSarovar Project 
[Alagh and otheis I99SJ iindcrtook a 
reappraisal study of tlic economics and 
tinanciiig ol this now tamous project Tlie 
hcKik includes iiueiesting new data on (he 
dam. the canal network, power and 
irrigation benelit s, and environmental costs 
and bend its. including over l(X) pages ot 
tables Yet resettlement is covered by only 
a few mentions (pp 96-98) and some 
annexes. For a project noted worldwide 
for Its Haws in policy and execution, a 
projix't with over 2.00.000 people slated 
tor dcsplaccmciK and at .severe nsk of 
impoverishment,* no analysis is made in 
the book ot the costs incurred by the 
displaced people or the investments 
required lor their economic recovery 
Not even baseline data on rc.seuicrs' pre- 
pioject incomes and economic condition 
IS reported. No projection nt .sustainable 


fanning models or of alternative strategies 
is provide to guide the restoration and 
improvement of the ou.stccs' incromes. 

Another example is (he manual 
Economic Appraiaal ftf Irrigation Projects 
in India, publcshed by the New Delhi 
In.s(ituic of Economic Growth [Sinha and 
Bathia 1982) As is well known, many 
large-scale irrigation projects inlndiacausc 
loss oi land and toiced displacement ol 
landed and landless families from 
re.servoiis. canal areas, and adjacent road 
systems, and such dcspiacemcni must be 
considered during project picparaiion and 
appraisal. Yet this volume, in its over 480 
pages dedicated to ''economic appraisal", 
found no place lo aiialy.se the economic 
c(>n.sequcnecs and remedies of displace¬ 
ment. The incomplete 'guidance' lhal this, 
and similar textIxKiks. provide to practi- 
lioncis leads to fallaciously incomplete 
appiaisals ol resettlement operations ' 

Perxvi Se effet ts of insufficient et ommuc 
aiudvsis This hnel review ol Ihcceonomic 
lileiatuic IS certainly not exhaustive. One 
can tmd now and then some .studies on 
the eeonoiiiic aspects ol icsclllemcnt 
IParanjpye 1988. Goyai 1996). inPhtna, 
the interest in the economic dimensions 
ol lecovory ts slioiigei [Shi. Xun, and Yu 
1996, Wu and Shi 1996; Slii 19966). 
Ovciall. howcvei, the contrast is sharp 
between the stK'iologiial and ecoimmic 
literaiua’s 

Examining both literatures, f cmiciuded 
(hal the lca.st addrcs.sed in rcscaich and 
analysis, as well as in financial planning, 
are the souri es of econonut rci overy. 

This conclusion may be a bit pu/^iing 
to those who know well, as 1 do. that 
anthropologists and sociologists have 
certainly liluininated niH only the cultural 
hut also many ot the economic aspects of 
lesetilcmcnl Social and cultural re¬ 
searchers (iion-ccononiisis) have substi¬ 
tuted ad h(K foi economists as well They 
have otlen done a remarkable job 
generating insights into the economic 
implications ol resettlement Yet after 
studying hundiuds ol projects involving 
lesculeiiiont. I am convinced that the 
expertise ot piotessionat economists, using 
a solid ecoiuiinic methodology (ui ro- 
seillcineni projects, is iiidispciisabic. 
Tlicrelore, toigiiig a prolcssiunal paitiu'r- 
ship between economists and .s(H:iulogtst.s 
in .studying thc.se issues is the next 
important .step 

It .should not he asurpnse that iiisuflicicnt 
economic research and knowledge result 
111 inadequate methcKls tor operational 
economic analysis at project level 
Coercive ma.ss cxpropnalion ol a.sscts by 
the state lauscs losses not identified by 
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the existing metiiodoiogy for project 
economic analysis [Tamondong-Helia 
1996}. Current property acquisition 
procMhires do not provide compensations 
sufficient to enable displacees to purchase 
repiacement lands and other assets of 
comparable quabty or size, because they 
either exclude or underpay many affected 
people.^ In this way, the current metho¬ 
dology externalises part of the cost, instead 
of internalising all costs within project 
budgets. This is not a minor issue, though 
I’d call It one of the best-kept 'secrets’ of 
resettlement misplanning and failure. 

When resettlement costs are under¬ 
estimated (whether deliberately or by 
error), allocations of financial resources 
for dUsplacecs fail short, often by large 
amounts Thus displacees and hosts are 
forced to bear 'out ol pocket' a share of 
the cost, reducing the standard of living 
for all. Exacerbating 'he (uoblems are 
budget constraints, often limited or absent 
pohhcalcommitment, inflexible allocation 
procedures, and the fact that procedures 
are limited to instruments of compensation 
economics. 

The fundamental financial issue, 
however, is investing in resettlement with 
development Even il ail matenal lo.sscs 
were compensated at their market value, 
the cash equivalent generally would fall 
far short of the amount needed to restart 
Che economic and productive activities 
(new farms, small business, and so on) of 
resettlers in a new setting at levels that 
provide equal or improved income To 
improve the livelihood of re.settlers above 
their previous levels - which is the essence 
of resettlement with development - 
additional investments are neededtoensure 
recovery and development. 

The only available economic metho¬ 
dology specially tailored for costing 
resettlement was published in 1988 by the 
World Bank.^ Following the Bank’s first 
internal ie.<iettlement review [Cemea 1986], 
specific guidelines for the economic and 
financial analysis of resettlenient com¬ 
ponents were prepared, discus.sed widely, 
and finally issued as an attempt to adapt 
the general logic of economic and financial 
analysis in Bank-assisted projects to the 
unique charactenstics of dislocation and 
relocation (.see Cemea 1988, annex 2). 
These innovative guidelines prepared by 
a group of Bank economists working 
together with sociologists, were - and 
probably remain - the best economic 
guidelines on resettlement available in the 
world literature. 

But they may also rank among the mo.st 
ignored. The inadequacy of econonuc 
analysis has been highlighted in .some 


World Bank documents, includiiig self- 
criticism targeting the Bank’spraetkes, as 
well as criticism of the development 
economics field at huge [World Bank 
1994]. Moreover, these 1988 guidelines 
have nor been adopted in non-Bank- 
financed (uojects, which constitute the 
vast majority - over 9S per cent - of 
interventions causing resettlement 
worldwide. The negative impacts are 
unmistakable, particularly in large 
countries with multiple infrastructure 
projects, such as India, Pakistan, and 
Brazil.^ 

Sevmal dilemmas in forced resettlement 
directly challenge conventional ecmiomic 
thinking and csdl for creative research and 
revised analytical methods. We will discuss 
some of them - about preventing under- 
financing of resettlement, anticipating 
impoverishment risks, correcting cost- 
benefit analysis, arul revising valuation 
techniques. 

The Anatomy of Impovekishment: Risks, 
Safeouards, and Recovery 

Economic research and operational 
economic analysis could vastly improve 
resettlement outcomes by focusing on how 
to overcome the risks of impoverishment 
inherent in displacement, a fundamental 
issue suU not included inrouuneeconomic 
project analyses. 

Risk analysis and behavioural risks: 
Risk analysis is one of the scqihisticated 
instruments employed in economic 
analysis (or designing and financing 
development interventions. But the 
pnmary questions are (a) which i1.sks are 
considered and (b) whethwthedistnbutKHi 
of risks between project actors and 
stakeholders is taken into account. The 
'selection' of risks [Douglas and 
Wildaw.ski 1982, Rosa 1998] that ate seen 
to merit policy attention and economic- 
technical analysis in development projects 
IS influenced by political and cultural 
factors. Conventional economic risk 
analysis selectively focuses only on the 
n.sk$ to capital investments, but not on 
various kinds of'post-normal risks’ [Rosa 
1998] that displacements impose upon 
affected people 

Convem’onal economic risk analysis 
evaluates the sources, magnitude, and 
effects of nsks that may reduce the rate 
of return to capital investments in develop¬ 
ment projects. It estimates the switching 
values of key variables (such as duration 
of project implementation, cost overruns, 
and availability of local co-financing). It 
also undertake.s a sensitivity analysis for 
each key risk, testing the sensitivity of a 
project's net present value to possible 


changes in die vari^les. Whenneoesaaiy. 
soisidvity analyses are used to rfevelop 
alternativeinvestment scenarios, including 
contingency actions, to minimise risk and 
ensure best return on investmoit But if 
good development piBcticecallsfarcapital 
to beinsured against political risk, curreiK^ 
exchange risk, implementation risk, and 
so on, so also should the local populaticms 
“be insured against the unintended, 
counter-development risks and con¬ 
sequences” [Downing 1998] of projects. 

Among the types of project financial 
risks routinely analysed at project outset, 
one categoiy is defined in economics 
as ’behavioural nsks’. In the phrase 
'behavioural risks’, however, the notion 
of ‘behaviour’ does not refer to nsks that 
the project imposed on people’s normal 
behaviour by compelling them to uproot. 
Again, the concept, refers to nsks to the 
project's capital investments that can 
emerge from changes in people’s unrelated 
and hard-to-anticipate behaviour (for 
example, assumed consumption of project 
products, employment preferences, etc). 

Moreover, it is also common practice 
for governments to provide guarantees 
against various n.sks incurred by investors 
in infrastructure projects. The state takes 
responsibility for such nsks in order to 
protect and encourage the private investors 
[seeadetaileddiscussionof riskcalculabon 
methodology in infrastructural projects in 
Irwin and associates 1997]. Yet when the 
same pnvate investments create risks to 
such pntnary stakeholders as the residents 
of the project area, by exjnopnating and 
displacing them, the state does not provide 
comparable protection against risks to these 
affected people. Except compensation, 
most governments do not use any refined 
economic and legal methodology to 
institute risk insurance measures for such 
primary stakeholders. 

In conclusion, we note that while 
ecoiuimic analysis and sensitivity tests are 
generally designed to idenbfy, measure, 
and counteract nsks to the project and 
project investors, they are not conversely 
designed to measure the risks posed by the 
project to the other project actors, such as 
the displaced people. Obviously, this is a 
unidirecuoruii consideration of the rela¬ 
tions between stakeholdos and projects. 
This conflicts with the objective of safe¬ 
guarding people’s interests arul protecting 
them against major rides stemming from 
projects. Human perception and response 
to risks, risk aversion, and experience in 
dealing with rides are essential parameters 
Therefore, risk analysis should be defined 
and practised as an inherently inter¬ 
disciplinary activity, a domain of co- 
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operation between economics and 
sodology. The current methodology of 
risk analysis at project kvelmust be broad¬ 
ened to recognise risk distribution among 
all project actors and address equitably the 
direct risks to area people as well. These 
major risks are defined next. 

Impoverishment risks to people: As 
stated at the outset, the key point for our 
nsk discussion is that populationsdisplaced 
by projects face a set of nsks that are 
atypical for other categories of projects. 
These specific project risks must be 
pondered from both perspectives - 
economic and socio-cultiiral. 

What are these .specific risks to people'^ 
Understanding how impovcnshment 
risks occur and how to counter them 
requires deconstructing the anatomy of 
impovenshment and defining the key 
determinants of income fe-construclion 
Alter synthe-sising much empirical 
evidence, I have concluded that the onset 
of impoverishment can be represented 
through a model of eight interlinked 
potential nsks intrinsic to displacement 
(Cemea 1990a. 1997, forthcoming | When 
not counteracted, these fundamental nsks 
converge and combine into economn.. 
siK'ial, and cultural impovenshment Thus, 
the model captures the los.<: by displaced 
people of all types of taptlal - natural, 
manmade (physical), human, and social - 
as well as loss of opponunities and 
entitlements held at the pnor location. The 
model IS also a texd for nsk management, 
suggesting .strategies for countenng the 
nsks. The eight risks occur with varying 
intensity in diftercnt contents. Concisely, 
they are defined below 
Landlessness P.xpnipnation of land 
removes the main foundation upon which 
people's productive systems, commercial 
activities, and livelihoods arccon.structcd. 
This is the principal form of decapitali¬ 
sation and paupensation for most rural 
and many urban displacees, who lose this 
way both natural and manmade capital 
Joblessness* Loss of employment and 
wages occurs more in uiban areas, but it 
also affects rural people, depriving land¬ 
less labourers, service workers, artisans, 
and small'business owners of sources 
of income. Unemployment or underem¬ 
ployment resulting from resettlement tends 
to linger long after physical relocation 
Homelessness: Loss of housing 
and shelter is temporary for the majority 
of displacees, but threatens to bc^mc 
chronic for the most vulnerable. Con¬ 
sidered in a broader cultural sense, home¬ 
lessness is also placelessness, loss of a 
"group’s cultural space and identity 
lOowning 1994, 1996]. 


Maiginalisation: MarginaKsalion occurs 
wl«n families lo,se economic power and 
spiral downward: it sets in long before 
physical displacement, when new 
investments in the condemned areas arc 
prohibited. Middle-income farm house¬ 
holds become .small landholders; small 
shopkeepers and craftsmen are downsized 
and slip below poverty tluesholds. Eco¬ 
nomic maiginalisation is often accom¬ 
panied by social and psychological 
marginalisation, expressed in a drop in 
social status, oustecs’ loss of confidence 
in society and in themselves, and a feeling 
of injustice and increased vulnerability. 

FihxI insecuiity boreed displacement 
increases the risk that people will fall into 
chronic fwid insccuiily. defined as caionc- 
protein intake levels below the minimum 
necessary ftv nontial growth and work. 
Suddendrops in fcHid cropavailability and 
income arccndeiiiic to physical relocation, 
and hunger or undcr-nourishmem lingers 
as a long-term effect 

Increased morbidity and mortality: The 
healthofousteestendstodeleiionile rapidly 
from the outbreak ot relocation-related 
para.sitic and vectoibome di.scases (malana, 
schistosomiasis), tium malnutrition, and 
from increased stress and psychological 
traumas. Unsafe water supply and waste 
disposal tend to proliferate infectious 
discuses, and morbidity decreases capacity 
and incomes This risk is highest for the 
weakest population .segments - infants, 
children, and the elderly. 

Loss ol access to common propcrtiy: 
Loss of access to commonly owned assets 
(forested lands, biHlies of wmer. grazing 
lands, and so on) - ivpically overicxiked 
and uncompi*nsatuJ for in government 
schcmcs(wiilifcwexceptiun.s.pailiculjrly 
China) - IS another major cause of income 
detenoration for ousicc.s, particularly for 
the a.s.seiless 

Social disarticulation; Community 
dispersal means dr.inantling of structures 
ol social organisation and loss of mutual 
helpnetworks. Although this toss of social 
capital ishardertoquantify.itimpovenshes 
and disempowcrs oustces in endunng 
ways, not recognised by project-level 
economic analysis Other common nsks 
are loss of access to some basic public 
services as well as the temporary or 
pi'mianent loss ot schooling for children 
(Mathur 1998) 

These high-piobability risks will 
certainly become realities if unheeded. 
However, like every ri.sk forecast denved 
from past expencncc, this predicu ve model 
can become a ••sell-destroying prophecy" 
(Merton 19^7] Impovenshment risks can 
be avoided or mitigated if they are anti¬ 


cipated, correctly identified, and counw- 
acted. If the conventional forms of 
economic and financiai risk analysis ate 
broadened to include project-caused Hulfii 
to people, as recommended earlier in this 
paper, the (Hobability of thisself-destroying 
effect is heightened. 

When done jointly, project economic 
and .social analysis can ascertain and 
quantify the presence ot these basic risks 
during early project preparation, as their 
shape and intensdty vary depending on 
project design and site circumstances. The 
combined tools of economists, socio¬ 
logists. and technical specialists for 
designing safeguards - including 
compensatory allocations, benefit sharing, 
and growth-enhancing investments 
onented toward resettlers’ developmeiu - 
must become integral toaproject’sstiBtegy 
and budget calculations. 

The impoverishment risks and re¬ 
construction model reveals not only the 
risks but also iht ways to positively re¬ 
establish those displaced. Indeed, if we 
reverse this matrix of risk.s. the mcxiel 
shows what needs to be done to restore 
and improve livelihoods: the rehabilitation 
that must follow displacement. Speci¬ 
fically, for instance, landlessness risks 
should be eliminated through land re¬ 
establishment; homelessness, through 
sound shelter programmes; jcrfilessness, 
through employment creation; and social 
disarticulation, through community 
reconstruction and host-resettler inclu- 
sitHiaiy strategies. Fiirthcrmore, provisions 
to ensure that those displaced share in the 
spei'ific benefits generated by the pro¬ 
gramme that caused them to relocate 
should be included in projects. Practical 
modalities to do so include resettling 
reservoir oustces to the newly irrigated 
lands downsueam (rather thui around the 
reservoir), earmarking a share of the 
revenues from selling eiwigy for resettle¬ 
ments or providing access to affordable 
housing m newly constructed urban areas 
(more options for benefit sharing are 
(tcscribcdby Ccrnca 1988, 1991]. 

It IS obvious from the above discussion 
of project-caused nsks to people that these 
risks cannot be umed solely through 
compensation fur condemned assets. Yet 
the strategy of nearly all displacements 
worldwide is sull centred on expropriation 
payments and not yet on income re¬ 
establishment. Expropnatiun laws provide 
for compensation for condemned assets, 
but they do not aim, nor do they promise, 
to re-establish prior levels of living, 
•nierelore, in cuntra.st with prevailing 
practice, our ccmclusion here is that the 
intrinsic socio-economic nsks of resettle- 
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meMcanandniiut be brought under control 
only through an encompassing strategy 
of safeguarding livelihoods and re¬ 
establishing income souices. 

Lautahons of the Cost-Benefit 
Method 

The economic methodology employed 
to justify projects limited to compensation 
approaches is based solely on standard 
cost-benefit and role of return analyses, 
which do not address the mitigation of the 
consequences of displacement at the 
indivic^al level. This is one of the most 
profound roots of failure of resettlement 
under such projects. If indeed the core 
risks are de-capitalisation and pushing the 
resettlers out of their prior economically 
productive positioas, then to be adequate, 
the response strategy should be backed up 
by development investments tailored to 
the resettlers’ capacities and based on 
growth-oriented economic analysis and 
financial provisioning 

Cost-benefit analysis (CBA) justifies a 
project economically when the sum of a 
project’s benefits outweighs the sum of 
project costs. But CBA overlooks distri¬ 
bution patterns - distribution of both costs 
and benefits. It does not ask who is paying 
the costs, who specifically is getting the 
benefits, or who is losing. It only assesses 
the ’total’ effect of the project design to 
determine how it stacks up relative to 
other investment alternatives 

But harm caused to individual families 
- the displaced families - cannot be 
’outweigh^’ orexplainedawaybybenefits 
to othtf families, or by the aggregate of 
project benefits, independent of their 
allocation. Cost-benefit analysis does not 
answerthe risks accruing to various subsets 
of individuals. Real impoverishmeitt nsks 
are distribumd differently than project 
benefits [Cemea 1997]. Aggregate benefits 
may be real, but they do not automatically 
offset eadi individual’s costs. 

Empirical research by anthropologists 
over decades has docuuKnted mulbple 
types of ‘social costs’. It has also revealed 
the commonly inadequate valuation of 
oustees’ condemned assets. The concept 
of ’social costs’ (‘social’ is probably a 
misnomer here), is often misunderstood 
as refemng only to tlw nonmeasurabie 
costs. In fact, ‘social’ costs define the 
project costs that are left to accrue to the 
society outside the project, as opposed to 
the project’s direct internal costs (labor, 
materials, equipment, and so forth). But 
social costs are fully project costs in that 
they would no: accrue without the project 
Many of them are measurable. These 
‘external’ or ‘societal' costs include (but 


are not limited to) all that is lost by the 
forcibly displaced: land, houses, trees, 
crops, jobs, productive time, cultural assets, 
common propeity goods, shrines and places 
of prayer, burid grounds, and access to 
social services. 

Internalising these ‘external’ costs into 
the project’s overall costs should take the 
forms of (a) compensations to the dis- 
placces at replacement cost, plus (b) invest¬ 
ments for facilitating recovery and 
accelerated takeoff for those uprooted. 
Unless all categories of losses, as well as 
thecostsofrestardt^comparableincome- 
generating activities, are budgeted fully 
into the project extermUisation emrtinues 
to occur. Sacnfices are imposed on reset- 
tlcrs, and the project transforms the dis¬ 
placed into net losers who have to bear 
manyof the 'hidden* socialcostsof projects. 

It is true that .some (not all) costs are 
not easy to quantify, but invoking 
‘intangibles’ is often used as an excuse 
lor avoiding any valuation. ‘Unmeasur¬ 
able’ should not become ‘forgettable’. 
Ignonng such costs, intentionally or not, 
‘minimises’ the accounted co.sts of a 
project, without reducing real costs. 

llie cost-benefit method can be easily 
manipulated or influenced by (a)excluding 
costs caused by the project, (b) by the way 
in which costs and benefits are valued 
when direct market prices cannot be 
observed or are not conclusive, or (c) by 
the choice of the discount rate to estimate 
the present value of a condemned asset. 
But the point I want to empha.sise is that 
even at its best, without distortions, the 
standard cost-benefit method is incapable 
of answering the economic and ethical 
questions involved in forced displacement. 

Relying on cost-benefit analysis is 
methodologically questionable not only 
from a social perspective, but also from 
a market perspective. Market valuation is 
based on voluntary exchange between a 
willing seller and a willing buyer. 
Resettlement is involumaiy: it imposes 
administrative acquisition of assets. Nor 
is resettlement a marginal market vaiuat ion 
decision forthose affected: on the contrary, 
it imposes a total life change. 

Inviiiuntaiy resettlement components are 
included in certain development projects 
not by choice but by noressity. 'They are 
supposed to be included only after all 
possible altemati ves loavoid and minimise 
displacemeiH have been examined. Since 
the projects that involve displacement are 
a special suhcaiegory of complex projects, 
th^ should undertake a special economic 
and financial analysis for the displace- 
irwnt, relocation, and socio-economic re¬ 
establishment component, an analysis 


distinct from the routine cost-benefit 
analysis. Coste and benefiu must be 
calculated distinctly fn’ each vulnoaUe 
group and beneficiary group, not across 
all populations on the whole‘project’.’rhe 
principle of recognising differential 
impacts is, in fact, the reason for adopting 
safeguarding policies (such as resettlement 
policy). In fact, recent eccmomic thinking 
[Londero 1996] is returning to the earlier 
pioneering interest in the social side of the 
cost-benefit analogy [as expressed in 
Squire and van der Ti^ I97S; see also 
other viewpoints discussed in Iby 1984] 
for introducing estimates of distributional 
effects into cost-benefit analysis. 

Considerable thinking and research has 
been devdted in recent years in the World 
Bank to ‘reviving project appraisal’ and 
improving the economic analysis of 
projects by shifting from rate of return 
calculations to a broader examination of 
the rationale and outcomes of public 
I inancial provisions for projects that result 
in private beneftts [Devarajan. Squire, and 
Suthiwait-Narueput 1993]. Such research 
demonstrated that projects a.ssisted by the 
Bank in which costs are borne by the 
public sector while benefits are enjoyed * 
by the private sector tend to overestimate 
net benefits [Devarajan. Squire and 
Suthiwait-Narueput 1995]. Hie undesir¬ 
able effects of such overestimating are 
aggravated by insufficient attention ,o 
issuesof distnbutional weight.^Theeffortv 
to improve the quality of economic work 
in the World Bank continue, particuhurlj 
in areas like public spending programme.s. 
inlrastructure financing (and entailed 
nsks) microeconomics, public choice, 
principal-agent issues, safeguards and 
safety nets [Baird 1996], with expected 
gains also for the economic understanding 
of project-caused displacements. 

Involuntary resettlement cleariy com-' 
plicates projects, so it should be equally 
clear that the project economic an^ysis 
would have to be modified to meet the 
requirements of such more demanding 
project contents. Differential calculation 
of project costs and benefitsforthe segment 
of population displaced is fully feasible 
Other reftned analytical procedures can be 
designed as well. 

Of great concern also should be the fact 
that, in the absence of rigorous analytical 
demands, insufficient compensation can 
be easily camouflaged through non- 
transpareAt project budgets. I have seen 
many project budgets submittedby counliy 
agencies to the World Bank that, at fir^ 
sight, appeared to have a sizeable budget 
for the ‘R and R’ component. But 
breakdown of such budges is provided 
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Upon closer examination, however, sur¬ 
prises emeise. showing that the non¬ 
transparent budgets create the appearance 
of high average expenditures per resettler 
family, by lumping all reiocsaion expenses 
(infrastructure and human, public assets 
and family-owned assets) into one ctni- 
solidated sum. Close examination soon 
reveals that the bulk of those budgets - 
up to 70 or 80 per cent - represents the 
financing for condemned public assets 
(roads, bridges, government buildings, 
public utilities, military assets, and so on) 
that are to be relocated or expanded. Only 
a small percentage of the consolidated R 
and R budget goes to the affected families. 
Using such non-transparent budgets to 
avoid public inspection and debate i'. a bad 
practice llie point is that without require¬ 
ments for an equitable structure of reset¬ 
tlement budgets, oblique accounting will 
continue to ‘forget’ the ‘intangibles’ 

Finally, according to the World Bank’s 
resettlement policy, resettlement com- 
pon<*nts in development projects arc not 
expected to pay foi themselves This is one 
more rca.snn why they should undergo a 
separate analysis This analysis would 
factor in the costs of recovery and the 
investments needed lor re.seltlcrs to reach 
specified income levels 

Undlki inancino oi Recovfry and 
Divtur-MiNi 

Whether or not the iiK'thodology of eco¬ 
nomic and financial analyses at project 
level IS adequate is not just an academic 
iikUter. Ibc operational consequences upon 
financing levels foi resettlement arc 
enormous 

I xick of a rigorous and generally accepted 
methtxiology leaves room for large degrees 
of imprecision and arbitrariness in 
allocations. The result is the undeifinancing 
of resettlement operat ions in project after 
project. Such underfmancing directly 
deprives projects and resettlcrs of the 
material means needed lor post- 
displacement recovery and development. 

In exploring the caascs of success ni 
failure in a subset of projects included 
in the Bank’s resettlement review [World 
Bank 1994], Guggenheim found an 
unexpectedly high degree of variance in 
per-family project alkxrations of financial 
resources for resettlement. The variations 
were not due to intnnsic site differences, 
but rathertohaphazard project approaches. 
The effects were striking. Analysis showed 
that resettlement projects with high 
financial allocations were free of major 
difficulties, while virtually all ot the 
projects with a low allocation rate expe¬ 
rienced serious implementation difficulties. 


The same wide variance in pityect ex¬ 
penditure pcrdisplaced family wasievealcd 
recently, once again, by OED’s research 
of eight Bank-a.ssisted projects in India, 
China, Thailand, Togo, and Brazil (World 
Bank 1998] It, tixi, showed a correlation 
between resettlement outcomes and level 
of financing. Yet. despite the general good 
quality ot this OED study, it failed to point 
to the methodological weaknesses in the 
economic and financial analyses of 
re,scttlement in the evaluated projects. 

The underfmancing of involuntary 
resettlement also appears alarmingly 
arbitrary in John Enksen’s study companng 
voluntary settlement projects with 
involuntaiy Bycompanngpairsofprojects 
in five countries, he demonstrates that in 
almost all cases the econoituc and financial 
analy.sis was performed better, with an 
orientation towards growth, in voluntary 
resettlement piojects. Paradoxically, 
voluntary resettlcrs were more abundantly 
supplied, financially and technically, than 
the people compelled to resettle against 
their will This comparative analysis 
demonstrates that, independent of the 
complexity ot f on cd displacement, failures 
originate largely in subjective bias and 
errors in financing strategy *1116 study 
concluded that fixing the problem requires 
changes in the planning paradigm and in 
technical and tinancial support for 
involuntaiy resettlement 

Incrcasingrinancingforgrowth-onented 
resettlement would benefit not only 
rescttlers. but overall project outcomes as 
well. World Bank research found that 70 
hydropowei damscivfinanced by the Bank 
registered average sod overruns of 30 per 
cent (inflation adjusted) But cost overruns 
arc often at least panially due to up-lront 
undcr-estimates of the real cost of re¬ 
settlement. Furthermoic. underfmancing 
of resctilcmeni Irequently leads to delays 
in the start of power generation and 
irrigation, which infliet )o.sscs to the projecn 
that are larger altogether than the amount 
needed up-front to aviequately finance the 
resettlement and prevent delays. Our 
research found that a one-year delay in 
revenue will reduce the difference between 
benefits and costs by almost one-third; a 
two-year delay, by more than half (World 
Bank 1994). Theretorc, it pays to finance 
lesettlemeut correctly from the outset. 

Relying on those research findings. 
World Bank management adopted the 
recommendations of the 1993-94 
Resettlement Ta.sk Force to increase the 
Bank’s share m cu-financing resettlement 
operations, particularly for growth¬ 
enhancing investments directed to 
resettlcrs. "To prevent impoverishment. 


all future Bank-assisted projects will 
internalise the full cost of resetdement and 
of the investments required for income 
restoration within total project costs” 
(World Bank 1994]. The Bank firmly 
recommends to its boirowing governments 
to increase resettlement financing from 
domestic resources as well. 

The Promise of an Economics 
OF Recovery 

To sum up, the overall argument of this 
chapter is that resettlement components in 
projects would gain enormously from 
economic research on resettlement and 
new economic analytical tools. Numerous 
topics in the economics of resettlement 
area hold great promise; the task is to gain 
momentum in the necessary professional 
economic re.search. 

Prionlf eamomic research areas: A . 
relevant precedent convincingly suggests 
the great contribution that economics can 
make Until recently environmental 
economics was little researched Environ¬ 
mental losses and mitigation costs were 
externalised out of project budgets and 
overlooked in planning But when the 
CIVIC and poluu-al recognition of environ¬ 
mental concerns grew to become a 
powerful force, mainstream economics 
could no longer aflord to ignore environ¬ 
mental losses. The result* both economic 
theory and environmental practice gained 
substantially. Ibe economics of the 
environment has leapt ahead dunng the 
past two to three decades, helping to belter 
quantify losses, prescribe economic 
remedies, and ground environmental 
projects and policies in solid economic 
and financial analysis. 

Clearly, similar steps are much needed 
to build up the economics of resettlement 
into an economics of recovery. 

Such economics has feitilc ground from 
which to grow: its basic premises li-i in 
welfare economics, environmental eco¬ 
nomics, partly in public goods economics, 
and more generally in development 
economics and political economy. 

Specific areas where the economic con¬ 
cepts and methods for addressing 
involuntary resettlement need better 
articulation are: 

• Undervaluation of losses, the market’s 
role versu.s administrative expropria¬ 
tions; 

• Risksofdecapitalisaliontothedisplacees 
and nsk-insuiance options; 

• Impoverishment of reseltlen, relative or 
abrolute, and the design of effective 
safety nets; 

• Patterns of externaiisatirm and inter- 
nalisationufdijqilacenKntsandrecovefy 
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costs (including transaction costs to 
displacees); 

• Criteria lor financing resettlement 
components in projects; 

• Distnbutional inequities in projects 
entailing rclecation; 

• Re-establishment of the productivity ol 
displaccus through growth- enhancing 
financial investments, additional to 
compensation 

This substantive agenda otfers econo¬ 
mists a vast temtory that holds genemus 
promise tor research and tor consistent 
translation ot knowledge into analytical 
tiKils for protects Such research would 
also help re-onent the current economics 
of resettlement from a compensation- 
cenued economics contined to repaying 
losses toward an economics of recovery 
and growth enhancement In such a re- 
onentation the overall re.search priority is 
to study the re-establishment segment ol 
thedtsplacemcnt-rcsetliement continuum, 
complementing the analysis ot 
impovenshment with that of the financial 
support needed from governments 
Thedramasot suJdl;ndisplacement have 
understandably attracted more observers 
than the slow and arduous efforts ot re¬ 
building livcIihiKids However, if eco¬ 
nomic research is to illuminate people's 
way out of displacement dramas, studying 
coping strategics and the rc-building ol 
production systems could help accelerate 
the recovery of future resettlers - the key 
to succe.sstul resettlement Longitudinal 
and comparative studies stand to discover 
whatwoiicsandwhatfailstohelpdismantled 
societies and local cultures reassemble and 
function wiUiin new environments. 

Additional lines of argument. Without 
going into great detail, there are several 
other arguments that support the call for 
deeper economic knowledge about re 
settlement First, macro-economic policy 
analyses for domains relevant torescttlement 
could introduce pricing limits on the 
demand for commodities whose pio- 
duction caiLsesdisplacement Pricing poli¬ 
cies should .support tanffs that reflect all 
cxtemal casts, .social and environmental 
This IS bound to make demand management 
more effective and may .significantly 
dimiiush the alleged ‘need’ fot displacement 
Second, full internalisation of cost and 
correct financial analysis and risk 
Limsideration will reduce the number of 
projects causing displacement by weeding 
out those that prove the investment 
unprofltable. That weeding priK*e.ss also 
opensthe way foraltcmative le.ss disruptive 
and more profitable investments. 

Third, the ove. all economics of projects 
will improve by avoiding cost overruns 


caused by dclaysand foigone utility. Further 
improveinciiis could arise from budgeting 
for targeted investments that produceanew 
stream of long-term benefits from the 
resettlement with development components. 

Fourth, by further researching the 
economic and social dynamics of reestab- 
li.shnient, other levers and resources (of 
a tion-rinancial nature) that reduce costs 
and accelerate recovery will come to light. 
The process of income restoration is far 
from being just a money matter: it is a 
complex social readjustment process that 
largely depends on cultural factors, too, 
including resettlers' forms of social organi¬ 
sation, degree ot cohesion, local leattership, 
mobilisation of rcsettlets' energy, entre¬ 
preneurship, participation, and motivation. 

These arguments strengthen the overall 
case lor better economic analysts of 
resettlement 

Strung political commitment from 
governments and development sponsors 
(including tlie private .sector) IS also critical 
because resouree allocation is ultimately 
apolitical matter As government agencies 
use the weight of the state and the force 
of the law to impose exprupnatinn and 
displacement, it is incumbent upon 
governments also toenable those displai ed 
to net imek on their feet aiui share in the 
henejits Jor which they are displaced. 

Sotial contributions to economic 
analysis The ball, however, is not passed 
only into the economists’ court; it also 
remains in the court of anthropologists, 
STKiologists. and political .scientists, who 
mu.st do much mure to promote cros.s- 
disciplinary co-operation with economists. 
Tlic historic prionty of the nun-eamomic 
stKial sciena's in this area remains an 
asset that should not be turned into the 
liability of disciplinary isolation or 
.sectarianism 

In the pa.st. to tibtain recognition for 
resettlement issues in development, 
anthropologists have had to fight intel¬ 
lectually, and somctime.s institutionally, 
against ‘extemalisations’ of various kinds, 
including their own. In the World Bank, 
(or example, piofessional ‘jurisdiction’ 
ba.sed on competence has been sought and 
successfully obtained by antliropologi.sts, 
out of amcem that without due under¬ 
standing ol socio-culiural issuesthe nature 
of forced populatitm displacement would 
not be grasped.^ But the involvement of 
economists is already long overdue. 
Economic research should be invited and 
integrated, so that re.scttlement difficulties 
can be better understood and re.solved 

Inside the World Bank we have taken 
this load, with partial success to date. 
However, on a work! scale, beyond the 


Bank, (he task of bringing in economu 
research and analysis has a long way t(< 
go, but IS imperative. 

In addition to cioss-disclplinaiy co¬ 
operation. anthropologists and sociologists 
must look for new insights in their owr 
fields, addressing in more detail the 
multiple economic variables of displace¬ 
ment from the perspective of Uieir own 
speciaiitie.s. Poverty and impoverishmeni 
are the heart of the matter in displacement, 
and one pf the tools for analysing them 
is the impoverishment risks and re¬ 
construction framework, outlined eariier 
in this chapter [see, for more detail. Cemca 
1997]. This conceptual model a 
increasingly being used for both in-deptli 
socio-economic analysis and improvei' 
planning (Thangaraj 1996. Ota 1996 
Spiegel 1997; Pandey and others I99K. 
Mathur and Maisdcn I99g; Mohapaira 
Ota. and Mohanti 1998). 

Modelling impoverishment risks has leo 
to further explorations about economn 
counteractions to ri.sks, such as searching, 
fur a system ol n.sk insurance, outlinmi,’ 
new kinds of “lasurance products” and 
.safety net policy provisions lOowning 
19981, or linking the n.sk.s and recoiistnictiun 
model with the “basic needs” frameworl 
in conceptualising recovery [Ba.su 1996 
sec also on bioader safety net experiences. 
.Subbarau* and others 1996]. 

Anthiopological fieldwork should alsi' 
generate long senes of empincal data 
using the displaced household as unit o' 
analysis and household budgets as thi 
measunng tool - recording incomes am' 
expenditures, before and after displace 
ment 

Such data arc surprisingly scarce 
Gender-based economic comparisons arc 
another angle lor innovative research, as 
some good studies [Koenig and Diarra 
1999; Feeney 1995] have demonstrated. 
Sociological research in Spain has found 
that when the would-be reseitlers them¬ 
selves ‘shifted’ their arguments about the 
risks caused by an impending dam from 
the ‘cultural’ arguments to the economic 
andtechnical risks, theircase became much 
more convincing to the governmcn< 
authonlie .3 - what Mairal and Bergns 
(19%) called a successful “argumental 
detour’. Longitudinal studies on resettled 
populations.. like those advocated bi 
Scudder and Colson, can be powerful m 
measuring economic variables over time 
particularly along the various stages of the 
Scudder-Colson model [Scudder ami 
Colson 1982; Scudder 1985,1993]. And. 
of course, we shouldn’t forget anthro¬ 
pology’s specialised branch - economy., 
anthropology - which is well positioned 
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to integrate the cultuniT and the economic 
in resettlement inquiry 
The sober analysis of global trends tells 
us that involunti^ resettlement will not 
disappear. It is actually likely to increase 
because of urban growth, demographic 
trends, infrastructural investments, im- 
^ gation needs, and policy-induced (as 
distinct from project-induced) population 
displacements. But if a certain degree of 
displacement cannot be avoided, then the 
standingchallengeis loimprovc Its standards 
and the overall body of knowledge - both 
economic and social - apt to guide it 

Notes 

(Ihis article is an abbreviated version of the 
opening study of a new volume to he published 
by the World Bank in the collecnon, ‘Diretiions 
in IJevcIopincnt' Tht soluint is entitled. The 
himtuHU folIn\4ilmteuyltf\flllemfnl Qufsuim^ 
itnd ChaltfHgrs led). Miihiicl M Cimea, World 
ii.ink. Washington, I)C.Apnl 1049 T1ieartii.le’s 
.luthui hits been the World Bank scnioi adviser 
Im soeiolngy and sikmI pidiLy Fnim niy nuuiy 
CLunuf iiist uiHungucs. I drew considerable wisdom 
and tcdliMii about the csonuims anatomy oi 
ilevelopnicnt Fioiii iiiy ow n cvpcnciKc. I rcalrasd 
ihat the highest benefits are ohlaintd when sosio 
> logists and economists reintoite eaih oiIkt in 
linking Ihe economic and social analyses ol 
developinenl interventions 

hnriehed with these lessons, I waul to thank 
spi-oirically those economists who in preparing 
iiudics Im this volumeorindiscussmgrcsenleiia'ni 
issues thioughuut (he years, as well as in other 
, ircuinstances of my own development work, 
liasc contributed their advice, guidance, 
suggeslHins urcnlicisms Many ol their coinmcnis 
have been taken dinx'tly into account in art iculaiing 
1 he aigiiment oi this chapter My debt is substantial 
to Inna Adelinan, laiit Christolfcisen, I(cmi>ui 
Daly. lohn Fage. Michel Petit Robert Piciiotto, 
loaiuK .Sal»i>. (} Falward .Schiib, Andrew Steer, 
Paul Sireeicn, Herman van tier Tak, Vi|ay Vyas, 
.Montague Yudeiman. and. in iait. to a much 
l.ugei nutiibei ol economist colleagues than 1 can 
name hete 

.Suggestions and feedback tiisni many 
I cscttleineni specialists, particularly my late f nend 
David Butcher, Ashraf Ghani, .ScollGuggenheim 
William PartndgB. Ted Scudder, and, not in iilde 
iiuosuic^ Ruth Cemeo, have strengthened iny 
.agument for the need to develop not only social 
hut also economic kruiwlcdge about rcscttlcmeiit 
My tiuuiks go to ail of them 
Part of this paper was included in the Hoiinrary 
P.li/abeth Colson Ix-ctuie that I was invited to 
present at the University of Oxford, R.SP, in May 
1998. I thank also those whose qix:.stions and 
soniments on that lecture helped to sharpen my 
.ngunient ] 

I This point was also developed and documented 
by Robert PtccioUo with OED-generated 
evidence in a lecture given in June 1998 on 
the findings of OED's 1998 study on 
icsettlemenl expenenees 
i This economic hook was published three years 
» alter Ihe famous Morse report [Morse Berger. 

Brody and Gamble 1992] was mtide public 
That independent report severely cntictsed the 


socin-ecunonucs of the Narmada SonlarSaiovar 
project particularly on lesetUemem issues Yet 
the btxik by Alagh and olheis and their economic 
reappraisal didn't give any response to the 
cniiquc ol .Saidai Sarovor's economics by Ihe 
Morse report 

3 Most governments use the might ofthe law and 
their institutional instruments to forcibly 
displace people, but they do not suffiitently 
use their institutional capacities to facilitate 
'land for land' alternatives They rely instead 
on cash compensation 

4 See Guidelines fur the Economic and Financial 
antdysis ol Protect Components Addnsssing 
Involuntaiy Kcscltlemcm. Annex 2 in Michael 
Ceinca. IhvoIuhuiiy Retfltlement in 
liereliipmfni Pmjnf\ Pnluy Ouidelmes in 
World Bant-Pwant ed PmjrHs, World Bank 
Technical Papci No XI). 1988. Washington. 
DC 

^ The only signilicant cuuntty of exception is 
China, where inicinal guidelines require 
planners to do a iikIicuIous inventory of all 
dcsplaccmcnt costs and an equally meticulous 
projection of the economic components of 
luelihiMxl rccosery 

6 The authors ol that study recommended, among 
other ineasuics. (he “reinstatement of a Central 
Projects Unit (in the World Bank) to both 
provide JLssisiance ui project analysis and exert 
a degree ol quality cuniniT' in Ihe inientst oi 
the Rank's 'developnicia impact and Ihcqual ily 
of Its puiilolio” (Devarajan. Squire, and 
.Suthiwait Naiueput 1995, 27) 

7 We have moved since to a iiHue em.ompassing 
(omcpi in the World Hank, that of 'reseiilcincni 
specialist', who IS no! always and neccssunly 
an anthiupivlogisi, in some cases she or he is 
an economist or technical expert 

K Weolsokiiow thatsocio-cultuialvanableshave 
been fregucnilv overlooked in economic 
aikilyscs in many oilier areas as well Since the 
eaily I9K(K an indcasing numbci of anthro¬ 
pologists .ind siKiologists have argued that 
iraditionul cconoiiiii analysis misrepresents 
icalilyby lading loac knowledge essential social 
iailois (SweJlK'ig I9>JJ Granovcilcr 1988, 
.Siiielserand .Swtdheig 1994) .Such concerns 
have propelled escicing devciupinenis m (he 
Tield ol econoimi sociology illuminating 
essential cconoinic v.inabtcs and processes 
ihiough smial injlysis 
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Growth and Significance of die Private 
Corporate Sector 

Emerging Trends 

N Shanta 

This paper seeks to answer three questions. (!) What is the significance of the private corporate sector 
in the eionomv'^ (2) What has been the growth of the private corporate sector relative to that of the public 
sector and the non i orporate sector(J) In absolute terms has the private corporate sector tn India grown ^ 


AI^THOUGH Ihc pnvulc corporate sector 
tn India has been accorded an important 
role in the industrialisation of the country, 
until recently it function complementary 
to the public sector The growth of the 
private corporate sector therefore had to 
take place within the limits laid down hy 
Ihc goveiniiient regulations The 
Industiicst Ilevelopincntand Regulation) 
Act. the Monopolies and Restrii ti ve Traile 
ft’aciices Act (MRlPA)theCapiial Issues 
(lontiol) Act and other regulatory 
mcasuies imposed limilson thcexpansion 
of existing firms and the entry ol new 
Ittms to the defined areas Thus the pn vatc 
corpoi ate .sec lot in India had to gmw within 
an institutionally scM macro iramewotk 
However, over the I*)8()s there was a 
gtadual change tn the policy approach to 
the industrialisation ol the country with 
a shift in emphasis from regulation to 
liberalisation and a greater role for the 
pnvate corporate sector The economic 
reform!), of July I09l included not only 
a deregulation of private industry, but 
withdrawal of state support to public 
enterprcscs. opening up of scctoi s hitherto 
rc.served for the public scitor to private 
enterprise, withdrawals ol the restneiions 
imposed b> the MRT1*A, and the PoR'ign 
Lxchange Regulation Act (FhRA), etc, 
thereby facilitating, the growth ol pnvate 
inve.stinent withtn the i ountry and the flow 
of foreign diiect in\c.stincnt ' In this 
context It seems impoitant to analy.se the 
natuic and pattern of gi o wtli of the pn vatc 
corporate sector in the ccixioiny, both in 
absolute and relative terms More so. 
because except foi a lew attempts here and 
theic (Roy ('houdhuiy 1992) based on 
different methodologies, there are hardly 
any estimates for the corporate sector 
as a whole lor .inalysing changes over 
time This paper is an attempt to fill this 
gap. 

More spc'cifically, it seeks tt> answer 
three questions (1) Wh.it is the signif icance 
of the private corporate sector in the 
economy’' (2) What h.is been the gnvwth 


of the pnvate corporate sector relative to 
that of the public sector and the non¬ 
corporate sector'* (3) In absolute terms has 
the pnvate corporate sectorin Indiagrown'* 
The paper is organised in three sections 
.Section I defines the .scope ol the study 
and Jiscu.ssi‘$ the sources of data, and the 
methods u.sed While Section II disc usses 
the growth of the pnvate corpoiaie sector 
in I elati VC terms and Section Ill. the growth 
ol the pnvate corporate sector in absolute 
terms 

I 

Data, Scope and Methodology 

In this study pnvate corporate sector is 
deftned to include public and pnvate 
limited companies (large, medium and 
small inclusive). I'nvate corpoiate manu- 
factunng is defined to include the industry 
gi oups of (I) pnK-e.ssing and manufactunng 
of fiKKlstuffs. textiles, tobacco, leather 
and leatherproducts theicof, (2) pioccssing 
and manufactunng of metals, chemicals 
and products thereof, and (.^) processing 
and manufactunng - not elsewhere cla.ssi- 
lied (lilts classification is based on the 
Standard Industrial Classification followed 
III the Reserve Bank of India studies on 
company finance) 

The mam sources of data arc the studies 
ol the Reserve Bank of India on the 
Finances of Joint StcKk Companies (.see 
I'lnanLcs of Private Corporate Sector, 
Re.\er\'e Rank of India Bulletin lor vanous 
years), the National Accounts Siatistu r. 
Factor Incomes in India (Factor lncome\. 
New .Senes 1980-HI to 1989-90) published 
by the Cen'ral .Statistical Organisation 
(CSO). Annual Siirvev of Industries 
Summry Results for the factory sector 
(CSO) and Annual Reports on the Working 
and Administration of the Companies Ac f 
(Ministry of Industry, Department 
of Company Affairs). The period of study 
begins with 1982-83, hecau.se changes 
have been brought about in the coverage 
of the Reserve Hank of India .studies on 
company finance since that year 


Population EsTiMAiitS for Privahs 
Corporate Slctor 

The method employed in this study for 
denving population estimates lor the 
private corporate sector i.s the usual blow 
up method based on paid-up-capital 
coverage For indu.strywise estimates the 
blow up factor has been denved by using 
data on indusirywisc paid up capital 
published in the annual repons ul the 
WorkingoftheCompanics Act 1956 Since 
there IS no periodic census of public/private 
limitedcompames, the metb^ ol approxi¬ 
mating succes!.ive sample data Ui the census 
which IS a better method and uscU m an 
earlier study |.Shanta 19911 could not be 
u.sed Nor could the method employed by 
I 'nia R oy ('houdhury (1992) be used where 
one approximates smaller sample data to 
larger samples and then using the usual 
blow up factor e.stimate foi the whole 
This was because the si/c ol the sample 
docs not increase over time. 

Tabic I .Sharl or PrivateC iwroRAn- 
liNnjtiiusr.s (Non-rnanciai.) in Ni r Vau/i 
A llltit) IN El DNOMV ANI> IN DlFOKENT SltTORS OF 
AoRHUI niHI. AND MANI-FACnnilN'j 


(Pen rnlage\l 


Yc.ir 

In the In InManu- 
Bemomy Agn- factunag 
cullurc lt>q;anised 
and Un¬ 
organised) 

InOiga- 

msed 

Manu- 

factunng 

I98:-RT 

102 

1 2 

.17 5 

661 

198.1-84 

92 

1 1 

33 0 

55 4 

1984-8.S 

91 

16 

31 1 

54 2 

lORS-Sb 

10 6 

17 

14 5 

57 6 

1986-81 

too 

17 

42 5 

716 

1987-88 

110 

1 9 

367 

619 

1988-89 

III) 

16 

39 2 

647 

1989-90 

9.5 

2 1 

166 

596 

1990-91 

12 1 

1 2 

414 

680 

1991-92 

126 

10 

47 9 

77 6 

1992-91 

120 

10 

521 

86 5 

199.1-94 

14 5 

NA 

NA 

NA 

1994-9S 

150 

NA 

NA 

NA 

l99.S-% 

186 

NA 

NA 

NA 


Snun t Estimated from ihc vanous issues of the 
Reserve Bank <»/ India Bulletin and Ihe 
National Ai i tiunn Slalutii t 
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Take 2* Sbctoiial DnninimoN or Prvatc 
C cMKMATE Arnvmr IN Trims OF Nbt 
VAI.UF Aooeo 

(Perfmianes) 

Year Coiparale Coipoiale Otheni Total 

Agricultuie ManutaC' Private 

luring Corporate 

Activity 


1982-8.3 

3 8 

61 8 

.14 4 

100 00 

1983-84 

49 

61 2 

.33 9 

10000 

1984-85 

57 

61 1 

33 2 

10000 

I98S-86 

.5 0 

56 I 

38 6 

100 00 

1986-87 

.5 2 

72 5 

22.3 

loom 

1987-88 

S.2 

58 0 

36 8 

1(8)00 

1988-89 

46 

61 1 

.34 3 

100(8) 

1989-90 

65 

71 2 

22.3 

100 00 

1990-91 

3 0 

61 0 

36 0 

100 00 

1991-92 

24 

6.T 2 

34 4 

1(81(8) 

1992-93 

25 

710 

24 6 

100(8) 


Simrcf Estimated tram the v.iriiius issues of the 
Rt\fnr Bank a/ India Bulleim 
(published data not available after 

Estiinaics for pris.itc manufacturing 
.sector have been obtained from the 
National Acioants StattMiis data by 
deducting c.stimaies tot public sector 
manufactuiing from the e.stiinate.s lor 
total icgistered manutaciuring sector 
As tor estimates lor the non corporate 
scclorthey have been derived by cximbining 
ihe data published hv the Annual .Vurvi'v 
of Industni’i Sumnuiry Results for the 
Factor/ Set tor on the basis of type ol 
oiganisations and type of ownership 
(Shanta I9<M) 

II 

Signilkance of Private Corporate 
Sector 

In order to have a proper perspective. 
It would be useful to examine what has 
been the nature and .significanceol pnvate 
corporate growth until the early 1980s 
An earlier study [Shanta 1991] estimated 
that in the 1960s the contribution oi the 
pnvate corporate sector to net value added 
in the economy wa.s as small as 8 pet cent 
in 1960-61 and even this share declined 
to 5 per cent in 1982-83. The same trend 
was observed in the agricultural .sector 
also; the corporate .sector share declined 
iiom 2 per e'en! in 1960-61 to 1 per cent 
in 1982-83 

It was also .seen that 75 per cent of net 
value added by all corporate enterpnse 
was in manufacuiring in 1960-61 and this 
share was ri.sing overtime reaching 87 per 
cent in 1982-83 That is pnvate corporate 
activity in India was getting more and 
mcHT concentrated in manufactunng. But 
Its significance withir manufactunng was 
declining, its share in net value added in 
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total manufacturing came down from 40.3 
per cent in 1960-61 to 28.8 per cent in 
1982-83 and in organised manufacturing 
from 69.8 per cent in 1960-61 to43.6per 
cent in 1982-83 Thi.s was attnbuted both 
to the growth of the public sector and more 


importantly to that ot non-corporate 
enterprises. 

Against this backdrop this paper 
examines the growth of the private 
corporate sectorsince 1982-1983. Table I 
shows that in terms of its contribution to 


Tabu .3 Share or Public and Private Sector in Dim rent Inihcee of Keoistbreo MANUFAcnnuNQ 

(Perientages) 


Year 

Nci Value Added 

Comncnsation In Emnlovees 

Onerating Surplus 

Public 

Pnvate 

Public 

Pnvate 

Public 

Pnvate 

1980-81 

179 

82 1 

36 0 

640 

(-6 9) 

(106 9) 

1981-82 

183 

81 7 

38 7 

61 3 

(-6 9) 

1069 

1982-8.3 

19 3 

80 7 

.38 2 

61 8 

-47 

104 7 

1983-84 

193 

807 

,17 0 

63 0 

-2 6 

1026 

1984-85 

20 0 

80 0 

35 4 

64 6 

-0 75 

100 7 

1985 86 

23 6 

76 4 

.39 1 

609 

58 

94 2 

1986 87 

27 8 

72 2 

39 6 

60 4 

126 

87 4 

1987-88 

25 9 

74 1 

39 3 

607 

83 

91 7 

1988 89 

27 5 

72 5 

40 1 

59 7 

14 1 

85 9 

1989 90 

23 6 

76 4 

.38 6 

61 4 

96 

90 4 

1990 91 

28 1 

74 6 

35 4 

64 6 

16 5 

8.3 5 

1991-92 

28 3 

71 7 

34 5 

65 5 

21 1 

78 9 

1992 93 

29 8 

70 2 

34 8 

65 2 

24 0 

76.0 

1993-94 

27 9 

72 1 

.32 3 

64 7 

21 5 

78 5 

1994-95 

25 8 

74 2 

.3.3 3 

66 7 

19 4 

80 6 


Samir I India,r.SO (1*194). fVnr«r/Hew<nFi (New ScncE) 1<J80/8I-l989-<)0 
2 India, C.SO. Naluinal At taunts Statisliii. various issues 

TAmL4 SlIAKI Ol t'llHFORAII AND NoN-CiIXPIWAII StOORS IN Till DllllRINI InDII I s III PrIVA'H 
MANinrAtTIIRIM, Entlrfrisi s 

(I'rnentagei) 


Year 

Einoluiiu-nts 

Gloss 

Output 

NVA 

Operating 

.Surplus 

Fixed 

Capital 

PiikIuvIivc 

Capital 

Employees 

Private Corporate .Sector 

1980 81 78 2 

69 1 

80 3 

82 10 

75 7 

75 3 

.55 9 

1981-82 

78 6 

68 8 

79 1 

79 9 

74 1 

74 8 

54 6 

1982 83 

7S4 

68 2 

77 7 

79 8 

76 6 

75 6 

54 9 

1983-84 

77 9 

70 1 

77 1 

76 4 

75 8 

74 6 

564 

1984-85 

80 1 

70 2 

789 

78 0 

78 9 

76 8 

57 8 

l')8S 86 

76 7 

68 6 

77 1 

77.3 

751 

7.3 5 

.54 9 

1986-87 

774 

69 0 

78 2 

78 9 

76 2 

74 3 

55 7 

1987 88 

75 1 

67 2 

76 7 

77 8 

78 2 

75 1 

54 7 

1988-89 

67(1 

60 3 

68 7 

69 8 

62 7 

61 9 

49 4 

1989-90 

75 6 

71 3 

78 8 

80 7 

84 1 

81 4 

57 2 

1990 91 

77 4 

7.3 2 

HI 3 

83 5 

86 1 

82 2 

.58 7 

1991-92 

76 6 

72 6 

81 2 

83 6 

87 8 

83 6 

59 4 

1992-9.3 

75? 

73 5 

81 7 

85 2 

88 4 

84 7 

58 8 

1993-94 

77 1 

74 7 

79 7 

80 9 

89 7 

HI 5 

591' 

1994-95 

77 8 

76 6 

81 3 

82 7 

HI 4 

88 6 

61 2 

1995-96 

70 8 

71 5 

76 6 

78 9 

86 3 

83 8 

57 2 

Non Corporate Scitni 
1980-81 21 7 

,309 

19 7 

179 

24 3 

24 7 

44 1 

1981-82 

21 4 

31 2 

20 7 

20 I 

25 9 

25 2 

45 4 

1982-83 

74 6 

31 8 

22 .t 

20 2 

23 4 

244 

45 1 

1983-81 

22 1 

29 9 

22 9 

23 6 

24 2 

25 4 

43 6 

1984-85 

19 9 

29 8 

21 0 

27 (I 

21 0 

23 2 

42 2 

1985-86 

23 1 

31 4 

22 9 

22 7 

24 7 

26 5 

45 0 

1986-87 

22 6 

309 

21 8 

21 0 

238 

25 7 

44 3 

1987-88 

24 7 

J2 8 

23 3 

22 2 

21 8 

24 9 

45 3 

1988-89 

33 0 

.39 7 

.31 .3 

30 2 

37 3 

38 1 

506 

1989-90 

24 4 

28 7 

21 2 

19 3 

159 

186 

42 8 

1990-91 

226 

26 8 

18 7 

16 5 

1.3 9 

17 8 

41 .3 

1991-92 

:.3 4 

27 4 

188 

16 4 

122 

16 4 

406 

1992-93 

24 8 

26 5 

18 3 

14 8 

116 

15 3 

41 2 

1993-94 

22,9 

25 3 

20.3 

19 1 

10 3 

185 

40 1 

1994-95 

22 2 

23 4 

187 

17 3 

86 

II 4 

38 8 

I99.S 96 

29 2 

28 5 

23 4 

21 1 

137 

162 

42 8 


Source Estimated from the Annual Survey t/f Industries, Sunumiiy Results lor the Fat torv Set lor, 
vonow issues 
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net value added in the economy^ the duve 
of die private corporate sector graduidly 
increas^ from atxMit 10.2 per cent in 
1982-83 to 18.6 per cent in 1995-1996. 
Except for .son» decline for a year or two 
during this period there has bran a sharp 
and steady increase in the contribution of 
the private corporate sector to the net 
value added in the economy especially in 
the 1990s. Thus, in contrast to the 1960s 
and 1970s the .significance of the private 
corporate seetor in the economy has 
uicreased in the 1980s and sharply in the 
1990s. 

Sectorwise it is seen that in agriculture 
the share of the pnvate corporate sector 
increased in the 1980s but declined in the 
1990s. Table I shows that the contribution 
of private corporate sector in agnculture 
improved fiom 1.2 per cent in 1982-83 to 
about 2 percent in 1989-1990but declined 
to I per cent in 1992-93. In total manu¬ 
facturing It increased Irom 38 per cent to 
52 per cent in 1992-93 and in organised 
manufacturing its share increased from 
66 per cent to 86.5 per cent in 1992-93 
all in terms of contnhution to net value 
added. 

The distribution of corporate activity 
among various sectors shows that the bulk 
of Its activity is still in manufacturing 
(The category ‘others' includes con¬ 
struction, electneity generation, land and 
estate, shipping, hotels, restaurants, etc. 
No separate data is available for these 
catcgoncs) Table 2. Thus corporate acti¬ 
vity is mostly in manufactunng and air- 
porate activity is incicastng both in the 
economy and in manufacturing. Docs all 
this imply that the public sectoi is giving 
way to the pnvate sector? We examine 
this in terms of the dusiribution of factor 
'incomes in value added in the manu¬ 
facturing sector since manufactunng is 
still the primary activity of corporateentcr- 
pnse. Table 3 gives the results of such an 
exercise. 

In terms of the share of net value added 
it is seen that while the public sector’s 
share has increased from 18 percent to 25.8 
per cent between 1980-81 and 1994-95 
the private sector's share declined from 
82 per cent to 74 p er cent. While public 
sector’s share in compensation to 
employees declined, lium 36 per cent in 
1980-81 to 33 per cent in 1994-95, its 
share in the surplus increased from -6.9 
per cent to 19 per cent dunng the same 
period Asfortheprivaii-seclorilaccountod 
for the bulk of the total compensation to 
employees and it is also increasing (mure 
than 60 per cent) and also the surplus 
(75 per cei:*, and above) although its share 
in the surplus was declining. Thus the 


table shows that quite contrary to 
expectations the share of public sector in 
registered manufacturing has not declined. 
In fact it has increased (in terms of both 
value added and operating surplus). That 
is, it suggests that although private 
corporate sector’s share in total manu¬ 
facturing in terms of value added has 
grown, it has not led to any increase in 
the share of the private sector as such in 
total registered manufacturing either in 
terms of value added or the surplus. Or 
alternatively and more signiricantly, it 
suggests that the growth of the private 
corporate sector has not led to any decrease 
in the significance of the public sector 
within registered manufacturing. This 
suggests that changes in the relative 
significance of the different sectors has 
been within pnvate enterpnsc rather than 
vis-a-vis public sector. 

Pnvate sector compnses of two pans: 
pnvate corporate sector and the non¬ 
corporate sector. The relative performance 
of these sectors within pnvate cnterpn.se 
is nowexamined. Within pnvate enterprise, 
the hulk of the contribution to output, net 
value added, operating surplus, fixed 


cental, productive capital, etc, come from 

the private coiporate sector and its share 
in these variables has sharply increa.sed 
since 1988-89 till 1994-95 (for 1995-9D 
there is a drop in all indices. But one 
cannot know i f this is going to be sustained I 
(Table 4). 

Vi^th respect toemolumentsamajor pan 
of the emoluments is contributed by the 
private corporate sector, its share has 
slightly declined (except in 199S-96j 
declining from 78 per cent in 1980-81 to 
77.8 per cent in 1994-95 luid then to 70.8 
percent in 1995-96. In the case of number 


Tabi e 6 Growth oi the Private CcmroRAti 
SbcTOR (1980-81 PRICES) 

(Averagf annual penentage changt > 


Penod 1 

Gross 

Output 

NValue 

Added 

NFixed 

Capital 

1980-81-1988-89 

38 

26 

7 1 

Penod II 

1989-90 - 1995-96 

18 2* 

15 8 

25 7 

Whole penod 
1980-96 

9 8** 

88 

15 8 


Natfv • Refers to the penod 1989-90-1994-9,S 
•• Refers to the period 1980-9.S 
Siiun e ASI.NAS (estimated). 


Table S Comparison of Dipfereni Ratios of Private Corporate and Non-Corporate Enterprisi.s 


Year 

Operating 

Surplus/NVA 

(Percent) 

Fixed Capital/ 
Employee 
(Rs) 

Productive Cap/ 
Employee 
(Rs) 

Compensation/ 

Employee 

(Rs) 

Pnvate Corporate Sector 




1980-81 

54 9 

20480 

.35148 

9838 

1981-87 

54 3 

23807 

41295 

10957 

1982-8.3 

53 2 

29512 

47.344 

11986 

1983-84 

55 6 

36974 

58091 

13967 

1984-85 

53 5 

42017 

63407 

1.5984 

1985-86 

56 2 

49097 

86792 

1,196 

1986-87 

.55 9 

.56957 

84242 

18939 

1987-88 

54 9 

66568 

97422 

20308 

1988-89 

60 2 

74724 

104660 

21765 

1989-90 

63 9 

109583 

1.54342 

24379 

1990-91 

65 8 

125649 

172303 

27245 

1991-92 

67 2 

1.54206 

213721 

29425 

1992-93 

67 9 

19.5065 

273961 

33401 

1993-94 

70 6 

249338 

.367698 

37303 

1994-95 

72 7 

302337 

426828 

41066 

1995-96 

73 9 

379493 

522652 

44046 

Non Corporate Sector 




1980-81 

48 8 

8309 

14615 . 

3472 

1981-82 

524 

10033 

16737 

3599 

1982-83 

469 

10992 

18600 

4751 

1983-84 

57 6 

1.5249 

25548 

5130 

1984-85 

56 5 

15351 

26236 

5455 

19hj-86 

55 3 

19318 

38145 

6376 

1986 87 

53 8 

22296 

36644 

6934 

1987-88 

51 3 

22396 

.39060 

8044 

1988-89 

56 9 

4.3417 

62956 

10468 

1989-90 

569 

27628 

47209 

10498 

1990-91 

56.5 

28768 

52950 

11317 

1991-92 

569 

31.387 

61375 

13123 

1992-93 

52 8 

36694 

70561 

15736 

1993-94 

65 6 

42602 

124092 

16613 

1994-95 

662 

45064 

86898 

18455 

1995-96 

647 

80636 

134645 

24256 


Sounr Annual Survey (^Industries - Summary Results for the Factory Sector, vanoiu issues 
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of employees there has been some increase 
in itesharepaiticularly since 1988-89fRMn 
56 per cent in 1980-81 to 61 per cent in 
19W-94 but declined to 57 per cent in 
1995-96. In absolute terms employment 
increased from 28,87.892 employees in 
1980-81 to 37,11,561 in 1995-96, that is, 
about 2.1 per cent per annum. 

As for the non- corporate sector its 
share in all the indice.s, particularly since 
1988-89 (which is also lower than that of 
the corporate sector) has declined. How¬ 
ever, it is cleaily seen that the non-corporate 
sector’s contribution to employment is 
signifleant, it contributing nearly 43 per 
cent oi the employment in the private 
sector in 1995-96 

This points to certain important trends, 
vi/„ the increased rote of the private 
corporate sector within manufactunng 
This seems to have led to some increase 
in employment in the private corporate 
sector but not to any significant change 
in Its contribution to total emoluments. 
Table 4 also shows that although nearly 
40 per cent or more of the employment 
in the pnvate sector oiiginatcd within the 
non-corporulc sector, the non-corporate 
sector accounted loi only 20 to 29 percent 
ot the emoluments m the private sc'ctor 
tlK'ieby reflecting the low compensation 
per employee in this .sector Again while 
79 per cent of the suiplus onginated in 
private corporate .sector in 1995-96 the 
non-corporate sector was left with 21 per 
cent only 

It IS further seen from Tabic 5 that the 
non-wage component incteased horn 
.55 per cent in 1980-81 to 74 per cent in 
1995-96 in the pnvate corporate sector, 
and It increased from 49 percent in 
1980 81 to 65 perocm in 1995-96 in the 
non-coipomle sector. Alternatively, the 
share of wages m value added in the 
pnvate corporate .sector was 45 percent in 
1980-81 and this declined to 26 per cent 
in 1995-96 and it declined from 51 per 
cent to 35 per cent during the .same period 
in the non-coiporate .sector While com¬ 
pensation per employee was as high as 
Rs 44,046 in 1995-% m the private cor¬ 
porate sector it was as low as Rs 24,256 
in the non-corporate sector, slightly nKxe 
than half ot the pnvate corporate sector. 
In termsofproductive capital per employee 
non-corponde figures were less than one- 
third of that of the private corporate sectoi 
in 1995-96. As for fixed capital per 
employee non-corporate figures were 
slightly more than one-fifth of that of 
private corporate sector. In absolute terms 
v’hat has been the rate of growth of the 
pnvate corporate sector? Section m deals 
with this. 


ni 

Growth of Private Sector ia 
Absolute Tcnaa 

Since our mam concern is with the 
manufactunng sector, absolute trends in 
the pnvate corporate sa:lor have been 
estimated using ASI data. Three indices 
have been used to measure growth of the 
pnvate corporate sector: {I) Gross output; 
(2) net value added, and (3) net fixed 
capital. 

Each of these has been deflated to am ve 
at growth in real terms. Gross output has 
been deflated using the implicit deflator 
esbmatcd using the constant and current 
pnee .senes on output of the registered 
manufactunng sector Net value added 
has beendeflatcdusingthcimphcit deflator 
c.stimarcd from the current and constant 
pnee .senes of net value added of organised 
manufacturing. Net fixed capital has been 
detlatcd by the implicit deflator estimated 
from the current and constant price series 
of net fixedcapital formation of the pnvate 
corporate sector (i e, ol joint-stock com¬ 
panies, which includes Doth financial and 
non-financial, manufactunng and non¬ 
manufacturing) (I'ordetails sec Appendix 
Tables 1-7) 

In terms ol all indices broadly two phases 
can be identified in the pattern of corporate 
giowth.adecliningphasefrom 1980-81 to 
1988-89 and a rising phase from 1989-90 
to 1993-94. 

Table 6 shows that in terms of gross 
output, value added and in terms of net 
fixed capital the pnvate corporate sector 
has grown much taster in the beginning 


ofthe 1990sinsharpcontnattoitsah|ggiah 
growth in the 1980s. 

CoNa.usiONs 

Thus, the significance of the private 
corporate sectCH' in the economy is nsing. 
So IS it in the manufacturing sector 
contributing about 87 per cent of the net 
value added in organised manufacturing 
in 1992-1993. Around 73 percent of private 
corporate activity isin manufacturing even 
in 1992-93. It is also seen that contraiy 
to expectations the growth of the private 
corporate sector has not becnattheexpense 


ApwNun Tabu. 2 


Year Value of 

Value of 

ImplM. 1 t 

Output (Cmiss) 

Output 

Deflttor 

Reg MIg 

Reg Mtg 

If2*l00 

RsCraie 

Rs Cniie 

(8(L8ls|fl0) 

Cuneni 

Constant 


Pace 

Pace 



(80-81) 

• 


1980-81 

58787 

58787 

too 

1981-82 

71392 

65642 

108 7 

1982-81 

82976 

73525 

1)28 

1983-84 

90184 

71924 

1221 

I9K4-8S 

107121 

82947 

129 4 

l98.‘5-86 

122784 

87948 

1.196 

198(1-87 

115585 

9.1115 

145.1 

1987-88 

i.55ll8 

100546 

t54.1 

1988-89 

188200 

112596 

167 1 

1989-90 

214128 

128046 

182 8 

1990-91 

2762.50 

1.19780 

197 6 

1991 92 

107409 

l.19(8i.1 

221.0 

1992-9.1 

.147770 

142288 

244 4 

1991 94 

192161 

151241 

259 3 

1994- 91 

1995- % 

467192 

164010 

285 0 


Snune India, C.SO, National Arcounis 
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Apivniux Tabu I PBiVATisCiHiPimAii Sickib 


Year PiivdieCorpiirdle Estimaied Implicit lYivate Cixporaie Percentage 

.Sixtnr Gross Deflator ot Gross Output Change 

Output Ks Lakh KcgMfg Constant 80-81 

(Oinenl Prices) (80-81 Prices) Paces Rs Lakh 


1980-81 

28611.14 

100 

2861134 


1981-82 

3261312 

108 7 

.1000305 

49 

1982-83 

16R6II3 

1128 

.32678.11 

89 

1983-84 

4067218 

122 3 

.1.125608 

1 8 

1984-85 

4541355 

129 4 

3511094 

56 

1985-86 

4913012 

f19 6 

,35193.5(f 

02 

1986-87 

5459941 

145 3 

1757701 

68 

1987 88 

6214946 

154 3 

4027833 

72 

1988-89 

6.189190 

167 1 

3823573 

-5 1 

1989-90 

10604443 

182 8 

5801118 

5l 7 

1990-91 

12666994 

197 6 

6410422 

10 5 

1991-92 

14716677 

2210 

6668180 

40 

1992-91 

17959010 

244 4 

7348204 

10 2 

1991-94 

21884498 

259 3 

8419837 

149 

1994-95 

28384620 

285 0 

9959516 

180 

199.5% 

10564502 

NA 

NA 


Average annu J percentage change 




I9g0-8I 1987-88 

3 8 




1989-90-1994 95 

182 




1980-95 

97 





Source Estimated from ASI lummaty results lor ihe factory sector 
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AmMPW Tabu: 3 


AmNDOCTABLES 


Year 

NVA in the Pnvaie 

NVA in 

NVA in the 

Implicit 

NVA in 

Anmuri 


Corporate Sector 

Organised 

Organised 

I 

I 

Private 

Percentage 


Currertf Price ls 

Mfg .Sector 

Mfg Sector 

NVAm 

CorpomiB 

Change 


Laklis 

Current 

at Constant 

Private 

Sectram 




Price IS 

Price Rs Crore Coipomie 

Constant 




Crorc 

(SO-glslUO) 

Sector 

Pnee 


1980-81 

6.30213 

10050 

10050 

100 

630213 


1981-82 

676417 

11779 

10876 

108 3 

624577 

(-0 89) 

1982-83 

748558 

13629 

12079 

1128 

66.3615 

(6.3) 

1983-84 

906580 

17019 

14047 

121 2 

748003 

(127) 

1984-85 

979009 

19647 

15291 

128 5 

761875 

(1 9) 

1985-86 

1021(43 

21467 

1.5560 

1.38 0 

740321 

(-2 8) 

1986-87 

1128651 

23415 

16487 

142 0 

794825 

(7 4) 

1987-88 

I2I9265 

26980 

17653 

152 8 

797948 

(04) 

1988-89 

1278398 

32840 

19656 

167 1 

76.5050 

{-4 1) 

1989 90 

2078549 

41076 

22627 

181 5 

114.5206 

(49 7) 

1990-91 

2-509754 

47025 

13642 

198 9 

I26I8I7 

(10 2) 

1991-92 

2924405 

50316 

22669 

221 9 

1.317893 

(4 4) 

1992-93 

3.578513 

5638K 

23139 

243 7 

1468409 

(114) 

1993-94 

4648133 

67113 

25918 

2,58 9 

1795339 

(22 3) 

1994-95 

.5951246 

81203 

28486 

385 t 

2087424 

16.3 

1995-96 

6265297 

100961 

32499 

3107 

2016510 

-3 4 


Averag:c annual pcrccnta;!(. change in Net value added * 
1980-81-t98K-89 .'6 

1989-90-190S.96 |S8 

I9S0 8I-199S-9(I 8 8 


Soune Indiii. eXO, ^aiiiiiuil Ai I ouuft Slaiiftil t various issues 
Eatiiiiulcd frum Summary Reaulu for the Fai lory Sn tor 

Apfenimx Tabi c 4 PaivArc Ciirporate Srenm 


Year 

Net Fixed 
Capital (Rs Ciore) 
Current lYiuc 
(1) 

NFC Formalum 
Rs Crore 
Cuirent Pnee 
(2) 

NR' Formatum 
Rs Crore 80-81 
Pnees 
(.3) 

ImplKil 

Deflatoi 

(4) 

NR' 

Rs Crore 
80-81 Pnees 
(5) 

1980-81 

.5914 56 

1841 

1841 

100 0 

5914 56 

1981-82 

6710 88 

3827 

3514 

108 9 

6162 42(4 2) 

1982-83 

8631 41 

50.54 

4473 

113 0 

7638 42 (24 0) 

1983-84 

10646 89 

39.50 

.3117 

126 7 

8403 2.3 (10 0) 

1984-85 

11965 .30 

4995 

37.39 

1336 

8956 06 (6 6) 

198.5-86 

12788.54 

6112 

4125 

148 2 

8629 24 (-3 6) 

1986 87 

14953 42 

7575 

4807 

1,57 6 

9488 21 (10 0) 

1987-88 

18042 04 

5231 

3294 

158 8 

11361 49(19 7) 

1988-89 

17488 43 

6194 

3448 

179 6 

97.17 4 3 (-14 2) 

1989-90 

.33685.62 

8186 

4214 

194 3 

17336 91 (78 0) 

1990-91 

.39601 .59 

12164 

5758 

211 .3 

18741 88(8 1) 

1991-92 

.50194 74 

23580 

9885 

2.38 5 

2104601 (12 3) 

1992 93 

67072 18 

27732 

10595 

251 7 

2.5629 41 (21 8) 

1993-94 

91310 86 

33.564 

12404 

2706 

3374.3 85 (3| 6) 

1994-95 

119728 51 

42390 

14.302 

296 4 

40394 23(19 7) 

1995-96 

140851 01 

46290 

14444 

320 5 

4394727(8 8) 


Notes On the Net Fund Capital Senex for the Private Corporate Set tor 

I Two csliinatcs of net fixed assets (stock) are available (i) Estimated by us from ASI and 
pertaining to nmi-govemniental and non-financial manufactunng companies (ii) Published 
by the CSO in its National Auounts Siatixtu t pertaining to financial and non-financiai 
nianutactuimg and non-manufactunng |uint stock companies The latter is an estimated 
senes based on a certain methodology (refer CSO 'Sources and Methods 1989') for 
revaluing, very different from thcASI senes which is based on histoncal cost However, it 
the constant |mce senes (both cuirent and constant pnee senes are available) can be used 
to confirm tr^s obtaiend from the ASI senes Tables 4 and 7 in Appendix show that both 
the senes give the same trends in growth rates (in real terms) though they very in magnitude 
Deflator for the Net Fixed Capital Senes as Estimated from ASI Two options are there for 
denying a deflator to convert the ASI senes on' IFC Stock to constant pnees (i) To use the 
implicit deflatoi denved from the current and constant pnee senes of NFC stock as given 
in the NAS. (ii) to estimate on implicit deflator using the figures relating to Gross Fixed 
Capital Formation in the current and constant pnee senes But here again one has to become 
on the depreciation the National A^i aunts Statistics to amve at Net Fixed Capital 
Foi inalion Hut there is no alternative since depreciation provision figures given in National 
Ai c ounit Stiitisiu (are available only in correct pnees We have followed this second option 
to convert ASI Senes on Net Fixed Capital Stock to constant pnees A comanson of the 
deflators omveil at using option I and option 2 show that the two sets of deflators are quite 
close (Tables 4 and Table 7) 

Estimated from ASI Summary Results for the factory sector col I ASI, cols 2. 3 NAS 
Average percentage change NFC (constant) 

I98v/-8I 1988-89 7 I 

1989-90- 199S-')6 25 7 

1980-96 15 8 


Year 

Gross PCP Comp, of Fixed 

NPCF 


Rs Crore 

Rs Crore 

Rs Crore 


(Current) 

(Current) 

(Current) 

1980-81 

3.541 

1700 

1841 

1981-82 

5828 

2001 

3827 

I98^83 

7394 

2340 

5054 

1983-84 

67.32 

2782 

3950 

1984-85 

8191 

3196 

4995 

1985-86 

10043 

3931 

6112 

1986-87 

12194 

4619 

7575 

1987-88 

10223 

4992 

5231 

1988-89 

12246 

6052 

6194 

1989-90 

15491 

7305 

8186 

1990-91 

20906 

8742 

12164 

1991-92 

34995 

11415 

23580 

1992-93 

41973 

14241 

27732 

1993-94 

50333 

16769 

33564 

1994-95 

63437 

21047 

42390 

1995-96 

71925 

2.5635 

46291 


Note Capital formation estimates by type ot 
icssets are available only for the pnvaie 
corporate sector as a whole and not h\ 
subsectors of the corporate sector 
Soune NAS 1996 (statement 19. NAS 1995 52 
NAS 91, NAS 92 gives only for 84-8'> 
onwards )NAS 97 

India.CSO NatiimalAicountsStittiitii \ 
vanous issues 

AppFNiHxTABir 6 


Year Gross Fixed 
CF' Pnvate 
CorfKirate 
.Sector^ 

Rs Crore 

80 81 Prices 
(2) 

Consp (if 
Fixed 
Capital 
Rs Crore 
t.3) 

Net Fixed 
CF 

Rs Crore 
(80-81 
Pnees 
(2-3) ^4 

1980-81 

.3.541 

17(X) 

1841 

1981-82 

5368 

1854 

351s 

1982-83 

6566 

2093 

4473 

1983-84 

5360 

2243 

3117 

1984-85 

b184 

2445 

.3739 

1985-86 

6834 

2709 

4125 

1986-87 

7818 

3011 

4807 

1987-88 

6554 

3260 

3294 

19X8-89 

6978 

3530 

3448 

198«-90 

8081 

3867 

4214 

1990-91 

10034 

4276 

5758 

1991-92 

1478) 

4898 

9885 

1992-93 

16172 

5577 

10595 

1993-94 

18770 

6366 

12404 

1994-95 

21606 

7.304 

14302 

1995-96 

22701 

8257 

14444 


Notes I Not available by different segments I'l 
pnvate corporate sector, i e, joim stuck 
compuiues, co-operatives, etc 

2 Private corporate sector (financul and 
non financial, and co-operatives, nianu 
factunng and nori-manufiichinng 

3 Estimate from the value of fixed capital 
stuck and theageofassets (NAS 1996 p 5ti 

Soune NAS 1996 PS3 (statement 19. NAS 

p S3,94) NAS 97, p 55 Estimation ot 
depreciation estimated from the value <>t 
fixed capital stock and the expected api 
of various types of assets used since this 
alone is available)in current and consi.int 
pnees Whileprovision for depreciation 
IS available for the pnvate corpurau. 
sector as a whole, it is available only ■« 
current pnees and not in constant pns<.» 
Hence It cannot be used Acompan.s»n 
of the estimated deprecialion values with 
thecurrent depreciation provtston shoav, 
there IS not much diflbimce Hence O'*: 
go by the esumaied values. 
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AmNDKTABLE? 


Year 

NetKxed 
Capiul Slock' 
RsQtxc 
(1980-81) 

NFC Stock 
Cufient 
Price 

Implicit 

Deflator 

1981 

20558 

20.558 

100 

1982 

2.1917(16 3) 

26207 

109 6 

1983 

28.108(18 4) 

12907 

1162 

1984 

31.1.17(10,7) 

40428 

129 0 

1985 

34981 (11.6) 

48032 

1.17 3 

1986 

39048(11 6) 

59254 

151 7 

1987 

43795(12 2) 

70752 

161 6 

1988 

47052 (7 4) 

77058 

163 8 

1989 

.50419 (7 2) 

91721 

181 9 

1990 

.54553 (8 2) 

108719 

1991 

1991 

.59972 (9 9) 

129101 

215 6 

1992 

69710(16 2) 

170500 

244 6 

1993 

80170(15 0) 

213827 

266 7 

1994 

92445(15.3) 

255747 

276 6 


Note\ May he used to (onfirm uoKb <ib(ained 
tromASIdala Hi*Kwcc(M>rilieuun>elve» 
lo (Dint Slock ainipaniev (which includes 
rinaiii-ial and non-finnncijt) instciid of 
total |>rivatc iinyvirjle seclorinion; com- 
prehensiwly dcliiicdlsinccthis break up 
IS available and it is conceptually close to 
the ASI esiuiuucs 

I Relahrs to joint sKick companies (rinan- 
cial non-financi.il nionufactunnj; and 
non iiunulacluniig) 

Soune NAN 1996 p 6* (statement 21). NA.S 
l99Sp6.t NAS9I Figures in bracket 
shows annual pt icentage change 
Average annual jicrccntagc change 
l9gi)-89- II 9|icrcent 
1990-96 - I.T 4 |)cr cent 
1980-96- 12 6|H:rcent 

ot tht* public sector Its growth has been 
at the expense of the non-corporate sector, 
winch provides 38 to SI per cent of the 
employment within the private enterprise. 
'Ilie above analy.sis also suggc-sts that 
pnvah- corporate sector giowth has led lo 
some increase inemploymcnt in that sector 
but with a .strong bias in the distribution 
of income in favour ol non-wage income. 
In absolute terms also there has been an 
upsurge in corporate manufacturing 
activity in the 1990s. 

Notes 

1 ‘ReccniErimomicDevcIopinentsand Prospects 
for I994-9S’. JI#«i»Mlrer/»n. February 11.1995 
This document which *nnivi the flisl chapter 
ot the Planning Commission Annual Plan 
1994-95 (published in December 1994) - 
provides a good authontattve reference point 
tor any discussion on ihe subject 

2 .Sincetheicaiesomeineitiodologicaldifreiences 
between this study and the current study, the 
magnitudes involved are not strictly 
comparable 
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Third Edition 
of 

National Accounts Statistics of India 
1950-51 to 1996-97 

Data for 47 years in each of the 40 revi.sed and updated table .series on 
diflerent dimensions of national accounts aggregates are presented. 

On state domestic product, for the first time statistical senes on both net 
and gross SDP m respect of all 25 states and three union territories (oi 17 years 
from 1980-81 to 1996-97 axe available 

De.scnptions of the concepts involvixl and methods and pnx:edures of data 
compilation adopted have been furtherexpanded; likewise theextensive references 
to the analytical literature on national accounts and related literature 
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Total Factor Produdivity Growth in 
Devdopii^ Economies 

A Study of Selected Industries in India 

Gopinath Pradhan 
Kjuistuva Bank 

Management of total factor productivity in developing economies remains, by and large, an unresolved problem 
despite tntbistrialisation through efficient resource-use becomng a major objective of the economic reform 
programme. The present study attempts to open a solution channel by considering TFPG as a result of interactUm 
between economies of scale and technical change. Thus, it seeks to lay emphasis on proper management of scale 
economies and technical change for producing a desired TFPG. For that purpose, estimation of TFPG is carried 
out with the help of translog cost function, which gives Utformation on these two components simultaneously. The 
empirical findings of the exercise on data of aggregate manufacturing sector and eight selected industries of India 
indicate that both scale economies and technical change have registered a declining trend in recent years producing 
in the process a declining TFPG. There exists, therefore, a good case for prescribing policy measures that lead 


to better exploitation of economies 

I 

Introduction 

LX)W total factor pioductivity growth 
CTPPG) orits negative trend is a commonly 
observed feature in most of the developing 
economies [see, for example. Page 1994]. 
The industrial development programme 
under economic liberalisation, therefore, 
impheitiy depends on pulling TFPG out 
of such a dismal state. Nevertheless, 
management problems of TFPG are yet to 
draw adequate attenbon. 

An estimation of TFPG with the help 
of translog cost function projects it as an 
interaction of scale economies and tech¬ 
nical change, which help identify the 
factors responsible for producing the 
observed path [see. for example, Nadiri 
1982; Fuss 1987].'Policy formulation on 
industnal producbvity, therefore, can bene¬ 
fit immensely in the presence of results 
obtained through this method. Especially 
when TFPG is shrouded with conflicting 
findings, as havesurfacudin recent analyses 
of Indian industrial sector [Ahluwalia 
1985,1991; Balakxishnan and Pushpang- 
adan (B-P, Irereafter) 1994; Rao 1996), 
usefulness of translog cost function 
approach emo'ges as a distinct choice. 

There are three major approaches to pro¬ 
ductivity measurement. VIZ, index number, 
econometnc and non-parametric [Diewert 
1980; Christensen 1980]. The index 
mimha’approach offers scope for inclusion 
of any number of inputs, does not require 
a long data series [Diewert 1980]; a^ is 
suitable if one assumes technological 
progress to be random and erratic instead 
of systematic [Beindt and Khaied 1979]. 

A major problem with the management 
ofTPPGcan be traced back to itsestitruuion 


of scale and technical change in Indi 

through index numberapproach. This helps 
assess the trend of TFPG but does not ol fer 
scope to consider the underlying com¬ 
ponents that are responsible for the 
outcome. Further, it dow not help test the 
regularity conditions such as concavity 
and monotonicity of the underlying 
production function. The Divisia Tomquist 
approximation, which is used while esti¬ 
mating total factor productivity, requires 
imposition of restrictive assumptions of 
constant returns to .scale and Hicks-neutral 
techracal change. Consequently, traditional 
TFPG becomes either an over or under¬ 
estimate [Denny et al 1981; Momson 
1992. Park and Kwon 1995]. It may be 
pertinent to point out that die feature of 
constant returns to scale in Indian industries 
is often rejected [ Jha and Sahni 1991; Jha, 
Musty and Paul 1991J. 

Notwithstanding such limitations, 
TFPG estimation in India has been under¬ 
taken through index number approach 
[Banerjee 1975; Brahmananda 1982; 
Goldar 1986; Ahluwalia 1985, 1991; 
B-P 1994; Rao 1996] and differences in 
results obtained me tried to be explained 
within the framework of such a method 
[B-P l994.DholakiaaiidDhoiakia 1994]. 

At another level, time could be problems 
for l.idian TFPG estimation as studies use 
value-added as a variable [the exception 
is Rao 1996]. Therefore, it is implicitly 
assumed in these studies that the value- 
added function exists and primary and 
intermediate inputs are separable in the 
underlying production funoion. Unfortu¬ 
nately, Indian industries do not satisfy the 
requirement of separability conditions 
[VifllliamsandLaumas l981;Pradhanand 
Batik 1998], Hence output, instead of 
value-added, appears to be the appropriate 


choice for TFPG estimation in India. 
Moreover, the Indian 1FPG is confined 
to results obtained through aggregate 
industrial sector which may not hold good 
for the individual industnes. 

Thus, a mqior task before the present 
study IS to examine the direction of TFPG 
when It IS viewed as an interaction of rate 
of technical change and economies of scale 
Results thus obtained would help remove 
some of the restrictive assumptions asso¬ 
ciated with earlier e.stim!Ues and capt*ire 
the underlying factors behind the 
movement of TFPG. For that purpose, ii 
considers the data of aggregate manu¬ 
facturing sector(registercd) and eight select 
industries (cement, chemical andchemical 
products, glass, iron and steel, non-ferrous 
metals, pulp and paper, pottery and earthen¬ 
ware and structural clay) in India. The 
paper is organised as follows; Section 11 
discusses the methodology of the study 
while Section m pro vides empincal results 
Summary and broad conclusions of the 
analysis are given in Seebon IV. 

O 

Methodology 

The present exercise aims at estimating 
TFPG as an interaction of returns to scak- 
and technical change. For that purpose, a 
translog cost function is considered which 
takes the form [Fiiss 1987]: 

In C = a o + Z o, InP, + 

V4 Z,Z, In P, InPj -f Oq Inq ^ 
Z P,q InP, Inq + (Inq)^ ► 
oq Int -t- Pqt + 

Z Pit lnP{ Int 4- 
Pt, (lnt)2 (ij - K, L. M) ...(I) 
where P,« price of i*** input, q »level ot 
output, t a time poiod. Generally, technical 
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pitgfesB is deftned u ui upward shift in 
the production function. While wotting 
with itsdual. that is cost funcdcMi, technical 
progress is viewed as a downward diift 
in the cost fiim^on and is given by 
- 3 In C/3t » t^* s - (a, + p^inq + 

L Pk InP, + Pit lni)ft 
(i«K,L,M) ...(2) 

4* in (2) gives the rate of technical change 
at poiitt of time t. From equation (1) scale 
economies, s, can be derived as 

f3lnCy 3lnq] ' = (a, + 2, p^ InP, + 

P,, Inq + p^ hit) 

(i * K. L, M) ...(3) 

and the industry will be stated to be under 
economies, diseconomies or conslant 
returns to scale according as s ^ 1. 

Making use of (2) and (3). TFPG can 
be obtained as 

tp’ * ( te’ X s) ..(4) 

where tp* is termed as a generalised measure 
of TFPG as It presents the results without 
restncting the production function to 
constant returns to scale [ Park and Kwon 
I99S]. It may be seen that tp* and tc* are 
equal when s s | and in case of non¬ 
constant returns to scale, tp* differs from 
the traditional TFPG (Denny et al 1981; 
Mumson 1992]. 

Since t,.*, s and subsequently tp* are 
obuined from a iranslog cost function, an 
assessment of its wcll-behavedness is in 
order. The iranslog cost function being a 
second order local approximation to an 
arbitrary cost function, does not satisfy the 
regulaniy conditions of homogeneity, 
monotonicity andconcavityininput prices. 
Out of these, while the first condition is 
imposed on thecast function, the remaining 
twoare tested fortheeslimatedcoefficients 
atallsamplepoints.hilermsofequation (I), 
the fulfilment of monotonicity is seen 
through the porJtive sign of the estimated 
share equabons in the range of the sample. 
On the other hand, the concavity condition 
IS evaluated with the help of negative 
semi-definiteness of the Hessian matrix. 

As Pi and q are linearly transformed to 
unity for the initiate year of the study, 
s S' Oq when t si (sec, equation (3)). Fbr 
s to be positive, it is necessary to luve a 
positive value for Oq [Jorgenson 1986]. 
Increasing output implies increasing cost, 
which necessitates s to be positive. In 
terms of equation (1) this 3 rields die 
condition, 

Oq > 0 ...(5) 

Linear homogendty in input prices 
implies that when input prices increase - 
by a certain proportion, cost increases by 
the same propc^on. The imposition of 
such a restriction in (I) boils down to the 


satisfaction of the foUowingconditions: 
laj- l;iPy«0;2ft,-0; 

(i.j*K,L.M) ...(6) 

In order to take care of the irqwt demand 
functions, the input share equations are 
appended to the cost function at (1). 
Partially differentiating (I) vridi respect to 
InP, and on applying Shepherd’s lemma, 
the 1“** share equation (i a K, L, M) is 
obtained such that 

6i = Oi + I P,j InPj + P,q Inq + Int 
0 = K, U M) ...(7) 

Since the factor shares add up to unity, 
the share equations are not independent 
and dtt resultant enw covariance matnx 
is singular. This problem is overcome by 
dropping one of the share equations. As 
the estimates are invariant to the choice 
of equation dropped [Christensen and 
Greene 1976], the present study drops the 
K-share equation. 

The process of estimation requires vari¬ 
ables such as co.st, output and input prices. 
The details of construction of these vari¬ 
ables are described in Appendix 2. How¬ 
ever, it is important to highlight the pro¬ 
cedure adopted in construction of capital 
input and price index of miderial input. 

Material inputs considered in the study 
pertain to components such as lubricants, 
electricity, raw matenals and chemicals 
that enter the process of production. The 
price index of matenal input relates to the 
practice followed by B-P (1994) and Park 


andKwan(l995).Essenthdly,coinpcinents 
ofintermediate inputs are asagned weights 
based on structund coefficients provided 
in the Input-Output Table, 1991-92 
[Government ofindia 199S]. Ihe material 
price index of aparticular industry is then 
iterived by comtrining the price indices of 
various components [Chandhok 1990; 
Government of India (b)] after these are 
weighted by their structural coefficients. 
Such a procedure provides industry- 
specific price indices for material inputs. 

In case of capital variable, industry- 
specific capital stocks are used in the 
present analysis. For construction of 
industry wise capital stock, the study relies 
on the perpetual inventory method. The 
coverage of the study relates to the period 
1963-64 to 1992-93. AH the variables ex¬ 
cept total cost are linearly transformed to 
unity for the initial year of the data series. 

m 

Empirical Results 

Estimated TFPG for the aggregate 
manufacturing sector and right most 
polluting industries of India are presemed 
in the following. Results record three 
interrelateddimensions: (t) characteristics 
of returns to scale, (ii) nature of technical 
change, t^d (iii) THKj as an interaction 
of (i) and (ii). Using these results, an 
attempt IS made toevaluate the productivity 
of Indian manufaemnng during the period 
1963-93. Since these vanables are obtained 
from an estimated translog cost function. 
Appendix 1 discusses its features. 


Tau e I ‘ ItEnmNS to Stale in Selk-t Indiistrics 


Year/Indusiry 

1965-66 

1975-76 

1985-86 

1992-93 

Average 

(1963-93) 

Cement 

0 9175 

0 8782 

0 7005 

0 6206 

08144 

Chemicals 

1 9906 

0 7553 

0 5653 

0 3881 

0.9202 

Glass 

5 3376 

2 4219 

1 4442 

09372 

2 5439 

Iron and steel 

0 7800 

0.7501 

0 6155 

0 5133 

06753 

Non-fenuus metals 

0 7005 

1 1617 

09474 

0 5595 

0.8771 

Pulp and paper 

0 9547 

0 8935 

0 9348 

09882 

0.9341 

Pottery 

1 3622 

1 3579 

1.0686 

0.7970 

1 1.368 

Sinictural clay 

1 5274 

1 3049 

1 0470 

0 7876 

1 1826 

Aggregate manufaciunng 

0.4817 

1 0146 

0.6840 

0.5697 

07031 


Note In contrast to the diseconomies of scale observed in cement industiy of the present esercise. 
economies of scale was found m the studies by Gupta (1975). Hajra (1987) and Pradhan (1997) 
However, estimation of economies of scale in th^ studies was earned oui bom a simple tog- 
linear cost-output relationship 

Table 2: Technical Change in .Selett Inoistiues 


Yeai/lndustry 

1965-66 

1975-76 

1985-86 

1992-93 

Average 

(1963-93) 

Cement 

0 0.390 

0 0886 

00666 

0 0.570 

00542 

Chemicris 

-01274 

-0.0791 

-0 0529 

-0 0438 

-0 0692 

Glass 

0.0415 

005.56 

0 0415 

00354 

0 0353 

Iron and steel 

0.2504 

0 1585 

0 1119 

0 09.38 

0 1418 

Non-fetnus metals 

•0.0435 

00643 

00637 

0.0725 

0 0329 

Pulp and paper 

0.0S9I 

0 0665 

00467 

00.390 

0 0418 

Pottery 

0.0427 

0.0638 

0 0483 

00419 

0 0389 

Structural clay 

-0.2060 

-00890 

-0 0.592 

-0 0481 

-00987 

Aggr^te manufactunng 

0 1570 

00821 

0 0919 

00895 

0 1145 
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Econmmesofscale: Deterioration inthe 
degree of returns to scale in the recent 
years is adiscemible feature of the manu¬ 
facturing sector of India. It can be seen 
from Table I that the scale factorof aggre¬ 
gate manufacninng sector is less than unity 
in 198S-86 as well as 1992-93 implying 
diseconomies of scale. The decline seems 
to have become more prominent in recent 
years as the sector was exploiting scale 
economies in the I97(ls (.scale coeflicient 
in 197S-76 being 1.0146). In fact, the .scale 
factor in the table shows a consistent 
decline after 1975-76 
The observation made on aggregate 
manufactunng .sector about the emergence 
of deceleration in the scale factor during 
the 1980s can be extended to .seven out 
of eight individual industries. Only 
exception to this pattern is found in ca.se 
of pulp and paper, where an improvement 
is nobced. The scale factorof the industry 
has increased from 0 9348 in 1985-86 to 
0.9882 in 1992-93. 

It may he useful to point out that 
diseconomies of scale is noticed in all the 
eight industries by the year 1992-93. An 
examination of the 1980.s reveals that .such 
a feature was present in five of them. Only 
three industries, viz, glass, pottery and 
structural clay, were exploiting the 
advantages of .scale economies as the scale 
factor for these is I 44, 1.07 and 1 05 
respectively. 

Technical change Results of the present 
exercise indicate that the rate of technical 
change in manufactunng sector of India 
may be declining in recent years. Table 2 
which summarises the results on this 
attribute, shows that the aggregate 
manufactunng sector has recorded a 
decreasein technical progress irumO. 1570 
in 1965-66 to 0 0895 by 1992-93 
Hie declining feature present in the 
aggregate manufacturing .sector is also 
found in most of the individual industnes 
It may be seen that technical change 
recorded for the yeai 1992-93 is lower 
than that of 1985-86 in cement, gla.ss, iron 
and steel, pulp and paper, and pcMtcry and 
earthenware From among the remaining 
three industnes that have not followed the 
declining feature notu ed in the aggregate 
manufacturing sector non-terrous metal 
has witnessed technical progress by 
moving from 0.064 in 1985-86 to 0.073 
in 1992-93. Chemicals and structural clay 
have succeeded in improving their 
performance as the negabve rate of tech¬ 
nical change slowed down after 1985-86. 

Although It is difficult to overlook the 
declining feature of the rate of technical 
change in Induin industnes over time, an 
examinabon of us movement between 
1965-66 and 1975-76 shows some dif¬ 


ferences. It h evident from the table that 
technical change moved upward in case 
of cement, chemicals, non-ferrous metal, 
pulp and paper, pottery and earthenware, 
and structural clay. Such a trend, however, 
could not be sustained m subsequent years. 
Thus, the general feature of declining 
technical change remains with the 
industrial sector. 

TFPG: Estimated TFPGofthe aggregate 
manufactiumg sector as well as eight select 
industriesofIndiaispresentedinTable 3. 
It exhibits a decelerating trend. The ave¬ 
rage TTTG for the period 1963-93 of the 
aggregate sector is found to be 0.0738, 
which is less than that of the initial 
period (0.0756in 1965-66). Its decreasing 
tendency is evident as one moves from 
1975-76to morerecent yean.. The estimated 
value of TFPG declined from 0.0848 in 
1975-76 to 0 0629 by the year 1985-86. 
It reached its lowest 0 0510 by 1992-93. 

TTie declining trend of TFPG observed 
in the aggiegate manufacturing .sector is 
supported by most ot the individual 
indusbies. Results summarised in the table 
reveal that the decline in TFPG is cunsi.slcnt 
with that of aggregate man ufactunng sector 
in six out of eight industnes (cement, 
glass, iron and steel, non-ferrous metal, 
pulp and paper, pottery and carhciiware) 
as one moves from 1975-76 to 1985-86 
to 1992-93 In case of the remaining two 
industnes (chemicals and structural clay) 
the extent of negative growth seems to 
havelessenedovertheyears Theestimatcd 
TFPG of chemicals and structural clay foi 
1992-93 (-0.0170 and -0.0379 respec¬ 
tively) IS greater than that for 1985-86 
(-0.0299 and -0.0620). 

While a declining feature ot TFPG i.s 
difficult to disregarded during the penod, 
1975-1993. during the decade 1965-75, 
the aggregate manufacturing sector 
experienced improvements in TFPG 
Starting with a growth rate of 0.0756 in 
1965-66, the sector pushed up its pro¬ 
ductivity to 0 0848 in 1975-76 Such an 
increase dunng 1965-75 is noticeable in 
four individual industrie.s. viz. cement, 
non-ferrous metal, pulp and paper, and 
pottery and earthenware In another two, 
VIZ, chemicals and structural clay, although 


8 negative growth of TFPG persiated. the 
rate of decline has come down. Thus, 
improvement during 1975-76 ovw 1965- 
66 has not come about in two industries, 
VI/ glass, and iron and steel only. 

F-rom the results of the present exercise, 
adccliningtrendofTFPGcan be attributed 
to deterioration of returns to scale and 
diminishing rate of technical progress. 
Though the TFPG estimate in the present 
study deviates frenn the traditionai measure, 
the findinp tend to agree with the results 
obtained by B-P (1994) and Rao (1996). 
The presentation of the above results 
reinlorccs the view that TFPG in India 
grows with a positive rate although its 
trend is declining. 

It may be useful at this stage to point 
out the fluctuating growth path of TFPG 
in the Indian manufacturing sector, which 
IS not addressed in the present analysis 
It IS discernible in the above discus.sion 
that It passed through an accelerating phase 
dunng 1965-66 to 1975-76 after which 
deceleration set in Therefore, a fluctuating 
growth of TFP in India, which was 
ob.scrvcd earlier | Pradhan and Batik 19981 
may be conjectured. 

THHj management As seen above, a 
major pniblem with TFPG in India lic.s 
with Its cumpoiients, returns to scale and 
technical change The declining tendency 
of these components, if revensed. may go 
a long way in improving the performance 
of TFPG While no attempt is made in the 
pre.sent cxcrci.se to look into the underlying 
factors responsible for generating the 
observed path followed by t,^* and s in 
Indian industries, an examination of the 
relevant parameters of the co.st function 

(1) indicates some intere.sting features 

It has been pointed out that in equation 

(2) tj* IS affected by the parameters oi,_ p„ 
and Pu Table Al. which gives the.se 
estimates, .shows that t^* varies inversely 
with changes in prices of capital and 
material inputs, and directly with changes 
in the price of labour. The resultant t^*. 
which manifests as a declining trend, 
indicates that the negati ve effect of capital 
and material price rise more than offsets 
the positive effect of the other variable, 
that is pnee of labour. Therefore, it can 


Tabi 1 3 Tinxi FArroR PmiinicnvrrY m Sellct Inoustsies 


Year/fndu.str> 

1965-66 

1975-76 

1985-86 

1992-93 

Average 

(1963-93) 

Cement 

0 0542 

00778 

00466 

00354 

00421 

Chemicals 

-0 2509 

-0 0575 

-0 0299 

-00170 

-0.0629 

Glass 

02216 

01347 

00599 

0.0.332 

0 0272 

Iron and steel 

0 1953 

0 1189 

0 0689 

00482 

0 0997 

Non-ferrous meials 

-00.305 

0 0747 

0.0604 

0.0406 

0.0413 

Pulp and paper 

00.564 

00594 

0 04.37 

00385 

0.0352 

Poltery 

00582 

00866 

0 0516 

0 03.34 

00.351 

Struriural clay 

-0.3147 

-01162 

-0.0620 

-0.0379 

-0.1262 

Afigrcgaic manufacturing 

0.0756 

0 0848 

00629 

OOSIO 

0 0738 
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bitoadly be infened that higher rale of 
iflteiest and higher rate of depreciatioa, 
constituting together the price of capital 
input, and price of raw nuterial nuy be 
responsible for deterioration in the rate of 
tectaiical change. 

The (feclining feature noticed in case of 
letnms to scale also indicates the adverse 
impact of changes in capital price. From 
equation (3) it is evident that degree of 
returns to scale is an intoaction of ininit 
prices and output. The estimated coeffi¬ 
cients given in Table A1 show that s is 
inversely related to price of capital input 
and directly with prices of labour and raw 
material. Again, the price of capital input 
seems to have been more than offset by 
the positi ve impact of prices of labour and 
raw materials, leading to a declining s. 
These observations, therefore, point 
towards a better management of capital 
input prices and such a move is likely to 
have a favourable impact on the per¬ 
formance of TFPG. 

IV 

Summary and Conclusions 

While the role of TI1K3 in the process 
of industrial development is recognised in 
recent years, its management problems arc 
yet to become explicit in the analyse.s. It 
IS not difficult to sec, for example, that 
in developing countries such as India, the 
researcher's attention is being confined, 
mostly, to an evaluation of the growth path 
of pr^uctivity. But when attainment of 
efficient industnal development is put on 
the agenda of economic reform, manage¬ 
ment dimensions of TFPG can no longer 
he overiorAed. The foregoing discussion, 
thetefoic, attempts to locus on the role of 
scale economies and technical change in 
producing a paiticular kind ofTFPG trend. 
With the help of these variables, it tnes 
todraw attention towards the management 
aspects that could influence the direction 
of productivity growth of Indian 
manufacturing sector 

An estimationofTFPG through the route 
of traiulog cost function contains the 
advantage of yielding scale economies 
and technical change sinuitaneously. As 
TFPG can be doived as an interaction of 
these two factors (i e, s x tc*). its direction 
during the period 1963-93 is examined 
differenlly than that of earlier studies. 
Results of llw exercise for the a^regaie 
manufacturing sector and eight select 
industries of' India indicate a declining 
trend of TFPG. A decline in both scale 
economies and technical change seems to 
have produced the present character of 
TFPG, although decline in the latter does 
not appear to be as sharp as the framer. 

Since the resnlts of the present study are 


derived from a translog cost function, 
which alhiws the testing of theoretical 
tenets of the undralying production func¬ 
tion,tiieirtobustness may be less question¬ 
able than those of earlier studies in India. 
However, dau limitations involved in 
estimating TFPG might have influenced 
the results. Specifically, the constrwrtion 
of output series for the aggr^ate manufac¬ 
turing sector in constant prices tiuddng use 
of wholesale price index numbers, con¬ 
structing material input deflator with the 
help of input-output table, neglect of un¬ 
registered sector and rate of capacity utilis¬ 
ation might have influenced the results. 

Appendix 1 

Translog cost function, being a local 
approximation to an arbitrary cost function, 
does not satisfy the regularity conditions 
globally a& stipulated by theory. This neces¬ 
sitates testing for the well-behavedness of 


the cost function, patticulariy, satisfaction 
of monotonicity 1 ^ concavity conditions 
within the sample. In terms of equation 
(1), the fulfUment of monotonicity can be 


Tau£ A2‘ Results or Tests RKLniBAK 
HoMooENErnr and HiCKS-NEinxALrnr 


hdustry Unear Homo¬ 

geneity 
(CRS) 

Hicks 

Neutiah^ 

(HN) 

CRS and 
HN 

Cement 

135.3 

1431 

175.98 

Cbenacals 

0.81 

5.10 

10404 

Glass 

60.84 

10.56 

35.75 

bon and steel 

6969 

1884 

150.06 

Non-ftnous meuds 7230 

26.91 

174.96 

Pulp and paper 

46 28 

1689 

113.13 

Pottery 

48 21 

I7.0i 

120.69 

Structural clay 

18 12 

9.63 

75.60 

Aggregate 

manufactunng 

43 93 

5 97 

175.29 


Note Figures in the table give Chi-M|uaied values 
on the basis of lil^hood ratio test. The 
degree of freedom for figuies in columns 2. 
3 and 4 refer to 4.2 and 6 respectively 


Table AI: Estimates of Transuxi Cost Function 


Coe¬ 

fficient 

Cement 

Chemical 

Glass 

benand 

Steel 

Non- 

Irerous 

Metals 

Pottery 

Pulp and Stmciund Aggie^ 
Paper Clay Manufac¬ 

turing 

“o 

9 0810 

108970 

80702 

It 1390 

9 2404 

69828 

9 2093 

811.38 

13 4960 

(45 93) 

(102 19) 

(53 26) 

(141 65) 

(7189) 

(43 02) 

(35 93) 

(51 91) 

(227.02) 

“i 

01295 

UIS67 

02807 

01626 

01218 

0.3815 

01787 

03825 

01820 


(1173) 

(9 3.5) 

(15 33) 

(15 70) 

(13.50) 

(910) 

(15.32) 

(19 50) 

(20.59) 

“k 

01243 

00707 

00781 

01415 

0.0216 

01066 

01453 

00757 

0.0650 


(7 07) 

(1.62) 

(249) 

(591) 

(07.5) 

(2 39) 

(6 58) 

(152) 

(407) 


0.7463 

0 7727 

06411 

06959 

0.8567 

05119 

06760 

05419 

07530 

(2009) 

(21 83) 

(20 92) 

(631) 

(.3067) 

(17 33) 

(4363) 

(1261) 

(4004) 

Pu 

-00054 

-00252 

00377 

-00098 

-OOIll 

•001.35 

0 00.55 

00478 

-00002 

(-019) 

(-115) 

(147) 

(-0 52) 

(-064) 

(-0 23) 

(0 27) 

(130) 

(-0.01) 

Pkn. 

0 1597 

-0 0989 

0.0775 

•00128 

01899 

0 1420 

003.38 

00050 

-00307 

(469) 

(-198) 

(2.68) 

(-0 38) 

(5 23) 

(392) 

(131) 

(010) 

(-079) 

Pim 

00.533 

•O1103 

0P777 

-00310 

00II8 

0 0423 

00901 

01156 

0.0581 


(492) 

(46.3) 

(4.44) 

(-188) 

(091) 

(108) 

(402) 

(5 30) 

(1 83) 

Pkk 

-0 1544 

01240 

-011.52 

00226 

-0 1788 

-01286 

-00392 

-00528 

00310 

(-3 50) 

(2 08) 

(-Z99) 

(0 52) 

(-445) 

(-2 00) 

(-104) 

(-079) 

(0.89) 

Pll 

-00478 

■00752 

•0IIS4 

-00232 

-00006 

•002H8 

-00856 

-01634 

-0.0S78 

(-143) 

(-4 34) 

(-4 45) 

(-125) 

(-004) 

(-0.43) 

(-3 58) 

(-4 13) 

(-1.82) 

Pmm 

-02130 

-00014 

•01552 

-00182 

•0.2016 

-01842 

-01238 

•01206 

-0.0274 


(-6 75) 

(-003) 

(-550) 

(-0.95) 

(-5.55) 

(479) 

(-466) 

(-Z67) 

(-051) 

% 

10593 

0(271 

01307 

14664 

2 2187 

05689 

08748 

07121 

3.2914 

(232) 

(05.5) 

(015) 

(227) 

(238) 

(097) 

(1 53) 

(1 15) 

(4.7) 

Ph. 

00594 

0 2278 

00308 

01097 

-0.0716 

0.0831 

01045 

00848 

01050 


(196) 

(3 in 

(0.68) 

(276) 

(-272) 

(0.95) 

(213) 

(125) 

(3 38) 

Pb. 

•00441 

.00'’44 

•0.0279 

-00791 

-0.0126 

-00673 

■0.0432 

-0 0453 

-00126 

(-2.45) 

(-0 89) 

(-087) 

(-453) 

(-139) 

(-0.77) 

(-160) 

(-1 31) 

(-0.54) 

Pmi. 

-00153 

-020.34 

•0.0029 

-0.0306 

C0843 

•0.0158 

•00613 

•00395 

-0 0923 


(-061) 

(.342) 

(-008) 

(-099) 

(3J3) 

(-0.03) 

(-182) 

(-073) 

(-2.66) 

P« 

0 .(550 

I 2224 

07556 

06584 

09324 

0 6984 

-0 1642 

04664 

16092 


(094) 

(139) 

(103) 

(143) 

(190) 

(099) 

(-021) 

(103) 

(312) 

O, 

05519 

•00905 

0J2S6 

0.2061 

06388 

04150 

04055 

0I%2 

-04099 


(2 27) 

(-032) 

(1.83) 

(UO) 

(364) 

(190) 

(191) 

(0 87) 

(-2 08) 

Pk. 

00030 

00372 

•0.0023 

0.03Z5 

•0.0136 

-0.0024 

-00037 

0U410 

00112 

(0 10) 

(09.5) 

(-009) 

(1 57) 

(-0.44) 

(-007) 

(-020) 

(1 10) 

(0.91) 

Pb 

•00042 

-00219 

0.0006 

0.0050 

-00174 

-00325 

0.0060 

-00287 

-0.0152 

(-042) 

(-1 47) 

(0J>4) 

(0.56) 

(-1.47) 

(-102) 

(060) 

(-192) 

(-179) 

p« 

OOOil 

-d.OI53 

0.0017 

0 0375 

-00310 

00349 

-00023 

-00123 

00040 


(004) 

(-048) 

(0.07) 

(-2 30) 

(1 m 

(1 50) 

(-0 17) 

(-0.39) 

{0Z7) 

Pi. 

-06632 

0.4390 

•04100 

-0.2632 

-05696 

-0.4894 

•05684 

-03266 

01596 

(-4 31) 

(1.09) 

(-3.16) 

(-166) 

(-4.80) 

(-393) 

(-Z04) 

(-168) 

(0.83) 



41.5806 

(-098) 


-0J675 
(-1 19) 

-0.6015 

(-1.66) 


0.1907 

(039) 


-1 3666 
(-3.43) 


Notr. Figures mporenlhesesiaiilcalet-faliM. 
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seen through the positive sign of the 
estimated sham equations in the range of 
the sample. On the other hand, tlw con¬ 
cavity ciwdition can be evaluated with the 
help of negative semi-deriniteness of the 
Hessian matrix of the cost function. 

Since nK>.st of the Indian studies on TFPG 
ate based on the assumptions of constant 
ieUiinstoscaleandHicks-neutnil^,» attempt 
ismade to lestfltevalidityof these assumptionsL 
Hie relevant parametric restrictions imposed 
on the cost function for fulfilment of these 
conditicMis considered are: 

Linear homogeneity: Pkq Piq 

*Pinq = Pqq = Oanda, = l ...(8) 

Hicks-neutrality; pm = Pu 

= Pmi = 0 ...(9) 

Linear Homogeneity and Hicks-neutrality: 

Pkq ® Piq ® Pmq “ Pqq “ Pkl 
= Pit ® Pmi “ 0 “q * • (10) 

The study tests the.se restrictions with 
the help of likelihood ratio statistic 
[Christensen and Greene 1976]. Such a 
statistic follows Chi-squared distribution 
with degree of freedom equal to number 
of inifepenJent restrictions imposed. 

Fuidmgs.-TablcAl gives thecoefficients 
of esbmated translog cost function from 
which theregularity conditions are denved. 

Own price elasticity of demand in case 
of translog cost function is given by 
« B ® (Pu + ®i (see. for example, 

Fuss 1987]. 

It may be noted that own price elasticity 
of demand of the inputs iC, L and M are 
negative (see. coefficients. Pu^. Pu and 
Pmm) . This information helps draw the 
inference on a negative semi-definite 
Hessian matrix and indicates that the esti¬ 
mated cost function satisfies the concavity 
requirement. Testingol the Hessian matrix 
at the mean levels of inputs showed its 
negative semi-defmiteness. The monotoni- 
ciQr condition is also satisfied as the estima¬ 
ted cost shares of K. L and M are positive. 
It is useful to point out that the obser¬ 
vations on concavity and monotonicity hold 
good forthe aggregate manufai^uring sector 
as well as individual industries. 

Of particular interest in the results 
presented above is the sign of Oq, which 
ihoald be positive (see. eqinttion (S)) to 
be able to fulfil the condition that cost 
function is increasingiiioutput [Jorgenson 
1986]. hicaseof fourindustries, viz, cemoit, 
glass, pottery and structural clay, however, 
the sign of ou is not positive in the un- 
restneted cost function (1). This condition 
is satisfied only after restneting the 
interactive coefficient p^ to zero. On the 
whole, it can be said that the translog cost 
fimetion consideied in the present study fits 
well to die data of Indian industries. 


Test for constant returns to scale and 
Hicks-neutrality; The assumption of 
constant lenims to scale gets rejected for 
the aggregate manufacturing sector as well 
as seven out of eight individual industries 
considered in the present study <m the 
basis of likelihood ratio test The Chi- 
squared value at S per cent level of 
significance is 9.49 (for four degrees of 
freedom) whereas the calculated value 
exceeds it (see, Tidile A2, column 2). The 
only exception is chemicals where the 
assumption of constant returns to scale 
could not be rejected. 

The two independent restrictions 
imposed fra lest of Hicks-neutrality (see, 
equation (8)) require a CTii-squared value 
of S.99 (for 2 degrees of fiee^m at 5 per 
cent significance level). As can be seen 
from column 3 of Table A2, such a condi¬ 
tion could not be rejected in case of aggre¬ 
gate manufacturing sector and one indasiry, 
that IS, chemicals. However, In both the 
cases it is rejected at 10 per cent level The 
other seven industries, viz, cement, glass, 
iron and steel, nrai-ferrous metal, pottery 
and earthenware, pulp and paper, and 
structural clay,however.reject the assump¬ 
tion of Hicks-ncutrality at S percent level. 

Appendix! 

Data Base: The Central Pollution 
Control Board, Delhi hasidentifiedagroup 
of most polluting industries in India. The 
eight industries considered in the present 
study are taken from that set. Industry 
codes asperthe National Industrial Classi¬ 
fication (NIC) (used since 1973-74) and 
Standard Industrial Cla.ssification (SIC) 
(used up to 1971-72) for these industries 
are given in Table A3. These selected 
industnes have a contribution of 34.2S 
per cent combined in the aggregate 
manufacturing sector output. 

For the study, information requirements 
are on capital, labour, material, output and 
cost. Data on these variables fra the years 
1967-68 to 1992-93 are taken from the 
‘Summary Results forthe Factory Sector’, 
whereas for the period 1963-64 to 1966- 
67 they are from ‘Capital, Empkiyment, 
Output Estimates for Facbny Sector by 
Capita* Size’ published by Central 
Statistical Organisation [Government of 
lndia(a)]. As summary results were not 
publish^ forthe years 1970-71 and 1971- 
72, data are estimated on a pro rata basis 
from the census sector based on the ratio 
between factory sector and census sector 
for the year 1969-70, As no survey was 
conductral in 1972-73, data included in 
the series for this year are the simple 
average of the adjacent two years. Given 
below are the definitions of vanables, 
respective pnees and costs. 


Ciyiraf; Bor estimating aggregatecapital 
stock, the present study adopts the standard 
practice of perpetual invemoiy method 
with the benchmark year 1960-61. 
industry-specifle gross oqiital stock fra 
the benchmark year is estimated from the 
book value of fixed capiiaL taking into 
craisideration gross-net ratio provided by 
Hashim and Dadi (1973). Aimual gross 
investment figure at constant prices 
(1970-71 s 100) for the year t is ol^ned 
as It s (Bt - B|.| + D|) / R| where B is 
book value of fixed capita), D is 
depreciation and R is the wimlesale price 
in^x [Chandhok 1990; Government of 
hi(ha(b)J formachinery and machine tods. 
The capital stock at year t is obtained as 
Kt = Ko -I- £1, where Kq is capital stock 
in the benchmark^ear at 1970-71 prices. 
No capital discaidng is assumed. The 
price of a rupee worth of capita) is taken 
to be the sum of interest rate on long-term 
government bonds and depreciation rate 
[Jha, Murty and Paul 1991]. The cost'of 
capital services is the product of price of 
a rupee worth of capital and the aggregate 
fixed capital stock. Share of capital input 
IS cost of capital services divid^ by total 
cost at current paces. 

Lohour; LabuurvanablercpresenLs ‘total 
employees’ (‘total persons engaged’ since 
1980-81) which includes both workers 
and other employees receiving wages and 
salanes. Friceoflalxxirisobtainedby dividing 
emolument by numberof employees. Share 
of labour input is obtained by dividing 
emolumraits by total cost at current prices. 

Material: Material input includes all 
items of fuel, lubricants, electricity and 
gasoline consumed by the factory, raw 
materials, components and chemicals 
entering into the production process. The 
pre.sent study constructs a price index of 
material input by combining price indices 
of thecomponents through suitidile wei^Ls 
The weights assigned to the components 
are taken from the Input-Output Tabic 
I991-92[Govemment of India 1995]. The 
sectoral classification in the Input-Ciutput 
Table, 1991-92 is different from that in 
earliertables. This necessitated re-giuuping 
into 14 major input groups in contrast to 


Tame A3 


Industry 

NKCode 

SIC Code 

Cement 

324 

334 

Cbenucab 

31 (30 since 



I9S9-90) 

31 

Glass 

321 

332 

Iron and Steel 

330f 331+332 

341 

Non-feitous metals 

333+334+335 



+336+337 



+338+339 

342 

Poneiy and earlhenwaie 322'<-323 

333 

PVilp and paper 

280+281+282+283 271 

Sinictiinl day 

320 

331 
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19 groups taken by B-P (1994). The 
stnicniral coeffidenls presented for the 60 
sectors in Input Output Table 1991-92 
have been rc-grouped into 14 sectors. The 
resulunt sectoral weights aregiveninTabte 
A4. It may be noted that although such 
a procedure provides industry-specific 
priceindices, hmilations in the construction 
of material price index which have been 
pointed out in the earlier studies |B-P 
1994; Rao 1996] pen>ist. Material input 
share is obtained by dividing material inputs 
by total cost at current prices. 

Output: The output variable represents 
the gross value of output as given in the 
ASL This includes ex-factoty value (le, 
exclusive of taxes and inclustveof subsidies) 
of products and by-products manufactured 
during the accounting year. The industry- 
spcciHc (teflators used to neutralise price 
changes are index numbers of wholesale 
prices of relevant commodity groups 
(Table A 5). 

I An earlier version of this paper was prcMinted 
ai the 34th annual conference of Tlie Indian 
Econometric Society held at Mangaloie The 
authors have benefited from the discussion of 
the participants in the session and also from 
valuable comments of B N Goldar and 
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Tabll A4 WociHrs fuk CnNsnmmoN oi Maixmai l>nvr Index 


Input Gioups 

Cement 

Structural 

Clay/Glass 

Pottery 

Irup and 
Steel 

Non- 

Fermus 

MeUits 

Aggregate Chemicals 
Manufac- 
(unng 

Pulp 

and 

Paper 

Pood aiticles (1-4,12,14) 

0 

0 14 

0 

0 

218 

040 

001 

Non-food arucles (S-l 1,11) 

002 

171 

026 

Oil 

14 43 

1 47 

491 

Minerals (16-19) 

39 75 

27 57 

608 

1971 

5 95 

6 82 

246 

FmxI producLs (2023) 

0 

006 

0 

0 

351 

1 44 

043 

Textiles (24-28) 

1865 

091 

014 

0 16 

881 

304 

148 

Wuixl products (29) 

004 

060 

004 

013 

089 

0.40 

018 

Paper products (30) 

002 

098 

002 

005 

2 68 

3 79 

57 35 

Leather products (31) 

0 

0 

0 

0 

1 14 

0 

004 

Rubber products (32-3.3) 

0 13 

090 

005 

020 

2 89 

2.03 

091 

Chemeri products (36-39) 
Non-meiaUic nuneral 

Oil 

462 

145 

5 56 

IK 98 

.5048 

1069 

products (40-41) 

182 

25 75 

086 

031 

1 68 

088 

020 

Basic mclak (42-43) 

Other irascellaiwous 

442 

6 28 

60 29 

.36 00 

13 39 

081 

364 

niaiifactunng(S3) 

Fuel, power and 

3 53 

2 29 

12.27 

241 

4 21 

6J8 

241 

lubncanis( 1534,.5S) 

31 51 

2819 

18.54 

35.36 

19 26 

21.86 

15 29 

Total 

10000 

100.00 

100 00 

10000 

lOOOO 

100 00 

10000 


Nates I) Figures m paienthescs indicate industry groups as per Input-Output Table, 1991-92 

2)'Glas8, pott^ and eatlhenwaie, and stnicturBl clay are assigned the same material input 
price index (that of non-metallic mineral products except cement) as stnictuml coefficients 
at the requisite disaggregated level ate not available 

Table AS. Oumn* Dbflattvis Ussd in Ssixcr Industwes 


Industiy Commodity Group 


Ceniem 

IIIHiv23.5 

(Yemeni 

Chemicals 

IDG 

Chemicals and chemical products 

Gloss 

m Hti 

C3as$ and glass products 

Iron and Steel 

DIii(«) 

Iron, steel and ferrous alloys 

Non-fieiroiis metals 

IDIi(b) 

Non-ferrous metals and alloys 

I^iteiy and eartfienwam 

OlHiu 

Eaithenware and earthen potieiy 

I^lp and paper 

mo 

Paper and paper products 

Structunl cUev 

DlHi 

Stnictiital clay products 

Aggregate manufaciuriiic 

IB 

Manufactured products 


Cost Total cost of production is the sum of cost on capital, labour and material as discussed above 
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Total Factor Productivity Grouth and Technical 
Efficiency in Indian Industries 


Amp Mitra 

Based on the panel data for 15 major states in India, this article estimates the time-variant technical 
efficiency and total factor productivity growth for J7 two-digit industry groups. The total factor productivity 
growth (TFPG) in a large number of industries seems to have improved across most of the states during 
1985-86 to 1992-93 as compared with the rates estimated for the period 1976-77 to 1984-85. Technology 
acquisition, efficient utilisation of resources and infrastructure development are some of the factors which 
possibly contributed to the increase in TFPG. 


I 

Introduction 

TOTAL factor productivity growth 
(TFPG) is of crucial significance in the 
context of economic growth in developing 
cmintrics as these economics are often 
faced with an acute shortage of productive 
resources During the initial phases of 
industrialisation in the developed 
countnes, the prices of industrial goods 
relative to those of agriculture declined 
under a situation of competitive pricing, 
mainly because of productivity increases. 
The high price elasticity of demand for 
industrial goods coupled with the high 
incomeelasticity of demand thus provided 
an impetus (from the demand .side) to 
industrial growth in these countries. On 
the other hand, industrial growth in 
developing countries, paiticulariy in India, 
IS seldom accompanied by rapid 
productivity growth [Goldar 1986; Knshna 
1987; Ahluwalia 1991]. 

Evidence on TFPG m India as brought 
out by a number of studies has been quite 
varied. For the period 1960 to 1980, 
Goldar's (1986) estimate of TFPG turned 
outtohe 1.2percerapet annum. Ahluwalia 
(1991), however, ob.scrved a decline in 
total factor productivity (TFP) at the rate 
of 0.3 per cent per annum over the period 
1965-66 to 1979-80 although, according 
to her. there has been a turnaround in 
TFPG since 1980: TIT is said to have 
grown at a rate of 3.4 per cent per annum 
in the first half of the f980s. The rising 
fiscal defkit in the 1980s, as st» holds, 
created resurgent demand conditions in 
response to which supply could be 
enhanced through productivity improve¬ 
ments resulting from the reorientation of 
the pohey framework and the toning-up 
of the infrastructure sectors. 

Based on the National Accounts 
Statistics another study done by Goldar 
(1995) estimated the total factor 
productivity growth for the organised 


manufacturing sector at a rate of 1.55 per 
cent per aimum over the period 1970-71 
to 1980-81 which rose to 3.85 per cent 
during 1980-81 to 1985-86 and further to 
5.05 per cent per annum during 1985-86 
to 1990-91. The study carried out by the 
Industrial Credit and Investment 
Corporation of India [ICICI 1994] for 
companies to which It provided assistance, 
estimated the growth rate of TFP at -2.7 
per cent per annum in the 1970s. -0.9 per 
cent per annum for the penod 1982-83 to 
1986-87 and 2.1 per cent per annum for 
the penod 1987-88 to 1991-92. An increase 
in the productivity growthduringthc 1980s, 
according to Goldar (1995), was mainly 
due to an increased inflow of advanced 
technology and import of capital goods 
Balakrishnan and Pushpangadan 
(1994), however, demonstrated that such 
a ‘turnaround’ in the productivity growth 
IS confinned only when the estimates are 
denved by using the value added series 
based on the single deflation technique. 
As per this methcxl, the vahie added senes 
is deflated by the output pnee index, 
implicitly assuming that output prices and 
material prices have grown at the same 
rate. But in reahty this may not be the case, 
and hence the double deflation method of 
deriving the real value added would be 
desirable. According to this technique the 
real value added is derived by deducting 
the series on materials tteflated by the 
material price index, from the series on 
output deflated by the output price index. 
If the r ’ative price of matenals (with 
respect to output price) is increasing over 
time, the use of the single deflation 
technique would show sluggi^ growth of 
TFP. Similarly, in the face of a declining 
relative price of materials, the single 
deflation technique overestimates the TFP 
growth. Mohan Rao (1996) also noted that 
the single deflation method resulted in a 
significantly largermagnitudeofenorthan 
the double deflation method. In the study 
by Balakrishnan and Pushpangadan (1994X 


the estimates based on the double defla¬ 
tion method - the preferred one - do not 
show any ‘tunraround* in TFP growth 
dunngthe 1980s. Mohan Rao (1996) also 
noted that the productivity index obtained 
from double deflation recorded an ex- 
poiKntial growth of 4.6 per cent dunng 
1973-74 to 1980-81 and -0.2 per cent 
during 1981-82 to 1992-93, implying a 
shi 0 from a positive growth to zero growth 
dunng the 19808. 

The study done by Ray (forthcoming) 
uses the non-parametnc method of data s 
envelopment analysis to measure 
Malmquist productivity indices for 
manufacturing in different states in India 
dunng 1969-84. His estimates show an 
average decline at the rate of 2.89 per cent 
Although most states experienced a 
productivity decline dunng this decade 
considerable regional variation has been 
noted The mea.surcd Malmquist produc 
tivity index has been decomposed to 
separate the conuibubons of technical 
change, change in technical efliciency and 
change in scale efficiency. Regressive 
technical cliange has been identified as the 
majorsourceof the decline in productivity 
Greater urbanisation and higher capital-' 
labour ratio are found to be associated 
with higher productivity growth, whereas 
a higher proportion of non-ivodiiction 
employees to production workers and 
worsening industrial relations resulting in 
ahigher number of mandays lost per worki'r 
hinders productivity growth. The policy 
thrust according to this study lies in greau-i 
investment resulting in a higher capital 
labour ratio. Simultaneously, a reduction 
of internal bureaucracy resulting from a 
lowm' ratio of non-production employees 
to production workers is project^. 

TFPG is defined to encompass techno¬ 
logical progress (regress) and the change 
in technical efliciency (IE). Technological 
progress may be defined as advances m 
knowledge relating to the art ofprotkiction,- 
which may take the form of new goods. 
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processes or new modes of oissnisadon 
[Goldar 1986]. On the other hand, TE is 
the efficiency with which factors of 
production are combined to generate 
output. Technological change can be 
conceptualised in terms of shifts in the 
production function (Solow 1957], 
whereas TEmeasuresthe distance between 
the actual and the frontier or maximum 
attainable Icvelsof output fBettesse 1990]. 
Someof the earlier studies whichestimated 
TFPG in the Indian context did so mostly 
under the assumption of ccmstant returns 
to scale and perfect competition in the 
factor market. Without essentially 
considering these assumptions the present 
study based on the time series and cross* 
section pooled data for 1 S nuijor states in 
India, employs a frontier production 
function approach to estimate both time- 
vaiying technical efTicieticy and TFPG for 
each of the 17 twivdigit level industnes. 
The datadbase of the study is drawn from 
the Annual Survey of Industries (ASl). 
The organisation of the study is as follows. 
In the next section we present the 
methodology for estimating the time- 
varying TE and TFPG Section III deals 
with data and variables, and Section IV 
presents the empirical results Section V 
summarises the major findings 

II 

Methodology 

The methodology followed here is that 
of Cornwell, Schmidt and Sickles (1990), 
which has been applied in other studies 
as well I Krishna and Sahota ]991;Fcchcr 
and Pestiean 199.T; and Wu 1995]. 

Employing a frontier proudetion 
approach, the model in logarithmic form 
can be written as: 

logY,(t) = a+P t+Z,YjlogX,jit)+e,(t) 
e,(t) = V,(t) + U,(t) .(1) 

where Ys arc the partial elasticities of 
value awed with respect to the inputs 
(capital and labour), a is the intercept, P 
is the rate of Hicks-neutral technologic^ 
progress, Y,(t) and X,j(t) are the level of 
value added and inputs of the ith state at 
time t respectively, and e, (t) is the error 
term comprising a random component, 
V,(t), and the component associated with 
TE, l),(t) The term U,(t) is assumed to be 
non-positive white V,(t) follows the usual 
properties. TE of the ith state at time t is 
given by 

TEi(t) » Y,(l)nr *(t) = cxp(U,(t)) ...(2) 
where Y,(t) is the observed ievei ol output 
and Y(*(i) is the frontier level ot output. 

Differentiation of Equation (I) with 
respect to time, t yields 
Y,(t) = p + I, Yj X,j(l) + TE, (t) 


dUi (t) . 

[as-= TE,(t)] ...(3) 

dt 


The dotted variables indicate the per¬ 
centage changes. It is evident from 
Equation (3) that output growth is equal 
to the rate of technological change, 
input growth, and the rate of change in 
TE. 


The major worry in this case is regarding 
theestimadonof the efficiency component 
In the case of cross-section data, it is 
estimated by a.ssuming U, to follow one 
of the one-sided distributions like half- 
normal, exponential and truncated 
normal. In the case of panel data following 
the methodology of Cornwell et al (1990), 
a two-step procedure is followed to 
estimate efficiency. First, Equation (1) is 
estimated by standard panel data 
approaches and r,(t) are generated. In the 


to be a function ot t and r and a random 
error V,(t), i c: 


Ei(f) = Soi + 8 |.t + 62 , t^ + V, (t) ...(4) 


The fitted values of e,(t) from Equation 
(4) give an estimate of the efficiency 
parameter U,(t). 1 e; 

Di(t) = So, + 5i,t + 82 , 1 ^ ...(5) 

A As 

where So,, Sj, and S 2 , are estimates of 5oi> 
5|, and 82 , 


In order to be consistem with the concept 
of a frontier. U,(t)s are normalised so that 
TE,(t)s are non-negative with an upper 
bound of unity, 1 e; 


TE,(t) = exp [l',(t) - Umax], ..( 6 ) 


where, Umax is the maximum value of 
U,(l) within liie panel, assumed to he on 
the production frontier. 

It may be noted that the So,. S|, and 82 , 
for each 1 arc to be estimated from the sub- 
samples oniy Any attempt to estimate 
them from Equation (1) using the state- 
specific dummies will lead to non- 
identification ot some of the 8 .,. For 
example. 8 ., can be estimated for (n-l) 
states and for the ‘n'"* state S„n and 8 |„ 
cannot be distinguished from a and p in 
Equation (1) 

Di (Tcrentiating Equation (5) with respect 
to time to get Tb,(t) and substituting in 
Equation (3) the following growth 
w:counting is denved. 

Y,(i)=P+Zy, X„(t)+( 8 „ + 282 , 1 ) ...(7) 

The growth rale of TFP is given by 

tFP,(t) = p + ( 81 ,+28^0 ...( 8 ) 


i e, the summation of the rale of techno¬ 
logical progress (or regress) and the rate 
of change in FE. 


ni 

Data and Variabka 

The database of the study is drawn from 
ASI for the period 1976-77 to 1992-93 
across 15 major states and for each of the 
17 industry groups. It may be noted that 
till 1988-89,theclassificationofindustiies 
followed in ASI was based on the N ational 
Industrial Classification. NIC-1970, which 
was replaced by NIC-1987 from 1989-90 
onward. Necessary adjastmentshave been* 
carried out tomakc the figuiescomparable 
(see Appendix). For some ot theinikstries, 
figures are not available for all the years, 
and for certain years, figures for two 
industnes have been clubbed together. For 
the sake of comparability, these obser¬ 
vations had to be deleted In addition to 
this, we had to drop a few miurc obser¬ 
vations as figures on some of the inputs > 
were either not available or the value added 
turned out to be negative. As a result of 
all such adjustments, and the non¬ 
availability of figures no estimation could 
be done for some of the states correspond¬ 
ing to the following industry groups: 
woollen textiles (24) (Kcrala);jutr textiles 
(25) (Haiyans, Punjab and Rajasthan); 
and leather products (29) (A.ssam and 
Kerala). Also, in the case of Assam no 
estimation could be done for the category 
of other manufacturing industries (38) as 
the number of ob.servations was only three 
andtheestimation of Equation (4)rcquiies 
at least four observations 

Our estimation ot the gross value added 
function is ba.sed on the double deflation 
method, 1 c, the deflated gross value added 
IS derived by deducting the deflated valiK 
of materials and fuel from the deflated 
value of gross output. 

The valueof outputof different industries 
has been deflated by the commodity pnee 
index (wholesale price index or \^I). 
compiled from different volumes of the 
‘Index Numbers of Wholesale Prices in 
India’. The index numbers for the years 
1976-77 to 1980-81 were given at the base 
t970-71 whereas for the rest ot the period 
(1981-82 to 1992-93), the ba.se year is 
1981-82. The price index corresponding 
to the years 1976-77 to 1980-81 have, 
therefore, been convened into the 1981- 
82 base before deflating the output series 
In the appendix, we have listed the WPIs 
used for deflating the output of different 
industnes. 

The senes on fixed capital, the proxy 
fur capital has been deflated by the 
wholesale price index of machinery and 
machine tools including electrical 
machinery The scries on fuel consumed 
has been deflated by the wholesale price 
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index for fuel, powor, light and lubricants. 
Total employee including wage earners 
and the salaried classes, are taken to 
represent labour. In order to deflate the 
series on inatenal consumed we have 
ciHistructed the indu.stry-specific matcnal 
pnce index using the input-output table 
(1989-90). The components of materials 
for each industry have been identified, and 
their proportions to total material con¬ 
sumed. in value terms, have been 
calculated Using these figures as weights, 
the WPls ot various inputs have been 
combined to consitruct the appropriate 
material pnce index tor each industry. 

IV 

Empirical Results 

This study has estimated a value added 
function and a four input-output function 
for each of the 17 industry groups using 
both the Cobb-Douglas and Translog 
specifications. .Since the output functions 
do not yield de.sirabie re.sults in terms of 
right-signs and significance of the co¬ 
efficients, wc have reported the value 
added functions only. Further, in the case 
of Translof specification, the monotoni- 
city and convexity properties arc not 
satisfied across the input space; and, hence 
only the Cobb-Dougijs specification is 
used for computing Hi and TFPG It may, 
however, be noted lliat the estimates, 
particularly the technical efficiency index, 
are mostly invariant to the Cobb-Douglas 
and Transiog specifications of the value 
added functions. 

For estimating the production functions 
the standard panel data approaches liave 
been followed. Based on die Hausman and 
Lagrange Multiplier tests, the appropn- 
atencssofthe model in termsof thcclassicai 
regression vi.v-a-vi.r the fixed effect or the 
random effect model is judged. The results 
of the production function for each of the 
industry groups is presented in Table I. 

Based on the yearly efficiency levels 
and TFPG. we have computed the average 
level of efficiency and the average rate of 
growth of TFP over the penod 1976-77 
through 1992-93 (Table 2) Keeping m 
view the policy changes which were 
initiated since the mid-1980s and later 
reinforced since July 1991,thetime penod 
has been further divided into two sub- 
periods-(i) 1976-77 to l984-8S,thercgula- 
ted regime; and (ti) 1985-86 to 1992-93, 
the penod of deregulation and liberalis¬ 
ation. 

Technical ErntiENCY 

The average efficiency level turns out 
tobe perceptibly low acrossa laigcnumber 
of industries and in most of the -Jates. In 


die case of food products (20-21), except 
Assam and Punjab.all other states record^ 
a low level of average technical efficiency 
dunng 1976-77 to 1992-93 Similarly, 
corresponding to several other industries 
iil» beverages (22) with the exception of 
Bihar, cotton textiles (23) with the excep¬ 
tion of Gujarat, Kerala and Tamil Nadu; 
woollen textile (24) and jute textile (25) 
with the exception oi Kerala and Maha¬ 
rashtra; textile products (26), wood (27), 
paper (28), leather (29), chemical OO), 
robber and petroleum (31 ),andthc category 
ot other manufactunng industncs(38) low 
levels of average technical efficiency have 
been estimated across states 
Foi basic metals (35), the efficiency 
index has been estimated somewhere in 
the neighbourhood of 0.5, and the other 
exceptions in this respect are metal 
products (34) and transport and parts (37). 
A number of states such as Assam, 
Haryana, Karnataka, Maharashtra, Madhya 
Pradesh, Rajasthan. TamilNadu and West 
Bengal registered a reasonably high level 
of efficiency in the metal products group 
(34) 'fhe efficiency level in transport and 
parts (37) has also been quite imprc.ssive 
across states. The average efficiency index 
for the aggregate industrial sector has been 
c.stimatcd at around 0.46 tor mo.st of the 
states and for all-India also. In Chart I we 
have indicated against each of the 17 
industries, the .state and the year in which 
It attained maximum efficiency. The highly 
industrialised states did not necessarily 
turn out to be the most efficient performers 
although the average efficiency of the 
industnes in these states could be higher 
than that in other states. 

As Table 2 and Chari 2 indicate, the 
difference between the average efficiency 
in the first and second sub-periods is not 
uniform across industries or across statc.s. 
Conesponding to a particular industry 
while .some of the .states witnes.sed adccline 
in the level of TE some others recorded 
an increase Similarly, for a given .state 
while some industries recorded a decline 
in the cfficicnLy levels some others 
registered an increase. 

Toiai, "AnoR Prodiktivity Growth 

The average 'IFPO for the penod IVI&Tl 
through 1992-93 has been either sluggish, 
if positive, or negative across a large 
number of industries and states (Table 2). 
Only corresponding to food products 
(20-21). leather (29). chemical (30), and 
the category of other manulacturing 
industries (38), TFPG has been positive 
and reasonable in terms of magnitude, in 
mn.st of the .states. Also, in textile products 
(26), TFP grew in some of the states like 


Bihar, Gujarat, Haryana, Karnataka, 
Maharashtra, Orissa and Rajasthan during 
this period. Rubber, petroleum and coal 
products (31) also experienced a high 
TFPG in the states of Assam, Karnataka. 
Kerala, Maharashtra, Orissa and Uttar 
Pradesh. Industry groups such as wood 
(27), basic metals (33) and metai products 
(34) registered mostly a negative TFPG 
during the same period (Table 2). 

A comparison of TFPG overtime shows 
that it improved in the second sub-penod 
over the first, in a large number of inc^tries 
across various states (Table 2 and Chari 
2)' However, corresponding to some of 
the industry groups like foixl prtxlucls 
(20-21). beverages (22), basic metals (33) 
and metai products (34), a large majority 
of the states experienced a decline in the 
growth rate of theirTFP during the second 
sub-penod relative to the first 
For the aggregate organised industrial 
sector at the national level, TFPG is 
estimated at 3.43 per cent per annum over 
the period 1976-77through 1993-94. How¬ 
ever, between 1976-77 and 1984 85 there 
was hardly any growth ol total factor 
productivity (0 76 per cent per atmu.n) 
On the other hand, in the following period, 
from 1985-86 to 1993-94, it increased at 
a rate of 5 57 per cent per annum, which 
compares well with Goldar’.s (1995) e.sti- 
matc for the penod 1985-86 to 1990-91 
Several states like Andhra Pradesh. 
Gujarat, Haryana, Karnataka, Kerala, 
Maharasthra, MadbyaPradesh, Rajasthan, 
Tamil Nadu and Uttar I^csh, which 
experienced a positive TFPG (corresp md - 
ingto their total oigamsed industrial .sector) 
during I *>76-77 to 1992-93, also witnessed 
more or less such a shitt from a phase ot 
‘no growth* or ‘sluggish growth’ or 
‘negative growth’ of TFPGdurini the first 
sub-penod to a pha.se of positive growth 


Chart 1 Maximum Emt ienc\ 


Indusiry Code 

State 

Year 

20-21 

Assam 

1976-77 

22 

Bihar 

I97T-78 

21 

Haiyana 

1976-77 

24 

Rihar 

I977-7S 

25 

Gujarat 

1991-91 

26 

Punjab 

1976 77 

27 

Rajasthan 

l978-7'> 

28 

Assam 

1992-91 

29 

Rajasthan 

1992-91 

10 

Onssa 

1976-77 

31 

Andhra Pradesh 

1976-77 

.12 

Assam 

J977-7S 

33 

Orissa 

1992-91 

14 

Karnataka 

1992-91 

.15-36 

Uttar Pradesh 

(992-91 

37 

Bihar 

1976-77 

18 

Rajasthan 

1976-77 

Ail India 

Punjab 

1978-79 
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Tabi^ 2 Avekaoe ORowm Rats of Total Facto* PROoumvtiY and Average Technical Efrcibicv ( Ctnud ) 
_ Iiidugtrv Code __ 
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during Che second sub-period. Even the 
other two states, Onssa and Punjab, for 
which the average TFPG between 1976-77 
and 1992-93 ha.s been negligible, observed 
atumaround- fromanugativetoapositive 
growth rate-betweenihetwosub-penods 
Only in the case of West Bengal ITPG 
remained negligible, irrespective of the 
sign, in both the sub-periods, while A.ssam 
and Bihar registered a drop in the growth 
rate in the second sub-period as compared 
with the first. 

As indic.ited in Socion II, TFPG is 
accounted lor by the rate of technological 
progress (regress) and the rate of change 
in TE From Table I, ii may be noted that 
the rate of technological progi css has been 
positive and impressive, in terms of magni¬ 
tude, only in the following industries:^ 
food products (20-21 1 . leather products 
(29), chemical andchcmical products (.30), 


rubber, petroleum and coal products (31), 
non-metallic minerals (32), and other 
manufacturing industries (38). These arc 
the indusuies some of which, as mentioned 
above, also registered a high TFPG across 
several states over the period 1976-77 to 
1992-93. Similarly, the industnes which 
expencnced a negative TFPG in almost all 
the states also underwent technological 
regress during the same period The 
contribution made by the rate of change 
in efficiency to TFPG in these industries, 
therelorc, does not seem to be significant. 
However, given the technological progress 
(regress), the improvement in TFPG as 
noted across various other industries and 
states in the second sub-pcriod over the 
first, can be attributed to the ri.sing contn- 
bution of the rate of change in TE. With 
deregulation, acquisition ot technological 
capabilities leading to better utilisation of 


resources may be said to have enhanced 
productivity growth in the second half of 
the 1980 and the early 1990s. Besides, as 
noted quite extensively by another study 
done by the same author in collaboration 
with others from the Development Centre 
of OECD, Pans, the impact of infrastruc¬ 
ture growth - social, Hnandal and physical 
- on TE and TFPG in various industnes 
isquite significant [Mitra, Veroudalds and 
Veganzones 1998). 

V 

Conclusion 

This study employs the methodology of 
Cornwell et al (1990) to estimate the time- 
varying TE and TFWj for 17 two-digit 
industry groups The major advantage of 
this methodology is that it does not as.sumc 
constant returns to scale and perfect 
competition in the factor market. 


Chari 2 Chani.i in TE ani> TFPO bftwm n Hirst and .Si (onh Sur-Pfkuius 


Industry 

linpruvenieni in TE 

DecLine in TE 

Improvement in TEPG 

Decline inTn>G 

20-21 

Bl. GUJ. KAR. MH. MP. 

RAJ. WB 

A.S.S, HAR. KER. OR PUN, 

TN. UP 


AP. ASS, BH. GUJ. HAR. 
KAR. KER. MH, MP. OK. 
PUN, RAJ. PN. UP, WB 

22 

KAR. KER. MP. OR. PUN. 

R/VJ. TN. tiP.WB 

AP. ASS. BH. GUJ HAR.MH 

AP, AS.S. Bit. PUN. UP. WB 

GUJ HAR. KAR. KER, MH. 
MP. OR. RAI, TN 

23 

AP. BH.Cil'l KAR. KER MP. 
PUN, RAJ, TN 

ASS. HAR. OR. UP. WB 

HAR. KAR. KER, MH. OR. 

I»IIN. RAJ. TN. UP. WB 

AP. A.SS, BH. MP 

24 

AP. KAR. MH MP.OR. RAJ. 
TN. UP 

ASS. BH. GUJ. HAR. PUN. WB 

AP, ASS. BH. (iUJ, HAR, 

KAR. MH. MP. OR. PUN, 

RAJ, TN. UP, WB 


25 

A.SS,GUJ MH OK 

MP, IN.WB 

ASS. BH. GUJ. MH. MP. OR. TN. 

AP. UP, WB 

26 

BH GUJ.HAK. KAR MH. OK. 
RAJ.TN 

AP, ASS. KER. MP, PUN. 

UP. WB 

AP. BH. HAR. KAR. Mil. 

MP.OR. PUN. RAJ.TN. UP 

ASS. GUJ. KER. WB 

27 

AP. A.S.S. BH, KAR MH. MP 
OR, PUN. IN, 

CiUJ. HAR. KER. RAJ. UP, WB 

AP. ASS. BH. GUJ. HAR. KAR, 
KER. MH. MP. OR, PUN. RAI. 

TN. UP 

WB 

28 

ASS BH, KER. PUN. RAJ 

AP.CUI. HAR. KAR. MH. 

MP OR. TN, UP. WB 

A.SS. BH. HAR. KAR. KER. 

MP, PUN. RAJ, TN 

AP. GUJ. MH. OK, UP. WB 

29 

AP, KAR. MP OR. PUN. 

RAJ. UP 

BH. GUJ. HAR. MH. TN, WB 

AP. GUJ. HAR, MH. PUN. 

RAJ. TN 

BH, KAK. MP, OR. WB 

.30 

BH. GUJ HAR. KAR. MP. 

PUN, UP 

AS.S. MH. OR. TN. WB 

AP. GUJ. HAR, KAR. KER. 

MH. OR, RAJ. TN, UP. WB 

BH. PUN 

31 

A.SS. KAR, KPR. MH.OR, 

UP. WB 

AP. BH, GUJ, HAR. MP, 

PUN. RAJ. TN 

AP. ASS. BH, GUJ. HAR. KAR. 
KER. MH. MP. OR. RAJ. TN. 
UP.WB 

PUN 

.32 

Bit. KAR. MP PUN. RAJ. 

TN. UP 

AP. ASS. GUJ. KER. MH. 

OR. WB 

AP. ASS. BH. GUJ. KAR. KER, 
MH. MP. OR. PUN. RAJ. TN. UP 

HAR, WB 

33 

BH GUJ KAR. KER. MH. MP. 
OR. WB 

AP. ASS, HAR, PUN. RAJ. 

TN, UP 

GUJ. KAR. OR 

AP. ASS. BH. HAR. KEK. 
MH, MP. PUN, RAJ. TN. 
UP. WB 

34 

AP. AS.S. BH. GUJ KAR. MH, 
MP.OR, RAJ UP.WB 

HAR. KER. PUN. IN 

ASS. GUl.KAR. OR. TN, WB 

AP. BH. HAR. KER, MK. 
MP. PUN, RAJ, UP 

35-36 

A.S.S, BH. KAK. KER, OR, TN. 
UP 

AP. GUJ. HAR. MH. MP. 

PUN. RAJ. WB 

ASS. GUJ. HAR. KAR. MH, 

MP, OR. PUN. TN. UP, WB 

AP, BH. KER. RAJ 

37 

GUJ. HAR. KIR MH. MP.OR 
R/U. UP 

AP. ASS. BH. KAR. PUN. 
TN.WB 

AP, ASS. BH. GUJ. HAR. KAR. 
KER, MH, MP, OR. PUN, TN, UP 

RAJ.WB 

IK 

BH. GUJ. HAR, MH. TN. UP 

AP. KAR. KER. MP. OR. 

PUN. RAJ. WB 

AP. GUJ, HAR. KAR. KER. MH. 
MP. OR. PUN. RAJ, TN, UP 

BH.WB 


Noie\ 1 Average TF is almnst same in both the sub-penods for the follnwing slates and industries 20-21; AP. 2^ MH, 2S AP, BH, UP. 30 
AP KhK. RAI. i2 HAR 

2 Average THKi is olmoM same in both the sub periods for the folKiwiiig slates and industries 23 GUJ, 29 UP, 30 ASS 

3 .SecN« 'et3|. Tahle2 

4 AP Andhra Pradesh. ASS Assam, BH Bihar, GUJ Gujarat, HAR Haryana. KAR’Karnataka. KER Kerala, MH Maharashtra, MP Madhhsa ^ 
Pradesh. OR Onvsa. PUN Punjab. RAJ Rajasthan, TN Tamil Nadu, UP. Uttar Pradesh, WB: West Bengal 

.Wn e Based on Table 2 
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Using the standard approaches tonudels 
based on panel data it estimates the para¬ 
meters of the production function and the 
rate of technological progress (regress) for 
each industry group. Based on the residuals, 
theTE level is estimated foreach year, and 
TFPG is computed as a sum of the rate 
of technological progress (regress) and the 
rate of change in TE 
TFPG itbems to have improved in a large 
number of industries and across most of 
the states during 19K5-86 through 1992- 
93. At the national level, there was hardly 
any growth of TFP in the organised 
industrial sector, between 1976-77 and 
1984-85 (0.76 per cent per annum). How¬ 
ever. in the subsequent years it grew at a 
rate of 5.57 per cent per annum. Several 
states in which the organised industrial 
sector expenenced a positive total factor 
productivity growth during 1976-77 to 
1992-9J, also witnessed more or less such 
a shilt Irom a phase of ‘no growth' or 
‘sluggrsh giowth’ or ‘negative growth’ of 


TFPG during the first sub-period toaphase 
of positive growth during the second sub¬ 
period. Acquisition of technological 
capabilities and infrastructural develop¬ 
ment has possibly contributed to this 
change. 

Notes 

[ThcaulhorcxpicsseshisgrautudetoKLKnshna, 
B N Goldor, Ansionicne Varoudakis. M C Singhi 
and participants of the worieshop held at the 
Institute of Economic Growth, for their 
constnicuvecomments Hnancialsupportnceived 
from OECD, Pans, is duly acknowledged ] 

■ Here the terra ‘improved’ is used in a vety 
broad sense if the growth rme continued to 
be negative in both the sub-penods. yet in 
terms of magnitude it is less in the second than 
that in the first suh-penod. il is still considered 
as improvement 

2 The study done by Das and Bania (1997) also 
noted that there were discontinuous rales of 
technical progress dunng the first halt of the 
197()s while since 197S there has not occurred 
any technical progress in the manufactunng 
sector 


AmNWx 


1 Classincatlim of Industries 

The data hast of the studv is drawn from the Annual Survey of lndu\tru\ lor the Penod Wt-Tf to 
1992-9.^ It may noted lhat till 19XX-X9 the classification of indusirics followed in ASI was based 
on the Naiinnal Industrial Classification NIC-1970 which was replaced by NIC- I9g7 from 1989-90 
unwaids The differences Itelv'ccn the two forms of cl.’issification at the two-digit label industries ore 
as follows 


NIC-1970 


NIC-1987 


1 Industry division 10 

2 Industry division .11 

1 fndustiy division 19 

(did not exist) 

4 Industry division 1.1 and .16 

were given separately 
We. therefore, earned nut Che nccessaiy 

2 Deflation of Output 

Industry Name of the Industry Code 

20-21 Pood Products 
I'f Beverages 


Industry division .11 
Industry division .10 
Industry division .19 
(was introduced) 

They have been 
clubbed in one category 
to make the figures comparable 

Whole sale Price Index (WPI) Used 
for Deflaling Output (1981-82 s 100) 
Food Products 

Beverages. Tobacco and Tobacco 


21 Cotton Textiles 

24 ' Woollen Textiles 

21 Jute Textiles 

26 Textile Products 

27 Wood Products 

28 Newspaper Products 

29 Leather Products 

K) Chemical and Cliemical Products 

11 Rbbber. Petroleum and Coal Products 

.12 Non-melallic Minerals 

11 Basic Metals 

14 Mctid Products 

11-.16 Machinery (other than Transport) 

17 Transport and Parts 

18 Other Manufactunng Indusines 


Products 

Textiles 

Textiles 

Textiles 

Textiles 

Wood and Wood Products 
Paper and Paper Products 
Leather and Leather Products 
Chemical and Chemical Products 
Rubber and Plastic Products 
Non-mclollic Mineral Products 
Basic Metals. Alloys and Metal Products 
Ba^ ic Metals, Allays and Metal Products 
Machinery and Machine Tools including 
Elcctncal Mashinery 
Transport Equipments and Parts 
Other Miscellaneous 
Manufacturing industnes 


Nwet I The WPls for machinery and transport equipment were not given separately foi the peniod 
1976-77 to 1980-81. 

2 ThcWPIsfo'woodandwoodproduclswerenotovailableforl976-77to 1980-81 TheWPI 
lor pnmary articles has been used for this penod 
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Inter-firm Relafionship and Governance Structure 

A Study of Bhilai Steel Plant and Its Andllaries 

Madhuri Saripalle 

The paper analyses inter-firm relationship in the analytical framework of institutional economics, in 
particular transaction cost theory It studies the governance structure of inter-firm relationship as an 
interaction between various agents, including the role of policy. Based on a case study of Bhilai Steel Plant 
and Its ancillaries, it is argued that the governance structure evolves in the process of interaction, determined 
bv the responses of agents to polity. Further, the realisation of policy objectives depends on the decision¬ 
making proce.ss and responses oj agents. The paper emphasises on the shift oj policy approach of treating 
the responses of economic agents as given and 'passive' to that of treating them as active. 


I 

introduction 

THE'. Irailiiiolul aiuKsis ol liiin in the 
industrial (’iganisaiion ilu'or> and cm- 
pincal litcraturi.' is maiiilv hasod on the 
strut.turc-sondut. i-poi I ' <i iii.kii >* p.n.i><i-’'n 
Suiii an analysis lias hocii t iituisi.i! a a 
black hii\ thcoiv ol lirm iiiiaMc in take 
account ol hcicroitcnsitv aiiionj’si lirms 
and their hchavioural icsponscs 1-uilhci. 
It fails to provide an adequate analysis ot 
inter>iirin interaction and the non-market 
mode<! ol contracting! that arise in the 
developing country context An aiternatis e 
perspective that has emerged in the leveiit 
years is the new institutional ct-onomics 
[Williamson 1975) 

The literature on new institutional 
ecoiKimics basically views theccontimics 
as comprising of vanous institutions that 
arise in order to minimise transaction costs 
ansing in anexchange lelationship In any 
economic tiansactioii, exchange relations 
assume signiticaiice in catr>in» out the 
transaction smiaMhly without any cost In 
this lespect, the neoclassical theory 
assumes that market is an etlicient price 
mediator such that all exchanges are 
costless Inother words, there exist stand.iid 
forms ol ci'ntraciing toi all tiansactions, 
based on impersonal inaiket competiiion 
that leads toellicient ic'-ouicc allocation 
However, in reality, one sees non-market 
inodes ol exchange based on non-standard 
forms ot c oniracting. like vertical mergers, 
price discrimination with tie-in sales and 
bkK.kb<x>king, entry harriers and temtonal 
restrictions Neoclassical theory considers 
thc.se as anti-com{ietitive and ttics to 
explain the^e in terms ol monopoly An 
altcmativeexplanation seen in'he literature 
IS that these non-standard forms ol 
contracting arc undertaken with the 
objective ol minimising transaction costs. 

Transaction costs aic those associated 
with costs ot identifying buycr/suppln'r. 


bargaining, writ mg down terms ol contract 
which invoive.s foreseeing all future 
contingeneios arising and tho.se costs 
assiK'ialed with maladaplation. breach of 
faith, etc These can be broadly classified 
III < \ ante and e\ post terms It must be 
i|ualilied that transaction costs assume 
cignilicance m the context ol certain 
tviiavioural assumptions attiibuted to 
liiiinan nature, in the absence ol which, 
exchange is lelal'vcly costless These 
assumptions include that ol bounded 
rationality, where there aic certain limits 
to information avai lability and assimi lati ve 
capacity ol human being who is considered 
‘rational but only limitedly .so' The next 
assumption is that of opportunism which 
IS ‘sc'lt-secking interest with guile' This 
assumption lendsabchavioural uncertainty 
to human nature as opposed to a situation 
ot mutual tnist and thus raises transaction 
costs l-in.'illy, the as.sumption of asset 
specilic ity implies that any specific invest¬ 
ment in the transaction creates a IcKk-in 
situation where the relation is transformed 
into a bilateial one and cither party may 
face high costs in c ase ol breach of contract 
due to sunk in ve.stmcnt in the transaction * 
I he pioblem of economic organisation 
thus peitains to 'devising contract and 
governance stiuctuies that have the pur¬ 
pose .ind eflect ol economising on bounded 
rationality whilesalcgiiaivling tiansactions 
against opportunism' The term gover¬ 
nance siruetuie refers bniadly to the way 
woik IS organised and the whole gamut 
of contra^ tual and non-contractual factors 
af lecting the exchange relationship between 
various economic agents Transaction cost 
minimising is thus a comparative insti¬ 
tutional exetcisc as to why certain trans¬ 
actions are organised this way or that A 
pioblem with this approach is that it appears 
tautological in the .sense that existence of 
any economic institution explains itself m 
terms of minimising transaction co.sls. But 
thi.s IS so if viewed in a static framework 


In a dynamic context, where agents’ rc- 
spon.se.s to external environment are in¬ 
cluded, deviations occur between the 
governance structure as predicted by theory 
and the actual outcome 

The present papet is an attempt to analyse 
one such form ol governance structure in 
the context of a developing country It has 
two broad objectives Firstly, it analyses 
the governance stiuciure as an interaction 
between various agents and niles m the 
developing country context. S|)ecilically. 
It undertakes a ca.se study ot a prvKcss 
indus'iy, Bhilai Sic'cl Plant and its ancillary 
units in India In the process it evaluates 
the relationship between llrms^ as inllu- 
enced by contiactual and non-contractual 
factors Secondly, it analyses the responses 
ol economic agents to external factors like 
the government policy Tlie governance 
structure thus appears as an outcome ot 
interaction between economic agents and 
government policy. 

The c^nccpt of governance structure 
assumes great significance in the transac¬ 
tion cost analysis ol inter-firm relation 
ship Section II of the papci discu.s.se.s the 
concept of governance structure and the 
vanous forms ot governance structure 
arising due to transaction cost mini¬ 
misation, and relates it to the developing 
country context Section III discusses the 
governance structure resulting in the 
specific cmpincal study It tries to analyse 
(he contractual and non-contractual factois 
affecting the relationship, the vanous 
responses of economic agents to the policj 
and the final outcome of govcrnanci 
structure Section IVconcludes,emphasis 
mg on the dynamic context in which m 
stitutionsevolve Itaisoindicatcsashiii m 
policy paradigm from a quantitative one 
which takes the state of the economy s'- 
given and economic agents a.s passive l" 
policies, to a .structural approach whicu 
take.s account of responses of econoniu 
agents and the institutions ari.sing therebs 
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a 

Governance Structure 

Governance structure can be defined 
hroadiy as a set of rules and a set of 
economic a^nts. The need tor governance 
arises primarily because of the behavioural 
attributes of opportunism and assel 
specificity in the transaction, inihe absence 
ot which there is no need lor governance 
and contracts arc determined by a com¬ 
petitive prot css or charactensed by promise 
(HUM) or planning (Williamson 1985] 
Thus, the attnbules of contract and need 
tor governance depend on the behavioural 
assumptions and natuie ol investment in 
ilie transaction 

In the developed countries, studies have 
shown that dll ferem governance structures, 
spanning between the estrcnutiesof market 
at one end and vertical integration on the 
oihei. arise us an oi<.Mnisational need to 
minimise on pnxlusiion and transaction 
costs ' Williamson (l'>85) gives a fha*e- 
way elassification ot iransaclion attributes 
(based on trequcncy, n.itiireot investment 
and uncertainty in the iiaiis.iction) and the 
governance structure lesulling thereby It 
IS thus (he nature ;uid cost ut transaction 
between the fiims that determine the 
goveinanec strucluie That is, a tiansaction 
chaiactcri.sed by high asset specificity of 
insestment and ot reciiricnt nature would 
lesult either in intcinalisution ot in a 
bilaU'ial relation governed by loiig-teim 
c ontructual arrangements At the other end 
the relation i ould he c haraetensed by spot 
inaiket puiciiases In other words, m 
belween the (wo polanties ol niatkcl and 
xeitical integiation. iliere exists a wide 
array ol gosemanie Mmeturcs such .is 
subcontMcImg, tramhising and joint 
ounership depending on the asset 
spi\ ificity ol transaetion This iiilermedialc 
category has also been termed as ‘vertical 
quasi integration' [Blots 1972] 

Several .studies have been done to as.sc.ss 
the condition ot asset spcciHcity and the 
conliacting teatures rc.sulttng thereby 
IIh'sc include statistical modelscona'mtng 
extent ot backward integra'ion in automo¬ 
bile industry IMontervede and Tcece 
I9X2|; siiidtcs on long-term contractual 
anungemenis in coal industry [Joskow 
I %5]\ study on lateral integration between 
I isiicrbtxis and Genet al Motors and their 
exchange lelalionship I Klein, Crawtont 
and Alcliian 1979land others These studies 
aie based on a compaiative inslitutional 
exerci.se. i e. examining whcihci lians- 
aciions that di tier in attnlnilcs arc supported 
b> govemanev Structures in conlormity with 
the predictions ol tlvory In reality how¬ 
ever, deviations (Kcur in the governance 


structure if we consider the responses of 
agents to external influences like govern¬ 
ment policy. Thus, one may consider three 
different stages m the evolution of a 
governance structure. At the micro level. 

It IS influenced purely by the transaction 
attnhutes. At the second stage, it is affected 
by the policy changes and finally at the 
third stage, which consists of the final 
outcome, is determined by the responses 
of economic agents. 

In the context of a developing country, 
thcgovemanccstnictuieotinter-fitm relation¬ 
ship is pn manly determined by the econo¬ 
mic siruciurc. stage of industnaiisation 
and the role ol the slate. Accounting for 
market lailuie due to information scarcity, 
underdeveloped factor markets and lack 
ol propel instiiuiiunal structure to correct 
such market tailiiies, .state mtervenes to 
encourage small iiims to be set up 
aiiLillaries to the large units. This is done 
through the provision of incentives and 
facilities toenablcintcr-nrm co-operation, 
learning by doing and technology transfer 
over lime However, the evolution of 
governance structure depends on the 
re.sponses ot the ci onomic agents to policy. 
The agents may respond by not minimising 
on transaction costs as predicted by theory 
A.TOrdingly, the etficiency argument for 
the evolution ot governance .structure tails 
as we see that the governance strocturc in 
leaiity may deviate from the 'efficient' 
one that minimises on transaction costs. 

This IS e\ ident, tnrcxample, if one looks 
al the coiilraciual terms between the public 
sector units and the government hclorc 
and after 1988. when the concefX of the 
memorandum ol understanding (MOll) 
WHS intnxiuced in an attempt to bnng a 
ptoper balance between accountabilily and 
aulonomy llw emphasis was on achieving 
the negotiated and agreed objectives 
without huicabcratic interference. Before 
the introduction of MOD, the public sector 
enterprises were not oncnlcd to profit maxi¬ 
misation orconsidcrations of cost muiiini- 
sation Altcrthc intnxluction ol MOI i. with 
more autonomy to the PSUs the emphasis 
has shifted on protii maximisation rather 
than concerns of social objectives. Thus, 
in the changed scenario, the parent firm 
has an incentive to leducc not only 
production but also transaction costs as 
well This III tutn alfecis its telaiionship 
with Its suppliers Iniorporaling the role 
ol policy, this paper ines to explain how 
this lorniol governance Mruciiire (vertical 
quas' integration) arises as an outcome of 
interaction between government policy 
intended to icap certain organisational 
benefits and the agents to whom the policv 
is targeted 


III 

Vertical Quasi Integratkm 
An Empirical Study 

The study draws upon both published 
and unpublished sources of data The tatter 
consisted of a field survey earned out for 
the purpose in Bhilai Steel Plant This was 
done using two schedules The first 
schedule targeted the paront firm, in this 
case the Bhilai Steel Plant (BSP), wherein 
interviews were conducted al the 
management and shop-floor level to under¬ 
stand the laciois influencing make-huy 
decisions, the puichasc policy, and relation¬ 
ship with ancillarics The data collected 
include numherof ancillary units, ancillary 
orders, nature of pnee variation, employ¬ 
ment in ancillary units, technical details 
and project reports available with ihc BSP 

The second schedule canvassed among' 
a sample of .10 ancillarics The details ot 
sample frame arc given in Table I It can 
be seen that the sample was so drawn as 
to give representation to diftcrcnl cate- 
goricsolancillancsinihepopuiation The 
quantitative information collected relates 
to .such Items as capital investment, 
employment 'and levels ot supplies to the 
BSP and the market. Keeping in view of 
the nature ot present investigation, detailed 
qualitative data on (he nature ol contracts, 
types ot iicms supplied, purchase policy 
ot BSP and so on have bixm coliccicd. 

In addition lo the sample of .10 ancillary 
units, data on the order flow and employ¬ 
ment figures were also collected from BSP 
and district industry centre (DIO for 2.^ 
units. Additional data concerning guide¬ 
lines for ancillansalion. implementation 
of policy and so on were collected Ironi 
(he oflice ol additional direcKx. DIC ul 
Durg Published souices«. onsulled inc lude 
the general liieiatutc. case studies in India 
and abro.id and rcpcxrisol Steel Authority 
of India i9AIL). 
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0 

Mechanical based 

7(1 

62 8 

17 

IX 

2 

Htccirical based 

to 

4 b 

t 

2 

1 

Others* 

78 

11 4X 

in 

X 

X 

Toial 

1X8 

«*> 

to 

22 
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Noit r - fcsl.iir, () - Outside esijic 

* Olliers include broadly (wo types of 
uniis those supplying consunier-ba.sed 
Items like shoes, helnwis, siaiionery, 
fumituR, timhcr products, chemicat and 
rubber-based items, those supplying 
Items tased on by-products of steel plant 
like flv ash. refractory hncks and those 
spccificallv dcseloped for the plant 
duting Its expansion stage 
S<>M»i <• K'eld Sursey 



The Industry and Its Requirements 

Bhilai Steel Plant (BSP), the biggest of 
the integrated iron and steel plants in tte 
public sector, was commissioned in 19SS 
withacapacity of one millKHi tonne of ingot 
steel per year with Soviet collaboration. 
It was luer taken under the fold of Steel 
Authority of India Limited (SAIL), which 
was set up in 1973 to manage the five 
public sector steel units. BSP gradually 
expanded to its capacity 2.S mt and to the 
piescnt level of 4 mt per year. BSP had 
adopted the technology of production 
which was current abroad in the mid- 
l9S0s i e. the conventional route of steel 
making by the open hearth process, ingot 
moulding androlbnginmillsuf established 
repute. The expansion to 2 5 million 
tonne (mt) was effected through mere 
addition of units. As steel is a capital- 
inteasivc industry, it was not considered 
practical to effect a changeover to a new 
technology once an investment had been 
made. The 4 mt expansion, ba.sed on 
product diversification, went in for moder¬ 
nisation having a new stream, composing 
basic oxygen furnace steel making and 
continuous casting. The new units along 
with the plate mill now incorporate the 
latest technologies 

Steel, unlike electronics or an auto¬ 
mobiles indu.stry, i.s a pioccss industry 
where ingot steel is produced at the final 
stage. Its requirement of spare pans for 
production equipment from the ancillanes 
does not enter the pioduction process 
directly as in the case of electronics or 
automobiles industry where the item 
supplied by the supplier is a pan of the 
end product BSP is an integrated steel 
plant where the pioccss of steel making 
involves diflercnt stages with the end 
product of one stage liccoming the vital 
staning point of next stage. The BSP, in 
general requires pnxlucts which fail into 
three categories- (i) Production oriented 
goods which arc items directly used as pan 
of process to assist steel making and 
consumed accordingly, like raw matenals 
such as manganese oie, ferro alloys, etc. 
These are not procured from ancillanes; 
(ii) Maintenance onented goods which are 
Sparc pans required for the maintenance 
of equipments: (in) Con.sumahles which 
arc items used mainly by the production 
as well as maintenance personnel to 
effectively cany out da v-to-dav operations 
and fulfil preventive maintenance 
schedules 'fhe unit prices of these items 
are small but in terms of consumption, 
their value is high It is items under (ii) 
and (ill), which are piocurcd from local 
small scale and anciltaiy units. 


An integrated steel plant consists of 
various stages - coke ovens to produce 
coke from coal; utilising the same coke 
along with iron ore in the blast furnace 
to produce hot metal, which is fed into the 
steel melting shop to produce ingot steel, 
subsequently fed into the blooming mills 
to produce blooms, billets and stabs and 
other merchant products. Hiis is a well- 
knit process and disruption at any stage 
would reflect on the final output, and 
iheiefoie maintenance acquires a cnicial 
role. The produaivity and profitability 
depends on maintenance whose prime 
components arc labour costs, spates and 
stores. As Table 2 shows, therc is a con- 
Unuous dechm in the per cent of income 
spent on stores and spares from 16 6 per 
cent to 11.3 percent asaconscious attempt 
by BSP to minimise these costs. 

Make or buy decision: An inlcrcsling 
feature oi the public sector steel plants is 
that they are integrated units built with in- 
housc capacity lor meeting the mamtcnancc 
requirements. Therefore, the decision to 
ni^e or buy is not rigidly defined, but 
flexible, depending on a number of factors 
like, inventory management, fixed costs 
of in-house manufacture, transaction costs 
(which includes placing a purcha.se order, 
identilying reliable suppliers, .sending 
quotatioas, cost of retendenng and supply 
of defective matenal) The broad consider¬ 
ations for offloading to ancillanes arc: 
(i) It isuncconomical to manufacture small 
Items like nuts and bolts on the 
.sophisticated machines of cngineenng 
shops The ancillanes work with simpler 
lathe machines whose maintenance cost 
IS low and they also face lower labour 
costs, (ii) It enables cngineenng shops to 
concentrate on the nuire sophisticated jobs 
and breakdowns, (iii) Therc arc numerous 
consumer-based Hems for which cost of 
producing in-housc would be too high, 
(iv) It IS mandatory to offload repetitively 
required Hems to ancillarics to ensure 
regulanty of orders. 

The ancillary policy plays an important 
role in ensuring regulanty of ordciilow to 
ancillanes and public .sectors, being 
instruments of the government are put 
under poll 'cal pressure to carry out their 
.social obligations. However, with (he 
emphasis on competition and pn vatisalion 
poii<;ics of the government, the public 
sector units (PSUs) arc facing a cash 
crunch In response, the plant has diverted 
many repetitively required items for in- 
house manufacture which has reduced the 
orderflow to ancillanes since the 1990s. 
In other words, the changed scenano 
provides incenti vc to the plant to minimise 
on tran.saction co.sts The consequences of 


this on the ancillanes will be discussed in 
following sections. 

Nature of Transaction 

There are three kinds of items supplied 
by ancillarics -mechanicai, electrical and 
others. Apart from supplying to BSP. they 
also supply to the other engineering firms 
in the region. 

Mechanical-based items consist of 
critical spare parts entering the production 
process directly like twin door frames for 
open hearth furnaces, mud-gun nozzle, 
etc, which are manufactured on basis of 
the designs provided by the engineers. It 
also includes small nuts and bolts, wire 
ropes, valves, and such items which are 
bought off-the-shelf. Units which supply 
mechanical spare parts arc all iocateii 
around Bhilai and Durg and are basically 
equipped with machining, casting and 
iabncation facilities The production of a 
spare part requires any of the three 
operations. Thu.s. the ancillanes achieve 
economies of .scope by calenng to different 
types of requirement. Ancillanes pos.se- 
ssing only machining facililies are located 
near the plant and undertake only job 
contracts according to the price dctennined 
by BSP and raw material obtained from 
thcmformachiningopeiaiions Thcseunils 
serve asextcasions Co theengincenng shops 
inside the plant. 

Transaction in such cases involves 
mo.stly non-specific inve.stmenLs excepting 
the cases where the spare part has been 
developed according to designs supplied 
and may result in the development of 
certain human specific skills through 
learning by doing over time. Switching 
over to an alternate suppliei may be 
dctnmcntal to the unit. 'Ilic contractual 
terms however take account of only the 
frequency of transaction. If the requi -ement 
IS of a repetitive nature, purchase contracts 
of two-year period are undertaken, or else 
the order is placed as and when required 

One would expect that for such cases 
where the spare part enters a critical stage 
in the production process and has been 
developed by certain suppliers through 
learning by doing and interaction with 
engineers overtime, therc are long-teim 
contracts with few such reliable suppliers. 
However, the item is frequently retendered 
out to all units in the region unless the 
supplier agrees to supply on same terms 


Table 2 Pee cent or tnroMh Spent on 
S ioEES AND .Spares, IWO-47 


1990 

1991 1992 

19911994 19951996 1997 

16.6 

16 8 16 9 

ISO 140 12 9 II 7 II 


Source Annual Accounts of B.SP - 1990 97. 
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in the next period. The absence of a 
scientific price detemination (exc^l in 
caseofjobcontmrts) and frequent haggling 
over prices raises tians»;tion costs of the 
parent firm 

Electrical items Include items like insu¬ 
lating material, carbon brushes, battenes. 
chemicals and plastics like pipes, paints. 
Traasactions of Uiis nature also include 
Items based on design supplied by the 
parent firm as well as off-the-shelf items. 
Here too purchase contracts are undertaken 
and depend upon frequency of the trans¬ 
action, that IS the requirement of parent 
unit. 

The category ‘other group' consists ot 
two groups, (i) The first one consists ol 
units supplying miscellaneous items like 
rubber-based products, timber, stationery, 
consumer-based items like ram coats, 
.safety shoes and helmets, furniture, etc. 
Most n( these units cater to the outside 
market also, (it) The second group can be 
further divided into two types- (a) units 
specificall) developed for the plant's 
requirements during the 4 MT-expansion 
stage and they supply items like lancing 
pipe, thermo couple tips, lolly pop sampler, 
etc Though the value ol these iicms in 
altcmativc use is very low. the cost of 
investing III such units is not high For 
instance, the lollypop sampler requires 
mainly assembling of certain parts which 
ate puK'ured from outside by die ancillary 
When the rcquircmcnt trom such units 
ceases, they are asked to supply some 
othcTitem. (b) The othertype include units 
based on by-product utilisation of plant 
1'hesc Items arc not procurable irom 
outside sources and also require the 
supplier unit to be IcKalcd nearby Steel 
plant is a continuous process plant and 
often generates waste iiroducts which can 
he fruitfully proccs.scd in the small-scale 
sector Some examples aie slag trom open 
hearth furnace and 1. D convertors, if 
crushed to the requisite size, can be u.sed 
as a .soil conditioner for acidic soil. Other 
examples are fly a.sh fiom thermal powci 
plants, which can be used for making 
hn^ks and coal dust foi mines from which 
pellets can be made and u.sed as fuel Many 
by-prodacts arc being ulilcscd in such 
manner, for example, coke ovens wa.ste 
from steel plant are being used by small 
units near the plant for the manufacture 
of chemicals [Nag 1**881. 

For this category ol units, there is no 
long-term contract and the items are 
ordered as and when lequired. Some fall 
into the category of repetitive items and 
for such items, again purchase contracts 
are undertaken for two-year penod. In 
certain cases, unrts undertake investment 
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of the nature of dedicated asset speciric. 
That is, they arc set up with a certain 
capacity on the understanding with the 
parent unit that it will offtake 50 per cent 
of the orders provided the unit conforms 
to the required standards. However, 
whether they arc able to meet standards 
depcndsonotherfactors like credit require- 
mems, obtaining quality/safety certiF^cates, 
which the unit may fail to obtain in time. 
It IS thus not uncommon that some units 
close down due to lack of orders. 

Thus, in theory, one might expect a 
separate long-term conti actual arrange¬ 
ment with suppliers who have been 
developed as ancil lanes to enable the small 
unit to grow into efficient medium-scale 
units and also to mitigate hazards of asset- 
specific investment which have low value 
m alternate uses. But in reality it is not 
possible due to a number of reasons. These 
include paucity of work, specification 
changes with every fresh order, techno¬ 
logical innovations and requirements ol 
new facilities by the parent firm and con¬ 
sequent change m design and production, 
iind finally, sophisticated nature of items 
when.' the ancillancs have not come up to 
(he expeciation% The contract should be 
developed taking account of these tactors 
But since the transaction costs arc high for 
writing such contracts, the terms arc same 
for all units including anciliaiy and small- 
scale units, .such that a number of non¬ 
contractual factors come to play in carrying 
out the exchange relationship What 
follows IS a brief descnplionof the contra¬ 
ctual and non-contractual practices 
lollowcd by BSP. highlighting the nature 
ot relationship between the firm and its 
suppliers 

Comkaci i 'ai Kelaiionniiii' 

The type of contracts entered into by the 
BSP and its suppliers depends on the 
frequency of item lequtrcd and whether 
It is propnetary For items of repetitive 
nature, which arc more than 2,000 in 
number, two-year rate contracts are entered 
into with the ancillancs and other suppliers 
Since only rcpeiitivciy required items are 
offloaded to am i Hanes, only such cxintracts 
were studied. Such contracts are charac¬ 
terised by a fixed rate and apriccescalation 
clau.se To give a proper definition, a rate 
conti act -s a corporate technique designed 
to asscst the buyer and seller to improve 
rc-ordenng ol repetitive use matenal or 
.service with rn absolute minimum of 
admiiiistraiivc expense and with the 
mamtcnanceol adequate business contract. 

When the undertakings are not in a 
position to work out the demands 
accurately and where the items are required 
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repetitively, it may be advisable to place 
rate contracts, which can cover a period 
of one-two years or more if necessary. A 
fairly detailed contract can serve as a 
communication device within a large 
corporation, since it integrates all the 
departments and beads including the 
matenals managers. aiK;illary ceil division, 
inspection department, finance and stores 
section. Thc.se contracts arc also beneficial 
in the sense that they reduce the lead time 
involved in placing and finalising an order 
each time, for the repetitively required 
Items. Items of non-repetitive nature are 
ordered as and when required, in every 
six-eight months The rate contracts are 
entered into with the objectives, bnefly 
stated below: (I) inventory management, 

I e, keeping inventory at the minimum and 
at the same time ensuring an uninterrupted 
flow of materials and services. In Mef, 
to reduce the inventoiy carrying cost;* 
(2) reduce the purchase cost by lessening 
the procedureoi purcha.se, (3) minimising 
the adverse price variations from com¬ 
petitive trends Further, quality can be 
assured through inspection, a.s per the 
specification ol ihe user Materials are 
bought on the ha.si.s of their performance 
and on basis of sample suitability. The 
contracts given to the suppliers the 
purchase order, at the back of which the 
terms and conditions of purchase are 
specified, were studied and the following 
features emerge 

Purchase Conirat Is^ The scope of the 
contract and specifications are laid down. 
Specification problems are common 
icsulting from lack ol technical quali- 
ficaliun of the .suppliers, who accept orders 
without a proper understanding of the 
specification of the material required. 
Sometimes, even the indentor in the parent 
firm sends incomplete list of drawings. 

The duration of contract is specified 

II -2 years) and the pnccs arc firm till the 
completion ol the deliveries An important 
point in this context is the role of ancillary 
policy in fixing ihcduration of the contract. 
As per the guidelines ot ancillary policy, 
the parent unit should have a suitable 
contract with ancillary unit.s. to cover the 
developmental pha.se ol the units and not 
exceeding three years. The policy does not 
take account ol tlic human-specific skill-s 
due to learning by doing and dedicated 
assct-spccific investment made in the 
transaction and hence, the need fora longer 
duration of contract The pnee escalation 
clause IS present tor some itemsofrepetiti vc 
nature, prices being leviewcd after every 
five years The contract further specifies 
ihc discount structure, excise and sales tax 
and the packaging and forwarding charges 
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Thtfic IS j clause to plan for the effect 
of contingencies It says, ‘the buyer shall 
not be liable for failure to accept delivery 
of goods under this order in case such 
failure is due (o causes beyond the control 
of the buyer, including but not limited to 
the acts of god, force niajcurc, tire. Hoods, 
accidents, nots,locWQui, sinke, slow down, 
labour stoppage oi any kind or act of the 
government' Though cases ot non- 
acccptancc of matcnals by BSP is very 
rare, a trcqueiit practice is that ot detemng 
the purchase ot maici lal. to be procured 
when the requircmcni anscs next, as a 
tncaas of inventory management or due 
to delays in inspection and administration 
procedure involved in issuing purchase 
order. The management does not interfere 
in labour union problems of its ancillancs 
In ca.se there are labour disputes in any 
unit, the plant stops sending any enquiry 
for quotations. 

The contiact has a late delivery clause 
where penally is imposed for late delivery' 
which goes up to a maximum of five per 
cent ot the order The cost nl breakdown 
or any loss due to delayed availability of 
spares is dilticult to specity because the 
processing cost of steel is very high A 
considerable amount of cost is incurred 
in shut down and wailing time, caused due 
to delays by ancillaries apart from cost of 
impmperspccification and interior quality 
of spare pan 

The contract provisions also plan for the 
effect ot detective performance as given 
by the nsk (lurchasc clause According to 
this, BSP can cancel its orders from its 
suppliers if II IS iinsaiisfied and reson to 
anolht'r supplier on the condition, that any 
extra cost has to be home by the former 
supplier However, this clause is used only 
in cases of cniergency and not used against 
defective pcrfonnanccs as such When 
defaults occur they aie not likely to be 
disastrous because ol the techniques ol 
risk avoidance oi nsk spreading by resort¬ 
ing to minimum tw(< suppliers for an item 

A clause for legal sanction exists. 


wherein the junsdiction of specific courts 
IS also mentioned Generally, the creation 
ol exchanges is far more contractual than 
the adjustment of such relationship and 
the .settlement of disputes, especially with 
regard to the small unit suppliers who 
yield to the bargaining strength of the 
large unit 

This section described the nature ol 
transaction and contractual terms of 
transaction between the BSP and its 
supplier units Apart from these terms and 
condition.s. the relationship is guided by 
several other non-contractual factors For 
example, the buyer firm maintains icport 
cards on ancillanes and measures their 
performance by certain yardsticks like price 
competitiveness, quality and delivery 
schedule In case of repeated default, the 
unit is blacklisted. The plant tncs lo deal 
with firms of good reputation and in the 
case of job work, it takes a security in 
the form of bank guarantee. The presence 
of cx-empluyecsof BSP in the units plays 
an iniportant mle in establishing a good 
relationship and sccunng large orders 

The distribution of orders lo the 
ancillancs is not based on any critena like 
capability or si/e, which may impose 
considerable costs as regards infcrioi 
quality, delayed delivery and high prices 
by resorting lo cartel formation However, 
the firm mitigates these factors by 
favouring certain units against others and 
having ‘informers’ within the unils 

Rr spoNsi.s ro Poi.k'v 

As the previous section showed, the 
inter-firm relationship between the large- 
scale unit and the small ancillary units is 
guided not only by contractual terms ot 
SAIL, but also influenced by non¬ 
contractual practices. These non¬ 
contractual practices in turn depend on the 
business environment, the degree ol trust 
and co-ordination prevailing between 
different economic agents Thus, in an 
environment where mutual trust prevails, 
non-contractual practices reduce 


transaction cost.s and enable better business 
co-ordination On the other hand, they 
may increa.se transaction costs and lead to 
unproductive investment in lobbying and 
rent-seeking activities and inellicieiit 
lesoua'c allocation. This appears to be Ihc 
ca.se in the present study 
The government policy with its conflict-, 
ing ohjcciivcs influences the relationship 
by giving rise to certain responses on part 
ol ancillancs For instance, the pticing 
policy ot uncillansation conflicts with the 
policy of reserving certain items lor 
ancillancs While the reservaiion policy 
has lesultcd in expectation formation.*’ the 
practice of lowest tendered rate as the 
basis of price fixation has generated a 
cut-thioat competition where the units 
resort to undercutting and compensate on 
quality 11ie assurance ot captive demand 
has given i ise to not only a number ol neve 
ancillary units, but also made them 
undertake a.ssci-spccific investment in the 
long lun As an illustration ol dcdicaicxi 
a.s.set-spccilic investment,.some ol thi'units 
supplying Items like safety helmets, shoes 
and pliisiics like nylon plastic pipes and 
polythene tubes for ref racloncs, utid,'nake 
to supply a certain quantity according lo 
the plant's requirements spelt out initially 
during the setting up of the unit It is 
subiect lo the units' lull tiling the quality 
requiremenLs and safety standards, based 
on which, the plant guarantees an offtake 
ol 50 percent ol thcunit'sordcron a 'long¬ 
term' basis ^ Otherwi,sc. the plant resorts 
to other suppliers and docs not have any 
specific incentive for the development ot 
the ancillary in the competitive scenario ** 
As the di.stnbution of orderflow reveals, 
apart from showing a bias towards big 
units. It also .suggests that there is no 
distinction between ancillary and other 
.suppliers tor distribution ol orders. Both 
have to compete on an equal Imiting in 
the prc.scncc ol lactnrs like pre.seiicc ot ex- 
cmployccs and lobbying which dcicmiine 
the direction ol orderflow The value of 
orders .shows a fluctuating trend, though 
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It has increased over the years. There has 
been a 20-lold iiicre.ise in the nominal 
value of oiJers placed on ancillaries 
between 1979-19%; trom Rs 1 47 cioie 
in 1979-SO to Rs 29 d: emre in I99V94 
and Rs 36 81 erore in 1994-95 to Rs 45 02 
crorcin 1996-97 During the 1990s, there 
has been a slight change in I he eompi isition 
ol orders with the share of repetitive!) 
lequiied items deeliniiig and that ol non- 
repctitive items iwhuh aic high value 
Hems)iiiLreusing Tho isduetothcdeclinc 
in tiideisol lepetilive items liom the B.SP 
in the changed ecoiioiiiic scenario Some 
interesting lads about the ordcrilow can 
he inleired Irom the sc alter plots sluiwing 
relation between si/e of unit (as delined 
by employineni) and avetuge ordcrflow 
I Figure 1). This shows a positive relation 
between si/e and order! low. 

Funher. the .scatter plots (Figure 2 and 
Figure 3) also show the distiihution of 
oideis between units supplying >50 per 
cent t<> BSP and units supplying >50 pei 
cent to market. Theie aie 55 units out ol 
which 41 units siipph > .50 pei cent of 
their output to the BSf’ while the rest 
14 units ate dependent mainly on outside 
market These plots sivw that majority of 
the units getting lowo.st oidei value aic 
those which pi iniarilv depend on BSP and 
these constitute neatly 90 per cent ol the 
gioup (36/41) Intuilisely. one can exps'cl 
to sec a low value of BSP orders amongst 
the big and small si/ed unitscatenng mainly 
to outside market tloi example, consumci 
based units) Siniilatly. one can expect to 
.sec a high value of BSP orders in units 
supplying mostly to KSP. But there arc 
units in the former category (market 
dependent) which .show high average value 
of BSP orders and units in the latter 
category (BSP dependent) which show a 
very low average value of orders lor the 
given period. 

This implies two things. Firstly, units 
that are big in st/c and more competitive 


get higher value ol orders. Amongst these 
there are also units which are supplying 
pnmanly to the BSP and developed over 
time as leliahle suppliers Secondly, the 
niajority oi the small units are not getting 
orders as the aggregate value ol orders has 
declined since 1990s Although it is 
niandalory toi the plant tooffload repetitive 
Items to the aiieilianes, it is the non- 
repetitivc ones, which constitute a highei 
pniportion iii ihe total ordcrilow of ancil- 
laiics Since these items arc lendcmd out 
to even othei small-scale units, the ancil 
lanes have to l.icc moie competiiion hem 
I'he absence ot an assured matkel, has 
given nse to trading act i vines who compete 
with the genuine manulactunng units and 
inhihit them Irom developing a long-tetm 
lelationship with the parent tirm An 
interesting case is that of a unit declared 
as an anctllaiy lor steel tumilua' After the 
initial placement of orders, as the orders 
declined, it staited supplying mechanical 
spare patis utilising Ihe facilities ci| other 
units The indiMeient attitude ol the paieiil 
turn in developing the ancillaiy uiitis on 
one hand .md the scarce resources and 
high cost ol exiting tiom the lelationship 
on the other, act as a disincentive tor the 
aneillaty units to make turthcr investment 
and become competitive in the long run 
In the short lun ancillarv owneis lesorl 
to lobbying .ind leni seeking activities to 
sccuie oicic'is 

IV 

Policy Implications 

With the iiUTcasiiig lailurc of goveni- 
ment i.itcrvention in the developing 
countnes. them is a need to evaluate the 
policy objectives and the responses ol 
economic agents towards them Whether 
the policy ohiectives arc realised or not 
depends not only on the institutional struc ■ 
tute ol (he economy hut al.so on the role 
ol government policy m influencing the 
m’ 4 iiution.>l structure and the goveinance 


ol economic activhies. The paper ia a 

attempt in this (Jireciion. ft emphasises^ 
shift in the policy approach of treating tl| 
responses ot cainonuc agents to policy 
as given and passive 
The study has made an empirical analyst 
ol the huyer-supplicr (large-small lirm 
lelationship. in the light of the industria 
organisation ihcory, which oilers grca 
sco|x‘ to analyse the inkT-firm relationship: 
and to explore the dynamics bctweei 
market, govi'mmcnt and economic agent) 
(tiiins) in a micio-anaiytical framework 
It also suggests the rationale ioi seeing thq 
issue in the context ol adifterentpuradigml 
which conslitutes the nature ol lirm as 
explained by the irunsaction cost theory 
The analytical Iramewoik used to analyis 
the relaiionship in u developing count 
context takes into account the role of 
goveinment policy, in this context th 
aiicilluiisaiion policy, in inlluencing Ihe 
governance stiuclure. to leap certain 
organisational benetits like entre¬ 
preneurship development However, 
whether Ihe benelils are icMped oi not 
dc'ivnds on the responses ol the lirms to 
the govcinmeiit policy winch determines 
the final ‘uiicome oi the governance 
siructuic as dilleieni lioiii the ‘ideal’ 
goveinance slruduie pcieeivcd by Ihe 
govc'inmem This is brought out hy 
examining the contractual relationship and 
the lesponses ol the litms which in turn 
IS inlluenced by the measures or incentives 
adopted by the policy to achieve the 
iiilciided bciielits 

The pape'r has analysed the contractual 
relationship between the B.SP and il.s .sup¬ 
plier tirms and argued that ihe contractual 
Icims aie not consistc'nl with Ihe nature 
ot transac lion t< n Ihe .mcillary units, whici' 
are a sub-section ol supplieis The 
lelationship is guided hy a numher ot non- 
coiUr.ictual lactors. winch are in turn in- 
tlucnced by the business ciivmmmi m am 
.siK'ial lactors. h emphasises on Ihe neec 
Ioi institutions which facilitate the build 
iiig oftruM .mdco-o|K’iatton thus resiiltinj 
m piodiictive investment ol resouiees 
llic paper also argues iliai apart Iror 
the n.ituic ol transaction, govemmer 
policy also has an impoitani inlluence i 
leducing tiansaciion costs Whethc 
transaction costs .ire minimised or lu 
depends upon Ihe agents' response t 
policy While in the cailiei regime, thei 
was more emphasis on social ohjeclivc ( 
PSl'. in Ihe 1990s, with emphasis o 
competition, the policy environmei 
piovides more incentive to leduc 
ircnsaction costs 1 Icm c. ihcie is a declin 
in i.ite ol growih .md lomposition i 
ordcillow as well to amillaiics 
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The conflicting nature of policies has 
csulted in cut-throat lompetition and an 
ixpcciation formation in gcneial This haa 
n tuni resulted in the growth of a number 
it new small scale and ancillary units 
.'ompeting between themselves toi 
iccunng ofders In the process vanous 
ypes ol asset spccilic investment arc 
indcnaken by the units to sustain the 
elationship But in Ihi* absence ot o'gular 
irdertlow, as ensured by policy of 
iscrvation of repetitive item*:, and lack 
if a systematic approach to distribution 
if orders. the-.e units have lesponded by 
lesorting to vanous othet means to .secure 
aiders like|Hi|iticalinU rvc'ntion.lobbying, 
rent .seeking and use ot yellow journalism 
According ti > BSI’, how evei. the cost saving 
of a syslematic policy low aids its suppliers 
IS insigniheunt given ilie magiuliideot the 
.shareol .inciflaiies in iheoveralipua basing 
activity The study >(lso argued that by 
maintaining a neutial attitude between the 
trading and genuine m.inutacturing ancil¬ 
lary units. BSP has created an inliea'iit bias 
against the manufacturing units, making 
it as a disi nc enl 1 \ e I or I lie un 1 1 s to mat nl at ii 
a long-term relationship with the BSP 


Thus, one finds that the governance 
structure of i ntcr-fii m relationship between 
the large and the small firm is determined 
not only by the nature of transaction, but 
IS an outcome of interaction between 
variousagentsandtheirresponscs to policy 
lltc outcome may nut be on efficient one. 
as It does not ptovide incentive to reduce 
transaction cu.sts. Fui tlier, it may also result 
in resource misallucation as due to 
prevalence of factors like mistrust and rent 
seeking activities 

As a result, the intended benefits ol 
eniteprencurship development and lear¬ 
ning by doing am also not attained One 
ol the iinpurtanl lactors in enabling the 
aiiuinmcnt ol these objectives is the natuic 
oi industry, which dclcnnincs the type ol 
liansaction that would sustain a long-term 
relalionship The study argue; that 
entrepieneurship development a.s an 
organisational benefit can be made 
c onsisient w ith el ficicney by other means 
That IS, the nature ot industry makes it less 
costly in terms ol transaction costs lor 
developing the ancillary relationship 
Hence, the ei-/>oi/ behaviour as laid down 
III the contractual icims is consistent with 


ex~anxe behaviour. Although BSP is a 
process industiy, it does not imply that the 
intended objectives of govemment policy 
cannot be attained. On the contrary, it 
has a considerable scope for encouraging 
entrepreneurship and other policy objec¬ 
tives through selective intervention by 
promoting specific sman-.scalc units as 
ancillaries rather • lan aggregating the 
group 

The policy measures to encourage SSIs 
arc undertaken aggregating the small units, 
without di.scnmination amongst various 
ealcgoncs, even within the same activity. 
Such measures olten conflict and turn out 
to he .scll-dclcdting As a result, large 
numbei of facilities pnividcd by the govern¬ 
ment are cither underutilised or misused, 
which shows that there is a mismatch 
bctWL'cn the policy measures undertaken 
and the actual need as perceived by the 
enlieprcncurs. Hence, a disaggregated 
study oi vanous categories of small-scale 
units IS needed 

Tlic above study highlights the shilt in 
the policy approach ol treating the 
responses of economic agents to policy, 
as given and passive It is being incrca.s- 
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ingly realised that the outcome ttf intended 
policy objective depends on the response 
of the agents on whom it is targeted If 
there isamismatch bet ween the objectives 
and the response, the bcneFits perceived 
by policy will not materialise. 

Notes 

(The paper is based on tlks MPhil thesis (1998) 
submiUed to the Jawahorlal Nehru Univeisiiy 
The author is thankful to Achin Chakrabony lot 
his comments) 

I This assumption assumes importance when 
combined with the piesious two ossumplions 
of bounded rationality niid opportunism TIicsc 
two assumiMions can he s jid to he more eflecti ve 
in an rx time and tx pttxt tcims That is. 
bounded rationality b) imposini; limits on 
logntlive competence implies that coinpie- 
hensive roniracting is not possible and there 
are lran.saction costs (ot writing, foreseeing 
iuture contingencies, elc, that onsc in an rt- 
lUUe sense) in doing so Tlie assumption of 
opportunism implies a threat oi breach of 
X imtiaci and is imporlaiit in the post-cxccuUon 
stage ol liie contiact 

? The study Ick'uscs on the buyer-supplier 
aspect ot inter firm relationship where the 
buyer is a large tiim and supplici is a small 
ritm Earlier approaches have explained this 
leljtiunship in letmi of subi oniracting, 
distinguishing a suhcomractoi ti.un a supplier 
The term siihconiractini.' in economic lileiature 
IS used mainly with regard to supply ot 
component which enters ilie end product 
diteclly |Scc Friedman I‘t77| This is unlike 
a pitKess industry where the item supplied 
IS a spore part ot equipnxml used in pniduclion 
process, not enleimg iIk production process 
directly, in which case, the unit supplying is 
a suppliri, not suh-contractoi The legal 
definition ot sub-conir.iciing lakes account of 
only labour conliaiis where labour is 
tempoionly cmployrd inside to perfonn a work 
These definitions do ma serve the onalyliial 
purpose ol the study which regards sub¬ 
contractor and supplier as same It analyses 
buyer-supplier relationship between large and 
small finn lupaiticulai it analyses rclaiion.ship 
between subcotegory of ancillanes within 
suppliers and the parent firm 

3 Williamson's vrew can he staled as, “ more 
generally, the objectivi. is not to economise 
on transaction costs but to economise in both 
transaction and neoclassical prududion cost 
respects Whether iians.icitun cost economies 
are realised at the expense ol scale tsr scope, 
thus needs to be realised” (Williamson 
1985 61) 

4 The discussion is boscrl on data collected horn 
held survey 

5 Accoiding to the infoimation given hy the 
president ol Ancillary Association, ai present, 
the aggregate amount withdiuwn fiom all 
ancillanes os penalty for late delivery is around 
Ks 70 lakh TToi genuine reasons tor the late 
delivery on port of ancillanes include raw 
inatcn^ shortages, power loilure. and problem 
of absenteeism of casual labour, causing 
labour shortages and improper manageiiwnt 
and scheduling of jobs m case of mechanical 
units 


6 With the Bsssurance of captive demand, there 
seems to be an expectation formation resulting 
m the growth of a number of ancillanes and 
small-scale units Ttie term 'ancillary' serves 
as brand name, apart from the ai cess to facilities 
and establishes ihe unit ns a quality supplier 
Although the ancillanes have a higher status 
than the local vendors, the nature of items is 
such that there exist many ollernati ve suppliers 
Hence, there is not much incentive tor 
developing ancillanes on pait of the parent 
unit and has inhibited Ihe development and 
learning pnxaiss of local entrepreneurs 

7 It IS cleoily laid down by the distnet industry 
centre, 'As per the govcmmenl policy, any 
unit under S.SI can he declared an anultary 
hy Ihe P.SU if minimum SO per cent of the 
capacity utilisation is requued by the PSU 
on a long term basis, provided, the PSU is 
salislicd about the capahililics ol the SSI 
BSP declares llv: ancillanes it BSP cun assure 
50 per cent ot the capacity milisatiiin of the 
SSI Ol 50 per cent of BSP's requiicmciits or 
orders upio 7 5 lakhs, whichever is lowei 
provided the unii is capable and kxated in the 
vicinity ol Bhilai “ This leaves no amhiguily 
III spc’citying (hat there is no binding relation 
between the plant and its ancillanes and that 
in Ihe short lun. they have to rely on other 
customers 

H In the case ol one helmet monufaclurer, with 
a change in specilicaiion of (he iiuienal. the 
inability ol ihe unit lo obtain ihe safety cciti- 
ficaic* as per the safety requiirnrent lor the 
changed specilication. led to a decline in its 
urdcis 

9 Duiing 199t-94 to 1996-97 Ihe share of 
ancillary orders m the total purchases from 
indigenous suutccs has increased tiom 9 I per 
cent lo 10 9 per cent to It 7 per cent and then 
declined lo 8 7 pci cent in 1996-97 
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Creating Successful New Products 

* 

; Challenges for Indian Industry 

Rishikesha T Krishnan 

' Ganesh N Prabhu 

^ Firms III ciiierxiiin markets fare uiiie/iie problems in new piodtirl development such as limited purchasing 
'^power, high pin e sensitivitv, limited desiitn skills and experience, lack oj ipialified vendors and inappropriate 
,^engineeiing rcsomces This article discusses these piohlems and suggc’sts cpiestions for further research. 


New Priiduct Development in India 

^ the im reasinglv compeliti\e en\iron- 
jiuni III Intiij, the lU vclopiiieiit ol new 
V^duc^^ has hccoine an inipitrtani n»in- 
*Vlitivc t(K)l In u enmiled iiijiketpl.it.e 
'Vre IS ga'ulct need lot ddfetenliation, in 
narket.s (hat (end (o be stagnant Iheie is 
V'ssuietoL a ate e\t itenicnt Tliedevelop- 
nent and launch o( iie\s products helps 
h both situations 

incenain industries likethetwo-whee lei 
?ndu.str>. new pioJuct development has 
"■ecome cntical to survival Stiiiigent new 
^'mission siandaids and inulti-point com¬ 
petition are pushing two-wheeler coinpa- 
ites to hioaden then pioduet lines and 
ntroducc new technologies such as lour 
■tnikc scoolcis and nio[)ed.s 'lodav, the 
ndian two-whcclei industi y has m< ne than 
>0 tnodels/varianls with one or two new 
aunch unnuunceineiits e\eiy iiionth 
iuch desclopiiients aie happening in 
itlier industnes as well, though perhaps 
lol as visibly as in the two w heelei in- 
luslry 

’I his paper is piompteil by oui Ivhel that 
here aie unique problems laced by Indian 
;onipaines in lapidlv developing a new 
inuluet development capability While 
he new product development ehalleiiges 
aced by laige. established liims in de\el 
iped markets have leieiscd cimsidcrabic 
ittcnlion in iceent years since the publi- 
:ation of the cpiKhal The Machine lhal 
Changed the Wen Id [W'oniuck. Jones and 
Rikis 19901 ihepiobleiii'.lacedby “emeig- 
ing market companies' are dilleient and 
have not leceiced enough attention 

Emerging markets like India are diller- 
ent trom developed markets Emerging 
markets are often ch.iracleitscd by spe 
cific kical needs, limited puichasing power 
and high piicc sensitivity [Piahalad and 
Laehcrthal |99b| Khanna and Patepu 
(1997) have sugge.sted that in cmeiging 
economics, to make up tor the absi'nce of 
well-di*vcloped markets for labout and 
capital, films may have tocieaie then own 
inirasliuctuie Tliere .ue thus contextual 
factors wliK h can potentially mtluenee an 


impoitani strategic activity like new prod¬ 
uct developnieni in the emerging muiket 
context and make the challenges bcloie 
companies m these markets dilfereni Irom 
those in established economies 
.SpcH ilieally. unlike established compa¬ 
nies in developed markets, Indian eom- 
pantcs aie lacing the challenge of struc- 
tui mg.a/i initio. the new product dovclop- 
meiii pioc ess m an environment ot limited 
design skills and experience, lew quali¬ 
fied vendors and inappropiialc engineei- 
iiig resoutces At the same lime, they are 
eonsiiamed b limited linancial and hu¬ 
man lesoiitces lack ol a market orienta¬ 
tion. siiong centralised control by busi¬ 
ness taiiiily licMds. lunelional ehimiicys 
w iihout deep lunelional expertise. anilpre.s- 
siiii's to change on iuiincTou.s lionis all at 
once to c ope w Ith the comtietili ve env iion- 
meni l-urihei. over the last eight yeais, 
the complevily ot strategy loimulation 
and implementation has incieased mam- 
lold - ftom merely obtaining an industiial 
licence and pieventing others Irom doing 
•SO. to managing giowth, cosl-compeli- 
tiveness. knowledge, innovation, and 
business porilolios .simultaneously in a 
globally competitive environment. 

In this paper, our locus will be on the 
challenges m new pioduct development 
laced by companies in India, an impoitant 
emeiging economy Our ideas ate based 
on discussions wc have had with manag- 
cis invoivc'd m new product dcvciopmcnl 
in about 20 Indian companies, reports in 
the business press anil some projects 
iindc'itaken by out students At the end. 
we identify questions that a'inain either 
panly oi lully unanswered in the hope that 
these can be the subject ol lescarth lot 
Indian co ipanies consultants advising 
them, and researchers 
Most ol the ISSUC.S discussed in this 
pap**r have iheir origins in the problems 
laced by Indian companies manulactunng 
discietc. engineered goods lor either 
consumernt industrial niaikets. However, 
v.c will al.s.i discuss some ot the chal¬ 
lenges laced by Indian companies munu- 
lactiumg last moving consumer goods 
(1‘MrCi). and by liulian lirms involved in 


information lechiiuloev/snltware product 
dcvclopnient 

Till 1991, India had a highly protected 
economy Within the economy as well, 
compel It ion was restneted by a complex 
licensing system Not surprisingly. levels 
of competition were low and the need foi 
product innovation was not left by manv 
Indian companies Perhaps (he best ex¬ 
ample ol this IS the Indian automobile 
industry where the two major playeis, 
Hindustan Motois and Premici Auto, 
mobiles made at best eosmciic changes to 
their Ambassador and Padmini cars m 
spectively over thicc decades 

In a capital-.scarcc economy, the tisk ol 
developing new products si'cnicdunneces- 
saiy. huiihei. many piiHlucIs manuiac- 
luied m India were governeit bv technology 
licensing agicvmeiits that placed leslric- 
iions on the mcidification ol pioducls 
Indian companies also laced ditlieully in 
absorbing the imported technologies ade 
quaiely Further, impoit rcsiiictions made 
It ditliiiili lor tompanic's to soiitce par¬ 
ticular components or skills and capabili¬ 
ties thev lacked liom exieriial souic's 

In -.p.lc ol these problems some prodiic t 
development did take plate Among the 
outstanding products developed were the 
.Swaraj tractor |('haudhuii 1986) Aniul 
bullalo milk pnwdei and a vai'Cly ol 
import-suhslilulion products to mcc't sped ■ 
t ic delence and gov ernmental applications 
|.scc lot example. Krishnan 1995) Inter- 
c.slingl>. even the Swaraj tractor and Amul 
bultalo milk jiowdcr had their ongin in 
government lesearcli laboratories, the 
Ccntial Mechanical linginccnng Kc.search 
Institute and the C'eiitt al Food Technology 
Reseaa'h Institute respectively 

The first peiiod ot economic deiegula- 
tion starting in the mid- I98(K saw private 
sector product development activity begin¬ 
ning to take shape Some examples ol this 
were the mierocompuleis and mini¬ 
computers developed and mnnutac lured 
by companies like DTM Datapmdiicts 
and Hindustan Compuleis and mopeds 
developed by Sundatam Clayton Limited, 
a part oi the TVS gniup However, the.se 
weie isolated instances and did not 
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represent the emergence of a full-fledged 
pmduct development activity in the 
Indian pnvatc sector 

Recent years have however witnessed 
a majorincrea.se in interest and investment 
in new product development The most 
audacious and well-piibliciscd of these is 
that ot the entry ot truck ma|or Tata Engi¬ 
neering and Locomotive Company (Telco) 
into the development and launch of small 
inmor cars. Press reports indicate thatTelco 
has invested as much as Rs 17.(X)0 million 
in the development ol its new indtea, a 
.smallcartocompete head-on with Su/uki’s 
print venture with the Indian govcmincnt, 
Maruti IJdyog INarayan l99Kh| The 
Indica was launched in late December 
1998. Two-whccler manuiacturei TVS 
Su/uki IS inve.sttng Rs I ,K(X) million in the 
development and manulacturc ot a new 
lour-stmkc scooter, the Spectra, which 
was also launched in the last quartet ot 
I‘'98 This scixricr has been developed 
without the direct involvement ot Su/uki 
Motot Moieover, these aie not one-time 
acts, but represent a signilicanl eflort at 
developing a new product development 
uipahility - Telco has alieady aiinoiinted 
plans (o unveil a 2t)<M)cc turbo diesel cat 
rc'-embling the Toyirt.i la.“\us by January 
2(KX)IMcnon l‘)‘>9|. and TVS Su/uki has 
announced that it will be l.iuiiching eight 
new two-wheelets la combination o* 
compictelv new models and variants ol 
existing models) during the coming yeai 
(The Hindu, Apnl 27 l‘)9')) 

II 

('halicnges and Problems 

In a gcneiic sensi'. the challenges laced 
by Indian companies in new product 
development are the s.ime as those laced 
by companies ihc world over Indian 
eompanies seek to gel to market early (or 
reduce proiluit development cycle times), 
develop proiluels with 'integrity' ICIark 
and Fujimoio 19901 that achieve strategic 
objeciives, make opltnium use ot develop¬ 
ment and other rc.soun es. and develop not 
one butastreamol newpuNluetsovcr time 
To meet these challenges, contemporary 
management thinking would advise Indian 
companies to ‘get it nght the first iiiiie'. pay 
adequate attention to the tn>nt end ot the 
prod'uct development process jKhurana 
and Rosenthal 1997], listen to the voice 
ot the customer (Griffm and Hauser 199J1, 
improve intra-organisalional communica¬ 
tion, develop a common language to 
communicate and share product develop¬ 
ment ideas, and to deploy cross-functiimai 
teams in a structured produit develop¬ 
ment proce.ss lUInch andHppingci I9‘>5) 
Techniques such as concurrent engineer¬ 


ing [H iidey 19921, design-for-manufac- 
ture [Whitney 1988]. quality function 
deployment [Hauser and Clausing 19X8. 
RcVelle. Moran and Cox 19981. and value 
onginci'nng are advocated within such a 
framework Other advice includes carlv 
supplier involvement, break-up and 
pipelining ot tasks on tlic cntical path, 
creative u.se ol prototypes through rapid 
dcsign-lesi-hui Id cycles | Clark and Wheel¬ 
wright I ‘J9.^ |, time-pacing f Kisenhardt and 
Brown I9‘J81 and 'platlorm-lhinking' 
IMeyei ami Lelincrd 19971 At the stra¬ 
tegic level, a clearly articulated strategic 
intent IHai",) and Prahalad 19891, a 
development strategy that cluioscs the right 
s(‘t ol proici. ts and lielps inlcgiaie stialegic 
planning with K and D strategy [Wheel¬ 
wright and( 'laik I ‘)92|, strong lop manage 
mcnl invoKcment at early stages of the 
pro)ecl. eiupowenncnt ol pto)ect leaders 
as 'heavvwcighf project managers [Clark 
and Fuiimi'to 199<)|, strategic alliances foi 
design or manuiactunng. transleinng ami 
leveiagtng skills and capahihties actoss 
the company IPrahalad and Hamel I99()J. 
and setting taigets for revenues from new 
produi ts aie in vogue In addition, the top 
inanagi nient is urged to create an organis¬ 
ational cliniaie in which honest lailures 
ate toleratcil, cieativity is rewaided and 
inlei liinctional and iiiler-divisional Har¬ 
riets aie lows red to luciliiate innovation 
acioss the organisation [Kanter. Kao and 
Wicrsema 19971 

Indian Loinpanies face a numbi*r ol 
problems in adopting these ideas Oui 
undeisiamling ot these problems is pre¬ 
sented below 

All (It (inn. (It Mep-hv \tcp 

Conipiuaiing pioduct development 
decisions in ihc leseni past is the tact (hat 
the Indianecononn hasbivngoingllitoiigh 
d rcsessioii and lliiit the optimism ot the 
early l‘)‘)0s is ileaiiv on the wane The 
inteinatnmal evonoiny is also looking far 
lest robust than it did some years ago 
Indian companies arc struggling in this 
cnvironmeiii lo simultaneously improve 
then cost unnpetitivencss as well as be 
innovative on (lie pioduct development 
front 'I he piiiK ipal question that arises is. 
van Indian lompanics deal with (he.se 
i halicnges simultaneously' 

One oi the Le'ebrated examples ot a 
small, piHirly pertonning company trails 
toiining ilselt inio a globally voinpetilive 
giant IS that of the Japanese eaithmoving 
equipment il-'ME) company, Komatsu 
(Baitlett and Srinivasa Rangan 1985] 
From an appiovimately 1i Iw) million 
pioducei ol pi'or quality, small bulldo/rrs 
lot the Japanese market, over a 20-year 


penod Komatsu became the world 
second largest manufacturer of EME I 
the early 1980s and with a share of al 
25 percent, ihieatened tochallenge matld 
leader ralcrpillar's supremacy. Whi 
Komat.su's success has been atirilMitcd 
Its clear struiegii intent (Hamel at 
Prahalad I989| and its translation inf 
specific objectives within the compaiq 
all built around the energising slogan' 
‘Mani-C'. what is most noteworthy Irol 
OUI |H-tspeciive is that in the early yeai 
ot Komatsu'stiansformalion It kK'usedil 
one thing at a time For example, it hi! 
conveiiiiated on improving Ihc quality < 

Us liagship small bulldo/ei. Iltheiishifitci 
focus to a tresh project to reduce costl 
It (hen liKtked at expanding its pFodu| 
line hlloits to R'duce costs by cominc 
parts lollowed Each ot these steps lastc 
a lew years During each step, the ohje^ 
live ot that particular step guided resourc 
allocation and rcsoutee utilisation. F* 
Komatsu, this siep-by-slep progrcssiol 
was .m etteelive wav oi locusing limil^ 
tesoutccs on achieving challenging gnaU 

However, some Indian companies an 
trying to do everything at once They wan 
to achieve pioduct and ptnecss qualilfl 
piiHluci lealuies, .ind low cost at the sarm 
time llvcy believe that this a'picsents ihj 
learning trom Japanese best practice 
Howevei. as ihe Komatsu example ahov' 
indicates, this is not what even an out 
standing lapanew* company like Komalst' 
attempted to do 

It niiglii be aigiicd ih.U the competi(iv> 
cnviionmcm today is vciy dilterent iron 
what ii w.is III the i9(>0s .md today (here i! 
no option hut to try it .11 at once Intcd 
esimgly though, an international expert oi 
manufaciuimg and piixiuct dcvciopmcit 
advocates the siep-hy-step appioach T} 
.Sankar. (distinguished n'search protessn 
in production and automation. Ecolc d( 
Technologic Sii)K-rieurc University o 
Quebec) suggests that Indian companic 
should first develop manutacti nng tech 
nology based on design capability Hi 
rccommciids that Indian companies lirs 
conccntr.itc on coiiccismg a pioduct in 
iciidcd to perlomi specilic lunciiiins lo 
specific users, i c. the cieation of a manu 
lacturable enlity Simultaneously. Indiat 
companies should develop the capabilityj 
tor product evaluation and collection oK 
detec tsdiii mg the produc Hon pioccss ttselfl 
I c. diagnostics According to Sankarj 
“techniques like TQM itotal quahiyl 
managenient). VI- (value engmeciing), 
qualily c iicles. etc aie icicvant in Ihc ncxi 
stage -- impnivcmcnl m qu.iiiiy and leduc- 
tion in cost ot a pioduct .ilrculy in pro-' 
.luclion" [(iopalaktishnan l‘)*»8| 
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■ TluuthercissometruihinSankar's asser- 
on IS shtiwn by the TVS Suzuki expe* 
lencc with the Spectni In spite ul follow- 
ig a stmetured ^vclopmcnt pnicess and 
tatc-ot thc-art product development 
lanagemcnt techniques, the company had 
0 subsequently iniliale a separate value 
ngincenng exercise it> be cosl>competi> 
ive [Kiishnakumar and Vagesh 1999] 

fefidon Partner', at 'anciHanes' 

' A problem faced by Indian companies 
-s the lack ot strong vendor support Indian 
^pduslry has a long tiadilion o( an ancil¬ 
lary approach to vendors As ihc name 
•|Uggests, this approach has considered 
f'endors as manuiuclurcrs of suh-asscni- 
^lies/components to designs and specifi¬ 
cations supplied by the purchaser. This is 
particularly true in mdicstnes like the 
putomnbile industry While these 
^cillaries have built up gCHMi nianulac- 
^unng capabilities, they have tended to 
Ueglecl design and deselopmenl To make 
Inattcrs worse, the purchasing companies 
^hcmsclves have lacked a strong enough 
^sign and priKcss engineering capability 
to be able to advise their vendors on how 
,o cither improve prixluct perlormance or 
fO lowei co.stsand improve lehahility. The 
powci relationship between vendors and 
the purchasei has also been maikcdly 
skewed in tavour of the lattei 
; A lesult ot this history is that there aie 
few vendors who can independently take 
design and development of new com- 
ponents/suh-asscmblics tochallenging per¬ 
formance and cost targetv This Mitually 
jiules out the use ot ‘black box' develop¬ 
ment (Clark and Fu|itiiuto 1991) - under 
|this approach, the ptoduct development 
,team provides the suppliet with only 
fipecitieations ot what the component has 
|to do but the detailed design w ithin certain 
-cost targets is lett to the supplier - within 
,lhe country For Indian companies, this 
,mean.s that they have to either develop 
^products almost completely on then own 
^or woik with loreign design houses and 
^suppliers This has an adverse impact on 
,the time taken to develop new products 
|.as well as on costs Developing and 
manufacturing components in-hou.se also 
^reduces flevibility, im reaves investments 
P and reduces the potential benci its of econo- 
mies of .specialisation and scale that could 
3 be enjoyed by specialised vendors 
I Somcconipanics has e encouragcvl quah- 
( Tied employees to set up then own sma'l 
g units and besiome suppi ici s to them. Others, 

^ like Telco, have made ^citing up a network 
^ol component suppliers through joint 
I 'cniures with international giants an in- 
f tegral panot then .snategy Howevei this 


latter option is not open to all companies. 
Finding people with the right capedjilities 

Another constraint faced by Indian com¬ 
panies IS access to appropriate manpower. 
While It used to be said that the brain drain 
ol qualified scientific and engineering 
personnel from India wa.s due to the lack 
of challenging employment opportunities, 
today's problem is that many of the best 
engineers go into the highly .successful 
Indian .soitware industry, llie software 
industry offers job opportunities at inter¬ 
national locations with attractive mon¬ 
etary benefits It IS poised to grow further, 
and with the media attention currently 
given to It. is likely to continue to attract 
India's best engineers in the years ahead 

Design-based courses are also in¬ 
adequate in Indian engineering institu¬ 
tions In fact, few Indian engineenng 
institi’tions have courses which integrate 
design theory and practice and that require 
students to create working prototypes. 
Even in in-stitutions whcie such facilities 
exist (as in the IITs), the dctenoration of 
adminrstrativc systems has cau.sed a 
decline ol workshop facilities Asaiesult. 
some institutes have given up the icquire- 
ment ol a design project in the final year, 
or relaxed the earlier requirement that the 
pnKluct designed ‘should work’. As a 
resu It, companies arc today forced to create 
in-hou.se training programmes on product 
design and development, using expertise 
sourced from within the country and 
abroad 

In the area ot industnal design there is 
a slightly different problem - while the 
Industrial Design Centre (IDT) at IIT, 
Mumbai and the National Institute ol 
IX'sign (NID) at Ahmcdabad produce 
qualified industnal and product designers, 
companies have experienced difficulties 
m locating them withiniheirorganisations 
and making the best use ul them A related 
problem has been finding a common lan¬ 
guage between designers and the manu- 
fatluring and marketing departments 
(Chatterjee, nd| At least partly as a result 
of these problems, many industrial de¬ 
signers have set up independent design 
boutiques but have fouid that product 
design projects are few and far between 

Within companic.s, few have employees 
who combine the technical and manage- 
nal skills needed to take on the role ot 
proiect managers for new product devel¬ 
opment projects. With authority in Indian 
companies going more with seniority in 
Iho hierarchy rather than skills and capa¬ 
bilities, It IS very difficult to find employ¬ 
ees who can take on the role of ‘heavy¬ 
weight' project managers even if the 


companies want to set up heavyweight 
I»oject teams. Further, engineers who have 
come up from the shop floor and managers 
in functions like maiketing tend to speak 
a different language altogether. Perhaps, 
like in many Japanese companie.s. Indian 
companies should consider requiring all 
engineers to start in the sales function 
before they go into technical roles. 

Functional chimneys with inadequate 
functional expertise 

The Machine that Changed the World 
[Womack Jones and Roos 1990] and other 
studies of the world automobile industry 
clearly established the difficulties inher¬ 
ent in following a sequential approach to 
product development such as from re¬ 
search to development to engineenng to 
production engineering to manufactunng 
and so on. In this sequential approach, 
delays were enocmic with each functional 
department returning the product to the 
previous department lot changes and 
modifications. In contrast, the develop¬ 
ment of new products through empowered 
cross-functional teams and the use of 
teclini(|ues like concurrent engineenng 
enabled Japanese companies to develop 
products in much shorter cycle times 

In India the problem of functional chim¬ 
neys IS compounded by the lack of depth 
in the expertise of each functional area 
Deep functional expertise may be as im¬ 
portant as cross-functional integration lor 
.successful new product development 
(Sobek, Liker and Ward 1998] The lack 
of expertise in Indian companies means 
that functional departments take longer 
than they should to solve problems a>.d 
that they sometimes do nut resolve pmb 
Icms comrietcly. thereby necessitating 
rework at a .subsequent stage This makes 
philosophies like ‘do it right the first time' 
that much more difficult to implement. 
The lack of functional expertise and cer¬ 
tain key skills like process engineering 
makes it more difficult lor Indian compa¬ 
nies to ab.sorb technologies .sourced horn 
elsewhere One Indian company in the 
electronics sector entered into a fresh 
collaboration agreement with the same 
technology supplier after the conclusion 
of the first one with the hope that they 
could “at lea.st now achieve the same levels 
of yield as theircollaborator”-astheCEO 
told one of us,'^t least wc now know what 
que.stions to ask“. 

Indian companies need toconsiderusing 
focused training programmes to improve 
functional expertise. Besides managerial 
and behavioural training, they could use 
company wide initiatives like'IX} Manage¬ 
ment or total productive maintenance to 
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improve inter>futictional and inter-divi- 
sional cominunicalion ami co-ordination. 

Size and nature of the domestic market 

One of the constiaints to product 
development in India is the sire of the 
domestic market. Markets appear large in 
terms of raw numbers but many products 
have faced limited ulf-takc because of 
limited purchasing power and high price 
sensitivity. This makes investment in 
moulds and dies a iisky proposition 
Sophisticated compuier-bas^ tools loi 
product development .such as three dimen¬ 
sional computer-aided engineering and 
rapid prototyping are also very expensive 
by Indian .standards and there arc few 
public instilutioas that pi ovide such facili¬ 
ties 01 services on him Theic was earlier 
a tendency to make do with less sophis¬ 
ticated design and production methods 
with lower investmenis However tlial is 
now proving lobe a major stumbling bliK'k 

An Indian cnginceiing company keen 
to improve its products undertook a major 
rcstruciumig ol its product development 
oiganisalioii and processes and encoun¬ 
tered this problem Tile company hadtiadi- 
lioiiaily u.scd vciidois with relatively un¬ 
sophisticated ptoduition proces.se.s, as it 
required small volumes at low cost But the 
new products envisaged by the reslructui- 
iiig needed the use ol signillcantly betlei 
manufactuiing piocesses which would 
requiremajorinvesimentsby vendois The 
vendors were reluctant to make these 
mvc.stment.s given the histoncal volume 
levels ot the company Fhe company itselt 
had a culture ol maintaining long-term re¬ 
lationships with vcndois and was reluctant 
to lorce the is.suc with them Thisim/;u.ise 
proved to be a major bottleneck to improv¬ 
ing product development capability. 

The exposure ol Indian consumers to 
iiitematioiial products with then superior 
finish has ina^ product development that 
Ignores external appearance diiticult to 
sustain Some companies that have taken 
the risk based on caieful and insightful 
understanding of usei nerds have been 
highly successful. Coiinbatore-hased Elgi 
group developed and l.iunched a sleek wet 
grinder that looks mote like aii inter¬ 
national kitchen appliance than the con¬ 
ventional “wet grinder with a motor-at¬ 
tached* common in south India The Elgi 
Ultra has recouped its investment and more 
in spite of a price premium over other wet 
gnnders in the market. 

Constmetive rolcfof top management 

For Indian companies large investments 
m new product development represent a 
major change in mindset. Thc.se tnve.st- 


ments are also huge from the point ol view 
of the companies themselves.Telco'sinvest- 
ment in the Indica project is many times 
Its profits (Ks 2,940 million in 1997-98). 
Failure to recover a major part of these large 
investments could have senous implica¬ 
tions for the bottom line ol these companies. 

Visible lop management involvement 
by CEOs like Ratan Tata of Telco and 
Venu Snniva.san ol TVS Suzuki has been 
a feature ot recent large new product 
development elfoits in Indian companies 
While tlic quantum of the investments 
involved make top management involve¬ 
ment ineMtable, more important is the 
nature ol lop management involvement 
International studies show that about 80 
percent ol the litccycle costs of a product 
are determined by decisions taken in the 
early stages ol product development (The 
El onomist, 1994). I'his suggests that if the 
lop management is to contribute to the 
eliectivcness ot a project, it has to get 
involved early At the same time, top 
management has to lelrain from second- 
guessing ironi line .managers who prob¬ 
ably undetstatid the market better Indian 
managerial traditions of dcleiring to au- 
thoiity and pushing decisions up the hi 
erarehy could be dangerous in this con¬ 
text Hie Ijpanese advocate an approach 
described by the term ‘.subtle control'; we 
need to tinci appiooches suitable to the 
Indian context 

Unlortuiiaiely, as mentioned eai her, the 
dyslunctionaiities of hierarchy and bu¬ 
reaus 1 acy aic visible in many Indian com¬ 
panies Theic IS a strong aversion to em¬ 
power younger m.inagers At the same 
time, senioi managers and the top man¬ 
agement may lack the qualifications and 
expc'iience to lead a product development 
ettort and take related strategic decisions 

As mentioned earlici. the best way to 
inciease die ^lltces,s ot product develop¬ 
ment activity and to ensure that scaice le- 
.sourccs are utilised well, is to put in place 
a well-structuied product development 
priKcss lUliu h and Eppingcr 1995). This 
IS not a substitute lor strategic analysis and 
careful selection ot new product ilevelop- 
ment projects, but improves the chances c* 
a parltculai project’s succe.ss once a de¬ 
cision to develop a product has been taken 

I'o encouiage the u.sc ol such strut tuicd 
pnu esses, one approach pra.sti.sed by an 
Indian company with .scveial successltil 
product launches to its credit is lor the 
CEO to take majoi decisions hut only after 
ensuiing that a structured process is fol¬ 
lowed. and a complete analysis is done 
Though the project team leader docs not 
have the auihonty to go ahead to the next 
stage without a go-ahead from the CEO, 


the CEO makes sure that the decision Uv 
is taken emerges from the deliheratii 
among the product team, subsequent 
their following a structured process will 
a TQM framework. Following this dis 
pline IS expected to be gotxl for the con 
pany in the long lun, make managers fa 
more comlortablc about making majc 
decisions, and at the same time confin 
the commitment and involvement of tti 
lop management. However, the dang^ 
hea' IS that once there arc too many piotj 
nets being developed, such involveroef 
may not be possible. In iai't, in anothe 
Indian engineering company with a goc 
rocoid ol product development, tlw to 
manugement has laid down a wcll-defin 
.stage-gale process ICtuiper 1990) but wit| 
too many gales (a'views) - these imp 
progress in the project. This points to I 
need to fine-tune the number ol stage.s an| 
gales as the product development activitG 
becomes a moic routine activity, os tj 
dillcicntiale between product (k'velopilier|( 
projects depending on their criticality 
complexity and resource intensity. f 

Alluou ei. learning and product integriM 

Both Telco and 'I'VS Suzuki have us^ 
a mix ol in-housc skills and carefully ouf; 
sourced .ipecilic skills and technologi' 
trnm intei national vondois to develop If 
liidica and the Sjiectta respectively. Ft ^ 
example. TVS Suzuki has consulted spe l 
ciali.sts in the areas oi gear tran.smissior' 
flames and handles to provide stabilit , 
while keeping noise levels low Thi 
suggests that a major challenge foi India 
companies is to manage alliimees wit^ 
multiple design and engineering consul 
ants It also means that the core produt 
development teams, in addition to bein 
cross-functional, may also he multi) 
organisational, thereby increasing Ihj 
complexity ol management of the deve 
opment process 

This approach has important implied 
turns h'r product architc*cturo. At th; systert 
level design phase, clear interface spect 
fications have to be set so that the con ‘ 
trihution.s o( dillerent alliance partneiL 
can be integrated For Indian companies ^ 
systems design, eiigini'eiing and manage^ 
mciit IS thus a critical .skill because intd 
gration across the contributions of th| 
dilfcrcnt partners has to take place withi' 
the company developing the product il| 
Still Obviously, undersucluircumstance 
maintaining product integntj is .i majej 
challenge 

A related issue is the need r • put in plac 
mechanisms lot learning trom the allianc: 
partners Alter all, any lonipany tha! 

I itends to make the development an*! 
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aunch ut iil-mi pnHiucts a key feature of 
ts competitive ability cannot he eternally 
lependeni on external consultants for core 
Mtxluci development capabilities In gen¬ 
ial, Indian comptinies lijve not shown 
•hemselvcs to be vers eood ut structuring 
tppioprialc learning meihanisms to Icam 
juickiy trom joint venture nr stiategic 
•Uiiancc paitncfs Iliis is clearly an area 
*)f concern 

.Manafnnf; the R tiiul l> /««< non 

Indian companies ha ve historically been 
investois in R and 1) with investment 
' n K and 1) as a percentage ol sales being 
:pell below I pei ceiii In last, a lecenl 
(jstudy by ('huiidra and Sastt y (1) show s 
/|hut III a sample ol liinis. on an aveiage, 
i,).84 per cciii ol sales wcie mvesleil in 
^ntcmal lesc.itcli and developiiicnl, and 
joinder 4 piM cent ol sail \ on acqiiitmg and 
j;'ib.soihing new technologies But mniiv 
i;:onipaiiies aie now l.iccd with the chal¬ 
lenge ol cR'Jting the neeessaiy capabilities 
lin-house at least those capabilities which 
tjire ul the c(lie ot the pioduets they develop 
i^Whilclhe pi event approach is toundeitakc 
tspccilic K and I) piojccts lelated to s|x‘c i 
4ic produeti- on die anvd. soon companies 
"^ill have 10 start long-tciin K and D 
^irogrammes on gcneiic technologies if 
(hey want to be Icadeis oi quick mutators 
Vathei than slow lollowers (’'hoosing the 
.right tcclim'logies to develop loiecastmg 
technology iiaiectoiies and aiitieipatiiig 
tiew developments arc becomtiig impoi- 
tani Few Indian companies have these' 
Icapabihtics at this jx.iiit ot time 
' Roussel Saad. and f iickson (M>‘>l) 
'advocate an appioach c ailed ihiid gciiera- 
tion R and D in whn h "K and D seeks 
to a'spond to the needs ol esisting busi- 
nes,scs and to the additional needs of the 
eoqMiratioii while at die same lime eon- 
tnbutmg lo iIh' ideiitilicalion and exploi¬ 
tation ol technolocic.il op|Hiituiiities m 
existing and new businesses (ieneiul 
management in the thud generation mode 
(institutes a sir.itegic and opeiaticmal part- 
jnersliip between R and D and the olhei 
(Vital lunciions in wliieli K and O chal- 
|lengcs and helps delme the c'(>mpany’s 
real leehnologicul needs both today .ind 
.toiiiorrow. in addition lo helping meet 
, tho.se needs” tp ■>S) 

( Howcvei in iiiosi Indian companies. R 
. and I> lacks the stalus lo peitoim any sue h 
jrolc Veis lew Indian companies even 
(havehoaid-level represenialion loi the R 
(andDfunction Thepi icticeolappointing 
a chu'l teihnolot;) ollicer (CTO) is also 
,raie and wheic a CIO exiMs. his role 
seems to be concerned more with iiiloi- 
muiion lecliiiologs lew liidi.ui compa¬ 


nies have business managers with a deep 
understanding of technology or technol¬ 
ogy managers with business savvy Cre¬ 
ating such a group ol managers might well 
be crucial lo long-term product develop¬ 
ment success Indian companies have to 
go well beyond seeing R and D merely 
as a source of tax breaks it they are to use 
It sliategically 

InlelU I tual proper tv rights 

Pioduet development in areas of evolv¬ 
ing technologies needs close attention to 
intellectual property rights in term.s of 
patents, regisloic'd de.signs. trademarks and 
copyrights Awareness of thc.se issues in 
Indian industry is conspicuously poor and 
only recentiy have atlempls been made to 
lociisgreater attention onlhisarealGanguli 
1998] A broader question is the whole 
issue of knowledge management Today. 
It IS widely believed that in many indus¬ 
tries physical assets like plant and maehin- 
ery aic* being eclipsed in importance by 
so-called 'invisible assets' (Ilami 1987) 
sue h as knowledge and particular skills 
and capabilities 

As a country, we must admit that we 
have scant legaid tor intellectual pioperty 
lights Whole c lusters ot industries have 
been built around the concept ol reversc- 
enginei'ring and c opying others* pt ixluei.s 
I'he Indian Patent Act ol 1970 which was 
enacted at the height ol out socialist /.eai 
gcK's a long way lo present monopoly but 
provides little incentive lor innovation 
While wc arc moving away irom this idea 
at least on (he statute book, changes in 
mindset will take much longer to happen 
Tfu' C'.SIR c hiet. Mashelkar, has announced 
a nainnal mission to combat patent iliit- 
eiacy. but there's a long way to go 

The above discussion focused on the 
problems laced by Indian companies erc- 
jling diserele, engincc'ted producls In the 
lollowmg sections, we look at some ol the 
specilic problems laced by Indian FMC'CJ 
and soiiwurc ccvmpanics in product devel- 
opnieni 

III 

FMCC and Software 
hast moving lotisuiiier fiooJs 

In the fast moving consumer gixids 
(I MGC'i) arena, the costs ol establishing 
a new iiiodiictorhiand make lailurc a very 
expc'iisive proposition Advertising and 
proiiiotion expenditure for new product 
iaunc he's is ot the order ol hundrc'ds of 
miMions ot Rupees; it the new product 
bills, this investment is laigely unrccov- 
c'lable In recent times, Indian companies 
like Manco (edible oils and hair oils). 


Dabur (foexf produens and beverages) and 
the Himalaya Drug Company (cosmetics 
and over-thc-countcr medication) have 
braved the.se risks to launch a clutch of 
new products. 

Many Indian markets, particularly of 
consumer products, arc characterised by 
large segments (hat arc dominated by low- 
priced products from the unorganised 
sector A challenge for companies is to he 
able to compete tn these pnee-sensitive 
segments 17118 involves development of 
new products within the irontexl of overall 
businc.ss models that operate based on a 
cost structure similar to that of the 
unorganised sector. This problem isequally 
venous for large Indian private companies 
and multinational subsidianes A good 
example of this is Hindustan Lever’s 
attempt to enter the large part (estimated 
to be about two-ihirds) ol the tea markei 
dominated by loose teas | Narayan 1998a1 
The new product, Brooke Bond A-1 tea 
IS actually not a single product, hut a 
collection ol blends .specially and inde¬ 
pendently developed lordittcrent regions 
HI.L's R and D has enabled these hicndv 
lo be created based on teas sourced from 
dilfcreiii tea gaidens (.illowing cost con 
tiol) and manulaclured at third-party, 
regional factories Innovations in supply 
chain management and distribution have 
enabled HI J. tn pnee the product at just 
a 5 per cent premium lo kxise teas 

The aggressive moves by inultinatioiial 
siihsidtancs like HLL lo mimic the lower 
costs of smallci players where required 
and combine this model with their un- 
douhicd marketing clout makes it impera¬ 
tive for Indian FMCG companies to re¬ 
think ihcir strategies and find appropriate 
business mtidels that will permit them to 
compete with the.se strong nvals 

Software products 

Software product development has the 
potential to be a highly profitable activity 
due to the multiplier effect - the variable 
cost ol duplicating software packages is 
very low and every copy sold thereby oilers 
a potentially high contribution Product 
development also enables companies to 
be at the leading edge of technology There 
IS a high dcgicc of prestige associated with 
the international vendors of soltware pro¬ 
ducts like Micro.solt or Oracle Software 
product development would also allow 
Indian software developers to unleash their 
creativity and fulfil the potential for which 
they arc internationally known. 

liic mox'cmenl of qualified engineers 
into the Indian software industry might 
have sugge.stcd that product development 
activity in the software industry is grow- 
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tag fast HowevCT, for « number of rea¬ 
sons, Indian software tirms have concen¬ 
trated dieir attention ixi providing infw- 
mation technology and software services 
rather than developing products. Software 
services enable Indian companies to be 
highly profitidile with reluively low risks. 
The provision of services has been a natural 
transition for these companies from body • 
shopping which served as their entry 
strategy. In the service business, a lot of 
conceptualisation can be done by a con¬ 
sultant or some other intermediary. Ser¬ 
vice projects are well-defined with clear 
deliverables. The main marketing capabil¬ 
ity required is relationship marketing and 
the managenal skills requited are princi¬ 
pally related to project management. In 
contrast, to make money from product 
development, it isessentialtocapture value 
through the marketing part of the value 
chain. But with the principal markets 
(mainly the US) far away that is a difficult 
and expensive proposition. Product main¬ 
tenance over the life cycle of a product 
IS expensive as is providing international 
.support TIte development of software 
products thus requires a different business 
model fiom the provision of services, and 
one that is difficult to sustain. Even com¬ 
panies like Wipro Systems and Ma.stck 
which initially went on the product route 
have subsequently moved away to services 
There arc also institutional and social 
constraints to product development. Soft¬ 
ware product development particularly at 
the cutting edge, also involves close atten¬ 
tion to IPR and knowledge management 
i.ssucs - some of the pioblems associated 
with these have been discussed earlier 
Soltware piracy, in particular, is a major 
dampener to pnxluci development for the 
Indian market Thi're is not enough ven¬ 
ture or risk capital aviulable in India for 
product development. Socially, it appears 
that we are not illing to accept that less 
than 10 per cent of products will succeed 
and continue to attach a stigma to failure 
A different form of the problems asso¬ 
ciated with developing pnxlucts without 
adequate functional expertise is seen in 
the software industry. The need to move 
to greater value addition and beyond a 
competitive advantage based merely on 
labom costs has seen Indian software firms 
making attempts to convert their experi¬ 
ence of developing customer-specific 
packages into more genenc pr^ucts. 
While in the former they have strong 
support and help from tteir customer, 
developing generic products ts a different 
challenge altogether. 'I'he lack of domain 
expertise within the software industiy has 
miide this transition ditficuU even without 


considering other issues nidi as capturing 
user needs for generic products and 
marketing the products effectively. 

A demanding local customer base is 
believed to enhance product quality [Por¬ 
ter 1985], The absence of such a sophis¬ 
ticated customer base in India, as also die 
size of the dome.stic market have stunted 
software product development. The 
Mumbai-ba,<ied Mastek, for example, had 
developed an enterpnse resource plan¬ 
ning (ERP) software, MAMIS, inthe early 
1990s. But this product was not able to 
withstand the competition from established 
ERP packages when they entered the 
country [Thiagarajan 1999] Inconuast. the 
Chennai'ba.sed Ramco Systems has had to 
invest Rupees one billion in creating 
Marshall, a $ophi.sticated ERP system that 
has been .sold in international markets. 
Ramco Sy .stems has overcome some oi the 
problems of (he domestic market by ag¬ 
gressively seeking loreign customers; but 
this has bwn possible only because of the 
focused strategic intent and large pool of 
invcstiblc resources available with the 
company [Murthy and Krishnan 1999] 

Olher opportunities 

Notwithstanding the somewhat pessi¬ 
mistic pictua* presented ot the problems 
faced by Indian companies in new product 
development, it is important to rcaii.se that 
there are also tremendous opportunities 
for these companies. Products designed 
by MNCs are not always appropriate tor 
Indian consumers and there arc many 
opportuniltcs for Indian companies to use 
their superior understanding ol Indian 
tastes, preferences and habits to design 
products to meet Indian needs The 
development ot an improved air cooler. 
Symphony, by the Ahmedahad-based 
Bakcri group is an example ot a product 
designed to meet the unique ctxiling re¬ 
quirements ot Indians in dry and hot 
summers in north India and yet not com¬ 
promise on external appearance Mosquiti 
repellents and coiK (such as Gorxl Kmght), 
accounting sottw.src packages like Tally, 
and the .saxilcrcttc, Senoty. dc-signcd and 
manufactured by TVS Suzuki arc other 
examples of products .specially de.signcd 
foi the Indian market by Indian companies 
that have achieved considerable success 
in the market 

Besides opportunities within India, there 
are also opportunities in external markets, 
particularly in other emerging economics. 
There have been notable successes here 
as well, such as the export of buses to 
Sri Lanka by Ashok Ley land, and to 
Bangladesh by Tclai. Tractor manufac¬ 
turers have addressed external markets in 


Africa successfully. Manufacturers of 
nigged, and dust resistant niral telepl 
exchanges based on technology devdl< 
oped by the Centre for Development olf' 
Telematics have also been able to expon; 
their products to some African nations ann 
Vietnam based on the appropriateness on 
the technology to Indian conditions. IndiK 
has a unique advantage in being a low-| 
cost economy and yet having relatively: 
belter product development and manufac-’ 
turing infrastructure than many otherf 
emerging economics. 

The cost advantage of India’smanpower: 
can also be used to develop products foi 
moie sophisticated markets in associadon 
with foreign companies and MNCs. A 
number of MNCs such as Unilever and 
Texas Instruments have already set up R 
and D or product development cemres in 
India to take advantage of Indian skills | 
and capabilities Small Indian firms may 
also be able to offer such services to larger 
companies abroad. A Coimbatore-based j 
company, Soliton Automation, works as! 
part ol the network of National Instni-! 
ments, a large US-based automation com-1 
p.iny, to develop new products for auto-1 
mation sy.stcms both in India and abroad. I 
I here are therefore a number of potenUal! 
hcnelits lor Indian companies developing' 
a piuduct development capability. 

IV 

Questions that Remain 

In this paper, we have looked at the 
problems laced by Indian companies in 
adopting the ‘best practices* for the 
management ot new product development 
projects There is a need lor contextual 
research and expenence-sharing on how 
these piohlcms can be ovcicome. We list 
below somcol tIicquestitHisthat we believe 
need to be addressed' 

(1) In the contemporary competitive con¬ 
text, should Indian companies develop a 
new product development (prinetpaliy 
design) capability first, or should they 
attempt to move directly to an integration 
ot new product development with cost and 
quality initiatives such as TQM and value 
cngincenng? 

(2) Arc there new ways in which Indian 
companies can quickly develop vendors 
with design and development capabilities 
to whom product development of sub¬ 
assemblies or components can be sub¬ 
contracted? Should companies encourage 
qualified existing personnel to .set up their 
own ventures as a method of achieving 
this'’ Or would it make more sense for 
companies to concentrate on in-house 
development until such lime as a better 
vendoi ba.se emerges? 
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’-(3) How can Indian companies develop a 
' quick teaming capability? What do they 
'need to do to he able to manage design 
or manufacturing alliances better? 

'(4) What is the appmpriate role for top 
' management in product development in 
'' the Indian context'^ What kind of mechan¬ 
isms should the top management use to 
* get involved in new pniducl development? 
.(5) What kind of technology strategies 
should Indian companies adopt? What 
balance of current pnxluci-focuscd R and 
' D and medium/iong-ierm R and D pro- 
’ grammes should Ihcv adopt to ensure 
present and future competitiveness? 

' (6) Based on international expenence, is 
' there anything the government or industry 
associations can do to improve the avail¬ 
ability of manpower ith design capabili¬ 
ties'* Should there be any aliempi to wean 
away people from moving towards the 
software industry'* 

(7) How slutuld Indian companies look at 
markets and customer neeils so as to he 
able to identify adequately large segments 
thatcouldjustiiy large investments in dies, 
moulds and manufacturing technology for 
large-volume production of international 
class new products'* 

(8) Whatbusinc.ssmodelsdoIndian FMCG 
companies need to adopt to compete 
successfully with multinationals'* 

(9) What lessons can he drawn from the 
limited experiences of Indian companies 
in ,soltwaa* product (tevelopment'* Can 
(and should) the government try to help 
Indian companies overcome the bamers to 
software product development'* If so. how'* 

While we acknowledge that these are 
broad questions that probably cannot be 
answer^ in single studies, we believe that 
smaller research studies need to be de¬ 
signed within this laigcr context 

V 

Conclusions 

Studies across the w< irld on the competi¬ 
tive advantage of nations have shown that 
a historical emphasis on industnal inno- 
vauun by aiommunity or the local govern¬ 
ment has lead to the development of a 
critical mass of firms and associated 
ancillary units, eventually leading to the 
region's long-term competitive advantage 
Product development has been a neglected 
area in India for a long time to the det¬ 
riment of Its competitive advantage 
Whatever little pr(xlui.t development has 
taken place has been to counter situations 
where the Indian firm has been denied 
imported products or where the imported 
product was unsuitable for Indian condi¬ 
tions More emphasis in product develop¬ 
ment has histoncally been placed on 


making modifications of existing prod¬ 
ucts for Indian conditions than on creating 
entirely new products. 

With little historical tradition of indus¬ 
trial innovation, especially in the creation 
of new products, Indian firms struggle to 
overcome a handicap. Research emphasis 
on new product development areas that 
address concerns of Indian firms is tlwre- 
fore wcicomefromboth practical and indus¬ 
tnal policy points of view. Such research in 
the Indian context may also provide a base 
to extend and test results obtained from 
studies in the indu,striaily advanced coun- 
tric.s Moreover re,search on new product 
developmentinlndiacancapturenew para¬ 
meters of the product development pro- 
ces.s that can he te.sted in the industnally 
advanced country context of earlier stud¬ 
ies These can also lead to the generation 
of contingency models of new product 
development. Besides academic research, 
there is a need to pool the experience of 
consultants and the companies themselves 
about how they have overcome some of 
the constraints to product development in 
India desenbed in this paper. 
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Organisational Arrangement for Leamii^ 

in Indian Firms 

Case Study in Automotive Sector 


NMrinalini 
G DSandhya 


Based on a sample affirms - component suppliers to two major automotive manufacturers - in and around] 
the National Capital Region (NIC) of Delhi, this study shows the variation in the learning ability, intention- 
and effort, depended upon the strategy of the firm. The variation is aLw depended on whether the firms 
want to be market leaders, followers or imitator.\. Depending upon the firm‘s strategy, efforts are made 
to build the firm’s absorptive capacity. Tiny firms operate basically at the lower end of technology and 
hence learning is at the operational level and efforts are not made to retain humanpower. The linkage has, 
however, resulted in learning on productivity improvement through time, inventory and resource manage- 
ment. The firms that have joint ventures with buyers make special efforts to tram and retain humanpower. 
They also have technological collaborations with world market leaders in their respective fields. 


I 

IntnMluction 

FIRMS are continuously learning, but what 
diffcrentiaics one from the other is the 
vanation in their strategy, learning ability, 
the intention and the effort Learning is 
not an automatic procc.ss. The question is 
why should a firm make efforts at learn¬ 
ing? In what way docs it help the lirm in 
Its performance in the iharket'' Through 
the process of learning, firms try to create 
as their specific assets, the human em¬ 
bodied capabilities This not only enables 
them to develop capacity to innovate but 
also builds the knowledge base to assimi¬ 
late the external knowledge for their own 
benefits. Hie capability to innovate and 
at the same time gain from others' inno¬ 
vations is, to a great extent, dependent 
upon the way firms oiganise themselves. 
What cannot be easily imitated is this 
internalised knowledge, skills, and prac¬ 
tices that a firm develops over a penod 
of time followed in a given organisational 
setting. There is a great deal of van^ion 
in organisations in terms of their learning 
abihties, intent and the effort. According 
to Cohen and Levinthal, R and D has two 
faces,io generate new knowledge and also 
to develop capability to absorb and as¬ 
similate existing knowledge to its ben¬ 
efits Firms invest in R and D for leanung, 
which in turn telp firms build their ab¬ 
sorptive capacity (Cohen 1989,1990]. This 
gives the firms a priori a knowledge base 
to venture into new and emerging areas. 
So. the firms invest in capability-lmiiding 
prDce.ss based on their technological and 
market strategy. Depending upon the stra¬ 


tegy, to be a market leader, a follower or 
an imitator, a firm would follow a parti¬ 
cular pattern of skill development and 
organisational learning. This would 
broadly set the boundary lor a firm in 
terms of .strategy for human resource de¬ 
velopment, sustenance and retention Any 
change in the strategy would mean con¬ 
certed efforts in building absorptive capa¬ 
city in the new area. At»oiptive capacity- 
building can be cither for using the exist¬ 
ing knowledge base or to create new 
knowledge. It could be for developing 
skills at any level like, conceptual, manu¬ 
facturing, production or at the operational 
level. Basically this means that a firm’s 
absorptive capacity could be in basic 
research, manufacturing, production, op 
crational. organisational skill or a combi¬ 
nation ot all depending upon the strategy 
of a firm. It is this variation among dif¬ 
ferent firms that we arc presenting in the 
form of vanation in learning patterns. 

The focus of this paper is to dclinea'c 
some of the unique patterns of organi¬ 
sational learning, depending upon the 
strategy they adopt An attempt has been 
made to explain the level and nature oi 
skill development in the Indian context by 
presenung the vanous patterns of learn¬ 
ing This paper is based on the survey of 
25 Brms in the automotive sector in and 
arouml die National Capital Region (NCR) 
of Delhi, India. These firms include two 
major Indian automotive manufacturers, 
I c, Maruti Udyog (car manufacturers) and 
Etcher (u-actor manufacturers) and their 
components suppliers. They qperate in the 
National Capital Region (NCR) of Delhi, 
with anetwork of suppliers. Maniti Udyog 


was established as a fully-owned governj|| 
ment company for the production of laige^ 
scale manufactunng of fuel efficierig 
economy cars tor the masses. The comm 
pany entered into a licence agreemer^ 
with .Suzuki Motor Corporation of Ja| 
fortcchnology. Maruti Udyogcommeno 
Its production by assembling import) 
components. The firm started sub-con; i 
tracting its requirements for vanous com. 1 
ponents from 1985. Initially only IS pc' 
cent of Its components were locally pro . 
dured but now 95 per cent of Maruti' 
component requirements are sub-cone 
tracted to suppliers who range fhim tin^ 
sector firms to small and medium sea 
firms. Many .supplier firms got establis 
gradually over the years, to cater to th 
lequiiemcnts of Maruti Udyog. An inteij 
esting feature is that the people who wen 
working with Maruti established manj 
liny or small'.scale firms. They were i 
people who understood Marub's rcquirel 
ments and had acquired the basic knowl|' 
edge base because of work a.ssociatioi 
with Maruti Udyog. Maruti has a joint 
venture withequity participation with thosa' 
firms who supply to them critical and hig|, 
value components that require heavj 
investment. They also have purely lech', 
meal tie-ups with certain supplier firmi 
and help them financially when they an|. 
m need. Other than this they also obtainefi 
components from tiny firms that are noj, 
value added and the technology is monj 
or lc.ss standardised. { 

In the case of Eicher, in early 80’sl 
roughly SO per cent was produced int 
hou.se and SO per cent wa.s .sub-contractccf 
out Now. 90 per cent of its requiremenu’i 
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ire sub-contracted out. They also have a 
ange of their suppliei frrrm tiny to small 
*nd medium scale nmus In this study we 
ave covered only suppliers in the any 
ector. 

II 

Learning and Organisational 
Arrangement 

' In the present context, a firm's compeii- 
ive strength is determined by its ability 
0 create, acquire, proceiM and a.ssimtlatc 
:nowledge. in a difteiem way from that 
{>f its compctitor.s Giavm has defined a 
reaming organisation as the one that is 
• skilled at creating, a^quiang and trans- 
■'ening knowledge and at mrxiilying its 
oehaviour to reflect new knowledge and 
Insights’ (Cravin 198)]. Any firm that is 
herforming is learning. What has to be 
lindcrstcKxl is the variation in the learning 
iibility, what one learns, what sort of eflort 
liS made for learning, what aspect is 
Ismphasiscd for Iciinuiig and the various 
^odes of learning What differentiates an 
■innovative firm from an adaptive and that 
■from an imitative hrm is the variations in 
•the above mentioned characieri.sties. 
^tlrganisational learning is a process 
through which knowledge is intcnialised 
'and cumulative knowledge base is built 
|Thi.s is the poor knowledge base or the 
absorptive capacity that helps firms to 
access infoiTnation on newer and emerg¬ 
ing technological signals and also to 
assimilate the knowledge that gets gener¬ 
ated both internally and externally to the 
firms. This is by sharing infoimation 
amongst different units within the 
organisation and thn>ugh linkages with 
the external world Km iwledge is accumu¬ 
lated or even shared over a longer period 
ot time fAoki 1986] It is an asset that gets 
generated due to the concerted effort ot 
the firm.s. Firms can Icam through various 
ways and buyer-supplier linkage is one 
such method Long peiiod ot a.s.sociation, 
especially in buyer-supplier relationship, 

' can result in the development of certain 
I relabon specific unique a.s.scts [Dyer 1997] 

' This once intemali.scJ enhances the ab- 
I sorptive capacity of a firm. In this paper, 
by taking up specific cases of buyer-sup- 
' piier relationship, wc are trying to see 
< whether there arc any significant ob.serv- 
' able patterns of teaming and what is the 
‘ rationale behind such patterns? 

There arc several w.iys of learning hut 
' it can be understood in terms of self- 
learning (learning by doing) and through 
interaction (formal educational and 
otganisational training). Learning by doing 
helps in accumulating the existing know¬ 
ledge base and the tacit knowledge that 


gets accumulated among the individuals 
is something that is meaningfhl for an 
innovative firm. Every learning process 
facilitates tacit knowMge building and 
what is essential for any firm to be inno¬ 
vative and compeuiive is to make best use 
of this knowledge. It is the skill that gives 
a shape to knowledge in the form of a 
product, process, design, etc. The formal 
education and the formal training helps in 
enhancing the absorptive capacity of the 
individuals. Along with this, problem 
solving in the workplace enhances the 
ability to create new insights into the 
existing knowledge base or facilitates 
create new knowledge. Firms who want 
to he market leaders will have to venture 
into this sort of exploratory research 
fordoing things differently from their 
competitors. They will have to invest in 
R and 0 activity to reap benefit in later 
years It is here that the vanations in 
empha.sis on learning and skill develop¬ 
ment gets reflected through the invest¬ 
ment a firm makes, the training it pro¬ 
vides. the linkages it has with the external 
environment 

We will try to explain differences in the 
organisational learning, through the lim¬ 
ited cases we have looked into. These 
cases do not provide exhaustive details, 
but are good enough to sec through the 
nuances. There arc units where the cnae- 
preneur has icstncted the learning and 
internalisation process to himself. His 
learning has been based on his work 
experience in similar activities in a firm. 
This has been observed mostly in the case 
of tiny firms. It is the entrepreneur, who 
docs both the technical and financial co¬ 
ordination of the unit. This is the situation 
where the entrepreneur does not want to 
invc.st in machinery and manpower and 
so, operates at the lower end of the tech¬ 
nology and manages the unit with semi¬ 
skilled and unskilled labour. Most of these 
units are linked to either some small or 
large .scale firm as vendors. This linkage 
has helped these units in increasing their 
productivity and also has made them 
quality conscious. Through labour-inten¬ 
sive techniques they are able to cope up 
with the .stnet quality requirements of the 
parent com'-anies. This was observed 
especially in the case of Eicher and their 
vendors who arc any units. In all these 
uniLs, raw hands are picked up and given 
'on job training’, but no effort is made to 
retain them So, this trained humanpower, 
which does not stick to a piuticular firm 
has resulted ir the creation of a pool of 
skilled and semi-skilled labour in the 
industrial area and so the units there have 
easy accessibility to this resource. With 


this sort of organisational airangement, 
learning is throu^ the initiative taken by 
the entrepreneur and also challenging jobs 
given by the parent firm. By participating 
in the 'self certiEcation scheme’ of Eicher, 
that imparts training to Erms on adherence 
to quality, timely delivery and resource 
management. The learning process has 
been in various dimensions like, inven- 
toiy management, cost saving practices, 
producing quality products that has helped 
them in attaining productivity gains. 'This 
has also helped tl^ to learn to maintain 
their machines, better operation of the 
same and also introduce certain changes 
in the existing machines for tteir specific 
requirements. The challenge posed by the 
parent company has helped in the devel¬ 
opment of btitcr component that has helped 
the parent Erm in saving cost This was 
observed in two of Etcher’s suppliers who 
after identifying the problem with the 
component have taken the initiative to 
improve upon tte product by changing the 
raw matcnal and have now become the 
sole suppliers of that component to the 
parent Erm The learning in this product 
improvement helped them in diversifying 
their product range as well. 

The other organisational arrangement 
has been the one where the .supplier is a 
small or medium scale Erm and the learn¬ 
ing is in the form of vertical integration. 
This has been observed especially in the 
ca.se of MaruU vendors Here, the vendors 
have the characteristics of an innovative 
organisation, by not only making invest¬ 
ments to consolidate their market position 
but also are building capabilities in a 
parUcular area through vertical integra¬ 
tion of discrete production activities. In 
the technological front also, the Erms have 
entered mto technical collaboration with 
the world maritet leaders in their respec¬ 
tive fields, fev sourcing the technology. 
Through this arrangement, they have 
trained their manpower that has helped 
them in bringing about technological 
change in their firms. The process of 
learning is internalised through both for¬ 
mal training programmes and also through 
informal on job training. These internal 
trainings have helped to improve their 
productivity through adopEng cost saving 
practices. One of the most important aspect 
in this direction has been to produce quality 
products that has been ingrained in the 
system through concerted learning effort. 
The parent company’s quality standards 
have been met and the products are sup¬ 
plied directly to the assembly Une There 
small and m^ium scale Erms have in turn, 
enforced the same quality consciousness 
to their component suppliers as well. Cost 
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reduction through material saving, inven- 
loi> management has been another impw- 
tant aspect of learning. Another very 
obvious aspect has been the firm's interest 
in expansion and that too in the same area, 
to consolidate their market position. For 
that they arc making not only investments 
in machinery but also in the manpower. 
They are creating firm specific resources 
through sourcing of technology and also 
through special operation specific trainings 
to their manpower. Every product rejec¬ 
tion by the twyer is recorded daily and a 
meeting of the concerned departments are 
held to ascertain and identify the problem 
and the action is immediately taken. This 
has helped these firms in r^ucing their 
rejection rates to a large extent. Here also, 
the learning has been through their own 
effort and also through the interaction 
with the parent company. Atthe same time 
through vertical integration they are en¬ 
suring their component supply. Thus this 
is an innovative organisational arrange¬ 
ment, where investments are made and 
through proper utilisabon of manpower 
uui the machinery the productivity is 
improved and the gains accrued through 
this are further invested in the firm. The 
growth of the component supplier has 
been along with the growth of the parent 
company. In the case of Maiuti, the parent 
company through its lormal involvement 
has help^ the component suppliers grow 
and expand. The stringent qusility require¬ 
ments by the parent company have neces¬ 
sitated the suppliers to go in for invest¬ 
ments and also develop certain capabili¬ 
ties. The suppliers could do this because 
of both, technical and financial support 
from the piuent company. 

m 

Firm Strategy and Structure 

If a firm has to be a market leader then 
R and D for learning becomes very essen¬ 
tial. This would require not only inv&st- 
ments of a high order but also highly 
skilled humanpower with scientific and 
technical qualifications, to equip the firm 
with manufacturing, marketing and 
organisational skills (see Table). The 
formal educational training gives the firm 
a necessary base and encourages them to 
play with new ideas. This is nothing but 
formal R and D with heavy investment and 
uncertainty in the research output. This 
also requires nurturing formal ^ infor¬ 
mal long-term linkages with other research 
institutions, firms, universities, etc. for 
knowledge sharing. It will be more linked. 
As Cohen and Levintiial (1990) point out, 
capability caruiot be built overnight, it is 
path dependent and cunnilative in luture. 


Fbr innovative strategy, absorptive capac¬ 
ity is to be strategised. This m other words 
mean, defining, its nature of investment, 
manpower recruitinmit and development 
policy. Its linkages with the upstream and 
downstream, etc A technologically inno¬ 
vative firm can be said to be the one that 
creates new markets, new products, etc, 
requiring a new type of organisation. A 
growth-oriented innovative firm would 
make more investments for firm specific 
skill development and also would try to 
internalise the same to have competitive 
advantage. Innovative firm that wants to 
create new markets and introduce new 
products and processes would like to 
emphasise learning and skill development 
on all fronts to develop certain unique 
capabilities to have an advantageous 
position What differentiates a technologi¬ 
cally innovative firm from the adaptive 
firm is its n.sk taking nature and behaviour 
as innovative research activity involves 
inve.stments of very high order where the 
returns arc uncertain. 

An adaptive firm is basically a follower 
of the innovative market leader and is 
satisfied by taking advantage of the intro¬ 
duction of new technologies for making 
incremental innovations. For an adaptive 
firm, the strategy being to follow the le^er, 
large-scale investment in the risk taking 
R and D is not necessary. The empha.sis 
would be more at the pr^uctirai techno¬ 
logy level and hence reverse engineering 
and Icarmng by problem solving. The basic 
skill development is both at the manufac¬ 
turing and operational level, in the shop 
floor that would require highly skilled 
labour with more emphasis on ‘on job 
training’ with technically qualified man¬ 
power. As this requires improvements at 
the production process level the emphasis 
of learning would be at this level. An 
adaptive firm would like to emphasise on 
manufacturing, marketing and organi¬ 
sational skills, to have competitive advan¬ 
tage. Absorptive capacity has to be built 
around manufacturing capabilities 

An imitative firm would base its pro¬ 
duction on a .standardised technology 


where there is hardly ai^ scope for iwl 
nological improvements. The em] 
here would bt more at the oper^ 
level and tte learning is at the operationj 
level and not at the research or devel^ 
mental level and hence highly 
manpower IS required Here,seini- 
or unskilled labour can be givoi on; 
training to perform operational Jc 
The imitative firm that operates baskralll 
on price competition and niche maricej 
investment on humanpower as 
resource would be a costly affair and nj 
special effort is made to intemalii^ 
learning through conceited skill devetop 
ment programme. The absorptive capd 
city IS accordingly strategist. This 
the situation observed in a few ca 
studied 

Depending upon the firm’s strateg 
learning pattenis would follow a partk 
lar course, in which, the cinpha.ds ol 
learning for skill development would 
on research development design. engj| 
neertng, production, multi-skilling, repak 
and maintcnaiMre, acces.sing external skills 
etc The labour force can be broadli 
grouped under three categories: (a) witn 
out education, (b) with formal generq 
education, and (c) formal higher educi 
tion with appropnate training. The qua! 
fication base of the labour force in a firi| 
would indicate level and intensity of ski. 
development. 

Multi-skilling in a firm broadens til- 
skill base, facilitates flexibility in swkch 
ing over to newer technologies at the sho 
floor. Multi-skilling practice helps ij 
generating a pool of general skill base anl 
gives flexibility for introducing change 
in the technology. The labmir force heii 
is given on job traimng on all operations 
This IS a practice adopted for genera 
operations and not for specialised jobs 
This practice reduces the dependence oj 
certain individuals tor certain operatiori 
and also a shift from mass scale nnxiuc 
tion to batch production to concunen 
manufactunng. This practice, which i 
ob.served in most of the Japanese finro 
IS also seen in our set of firms but in 


TaBLC OaaANtSA-nONAL ARKANOLMLVr AND SXBi. Di:veLUPMENr 


Fiim Strategy Skill Develqiment Emphasis 


Organisational Learning 


To be innovative and High R and D skill, manufacturing 
market leader skill, marketing skill, 

organisational skills 


Systematir learning etfort in 
R and D, production, marketing 
and organisation 


To be adaptive 
and follower 


Emphasis on manufactunng, 
nu^eung and organisation 
skills 


Systematic learoine vllort in 
production, m.iikcnng and 
organisation 


To be imitaiive 
and survivor 


Emphasis on production, 
operational skills and 
raaiketing skills 


Learning rllort with emphasis 
on production, opcralioiuil 
and nuiiketing 
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Afferent practice basbroughtinthisclumge 
n the skill developmum as well 
. Anotherdimensionofskilldevelopment 
hat is very typical of Indian firms relates 
b their capability to lepair and maintain 
nachinery. This is cumulative knowledge 
vhich one gets through machine opera- 
icm. The ability of a firm to maintain and 
epair its machinery reflects its indigenous 
:apability This requires not only the 
iperational skill but al'io knowledge about 
he functioning of a machine. Tins re¬ 
quires capabilities to understand the 
mrktng of a machine For repairing a 
.nachinc detailed knowledge of the ma- 
!.:htne and its operation is very essential, 
jfhis knowledge can he generated, sus- 
^.ained and maintained through proper 
^low of information among the produc- 
jion, R and D and marketing divisions. 
,rhis requites skilled labour and more 
.implex the machinery is more techni¬ 
cally qualtficd skilled labour would be 
fiecessary. 

The machine operations also help in 
^introducing certain changes in the ma¬ 
chines for specific lequircments This 
j^cnowledgc results in Hrm’s ability to 
develop and use certain customised nia- 
ohineiy and also to icpair and maintain the 
isame. 

I Innovative firm and the skill devchp- 
menr. FOr an innovative firm to be tech¬ 
nologically ahead it is essential for the 
firm to internalise the skil I at various levels. 
Skill development has to be supplemented 
with technical qualificatiim to enneh the 
.IdKMir force with manpower suited for 
responding to the fast changing techno¬ 
logical requirements So, the ‘quality' of 
the labour force would indicate the firm’s 
technological level of operation - frontier 
areas or the established and well tried 
out technology. At this juncture it is 
essential to elaborate about what an inno¬ 
vative firm would be? An innovative firm 
would make an effort to shift from 
uneducated labour to educated labour with 
training and try to develop firm specific 
resources. 

' Small and medium scale finns who have 
j either joint venture with Maruti or arc the 
sole suppliers of high tech components 
to Maruti have employed skilled labor, 
lliesc firms arc tiying to be the market 
, leaders and also arc entering the global 
market. In this case, what one observes 
is that the firms have skilled labour at all 
the three levels - conceptual, manufactur¬ 
ing and operational. In this case the quali¬ 
fication along with on-job training is a 
common feature. One of the impoitant 
dimensions to this is also the linkage with 
the parent company. The vendor is part 


of the network that also helps in the 
necessary flow of information and ex¬ 
change of information. 

In the present context for an innovative 
firm it is very essential to have a skilled 
labour force which can adapt to changes 
veryfast Thelabourfbrceshouldbetraincd 
in such a way that the switching over to 
new technology along with the labour 
transformation is asmoothfHocess. Hence, 
the multi-skilled labour force in a firm 
would indicate a firm’s ability to intro¬ 


duce changes fast, ndneh in torn is one 
of thecharacieristics of an innovative firm. 
The larger the firm and also with more 
compheated technology again one 
serves multi-skilling as a practice spe¬ 
cially adopted by the firms at the shop 
floor at tile operational level. Job rotation 
is meticulously followed in many of these 
firms as a part of the new p^uction 
management practice. 

Internalising skill at all levels is achara- 
cteristic of an innovative firm. The impor- 
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tarn aspect here is the ability of a fimi to 
conveit this incfividual knowledge to a 
fifin’ 8 knowledge base thiough systenudi- 
sation. Repair and maintenance personnel 
have to be the people who operate the 
machines. Through repeated operations 
they would have understood the tnachme. 
This tacit knowledge has to be systemati¬ 
cally recorded. This skill is developed 
through constant usage of the machines 
and a knowledge base about the machine 
gets generated. Reverse engineering is one 
way that the firms have tried to understand 
and develop machine-s for their require¬ 
ments. This is an indicator of innovative¬ 
ness as it results in the generation of new 
ideas, which has helped many of the firms 
to design machines with specifications. 
Very old machines are also being used and 
repaired and maitttained by the personnel 
who are operating it. 

Adaptive firm and the skill develop- 
menr. Many of the small-scale firms that 
we covered in our study fall in this cate¬ 
gory. They do not have a formal R and 
D structure and the necessary investment 
associated with it. Tliey have not made 
effort to advance their technological 
knowledge base through technological 
collaborations. They have tried to 
emphasisconproductioncapabiliUes They 
basically operate with known technolo¬ 
gies but the challenges posed by the buyer, 
like cost reduction, quality improvement, 
producuon efficiency, etc, helped many 
of these firms to bring in certain improve¬ 
ments and ffiodification.s in the existing 
productionpnxxss Thesefirmsdonothave 
any technical or financial collaboration 
even with Maruti or Hicher but they have 
continuous interaction and participate in 
all their vendor development programmes. 
They employ technically qualified people 
with engitM«nng background. Their basic 
strength is in reverse engineering of the 
known production technology and im¬ 
prove and modify die same for the local 
requirements 

Imitative firm and the skill develop¬ 
ment. The tiny sector firms in our sample 
were basically operating at the lower end 
of the technology. Here tte skill is re¬ 
quired for handling production of certain 
standardised products and for operating 
certain simple machinery. So, in the case 
of tiny firms, labour is picked from the 
available pool in the market. The other 
interesting feature is that this labour pool 
gets generaied because the labour does not 
stick toa firm fora longer period and most 
of them are on daily wages or on the basis 
of job contract. There is continuous 
mobility of the labour among these firms. 
Tlie labour pool that gets generated ranges 


from unskilled to semi-skilled to skilled 
labour. In diis pool, the labour does not 
have any formal technical qualification 
and whatever skill they have developed 
IS through their on-job training. In these 
firms what one has observed is that the 
entrepreneur is a technically qualified or 
a person with technical experience. So. the 
labour here is by and large used lor 
operational work Forthis, qualified labour 
force IS not required. The repeated opera¬ 
tion skill IS the one that gets generated 
As the labour at this level is veiy mobile, 
it has generated a pool of labour force from 
where the firm can get the required labour. 
As the firms are also operating at the lower 
end of the technology they do not want 
to invest in machinery and manpower and 
so manage the firm with semi-skilled and 
unskilled labour. Instead of any long-term 
contact, the labour is employed on .short¬ 
term basis. 

In the tiny sector, multi-skilling is 
observed under various circumstances 
where the firms operate at the lower end 
of the technology fur which they do not 
require certain sp^ialiscd skills, depend 
upon labour from the general pool to handle 
the firm’s requirements. The tiny sector 
has thus generated a pool of multi-skillcd 
labcnir to handle techmilogical icquirc- 
ments at that level. 

In the NCR region what one has ob¬ 
served is that nght from tiny sector to the 
large-scale sector firms have the capabi¬ 
lity to maintain and repair the machinery 
they are u.sing. This can be seen here 
mostly in terms of necessity dnven factor 
Tliis has in long run helped firms develop 
capabilities in machine operation, main¬ 
tenance and repair, whereas most of the 
firms in medium scale and large-scale 
firms have a separate repair and main¬ 
tenance division. An important observa¬ 
tion IS that there is not much of job rotation 
among production and repair and main¬ 
tenance personnel 

Firms in the tiny and small-scale sector 
do not prefer to make large-scale invest¬ 
ments on machinery and its maintenance. 
They prefer to buy second hand imported 
or local machiiKry They try to understand 
the working of these machines through 
repeated operation, which facilitates the 
development of tacit skill. This cumula¬ 
tive knowledge has helped these firms to 
repair and maintain many of the compli¬ 
cated imported machinery. In this process 
they have also introduced certain modi- 
ficatKHis in tlic imported machinery to suit 
their requirements. Here, one can differ¬ 
entiate this activity only in terms of 
systematisation of this repair and main¬ 
tenance activity. In the tiny and small 


scale sector there is no segregation 
repair and maintenance personnel fit 
that of tlw production personnel. 

C0N11.US10NS 

This study shows that all the (inns are 
learning but the organisational arrange¬ 
ment for learning vanes depending upon 
their requirement, investment capability 
and resource availability. Learning is more 
at the individual level mostly in tiny firinsj 
where they are operating at (he lower end 
of (he technology. Re.source constraii^ 
and lack of will to grow has restricted 
their expansion and diversification in the; 
same area Among small and medium^ 
scale firms, the teaming has been inter-^ 
nalised at the organisational level. Here, 
the parent company's growth has a direo 
bearing upon these firms’ growth and 
expansion. In this area specialisation 
through vertical integration as well as 
teaming through firm specific operatioiA 
are practiced. In this case humanpower is! 
treated as resource and inve.stinent is made] 
to tram and retain them. So. both in the] 
tiny firms and in the small and medium 
scale firms learning takes place but the 
diitercnce is of the type, nature and level 
of teaming. 

(Tills paper is based on a study iindenaken by 
the research learn at uur institMu. 10 amve al 
certain measures for innovations For the putpoK. 
of the study we surveyed around 200 films in 
the Notional Capital region (NCRI of Delhi,, 
India The main purpose was to look at process 
indicators rather than the normal output indica¬ 
tors like patents, publicauons, etc ITie authors 
aeknowledge the financial support provided byi 
the National Informoiion System for Science andi 
Technology (NISSAT). India fur undertaking the! 
study Thesupportoffellowculleaguesandpiojecli 
team members, P Ronenee. P Nath, A K Mothur,' 
T Janad, S Visalakshi and S Ruy of NiSTADS,- 
India, IS much an>ieciaied Thanks are also due 
to SubratB Bandopadhyay for all the necessary 
support he provided during dl stages of the 
project 1 
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Performance of Corporate Sector, 1996<97 

JDash 

An analysis of the performance of the corporate sector in 1996-97 indicates that there is scope for expanding 
equity capital and reducing dependency on capital based on loans and borrowings. 


AS on March 31, 1997 the total number 
of registered companies (non-government) 
with liability limited by share was4,49,730 
and their paid up capital is estimated to 
be Rs 1.06,201 crore. In terms of number, 
the public limited companies accounted 
for 14 per cent of the total companies 
limited by share, whereas their paid up 
capital accounted tor 76 per cent of the 
total eitimatcd paid up capital of all the 
companies. On the other hand the pnvate 
limited companies having 86 percent share 
in the total numberof companies accounted 
for only 24 per cent of the total estimated 
paid up capital. The accompaning dia¬ 
gram indicates the composition of the 
corporate sector in term of public limited 
and private limited companies in the total 
number of companies as on March 31, 
1997. The number of registered compa¬ 
nies has increased to4,83,277 as on March 
31, 1998 and further to 5,01,161 as on 
November 30, 1998. However, there has 
been no perccpubic change in the relative 
shares of the public and pnvate limited 
companies in the total number of compa¬ 
nies over tliis period. 

For a better understanding of the analy 
sis made in the subsequent paragraphs, the 
terms public limited company and private 
limited company as per the Company Act 
1956 are explained hei e. A private limited 
company is one which (a) restricts the 
right to hransfer its shares, if any: (b) limits 
the number of its members to 50; and 
(c) prohibits any invitations to the public 
to subscribe for any .shares in or deben¬ 
tures of the company, provided that where 
two or more persons hold one or more 
shares in a company lointly, they shall, 
for the purpose of this definition, be treated 
as a single member. A company which ts 
not a private limited company as defined 
above is a public limited company. 

Even though the total number of com¬ 
panies registered with Registrars of Com¬ 
panies (R(X!s} IS as mentioned in the 
introductory paragraph, the actual number 
of companies in operation in tlw economy 
is not known with a lair degree of accu¬ 
racy. However, the fact that only about 
halfofthecompanieshad filed theirbalance 
sheets for 1996-97 with the concerned 
ROCs by the end of July 1998 leads to 
a conclusion that about 50 per cent of the 


total registered companies are actually in 
operation in the economy and the others 
are defunct. There is no accurate data at 
present available on this. It is due to this 
uncertainty about the universe of the 
corporate .sector in the country, that any 
study about the whole corporate sector on 
thcba.sisofascientincally designed sample 
survey has become impossible. 

A study of the corporate sector on the 
basis of an analysis of7,295 balance sheets 
for 1996-97 has been attempted here The 
paid up capital (PUC) of each of these 
companies was Rs 50 lakh or more as on 
March3l, 1997. The total paid up capital 
of these companies as revealed from their 
balance shccLs was Rs 35,321 crore which 
IS about 33 per cent of the total estimated 
PUC of all the companies. Of these 4,768 
(65 percent) companies are public limited 
and 2,527 (35 per cent) are private limited 
companies These companies, it must be 
noted, have not been chosen scientifically 
by application of any sampling technique. 
Consequently, any attempt to estimate the 
population parameters of the corporate 
sector as a whole on the basis of this study 
will be mappropnate. Keeping this fact in 
view, only ratio analysis of ceitain impor¬ 
tant financial parameters such as paid up 
capital, borrowings, reserves and surpluses, 
total assets, net fixed assets, dividends, 
interests, sales, incomes and profits has 
been attempted (Table 2). The number of 
companies under study being fairly large 
and each company being a large si/.ed one 
(A company with PUC of Rs 50 lakh or 
more is considered as a large sized com¬ 
pany), it is expected that the conclusions 
of this study will be valid for the entire 
corporate sector also. 

Table 1 presents ceilain financial para¬ 
meters compiled from the balance sheets 
of7,295 companies for 1996-97, arranged 
as public limited and private limited 
companies ar-1 within each group further 
categorised according to the main activity 
such as agriculture, mining, manufacturing, 
electricity, gas and water supply, construc¬ 
tion. wholesale and retail trade, transport, 
storage and communication, finureial. 
insurance and real estate activities and 
social and community services. E»ch of 
the companies has bran assigned an in- 
dwitrial activity code as per its main 


activity. In alloting the code, the National 
Industrial Classification 1987 prepared by 
the Central Statistical Organisation, of the 
department of statistics, government of 
Inda has been followed. The 7,295 com- 
pames under study consist of 3,187 (44 
per cent) manufacturing, 1,586 (22 per 
cent) wholesale and retail Uade, 1,904 (26 
percent) finances, insurance andreal estate 
business companies while the remaining 
618 (8 per cent) are in agriculture, mining, 
construction, transport and storage, and 
community and .social service activities 

Sources or Fund 

Equity capital (paid up capital), bonrow- 
ings/loans and companies' own reserves/ 
surpluses mainly make up the total re¬ 
sources available with the companies. ITiis 
is also the total assets, net of current liabi¬ 
lity of the companies. The study of these 
figures from the baluice sheets pertaining 
to the year 1996-97 indicates that at the 
macro level, in public and private limited 
companies taken together, equity capital 
accounted for about 11 per cent, reserves 
and surpluses accounted for about 26 per 
cent while burrowing/loan accounted for 
44 per cent of the total assets of the 
companies. While this pattern is more or 
less discernible among the pubhc linuted 
companies also, in pnvate limited com¬ 
panies equity capital accounted for 24.5 
per cent, reserves and surplus accounted 
for about 18 per cent and borrowing ac¬ 
counted for ateut 35 per cent Thus loans, 
secured and unsecured taken together, 
constituted a major portion of the total 
resources of the corporate sector. Particu¬ 
larly in the services sector like transport 
and storage, finances insurance and real 
estate, community and social sravices, loan 
was a majm component of the total assets, 
its share being about 51 per cent, 60 per 
cent and 38 per cent respectively in th^ 
sectors. The companies normally avail of 
the loans in the form of term loans from 
financial institutes and banks, demand 
lout, cash credit and bills discounting 
from banks for the purpose of working 
capital; different kinib of debentures, fixed 
deposits and short-term deposits from the 
public, etc. 

Equity capital in the public limited 
companies is observed to be only to the 
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nouDE- Rkoru or NoN-GovEiiNt»rr 
COMM'OES 



Public r*! Pnvate' 


extent of 10 per cent as compand to 24.5 
per cent in the case of private limited 
companie.s. By definition, the equity par¬ 
ticipation base of the public limited com¬ 
pany i.s larger than that of the private 
limited companies. It appears that there is 
sufficient scope to increase the sham of 
equity capital of the public limited com¬ 
panies 

Technical CoEpnciENTS 

Table 3 gives certain technical cocfli- 
aents derived from the basic data com¬ 
piled from the balance sheets and profits 
and loss accounts of the public and private 


limited companies for the year 1996-97. 
These coefficieits am a set of indicators 
about the performance of the corporate 
sector in this particular year. 

Net fixed asseu which include land, 
road, buildings, plant and machinery, 
fomitum and fixtures, office equipment, 
vehicle and any other such fixed c^tal 
constitute about S3 per cent share in the 
total assets of the public limited compa¬ 
nies, 41 per cent in the {vivat^ limited 
companies and 52 per cent in both public 
and private limited companies tal^ to¬ 
gether. This share is comparatively low 
in construction, trade, finance, insurance 


Fame 2 Paid-Up CAPrrAL, Rcsirves and Si'rplusbs and Borsowings as PEsrENTACP of Tofal Assets 


1 


Public Limited Companies 

Pnvalc Limited Companies 


All Companies 


< Industnal Croup 

I 

i 

Code No 

Paid-Up 

Capitol 

Reserves 

and 

Surpluses 

Borrowing 

Paid-Up 

Capital 

Reserves 

and 

Surpluses 

Borrowing 

Paid-Up 

Capital 

Reserves Borrowing 
and 

Surpluses 

t Agricultuie 

0 

1796 

32 32 

30 IS 

23 IS 

17 45 

43 29 

18.64 

3037 

31 87 

1 Minina and quanyma 

1 

19 2.3 

22.11 

40 75 

14.14 

27 27 

36 36 

18 81 

22 58 

4018 

i' Manufaciunng 

2!nd3 

9 9S 

29 8S 

39 9.1 

16 24 

19 82 

40 62 

10 20 

2944 

39 95 

|[Electncily. gjs and water 
' ConstnibiKin 

4 

2 96 

34 96 

49 99 

57 89 

5 26 

23 68 

.1.27 

34 79 

49 84 

S 

16 41 

19 73 

3.194 

15 II 

1408 

38 10 

16 19 

18.72 

34 68 

I Wholesale and wtail trade 

6 

18 26 

29 16 

32 41 

43 02 

15 33 

23 81 

22 34 

26 88 

3100 

•j Tnmspoit. stoiage and 
'< coffimumcation 

7 

7 41 

23.65 

51 49 

17 81 

1844 

44 06 

7 72 

2150 

51 27 

1 Financing, insurance and 
• real estate 

8 

907 

15 08 

61 88 

34 99 

12 50 

27 81 

10.10 

14 96 

60 27 

Community .md social 
, service 

9 

19 87 

24 16 

41 24 

12.18 

28 37 

27 96 

18 22 

25 25 

.1811 



to 10 

2613 

44 94 

24 48 

17 74 

34 68 

10 83 

25 90 

44 42 


I 

Iable 3 Technical CoenitTFNTs 


Industrial Croup 

Code No 

NFA/r Asset 

Divd«>UC 

NTSyBoir 

Sale/Assei Income/Asset ProOAsset 

PBT/PUC 

Prof/.Salcs 

Public bmited iomn<inu‘\ 

Agncultuic 

0 

58 47 

4 79 

17 62 

8 50 

106 02 

3 03 

1690 

35 71 

Mmmg and quarrying 

1 

59 16 

1.12 

477 63 

6 20 

71 56 

1 19 

6 16 

19 12 

Manufacturing 

2 and 1 

60 52 

11 10 

23 93 

8 0.1 

81 76 

3 17 

31 88 

39 50 

Electncity. gas and water 

4 

94.10 

12 24 

4.89 

2 58 

24 45 

1 01 

34 18 

39 18 

Construction 

5 

.16 81 

6 89 

10 27 

3 94 

60 95 

2 90 

17 63 

73 56 

Wholesale and retail trade 

6 

43 28 

1048 

1.100 

4 61 

81 01 

3 38 

18 51 

73 38 

Tianspott storage and cunrimunicotton 

7 

73 70 

5 91 

7 II 

1 25 

35 46 

-Oil 

-1 45 

-8 59 

Finonang. insurance and real estate 

8 

23 36 

8 20 

11 07 

I 74 

.15 20 

200 

22 08 

114 96 

Community and social service 

9 

59 07 

3 76 

8 49 

4.96 

42 It 

4 29 

21 .58 

86 51 

All 


.52 52 

10 19 

19.82 

609 

68 42 

2 77 

27 40 

45 43 

Pnvate Itmtiril i ompanit r 

Agnculture 

0 

.58 72 

2 90 

8 53 

7 72 

86 58 

1 .14 

5 80 

17 39 

Mining and quarrying 

1 

54.55 

000 

5 56 

5 05 

92 91 

5 05 

35 71 

lOUOO 

Manufactunng 

2 and 1 

.52 74 

3 04 

12 50 

4 70 

91.21 

047 

290 

10.00 

Electricity, gas and water 

4 

63 16 

0 00 

22 22 

2 63 

34 21 

-7 89 

-13 64 

-300 00 

Construction 

5 

13 75 

4 11 

9.78 

3.11 

42 86 

2 07 

13.70 

62.50 

Wholesale and retail trade 

6 

23 77 

0 77 

10 73 

1 .55 

57 68 

-104 

-2 41 

-66 67 

Tnmspoit. storage and communication 

7 

67 50 

1 75 

9.22 

844 

83 44 

-125 

-7 02 

-14 81 

Financing, insurance and real esiiUe 

8 

20 24 

1 77 

14 24 

269 

43 29 

0 86 

245 

31 87 

Community and social scivice 

9 

36 02 

4 49 

10 45 

2 50 

5182 

2..50 

20.22 

10000 

AU 


40 51 

2 02 

12 23 

3.76 

72 56 

0.43 

1 75 

1140 

AH companies 

Agncnliure 

0 

.58 51 

4 48 

1600 

8 40 

103 47 

2 81 

15 09 

33.51 

Mining and quarrying 

1 

.58 78 

3 11 

442 44 

6 to 

73 33 

LSI 

800 

24.66 

Manufaciunng 

2and1 

60 21 

1077 

23 46 

790 

82 14 

3.06 

3002 

38.80 

Electncity, gas and water 

4 

94 12 

II 01 

4 94 

2 58 

24 50 

0.96 

29 36 

37 21 

Construction 

5 

16.28 

6 42 

1017 

3.82 

57.71 

2 75 

1697 

71 84 

Wholesale and retail trade 

6 

40 07 

7 40 

12 71 

4 10 

78 86 

2.65 

11.81 

6464 

Transport, storage and comrauniciuion 

7 

7.1 51 

5 62 

7.16 

I 46 

36.91 

-0.14 

-1.83 

-9.68 

Financing, insurance and real estate 

8 

23.21 

7 17 

II 14 

1 79 

35 58 

1.95 

18.93 

109.06 

Community and social service 

9 

53 99 

3 87 

8 81 

4 42 

44 69 

3.90 

21.38 

88 19 

All 


51 91 

9 26 

19.52 

5 97 

68.63 

265 

24.46 

44.35 
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ud fcal estate seciots in which not much 
fixed capital is necessaiy. The sectors like 
electficity, gas and wata, transport and 
storage and manufacturing have a higher 
share of fixed capital 

Dividend to equity capital ratio in the 
year was g^raily low at 9.26 per cent 
in the corporate sector as a whole. The 
rauo was slightly more at 10.19 per cent 
in the case of public limited companies 
while it was abysmally low at 2 per cent 
in the case of the private limit^ com¬ 
panies. Companies engaged in manu¬ 
facturing, electricity, gas and trade paid 
higher dividend per equity share than 
those engaged in other activities, parti¬ 
cularly the financing, insurance and real 
estate activity in which dividend to 
equity ratio was about 7 per cent in the 
corporate sector as a whole and as low as 
about 1.8 per cent in the private limited 
compames. 

Interest to borrowing rauo in the year 
was around 20 per cent in the case 
of public limited companies and 12 per 
cent in the ca.se of private limited com¬ 
panies. The pnvate limited companies 
generally take mterest-Ircc loans from their 
directors. 

The parameter 'iiKome on assets' was 
better in the case of piivate limited com¬ 
panies. This parameter indicates income 
as the percentage of the total assets of the 
companies at the end of the year For the 
public limited companies, this parameter 
was 68.5 per cent while for the private 
limited companies it was 72 5 per cent. 
The parameter 'return on assets' which is 
pmfit as a percentage of total a.sscts in the 
year was better in the case of public lim¬ 
ited companies than the private limited 
companies This parameter was 2.77 per 
cent in the ca.se of public limited compa¬ 
nies and only 0.43 pei cent in the ca.se ot 
pnvate limited companies. Among the 
public companies, tliosc in agnculturc. 
manufacturing coastruction, trade and 
community and social services showed 
better return on assets than other sectors 
such as mining and quarrying, electneity, 
gas and water, Uranspoit and storage and 
financing, insurance tuid real estate service. 
In fact, in the transport, storage sector, 
there was overall loss at the end of the 
year. The financial sector also showed 
very low profit. The profitability para¬ 
meter of the pnvate limited companies as 
a whole was quite low and among them 
the companies engaged in electneity, gas, 
water, trade, transport and storage had 
negative profits whereas those in agri¬ 
culture, milling and construction had a 
relatively good profitability parameter 
among private limited companies Com¬ 


panies engaged in finaiKiai. insurance and 
real estate sector had a very low profit¬ 
ability parameter, 

‘Return on equity’ parameter which 
caiculates profit as a percentage of the 
equity capital was mui^ higher (27.4 per 
cenfiamong public Knitted companies than 
among private limited companies whereas 
it was only 1.75 per cent. Among public 
limited companies, those oigaged in manu- 
fachiring, electricity and gas showed more 
than 30 per cent return on equity whereas 
in other cases it vaned between 6 per cent 
and 22 per cent with the exception of 
transport and .storage sector where it was 
negative. 

'Profit margin' (ratiool profit before tax 
to sales)of 5,391 non-financial companies 
in 1996-97accordingtotheirbalancesheets 
was 39 K per cent While this ratio was 
40.8 per cent in the case of 3.489 non- 
financial public limited companies, in the 
ca.se of 1,902 iion-ftnancial private limited 
companic.s, it was a mere 0.08 per cent. 
According to a recent study by the RBI 
of 966 non-financial public limited com¬ 
panies, the profit margin in 1996-97 was 
13.7 per cent which came down to 13 per 
cent in 1997-98. The wide variation in the 
results between the RBI study and this one 
is because of a very small sample in the 
former while the latter is based on a large 
.sample. Besides, in both the studies, the 
samples are not selected by scientific 
methods due to the reason mentioncdelsc- 
wherc in this paper. The profit margin of 


the private limited conqumies as a 
in the year was low because many |Hivi 
companies engaged in activities such 
generation and supply of electricity, gft> 
and water; trade, tran^n and stmxiil 
incurred net loss. 

Conclusion 

The analysis of die balance sheets 
7.295 companies (as on the Mareh 31 
1997) shows; (a) The equity capital of fiij 
corporate sector was to the extent of ij 
per cent, while ioan/borrowing was a» 
high as 44 per cent of the total assetsj 
(b) The dividendon equity wasabout9 pei 
cent while the interest to borrowing ntK< 
was about 20 per cent (c)The profit margin 
of the non-financial companies was abw‘; 
40 per cent and if the financial companiei 
arc included, it was about 44 per cent! 
(d) Return on equity was 24.5 per centi 
These paramcterscleariy indicatethatt! 

IS sufficient scope for expanding the equit; 
capital of the corporate .sector and coneai 
pondingly reducing the capital based on 
loaiLs/borrowings A reduction in the loam 
and borrowings will reduce the intcies) 
cost which IS currently as high as 20 pei 
cent. Secondly, considering the profi' 
margin of 40 per cent and return on equity 
of 24.5 per cent, the payment of divi^ 
on equity share is quite low at 9 per cent. 
Perhaps a realistic approach on the pan 
of the management in this regard is nec¬ 
essary to make the investment in equity 
attractive enough 


REVIEW OF POLITICAL ECONOMY 
January 30, 1999 
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HSBC<3> 

The Hongkong and Shanghai Banking Ctn^ration Limited 
(Incorporated in the Hong Kong SAR with limited liability) 


Balance Sheet the India Branches 

as 

Profit and Loss Account of die India Branches for 

on 31 Match 1999 


the yrar ended 31 March 1999 



As mi 

As on 


Year ended 

Year ended 



313,1999 

313.19M 


313.1999 

313.1990 

SCHEDULE 

(Rs 000) 

(RsOOO) 

SCHEDULE 

(RsOOO) 

(RsOOO) 

CAPITAI, AND LIABILITIES 



L INCOME 



Capital 

I 

1,150.000 

1,000,000 

Interest earned 13 

Other income 14 

7.632,274 

I 908,424 

6..303.113 

2.022,442 

Reserves and surplus 


7,816,723 

8.445.557 

2 

TOTAL 

9340,698 

832S355 

Deposits 

3 

63,860,193 

54.929,252 




Borrowings 

4 

11.180,981 

3,981,020 

II. EXPENDITURE 



Other liabilities and 




Interest expended 15 

5,1.56,975 

3,794,699 

provisions 

5 

9.128,145 

6.S21,844 

Operating expenses 16 

Provisions and 

2,577.038 

2.008.375 

TOTAL 


91,986,042 

74,177,673 

contingencies 17(8) 

1.269,060 

1,795.099 

ASSETS 




TOTAL 

9,003,073 

7,598,173 

Cash and balances with 




III. PROFIT 



Reserve Bank of India 

6 

5,243,849 

5,016,938 

Net profit for the year 

5.37.625 

727,382 

Balances with banks and 




Profit brought torward 

1.9.36.889 

1.356.846 

money at call and short 
notice 

7 

1.3.012,540 

7,802,553 

TtJTAL 

2,474314 

2,084,228 

investments 

8 

34,647,743 

22.211,301 

rV. APPROPRIATIONS 



Advances 

9 

27,948.089 

28,084,680 

Add Transter from capital 



Fined Assets 

10 

4,656.037 

4,101,764 

rc.scrve.s 

3,733 

450 




i^ess Transfer to statutory 



Other Assets 

1) 

6,477,784 

6,960,437 

reserve 

Transfer to capital 

107,525 

145.476 







TOT^L 


91,986,042 

74,177,673 

re.servcs 

75,960 

2,313 




Profit remitted to Head 

Office dunng the year 

1,280,886 



Contingent liabilities 

Bills for collection 

12 

296,092,619 

5,637,530 

.302,612,621 

5,312.975 

Balance earned over to 
balance sheet 

1.013.876 

1,936,889 

17 

TOTAL 

2,474314 

2,084,228 

Notes to Accounts 



Notes to Accounts 17 




Schedules referred to herein 

form an integral part of the 

Schedules rcterred to herein form an integral part ol the 

Balance Sheet. 




Profit and Loss Account 



For Borkar and Muaumdar 
Chartered Accountants 







Sd/- 


Sd/- 


Sd/- 



Neil Bharadwaj 


Anuiag Adlakha 

D D J John 



Partner 


Area Financial Controller Chief ExecuUve OfTicei, India 

Mumhat. 19 May, 1999 
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HSBC«)I 

The Honifcoag and Shanghai Banking Corporation Limited 
(Incorporated m the Hong Kong SAR with limited liability) 

Schedules fonniiig part ot the Balance Sheet of the 
India Branches as on 31 March 1999 



As on 

As on 


31J.1999 

313.1998 


(Rs 000) 

(Rs 000) 

SCHEDULE 1 - CAPITAL 



Amount of deposit kept with the 
Reserve Bank oi India under 



Section 11(2) oi the Banking 
Regulation Act, 1949 

1.150.000 

1.000,000 

TOTAL 

1,150,000 

1,000,000 

SCHEDULE 2-RESERVES 
AND SURPLUS 

1. Statutoiy Reserve 



Opening Balance 

994,.i54 

848,878 

Additions during the year 

107,525 

145.476 


1,101,879 

994,3.54 

11. Capital Reserves 



Opening balance 

Additions daring the year 

5,511,756 

5,499,988 

T'ranster from proUt and 
loss aciount 

75,960 


Transfer irom due In Head Office 

176,590 


Revaluation of premises 

Applet.lation in the value ot 

(62,169) 

9,905 

invesiments 

Transfer lo investment 
fluctuation resers'c 

Tianslcr to piofit and loss 
auoHint (depreciation on revalued 

(78,881) 

2,313 

buildings transferred to profit 
and loss appropnations) 

(3,733) 

(4.50) 


5,619.529 

5,511.756 

HI. Revenue and other Reserves 



Investment tluctuation leserve 

78,881 


Other reserve 

2,558 

2.558 


81,439 

2,558 

IV. Balance in Profit and 



I.a>ss Account 

1.013.876 

1.936.889 

TOTAL 

7316.723 

8,445357 

SCHEDULE 3-DEPOSITS 

A. I. Demand Deposits 



i) From banks 

478,177 

142,275 

It) From others 

12.067,642 

11.528,571 


12,545,819 

T670,846 

II. Savings Bank Deposits 

III. Term Depodts 

8,631.789 

6.502,712 

i) From banks 

ii) From others 

42,682,585 

36,755.694 


42.682.585 

36.755.694 

TOTAL 

63360,193 

54,929,252 

B. Deposits at branches in India 

63,860,193 

54.929.252 



As on 

As on 


313.1999 

313.1998 

SCHEDULE 4- BORROWINGS 
I. Borrowings in India 

(Rs 000) 

(RsOOO) 

i) Reserve Bank of India 

3,230.(X)0 

720.000 

II) Othci banks 

III) Other institutions and 

6.555.378 

2,244,326 

agencies 

1,258.5(X) 

867,000 


11,043.878 

3,831,326 

11. Borrowings outside India 

137,103 

149,694 

TOTAL 

SCHEDULE 5 - OTHER 
LIABILITIES AND 
PROVISIONS 

11,180,981 

3,981,020 

I Bills payable 

II Inter-office adjustments 

2.0'J9,538 

1.383,209 

Branches in India (net) 



III Due to Head Otficc 

390,711 

502,799 

IV. Interest accrued 

2.41)7,161 

2.410,908 

V Others (including provisions) 

4.170,735 

2,524,928 

TOTAL 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDU 

9,128,145 

6321344 

I Cash in hand (including 
foreign currency notes) 
il Balances with Reserve Bank 
of India 

225,258 

144,765 

i) in cuirent account 

5.018,591 

4,872,173 

TOTAL 

5,243349 

5.0163M 


SCHEDULE 7-BALANCES 
WITH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 
1. In India 

i) Balances with hanks in 



current accounts 

1.049,648 

909,359 



1.049,648 

909.359 

It) 

Money at tall and 




short notice 

a) with banks 

b) with financial 

250,000 

100,000 


institutions 

370,000 




620,000 

100,000 



1,669,648 

1.009,359 

Outside India 



1) 

in current accounts 

3,069,042 

5,805,819 

It) 

in other deposit account' 

8.2'73,8.50 

987.375 



11.342,892 

6.793,194 


TOTAL 

13.012340 

7302353 
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HSBCCr^ 

The HongkoDf and Shanghai Banking Corporation Limited 

(Incorporated in the Hong Kong SAR with limited liability) 

Schedules forming part of the Balance Sheet of the 
India Branches as on 31 March 1999 


As on As on 
31J.1999 31J.1998 

(Rs 000) (Rs 000) 

SOlEDinJE 8-INVESTMENTS 
(See Schedule 17 Note 2(d) 
and 4) 

A. Investments in India in 


I) Government secunties 

21,044,305 

16,631,349 

II) Other approved secunties 

628,045 

632,532 

111 ) Shares-fully paid 

2,449 

8,917 

iv) Debentures and Bonds 

11,906,027 

4,348,032 

V) Subsidianes and/or joint 
ventures - fully paid 
partly paid 

500 

500 

VI ) Others 

1,066.416 

589.970 

TOTAL 

134,647,743 


B. Gross value of Investments 
in India 

34,750,319 

22,327,512 

Aggregate provisions for 
Depreciation 

(102,576) 

(116.211) 

Net Value 

34,647,743 

2^n,3pi 

SCHEDULE 9-ADVANCES 
(See Schedule 17 Note 2(e)) 

A. i) Bills purchased and 
discounted 

2.857..132 

2.868,140 

ii) Cash credits, oveidrafts 
and loans repayable on 
demand 

9,691,224 

11,344,776 

111 ) Term loans 

15,399,533 

13.871,764 

TOTAL 

27,948,089 

28,084,680 

B. 1 ) Secured by tangible assets 

21,668,893 

21,182,271 

ii) Coveted by Bank/ 

Government Guarantees 

3.238,435 

1,765,932 

III) Unsecured 

3,040,761 

5,136.477 

TOTAL 

27,948,089 

28,084,680 

C. 1) Advances in India 



il Pnonty sectors 

(including cxpuit finance) 

6,826,402 

5,811.225 

11 ) Public sector 

•—V 

- 

III) Others 

21,121,687 

22,273,455 

TOTAL 

27,948,089 

28,084,680 


SCHEDULE 10-FIXED 
ASSETS 

I. Premises (including 
leasehold) 


Cost at Isf April 1998 


including revaluation 
(See Schedule 17 Note 3) 

: 3,723,606 

3,575.0o9 

Additions during the year 

354,496 

141,641 

Revaluation of premises 

(62,109) 

9.905 


4,015,933 

3,726,615 

Deductions dunng the year 

(1.845) 

(3.009) 

Accumulated depreciation 

4,014,088 

3,723,606 

to date 

(71,831) 

(55,282) 


(71,831) 

(55.282) 

TOTAL 

3.942J^ 

3.668324 


As on As on 
31J.1999 31J.1998 

(Rs 000) (Rs 000) 

II. Other Fixed Assets 

(including fiimiture and fixtures) 

Cost as at 1st April 1998 1,502.236 1,350,096 

Additions dunng the year 508,615 197,916 

2,010,851 1,548,012 

Deductions dunng the year (23,187) (45,776) 

1,987,664 1,502,236 

Accumulated depreciation 

to date (1.273,884) (1,068.796) 

(1,273.884) (1,068,796) 

TOTAL 713,780 433,440 

TOTAL 4,656,037 4,101,764 


SCHEDULE 11-OTHER 
ASSETS 


1 

Inter-office adjustments 
Branches in India (net) 



11 . 

Due from Head Office 



Ill 

Interest accrued 

1.173.971 

874,562 

IV 

Tax paid in advance/tax 
deducted at source (net) 

491,410 

477,630 

V 

Stationery and stamps 

10,277 

21,884 

VI. 

Items in course of collection 

1,510,889 

1,236,121 

Vn. Others 

3,291,237 

4,350.240 


TOTAL 

6^477,784 

6360,437 


SCHEDULE 12-CONTINGENT 
LIABILITIES 

(See Schedule 17 Notes 4, 5 & 6) 


1 

(Claims against the Bank not 
acknowledged as debts 
(including tax matters) 

1,009.364 

1,209,527 

11 . 

Liability for partly paid 
investments 

500 

500 

Ill 

Liability on account of 
outstanding forward exchange 
contracts 
a) Forward 

272,784,532 

281,814,976 


b) Currency options 

2,927,670 


IV. 

Guarantees given on behalf 
of constituents 
a) In India 

9.658353 

7,872,664 


b) Outside India 

1.951,632 

2,798,533 

V. 

Acceptances, endorsements 
and other ubhgations 

7,563,240 

8,347.310 

VI. 

Bills rediscounted 

131,390 

269,746 

Vll. Other items for which the 




bank is contingently liable 

66,038 

299,365 


TOTAL 

1296.092319 302312321 
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HSBC<I> 


Tile Hongkong and Shangkai BanUng Corporation Limited 
(Incorpoiaied in the Hong Kong SAR with limited liability) 


Schedoka fonning part of the Profit 
India Branchea for the year en 


Loaa Account (d the 
31 March 1999 



Year ended 

Year ended 

314.1999 

314.1998 

(RaOM) 

(RsOOO) 


SCHraiULE 13>INTERE5T 
EARNED 

I. Inteiest/discount on 
advances/bills 

II Income on investments 

III interest on balances with 
Reserve Bulk of India 
and other inter-bank funds 

IV Others 

TOTAL 


SCHCaiULE 14 - OTHER 
INCOME 


3,689,090 3,423,619 

3,230,662 2,240,752 


692.957 625,254 

19,565 13,488 

7^32^4 6403.113 


I 

Commission, exchange 
and brokerage 

1,024.979 

968.325 

II. 

Profit on sale of 
investments (net) 

103,442 

201.007 

III. 

Profit/(Loss) on sale of 
land, buildings and 
other assets (net) 

903 

1,469 

IV 

Profit on exchange 
transactions (net) 

761.661 

829,006 

V. 

Miscellaneous Income 

17,439 

22.635 


TOTAL 

1408424 

2,022,442 


SCHEDULE 15- INTEREST 
EXPENDED 


Interest on deposits 

4.603,064 

3.660.502 

Interest wi Reserve Bank 



of Indiafinter-bank 



borrowings 

550.898 

129.671 

Others 

3,013 

4.526 

TOTAL 

54»-975 

3,794,699 



Year ended 

Year ended j 

314.1999 

314.1998 1 

(RaOOO) 

(RaOOO) 1 

.. 1 


SCHEDULE 16 - OPERATIC 

EXPENSES 

1 Payments to and 

provisions for employees 
(See Schedule 17 
Note 2 (c) ) 

II. Rent, taxes and lighting 

III. Pnnting and stationery 

IV. Advertisement and 
publicity 

V Depreciation on bank's 

property 

(See Schedule 17 
Note 2(0 (it) and (iii)) 

VI. Indian Advisory 

Committee members' 
fees, allowances and 
expenses 

Vn. Auditors' fees and 
expenses 

VIII. Law chuges 

IX. Postage, telegrams, 
telqihones, uc. 

X. Repairs and muntenance 

XL Insurance 

XII. Head Office charges 

XIII. Other expenditure 

TOTAL 


977,8.30 722.787 « ‘ 


302,908 

62,318 

17S.150 

26t.396 


129,947 
110.468 
52.480 
208.996 
287.858 

2477,038 



208.575 
48'285 I 

f 

91.861 i 

I ' 

241,226 


933 V 
K 
i, 

950 


107,663 I ■ 
95,217 !.i 

I 

42,552 • 

1 

181,716 < 
262.375 ' 

4 

2,008475 
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HSBCO 

The Hongkong and Shanghai Baiddng Corporation Limited 
(Incorporated tn the Hong Kong SAR with limited liability) 


SCHEDULE 17 

NOTES FORMING PART OP THE FINANCIAL STATEMENTS OF THE INDIA BRANCHES FOR THE YEAR 
ENDED 31 MARCH 1999 

1. Basis of preparation 

a) The tinancidl statements for the year ended 31 March 1999 compnsc the accounts of the India Branches of The 
Hongkong and Shanghai Banking Coiporation Limited (‘the Bank’), which is incorporated and registered tn 
the Hong Kong SAR The Bank's ultimate holding company is HSBC Holdings pic, which is incorporated in 
Great Britain and registeicd in England & Wales 

b) The financial statements are prepared under the historical cost convention as modified by the revaluation of premises, 
and in accordance with the generally accepted accounting principles and the statutory provisions and practices 
prevailing within the banking industry in India 

2 Pnncipal Accounting Policies 
a) Income recognition 

interesi income (net of interest tax) is recognised in the profit and loss account as it accrues, except in the case of interest 
on doubtful debts Interest on doubtful debts is credited to a suspense account which is netted in the balance sheet against 
the relevant balances and not recognised in the profit and loss account until received 

Fee income is accounted for in the period when receivable, except where the fee is charged to cover the* cost of a continuing 
service lo. or nsk borne lor the customer, or is interest in nature. In these cases, the fee is recognised on an appropriate 
basis over the relevant period 
hi Tr.tnsattions involving foreign exchange 

I) Assets and liabilities denominated in foreign currencies are translated into Indian Rupees at the rates of 
exchange notilied by the Foreign Exchange Dealers Association of India (“FEDAl”) at the year end 

II) Revenues and expenses are translated at the rates prevailing on the transaction date 

III ) Outstanding foreign exchange contracts aic revalued at the forward exchange rate notified by FEDAl at the year 
end and the icsultant gam or loss is included in the profit and loss account. 

c) Staff retirement benefits 

Provision tor retirement benefits in respect ot pension, gratuity lunds and leave encashment is made based on actuarial 
valii.itions conducted by a qualified actuaiy 

d) Secunties 

I) All secunties, which cover both debt and equity secunties. arc classified as current .securities and are valued at the 
lower of cost or market value in aggregate for each category of investment in compliance with RBI requirements 

II) Maiket value IS determined in accordance with the RBI circular DBOD No. BP BC 28/21 04 048/98-99 dated I.S Apnl 
1999 Equities are valued based on market quotations while debt secunties are valued by reference lo either market 
quotes III RBI sale list pnees or the yield to matunty as presenbed by the RBI 

c) Advances 

Advances are stated net of provision for doubtful advances and interest in suspense. Specific provision is made 
for doubtful advances as and when they are so considered, based on a periodic review and in line with the 
provisioning guidelines issued by the RBI When there is no longer any realistic prospect of recovery, the 
outstanding advance is written oft 
f) Fixed assets 

II Fixed assets arc stated at histoncal co.st less accumulated depreciation, with the exception of premises which are 
.staled at valuation oi cost less accumulated depreciation. 

ti) Premises are revalued annually by pmfcs.sionally qualified valuers The surplus ansing on revaluation is transferred 
In the ‘Capital Reserve' account 

III) Depreciation is calculated to write off the a.sscts over their estimated useful lives on a straight line basis as follows: 

- Freehold land is not depreciated. 

- Premises are depreciated at 2% per annum 

- Other fixed assets are depreciated at 20^1 per annum. 

.3 Fixed assets 

a) The most.recent revaluation ot the freehold premises was conducted in November 1998 and the Bank revalued 
Its owned freehold piemises downwards by Rs 62 million based on independent professional valuations 

b) Certain premises (valued at Rs. 3,195 million) acquired under a Scheme of Arrangement are held in the name 
of Hongkong Bank (Agency) Private Limited, a wholly owned subsidiary, for the benefit of the Bank. Accordingly, 
these premises have been treated as assets of the Bank in these financial statements. 

4 Secunties 

There arc certain securities transactions currently in dispute with the Bank involving an aggregate sum (including 
interest) of Rs 331 million (Previous year Rs. 331 million) which are not acknowledged as debts by the Bank. In 
addition, the co i.sequ(.ntial tax implications of the above transactions remain unclear. Hie Bank has defended its position 
by filing a counter claim On the basis of legal advice received, management docs not expect any loss to the Bank. 
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HSBC<»I 

r 

The Honii^ong and Shani^iai Banking Corporation Limited i 

(Incorporated in the Hong Kong SAR with limited liability) a 


Other assets 

The Bank holds a valid Banker's Receipt lot 110.760 Canstock Units ol lace value Rs 100/- e.ich which have not 
been physically delivered by the counterparty pending settlement of an unresolved issue, includcii under contingent 
liabilities, in respect of securities transactions with the same counterparty. The units were redeemed and the proceeds 
due at redemption are included in Other Assets pending settlement ol the dispute In February IV96. the Bank filed 
a suit against the counterparty to recover the assets/amount with interest, covered by the .said Banker’s Receipt 
In terms of the Interim Order of the Hon’ble High Court of Mumbai, the counterparty has deposited on 7 August 1998 an 
amount of Rs 20 1.^ million in a separate bank account, pending final decision of the Court 
Taxation 

Tax liabilities in respect of Mercantile Bank Limned taken over by the India Branches rehiting to the as.se.ssnient 
years 1974-75 to 1983-84 and those m respect of the Bank lor assessment years 1984-85 to 1991-92 and l9‘i6-97 arc pending 
final outcome of the tax asscssments/appeals filed by the Bank/Tax authonties. The amount ol liability is not ascertainable. 
In re.spect of assessment year 1992-9.3. 1993-94 and 1995-96 there is a contingent liability ol appioximately Rs 512 
million which is presently in appeal Management consider that adequate provision has been made lor tax liabilities 
relating to the above assessment veais 
Capital adequacy ratio 

The capital adequacy ratios ol the India branches ol The HongKung and Shanghai Banking Corpoiation Limited, calculated 
in accordance with the RBI guidelines, arc as follows 




As on 

As on 



3| 1 1999 

.31 .3 1998 



(Ks (XX)) 

(Ks 000) 

Tici 1 capital 


3.5.S2.926 

3.168,1.32 

Tict 2 capital 


1.504,(09 

1.5.34.316 

Total capital 


5.057.585 

4,702.448 

Total risk weighted assets and contingents 


54,299.892 

47.879.590 

Capita) ratios 

Tier 1 capital 


6 54'i{ 

6 62% 

Tier 2 capital 


2 77‘4 

3 20% 

Total capital 


9 1|'« 

9 82%' 

IVovisions & Contingencies 


As on 

As on 



t| 3 1999 

.31 3 1998 



(Rs (XX)) 

(Rs OCX)) 

Provision for taxation 


«44,0(X) 

i.2l2.1(X) 

Appreciation m the value of Investments 


- 

(5.560) 

Depreciation in the value of Investments 


- 

84.193 

Provision for bad & doubtful debts 


425.060 

442.367 

Others 


_- 

62.(XX) 



.269.0'i0 

1.795.()‘)9 

Non-Performing Advances (NPA) 

The percentage of net NPA to net advances was 091‘rt' as 

at 31 

March 1999 (previous year 1 9'.)'X) 


Following arc the key accounting ratios 


31 3 lOiw 

.31 .3 1998 

i) Interest Income as percentage of Working Funds 


8 90'< 

9 26%. 

111 Non Interest Income as percentage to Work.ng Funds 


2 2.3'!! 

2 970( 

III) Operating Profit as percentage to Wwking Funds 


2 ll'if 

.3 70% 

IV) Return on Assets 


0 58'3. 

098':X 

V) Business (Dqxisits Plus Advances) per Employee 'Rs 

(XX)) 

3.5.774 

.32.846 

vi) Net Profit per Employee (Rs (XX)) 


211 

288 

Working funds arc defined by the Rcfcrvc Bank ol India as the monthly average ol total assets reported to iticm. 
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HSBC<2> 

The Hongkong and Shanghai Banking Corporation Limited 
(Incorporated in the Hong Kong SAR with limited liability) 


Auditors’ Report on the Financial Statements of The Hongkong and Shanghai 
Banking Corporation Limited - India Branches under Section 30 
of the Banking Regulation Act, 1949. 


We have audited (he Balance Sheet of the India Branches of The Hongkong and Shanghai Banking 
Corporation Limited (incorporated in the Hong Kong SAR with limited liability) (“the Bank”) as at 
31 March 1999 and the related Profit and Los's Account lor the year then ended. Wc have obtained 
all the information and explanations which, to the best of our knowledge and belief, were necessary 
for the purposes of our audit and have found them to be sati.sfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the 
provisions of sub-sections (I), (2) and (5) of Section 211 and sub-scction (S) of Section 227 of the 
Companies Act, I9S6, the financial statements arc not required to be, and arc not drawn up, in accordance 
with Schedule VI of the Companies Act, 1956 The financial statements are therefore drawn up in 
conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949 

In our opinion, the financial statements give a true and fair view of the state of affaiis of the Bank 
as at 31 March 1999 and of its profit for the year then ended 

We further report that 

(a) the financial statements arc in agreement with the books of account and give the information 
required by the Companies Act, 1956, in the manner so required for banking companies, 

(b) the Bank has maintained ptoper books of account as required by law in so far as appears from 
our examination of those books, 

(c) the returns received from the branches of the Bank have been found adequate for the purposes 
of our audit, and 

(d) the transactions which have come to our notice have been within the powers of the Bank 


For Borkar and Mu/umdar 
Chartered Accountants 


Sd/- 

Neil Bharadwaj 
Partner 

Mumbar 19 May, 1999 
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Pragmatics of the Hindu Right 

Politics of Women’s Organisations 

TanikaSarkar 

The Rashtrasevika Samiti, the women’s wing of the Rashtriya Swayamsevak Sangh, was in expansive mooJ\ 
during the Ram Janmabhoomi movement. Now, it has reduced to a small, hounded, non-expansive affaii\ 
like the good, modest, non-competitive Hindu woman. What is the significance of this new accent? 

The .significance lies in the Samiti's women being the custodians of essential values and ideology of the' 
RSS, which the other front of the latter have diluted and imperilled in their electoral preoccupations. And! 
if at all the electoral battle is won, the Samiti women, being exemplars of purity and domesticity, will share\ 
along with their male counterparts of the RSS the bright future of Hindu rashtra as defenders of tradition 
against the west and partners in internal colonisation of Muslims and Christians. 


1 

LET me begin with a rather obvious 
methodological and coiicqitual distinction 
which will gesture at my discomiurt with 
much of the current critiques of the Right. 
It will also help to explain why I seem to 
labour some obvious points about the 
Hindu Right in the rest of the es.say. The 
distinction is one between identity and 
display. Identity would relate to the nature 
or essential characteristics of a particular 
kind of politics. Di.splay refers to the rheto- 
ncal tropes, representational strategies and 
ideological manocuvK s that belong to the 
self-expression of that politics So far as 
the Hindu Right is coni cined. we all seem 
to know the identity, even without much 
haid research into its social cumpo.sition 
It IS a.ssumed to be the agent oi the Indian 
bourgeois that activates lumpen elements 
tiom tune to tunc in order to defend the 
interests oi global and Indian capitalism, 
the latter also subsuming a hetty dose of 
feudal elements within itself And it has 
identiliable fascistic analogues in other 
histones. Largely impiessionistic or stray 
journalistic data, or even suppositions that 
require no footnotings. sufilcc to assume 
all that.' And. once we know the identity, 
the display becomes irrelevant - at the 
most, a mask, a lie, a cover that can be 
taken off the book neatly, without any 
damage to what lies within All that we 
need then to say about its .self-display is 
to point out factual i'. regularities and 
inconsi.stencies, or to dismiss it as ideo¬ 
logical mystification. 

I do not quarrel so much with the 
substantive conclusions of the critiques as 
with their methods. They speak ofa certain 
laziness that is content with a range of a 
priori generalisations Without research 
into different facets of the identity, or 
without deep probes into the functioning 
of the display, the Right looks like a 
somewhat timeless and featureless 
construct into which we pt>ur all that we 


do not like; it could be post-enlightenment 
modernity and godless secularism for 
some, or Indian capitalism or post¬ 
modernist excesses for others Or. it is 
dis.snl ved into violence as a transcendental 
analytical category, scrubbed of political 
particularities, stalking across times and 
spaces with innate, fixed tendencies and 
dri ves of its own t hat defy social, historical 
or political determinationsof any sort The 
submergence of the Right into violence 
makes it an existential rather than a political 
problem Violence becomes the subject, 
the proper noun that activates the \eibs. 
the action Indian men and women become 
meic sites and props in a theatre through 
whom violence moves and speaks, while 
the Right Itself recedes from our honzon 
of concerns, a search for its specific histoiy 
endlessly deferred. 

1 will use a very simple example to try 
and place identity and display in a different 
relationship to each other. We all know 
that the Right is opposed to equalising of 
entitlements, hence the question of poverty 
does not interest it at all Give this basic 
identity, we dismiss all that it may say 
about poverty alleviation measures as 
simple hypocrisy. Let us. however, assume 
that, up to a point, it says a lot on the matter 
- without, ol course, ac*ting on it. Then, 
if we notice that ir has stopped discussing 
the quc.siion of poverty altogether, and 
more, it actually says that such questions 
distract from primary conceinsof national 
self-.strengihcning, and therefore they must 
not to be raised, do we not conclude that 
Its lundamental strategies have taken a 
new turn and it has entered a new phase 
in Its hi.story'' And does that not then 
indicate a shift in identity? And do wc then 
not need to explore what activamd its 
earlier self-display about concern with 
poverty, and why that has become unneces¬ 
sary or threatening at this conjuncture? In 
other words, we then have to assume a 
structural relationshipbetween sell-display 


and identity, and wc need to look closell 
and focusedly into both. Wc also need t| 
see how they intcranimate each other, j 

II 

Having put in a pica lor looking at tW 
Right's nature and self-representatio^ 
senously - to consider the thing itsell an 
not any others - I am alraid that I sha3 
briefly veer away from the project and 
look into some past antecedents. I do lu^ 
suggest that these arc direct lineages 
such. They are more like ingredients th& 
slowly compu.scd a context in which th^ 
Right as well as its political adversarie 
need to function today We will then con'i 
sidcr in what .specific and very distinctiv . 
ways the Right negotiates with thiscontex 
through Its particular modesof self-display 

Pundits of modem Indian history hav *. 
kindly and patrunisingly allocated theentiid 
sphere of womens’ lisstory to a iower| 
rung of women and feminist historians a 
a domain of no great importance in iLself| 
But they have done so at some peril evei] 
to their own conception of the importan; 
i.ssues of our history For, a history o. 
Indian women in modern times is also i 
specifically Indian history of rights - a 
the level of concept and movements. It i j 
aksoahistory of resistance tolhcdiscoura’ 
of equal rights. In colonial times, then' 
were .some efforts to rectify some extremi: 
aspects of hrahmanical patnarchy whici 
had percolated down to the normativr 
worlds of all upwardly-mobile segment- 
of Hindu castes. The m«xlc of interventioi 
was legislative change - must notably it 
the sphere of banning of widow immola 
lion, the legalLsauon of widow remarriage 
the escalation of the ago ol consent. Foi 
the first time, Hindu marriage wa.sdcbaie(. 
and discus.scd in the public sphere when 
a tew women participated as cnucal anc 
pnvileged commentators Also, tor ihi 
first time, law-making became a public 
activity, a transparent process, even wher 
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'he actual law was framed by a closed 
:olonial state. 

As a result of the public debates where 
multiple alternatives were arguing with 
ane another, not only were sevei al distinct 
paradigms of thinking about mamage. 
family, intimate human relationships 
articulated, they were also required to 
wmpete with one another in terms of selt- 
jusUficalions and mutual entiques. If eariici 
marriage codes and custom - however 
diverse and plural - were non-negotiable 
presenptions that were given as fixed, 
natural orderof things, now all alternatives 
needed to defend themselves in public, in 
the presence of women, to persuade and 
, to convince a diversified public opinion 
, Becausethey needed toconvince, all shades 
,!of opinion - liberal, orthixiox, revivali-st 
lj*> began to go beyond the statutory 
.(references to scnpturc and custom, and to 
.claim that their particular allcrnative 
safeguarded the woman's best interests 
I'More, that it enjoyed the woman's will, 
iconsent, pleasure Of course, most such 
;;claims were manipulative, di.shoncsl. 
products oi instrumental reasoning It is 
•'.still important to point nut that in the 
''process of such arguments, the woman’s 
will or consent gained acceptance as a new 
ground for normative coastructions ^ 

Neither liberal reformers noi revivalists 
' northe colonial state articulated the notion 
' of a female selfhood based on an ab-solulc 
possession of rights Yet, their arguments 
in public created a .space foi al lca.si a 
qualified acceptance tor die notion ot the 
' woman’s assent to her prc.scnbcd condi¬ 
tion. I'hc new discursive ground was 
reinforced through the emergence ot the 
discourse ot political nationalism and its 
anti-colonial agenda 'I'his developed and 
refined the concept of sclt-dctcrminaiiun 
by people as the site for natioii-forinalion. 
Even before (Jandhian nationalism and 
Left anti-impenalism had in their different 
ways recognised lahounng classes as the 
privileged subjeclsoi anti-colonial nation¬ 
alism. 19lhcentury nationahsis had started 
talking about the innate nght and capability 
ot a people to decide on the basic nature 
of governance Political nationalism 
acknowledged self-determination as a 
moral imperative, if only in the sphcic ot 
nation-making 

Hindu revivalismorculluial nationalism, 
however, provided a very dillcicni moial 
imperative Iiustead of scll-dutcmiinaiion 
as a right of the temale individual or the 
people. It iclcrred to the uniqucncs-. ol the 
culture ot the Hindu volk It also icierrcd 
to the powers over individuals that the 
volk or community requited in order to 
preserve itself from cxtiiic tion when faced 


with a different and triumphant cultural 
system. Htav the Hindu woman was allotted 
a unique rcspon.sibility as the site of past 
tieedom and future nationhood, since the 
Hindu man had already .supposedly com¬ 
promised his cultural authenticity. On her 
tixcd.unchaiigingohedicncctocoiiununity 
prcsccriplions would depend the life ol 
her tradiliqii and religion. She was, there- 
lorc, the source of authenticity, nation- 
inuking, ireedom But this huge political 
role- depended on an abdication of all 
agency and self-determination in actual 
practice The discourses of liberal refor¬ 
mism and political nationalism on the one 
hand, and that of Hindu revivalism and 
cultural nationalism on the other, can be 
differentiated from each other on this 
ground, arc people a site of autonomy and 
.self-determination, or of authenticity and 
culture preservation'? Is the woman a nghts- 
bcaiing individual, or a culture-hearing 
one'? 

The Hindu Right has inhented this 
structure oi possibilities and problems and 
It has had lo steer a very delicate and 
ditlicull couise When it emerged m an 
enduring, organised form in the as 
the Rashlnya .Swayamsevak Sangh 
(RSS), political nationalism. Left anti- 
inipcnalisin, womens' movements and low 
ca.slc prote.si movements had. despite their 
mutual dittercnecs and conflicis, already 
torinulatcd concepts of rights and sell- 
delcrminalion These had entrenched 
iticni-selvcs as a deeply ingrained value in 
the political sphere. So hegemonic was 
this that Its overt and explicit rclutation 
would he suicidal tor any political intcre.st 
stiiving lor hegenumy and power. The 
Right's displayed political articulations 
needed, therelore. to verbally affirm a 
dem(x:ratie,Lon.stitutional tnodcol govem- 
aiKC that IS ha.sed on notions oi universal 
citi/cnsliip rights on the one hand, and on 
alliimative supports to historically 
disadvaninged groups on the ulhei. More, 
it had to work within that conceptual 
tiamcwork, to adapt its politics lo contin- 
gencie*> cicaled by that. A fundamental 
coininitiiK'nl io Mamumnu that, however, 
cannot rely on its authority any longer, and 
that needs ratlier to publicly genullcU 
hi'forc Amhcdk'Tuiki occasionally bonow 
his words - a loimidabic undertaking! It 
IS inicicsling how carefully the Right 
afisiains Ironi public references to Manu 
()iily at a inoniem of profound ci isis - the 
anti-Mandal hysteria of 1990 - the Orga¬ 
niser would burst into references to ancient 
sanctions and pre.'>criptions. This recourse 
proves that those texts ot power remain 
deep rcsouices. but also that tliey cannot 
be displayed in ordinary times very overtly. 


The formal, displayed commitment to 
a politics of rights does not constrain the 
Right’s authoritarian, anti-emancipatory 
agenda unduly. For it can simultaneously 
rely on and bring to play another resource 
that has qiso come down from the 19th 
century: the intentions and the discourses 
of Hindu revivalism and culturad nation- 
alcsm. Through its arguments around the 
Hindu woman’s ideal mode of being, I9th 
century cultural nationalism had created 
a larger theoretical justification not only 
for the biahmanical form of conjugality, 
hut by implication, of the entire complex 
of the brahmanical hierarchical sy.stcni. It 
was now defended on the ground of an 
embattled Hindu cultural and religious 
authenticity. Revivalistic cultural nation¬ 
alism tried to reinforee an adherence to 
this sy.stcni by branding all projects that 
had any ctnaiicipaUiry potential - however 
slight - as borrowed, alien, a surrender In 
colonisation of culture and minds of 
Hindus Nineteenth century debates on 
Hindu conjugality and then larger, histo¬ 
rical implications for caste, c'la.ss, and the 
poor and the dissident arc extremely signi¬ 
ficant. Fbrthc assumptions that were deve¬ 
loped about tite condition of the woman 
could serve as a metaphor and a protean 
argument for a Ircc/e on any discourse of 
equal rights The woman’s figure has a 
central narrative lunction in the organis¬ 
ation ol a discourse of social power tor 
her condition provides the tropes that can 
be must usefully deployed to translate 
power as affect and intimacy. All kinds 
of hcgenaonic agendas have relied on this 
lunction The gender perspectives of the 
Hindu Right - especially those oi their 
own women - therefore proviites very 
vital clues to the making of ideological 
interpellation. 

The Hindu Right today has been able 
to manoeuvre veiy skilfully with this 
inhented tension and debate 'When it does 
use the language of rights sunously, it is 
to exalt the rights ol a religious majority 

- only ifthis majonty is inadcco-teiminous 
with its own politics At the .same lime, 
the counterfeit nalute of the reference 
becomes .soon evident, fur a discourse of 
nghts must include within itself a design 
tor accommodating lights ol all. When it 
comes lo the rights of any kind of numuitics 
or, what appears to the right as deviants 

- leligious, political, cultural or sexual - 
(he Right will nut provide a design that 
IS coherent or con.si.stcnt. What it will do 
in .such contingencies is to cast the very 
intention of emancipatory, libertarian 
politics of equal nghts into doubt by 
branding it as an alien pnxiuct that dooms 
the future of Himlu -..ultural authenticity 
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The Hindu Right today stands at a 
transition^ moment in its history when it 
still tries to hold on to the possibilities 
generated by both kinds of discourses - 
rights and self-determination, on the one 
hand, and cultural authenticity on the other 
It attempts a resolution by stitching the 
two together. Hindus become signs ot 
both weakness and strength - as the maj¬ 
ority community, and a.s threatened culture 
or asendangcred nation. Ineitho'capacity, 
they are to be gnmted supenor rights that 
preclude generalised notions of equality. 

Why does the notion of weakness carry 
such potent resonances within its cadre- 
base, if Hindus are a majority? It is not 
entirely a .sleight of handoropttcal illusion 
The discourse is received by an upper 
caste, middle class cadre-base of the Sangh 
(as distinct from a tar more generalised 
electoral support-base of the BJP) which 
is acutely aware of its own minuscule sizt' 
and disproportionate power within the 
Hindu community. It knows that it is 
indeed, a minority, even if Hindus as a 
whole are not. The awarene.ss ot real 
numerical weakness countcr-poscd to real 
matenal strength of the Sangh cadre-base, 
creates the grounds tor the reception ot 
this multivocal me.s.sage We need to note 
what IS actually being attemptea by the 
simultaneous occupation of the two 
contradictory sites at the same time by the 
same political formation that ot strength 
and that ot terminal weakness ^ Since the 
Right, in Its claim to represent Hindus, 
fills up the entire discursive space all on 
Its own, there are groups that disappear 
fiom sight- the poor, the low ca.ste, people 
with non-hetentsexual prelercnces, non- 
Hindus ot any sorts, tnbals and displaced 
people Hmdu.s as a whole, rather than 
these categones, become the marginalised 
people par excellence, threatened by 
alleged Muslim demographic proliferation 
and treachery, and by western cultural 
onslaughts simultaneously 

The task is obviously not tension-free. 
The tension forms a language that to secular 
ears sometimes sounds like either double¬ 
speak or incoherence. Tn the area ol 
womcas’ conditions, a cr.tique of Mii.dim 
polygamy or sati. tte foregrounding ot 
women ^liticians of the BJP, are aligned 
to songs of praise to traditions ot 
brahmanical Hinduism, and to occasional 
fundamentalist pronouncements even by 
women leaders of the Right.^ Amrita Basu 
considers that it is futile to look for any 
logical structuring behind the incompatible 
issues, they are dictated by sheer political 
expediency, decided-micording to vote 
banks and constitumicies.^ While this may 
holdtnie fortheBJP, forthe Sangh parivar 


as a whole, I think it is possible to uncover 
an underlying logic that is extremely com¬ 
plicated and toituous but that nonetheless 
hinds the contradictory stances together. 

Ill 

The KSS. founded in 1925. has stead¬ 
fastly remained an all-male organisation 
down to this day Its founder Hedgewar 
had initially refus^ loconsiderthe opening 
of a women’s wing. However, in I9.T6, 

11 years altci its beginning, the RSS n;.s- 
ponded to the picas of Lakshmibai Kclkar, 
miKher ol an imporant Sangh member. 
The Ra.shtrasevika Samiti was founded in 
1936 with daily shakhas that provided 
physical, martial arts as well as ideological 
or ‘boudhik’ tnnning It remained however 
a small and low keyed aftaii Though the 
second oldest womens' organisation 
affiliated to a political tunly, it was ovci- 
taken and lompletcly overshadowed by 
nationalist and Lx'lt womens’ movements 
It participated in no mass struggles - anti- 
L olonial or for womens’ rights - and it was 
not toregioundcd by the RSS in any ut its 
own activities The second ‘sarsangli- 
chalak' and supreme ideological guiu ot 
the RSS, M S Golwalkar. saw no teason 
to speedy a distinctive or important mic 
for It within the Sangh complex. His stric¬ 
tures to the Momen of Sangh families 
taught them how to run their homes, to 
bnng up their children with correct Sangh 
Viilues The Samiti was not required to 
play a signiheanl part in RSS sell- 
iashiumng ** 

Around 1989-90. in a sudden and 
dramatic spud of activities, the Sangh 
parivar threw up a latge number ol 
womens’ organi-salions and women leaders 
I nto dazzling prominence - the BIP Mahila 
Morcha,thcVHPMaitnMandalandDuiga 
Vahini with their different regional 
versions. Thousands of karscvikas paru- 
cipated in the au>icks on the Babri ma.sjid 
and in its dcmoliltoii and their role was 
highlighted in the Sangh media piuducls 
- the Jain Studio vidcofilms. the VHP 
fortnightly magazine Hindu Cheina. Hindi 
video newsmagazines like Kalachakra 
On January. 1993, a month after the 
demoliiumol the Bahn masjid, a women's 
celehratoiy detnonstraliun was held at 
Ayudhya where Sadhvi Rtthambhara was 
a guest ot honour ^ Women were active 
and prominent in the bloody riots that 
swept across India in course ot Uic Ram 
janmahhwmi movement - in Bhagalpur, 
at Ahmedabad, m Bombay.'* The role of 
Rilhamhhara's audiii-caiiseiied speech and 
Uma BharaU ’s propaganda tours in stiddng 
ferocious anger and aggression against 
Mushmr was memorable.’ 


Idid some fieklwork among DeUd-l 
women of the Hindu Right between I 
and t993,atatime when the Sangh pari‘ 
was simultaneously engaged in a maft 
movement of violence against MttsHmt 
and in an electoral hid to capture 811 ^ 
power at the centre. This was also the Hmi 
when the Sangh began to Haunt its womaj 
for the first time in its history, in fnibli^ 
places and roles. It was a special momeni| 
very upbeat and self-confident, a momeoj 
oi .spectacular growth and spread, i phaa^ 
ot mass mobilisation and movement -alj 
ol which were new and heady departure^ 
for ilie Sangh and its women. At the Saniit; 
ol Tice, office-bearers told me of an intemki 
struggle that had preceded the Samiti't 
deci.sion to allow and tram women a; 
karsevikas. They said that it had been the 
young members who forced the hands ot 
the Samiti. 

The Samili was in an excited and hopehii 
mcKKl, cRiiming credit for the growth ol 
womens' wings and activism.’^ It wai 
launched onto j course of developing t 
•Strong, wide-ranging and dynamic femak 
cadie-ha.se lor ihc Sangh that would enjoy 
a powerful public identity and political 
I unction, and that would alsoclaim equality 
in fHiliiical Work, withoul overtly claiming 
social equality. The enterprise was traughi 
with some tension since political equality 
alieady showed a lew tentative signs ol 
overspill into ihe six'ial and the domestic. 
The Samui had to its advantage a peda¬ 
gogical and oiganisational structure that; 
threugh institutionalised as well as in- ‘ 
formal m‘.twoik\ and relationships couItU 
develop and thoroughly train an active,” 
engaged, cadre base among middle class,! 
urban, upper ca.stc women who wouidji 
spread the iK'lwoiks lurthcrdownloensure 
a much laiger electoral base lor the Sangh 
panvar 

I oKserved at that time that the Samiti 
had come a long way from the parameters 
laid down by Golwalkar about pure j 
domesticity, 'hie women of the Sangh I 
come from conservative, domesticated • 
urban, middle class and uppercase bock- r 
grounds. They were now beginning to go - f 
in lor soim* education, and even into jobs, t 
and political work for Ihc tirsl time. The 
Samiti trained such women for their newly- 
guned public roles and identities. Although 
the pnmary locus remained on women 
within the home, for a new generation of 
more active women, it could impart self- 
confidence and competences I had also - 
observed that these new possibilities had 
opened up some fractures within the 
established pattern of wotk and ideas. The 
Samiti's journal Jagnti reflected deep ■. 
ambivalences about the women’s 
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'movements, wttfi older Sangh leaders 
^awning against theirdisniptive inOuence, 
tnit ordinary contributors occasionally 
^lentifying themselves with them. There 
were articles about the woman' scmpower- 
ment needs against male domination, 
discrimination and violence. *' Young girls 
from RSS families at Khuijah complained 
that their political activism was cruelly 
thwarted by early mamage and the burden 
of housework from which their families 
would not exempt Ihem.'^ 

Thetension, however, was structured 
and contained within a generally conser¬ 
vative domesticity - a modernised and 
somewhat loose and flexible version of 
, brahmanical patnarchy that allowed and 
encouraged education, employment and a 
more informed and activist politicisation 
{only on the basis of communal violence 
I and commitment to an exitemely incgalit- 
' arian social perspective Male discrimina¬ 
tion was questioned - if at all - in public 
spaces and m the workplace, rather than 
i at home. 

; I found the fieldwoik a protoundly 
I disturbing and drsconcerting expenence 
lAs feminists, we had always celebrated 
the release of women from pure domesti¬ 
city, their polttici.sation had alway.s been 
assumed to be an emancipatory possibility, 
and the relationship between communal 
violence and women had been seen as one 
of maic-inflictcd violence and female 
victimhood. Recent experiences confoun¬ 
ded fond certainties and forced new 
trajectones. 

IV 

The last year of the century finds the 
Sangh panvar in significantly changed 
circumstances. The ‘mass phase* of this 
fa.scistic formation - extremely limited 
and gestural as it was - is closing down, 
movements being replaced with rhetoric 
and even their lew feeble populist gc.stures 
are dying out fast. Designs for expansion, 
especially among lc.ssei social strata'which 
itfc not the traditional Sangh strongholds, 
are now replaced with shifting, tactical 
and insecure alliances with 'low caste 
parties'. State power, or its very clo.su 
proximity in a loose coalition with many 
political groups, has necessitated a sharper 
differentiation between the electoral front 
of the BJP and other Sangh atfiliatcs like 
the Samiti. the VMPorthc Swadeshi Jagran 
Manch. Much accommodation has been 
made with globalisation in state policies 
and Its cultural impact, in particular, has 
led to acute discomforts among the old 
guard. In short, an unprecedented pre¬ 
occupation with the grasping of .state power 
and with its niainteriance, has led to 
prospects of the dilution of the old Sangh 


chancter, with a need to juggle with its 
dififerem alTiliates at differeiK times with 
amazing dexterity. While doors had to be 
opened, perforce, to new allies, consti¬ 
tuencies and policies hitherto unthinkable 
for the Sangh, there has been an acute 
need, also, to revive and preserve old 
values and to hardenold convictions within 
the parivar. it is my impression that the 
women’s wing has been entrusted with the 
conservation of old and inner values 

Going back to the women of the Samiti 
in April 1999, opened up new sources of 
disturhant*e for me. It however also brought 
a few crumbs of comfort. It we feminists 
had found the communalised public 
identity of Sangh women disturbing, the 
Sangh men .seemed to have found it even 
more so. for different rea.son$. Iwent back 
at a moment of deliberate withdrawal of 
women's activism and a folding back of 
the pub'ic potential. The women are. with 
some exceptions that 1 shall discuss later, 
being pulled back into homes Golwaikar's 
restricted and restnetive strictures on 
domesticity and the homebound women 
have been retrieved and refurbished The 
Samiti has been scKialised into a less 
expansive future I had hesitated to u.sc the 
word 'fundamentalism' in the early 1990s, 
either about the Sangh's gender ider'logy, 
or about its women's organi.salion.s. I am 
convinced that the fundamentalist turn is 
now accomplished. 1 feel, moreover, that 
It was not my misrecognition that had 
earlier missed the point. It was something 
that has unfolded later, partly because of 
the dissonances and paradoxes that I could 
observe at that time But above all. it 
happened bccau.se of a changed historical 
situalioii and its new logic. I shall come 
back to this later. 

Let me, first of all, establish my point 
ahimt the letreat. The BJP has been in 
power in Delhi, till fairly recently, for five 
continuous years. It had ruled for more 
than a year at the centre. Yet, the Delhi 
Samiti membership seems to have been 
halved. It had storxl at 2,000 in 1991, 
according to Samiti reckoning Now the 
same office-bearers put it at 1,000, or a 
little more than that. The shakhas have 
gone down from 60 in the past year to a 
maximum of S'* at present. Though a new 
recruit. Kanchan, put it at 52, Asha Sharma, 
'Karyavayika', Delhi, fur the last lOyears, 
put It down to about SO fully-functional 
ones. PcKinam Gupta, the only fulltime 
'prachanka',*^ put it down to 48 at this 
moment. Samiti office bearers now make 
a distinction between 'regular' and 
'irregular' shakhas and membership that 
I had not come across in the early 1990s. 
Again, earlier 1 had been given to under¬ 
stand that shakhas meet twicx a day, and 


now them seems to be only two that do 
so. Most aretH'Wedcly affairs.‘^The areas 
of concentration seem to remain the same 
- those settled by refugees from west 
Punjab initially, which are now doing very 
well, orinold. affluent trading ormi^ling 
service-sector areas; KamalaNagar, Lqpat 
Nagar. Rohini, Vikaspuri, Punjabi Bagh, 
Paschim Vihar, Karolbagh, Rqjindar 
Nsq$ar. Moti Nagar. The social catchment 
ureas are the same as with the Sangh, 
though far less numerous: traders, middle¬ 
ranking service people, mostly of refugee 
origins, i e, people with bitter memories 
of partition and riots that the Samitis do 
much to keep alive. Poonam Gupta con¬ 
fessed that young girls are not very active, 
though middling middle class girls still 
find the physical training very useful, and 
older married 'ladies' seem much more 
enthusiastic - so that, most popular Samiti 
timings are 11 am shakhas, when middle- 
class housewives gather together. Trading 
and middle class service sector families 
tend to be almost entirely upper caste and 
of f icc-beaiers did not refute my supposition 
that most of their members aic also from 
thc.se circles. 

S<x:ially and geographically, there has 
been stagnation and even decline in Delhi. 
On an all-India scale, the total membet ship 
has remained constant at two lakhs over 
the past decack:, even though the Sangh 
parivar has seen a rapid growth in its 
power. The BJP Mahila Morcha has a 
membership around 13 lakhs,^^ but it is 
to mobilise the women supporters of the 
BJP for electoral activities. It does not 
function as a women's organisation. The 
Mahila Ajhadi of the Shiv Sena has no 
records of members and did not claim 
much success. It is a very depressed orga¬ 
nisation, with a minor status within the 
Sena apparatu.s, and with no links whatever 
with the Sena women corporators and 
legislators. Its ofnce-bcarers claimed no 
achievements in recent years apart from - 
bnnging the film. 'Fire' to the notice of 
Bal Thackeray.'^ Again, the 5,000 urban 
sites that the Samiti covers, have remained 
fairly con.stant over the decade, with some 
recent growth in the south and Punjab. 

Secular feminists - haunted by the rapid 
growth of the Right and a sense of guilt 
arising form failing to stem its growth - 
sometimes go on to an extreme to declare 
that the right has seized the initiative even 
in the women's movement from the hands 
of secular forces. This is paranoia, based 
on total ignorance of facts and Figures. In 
fact, women’s movements and organis¬ 
ations are one area where Left and radical 
forces enjoy an overwhelming edge over 
the Right - a fact thitt Left parties probably 
will iuH like to advertise. The All-India 
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Donocntic Women’s Association alone 
has a mendtoship between 50-60 lakhs 
and it has grown npdly in the last decade. 
The bulk of the force is recruited from 
rural women.*'^ Dalit women of AIDWA 
have been very active in the movement 
and the AIDWA too is aoive among dalits. 
Recently, Brinda Karat led an anti- 
untouchability campaign in Tamil Nadu 
The Samiti, on die other hand, admits that 
they still have to open an account in 
villages, and that they so far cover cities 
and district towns.They had said the 
same thing lOyearsback. Ohviously, lural. 
poor or low caste women are not targeted 
as part of the potential female cadre-base 
of the parivar to whom the Samiti brings 
the full benefits of Sangh education and 
trainmg. Add to the AIDWA a very large 
numberof autonomous women’s organis¬ 
ations across the country that are engaged 
in radical movements and programmes, 
and we get numbers that are impres.sive 
by any count, certainly breathtaking by 
Sangh-Samiti standards. We need to 
remember that the growth in l,eftist 
womens’ organisations occurred in the 
.teeth of adverse circumstances While the 
last decade has been a fortunate one for 
the Sangh, Left forces have not done well 
except in this sector. In contrast, even m 
Delhi, which has for very long been a 
Sangh stronghold, the membership stands 
staticataboutathousand TheLeft,always 
very insignificant in the city, numbers 
about 47,000 in the CPM-affihated 
Janwadi Mahila Samiti'^ more than 
doubling Itself in the last decade, without 
the benefit of a corresponding growth in 
the strength of the parent organisation. 

The Samiti has, however, two important 
new growth areas in Delhi. In some trans- 
Yamuna slums in east Delhi, and in the 
Jawaharlal Nehru University, the Samiti 
runs fairly regular shakhas among 
daughters of domestic servants, though 
the JNU wing is also patronised by some 
students.^ It is significant that the areas 
are larictly segregated, so the middle class 
and the lower class segments do not mix 
with each other. At the same time, it is 
equally or more significant that for 
draghlen of domestic servants, the Samiti 
has started full shakhas, since these arc 
instruments for creating a cadre base. 

In the early 1990s, the Samiti was en¬ 
gaged in a variety of programmes. It ran 
a fairly substantial monthly magazine 
Jagriti, it provided orientation courses for 
wives of RSS men who had come from 
non-RSS families,^* it provided cor¬ 
respondence courses for newly married 
Samiti members who had joined non-RSS 
families and whofound itdifficult to attoid 
shakhas. They were also meant for young 


girls who lived in areas which did not have 
shakhas.^ All these programmes have been 
discontinued. The only new addition has 
been to open discwision groups for old 
women.^^ This is obviously a success, but 
the reasons are interesting. Eighty-five 
year-old new recruit, Kanchan. instantly 
sympathised with Samiti plans for saving 
the young from western culuiral influences. 
She has never before been exposed to 
Sangh politics, but she fully shared the 
distaste for the new westernised genera¬ 
tions. Would the decline in possibilities 
of mobilisation among girls, and the new 
interest in older and elderly women, 
indicate an interesting retreat from the 
new generation among upper and more 
solvent sectionsof the middleclasses where 
the Sangh had started recruiting massively 
during the Ram janmabhoomi campaigns? 

Here again the distinction between the 
cadre base and the electoral base is vital 
These upper categories of the middle 
classes will still vote BJP but will they 
come under the hegemonic pedagogic 
schedule of the Sangh panvar that the 
Sangh itself counts as crucial fortlic making 
of Hindu rashtra? There had been earlier 
tendencies in that direction The Ram 
janmabhoomi campaigns occurred at the 
peak of the Sangh mobili.sation el torts 
when tlwre seemed to be a possibility that 
the true citizens of Hindu rashtra would 
subscribe to the full range of Sangh values. 
It now, a .split develops between a cure 
and fully-integrated group and a very broad 
support-group which is, nonetheless, very 
thinly integrated with the Sangh. then 
already it is a retreat Irom its totalitarian 
hcgemonistic perspective. This reminds 
me of some research that some of us did 
on RSS-run schools in Delhi 1994.^^ The 
school children were loyal enough to the 
school, except when it came to cultural 
activities. They were unhappy about the 
ban on western pop music and they were 
sarcastic about the fact that at school 
picnics, they had to sing bhajan after 
bhajan. 11118 might sound like the usual 
conflict between generations, but we need 
to remind ourselves that the RSS self¬ 
definition is that It IS a ’cultural organisa¬ 
tion’. From its inception, it has remained 
committed to lakingovertheentire political 
and cultural universe of its young vol¬ 
unteers. Itscentral agenda has always been 
the training of the future citizens of Hindu 
rashtra: young, upper caste, affluent, 
educated men and women.^^ The possible 
partial failure in this respect is significant. 

Now the Jagrtti has been discontiniwd, 
replaced with an annual news-sheet, 
Sevika. The difference in nomenclature is 
interesting, for Jagritt (Awakening) had 
a dynamic, forceful ring to it that tried to 


mNge into mainstream women’s move-: 
ment and its language. ’The cover depi< 
a young girl resolutely steming out 
darkness into a circle of light." Again, tte 
visual self-representation would not jaroH 
the sensibility of the womens’ movement. ^ 
The articles talked mostly about womens’ ^ 
problems in modern cities, and provided 
some instructions about how to negotiate 
them with ^ngth and dignity. ‘They also 
discussed citizenship nghts and how low 
realise them. There was a strung note of 
protest against discrimination, an untheori¬ 
sed yet implicit recognition of patriarchal 
oppre.ssion. Even though shakhasdiddaily 
brainwashing about the pligitt of Hindu 
women at the handsof Muslims, the joumd I 
was concerned, by and large, with women's j, 
problems - if not so much at home, thenj ] 
certainly in public places. 

The new new.s-sheet firmly puts the 
Samiti woman in her appointed place *- 
that of service It is concerned about 
distinguishing itself from aspirations of:^ 
the womens’ movement, not about appro- 
pnating and subvening some of them. The i 
Samiti calendar for 1999 iistsaritualevent| 
for each day of the year, and most dayB,| 
there are many more than one event. Many 
of them require a visit to the local temple,^' 
a pilgrimage and/or the intercession of a|' 
pnest. There is no political event that is' 
recognised on the calendar, not even.i 
December 6, though their women remain 
very proud of it. The point is that tfw 
women of the Samiti are now given a 
purely ntual identity, not really and overt, 
active political one. Here, the larger^ 
interests of the panvar arc important. Air 
local temple networks are co-ordinated by t 
the VHP which also has great influencel 
on the pnestly esiablishmenL Women of 
the Ri^t have to ensure that the entire^ 
mechanism of temples, domestic ritual 
events, pilgnmage sites and priests is 
efficiently fuelled through a constant rota 
of .scheduled activities. The VHPpublishcd I 
an Achar Samhita or domestic code for; 
Hindus in 1987, even before it published j 
its Rashtra Samhita. It has 'identical : 
instructions about temple visits tor alii 
householders.^ f 

In the early 199()s, the Samiti saw itself' 
as performing the same functioas vis-a- 
vis the women’sfronts of the Sangh which 
the Sangh performs vis-a-vis its own 
subordinqte affiliates. It claimed that all 
these subsidiary women's fronts were 
trained by them, their leaders were 
simultaneously, Samiti members. Now , 
they repudiate all amibition of repeating ‘ 
the Sangh’s role within the cluster of 
women's fronts within the Sangh panvar. 
They do mention that BJP MPs Sumitra 
Mahajan and Vijayraje Scindhia as well 
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Its Krishna Shaniw fiom the V}iP Mahila 
;'*Mandal are Sainiti members but they do 
Inol claim that it indicates a substantial 
jpedagogical function for the Samiti.^ If 
■anything, they try to gesture at a growing 
I separation among the various afHiiates of 
I the Sangh. though the Sangh dues contain. 
; train and nurture all of them.^ Especially. 
I there is an attempt to differentiate between 
I the Samiti and the BJP women politicians. 
I The transiting to a rilual/domcstic from 
I a public activist role does not bespeak a 
return to the so-called peaceful, maternal 
bosom of faith from the turbulence of 
modern politics Fhe urge for violence, 
destruction, revenge, for trampling over 
I Muslims and Chnstians, is, if anything, 

, even more strident today, but the Samiti 
J transmitsitinadifferentway.BothPnonam 
,j Gupta and Asha Sharma indignantly 
refuted my timid suggestions that 
j Rithambhara’s audio cassette and her call 
for a slaughter of Muslims might be a “bit” 

, problematic. They both said, in identical 
i words, that these things needed to be .said, 
and that Rithambhara "was the only one 
1 who could have said them". Poonam Gupta 
referred to Rithambhara's current work 
' with an orphanage and her low-keyed 
existence in the middle cla.s.s Agrasen 
apartments at Patparganj with some regret 

• At the same lime, an equal agency in 

• violent politics does not seem to be on the 
agenda The heady hopesof going into wai 
under the banner of the Samiti icon of 
A.shtabhjaDuigaare no loitger articulated 
Samiti is content, as we shall .sec later, to 
remain a transmi-ssion belt for the RSS, 
conveying stones about Muslim and 
Chnstian'aU-ocitics’against Hindus There 
is a retreat to older female functions and 
roles where women gossip about things 
that they have not seen themseNes but 
have heard from their men. 

Retreat from active violence or public 
politics does not mean an emphasis on 
women-cenlrcd work. Samiti office¬ 
bearers often refer to the ‘sociat work' that 
their women do so well from their homes, 
but when they are pressed to specify, they 
fall back upon “wnting letters to news¬ 
papers about oppression of Hindus and 
about sex and violence in western movies 
and TV shows" The Samiti celebrated 
Its 60th year in 1996with a national seminar 
on diis theme 'Hiey also conduct work- 
.shops on the Vandc Mataram hymn of 
Bankimchandra which the RSS considers 
to be the authentic national anthem tor the 
Hindu nation These workshops wen* held 
in public schools and in colleges like 
Shivaji College, Janaki Devi College and 
S P Mukheijee College in Delhi The 
seminars and the letters to the editors seem 
to be the only other things that they do, 


•pvt Rom nmning shakhas. Despite five 
years in Delhi government and access to 
its Binds, th^ have not set up shelters and 
counselling or legal help centres for bat¬ 
tered women, or significam schemes for 
employment-generation or slum welfare. 
El.sewheic,too,apictureofminor,sporedic 
activity emerges. They run a girls’ hostel 
at Nagpur, a new one has been opened at 
JullundcrinPunjab.Interestingly,perhaps 
as a rejoinder to Graham Suines’ woric, 
they proudly referred toahostel at Bilaspur 
inMadhyaPradesh where girtsfiom homes 
afflicted with leprosy are enrolled. 
However, they hastened to assure me, the 
girls themselves arc ’healthy’ and they 
remain segregated from their infected sur¬ 
roundings, as do the sevikas who cater to 
them A more telling contrast to Staines 
cannot be imagined.^' They have not 
started any schemes for training women 
members of panchayati institutions,- nor 
do they have any ideas about how women 
function within them. Again, the contra.st 
With the Left and radical womens' orga¬ 
nisations comes readily to mind. Despite 
great opposition and obstruction from 
patriarchal and state agencies. Left and 
radical womens' organisations provide 
precisely these services and empowering 
resources to women. 

.Shiv Sena women corporators, who 
represent wards with substantial slums, 
could say nothing much about alleviation 
schemes that they had started, although 
they spend a lot on bus .slrelters that display 
Sena posters and portraits of Bal Thackeray. 
Shraddha Yadav said that she has us<^ 
ccvporation funds to build a local Sena 
otfice. On the otlier hand, they all expressed 
great interest in ’beautification and 
development’ of their wards which would 
obviously require much slum ’clearance’ 
and displacement and uprooting of poor 
people from homes and places of work. 
They were all very .silent about poverty in 
tiic slums.^- 

Whereas in the early 1990s, women did 
spend a tew words on the question of 
poverty and er pressed confidenix that their 
organisation would develop the nation, 
now there isa strange and deafening si fence 
on the theme. If you ask them about what 
problems the country faces at the moment, 
none will refer lo poverty. If you drag it 
into the conversation, refer lo the 
accumulating, visible, everyday signs of 
its growth in Delhi that nobody possibly 
con miss, they say there is no need to. 
degrade our country in public. We should 
think about ourachievements-prediclably, 
the Bomb - not probleros.^^ They will not 
even make gestural, token, minimal sug¬ 
gestions for alleviation which thdroiganis- 
ation might supposedly by planning. State 


power seems to have put a cloauie to ID 
acknowledgement of the phenomenon - 
this, even after the recent stele elections 
have made it abundantly clear that the 
failure to think of pove^ cost them so 
dear. When I appealed to their swadeshi 
instincts, they refused to iinkglobalisation 
with problems oT the withdrawal from the 
social .scctorand subsidies, wHhtheeffects 
of structural adjustment on the withdrawal 
of public sector enterprises. They would 
only talk of the plight of Indian manu¬ 
facturers who suffer from foreign com¬ 
petition to thdr products. If these are not 
threatened, they said that they had no 
objection to foreign products. 

Social questions are abhorred asdivisi ve 
of national unity and they are avoided in 
the boudhik or ideological sessions of 
shakhas. Shakhas remain central to their 
enterprise. They see them as mobilising 
points for entire localities, since through 
intimate relations with the women, they 
gam entry into theii homes. Since each 
shakha trains 2(V23 women at the most, 
relations arc warm and close, spiced with 
’enjoyable’ activities like stoiytelling and 
games. Parents who do not suhsenbe to 
Sangh ideology would still like to send 
their daughters to shakhas since they teach 
deference and obedience, they inculcate 
conservative valucslikearrang^ matches, 
good homekeeping, mude.sty in dress and 
behaviour and diligent service to men and 
ciders. Girls themselves like logo because 
of the physical training programmes which 
are invaluable ways of gaining a control 
over their own b^ies when they have 
control over so little. Thesenseof physical 
well-being, strength and empowerment 
remain valued resources, even when no 
other kinds ot empowerment are offered. 
Also, the ideological instructions about 
services to a militaristic, aggressive Hindu 
nation, of vengeance against its enemies, 
about heroic qualities of legendary men 
and women who resisted ‘enemies* of the 
nation. fulTil aspirations for a life above 
pure self-interest, release frustrations built 
up through being girls in orthodox families. 
Moreover, they are not told anything that 
offends mainstream patriarchal, Hindu 
nationalistic values and myths.^^ Although, 
they do admit that young girls are not the 
most enthusiastic members, th^ do not 
prohibit all the new pleasures in the name 
of fighting western culture. Girls are 
encouraged to look good the modem way. 
They can visit beauty parlours and spend 
money on buying up beauty products - 
provided, most of them are home- 
manufactured. Though mini-skirts and 
shorts are out since th^ expose the body, 
jeans ate all right if they suit their flguies. 
If they do not have the rigttt figure, then 


2164 


Economic and Political Weekly July 31,1999 



lliqr miiitcnltivateaae.'**Hie8e aieiovor* 
tant concessions. Tbe new consumerist 
self-absorptions of the middle class 
woman, fanned by the ad-cultine and the 
flood of beauty-aids, cosmetics and 
household-fadgets, are encouraged, since 
they provide the ectmomic survival of 
much of the country’s nuuiufacturing- 
trading classes. And this class is also the 
m^jor basis for the political sup'pott of the 
Sangh parivar. 

What cannot be tolerated, however, and 
what is powerfully and continuously 
denounced as thefruit of the western poison 
tree, is the notion of equal gender rights. 
Poonam Gupta said that there has been far 
too much talk about the rights of hidian 
women, ithastedtodomestic competition, 
unhappiness, brok«i families, blighted 
childim.^'^ It was the poison injected by 
the colonial state and its educational 
policies, said Asha Sharma. The colonial, 
fmeign education is the biggest single 
problem in India today, she said, especially 
because it taught women all the wrong 
things. A proper Hindu educational system 
would restore to her the ancient knowledge 
about how to be pure wives, good mothers 
When I asked her how she would dis¬ 
tinguish herself from other women's orga¬ 
nisations as a Samiti activist, she said 
immediately, "They teach women about 
their rights, they tell them to fight their 
men about these rights. We teach them 
how to sacrifice themselves to keep the 
family together. lUghts may be tlwre, but 
It is wrong to fight for them. Women lose 
more eventually that way. Don't you 
remember your mother? Did she need to 
go to the law ccnirt to be happy? My 
mother was worshipped like a queen in 
the family. A good, pure Hindu woman 
can achieve such respect, such hiq>pine.ss 
by being a mother, i^y do they want to 
throw it away by fighting for rightsT’ 
When I asked her how women will cope 
with dowry demands, domestic violence, 
desertion and discriinination,she said, "We 
teach them how to do it, iTow to possess 
honour, digmty and authority in the family. 
They do so by being good mothers, nothing 
can take that away from them. If they 
suffer in every other way, and they sUll 
nurse their children lovingly, then who 
will not honour them for that? How can 
they be good wives, good mothers, if they 
think all the time of how to be the equal of 
men, of doing better than them, of com¬ 
peting with them and fighting with them 
over rights?”^ Pooroun Gupta used a 
colourful analogy to make the same point. 
“Because seats are reserved for women on 
buses, they get only dw reserved seats to 
use, but no more than that. If seats were 
not reserved for diem, all the men on the 


bus would give op their seals to each 
woman who did not have one. Talking of 
laws on equality deprives women in this 
way,”3’ 

Their enlique of the concept of equal 
nghts and thdr legal guarantee is based 
on an absolute silence on gender problems. 
The old Jagriti was equally sitent about 
problems within the family. But it had a 
lot to say about discrimination in public 
spaces, in state agencies, in workplaces. 
The sevikas now refuse to discuss even 
that. When I asked 'pracharika' Poonam 
Gupta what she would consider to be the 
biggest problem for Indian women, she 
could not think of a single issue to say for 
a long time. Eventually, she came up with 
rape. That, of course, paves the way lor 
the wcll-wom theme of alleged Muslim 
lust tor the pure Hindu woman. Similarly, 
when I ask^ Asha Sharma the same ques¬ 
tion, she mentioned the Bntish education 
policy which closed women’s eyes to 
questions of "nationality, patriotism, 
culture and motherhood” by teaching them 
about “struggles, law, fighting men.” She 
shrugged off my queries about dowry and 
domestic violence impatiently as things 
that do not ment a discussion. At length, 
she said that rape was a problem of great 
proportions 

Of course, the new phascof Left-secular- 
teminist women's mo vement consolidated 
Itself around rape as a symbol ol tire most 
violent expression of patriarchal values, 
of the complicity between the stale and 
the violent man ^ The founder of the 
Samiti, Lakshmtbai Kelkar, had alsourged 
for shakhas for women when she saw a 
wife being assaulted inthe presence of her 
husband and concluded that since Hindu 
men cannot defend their wives, the wives 
must leam to protect themselves. The 
present reasoning of the Samiti isdifferent 
from both understandings. Rapes occur, 
they say, since women have forfeited their 
older modes ol honour and motherhood 
status Ity being addicted to struggles and 
enmity with men. Moreover, the western 
films and cable-TV programmes have 
created a vulgar preoccupation with sex 
and desire that was unknown to Hindu 
society of past. The resolution, unlike that 
of their founder, is not physical em¬ 
powerment of threatened women. It is the 
retrieval of past honour by the recuperation 
of the motherhood ideal and by the banning 
of the media producu.^' 

Banning, prohibition - these become 
very important words at asignificant poiiu 
in their discourse. When I asked her about 
the Ftre controversy, Asha Sharma 
expressed her revulsion against what she 
called "inter-relationships among women” 
- she could not make herself say the wcud 


lesbianism. She was emphatic that 
‘vikrili' - a product of western culhmi 
should bebanned, as well as its sympadiefie! 
portrayal. When I asked if some ofiier 
categories of women should not lose thehr. 
righu, she was perfectly willing to extend 
the boundaries: Hindu womendonotknow^ 
howtobe unfaithful, butifsomedegenetale' 
elements do indulge in impure activities,; 
they cannot have any lights at all.^ So 
right s are to be whittled away at both ends. 
Certain kinds of rights - right to ‘perver¬ 
sion’ - should not exist at all. Certain 
kinds of persons who do not confmn to 
Hindu standards should not possess any 
rights either. Above all, the very notion 
of rights is inducement to rape, to domeslk 
unhappiness. It is the sole cause of male 
oppression of women Happiness and 
safely versus rights and equality. Moreover, 
women have aduty to forgo suchdangerouS 
ideas, since they are western, alien, 
colonial. If they succumb loihat seduction, 
they ruin their faith, their culture It is, 
therefore, a form of unchastity, a kind of 
adultery in itself, an unfaithfulness to their 
lords and masters. 

Her entique of the theory of equal ri^ts 
began with Fire. Once the word ban had 
been uttered in that connection, it acted 
like a drop of quicksilver that immediately 
stretches out and crawls rapidly in ail 
directions. Almost immediately, inter¬ 
dictions spread over an immense variety 
of activities and persons. The floodgates 
opened and one could .see that the words 
*our culture and its vikriti' or pervasion 
were fieg-floating signifiers. that en¬ 
compass anything, from Muslims to the 
Left - anything at all that demands equal 
rights fur elements that can be branded as 
not a part of our culture. The immediate 
subtext - this was afier the BJP had lost 
the no-confidence motion- was. of course, 
Sonia Gandhi. At the same time, the point 
of entry is noticeable - 'Fire' enabled the 
utterance of the; word 'ban' and it im¬ 
mediately incorporated the practice of 
lesbianism, lU representation in the media, 
and the women and lesbian groups that 
defended the showing of the film. It is a 
siiteways attack that begins at the margins, 
from the corners, from the least-known 
and least-thconsedof issues in ourcontext, 
unlike other gender issues or themes of 
class and caste. Asha Sharma presumed 
that I would share her point of view. 
Beginning with such obscure, unnoticed 
beginnings, the notion of interdictions 
could swell and flow like an oncoming 
tide, till the notion of fixed rights gets 
tattered and meaningless. 

Rights are pitted against 'out modes of 
being’ which, in their turn, are guarantors 
of happiness and harmony - the pure wife. 
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good tiKAher, the Hindu woman. They 
.pnilitate against both i ulturc and viitue - 
!a veiy big burden ol sms! Let me cite a 
jfew instances of opposition and denuncia¬ 
tion. Ashok Singhal, quoted reverently in 
(the Samiti's commemorative number of 
19%. Vishwamhhara “Vedic .sagc.s gave 
all responsibility to btahnian women tor 
Jthe welfare of the lamily.. Today our 
women are competing with men about 
'same rights. Iliis shows the downlall of 
women. .Nudity is more valued than 
purity...under western influence, they teed 
their own babies from Nittlc.s. not from 
their breasts they value their youth more 
than they value then wombs, they will kill 
their own foetus to pu 'lect their looks It 
IS vital that they return to their Hindu 


nwts. 




If this seems like the lunatic fringe, let 
us turn to an article by .Sumitra Mahu|un. 
BJP MP. At the Beqing conference ol 
women in 199.5. she found nut to her 
horror and grid that the Indian delegates 
no longer rccogni-scd that Hindu women 
need to be ditlerent from their western 
counterparts They even organised 
demonstrations- “without shameorgiace” 
- to protest against the behaviour ot then 
own men "Saman udhikar kc live 
mahUayen /a/nvir/iur’ (women are lusting 
aHcr equal rights) .They an* greedy tor 
"adhikar utir upahlwf’" (rights and 
plea.sure). they were content w'lth two 
small meals a day, hut now they aie so 
greedy that they will serve beer to men at 
beer bais in Mumbai late a' night so that 
they can m.ike more and mote money 
The leader of the Sangh's trade union 
fnml. Bharatiya Ma/d( '< ir .Saiigli. Hattopant 
Thengde as.scits‘ "Nun vikas ka udhar 
adhtkai uiir andolait iiahi' (the basis of 
upliltment ol women is not rights or 
nuivemcnts) Ibedietahly.hecounlerposes 
the wile and the mother, thus making the 
woman i n mo vements I oi rights ncccssari ly 
a non-wite and a non-mothei In tact, 
motherhood and wiiehood are made 
incomptit ibic with employment and public 
identities It is assumed that women seek 
jobstorconsumerisidi’sires AshaShaima 
forbade jobs except in cases ol dire 
economic compulsion*^ 

Let me cite the Saiiiiti prayer at some 
length on this. 

Benevolent auspicious Hindu Land 
I dedicate my lile to you 
Your ide.is about holy chastity 
Embrace y<nir beloved daughtci' 

Bless our mc‘ek. pious, devout women 
Dedicated to their icligion and tiadition 
We arc the bicsseil tnotheis 
Of this powerful na' on 
Hindu women arc nude in the image of 
Motherland herself /Vn unlailhful sur¬ 


render to alien values like equality and 
rights will, therelorc. ruin not only 
themselevs. but Hindu ra.shira loo 

To counter dangerous ideas. Asha 
.Sharma explained that she teaches the 
ideal ot obedience. Girls must submit to 
parents, wives to husbands Otherwise, 
homes will break up and children left 
bereft ol solace and shelter The motif of 
the sullcrmg child is used as the most 
powcriul anodyne Western ideas like 
widow remarnage is sought to be brought 
under contiol. Widows wilhchildrcn must 
not mmarry, lor then they will lose both 
parents Mothers may work only under 
dire economic necessity Broken homes 
are causcHl by self-indulgent women who 
sc*ck to satisfy desires and seek pleasure. 
Pleasure desiic and rights are aligned 
together as the othci ol motherhood and 
tradition To teach them young, a detailed 
c(Kie ol ‘decent' behaviour and dic.ss is 
elaborated to shakha members II they 
conloim. they will he protected from rape 
and gam happy honk's **** 

The ma|or political I unction ot the .Samiti 
remains the dissemination ol commun- 
alisiii Women are taught to ‘anuly.se' 
cunent affairs and newspapers at shakhas 
They arc told about Hindu rashtra. about 
Chiistian-colonial and Muslim misuecds 
ot the past, about “Christian aggression 
and violent attacks on Hindu women, men 
and temples in all parts ol the country in 
the past year" They arc led with honor 
stories about attacks on Hindu women in 
communal riots They arc told that no 
Hindu has ever attacked a Muslim or a 
Chiistian- noiasingle Muslim oi Christian 
has K'en killed by a Hindu But Christians 
annoy Hindus by inciting dalils Dalits 
are like ignomnl children, said PcMinam 
Gupta with a contemptuous laugh. “You 
pist smile at them, say a few ^ weet things, 
and they have lost their hearts to you.” The 
tone stningly suggested a naingrel wagging 
his tail at a morsel thrown at him The 
communal perspective slide.s into sikijI 
hierarchy snumthly. They reiterate all the 
time “We do not approve ol rc.scrvation.s, 
whether tot women or for some ca.stcs It 
docs not help anyone, merit must be 
observed 

V 

Sevikas arc home- and neighbourhood- 
based, insulated from contamination I mm 
lesser social circles There is only one 
major exception to this Some of them - 
mostly the unmarried pracharikas - work 
with the Sangh's slum rehabilitation 
piogiammes under the Ses'a Bharati 
scheme .Some others tram the teachers 
who work in the RSS schools under Vidyc 
Bharati Both aie huge growth areas oi the 
Saiigh - the Vidya Bharati competing with 


the government chain of Model schools, 
and Seva Bharati running 1,700 centres 
in Delhi alone. Most teachers in the Vidya 
Bharati scheme are women, and Seva 
Bharati work of rehabilitation would seem 
to require ‘womanly’ nurturing services. 
Yet. Samiti participation even here is highly 
rcstncied. The Samiti at best is an auxiliary 
to certain fronts under the Sangh. 

The Sangh panvar appears to have 
launched on a curious course of action. 
It pioudly forefronts elected women 
members in the higher legislative and 
executive bodies In (his respect, its record 
IS fur better than that of the Left. On the 
other hand, women who are thus exalted, 
do not come fmm women’s organisations, 
nor do they have pmmincnt bases among 
the women of their own political clusters 
Tlicy are quite indifferent to women’s 
issues, problems, demands What is the 
implication ol this split between the 
women's organisations and women in 
electoral politics*' Incidentally, the .same 
patlem is repeated among the women of 
the .Shiv .Sena in Mumbai. Prominent, 
longstanding women corporators and 
ML As have no contact with or knowledge 
ol the Mahila Aghadi Sudha C'hari. 
loundcr of the Aghadi and a very sen'or 
Shiv Sena membet. has no power oi 
visibility within the party, nor was she ever 
given candidacy lor any kind of electoral 
seat 

The need to field women candidates is 
obvious, given a steadily growing women's 
constituency, reinforced by extremely 
vocal and active women's movements 
Also, reservation ot .seats for women in 
local and state-level elected bodies makes 
It indispensable I'he interesting thing is 
the carelul insulation of .such candidates 
Irom women's issues and organisations 
even within the Sangh panvar 

I would argue that the need to pash 
women into elecloial politics is counter- 
pointed deliberately by ellons to ensure 
tliat this does not add an edge to gender 
concerns oi to empowerment of women 
within the Sangh panvar. Women enter 
electoral politics and earn the pany some 
kudus lor progressive attitudes, without a 
concomitant coinpuLsion for the Sangh 
panvar as a whole to .sensitise itself to 
women’s needs Moreover, women MF^ 
or MLAs of BJP cannot enter the sanctum 
sanctorum of dcciston-making- the Sangh 
Itself, which remains exclusively male 
Nor are women members of the central 
organising committee of the Shiv Sena 
Fhc implications of their prominence in 
public politics are thus clipped at both 
ends. Women’s organcsations. on the other 
hand, cannot borrow the lustre ot their 
elected sisters who. on the other hand, are 
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individuaJs. unconnected with organised 
women as a front within tlw parivar. I 
found It interesting that Samiti office¬ 
bearers and pracharikas were quite con¬ 
temptuous about the issue of women’s 
reservation in Parliament, arguing that it 
denoted a tragic dilution of the principle 
of ment. One can perhaps make the same 
point about the Left parties which have 
a remarkable absence of women in their 
central decision-making bodies. At the 
same time, their women’s organisations 
are vibrant, dynamic, burgeoning, innova¬ 
tive and creative fronts, in sharp contrast 
to the rather moth-eaten Samiti of the 
Sangh parivar and the Mahila Aghadi of 
the Shiv .Sena 

VI 

11 the Sainiti is now a small, bounded, 
non-expansivc ailair, like the good. 
mode.st, non-competitive Hindu woman, 
then what is the significance of the new 
accents and stresses within them? I believe 
tliat the pattern has agrs'at relevance. These 
women are the custodians of cs.scntial 
Sangh values, of its .luthentic ideology, 
that the other fronts have somewhat diluted 
and imperilled in the current war games 
over electoial power Since clcctoial pro- 
occupations will coniinue to grow, the 
consors'ation of older values becomes all 
the mote ctucial Hence the .Sumiti is 
important as both a guarantee as well as 
a mtiror 

Secondly, if the battle over electoral 
power IS ever dccisiscly won then the 
Samiti will be the nucleus of the new 
Hindu domesticity Its women will be the 
exemplars, living models for the pattern 
to be realised in the Hindu ra.shtra oi the 
future Therefore, prciisely at a moment 
of expected tiiumph did it need to contract 
Its activities and affirm its purity, 
domesticity, cons’tvaiism at the cost of 
Its public activism 

We will he quite misled to believe that 
It IS an entirely imposed change enforced 
by the male Sangh Women have genuinely 
invested in this commitment They .sec a 
bnght future for themselves as the .soul of 
the Hindu rashtra. as the defender of 
tradition against the west, as partners in 
an internal colonisation over the Muslim 
and the Christian. 

Finally, the convictions that the Samiti 
expressed go beyond gender - oi. rather, 
gender is the pattern, the inspiration tor 
relations between castes and classes .Since 
It can mystify its opctalions of powei with 
intimacy, it is the most effective argument 
for ail hierarchies. The battle against equa¬ 
lity and rights that the Samiti had under¬ 
taken in the name of Hindu traditions is 
also a larger, unnamed struggle that the 


Sangh is engaged in to re-orient the discur¬ 
sive Older of power relations in the Hindu 
rashtra of its dreams. 
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'n%nds In Cultural Globalisation 

From Agriculture to Agribusiness in Karnataka 

MNPMiioi 

The farmers of Karnataka have been receptive to agribusiness firms and optimistic about economic 
liberalisation. But agribusiness has left them dependent on technical experts and scientists: and they are 
more vulnerable to changes in market and climatic conditions. If globalisation is to succeed, we need to 
build institutions to harness the forces of market liberalisation. 


THE cutting edge ot giobaltsation has 
severed cultures Irom their roots in dis¬ 
tinct space-time niches. The arrow of 
. cultural tune has been broken; technologi¬ 
cal advances in mass media and transport 
I' now make it possible for the pa.st of one 
.. culture to become the future of another 
; ‘Nostalgia for the present’ has become a 
' widespread cultural trail in a world that 
is rapidly shrinking under the pressure of 
globalisation. Easy and frequent interac- 
, tions allow cultures to free themselves 
i fTomtheirspatialmoonngsandfloattreeiy 
; in an ever-changing global kaleidoscope 
, of multiple cultures. Seductive ‘virtual 
realities' generated by computer techno¬ 
logy and the internet allow the ‘virtual* 
to morph into the 'real' in both the cyber 
and social spaces with the result that the 
reality principle itscll is now in doubt. 
Under the onslaught of cultural criticism 
the certitude of modem science based on 
the 'objectivity' of its method has 
crumbled. Globalusation is therefore a 
concept that marks a significant break in 
the flow of social processes - a concept 
that subverts the very objectivity that fixes 
its meaning (Appadurai 1997]. 

There have been attempts to deconstruct 
the ideology that supports tlM thesis of 
globalisation According to its proponents, 
globalisation is an inc.sorable process that 
opens the door to prosperity especially for 
those of the third world; resisting it is to 
invite national calamity. It is pointed out 
that this argument covertly promotes the 
culture of the first world as the culture to 
which ail the other countries are headed 
- a thesis reminiscent of the failed 
modernisation project of the 19.50s and 
1960s. Like its predeces.sor. the theory of 
globalisation is also viewed as obfuscat¬ 
ing the skewed exploitative relations that 
obtain between the first and third world 
countries today [Patnuik 1998|. 

Criticisms oCthe pitKess ot globalisation 
and its supporting theones have come 
under close scrutiny particularly in the 
context of liberalisation policies in Indian 
agriculture Themainobjectivesofthc agn- 
cullural strategy pursued by the govern¬ 
ment of India and the v.irious state govern¬ 
ments have been the attainment of self¬ 


sufficiency in the production of foodgrains 
and making foodgrainsandothcr ‘essential 
commodities' availabletotheconsumer at 
reasonably low prices. Although the 
government at the centre and some state 
governments arc now keen to liberalise 
agnculture and have taken several crucial 
steps in that direction, the broad frame¬ 
work of agricultural policy continues to 
be guided by the original objectives c>f 
self-sufficiency in the production of food 
and its cheap availability. Yet, the haif- 
heaned and cautious attempts to liberalise 
agriculture and allow the winds of 
globalisation to blow across India seem 
to have made a big difference to agricul¬ 
tural pro.spects in India. 

The national policy on seed develop¬ 
ment that was announced in 1988 seems 
to have inaugurated significant new trends 
in the globalisation of Indian agnculture. 
This policy permitted entry of pnvate 
enterprises in seed production and develop¬ 
ment thereby encouraging numerous pri¬ 
vate enterpnses - both national and 
multinational - to launch ambitious plans 
in the production of seeds, horticulture, 
floriculture, poultry, animal husbandry and 
meat processing to cater to bmh domestic 
and foreign markets. Many internationally 
n^uted agribusiness corporations including 
CvgillSeeds, Pioneer Overseas, Monsonto 
and Kentucky Fried Chicken have entered 
the Indian n^et either on their own or 
in joint ventures with Indian enterprises. 
Agriculture is also becoming attractive to 
Indian corporate giants who were till now 
operating in the industrial sector. This 
trend is particularly conspicuous in flo¬ 
riculture - a sector that has been register¬ 
ing impressive growth in recent years. 

Resistance f' globalisation in agricul¬ 
ture has also come from several left-wing 
intellectuals who see in it a threat to the 
food security of the third world. Right- 
wing nationalists are concerned that for¬ 
eign multinational corporations would 
drastically undermine the Indian ethos by 
propagating western lifestyle and its val¬ 
ues. Political leaders, intellectuals and ac¬ 
tivists espousing the caise of the dalits' 
arc concerned that a vast majority of the 
scheduled castes and scheduled tribes 


would suffer from the escalation of food 
pnees. Groups propagating the cause of 
gender equality and wonwn’s rights argue 
that the trends of globalisaUtm are likely 
to pauperise rural women. Such criticisms 
and protests against the globalisation of 
agriculture have acquired an extra edge in 
the light of several reports of suicides 
committed by farmers, especially cotton 
growers, in Karnataka, Andhra Pradesh 
and Punjab last year. The concerned state 
governments have been forced to consti¬ 
tute commissions of mquiry on the re¬ 
ported suicides and disburse financial relief 
to thef-affected fanulies. 

Thus, the opposition to globalisation 
cuts across a wide spectrum of ideological 
positions. Numerous social and political 
movementi: have consciously adopted 
agendas resisting the recent tren^ in 
globalisation. These ideological critiques 
and movements of protest in some ways 
represent the reflexive attitude that is 
characteristic of the culture of global¬ 
isation. Yet, in the Indian variant of the 
culture of globalisation the ideological 
and reflexive attitude towards globalisatioif 
seemfi,-to have yielded to political and 
economic interests that support glob¬ 
alisation. Despite the fact that almost all 
rising ideologies resist globalisation, in 
practice, even the state governments 
dominated by left patties have adopted 
policies favouring economic globalisatitm. 
This is true of the government of India as 
wcU. Although strong statements favouring 
the nationalist ‘swadeshi’ ideology is 
articulated by the Bharatiya Janata P^, 
the dominant party in the ruling alliance, 
policies favouring economic liberalisation 
and investments by foreign multinatirmal 
corporations have not been altered dras¬ 
tically. In fact, ministers of the govern¬ 
ment have been repeatedly assuring inves¬ 
tors that economic liberalisation in India 
IS irreversible. 

I 

Agribusiness in Karnataka 

Policies of agricultural liberalisation in 
Karnataka have set off a major political 
controveny in the country. Groups owii^ 
allegiance to Oandhian ideas on techno- 
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logy and self-reliance and groups of en¬ 
vironmental activists liave taken the lead¬ 
ing rote in protesting against the policies 
of agricultural liberalisation. The 
Karnataka Rajya Raita Sangh OKRRS) led 
by Nanjundaswamy has, since the early 
1990s, launched a sustained campaign 
against the new agncultuial policies in 
Karnataka. Adopting the tactics of 
‘Gandhian violence’,^ he led groups of 
fanners in attacking and ransacking the 
office {nemises of Cargill Seeds in the 
early 1990s. The attacks were justified on 
the ground that the foreign multinationai 
firm would make the local farmers depen¬ 
dent on hybnd seeds produced by the 
company thereby eroding the autonomy 
and self-rehance of Indian peasants In 
1996, he organised a similar attack on the 
first outlet of Kentucky Fned Chicken 
when it was opened in Bangalore He 
reasoned that the outlet would promote 
non-vegetarianism in India and reduce her 
cattle wealth [Assadi 1996]. In 1998, he 
organised the fanners to surround and 
bum standing crops of Bt Cotton - a 
genetically engineered cotton crop intro¬ 
duced by Monsonlo, the tamous multina¬ 
tional corporation in agnbusine.ss (The 
Sunday Times of India, November 29. 
1998) The company claimed that the crop 
had the special feature oi pnxJucing its 
own insecticide and that it was being legally 
cultivated on a tnal h;isis in .some select 
plots The protestors argued that the new 
crop emits ecologically harmful toxic 
substances leading to extensive ecologi¬ 
cal degradation and health hazards to 
human beings. They also asserted, that the 
new crop incorporate.s a ‘terminator tech¬ 
nology' that makes it impossible for the 
plants to produce theii own seeds Apart 
from making the Indian farmer depen^nt 
on tte company for the supply of .seeds, 
It was feared that the sterility - producing 
gene in the plant could contaminate other 
plants thereby (‘ausing unprecedented 
damage to the nch Indian ecology The 
company, however, vehemently refuted 
this charge 

The decline of the force of ideology in 
mobilising political support and in influ¬ 
encing policy decisions is dramatic in the 
context of the rise of agribusiness in 
Karnataka. There is a sigmficant change 
in the attitudes of the farmers of Karnataka 
towards the state government’s policies 
supporting agricultural liberalisation. They 
are no longer the oithusiastic supporters 
of campaigns launched by'Nanjunda¬ 
swamy and other political leaders against 
the operations of multinational agnbusi- 
ness firms in the state. For instance, the 
‘Cremation of Monsonio‘ campaign ini¬ 
tiated by Nanjundaswamy under the ban¬ 
ner of the KRRS in November-December 


1998, did not evoke much enthusiasm 
among the farmers of Karnataka; in fact 
some of them resisted the campaign.^ The 
farmers in Karnataka are in fact, positively 
disposed to private agribusiness firms, 
including some multinauonal ones. They 
prefer to emer into contracts with reputed 
agribusiness firms to cultivate their high 
yielding varieties be it of gherkin, seeds 
or different types of flowers. Such con¬ 
tracts involve a commitment on the part 
of the farmers to use only Uie seeds or 
saplings supplied by the agribusiness firm 
and work under the technical guidance of 
its officers. They also involve an obliga¬ 
tion by the agribusiness firm to buy back 
the pr^uce at a pre-specified price. Such 
contracts as.sure the farmers of predictable 
and guaranteed returns for their produce. 
Even the farmers w\ho have not entered 
into such contracts fare favourably di.s- 
posed towards the more reputed 
agnbusiness firms because of the assur¬ 
ance of quality and high yields o( Uicir 
seeds and saplings. It should he mentioned 
here that the agribusiness firms have al.so 
wooed the farmers in vanous wiys to win 
over their tiu.st. They have invested huge 
amounts to organi.se demonstrations of 
their plant and seed varieties on selected 
plots to convince the farmers of the claims 
they make regarding their products They 
have also .set up efficient marketing and 
extension networks to ensure that farmers 
get their supplies of seeds and prompt 
technical guidance whenever required. 

In Karnataka, a significant change can 
be noticed in the rural areas affected by 
agribusiness The peasants have now 
become farmers and traditional subsis¬ 
tence agnculturc has yielded to agri¬ 
business. The peasant produces primarily 
to meet the subsistence requirements of 
himself and his family. He ventures out 
into the market and produces ca.sh crops 
only after providing for his and his family's 
subsistence needs. In contrast, the farmer 
IS pnmanly market dnven - he prefers to 
buy his foodgrains from the market and 
specialise substantially, if not entirely, in 
the cultivation of high value crops. In 
Karnataka this change occurred gradually 
in the last few decades. It .started with 
sugarcane culuvation in the Mandya dis¬ 
trict after the first sugar mill in Mandya 
townwasest^lishedin 1948. In the 1970s, 
the Karnataka government made efforts to 
populansc senculturc which was till then 
confined to .some dry regions of Mysore 
district. Many of the farmers found the 
cultivation of mulberry plants^ so remu¬ 
nerative that thiey even gave up the cul- 
Uvation of ragi, which was theii .staple 
food item. The farmers found it profitable 
to grow commercial crops like mulberry 
and with the money they earned from the 


commercial crop they bought food fi 
the market. The new agribusiness fii 
have encouragedthis tenancy by incre. 
mg the range of ‘cash crops' and 
introducing new vaneties of hybrid seed 
and tis.sue culture plants. The farmers 
find horticulture, floriculture and s^ei^ 
production attractive alternatives tq 
foodgrain cultivation. 

The new vaneties of crops introduced 
by the agribusiness firms tend to encourj 
age market orienbition. These varieties uc 
less dependent on the .seasons than tb^ 
traditional vaneties of crops. This meanf 
that there is greater degree of freedom ii| 
choosing the time to sow seeds or planting 
saplings. The farmers can now schedule 
their cultivation to ensure that they bring 
their crops to the market when the prices 
are high. They are no longer bound to the 
traditional seasonal agricultural cycle and 
the pracuces that go with it. Some of themi 
claim that they manage to get three or eveHf 
four different types of crops in a year on 
the .same piece of land instead of the 
traditional two or three. ! 

Although the general tendency of the 
farmers is to rely on current public opiiuod 
in regard to profitability of crops, thera 
are signs especially in floriculture and in 
the pioduct vm of some horticultural cro|»j 
that the farmers prefer to obtain authentic 
informauon regarding market conditimw 
before taking important decisions on in¬ 
vestment This orientation to the market 
IS predicated on accessibility to relevanti 
market intelligence that is now confined 
to the more prosperous and educated 
farmers and to the newly emerging 
coiporatised sector in agriculture. Farm¬ 
ers not having easy access to relcvam 
market intelligence rely on their own 
cxpcncncc and the prevalent mood of tho 
market in making their decisions on crops, 
to grow. Such decisions have often land^^ 
the farmers in dire situations as they have 
collectively contnbuted to overp^uc- 
tion and dramatic collapse of the market.. 
Pcnodic overproduction of onions, cotton « 
and chillies in the last few years leadii^ - 
to political agitation by the affected farm- ( 
ers for government intervention have now ) 
become familiar trends in Karnataka'^' 
politics. The system of subcontractingthat f 
has now been tned by .some agribusiness 
concerns has become popular with the 
small farmers as it protects them from the 
vagaries of the market. 

In cultivating the new varieties of crops, 
the farmers find that their traditioniU 
agncultural knowledge is no longer help¬ 
ful. Fhcy depend on the companies that 
sell them seeds and plants for detailed 
instructions on sowing, walcnng sequence, 
fert’lisers and insecticides to be used and 
such other details in the culuvation of the 
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^new vanelies They have to maintain 
<> regular contact with the extension agents 

1 of the seed producers oi plant breeders to 
E seek advice on plant diseases and blights, 
*, fertiliser dosages and such other technical 
I matters. 

I The new practices demand huge invesl- 
. ments because ol the high pnee of .seeds. 
I plants, fertilisers and insecticides, but they 
( also promise high returns Hence, several 
i small farmers now pn;ter to lca.se in land 
to cultivate the new varieties even il it 
means that they have to take loans from 
moneylenders at a high rale ol interest A 
new practice ot leasing land has emerged 
in Karnataka now. Informal annual leases 
lor mutually agreed amounts of cash are 
becoming common practice in sevcial parts 
of Karnataka As there are many small and 
marginal landowners migrating to urban 
area.s, land lor rent is alw.iys available to 
trustworthy larmeis 
The new agricultuial practices have 
iitstilled an in.stnimental attitude in the 
farmers. Tins is rctlcctcd in their com¬ 
plaints about labour piobicms. They com¬ 
plain of high wage nitcs^ and difliculty 
in finding laboumrs w hen needed They 
resent the lad that labourers have become 
defiant, and dictate their terms in regard 
to hours ot work No I.ibourei now comes 
to work earlier than X am or works beyond 

2 pm unle.ss he is paid more They legard 
the cu.stomary practice ot farmers serving 
mid-day meals to then workers demean¬ 
ing and demand that they he paid the cash 
equivalent lot the meal. Realising the 
defiant mmHloi the labourers laimers now 
prelcr t«> c ulii vate c mps that arc not labour 
intensive .so that they avoid to the extent 
possible, what accoiding to them, aie 
unpleasant and humiliating evpenenccs 

A dramatic impact oi the new trends in 
agnbusincss is the optimism in regard to 
prospects in tanning The tanners are now 
confident that agncullurc can yield high 
letums to them and that they do not have 
to depend on the govomment to piotccl 
them But contranly. they are cntical ot 
the government lor not coming to ihcir aid 
sufficiently promptly when they find 
themselves in dire straits For instance, 
they complain about the subsidy provided 
to the lamicrs on the consumption ot 
electricity as having led to erratic power 
supply causing consulcrable damage to 
their crops Some ol them prcfci the 
government to charge highet rates to the 
farmers if it can assure them timely supply 
ol elcctncity every day 

II 

Floriculture 

The changes that are occurring in 
Karnataka* s agncultuic arc most dramatic 
in floriculture The countryside atound 


Bangalore is dotted with ‘poiyhouses*, 
growing carnations, gladioli, geibera. roses 
and other flowers that are in great demand 
both locally and internationally. The 
'polyhouse* is an enclosure covered by 
polythene sheets to facilitate the retention 
of moisture and climate control There arc 
laige 'polyhouses' covering over 20 acres 
of land as well as small ones covenng an 
acre or two. The larger poly houses use the 
latest computerised technology for cli¬ 
mate control whereas others depend on 
their wcirkcTS to switch on and off the 
machines that control the climate. Thc.se 
‘poiyhouses* have as.sured themselves of 
adci|uate water by digging bore wells, 
sometimes to depths ot more than MX) feet 
They use captive power generators to 
overcome problems caused by frequent 
load shedding by the stateeicctricity board 
Some ot the floriculture units have even 
I mpoited a special growing medium called 
rockwcKil to grow their flowers Spnn- 
klcis. water atomisers, drip irrigation 
systems, electrical fans and blowers, 
chemicals to kill w<»ds, special insecti¬ 
cides and fertilisers are required in the 
cultivation of the flowers Plant cuttings 
and saplings, .seeds and bulbs and insec¬ 
ticides and special Icrtilisers need to he 
imported into the country. Of ctnirse. there 
arc laws requiring that such items aic first 
tested and certified by competent authon- 
ties helnic being allowed for cultivation 
on a regular basis Most of the poiyhouses 
arc also equipped with air-ionditioned 
cabins lor grading and packing Packed 
flowcis have 'o he stored in cold rooms 
and transported in refrigerated vans to the 
airport loi onwaid tiansmission to differ¬ 
ent international markets The highly 
sophisticated technology requires 
consideiable capital outlay According to 
an estimate of the Industrial Development 
Bank oflndia (IDBI), optimal investment 
lor a hectare ol roses is about Rs 20-25 
million While there is considerable varia¬ 
tion in capital intensity across different 
cfiterpnsc.s. those in the businc.ss say that 
to e.slahlish a modem floriculture farm an 
inve.stmcnt of amund Rs 10 million per 
acic IS lequired (Deccan Herald, June 24, 

1096) Of course, there are traditional flo- 
riculiunsts who are taking to modem 
floncullurc on much lower inve.stments 
without adopt.ng modem technology, but 
they pioduce mainly for the local markets 
and arc not particularly quality conscious 
as the ,.'xporters arc forced to be. Unless 
the flowers meet international quality, 
hygienic and patent norms, permission to 
sell in the iiitetnational maikct is simply 
not loithcoming In fact, the floricultunsts 
in the .state complain that despite adher¬ 
ing to .such strict international norms, 
their flowers are often rejected by the 


importing countries without giving suffi¬ 
cient reason. 

The huge investments required in mod¬ 
em floriculture have come from the cor¬ 
porate sector and from several urban 
businessmen and entrepreneurs. The pub¬ 
lic sector financial institutions such as the 
IDBI provide loans at atIracUve intere.st 
rates to encourage investments in floricul¬ 
ture The government of Karnataka is con¬ 
sidering the demand ot the floricultunsts 
that flonculture be given the status of an 
industry Some of the iuger flonculture 
units have been promoted by Israeli, Dutch. 
Amcncan and Japanese enterpnses in 
collaboration with Indian entrepreneurs 
Although the land laws ol Karnataka have 
been amended to allow non-agneulturists 
to buy land for investment in flonculture, 
most of the floriculture enterpri,scs team 
up with an agncultunst in whose name the 
land is purchased Most of thc.se enter¬ 
prises are estahli.shcd either as partner¬ 
ships or as private limited companies 

There is subcontracting in the export of 
flowers as well Firms engaged in the 
export of flowers enter into a putting out 
relationship with llonculnirc units tocasure 
adequate supplies ol good quality flowers 
They supply their vendors with the seeds, 
bulbs or saplings and pmvide technical 
help and advice to them. The contract 
binds the vendors to supply their flowers 
exclusively to the cxpoiting firms at pa'- 
specified pnccs Tlic vendors have to hcai 
the expenses as well as the risks involved 
in the cultivation ol the flowers. The 
cxfKiiting firms can reject the flowers it 
they do not come up to international stan- 
dafds on quality. Another route to export 
flowers IS to take them to the flower 
auctions conducted every morning by the 
Karnataka state Agro Industnes Corpora¬ 
tion in Bangalore. At the auction stringent 
international standards arc used to grade 
the flowers before they are accepted 
Several export houses hid at these auc¬ 
tions There is keen competition to export 
flowers as they command high pnccs in 
the international market. For instam e. a 
good quality rose can .sell tor over Rs SO 
in the Netherlands. Dunng the peak sea¬ 
son. that is a few days prior to the Val¬ 
entine Day on Febmary 14, flowers fetch 
even higher pnees in Eumpe. Flower 
exporters gear their activities in such a 
way that they are able to export their best 
flowers i n large quantities dunng this short 
peak season 

Flowers rejected forexport are auctioned 
as ‘seconds' for sale in the local markeLs 
The auction for ‘seconds* seems to have 
given a boost to the local markets for cut 
flowers. Almost every street comer in 
Bangalore now has a florist making bri.sk 
business throughout the year. It is true that 
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bd^ a cantonment town with a cosmo¬ 
politan ambience, there was already a big 
market lor cut flowers in Bangalore even 
before the modem floriculture units were 
established The maiket, however, has 
grown in size in the last few years. The 
recent advertisement campaign.s to 
popularise the celebration of Valentine 
Day have proved to be great successes; 
florists now consider the first 14 days in 
the month ot February as their peak sea¬ 
son On Valentine Day roses are in such 
great demand that they fetch as much as 
Rs lOper bud. The demand for Lut flowers 
in the city has increased, as the culture ol 
presenting bouquets at weddings and 
public ceremonies is m iw becoming popu¬ 
lar Another source ot demand is the 
proliferation of commercial and business 
activity in the city Sonic hotels and 
business firms in the city have entered into 
contracts with florists for weekly supply 
ol cut flowers In some upper class locali¬ 
ties flonsis have entered into such ai- 
rangements with private households as 
well 

ITic growing marker for cut flowers has 
had a demonstration ettcct Attracted by 
the rising prices ol sul flowers several 
traditional laimers too have taken to tlo- 
ncultuie Inthe villages around Bangalore 
one comes across fields envcied with 
mangolds, tuberoses, gladioli and ro.ses 
These new floriculturists get their sap¬ 
lings, cuttings or bulbs from IrKal com- 
mcrcial nurseries and lely on the garden¬ 
ing tips they pick up tiom other gaidcncrs 
and owners of nursciics They arc also 
willing to expenmcni with novel prac¬ 
tices They have taken to using green 
manure and earthworms to enrich the .soi I 
The.se fanners find a ready maiket for 
flowers in the towns surrounding Banga¬ 
lore - they do not even have to visit the 
city to get a gcxKl bargain They catei to 
the market lor cut flowers as well as to 
the market lor plucked flowers. They 
harve.st llowets in sut.h a way that they 
can be sold in the cut flower market that 
IS hy ensuring that there is a long stem 
with the flower. If plucked flowers arc in 
great demand on a given day, all that they 
do IS to pluck the flowers and thmw away 
the stems The market lor plucked flowers 
is also growing tn Karnataka A.s plucksnl 
flowers are required tor Hindu worship 
there is growing rtemand from temples all 
over Karnataka The demand for plucked 
flowers goes up during festivals, in the 
wedding season and during some .secular 
celebrations. The demand for plucked 
flowers IS not just confined to the Hindus 
Muslims as well as Christians u.se plucked 
flowers strung into givlands on various 
ncca.sions. Moreover, plucked flowers are 
now being used in nos el ways on impor¬ 


tant social occasions. At wedding recep¬ 
tions, public celebrations of birthdays of 
important persons and at political party 
conclaves, it is now the common practice 
to construct huge welcome arches and 
decorate them with plucked flowers ot 
various colours. Flowers also embelli.sh 
messages and symbols on welcome arches 
and decorative panels. Viewed from an 
all-India perspective, the cultuic of flow¬ 
ers IS prominent in the everyday life of 
Karnataka 

Modern flonculture has introduced a 
plantation type of agrarian system in several 
parts of rural Karnataka There are secu¬ 
rity guards to prevent unauthonsed entry 
and trespassing into the flonculture farms 
Graduates in agricultural science arc 
employed as managers to .supervise the 
day-io-day work Besides the managers, 
the j^arm may also use the services o( 
consultants to give expert advice on in¬ 
secticides. fertilisers, engineering and 
accounting problems 

Flonculture is a highly labour-intensive 
activity. According to an official estimate, 
on an average a modem flonculture farm 
employs 50 workers per acre. Workers, 
c.specially women, have to do a variety of 
different tasks in the farm. They have to 
water the plants at regular intervals and 
in nght amounts, apply specified quanti¬ 
ties of fertilisers and insecticide at the 
nght time, remove weeds and stones and 
harvest the flowers at lea.st twice a day 
The ]ob of continually checking the plants 
to ensure that one plant has only one 
flower bud hlcKiming in it, harvesting 
flowers tisiec or Ihncc a day, dressing 
them properly, gtading and .sorting the 
flowers and packing and storing them in 
c(Mil looms tails to women. Men arc in¬ 
volved in maintaining of equipment and 
in climate control The workers have to 
acquire the requisite skills and knowledge 
to tend to the plants and manage them 
Most of the workcis employed in poly¬ 
houses arc women as they arc reputed to 
be gcKKi at noticing even slight variations 
in the health ot the plants, in nipping buds 
and in cutting the flowers. The men arc 
mostly bicsy with humidifier machines, 
pumps, ciKiling fans and other farm equip¬ 
ment These fat ms re.scmblc a factory 
although unlike in a modem factory, 
division ol labour and specialisation has 
not evolved sulticiciitly 

In the villages around Bangalore people 
pielet to work in flonculture farms be¬ 
cause such work commands high prc.stige 
Availability til work throughout the yeai. 
Its skilled nature and the factory-like work 
atmosphere attract the villagers to work 
in the.se farms The wage level in these 
farms ts often lower than the wage level 
outside the farms. The high pre.stige at¬ 


tached to the job; regular employment an 
the prospect of being absorbed by the fi 
on a permanent basis are more im; 
corcsidcrations for these workers tbantitej 
higher wage they can get elsewhere it, 
agnculture 

.Since the larms are new and have spnm& 
up only in the last 2-3 years, it is yet to^ 
early to talk about the pattern ot manage' 
ment - labour relations There arc. how¬ 
ever, signs of incipient tensions. ThJ 
managers .speak ot the need to handle the 
workers delicately to overcome prohienu 
such as ab.scnlecism. They seek the advice 
and assistance of village clrters in the 
vicinity in identifying reliable workers 
and latei, in maintaining work discipline 
in the farms Village elders also seem to 
enjoy the attention they receive from thd 
.senior officers of the flonculture farms -| 
It gives them a sense of importanc<| 
c.specially in these troubled limes wbcti 
their .sen,se of dignity is being challenged 
hy their former clients The workers in 
the flonculture tanns of Karnataka are, 
apparently not as well organised as theii^ 
counterparts in Andhra Prade.sh. In 
Andhra Pradesh, non-govemmcmoigani-< 
sations have played a signiflcant role itf 
mobilising the workers to demand higlie^ 
wages and better working and living 
conditions 1 

I 

III 

General Impact 

Agnhusiness seems to have injected 
considerable optimism tn the rural areas 
of Karnataka The farmers see the new 
plant vanctics and new cultivation tech¬ 
niques as opening the doooi to economiq 
prosperity long denied to them by agri-| 
cultural policies that o,sten.sibly sought to) 
protect the interests of consumers andl 
pca.sants. 'There are visible signs of ruraH 
prospenty today. Bus services bnngiog in' 
daily commuters - both men and womcii! 
- from the city and nearby towns to work 
in floriculture farms, commercial banks 
and private .schrxils, convents and board-} 
mg .schrxils that arc proliicrating m tiiei 
countryside. The tamicis arc keen to give 
thetr children a grxxl Faiglish education j 
Another sign ol prospenty is the number | 
of inolorcycles and cuts that crowd ruial I 
roads Private consultants on horticulture 
and floriculture as well as agnculturaT 
experts recruited by the large agrihusincs.s 
firms have a busy daily routine visiting 
fanners even in remote villages to render 
prolcssional advice demonstrate the new 
agrarian dynamism sweeping the rural 
areas 'rhcic are several other signs of the 
dyitami.sm of the rural economy In the . 
numerous small towns and oveigrown 
villages summiiding Bangalore, hotels are 
doing bnsk business and more .‘ire coming 
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f up every day. There are uxis available in 
these towns to take viMtors to the remoter 
[ villages Marriage halls, catering services, 
i rentals of public speaker systems, photo 
? studios and vid^ parlours and retail sales 
i’ agencicsfor's^s,pesltcide$andfertiIisers 
, and shops selling green manure and even 
eaithwoims imported from the Philippines 
I ue doing big business in these towns and 
, villages 

j There are also other indicators of eco¬ 
nomic dynamism such as the boom in 
house building and construction, prolif¬ 
eration of brick kilns and multiplying 
opportunities for small businesses. Thus, 
it is now easy for an experienced mason 
to set himself up as a contractor building 
houses, for an experienced cook in a 
catering establishimni to set up his own 
catering service and for a cane worker to 
go into business independently to con¬ 
struct decormive floral arches for wed¬ 
dings. Similarly, a worker with some 
experience of tending grape orchards can 
now hire out his expertise on a weekly 
basis to grape farmers Employment op¬ 
portunities for both men and women seem 
to be increasing Apart from flonculturc 
farms, seed farms and horticulture nurs- 
cnes prefer women workers. Women also 
find work as shop assistants, nurses and 
health workers, beauticians, school¬ 
teachers and receptionists. Agncultural 
labourers prefer to look lor work outside 
their own villages so that they can bar¬ 
gain for higher wage rates in an imper¬ 
sonal market situation. As a matter of 
fact, it is difficult to iiKate able-bodied 
workers in the villages even during the off 
season. 

The developments narrated above are 
affecting the quality of social relation¬ 
ships in the rural areas The orgimic unity 
of the village iscoming under.severe .strain 
Rich farmers arc moving out of their 
residences inside the residential portion ot 
the villages to ‘farm houses' located in 
thdr own fields. These farmhouses pas- 
sess all the modem amenities such as 
piped water supply, electricity and flush 
latnnes.The largecompounds have enough 
room to park their tractors, motorcycles, 
cars and jeeps and for their cows and 
poultry The nch farmers are gradually 
seceding from the social and political life 
of the village They say that their farm 
work has become .so complex and de¬ 
manding that they can no longer find 
adequate time to attend to village alTairs. 
This is partly also a defensive reaction to 
their loss of power 'fhe nsing political 
conscioasnuss of the dalits has pushed 
their formci peasant m.Lsters on the defen¬ 
sive. The expansion of employment op¬ 
portunities in the region has made it easy 
for the marginal fanners and agncultural 


IdxMireis to find work outside the village. 
They are no longer dependent on the rich 
farmers in the village to eke out a live¬ 
lihood. They can now afford to ignore and 
be indifiercnt.if not hostile, to their former 
patrons. 

A significant trend that can be attributed 
to agribusiness is the proliferation of 
caste neutral social spaces in die rural 
economy and society. Agribusiness 
practices have sharpened the sensitivity of 
the farmers to considerations of produc¬ 
tivity and market competition. Tte farm¬ 
ers have to now operate in numerous social 
spaces in which caste and conmiunity con¬ 
siderations tend to recede to the back¬ 
ground. In interacting with agricuitural 
experts, retail agents of agribusiness 
firms, instromentd considerations such 
as competence and reliability rather than 
considerations of affinity and caste are 
becomirtg important 

Amnher notable feature of the expand¬ 
ing rural economic horizon is the increased 
scope for social anonymity. To a certain 
extent social anonymity is the consequence 
of the impersondity of social relation¬ 
ships engendered by agribu.sine.ss. Askillcd 
worker with some experience in modem 
floriculture is in such great (femand that 
her social background becomes irrelevant 
for the Arms hiring her. Similarly, a dalit 
whp has acquired culinary skills is a.s.surcd 
of a clientele if he sets himself up as a 
caterer in a nearby town because, as one 
of them said, ‘in the towns no one has the 
time to ask him about his caste’. Further, 
with rapid migration of people in search 
of employment and the consequent dis¬ 
persal of members of any given village 
over a wide area, it is difficult to ascertain 
the caste and community identities of 
people with whom one forges economic 
ties. In such situations, it is possible to 
pa.ss oneself off as a member of a higher 
caste And even if one wants to do so, it 
IS diiflcult to check on the caste and 
community antecedents of people with 
whom one interacts. Asa wholesale flower 
dealer in one of the smaller towns near 
Bangalore commented when 1 quened him 
about his caste: ‘you ask another person's 
caste only if you are interested in getting 
your daughter married.’ There are also 
instances of Mu.slims owning flower 
shops namec after Hindu deities, of 
brahmins involved in poultry and meat 
processing and of madigas (a numencally 
preponiJeranl daiit caste in the region) 
setting up milk daines called ‘Gokula’ or 
‘Nandana Vana' (names and places asso¬ 
ciated with the Ibishna legend and with 
the yadavas who claim kinship with the 
god Krishna). 

In considering the social impact of 
agribusiness and hence of globalisation it 


becomes imperative to point out that the 
social trends vaiy significantly in differ¬ 
ent regions. Thus, while it is true that 
globalisation seems to erode village soli¬ 
darity in the southern parts of the state, 
in some niral locations the experience has 
been different. Thus, in the villages around 
Ranibennur near Dlurwar district in the 
north of Karnataka, agribusiness seems to 
have strengthened the unity of the village. 
Here, firms engaged in s^ productiem 
prefer to entm' into annual contracts col¬ 
lectively with all the landowners in the 
village. The seed production firms prefer 
such collective contracts to ensure that the 
seeds produced by the fanners are not 
contaminated by die diversity of crops and 
agricultural practices in different fields. 
To ensure consensus on the annual con¬ 
tracts in the village the firms find it con¬ 
venient to promote village solidarity. 
Therefore some of the more reputed firms 
build village community hails, panchayat 
buildings and pnmary schools to win over 
the collective sentiments of the villagers. 
Considenng that some ot these villages 
were earlier notorious for their factional¬ 
ism, It is indeed remarkable that agri¬ 
business firms have injected a strong sense 
of unity in these villages in a matter of 
a couple of years. 

In drawing inferences on the impact of 
agribusiness it is impoitant to keep in 
mind the fact that the trends that arc 
contributing to the rapid expansion of the 
market can also easily get reversed lead¬ 
ing to rapid contraction of economic 
opportunities. Thus, the spate of suicides 
of farmers - especially cotton fanners - 
ot Andhra Pradi»h, north Karnataka and 
Punjab in the light of two successive 
failures of cotton crops in 1998 high¬ 
lighted the social costs of globalisation 
Inquines conducted by various commit¬ 
tees and bodies and other studies have 
now established that the farmers who 
committed suicide had fallen into a debt 
trap. In Andhra Pradesh, cotton had ac¬ 
quired a reputation as ‘white gold' and 
even the farmers who had no experience 
of growing cotton switched to its cultiva¬ 
tion. Thus, the farmers in Warangal dis¬ 
trict of the state who had only the expe¬ 
rience of growing food crops earlier, took 
up cotton cultivation in a big way. Inves¬ 
tigations reveal that when the crop failed 
the first time, instead of being dkeired, 
several farmers tried to recover their losses 
by growing cotton once more by raising 
another loan. The crop failures were caused 
by adverse weather conditions, but the 
losses were compounded by excessive use 
of insecticides and fertilisers, unscrupu¬ 
lous retailers selling spurious insecticides 
and fertilisers and by tiw lack of efficient 
extension services to advise the fanneis 
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(Shiva et al 1999]. Apparently, the req¬ 
uisite netwrak of experts, extension woilc- 
ers. retailers of seeds, fertilisers and pes¬ 
ticides to cater to the needs of cotton 
growers had not been built in the area 
which compounded the woes of the cotton 
growers. 

The suicides mentioned above reveal 
the darker sidcof the impact of agribusiness 
andofglobalisation Asmarketsarcopened 
up,johopponunities and opponunitics for 
making profits increa.se thereby creating 
an atmosphere of prospenty Suicides of 
.some of the cotton farmers. Imwever. reveal 
that the mood of the market may soon 
swing to the other extieme of depression 
and gloom To prevent such sharp swings 
in market .M'ntiments. it is imperative that 
the farmers are supported by an institu¬ 
tional infrastructure that enables them to 
get correct and reliable information on 
new emps and then market potential. The 
farmers should also K.' protected with an 
effective system of quality certification 
and regulation so that those who sell 
.spurious seeds, plants or insecticides can 
be compelled to pay heavy damages to the 
farmers It is clear that the forces of 
globalisation can he eltectively harnessed 
only if a proper institutional infiaslructure 
IS built up In the absence of appropriate 
institutions, the vagatics of weather and 
market an.* likely to ckkIc latmcrs' con¬ 
fidence in adopting new agricultural prac¬ 
tices 

The suicides arc also symptoms of the 
pathology of globalisation Globalisation, 
by converting the peasants into iarmers, 
has di.spo.sses.scd them ol their agriculture 
and depnved them ol the knowledge of 
and the cultural capital ol agiibusiness 
Had they al least possessed the cultuial 
capital, ii could have somewhat compen¬ 
sated their lack of knowledge because 
they could have then gained stKial access 
to the experts m the field Cultural capital 
also enables them to he discriminative 
about the advice rendered by others 
Lacking in cultural capital, the cotton 
growers ol Andhra Prudc.sh suffered huge 
losses by following the advice of unscru¬ 
pulous traders and retail agents lor various 
types of pesticides 

Another inference regarding cultural 
glohaiisafion that can be drawn is ^oui 
the need to convert the speculative orien¬ 
tation that IS triggeiod off by market 
liberalisation into a hard-boiled pragmatic 
orientation based on accurate calcu¬ 
lations about costs and benefits and 
forecasts about market trends It is evident 
that as the peasant bi‘came a farmer, he 
lost the tradition of resilience and prag¬ 
matism that had been ihe hallmark oi his 
survival strategy. Agribusiness has ten¬ 
dered him depenrknl on the technical 


experts and scieirtists and various cwq- 
merciai interests that dominaie Ins life 
today 

IV 

Conclusion 

Recent trends indicate that forces oi 
glohalisdiion have brought signiticant 
changes in rural Karnataka The farmers 
of Karnataka have been receptive to the 
operations ol agribusiness firms and have 
been optimistic about their prospects in 
a liberalised economic regime The policy 
of agricultural liberalisation has appar¬ 
ently opened up entrepreneurial and 
employment opportunities sufficiently to 
inculcate a widespread sense of optimism 
in the .society at large Nowonderthen that 
movements resisting globalisation, despite 
their lofty tdcnlogie.s have not been taken 
seriously by the people The reflexive 
attitude that is icgardcd as a characteristic 
ol the cultua* of globalisation is conspicu¬ 
ously subdued in India Considering the 
fact that ideologies have dominated and 
shaped the culture of Indian politics and 
taking account ot the near universal op¬ 
position to globalisation though from 
divei sc and divergent perspectives, it does 
seem paradoxical that the current policy 
on liberalisation has not been a‘.sistcd m 
piacticc Instrumentalconsidcrationshavc 
become pnmary lalhcr than ideologies - 
this in iLself is an impo-tant .social con- 
.sequence of globalisation 

Another finding of this paper is that the 
impact of globalusatton depends on the 
specific cundiiions that obtain in a given 
locality ticnce. it is hazardous to 
draw inleiences on the general impact of 
globalcsation Nevertheless, one general 
observation that can he made is that in 
some contexts the rutal scKiciy is under¬ 
going profound changes The organic unity 
ot the village cannot any longer be taken 
lor granted. 

Despite the fact that globalisation has 
made deep inroads in Karnataka, it will 
be premature to infer that it cannot be 
reversed The laci is that die farmers now 
have much more to lose than before in the 
eventuality of failure cither due to adverse 
market conditions or due to unpredictable 
climatic factors llndcr.siichcircumstances 
upward and optimistic economic and social 
trends can quite ca.sily get tran.sformcd 
into a general atmosphere of pessimism 
and gloom T o avoid the latter eventuality. 
It IS imperative that proper institutional 
infia.structure is built up .so that the farm¬ 
ers can be given strategic support at cni- 
cial junctures It is clear that the success 
or failure of globalisation depends con¬ 
siderably on the nature of institutions that 
are built up to hamc.ss the forces of market 
liberalisation. 


Notes 

[This study is based on my ongoing nesearcli 
project on Ihe impact ot agnbusiness m Kamouka 
which began in December 1096 -M N Snnivas 
has been malting me newspapci clippings, articles 
and Hooks on agnbusiness. ii is natural for him 
lo encourage scholars in this way when he gels 
inteicsicdintheirwork IthonkDMNaniundnppa, 
chairman. ICSSR. for his valuable sugges ins 
on an earlier dratt ot this paper Subba Reddy, 
assistant protessor in the depaiuiieni of sociology 
of (he Gandhi Krishi Vidyalnya Kendra, 
Bangalore, provided valuable assistance to me 
dunng iny iicldwoik in Karnataka. Last, but not 
the least I am grateful to the department of 
special assistance of the C'enlre for the Study of 
Social .Systems. Jawahorlal Nehni Universiiy for 
generously supporting my lieldwork in 
Karnataka | 

1 The politically conscious members of the 
foriiK-r untoochahlr castes, who are struggling 
against the tyranny of caste Hindus, coil 
themselves daliis or Ihe oppressed The Indian 
Constitution lists them as scheduled castes 
entitls'd to certain special provisions lo 
compcnsaie (hem fur the social dtsahililies 
they suffer 

2 According to Nan)undaswamy Gondbian 
ideology ol non violence permuted the use of 
violence against inamnmlr nbiecis as apolilieal 
weapon 

fhc're were re|iotts that some ot the tarmen 
wIhi were sullivatmg Ihc Bl cotton on a tnal 
basis in then plots were averse to their cn^ 
hciiig 'ciemoicd’ Some even sought police 
protection against the agiiatnrs {The Pinneri, 
December 7 I9<)«) 

4 .Si wotins arc fed on iiiulN-ny leaves lo glow 
lo Ihc stage ol pupa l( is at tins stage when 
■he silkworms aie inside the cocimmis that silk 
thread is cxiracied by boiling the cocoons m 
water 

5 1 he pievalent daily rate lor men is Rs per 
head with a mid-dav meal ot its equivalent 
v.iluc in cash in Ihc peak season the rate may 
even go beyond Ks 40 in north Kumuiaka ihe 
wage level is much lower al around Rs 20- 
2S per day 

6 See. Vasavi (I9>)9i for on analysis oi suicides 
in ihc draught -prone Bidardisinci ot Karnataka 
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Life Insurance Business in India 

Analysis of Performance 

D Tripati Rao 

To develop a proper perspective of the ongoing debates on the privatisation and globalisation of the 
insurance sector a systematic study of the structure and pattern of growth of the Indian insurance industry 
is essential. An analysis of pattern of growth of life insurance industry - a state monolith - since its 
nationalisation in 1956 has been carried out. This article goes into the operating results of the Life Insurance 
Corporation and their macro-economic importance. The main focus of the article is the pattern and growth 
of life insurance business in India. Specifically, it deals with the analysis of growth of new business, business 
in force, income and outgo (financial outflow) life fund, i e, institutionalisation of savings, and business 
by different zones of LlC. Finally, these indicators are compared with the related macro variables. 


LIFH insurance business in India was 
nationalised and its management taken 
over by the central government on 
September 1.1956. By an act of parliament. 
Life Insurance Corporation (LIC) was 
formed with capital contribution of 
Rs 5 ciorc from the government of India 
The avowed objectives of nationalisation 
of hie insurance business in India, among 
others, were toth: velop it as a six'ial sccun ty 
cover for all sections of the society and 
as w important mechanism for channelling 
the savings of people for national develop¬ 
ment programmes [Malhotra Committee 
Report 1994 7. Kumai 1991 47) Further, 
in 1974 as a follow up to the recommend¬ 
ations by the Administrative Reforms 
Committee,' the LIC explicitly stated that 
one of its objectives was to spread the 
message of life insurance as widely as 
possible to provide life insurance to all 
insurable population* of both urban and 
neglected rural areas and socially and 
economically hackwaid classes This was 
to be done by making life insurance avail¬ 
able cheaply, maintaining it economically 
and increasing the productivity of the 
personnel. 

Since nationalisation life insurance 
business in India is coterminous with the 
state-owned LIC, which has a dominant 
position in the economy in two ways 
First, as a national insurance agency it 
serves to pool and redistribute risks 
associated with the death of earners (policy 
holders) in millions of households. In many 
cases, insurance policies provide for 
savings fur old age Life insurance is thus 
important from the social point of view. 
Secondly, as a major collective savings 
institution, the LIC is a dominant financial 
intermediary in the economy, channelling 
investible funds to the productive .sectors. 
These two aspects of the LIC together 
rai-se a number of issues concerning its 
present state and future role in titt economic 
developmcni of India As a step towards 


bringing about improved efficiency in the 
insurance sector, the Malhotra Committee 
has recommended the privatisation and 
liberlatisation of the insurance sector 
However, there are apprehensions about 
the required balance between economic 
and social objectives of the sector in a 
country like India. Against this backdrop, 
this article analyses the progre.ss of life 
insurance business in India since its 
nationaliastion in 1956. It goes into the 
operating results of the LIC and their 
macro-economic importance The main 
focus of this paper is to capture the pattern 
and growth of life insurance business in 
India Specifically, itdeals with the analysis 
ol gniwth of new business, business in 
force, income and outgo (financial outflow) 
and lile fund, i c, institutionalisation of 
savings. Also included arc the analyses of 
rural business and business by different 
zones of LIC Finally these indicators arc 
compared with relevant macro variables. 
The years before 1983-84 are referred to 
as subperiod I and 1983-84 onwards as 
subpenod II 

I 

New Business 

In this section the focus is on new 
business, individual as well as group. New 
business refers to the business contracted 
during a given year. The analysis is in 
terms of constant 1980-81 pnees using the 
GDPimplicitdeflatorforthe life insurance 
sector computed from National Account 
Statistics pi )lished by the Central 
Statistical Organisation. It will be seen 
from Table 1 that much ol the growth in 
businers occurred during the decade 
beginning 1983-84. Also evident is the 
sharp growth in group business duniig the 
1980s A regression analysis (see 
Appendix) of the growth rates for two 
subperiods clearly brings out the 
acceleration in the growth of sum assured 
as well as number of policies during the 


decade after 1983-84 (Table 2). In both 
the subpenuds the individual insurance 
from Indian registered foreign tnisiness 
has shown a decline, as the proportion of 
new business out of India to the total new 
individual busine-ss has dropped on an 
average from 0.35 to 0.15 per cent in terms 
of policies and from 1.05 to 0 42 per cent 
in terms of sum as.surcd 
Thus, the decade beginning 1983-84 
witnessed a significant growth in new 
business both in terms of policies and sum 
assured. Two reasons may be offered for 
this First, the growth and development ol 
life insurance business is closely related 
to the general economic development of 
a country [UNCTAD 1993, Agarwala 
1961] In the earlier decades the macro- 
economic conditions were not conducive 
for growth in hie insurance busine.ss, c g. 
low GDP growth, low savings rate of the 
household sector, especially financial 
savings, and various macro-economic 
shocks in the form of fluctuation in 
agricultural production, oil shucks in 
1970s Secondly, important organisational 
and administrative changes in subpetiod 
n helped to tone up the operations of the 


Tabu t Gbuwih in New Busini ss 
(AT t980-8t PRiers) 


Business Indicator 

l%2. 

1983- 

1992- 


63 

84 

93 

Sum assured (Rs crore) 




Total 

3.319 

9,291 

28.378 

Individual 

3.319 

3.434 

13.478 

Croup 

- 

5.857 

14.899 

Number (in lakhi 




Individual policies 

17 68 

23 71 

99.68 

Group members 

- 

73 78 

180 44 


Notes I Nominal values have been deflated 


using the imphcit GPD deflator for the 
life insurance sector The defloior was 
computed from CSO (1990. 1992. 
1991. 1995) 

2 Imiividuals may be holding more than 
one individual policy. They may also 
be members ora group policy simul¬ 
taneously 

Source- AnnualReportsofLIC,vanottsiuues 
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’Hiere is a decline in the percentage 
share of Imhan registered foreign business 
from 1.29 to 0.16 per cent in terms of 
policies and 2.26 or 0.48 per cent in terms 
of sum assured during the two subperiods 
New business as a proportion of business 
in force in terms of individual policies 
increased from 11.71 to IS.lOper cent and 
interms ofindividualsumassured increased 
from 16.74 per cent to 20.16percent in both 
the subperiods. New group business as a 
proportion of group business in force in 
terms of sum assured has shown a mar¬ 
ginal decline from 83.40 to 82.87 per cent. 

Thus, in analysing growth of business 
one would notice a significant growth in 
life insurance business in India since the 
early 1980s Both the indicators-number 
of policies and sum assured - have shown 
an increa.sing trend And there was a spurt 
in group insurance business between mid- 
1970s and early 1980s. The analysis of 
new ousiness clearly brings out the point 


that the gtowthui policies is slig^y hi_ 
than the real growth in sum assured. But' 
sum assured should rise as a result (rf 
growth in both number of poheies and 
average sum assured. If numberof polides' 
increases without an increase in sum 
assured, then the cost of operations is 
likely toinciease. In this respect theaverage 
sum assured at constant prices in terms of 
both individual and group policies declined 
fromRs 17,629 and Rs 10.326msubperiod 
I to Rs 14,S0S and Rs 7.126 respectively 
in subperiod 11. Thus it seems to be that 
the corporation spread life insurance 
business at the expense of higher costs of 
operations. 

ni 

Rural Business 

In the pre-nationatisation period there 
was limited development of life insurance 
in India with rural areas largely neglected* 
Thus life insurance failed to cater to the 


Tabu 2 Growth Ratts on Inh,ation-Awusted 
Ni-w Bi'Sinus 

(In ptr i ent per annum) 


New Business 

Sum 

Nool 

Noot 


Assured Policies Members 

Total new business 




1957 to 1983-84 
1983-84 10 

7 41 

- 

- 

1993-94 

Individual business 

1009 


- 

19.57 to 1983-84 
1983-84 to 

21; 

1 16 


1993-94 

15 18 

16 39 

- 

Group business 
1966-67 to 




1983-84 

1983-84 to 

37.55 

- 

17 19 

199.3-94 

8 89 

> 

M 7.1 


Noim I The penodwise growth rales are 
esiiinaicd using a kinked-exponemul 
ritolthclypcLnlY) sA-fBtDit + D2kl 
ai)2t - U2k) + e. where Y is the 
dependent variable, t is the tune period, 
k lA the kink. B and C are the growth 
rates fur the respective periods and DI 
IS I in the first subperiod and 0 
otherwise .md D2 is I in the second 
subperiod and 0 otherwise 

2 The intlation-adiusted growth rates 
are arrived at by deflatiiw the nominal 
values using implicit GDP deflator 
for life insuran,.e sector computed 
from the N AS ot CSO For the years 
|q.S7 through Idbl and l<)9V44GNP 
deflator has been used for lack of data 

3 The individual insurance figures 
include Indian icgisieied foreign life 
insurance business of LIC 

4 Separate figures for group msutiuicc 
became available only after 1966-67 
for sum assured and I974-7.S for 
nundiernf memben, melusiveof group 
gratuity a.id group super-annualion 
schemes For the group insurance, 
averages of simple growth rales are 
taken as due to yearly fluctuations the 
kinked-expuneniial fit was found to 
be unacceptable. 

Souri e Annual Reports of LIC, various issues 


Tarlt .3 Gmiwth nr- Business in Fnact 
(at 1980-81 mns) 


Business Indicator 1962-6.3 1983-84 1992-93 


Sum assured (Rs crorei 



Total 

14.082 

30.883 

82,692 

Individual 

14.082 

23,666 

66,477 

Group 

... 

7,217 

I6.21S 

Number (in lakh) 




Individual policies 94 93 

25.3 24 

566 79 

Group members 

- 

76 64 

215 23 


Nnie Nominalvalueshaveheendeflaieduimg 
the implicit GDP deflator for the lire 
insurance sector The defliUor has been 
computed fromCSfX 1989.1992.199S) 

Siiuree Annual Reports of LIC. vanous issues 

Tarii 4 Growth Rails of lNn.ATiON-A»Ai5TED 

BtlSINES.S IN FuRa 

{In per cent per annum) 

Business in Force Sum No o> No of 
Assured Policies Members 

Total business 


1957 to 1983-84 
1983-84 to 

481 

- 

- 

1993-94 

Individual business 

890 

- 

- 

19.57 to 1983-84 
1983-84 lo 

344 

s tH 

- 

199.3-94 
'iroop business 
1970-71 to 

9 66 

7 29 


1983-84 

198.3-84 to 

32 49 

- 

32 3ft 

1993-94 

8.57 

- 

1 31 


Nates I In growth rate 'ximpuiotion the same 
procure IS follows! as in Table 2 

2 The same deflator has been used for 
estimating the real growth rales as in 
Table I 

3 Separate figures for group insurance 
became available from 1970-71 The 
individual business figures include 
Indian registered foreign life insurance 
business of LIC 

4 For the group insurance, the averages 
of simple growth rates have been taken 

Source. Annual RepoitsofLIC. vanous issues 
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\ va« sections of the society. It could not 
' even teach the organised sector industrial 
k workers until group insurance schemes 
I were introduced. After nationalisation. 
: efforts were made to extend the insurance 
' cover to the rural population which in 
' 1991 stands at 74 per cent of total 
population uid devise an alternative social 
security mechanism.^ Disaggregated data 
is available for individual policies and 
sum assured for new business only 
(Table S). The regression analysis of 
growth rates of the two subperiods clearly 
shows that there has been a quantum rise, 
both in number of policies and sum assured, 
in the decade beginning inim 1983-84. 
Thus, the share oi rural bu.sincss in total 
new busine.ss in termsof numberof policies 
increased from 33 17 per cent in the first 
subperiod to 40 83 per cent in the second 
subpenod. The corresponding figures for 
sum assured arc 2I.7S per cent and 33 9S 
per cent. 

The intensive eflorts ot the corporation 
to recruit local people as agents to promote 
the idea of insurance among the rural 
population through mediacampaigas^ and 
toinvolverural post offices in the collection 
of premia through .saving hank accounts 
[Annual Rcport.s of LIC, vanous issues] 
failed to spread the message of life 
insurance in rural areas in the earlier years 
Other reasons for the slow growth of rural 
business in subperiod I incluth: unfavour¬ 
able macro-economic condiuons. absence 
of rural infrastructure, cspeaally hanking, 
medical facilities and a lack of properly 
trained Held force, together with lack oi 
awareness among the people oi the 
importance oi life cover 
In con-sonance with the recommend¬ 
ations of Administrative Reforms 
Committee. LIC devi.sed special schemes 
and recruited local people and trained them 
for the procurement oi rural business. The 

Tame S Ckowtii Rates of Infi-ahon Aiuu.stid 

Rural Nlw Biisini.ss - Inuviihial 

(/n per < rnl ptr annum! 

Rural Business Growth Rates 

Sum Assured Number of 
Policies 

1961 to IV8t-«4 1)02 (21 7S) 163(33 17) 

1983-8410 

199.3-94 21 15 (33 9.3) 2162 (40 83) 

Mum I In estimating growth rates the same 
procedure is followed as in Table 2 

2 Nominal values have been deflated 
using the same set of deflator as in 
Table 2 

3 The rural new individual-business 
figures are available from 1961 

4 The figures in the parantheses show 
the share of rural new business in total 
new business 

Souri t LIC Annual Repons, vanous issues 


cdcporation introduced Rural (Tareer Agent 
Scheme inFebniary 1979.whichenvisaged 
leimiitment and training of rural agents 
[Annual Reports ofLIC 1979:16]. Further, 
in May 1981, the corporation introduced 
'Jana Raksha' poitcy, devised to suit the 
special needs of rural population. Adding 
to these measures since the late 1970s 
different group insurance schemes were 
designed to cater to the needs of rural 
population which incretLsed rural business. 
Thus, the corporation's rural insurance 
includes individual insurance policies to 
the hcttcr-off sections of the rural 
population and low premium based group 
insuiance policies and subsidised group 
insurance policies for the weaker sections 
of rural population 

IV 

Zonal Business 

At the tune of nationalisation the lilc 
business was concentrated in a few 
developed pockets mostly contmed to 
some big cities doing hand,somc business 
with a .skewed dcstribution ol business 
across the regions. Nationalisation aimed 
atdcvclopment and spread of life insurdnce 
busine.ss throughout the regions iiTe.spec- 
ttveot their demographic features Progress 
in this direction can be observed from the 
7 onal business of IJC, keeping in view 
the concentration of rural population of 
the respective rones. The disaggregated 
data on the rxinal bu.sinc.ss is available 
only for new business (individual) for the 
entire study period The analysis enmpats 
zonal business with the decadal population, 
including rural population, taken at four 


time points as per the Census of Imfia BmI 
population figures. The zonal break up is 
done as per the LlC's zonal divisions 
(Table 6). 

The zonal comparison of life insurance 
business shows that the spread of life 
insurance business is negatively related to 
the proportion of rural population. Business 
indicators, viz. number of policies per 
1.000 population and per capita sum 
assured are low in the zones having high 
rural population concentration. East and 
Central zones having high concentration 
of rural population have less policies per 
thousand population and per capita sum 
assured as compared to west, north and 
south zones Par^xicaily.thecentralzxme 
having less policies per 1,000 population 
and and low per capita sum assured shows 
a high average .sum assured per pohey, 
which seems to imply that the lasurance 
coverage is confined to a smaller and 
bcttcr-off section of the population. Thus 
It could be said that developed regions 
have high life insurantc coverage than 
less developed regions More importantly 
with the declining shareof rural population 
in each zone life lasurance coverage is 
growing, 1 e, insuruce remains a pnmanly 
urban business 

Income and Outgo 

Li fe insurance protection should be avul- 
able cheaply with affordable premium, a 
prerequisite for etfectivc mobilisation of 
saving!*. Hence premium rates are crucial 
in selling life insurance policies Premium 
IS determined by factois such as mortality 


Tabu 6 SriFCTEO Indic atiirs of 7z>nal ITirotwunoN of Niw Busii«ss - Individual 


Indicators 

Year 

West 

South 

Central 

North 

East 

Total 

Share of rural to total 

1961 

77 16 

79 04 

86 71 

78.38 

87 08 

82 03 

population (per cent) 

1971 

69 97 

76 70 

85 25 

76 50 

85 73 

80 09 


1981 

66 39 

73 20 

81 30 

72 24 

83 40 

7669 


1991 

62 72 

70 05 

79 08 

69 67 

82 19 

7428 

Number of policies per 

1961 

5 12 

3 79 

1 78 

4 02 

366 

3 33 

I0(X) population 

1971 

32/ 

3 54 

1 81 

3 06 

2 rr 

2 94 


1981 

4 72 

3 73 

1 70 

3 23 

1 90 

285 


1991 

I4 86 

14 73 

7 17 

9 91 

7 10 

10 21 

Her capita turn a.ssured 

1961 

2177 

13 72 

7 47 

2007 

12 22 

13 63 

iKs) 

1971 

43 04 

22 63 

14 75 

28 37 

1441 

2217 


1981 

69 62 

51 10 

2614 

60 13 

24 89 

42 07 


1991 

305 13 

397 08 

253 0.3 

388 76 

225 94 

33247 

Average sun assured 

1961 

4248 

.3624 

4187 

4,991 

3990 

4098 

per policy (Ks) 

197. 

8161 

6391 

8135 

9284 

6952 

7539 

1981 

14748 

1.3718 

IS4IS 

18624 

13091 

14749 


1991 

3.3993 

28097 

35302 

39224 

31828 

32548 


Nattii, West Zone Gujarat, Maharashtra, Goa and Daman-Diu 

■SaihhZune: Kerala, Kaniataka,Tainil Nadu, AndraPiadesh.POndichery and Lakhsadweep 
Central Zone Utiar Pradesh, Madhya Pradesh 

North Zone Haryana, Punjab. Delhi. Jammu and Kashmir, Rajasthan, Himachal Pradesh 
EoM Zone AsAam. Bihar, Onssa, West Bengal, Meghalya, Manipur. Tnpun, Aniiiachal 
Pradesh, .'i.i Silckim and Andman and Nicobar Islands 
Sounef Annual Reports of LIC for the years I%1,1971,1981 and 1991 
Census of India. General Population Table for 1981 and 1991 
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Financial Indicators 


Income 

Hremium income 
Net investment 
income 
Miscellaneous 
Outgo 

Policy benefit 
F.xpenies of 
management 
Other outgo 
Ftve per cent 
surplus valuation 


1962- 1983- 1992- 

63 84 93 

828 68 169028 4569 72 
672 06 1053 96 2980 95 

136 42 63204 1551 60 
20 20 4.28 37 17 

427 26 781 32 2216 08 
219 84 475 02 13.36 42 

197 06 235.75 682 58 
271 40 09 57 74 

7 65 3046 39 34 


Source. Annual Reports of UC. various issues 


Ti^ 8: UC's iNrosE by Soukce 
(Annual Avebaols) 

(Fer rent of md) 

Year Premium Invest- Miscell- 

ment ancous 

1957-61 81 69 15 95 2 36 

1962-6310 1971-72 77.55 20.31 2 14 

1972-73(0 1981-82 70 37 28 88 0 74 

1682-83(0 (991-92 63.27 35.96 0 77 

1992-93 65.23 33 95 0.81 

199.3-94 64.00 35.01 0 99 

Source- Annual Reports of LIC. vanous issues 


propenieg and dividendi from ihaies and 
debentures of joint stock conqNuies. Its 
share in the total income increased from 
1S.9S per cent to 35-01 per cent for the 
same period. This rise is ^ to the steady 
increase in the realised(TOSsrsleof interest 
of its investment operations from 4.60 per 
cent in the late 19S0s to over 10 per cent 
in the 1980s and 12 per cent in 1993*94 
[Annual Reports of UC, various issues]. 
The third source of income, the miscel¬ 
laneous income* continues tobeaninsigni- 
ficant part of the total income (Table 8). 

Total premium income includes firri 
year premium income, renewal premium 
income, single premiums and annuities 
but does not include group insurance 
premiums [Aniuial Reports of UC, various 
issues]. Premium income may rise due to 
(he rise in any of its components. The rise 
in first year premium income is important 
because most of the administrative expen¬ 
ses are incurred at the time of procuring 
a new policy. The first year premium 
income as a percentage of total premium 
income was 19.17 in the late 19S0s in 
i960s, 15.97 in 1970s, 20.66 in 1980s. 
22.91 in 1992-93 and 21.87 in 1993-94. 
First year premium income continues to 
remain 19 to 22 percent of total premium 
income which implies that both total 
premium income and first year premium 
income have increased at the same pace. 

The outgo is the financial outflow paid 
out from the income of the corporation to 
miugate the expendimre incurred in terms 
of policy beneftts,expen$esof management 
and other running expenses and 5 per cent 
valuation surplus to the central govern- 
molt. Valuation surplus is the excess of 
life fond over actuarial valued liabilities 
out of which 5 percent goes to the central 
government for its contnbution of Rs S 
crore at the time of nationalisation. 
Depending on the nature of claims the 
policy benefits may be paid as maturity 
benefits, death benefits, annuities and 
surrender benefits and bonuses for the 


smtdvance, when the former case arisen 
in respect of both whole Hfe and endenm- 
ment policies and the latter arises *''' 
respect of endowment polidesonly. A^ 
from death or mrvivance, pdicy benefit; 
are also paid to the policyholders 
surrendertheirpolicy.Thesurrenderariaa t 
ifa policyholder expresses his unwilling ^ 
ness or inability to pay premiums, hi suef f 
cases the concerned may surrender hii I 
policy and seek settlement of an amoun i 
(actuariaivalued)providedthatthepolicy ‘ 
holder has already paid the required ' 
minimum amount of premium. The ex- ' 
pensesofmanagement which are the cosh . 
of procuring, maintaining and operating 
business includes salaries and other ben¬ 
efits to the employees, commission and| 
allowances to the agents, other running, 
expenses. As the total outgo is the expen-j 
diture incurred and paid from the totaij 
income it is better expressed in relatibni 
to income. Table 9 gives figures on IImh 
total outgo as a percentage ol inctmie and! 
the distribution of different components} 
of the outgo. 

In the total outgo, policy benefits ac¬ 
counted for about 59 per cent in 1993-94 
and the proportion has varied only!, 
marginall^ over the dL-cades. The other, 
component ol the outgo is the expenditiue^ 
incurred in terms of expenses of manage¬ 
ment, which declined to a significant'! 
extent from about 43 per cent in the late ^ 
19S0s to 32 per cent in the early t990s.' 
Thus the total outgo amved at by adding 
all these components constituted about 
54 per cent of the total income in the late. 
1950s and 43 per cent in 1993-94. ThiSj 
marks a steady decline in the share of ; 
outgo in total income. The policy benefits > 
and expenses of management, being the ‘ 
important constituents of total outgo, need 
a disaggregated analysis. Table 10 shows 
the differentcomponents of policy benefits. 

Maturity benefit is tiie most important 
component of policy benefits and its share 
intotal policy benefits has beenincreasing. 


settlement of claims of the policyholders. The share of death benefits is declining 
Claims may anse cither due to death or which may have a positive impact on 

Table 9 

Percentaue DiSTRiainiuN or Total Ouigo (Annual AvritAnes) 


Year 

Totd Outgo/ 

Distnbuiion of Outgo - 

Fer Cent of Total 


Total Income 

Policy 

Management 

Other 

Valuation 


(PerCenO 

Benefits 

Expenses 

Outgo 

Surplus 

1957-61 

53 84 

55 60 

4263 

0 84 

0.93 

t962-63 to 1971-72 

49 24 

.53 98 

43 72 

0 89 

1 41 

1972-73 to 1981-82 

4603 

5.3 87 

4075 

3 93 

145 

1982-83 to 1991 92 

45.56 

.58 14 

33 29 

664 

1 93 

1992-93 

48 49 

60 30 

30 80 

7 12 

1 78 

1993-94 

43 02 

58 75 

.32 47 

6 97 

181 


Note Since 198 1-82 imnsfer to reserves are inclwted in «her outgo as per balance sheet actounis 

of Annual Reports of LIC. 

Source. Annual Reports of LIC. vanous issues 
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‘'Educing prenuum rates and it also tnqilies 
.W the mortality experience of UC has 
^wn an improvement. Though the share 
«f benefits paid for the consideration for 
Annuities doubled, it continues to be a 
,mull proportion of the total benefits paid. 

, rhus, annuities are not very popular in 
india. The surrender benefits show a 
, marginal decline from over 10 per cent to 
ibout 9 per cent of the total outgo. The 
last component of the outgo, tlK bonus 
paid to the policyhoiders, constitutes a 
very small proportion of the total outgo, 
it was 0.09 per cent in the late l9S0s and 
declined to 0.02 per cent in 1960s. How¬ 
ever. in the later years the bonus has been 
paid along with maturity benefits and 
death benefits at the time of settlement of 
claims. 

. The second component, the expenses of 
management arising out of the carrying 
cost of insurance operation, would be 
expected to decline with the growth of 
bwiiness (Table 11). 

Over the penod both expense ratios have 
; shown a d^lining trend. This is due to 
the decline in the share of expenses incurred 
in terms of salary and other benefits and 
other running expenses. Also the adjusted 
renewal expenseratio’deciuied from 14.24 
per cent in 1972-73 to S.29 per cent in 
1993-94. But, it IS argued that the method 
of calculation for renewal expenses given 
under the Insurance Rules is redundant 
and artificially lowers the renewal expense 
ratio.*” 

The upward movement in yield on 
investments, the relative decline in outgo 
to income, viz, expenses of management, 
the decline in death benefits are reflected 
in the increase in bonus rates to the with- 
profit* * policyholders, which is paid to the 
with-profit policies at the time of maturity 
or earlier death claims. The bonus which 
is expressed as bonus rate per thousand 
sum assured increased for whole life and 
endowment policies from Rs 16 and Rs 14 
in 1957 to Rs 82 SO and Rs 66 in 1990 
Since 1991 differential bonus rates were 
adopted for different policies according to 
the year of commencement, which stood 
at Rs 91, Rs 88, Rs 84 for whole life 
policies and Rs 74, Rs 71, Rs 67 for 
endowment polices in 1993-94. 

With growth in business, income 
increases and outgo correspondingly 
tends to decrease as the cost of operation 
gets distributed over the larger business 
and It IS likely that mortality expcnence 
of the economy improves over time (which 
has been noticed in Table 10). Also the 
excess of income over the outgo, which 
is a surplus, arises because according to 
the level premium plan which LIC 


follows, in the initi^ years the policy¬ 
holder pays a higher amount of premium 
than the actual cost of insurance. The 
reason for this is to compensate for the 
nse in mortality rate of the individual 
policyholder in the later years. In the case 
of Lie, income is growing and outgo as 
a proportion of total income is declining 
(Table 12). This is due to the proportionate 
decline in the death benefits and expenses 
of management, as already discussed. 

VI 

Life Fund 

From the above discussion it is clear that 
the LIC. as any life insurance company, 
manages two important operations 
simultaneously; (i) continuous creation of 
liability and (ii) accumulation of invest¬ 
ment income enough to offset these 
liabihties The income accrual from both 
insurance (premium receipts) and invest¬ 
ment operations (dividends and interests) 
IS used for meeung the current year's 
operational coi^of life insurance (matunty, 


death and surrender claims) and expense 
of management. The remaining surplus, 
viz, the excess of premiums received over 
current cost ofliieinsuiance, is an accretion 
to life insurance hmd, a liability for endors¬ 
ing fuhireclaims. In this process overtime 
alifeofftce accumulates hinds of enormous 
size. This life ftind is nothing but bisti- 
tutionalisaticmof savings by the life office. 
In fact the importance of any life office 
would be determined by the magnitude of 
life fund at its disposal and its capacity 
to convertagreater proportion ofpremium 
income into life fund. Therefore, growth 
in life fund is always .seen in relation to 
growth in premium income, i e, the pro¬ 
portion of premium income that goes into 
life fund annually. 

Both the premium income and annual 
addition to life fund have grown substan¬ 
tially with the increase in business of the 
Lie. The premium income have grown 
from Rs 672 crore in 1962-63 to Rs 1,054 
crore in 1983-84 and further to Rs 2,981 
crore in 1992-93 (at constant, 1980-81 


Table 10 PtsrcNTAOE Distrirution of Componfnts uf Poucr BENEFinptNNiiAi Avtraofs) 


Year 

Matunty 

Death 

AnnuiUes 

Surrender 

Bonus 

1957-61 

65 35 

23 14 

1 15 

10 26 

0 09 

1962-63 to 1971-72 

66 70 

20 85 

0 94 

10 49 

0 02 

1972-73 to 1981-82 

63.85 

19 13 

1.27 

15 76 

0 00 

1982-83 to 1991-92 

70 72 

15 70 

2 21 

11 37 

000 

1992-93 

68 39 

15 49 

3 17 

12 95 

000 

1993-94 

71 38 

16 36 

3 29 

8 96 

0 00 


Noif In later years bonuses have been paid along with the claiim with matunty and death benefits 
Huun e Annual Reports of LIC. vanou.s issues 


Table 11 Plrceni aix OisTRiatmim of Expenses ^nnual Avebaoes) 


Year 

Disinbution of Expenses (Per Cent of Total) 
Commission and Salaries and Other 

Allowances Other Benefits Expenses 

Expenses 

Ratio 

Renewal 

Expense 

Ratio 

1957-61 

32 40 

49.33 

18 27 

28 26 

13 92 

1962-63 to 1971-72 

31 54 

54 48 

.31 98 

27 74 

14 83 

1972-73 to 1981-82 

31 85 

.56 33 

It 82 

26.58 

15 02 

1982-83 to 1991-92 

.35 98 

48 58 

1544 

24 <n 

869 

1992-93 

41 36 

43 12 

15 52 

22 89 

5 37 

1993-94 

44 04 

41 30 

14 66 

21 83 

4 95 


Notf Expense ratio is the ratio of e)>pense.N of managemeni to piemtum income which latter is a 
weighted average of new business and renewal premium income Renewal expense ratio is 
the ratio of renewal expenses to lenewal premium income 


Soune Annual Reports of LIC, 1957 to 1993-94 


Table 12 Excess Income as a R.ktntage of Total Income (Annual Avebaoes) 


Year 

Total 

Income 

(1) 

Outgo 

(O) 

Excess Transfer to Addition to 
income Reserves Life Fund 
(E=l-0) (T) (A=E-T) 

Net 

Adjust 

(N) 

Net 

Addition 

(A-N) 

1957-61 

100 UO 

53 84 

46 16 

1 49 

44 68 

-0 59 

44 09 

l%2-63 to 1971-72 

100 00 

49.24 

.50 76 

1 01 

49 75 

-0.05 

49 70 

1972-73 10 1981-82 

100 00 

46 03 

53 97 

0.00 

53 97 

-DOI 

53.96 

1982-83 to 1991-92 

10000 

45 56 

54 44 

000 

54 44 

0.25 

54.69 

1992-93 

100.00 

48.49 

51 51 

000 

51.51 

000 

5151 

199.3-94 

100.00 

43 02 

5698 

000 

5698 

000 

56 98 


Note Since 1981-82 transfer to reserves are included in the outgo as per the balanoe sheet accounts 

of the Annual Reports of LIC. 

Source Annual Reports of LiC. various issues 
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prices). The conespcmding figures for 
asnual addition to life fend are Rs 396 
croie, Rs 909 crore and Rs 2,354 crore. 
Consequently, the total accumulated life 
fend (the stock) has increased From 
Rs 3,207 croie in l%2-63 to Rs 7,623 
crore in 1983-84 and feifeerto Rs 15.301 
crore in 1992-93 (at constant 1980-81 
prices). In Table 13, a regression analysis 
has been maife which clearly shows that 
much of the growth has taken place during 
subperiod II. The annual net addition to 
the life fend from premium income has 
increased on an average from 68.77 per 
cent to 85.84 per cent. In turn a higher 
proportion of premuim income is being 
converted into institutionalised savings in 
the form of life fend. 

VII 

Macro-Economic Importance 
of Life Business 

While the forgoing analysis indicates 
.substantial growth in the life business, 
especially since the early 1980s. it will be 
incomplete as no compansion has been 
made with relevant macro-cconumic aggre¬ 
gates. In evaluating Uic macro-economic 
importance of life business no definite 
catena .seem to be available In the limited 
literature [Agarwala 1961:10.3] available 
two entma are idenufiablc: 

(i) Life insurance per capita, which is 
life insurance in force per head of pecu¬ 
lation. and 

(II) Life insurance carrying capacity, 
which is defined as the percentage of life 
insurance in force to natioruil income in 
a given year. 

To these two criteria wc add another one, 
VIZ. life insurance coverage. This can is 
defined as policies per head of population. 
This will ret lect fee life insurance coverage 
in terms of policies in relation to popu¬ 
lation. It will provide a basis to evaluate 
whether life insurancecoverage is growing 
more rapidly than increase in population. 

An analysisbasedonthe above indicators 
appears in Table 14. From Table 14 one 
can infer a steady progress of life business. 
The life insurance coverage provided 
increased from 1.68 per cent in fee late 
1950s to 9.45 per cent in 1993-94. Ufe 
insurance covers only 9.45 per cent of the 
total population. However, it should be 
noted that one individual may have more 
than one policy at a time, in which case 
life insurance coverage would be much 
lower than these figures show. The ratio 
of life insurance policies in force to total 
insurable population gives a better 
indication. It is estimated that only 23 per 
cent of the insurable population is covered 
[Jha 1995:7]. Life insurance per capita 


shows feat per capita individual stun 
assured in force increased from overRs 48 
in fee late 19S0s to about Rs 2,349 in 
1993-94 and per ciqiita total sum assured 
increased to over Rs 2,880 in 1993-94. 
The comparison of business in force in 
terms of sum assured wife national iiKome 
indicates the life insurance carrying 
capacity of the economy and one can 
otmrve that total sum assured in force to 
national income has increased from over 
16 per cent in the late 19S0s to 42 percent 
in 1993-94. 

Like growth in business, the growth in 
premium income and life fund can be 
compared wife standard macro variables 
which will reflect the contribution of life 
insurance The following criteria could be 
used for macro comparison:*^ 

(i) Ufe insurance penetrauon which is 
defined as the percentage of life insurance 
premium income paid during a given year 
to the volume of gross domestic product. 

(ii) Life insurance capacity which is 
defined as the percentage of life insurance 
premiums paid dunng a given year to the 
volume of national income. 

(ill) Life insurance density which is fee 
life insurance premiums paid dunng a 
given year to the total population in that 
given year 


(iv) Ufe insurance savings whieh is fee 
percentage of life fend accnied in a given 
year to the gross domestic saving. 

The computed figures based on these 
criteria are given in Table IS. It is clear 
feat growth in premium income uid life 
fund IS greater than the growfe of fee 
related macro variables m terms of life 
insurance penetration, life insurance 
capacity, life insurance density and life 
insurance savings. But the life insurance 
premium constitutes barely 1 to 2 per cent 
of GDP and nauonal income, and the life 
insurance density which is the life 
insurance protection per head of population 
IS a little more than Rs 1 (K). Life insurance 
savings constitute around 5 per cent in 
1993-94. 

Apan from contributing to the savings, 
life insurance business in its business 
operation also provides employment, 
opportunities. As an industry, thus, it 
contributes a reasonable share to the 
organised sector which .shows a steady 
rising trend (Table 16). The employment 
provided may be higher than this if one 
considers the agents engaged in life 
business (more than 5 lakhs in 1995). 

Thus, although life insurance business 
has shown a steady progress in relation 
to a range of macro-economic aggregates. 


Tabu. 13 Growth Rates of Inflation-Adiunteo Premium Incoml and Life Fund 

(in Pereem) 


Period 


Growth Rates 


Annual Life Fund to 


Premium 

Income 

Yearly Lite 
Fund 

Accumulated 
Lite Fund 

Premium Income 

19.57 10 1983-84 

.147 

5 6.3 

4 65 

68 77 

1983-84 to 199.3-94 

10 36 

9 87 

6 62 

85 44 


Note in csiimating the gruwth rates the Bame procedure is followed as in Table 2 Nnimnai values 
have been deflate using the same set of deflators as in Table 1 
Soune Annual Reports of LIC. various issues 

Tarif 14 Macro Comparison of Ln« BusiniiSS (Annum. Averaoes) 

Macro Indicators 1957 to 1962-63 to 1972 73 to 1982-83 to 1992-93 1993-94 




1961 

1971-72 

1981-82 

1991-92 



A 

Life insurance coverage (in per cent) 







Individual policies in 
force to total population 
Total policies in force to 

1 68 

2 48 

.3 24 

4 30 

6 50 

9 86 


total population 

I 68 

2 49 

3 91 

S84 

8 97 

9 45 

B 

Life insurance per capita (in Rs) 







Individual sum assured m 








force to total population 
Total sum assured in force 

48 49 

102 7.3 

246 14 

837 74 

2042 66 

2349 31 


to total population 

4849 

103.31 

308 69 

1061.54 

2540 89 

2880 24 

C 

Life insurance carrying 








capacity (in per tent) 
individual sum assurni in 








force to national income 
Total sum assured in force 

16 17 

19 09 

20 17 

22 86 

.32 77 

33 91 


to national income 

16 17 

19.18 

24 83 

29 14 

40 46 

41 57 
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The numerical valuesofvariousindicators 
point to a vast scope for im|»x)veinent. For 
example, cross-country comparisons 
suggek that the life insurance carrying 
capacity (life insurance in force to national 
income) of some of the industrially 
advanced countnes in 1994 is far higher 
the US 164 per cent, Japan 310 per cent, 
UK 128 per cent, Korea 88 per cent, 
Australia 113 per cent and Canada 178 per 
cent (Life Insurance Fact Books, 1995]. 

vni 

Conclusion 

Commensurate with the overall changes 
in the economy and the organisational 
changes that have taken place vrith the 
decentralisation of functioning of 
divisional offices and decentralisation of 
policy servicing of branch offices, there 
has been a significant growth in the life 
business since the early 1980s. The 
growth has also been due to the increase 
in rural business and group insurance 
business since mid-1970s. The analysis of 
zonal bustnc.ss reveals that business is 
greater in the more urbanised /ones. The 
analysis also shows that the average sum 
assured per policy has declined in real 
terms. The increase in the rural business 
might involve higher traasaction costs in 
the absence of adequate infrastructure 
tacilities in rural areas. But the analysis 
of income and outgo has shown that 
even with lower sum assured and increase 
in rural businc.s.s the LIC has succeeded 
in converting a gmwing amount of annual 
premium income into life insurance fund 
The outgo as a proportion of income 
declined partly due to the decline in the 
death benefits and expcn.scs of 
management 

In spite of all this life business continues 


to be low in terms of coverage and comri- 
bution to natioiuil income and savings. 
There is large potential for future develop¬ 
ment of life business in India. 

Considering the trend towards liberal¬ 
isation - though there is strong resistance 
from the trade unions to privatisation and 
foreign partiapation - UC should aim for 
more autonomy and restructuring 
programmes. Before ‘rules of the game’ 
are framed for a ‘level playing field*, UC 
can equip itself to compete in a global 
world with other private insurers. 

ApPFNDIX- a TiiCHNICAL Nork 

The trend break can be tested by 
observing the new business, which is 
nothing but the business written in a 
financial year. If there is significant change 
in the new business then it can be said that 
then* IS a structural change in life business. 
The new business consists of both 
individual and group business. Growth in 
individual new business can be observed 
from number of policies and sum assured 
and group insurance can be observed from 
number of members and sum assured. But 
sum assured is a nominal vanable as sums 
a.ssured per policy depends on the nature 
of the policy and individuals can have 
different sums assured per policy. So the 
number of policies and number of members 
are the real indicators for the trend break 
test However, in case of group insurance, 
the data is available from 1974-75 only 
and also gmup business is mostly target 
oncnicd Also as group business consists 
of centrally suh.stdt.<ied schemc.s, it is not 
an appropriate indicator of structural 
change. Therefore, new individual business 
which depends on external factors like 
general macro conditions and also the 
corporation's client servicing, product 


design, it can be taken as die indicator to 
test trend break. 

From the survey of literature it was 
found that from 198]-82to 1983-84 major 
organisational changes have taken place. 
There is a sudden spurt in business since 
1983-84. The trend break test for number 
of policies from new individual business 
(which does not include Indian registered 
foreign business) confirms this, i e, 1983- 
84 shows anuuked change in new business 
in India. The trend break is estimated 
using kinked-exponential fit, which is as 
follows: 

Ln Y = A + B(D1 t+D2k)+C(D2t-D2k)+e 

where Y is the numbet of policies, B and 
C are growth rates, t is die time period, 
k is the kink (in the estimation it is 27) 
and Dl and D2 are dummy variables. D1 
takes the value of 1 for the first penod and 
0 otherwise and D2 takes the value of 0 
for the first penod and 1 otherwise. 

The estimated trend break equation is: 

Ln(Y) = 14.07 + 0.02 (Dlt+D2k) 
(13263) (3.52) 

+ 0.15 (D2t-D2k) 

(15 50) 

R2 = 0.99, Adj-R2 ^ 0.99, DW =1 67 
Notes Figures m paienlhescs ore t-statisncs ai 
5 per ceni stginficance level The 
estimated equation is corrected tor 
autococrelation For details regarding the 
functional fonn see Boyce (1987) 

From the above equation it is clear that 
both the coefffeients are statistically 
significanL In other words the new business 
in terms of policies showed a significant 
growth in subpenod IL i c, from 1983-84. 

Notes 

fThe author expresses his sinceir gratitude to C 
Oiiikaniath, Snjtt Mishra, L Sudhakar Reddy and 
Rotnar Correa Acknowledgements are due to (he 
NI A, Pune, library staff and UC Eh vistomd Office, 
Thiruvananthapuram, officials who facilitated 
collection of drUa] 

1 The AdnunistraUve Refumis Committee was 
set up by the government of India on January 
S, 1966 under the chainnanship of Motaqi 
Desai and under it was set up a Working 
Group on Life Insurance Administration 
constituted in August 1967 to examine the 
organisation and working of the corporation 
in the light of the requiietnents of LIC Acs 
and to make suitable recommendations for 
the improvement of the business, service to 
policyholders, etc. (Annual Report of LIC. 
1968:15] 

2 Insurable populabon refers to male populauon 
in the age group of 20 id 60 yean. 

3 The Administrative Reforms Comnassion 
recommended measures to improve the 
organisational and administrative set up. Thu 
was followed by Nayude Committee 1971, 
Thappar Committee 1974. Ramanathan 
Conmrittee 1977and the BmSerlilanComiiiit- 


Tabls is Mstao Cumpasisun up Premium Ini-omf and Lire PUnd (Annual Averages) 


Year 

Life Insurance 

Life Insurance 

Life Insurance 

Life Insurance 

Penetration (Per Cent) 

Capacity (Per Cent) 

Density (Rs) 

Savings (Per Cent) 

1957-61 

066 

0 74 

2 19 

3 02 

1962-73)71-72 

0 68 

0 80 

4 38 

3 10 

1972-73)81-82 

0 74 

0 89 

10 98 

2 86 

1982-83)91-92 

0 84 

1 05 

38 71 

3 37 

1992-93 

1 14 

1 47 

9160 

4 48 

1993-94 

1 24 

1 58 

109 63 

5 47 


Soitrces- Annual Reports of LIC. various issues Naimnal Aio-uni Statisiiis, CSO 1995 


Table 16 Percentage Share op LIC's Empi ovmpnt to Total Organised Sktor Employment 

(Annual AvpRAors) 


Year 

1962-63 

1972-73 

1982-83 

1992-93 

1993-94 


to 

to 

to 




1971-72 

1981-82 

1991-92 



Pereenuge of public sector employment 

0 53 

0.4! 

0 42 

0.59 

064 

Percentage of lotd organised sector eiiqiloymem 

0 32 

0 27 

0 29 

042 

0.45 


Note Organised sector employment includes both public and pnvate sector employment 
Source. Annual Reports of LIC, various issues 

Indian Labour Statistics, Ministry of Labour, GOL vanoua issues. 
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tte 1979. The commitiees dwelt on this aspect 
in depth end suggested measures for 
orgamsatinnal changes [Kumar 1991.341-64] 

4 The first phase ofreoiganisation schemes was 
implemeitted in three divisional offices, Delhi, 
Bangalore and Cuddaph (Annual Reports of 
Lie 1982] 

5 The then finance minister pursuing the Life 
Insurance Bill I9S6, in Lok Sabha, staled that 
m the post-nationahsation penod it would be 
possible to spread the message of insurance 
as far and os wide as possible reaching out 
beyond the advanced urban areas into the 
hitherto neglected rural areas [Gol 1994.51] 

6 To spread the insurance awareness in rural 
areas 'Binia Grams' (1958) and 'Bhajan 
Mandalis' were organised lm.idenlaliy 
Amaiavati (Maharashtra) is the first distnci 
in the country to have o Bima Grama 

7 A life annuity may be defined os a contiaci 
whereby the insurer agrees in consideration 
of a certain payment($), to pay the insured 
a fixed amount regularly for a given penod 

8 Miscellaneous income includes income from 
regislraiion and other fees, refundable income 
tax. outstanding and wniten hack old claims, 
outstanding, unclainred and wntten back 
deposits and other wntten back amounts, and 
exchange adjustment due to revision in 
curmicy values 

9 .Adjusted lor group insurance and group 
annuity business on which a lower proponion 
of 4 per cent of the premium is assured as 
expenses (Annual Report of LIC 1974.5} 

10 The comniittee on the Reforms in the Insur¬ 
ance Sector presents the figures according to 
the new method of calculation, which is 
called ‘Renewal Cost Ratio', as l.i per cent 
in 1971-72 and 13 7 per cent in 1992 93 (Gol 
1994 34-35) However, after informal 
discussions with Svime of the insurance 
officials. It IS understood that though the 
renewal cost ratio is a better indicator than 
renewal expense ratio, both method of 
calculation have got limitations and need 
actuanal understanding Therefore, the study 
docs not intend to go further into the cost 
structure 

11 With-Profit policies are those whtch have a 
share in the dislnbution of profits 

12 The first three entena have been used by 
.SIGMA.. Swiss Re. Life InsuranceFact Books. 
American Council of Life Insurance 
Association 
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BANK OF CEYLON 

CHENNAI BRANCH 


BALANCE SHEET AS ON 3Ist MARCH 1999 


Schedule 


CAPITAL & 
LUBILITIES 

Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investmenis 
Advances 
Fixed Assets 
Other Assets 


Connngent liabilities 12 
Bill for collection 


As on 
31-03-W 
IRs. OOO's] 



1S2.SI9 


i;{00,276 


770.296 

4.216 

123,848 


1000,276 


2.76U28 

78.803 


As OB 
31-03-98 
IRs. OOO's] 


380.885 

51,1.30 

470.543 

202,337 

100.547 


1.20SO42 



30.836 

121,423 

122,087 

815,726 

5.833 

109,537 


1O05A42 


2,155.670 

20,315 



PROFIT <£ LOSS ACCOUNT FOR THE 
ENDED 31 St MARCH 1999 


Year ended 
31-03-99 
Schedule (Rs. OOO's) 


I INCOME 

Interest earned 13 

Other Income 14 

Total 

II EXPENDITURES 

Interest expended 15 

Operating expenses 16 

Provisions and 
Contingencies 

Total 

ni PROFIT 

Net profit for the year 
Profit brought forward 

Total 

IV APPROPRIATIONS 

Transfer to statutory 
reserves 

Transfer to other reserves 
Transfer to Govt/ 
Proposed dividend 
Balance of profit earned 
over to Balance Sheet 



170.123 

.56.076 

23,944 

62,120 

142.140 


NIL 

55,069 


63,774 


102.256 

38.166 

140,422 



45.76.3 


109,721 



NIL 

3.'i.791 

45,001 


As per our report of even date 


for HUGE PATT & CO 

For BANK OF CEYLON 

CHARTERED ACCOUNTANTS 


Sd/- 

Sd/- 

M. NAGANATHAN 

COUNTRY MANAGER 

PARTNER 


Date * 26th June 1999 


Place' Chennai 



2182 


Economic and Political WedUy July 31. 1999 
































BANK OF CEYLON 


CHENNAI BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 



As on 

As on 


As on 

As oa 


31-03-99 

31-03-98 


31-03-99 

31-03-98 

Particulars 


IRs. OOO'a] 

Particulan 

IRs. 000‘al 

(Rs. OOO'a] 

SCHEDULE 1 



SCHEDULE 4 - BORROWINGS 

I BORROWINGS IN INDIA 



I The amount brought in 



1) Reserve Bank ot India 

92.833 

3.918 

by bank by way of start-up 



2) Other Banks 

NIL 

NIL 

capital including the amount 

380,883 

380,885 

3) Other institutions and 

NIL 

NIL 

of deposit kept in 


agencies 

cash/approved Sccu’ities with 
the RBI under Section 11(2) 



II BORROWING.S OUTSt(>E 

INDIA 

87..500 

198,419 

of the Banking Regulation 
Act, 1949 



ToUl (I & ID 

Secured borrowings 

180333 

202337 





— - 

_- * . . 

included in I & Tl above 

NIL 

NIL 

Total 

380.885 

380,885 

SCHEDULE 5 - OTHER 



SCHEDULE 2 - RESERVES 
AND SURPLUS 



4.071 

2,353 

LIABIIJTIES AND PROVISIONS 

1 Bills payable 



II Inter-OfTice adjustments (Net) 

7,884 

NIL 

I Statutory Reserves in terms 
of Section 17 ot the Banking 



III Interest accrued 

15.995 

17,440 



IV Others (including provisions) 

124.569 

80.754 

Regulation Act. 1949 



Total 

152319 

100^7 

Opemng Bal 15.319.2SI 



SCHEDULE 6 - CASH AND 



Add TFRD during year 8,395.020 



BALANCES WITH 



Total 

23,734 

15,339 

RESERVE BANK OF INDIA 

1 Cash in hand 



II Capital Reserves 

NIL 

NIL 

(including foreign currencies) 
II BALANCES WITH RESERVE 

7,742 

2,248 

III Share Piemium 

NIL 

NIL 



IV Revenue and other Reserves 

NIL 

NIL 

BaNK of INDIA* 

23.406 

NIL 

28.588 

NIL 

V Investment Fluctuation 
Reserve 

310 

NIL 

a) In Current Account 

b) In other Accounts 

VI Balance in Profit and 

Loss Account 

55,069 

35,791 

Total (I & II) 

31.148 

30336 

SCHEDULE 7 - BALANCES 



Total (1, H. HI. IV, V & VI) 

79,114 

51,130 

WITH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 








SCHEDULE 3 - DEPOSITS 



I IN INDIA 






(1) BALANCE WITH BANKS 



AI DEMAND DEPOSITS. 



(a) In Current Accounts 

7,661 

9,109 

1) From Banks 

30,121 


(b) In other Deposit 
AccouMs 

NIL 

NIL 

2) From others 

66,068 


(II) MONEY AT CALL AND 

11 SAVINGS BANK E8EPOSITS 

16,217 

10,569 

SHORT NOTICE 



III TERM DEPOSITS 



(a) With Banks 

NIL 

NIL 

1) From Banks 

NIL 

NIL 

(b) With other Institutions 

NIL. 

NIL 

2) From others 

295,019 

370.568 

Total (i) & (ii) 

7,661 

9,109 

Total (1. II & HD 

■em 


II OUTSIDE INDIA 

( 1 ) In Current Accounts 
(ii) In other Deposit Accounts 
(ill) Money at call and short 
notice 

70.126 

70.000 

NIL 

3,814 

108.500 

NIL 

B (i) Deposits of branches 
in India 

(ii) Depoiia of branches 

407,425 

470.543 



Total (I). (U) A (iU) 



outside India 

NIL 

NIL 

140,126 

112,314 

Total 

4Wf,<ns 

470,543 

Gnuad Total (I A 11) 

147,787 

121323 
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BANK OF CEYLON 


CHENNAI BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 



As on 

As on 


As on 

As on 


31-03-99 

31-03-98 


31-03-99 

31-03-98 

'artirulan 

(Rs. OOO's] 

|Rs. OOO'sl 

Particulars 

(Ra. OOO's] 

|Rs. OOO's) 

iCHEDtILE 8 - INVESTMENTS 



SCHEDULE 10 - FIXED 


. 

INVESTMENTS IN INDIA 
( 1 ) Government SeLuriiirs 

120.981 

122.926 

ASSETS 



LESS Provision lor 



1 Premises 

NIL 

NIL 

depreciation 

NIL 

839 

II Other fined assets 




120.981 

122.08? 

(including furniture and 



(ii) Other approved secuniies 

NIL 

NIL 

fixtures) 



(III) Shares 

NIL 

NIL 

At cost as on 31st March 



(tv) Debentures and Bonds 

NIL 

NIL 

of the preceding year 

9,855 

8.518 

(V) Subsiduries and/or joint 

NIL 

NIL 

120,981 

NIL 

NIL 

122,087 

Additions during the 


ventuics abroad 
(VI) Others 

Total 

year 

Lc&s Dcpieciation to date 

390 

6.029 

1,336 

4,021 

1 INVESTMENTS OUTSIDE 
INDIA IN 

( 1 ) Government securities 
(including kKal authoniies) 



Total (1 + 11) 

~ 4^16 

5333 

NIL 

NIL 

SCHEDULE 11 - OTHER 
ASSETS 



(II) Subsidies and/or loint 

venture abroatl 

NIL 

NIL 




(iiuOiher investments 



1 Inter-Offire adjustment (net) 

NIL 

32.841 

(to be specified) 

NIL 

NIL 

II lntere.st accrued 

1.S82 

1.919 

Total 

NIL 

NIL 

III Income-Tax 

109.738 

62,871 

GRAND TOTAL (I & 11) 

^ilo.wi 

■“ ■ 122,087 

IV Interest Tax 

4.707 

2.757 




V TDS on Govt Securities 

I.OSI 

1.051 

CHRDULE 9 - ADVANCERS 



VI Stationeiy and stamps 

237 

192 

(i) Blits purchased and 

99.772 

193.656 

VII Non-banking assets acquired 



discounted 

in satisfaction of claims 

NIL 

NIL 

til) Cash credits, overdrafts 



VIII Others 

8.533 

7.906 

and loans repayable on 



demand 
(iii)lerm loans 

614,112 

56.412 

585.379 

36.691 

Total 

12si48 

109337 

SCHEIXJLE 12 - CrmriNGENT 



Total 

770,296 

815,726 

(i) Secured by tangible assets 

(ii) Covered by Bank/ 

639.679 

660.186 



LIABILITIES 

Government Guarantees 

2.SI2 

NIL 

1 Claims against the bank not 



(ill) Unsecured 

I28.I0S 

I5.S.540 

NIL 

NIL 

Total 

770,296 

815,726 

acknowledged as debts 

II Liability for partly 

1 Advances in India 



NIL' 

NIL 

(i) Priority Sectors 

298,382 

364,073 

paid investments 

(ii) Public Sectors 

NIL 

NIL 

III Liability on account of 



(III) Banks 

NIL 

..IL 

outstanding forward 



(iv) Others 

472.914 

451.657 

exchange contracts 

2,661,641 

2,039,1^ 

Total 

770.296 

815,726 

IV Guarantees given on 



II Advances Outside India 



behalf of constituents 



( 1 ) Due from banks 

NIL 

NIL 

(a) In India 

40.776 

53,743 

(II) Due from others 



(b) Outside India 

NIL 

NIL 

(a) Bills puichascd 



V Acceptances, endorsements 



and discounted 

NIL 

NIL 

and other obligations 

58,911 

62,732 

(b) Syndicate loans 

NIL 

NIL 

VI Other items for which the 



(c) Others 

NIL 

NIL 

bank is contingently liable 

NIL 

NIL 

Total 

NIL 

NIL 



RAND TOTAL (Cl & CII) 

770,296 

■ 815,726 

Total 

2.761328 

23S5378 








2184 


Economic and Political Weekly July 31, 1999 









BANK OF CEYLON 





CHENNAI BRANCH 



SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 


Year Ended 

Year Ended 


Year Ended 

Yaar Ended 


on 31-03-99 

on 31-03-98 


on 31-03-99 

OSI31-030S 

Partkolan 

(Rs. OOO's] 

(Rs. OOO’s] 

Pardcalars 

(Rs. 000's] 

(Rs. OOO’s] 

SCHEDULE 13 - INTEREST 



SCHEDULE IS - INTEREST 



EARNED 



EXPENDED 



I Interesi/diicount on 



1 Interest on deposits 

39.245 

33,803 

advancei/bills 

103,250 

84,186 

11 Interut on Reserve Bank 



II Ihterest on investments 

13,810 

11,282 

16.831 

11.952 

III Intenst on balances with 

of India/mter-bank 

Reserve Bank of India and 
other intM-bank funds 

mSi 

6.788 

III Others 

NIL 

NIL 

IV Others 

■ia 

NIL 

Total 

56,076 

45,755 

Total 

134A52 

102456 







SCHEDULE 16 - OPERATING 
EXPENSES 



SCHEDULE 14 - OTHER 
INCOME 



1 Payments to and provisions 






for employees 

5394 

4,082 

I Commission, exchange and 



II Rent, taxes and lighting 

2,236 

2.250 

brokerage 

13.023 

13.828 

11 Profit on sale of 
investments 

NIL 

NIL 

III Printing and stationery 

301 

259 

Leu; Loss on sale of 



IV Advertiument and 



investiiwnts 



publicity 

365 

253 

III on revaluation of 





mvesMMntt 

NIL 

NIL 

V Depreciation on bank's 



Leu; Lou on revaluation 



property 

2.006 

1.851 

cX investmenu 






IV Profit on sale of land. 



VI Director’s fees, allowances 



buddings and other assett 
Leu: Lou on ute of land. 

NIL 

NIL 

and expenses 

NIL 

100 

NIL 

90 

buildings and other 



VII Auditors fees 

assett 

V Profit on exchange 



Vin Law charges 

37 

10 

transactions 

Leu: Lou on exchange 

12.222 

13.075 

IX Postages, telegrams, 
telephones, etc. 

4.726 

4394 

transactions 





VI Income earned by way of 



X Repairs and maintenance 

455 

364 

dividends etc. from 





substdianes/companiN and/or 
joint ventures sbroad/in India 

NIL 

NIL 

XI Insurance 

32 

36 

! VII Miscdlaneous income 

10.226 

9.263 

Xn Other expenditures 

8.092 

4*414 

Total 

35*471 

38,166 

Total 

23.944 

18403 

1 ,, 
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BANK OF CEYLON 

CHENNAI BRANCH 


SCHEDULE 17 - NOTES FORMING PART OF BALANCE SHEET AND PROFIT AND LOSS ACCOUNT: 

I The Inter-Office transactions between the Branch and other foreign branches are netted off and grouped under “SCHEDULE 
5 - Other Liabilities and Provisions” 

2. The reconciliation of RBI current account is made up to 31 12 1998. Its effect on the financial statements as on 31 03.99 is 
not ascertainable 

3 In few days other than reporting Fndays and odd dates selected by auditors, the maintenance of CRR is less than the minimum 
of 83% prescribed 

4 All the monetary assets expressed in foreign currencies including forward exchange contracts have been converted as per FEDAl 
guidelines in preference to Accounting Standard 11 issued by the Institute of Chartered Accountants of India 

5 Depreciation on ail fixed assets has been provided 20% per annum under straight line method proportionately from the date 
of purchase 

6 The amount of Rs 62,120 (in Rs OOO's) shown under the head PROVISIONS AND CONTINGENOES under the head “Expenditure” 
of the Profli/Loss Account includes the lolluwing 



31 03 99 

31.03 98 


(Rs 

OOO's) 

(Rs. 000's) 

Provision for Non-perturming a.sscts 

Rs 

13,646 

6,325 

Provision fur depreciation on Investments 

Rs 

NIL 

814 

Provision for Income Tax 

Rs 

43.400 

36.940 

Provision for Interest Tax 

Rs 

1,926 

1.684 

Excess provision for depreciation on investments written back 

Rs 

(852) 

NIL 

Total 

Rs 

62,120 

43,763 


31 03 99 

31 03 98 


(Rs 

OOO's) 

(Rs OOO's) 

Gross value of Investments in India 

Rs 

121,016 

122,950 

Aggregate of provisions for depreciation 

Rs 

NIL 

839 

Aggregate of premium amortised 

Rs 

35 

24 

Net value of Investments in India 

Rs 

120,981 

122.087 


8 . The branch has followed the RBI guidelines regarding Income recognition/Asset classification and provisioning norms 
9 The testing of Y 2K Compliance with respect to its Banking Application software, viz Integrated Standard Banking System 
Version 4 OS supplied by the software vendor, is in progress 

10. No provision for gratuity is made since none of the employees have completed continuous service of five years in India 
11 Significant Performance Indicators 




3103.99 

31.03 98 

1 ) 

Capital Adequacy Ratio 

37 05% 

40 03% 


Tier I Capital 

37 02% 

4005% 


Tier II Capital 

0 03% 

NIL 

II) 

Interest income as a percentage to working funds 

10 75% 

11.07% 

lii) 

Non-interest income as a percentage to woiking funds 

2.83% 

4 13% 

iv) 

Operating profit as a percentage to working funds 

7 19% 

8.28% 

V) 

Return on A.ssets 

2.33% 

2.55% 

vi) 

Business per Employee 

460 Crores 

4.58 Crores 

Vll) 

Profit per Employee 

O.Il Crores 

0.14 Cmnt 

Percentage of Net Non>performing Assets to Net Advances - 

1643% (Previous year - 962%). 

Previous year's figures have been regrouped and reclassified wherever necessary 

Sd/- 

for Price Patt ft Co 
Countered Accounts 
Sd/- 


Date - 26th June 1999 Country Manager M. NAOANATHAN 

Place; Chennai Partner 

SIGNIFICANT ACCOUNTING POLICIES 

1. GENERAL 

The accompanying financial statements have been prepared on historical cost basts except as othnwise stated. 

2. TRANSACTIONS INVOLVING FOREIGN EXCHANGE 

Monetary assets and liabilities including outstanding Forward. Exchange Contracts, are converted into Indian Currency at 
the year end r-.ics as advised by FEDAl and the resultant profit or lots is also accounted for as per P^Al guidelines. 
Income and Expenditure items have been translated at the exchange rates prevailing on the date of transactions. 
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BANK OF CEYLON 

CHENNAI BRANCH 


3. INVESTMENTS 

The Inveitments htve been bifurcated into Permanent and Current categories as per Reserve Bank of India guidelines. 
Permanent Investments have been carried at cost and wherever cost exceeds redemption value, the premium is amortized 
over the period of maturity. 

Investments in current category are earned at cost or market value which is lower and wherever market value is not available, 
guidelines recommended by Reserve Bank of India are followed 

4. ADVANCES 

Alt the advances have been classified as per the Asset classification norms prescribed by Reserve Bank of India Advances 
shown in the Balance Shem ore net of Provision for Bad and doubtful debts ^ Interest suspense a/c. 

5. nXED ASSETS 

All the fixed assets have been accounted for at historical cost as reduced by depreciation written off. 

Depreciation on Fixed Assets have been provided at 20% p a on straight line method proportionately from the date of 
purchase. 

6 . REVENUEfEXPENDITURE RECOGNITION 

Interest income on all advances other than non-performing assets is recognized on accrual basis 
Commission and Exchange are accounted on cash basis and brokerage is accounted on accrual basis 
Expenditure is generally accounted on accrual basis 

7. NET PROFIT 

The net profit disclosed in the Profit and Loss Account is after provision for Income Tax and Interest Tax in accordance 
with statutory requirements 

For Price Patt A Co 
Chartered Accountants 
Sd/- 

Sd/- M Naganathan 

Country Manager Partner 

AUDITOR’S REPORT 

1 We have audited the attached Balance Sheet of Bank of Ceylon, Chennai Branch as at 31st March 1999 and the Profit 
and Loss Account for the year ended on that date, annexed hereto 

2 The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with the Third schedule to the 
Banking Regulation Act, 1949 

3 We furthei report that; 

a) We have obtained all the information and explanation which to the best of our knowledge and belief, were necessary 
foi the purpose of our audit and have found them to be satisfactory 

b) The transactions of the Branch which have come to our notice have been within the powers of the Branch 

cl In our opinion, proper books of accounts as required by law have been kept by the Branch so far as it appears from 
our examination of those books. 

d) The Balance Sheet and Profit and Loss Account of the Branch dealt with by this report, are in agreement with the 

books of account 

e) In our opinion and to the best of our information and according to the explanations given to u<', and as shown by 
the books of the Branch, subject to: 

Note 2 - regarding Non reconciliation of a bank account 

Note 3 - regarding mamtenance of less than the minimum percentage of CRR on few days other than reporting 
Fridays and odd dates selected by us 

I) The Balance Sheet read with the Notes on accounts is a full and fair Balance Sheet containing necessary particulars 
and IS properly drawn up so as to exhibit a true and fair view of the affairs of the Branch as at 31st March 1999. 
ii) The Front and Loss Account read with the Notes on Accounts shows a true balance of the profit for the year 
ended on that date 


Place Chennai 600 084 
Date 26th February 1999 


For Price Patt A. Co 
Chartered Accountante 
Sd/' 

M Naganathan 

Place: Chennai 600 084 Partner 

Date: 26th June 1999 
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BALANCE SHEET AS AT MARCH 31.1999 


Schedule Amount 


(Rupees '000) 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
FEBRUARY 15. 1999 TO MARCH 3!, 1999 


Schedule Amoimt 


(Rupees '000) 


CAPITAL AND LIABILITIES 
Capiial 

Rwrves and surplus 

Deposits 

Borrowings 

Other liabilities and provisions 

TOTAL 


ASSETS 

Cash and balances with Reserve 
Bank of India 

Balances with banks and money 

at call and short notice 

Investments 

Advances 

Fixed assets 

Other assets 

TOTAL 


Cbnungent liabilities 
Bills for collection 


587J»7 

Nil 

NQ 

Ni 

U13 


588.780 


66.867 

402.509 

Nil 

23.823 

93.354 


588.780 



L INCOME 

Interest earned 
Other income 

TOTAL 
11. EXPENDITURE 

Intnest expended 
Operating expenses 
Provisions and conungencies 


in. PROFIT 

Net (lossyprofit for the year 
Profit brought forward 


AmOPRIA'nONS 

Transfer to statutory reserve 
Remitted to head office 
RemittaMc profit retained for capital 
adequacy 

Transfer to capital reserve 
Balance carried forward 


5.761 

(1.841) 



(5.366) 

Nil 


(5J66) 


(5366) 


(5366) 


The accompanying schedules and notes are an inte^l part of this statement. 


As per our report of even date attached 

S. R. Batlihoi & Co. 

KBCBankN.V. 

Chartered Accountants 

Mumbai Branch 

StK- 

Sd/- 

Per 

BartA.Pattyn 

Hemal Shah 

(Thief Executive Officer 

a Partner 

India & South Asia 

Mumbai 

July 26.1999 
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KBC BANK N.V - MUMBAI BRANCH 


* 

SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1999 


Amount 


Amount 


(Rupees '(XX)) 


(Rupees *000) | 

1. CAPITAL 


3. DEPOSITS 


Capital 

587467 

A. 1. Demand deposits 

Na . 
Ni 

RemittaUe pront retained for capital 
adequacy 

m 

(i) From banks 
(u) From others 

II. Savings bank deposits 

Na 




587467 

III. Ibrm deposits 
(i) From banks 

NI 



Deposit kept with the Reserve Bank oi 

India under Section 11 (2) of the Banking 


(ii) From others 

Na 

2400 

TOTAL (I, n and ID) 

NI 

Regulation Act, 1949 

2. RESERVES AND SURPLUS 


B. ( 1 ) Deposits of branches iislndia 

Nl 


(u) Deposits ofbranches outside India 

ra 

Statutory reserve 


TOTAL 

M 


INU 



Additions dunng the year 

hhl 

4. BORROWINGS 


Deductions aunng the year 

NU 

I. Borrowings in India 


Closing balance 



hfil 

(i) Reserve Bank of India 

ha 

Capital reserve 

Opening balance 

Nil 

(n) Other banks 

(in) Other institutions and agencies 

Na 

NU 

Additions dunng the year 

Deducuons dunng the year 

Nil 

Mil 


ha 




Oosing balance 

Nil 

11. Borrowings outside India 

ha 

Share premium 


TOTAL (I and ID 

ha 

Opming balance 

AddiUoTis dunng the year 

Nil 

hM 

Secured borrowings included in I and 0 above 

ha 

Deductions dunng the year 

Nil 

5. OTHER LIABILITIES AND 


Qosmg balance 

NU 

PROVISIONS 


Revenue and other reserves 


I. Bills payaUe 

ha 

Opening balance 

Nil 

n. Inter-office adjustments (net) 

hB 

Additions dunng the year 

Nil 

III Interest accrued 

ha 

Deductions dunng the year 

Nil 

IV. Others (including provisions) 

UlS 

Closing balance 

NU 

TOTAL 

U13 

Balance m Profit and Loss Account 

^&l 

6. CASH AND BALANCES WITH 


Opening balance 

RESERVE BANK OF INDIA 


Add: Profit for the year 



Appropnaiions during the year 


I. Cashmhand 


Remittance to head office 

^fil 

(mduduig foreign currency notes) 

26 

RemittaUe profit retained for capital 

Nil 

II. Balances with Reserve Bank of India 


adequacy 

(i) In current account 

2201 

Balance in profit and loss account 

Nil 

(u) In other accounts 

ND 


N1 

TOTAL (I and H) 

2227 
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KBC BANK N.\. - MUMBAI BRANCH 


SCHEDULl-S TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1999 



(Rupees '(XX>) 


7. BALANCES WITH BANKS AND 
MONEY AT CALL AND SHORT 
NOTICE 
1. In India 

(i) Balance with banks 

(a) in current accounts 

(b) in deposit accounts 

(ii) Money at call and short notice 

(a) with banks 

(b) with other insututions 

TOTAL (i) and (ii) 

II Outside India 



(i) In current accounts 

Nil 

(ii) In deposit accounts 

Ml 

(in) Money at call and short notice 

Ml 

TOTAL (i),(ii) and (iii) 

Ml 

GRAND TOTAL (1 and H) 

66,867 


8. INVESTMENTS 
Investments in India 
Gross investments in India 
Lms: DepneciaUon in the value of investments 

Net investments in India 

Net investments in India comprise. 

(i) Oovemment securities 
(b) Odier approved secunties 
Shares 

(iv) Debentures and bonds 

(v) Subsidiaries and/or joint ventures abroad 

(vi) Others 

TOTAL 

Investments outside India 

(0 Government securities 
(induding local authorities} 

(h) Investment in subsidiaries/joint 
ventures abroad 
(in) Other investments 

TOTAL 

Investments 

Gross Investments 

Less: Provisions for Investmmits 

Net Investments 
TOTAL 


402^09 

Na 


402 ^ 


2409 

Nil 

hSl 

400,000 

NO 

Nd 


4Q2409 



402409 

Ml 


402409 


402409 


9. ADVANCES 
A (I) Bills 


(i) Bills purchased and discounted 
(n) Cash credits, overdrafts and 
loans repayable on demand 
(ui) Term loans 

TOTAL 

(i) Secured by tangible assets 
(u) Covered by bank/ 
government guarantees 
(m) Unsecured 

TOTAL 


C. I Advances in India 
(i) Pnonty sectors 
(u) Public sector 
(in) Banks 
(iv) Others 

TOTAL 

C.1I Advances outside India 
(i) Due from banks 
(n) Due hom others 

(a) Bills piudused and discounted 

(b) Syndicated loans 

(c) Others 

TOTAL 

GRAND TOTAL (C.I and C.ID 
10. FIXED ASSETS 






Premises 

At cost 

ha 

Additions during the year 

NB 

Deductions during year 

ha 

Depreciauon to date 

ha 

TOTAL 

ha 

Other Fixed Aaseta 
(induding Aimltiire and lixtnrca) 

At cost 

ha 

Additions dunng the year 

24,226 

Deductions during year 

Nil 

Gross book vaiim 

24,226 

Depreciation to date 

403 

Netbook value 

23423 

TOTAL a H) 

23423 
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KBC BANK N.V. - MUMBAI BRANCH 


SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH SI. 1^99 
Amount 
(Rupees *000) 


Amount 
(Rupees *000) 


II. OTHER ASSETS 


14. OTHER INCOME 


1 Interoffice Adjustments (Net) 

Nil 

11 Interest accrued 

406 

III Tlix paid in advance/tax deducted 


at source (net) 

6 

IV Stationery and Stamps 

Nfl 

V Non Banking Assets acquired in 


satistaction of claims 

Nil 

VI Others 

92.942 

(Debit balance in Profit and Loss 


Account Rs 5.366 thousands has 


been included above) 



93J54 

CONTINGENT LIABILITIES 


1 Claims against the bank not 


acknowledged as debts 

Nil 

II Liability for partly paid investments 

Nil 

Ill. Liability on account of outstanding 


forward exchange contracts 

84370 

IV. Guarantees given on behalf of 


constituents. 

Nil 

(t) In India , 

Nil 

(li) Outside India 

Nil 

V. Acceptances, endorsements and 


othCT obligations 

Nil 

VI. Other Items for which the bank IS 


contmgently hable 

Nil 

VII. Guarantees mlndu including 


underwrittrig commitments 

m 

VID. Disputed tax demand 

Nil 


84370 


Bills for Collection NO 


13. INTEREST EARNED 


Interest/discount on advances/bills 

Nil 

Income on investments 

340 

Interest on balances with Reserve Bank 
of India and other interbank funds 

5386 

Others 

35 

TOTAL 

5.761 


Commission, exchange and brdeerage 

Ni 

Profit on sale of inve.stments 

NB 

Loss on sale of investments 

ra 

Profit on sale of assets 

NO 

Loss on sale of assets 

(1394) 

Profit on exchange transactions 

10 

Loss on exchange transactions 

NO 

Miscellaneous income 

43 

TOTAL 

(1341) 

INTEREST EXPENDED 


Interest on depo.sits 

Interest on Reserve Bank of India/ 

Ni 

interbank borrowings 

hfil 

Others 

Ni 

TOTAL 

Ml 

OPERATING EXPENSES 


Payments to and provisions 

■ 

for employees 

SAIO 

Rent, raxes ft lighting 

1380 

Printing ft stationery 

166 

Advertisement ft publicity 

66 

Depreciation on baidc‘s property 

Local advisory board members’ fees. 

408 

allowances ft expenses 

Ni 

Auditors* fees ft expenses 

90 

Law charges 

Nil 

Postage, telegrams, telephone, etc. 

858 

Repairs ft maintenance 

271 

Insurance 

Other expenditure, including head office 

16 

expenses Rs Nil 

721 

TOTAL 

9386 
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17. NotH fomiiiig a part of tbe Onancial statcmenta at at Mardh 31 ,1999 


(a) Genenl 

The accompanying financial siatements am |»epared under the hittwical cost convention and conform to die generally accepted- 
accounting principles and to the practices prevailing within the banking industry in India. 

(b) Transacuons involving foreign exchange 

(i) Foreign currency assets and iiabilibes ate revalued at the exchange rates prevailing at the end of the year as notified by the Foreign 
Exchange Dealers' Association of India (FEDAI) and the resulting profits or losses are included in tbe pmfit & lost account 
(li) Income & expenditure items in foreign currency are translated at the exchange rates prevailing on the date of die transaction. 

(iu) Outstanding forward exchange contracu and spot exchange contracts as at the balance sheet date are revalued at the rates nobfied 
by PEDAl for specified mabinties and the resulung profits or losses ate included in the profit & loss account. 

(iv) Conungent Iiabilibes at the balance sheet date on account of foreign exchange contracts are reported at conbacted rates. 

(c) Investments 

Investments in secunues approved for the purpose of maintaining SLR held as ‘current investments’ are valued at the lower of cost or 
market value or yield to maturity as specified by the Reserve Bank of India 
Invesbnents in debentures are valued at carrying cost 

(d) Fixed Assets 

(i) Fixed Assets are stated at cost less accumulated depreciabon. Capital work-in-piogress included in the fixed assets have been 
suted at cost 

(u) Dqneciabon has been provided to write off the assets over their esbmated useful bves on a straight line basis at the following rates 
per annum: 

Finniture & fixtures 1000% 

Computers 33 33% 

Other Equipment 1111% 

Vducles 25 00% 

(e) Revenue recognition 

Income is recogmsed on an expirabon of time basis except income on non-fond based acb vines such as financial advisory services etc 
where die revenue is recognis^ on realisabon 
(0 Rebiement benefits 

The provision for grahiity is accounted on the basis of the assumpbon that eligible employees rente at the year-end The bank does not 
have any leave encashment policy 
(g) Net Profit 

The net profit disclosed in the profit and loss account is after the following. 

(i) Provisions for'taxes on income ui accordance with statutory requirements. 

(u) Other usual and necessary provisions. 

18 Addibonai disclosuies requued by the Reserve Bank of India 

(a) Break up of [uoviaions and conbngencies charged to the Profit & Loss Account for tbe period ended March 31.1999. 


Provision for taxation NO 

IVovision for diminubon in the value of investments bU 

Provision for non performing assets (‘MPA’) Nil 

Ml 

(b) Invesbnents as at Mtuch 31,1999 

Gross investments in India Rs 402.50S.7S0 

Less' Depreciation in the value of invesbnents Nil 

Net investments in India Rs. 402,508.750 

(c) Business ratios as at March 31.1999 

I Net NPAs as a percentage of net advances Nm applicable 

II Capital Adequacy Rabo -Tm'I capital 95% 

-Tier II capital Nd 

-Total capital 95% 

III Interest income as a percentage to working funds 0.98% 

IV Non interest income as a percentage to working funds (031)% 

V Operating profit as a percentage to working funds (091)% 

VI Return on aiscte (0 91)% 

VII Business (deposits plus advances) per employee Not applicable 

VIII (Loss) per employee Rs (233.272) 
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KBC BANK N.V - MUMBAI BRANCH 


(d) The Mumbai branch has not raised any subordinated debt 
19. Rnorpenod comparatives 

This tang the first period of operations, previous penod's figures are not applicable 
20 Year2000 

The Bank has a global banking software platform (International Banking Sofiware>lBS) that has been developed by its own team of IT 
professionals in association with the vanous users at its worldwide network of branches Wherever, software has been sourced from 
external vendors, Y2K compliance of the packages has been ensured Citmg Y2K compadbihty standards at lU brunches and its variout 
modules has ensured Y2K compliance of IBS itself. 

The Mumbai Branch is therefore Y2K compliant as regards IBS and since most of the ancillary software and hardware have been 
sourced from IBM. the vendors have furnish^ Y2K compliance ceitifrcation. 

The bank does not expect any disniption of its fiinctiomng due to Y2K conidiancc issues. 


AUDITORS' REPORT ON THE ACCOUNTS OF KBC BANK N.V., MUMBAI, 

UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have audited the annexed Balance Sheet of the KBC Bank N.V., Mumbai branch as at 31st March 1999 and also the 
annexed Profit and Loss Account of the Bank for the year ended on that date. 

The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 
of the Banking Relation Act, 1949 read with Section 211 of the Companies Act, 1956. 

We report that. 

(a) We have obtained all the uiformation and explanations which, to the best of our knowledge and belief, were neces¬ 
sary for the purpose of our audit and have found them to be satisfactory. 

(b) The transactions of the Bank, which have come to our notice, have been within the powers of the Bank. 

(c) In our opimon, proper books of account as required by law have been kept by the Bank so far as appears from our 
examination of those books. 

(d) The Bank’s Balance Sheet and Profit and Loss Account dealt with by this report, are in agreement with the books of 
account and the returns. 

(e) The status of the Bank being Year 2000 compliant as stated in note 20 reflects management’s assessment of the 
same. We do not ofTm any qitnion thereon. 

In our opinion and to the best of our information and according to the explanations given to us. the said accounts 
togetliCT with the notes thereon give the information required hy the Companies Act, 1956 in the manner so requiied fat 
hankin g com pam e s, and on such basis, the said Balance Sheet gives a true and fair view of the state of the affairs of the 
Rank as at 31st Match. 1999 and the Profit and Loss Account shows a true balance of loss for the period ended on that 
date. 


SRBatUboi&Co. 
Chartered Accountants 

su¬ 

per 

Hemal Shah 
aPartner 

Mumbai 
July 26. 1999 
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HSBC<» 


The British Bank of the Middle East 

(Incorporated in England by Royal Charter 1889) 


Balance Sheet ci the India Branches as 


Profit and Loss Account of the India Branches for 


on 31 March 1999 


the year ended 31 Mardi 1999 


As on As i» 
313.1999 313.1998 

SCHEDULE (Rs 000) (Rs 000) 


Year ended Year ended 
313.1999 313.199S 

SCHEDULE (Rs 000) (Rs 000) 


CAPITAL AND LIABILITIES 



Capital 

1 

227,000 

220,000 

Reserves and surplus 

2 

274,627 

1,027,328 

Deposits 

3 

9,773,283 

10,145,849 

Borrowings 

Other liabilities and 

4 

2,128,500 

500,000 

provisions 

5 

1,191,953 

1,069,770 

TOTAL 


13308363 

12,742347 


INCOME 

Interest earned 

13 

.334,207 

1,084,072 

Other income 

14 

100307 

187,682 

TOTAL 


1334,714 

1371,7S4 

EXPENDITURE 

Interest expended 

15 

1,248,128 

975,712 

Operating expenses 
Provisions and 

16 

190,651 

116,933 

contingencies 

17(5) 

531,548 

148,208 

1X)TAL 


1370327 

1340353 


ASSETS 




Cash and balances with 

Reserve Bank of India 

6 

410,007 

482,844 

Balances with banks and 
money at call and short 
notice 

7 

5,018,876 

1,159.463 

Investments 

8 

5,055,968 

5,312,085 

Advances 

9 

2,053,912 

4377.096 

Fixed assets 

10 

54.012 

263,695 

Other assets 

11 

775388 

847,764 

TOTAL 


13368363 

12,742347 


Contingent liabilities 

12 

18,428,743 

26,546,605 

Bills for collection 


556,656 

501366 

Notes to Accounts 

17 



Schedules referred to herein form 

an integral part of tne 


Bdance Sheet 


HI. PROFIT 


Net profit/(loss) for the year 

(535,613) 

30,901 

Profit brought forward 

593,395 

566,720 

TOTAL 

57,782 

597321 

APPROPRUTIONS 



Transfer to statutory reserves 
Transfer to Investment 

0 

6,180 

Valuation reserves 

Transfer from Property 

0 

2,729 

Revaluation reserve 

(3,870)! 

(4,683) 

Balance earned over to 
balance sheet 

61,652 

593.395 

TOTAL 

57,782 

597321 


Notes to Accounts 17 

Schedules refemd to herein form an integnd part of the 
Profit and Loss Account 


For Sharp dt Tannan 
Chartered Accountants 

Sd/- 

Milind P Phadke 
Partner 


Mumbai: 27 May. 1999 


Sd/- 

Y Chadha 

Financial Control Manager 


Sd/- 

S Lakkaraju 
Manager and 

Chief Executive Officei, India 
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HSBC «► 


The British Bank of the Middle East 
(Incorporated in England by Royal Charter 1889) 


Schedules forming part of the Balance Sheet of the 
India Branches as on 31 March 1999 



As on 

As on 


As on 

As OB 


31J.1999 

31J.1998 


313.1999 

313.1998 


(Rs (HM)) 

(Rs 000) 


(Rs 000) 

(RsOOO) 

SCHEDULE 1-CAPITAL 


■1 

SCHEDULE 4 - BORROWINGS 



Amount of deposit kept widi the 



L Borrowings In India 



Reserve Bank of India under 



i) Reserve Bank of India 

Nil 

NU 

Section 11(2) of the Banking 



ii) (^her banks 

2,128,500 

350,000 

Regulation Act, 1949 

227.(X)0 


lii) Other mstitutions and 

TOTAL 

227,000 


agencies 

Nil 

150,000 


- 

—*. » 


2.128,500 

500,000 

SCHEDULE 2-RESERVES 



IL Borrowings outside India 

AND SURPLUS 



Nil 

Nil 

L Statutory Reserve 



TOTAL 

2.128300 

500,000 

Opening balance 

202,949 

196,769 

Secured borrowings included 



Additions dunng the year 

Nil 

6,180 

in I and II above 


Nil 


202,949 

202,949 




IL Capital Reserve 



SCHEDULE 5-OTHER 
LIABILITIES AND 



Property Revaluation 

Reserve (See Schedule 17 



PROVISIONS 



Note 2(g)) 



I. Bills payable 

28,718 

27.852 

Opening Balance 

220,958 

225.641 

II. Due to Head Office 

133,500 

114317 

Less Transfer to Profit and 



III Interest accrued 

591,755 

606,804 

Loss Account 

(3,870) 

(4.683) 

IV. Frxagn Exchange revaluation 

386,158 

299,823 

; Devaluation 
. Adjustment on restatement 
at historical cost 

(78,430) 

Nil 

V Others (including provisions) 

51,822 

20,974 

(138,658) 

Nil 

TOTAL 

1,191,M3 

1,069.770 





Nil 

220,958 

SCHEDULE 6-CASH AND 



HL Investment Fluctuation 
Reserve 



BALANCES WITH RESERVE 
BANK OF INDU 



Opening Balance 

10,026 

7,297 

1. Cash in hand (including 

9,299 

6,317 

Add. Transfer from Profit and 

Nil 

2,729 

foreign currency notes) 



Loss Account 

II. Balances with Reserve Bank 




10,026 

10,026 

of India 

i) in current account 

400,708 

476327 

IV. Balance in Profit & 

Loss Account 



61,652 

593,395 

TOTAL 

410,007 

482344 







SCHEDULE 7 - BALANCES 



TOTAL 

274,627 

1,027,328 

WITH BANKS AND 

1 





MONI&Y A1 C^LsLt /aNI^ 
SHORT NOTICE 



SCHEDULE 3 - DEPOSITS 



L In India 



A. L Denund Deposits 



i) Balances with banks 

105.479 

36,498 

i) Prom banks 

21,906 

14,881 

a) in current accounts 

ii) From others 

471,841 

346,309 

ii) Money at call and short 




493,747 


a) with Banks 

Nil 

Nil 

IL Savings Bank Deposits 

381,323 

289,969 

IL Outdde India 

i) In currem accounts 

105,479 

36.498 

HL Term Deposits 

From others 

8.898,213 

9.494,690 

2,367,597 

1,122,965 


iO,14S349 

ii) In deposit accounts 

2.545,800 

Nil 

TOTAL 



1,122,965 

B. Deposits branches 
in India 



9,773,283 

10,145,849 

TOTAL 

5,018376 

1,159,463 
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HSBCCC^ 

Th« British Bank of the Middle East 
(Incorponued in England by Royal Charter 1889) 


Schcdidcs forming part of the BMance Sheet of the 
India Branches as on 31 March 1999 



As on 

- ■■■■■■■■ —■! 

As on i 


Ax on 

As OB 


31J.1999 

3U.1998 


313.1999 

313.1998 


(Rs 000) 

(RsOOO) 


(RsOOO) 

(RsOOO) 

SCHEDULE 8 - INVESlMEhrrS 



II. Other Fiacd Assets 



(See Schedule 17 Note 2(d)) 



(including (urmture aid fixture) 



1. Investments in India in 



At cost as cm 31 March 



i) Government secunaes 

3,164,872 

3,036,100 

of the preceding year 

56,983 

52,819 

it) Other ^proved secunties 

III) Shares - fully paid 

IV) Debentures and bonds 

271,481 

SO 

275,166 

SO 

Additions during the year 

22,638 

4,920 

1.S20.408 

1,869,953 


79,621 

57,739 

v) Othm 

99,157 

130,816 

Deductions dunng the year 

(9.144) 

(756) 

TOTAL 

8,055^ 



70.47> 

56,983 

D. Gross value of Investments 
in India 

5.055.968 

5,312,085 

i 

Depreciation to date 

(45,041) 

(43,793) 


25,436 

13,190 

Aggregate Provisions for 

Nil 

Depreciation 

Nil 

TOTAL 

54,012 

263395 

TOTAL 

5,055^ 

5312,085 




SCHEDULE 9 - ADVANCES 
(See Schedule 17 Note 2(e)) 

A. i) Bills purchased and 



SCHEDULE 11-OTHER 
ASSETS 



discounted 

311,063 

373,094 

1. Interest accrued 

238,154 

285,428 

n) Cash credits, overdrafts 



II. Tax paid in advance/tax 



and loans repayable on 

404,942 

1.337,907 

422,011 
3.881.991 

deducted at source (net) 

96,979 

149,462 

demand 
iii) Tenn loans 

UI. Stationoy and stamps 

IV. Items in the course of 

537 

518 

TOTAL 

2,053.912 

4377,096 

collection 

37,116 

20.466 

B. i) Secured by tangible assets 

1,889,477 

4.242,391 

V. Fcneign Exchange revaluation 

325,054 

306,088 

ii) Covered by Bank/ 



VI. Staff loans 

65,407 

55378 

Government guarantees 
iii) Unsecured 

613 

163,822 

198,715 

235,990 

VII. Othen 

12341 

30,524 

TOTAL 

775388 

847,764 

TOTAL 

2,053,912 

4377,096 




C. L Advances in India 



SCHEDULE 12-CONnNGENT 



i) Pnonty Sectors 

413,011 


UABIUTIES 



(indudmg expoit finance) 

317,436 



ii) Public sector 

Nil 

Nil 

I. Litiiility on account of 



lii) Banks 
iv) Others 

Nil 

1,640,901 

20,000 

4.339,660 

outstanding forward coiUracts 
11. Guarantees given on bdialf 
of customers 

17,960,057 

26,016,182 

TOTAL 

2,1»3,912 







a) In India 

313340 

124321 

SCHEDULE lO-FCXQ) 



b) Outside India 

22,700 

229322 

ASSETS 



III. Acceptances, endorsements 



I. Pkmnises (including 



and other obligations 

100382 

129,434 

Leasdwld) (See SiAedule 17 



IV. Other items for which the 



Note 2(f) and 2(g)) 



bank is contingently liable 



Cast/valuabon as on 31 Maich 

270,225 

530 

(84,600) 

269,888 

337 

Nil 

a) Disputed Income Tax 



of the preceding year 
Additions during the year 
Devaluation 

Adjustment cm restatement 

liaUlities pending in 
appeal 

(See Schedule 17 Note 3) 

21,022 

42357 

at historical cost 

(149,566) 

Nil 

b) Disputed Interest Tax 



Disposals 

Nil 

Nil 

liabilities pending in 



Depreciation to date 

36i589 

(8,013) 

270,225 

(19,720) 

appeal 

(See Schedule 17 Note 3) 

11,142 

4,889 

“2*376 

■ 25d;^ 

TOTAL 

18328.743 

26346305 
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HSBC<» 

The British Bank of the Middle East 
(Incorporated in England by Royal Charter 1889) 


Schedules forming part of the Profit and Loss Account of the 
India Brancha for the year ended 31 March 1999 



Year ended 
313.1999 
(RsOOO) 

Year ended 
313.1998 
(Rs 000) 


Year ended 
313.1999 
(Rs 000) 

Year ended 
313.1998 
(RsOOO) 

SCHEDULE 13-INTEREST 



SCHEMJLE 16 -OnSRATING 



EARNED 



EXPENSES 



I. Interest/discount on 



1. Payments to and 



advances/bills 

519,613 

496.253 

provisions for employees 



II. Income on investments 

669,389 

464,594 

(including payment 



in. Interest on balances with 



towards Voluntary 



Reserve Bank of India 



Reurement Scheme) 

110.288 

46.295 

and other inter>bank funds 

144,454 

122,649 




IV Others (staff loans) 

751 

576 

II. Rent, taxes and lighting 

‘J,349 

4.329 

TOTAL 

1334307 

1,084,072 

III Printing and .stationery 

1.657 

1344 




IV Advertisement and 






publicity 

3,369 

2.631 

SCHEDULE 14-OTHER 



V Depreciation on Bank’s 



INCOME 



property (See Schedule 17 






Note 2(h)) 

1.3,711 

10.799 

I (Commission, exchange 






and brokerage 

16,238 

30.402 

VI. Indian Advisory Board 



II. Profit/(Loss) on sale of 



Members fees, allowances 



investments (net) 

68,345 

116,379 

and expenses 

28 

24 

III. Profit on sale of land. 






buildings and other 



VII Auditors' fees and 



assets 

276 

119 




IV Profit on exchange 



expenses 

345 

315 

transactior.!, (net) 

15,648 

40.782 







VIII. Law charges 

240 

47 

TOTAL 

100307 

187382 






- — —- 

IX. Postage, telegrams. 






telephones, etc. 

4,104 

4.413 




X. Repurs and maintenance 

1,715 

2,785 

SLUmHJLE 15- INTEREST 






EXmiDED 



XI Insurance 

5.187 

5,360 

I. Interest on deposits 

1,045,669 

965,676 

XII. Head Office Charges 

19,184 

18,000 

II. Interest on Reserve Bank 






of lndia/torM--hBtiir 






borrowings 

202,459 

10.036 

XIJIl. Other expenditure 

21,474 

20,396 

TOTAL 

1348,128 

975,712 

TOTAL 

190,651 

116333 








ixonoinic and Political Weekly July 31, 1999 


2197 














HSBC^X^ 


The British Bank of the Middle East 
(Incorporated in England by Royal Charter 1889) 


SCHEDULE 17 

NOTES FORMING PART OF THE FINANCUL STATEMENTS OF THE INDIA BRANCHES FOR THE YEAR 
ENDED 31 MARCH 1999 

L Baris of preparation 

a) The financial statements made upto 31 Mtu-ch 1999 comprise the accounts of the India Branches of The 
British Bulk of the Middle East (“the Bank”), which is incorporated and registered in England. The Bank's 
ultimate holding company is HSBC Holdings pic, which is incorporated and registered in England. 

b) Hie financial statements are prepared under the historical cost convention and in accordance with the 
generally accepted accounting principles and the statutory provisions and practices prevailing within the 
banking industry in India. 

2. Principal Accounting Policies 

a) Income recognition 

Interest income (net of interest tax) is recognised in the profit and loss account as it accrues, except in the 
case of interest on doubtful debts Interest on doubtful advances is credited to a suspense account which is 
netted in the balance sheet against the relevant balances and not recognised in the profit and loss account 
unless recovered. 

Fee income is accounted for in the period when receivable, except where the fee is chuged to cover the 
costs of a continuing service to. or nsk borne for, the customer, or is interest in nature. In these cases, the 
fee IS recognised on an appropnate basis over the relevant penod 

b) TranaactionB invdving foreign exchange 

i) Assets and liabilities denominated in foreign currencies ue translated into Indian Rupees at the rates of 
exchange notified by the Foreign Exchange Dealers Association of India (“FEDAI”) al the year end. 

ii) Revenues and expenses are translated at the rates prevailing on the transaction date. 

iii) Outstanding foreign exchange contracts are revalued at the forward exchange rate noofied by FEDAI at the 
yew end and the resultant gain or loss is included in the profit and loss account. 

c) Staff rettrement benefits 

Contribuuon to provident fund is made on accrual basis. Contnbutions to pension and gratuity fund as well as 
provision for leave encashment is made based on actuanal valuations conducted by a qualified actuary. 

d) Securities 

i) All securities which cover both debt and equity secunties are classified as cunent securiUes and are valued at 
the lower of cost or market value in aggregate for each category of investments in compliance with RBI 
requirements. 

li) Market value is determined in accordance with the RBI circulw DBOD No. BP.BC. 28/21.04.048/98>99 dated 
IS Apnl 1999 Quoted secunties are valued based on mwket quotations. Unquoted securities are valued by 
reference to the yield to maturity as prescribed by the RBI. 

e) Advances 

Advances are stated net of provision for doubtful advances and interest in suspense. Specific provision is 
made for doubtful advances as' and when they are so considered, based on a periodic review and in line 
with the provisioning guidelines issued by the RBI. When there is no longer any realistic prospect of 
recovery, the outstanding advance is written off 

(f) Fixed assets 

i) Fixed assets are stated at historical cost less iKxumulwed depreciation. 

ii) Premises are revalued annually by professionally qualified valuers. Surplus arising firom the revaluation was 
transferred to ‘Revaluation Reserve* under ‘Capital Reserve Account'. 

iii) Expenditure on improvement to leasehold,premises is capitalised if the benefit is of an enduring nature. 

(g) Revaluation on Property 

Diinng the year the bank has changed tne basis of disclosing Premises valuation fnrni revalued value to historicri 
cost by adjusting the balance outstanding in the Revaluation Reserve on the date of change. 
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HSBC«>f 


The Briliih Bank of the Middle Eaat 
(Incorpontted in England by Royal Charter 1889) 



(h) Depredatioa 




i) Depreciatimi on Exed auett is provided on strai^t line basis to write off the assets over (heir useful lives i 


which are as follows: 

Premises including leasehold premises 




- the lower of the period of lease or fifty years. 

Other fixed assets - five years 




ii) Depreciation attributable to revaluation is recouped from ‘Revaluation Reserve’ 



3. 

Taxadoa 




There is a contingent liability for assessment years 1991-92 to 1996-97 of approximately Rs. 32 million in 
respect of matters presently in appeal. On the basis of information and advice currently available, management 


does not anticipate any liability on the matters disputed. 



4. 

Caidtal adequacy ratio 


• 


The capital adequacy ratio of the Indur Branches of the British Bank of the Middle East, calculated in accordance with | 


the RBI guidelines, is as follows: 

As on 

As on 



313.1999 

313.1998 



(Rs (MW) 

(RsOOB) 


Tier 1 capital* 

320,601 

675,049 


Tier 2 capital 

,10,026 

109.457 


Total capital 

330,627 

784,506 


Total nsk weighted a.ssets and contingents 

4,011,891 

7,836,537 


Capital ratios 

Tier 1 capital 

7.99% 

8.61% 


Total capital 

8.24% 

10 .01% 

* 

Includes Rs .‘16,000,000 earmarked out of Dues to Head Office under ‘Other Uabilities and Provisions' as retained 


profits during the year. 



5. 

Provistons and Contingencies 

Year ended 

Year ended 



313.1999 

313.1998 



(RsfWO) 

(RsOW) 


Provision for Taxation 

Nil 

57,500 


(Appreciation) Depreciation in value of Investmraits 

NU 

(6360) 


Provision for Bad and Doubtful Debts 

531348 

97.268 



531,548 

148308 

6 . 

Non-Performing Advances (NPA) 




The percentage of Net NPAs to Net Advance was 19.92% as at 31 Match 1999. (previous year 11.79%). 


7. 

Key Accounting Ratios 

313.99 

313.98 


a) Interest Income as a percentage to Working funds 

10.28% 

9.69% 


b) Non-Interest Income as percentage of Working funds 

077% 

1 .68% 


c) Operating Profit as percentage of Working funds 

-0.03% 

160% 


d) Return on Assets 

-4.00% 

0.24% 


e) Busineu (deposiu excluding interbuik deps) + Adv/No. of employees) 

105,340 

88,143 


f) Net profit per employee (INR OOO’s) 

-3967 

184 

8 . 

Comparative figures 




Certain comparative figures have been reclassified to conform with the current year's presentation 
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The British Bsiifc of the hflddie East 
(Incorporated in England by Royal Charter 1889) 


AUDITORS’ REPORT 

We have audited the attached Balance Sheet of The British Bank of the Middle East. Indian Business as 
at 31st March, 1999 and also the annexed Profit and Loss Account for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 
1956, the Balance Sheet and the ProHt and Loss Account, are not required to be and are not drawn up 
in accordance with Schedule VI to the Companies Act, 19S6. The accounts are therefore, drawn up in 
corformity with Forms ‘A* and ‘B* of the Third Schedule of the Banking Regulation Act. 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act. 1949; 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory. 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the 
Bank. 

(c) In our opinion, proper books of account as required by law have been kept by the Bank so far as 
appears from our examination of those books and proper returns adequate for the purpose of our audit 
have been received from the Branches of the Bank. 

(d) The returns of the Branches have been properly dealt with by us while preparing our report. 

(e) The Balance Sheet and Profit and Loss Account of the Bank dealt with by us in this report are in 
agreement with the books of account and the returns. 

(f) In our opinion, the Balance Sheet and Profit and Loss Account dealt with by us in this report are 
in compliance with the Accounting Standards referred to in Section 211(3C) of the Companies Act, 
1956, in so far as they apply to the Banks. 

(g) In our opinion and to the best of our information and according to the explanations given to us, the 
said Balance Sheet and the Profit and Loss Account, read together with Ae notes thereon, give the 
information required by the Companies Act, 1956, in the manner so required for the Banking Companies 
and give a true and fair view of the state of the affairs of the Bank as at 31st March. 1999 and of 
its loss for the year ended on that date. 


Sharp A Tannan 
Chartered Accountants 
By the hand of 


Sd/- 

Milind P Phadke 
Partner 

Mumbai. 27th May, 1999 
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CALL FOR 
FOUNDATION DAY 
SEMINAR PAPERS 


National Institute of Rural Development (NIRD), Hyderabad, is organising a 
Seminar on "Rural Prosperity and Agriculture: Policies and Strategies for the 
Next Millenium” on the occasion of its Foundation Day during November 4-5, 
1999, at Hyderabad. The main focus of the seminar is to bring rural prosperity 
through agricultural development to bring about overall improvement in the quality 
of life of rural people Various aspects of agriculture and rural developmer* have 
been broadly grouped into four major themes viz (1) Argiculture and Poverty, 
(2) Technological Options, (3) Infrastructure and Institutional Support, and (4) 
Economic Reform and Agriculture Papers are invited on important aspects from 
these four major themes The paper should be original and exclusively written for 
the seminar, not exceeding 25 to 30 pages, including graphs and tables, and 
neatly typed in double space on one side of A4 size bond paper with one inch 
margin on all four sides. Articles moy be sent in a floppy (MS word format) or by 
e-moil It shoud also have a brief abstract of not more than 300 words in the 
beginning of the paper. The papers must reach the address given below latest by 
16th August 1999 Final acceptance of the paper would be communicated to 
the authors latest by the end of September 1999 The authors of accepted papers 
would be provided local hospitality, travel cost and a token honorarium Any 
correspondence for further information and inquiries can be sent to the following 
address' 


Dr R.P. Singh 

Seminar Director and Director 
Centre tor Sustainable Economic Development 

u 

NATIONAL INSTITUTE OF RURAL DEVELOPMENT 

Raiendrartagar, Hyderabad • 500 030 
Telephone 0404015742 (Office) 040-4018899 (Residence) 

Cox 0404C15742/4015277/4015029/4016500 
E-mail rpsQtiird ap nic in 


unted by Krishna Raj at Modem Arts and Induslrics, 151. A-Z Indusinal Estate, (Tanpat.ao Kadani Mate. Lower P .n.i si—»- 

SlflH i. 



Rend No R^tMM/Soath-XBSm 

July 31-August 6,1999 LicenceNo54 Liuenaed to PM widmit RiepsyineM 

RCGHTEIIED WITH Tin UOnUAK or NEWmsat 
MK MN* umn NO. w 


Bulk conmiodiffy dealers and markellng 
managers In Gufaraf & Raiasthan. 



The Konkan Railway new saves you time and money 
in freight movement to the Southern Markets ! 


From Ahmsetobid 


ToSMion 

lUiiniilM 






OM 

wia 

SamfuKm. 

ChargMUt 

Swmgntn 

MugOofo 

im 

i 3 a.> 

1108 

IV 

V 

CaHeiS 

22 bS 

1603 

«8 

10 /) 

a 

CocNn 

23 « 

1811 

«( 

2181 

18 


From Kota 


To station 

Kilofntiri 






ow 

KRa 

SaatngnKin. 

CtwgaaUa 

tnMgiRln. 

Mangalon 

4-^1 ■’ 

tail 

tiw 

2181 

37 

Cahem 

A9.' 

s 

:u 

885 

2402 

a 

CodM 

J7J4 


484 

2610 

16 


CHARGES FOR SELECTED COMMODiTIES 
From Ahimditad (RuprieCostpefiannej 


ToSMon 

SnIiiflA 

ht 

Comant 

Chamcala 

Lanaalonaf 

HaiMtSlabi- 

Ftmliatis 

DAPA4Pr' 

Uraa 

Mangalora 

SI 

1282 

inu 

115(1 

'ir6 

5Sh j 

78 f 

Cahcul 

n 

1181 

192) 

1245 

'*’4 

i'J8 1 

ft4) 

Cochin 

16 

1457 

2(U0 

MU 

Ki26 

bt1 1 

Htt9 


' HatPs given an* appiicahfe Uy waoon toads (A kiwer rale is also dvaiiabie for irain 


CHARGES FOR SELECTED COMMODITIES 
From Kola {RufveC«)Stperuon«} 


To station 

Sauaigln 

in. 

Cwnani 

Non«ipl 

Chanacalt 

Limaatona/ 

UarMaSMa' 

S 

1 

»*• 

OAPMPK 

Utm 

Hangdoit 

37 

14^7 

?030 

1)14 

1028 

631 

Btfl 

Calicut 

a 

1554 

J180 

1410 

1102 

6'6 


Cochm 

16 

1M1 

2287 

1480 

1157 

710 

m 


loadb of limastonu) 


'he Poif*wijy hos flofinad off *1 »«f a * 'i «♦ dPveloptneMt him! 

p'f'Spprit^ f’lot only fur the region hut 'jlw to rti* Mioterml *wpplter^ni(iruilot turers 
fi »»n »»fh**f strifes who we»r» ccirl'er h<indi< uip< d rJue fv> «* i>M<i windiru) roii •> ii<<h 

result >f*h»s.n»/ rn^Jr^etlnq opportb'i r'eshn.* Mpf»M»»tl up in cexistol Forn^itnl^o, 
I oustol Kerolij arid V/estern TamJ N idu Irt addition »vtthin rhp Konkgin Pe4|Min goods 
• jr> fie lujuNeij fn ( hipluii. Puforigin Kudtjt, Verno il uj il I orvuor, Qfid tldupi 

Fur futhpr inf^irniotion plerjse 'notort *.>Kr» VC ‘jii'ho, Dy '.CM 

T«i ri.» /s^.>or)/i6.1/ fa* Nr, /sr^t^o 



(i^ Konkan Railway 

COnPORATION ITO 
(A Qdveinment ol Indid Undprtdking), 
^Upui flhftvan, bKtor ft CBO fl«l«pur NaviMumbA 400fil4 














